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UGANDA

7/18/69 Paul D'Arbela, M.D., Lecturer in Internal Medicine and full-time
(Aspen- staff member, Makerere University College Medical School, Kampala
Eisen. Ex.)

1. 1/12/70 President Apollo M. Obote
(Kampala)

2. 1/12-14/70 Brakel MemCon on trip

1/12/70 John K. Babiiha, Vice President and Minister for Animal Husbandry
(Kampala) Laurence Kalule-Settala, Minister of Finance

Jephaniah M. Okae, Minister of Planning and Economic Development
John Kakonge, Minister of Agriculture and Forestry
William W. Kalema, Minister of Commerce and Industry
Joshua Luyimbazi-Zake, Minister of Education
Sam Odaka, Minister of Foreign Affairs
J.N.K. Wakholi, Minister of Public Service and Cabinet Affairs
E.Y. Lakidi, Minister of Labour
Shaban Kurunda Nkutu, Minister of Works, Communications and Housing
John W. Lwamafa, Minister of Health
Eria M. Babumba, Minister for Marketing and Cooperatives

Semei Nyanzi, Chairman Uganda Development Corporation, and
other senior officials

J.S. Laker, Permanent Secretary, Ministry of Agriculture and Forestry
C.H.M. Barlow, Permanent Secretary, Ministry of Marketing and

Cooperatives
(with representatives of the Coffee Marketing Board, Lint Marketing

Board, and Produce Marketing Board)

E.M.S. Kate, Permanent Secretary, Ministry of Animal Industry, Game,
and Fisheries

(with representatives of Dairy Industry Corporation and Uganda
Tea Growers Corporation)

1/13/70 Christopher Mboijana, lawyer and company director
(Kampala) Alas J.M. Ssentongo, formerly Secretary to the Treasury and

now businessman
Roger J. Mukasa, Chairman, Coffee Board and Group Chairman,

Uganda Co., Ltd.
S. Ntende, businessman
Mahendrakumar N. Mehta, Member of Parliament and leading businessman
Jayant Muljibhai Madhvani, leading industrialist

Yusufu Kironde Lule, Principal, Makere University College
Dean Nichol, Faculty of Agriculture
D.G.R. Belshaw, Head, Department of Rural Economy

1/14/70 Erisa Kironde, Chairman, Uganda Electricity Board
(Murchison Roger Wheater, Chief Game Warden
Falls)

1/14/70 Alexander A. Ojera, Minister of Information, Broadcasting and
(Kampala?) and Tourism



UGANDA

3. 1//U Random Thoughts on visit to Ugandaf

4. 4/1)71 Emanuel Wakhweya, Finance Minister

5. 2/7/75 Emanuel Wakhweya, former Finance Minister

6. 5/8/81 Amb. Olara Otunnu, Dep. Permanent Representative
to the United Nations



FoRm No. 57 INTERNATIONAL -EVELOPMENT INTERNATInNAL . F INTERNATIONAL FINANCE
ASSOCIATI u, RECONSTROCTION AND VFL PVEN T I CORPORATION

OFCE MEMORANDUM
TO: The Record DATE: October 9, 1968

FRO: Howard E. Tolley)-Kt)

SUBJECT: Mr. McNamara's Meeting with the Delegations from Kenya,
Tanzania and Uganda - 4:30 p.m., October 4, 1268

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

ment Corporation

TANZANIA - r. A. H. Jamal, Minister for Finance
Mr. P. Bomani, Minister for Economic Affairs and

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

KENYA - Mr. J. N. Nichuki, Permanent Secretary to the
Treasury

Mr. D. N. Ndegwa, Governor, Central Bank of Kenya
Mr. J. Stewart, Economic Adviser, The Treasury

Ba K - Mr. NcNamnara
Mr. Knapp
Mr. El Emary
Mr. Tolley

The two main topics of discussion were:

(a) The role of Bank's Permanent Mission in Eastern Africa and

(b) The possibilities of further economic cooperation in East
and North Africa.

