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IN HONOUR OF THE WORLD BANK PRESIDENT

MR. A. ,. CUSEnAND MR . CLAUSEN
e M nister of Planning and

Economic Affairs

and Mrs. K. A. NALI1A

request/s the pleasure of the company of

HON. CLAUSEN
M r./M rs./W)(t4g ......................................................................

RECEPTIONat .........................................................................................

to be held at LLLIMNAAJARO.. .VIk..(.TA.N A..ROOM)

23RD NOVEMBER,1981 7.00 - 9.30 P.M.
on ........................................ a t ..................... ........ .... ..

R.S.V.P.
Devplan
Box 9242
Dar es Salaam Telephone: 21779



Waziri wa Mipango na Uchumi

na Bibi

wanafuraha kukualika

Bwana/Bibi/Bi .............................. ..................

kwenye ...........................................................

itakayofanyika huko ..................................

siku ya .................................................. tarehe ..........

saa .............................. mchana/usiku.............

Jibu:
Devplan, S.L.P. 9242,
Dar es Salaam
Simu: 21779



MRS. M. CLAUSEN

With the Compliments of the

Minister of State for Planning
and Economic Afairs

DEVPLAN,
P.O. Box 9242,

DAR ES SALAAM,
TANZANIA Telephone: 21779



MR. A.W. CLAUSEN'S VISIT TO TANZANIA

(NOV. 23 - 25)

SCHEDUiTE OF APPOINTMW2TS

Sunday

Nov. 22 1100 Arrival at Kidatu Host - Minister Kassum
Hydro-Electric (Energy and Water)
Project. Mr. Mosha, General manager, TANESC0.

1100-1430 Briefing and Lunch

1430-1600 Project Site Visit

1600-1700 Drive to Mikumi
Wildlife Lodge.
(Alternate - fly to
Morogoro & Drive from
Airport to MYkumi.

1900 Dinner and Night at Hostess - Nd. Anna Abdulai
Wildlife Lodge (Regional Commissioner,

Morogoro Region)

Mr. F. Kazaura, PS, Treasury
Dr. F. Mujuni, PS, Industries

Monday

Nov. 23 0830-1000 Drive to Morogoro
Industrial Complex

1000-1130 Visit Industrial Host - Minister Mramba (Industries)
Complex Dr. F. Mujuni

Mr. Ng'amilo, General Mknager, TLAI.

1130-1430 Briefing and Lunch - same as above -
Faculty of Agricult- Prof. Lwoga, Dean
ure, Univ. of DSM

1445-1545 Fly from Morogcro to
Dar es Salaam.

1545 Arrival at Dar. Int'l Minister Jamal/%lima
Airport (Protocol Officer, Min. of Foreign

Affairs).

1615-1640 Drive to Kilimanjaro
Hotel.

1900 Government Reception Host - Minister Malima
(Development Planning)
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Tuesday

Nov. 24 1000 Meeting, Min.Dev. Plan Mr. Malim, Minister
Mr. Mbaga, PS

1100 Meeting, Min. Finance Mr. Jazal, Minister
Mr. Kazaura, PS

1230 Working Lunch Host - Minister Jaml
Simba Grill, Kilimanjaro
Hotel

1500 Meeting, Prime Minister's Mr. Msuya, Prime Minister
Mr. Tunginie, PS
Mr. Kipokola, PA to Pime inister.

1700 Meeting President Nyerere
Prof. Mbilinyi, PA to President
(Economic Affairs).

1900 Dinner ResRep's House - Casua

Wednesday

Nov. 25 0935 Departure for Malawi Minister Jaml/Malim
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n Pan-African PublisIbers Limited

David Majebelle
Commercial Manager

Dilke House, Malet Street, London WC1E 7JA
Telephone: 01-631 4880 Telex: 261507 ref 282

P.O. Box 6905, Dar es Salaam, Tanzania
Telephone: 44205



THE WORLD BANK
Washington, D. C. 20433

U. S. A.

A W. CLAUSEN
President

February 23, 1982

Dear Mr. Ambrosini:

How thoughtful of you to send the photographs

taken during our visit to the Morogoro Shoe Company

factory in Tanzania. They are excellent, indeed, and

will be fine mementos of an interesting and worthwhile
tour.

It was most satisfying to see firsthand one

of the projects funded by IDA and IBRD and I appreciate

your giving us your time to accompany us.

Every good wish to you for continued success.

Sincerely,

Mr. Felice L. Ambrosini
Vice President
Italmacchine Plants S.p.A.

Via Lanzone 31

20123 Milan
Italy

HH:tk



Itamacchine Plants S.p.A.
Progetti e servizi integrati per l'industria della pelle
General contracting and consulting services for leather industry

Leather Technology Group

Via Lanzone 31 20123 Milano Italia
Telefono (02) 865221 865285 866557

Mr. A. W. Clausen
il Consigliere Delegato President

The World Bank
Milan, 15th January 1982 1818, H. Street, N.W.

FA/Mgc WASHINGTON, D.C. 20433 - U.S.A.

Dear Mr. Clausen:

I refer to your recent visit in Tanzania, during which you had the
opportunity to pay a visit to the Morogoro Shoe Company, a factory
set up with funds provided by I.D.A. and I.B.R.D..

This unit, already on stream, was created, as you are likely aware,
with our consultancy and at present is under our management.

I did appreciate your interest in the job performed by us during
your visit around the factory; I take this opportunity to attach
herewith some pictures showing you and Mrs. Clausen during thatvi-
sit in the factory premises.

Let me express to Mrs. Clausen and you, my best regards and greet-
ings for the 1982.

Y -s si cerely

F~eiic Lk rcini
Vice-President and Managing Director

Encl.: a.a.



December 21. 1981

Dear Mr. Minister:

I am writing to thank you for the courtesies you
extended to me, FIrs. Clausen and my colleagues during our recent
visit to Tanzania, including meeting us on our arrival at the
Kidatu airstrip.

We thoroughly enjoyed the cultural presentation and
the subsequent tour of the project. I congratulate you and
your staff for a job well done.

Thank you also for your thorough briefing on the
energy sector and our full and frank exchange of views at the
guest house over a very nice lunch. Mrs. Clausen and I
appreciate your thoughtful mementos of our visit.

We look forward to meeting you again either in
Washington or Tanzania.

Sincerely,

J1+-
(Signed) A. W. Clausen

His Excellency
Al-Noor Kassum
Minister of Water and Energy
P.O. Box 9153
Dar es Salaam
Tanzania

cc: Messrs. Stern; Lafourcade (2)
Abdulai (EDS); Wapenhans (EANVP); Kraske (EAlDA);
Adler (EAPDR); Dunn, Gore (EAIDA); Nooter (Res. Rep.)

DADunn/--; tt-



December 21, 1981

Dear Mr. Prime Minister:

My thanks to you and your staff for receiving me
and my colleagues during our recent visit to Tanzania. We
enjoyed our discussion of economic problems and other facets
of development in your country and look forward to further
cooperation between the Bank Group and the Government of
Tanzania. Hopefully, it will provide us with an opportunity
to meet again.

Sincerely,

(Signed) AW. C!ausen

His Excellency
Cleopa D. Msuya
Prime Minister
P.O. Box 980
Dodoma, Tanzania

cc: Messrs. Stern (SVPOP); Lafourcade (EXC) (2);
Abdulai (EDS); Wapenhans (EANVP); Kraske (EA1DR);
Adler (EAPDR); Dunn, Gore (EAlDA); Nooter (Res. Rep.)

DADunnJ--;ct



December 21, 1981

Dear Mr. Minister:

Thank you for the many courtesies extended to
Mrs. Clausen and me and my colleagues by you and the
staff of your Ministry during our recent visit to
Tanzania. It was kind of Mr. Mbaga to greet us on our
arrival at the airport in Dar es Salaam, and I hope
you will extend my personal thanks to him. The splendid
reception you hosted at the Kilimanjaro Hotel was
especially enjoyable. It provided us with an excellent
opportunity to meet many Government officials and members
of the diplomatic community.

The entire visit to your country was extremely
interesting and the many discussions held with Govern-
ment officials contributed greatly to our understanding
of the problems now facing Tanzania. The full and
frank dialogue between yourself and Mr. Wapenhans con-
cerning the country's economic situation and the pros
and cons of devaluation was particularly noteworthy
and useful. We look forward to continuing our discus-
sions on these matters with your Government in the
future.

Sincerely.

A.W. Clausen,

His Excellency
Koghoma Ali Malima
Minister of State for

Planning and Economic Development
P.O. Box 9120
Dar es Salaam, Tanzania

cc: Messrs. Stern; Lafourcade(2)
Abdulai (ED); Wapenhans (EANVP); Kraske (RAlDR);
Adler (EAPDR); Dunn, Gore (EAlDA); Nooter(ResRep)

DADunn/AWC:bli



December 21, 1981

Dear Mr. Kazaura:

Many thanks for the hard work done by you and the
staff of the Ministry of Finance in preparing for my recent
visit to Tanzania. Mrs. Clausen and my colleagues join me
in expressing our appreciation for the many arrangements
made. Our entire visit was very successful.

We are especially grateful to you for hosting
our delightful dinner at the MIikumi Wildlife Lodge and
for the kind remarks you made on that occasion. It was
a lovely evening for all of us.

Sincerely,

A.W. Clausen

Mr. Fulgence Kazaura
Principal Secretary
Ministry of Finance
P.O. Box 9111
Dar es Salaam, Tanzania

cc: Messrs. Stern; LAfourcade(2)
Abdulai (ED); Wapenhans (EANVP); Kraske (EAlDR);
Adler (EAPDR); Dunn, Gore (EAlDA); Nooter (REs.Rep.)

DADunn/-:bli



December 21. 1981

Dear Mr. binister:

!any thanks for your assistance and that of your
staff for making my recent visit to Tanzania a successful
one. Irs. Clausen and my colleagues join me in expressing
our sincere appreciation for the excellent arrangements
which were made. I have written separately to Mr. Kazaura
tkanking him for hosting a dinner for us at the Mikumi
Wildlife Lodge.

I appreciated the opportunity which we had for the
full and ,frank exchange of views about the present economic
difficulties faced by your Government, and look forward to
continuing our dialogue in the future. I have every expec-
tation that Tanzania and The World Bank will continue to find
a basis for cooperating in the future economic development of
your country.

It was very kind of you to come to the airport on
our departure. We all were pleased to have the chance to
see you again and express our gratitude for your hospitality.

Sincerely,

A.W. Clausen

His Excellency
Amir Jamat
Minister of Finance
P.O. Box 9111
Dar es Salaam, Tanzania

cc: Messrs. Stern; Lafourcade(2)
Abdulai(ED); Wapenhans (EANVP); Kraske(EAIDR);
Adler (EAPDR); Dunn, Gore(EAIDA); Nooter (Res.Rep.)

DADunn/-:bli



THE TREASURY,
P.O. Box 9111,

DAR ES SAIAAM.

THE UNITED REPUBLIC OF TANZANIA

THE MINISTER FOR FINANCE

4th ,Janunry, 1982

Mr. A. W. Clausen

President

World Bank

Washington D.C. 20433

U. . A.

Dear Mr. Clausen,

Many thanks for your kind letter of December 21, 1981.

We very much appreciated - and enjoyed - having Mrs. Clausen

and you with us in Tanzania so early after you assumed

leadership of the World Bank.

We do want to move forward without loosing time, and

it is my sincere hope that with your help we will be able to

resume the momentum we lost in recent years, for reasons which

we have endeavoured to analyse together with the Bank.

With all good wishes for the New Year,

Vijurs,

A. H."37YV L

MINISTER FOR FINANCE

/' l -1
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December 21, 1981

Dear Mr. Minister:

Thank you for the many courtesies you and your staff
extended to me, Mrs. Clausen and my colleagues during our
recent visit to Tanzania. Please convey our gratitude also
to those responsible for the well conducted tour of the
Morogoro Industrial Estate, especially the leather and shoe
factories. It was good to have a frank discussion of the
problems of the shoe factory, including its very difficult
financial position. I wish you and your staff every success
in attempting to improve the position in the future.

Every good wish to you for happiness in the New Year.

Sincerely,

(Signed) A. W. CUausen

His Excellency
Basil Mramba
Minister of Industries
P.O. Box 9503
Dar es Salaam, Tanzania

cc: Messrs. Stern; Lafourcade(2);
Abdulai (ED); Wapenhans (EANVP); Kraske (EAlDR);
Adler (EAPDR); Dunn, Gore (EAlDA); Nooter (Res.Rep.)

DADunn/-: bli



December . 19s

Vis Excellency Juliue Nyerere
Prcid#nt of- the United iiepublic of Tanzania
P. 0. rox 1120
uar es Salaa

Tonzania

Dear Lr. President:

I aui urictnE to thank you and your Govern.knt officiaN for
maklug ny visit to your country in 1Novemmlber so anjoyabOe and educational. I
vould particularly like to thank Ninisters Rassun, Tlramaba, M'l , JAtnal,
and Priz- inister tsuya, and their staffs, for their excellent briefinga
and discu~sions.

I Woul. also like to record imy understanding of sor poInts which
you made during your meetin-, with me, arA qot.e of ty r>wi ctom. I kns
interested! to hear your views o- the present econo-zc problei of Tanana,
on the atatus of the poltey dialetu with tho I-F and th_ Pank Group, and
the deve opnent of an econorxic adjustment pro raw which lould jutify'
continued high levels of kank Group leoding. In particular, I re..eaber
your eloquent stateent tnat it was your view that the first- thIsr' to be
dcne was to provide tre criuntry with foreitn exne, and that only if
that were done could tie inporte be provided which could underlie
structural AdjuSt,,nt olicies. In other words, you said, the flow of
furds must precede tLe chanes in econo.4c policy. fin this point, I
re.-rked that Ie provisilo of chorr-terQ balance of pay-ent suprort vas
the function of th-e 1.i, and that ihe Corld Bnnk's cooparative 4dvantae
was In lon.er tera n .sIstanca. In theze circistancces, the first a ,refeet
to bo reached had to 1e with t1e IF. I hoped tlott the 'ank Group could
asaist 8fter t-at, inclutfi.; couveuin. r nev?:tingi of other donors oil thi
basis of an adjostent pr'")ram 'h+ch your Government ,ould propogc with the
help of tha Advisory Group.

vith respect to some of the dctafle 1 es involve! In oiir
diecesuions with th k- . I vo pleasnd to .nte your statreent that youir
Covcr!x-!"t is not rITidly cnposci to !,valuation in principle, rnd t"-t the
ar,,ur nt was properlv ab)ut the anpro-riate Lagnftudhe of a devAluation.
You expr 'sed a slizisAr poiut of vitw &bout prjdVcer prices, iirAcatti;
thtt the quention wa not so mvch .etoer tiey srould te -ircrosse", ;t
rathier Sy hou t-ucn.



His E.cellency -2- December 22, 981

Julius yerere

With respect to other development policies. I wa glad that you,

and many of your :!inisters, talked in terms of an investment prograu

concentrating on consolidation, and rehabilitation and utilization of

existing capacity. You will recall thnt I remarked that this fitted with

one keen perception which I ha derived from ny admittedly rather quick

acquaintance with Tanzania: that your country had perhaps tried to

iuplenent too many, too large inveswtents, with too few resources.

In response to my statenent that agriculture and rural

development seeued to be the highest priority for investment, you reizinded

me that in my speech to The V'orld tank's Annual neeting I had said that my

priorities -were for atriculture, euorgy 9nd Sub-Saharan Africa. You

remarked that all three of these triorities would be served by the

Stiegler's Gorga Project, 'which you asked the Bank Group to consider. I

replied that while VinIsters Kassutt and Jamal had been eloquent in their

presentations of this project, I did not tnink that in the present

circumstances there uas any realistic chance to raise the approximataly

Us$1 billion ahich would be required in addition to securing r-esource for

other priority needs. This, I said, was an exa-ple of the need to

-concontrate for the time being on consolidation and rehabilitation of

existing inveatt.entv and not to e;2bark on very hvrge nw investi.ents.

Fovever, I did a;ree that we would look into the justification and

particularly the timing for the project in the context of our appraisal of

the next pilase of the expansion of generating cnpacity, Let rn reiterate

also that an undertakin, such as Stiei'-ler's Coroe would require a secure

market for power teyoad that provided by the economy of Tanzania alone.

To conclude, I would like to repeat what I said at the end of our

meeting. I t.ank you for the very frank and open discussions which we

had. Our job is to try to understand Tanzania's problens and to halt you

solve tiem. I hope Tanzania will continue to fins the Bank Croup to b- an

objective and conatructive partner in developnent. %e look forwArd to the

early coupletion of the fortmulation of a cediu ern racovcry praor;iz t-th

tV'e heln of tr-o AdviSory Croup. Such a *ro,,Ir; shoull stren-tl'en t*he basiA

on whIch wre can continue our lon and fruitful relationship that hen

exiated Letween Tvznaria ,ad the rank Group. Please accept my sincere

tbanks for the cxcellent arranz eents iade and for the kind hospitality

extended to us during my first visit to your beautiful country.

With kind regards.

Sincerely,

cc: Messrs. Stern; Lafourcade (2)
Abdulai; Wapenhans; Adler;

Kraske; Woodward; Dunn; Gore;

Nooter

DADunn:dsl



WORLD BANK / INTERNATIONAL FINANCE CORPORATION

OFFICE MEMORANDUM
TO: Files DATE: December 17, 1981

FROM: David A. Dunn, Chief, EAlDA 64L&

SUBJECT: President Clausen's Meeting with President Nyerere

of Tanzania

1. The meeting was attended by Mr. Mbilinyi, Advisor to the

President, Mr. Malima, Minister of Planning, Mr. Kazaura, Principal
Secretary, Ministry of Finance, Mr. Mbaga, Planning Secretary, and
other Tanzanian Government officials. Mr. Clausen was accompanied

by Messrs. Wapenhans, Nooter and Dunn. Mr. Abdulai also attended.

2. Mr. Clausen opened the meeting by saying he was pleased

that he had been able to visit Tanzania on his first visit to developing

countries as President of the World Bank. He was grateful for the very
candid discussions he had had with Tanzanian officials about the country's

economic problems and especially ways of addressing the balance of payments

problem. The relationship between the Bank and Tanzania was a long-

standing one and the Bank was happy to have been able to provide nearly

US$1 billion in aid to the country. It has been a pleasure to see some

of the projects which had been the fruits of this collaboration and he

thanked the President for the excellent presentations by Ministers Kassum

and Mramba on his project visits.

3. The President thanked Mr. Clausen for his remarks and asked

Mr. Wapenhans, who was an old friend, what he had seen that was new in

Tanzania. Mr. Wapenhans said that he hoped he saw some evolution in the

Government's thinking about the solutions to its problems. He was .
particularly grateful that the Advisory Group had been established and

was now working. He detected a sharper focus on priorities but noted

that the balance of payments gap was still increasing and the internal

terms of trade still discriminating against the rural sector. Clearly,

it was necessary to improve some policies and this had to be supported

by an inflow of foreign exchange.

4. President Nyerere said that he felt that the problems and the

solutions were equally obvious. The country needed raw materials and

spares in order to keep idle capacity going. If this was not done, there

would be no consumer goods and the problem for the farmer would be worse.

The first step was to keep the factories going. Only after that was done

could the structural program be addressed. He had hoped that the World

Bank would be able to keep these problems separate, and to help him keep

the export rehabilitation program going. Mr. Clausen said that the Bank

thought short-term help of that nature was the function of the IMF. The

Bank's advantage was in the longer term. He hoped that, if the Government

developed an adjustment program with the help of the Advisory Group, the

Bank could step in later, and could also approach bilateral donors for

assistance, but that in the first instance, an arrangement should be made

with the IMF. President Clausen said that he was pleased to hear

Tanzanian officials talk of a focus on exports and rehabilitation.



-2-

5. President Nyerere said that he knew he had to reach an
agreement with the IMF but that he was getting nowhere. He needed help

today, not tomorrow. The Government had been unable to carry through

the earlier program agreed with the Fund because that program had been
based on receipt of all the money from the Fund, but the Fund had shut
off the tap in midyear. The President said he was not anti-Fund and

he was not anti-devaluation; although he occasionally ridiculed devaluation

he was not religious about it. The question really was one of magnitude.

He felt that the Fund was constantly raising the ante. He seriously

questioned whether the Fund really wanted to reach an agreement with

Tanzania. In the previous arrangement with the Fund, the Government

had agreed to raise prices. Now the Fund wanted him to increase them

even more. Did the Fund seriously want to reach an agreement?

Mr. Wapenhans said that the Fund's main approach was to reduce the

budgetary deficits, either by greater revenue earnings or by less spending.
He did not think that the Fund was rigid about the specific pricing

measures it had suggested.

6. President Nyerere said that he wished someone from "the North"

would tell him how he could avoid subsidies, and he would do it. He noted

that at the Cancun Conference all of the developed countries defended

subsidies. Why was it not possible to proceed gradually on these issues?

He would be very happy if the Fund was not rigid about numbers. If it
were possible to move gradually, it would be possible to discuss all issues.

7. Mr. Wapenhans agreed that many countries, including for
instance the United States, subsidized agricultural production. The

problem in Tanzania was that the Government was taxing agriculture.
There had been a shift in the real terms of trade against primary pro-

ducers. The question was how to reverse this shift against agriculture.
The question was not one of subsidy but one of proper incentives to
increase output and earn more foreign exchange. The Government needed to

develop a program to return to the production levels of 1972. In the

Bank's view the adverse shift in the price structure was at least partly
responsible for the decline in production. President Nyerere replied

that price was not the only cause of declining production. For instance,
cotton prices had increased but production was down because soil fertility
had been reduced. He would he happy if he could increase producer prices

by 75 or 80%, but while the people would then have money, they would not

have soap to buy.

8. Mr. Clausen said that he understood the problems but that the

Government had to find some way to break the cycle. There was no perfect

answer to the problem; the Government had to find the least damaging

solution to its problems. He said that he believed part of the problem

was that the Government had tried to do too much, expanding too rapidly.
He had been glad to hear other Government officials talk about consolidation

and rehabilitation. He felt that the focus of an adjustment program should

be on the agricultural sector and he suggested that it would be appropriate
to think of devaluation as re-establishing a fair distribution of income
for the rural sector. President Nyerere replied that he could not increase
agricultural exports without new investments. He cited coffee, tea, cashew

and sisal in particular, and new investments meant foreign exchange.

Mr. Wapenhans reminded President Nyerere that in the first export rehabili-

tation credit the Government had agreed with the Bank that providing

inputs and improving prices also would increase production.
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9. President Nyerere said that while he knew agriculture was

basic to solving Tanzania's problems he needed money now to solve the

problem of either agriculture or industry. He wished to turn now to

other topics. He inquired whether the Mara Rural Development Project
and the Feeder Roads Project could now proceed. He had been glad to

hear Mr. Clausen say that the World Bank's priorities were for agriculture,

energy and Sub-Saharan Africa. In that case, rural development and

energy development in Tanzania were Mr. Clausen's priorities, and he

therefore urged the World Bank to support the Stiegler's Gorge Project.

Mr. Clausen said that Ministers Kassum and Jamal had been eloquent in

making the case for Stiegler's Gorge; however, it was a US$1 billion

project and there was simply no chance to raise that amount of money

given Tanzania's current foreign exchange crisis. Alternatives should
be considered; assuming an adjustment program, and agreements on the

EAC and with the IMF, regional power coordination should be considered.

The World Bank dealt with the long-term. If Tanzania needed money now,

it had to look to the IMF. Only an agreement with the IMF, and then

an understanding with the Bank on longer-term economic programs, could

create the conditions in which a Stiegler's Gorge project could be

considered in the future. Mr. Wapenhans added that the question was one

of appropriate timing of power development, including the regional

possibilities mentioned by Mr. Clausen. Mr. Clausen agreed and said

that of course the Bank, as requested, would examine the proposal in

that context.

10. President Nyerere thanked Mr. Clausen for the chance to meet

him, and for listening so patiently. He hoped Mr. Clausen would under-
stand, and help to solve, the Third World's problems. Mr. Clausen said the

Bank's job was to help, and be a partner. He thanked the President for

the helpful discussions, and looked forward to continuing a fruitful
relationship between Tanzania and the Bank.

cc: Messrs. Lafourcade
Abdulai
Wapenhans
Adler
Kraske
Nooter

EAlDA Staff

DADunn:mlh



WORLD BANK / INTERNATIONAL FINANCE CORPORATION

OFFICE MEMORANDUM
TO: Files DATE: December 17, 1981

FROM: David A. Dunn, Chief, EAIDA

SUBJECT: President Clausen's Meeting with Mr. Malima, Minister of
Planning of Tanzania

1. The meeting was attended by Mr. Mbaga, Planning Secretary, and
other Tanzanian Government officials. Mr. Clausen was accompanied by
Messrs. Wapenhans, Nooter and Dunn. Mr. Abdulai also attended.

2. Mr. Malima opened the meeting by thanking the World Bank for
its support to Tanzania. Mr. Clausen said that he hoped the cooperation
would continue but that the Bank's ability to help would depend on Tanzania's
economic policies. He noted that export earnings were critical and that
agricultural export earnings in particular had declined in recent years.
He asked the Minister to describe Tanzania's export development strategy
and to say what he thought were the prospects for improvement.

3. Mr. Malima said that the foreign exchange problem had become
much more serious in the last one or two years. The factors contributing to
diminished agricultural production were different for different crops,
but there were two principal problems: inadequate investment funds, both
from domestic and foreign sources; and producer prices. On the latter, the
Government felt it had done as much as it could. Real prices, not money
prices, were important. What mattered was what the farmer could buy. The
limiting factor on monetary pricing was the supply of consumer goods like
bicycles and textiles. The Minister reviewed some of the problems of
individual crops. Cashew production was down largely because the trees
were old. Reinvestment was needed. Sisal production also suffered from
low investment but other problems had been the level of international
prices, incompetent and frequently changed management, and transportation.
In cotton, pricing was the problem and the gins were old, but a more
important problem was that the use of fertilizer seems to have produced
soil salinity in the crop areas. International prices were the principal
difficulty with both coffee and tea. Coffee disease was also a factor, and
for tea, production had grown faster than processing facilities. Trans-
portation and power were also problems. Pyrethrum's problem was the reverse
of the tea sector, i.e., production lagged behind investment in factories.
Again, international prices were a difficulty.

3. Mr. Clausen said that in the absence of appropriate incentives,
one could not blame the farmers for not responding. He noted that many
subsectors described by the Minister had similar problems, such as the
lack of funds for investment and the lack of stable prices. Not all of
these factors were totally in the control of the Government, yet they had
to be dealt with. Mr. Clausen asked what was the country's strategy for
handling the situation. Mr. Malima said that the Government needed both
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increased access to foreign exchange resources and a better export
performance. Mr. Wapenhans noted that the IMF was now the key to foreign
exchange resources which would increase the flow of goods. What alternatives
did the Government have to reaching agreement with the Fund? Mr. Malima
said that the fundamental problem with the Fund was that they insisted that
policy measures be taken now and that the foreign exchange would only come
later. Referring to a study which showed that 80% of all devaluations
were passed on in the form on inflationary price increases, Mr. Malima
said that the funds had to be disbursed before, or at least at the same time
as, the devaluation, and not later. Mr. Wapenhans said that inflation was
indeed a problem which had to be dealt with in an economy such as Tanzania's.
This would mean that the urban consumer would have to suffer if rural producers
were to benefit. It was up to the Government to design measures to minimize
the inflationary effects. Mr. Clausen, agreeing, said that it seemed to
him that the Government simply had to choose the lesser evil. Mr. Wapenhans
followed up on this point by observing that the Government could influence
which prices increased, and therefore who derived the largest benefit from a
devaluation. In fact, such a structural change in the economy in favor of
the agriculture sector was now necessary.

4. Mr. Clausen thanked Messrs. Malima and Wapenhans for their
interesting discussion of the devaluation issue and summarized the Bank's
position by saying that a devaluation would be helpful. The World Bank's
ability to help Tanzania necessarily depended on the adoption of the
appropriate overall economic adjustment strategy, and in order to carry out
such a strategy it was obvious that the Government needed the IMF's money.
The Minister said he appreciated that the Bank could not move in the absence
of Tanzania's agreement with the Fund, but he urged the Bank to understand
exactly what the IMF and Tanzania were saying to each other. To convince
Tanzania that devaluation was necessary, the Fund would have to build its
case on empirical evidence.

5. Returning to the question about strategies for dealing with the
current situation, Mr. Clausen asked if rehabilitation of production facilities
was a solution. Minister Malima said that the Government's policy was to
invest in export promotion and import substitution, including in the agricultural
sector. The Government was pushing small scale irrigation and the adoption
of drought resistant crops. As a general measure, the development budget would
be oriented towards utilization of existing capacity rather than new investments.
The Government's strategy favored investment in integrated development, consoli-
dation and de-bottlenecking. Mr. Clausen followed up on this point by saying
that it seemed to him that Tanzania was trying to do too much, with inadequate
resources. The Minister reiterated that the Governent's strategy was now
to emphasize foreign exchange earnings or import substitution - each project
was now required to have a foreign exchange budget - and the completion or
rehabilitation of existing projects.
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6. Minister Malima returned to the point that the case for the
change of the exchange rate had to be based on empirical evidence. Tanzania's
problem is that it is an exporter of primary products. Everything which
it now produces is sold, but because of international prices, the country
receives less money for more goods. On the other hand, the cost of imports
had increased. The Government could not afford to increase the price of
imported goods by devaluation as this would affect the flow of supplies
to essential sectors such as education and health. A devaluation would
increase the domestic cost of production and the question was whether the
export pluses would outweigh the import minuses.

7. Mr. Wapenhans agreed with the Minister that Tanzania had suffered
from a particularly adverse shift in the terms of trade. However, the
Government also had allowed the internal terms of trade to shift in favor
of the urban consumer at the expense of the producers of primary products,
which were the basis of Tanzania's exports. It was vital to reverse this
trend. The decline in farmers' margins had caused disinvestment rather
than investment. It was true that devaluation by itself would not solve
the problem. The Government must also address the problems of marketing,
and prices to producers. The Minister noted that the urban minimum wage
earner also had been squeezed. He accepted the statement that agricultural
producers must get more. The question was how to do it without creating
worse problems. An inflationary devaluation would make it even harder
to provide the goods on which farmers could spend their incomes. Mr. Wapenhans
said that one way or the other, the only solution was to provide funds for
the critical areas of the economy, including agriculture, which needed to
increase capacity utilization and that there seemed to be only one way to
get the funds. In conclusion, Mr. Clausen thanked the Minister and
Mr. Wapenhans again for their fascinating discussion of the pros and cons
of devaluation.

cc: Messrs. Lafourcade (EXC); Abdulai (EDS); Wapenhans (EANVP),
Adler (EAPDR), Kraske (EAIDR), Nooter (EAFTA)

EAlDA Staff

DADunn:dal



Meeting 11:00 A.M. November 24,1981

Participants:

Minister of Finance Jamal A .W. Clausen
P.S. Kazaura W. Wapenhans
Francis Byabato D. Dunn
Y. Abdulai R.H. Nooter

After an exchange of greetings, Mr. Clausen asked if Mr. Jaml
could tell him the status of the Memorandum of Understanding, the Advisory
Group, and relations with the IMF.

