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TANZANIA

4/3/68 Derek Bryceson, Minister of Agriculture

Ambassador Lukumbuzya

1. 9/30/68 A. H. Jamal, Minister of Finance

2. 1/7-11 Brakel MemCon on trip

1/8/70 Paul Bomani, Minister of Economic Affairs and Development Planning

(D.esS.)

A. H. Jamal, Minister of Finance

W. Chagula, Principal, University College

1/9/70 President Julius K. Nyerere

MesS.)

C. George Kahama, General Manager, National Development Corporation

Amon J. Nsekela, Chairman, National Bank of Commerce

G.M.S. Mawalla, General Manager, Tanzania Tourist Corporation

G.M. Rugarabamu, General Manager, National Agriculture and

Food Corporation

J.A. Mhaville, Chairman, National Development Credit Agency

G.B. Rusimbi, Chairman, Lint Marketing Board

J.F. Robinson, General Secretary

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

Sheikh Abeid A. Karume, First Vice President
R.M. Kawawa, Second Vice President

D.N.M. Bryceson, Minister of Agriculture, Food and Cooperatives

J.M. Lusinde, Minister of Communications, Transport and Labour
A.M. Babu, Minister of Commerce and Industries
H. Makame, Minister for Information and Tourism

P.A. Kisumo, Minister of State, Ministry of Re ,ional Administration

and Rural Development

1/10/70 John Owen, Director of Tanzania National Parks

(Ngoron-

goro Crater)

1/11/70 Peter K. Kinyanjui, Chairman, East African Harbours Corp.

(Arusha) C. Tamale, Director General, East African Harbours Corp.

11 Z.H.K. Higirwenkya, Secretary General, East African Community
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1/11/70 J. Okello-Ojok, Chairman, East African Railways Corp.
(Arusha) E.N. Gakuo, Director General, East African Railways Corp.

'" S.O. Josiah, Chairman, East African Posts and Telecommunications Corp.
J. Keto, Director General, East African Posts and Telecommunications Corp.

Iddi Simba, Chairman and Director General, East African Development Bank

'" A. Fundikira, Chairman, East African Airways Corp.

3. January '70 "Random Thoughts"

4. 10/1/71 A.H. Jamal, Minister for Finance

4/15/75 Paul Bomani, Ambassador to the US (Courtesy call)

5. 9/4/75 C. F. Msuya, Minister for Finance
K. A. Malima, Principal Secretary to The Treasury

6. 10/5/76 A. H. Jamal, Minister for Finance
(Manila) K. A. Malima, Principal Secretary, The Treasury

7. 6/10/77 Ambassador Paul Bomani

8. 8/4/77 President Julius Nyerere

10/10/77 Justinian Rweyemanu - Research Advisory Panel on Income
Distribution and Employment

9. 9/22/78 Edwin Mtei, Minister of Finance
Annual Amb. Bomani
Meeting

10. 4/6/79 Finance Minister Mtei
Ambassador to the U. S. Bomani

11. 1/19/80 RMcN Notes on Visit

12. 1/19/80 Amir Jamal, Minister of Finance
(Arusha) K. Malima, Minister of Planning and Economic Affairs

Ernest Mulokozi, Princiapl Secretary, Ministry of Finance
Mr. Mbilinyi, Economic Advisor to the President
Mr. F. Byabato, Ministry of Finance
Mr. Wasiri, Regional Commissioner, Mara

1/19/80 President Nyerere
Amir Jamal, Minister of Finance
Kighoma Malima, Minister of Economic Planning
Mr. Wasiri, Regional Commissioner, Mara
Ernest Mulokozi, Pricipal Secy to the Ministry of Finance
Professor Simon Mbilinyi, Economic Advisor to the President
Francis Byabato, Ministry of Finance
Mr. Mamfua, Ministry of Foreign Affairs
Mr. Butiko, Personal Assistant to the President
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3. 9/27/80 Amir Jamal, Minister of Finance
Annual Messrs. Fulgencio Kazaura, Principal Secretary, Min. of Finance
Meeting F. Mbaga, Principal Secretary, Min of Planning