Role of the Permanent Mission in East Africa

Messrs. Kalule-Settala, Jamal and Michuki each stated that they
were glad that the Bank had an office in East Africa and that they found
its services useful. Mr. Kalule-Settala suggested that more of the
detailed discussions and negotiations on projects be held in East Africa,
after general policy agreement had been reached in each case between Bank
headquarters and the Government. Both Mr. Namfua of Tanzania and Mr.
Ssentongo of Uganda noted that there appeared at times to be a lack of
coordination between Bank headquarters and the PMA since they sometimes
received conflicting advice from the two sources. Mr. McNamara noted that
differences of opinion were to be expected in an organization the size of
the Bank, but that we should keep such differences within the organization.
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Possibilities of further economic cooperation in East and Nortn Africa

The three delegations expressed support for continued and eipanded
cooperation in the region. ir. Kalule-Settala noted that Kenya, Tanzania
and Uganda bad already come a long way in this regard. He cited as an
important step forward the appointment of Permanent East African Ministers
by each of the Governments who spend full time dealing with regional affairs
within the fra4nework of the Treaty on East ifrican Cooperation. Regard-
ing the extension of cooperation to other countries, Mr. Kalule-Settala
noted that Zambia and Ethiopia had already approached the East African
Conunity but that it would take considerable time before they could be
brought into the Conunity. In response to - qucr by Mr. -cN sre as to
why the would be a delay in admitting addItiona) countries, Mr. Mubiru
of Uganda expcii ne that there were many complex prob]ens involved in
bringing in new members. It would be neceosary to study in depth the
effects on the existing mebers whIch would result from integrating new
econories inta the Corrnunity. He cited lack af connmications and possible
conflicting currecy palicies as problemis which wauld have to be dealt
with. Mr. Memtra said that the Bank wished to help fLster in any way
possible future ecnonoic cooperation in the region.

He thanked the delegation for their visit and for vieus that they
had expressed.

cc: Mr. Namar
Mr . Knapp
Mr . El Emary

HETolley /dc
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MEMORANDUM OF CONVERSATIONS IN UGANDA, JANUARY 1970 (Brakel Memo)

FILED UNDER TANZANIA
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aievGrain financial devsioy t nt a- tne rate of1 inreCn y

y ear (,- even tho-IGuh t i rat ewssi smwa below,. the p]lan-L

oafe f .i phritain ae Guc lar ar arQiunitya

cn hne neit r of Lrotin asreo wxpnsinrwit wash roksavte «o the

bayn tno hal te omn.lio ftre uroper szuay firt nedpostionlte

~ere is to oerntn,s in he case o-atxile
oerinveiosenow i«Cecur Inlea of an atÉre coun ries.ifit a

been asked to look nto h C;xaulea anu f ac i situation ohe
resultnsubs rnz prviO a wuidane for other ind-ustries at

well. 1ganuiE n $5agsuriar e otrpnies in a rito cahes

out ,here haehpom o:ivea eoe .Loo qatel the state atkes

The. le0 ilnrougn . nov n er en ethe nee ior oa

Bank CGoup financa asistac;etorte aatiopnt a mhs. lomany

of UeaOga v in wsaich ritin and Gern alreadiy paricipate.

6. The ovnister of t ao askeu waietaer i was possible or th
n «nsi to limit tenaer.ngnccon for furniture, urfs ucain

creditý, to Ugýandan im.H locnimdthla-u theCarie
exa ornationis now beig vpiicet by an est fricaln bertiica a

Of Examinalio under e eauspices of The E.. Examrination Council.:-Ä

7. In subsequentrd cuin wih the be net-nteof UtC, it -as

Sths. 157 milion in 5 subidary" copne,in auLitioi- i` ho0LdS

minorit-y s-&reLoans in2 asoitdcmpne J an aon

Shs2. 3)0 milo n) 1h Urnov er o f uhs compan01, k 1I e s I n 19 0 a

åS s. 400 miion e JroLi ¯before taxcation, was Shs. 43 mlin

ne aiso Eave s,ome igur=es or. i,e percentag ofschol geppuato

-Q`ng. to variýous typ-es of s,chool s, as did euainofcasw
sawj In Tanzania -i-ena, aminä osn a _,aper producedå in PIEA
before 0.r. Zoaaasvisi1t whc ives som--e deltails based, onrda.

avai-labl-e a,3 a resulv oif the worlk of our education msin.Since
it covers all tl-ree countries it igtbe of in-.er-est to ~r.E--amra.