At Mr. Jaml's request, Kazura said he had just received the Kraske
letter of November 11, 1981 and that he vas preparing a response to it. He
said some things bad been accomplished since the Yenal review and he would
elaborate on them in the Government' s response. For exmple, the export
rebate scheme has now been put into effect. Agricultural prices have been
raised, but it vas hard to judge how much increase was high enough.

Jamal said while agricultural prices were important, increasing yields
were also. On the whole, he thought too much emphasis as being put on prices.

Wapenhans said while prices have been raised in nominal terms, they have
declined in real terms. To accomplish the latter, it is necessary for the
price increases to exceed the inflation rate.

Jaml said price incentives mean little unless goods are available for
farmers to buy.

Wapenbans said that on the whole the progress on the Memo of Understanding
was inadequate including retaining access to I1MF resources.

Jaml said the Advisory Group now has access to everything it needs,
including to the Tanzanian "body politic". Jamal hoped that the Bank will
support the work when it is finished. Regarding the IMF, the Fund went back
on the agreement to do a "joint study" with Government on the need for
devaluation, and instead the finml report ws two separate studies (one by
Government and one by the IMF). It is the Government's intention, however, to
negotiate with the Fund and to seek an agreement.

The Advisory Group will have to decide whether to do a single study, or
whether to handle individual issues as they proceed, assembling them at the end.

Wapenhans stressed that it mas not what the Advisory Group produces, but
what the Government accepts as a Structural Adjustment Program that counts.
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Jamal said he agreed in principle with that, but we must - all of us -
take seriously into account what the Advisory Group recommends. Any program
will need substantial and early funding. If the IMF will support the program,
that is fine but if not, then Government will have to get help from whenever it
can. He realizes that the ball is in the Government' s court now in regrd to
the IMF, but he hopes that the Advisory Group can be brought into the IM2
discussions.

Mr. Clausen stressed the importance of having an IMF agreement plus an
intermediate term adjustment program as a basis for permitting the Bank to
help Tanzania to reverse the economic slide. These pre-conditions will also
help to secure support from other donors.

Jaml said some other donors have agreed with Tanzania in the discussions
with the Fund, and this has encouraged Tanzania to go on with these talks.
Also, he hopes that the Bank will recognize the political realities facing
the country when insisting on conditions. He said that in one or two years,
he (Jamal) may be in a position to "look into Mr. Clausen's eyes" regarding
Sub-Saharan Africa.

Mr. Clausen said that he recognized that readjustment is a difficult,
long term problem which needs lots of money, and requires working together in
partnership if it is to be accomplished.

Jamal then referred to the need to do more work on manpower needs as
suggested in the Memo of Understanding.

Wapenhans agreed, pointing out that there ms not enough skilled manpower
to meet the needs of 350 parastatals.

Jamal pointed out that all of the functions carried out by the parastatals
needed to be performed, however.

Wapenhans said that Tanzania could well do without the Regional Transport

parastatals (even though the Bank ms giving them support).

Jamal said that the "Arusha Declaration - 10 years Iater" ms a realistic
appraisal of the weaknesses of the Government' s programs, but the ver with
Ugnda kept those ideas from being addressed. Improving the crop authorities,
for example, is now top priority.

Mr. Clausen said that we agree that agriculture should be Tanzania' s
top priority, but this sector has not been doing well for a long time. The
problems behind the decline must be understood in order to map a strategy for
improvement. What caused agriculture's decline? What is needed to expand export
earnings? The Bank has great expertise and experience in agriculture which
can be used to reverse these trends. Tanzania appears to have tried to do too

many large projects (such as the shoe factory) and not concentrated enough on
small things. Why did Tanzania invest in a large shoe factory, instead of putting
this money into agriculture?
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Jamul said that the theory was that the shoe factory would earn
foreign exchange.

Mr. Clausen said that this overlooked the need for good maragement. This
factory as too big a jump to make.

Warenhans said the shoe factory decision was taken before 1977, when
foreign exchange shortages were not such a problem. Now this effects everything.
Also, local raw mterials are very high priced, and it is obvious that
something is wrong with the entire cost and pricing structure.

Mr. Clausen said the issue is whether this was the best wvy to try to earn
foreign exchange. It is important, however, that there is understanding on
both sides, and we must work together to get a good return on the aid funds
which are invested.

Jamal said that the same old issues remain to be dealt with - how to
improve or develop transport, fisheries, livestock - all need to be addressed
and there were no easy answers.

Mr. Clausen asked if perhaps the country vas trying to do too many things
at once, rather than concentrating on doing fewer things better?

Jamal said the question of priorities is almys there, of course, but
there is a minimum number of things which you have to do.

In response to a question from Mr. Clausen, Jamal said that the East
Africa Community discussions were on track. He has been working cooperatively
with his colleagues and Umbricht, and has been pushing for a settlement.
Kenya was not helpful in the early stages, but now things are better. He wants
to tie it up soon, but there may be some problems, perhaps with Uganda.
Perhaps after this is settled Jamal may want to talk with the Bank abbut future
regional projects.

After a further exchange of courtesies, the meeting mas adjourned.

C.c.: Messrs. Lafourcade
Wapenhans
Abdulai
Adler
Kraske
Dunn

EAlDA Staff



Meeting - 3:00 P.M. November 24, 1981

Participants:

A.W. Clausen Msuya - Prime Minister
W. Wapenhans Tunginie - Principal Secretary
D. Dunn Kipokola - Economic Advisor to P.M.
R. Nooter Malinm - Minister of Planning

Mbaga - Planning Secretary
Kazaura - Principal Secretary, Min. Finance

Prime Minister greeted Mr. Clausenmentioning the long history of
friendly relations with the Bank, and the spirit of frankness which
characterized the relationship. He expressed the hope that we would continue
to be open-minded in seeking solutions to Tanzania's' problems.

Mr. Clausen agreed on the need for candor, and assured the Prime Minister
that he would always be candid. He was pleased to note Tanzania's recent
emphasis on exports, but noted the long term decline in agriculture output.

Prime Minister said the problem as how to change a subsistence economy
into a monetized one. Also, drought had been severe for the past several years,
and fluctuating agricultural prices made exporting difficult. He did recognize the
importance of agriculture, however. In industry, Government had promoted
agro-processing, and import substitution based on indigenous raw mterials.
However, it is necessary to rely on many imported items until Tanzanian
industry is more fully developed.

Mr. Clausen said he noted some hopeful signs from Tanzania' s oil drilling
program, and Tanzania was fortunate to have a large hydropower potential. In
his view, agriculture and energy are the two most important areas and the Bank
is pleased to play a role in their development. He then asked what is the
Government's strategy to reverse the present economic decline. He vas pleased
to hear that Tanzania was reestablishing cooperatives, but what else?

Prime Minister said the Government now conducted annual agriculture price
reviews in order to keep agriculture prices at an adequate level. Also, the
extension service needs to be strengthened. They were studying the use of farm
implements, and also fertilizer.

Wapenhans asked about the status of agricultural research.

Prime Minister said this area was not very well developed. Turning to
the Advisory Group, he said they have been given a brief to look into the need
for expanded agricultural investment, among other things.
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Malim said that the Advisory Group ms now under wy. They have a work
program, although some urgent matters such as the need to review the exchange
rate situation, and what level of budget deficit is sustainable, my be given
priority.

Wapenhans said his understanding me that the Advisory Group would focus
on mcro-economic issues, and a separate program to develop agriculture
research and extension would be developed with the help of technicians
provided under the Technical Assistance credit. He wondered how these several
activities would be integrated?

Prime Minister said development of several different crops need not be
mutually exclusive - it was necessary to look at cropping systems. In his
view, there had not been much shifting from one crop to another as claimed by
some. Shortage of food vas primarily a result of rapid population growth, and
the weather.

Malim said smuggling also affects the food deficit, and others agreed
that this vais a major problem in the border areas.

Mr. Clausen asked how the Bank could help in Tanzanian development?

Prime Minister replied that the most urgent need me for raw mterials
to meet the needs of the productive sector.

Mr. Clausen agreed that this as probably the highest priority, but said
that this kind of short term help vas what the IMf fs for.

Prime Minister said he understood that, but he also hoped that the Bank
feels some responsibility to keep the damage caused by the deteriorating economy
to a minimum.

Mr. Clausen then asked how the Prime Minister could help us to help Tanzania?
Given scarce IDA resources, we are under great pressure to use the funds where
they will be most effective. What can Tanzania do to assist us in making a
case for credits for Tanzania?

Prime Minister said that while he vns not certain that he understood the
question, he thought that the program which the Advisory Group vs working on
would be helpful. Also, there were projects in the pipeline which were being
developed for Bank financing.

Mr. Clausen said that there were two pre-conditions for expanding the
Bank' s involvement in Tanzania : (1) working out a program to meet the short
term needs through the IMF, and (2) developing a medium term adjustment
program. If this program is acceptable to the donor commity, then we can see
if the Bank could expand its program.



Prime Minister said that Government as talldng with the IlM, and
while they my differ on the exact perscriptions and the mximum pressures
which the public can absorb without ending up with social unrest, he hopes
that they can reach an agreement.

After an exchange of pleasantries, the meeting fs adjourned.

C.c.: Messrs. Lafourcade
Abdulai
Wapenhans
Adler
Kraske
Dunn

EAlDA Staff
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TANZANIA

Mr. and Mrs. Clausen's Visit - November 22-25, 1981

Itinerary

Sunday, November 22 0800 Departure from Nairobi by charter aircraft.

1100 Arrival Kidatu airstrip, met by Minister
Kassum of Water and Energy and proceed to

Kidatu Guest House.

1200 Briefing on the Kidatu Hydroelectric
Project (Phase I and II) and lunch at the
Guest House hosted by Minister Kassum.
General Manager and other officials of the
Power Company (TANESCO) and possibly the
Morogoro Regional Commisioner to attend.

1400 Departure for site yja Zt-4LPower House and
Dam, fnanrCTunder Phase I and I the
Kidatu Hydroelectric Project.-

1600 Departure for Morogoro by air.

1630 Arrival at Morogoro and depaxn re for
Mikumi Wildlife Lodge by road.

1800 Arrival at Mikumi Wildlife Lodge.

1900 Dinner and night at Mikumi Wildlife Lodge
with the Bank party.

Monday, November 23 0800 Departure by road for MorQgoro Ttdu'trial
Complex, designed to manufacture shoes for

export. The complex consists of an

industrial estate and a sjhoe an -lAaahsr

godsfa ctory (financed by the Bank), a
canvass mill (financed by EIB), and a
tannery (financed by Bulgaria).

0900 Arrival at the shoe factory and factory
visit. To be accompanied by Mr. Ngamilo,
the General Manager of the holding company
(Tanzania Livestock Associated Industries),
the officials of the factory and possibly
by Minister Mramba of Industries.
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Monday, November 23 1100 Briefing by the Minister of Industries on

(cont'd) role of industrial sector in Tanzania, its

problems and prospects, role of parastatals
in the industrial sector and, more
generally, Tanzania's economic development.

Lunch (details to be arranged later).

1400 Departure for Dar es Salaam by air.

1530 Arrival at Dar es Salaam and check into the

Kilimanjaro Hotel.

1900 Reception hosted by Minister Malima of

Planning and Economic Affairs for Mr. and
Mrs. Clausen and senior government

officials and Ministers (attendance 100

persons including spouses, venue to be

determined).

Tuesday, November 24 1000 Meeting with Minister Malima of Planning
and Economic Affairs. Discussions on

Tanzania's economic difficulties and the
(A separate itinerary prospects of the Government's economic
for Mrs. Clausen is survival program. Advisory Group and the
being prepared.) Government's expectations from it,

discussions with the IMF and the prospects
for the Bank's non-project assistance and

the Consultative Group.

1300 Lunch hosted by Minister Jamal of Finance.

Topics for discussions same as with

Minister Malima.

1500 Meeting with Minister Msuya. Discussions
on the Advisory Group, the Government's

strategy for rural development,
particularly role of smallholder farmers
and central services and measures to
improve smallholder productivity, role of
industrial development in the economy and

strategy.

1700 Meeting with President Nyerere.

Discussions on the President's views of
Tanzania's economic problems and measures
required for economic revival, Tanzania's

expectations from the Bank, President's
reflections on the Cancun Conference,
prospects for cooperation among the EAC

members. Ministers Jamal and Malima may
attend.



A

-3-

1900 Dinner with the Resident Representative and

the Bank party.
Night at Kilimanjaro Hotel.

Wednesday, November 25 0955 Departure for Malawi by Air Tanzania,
TC501.
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US assistance to Africa ($ million)

Country Development Economic PL-480 PL-480 Total
assistance support funds . Title I/Ill Title 11* assistance"

1980 1981 1982 1980 1981 1982 198o 1981 19a 1pso 1661 1982 1980 1961 1982

Sahel Programm
Cape Verde 3.1 3,0 3.5 - 2.0 0.4 0.2 5.1 3.4 3.7
Chad 0.2 - - - - - - 1.2 - - 1.4 - -
Gambia 4.7 6.2 5.0 - - - - 1.8 1.2 1.0 6.3 7.4 6.0
Mali 15.5 13.0 9.2 - - 0.5 - - 16.1 13.3 10.0
Mauritania 2.7 8.0 9.2 - - - 7.0 3.3 3.1 9.7 11.3 12.3
Niger 9.5 13.0 14.2 - -0- - 1.1 1.7 0.5 10.6 14.9 15.1
Senegal 10.0 13.8 18.0 - - 7.0 7.0 7.0 8.8 7.3 7.8 26.0 28.8 35.2
Upper Volta 9.2 14.1 18.2 - - - - 11.5 17.0 11.0 20.8 31.2 29.3
Sahel regional 21.6 24.6 29.5 .- - ... .- - - 21.6 24.6 29.5
Southern Africa Programme
Angola - - - - - 4.9 1.1 1.1 4.9 1.1 1.1
B___ 9.8 -. -13.0 10.0 10.0 - -4.

9.87. 9. . O 7 8.8 17.7 18.0 -46
Maai- 4.4 5.0 7.3 - - - - 5.0 5.0 0.7 1.4 0.9 ~07 - 13.3
MziliQue - - - - -- 10.0 5.0 10.0 7.5 3.1 1.5 17.5 1
Swaziland 7.5 7.5 6.8 - - 2 - - - 0.1 0.4 0.7 _L. 7.9 7.5.
zambe - - 24.0 20.0 20.0 12.5 10.0 10.0 6.5 0.1 - 43.0 30.1 30.0

we - - - -22.9 25.0 75.0 - 1.8 - - 247 25.0 75.1
S hThAfrica regional - - - 8.1 26.0 30.0-- - 8.1 25.0 30.0
Other -
Benin 2.6 4.7 - - - - - 0.9 1.3 1.0 3.5 6.0 1.0
Burundi 4.4 4.0 5.1 - 0- - - - 2.5 2.9 2.5 6.9 6.9 7.6
Cameroon 6.3 17.9 21.0 - - - - - 1.8 1.6 1.9 9.1 20.6 24.5
CAR - - 1- - - - - - - 0.5 0.4 0.1 0.5 0.4 1.1
Comoros - - - - - - - - 0.3 0.2 0.1 0.3 0.2 0.1
Congo 0.2 2.0 2.0 - - - . - - 0.7 0.6 0.1 0.9 2.6 2.1
Djibouti 1.1 2.1 - - 2.0 2.0 _ - - 1.9 1.2 2.2 3.0 5.3 5.3
Equatorial Guinea - 1.0 1.0 - -- - - 0.5 - - 0.5 1.0 1.0
Ethiopia - - - - - - 13.5 5.6 3.4 13.5 5.6 3.4
Gabon 100- - .. 8 - - - - 0.1 2.7 2.7
Ghana 10.0 4.9 8.0 12.7 12.7 14.0 4.9 78 6.6 27.8 25.6 29.0
Guinea 5.2 2.4 2.5 - - - 6.0 7.0 7.0 1.5 3.2 0.2 12.7 12.6 9.7
Guinea-Bissau 1.7 1.6 1.9 - - - - - - 0.4 2.7 0.6 2.1 4.3 2.5
Ivory Coast - - - ----0- - - 0.007 0.011 - 0.02 0.04 0.04
Kenya 17.3 21.1 34.5 14.5 5.5 10.0 16.9 11.0 15.0 5.1 7.7 4.4 74.2 51.8 116.2
Liberia . 10.8 11.6 8.0 5.0 7.0 10.0 5.0 5.0 5.0 0.3 0.5 0.2 23.8 29.2 36.1
Madagascar - - - - 2 - - - 0.03 2.0 1.8 0.03 2.0 1.8
Muritius 0.3 - - - - 2.0 2.8 3.5 - 0.5 1.4 0.6 3.6 4.9 2.6
Nigeria 1 2 6.7 - - - - - - - -
Rwanda 1.9 2.9 6.7 - - - - - 2.0 3.9 3.2 4.0 8.4 11.5
SaoTome& Principe - 1.6 - - - - - 0.06 0.3 - 0.1 1.9 -
Seycheles 0.6 0.5 - - 2.0 - - 0.2 0.5 0.4 0.8 1.0 2.4
Sierra Leone 2.0 2.6 2.3 - - 2 1.2 1.3 - 1.5 2.0 2.1 4.7 5.9 4.4
Somalia 12.3 12.6 16.2 0.0 - - 20.0 17.7 15.0 16.4 27.9 19.6 5.5 82.9 67.5 78 5
Sudan 30.1 22.9 27.0 40.0 50.0 0.0 25.0 25.0 25.0 1.5 7.0 3.3 122.0 135.6 206 6
Tanzania 14.9 13.5 15.9 - - - 7.5 7.5 7.5 5.8 5.7 1.7 28.2 26.8 25.2
Toga 1.9 2.2 2.6 - - - _ _ - 2.0 3.4 2.7 3.9 5.7 5.4
Uganda - - 5.0 - - - - - - 7.9 2.0 - 7.9 2.1 51
Zaire 6.9 9.4 10.0 - - - 15.7 10.0 10.0 0.9 - - 30.4 26.2 32.1
Africa regional 39.4t 44.0 88.3 - - - 39.4t 44.0 88.3
Tota . 268.0 303.0 390.5 133.0 144.0 231.0 140.0 125.0 132.0 153.0 134.0 83.0, 771.8 782.9 1,047.0

includes UN World Food Programme voluntary agency, and government-to-
government programmes but not emergency feeding programmes that may be
necessary in financial year 1982 Figures represent actual obligations for financial year 1980 and planning levels for

includes foreign military sales (FMS) and international military and training (IMET) financial years 1981 and 1982
t does not include S 14.2 million for African refugees Source: US International Communications Aouncv
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Revised
November 10, 1981

TANZANIA

Mr. and Mrs. Clausen's Visit -- November 22-25, 1981

Itinerary

Sunday, November 22 0800 Departure from Nairobi by charter aircraft.

1100 Arrival Kidatu airstrip, met by Minister

Kassum of Water and Energy and proceed to

Kidatu Guest House.

1200 Briefing on the Kidatu Hydroelectric

Project (Phase I and II) and lunch at the

Guest House hosted by Minister Kassum.

General Manager and other officials of the

Power Company (TANESCO) and possibly the

Morogoro Regional Commisioner to attend.

1400 Departure for site visit to Power House and

Dam financed under Phase I and II of the

Kidatu Hydroelectric Project.

1600 Departure for Morogoro by air.

1630 Arrival at Morogoro and departure for

Mikumi Wildlife Lodge by road.

1800 Arrival at Mikumi Wildlife Lodge.

1900 Dinner and night at Mikumi Wildlife Lodge

with the Bank party.

Monday, November 23 0800 Departure by road for Morogoro Industrial

Complex, designed to manufacture shoes for

export. The complex consists of an

industrial estate and a shoe and leather

goods factory (financed by the Bank), a

canvass mill (financed by EIB), and a

tannery (financed by Bulgaria).

0900 Arrival at the shoe factory and factory

visit. To be accompanied by Mr. Ngamilo,

the General Manager of the holding company

(Tanzania Livestock Associated Industries),
the officials of the factory and possibly

by Minister Mramba of Industries.

NOTE: On Tuesday, November 24, while Mr. Clausen Is involved 
in the

meetings, Mrs. Clausen will have a separate schedule 
including

possible visits to health and educational 
facilities. The

Government is preparing a schedule 
for her.
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Monday, November 23 1100 Briefing by the Minister of Industries on

(cont'd) role of industrial sector in Tanzania, its

problems and prospects, role of parastatals

in the industrial sector and, more

generally, Tanzania's economic development.

Lunch (details to be arranged later).

1400 Departure for Dar es Salaam by air.

1530 Arrival at Dar es Salaam and check into the

Kilimanjaro Hotel.

1900 Reception hosted by Minister Malima of

Planning and Economic Affairs for Mr. and

Mrs. Clausen and senior government

officials and Ministers (attendance 100

persons including spouses, venue to be

determined).

Tuesday, November 24 1000 Meeting with Minister Malima of Planning
and Economic Affairs. Discussions on

Tanzania's economic difficulties and the

(A separate itinerary prospects of the Government's economic

for Mrs. Clausen is survival program. Advisory Group and the

being prepared.) Government's expectations from it,

discussions with the IMF and the prospects

for the Bank's non-project assistance and

the Consultative Group.

1300 Lunch hosted by Minister Jamal of Finance.

Topics for discussions same as with

Minister Malima.

1500 ljeeting with Minister Msuya. Discussions

on the Advisory Group, the Government's

strategy for rural development,

particularly role of smallholder farmers

and central services and measures to

improve smallholder productivity, role of

industrial development in the economy and

strategy.

1700 Meeting with President Nyerere.

Discussions on the President's views of

Tanzania's economic problems and measures

required for economic revival, Tanzania's

expectations from the Bank, President's

reflections on the Cancun Conference,

prospects for cooperation among the EAC

members. Ministers Jamal and Malima may

attend.
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1900 Dinner with the Resident Representative and

the Bank party.

Night at Kilimanjaro Hotel.

Wednesday, November 25 0955 Departure for Malawi by Air Tanzania,

TC501.



Arrival Statement in Tanzania by Mr. A.W. Clausen

President of the World Bank

I am very pleased to come to Tanzania on my first visit to Africa as

President of the World Bank. I am indebted to President Nyerere for inviting

me on behalf of the Tanzanian Government and people.

I know of the immense effort and sacrifice which Tanzanians have devoted

to nation building. You have achieved remarkable progress in important

areas -- such as education, health, and the improvement of services available

to the people in the countryside. These achievements must be protected.

The conditions must be created for healthy and sustained development of

Tanzania's economy, and the World Bank is ready to provide its support.

Last month, I told the Governors of the World Bank at their Annual

Meeting in Washington that Sub-Saharan Africa would receive priority in the

Bank's future lending activities because of the magnitude of the economic

problems which this Region faces.

I pledged that the Bank will explore every possible avenue for greater

cooperation among its donor member nations, and the international and regional

development agencies, to assist the countries of Africa. In the Bank's

recently-published report on Sub-Saharan Africa, we have urged a doubling

of aid for the region during this decade.

For African governments, crucial, and often difficult, decisions will

need to be taken to improve economic efficiency and to do the most that can be

done with the available financial and technical resources. There is an

urgent need to give additional encouragement to food production and agricultural

exports, to more rapid development of energy, to more vigorous individual
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endeavor, and to more efficient performance of public entities.

In meeting with your President, whom I have long admired as one of this

continent's most dedicated statesmen, and other Government leaders, I hope

to exchange ideas on such vital issues. Progress must be made in overcoming

the immediate economic problems so that African countries can move towards

the larger goal of greater self-sufficiency -- a goal which the World Bank

has supported in the past and stands ready to support in the future.

The World Bank's relationship with Tanzania dates back to the early

1960s, soon after your independence. Since 1963, the Bank and its affiliates,

the International Development Association and the International Finance

Corporation, have provided almost $1,000 million in loans and investments to

Tanzania for about 70 development projects. The Bank and IDA have provided

finance and technical assistance for projects in agriculture, transport,

energy, education, regional cooperation, housing, telecommunications, industry,

as well as other sectors.

I hope that, as a result of my visit, we can continue to strengthen this

relationship in these difficult times.

I thank you... for your welcome, and look forward immensely to learning

more about your country.

P. Schwartz, IPA

11/13/81



background

MO I Tanzania
United States Department of State September 1981
Bureau of Public Affairs

PROFILE POLITICAL PARTY: Chama Cha
Mapinduzi (CCM-Revolutionary Party).
SUFFRAGE: Universal over 18.

People ADMINISTRATIVE SUBDIVISIONS:
TERM FOR CITIZENS: Noun and adjec- 25 regions (20 on mainland, 5 on Zanzibar).
tive-Tanzanian(s); Zanzibari(s). POPULA- DEFENSE (1977 est.): 6% of GDP.

Indian TION (1980 est.): Mainland-17.4 million. FLAG: Diagonal yellow-edged black
ZAIREOcean Zanzibar-500,000. ANNUAL GROWTH band from lower left to upper right; green

D s RATE: 2.9%. ETHNIC GROUPS: More field at upper left, blue field at lower
than 130. RELIGIONS: Christian 35%, right.
Muslim 35%, animist 30%. LANGUAGES:

MOZAMBIOUE Swahili, English. EDUCATION: Attend- Economy
ance-70%. Literacy-66%. HEALTH: In-
fant mortality rate -125/ 1,000. GDP (1977 est.): $3 billion. ANNUAL
Life expectancy-50.5 yrs. WORK FORCE: GROWTH RATE: 2.7% (constant 1966
Agriculture-90%. Industry and com- prices). PER CAPITA INCOME: $230.
merce-10%. NATURAL RESOURCES: Hydroelec-

tric potential, unexploited iron and coal,
Official Name: dwindling gemstone and gold mines,

United Republic of Tanzania AREA: Mainland-942,623 sq. km. natu RICLTURE (40% of GDP): Prod-
(363,950 sq. mi.); slightly smaller than ucts-sugar, maize, rice, wheat, cotton,
N. Mex. and Tex. combined. coffee, sisal, cashew nuts, tea, tobacco,
Zanzibar-1,658 sq. km. (640 sq. mi.). pyrethrum, cloves.
CITIES: Capital-Dar es Salaam (pop. INDUSTRY (10% of GDP): Textiles,
700,000); Dodoma (future capital-35,000), agricultural processing, light manufactur-
Zanzibar Town (80,000), Mwanza (35,000). ing, oil refining, cement, fertilizer.
TERRAIN: Varied. CLIMATE: Varies from TRADE (1977): Exports-$574 million:
tropical to arid to temperate. coffee, cotton, sisal, diamonds, cloves,

cashews. Major markets-UK, India, Zam-
bia, China. Imports-$784 million:

Government manufactured goods, textiles, machinery

TYPE: Republic. INDEPENDENCE: and transport equipment, foodstuffs. Major
Tanganyika 1961, Zanzibar 1963, union suppliers-UK, FRG, China, US.
formed 1964. CONSTITUTION: 1965. OFFICIAL EXCHANGE RATE: 8.25

BRANCHES: Executive-president Tanzanian shillings= US$1.
(chief of state and commander in chief), US ECONOMIC AID RECEIVED
first vice president (also chairman of Zan- (1960-80): $266.5 million.
zibar's Revolutionary Council), prime MEMBERSHIP IN INTERNATIONAL
minister. Legislative-unicameral National ORGANIZATIONS: UN and several
Assembly. Judicial-mainland-High specialized agencies, Organization of
Court, district courts, primary courts. Zan- African Unity (OAU), Commonwealth,
zibar-people's courts (no appeal). Nonaligned Conference, INTELSAT.
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The United Republic of Tanzania con- Climatically, the mainland may be ft.) above sea level. Almost two-thirds of
prises Tanganyika and the islands of divided into four areas: the country has almost no agriculture
Zanzibar and Pemba. Tanganyika, now 9 The hot and humid coastal plains; because of tsetse fly infestation and lack
often referred to as mainland Tanzania, e The hot, arid zone of the central of water. Most of the arable land is in
is located on the east coast of Africa lateau. the northern and southern highlands,
between the great lakes of the central * The high, moist lake regions; and along the coast, and in the western lake
part of the continent-Lake Victoria', h eprt ihadaes region.
Lake Tanganyika, and Lake Nyasa-and TZanzibar, located about 32 kilo-
the Indian Ocean. Of its total area, more The highest point in Tanzania-as meters (20 mi.) off the coast, has an
than 59,547 square kilometers (23,000 well as in Africa-is Mt. Kilimanjaro, area of 1,656 square kilometers (640 sq.
sq. mi.) consist of inland water, in- mi.). Pemba, lying 40 kilometers (25 mi.)
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northeast of Zanzibar, has an area of Sukuma and the Nyamwezi, are of Ban- and Mrs. L.S.B. Leakey and others sug-
983 square kilometers (380 sq. mi.). tu stock. Groups of Nilotic or related gest that east Africa rather than Asia

The climate of much of mainland origin include the nomadic Masai and may have been the cradle of early man.
Tanzania and Zanzibar is governed by the Luo, both of which are found in Little is known of the history of
two monsoons. The northeast monsoon greater numbers in neighboring Kenya. Tanganyika's interior during the early
from December to March brings the Two small groups speak languages of centuries of the Christian era. The area
year's hottest temperatures; when the the Khoisan family peculiar to the is believed to have been originally in-
wind shifts to the south from March Bushmen and Hottentot peoples. A few habited by ethnic groups using a click-
through May, they bring heavy, inter- pockets of Cushitic-speaking peoples tongue language similar to that of
mittent rains. The southwest monsoon originally from the Ethiopian highlands southern Africa's Bushmen and Hotten-
extends from June through September, now reside in Tanzania. tots. While remnants of these early
bringing relatively cool weather. Light Although much of Zanzibar's African tribes still exist, most were gradually
showers can be expected in November population came from the mainland, one displaced by Bantu farmers migrating
and December. group known as Shirazis traces its from the west and south and by Nilotes

origins to the island's early Persian set- and related northern peoples. Some of
tlers. The non-Africans residing on the these groups had well-organized

PEOPLE mainland and Zanzibar-about 1% of the societies and controlled extensive areas
total-include an estimated 70,000 Indo- by the time the Arab slavers and Euro-

Population distribution in the United Pakistanis, 70,000 Arabs, and 10,000 pean explorers and missionaries
Republic of Tanzania is extremely Europeans. penetrated the interior in the first half
uneven. Density varies from 1 person All ethnic groups have their own of the 19th century.
per square kilometer (3/sq. mi.) in arid language, but the national language is The coastal area, in contrast, first
areas to 51 per square kilometer (133/sq. Swahili, a Bantu-based tongue with felt the impact of foreign influence as
mi.) in the mainland's well-watered strong Arabic borrowings. early as the eighth century, when mon-
highlands and 134 per square kilometer soon winds brought the ships of Arab
(347/sq. mi.) on Zanzibar. More than traders. By the 12th century, traders
90% of the total population is rural. Dar HISTORY and immigrants came from as far away
es Salaam is the capital and largest city; as Persia (now Iran) and India. They
Dodoma, located in the center of Tan- Tanganyika built a series of highly developed city
zania, has been designated to become and trading states along the coast, the
the new capital within 8 years. Northern Tanganyika's famed Olduvai principal one being Kilwa, a settlement

The African population consists of Gorge has provided rich evidence of the of Persian origin that held ascendancy
more than 130 ethnic groups, of which area's prehistory, including fossil re- until the Portuguese destroyed it in the
only the Sukuma has more than 1 mains of some of humanity's earliest early 1500s.
million members. The majority of Tanza- ancestors. The discoveries made by Dr.
nians, including such large tribes as the

Mikumi National Park, a 4-hour drive from Dar es Salaam.
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formed the Society for German Coloniza- renamed the United Republic of Tan-

TRAVEL NOTES tion, concluded a series of treaties by zania on October 29.
which tribal chiefs in the interior ac- TANU and the Afro-Shirazi Party of

Climate and clothing-Lightweight, cepted German protection. Prince Otto Zanzibar were merged into a single par-
tropical clothing is worn year round, von Bismarck's government backed ty, Chama Cha Mapinduzi (Revolu-

although in the cooler season (June- Peters in the subsequent establishment tionary Party), on February 5, 1977. A

September), a light wrap is useful in the of the German East Africa Company. In new constitution, reflecting the merger
evenings. Dress conservatively-"high 1886 and 1890, Anglo-German of the two parties, became effective on

fashion" or "trendy" clothing is not favored agreements were negotiated that April 26, 1977.

in Tanzania. Extremely short or low-cut delineated the British and German
dresses or tight-fitting clothes should not spheres of influence in the interior of Zanzibar
be worn. east Africa and along the coastal strip

previously claimed by the Omani Sultan An early Arab/Persian trading center,
Customs-Visas and yellow fever inocula- of Zanzibar. In 1891, the German Zanzibar fell under Portuguese domina-
tions are required for entry. Government took over direct administra- tion in the 16th and early 17th centuries

Health-Community sanitation controls are tion of the territory from the German but was retaken by Omani Arabs in the

fairly well enforced. Tapwater is not East Africa Company and appointed a early 18th century. The height of Arab

potable. Water should be boiled and governor with headquarters at Dar es rule came during the reign of Sultan

filtered and fruits and vegetables carefully Salaam. Seyyid Said (1804-56). He encouraged
prepared. Although the German colonial ad- the development of clove plantations, us-

ministration brought cash crops, ing the forced labor of the island's
Telecommunications-Radiotelephone and railroads, and roads to Tanganyika, its African population. Zanzibar also
cable services are available to the UK, US, harsh actions provoked African became the base for the Arab slavers
and other parts of the world. Tanzania is resistance, culminating in the Maji Maji whose raids depopulated much of the
eight standard time zones ahead of rebellion of 1905-07. The rebellion, Tanganyikan interior. By 1840 Said had
Washington, DC. which temporarily united a number of transferred his capital from Muscat to

Transportation-Dar es Salaam is served southern tribes and ended only after an Zanzibar and firmly established a ruling
by several international airlines. Taxis are estimated 120,000 Africans had died Arab elite. The island's commerce fell in-
available 24 hours at certain locations; fare from fighting or starvation, is con- creasingly into the hands of traders

should be agreed upon in advance. Buses sidered by Tanzanians today to have from the Indian subcontinent whom Said

are generally overcrowded. Traffic moves been one of the first stirrings of na- encouraged to settle on the island.

on the left. tionalism. Zanzibar's spices attracted ships
German colonial domination of from as far away as the United States.