D. G. Rwegasira, Chief Economist, Bank of Tanzania
Amb. Paul Bomani

14. 5/29/81 Amb. Paul Bomani





MEMORANDUM FOR THE RECORD October 3, 1969

Mr. McNamara's Meeting with Mr. Jamal, Minister of Finance, Tanzania

Mr. McNamara met privately with Mr. Jamal on Tuesday, September 30,at 6:20 p.m. at the Sheraton-Park Hotel. Mr. Jamal extended the greetings of the
President of Tanzania and said they were hopeful that Mr. McNamara could visit
Tanzania soon. He mentioned that East Africa was undergoing a period of trial and
uncertainty, particularly after the death of Tom Mboya who had been a very dedicated
supporter of the East African community. Mr. Jamal expressed his deep concern aboutKenya, which he thought presently was not living up to its responsibilities under
the East African Treaty. He feared that this situation could seriously jeopardize
integration efforts in the region. Mr. Jamal said that his country considered the
Community extremely valuable to the future progress of the region.

Mr. McNamara mentioned that the Bank had had many difficulties with
joint projects in East Africa. He was particularly disappointed when the industrial
project failed. Mr. Jamal recognized these problems but remarked that in none of
the cases could it be said that Tanzania had failed to fulfill its part of the agree-
ments. Mr. Jamal praised the work of the Bank staff who had been very dedicated and
helpful in supporting regional integration in East Africa. Mr. McNamara hoped the
Bank could continue to be of such help in the future. He said Mr. Jamal should not
hesitate to cable or send him letters directly on matters he wished Mr. McNamara to
consider at his level.

Mr. Jamal said that Tanzania had realized the necessity of establishing
an education system which would relate directly to agricultural development and he
applauded this point in Mr. McNamara's speech last Monday. Mr. McNamara said that
the Bank had not yet progressed very far in this field but it intended to move ahead
more rapidly in the future, as it acquired more knowledge about the relationship
between education and agricultural production. He would be interested in supporting
an experimental project in education in East Africa, if any of the East African
countries so desired. Mr. Jamal said that this would be of considerable interest to
his country. He pointed out that the Tanzanian school system was currently in the
process of revising completely its curricula in order to bring them more effectively
into the context of rural life. There was an explicit political commitment to
effect such a change in the education system. Mr. Jamal said he would inform his
Government of the World Bank's interest in considering such a pilot project in
education in Tanzania.

L.E. Christoffersen
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3
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INTERNATIONAL DEVELOPMENT INTEI,%AT' NAI_ 11A r' '" Q INTERNATIONAL FINANCE
ASSOCIATIOI RECONSTRUCFI `[, LiLVELOPMENT CORPORATIO N

OFFICE MEMORANDUM
TO: Memorandum for the Record DATE: Octo'ber 13, 1 71

FROM: Michael L. Lejeune

SUBJECT: TANZANIA - Meeting with Mr. Jamal at Annual Meeting - October 1

1. During the Annual Meeting Mr. McNamara met with Mr. Jamal,
Tanzanian Minister for Finance, at the latter's request. Mr. Knapp
and I were present. The purpose of Mr. Jamal's visit appeared to be
to acquaint Mr. McNamara with the political background to the present
disruptions in the working of the East African Community.

2. The conversation began, however, with reference to the great
interest in Africa and on the part of the Bank in the question of rural
development. Mr. Jamal reported that the development of the Ujamaa
Villages in Tanzania 'was progressing rapidly. Mr. McNamara commented
that he was glad to hear that things are now moving, because when he
had been in Tanzania President Nyerare had said that while the idea of
the Ujamaa Village Program was soundly based, the idea had not at that
time been converted into tangible results. This led to Mr. McNamara's
asking Mr. Jamal what progress the Mainland Chinese had made in rural
development. Mr. Jamal said that on his visit to China he had not been
able to see very much but what he had seen left him with the impression
that the Chinese had indeed made substantial progress. He said he was
glad that it now looked as if contact between Mainland China and the
U.S. and other countries of the West would be opened up. Mr. McNamara
said that this was an important development and it was another illustra-
tion that progres3 could be made if countries which had real and funda-
mental problems and disagreements could compartmentalize them and work
on them separately without having the whole relationship frozen.

3. Mr. Jamal then explained the difficulties that Tanzania had
with respect to the East African Community. He said that President
Nyerere was against coups, and every time one took place in Africa he
was heartsore and concerned. He was particularly concerned when a coup
took place next door in Uganda. Moreover, in President Nyarere's mind
each of the three countries had given part of its sovereignty to the
East AfricM Community, and so when a coup took place in one of them it
was, as it were, imported into the Community itself and tainted not only
the one country but the other two as well. This had led President
Nyerere to be particularly reluctant to accept in the Community and its
institutions the evidences of illegality inherent in the coup in Uganda.