Thei toTl fiea asessa ou-Ia o an. allon i U,
7)

toti inet s inc¯o in r er mllo in .euns, n;o;a ouont
to an. 26> 07milOlo. Thyexet Mo inves..toa ae.di.eioa S'. .23

repciel )n17C, 1971 Ona fi972.. cfes venltures joit1 y

w ivat, i i or i s if jheycn be

Th Jevelop:Cten0 oti:ne Copr of U.nda,whic work2s soely

for the xrivate secoran usua. lyiveCs en mcenlm an. s4maler
size manulaouring indus atrIes, wil L, invests with the lar er

and. .. eavier idutrie, ;Crks toe'-ew ~closely witfi uå;G enve

eo same ciai.r.an. * O reciveL is ltest injeocien OLof capia

om eiurthr injection o

ioanao.le funds ini which>± theyS hoe ohe IAX Greup w-ill participate.

A-ro is :. ci Las ere-Cle. a reat

4.u2 irsftMlL -ý o -eedai inl traini:;g Un ;taf tthre is still. neea for more e-ngineers

and accounAtaZtS includ iiil cnalyss. (r. cl,:amara mentioneec

tne rwanned ii ut pro;eects coureø Lor r.L. to ee held in

4k, -ve -

harb .next summe.r 1 . Tw ord -Ioundation is, providings a sml teamn
of experzs for er -o tra im»ing. eV G vrn C)mnt has the c Uer
so m Ike Up0 pariiae in c enterprises against ULC's own judgemen;
eut nas ues. this power only very spori ngy.

0. LsuoseqJuen meetings wi representativs 02 agrewrioturL

.Åarketinlg ands procntion boar2s, ifl tho preseoce of the teråan±ent

Secretary for njriculture, ObroughMsout the following mainf points:

Sa) Lere are plans to increase cotton ;rouon frem 45 UU0
ba.los (of 105k% - ioe hicnest æeve.. acflIeve. 11n tOe

reen pt - to57;, 0 ales in Verly 1970 n. to 1 million
Ma.Les in 19b0. Primarily ey increasing& proQuctivity through

such me±ansl as, the sre of noe; varietes ane modern ints.

(t) Qffee 'rodcOtioni 0ill Lave to be furer curtaled- ci toe

initernatioal&j cofeeG cgroee&e isCXdnewe Inl .970. dte ;arget

is to upreot 10, OCO acres which will have to te changoed to

oher crltuaL crops including livestOck. In additiOn

come areas now; unaer to 52Xsta coe ouVI±. Ce 00an5ea to yrow-

eng A-raoica Muich gives lover yils anat higher priCes.

0) Tne troduce uarÆetin Board wi has thus far markce;ed only

tOb.cco is no 'i over a reat nu;.o r or odO agricetnra±
pr'oeucts suchf as maiZe, onions, grour.nutts, chil..lies, poMttos,

etc., plu.s all± pracefo Me cooperative unrions. .axoiec

s±ill mas to be bul up anC 0 no ei in LOVe yet beenf twUn

reQtr&ing basic. 0 arketing aine. prie~ policies, the pOsibility
of bs.iwsing u price equa 1 izationl 20unas, etc.

v) e total mtur es oresit for e-rOdctvez purposes to co-
operatives is She. 6 ;xillion; Im aeudition commercial banks

make available sflort -erm productionl credits to private farmers.
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INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATI01 RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORAI"'N'DUM
TO- The Record DATE: July 22, 1971

FROM: Michael L. Le'eune

SUBJECT, UGANDA - Visit by Minister of Finance

1. On April 2, 1971 Mr. Emanuel B. Wakhweya, the Minister of Finance
of Uganda, paid a courtesy call on Mr. McNamara on the occasion of his
visit to the Bank to negotiate an IDA Credit for the Second Education
Project. Mr. McNamara -had met him previously in Uganda when he was
Permanent Undersecretary of the Treasury.