Tanganyika ended with World War I. A U.S. Consulate was established on the
Control of most of the territory passed island in 1837. The United Kingdom's

The Portuguese navigator Vasco de to the United Kingdom, under a League early interest in Zanzibar was motivated

Gama touched the east African coast in tf Nations mandate. After World by commerce and British determination

1498 on his voyage to India. By 1506 the War II, Tanganyika became a U.N. trust to end the slave trade. In 1822, the
Portuguese claimed control over the en- territory also administered by the British signed the first of a series of

tire coast. This control was nominal, United Kingdom. In the following years, treaties with Sultan Said to curb this

however, for the Portuguese did not at- Tanganyika moved gradually toward trade, but not until 1876 was the sale of

tempt to colonize the area or explore the self-government and independence. In slaves finally prohibited.

interior. By the early 18th century 1954, Julius K. Nyerere, a schoolteacher In carrying out its policies, the
Arabs from Oman had assisted the in- who was then one of two Tanganyikans United Kingdom gained a supremacy
digenous coastal dwellers in driving out educated abroad at the university level, that was formally recognized in the

the Portuguese from the area north of organized a political party, the Anglo-German agreement of 1890, mak-
the Ruvuma River. They established Tanganyika African National Union ing Zanzibar and Pemba a British pro-
their own garrisons at Zanzibar, Pemba (TANU). TANU-supported candidates tectorate. British rule through the sultan
and Kilwa and carried on a lucrative ' were victorious in the Legislative Coun- remained largely unchanged from the

trade in slaves and ivory. cil elections of September 1958 and late 19th century until after World

European exploration of February 1959. In December 1959, the War II.

Tanganyika's interior began in the mid- United Kingdom agreed to the establish- Zanzibar's political development
19th century. Two German missionaries ment of internal self-government follow- began in earnest after 1956, when provi-

reached Mt. Kilimanjaro in the 1840s. ing general elections to be held in sion was first made for the election of

The British explorers, Richard Burton August 1960. Nyerere was named chief six nongovernment members to the

and John Speke, crossed the interior to minister of the subsequent government. Legislative Council. Two parties were

Lake Tanganyika in 1857. David Liv- In May 1961, Tanganyika became formed: the Zanzibar Nationalist Party
ingstone, the Scottish missionary- autonomous, and Nyerere became prime (ZNP), representing the dominant Arab

explorer who crusaded against the slave minister under a new constitution. Full and Arabized minority, and the Afro-

trade, established his last mission at independence was achieved on Decem- Shirazi Party (ASP), led by Shaikh

Ujiji, where he was "found" in 1871 by ber 9, 1961. Mr. Nyerere was elected Abeid Karume and representing the
Henry Morton Stanley, an Anglo- president when Tanganyika became a Shirazis and the more numerous

American journalist-explorer, who had republic within the Commonwealth of Africans.

been commissioned by the New York Nations 1 year after independence. In the first elections (July 1957), the
Herald to find him. On April 26, 1964, Tanganyika ASP won three of the six elected seats,

German colonial interests were first united with Zanzibar to form the United with the remainder going to in-

advanced in 1884. Karl Peters, who Republic of Tanganyika and Zanzibar, dependents. The ZNP polled only a small
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percentage of the total votes. Four
Arabs and two Asians were appointed to
the government seats on the Legislative
Council. Following the election, the ASP
split; some of its Shirazi supporters left
to form the Zanzibar and Pemba
People's Party (ZPPP). The January
1961 election resulted in a deadlock be-
tween the ASP and an ANP/ZPPP coali-
tion.

The elections that followed the
granting of self-government in June
1963 produced similar results. Zanzibar
received its independence from the
United Kingdom on December 19, 1963,
as a constitutional monarchy under the
sultan. On January 12, 1964, the African
majority revolted against the sultan, and
a new government was formed with the
Afro-Shirazi party leader, Shaikh
Karume, as president of Zanzibar and
chairman of the Revolutionary Council. Oyster Bay, about 8 km. from downtown Dar es Salaam.Under the terms of its political union
with Tanganyika in April 1964, the Zan-
zibar Government retained considerable members are appointed from Zanzibar's on the mainland has increased thelocal autonomy. s Revolutionary Council. The assembly is authority of the regional commissioners.Shaikh Karume was named first vice the legislature for Zanzibar only in
president of the union government, a thlesatrfrZnzbrnym
post he held until his assassination in a specifically designated union matters.posp attemp until 72T to iSince 1964, mainland Tanzania has Principal Government Officialscoup attempt in April 1972. The coup had a three-level judiciary combining the President-Julius K. Nyerere
faeto ohrw theZedzdbar Aove jurisdictions of tribal, Islamic, and Vice President-Aboud Jumbement. Karume was succeeded by Aboud British common law. Appeal is from the Prime Minister-Cleopa MsuyaJumbe, a fellow member of the Afro- prmrcotshouhhedtitMnses
Shirazi Party and the Revolutionary primary courts through the district Ministers
Council. courts to the High Court. All

magistrates and judges, including the Agriculture-Joseph Mungai
chief justice and eight associate judges Communications and Transport-

GOVERNMENT of the High Court, are appointed by the Augustine Mwingira
president. Zanzibar had a similar system Defense and National Service-Abdallah

Tanzania is a de jure single-party state until January 1970, when it replaced the Twalipo
with a strong central executive. The primary and district courts with 12 peo- Planning-Kighoma Malima
president is assisted by a vice president ple's courts consisting of a chairman and Foreign Affairs-Salim A. Salim

and a prime minister. The prime two members appointed by the president Finance-Amir Jamal
minister, who must be chosen from of Zanzibar. The procedures of the peo- Health-Aaron Chiduo

among the members of the National ple's courts do not provide for defense Home Affairs-Muhiddin Kimario

Assembly, carries an administrative counsel, juries, or appeal to the High Industries-Basil Mramba

portfolio and is the leader of govern- Court. Information and Culture-Benjamin
ment business in the National Assembly. For administrative purposes, Tan- Mkapa
The president and the National zania is divided into 25 regions-20 on Justice-Julie C. Manning
Assembly are elected concurrently by the mainland and 5 on Zanzibar. The Labor and Social Welfare-Alfred
direct popular vote for 5-year terms. If mainland regions, headed by appointed Tandau
the president dissolves the assembly, he regional commissioners, are further Land, Housing, and Urban Development
or she must stand for election as well. divided into 96 districts. Although most -Mustafa Nyang'anyi
The president must select the cabinet major towns no longer have municipal Manpower Development-Abel Mwanga
from among National Assembly governments, most have been National Education-Tibitha Siwale

members but has the power to appoint designated as districts. On the mainland, Natural Resources and Tourism-Isaac
up to 10 members of the assembly. regional commissioners are also CCM Sepetu

The unicameral National Assembly party regional secretaries and ex officio Trade-Alfonce M. Rulegura
has 230 members, 96 of whom are members of the National Assembly. In Water and Energy-Al-Noor Kassum
elected from mainland constituencies the districts, the district CCM party Works-Samuel Sitta

and 10 from Zanzibar. Two candidates, secretary is also the area commissioner. Ambassador to the United States-Paul
both approved by the CCM Party, com- The regional and district commissioners Bomani
pete in each district. The remaining are assisted by appointed development Ambassador to the United Nations-
members are ex officio-appointed by the directors and other officials, who form a Paul Rupia
president, or elected indirectly by the development council charged with ad-
National Assembly. Thirty additional ministering the region or district in close Tanzania maintains an embassy in

collaboration with CCM party officials. the United States at 2139 R Street NW.,
Since 1972, a decentralization program Washington, D.C. 20008 (tel. 202-

232-0501).
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POLITICAL CONDITIONS within an egalitarian framework ap- firms, or ownership of rental properties
propriate to the rural character and or shares in any company. Ministerial

The locus of political power in mainland African traditions of its people. In 1962, and civil service salaries had been re-
Tanzania lies within the Chama Cha Nyerere used the Swahili word ujamaa duced earlier in a move toward the more
Mapinduzi (CCM) Party, granted (familyhood) to describe the type of com- equitable distribution of income.
political supremacy by the 1977 constitu- munal cooperation his government seeks Shortly after the Arusha Declara-
tion. Constitutionally recognized as the to foster. tion, President Nyerere announced the
only political party of the state, it is also Tanzanian goals were set forth in full or partial nationalization-with com-
the primary instigator of policy in the more conventional Socialist terms in the pensation-of a variety of private in-
social, political, and economic fields. TANU constitution and reaffirmed in terests, including all commercial banks;
CCM functions as the bridge between February 1967 in a party document, the a number of food-processing, manufac-
the government and the people, provides Arusha Declaration. The declaration turing, and trading firms; and some of
nearly all top government leaders, and asked the government to consolidate its Tanzania's leading sisal estates. On the
plays a leading role in the government control over the means of production, third anniversary of the declaration, the
scheme of nation building. President prepare development plans that Tan- president nationalized Tanzania's
Nyerere is president of CCM, and the zania could carry out without being privately owned, English-language
party's control structure is closely inter- heavily dependent on foreign assistance, newspaper and began transferring the
woven with the government's. Regional and place greater emphasis on improv- remaining private import-export firms
and district commissioners also serve as ing the rural living standards. and all wholesale businesses to the
regional and district secretaries of the To insure consistency between public sector. In 1971 the government
party. precept and practice, the declaration nationalized all rental property valued at

Under President Nyerere's leader- prescribed a code of conduct for party more than $14,000. On Zanzibar, which
ship, Tanzania is seeking to achieve and government leaders. Among the moved more rapidly toward public
political and economic development code's prohibitions were receipt of more ownership, government control of the

than one salary, directorships in private commercial sector is virtually complete,

Dar es Salaam.
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while production in agriculture and Transportation is particularly impor-
fishing remains largely in private hands. tant in Tanzania because the most READING LIST

CCM has become the principal in- populated areas are scattered around
strument for the political mobilization of the periphery. The country has an These titles are provided as an indication ofmainland Tanzania's people behind the estimated 33,700 kilometers (21,000 mi.) material published on this country; the
government's socioeconomic objectives. of roads; about 6,400 kilometers (4,000 Department of State does not endorse unof-
President Nyerere envisions the party as mi.) are improved, and the remainder ficial publications.
a "two-way street" for the flow of ideas are dirt. Excluding the 1,850-kilometer Ayany, S. G. A History of Zanzibar. Nairobi:and policy directives between the village (1,150 mi.) -long Tazara Railway, Tan- East African Literature Bureau, 1970.level and the government. Local CCM zania has 2,636 kilometers (1,638 mi.) of Bailey, Martin. The Union of Tanganyika andofficials are expected to take the lead in railroads. Tanzania's ports, roads, and Zanzibar. Program of East Africansetting up ujamaa villages-communal railroads provide services for Zambia, Studies. Syracuse, N.Y.: Syracuse
units which the government hopes will Rwanda, Burundi, and parts of Zaire for University, 1973.
eventually become the backbone of Tan- shipments of imported and exported Hopkins, Raymond F. Political Roles in azanian agriculture. Cooperatives, which goods and commodities. New State: Tanzania's First Decade. Newhave tripled since independence and now Internal air transportation helps off- Haven: Yale University Press, 1971,exceed 2,000, also are being given an ex- set the shortage of ground transporta- Ingle, Clyde Reid. From Village to State inpanded role in Tanzania's rural develop- tion. A number of national carriers pro- Tanzania. Ithaca: Cornell Universityment. The country's education system is vide service to Dar es Salaam. A new in- Press, 1972.
being revamped to provide basic ternational airport has been completed Kimambo, I. M. and A. J. Temu, eds. Aagricultural training for the many near Arusha to facilitate tourist access History of Tanzania. Dar es Salaam:primary school-age children who are to northern Tanzania's famed game East African Publishing House, 1970.unable to go on with their education. parks. This airport also will serve users Kurtz, Laura S. An African Education.Public participation in mainland Tan- of the new international conference Brooklyn: Pageant-Poseidon, 1972.zania's political development has also center created by the Tanzanian Govern- Livingstone, David. Last Journals. Horacebeen encouraged through the electoral ment at Arusha, using the former East Waller, ed. London: Murray, 1874.process. In the most recent general elec- African Community (EAC) head- Miller, Charles. The Battle for the Bundu:tions, held in October 1980, more than quarters. The First World War in East Africa.85% of the registered voters went to the Petroleum import costs and a com- New York: Macmillan, 1974.polls, and 42 of 111 incumbents were bination of low export earnings and Nyerere, Julius K. Freedom and Socialism:defeated. Another 22 did not stand for sharply increased food import re- A Selection From Writings and Speeches,reelection. President Nyerere, having quirements have caused severe balance- 1965-1967. London: Oxford Universityannounced that this would be his last of-payments problems. Assistance pro- Press, 1968.term, won 93% of the vote. grams from foreign donors, including Smith, William Edgett. We Must Run While

large World Bank and Scandinavian They Walk: A Portrait of Africa's Julius
assistance, have roughly matched the Nyerere. New York: Random House,ECONOMY level of Tanzania's domestic develop- 1971.
ment resources. In the early 1970s,

Agriculture accounts for nearly 40% of China was the largest single aid donor Available from the Superintendent ofthe gross domestic product (GDP) and a to Tanzania. Most of China's aid founded Documents, U.S. Government Printing Of-
substantially larger share of total the Chinese-built and equipped Tazara fice, Washington, D.C. 20402:
employment. Cash crops, including cof- Railroad between Dar es Salaam and American University. Tanzania: A Country
fee, cotton, sisal, tea, cloves, cashews, Zambia's copper belt (with a $400 million Study. Area Handbook Series, 1979.
arid pyrethrum, make up two-thirds or loan to Tanzania and Zambia). U.S. Department of Commerce. Foreign
more of total exports. Domestic food Development plans stress providing Economic Trends-Tanzania. June 1980.
production recovered after the severe food, shelter, drinking water, education, Ecn "Market Profiles for Africa."
drought and recession years of 1973-75 and health care at the village level. Pur- Overseas Business Reports. March 1980.
but has declined again in the 1980-81 suing a policy of socialism and self-
drought. The declining volume of pro- reliance, the government nonetheless
duction of a number of important cash has been pragmatic in its recent efforts
crops has been partially offset by in- to encourage small-scale domestic in- human and capital resources into institu-
creases in world prices for some of these vestments and in its willingness to con- tions and facilities to operate and main-
commodities. sider joint ventures with foreign in- tan port, rail, and air transportation

Tanzania's industrial production has vestors in areas where private technical services previously run as common serv-
grown relatively slowly since in- and managerial expertise is needed. ices py ra alm o
dependence and now accounts for about The industrial sector is dominated ices by the EAC. The breakup also
10% of GDP. Tanzania has not attracted by state corporations which operate inef- between Tanzania and Kenya, and the
much foreign investment, despite its ficiently in many cases. Industrial expan- border has been closed to most tourist
record of political stability. U.S. private sion is hampered by shortages of spare trderd
investment has been limited primarily to parts, equipment, and materials. travel.
petroleum-marketing facilities, although Although import liberalizations following
one U.S. company has entered into the 1977 balance-of-payments improve- Zanzibar
minority partnership with the Tanzanian ment eased the situation, shortages have Zanzibar's economy is based primarily
Government to manufacture tires and reached a level which severely hinders on cloves (90% grown on Pemba), the
another has agreed to the joint develop- the economy's operation. pnclore gncn ea), the
ment of the gas reserves at Songo With the breakup of the East pricipal foreign-exchange earner. Pro-
Songo. African Community early in 1977, Tan-

zania has had to divert substantial
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relatively constant by drawing on stocks. Mozambique. In 1977, the partnership of workers at the village and central
However, declining clove production has Kenya, Tanzania, and Uganda in the government levels (a major bottleneck in
brought a scarcity of foreign exchange East African Community (EAC), implementing development).
needed to support Zanzibar's develop- established 10 years earlier, was dis- The Peace Corps program, rein-
ment programs. solved. No successor organization has troduced in 1979, provides assistance in

Zanzibar has set a goal of reducing emerged to replace the common market tred o fisheries assosty.
its dependence on cloves and has sought and common services provided by the the areas of fisheries and forestry.
assistance in diversifying export crops EAC. An estimated 1,450 U.S. citizens,
and lessening its reliance on imported many of whom are missionaries and

food. It still imports much of its staple their familes, reside m Tanzama, and m-

requirements, petroleum products, and U.S.-TANZANIAN RELATIONS creasing numbers of American tourists

manufactured articles. Manufacturing on visit Tanzania's game parks each year.
the island is limited to import substitu- The United States enjoys friendly rela-
tion, such as cigarettes and shoes, and tions with the United Republic of Tan- Principal U.S. Officials
the processing of agricultural products. zania. The United States seeks to assist
All industries are government owned. Tanzania's economic and social develop- Ambassador-To be named.
The government took over the large ment through bilateral and regional pro- Deputy Chief of Mission-David Fischer
estates owned before the revolution by grams administered by the Agency for Director, U.S. AID Program-Arthur
Arabs and distributed the land in small International Development (AID). U.S. Handley
plots to Africans. bilateral assistance, in the past involving Public Affairs Officer (USICA)-Michael

such areas as education, public ad- Gould
ministration, and agriculture, focuses in- The U.S. Embassy in Tanzania is

FOREIGN RELATIONS creasingly on agricultural production located at 36 Laibon Road, Dar es
through new agricultural credit and Salaam. The consulate on Zanzibar was

Along with many other independent livestock and seed multiplication pro- closed June 15, 1979. U
African nations, Tanzania bases its grams. The United States also assists
foreign policy on the concept of public health programs.
nonalignment with either major power Total U.S. bilateral aid to Tanzania Published by the United States Department
bloc. President Nyerere is one of for FY 1980, including loans, grants, of State * Bureau of Public Affairs 9 Office
Africa's more active nonaligned leaders, and PL 480 (Food for Peace) funds, of Public Communication * Editorial Divi-

particularly as chairman of the five amounted to $22.1 million. sion * Washington, D.C. * September 1981

frontline states concerned with southern The U.S. AID program concentrates Editor: Joanne Reppert Reams

Africa. He defines nonalignment as the on improving rural health and produc- Department of State Publication 8097
right of small nations to determine their tivity: Background Notes Series * This material is
own policies in their own interests and . in the public domain and may be reproduced
to have an influence in world affairs Agricultural activities stress m- without permission; citation of this source
which accords with the right of all creased productivity; would be appreciated.

. The health sector focuses on in-
peoples to live equally. Tanzania firmly creasing the well-being of the rural For sale by the Superintendent of Docu-
supports the principles of majority rule population (a necessary condition for in- ments, U.S. Government Printing Office,
and self-determination for Africans in creased productivity); and Washington, D.C. 20402 * Subscription
the southern portions of the continent. The human resources sector aims price: $16.00 domestic; $20.00 for foreign

Tanzania enjoys particularly close to increase the supply of trained mailing. Single copy price varies.
ties with neighboring Zambia and
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TANZANIA - COUNTRY BRIEF

LIST OF GOVERNMENT OFFICIALS YOU WILL MEET

1. Mwalima Julius Kambarage Nyerere

President

2. Cleopa D. Msuya
Prime Minister

3. Amir Jamal
Minister for Finance

4. Kighoma Ali Malima
Minister of State for Planning and

Economic Development

5. Al-Noor Kassum
Minister for Water and Energy

6. Basil Mramba
Minister for Industries

BIOGRAPHICAL DATA

Biographical data have been included in the briefs for meetings

and site visits.

LIST OF OTHER GOVERNMENT OFFICIALS

1. Aboud Jumbe
Vice President

2. About Talib About
Minister of State in the

Vice President's Office

3. Fadhili D. Mbaga
Principal Secretary for Planning

and Economic Development
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List of Other Government Officials (Cont'd.)

4. Jackson Makweta
Minister of State for Regional Administration

in the Prime Minister's Office

5. Abel Mwanga
Minister for State for Manpower Development

in the Prime Minister's Office

6. Joseph Mungai
Minister for Agriculture

7. Herman Kyanzi Kiringi
Minister for Animal Husbandry

8. Ali Mchumo
Minister for Commerce

9. Ibrahim Mohamed Kaduma
Minister for Communication and Transport

10. Abdullah Twalip
Minister for Defense and National Service

11. Salim Ahmed Salim
Minister for Foreign Affairs

12. Aaron Daudi
Minister for Health

13. Muhiddin Kimario
Minister for Home Affairs

14. Benjamin Mkapa
Minister for Information and Culture

15. Miss Julie Manning
Minister for Justice

16. Mustafa Nyang'anyi
Minister for Land, Housing and Urban Development

17. Alfred Tandau
Minister for Labour and Social Welfare
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List of Other Government Officials (Cont'd.)

18. John Malecela
Minister for Mines

19. Tabitha Siwale
Minister for National Education

20. Isaac Sepeku
Minister for Natural Resources and Tourism

21. S. J. Sitta
Minister for Works

22. Ministers Without Portfolio - Rashid Mfaume Kawawa
Abdullah Saidi Natepe
Daniel Madaha Machemba

EAlDA
11/10/81
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TANZANIA

GENERAL BACKGROUND

Political

1. Tanzania (formerly Tanganyika) gained Independence from the

United Kingdom on December 9, 1961. In 1964 the country formed a federa-

tion with Zanzibar, which still enjoys special status, including its own

Constitution and control of its foreign exchange reserves. Political life

is dominated by President Nyerere, who despite his relatively young age

(57) has been head of government on the mainland for almost 22 years. The

ruling Party, which he also chairs, acts as an important counterweight to

the civil service and the military and is increasingly active in discussing

and determining Government policy. Parliamentary and' presidential elec-

tions are held at the same time every five years, although there is only

one political party. The last of these occurred in November 1980, when

President Nyerere was re-elected by an overwhelming margin (95%) of the

vote and unopposed.

2--~ ~t~pulation of about 17 million and a per capita income of
270 per annum, Tnzania enjoys a position of political importance in

Aica out of proportion to its economic size. The strength and

contlhfl~y of its leadership, a well-intentioned and bold development

strategy and outspoken views on the need for a "new international economic

order" have given the country prominence. It was one of only three sub-

Saharan nations represented at Cancun and its Foreign Minister was the

candidate of the OAU and the Non-Aligned Nations for the position of

Secretary General of the United Nations last month. Tanzania receives more

official development assistance than any other .ountry on tne continent

(I Tteh i s a -ae-ethians- aidez d a
earnings.

Economic

3. While the country has always been the poorest of the three former

East African Community states (Kenya, Tanzania and Uganda), it has a consi-

derable potential for economic development. Tanzania has a relative abun-

dance of arable land and energy resources (particularly for hydroelec-
tricity), a wide range of existing and potential export crops and a long

tradition of monetized smallholder agriculture. The major constraints to

development include poor internal communications, a widely dispersed popu-

lation, the small size of its private sector even in pre-Independence days,
and in recent years, lack of conducive policies.

4. As in most other African countries, the 1970s were characterized

by a series of major economic shocks: particularly a serious drought in

1974-75 and the oil price increases of 1973-74 and 1979. The effects of
these exogenous factors were exacerbated by other "external" events such as

the break-up of the East African Community in 1977 and the war in Uganda in

1978-79. Recently, poor weather - while less dramatic than in 1974-75 -
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has continued to hamper agricultural production and falling commodity

prices have reduced foreign income. Domestically, the major features of

the decade have been a continuing decline in export crop production,
dependence on food imports in most years and a deterioration of capital

stock in almost all sectors of the economy owing to inadequate provisions

for operations and maintenance. Despite these factors, the balance of
payments problem-r-eitned -manageable -during most of the decade as a result
of the high volume of external assistance and favorable international

prices o cof-ev -anfdtea in 1976-77. However, foreign aid and commercial
borrowings in the last two years have not been enough to offset the decline

in export earnings and the increase in oil prices and simultaneously meet
minimum import needs.

5. The economic situation in Tanzania is now critical The current

account deficit rose to 13% of GDP during 1980 and is-expeted to grow even

further to about US$830 million in 1981 and almost US$900 million in 1982.

Access to commexai-al-lending is now virtually closed as a result of the

high level of> import arrea-r (US$300 million), stagnant export earnings

(US$560 milliotj)--&n dbt ervice problems. Imports have had to be
curtailed even further and in 1980 were no higher than in the mid-1970s.

Most industries are operating at only 20-30% capacity. The Government's

budget deficit is expected to reach US$940 million in 1981/82, up from

US$535 million in 1980/81. These deficits have led to heavy Government
borrowings from the banking system, rapid growth in the money supply and
high inflation (about 30% in 1980). Most consumer goods are in short

supply and available only in unofficial markets at even higher prices.

Even agricultural production (especially food) is now being marketed
largely through unofficial channels rather than through the parastatal crop

authorities. Overall, GDP fell by about 2% in 1980 (after increasing by
less than 4% in 1979), with agricultural production falling by over 6% and

the industrial sector showing no growth at all.

6. While the Government is under considerable pressure to remedy the

foreign exchange problem, it has had great difficulty in preparing a
recovery program which would attract outside support.Agreement was reached
with the Bank Group in March 1981 on a limited program of export rehabili-

tation measures, supported by an IDA credit of US$50 million. While there

has been reasonable progress under this program, very little action has

been taken on follow-up measures which were set out in a Memorandum of

Understanding at the time. Discussions with the IMF have- a s0 undered on

the Government's reluctance to introduce a substantial devaluation) raise
interest rates and rela ice controls. On the other hand, ths i-anzai~ans

have agreed_' the establish f-Ad-visory p which has begun its
work and is expected to make recommendi ops----eiprehensive recovery

program by April 1982. The Government has also requested that the Bank

Group organize a Consultative Group meeting for the last week of March
1982.