4. Secondly, General Amin's assumption of powe-c- in Uganda had
seriously affected Tanzania's relations with Great Britain, particular-
ly on the issue of the supply of arms for South Africa. President
Nyerere had felt when going to the Commonwealth Conference in Singapore
that he had built a common front with Zambia, Kenya and Uganda, and
that collectively these four countries had been able to exercise some
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influence on the British, but immediately after the meeting, when he had
assumed power, General Amin had adopted a different policy and had under-
mined the unity President Nyerere had built up. This had added to the
political difficulty of accepting General Amin and his regime.

5. Mr. Jamal said that he personally had been involved in the
creation of the Community from the very beginning. Nothing distressed
him more than the possibility that the Community might be endangered as
a result of the political events in Uganda. He would continue to work
towards preserving the Community. He felt sure that the three East
African Governments would in due course reach accommodations which would
permit it to function fully. He and the Ministers of Finance of Kenya
and Uganda had had discussions during the Annual Meeting aimed at finding
ways to overcome at least some of the difficulties.

6. Mr. McNamara expressed his concern not only for the well-being
of the Community and for the three East African countries but also his
concern that such an important example of international cooperation in
the economic field should seem to waver. The trend in Africa should be
towards cooperation and integration, not away from it. He was glad to
hear that the three East African Governments were working together to
solve some of the problems. He hoped that the Tanzanian Government
could see its way to compartmentalize some of its problems vis-a-vis
Uganda and the Community and also vis-a-vis the U.K., and that all prog-
ress in improving relations would not be stalled because of unresolved,
real, important and understandable disagreements.

7. Mr. Jamal ended by saying (somewhat cryptically) that he knew
that Mr. McNamara would know when and how to lend his help to solving
the problems of the Community, but that he, Mr. Jamal, had nothing
specific in mind.

MLLejeune:neb/ck

cc: Mr. McNamara's Office (2)
Mr. Knapp (cleared with)
Mr. Chadenet
Mr. Husain
Mr. Collier
Mr. Hornatein
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ASSO(JATION RECONSTRI,CTION AND DE,FL T I I AN

OFFICE MEMORANDUM
TO Files DATE: September 9, 1975

FROM. Stanley Please

SUBJECT Tanzania -- ,IcqtinL: Betwee-n Ysu: a (Minister of Finance)
and Mr. Nc, amara_, -mber 4, 1975

1 Mr. McNamara met with Mr. Msuya on September 4, 1975. Dr. Malima
(Permanent Secretary, Ministry of Finance) accompanied Mr. Msuya together
with Mr. Thahani (Alternate Executive Director). Messrs. Knapp, Husain,
Burmester and Please also attended.

2. Mr. McNamara emphasized that at the policy level there was an identity
of views between the Government of Tanzania and the Bank on the priorities of
development policy. The Bank had, in fact, learned a great deal from the
Tanzanian experience particularly in the area of rural development which it
hoped to pass on to other countries.

3. However, Mr. McNamara expressed his very serious concern over the
delays in project implementation in Tanzania. He fully recognized the problems
involved in speeding up disbursements and that disbursements as such were of
far less importance than getting projects implemented more quickly and effectively.
This c, as clearly of most direct importance to Tanzania but it was also important
to reco Tnize that the Bank had difficulty in continuing to present projects to
the Board whilst the impler.-cTtation oi previous projects was so much behind
schedule.

4. Mr. Msuya accepted the points made by Mr. McNamara and said that
project delays were of riajor concern to the Government. For this reason he
wished to request Mr. 11cNamara to consider strengthening the Bank office in Dar
es Salaam beyond the pr4 -Sent one-man resident representative. He considered
that the Bank has a vital role to play in ensuring that project implementation
is improved and that this role could be made effective not only through the
secondment of advisors, ADS, etc., but also through the Bank's own direct
involvement from its resident office. Mr. McNamara assured Mr. Msuya that the
Bank would fully examine the desirability of expanding the Bank's field office
but that he could not anticipate the outcome of this examination. Field offices
were costly to operate and additional costs had clearly to be seen against
alternatives particularly in a time of severe budget constraints facing the Bank.