2. Mr. Wakhweya described briefly the financial difficulties facing
Uganda and the measures he was proposing to overcome them.

3. Mr. McNamara asked about the effect on the East Africa Community
of the reluctance of Tanzania to accept General Idi Amin as the legitimate
successor to Mr. Obote. Mr. Wakhweya said that this was indeed a difficult
situation but that despite the differences between the two countries, the
Community at the working level was continuing to function. He feltthat
with the passage of time the difficulties would be overcome, as whatever
were the differences between the two Presidents, all three countries of
East Africa were determined to see the Community continue. He quoted
several examples of how the officials of the Community were continuing
to meet and carry out their duties.

4. No matters of operational significance arose.

cc: Mr. McNamara's office (2)
Div. B, Eastern Africa

MLLejeune:neb



INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM
TO: Mr. Robert S. McNamara DATE: March 30, 1971

FROM: Michael L. Lejeune

SUBJECT: UGANDA: Visit by the Minister of Finance

1. Negotiations for an IDA credit of $7.3 million for a proposed
Second Education Project in Uganda started this week. This is the
first operation to be negotiated with the new Ugandan Government since
Major General Idi Amin seized control on January 25. The leader of
the delegation is the new Minister for Finance (and Governor for the
World Bank Group), Emanuel Wakhweya, who has asked if you will see
him. He tells me that he is arranging to see IMF, the State Depart-
ment, AID and the Export-Import Bank while in Washington. He leaves A
on April 3.

2. I suggest that you see Wakhweya briefly. He is well known to
us as former Secretary of the Treasury and as such we considered him
the ablest and most level headed of the top financial civil servants
in East Africa. I do not know yet what he may wish to discuss with
you. I assume that one reason he wants to see you is to establish
his credentials. Another may be to refurbish Uganda's image with the
Bank Group, following a period of poor financial management and the
pursuit of ill-prepared measures, including extensive nationalizations,
with which I believe Wakhweya was out of sympathy. He may make only
a general plea for increased Bank Group support, but I plan to meet
with him privately and will alert you to any particular points he is
likely to raise.

3. I attach a biographical note and a brief on recent develop-
ments in Uganda.

Attachments

cc: Hr. Knapp
Hr. Cope

viiM 4o 3& 4 Alr wt~Lv%
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Attaclment to. i

iograhical Iote on the recently apointed
Itünis ber for Finance o Uganda,
the Hanorable rhanuei B. . akhweva

1'. Waknweya is lighly regardedy members o te dank
staff with whom he has come into contact in his former canacity
as Seeret ary to the Treasury, and he is reasonably well acquainted
with the Bank's anproach and -rocedures. lli. ':lakhweya is 35
years old and was educated at St. Peter's College, Tororo, and the
University of Delhi. Ho is a career civil servant and is
considered both at home and abroad as being very able and construe-
tive. Positions previously held include Assistant Seeretary and
Deputy Secretary in the onisirr af Finance. In 1967, ha became
eputy Governor aofe Bank of Uganda, but returned to the inance

Nidstry as Seeretary to the Treasury in early 1969.

Ater his appointent as Itnister for finance in the new
Government of M-ajor Genera Idi Amin, r. Jaktnæya has made a
number at statzments which indicate i,hat Th Aon Government may
have some secon i thoughts on the nationalization measures begun
under the prevous regime in ·ay 1970. In particular, Mr. .Jakhweya
sa d that the palicies athe Obote Government hat "shaken the
coniidence af urivate irvs ors", and that the new Governiment would
adopt a more flexible policy with regard to privately awned enter-
prises uith whom compensation terms bad not yet been agreed or with
whom negotiations ha not yet progressed to advanee stages.