7. Relations with the Bank. Tanzania joined the Bank, IDA and IFC

in 1962 and has received 49 IDA credits and 19 Bank loans, two of these on

Third Window terms, amounting to US$976.3 million. In addition Tanzania
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has been a beneficiary of 10 loans totalling US$244.8 million which were
extended for the development of the common services (railways, ports,
telecommunications) and development bank operated by the former East

African Community. Bank Group disbursements were US$35 million. In

1980, the Bank Group, Sweden, the Netherlands, Japan and West Germany
accounted for three-quarters of Tanzania's aid receipts (US$600 million).
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PAST LOANS AND CREDITS
Amount

No. Year Borrower Purpose (US$ Million)

45-TA 1963 Tanzania Education 4.6

48-TA 1964 Tanzania Highways 14.0

80-TA 1965 Tanzania Agricultural Credit 5.0

518-TA 1967 TANESCO Power 5.2

115-TA 1968 Tanzania Highways (Suppl.) 3.0

132-TA 1968 Tanzania Beef Ranching 1.3

142-1-TA 1969 Tanzania Second Highway 8.0

586-TA 1969 Tanzania Second Highway 7.0

149-TA 1969 Tanzania Second Education 5.0

142-2-TA 1969 Tanzania Second Highway (Suppl.) 7.5

217-TA 1970 Tanzania Flue-Cured Tobacco 9.0

715-1-TA 1970 TANESCO Power 30.0

232-TA 1971 Tanzania Third Education 3.3

265-TA 1971 Tanzania Third Highway 6.5

287-TA 1972 Tanzania Smallholder Tea 10.8

371-TA 1973 Tanzania Fourth Education 10.3

382-TA 1973 Tanzania Second Livestock 18.5

460-TA 1974 Tanzania Tanzania Investment Bank 6.0

715-2-TA 1974 TANESCO Power 5.0

513-TA 1974 Tanzania Kilombero Sugar 9.0

1041-TA 1974 Tanzania Kilombero Sugar 9.0

1063-TA 1974 Tanzania Program Loan 30.0

688-TA 1977 Tanzania Program Credit 15.0

EBArevalo:cdw

EA1DA
11/10/81
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THE STATUS OF BANK GROUP OPERATIONS IN TANZANIA

A. STATEMENT OF BANK LOANS AND IDA CREDITS TO TANZANIA
AS OF SEPTEMBER 30, 1981

(US$ million)
Amount less cancellation

NO. Year Borrower Purpose Bankt TW IDAZ Undisbursed

Six loans and seventeen credits fully disbursed 86.20 136.24

454-TA 1974 Tanzania Cotton 17.50 4.46

1014-TA 1974 Tanzania Cashewnut 21.00 0.88
495-TA 1974 Tanzania Sites and Services 8.50 0.01
507-TA 1974 Tanzania Highway Maintenance 10.20 1.62
508-TA 1974 Tanzania Rural Development (Kigoma ) 10.00 0.87
580-TA 1975 Tanzania Dairy 10.00 5.27

1128-TA 1975 Tanzania Textile 15.00 0.175
1172-TA 1975 TIB Tanzania Investment Bank 5.O0 0.72
601-TA 1976 Tanzania Technical Assistance 6.00 1.47
606-TA 1976 Tanzania National Maize Program 18.00 7.07

607-TA 1976 Tanzania Fifth Education 11.00 5.39
1306T-TA 1976 Tanzania Power 30.00 0.01

1307-TA 1976 Tanzania Forestry 7.00 1.56
652-TA 1976 Tanzania Fisheries 9.00 6.25
658-TA 1976 Tanzania Tobacco Processing 8.00 0.96

1354-TA 1977 Tanzania Urban Water Supply 15.00 4.85
1385T-TA 1977 Tanzania Morogoro Industrial Complex 11.50 1.69
1386-TA 1977 Tanzania Morogoro Industrial Complex 11.50 1.26
703-TA 1977 Tanzania Rural Development (Tabora) 7.20 4.97
732-TA 1977 Tanzania Second Sites and Services 12.00 8.54
743-TA 1977 Tanzania Trucking 15.00 9.72
1498-TA 1977 TIB Tanzania Investment Bank 15.00 1.79

801-TA 1978 Tanzania Second Cashewnut 27.50 8.12
802-TA 1978 Tanzania Tobacco Handling 14.00 11.35
803-TA 1978 Tanzania Rural Dev. (Mwanza/Shinyanga) 12.00 7.53
1607-TA 1978 Tanzania Morogoro Textile 25.00 24.60
833-TA 1978 Tanzania Morogoro Textile 20.00 14.49
860-TA 1979 Tanzania Tourism Rehabilitation 14.00 12.82
861-TA 1979 Tanzania Sixth Education 12.00 11.78
875-TA 1979 Tanzania Mufindi Pulp and Paper 30.00 15.41

1650-TA 1979 Tanzania Mufindi Pulp and Paper 30.00 29.52
876-TA 1979 Tanzania Fifth Highway 20.50 20.42

1754-TA 1979 TDFL Tanganyika Development
Finance Co., Ltd. 11.00 5.64

1750-TA 1979 TIB Tanzania Investment Bank 25.00 18.18
S-24-TA 1979 Tanzania Dar es Salaam Port Engineering 2.50 1.43
987-TA 1980 Tanzania Tanzania Rural Dev. Bank 10.00 10.00
1007-TA 1980 Tanzania Pyrethrum 10.00 9.89
1015-TA 1980 Tanzania Grain Storage & Milling 43.00 43.00
1037-TA 1980 Tanzania Smallholder Tea 14.00 13.98
S-27-TA 1980 Tanzania Songo-Songo Petroleum \30.00 6.33
1056-TA 1981 Tanzania Seventh Education -25.00 24.99
1060-TA 2 1981 Tanzania Second Technical Assistance -1.00 10.79
1070-TA2 1981 Tanzania Coconut Pilot 6..80 6.65
1133-TA 2 1981 Tanzania Export Rehabilitation Program 50.00 45.01
'Total 276.70 41.50 3 0 .94

of which has been repaid 17.64 - 9.36
Total now outstanding 259.06 41.50 621.58
Amount sold .09

of which has been repaid .09
Total now held by Bank and IDA1  254.06 41.50 621.58
Total undisbursed 89.75 1.70 330.59 422.04

I Net of exchange adjustments.
2 Sixth replenishment; approximate USs equivalent of SDR's.
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B. SUMMARY STATEMENT OF BANK LOANS FOR COMMON SERVICES GUARANTEED
BY KENYA, TANZANIA AND UGANDA AS OF SEPTEMBER 30, 1981

(US$ million)

Loan Amount (less cancellations)

No. Year Borrower Purpose Bank' Undisbursed

Six loans fully disbursed 135.80

638-EA 1969 EAHC Harbours 35.00 0.52

865-EA 1972 EAHC Harbours 26.50 0.35
914-EA 1973 EAPTC Telecommunications 32.50 0.28

1204-EA 1976 EADB Development Finance 15.00 3.27

Total 244.80 4.42

of which has been repaid 68.64

Total now outstanding 176.16

Amount sold 24.36

of which has been repaid 24.36 0.00

Total now held by Banka 176.16

Total undisbursed 4.42 4.42

iNet of exchange adjustments.
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C. STATEMENT OF IFC INVESTMENT IN TANZANIA
AS OF SEPTEMBER 30, 1981

Fiscal Amount in US$ Million

Year Obligor Type of Business Loan Equity Total

1960 & Kilombero Sugar Food Processing 3.96 0.70 4.66

1964 Company

1978 Highland Soap and Soap Manufacture 1.38 0.36 1.74

Allied Products
Limited

1979 Metal Products Household Utensils 1.33 0.18 1.51
Limited

Total gross commitments 6.67 1.24 7.91

Less cancellations, terminations,

repayments and sales 4.05 0.69 4.74

Total commitments now held by IFC 2.62 0.55 3.17

Total undisbursed 0.06 0.06
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PROJECTS IN EXECUTION 1

(As of September 30, 1981)

There are currently 41 projects under execution in Tanzania.

AGRICULTURE SECTOR

Credit No. 454-TA - Geita Cotton Project: US$17.5 million

Credit of January 17, 1974; Date of Effectiveness -
April 5, 1974; Closing Date - December 31, 1982

Project management has maintained good implementation progress

despite the problems caused by shortages of fuel and spare parts which have

handicapped the mechanization unit and road equipment operation. Shortage

of building materials is also delaying completion of housing and storage
facilities. Construction of roads, bridges and culverts are proceeding

well while grading and graveling have slowed down due to the fuel problem.

Cotton production has increased over the previous season despite the late

rain which seriously reduced the maize crop. In spite of these encouraging
production results, future cotton production could be seriously affected by

marketing problems. The severe shortages of spare parts and fuel has

brought transport, ginning and oil crushing operation to a virtual stand-

still. TCA has requested the Government for TSh 110.5 million to rehabili-

tate the ginneries, the oil mills and their transportation fleet.

Loan No. 1014-TA - Cashewnut Development Project: US$21.0
million Loan of June 24, 1974; Date of Effectiveness -
September 26, 1974; Closing Date - December 31, 1981

Construction of all five factories and ancillary facilities has

been completed and processing plan and machinery has been delivered. How-

ever, the project continues to experience difficulties in recruitment of

staff and face problems arising from a sharp decline in the marketed

production of raw nuts. The producer price has been recently increased and

the Cashewnut Authority (CATA) is considering the introduction of additio-
nal incentive and tree-planing schemes for farmers, but these measures are

not likely to have a significant impact for several years. As a result,
the completed cashewnut factories are expected to operate well below capa-

city for a number of years.

lThese notes are designed to inform the Executive Directors regarding

the progress of projects in execution and in particular to report any

problems which are being encountered and the action being taken to remedy

them. They should be read in this context, and with the understanding that

they do not purport to present a balanced evaluation of strengths and weak-
nesses in project execution.
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Credit No. 508-TA - Kigoma Rural Development Project: US$10.0

million Credit of August 21, 1974; Date of Effectiveness -
November 20, 1974; Closing Date - December 31, 1983

The project has shown significant improvement in procurement, and
maintained a satisfactory execution of physical infrastructure work.

Increased coordination between the various project related agencies and

parastatals at regional level has improved project management. Staff turn-

over has decreased and key staff are largely in place. The coffee rehabi-

litation and expansion program is proceeding well and there has been

further increase in the production of beans and cotton. However, official

maize production figures have dropped, due mainly to increased importance

of parallel markets as well as increased movement into- other more remunera-

tive crops such as beans, pigeon peas, etc. Because fertilizer trials on

soil failed to produce conclusive results, emphasis is now being shifted to

cultivation methods, spacing, seed varieties, etc., from which useful

results could be expected in the short term.

Credit No. 652-TA - Fisheries Development Project: US$9.0

million Credit of July 12, 1976; Date of Effectiveness -

October 12, 1976; Closing Date - December 31, 1981

The Project continues to progress on all fronts at a very slow

pace. There has been a delay in the procurement of boats for the Kigoma

Commercial Center, a major shortfall in the purchase of boats for the

coastal centers and a postponement of procurement of lake transport facili-

ties (pending adequate fish catches on Lake Tanganyika). However, engines

for the coastal vessels have been received and are being assembled for

installation. Loans to five villages have been approved by TRDB under the

Ujamaa Village Program. Agreement has been reached with the Crown Agents

of the U.K. for the provision of technical assistance staff.

Credit No. 606-TA - National Maize Project: US$18.0 million

Credit of Janury 29, 1976; Date of Effectiveness - May 28,
1976; Closing Date - December 31, 1982

The project has been redesigned in order to intensify project
activities during a three-year extension period from July 1979 to June

1982; however, this redesign has had little impact on the production of

food crops because of drought conditions. Inadequate research, extension

and prices have also discouraged proper crop husbandry. Construction of

staff houses and village store is delayed due to shortage of building

materials.

Credit No. 580-TA - Dairy Development Project: US$10.0
million Credit of August 15, 1975; Date of Effectiveness -
November 13, 1975; Closing Date - March 31, 1983

The project has continued to show overall improvement in its

implementation. Milk production, technical parameters and budgeting
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control have improved, and production cost has been reduced. The large

price increase in July 1980 was responsible in great part for the improved

financial position of the dairies. The closing date has been postponed to

March 31, 1983 to permit the project to reach its targetted objectives.

Loan No. 1307-TA - Sao Hill Forestry Project: US$7.0
million Loan of July 12, 1976; Date of Effectiveness -
October 12, 1976; Closing Date - June 30, 1982

The Afforestation Program continues to be ahead of schedule

although land preparation and planting has been less satisfactory.
Construction and maintenance have been well behind schedule mainly due to

shortages of cement, vehicle spare parts and other building materials.

Training program for junior field staff is underway and will be extended to

senior grades.

Credit No. 658-TA - Tobacco Processing Project: US$8.0
million Credit of September 16, 1976; Date of Effectiveness -
February 15, 1977; Closing Date - December 31, 1981

Installation of the new processing line has been completed and is

capable of producing good quality tobacco. Construction of roads, fencing,
drainage and maintenance workshop has been delayed mainly due to non-avail-

ability of construction material. Construction of TTPC office block has

been dropped and TTPC head office staff will now move into TAT office

building. Similarly, a separate building to accommodate maintenance faci-

lities will not be constructed and one of the godowns at Morogoro will be

used to house these facilities. Phase IB construction program at Kurasini

has also been scaled down and will now consist of railway siding, drainage,

gatehouse, changing room and petrol station. These changes have been

introduced in view of the increased costs and in order to provide funds for

spare parts and conversion of furnace to coal firing. The project faces a

serious problem caused by the continued low tobacco production which might

have serious effects on project return and TAT's financial position. In

order to encourage tobacco producers, the average tobacco price was again

raised last year.

Credit No. 703-TA and Credit No. 703-5-TA - Tabora Rural

Development Project: US$12.0 million Credit
2 of May 11,

1977; Date of Effectiveness - November 11, 1977;
Closing Date - June 30, 1983

Project implementation has slowed down considerably as a result

of severe and continuing shortages of construction materials and diesel

fuel. These shortages have affected all components, except land-use plan-
ning which is proceeding satisfactorily. The roads and water supply

programs have been the worst affected and are also suffering from shortages

2Credit No. 703-5-TA (US$4.8 million) is financed under the special

CIDA arrangements; Credit no. 703-TA is an IDA Credit of US$7.2 million.
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of technical staff. The agricultural trials and production program, too,

appears to have been disrupted by the recent drought. Project management

is attempting to resolve the materials shortages by increasing the use of

local substitutes. However, overall progres in institution-building is
likely to remain slow.

Credit No. 801-TA - Second Cashewnut Development Project;

US$27.5 million Credit of June 14, 1978; Date of Effectiveness -
October 2, 1978; Closing Date - December 31, 1984

Project implementation is progressing saiisfactority. Factory

construction is ahead of schedule despite a shortage of cement. However,
the appointment of key staff and the maintenance of up-to-date accounts at

existing cashewnut factories continue to pose difficulties. As with the

First Project, the prospects for operation of the new facilities at full

capacity are rather poor.

Credit No. 802-TA - Tobacco Handling Project: US$14.0 million

Credit of June 14, 1978; Date of Effectiveness - January 5, 1979,

Closing Date - April 30, 1983

The project has made a slow start. Procurement of vehicles and

equipment is also lagging. However, progress on recruitment of technical

assistance has been good. The Building Engineer, Financial Systems Deve-

lopment Assistant and Transport Officer are all in post. Three suitable

candidates have been identified for the five posts of Regional Accountant
and advertisement of the other two have been done.

Credit No. 803-TA - Mwanza/Shinyanga Rural Development Project:

US$12.0 million Credit of June 14, 1978; Date of Effectiveness -
March 5, 1979; Closing Date - December 31, 1984

Good progress has continued in the technical aspects of shallow

well contruction, forestry development, pasture trials at Malya Range Mana-

gement Station, and cassava variety trials at Ukiriguru. However, agricul-

tural extension and training has been poor. This problem has affected the

performance of Crop Verification Trials; only 20% of the trial target were

laid down and the results were poor. Another reason for the poor results

of the trial program has been lack of coordination with Ukiriguru Research

Station. The post of Extension and Training Specialist, as well as a

number of positions at area supervisor level, remain vacant. Proposals for

strengthening the Ukiriguru Research Station as a training center to

develop a strong, field-oriented extension service have been prepared, and
more emphasis would be placed on the problem of soil erosion and soil
conservation.

Credit No. 987-TA - Tanzania Rural Development Bank (TRDB)
Project: US$10.0 million credit of October 24, 1980; Effective-
ness Date - May 18, 1981; Closing Date - December 31, 1983

This credit became effective on May 18, 1981.
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Credit No. 1007-TA - Pyrethrum Project: US$10.0 million

Credit of October 24, 1980; Date of Effectiveness - April 20,

1981; Closing Date - December 31, 1985

This credit became effective on April 20, 1981 and progress on

physical implementation has been satisfactory. However, although the

Government has agreed to assume TSh. 18.0 million of TPB's overdraft, poor

sales of pyrethrum and high administrative cost continues to weaken the

Tanganyika Pyrethrum Board's financial position. The project will continue

to be kept under close review.

Credit No. 1037-TA - Smallholder Tea Project: US$14.0 million

Credit of August 20, 1980; Effectiveness Date - April 27, 1981;

Closing Date - June 30, 1985

This credit became effective on April 27, 1981. The project got

off to a slow start due to delays in appointing the General Manager and the

Chief Engineer, but is now expeced to gain momentum. Some start has been

made in the tea nursery and fuelwood planting. The Ukalawa factory site

has been selected and tender documents should be issued shortly. Supplier

bids for the factory machinery have also been received and evaluated, and

orders have been placed.

Credit No. 1970-TA - Coconut Pilot Project: US$6.8 million

Credit of October 24, 1980; Date of Effectiveness - April 20,

1981; Closing Date - March 31, 1986

This credit became effective on April 20, 1981.

Credit No. 1015-TA - Grain Storage and Milling Project:

US$43.0 million Credit of April 15, 1981; Closing Date -

June 30, 1987

This credit became effective on July 15, 1981.

EDUCATION SECTOR

Credit No. 607-TA - Fifth Education Project: US$11.0 million

Credit of January 29, 1976; Date of Effectiveness - March 23,

1976; Closing Date - June 30, 1982

Overall project completion has reached 56%. Construction of VMT

houses and two secondary schools has been delayed due to lack of building

materials, means of transport, local funds and incentives on the part of

the villagers. While the overall educational objectives of the project

will be met by the closing date, the specific objectives of the secondary

school facilities' survey will only be partially fulfilled.
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Credit 861-TA - Sixth Education Project - US$12.0 million
Credit of January 22, 1979; Date of Effectiveness - June 25,
1979; Closing Date - June 30, 1985

Design work is near completion and physical project implementa-

tion is gaining momentum. Tenders for civil works are either under

evaluation or contracts have been awarded. Due to increase in construction

cost, the cost of civil works to be financed under the project is expected

to be above appraisal estimates. Implementation of educational objectives

is reasonably underway and related issues have now been properly identified
and will be addressed accordingly.

Credit 1056-TA - Seventh Eduction Project: US$25.0 million
Credit of September 26, 1980; Date of Effectiveness -

December 29, 1980; Closing Date - December 30, 1986

The Project Implementation Unit (PIU) has started providing posi-
tion briefs to respective Directorates of the Ministry of Education. In

addition, briefs on primary education and support services have also been

prepared. Nominations for fellowships for the National Examination Council

and for Teacher Training Colleges are being processed but little progress
has been achieved for acquiring technical assistance. Work for the Teacher

Training Colleges in Zanzibar is ahead of schedule. Sites have been

selected and a team from the PIU visited Zanzibar to carry out preliminary

surveys. Staff houses are now available for use by the faculty of the
Nkrumah College.

TOURISM SECTOR

Credit No. 860-TA - Tourism Rehabilitation Project: US$14.0
million Credit of January 22, 1979; Date of Effectiveness -
August 24, 1979; Closing Date - June 30, 1983

Project implementation is progressing satisfactorily. Recruit-

ment of project coordinator is being finalized and the consultants for the
rehabilitation of project lodges and hotels, have been appointed. The con-
struction site identified for the Hotel and Tourism Training Institute
(HTTI) proved to be unsuitable because of size and shape, thereby delaying
implementation of this component. Alternative sites are being explored.
Improvements to the airport terminal is likely to be dropped because the

Government was able to secure alternative financing. Vehicles for anti-
poaching activities have been received and allocated to TANAPA and the
Ngorongoro Conservation Authority. Tenders for the supply of radio tele-

phone and binoculars are being prepared.
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TRANSPORT SECTOR

Credit No. 507-TA - Highway Maintenance Project: US$10.2

million Credit of August 21, 1974; Date of Effectiveness -

November 20, 1974; Closing Date - December 31, 1982

After a slow start, project implementation improved and all

equipment procured through ICB has been delivered. 
However, it became

necessary to recast the project by amending its scope to address organiza-

tional problems encountered in its implementation. The previous Closing

Date of December 31, 1980 has been postponed to December 31, 1982 to allow

for completion of the project and the disbursement. The technical assist-

ance contract with the consulting firm "ORT" expired in November 1979, and

the Government is now recruiting individual experts to complete the pro-

ject.

Credit No. 743-TA - Trucking Industry Rehabilitation

and Improvement Project: US$15 million Credit of

November 3, 1977; Date of Effectiveness - April 3, 1978

Closing Date - June 30, 1983

Although implementation has been slow due to delays in creating

Regional Transport Companies and in procuring trucks, some improvement has

been recorded recently and the Government's contribution to the National

Trucking Company for equity in the transport companies was increased 
to T

Sh 28 million, still falling short of T Sh 50 million to be made up in

1981/1982. Technical Assistance has been extended since 1978; currently

about 18 experts are assisting in the project implementation. All five

regional trucking companies were created in early 1981 and a Board of

Directors appointed with most of management staff recruited.

Credit No. 876-TA - Fifth Highway Project; US$20.0 million

Credit of March 2, 1979; Date of Effectiveness - December 3,

1980; Closing Date - December 31, 1984

This is a follow-up to credit No. 507-TA in the maintenance of

the national trunk road system. All three key advisers and six key local

staff are now in post. All 120 students are receiving training in various

engineering colleges overseas and are making good progress. 
Bids for

procurement of road maintenance equipment have been received, and are being

analyzed by the Government.
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PORTS SECTOR

Credit No. S-24-TA - Dar es Salaam Ports Engineering Project:

US$2.5 million Credit of February 27, 1980; Date of Effectiveness

- August 13, 1980; Closing Date - September 30, 1981

Project implementation is progressing well. The consultants have

submitted a number of reports and drawings to the Tanzania Harbours Autho-

rity (THA) for their review and comment. The only major problem is one of

coordination concerning the commissioning of the new oil jetty which requi-

res that all of the necessary pipe work link to the -refinery and the exist-

ing network be completed and ready for use as soon as the jetty is comple-

ted. This problem has been raised with THA and it wasasked to take a firm

decision on who will prepare the design, carry out the actual site work,

and finance the foreign exchange costs of the activities.

URBAN SECTOR

Credit No. 495-TA - National Sites and Services Project;

US$8.5 million Credit of July 12, 1974; Date of Effectiveness -

October 3, 1974; Closing Date - December 31, 1980

Infrastructure construction has been completed satisfactorily in

all project sites. Construction of health facilities in Dar es Salaam is

completed and ready for occupation. Educational facilities for the Dar es

Salaam sites have been completed; the rest of the community facilities in

the project are nearing completion. Satisfactory progress is being made to

improve implementation of the lending program administered by the Tanzania

Housing Bank. As the remaining balance under the credit of US$1,713,650

was expected to be fully disbursed within three to four months after the

December 31, 1980 closing date, this date was not postponed; application

for final disbursement was submitted in May.

Credit No. 732-TA - Second National Sites and Services Project:

US$12.0 million Credit of Novemger 3, 1977; Date of Effective-

ness - April 3, 1978; Closing Date - June 30, 1982

Progress on implementation is satisfactory for the residential

components although overall implementation progress is slow. In order to

accelerte progress on house consolidation under the first project,ini-

tiate cost recovery in squatter areas, and strengthen the Dar es Salaam

City Council, the Government, THB, SIDO, Dar es Salaam City Council, and

the Association have all agreed to reshape the project. The changes inclu-

ded: addition of management costs for the DCC consolidation unit and a

collecton unit within the Treasury; strengthening of the DCC maintenance

operations; deletion of the Nutrition Extension and MCH guidelines and

SIDO's second site in Tabora which was necessitated by a cost overrun on

the first site; and reduction of THB house loans. Funds for the consoli-

dation and collection units have been provided through marginally trimming
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the demonstation houses, community facilities, THB/ARDHI promotion and

training, and savings on the Finance Study and project preparation. The

reshaping was finalized in July and recruitment for the new management unit

is underway.

WATER SUPPLY SECTOR

Loan No. 1354-TA - Urban Water Supply Project: US$15.0 million

Loan of Janury 5, 1977; Date of Effectiveness - March 2, 1977;

Closing Date - June 30, 1981

The new water system is expected to be in operation by August

1981 and the Mindu dam will be completed about 18 months later or about two

years after the date scheduled at appraisal. In view of the continuing

poor performance of the contractor (Cicol) for the Mindu dam, the Govern-

ment had to terminate their contract and negotiations with the initial

bidder is currently in progress. The project cost is currently estimated

at US$30.1 million, or about 56% over the appraisal estimate of US$19.2

million. Progress in project implementation and the expected large

increase in project cost is being closely monitored. The loan closing date

of June 30, 1981 was not postponed pending receipt from the Government 
of a

realistic schedule for completion of the project and indication of how they

intend to finance the cost overruns. The National Urban Water Authority

(NUWA), an autonomous body responsible for the urban water supply sector,

was estblished in April 1981 in line with the Bank's recommendation for the

strengthening of the sector. The Ministry of Water and Energy has com-

menced identifying the key personnel for NUWA which is expected to be fully

operational by December 1981. A 35% increase in urban water tariff levels

has been effective since January 1980; a further 32% increase, required as

of January 1981, has not yet been implemented.

ENERGY SECTOR

Loan No. 1306-T-TA - Kidatu Hydroelectric Project Phase II;

US$30 million Loan on Third Window Terms of August 12, 1976;

Date of Effectiveness - March 1, 1977; Closing Date -

December 31, 1981

The project was financed by IBRD, SIDA and KfW. Project comple-

tion is on schedule and the generators have been commissioned. Due mainly

to underestimation of the project costs by the engineering consultants,

current estimated project cost is US$97.8 million, compared to appraisal

estimate of US$89.2 million, a cost overrun of 28%. KfW and SIDA have

increased their contribution to the project and an EEC Special Action

Credit (No. 55-TA) in the amount of US$7.0 million, to be administered by

IDA, has also been allocated to the project to cover the cost overruns.

Disbursement of IBRD, SIDA and KfW funds is virtually complleted; disburse-

ment of the EEC Special Action Credit is proceeding satisfactorily.
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Credit S-27-TA - Songo Songo Petroleum Exploration Project:

US$30.0 million Credit of June 30, 1980; Date of Effectiveness -

September 12, 1980; Closing Date - September 30, 1982

Drilling of the onshore well under the project has been abandoned

because of various technical difficulties which were aggravated by manage-

rial problems, particularly the absence of close and effective project
control. Drilling of the offshore well is proceeding satisfactorily.

Little progress has been made on the technical assistance component of the

project, except for the TPDC management and fiscal study, where consultants

are already in the field.

INDUSTRIAL SECTOR

Loan No. 1172-TA - Tanzania Investment Bank: US$15.0 million

Loan of November 12, 1975; Date of Effectiveness - February 20,

1976; Closing Date - December 31, 1981

This loan is fully committed. However, because of slow implemen-

tation of some of the sub-projects financed by TIB under this project, the

closing date has been postponed to December 31, 1981 in order to finalize

disbursement. The undisbursed balance remaining under the loan to date is

US$950,000.

Loan No. 1498-TA - Tanzania Investment Bank: US$15.0 million

Loan of December 28, 1977; Date of Effectiveness -
April 3, 1978; Closing Date - June 30, 1983

This loan is now fully committed and disbursements are proceeding

satisfactorily.

Loan No. 1750-TA3 - Tanzania Investment Bank: US$25.0 million

Loan of August 20, 1979; Date of Effectiveness - February 5,
1980; Closing Date - June 30, 1984

This loan became effective on February 5, 1980 and commitments

and disbursements are progressing better than estimated at appraisal. In

the light of the difficult situation in Tanzania, particularly the severe

foreign exchange shortage, TIB is revising its operational strategy to

focus in the near-term on providing funds which would enable projects to

replace, balance, or modernize their machinery and equipment, improve capa-

city utilization, promote exports, and otherwise assist improvement of

balance of payments. TIB is also being encouraged to use a portion of the

Bank's loan, on an exceptional basis, to meet part of the requirements for

imported inputs of some of its high-priority projects which are likely to

face very low capacity operation, or even closure, following meagre alloca-

tion of foreign exchange.

31n addition, a US$15.0 million EEC Special Action Credit in support

of this project is being administered by IDA.
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Loan No. 1128-TA - Mwanza Textile Project: US$15.0 million
Loan of June 19, 1975; Date of Effectiveness - October 6,
1975; Closing Date - December 31, 1981

The project provides for expansion of an existing textile mill

and is designed to increase annual fabric production capacity by 20 million

linear meters. Project implementation performance has been acceptable and

all technical installations are now operating satisfactorily. The National

Textile Corporation (TEXCO), the holding company for state-owned textile

mills, has agreed to institute an immediate action progam to improve the

operating perforamnce of existing mills. The proj'ect was technically com-
pleted in October 1978 with a savings of about US$1.7 million. In order to

utilize this amount for rehabilitation of the existing facilities, which

are essential parts of the project, and in order to finalize disbursements

on the awarded contracts, the Closing Date was postponed by another six

months to December 31, 1981.

Credit No. 601-TA - Technical Assistance Project: US$6.0
million Credit of January 9, 1976; Date of Effectiveness -
September 14, 1976; Closing Date - June 30, 1982

The project was designed to assist the Government in implementing

its program of economic development through financing preinvestment and

feasibility studies for projects in the productive sectors, special studies

for improving efficiency and capacity utilization investments, and training
for Tanzanians in project preparation, implementation, evaluation and rela-

ted techniques. Although the credit was virtually completely committed,
some previously approved studies were cancelled and about US$90,000 -
100,000 became available from savings on other studies. The Closing Date

was therefore postponed by 12 months to June 30, 1982 to continue disburse-

ment on the amounts already committed for studies already in progress.

Loan No. 1385-T-TA/Loan No. 1386-TA - Morogoro Industrial

Complex: US$11.5 million Loan on Third Window Terms and US$11.5
million Bank loan, both of April 6, 1977; Date of Effectiveness
- July 6, 1977; Closing Date - December 31, 1982

Project imlementation is proceeding satisfactorily in spite of
some initial delays in the appointment of consultants and start-up of pro-
curement. Although there will be some delays in the start-up of individual
components of the Industrial Complex, completion of the project is still
scheduled for July 1982. Revised capital cost estimates are only slightly
higher than those contained in the Appraisal Report.

Credit No. 833-TA/Loan No. 1607-TA - Morogoro Textile Project:
US$20.0 million Credit and US$25.0 million Loan both of June 29,
1978; Date of Effectiveness - May 7, 1979; Closing Date -
June 30, 1985

Project implementation is progressing satisfactorily in spite of

some problems encountered with the awarding of the civil works contract.
No further delay is anticipated in project completion.
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Credit No. 875-TA/Loan No. 1650-TA - Mufindi Pulp and Paper

Project: US$30.0 million credit and US$30.0 million Loan, both

of April 6, 1979; Date of Efectiveness - April 15, 1980;
Closing Date - December 31, 1983

Lack of progress in implementing essential related infrastructure

outside the project, particularly the township, has caused project delays.

Total project cost has now increased by about US$111 million, or 40% above

appraisal estimate. Financing of the foreign exchange component of the

township is being arranged through a subsidiary loan from the Kuwait Fund.

Consultants have been requested to review the project's implementation

schedule, define its critical elements, and revise its cost estimates.

Loan No. 1745-TA - Tanganyika Development Finance Company, Ltd.

(TDFL) Project: US$11.0 million Loan of July 27, 1979; Date of

Effectiveness - November 1, 1979; Closing Date - December 31,

1983

The loan is about 70% committed and disbursement is proceeding
satisfactorily.

Credit No. 1060-TA - Second Technical Assistance Project: US$11

millon Credit of October 24, 1980; Date of Effectiveness -
February 10, 1981, Closing Date - June 30, 1985

This credit became effective on February 10, 1981 and TIB is

currently in the process of recruiting an agricultural economist for the

Technical Assistance Unit. Processing of study applications is proceeding

smoothly, the general training component is also being implemented satis-

factorily.