5. Mr. Msuya outlined the very difficult economic problems facing a
country such as Tanzania in implementing its development program. The Government
was confident that it could continue to deal effectively with the internal
problems of development but it had no means of overcoming the external problems in
the short run except by additional borrowing. He illustrated these problems by
reference to the catastrophic fall in the price of sisal during the course of one
year. In view of these external problem.,; lie requested Mr. McNamara to consider
a second program loan to Tanzania. Mr. McNanara said that he was sure that Mr.
Msuya recognized the formal difficulties facing the Bank in expanding its
program lending but that each request for such assistance would be considered on
its merits. He considered that the actions and programs of the Tanzanian
Government warranted such assistance and that there was a "high probablity" that
it would be accepted but he could not give a definite answer at this time.
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6. Finally, Mr. Msuya assured Mr. McNamara that Tanzania would do
its utmost to ensure the implementation of recent agreements relating to the
East African Community. Tanzania was committed to the Community and welcomed
the active involvement of the Bank in resolving problems which would otherwise
undermine the Community. Mr. McNamara emphasized that the Bank would continue
to play whatever part it could in the operation and refashioning of the Community.
However, this could only be undertaken if Community debt service obligations were
fully met on time. Whilst this was a "technical" problem, failure to deal
with it,completely diluted the Bank's more substantive envolvement in Community
matters.

SPlease/lo

cc: Messrs. McNamara, Knapp, Husain, Loh and Hansen
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WORLDHANK INTFRNATIONAL -nnPClRATlC)N

OFFICE MEMORANDUM
TO Fi Les E) T Novembern, 1976

FROM. StanLey PLease

SUBJECT: TANZANIA - Et_ S 2TV2's_Meetin2_ ith Minister for Finance

1. Mr. McNamara met with Mr. JamaL, Minister for Finance,
on October 5, 1976. in addition, Mr. MaLima, PrincipaL Secretary,
Ministry of Finance, Tanzania and Messrs. Knapp, Wapenhans, Mekki,
Thahani and PLease were present.

2. Mr. McNamara began the meeting by emphasizing the need
for governments which have been major beneficiaries of IDA and Bank
funds to make known their continuing need for WorLd Bank assistance
particuLarLy to those OECD countries with which they have cLose
reLationships. In the case of Tanzania, he was particuLarLy anxious
that the Government shouLd encourage the U. K. and the Scandinavian
Governments in their continuing support for IDA and aLso that the
Government shouLd make known to countries such as the U. S., Germany
and Japan, the need for IDA repLenishment if the goaLs of Tanzanian
deveLopment had any hope of being achieved.

3. Mr. JamaL indicated that he, personaLLy, and the Tanzanian
Government, in generaL, fuLLy recognize the decisive roLe which the
Bank had pLayed in supporting Tanzania's deveLopment programs in
recent years. He feLt that there was an enormous credibiLity gap
which existed between the words and actions of some deveLoped countries
and to the extent that this resuLted from a faiLure to reaLize what
governments, such as the Government of Tanzania, were trying to
achieve, he wouLd do his best to cLear up thcse misunderstandings
whenever the opportunity arose.

4. Mr. JamaL stressed that he considered that Tanzania was
embarking on a period of adjustment and consoLidation of its past
programs and poLicies particuLarLy as these affect the viLLages where
the majority of the popuLation Lived. This consoLidation was going
to raise difficuLt probLems of viLLage-LeveL management and aLthough
the Government had shown that it was wiLLing to make hard decisions
to aLter the course poLicies when required, it was going to take many
years to buiLd up the viLLage as the centraL unit of poLiticaL, sociaL
and economic Life. Where Mr. JamaL said he had most clifficutty at
present was in reLating these programs and poLicies for achieving the
Government's deveLopment objectives to the focus of the IMF. He was
struggLing to understand the Fund's concerns and to undertake the
work required to meet those concerns in order to take advantage of
Fund resources but he emphasized the enormous difficuLty he had in
accepting the present requirements of the Fund. In particuLar, he
couLd not accept that the Government shouLd do things to pLease either
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the Fund or the Bank. The Government would do things because it
recognized the existence of a problem which needed action. As far
as financial problems were concerned, since coming back to the
Ministry of Finance in November 1975, he had been concerned to
ensure that government expenditure was being fuLLy monitored and
controlled. To this end he had set in motion major special audits
of parastatals, special accounts and other entities in order to
provide him with information on the basis of which he would be
taking action. However, he considered it foolish to think that
action could be taken in advance of such a "stock taking" exercise.
Moreover the Government was very conscious of the underlying problem
of managerial efficiency in the country and its impact on the financial
soundness of parastataLs but it had to be recognized that this was a
problem which could only be solved in the Longer run.