March 29, 1971
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hot t cA evelIupmentý -- in U7M'

_A faction of the armny seizers pOUer in Uganda on January 25
1971 ann established a mlitary government under Major General Id
Amin. Although there were clashes ot r some days between General Amin '
forces anL troops loyal to Presi ent ubote, General Ain appears to be
in firm control ark likely to remain so provided Le can retain control
of the armen forces. The extent of his popular support is unclear,
bot there s no evidence of ay significant support for Mr. Obota, who
is now in Tanzania, ano there had; been scant respect for the maiority
of Lis initers.

s. On February 2, General Amnin dissolve( Parliament, dismiss;ed
the Gabinet, assumeu all excoutive and legilative powers an announced
that ho ;would rul e by dece unti.l the Country could be returned to
oillLian rule3 al pallCical activity has been banne- for two years.
ie has apponted a larely civilian Council of Ministers, eight of them
senior civil servants. Day-to-day amni strati on, ana c ommuications
with the Bank, have contiluer substantiaLlly unlnterrupted. iThe overall
impressioan gained. from reports of the new Goverrnent's political rosture
incicate some moderation in the so-callet "move-to-the-left" initiateo
undier the Obote Government. brie concrete example of this is$ the Govern-
ment's intention to review tne proposals for nationalizing those comi-
panies with which compiensation terms have not yet been agreed. or with
;which neyaotiations are not yet far advancec. Reestabllshmnent of con-
fitence amung private investors appears to be a central thene of' the
new Oovernment's policy.

3. Only a few counrires, who insclude Britain, Ghana, Australia
and Valal, have sa tar officially recognized the new regyime in Ug'anda.
Some other African Governmento, ln particular Nigeria, Lave recently
demonstratec signs of friendship through public statements. While ienya
has remairned silent on the sub-ect ef recogni tion, Tazania, Ugania's
other partner in the Easat african Community, Somali a and Zambia have
stated that they have no intention of recognizing the new Government.
This factor, together with the presence ef a second Ugandan delegation
sent by President öbote, created an impasse on the issue of Ugandan rep-
resentation at a recent meeting of the drganization of African Unity
(u.A.U.). This matter will be iscusset again at a heads eof state
meeting of .C.A.U. in June. Tanzania's attr:ude obviously raisea doubtc
about future fcoeration witin the last African Commnity, a matter of
general concern to the Bank Group in view of the substantial lenoing
program to the oranunity.
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4. The international community generally appears ready to accept
the new Ugandan uovernrent as one with which normal business may be
conducted. Some countries such as the United States have thus far
avoided formal recognition of the Government, but have begun to reestablish
normal working relations on the prremise that the new regime is in effeetive
control of the country. Recent informal contacts with the U.S. State
Department indicate that relations between the United States and UJganda
are now almost back to normal. The Uganda Government has announced Its
intention to honor all existing obligations.

5. Disbursements withheld on existing loans and credits to Uganda
when the military cong occurred have now been resumed. A livestock
appraisal mission, which was delayed for a short time, has just returned
from the field after a generally satisfactory visit. Before presenting
the proposed Second Education Project to Executive Directors we would
satisfy ourselves that there are no legal or constitutional obstacles
created by the coup.

March 29, 1971
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1,iographical Sketch: The 7onorable Fhanue-1- P. Wakl,weyal

Mr. Wakhweya is 38 years old and was educated in St. Peter's

College, Tororol the University of Delhi and the University of Pittsburgh.

He was a career civi-I servant and is considered both at home and abroad

as being very able and constructive. Previously held positions include

District Officer,, Assistant Secretary and Deput 7 Secretary in the Ministry

of Finance. In 1967 he became Deputy Governor of the Bank of Uganda,

but returned to the Finance Ministry as Secretary to the Treasury in

early 1969. In the latter job he became well acquainted with the Bank's

approach and procedures. In the earlier period of his appointment as

Minister of Finance after the coup, Mr. Wakhweyals moderating influence

was reflected in the Government's decision to review the nationalization

measures begun under the previous regime. His attempts, however, to

control and reduce military spending and maintain budgetary and fiscal

discipline were not successful.