EXPORT REHABILITATION PROGRAM

Credit No. 1133-TA - Export Rehabilitation Program: US$50.0

million Credit of April 24, 1981; Date of Effectiveness -
May 12, 1981; Closing Date - March 31, 1982

This credit became effective on May 12, 1981 and approximately

US$5.0 million have been disbursed. The new institutional arrangements for

import allocation are working well. A draft policy statement for both

agricultural research and extension have been parepared and are being

incorporated within an overall agricultural policy document. The target

for the Government's own contribution to the foreign exchange requirements
of agriculture was actually exceeded during the period April 1-June 30,
1981.
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EAST AFRICAN COMMUNITY

There are currently five projects in execution in the East

African Community.4

Loan No. 638-EA - Second Harbours Project: US$35.0 million

Loan of August 25, 1969; Date of Effectiveness - December 16,

1973; Closing Date - December 31, 1977

Loan No. 865-EA - Third Harbours Project: US$26.5 million

Loan of December 18, 1972; Date of Effectiveness - April 16,

1973; Closing Date - June 30, 1978

The Second Harbours project included financing for five general

cargo berths and a single bay tanker terminal for the Port of Dar es

Salaam; two general cargo berths and a bulk cement wharf for Mombasa; tugs,

lighters, cargo handling equipment, offices, housing and general improve-

ments for both ports. The Third Harbours project included three new deep

water berths, modernization of two berths and a lighterage quay, a training

school building and central repair area for Dar es Salaam; modernization of

several berths and a lighterage quay, construction of a tug berth, cold

storage facilities and a training building in Mombasa and improvement of a

lighterage quay in Tanga. Construction of all major project elements has

been completed and a joint project completion report was issued in January

1979. Because of shortage of funds under both loans, the following minor

project elements have not been submitted for Bank financing: the second

phase of modernization of the lighterage quay and a training school for Dar

es Salaam, modernization of the lighterage quay and a training school for

Mombasa. Locally financed contracts have been awarded for these project

elements with the exception of the modernization of the lighterage quay in

Mombasa. General cargo throughput has increased above appraisal forecasts

for Dar es Salaam, and cargo handling productivity has improved with

increasing throughput; however, port labor productivity has stagnated in

Mombasa where general cargo throughput has declined considerably. Legis-

lation to establish a Tanzania Harbours Authority and a Kenya Ports Autho-

rity has been enacted. Management of Ports in both countries is compe-

tent. Some US$34.50 million of Loan 638-EA and US$26.15 million of Loan

865-EA has already been disbursed. The agreed allocation of undisbursed

funds of October 1, 1977 between the countries concerned is given below:

4Since October 1, 1977, the East African Community loans (excluding

the East African Development Bank) have been disbursed on the basis of

separate national guarantees. The- agreed allocation of undisbursed

balances for each loan, as proposed in a report to the Executive Directors

dated December 29, 1977 (R77-312) and approved on January 12, 1978, is

given in this Annex. The Closing Date for loans 638-EA, and 865-EA have

passed. However, since the amount allocated to and guaranteed by each

Partner State is clearly identified under the terms of the Agreement signed

on January 25, 1978 as proposed in the above report (R77-312), we are

continuing disbursements.
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For Loan No. 638-EA (US$ million)

Kenya 0.7
Tanzania 0.6

Total 1.3

For Loan No. 865-EA

Kenya 1.7
Tanzania 0.3

Total 2.0

Loan No. 914-EA - Third Telecommunications Project: US$32.5

million Loan of June 22, 1973; Date of Effectiveness -

September 19, 1973; Closing Date - December 31, 1979

The project included provision for procurement of local telephone

exchange equipment, cables and subscriber apparatus, microwave and UHF/VHF

systems and multiplex equipment, interurban cables and wires, automatic

switching and signalling equipment, telegraph, telex and data equipment,

and training. All project items except the microwave radio system have

been completed; this system is likely to be completed by mid-1980. The

slippage of the project's completion was due to initial delays in procure-

ment caused by staffing and other problems associated with the relocation

of headquarters. About US$32.20 million of the loan had been disbursed to

date. The agreed allocation of undisbursed funds as at October 1, 1977

among the countries concerned is as follows:

US$ Million

Kenya 2.4

Tanzania 3.5

Uganda 0.1

Total 6.0

Loan No. 1204-EA - East African Development Bank: US$15.0

million Loan of March 1, 1976; Date of Effectiveness - June 7,

1976; Closing Date - March 31, 1980

The environment within the Community has continued to have a

negative Impact on EADB operations. Level of operations both for appraisal

and supervision has been depressed, but there has been some improvement in

the state of the portfolio with trhe arrears affected portfolio falling

from 50% as of June 30, 1977 to 43% as of June 30, 1979. Some US$11.73

million of the loan has been disbursed to date, and the uncommited balance

amounts to US$3.0 million.
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Postscript

The CPP dated October 14, 1981 was reviewed on November 4, 1981

in a meeting chaired by Mr. Clausen. The discussions focused primarily

on Tanzania's structural adjustment problems and the absence of agreement

with the Bank and the IMF on a program to improve economic performance.

The principal issue addressed was that of the appropriate level and

composition of Bank Group lending in these conditions.

In the light of the discussion, the following decisions were

taken:

(a) Until the Government accepts a coherent program consistent

with the serious economic problems of the country, further

lending would be limited to a small number of projects

which could be justified even in the prevailing circum-

stances, specifically the Petroleum Exploration Project

($13 million), TDFL II ($10 million), and Technical Assist-

ance III ($10 million). The Government should be informed of this
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during the course of the visit of Messrs. Clausen and

Wapenhans in November 1981 and further informed that

substantial Bank Group assistance, including non-project

assistance, could be expected only if there were agreement

on appropriate reforms.

(b) The situation with respect to limited amounts of project

lending beyond FY82 would be reviewed toward the end of

FY82 in the light of the status of the structural adjust-

ment discussions and the reports of the Advisory Group.

(c) As reccommended in the CPP, the Bank should inform the

Government that it would convene a Consultative Group

meeting only if there was some prospect for agreement

with the Bank and the IMF on an acceptable program for

recovery.

Eastern Africa Regional Office
November __, 1981
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TANZANIA

ENERGY SECTOR

Background

1. Tanzania's energy consumption is small (about 67 kg. per annum

coal equivalent). The rural population primarily relies on forestry

resources for its energy needs. Commercial energy consumption is

considerably below that of other African countries. The rate of growth of

demand for commercial energy fell between 1975-80, following the steep

increases in oil product prices and the resulting import restrictions,

higher domestic prices and conservation measures introduced by the
Government.

2. The impact of petroleum imports on the country's balance of

payments is heavy, about 20% of merchandise imports and 52% of exports.

Even on the optimistic assumption that hydropower and coal resources could

be substantially developed over the next decade to meet about 20% (compared

to the present 10%) of total commercial energy demand by 1990, the
petroleum import bill could exceed US$1 billion (in-1990 prices) by that

year, equal to about 30% of total projected merchandise imports. Thus,
devel nt of domestic energy r ces, and hydrocarbons in particular,
is a aramount economic priority.

Energy Resources

3. Tanzania's energy resources are sizeable in comparison to its

present consumption. The hydropower potential is about 1,400 MW and is the

most exploited resource to date with an installed capacity of about 248 MW.

A significant offshore gas discovery has been made at Songo Songo 1Q9mils
southeast of Dar-L a SaiM-5~~he sedimentary areassUt
oil and~gas generatidM nd accumulation remains unexplored. Ste coal

osits :Jthe south-west are estimated at about 1,300 million tonsut
rmoteness made large scale exploitation difficult on technical

and g rounds.

Bank Operations in the Energy Sector

4. The Bank Group has invested US$107 million in energy projects

costing over US$230 million. Three power projects accounting most of the

generation capacity added during the seventies (including K atu Phase I
and ,which you will visit) have been completed. In 1980, an IDA credit)

of L(S$30 million financed the first exploration drilling for oil and gas in

the Son-' 6S garea. The project confirmed a large gas deposit and has

indicated presence of liquid hydrocarbons. A second phase exploration
project in Songo Songo is schedul ations in Novembe 1921 and

co nan g s env saged from th OPEC Fund a the E an Investment
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Bank. An appraisal mission for a fourth power project (Mtera, FY83) to

harness the remaining 70 MW potential of the Great Ruaha River (on which

Kidatu Phase I and II are located) is scheduled in December 1981 and an

engineering credit for coal is scheduled for appraisal in February 
1982.

In addition, the Bank played an active role in the negotiation 
of an

agreement between Shell and the Government under 
which Shell would carry

out petroleum exploration in a largp:5,o 
re tract in return for a share in

the potential hydrocarbon productik 
.j

Sector Development Strategy and Investment Priorities

5. The Government has accelerated efforts to exploit the domestic

energy potential. It has decided to undertake petroleum exploration 
on its

own in the Songo Songo area, which is unlikely 
to attract private sector

participation because of the small size of the block, but to seek private

sector involvement in other areas as manifested 
by the recently concluded

agreement with Shell. Similar arrangements are being discussed with other

foreign companies. Legislation enacted in 1979 forms the basis for

promoting private sector participation in petroleum sector and provides

appropriate incentives for continued private sector invo tmnt for

development of the hydrocarbon resources discovered. I coal,, the

Government has initiated discussions with a foreign comp 
t progress

has been slow because of the limited export possibilities, high transport

costs and limited and low quality of the resource. Thus coal development

will most likely have to be undertaken with financial investment by the

Government and primarily aimed at domestic requirements.

6. A high priority for the Government must be to 
set investment

priorities taking into account scarce 
financial resources. We have

included financing for 36 man months of consultancy services (an economic

advisor and an energy specialist) under the Songo Songo Petroleum 
Explo-

ration Project (Cr. S-27-TA of June 30, 1980) to initiate work on an energy

plan, review energy pricing, help develop a domestic 
capability to prepare

and appraise energy projects and coordinate energy studies. 
In addition,

IDA proposes to carry out an energy assessment in mid-1982 which will form

tnh-brasisftoru~ture discussions with the Government about energy sector

issues, particularly, pricing, development strategy and investment priori-

ties.

7. The Ministry of Water and Energy is responsible for overall 
nergy

panninS and develoment of hydro and petroleum resources in Tanzania.

Minister Al-Noor Kassum (who will accompany during 
your site visit to

fdatu hydroelectric projects) is an Asian who began his career as a lawyer

lnitially, Shell had made implementation of the exploration program

contingent upon the Bank's financial participation in it. A project for

this purpose was scheduled in FY82. Subsequently, however, Shell accepted

the Government's request to proceed with the exploration without Bank

participation. We therefore dropped the project from our lending program.
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in Dar es Salaam in the fifties. He was elected to the Parliament in 1959
and since then has held many portfolios, although he is not a member of the

Party's (CCM) central committee. Considered a capable manager, he has on
occasions promoted large scale development schemes (like the Stiegler's

Gorge)1 which ignore economic realities in Tanzania. He will provide a

full brief on the energy sector and is likely to urge greater cooperation

with the Bank.

lThe tiegler's Gorg project is expected to produce about 600 MW of
power and t 1 billion. The project schedule calls for its
completion by 1988/89. Although the project could be economically
attractive if operated at rated capacity, the issue is one of timing
because, in our assessment, Tanzania could not absorb the power until the

late 1990s or later.
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TANZANIA

KIDATU HYDROELECTRIC PROJECTS, PHASE I AND II

Project Data (Phase I, Loan 715-TA) Project Data (Phase II, Loan 1308-TA)

Loan Amount: US$35 million Loan Amount: US$30 million
Date Approved: December 8, 1970 Date Approved: July 1, 1976

Closing Date: June 30,1976 Closing Date: December 31, 1981
The loan is fully disbursed The loan is fully disbursed.

Project Description

1. .hae. T' Construction of a hydroelectric power complex at Kidatu

on thGea; Ruaha Rive comprising a regulatory dam, headrace and tailrace

tunnel and a TFdZ~ gTid power station with 100 MW capacity; 15 MW expan-
sion of diesel generating capacity at Ubongo near Dar es Salaam; construc-

tion of single circuit 220 KV transmission line from Kidatu to Ubongo and

consulting services to implement the project and to study its ecological

effects.

2. Phase II: Construction of a dam at Mtera (upstream of Kidatu) on
the Great Ruaha River to provide yearly water regulation; extension of the

underground power station at Kidatu by additional 2 x 50 MW units; a 90 MVA

transformer at Morogoro; consulting services to implement the project and

training of TANESCO staff.

Implementation Experience

3. Both projects were com leted on schedule and no major difficul-

ties were encountered during t eir implementaiton. They were the largest
projects then implemented by a Tanzanian agency and they required manage-

ment of logistical support in difficult and remote areas. Sweden, Canada,
Germany and EEC were cofinanciers. Both projects suffered-cost overruns
(a bul10% each argely due to a rapid increase in the civil works cost
that could not be anticipated at appraisal.

Implementing Agency

4. Tanzania Electric Supply Company (TANESCO) is a Government owned
generation and distribution monopoly under the Ministry of Water and

Energy. It is one of the most effectively mana ed agencies in

Tanzania as reflecle'd~by'Tts y to plan and implement generation

capacity ahead of the country's power requirement and by the successful
operation of the power system. It has also Tanzanianized its entire top

management during the seventies through a well coordinated training

program.
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Problems

5. TANESCO's i ncial situation de orating for) two main

reasons. Foreign exchan e ortt~ hav resulted inan inadequate supply

of diesel and other imported inputs available to TANESCO and this has

caused interruptions in the power supplied f The

Government agreed under the two projects tol'maiSIn a 7% rate of return

each year on TANESCO's average net revalued fixed assets in operat o. The

Government has allowed tariff increases (30% in 1974, 40% in 1976 and 42%

in 1979), but these have not been sufficient to enable TANESCO to meet the

tariffagreement because of rapidly increasing recurrent costs (particularly

of the imported diesel and supplies), a steep upward revaluation of assets

to reflect their replacement value, and long delays by the Government in

approving the tariff increases. We are scheduled to -appraise a power

project later this year to harness the remaining power generation potential

at Mtera on the Great Ruaha River (on which Kidatu Phase I and II are

located). Under this project, we will address in detail the issue of

TANESCO's deteriorating fi
a sures, nc uding adjustment in the structure and level of tariffs, to

ensure s financial viability in the eighties.

Site Visit

6. You will see the und rground power house, stepup substation, and

the drive to the Kidatu dam. The roa to t e dam site s rae to the

underground headrace-tunnel. You will-be accompanied during the visit by

MinisterAl Noo Kaisumo Water and Ener y and TANESCO officials.
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TANZANIA

MOROGORO INDUSTRIAL COMPLEX (LOAN 1385-T-TA AND 1386-TA

Project Data

Loan Amount: US$23.0 million
Date Approved: March 29, 1977
Closing Date: December 31, 1981
Amount Undisbursed: US$2.4 million

Project Description

1. Establishment of 65 hectares of industrial estate including land

development, road network, provision of utilities, four standard factory
buildings and housing for senior personnel; shoe factory designed to

produce two million each of leather and canvass shoes for export per year;
and a leather goods factory consisting of a number of working areas in

which craftsmen would produce leather goods with simple hand tools.
Related industries in the complex but not financed by the Bank include a

tannery (Bulgaria) and a canvass mill (EEC).

Implementing Agency

2. The project was initially implemented by the National Development
Corporation (NDC). NDC, formed in 1964, is the principal Government owned

agency responsible for industrial promotion in Tanzania. NDC has started

most of the important public sector manufacturing activities in the country

(such as textiles, small industries, leather, paper and chemicals) and
these have now been placed under separate Government owned agencies. In

addition, NDC directly controls equity in more than 20 smaller manufac-
turing enterprises ranging from beer making to glass manufacturing. On the
whole, the NDC owned companies made profits in 1979/80 but individual
companies, particularly those dependent on imported raw materials have made

serious losses. NDC has attracted better talents in the country and has

provided most of the top management in the public sector enterprises. The

project is now being implemented by Tanzania Leather Associated Industries,

which has responsibility for collection and marketing of hides and skins,
leather processing and manufacturing of shoes and leather goods.

Implementation Status

3. The physical construction of the industrial estate and the shoe

factory is substantially completed. The machinery for the leather goods

factory has been delivered to the site and is awaiting installation. The

project has been implemented without major delays. The project, however,
is facing major operational problems. The shoe factory is producing at

less than 10% of its capacity with no exports. The overriding problem is
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that the foreign operational managers do not appear to have technical and

marketing capabilities to turn the shoe factory into a viable operation.

There are also other major problems which reflect the overall problems
confronting the industrial sector: (i) foreign exchange difficulties limit

the availability of imported raw material such as synthetic soles, even
though the shoe factory can potentially earn more foreign exchange than it

will use; (ii) adjustment in the exchange rate consistent with the needs of

the rest of the economy is not likely to be sufficient to make the shoe

factory financially profitable if all of the shoe production was exported;

therefore the factory is likely to need special export incentives; (iii)

processing costs are high mainly due to high labor costs as well as low

labor productivity; and finally (iv) the training programs included under

the project have lagged considerably and have proven inadequate considering

that labor is drawn mainly from a rural population with little industrial

experience. In hindsight, the project was clearly larger than was appro-

priate under Tanzanian conditions.

Industrial Sector

4. In the 1970s, the Government saw rapid industrialization as a

major means of achieving economic self-reliance. The blueprint for

industrial development was adopted in 1972 in the form of the Basic

Industry Strategy. Responsibility for industrial development was placed in

the hands of government-owned parastatals, many of which were specifically

established for this purposes. However, performance in the industrial

sector has not lived up to expectations. Despite large investments,

production rose very slowly during the 1970s and has probably fallen in

more recent years. Correspondingly, productivity has been falling and

capacity utilization is now estimated at less than 30%. With recent

shortages of imported raw materials and spare parts, as well as

infrastructure weaknesses in power, water supply and transport, many

industries have in fact been forced to close down.

5. In addition to the recent problems resulting from a lack of

foreign exchange and infrastructural support, the industrial strategy

adopted by Tanzania has run up against a number of more fundamental

constraints. Firstly, the rapid growth of industries and parastatals has

over-extended the country's management and manpower resources. At

Independence in 1961, trained manpower was almost non-existent and the

deficit of skilled manpower grew throughout the 1960s and 1970s as the

development program expanded. Today, almost all parastatals (of which

there are over 50 in the industrial sector alone) are poorly staffed and

managed. Secondly, financial resources for industrial development have

also been inadequate. This is reflected in high debt/equity ratios, weak

working capital structures, and inadequate attention to operations and

maintenance in manufacturing enterprises. Thirdly, the increasing

distorted incentive system in the economy has discouraged productivity

improvements. This includes inadequate provision for incentives in wages

and income policy (a Party paper on this was released over a year ago, but

there seems to have been little follow up to date); maintenance of
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pervasive price controls, with little regard for comparative advantage; and

an increasingly over-valued exchange rate, which has discouraged export

development.

6. These issues were analyzed in detail in the Bank's Basic Economic

Report of 1977. The report concluded that the capital and foreign exchange

requirements of the basic industry strategy are very high in the early

years and industrial production and the gross domestic product would be

actually less under this approach than under an alternative strategy.

Further, the emphasis on industrial development diverted attention from

agriculture, the performance of which is critical to success elsewhere in

the Tanzanian economy. Without an expanding monetary agricultural sector,

to provide needed raw materials and absorb industrial products, there was

little opportunity for the industrial sector to develop. Finally the basic

industry strategy places high demand upon planning capacity, one of the

scarcest resource in Tanzania. The report stressed the need for improve-

ment in the policy environment under which the industrial sector operated

and suggested specific measures in pricing and tariff regime, incentive

framework, and export promotion areas as well as measures to consolidate

the sector by improving capacity utilization, investment planning and

parastatal accountability. We discussed the findings of the Basic Economic

Report with the Government in 1978 and there was major strain over our

recommendations. Apart from some limited measures on export promotion and

limited price decontrol, the Government has not implemented the recommen-

dations of the Basic Economic Report.

Site Visit

7. You will visit the shoe factory. You will be accompanied by

officials of the complex and possibly by Minister Mramba of Industries.

Mr. Mramba, formerly the Director General of the Small Industries Organi-

zation, has been appointed to the portfolio less than a year ago. He is

keen to address the problems of the industrial sector, particularly those

with export potential, and has asked the Bank for assistance in resolving

them. We expect to have a presentation, followed by a discussion, on this

subject. You should ask Minister Mramba how the Government-intends to

address the critical problems facing the industrial sector, given the

limited financial (particularly foreign exchange) resources likely to be

available. In particular:

(a) what plans does the Government have for consolidating the

sector, including closing down some operations and

cancelling some of the less-essential projects under

implementation?

(b) what adjustments in industrial strategy and policies would

be needed for the development of a healthier and more viable

industrial sector in the future?
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(c) how the Government intends to address the longer term

problem of skilled manpower shortages and what it intends to

do to ensure that external technical assistance is competent
and effectively utilized.
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TANZANIA

MEETING WITH PRESIDENT NYERERE

NOVEMBER 24, 1981

Biographical Details

1. President Julius Kabaraga Nyerere was born at Butiama, near the

eastern shore of Lake Victoria, about 57 years ago, and is known to his

people as "Mwalimu," the Teacher. Son of the Chief of the small Zanaki
tribe, he went to Roman Catholic boarding school at Musoma, Tabora Secon-

dary School (where many future politicians crossed paths) and Makerere

University College, Uganda. In 1945 he began teaching history and biology

at St. Mary's Mission School in Tabora and in 1949 became the first Tanga-

nyikan student to go to a British university, taking an arts degree at

Edinburgh. It was there that he first evolved his political philosophy -
which is a blend of African communal values, Western socialism and his own

deep Christian faith.

2. He returned to Tanganyika and resumed teaching in Dar es Salaam

in 1952. He became active in politics and founded the Tanganyika African

National Union (TANU) in 1954, which sought independence and self-govern-
ment through peaceful means. In 1958 he was elected to the Legislative
Council and became Chief Minister after the September 1960 elections, when

TANU-backed candidates won 70 of the 71 seats. Independence came without

violence in December 1961, thanks to TANU's strength and unity and Mr.

Nyerere's leadership. He has remained in office ever since. He is a hard-

working, self-critical leader deeply committed to improving the welfare of

the rural population and opposed to economic privilege and corruption. He

is one of only six of the original signatories of the OAU Treaty of 1963
(now embracing 50 states) who are still in office.

Topics for Discussion

3. Despite his recent attendance at the Cancun Summit and his

possible interest in the Sub-Saharan Africa Study, the subject of most

concern to President Nyerere will be his country's requirements for

emergency assistance from the international community, including the Bank
Group. It is also possible that he will raise the subject of a proposed
rural development project in his native Mara Region, which was negotiated a

year ago but has not been presented to the Board. You may wish to mention

the EAC Mediation effort in passing.

Follow-Up to Cancun

4. President Nyerere has been in the forefront of Third World

leaders calling for major changes in the international economic system,
including the International Monetary Fund and the World Bank. While his
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criticism has become sharper in recent months, as a result of disappointing

rounds of discussions with the Fund and ourselves regarding possible

balance of payments support, his dissatisfaction is longstanding. At the

Commonwealth Heads of Government Meeting in Melbourne in September 1981,

President Nyerere called for a new Bretton Woods Conference to reexamine

the workings of existing international institutions, which he called

"inadequate" and "ill designed" to deal with current financial and economic

problems. His main complaints are that these institutions are inequitably

controlled, inadequately funded, biased in favor of market economies and

ineffectual in correcting uneven trade and exchange relationships between

countries. He is likely to be especially critical of the IMF for

"imposing" lending conditions which are politically unreasonable 
and

socially damaging.

5. In your response, you should stress that these institutions are

indeed limited instruments and were designed, not to effect a global

transfer of wealth, but to support the domestic economic efforts of its

member countries. While the Bank has been trying to protect and expand the

resources at its disposal, these remain very limited and must be allocated

to those countries best able to set and implement reasonable goals, as well

as to adjust these in the light of new circumstances. Tanzania is a

country where the Bank has exerted special efforts to support the Govern-

ment's programs, but where adjustments to international and domestic

constraints are now necessary (see para. 9-11 below).

Sub-Saharan Africa Report

6. In mid-October, copies of the Bank's report on "Accelerated

Development in Sub-Saharan Africa: An Agenda for Action" were sent to

President Nyerere and key officials in the Government. It would be

appropriate for you to give President Nyerere a presentation copy of the

report at your meeting, and to reiterate the importance you attach to the

report's message and the need to address the problems of Sub-Saharan Africa

on a priority basis (as you indicated in your Annual Meeting plenary

speech).

7. While recognizing the diversity of conditions in different

countries of Sub-Saharan Africa, the report identifies a number of common

factors which have had an adverse impact on economic performance throughout

the region. These include:

(a) structural factors, such as underdeveloped human resources,

disruptions resulting from colonization and post-colonial

consolidation, climatic and geographic factors hostile to

development, and rapidly growing population;

(b) external factors, especially the relatively slow growth in

primary product trade and deteriorating terms of trade; and

(c) domestic policy inadequacies. Here three critical

weaknesses were identified. First, trade and exchange-rate

policies have tended to overprotect industry, hold back
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agriculture and absorb administrative capacity. Second, too

little attention has been given to administrative

constraints, leading to widespread weaknesses in planning,

decision making and management capacity, and other

over-extension of the public sector. Third, there has been

a consistent bias against agriculture in price, tax and

exchange-rate policies.

The report concludes that three major policy actions are central to any

growth-oriented program: more suitable trade and exchange-rate policies,

increased efficiency of resource use in the public sector, and improvements

in agricultural policies. However, the report also recognizes that such

policy reforms will be difficult, and will require substantial external

assistance to be effective (specifically, the report recommended that aid

in real terms to Sub-Saharan Africa be doubled by the end of the 1980s).
You should assure President Nyerere that the World Bank, for its part, is

increasingly gearing its operations to support Sub-Saharan African coun-

tries in designing and implementing appropriate programs of structural

adjustment and policy reforms.

Requirements for Non-Project Assistance

8. At his last meeting with Mr. McNamara in January 1980, President

Nyerere requested urgent import support from the Bank. Mr. McNamara

pointed to the need for structural adjustments in the economy to cope with

the growing oil bill and especially for major policy initiatives in

agriculture. In the event of such adjustments, it was suggested that up to

US$200 million could be made available over three or four years to assist

the recovery process. Since then it has been possible to reach agreement

on a US$50 million credit for a limited Export Rehabilitation Program in
March 1981. The Tanzanians also accepted the Bank's suggestion to set up

an Advisory Group to assist the Government in preparing a broader recovery
plan, and this Group has now begun its work. However, to date, there has
been little indication that we can expect a major change in policies in the

near future. In particular, we are concerned that discussions with the IMF

on a possible EFF arrangement remain deadlocked: in addition to the need to

move in the general policy direction suggested by the IMF, access to IMF

resources is seen as essential to restoring a viable balance of payments

position.

9. The President may feel that we have recanted on an undertaking to
maintain high levels of support to his country. You should respond that

our commitment to the country's development is shown by the nearly $1

billion we have lent so far (all of this on IDA terms since FY79) and by a
number of projects higher than for any other African country. You should
say, however, that the results of current economic policies - inadequate

incentives to primary producers, large parastatal losses, and a large
development program which stretches both budgetary and managerial resources
- affect the execution of existing projects and weaken the justification
for future ones. The Tanzanians resent the consonance in views between
ourselves and the IMF which centers the need for higher producer prices, a



H

-4-

devaluation, less price control and more restrained development spending.
If President Nyerere alludes to this, you should make clear that this

overlap in views regarding appropriate adjustment policies lies in separate

analysis which has reached the same conclusion. Furthermore, these views

appear to be shared by many of Tanzania's friends in the donor community.

10. For justifying additional non-project assistance from the Bank,
you should emphasize that we would need to see progress in a number of key

areas over and above agreement with the IMF. These were referred to in a

Memorandum of Understanding agreed to with the Tanzanians in March 1981

(see attachment M to this brief), as well as summarized in the recent CPP:

(a) Improved maintenance and utilization of existing capacity.

This will require a re-orientation of budget expenditures

towards recurrent items (allowing more explicitly for the
recurrent impact of new investments), higher priority for

spare parts and operating requirements within import

allocations, and increased numbers and quality of workshop

and maintenance staff.

(b) Reduced allocations and clearer priorities for public

investment. The present resource constraints, together with

the large requirements for maintenance and operations, will

severely restrict the scope for new investment in the near

future. The Government will, therefore, have to select new

projects carefully, emphasizing rehabilitation, net foreign

exchange earnings/savings, and quick-yielding investments.

Even projects already under implementation will require

critical review and in many cases postponement or cancel-

lation. On a sectoral basis, highest priority will have to

be given to agriculture, as well as the supporting proces-

sing and transport infrastructure.

(c) Improvements in incentives. To help direct investment to

areas of comparative advantage and encourage improvements in

productivity, the present incentive system needs to be

reviewed. This includes adjustments in the present trade

and exchange regime, a rational interest rate structure,
selected price decontrol, and a productivity-oriented

incomes and wages policy.

(d) Reduced government participation in and regulation of the

economy. Recognizing the present resource and manpower

constraints, and the negative impact on private sector

initiative, the Government needs to review its extensive

involvement in the economy, with the objective of focussing

attention on those areas where its parastatal and planning
functions are most needed. Particular areas of concern are

the numerous parastatal organizations involved in production
and transport activities, and the pervasive Government role
in retail and import trade.
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11. You should urge President Nyerere to give careful thought to

early action on some of these measures, since they are consistent with his

own objective of accelerating growth in a socially equitable 
way. The Bank

remains prepared to assist the Government in preparing appropriate recovery

measures, and would consider supporting implementation of an overall

adjustment package with further non-project 
lending. However, without

policy action, there would be no case for non-project lending, and indeed,

it would even become increasingly difficult to justify new project lending

in many areas.

East African Community (EAC)

12. The East African Community (EAC) was composed of Kenya, Tanzania

and Uganda. It inherited from the former Colonial power and developed

further, the Common Services Corporation (Railways, Ports, Telecommuni-

cations, Airways etc.) and General Fund Services Corporation (GFS)

(trainining, administration etc.) for the Common 
Market. Total assets are

estimated at about $1,437.9 million equivalent. The Bank has lent some

$244.8 million, of which $4.42 million remains undisbursed. All Bank loans

to the EAC are covered by joint and several guarantees. The de facto

collapse of the EAC, followed the failure of Kenya, Tanzania and Uganda to

agree on the EAC GFS budget in mid-1977. Subsequently, following the

withdrawal of Kenya and Uganda from the EAC headquarters in Arusha, the

Bank assisted the three Governments in advancing a mediation proposal 
and

in appointing Dr. Victor Umbricht (in January 1978) as the mediator to

assist them in reaching an equitable settlement of the assets 
and liabili-

ties of the EAC Corporations and the GFS. The mediator and related

services are being financed from the balance of EAC loans and by the United

Nations Development Program. The Bank is the executing agency.

13. The mediation exercise started in February 1978. Following

receipt of proposals for the allocation of these assets and liabilities,

the three Governments have now agreed to negotiations. As allowed under

his terms of reference, the Mediator has been asked to chair the negotia-

tions. The Mediator's report and recommendations on the future structure

of the East African Development Bank (EADB), prepared as a matter of

priority, have already been accepted by the Partner States. The revised

charter along with the Treaty to enact the new charter, have been ratified

by the three Governments.