5. Mr. McNamara responded by emphasizing that it would be
impossible to proceed with the program credit until agreement with
IMF had been reached on the basis of which further Fund resources
could be utilized. Moreover he expressed surprise over Mr. JamaL's
difficulties in understanding the Fund's requirements because it was
his own view that the Fund's management had in recent years become far
more aware of the particular difficulties and needs of the developing
countries.

6. Mr. McNamara emphasized to Mr. JamaL the need to ensure that
the execution of past projects was undertaken as far as possible on
schedule because it became difficult to commit more funds when past
funds were not being disbursed due to delays in project execution. Mr.
JamaL said that he recognized this problem and the Government was taking
action to remedy matters. At the same time he had been more concerned
by problems relating to the operational efficiency of existing capacity
and in delays in creating new capacity for whiLst the Latter means a
one or two year delay in the availability of the incremental production,
failure to improve operational efficiency would have a continuing
debilitating effect on the economy.

7. Mr. Knapp asked Mr. JamaL if he could just say one or two
words on the problem of the East African Community. Mr. JamaL said
that it was clear that Railways and Harbours would be regionalized.
However, it had come as a complete surprise to his Government when the
Kenyan representatives on the Demas Commission had stated in July that
they considered that P&T and the Airlines Corporations shouLd also be
regionalized. This assertion by the Kenyans raised enormous difficulties
for Tanzania because previous capacity, particularly for such things as
maintenance, had been established on the basis of a continuation of the
Community structure. It was still his Government's hope that the more
extreme proposals for decentraLization would be reversed and particularly
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that sufficient Community activity and responsibilities wouLd be
retained to ensure that the dialogue between the countries was
maintained.

8. Mr. JamaL invited Mr. McNamara to revisit Tanzania whenever
he could spare the time aLthough he recognized that this was unLikely
to be during the next year. Mr. McNamara said that he accepted this
invitation in principle and would certainLy wish to visit projects
such as Kigoma, which had commenced since he was previousLy in the
country.

9. It is worth recording in this memo that Mr. JamaL on two
or three occasions during his discussion with Mr. McNamara referred
to his discussions with LyLe Hansen on major matters of policy which
concerned both the Government and the Bank. It was apparent from
these aLLusions to continuing discussions with LyLe Hansen that the
Government regarded the resident representative as an adviser on
poLicy matters. It shouLd further be added that these references to
the roLe of the resident representative were compLeteLy unsolicited
by Bank staff and consequently can be taken to reflect the genuine
way in which the Tanzanian Government wishes to utiLize our resident
office.

SPLease/ebb

cc: Messrs. Wapenhans
H. AdLer
Stern
O'Brien
Hansen
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MiORANDUM FOR THE RE-CORD

"teetin" with the Tanzanian jIcnbassador, Mr. Paul Bomani June 10, 1977

Present: Messrs. McNamara and Ambassador Bomani

The Ambassador said that he had come to deliver a personal message
from President Nverere to ask for an appointment with Mr. McNamara during
President Nyerere's forthcoming visit to the United States. The Ambassador said
that the visit was preliminarily planned :for August 3-9, 1977. Mr. McNamaTa
said that he could have some. difficulty accommodating President Nyerere during
this period but that lie would try to rearrange his schedule if the Ambassador
would let him know President Nyerere's exact plans as soon as possible.

On a question from Mr. McNamara, the Ambassador commented briefly
on the Commonwealth meeting in London.

SB
June 13, 197"1



WORLD BANK / INTERNATIONAL FINANCE CORPORATION

OFFICE MEMORANDUM
TO: Mr. Robert S. McNamara, President DATE: June 9, 1977

FROM: Stanley Please, Director, EACPI

SUBJECT: TANZANIA - Request for a Meet g by Ambassador Bomani

1. Ambassador Paul Bomani of Tanzania has requested to have a
meeting with you to convey a personal message from President Nyerere.
He was not in a position to disclose to the staff the general content
of the message but indicated that it is of a personal nature and would
not require your immediate comment or decision.

2. Mr. Wapenhans visited Tanzania recently and had a fruitful
discussion with President Nyerere on a variety of subjects. Attached
herewith is a copy of the memorandum dated June 2 from Mr. Wapenhans to
you concerning his visit.