14r. Wakhweya realized the futility of his efforts by the middle of

1972 but was unable to resign at that time owing to fears concerning his

own security and that of his family. Despite a great deal of personal

abuse during the last four years, Mr. Wakhweya maInt-ined his integrity.

If and when sanity returns to Uganda., Mr. Waklrwe: a will almost certainly

be called upon to play an important role in the reconstruction of his

country.
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WORLD BANK ' INTERNA -D,_ AL FINANCE CORPORATION

OFFICE MEMORANDUM
To- Files [WiJE: May 14, 1981

Ellen Johnson-Sirleaf,'Sr. Loan Officer, EAIDA

L UGANDA - Ambassador Otunnu'S Visit with Mr. McNamara

1. On May 8 Ambassador Olara Otunnu, Uganda's Permanent Representative
to the United Nations, on behalf of President Obote, called upon Mr. McNamara
to brief him regarding Uganda's reconstruction efforts. Present at the
meeting were: Messrs. Wapenhans and Lafourcade, Mr. Kibiritsi from the
Uganda Washington Embassy and Ms. Johnson-Sirleaf.

2. Ambassador Otunnu expressed gratitude to Mr. McNamara for the
opportunity to meet with him and for the cooperation which Uganda has
received from the Bank since independence. He stated that the new Govern-
ment, headed by President Obote and with a five year mandate given by the
majority through democratic means, is keen on addressing the persistent
economic problems which have been left behind by the contemptible Amin
regime. To this end the Government bad invited the Fund to assist in
formulating a program of financial recovery. The Programwhich includes
critical policy measures,-is now under implementation. Increases in prices
of certain produce and selected consumer goods bad already been announced
and an adjustment in the exchange rate is scheduled to go into effect on
June 1. The Bank has been kept advised on these developments and has been
requested to lend its support. Specifically, the Government would like the
Bank to send economic and sector missions to review overall performance of
the economy and the effectiveness of the measures to be implemented. It is
hoped that the Bank would assist particularly in the areas of agriculture,
industry, transport, and technical assistance. Further, and as an immediate
step, the Goverment requested a further release of $30 million under the
Reconstruction Credit.

3. Noting the important assistance which Uganda received from friendly
governments and institutions following the Bank-Coordinated Donors Conference
held in Paris in November 1979, Ambassador Otunnu stated that Bank assistance
to Uganda is also critical and urgent because of the signal effect this has
on other donors. Thus the Government's effort to rehabilitate the economy
as a means of addressing the security and political uncertainties would lean
heavily on the external assistance which it receives. As regards the security
situation, the Ambassador indicated that the Goverment continues to be concerned
about the guerilla actions of opposition groups and is moving to combat this.
The problem seems to be confined to the Kampala area. In this connection he
noted that the withdrawal of the Tanzanian troops is in accordance with the
understanding reached between the two countries over a year ago. The Ugandan
Government felt confident that they could manage the situation and expected
major improvements to result from the progress made on the economic front.
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4. Mr. McNamara thanked the Ambassador for his statement and indicated
that the Bank is anxious to move ahead in helping Uganda to recover from the
economic chaos which had plagued the country. He said an economic mission
would certainly be mounted, most likely in early August, after which sector
and project missions could be programmed. In the meanwhile, the balance of
the Reconstruction Credit proceeds could be released to assist the Government
in its reconstruction efforts. However, since full implementation of the
required policy measures is only three weeks away, the Bank felt it was
appropriate to release the funds at that time. He further indicated that
the Bank would continue to encourage other donors to support Uganda in its
efforts.

5. In response to Ambassador Otunnu's request for IFC assistance to
help Uganda develop a mixed economy in which the private sector would play
a definitive and important role, Mr. McNamara indicated that although in the
short run the Bank would likely have maximum leverage, IFC would help in
mobilizing private initiative and investment.

6. In closing, Ambassador Otunnu expressed the gratitude of the
Ugandan Government for Mr. McNamara's reassurance and indicated that they
would do all that they could to create and maintain the environment for
effective implementation of the program of economic recovery.