14. You should convey our appreciation of the cooperative spirit with

which Tanzania has assisted the Mediator in his difficult task and express

the hope for an early settlement. You may also wish to encourage the

President to do everything in his power to provide for a positive and

successful outcome of the mediation effort, following the example of the

settlement reached on the EADB. Any agreement would be subject to the

rights of creditors and there may well have to be further individual

negotiations once the former partner states have agreed. 
However, the

importance of an early settlement for trade and commerce in the 
region can

hardly be overestimated.
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Mara Rural Development Project

15. The President's home region, Mara, was to be the site of an

IDA-financed rural development project which was appraised in January 1980

and negotiated in December 1980. However, we have deferred presentation of

the project to the Executive Directors, in the face of current difficulties

with existing rural development projects in Tanzania. These difficulties

typify those affecting many projects and include shortages of essential

goods not usually covered by project budgets (e.g. spare parts and fuel),

inadequate staffing and technical packages which are not attractive, in

part because of price distortions. We advised the Government in a letter

(included under item M of this brief) this month that we would be prepared

to proceed with the project, provided that there is substantial improvement

in the implementation of existing projects at Tabora and Mwanza-Shinyanga
(including the filling of vacant specialist posts) during the next year and

further consolidation of the development budget to emphasize high-priority

projects and reduce overall demand for scarce physical and manpower

resources in the economy.
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MEETING WITH PRIME MINISTER MSUYA

NOVEMBER 24, 1981

Biographical Details

1. Mr. Cleopa Msuya was born in 1931 in Kilimanjaro Region and was

educated at Tabora and Makerere College, in Uganda. After sixteen years in

the civil serice (1956-1972), he served as Minister of Finance (1972-75)

and Minister for Industries (1975-1980) before being appointed to his

present post in November 1980. Mr. Msuya is very knowledgeable about Bank

Group operations.

Topics for Discussion

2. Mr. Msuya will be interested in some of the same topics as

Ministers Jamal and Malima. However, you should ask him to brief you on

the Government's plans for improving agriculture and rural development

policy in the country and stress the importance of major adjustments in

Tanzania's industrial strategy.

Agriculture and Rural Development

3. The Prime Minister's Office is responsible for coordinating the

administration of Tanzania's twenty mainland regions, including all rural

development activities. These efforts are in difficulty as a result of

inappropriate agricultural policies, shortages of essential inputs such as

diesel fuel and spare parts and a failure to recruit necessary staff (see

separate brief for your meeting with President Nyerere). We have been

discussing a possible re-design of existing projects to de-emphasize social

services such as health care and clean water and concentrate more on

improvements in agricultural production. However, even with such

modifications, these projects will remain dependent on general progress in

improving basic support services to small farmers. These have been very

inadequate in recent years for the following reasons:

(a) Despite public statements about the importance of the

sector, agriculture has not received an appropriate share of

national resources (e.g. it accounts for less than ten

percent of the development budget);

(b) Within the sector, there has been a tendency to emphasize

modernization and public sector production (e.g. major

irrigation schemes and state-owned wheat farms) at the

expense of basic improvements to traditional agriculture;
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(c) There is divided responsibility and a lack of coordination

for important services such as research and extension among

the PMO, the Ministry of Agriculture, the Regional
authorities and individual crop parastatals; and

(d) Most parastatals providing agricultural services are poorly

managed or operating on unreasonably low margins (at the

present exchange rate).

4. Many Government officials either do not recognize these problems

or have given them less attention in the present foreign exchange crisis,

which has also affected the ability of parastatals to deliver inputs and

collect crops. The Prime Minister has been sympathetic to raising producer

prices but would be among the first to acknowledge that complementary

improvements are necessary in agricultural services. The Government has

already agreed to prepare an action program (expected by the end of the

year) for improving agricultural services, but you should ask the Prime

Minister what form such remedial measures are likely to take.

5. In the narrower context of our rural development projects, you

should also point out that some relatively simple improvements are in

order. One of these would be to employ all the internationally recruited

specialist staff for which funds were provided in the project budgets.
Another would be to keep qualified and effective Tanzanian staff in their

positions for longer periods of time, as discontinuity of service has been

a serious impediment to sustained progress in some technical areas.

Industrial Strategy

6. Mr. Msuya retains a keen interest in Tanzania's industrial

sector, over which he presided as Minister of Industries during the period

1975-1980. You should ask his views on how the industrial strategy needs

to change if industry is to make a contribution to economic recovery, and

particularly to the promotion of exports.

Advisory Group

7. The Prime Minister was instrumental in March 1981 in gaining

Government wide acceptance for the setting up of the Advisory Group. You

should ask him what contribution he expects the Group to make and assure

him that we look forward to the results of its deliberations with great
interest. He is likely to remain supportive of a pragmatic approach to

resolving Tanzania's economic crisis that would include a cooperative
relationship with the Bank Group.



J
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TANZANIA

MEETING WITH MINISTER JAMAL

NOVEMBER 24, 1981

Biographical Details

1. Mr. Amir Jamal, the Minister of Finance, has been a life-long

associate of President Nyerere, a co-founder of the political party which
led Tanganyika to Independence and the most prominent Asian in Tanzanian

politics. He was educated in Tanzania and at Calcutta University, where he

obtained a degree in economics. He joined his family business in 1943,
became active in politics and was elected to Parliament for the first time

in 1958 as the Member for Morogoro (a town you will be visiting). He has

been a member of every Cabinet since Independence and was appointed to his

present post (for the third time) in November 1979. Mr. Jamal was a member

of the Brandt Commission and chairman of the 1980 Bank/Fund Annual Meeting.
He is Tanzania's Governor of the IMF.

Topics for Discussion

2. Mr. Jamal will doubtless ask what the immediate prospects are for

further non-project assistance from the Bank Group. You should emphasize

that such assistance would not be possible or fruitful without a major

economic reform program, and you should enquire what the Government's plans
are, aside from raising more foreign exchange from donors, to deal with

Tanzania's crisis. In particular, you should ask the Minister for a
progress report on the major measures outlined in the Memorandum of

Understanding agreed to in March 1981 (see para. 4 below). You should also

ask about the status of the public investment review and why no major

projects have been dropped in view of the serious resource shortage.

Non-Project Assistance

3. The requirement for exceptional import financing in Tanzania has

been clear for at least three years. In evaluating the case for such

assistance, the key question has been whether the Government is close to

adopting an acceptable program for dealing with the protracted crisis.

After extended discussions, we were able to appraise in October-November

1980 a limited non-project lending operation focussed on agriculture and

essential supporting activities (e.g. transport and processing). Measures

adopted in connection with this Export Rehabilitation Program included

substantial increases in some producer prices, the reservation of adequate
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foreign exchange for the import needs of the agricultural sector,
improvements in the quality of parastatal accounts, a review of the

agricultural price-setting system and the preparation of an action program
to improve essential agricultural services, e.g. research, extension, input

delivery and crop collection. However, we were not able to reach agreement

on wider economic issues such as export promotion and diversification,
financial planning and control, parastatal efficiency and higher and

sustained incentives to production, which might have been the basis for a

larger, longer term, structural adjustment credit.

4. For this reason, during negotiations of the Export Rehabilitation

Program in March 1981, an agreement was also reached on a Memorandum of

Understanding on Follow-Up Measures which could lead to further non-project

assistance. These included more restraint and selectiveness in the public

investment program, more emphasis in the recurrent budget on the operations.

and maintenance needs of the economy, a re-examination of the roles (parti-

cularly the purchasing mandates) of the State-owned crop authorities, the
introduction of more payments-by-results schemes in industry and a review

of subsidy and cost recovery arrangements for public services. The Memo-

randum made specific reference to the need to maintain drawing rights with

the IMF, which everyone understood would mean reaching an accommodation on

the exchange rate following a joint Government-IMF study of this issue

which was completed in June 1981.

5. There has been some progress under the agricultural aspects of

the Export Rehabilitation Program (e.g. cashewnut and coffee marketings are

substantially higher then in 1979/80 and the improved foreign exchange
allocation system is operating reasonably well). However, in other areas

of the Program (e.g. incentives for manufactured and processed exports,
debt and aid reporting) progress has been less satisfactory. In the major

policy areas addressed by the Memorandum of Understanding there is even

less action to report. For example, while the Government has reduced its

public investment program for the first time since Independence and there

is more emphasis on rehabilitating or improving the use of existing facili-

ties, no major projects have been dropped.

6. We have recently written to the Government to explain what in our

view remains to be done (see letter attached under item M of this brief).

You should remind the Minister that an agenda of partial adjustment

measures has already been agreed upon and that we should be working

together to implement them as soon as possible. While we stated that we
would be prepared to appraise a follow-up rehabilitation credit as early as

September 1981 if there were satisfactory progress against the Memorandum

of Understanding, we should advise the Minister that this condition has

simply not been met, especially regarding use of IMF resources.

Discussions with the IMF

7. You advised Mr. Jamal in your meeting on September 25 that

Tanzania's relations with the International Monetary Fund were critical to

the adjustment process and that it remains difficult for us to provide non-
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project assistance in the absence of an agreement with the IMF. You should

reiterate this position, and make it clear that while our advice is consis-

tent with the Fund's, it is the result of our own analysis. In our view,

in the present circumstances, only a limited number of projects which can

be protected from the overall environment should go forward; even that may

have to change after FY82. You should ask the Minister how soon they

expect to be able to react to the negotiating proposals made by the IMF

during the Annual Meeting and to offer to them whatever assistance they

think we may provide in advancing these discussions.

Progress of the Advisory Group

8. The Advisory Group which was set up at Mr. McNamara's suggestion

in August 1981 is expected to evolve a reform program by April 1982. The

Principal Secretary of Finance (Mr. Kazaura) informed us during the Annual

Meeting that he hoped the Group would make practical recommendations on

appropriate recovery measures throughout this period. You may wish to ask

the Minister how the Group's work is progressing and how soon he expects to

see recommendations about the direction of the Government's economic

policies during the next six months.

Consultative Group Meeting

9. We agreed with the Tanzanians during the Annual Meeting to begin

preparations for a meeting of the Consultative Group in the Spring of 1982,
perhaps in the last week of March. However, we told the Government that in

our opinion such a Meeting could be productive only if there were an actual

or imminent agreement between the Tanzanians and the IMF, as well as the

outline of a recovery program prepared by the Advisory Group. You should
ask if this timing would still be appropriate in view of the need to

circulate documents to participants by mid-February. The Minister may wish

to explore the option of holding the Meeting even without such develop-

ments, so as to brief the donor community on Tanzania's needs (the last

meeting of the Group was in May 1977) and to build support for a tentative

recovery program including an eventual understanding with the IMF. You

should reply that early action on all these fronts is highly desirable but

that the donor community will be in a more reasonable position to respond

to the country's needs once the Government has introduced concrete and

coherent recovery measures.
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(Same as for Minister Jamal)

TANZANIA

MEETING WITH MINISTER MALIMA

NOVEMBER 24, 1981

Biographical Details

1. Mr. Kigoma Malima, the Minister of State for Planning and

Economic Affairs, was educated at Darmouth (1965), Yale (1966) and
Princeton (1967). He taught at the University of Dar es Salaam and

entered Government in 1974 as Principal Secretary for Finance and

Planning. In 1976, he returned to the University to teach economics and

was appointed to his present post in January 1980. He is Secretary to the

Economic Committee of Cabinet and the General Secretary fo the ruling

Party's Standing Committee on Economic Affairs. Mr. Malima is Governor of

the Bank.

Topics for Discussion

2. Mr. Malima will doubtless ask what the immediate prospects are

for further non-project assistance from the Bank Group. You should

emphasize that such assistance would not be possible or fruitful without a

major economic reform program, and you should enquire what the Government's

plans are, aside from raising more foreign exchange from donors, to deal

with Tanzania's crisis. In particular, you should ask the Minister for a

progress report on the major measures outlined in the Memorandum of

Understanding agreed to in March 1981 (see para. 4 below). You should also

ask about the status of the public investment review and why no major

projects have been dropped in view of the serious resource shortage.

Non-Project Assistance

3. The requirement for exceptional import financing in Tanzania has

been clear for at least three years. In evaluating the case for such

assistance, the key question has been whether the Government is close to

adopting an acceptable program for dealing with the protracted crisis.

After extended discussions, we were able to appraise in October-November
1980 a limited non-project lending operation focussed on agriculture and

essential supporting activities (e.g. transport and processing). Measures

adopted in connection with this Export Rehabilitation Program included

substantial increases in some producer prices, the reservation of adequate

foreign exchange for the import needs of the agricultural sector, improve-

ments in the quality of parastatal accounts, a review of the agricultural
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price-setting system and the preparation of an action program to improve

essential agricultural services, e.g. research, extension, input delivery

and crop collection. However, we were not able to reach agreement on wider

economic issues such as export promotion and diversification, financial

planning and control, parastatal efficiency and higher and sustained

incentives to production, which might have been the basis for a larger,

longer term, structural adjustment credit.

4. For this reason, during negotiations of the Export Rehabilitation

Program in March 1981, an agreement was also reached on a Memorandum of

Understanding on Follow-Up Measures which could lead to further non-project

assistance. These included more restraint and selectiveness in the public

investment program, more emphasis in the recurrent budget on the operations

and maintenance needs of the economy, a re-examination of the roles (parti-

cularly the purchasing mandates) of the State-owned crop authorities, the

introduction of more payments-by-results schemes in industry and a review

of subsidy and cost recovery arrangements for public services. The Memo-

randum made specific reference to the need to maintain drawing rights with

the IMF, which everyone understood would mean reaching an accommodation on

the exchange rate following a joint Government-IMF study of this issue

which was completed in June 1981.

5. There has been some progress under the agricultural aspects of

the Export Rehabilitation Program (e.g. cashewnut and coffee marketings are

substantially higher then in 1979/80 and the improved foreign exchange
allocation system is operating reasonably well). However, in other areas

of the Program (e.g. incentives for manufactured and processed exports,

debt and aid reporting) progress has been less satisfactory. In the major

policy areas addressed by the Memorandum of Understanding there is even

less action to report. For example, while the Government has reduced its

public investment program for the first time since Independence and there

is more emphasis on rehabilitating or improving the use of existing facili-

ties, no major projects have been dropped.

6. We have recently written to the Government to explain what in our

view remains to be done (see letter attached under item M of this brief).

You should remind the Minister that an agenda of partial adjustment

measures has already been agreed upon and that we should be working

together to implement them as soon as possible. While we stated that we

would be prepared to appraise a follow-up rehabilitation credit as early as

September 1981 if there were satisfactory progress against the Memorandum

of Understanding, we should advise the Minister that this condition has

simply not been met, especially regarding use of IMF resources.

Discussions with the IMF

7. You advised Mr. Jamal in your meeting on September 25 that

Tanzania's relations with the International Monetary Fund were critical to

the adjustment process and that it remains difficult for us to provide non-

project assistance in the absence of an agreement with the IMF. You should

reiterate this position, and make it clear that while our advice is consis-

tent with the Fund's, it is the result of our own analysis. In our view,
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in the present circumstances, only a limited number of projects which can

be protected from the overall environment should go forward; even that may

have to change after FY82. You should ask the Minister how soon they
expect to be able to react to the negotiating proposals made by the IMF

during the Annual Meeting and to offer to them whatever assistance they

think we may provide in advancing these discussions.

Progress of the Advisory Group

8. The Advisory Group which was set up at Mr. McNamara's suggestion

in August 1981 is expected to evolve a reform program by April 1982. The

Principal Secretary of Finance (Mr. Kazaura) informed us during the Annual

Meeting that he hoped the Group would make practical recommendations on

appropriate recovery measures throughout this period., You may wish to ask

the Minister how the Group's work is progressing and how soon he expects to
see recommendations about the direction of the Government's economic

policies during the next six months.

Consultative Group Meeting

9. We agreed with the Tanzanians during the Annual Meeting to begin

preparations for a meeting of the Consultative Group in the Spring of 1982,
perhaps in the last week of March. However, we told the Government that in

our opinion such a Meeting could be productive only if there were an actual

or imminent agreement between the Tanzanians and the IMF, as well as the

outline of a recovery program prepared by the Advisory Group. You should

ask if this timing would still be appropriate in view of the need to

circulate documents to participants by mid-February. The Minister may wish

to explore the option of holding the Meeting even without such develop-

ments, so as to brief the donor community on Tanzania's needs (the last

meeting of the Group was in May 1977) and to build support for a tentative

recovery program including an eventual understanding with the IMF. You
should reply that early action on all these fronts is highly desirable but

that the donor community will be in a more reasonable position to respond

to the country's needs once the Government has introduced concrete and

coherent recovery measures.
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ISSUES
Delegation

1. Tanzaniawillbe represented at the Annual Meeting by:

Mr. Amir Jamall - Minister of Finance (Governor of the IMF)

Mr. Kighoma Malima - Minister of Planning and Economic Affairs
(Governor of the Bank)

Mr. Charles Nyirabu - Governor Bank of Tanzania (Alternate
Governor of the IMF)

Mr. Fulgence Kazaura - Principal Secretary, Ministry of Finance
(Alternate Governor of the Bank)

Background

2. Tanzania (formerly Tanganyika) is a one-party state which became

independent from the United Kingdom in December 1961. In 1964, it formed

a federation with Zanzibar, which still enjoys special status, including its

own Constitution and the management of its foreign exchange reserves.

Political life is dominated by President Nyerere, who despite his relatively

young age (57), has been head of government for almost 22 years. The ruling

Party, of which he is also Chairman, acts as an important counterweight to

the civil service and the military and is increasingly involved in discussing

and even determining Government policy. Parliamentary and presidential

elections are held simultaneously every five years. The last of these were

in November 1980, when President Nyerere stood for office once again, despite

earlier wishes to retire from Government and to concentrate his efforts on

the Party. Tanzania joined the Bank, IDA and IFC in 1962 and has received

48 IDA credits and 19 Bank loans, two of these on Third Window terms,

amounting to USS926.3 million. In addition, Tanzania has been a beneficiary

of 10 loans totalling US$244.8 million which were extended for the develop-

ment of the common services and development bank operated by the former

East African Community, comprising Kenya, Uganda and Tanzania.

3. Tanzania is facing its worst economic crisis since Independence

twenty years ago. In addition to high oil prices - which now absorb more

than half of the country's export earnings - the economy continues to feel

the effects of the recent war in Uganda, falling prices for some of its

major export commodities (e.g. coffee, tea and tobacco) and continued poor

weather for agriculture. The Government has taken steps to revive exports,

the volume of which fell steadily during the 1970s, but these measures are

not likely to bring substantial foreign exchange relief in the short term.

The current account deficit is expected to be about US$830 million in 1981

and almost US$900 million in 1982. Access to commercial lending is now

virtually closed, owing to the high level of import arrears (US$300 million),

a stagnation, if not decline, in export earnings expected in 1981 (US$560

million) and difficulties in servicing existing debts. Imports have had to

be severely curtailed and in 1980 were still no higher than in the mid-1970s.

Entire industries have been closed down, and those which are still operating

are doing so only at 20-30% of capacity. According to IMF projections, the

Government's budget deficit is expected to reach US$940 million in 1981/82

(up from US$535 million in 1990/81.)

1/ Movements uncertain; he may be present in the week preceeding the Annual

Meeting.
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4. President Nyerere is obviously under considerable domestic

pressure to remedy the foreign exchange problem, but his Ministers and

officials have had great difficulty in preparing a recovery program which

would at the same time attract outside support and be consistent with the

deeply held socialist objectives of the Government. The recent breakdown

of talks with the IMF was followed by strong speeches and mass rallies

defending the Government's right to reject "unrealistic" terms for outside

help. While our own relations with the Government are more strained than

usual in these circumstances, we are encouraged to note that the Bank-

supported Advisory Group (see para. 6 below) has begun its work and that

the Government has proposed the convening of a Consultative Group Meeting

in early 1982. (The last meeting of this kind for Tanzania was held in

May 1977.)

Issues

5. Non-Project Assistance. The Tanzanians can be expected to press

strongly for additional non-project assistance from the Bank Group. In
evaluating the case for such assistance, the key question is whether the
Government is close to adopting an acceptable program for dealing with the

protracted crisis. After extended discussions, we were able to appraise
in October-November 1980 a limited non-project lending operation focussed
on agriculture and essential supporting activities. Measures adopted in

connection with this Export Rehabilitation Program included substantial
increases in some producer prices, the reservation of adequate foreign

exchange for the import needs of the agricultural sector, improvements in

the quality of parastatal accounts, a review of the agricultural price-

setting system and the preparation of an action program to improve essential
agricultural services, e.g. research, extension, input delivery and crop

collection. However, widsr economic issues such as export promotion and
diversification, financial planning and control, parastatal efficiency and
higher and sustained incentives to production remain to be addressed
satisfactorily.

6. In March 1981, it was agreed with the Tanzanians that an inde-

pendent Advisory Group would be established to assist the Government in

preparing a comprehensive program of economic rehabilitation and recovery.
This Group (comprising Mr. Michanek, the former head of SIDA, and Professors

Cranford Pratt and Gerald Helleiner of the University of Toronto) is to
begin its work in September 1981 and complete it in April 1982. During
negotiations of the Export Rehabilitation Program, agreement was also
reached on a Memorandum of Understanding on Follow-Up Measures. These
included more restraint and selectiveness in the public investment program,
more emphasis in the recurrent budget on the operations and maintenance

needs of the economy, a re-examination of the roles (particularly the
purchasing mandates) of the State-owned crop authorities, the introduction
of more payments-by-results schemes in industry and a review of subsidies
and still limited cost recovery arrangements for public services. There
has been some progress under the Export Rehabilitation Program during the
last several-months. Cashewnut and coffee marketings are substantially
up over 1979/80 levels, and the improved foreign exchange allocation system
appears to be operating well. In its most recent agricultural price review,
the Government has further increased producer prices for export crops and
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finally abandoned the principle of uniform national pricing for major crops.
(This policy had imposed unsustainable transport costs and storage losses
on the marketing parastatals and was a key example of divergent views
between ourselves and the Government on the relative importance of equity
and efficiency in economic policy.) The public investment program has also
been reduced for the first time since Independence in 1961, and there is
more emphasis on rehabilitating or improving the use of existing capital
facilities than on initiating new projects. A detailed assessment of such
progress has yet to be made, but we expect to be able to report further on
this in time for the Annual Meeting.

7. More discouraging has been the virtual breakdown of discussions
between the Government and the I4F. Access to Fund resources was interrupted
in December 1980, when the Government was found to be in violation of impor-
tant performance targets (on arrears, public spending and domestic credit
expansion) established only three months before. Discussions of a possible
EFF credit were begun in March 1981 and were meant to .be consummated in
June 1981, with the completion of a joint IMF-Government study of the
exchange rate. Instead, the June mission was unable to reach agreement with
the Government on the need for a devaluation or for other measures such as
reduced price controls and higher interest rates. The outlook for an early
resumption of these discussions is not very bright. However, without an
early settlement with the IMF, it is difficult to envisage an adequate and
viable plan for economic recovery. This is so because of the very scale of
Tanzania's requirements for exceptional financing and because of a necessary
overlap between the IMF's policy concerns (e.g. the exchange rate) and any
comprehensive program for rehabilitating the productive sectcrs of the economy.
For these reasons, it was an explicit feature of our Memorandum of Understanding
with the Tanzanians that the Government would retain access to the facilities
of the Fund.

8. While you may wish to assure the Tanzanians that we remain pre-
pared to assist the Government in preparing further recovery measures and
in working closely with the Advisory Group, we should be candid in
pointing out that we would be unprepared to provide further non-project
assistance unless an agreement is reached with the IMF on exchange rates
and more progress is made in adopting the policies necessary for adjust-
ment.

Adjustments to the Lending Program

9. Since the last Annual Meeting, there have been major adjustments
in the lending program which have caused concern to the Tanzanians. An
example of this is our decision to defer Board presentation of already
appraised projects until we could be certain that they fit coherently within
the Government's revised public investment program and that ongoing projects
within the same sectors are receiving sufficient local funds and other
resources necessary to ensure their effective implementation. One of these
projects - a rural development project in Mara (President Nyerere's home
region) - was actually negotiated in December 1980. Until the necessary
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information is available, we are also advising IFAD that a similar 
project in

the Ruvuma Region - which we appraised for them in May 1981 - will not be

recommended for financing. In addition, in the absence of the required

policy framework, we will probably have to restrict the 
lending program to

certain infrastructure projects which have limited manpower and recurrent

cost implications.

10. Overdue Service Payments. Project implementation is holding up

surprisingly well, and even improving in certain areas, despite the 
deepening

foreign exchange crisis. However, Tanzania has had great difficulty during

the year in promptly meeting its debt service obligations to the Bank 
Group.

On two occasions, in January and June of this year, we have been obliged 
to

threaten suspension of disbursements under all loans and credits within

thirty days, unless the overdue payments were cleared. On both occasions,

the Government was able to meet the necessary payments. Finally, however,

after their failure to meet several long outstanding payments, 
despite several

reminders and a threat of suspension, on September 14, a disbursement

suspension went into effect. On September 17, we were advised by Mr. Jamal,

Minister of Finance, that all overdues had been cleared and that procedures

are being put into effect to prevent recurrence. You may wish to reiterate

to the Tanzanians the importance of imprcving their debt service record and

the difficulties which we will otherwise face in defending new lending to

them.

September 17, 1981
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OFFICE MEMORANDUM L

TO: MDEIORANDUM FOR THE RECORD DATE: September 28, 1981

OM: David A. Dunn

SUBJECT: TANZANIA - Mr. Clausen's Meeting with Ami'r Jamal, Minister of Finance

1. Mr. Clausen met on Friday, September 25, 1981, with Mr. Amir Jamal, the
Minister of Finance of Tanzania. Also present were Mr. Kazaura, Finance Secretary,
and Ambassador Paul Bomani from Tanzania. For the Bank Group, Messrs. Stern,
Wapenhans, Kraske and Dunn also were present.

2. Mr. Jamal opened the meeting by stating that his Government recognized
the serious economic difficulties facing Tanzania, and that actions were needed
in order to adjust to these conditions.

3. Mr. Clausen welcomed this statement and noted that Tanzania's relations
with the IMF were critical to the adjustment process. Agreement with the IF, in
addition to providing the basis of needed adjustments, would also create other
options for the country; in particular it would help the Bank Group to be of
assistance. The Bank Group was anxious to assist Tanzanria in assessing the
alternatives that were open to it, and the economic poli.ies necessary to make
an adjustment. Mr. Clausen recognized that some of the economic decisions would
be difficult from a political point of view, but We suggested that while difficult,
they were not impossible. -

Mr. Jamal observed that his Government was in constant touch with the IDF
,out that the process of reaching an unddrstanding.must be mutual and not one-sided:
the IMF needed to consider Tanzania's internal problem as well as its external
ones. Mr. Jamal said that the range within which the country could make adjust=3nt
was narrow; he hoped the Bank Group would be understanding of his country's
position. Such understanding had been manifested in the past and ilso was apparent
in the creation of the new Advisory Group. In brief., Mr, Jamal saia, he was
asking the Bank Group not to say "reach an agreemen.t with the IMF or else"
because that might make the "or else" inevitable.

5. Mr. Stern asked Mr. Jamal in what way the economic policies suggested by
the IMF endangered the long-term ph'ilosophical commitmnnt of Tanzania. This, he
said, seemed to be what Mr. Jamal and his Government feared. In response,
Mr. Jamal said that in his view a general understanding between the Bank Group
and his Government over a long period of time was what was important, and that
this understanding would be particularly important in assisting his Government

- to get over the immediate crisis. Mr. Wapenhans pointed out that it was
difficult to see how without dgreement with the IMF the Government could get
over the cri.sis given the extent of her balance of payment deficit.

6. Mr. Clausen noted that'the Banik Group might be able to continue its
lending for projects, but that non-project assistance would be difficult in the
absence of an agreement with the IMF. He noted that the Bank Group's past level
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of lending was evidence of a commitment to assist Tanzania, And of an

understanding of its approach to development. However, if Mr. Jamal felt

that there was a misunderstanding, it would be best to be specific about what
the nature of the misunderstanding was. Mr. Jamal responded by saying that

when his Government had signed the 1980 agreement with the IMF it had assumed

that there would be a contribution in the form of non-project assistance from the

Bank Group by September 1980 to assist the Government in making the adjustments

necessary under the IMF arrangement. In the event, in the absence of such a

contribution, the Government's revenue base had been affected, and production

continued to decline for lack of inputs. Mr. Jamal referred to the further

constraints that had been placed on the economy by the strife with Uganda and

the drought. In the circumstances, the Government found it hard to make an

accurate estimate of how long the lag in economic performance would last. The

Government was doir.g its best in this situation but needed the Bank to be

understanding of its position.

7. Mr. Clausen reiterated that the Bank Group- did understand the

difficulties faced by Tanzania, including political considerations and outside

events, but that it was still the feeling of the Bank Group that certain policy

adjustments were necessary. The Bank Group wanted.to.belp Tanzania and wanted

to help the Government find a.way to make the. necessary .adjustments. He hoped

with Mr. Jamal that the Advisory .Group would be able to assist in attaining this

objective.

8. Concluding the meeting, Mr. Jamal said that his Government looked forward

to welcoming Mr. Clausen to the country in November; Mr. Clausen replied that

he too looked forward with great anticipation to the visit.

Cleared.w. and cc: Messr's. Wapenhans
Kraske

cc: Messrs. Stern
Gulhati.
Greene
LaFourcade
Yenal/Ms. Johnson-Sirleaf.

DADunn:ad.



Signed April 24, 1981.

TANZANIA
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EXPORT REHABILITATION PROGRAM

MEMORANDUM OF UNDERSTANDING ON FOLLOW-UP MEASURES

Purpose

1. This Memorandum outlines a number of actions and measures which the
Government of Tanzania and the Association intend to take in furtherance of
the Export Rehabilitation Program and in preparation for wider rehabilitation
and structural change in the economy.

Background

2. In August 1980, the Government reached agreement with the International
Monetary Fund (IMF) on a two-year Standby Program which was approved by the IMF's
Board of Directors on September 15, 1980. The program provides up to 179.6 SDR
million over the next two years (with an additional 15 SDR million under the
Compensatory Financing Facility). It focuses on three main policy areas:
(i) limitation on the expansion of domestic credit and Government borrowing;
(ii) reduction of the external arrears; and (iii)' limitations on external commer-
cial borrowing. The program also calls for a study of, and understanding by June
1981 on, the exchange rate policy to be followed by the Government; a study of
interest rates; and improvements in the efficiency of parastatal organizations.
The Government intends to implement this program of monetary and fiscal stabiliza-
tion and to retain access to the facilities of the Fund.

3. These stabilization measures are an important first step in rehabilitating
the economy. However, more basic adjustments will be required to restore and
sustain equilibrium in the economy. A wide variety of measures was set- out in the
"Structural Adjustment Program Proposal" which was submitted to the Bank Group in
September, 1980 and led to the appraisal of an Export Rehabilitation Program in
October-November, 1980, as an essential first stage in the adjustment program.
It is recognized that without complementary structural changes in the economy,
export promotion measures will have a limited impact on overall production and
will not suffice to correct the major imbalances in the country's external and
public accounts. For this reason, the Government intends to concentrate its plan-
ning, management and implementation capacity on achieving major structural
adjustments. Critical areas for concern in the next three years and the Govern-
ment's intentions for dealing with them are outlined in the paragraphs below.

Review of the Public Investment Program

4. Tanzania's development strategy imposes very large demands on the country's
scarce foreign exchange, local currency and skilled manpower resources. The
Government has begun to prepare the Fourth Five-Year Development Plan (1981-86),
and expects it to be completed by June 1982. 1/ In support of this work and in
view of the serious shortage of both domestic and foreign exchange resources the
Government of Tanzania intends to review separately, during the first half of 1981,
the public investment program covering the period 1981-1983 and, more specifically,

1/ The first volume of the Plan, which will outline development policies and
objectives, will be available in June 1981. Subsequent volumes will contain
detailed program and projects to be financed.
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do the following:

- Give special preference to meeting the resource requirements of
the agricultural sector, particularly smallholders, sufficient
to restore food and export production simultaneously to the
peak levels previously achieved;

- Identify projects, the preparation or completion of which can be
deferred, or which can be made less costly without serious
adverse impact on production and productivity during the next
three years;

- Reallocate resources so released to the operation and maintenance,
as well as rehabilitation, of existing productive and infrastruc-
ture facilities;

- Develop explicit criteria to guide operating ministries and
parastatals in the preparation of investment proposals for the
1981/82 and 1982/83 financial years, including a methodology for
measuring the costs and benefits of completing ongoing undertakings
as well as starting new projects. The emphasis in these criteria
will be on the production of essential foodstuffs (particularly
those which are currently imported) and export commodities.

Indicative criteria have been issued by the Government in time to be applied in
the Annual Plan for 1981/82 and the forward budget for 1982/83, and will be
further refined during the next financial year. These criteria will then be used
on a regular basis in respect to both domestic and externally-financed develop-
ment projects.

Recurrent Budget - Provision for Operations and Maintenance

5. The Government will keep public expenditures under continuous review,
especially in the light of evidence that capital stock in the economy is presently
not being adequately maintained for lack of funding. There is a prima facie need
to increase the provisions for operations and maintenance in the public sector.
Future operations and maintenance requirements of development investment decisions
appear to not have been adequately allowed for, with the result that either
recurrent revenues will be insufficient to prevent further disinvestment in the
economy or resources will need to be reallocated from the development budget to
the recurrent one, causing delays in project completion. To restore a proper
balance between these budgets, the Government is taking steps to improve its fiscal
planning and control, including enforcement of budgetary limits on expenditure.
By June 30, 1981, the Government intends to adopt the following additional
measures:

- To facilitate medium-term financial planning, it will re-introduce
annual two year rolling budgets for both the development and
recurrent accounts, beginning in the 1981/82 financial year, with
a view to further extending the time horizon to three years, as
soon as this is practical;
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- Ministries and regional authorities will be asked to include in
their submissions for the development and recurrent budgets,
approximate estimates of the recurrent cost implications of
various activities.

- In the preparation of forward budgets, operating ministries and
parastatal agencies will also give priority to the better
utilization of existing capacity, particularly in agriculture,
export industries and transport.. To this end, they will identify
deferred maintenance and rehabilitation needs (such as improve-
ments in coffee and cotton processing facilities) which would
lead to early increases in marketed production and foreign exchange
earnings, and submit proposals to the Treasury and Planning on how
actual allocations will be used more efficiently.

Foreign Exchange Budgeting and Import Allocations

6. The Government recognizes that a central problem in economic management
is the inadequacy of its current projections of foreign exchange availability,
which are critical to the forward budget and the import allocation system. For
this reason, the Government intends to take the following steps:

- Require the Bank of Tanzania to prepare quarterly projections of
Tanzania's likely export volumes and earnings, on the basis of its
own analysis of potential production and price projections, and to
revise these monthly.

- Cause the Bank of Tanzania to prepare and revise on a quarterly basis
a foreign exchange budget for a forward period of not less than 18
months.

- Allocate, on the basis of this improved information, foreign exchange
to meet the direct and indirect import requirements of major
producers in the agricultural sector. A system will be established
to monitor total allocations of foreign exchange to the sector and
to project periodically the desirable levels of such allocations in
the next foreign exchange budget. In determining these levels,
special attention will be given to those users which have generated
the highest increases in domestic production or foreign exchange
earnings on the basis of earlier import allocations.

Agriculture

7. The Government is committed to modernizing agriculture and to playing a
leading role in areas such as research, extension and the large-scale production of
selected crops (e.g. wheat). However, it believes that in the foreseeable future,
smallholder agriculture will continue to play the principal role in production,
rural employment creation and a more equitable distribution of the benefits of
growth in the sector. The Government recognizes that in order to maximize produc-
tion with a limited input of public resources, improved incentives and services
for smallholders are necessary. To this end, it intends to make the following
adjustments in its agricultural policies:
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- Re-examine the purchasing mandates and other responsibilities of all
agricultural parastatals, with a view to having them share the
task of crop procurement and input delivery with other bodies.

- Review the whole range of incentives and disincentives to small-
holder agriculture, including producer prices, availability of
consumer goods, the tax burden on farmers, and the timeliness of
essential services (such as input delivery, output collection
and crop payment) with a view to identifying and if possible
correcting disparities in such incentives among Regions.

- Take steps to improve the efficiency of the transport fleets of
agricultural parastatals and, at the same time, extend the role
of other available road services in input delivery and crop
collection.

- Strengthen the Ministry of Agriculture, through the recruitment of
necessary technical assistance for the Ministry during 1981 and
1982.

Parastatal Operations

8. During 1980, the Government took a number of measures to improve the
operations of parastatal organizations, including preliminary steps in strengthen-
ing their financial structure, accounting and auditing practices and supervision,
as well as in setting some performance criteria such as achievement of produc-
tion and unit cost targets. Implementation of these measures will obviously be
difficult, given the large number and diverse nature of parastatals to be covered,
and the severe shortage of accountants and other skilled personnel. Further
efforts will be needed to consolidate existing operations in the parastatal sector:

- To make better use of the limited resources available, intensive
work is being carried out to identify and overcome weaknesses in
the financial structure, organization and operations of key enter-
prises and to prepare measures for rationalizing parastatal
activities.

- The Government plans to complete its Task Force inquiries into the
future of the National Milling Corporation and the possible
re-establishment of Cooperatives by May 1981 and December 1981
respectively.

- The Ministry of Manpower Development is preparing a comprehensive
manpower survey of the parastatal sector, to help focus decision-
making regarding existing training programs, recruitment procedures
and the need for expatriate staff. Better information on manpower
constraints will also permit more informed judgements on the
operational limits to continued expansion of the parastatal sector.
Based on the manpower survey, staffing plans will be developed to
bring key parastatal organizations up to effective staffing levels.
Critical vacancies in the major agricultural parastatals will be
given priority and filled not later than December 31, 1981, in
cooperation with the Association.
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- The Ministry of Finance, the Ministry of Agriculture and the
Tanzania Audit Corporation will work with the principal agricul-
tural parastatals to improve their systems of financial accounts
in accordance with the timetable and work program to be established
by April 1981.

Wages, Prices and Incentives

9. During 1981, the Government will continue to implement the National
Policy on Productivity, Income and Wages which was issued on May 1, 1980. By
September 30, 1981, the Government will prepare legislation to establish a
National Productivity Council which will monitor the implementation of payment-
by-results arrangements in industry and the scope for introduction of additional
productivity bonus schemes in the economy. The Government will continue to
streamline price management procedures by eliminating unnecessary items covered
by these procedures, in order to enable the Price Commission to concentrate on
basic goods and encourage greater local production and more efficient distribu-
tion of such goods.

Resource Mobilization

10. The simplified tax rates introduced in July 1980 appear to have been
helpful in generating additional revenues and in increasing the efficiency of
revenue collection. On January 1, 1981 the level of interest rates was raised
and on February 1, 1981 the Government introduced supplementary revenue measures.
In its preparation of the 1981/82 budget, the Government will continue to bring
revenue growth in line with growth in GDP. A reappraisal of existing subsidy
programs will be undertaken, as well as an intensive survey of cost- recovery
options in the administration of urban and rural services.

11. To help raise significantly higher sums of external financing, and
hence reduce the adverse effects of the current balance of payments crisis on
Tanzania's already constrained level of imports, the Bank Group and the Government
plan to cooperate in the organization of a Consultative Group Meeting, tentatively
envisaged for May/June 1981. At that meeting, the Government will present its
interim program of economic adjustments to the donor community and enlist its sup-
port in implementing this agenda.

Future Work,

12. The Association will cooperate with the Government in further planning
and implementing its program of economic adjustment. This will be done in the
course of regular project and economic and sector work, as well as in the prepara-
tion of a follow-up Rehabilitation Credit, which would be appraised in September
1981. Progress achieved under the Export Rehabilitation Program and in other
areas mentioned in this Memorandum will be a major factor in the provision and
design of further financial assistance. To ensure such progress, the Government
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and the Association intend to collaborate closely during 1981 in particular,
to explore new ways of assisting Tanzania to overcome its present economic
difficulties.

Government of Tanzania International Development Association
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The World Bank 1818 H Street, N.W., Washington, D.C. 20433, U.S.A. Telephone: (202) 477-1234 * Cables: INTBAFRAD

November 11, 1981

Mr. Fulgence Kazaura
Principal Secretary
Ministry of Finance
P.O. Box 9111
Dar es Salaam
Tanzania

Dear Mr. Kazaura: ,

Re Export Rehabilitation Program, Cr. No. 1133-TA

While we had an opportunity during the recent Annual Meeting to discuss

the findings of our review mission on this subject (September 14-25, 1981),

we agreed that it would be useful to summarize in some detail our conclusions

as a result of Messrs. Yenal and Calderisi's visit.

As we explained when you were here in Washington, we regard the progress

made in connection with the agricultural aspects of the Export Rehabilitation

Program to be reasonable. The Special Agricultural Account at the Bank of

Tanzania is fully operational and appears to have been helpful in improving

decision-making in the allocation of scarce foreign exchange. While there

were some discrepancies noted between what had been recommended by Kilimo and

what had been granted to individual beneficiaries under the Program, these

did not seem serious and are apparently being dealt with promptly by the

Import Licensing Department of BOT and the Advisory Committee at Kilimo.

(Mr. Candler of our staff is in Tanzania at the moment reviewing the detailed

operation of the Account and especially the way in which the beneficiaries'

use of the foreign exchange is to be-monitored. We hope to prepare more

explicit recommendations on the future operation of the Account on the basis

of Mr. Candler's work.)

We have noted with satisfaction that some producer prices were increased

again in July 1981. While the direction of these changes and the relative

emphasis given to various crops seem generally appropriate, the price increases,
with the exception of cashews, are barely adequate to maintain the real value

prices. Their incentive effects are thus likely to diminish again in the

face of recent high inflation in Tanzania. Furthermore, at current exchange

rates, even these iather modest price increases continue to place extra
burdens on parastatal finances. The appropriate magnitude of producer

incentives combined with other measures required to achieve recovery on

agricultural production, need considerable further attention. Our staff

expect to review the question of producer price adjustments in some detail
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during the next several months. We hope that the Marketing Development
Bureau at Kilimo will be able to participate in this analysis as completely
and as fruitfully as it has in the past. In this context, the agricultural
pricing study is now complete and constitutes a useful beginning. Our
Projects staff is directly in touch with the Ministry of Agriculture on
appropriate follow-up work.

In other areas of agricultural policy, progress is less satisfactory.
The agricultural services action program, which was to be completed by the
end of September, ig less advanced than the pricing study, and we are
concerned that the work needed to translate general policy objectives into
concrete operational proposals for improving research, extension, input
delivery and crop collection, is still considerable.

Outside the agricultural components of the Export Rehabilitation Program,
there is unfortunately very little progress to be observed - even against the
specific agreements reached and recorded in the Development Credit Agreement.
The unit which was to be established at the Bank of Tanzania to monitor and
report on official grants received from abroad, as well as all external debt
obligations, by September 30, 1981 is still not in place. We generally
understand that you have strengthened existing recording systems both at
Treasury and BOT to monitor aid receipts and debt service requirements.
However, the mission was unable to obtain a detailed description of what has
been done. In addition, it is not clear to us how these limited steps will
serve the purpose of centralizing information on this subject and hence
improving BOT's management of foreign exchange.

As you will recall, we had agreed on a number of specific export promotion
measures. The draft export credit guarantee program, which was to be received
by June 30, 1981 for our review and tomments, is not ready. We understand
that it may be delayed for some time yet, because of late receipt of comments
from certain agencies and Ministries on the draft proposal circulated by the
Board of External Trade. Even more discouraging was the news that the incen-
tives to non-traditional exports which were to be introduced on July 1, 1981
have still to be implemented. In particular, the cash bonus has not been

introduced, although funds have been set aside for it in the 1981/82 budget.
The simplification and centralization of export clearances procedures is
apparently being held up by a review by related foreign exchange control
arrangements at BOT. Our information is also very incomplete on plans, if
any, to introduce a duty drawback scheme. We would be grateful if you would
inform us of the details'of such measures, as well as your plans for imple-
menting them.



M-2

Mr. Fulgence Kazaura -3- November 11, 1981

In addition to reviewing progress under the Export Rehabilitation Program
itself, the mission wished to establish what progress had been made in
introducing administrative and policy measures outlined in the Memorandum of

Understanding which was also agreed upon in March 1981. However, in this
connection, there is relatively little that can be reported. The review of
the public investment program for 1981/82 certainly entailed a great deal of
additional effort on the part of the Ministry of Planning and operating
Ministries in justifying existing and new investments. The project selection
criteria and the financial framework issued to the Ministries and Regions
were also relatively rigorous. However, the resulting budget is still
substantially larger than actual development expenditures in 1980/81. Further-
more, there is little evidence that a significant number of projects have been
deferred or scaled down to release resources for higher-priority purposes
in the economy. We are concerned that agriculture has not received a larger
share of total resources. Clearly, further work will be necessary to adjust the

public investment program to the level of resources likely to be available
during the next five years.

As you know, shortages of physical resources such as diesel fuel and
spare parts are already having a damaging effect on ongoing projects and we
are trying to take these into account in designing new project lending for

Tanzania. (I shall refer in more detail to adjustments in our lending program
at the end of this letter.) Nonetheless, it is clear that further restraint
in the public investment program will be essential to improve the supply of
physical inputs to projects even if there is an agreement on substantial
balance of payments support from the international community during the next
year.

We were not able to review the recurrent budget in detail with officials
at your Ministry. However, the mission did try, without success, to obtain
detailed information on the proposed use of funds for parastatal rehabilitation
under your Ministry's vote. We know that the analysis of individual require-
ments in the public sector is incomplete, and that you will wish to reserve

judgement on the final application of these funds, until you have additional
information. Nonetheless, we would be grateful for any details which you

could provide on the likely disposition of these funds.

On foreign exchange budgeting, the Bank of Tanzania was to prepare

independent projections of export earnings and use these in maintaining and
revising on a quarterly basis a forward budget of .18 months. These measures
do not appear to have been introduced. In conditions of acute shortage it
would seem even more important to have a clear and reliable perspective of

foreign exchange availabilities and priorities. We are thus surprised to find



Mr. Fulgence Kazaura -4- November 11, 1981

M-2

that you are not employing those instruments of foreign exchange management

that we had jointly agreed were desirable in March 1981. We would of course

be interested to know if you and BOT now feel such aids to management to

be unnecessary.

In other areas agreed during negotiations of the Export Rehabilitation

Program, the mission was able to obtain only sketchy information 
on recent

Government actions. While the timetable for updating the financial accounts

of major parastatals is now ready, no decision has been taken on whether,

and if so, for which parastatals, the necessary work will be undertaken.

We are aware of no plans to re-examine the purchasing mandates of agricultural

parastatals, or to improve the efficiency of their transport fleets. We were

unable to determine if the manpower survey at the Ministry of Manpower

Development was well-advanced. We would appreciate receiving supplementary

information on these subjects, preferably in the form of a brief status

report. We think that such a report would be helpful, not only in amplifying

or correcting our understanding of recent progress in these areas, but also in

identifying policy areas or alternative measures which would more directly

assist recovery. If certain undertakings which were discussed in March now

seem less feasible or appropriate, I would hope that you would bring these

to our attention.

We have emphasized the need for an effective economic recovery program

primarily in the context of our discussion of possible 
non-project assistance

to support such a program. However, the case for certain new projects has

also been affected by the general economic situation. The Mara Rural Develop-

ment Project is a case in point. Existing Bank-financed projects in Tabora

and Mwanza-Shinyanga are already in difficulty as a result of staffing

problems and increasing shortages of essential inputs such 
as diesel fuel and

spare parts. A partial solution to these problems, as we have suggested

above, lies in further consolidation of the development budget and hence

a reduction in aggregate demand for scarce physical and staffing resources.

There is hence a necessary connection between some of the measures outlined 
in

the Memorandum of Understanding and new projects, particularly those 
which are

meant to have a major impact on production. I hope that it will be possible

to improve the prospects for such projects during the next several 
months.

We think major improvements in- existing rural development projects are still

possible. While countrywide constraints, such as weak research 
and extension

and inadequate coordination between key agencies, will continue 
to affect

these projects, we believe that the filling of important vacancies 
in the

project management teams (approximately ten positions 
in agronomy, extension

supervision and training) would substantially improve 
their prospects for
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more effective implementation. Another desirable step would be to keep
qualified and effective Tanzanian personnel in their positions for longer

periods of time, as there has been considerable discontinuity in project
management. We think it would not be helpful to proceed with projects at this

time, such as the Mara Rural Development Project, which would yield additional
output only after an extended period of time, but would compete in the meantime

during the period of implementation for the scarce material and staff resources

available to the economy. We recognize that these rural development projects

include elements in the nature of rehabilitating existing infrastructure and
productive facilities. These activities deserve priority. However, the review

of your investment program does not convince us that effective emphasis is being

given to those aspects by eliminating investments of lesser priority. In the

circumstances we must conclude that even these activities face rather uncertain

prospects of effective and speedy implementation.

Mr. Dunn will be in Tanzania later this month, and I hope that you will
have an opportunity to convey to him any reactions to the views and conclusions

which I have expressed above. In particular, T would be grateful for any
further information on economic adjustment measures which the Government is

taking, as we remain interested in providing you with further support in your

rehabilitation and recovery efforts.

With personal regards,

Yours since

Jochen Kraske
Director

Country Programs Department
Eastern Africa Region

cc: Mr. David Masanja Mr. N.N. Kitomari
Principal Secretary Principal Secretary

Ministry of Agriculture - kii'istry of Trade

Dar es Salaam, Tanzania Dar es Salaam, Tanzania

Mr. Fadhili Mbaga Mr. J.M. Bulemela

Principal Secretary Director

Ministry of Planning and Import Licensing Department

Economic Affairs Bank of Tanzania

Dar es Salaam, Tanzania Dar es Salaam, Tanzania

Mr. Charles Nyirabu Mr. Mwandoro

Governor Director-General
Bank of Tanzania Board of External Trade

Dar es Salaam, Tanzania Dar es Salaam, Tanzania
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There is need for a joint effort on the part of the countries

concerned and the World Bank for, after all, the Bank is a cooperative

of 141 countries. We for our part have designed new forms of lending

which we feel are responsive to the changing needs of the developing

world. Structural adjustment lending is one such form. It is intended

to provide funds which could be disbursed rapidlyaccompanied by basic

policy changes which are necessary to ensure optimal results. The

first such credit for Kenya was provided in 1980. We hope to continue

to provide support to Kenya in this form and through continued project

lending in the future.

In approaching structural adjustment, and designing projects

and programs for the future, we must focus on the highest priorities.

I believe we all agree that these priority sectors are:

- food and agricultural growth;

- energy exploration and development including renewable

sources of energy;

- export promotion and employment generation; and

- human resource development including family planning.

I would like to speak very briefly about each of these, and ways in

which we hope we can cooperate with you.

For years to come, the agricultural sector will continue to play

the lead role in fulfilling your economic and social objectives. Food

production will have to grow rapidly enough to keep pace with population

growth. Beyond that, it also will have to produce surpluses - surpluses

for exports to strengthen the balance of payments, and surpluses to

deliver raw materials to manufacturing industries. Impressive progress

has been made in agricultural diversification - both in commodities and

exports as well as in mobilizing the smallholder producer. Smallholder

Lea development and coffee improvements are prominent examples, as is



PARK TO BE VISITED BY WORLD BMK PRESIDENT

Name of tVe :Caxmer: Geoffrey Idiritu Family size 'living in farm.

Locations Thegenge 1) Farmer and wife

SubLeocatioui Gathuthi 2) Two adults(Son and daughter)

Farm No& Gathuthi/431 3) 5 grandchildren

Size of farmw - 5.7 acres 4) Bents wife

History of farmer: Born 1918 in Othaya. Father moved with his family to

Tetu Division in 1920. In 1935 the farmer went to school in Wandubi up

to class 4. Left sohool due to lack of school fees. In 1941 he went to

Nairobi, started a charcoal business. In 1942 he same back home to marry

tha.ue then wont back to continue with his business. 
In 1954 came back

after giving up the business in Nairobi and started building a shop at

Mukarara market with the money he had saved from his business. 
After

completion of the shop, he started a retail shop where he raised 
money

to buy several land plots (before land consolidation). In 1957 after

land demarcation he was x11mzM allocated the land he is settling in today.

He sold his shop later. He approached the 1.F.C. for a loan in 1973

to develop his farm as indicated below:-

Loan application:

Loan A/c No. 042449012

Years 1973

Amount: 3,600/-

Interest rate: 8%

Payment periods 5 years.

Loan purposes:

1) 2 Grade cows - 2,000/-

2) Water Tank - 500/-

3) Fencing 800/-

4) Tea planting 3001-

3,600/-

Loan Utility:

Loan was properly utilised and used as was required.

Repayments:

Loan was pau 1 within the specified period and the farmer

experienced no problem in repayment.

.......... /2



Impact of the loan to the farmer:

ge was quite happy with the loan in that

fees repayment was easier as a result of the income from 
items he acquired

through the A.F.C. loan especially dairy cows. Tea crop income came to

assist afterwards and now the farmer is fairly comfortable.

Future plans:
- btension of tea plantation by one acre

- Dairy farming improvement.

Farm utility(Approx)

Coffees 1 acre
Tea: 1.7 aore
Beans: 1 acre

Fodders 7 ritore
Homestead & pasture: 0.5 acre
Tree8: 0-5 acres

FARM BUDGETS ( AC'TJAL)

Details Variable oosts Income

Enterprise 0/8l .7-.73. 80/81

l.Tea 3 bags fert.@116/80 350/40
1,7 LQ. 4 bags fort &165/-*......oe..e.**-.660.OO

Herbicide @ 161.80..............0161.80
Hired labour......... 346.00 467.20
Other oosts - family labour

1370Kg.2/68(Net) ...... o ...... ... .......-.. 4636.40

2335Kg.@2/03(Net) _......... __________.. . ______.. ... ___________

TOiJS 696.40 1289.00 4636.40 4740.05

G.Margin EnterK e........-......... 3940.00 3451.05

2.Coffee
1 a*. 1 bag ffi 6 0 AXN@97/70 98.70

2 bags CAN fert.@l25/-......... 250,00

Sprays.............- 242.80 167,65
Labour(Pioking)...... 200.00 250.00

2447.5Kg@3/43 ...... ....... .. *.. .......... 8397.75

4902.5yKg.@2/03o. ... o............ ..--- o.............. 9935.75

NBs1980/81 final payment not
yet paid

TOTALS 541.50 667.65 8397.75 9935.75

G.Margin Entorprise.......--...'e e - ...*..... 7856.25 9268.10

NB:-Other enterprises viz.Maize,Beans & Milk are used

f or f amily consumption.

NET. FAR INCOME i.e. TEA & COFFEE - 11796.25 12719.15

NB.The farmer has no other
source of income

FIXED COSTSS

1 permanent labour.1x150/-,xl2............. 1800.00
o 1z250/-x2........o.....o.......- 3000,00

Family living expenses:-
5 Adults & 5 Childred @
2/- per adult & 1/- per child/day. *............5475.00 5475.00



oontd./..3...

19791-QO- 1980/81

Total fixed & family expenses 
7275/- 8475.00

NET FARMiERS WORTH. 
4521/25 4244/15

Average Net Income per month. 
376/75 353/65

Kind regards.

By. (1) MkCHARIA G.K. (MI? OF AGRIC.)

(2) P.B.MJREITHI (I.F.C.)



GATEHU7'HI LEAF BASE

P. O. B 0 X 761
N YEI

1, INTRODUCTION

his Leaf Base came into operation in January 1978 to cater
for the administration and' collection of green tea leaf fr#=
smallholders in Tetu Division and part of Othaya Division of
Nyeri District, delivering the same to Gathuthi Tea Factory.

2, AbMINISTRATION
(a) OICER IN CHARGE The Base is administered by a Leaf OfficeAr
who is incharge of the day to day administration and leaf
collection operations.

(b) LEAF COLLECTION STAFF The total number is 40 made up as
follows:-

1+ Office Clerks - 2
2' Le-af Collection Clerks - 21
3i Driver Mechanics - 2
46 Mechanical Assistant - I
5. Drivers - 9
6. Office Cleaner - 1
7, Garderner - 1
8. Watchmen - 3

Total 49
3. TRANSPORT

We have 8 leaf collection lorries and 1 Peugeot Piek Up which
cater for collection of the green leaf from our area of opera-
tion to Gathuthi Tea Factory. We are self sufficient in the,
repairs and maintenance of the vehicles. We have a worknhdp
with tools- and spare parts to make sure the vehicles ate repaired
soonest possible after breakdowrs.

4. LEAF COLLECTION.
After plucking their leaf, the growers deliver it tQ nne of
the 18 Collection Centres spread over the area of operation
between 10.00 A.M. and 5.00 P.M.

The leaf is sorted out and then weighed by the K.T.D.A. Leaf
Collection Clerk manning the Centre. He then issues the grower
with a K.T.D.A. receipt for the weight of the leaf bought4

The total leaf purchased for the day at the centre is cellected
by leaf carriers and delivered to Gathuthi Tea Factory.

5. LEA PRODUCTION
We give below crop production figures for the last three years
in succession for leaf handled by this Leaf Basei You will note
that the crop for the last two years was much lower than in
1978/79. This was due to the adverse weather condition/in 1979/80,
and the opening of Iriaini Leaf Base towards the end of 1980/81.

YEAR CROP IN KGS NUMBER OF GROWERS

1978/79 6;501;714- 3556
1979/80 4,697;574 3701
1980/81 5,507,081 3826

4. GROWERS PAYMENTS
K.T.D.A. always pays her growers monthly on the preceeding
month (i.e. Growerm will be paid for October 1981 proceeds at
end of this month). K.T.D.A also pays a secard payment at the
end of the year at a rate determined by the profit/made by the /a
individual factories.
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They buying Centre was built and completed in 1977 by the

tea growers of this area. through individual contribution at a

coa.t of approximately Ms. 30,000/=

- The' total number nf growers who bring grean leaf 'lea to this

Buying Centre, average 363 at present.

- The-. inual. Prrp handled in this centre for the year 1980/81
was 282,126 Kgs.

- The average daily crop purchased in this buying centre, last
month has been 1,966 Kgs.

- The average monthly Prop for the first four months of 1981/82
has been 30730 Kgs

G. W. Kagondu

LYA" OFFICER GATIWHI



Statement .at Press Conference in Kenya by Mr. A.W. Clausen

President of the World Bank

I am very happy to be in Kenya -- my first visit as President of the

World Bank. I am grateful to President Moi for inviting me on behalf of the

Kenyan Government and people. I am doubly honored because of President Moi's

position this year as Chairman of the Organization of African Unity.

I was last in Kenya in 1973, when I was just a spectator to the affairs

of the World Bank as a guest at the Bank's Annual Meeting in Nairobi. Being

here now in my new role has been a much more enlightening experience for me.

Over the last few days, I have been pleased to learn more about this country,

its problems and prospects, to meet its people and to travel to some of its

beautiful provinces.

This is my first visit as President of the World Bank to the Bank's

operations in a developing region of the world. I came to Africa first because

this region ranks high amongst the World Bank's priorities.

The World Bank, the International Development Association, and its private

sector affilliate, the International Finance Corporation, have made loans and

investments totalling about US$ 1,350 million for some 70 projects in Kenya.

Kenya has made noteworthy progress in its development effort -- especially

in the spheres of agriculture, transport, power, education, and urban develop-

ment. We have been privileged to join in many of these efforts, including

family planning and health, to which we know the Government attaches great

importance. The success of these programs is vital if economic growth is not

to be undermined by an unacceptably high rate of population growth. We look

forward to future cooperation in this area with the Kenyan authorities.

2/..
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During my present visit, I have met with the President and with other

Kenyan leaders. I have visited a number of development projects -- in power,

in. health, in tea, in transport, and in industry -- to see for myself what has

been accomplished, what problems confront this country, what prospects there

are for its further development, and how we in the World Bank can best assist.

The Bank recognizes that the countries of Sub-Saharan Africa~now face

new economic problems of a magnitude that threaten the notable achievements

of the region since independence ... the tremendous advances in extending life

expectancy, and in making life more economically secure and meaningful 
for

millions of people. These new problems are complex in their causes, but these

include the increases in international oil prices and other adverse turns in

the terms of trade which are contributing to rapidly growing balance of payments

deficits.

The solution to these problems, and the means for realizing Africa's well-

known human and natural potential, must be found through a spirit of self-help

and common effort - or "harambee" as it is known in Kenya.

To this end, I pledged at the World Bank's Annual Meeting in Washington

last month that the Bank will explore every possible avenue for greater co-

operation among its donor member nations, and the international and regional

development agencies, to assist the African countries in their development

tasks. In the Bank's recently published report on Sub-Saharan Africa, we have

urged a doubling of aid for that area during this decade.

But no amount of development assistance will be effective without the

fullest participation of African governments. Crucial, and often difficult,

decisions will need to be taken by countries to improve economic efficiency

and to do the most that can be done with the available financial and

technical resources. In this region, there is a need to review policies

3/...
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with a view to providing initiatives to increase food production and agri-

cultural exports, to attract external investment, to accelerate development

of energy, to provide incentives for individual endeavor, and to improve the

performance of public entities.

As in the past, the World Bank stands ready to support such actions,

which.we see as the essential steps toward greater self-reliance, which the

OAU rightly considers to be the most important economic challenge of this

century.

I thank the Government again for its kind welcome. And let me thank

you, the members of the Press, for coming to meet me. I still have a few
( -f I

things to do, kA I have half an hour to answer some of the questions you

may have.