Cleared with and cc: Mr. W. Wapenhans (EANVP)

cc: Messrs. McNamara, Qureshi (SVPFI), Stern (VPO), Lafourcade (EXC), Alizai (IFC)
Adler (EAPDR), Kraske (EAIDR), Culhati (EANVP), Gruss (LEG),
Miller (CTR), Loos (RMEA), Grenfell (IRD - UN - New York),
Mrs. Boskey (IRD), Sandberg (EAlDA), Maane (EAIDR), Baird (EAlDA),
Mss. Berger (EAIDA), Milloy (EAlDA)

EJohnson-Sirleaf:dsl



WORLD BANK INTERNATIONAL FINANCE CORIOHATION

OFFICE MEMORANDUM
TO Mr. Robert S. McNamara ( \ATE. May 7, 1981

THROUGH: Mr. Ernest Stern, Senior Vice President, Operation 7FROM Willi A. Wapenhaus, Regional Vice President, EAN

UGANDA - Visit by Ambassador Otunnu

1. Ambassador Clara Otunnu of Uganda has an appointment with you
on May 8 at 6:30 p.m. Ambassador Otunnu was appointed Uganda's Deputy
Permanent Representative to the United Nations in September 1979 and
full Permanent Representative in August 1980. He currently serves on
the Security Council in this capacity.

2. The Ambassador will raise with you President Obote's request
(contained in the attached letter dated April 24) for a release_vf -te

-remaining_balancreof thee econstruction Credit. The Reconstruction
Credit was approved by the Board on February 19, 1980 and signed on
April 2, 1980. The Credit of $72.5 million includes a $17.5 million
participation by the Netherlands' Government and along with it a $20
million EEC Special Action Credit and a Canadian Grant of Can$3 million.
The total amount of approximately $95.5 million was to be released in
two tranches. A first tranche of $55 million was to be made available
upon effectiveness; the second tranche to be released as and when the
Government had made satisfactory progress in carrying out needed economic
policy reform. This was meant to include especially a significant
devaIluatfion.

3. Almost immediately after the Credit became effective on May 1,
there was a change in Government which caused us to impose an informal
suspension on the use of the Credit. Given the Government's unwilling-
ness to take decisive action on the exchange rate and other matters,
we eventually agreed to release $25 million for specific, identifiable
purposes clearly related to the rehabilitation effort. We expected
that the balance of the first tranche and the second tranche would
be released soon after the election of a new Government and the intro-
duction of the necessary economic and financial reform measures.

4. The elections held last December brought to power the United
Peoples Congress headed by former President Milton Obote. There continues
to be widespread dissatisfaction with the manner in which the elections
were handled by the Military Commission which favored Obote. As a result,
several opposition movements have been organized causing the political
and security situation to remain uncertain.

5. Nevertheless, after initial hesitation the Government has now
decided to introduce the long overdue major economic and financial reform
measures. These are detailed in a Letter of Intent addressed to the IMF.
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They include significant producers'price increases (coffee and cotton
by 186% and 150% respectively) and a quadrupling in the price of petro-
leum to reflect foreign exchange costs. In addition, Government salaries
and wages, which are totally out of line with the cost of living, would
be raised by an average 25%. In keeping with the Letter of Intent, these
decisions were announced by the President in a major speech on May 1
and are to be followed on June 1 with a further set of measures focussing
on the exchange rate and including a relaxation in the system of price
controls of essential consumer goods. These measures are to be backed
by complementary measures aimed at reducing the large budget deficit
and controlling the growth in domestic credit and foreign borrowings.
The IMF is prepared to support the program through a one-year standby
program which allows the use of Fund resources up to a total of SDR
157.5 million, including SDR 45 million under the compensatory financing
facility.

6. We feel that the measures now proposed by the Government address
the central problems of the Ugandan economy. The effectiveness of the
reforms now contemplated will depend significantly on the availability
of foreign exchange to bring about an improvement in the supply situation.
It would be in keeping with the objectives of the Reconstruction Credit
to support the proposed reform measures.