DADunn:jpw
November 18, 1981
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ITINERARY FOR MR AND MRS CLAUSEN'S VISIT
NOVEMBER 18-21, 1981

WEDNESDAY 0800H ARRIVE ON FLIGHT BA055, MET BY HONORABLE MWAI KIBAKI,
November 18 VICE PRESIDENT AND MINISTER FOR FINANCE, ACTING CHIEF

OF PROTOCOL, AND OTHER GOVERNMENT OFFICIALS,
MR LOOS AND MRS WINTERTON FROM RMEA,
AND CONDUCTED TO STATE PAVILION AT AIRPORT, THEN TO
INTERCONTINENTAL HOTEL.

1445H LEAVE INTERCONTINENTAL HOTEL FOR INTERNATIONAL LABORATORY
FOR RESEARCH ON ANIMAL DISEASES (ILRAD).

1505H ARRIVE ILRAD. MET BY DR. GRAY, DIRECTOR GENERAL, ILRAD.

1550H LEAVE ILRAD FOR RMEA.

1615H MEETING WITH RMEA STAFF IN RMEA CONFERENCE ROOM.

THURSDAY N.B. MRS CLAUSEN TO SPEND AFTERNOON UNDER SEPARATE ITINERARY

November 19 (SEE ATTACHMENT).

1115H MEETING WITH HIS EXCELLENT PRESIDENT DANIEL ARAP MOI,
AT STATE HOUSE. TO BE ATTENDED BY 7 OR 8 PERSONS
INCLUDTNG MESSRS. KIBAKI AND ONYONKA, MINISTER FOR PLANNING

AND ECONOMIC DEVELOPMENT, AND MESSRS. NYACHAE, MULE AND
MASAKHALIA, PERMANENT SECRETARIES IN THE PRESIDENT'S
OFFICE, MINISTRY OF FINANCE AND MINISTRY OF PLANNING
AND ECONOMIC DEVELOPMENT RESPECTIVELY.

1215H LUNCHEON HOSTED BY PRESIDENT MOI, STATE HOUSE.

1400H LEAVE FOR OLKARIA GEOTHERMAL POWER PROJECT BY HELICOPTER
FROM PARLIAMENT BUILDING. ACCOMPANIED BY MR LOOS AND

MISS GORIS.

(ABOUT) 1500H ARRIVE OLKARIA. MET BY MINISTER OF ENERGY, HON. OKWANYO,
DEPUTY PERMANENT SECRETARY FOR ENERGY, MR KIHARA, THE
CHAIRMEN OF POWER COMPANIES, MESSRS. GECAU AND AMOS NGANGA.

1600H LEAVE BY HELICOPTER.

(ABOUT) 1700H ARRIVE PARLIAMENT BUILDING.

1715H ARRIVE INTERCONTINENTAL HOTEL.

1900H RECEPTION AT THE SERENA HOTEL HOSTED BY MR CLAUSEN, FOR

APPROXIMATELY 250 PEOPLE. (GUESTS COMPRISE HON. MWAI

KIBAKI, MINISTERS, SENIOR GOVERNMENT OFFICIALS,
DIPLOMATS, PARASTATAL HEADS, NGO'S, BANKERS, ACADEMICS,
BUSINESSMEN AND RMEA-STAFF.)
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FRIDAY 0900H MEETING WITH VICE PRESIDENT KIBAKI.
November 20.

1030H LEAVE BY CAR TO VISIT GOVERNMENT RURAL HEALTH CLINIC
AT MARAGUA (FUNDED UNDER FIRST POPULATION PROJECT)
ACCOMPANIED BY MR AND MRS LOOS AND MISS GORIS.

1145H ARRIVE MARAGUA HEALTH CLINIC. MET BY MINISTER OF
HEALTH, HON. A. MAGUGU, PERMANENT SECRETARY FOR
HEALTH, MR. MWIRICHIA, DIRECTOR OF MEDICAL SERVICES,
DR. KOINANGE AND DEPUTY DIRECTOR, MEDICAL SERVICES,
DR. KANANI.

1215H LEAVE FOR OUTSPAN HOTEL. TRAVEL VIA MURANGA, KIRIANI
AND OTHAYA.

1330H ARRIVE AT OUTSPAN HOTEL, NYERI, FOR BUFFET LUNCHEON
HOSTED BY MINISTER OF AGRICULTURE, MR. M'MBIJJIWE.

1500H LEAVE OUTSPAN HOTEL TO VISIT MR. GEOFFREY NDIRITU'S
FARM (VISNEWS REPORTERS TO ACCOMPANY).

1515H ARRIVE AT MR. NDIRITU'S FARM.

1535H. LEAVE FARM AND TRAVEL VIA GREEN LEAF COLLECTION CENTER.

1545H ARRIVE GATHUTHI TEA FACTORY. MEET KTDA OFFICIALS.

1615H LEAVE FOR ABERDARE COUNTRY CLUB.

1650H ARRIVE ABERDARE COUNTRY CLUB, LEAVE BY BUS FOR THE
ARK ACCOMPANIED BY MINISTER M'MBIJJIWE AND OTHER
AGRICULTURE AND TREASURY OFFICIALS, MR LOOS AND
MR AND MRS DEWAR.

1730H ARRIVE AT THE ARK FOR-OVERNIGHT STAY.

SATURDAY 0815H LEAVE THE ARK FOR ABERDARE COUNTRY CLUB.
November 21

0900H LEAVE ABERDARE COUNTRY CLUB FOR VISIT TO RURAL ACCESS
ROADS PROGRAM.

0930H ARRIVE AT IHURURU CENTER. MET BY MINISTER FOR TRANSPORT
AND COMMUNICATIONS, HON. H.K. KOSGEY, MR. WAMBURA, CHIEF
ENGINEER, ROADS, MR. MWANGI, DIRECTOR OF RURAL ACCESS
ROADS PROGRAM AND MR. OJANJI, ENGINEER. VISIT RARP
ROAD NO. 34 UNDER CONSTRUCTION BETWEEN NYAMKUYU AND
WANANCHI SAWMILL.

3/...
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SATURDAY 1000H LEAVE SITE FOR NYERI AIRSTRIP VIA IHURURU CENTER.
November 21
(cont.) 1030H ARRIVE AT NYERI AIRSTRIP.

1045H LEAVE NYERI BY AIR FOR WEBUYE (MR AND MRS CLAUSEN
AND PARTY, TREASURY OFFICIAL, MR LOOS AND MR DEWAR).

1200H ARRIVE WEBUYE PANAFRICAN MILLS GUESTHOUSE. MEETING
WITH BUSINESSMEN.

1300H LUNCHEON AND BRIEFING AT PANAFRICAN PAPER MILLS.
MET BY MR V.S. RAGHAVAN (IFC) AND MR S.M.C. THOMSON,
VICE-CHAIRMAN. THE MINISTER FOR INDUSTRIES, HON.
M. WAIYAKI AND OFFICIALS OF MINISTRY OF INDUSTRIES
WILL ATTEND.

1415H VISIT PAPER AND PULP FACTORY.

1530H DEPART FOR NAIROBI BY AIR.

1630H ARRIVE WILSON AIRPORT, NAIROBI.

- 1700H ARRIVE INTERCONTINENTAL HOTEL.

6 -7 1800H PRESS CONFERENCE, INTERCONTINENTAL HOTEL.

. u -- 1930H DINNER AT MR LOOS' HOUSE FOR MR AND MRS CLAUSEN,
MR WAPENHANS, VICE PRESIDENT KIBAKI AND 12 OTHER GUESTS.

SUNDAY 0800H LEAVE FOR TANZANIA FROM WILSON AIRPORT BY CESSNA 404.
November 22

\ N930 L
SATURDAY 1800H ARRIVE KENYATTA AIRPORT BY LEAR JET CHARTER FROM MALAWI
November 28 PROCEED TO INTERCONTINENTAL HOTEL.

2300H DEPART FOR KENYATTA AIRPORT.

SUNDAY 0030H DEPART BA054 FOR LONDON.
November 29

... / .. .



1 41P7ST L iAN ITETCOVTiNETAL -DT

C T S S S )F FFRIDAY, 11 NO E RR , I' T

T TC~ r77> 7'72MCY 7PFDI'1 BILL
LT! : ' L I E APPEAL FL E>E 72NY '~A

7 WC "TT7 RI ARS A UTLOON FOR OEVELO>MEllT
7 7' T'L ' ' 7 T) 2TEFL Tr TA:KE )V E MA ATN'N

ST 7 TI 1 11.0 CORPO2ATE HISTfl:Y r- A,
STH *,S * TE, FACING A VETO THREAT,

T 1 'ILLI" N EW CUTS I'
IiT P2S>N AG E7RGENCY SPEN'ING RILL

ST PE7 fT!-r PA"T "IP"10"T TINIG'HT,
' 7 ST C A 6 -26 VITE THAT EN'DIED

!'7 YAV A CA EFJLLY CRAFTE
T T TY L DE Ah 'o'A HI. 7 AKER , JR,

~' T - S UT, THE PTPGAP CILL o GOES
::TT'E THAT 'ILL F,'K JUT

F RK7 S I

T CI TED 11 THE H ILL
[;. ' L-CA L?2ERS A' F",PEFU! T:AT

-Y L.P ISE ILL F, E" OUT "Y
T~~ Y T A T ECDO IT ;-AN

"I'-' T ! E T ,ILL -AE. PASSED
1,: S T T T27- S -PA F AT 7LL "ALL VOTES

A T F TS P',P E r OFTS
T Y LL77C ''L> PEALE> TqDA' TO

-' ' T P7 L ''T "U' THE

LTO 'AE AiL
' C'" 7 H To G A I' 2OLAND

ATT T T T ATTV! 12 P A

-, ' ' CP >R , ''ANHILE, THAT

T T77'T T>0 ACTIO<AGAJN
7 :T

TT
F, U LN TF UF* T

T TT

T T T -' T E T S
T I PL !

-PT T E

7~ T

' L A T 1 'A

I I L E T i T EL

T- [7 * S OF ALD

7 F ' T - I L F ''IHT
- ^' " T I THE EST

TT T

7 - ' ' '. ~ " " '. WALUE
7 TT



" r"~! r~~'
1 1  

T--%1 I T

T ~T.T 00

~ T 1 lT' j> 7*V AF T A' A uA

L Wu 5

* ~ ~~~~ L' ' 1,"' 7 ,L T 101

7 L' AS~ 14 1

- A

T * T

77 U7
-~ T7 T' 7, 7 7' K 2~I

L T

~.LJ?;2, 'i' TE

T~ 1 PI~

Ti? Ti o I 'J2 P' IVATE

LTI T T U T

T 7 '2 T T 1 AND
Tl' IL> T JC IItA

T F

- - n - A T 7 A T
T I a S AN

- T

T [- ' I'

t T ~ T E E

F 1 Y-

- T T 1 r S
C- -- -' - . -

7~ ~ 7< r)?C 77I~E

I~I~

T 7 ', 1--F T f "

Lr r

T. 1 S 7 1 :7 1 1

E" T- n -. ':

t S T

T C E ' C 1! LI FP T

TI'~'2 'T ET

I T'Y T
1' C' f"7 Fy A' I'

I I

T A U L' "



/9[r/

it''

1
- i r - - -

h- 0W Ch

IjIs

I) I

W ,M

- -.
t; t

-on -ul n don

hkh
h(.



1. What has been the impact of the us administration's

economic policies on the funding and lending activities

of the bank?

2. how does the bank envisage to increase its capital, at

a time when governmients are becoming increasingly tight-fisted?

3. arab petrol exporting countries have millions of dollars

at their disposal. you have been to the middle east,

xkxutz*urtxx~wxww*xvemx what are their conditions.for

increasing their conmitments? x= can the conditions be

easily met?

4. what is the future of ida, both imi ediate and long term?

are ida's present difficulties temporary?

5o in the light of the impasse vis-vis ida and the talk about

private enterprise, will the world bank be looking for

finance from private sources and under what terms?

do you think that the developing countries will be

well disposed to private financing of the bank?

6. what is the position as regarding the repayment of world

bank loans?

7, how An.- does the bank balance pressures of the developing

countries and development and the developed countries nand

contributions?



8. reaction of world bank reaction and attitude of world

bankd to third world's demands for its democratisation?

9. reaction to criticisms that us leans successfully on world

bank decisions and operations.

10. bank's approach to, and support for rural developrent

and provision of basic social services.

auxx finally, questions centering on world bank involvement

in tanzania.



TANZANIA

MOROGORO INDUSTRIAL COMPLEX (LOAN 1385-T-TA AND 1386-TA)

Project Data

Loan Amount: US$23.0 million
Date Approved: March 29, 1977
Closing Date: December 31, 1981
Amount Undisbursed (11/6/81): US$2.5 million

Project Description

1. Establishment of 65 hectares of industrial estate including land
development, road network, provision of utilities, four standard factory
buildings and housing for senior personnel; shoe factory designed to
produce two million each of leather and canvass shoes for export per year;
and a leather goods factory consisting of a number of working areas in
which craftsmen would produce leather goods with simple hand tools, also for export.
Related industries in the complex but not financed by the Bank, include a
tannery (Bulgaria) and a canvass mill (EEC).

2. The entire complex is owned by Tanzania Leather Associated Indus-
tries Ltd. (TLAI), a parastatal company that also operates another shoe
plant (Bora) that was formerly Bata. Engineering construction, management
and marketing for the project have been the responsibility of Italmacchine,
an Italian consulting and engineering company that is part of the Svires
Group. Italmacchine's management and marketing contract expires in June
1982.

Implementation Status

3. The physical construction of the industrial estate and the
factory is substantially complete. The machinery for the leather goods
factory has been delivered to the site and is awaiting installation. The
project has been implemented without major delays, but is now facing huge
operational problems. From January through May 1981, the plant produced
only 38,000 pairs of uppers, and the projected 1981 output is only about
10% of capacity (4 million pairs on a one shift basis). Some 30-40% of this
projected output was planned as exports, but these only earn US$5-6 per pait
on a direct ex-factory cost of US$9-10 per pair; locally the shoes sell for
about US$19 per pair, but plant capacity is considerably greater than excess
local demand.

4. The underlying causes of this situation fall into two basic cate-
gories: a) those that are specifically project related; these basically stem
from the fact that Italmacchine does not appear to have the technical and
marketing capabilities needed to turn the shoe factory into a viable operation
in a scarcity economy; and b)'those that reflect the overall problems confront-
ing the industrial sector. These are: (i) an overvalued exchange rate; (ii)
taxes and duties on inputs of about 25%, that cannot be recouped upon export
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of the product; (iii) extreme scarcity of foreign exchange for imported
inputs; and (iv) poor quality local inputs (the best quality of leather is
smuggled to Kenya because of the exchange rate). In addition, the plant's
product quality is very low as the lack of production has caused the train-
ing program to lag considerably.

5. There are no quick or easy solutions to these problems. Our
supervision missions have recommended that Italmacchine, TLAI and the Govern-
ment jointly formulate and apply an action program to improve operations
that consists of short-run and long-run objectives. These are:

(1) Short-Run

(a) to build up production, initially for the local market,
in order to commission the plant and train labor;

(b) to ensure that Morogoro receives all the foreign
exchange and other inputs required to achieve this;
and

(c) for TLAI to start identifying other companies
with both experience of operation in scarcity economies
and access to export markets who could replace Ital-
macchine when their contract expires in June 1982.

(2) Long-Run

(a) to eliminate existing export disincentives, preferably
by devaluation and tax and duty rebates;

(b) to simplify procedures for obtaining imported inputs
for export production; and

(c) to improve leather and shoe product quality to permit a

gradual build-up of exports.

Names of Company Personnel

Tanzania Leather Associated Industries Ltd. (TLAI)

Mr. A. Ng'Amilo General Manager

Morogoro Shoe Company Ltd.

Mr. F. Parri Production Manager and Acting General
Manager

Mr. A. Signorelli Chief Engineer
Mr. Masenga Chief Accountant
Mr. Rwimamo Production Programming Officer
Mr. Kisiwini Purchasing Manager



-3-

Industrial Sector

6. In the 1970s, the Government saw rapid industrialization as a

major means of achieving economic self-reliance. Responsibility for

industrial development was placed in the hands of government-owned paras-

tatals, many of which were specifically established for this purpose.

However, performance in the industrial sector has not lived up-to expecta-

tions. Despite large investments, production rose very slowly during the

1970s and has probably fallen in more recent years. Correspondingly,

productivity has been falling and capacity utilization is now estimated at

less than 30%. With recent shortages of imported raw materials and spare

parts, as well as infrastructure weaknesses in power, water supply and

transport, many industries have in fact been forced to close down.

7. In addition to the recent problems resulting fromua lack of

foreign exchange and infrastructural support, the industrial strategy

adopted by Tanzania has run up against a number of more fundamental

constraints. Firstly, the rapid growth of industries and parastatals has

over-extended the country's management and manpower resources. At

Independence in 1961, trained manpower was almost non-existent and the

deficit of skilled manpower grew throughout the 1960s And 1970s as the

development pftbgram expanded. Today,-.almost all -parastatals (of which

there are aver 50 in the industrial sector alone) are pootly staffed and

managed. Secondly, financial resources for industrial development have

also been inadequate. This is reflected inhigTi debt/equity ratios, weak

working capital structures, and inadequate attention to operations and

maintenance in manufacturing enterprises.' Thiidly, the increasing

distorted incentive system in the economy has discour-aged productivity

improvements. This includes inadequate provision for payment-by-results in

wages and income policy (a Party paper on this was released over a year

ago, but there seems to have been little follow up to date); maintenance of

pervasive price controls, with little regard for comparative advantage or

production costs; and an increasingly over-valued exchange rate, which has

discouraged export development. Finally, and perhaps most importantly, the

emphasis on industrial,.development diverted attention from agriculture,

the performance of which is dritical to success elsewhere in the Tanzanian

economy. Without an expanding monetary agricultural sector to provide

needed raw materials and absorb industrial products, there was little

opportunity for the industrial sector to develop. In this respect, the

emphasis on industrial development in Tanzania was probably 
premature.

8. Discussions with Minister Mramba could focus on how the Govern-

ment intends to address the critical problems facing the industrial sector,

given the limIted financial (particularly foreign exchange) resources

likely to be available. In particular:

(a) what plans does the Government have for consolidating the

sector, including closing down some operations and

cancelling some of the less-essential projects under

- ImplementAtion?.

(b) what adjustments in industrial strategy and policies would

be needed for the development of a healthier and more viable

industrial sector in the future?
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9. The main objective is to generate production on existing and
ongoing investments as rapidly as possible. An essential step is to under-
take the macro policy reforms already under discussion. But although
necessary, this is far from sufficient to resolve Industry's basic and
deeprooted problems. These are underlying deficiencies in organization,
management,>marketing and training throughout the sector; and most of these
will have to be addressed by a detailed action prggram, not only by industry
but also by company. Such action programs should include compensation and
incentive systems for management and labor that are linked to performance;
industry-specific export incentives to eliminate specific disadvantages due
to import duties and taxes levied locally on industry which would not be
recovered by exchange rate adjustment; simplifying and streamlining foreign
trade procedures; and training and marketing arrangements. The formulation
and implementation of these difficult programs will take considerable time
and should be started as soon as possible if the proposed macro-economic
policy changes are to have any appreciable and long lasting effect.
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GUEST LIST FOR TE RECEPTION TO BE GIVEN F
THE MINISTRY OF PTANNING ON NOVM37E? 23,1982
FROM 7 PM TO 9.30 PM, DT HONOT"' O , .A.. CIAUSEN

Prime Minister's Office

Mr. S. Tunginie Principal Secretary

TREASURY

Mr. & Mrs. A.H. Jamal Minister for Finance

Mr. F.M. Kazaura Principal Secretary

Mr. & Mrs. R.E. Mariki Commissioner

Mr. F. Byabato

DEVPLAN

Mr. & Mrs. K.A. Malima Minister for Planning

Mr. F.D. Mbaga Principal Secretary

Mr. S. Odunga YE

Mr. 2.N. Mbuya CSP

BANK OF TANZAN'1A

Mr.& Mrs. C. Nvirabu Governor

Mr. & Mrs. B. Mhkani Deputy Governor

MINISTRY OF AGRICULTURE

Mr. J.J. Mungai Minister for Agriculture

Mr. D. Miasanja Principal Secretary

1IISTRY OF PEIGN AFFAIRS

Mr. & Mrs. Salim A. Sali> Minister for Foreign Affairs

Mr. G. Rutihinda Principal Secretary

=\TTSTRY OF 'YDUSTRTES

Mr. & Mrs. B. iran1a Minister for Industries

?Ir. F. Muuni Princifal Secretary

MINIS'!"P: OF TRADE

Mr. & .xs. A. -umo Minister for Trade

Mr. N. ritomari Princi>a.l Secretary



MINISTRY OF MINES

Mr. & Mrs-Malecela inister for Mines
Mr. S. Lvnkatare Principal Secretary

MINISTRY OF WATER & ENERGY

Mr. & Mrs. A.N. Kassum Minister for Water & Energy
Mr. A. Janguo Trincipal Secretary

PRESIDENT'S OFFICE

Mr. & Mrs. G. Kam Minister of State
Mr. T. Apiyo Principal Secretary
Mr. S. Mbilinyi Personal Assistant

MINISTRY OF COMUNICATIONS & TRANSPORT

Mr. & Mrs. I.M. Kaduma Jinister
Mr. 0. O; ara Princial Secretary

NMSTRY OF WO-RxS

Mr. & Mrs. S. SittR Minister for Works
Mr. R. Jur Principal Secretary

MINISTRY OF ANDS IOUSNG&flPBNDEVW? METm
Mr. & Mrs. M. Ning'any mnister
Mr. J. Minj a Principal Secretary

YA"TIONAL DEOPEMNT COR PIAMT:OY

Mr. & Mrs. A.2. S. Kilewo Chlairumn & anaging Director

TANZANIA WES'''rT BANT

Mr. Ru7:ambe -eneral hma rei

TANZA . T " C COP?! T'!D

Mr. G. Mbore C-eneral Manager

TANI ZURAT, DNIVCOpMEyT TAN.

mr .agani

TA1Z. APETO-T g'_rY C RA TTON

Mr. arngo -enera. Mamaier

ElPTIONAL TRANSPORT CORPcoAT:ON

Mr. S-are Thaia Mamgin7 ThLrector
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TANZANIA ELECTRIC COVMPANY 7=11TD

Mr. S. Mosba Managing Director

TANZANIA TOURIST CORPORATION

Mr. Maryogo General Manager

TANZANIA HABOURT S AUTHORITY

Mr. Bakilans General Manager

TANZANIA RAILWAYS CORPORATION

Mr. T. Vmari General Manger

TANZANIA TEA AUTHORITY

Mr. E.K. Sannda General Manager

TOBACCO AUTHORITY OF TAZANA

Mr. J. Kigoda General Mamger

TANZANIA COTTON AUTHORITY

Mr. M.S. Mdope General Manager

EMBASSIES - AMBASSADORS AND MEADS OF ?IrTS7ON

Sweden H.E. 3r. David Wire rk SIDA Mr/mrs

Norwegian 'R.E. Mr. N. Dhl NORAD

Denmark H.E. Vtgand lose DANIDA

Netherlands H.E. Ar. A. Van Willigen

India F.E. 7r. 7.M.S. Yhlik

U.K. F.E. 5ir Peter Moon

Germ-mny F.7.. 7-remer

Japar H.'7. Yi :no Asaba

Fra e H.E. egaen

Switzerand H.E. r Thoms Paeber

Italy H.E. Mx. Marco Fortin

AlgeriLa 7.. P -amne Bendid

U. S.A . F. F. D. 7-1ll,

Canada H.. Kar' Johnsen

USA1 ID"r. 7rhu . -'.dl-y

China T.E. Mr. 7. o unku

Binlaad H. 7 r. i



Nigeria M. rs

Angola N.L. Mr. i ao Jur.or

Egypt 3.2. 7r Y Se,

Rvanda P.T. E nel

Burundi H.F. A.7.,7  ar: U

Zaire H-.7. Bande JyreCd jarity

Zimbabwe T.,. F.J. r

Delegation of the Comn-iosion of

heEu ctan Oo euii __ Tr. B. Yame

Trited. NaTtior.s Development-
________ _______ . 2ut tar

Boody & Agri.c. 2rgaiza ion cr. 3. oa

Cormonwe-lth 7ev.1Cc. Mr. 1. M.gee

P va ectcr r. ( .?c Tnad! .gement ?uply Co. Mr/Mrs
~Coop, T

Mr. B7r . ,.sl uN

' r. 7. Abdulaf.

Zr. D, Dunn

Mrs. 7. Sc&Vsrtz

MIr & Mrs. R.37. 7ooter

Mr Mrs. C. Mwak~u

A dy-os-a m rout

Mr. J. z'y

Mr. R. 7ofmei.e r



Guest List for Lunch at the Simba Grill On Tuesday 23 November 1981 at 12.30 p.m.

Mr. A.H. Jamal Minister for Finance, Host
Mr. K. Malima Minister for Planning

Mr. J. Makweta Minister of State, Prime Minister's Office
Mr. S. Sitta Minister for Works

Mr. I. Kaduma Minister for Communications & Transport
Mr. Al-Noor Kassum Minister for Water & Energy
Mr. H. Kirigini Minister for Animal Husbandry
Mr. I. Sepetu Minister for Natural Resources & Tourism
Mr. B. Mramba Minister for Industries
Mr. J. Mungai Minister for Agriculture
Mr. F.D. Mbaga Principal Secretary, Ministry of Planning
Mr. C. Nyirabu Governor, Central Bank of Tanzania
Mr. F. Kazaura Principal Secretary, Ministry of Finance
Mr. R. Mariki Commissioner, Ministry of Finance
Mr. A. Nsekela Chairmn & Managing Director, National Bank of Commerce
Mr. J. Rubambe General Manager, Tanzania Investment Bank
Mr. P. Mani Chairman & Managing Director, Tanzania Rural Dev. Bank
Mr. F. Byabato Senior Finance Management Officer, Treasury
Mr. D. Wirmark Swedish Ambassador

Mr. R. Kauppi Finnish Ambassador

Mr. N. Dahl Norwegian Ambassador

Mr. V. Lose Danish Ambassador

Mr. A. Van Willigen Netherlands Ambassador

Mr. L. Kremer German Ambassador

Mr. K. Johnsen Canadian Ambassador

Mr. D. Ouattara UNDP Representative

Mr. P. Magee Commonwealth Development Corporation
Mr. B. Haffner Delegation of the Commission of European Communities
Mr. D. Miller American Ambassador
Mr. M. Asaba Japanese Ambassador



Mr. A.W. Clausen

Mr. W. Wapenhans

Mr. Abdulai

Mr. D. Dunn

Mr. R. Nooter

Mr. K. Kwaku



November 20, 1981

TANZANIA

Mr and Mrs Clausen's Visit -- November 22-25, 1981

Itinerary

Sunday, 08.00 Departure from Nairobi by charter aircraft.
November 22

11.00 Arrival Kidatu airstrip, met by Minister Kassum
of Water and Energy and proceed to Kidatu Guest
House.

11.30 Briefing on the Kidatu Hydroelectric
Project (Phase I and 11) and lunch at the Guest
House hosted by Minister Kassum. General Manager
and other officials of the Power Company (TANESCO)
and possibly the Morogoro Regional Commissioner to
attend.

14.30 Departure for site visit to Power House and Dam
financed under Phase I and II of the Kidatu Hydro-
electric Project.

16.00 Departure for Mikumi Wildlife Lodge by air or road
depending on weather.

17.30 Arrival at Mikumi Wildlife Lodge.

19.00 Dinner and night at Mikumi Wildlife Lodge with
the Bank party.

Monday, 08.30 Departure by road for Morogoro Industrial Complex,
November 23 designed to manufacture shoes for export. The

complex consists of an industrial estate and a
shoe and leather goods factory (financed by the
Bank), a canvass mill (financed by EIB), and a
tannery (financed by Bulgaria).

10.00 Arrival at the shoe'factory and factory visit.
To be accompanied by Mr. Ngamilo, the General
Manager of the holding company (Tanzania Livestock
Associated Industries), the officials of the factory
and possibly by Minister Mramba of Industries.

11.30 Briefing by the Minister of Industries on role of
industrial sector in Tanzania, its problems and
prospects, role of parastatals in the industrial
sector and, more generally, Tanzania's economic
development. Lunch hosted by Mr. Mramba, Minister
of Industries.

2/...
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Monday, 15.00 Departure for Dar es Salaam by air.
November 23
Tcont'd) 15.45 Arrival at Dar es Salaam.

16.45 Check into the Kilimanjaro Hotel.

19.00 Reception hosted by Minister Malima of Planning
and Economic Affairs for Mr and Mrs Clausen and
senior government officials and Ministers
(attendance 100 persons including spouses,
venue to be determined).

Tuesday, 10.00 Meeting with Minister Malima of Planning and
November 24 Economic Affairs. Discussions on Tanzania's

economic difficulties and the prospects of the
Government's economic survival program. Advisory

(A separate Group and the Government's expectations from it,
itinerary for discussions with the IMF and the prospects for
Mrs Clausen the Bank's non-project assistance and the Con-
is being sultative Group.
prepared.)

11.00 Meeting with Finance Minister Jamal. Topics for
discussions same as with Minister Malima.

12.30 Lunch hosted by Minister Jamal of Finance.

15.00 Meeting with Prime Minister Msuya. Discussions on
the Advisory Group, the Government's strategy for
rural development, particularly role of smallholder
farmers and central services and measures to improve
smallholder productivity, role of indus trial develop-
ment in the economy and strategy.

17.00 Meeting with President Nyerere. Discussions on the
President's views of Tanzania's economic problems
and measures required for economic revival, Tanzania's
expectations from the Bank, President's reflections on
the Cancun Conference, prospects for cooperation among
the EAC members. Ministers Jamal and Malima may attend.

19.00 Dinner with the Resident Representative and the Bank
party.

Night at Kilimanjaro Hotel.

Wednesday, 09.55 Departure for Malawi by Air Tanzania, TC501.
November 25

November 20, 1981



PROPOSED ITINERARY FOR MRS. CLAUSEN

Tuesday, November 24, 1981

9:30 a.m. - Leave Kilimanjaro Hotel for YWCA, Ghana Avenue:

Visit Nursery School Canteen and Cottage Industry

10:30 a.m. - Leave YWCA for Kariakoo Market and drive back

through Independence Avenue (Main Shopping Centre)

12:00 p.m. - Depart for Bahari Beach

Lunch at Beach Hotel

2:00 p.m. - Leave Bahari Beach, drive back to town

(stop to see carvery)

2:45 p.m. - Drive round the University Campus

3:30 p.m. - Visit the Village Museum

4:30 p.m. - Leave Village Museum, drive back to town

through Ocean Road and around PMO's office

(stop to see animals at State House grounds)

5:30 p.m. - Arrive back at the Kilimanjaro. Have light

refreshments

6:30 p.m. - End of visit

Escorts leave Kilimanjaro Hotel

PS. It has been suggested to Government officials that itinerary end at

around 5:30 p.m. when the party returns to the Kilimanjaro. No

response has at yet been received.