7. However, we should not minimize the considerable risks still
associated with the success of the reform program. The uncertainty
of the political situation and the continuing disruptions of normal
activities as a result of persistent law and order problems raises the
question of whether the proposed reform measures will be allowed to be
meaningful and effective. The IMF and Bank staff who visited Uganda
recently believe that there are reasonable prospects for progressive
improvement and for financial stabilization and economic reform. Thus,
we believe that the risks associated with the reform are tolerable.
We propose to release the full remaining proceeds of the Credit as soon
as the measures outlined by the Government in the Letter of Intent to
the IMF are implemented in full early June and to reply to President
Obote's letter accordingly.

8. Throughout the period of extreme foreign exchange stringency,
Uganda has maintained its responsible attitude towards its obligations
to the Bank Group. There has been an accumulation of arrears recently,
but in response to our reminders, the Bank of Uganda has settled these
payments including Uganda's share of the East African Community debt.
One payment for b stg 12,540 due in February and another for b stg
39,688.06 which fell due in April remain unpaid. The Government has
initiated action to settle these outstanding payments and we will
insist that they are current before we release the Reconstruction
Credit.
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9. The Ambassador may also urge that the Bank continue to support
Uganda by considering additional projects. In addition to the Reconstruction
Credit, we have ongoing a Technical Assistance Credit of SDR 6.4 million
which was approved by the Board on December 2, 1980 and signed on January 21,
1981. A Water Supply Engineering Credit for SDR 7.1 million was approved
by the Board on March 19 and is scheduled to be signed on May 7. In response
to the Government's invitation, we expect to mount an economic mission
some time in August, the findings of which will be reflected in the CPP.
However, this mission and further sector missions which we will have to
undertake to develop a lending program responsive to Uganda's needs will
depend on a significant improvement in the security situation.

E. Johnson-Sirleaf/J. Kraske:dsl
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orId 3ank.

I would like to provide to you in confidence the brief
summary of the finmcial programme which the overnment
of Uganda has undertaken to adopt as a means of addressing
the serious economic problems which have continued to
affect our country. We expect that with these measures,
our reconstruction efforts will be made more effective
and we hope that we can count on the full support of
the forld 3ank in this regard.

Specifically we trust that the vank will dive immediate
relief by release of ;re remaininE proceeds of the
reconstruction credit so as to impact the supply of
basic commoities, a condition which, as you know, is
crucial to successful implementation of the financial
programme.

Due to the inability to determine at this time the
proper rate of devaluation, the Government intends to
allow the Uganda Shillings to float in a market consisting
of commercial banis with the ultimate objective of
arriving at the appropriate parity.

Prices and ivages:

In early lay, the 1overnment intends to increase the
prices of petroleum products and a few ot.er selected
commodities. TLe prices of the remainin-, items will
ultimately be decontrolled.

In so far as producers prices are concerned, the
minimum prices of coffee and cotton will also be raised
by 186% and 150% respectively.

AS to wages in the public sector, we expect to make a
modest increase, the rate of which has yet to be
determined.

The prora:::e anticipates improvements in revenue
collection and control of expenditure with a view to
reducin the size of the bud-et deficit to about 40% of
expenditure as compared with 70% in previous years.

B3 aen3e o f :mnt

All of these measures would be aimed at sirnificant
oret in our balace of payment so as to keep the

deficit to tLe credit estimate of 150 lillion.
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However, this can only be achieved if the world Bank
lands its support by making available the funds of
reconstruction credit which have been taken irto account
in making these estimates. it will also be necessary
to idLentify the means whereby the remaininj gap can be
firanced and i hope that we can call upon the Bank to
assist us in mobilizing such funds.

i need not em-p hasise that i, ediate improvement in
supply of consumuer go< d 5i a Crucial e1e ent ir sr

pr- fr C eforts to

vein e s isc ew

Sas o) u ray fnin rd it convenient toj pa us
a visit perzonally so as to see for yourself now muCL
efforts ve are aking to reconstruct our battered
economy.

fr /-,