3. Since Ambassador Bomani has emphasized that President Nyerere's
message is personal, he may not wish to have Regional staff to accompany
him during the meeting and I will act accordingly unless you request
Regional representation. Please let me know the convenient time for you
to meet with Ambassador Bomani so that we can make the necessary
arrangements.

Attachment
PCLoh/SPlease/imn

cc: Mr. H. Adler



OFFICE MEMORANDUM
TO: Mr. Robert S. McNamara (Thru: Mr. J.B. Knapp) June 2, 1977

FROM Witti A. Wapenlans

S'JECT TANZANIA - Mission, May 6-12, 1977 and Meeting of the Consultative
Group for East Africa on Tanzania, May 23-25 1977

1. I visited Tanzania from May 6 to May 12. The timing of the
visit (my first) was opportune in that it enabled me to gather impres-
sions and exchange views with senior Government officials in advance
of the Meeting of the ConsuLtative Group on Tanzania which was held
Last week. Although my trip was short I was able to make a quick field
trip and obtain a glimpse of conditions in the ruraL sector at first-
hand. Some of the major issues which arose as weLL as some of my
impressions are summarized below.

GeneraL

2. Tanzania's overaLL commitment to development from the President
on down is very evident. Furthermore, the officiaLs whom I met displayed
a marked degree of pragmatism in the determination of the means to achieve
their goaLs. ALthough this fLexibility cLearly does not extend to aLL
Levels of the bureaucracy, there is a notable degree of awareness and
wiLLingness to discuss deveLopment problems at the higher Levels. For
exampLe, my meeting with the President consisted of an open and candid
exchange of views on a wide variety of current development issues facing
Tanzania.

3. I took the opportunity to raise with the President a number
of major issues which have arisen during the course of our project and
economic work. These included the threats to viLLagization imposed by
overcuLtivation and overgrazing and the consequent need to experiment
with sateLLite viLLages and other mechanisms designed to introduce better
rotationaL practices and to cultivate presently unused Land; the poor
coordination between the districts, regions and the central ministries
which is contributing to the present inadequacies in the delivery of
services to the viLLagers; the need to selectively Liberalize imports
to help increase current Low Levels of capacity utilization in the
industrial sector and the threats imposed by the current and planned
recourse to excessive deficit financing. The President responded to
most of these points. He acknowLedged the problems relating to over-
cultivation and overgrazing but noted that farmers, for the first time,
now appeared to be taking a serious interest in soil conservation. He
beLieved that the present system of cattLe herding by viLLagers would
not work and that a solution had to be found. WhiLe he was confident
that the new viLLagers wouLd produce enough food for themselves he was
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uncertain whether they would grow a sufficient surplus for the cities.
The President, therefore, underLined his concern to avoid Large urban

populationsand the need to keep the bulk of the people on the Land.
In this connection he noted that adequate producer prices and improved

access to rural services were essential. He agreed that imports

wouLd have to be Liberalized but noted that foreign exchange avaiL-

ability posed severe Limits. The President aLso acknowledged that,

in order to avoid rapid infLation which wouLd unsettle the population

and jeopardize incentive prices for agriculturaL production, there

was a need to avoid excessive deficit financing. He emphasized,
however, the pressing needs for maintenance and development expenditures

and the consequent need for Tanzania to walk a "budgetary tightrope."

He concluded by expressing his thanks for World Bank assistance noting

that whiLe the Bank was regarded in some quarters as a "conservative"

institution, it had fuLLy understood Tanzania's deveLopment goaLs and

problems.

East African Community

4. WhiLe the three Partner States seem to be as far away as

ever from taking mutuaLLy agreed and orderLy steps to reorganize the

Community it is apparent that the Tanzanian position with regard to

the EAC has moved somewhat over the Last few weeks. I was informed

that Tanzania is taking steps to uniLateraLLy estabLish independent

Tanzanian Corporations for both Harbours and RaiLways. It is expected

that LegisLation with respect to the new institutions wiLL be enacted

in JuLy. ALthough no formaL decisions appear to have yet been taken,

simiLar action with regard to telecommunications is also a distinct

possibility. It is Likely that Tanzania wiLL not "nationaLize" the

assets of the Community Corporations. Rather, it is expected that the

new "nationaL" corporations wiLL operate the assets of the EAC Corpo-

rations in Tanzania on behalf of, and under terms of agreement with,

a Public Receiver to whom these assets are being entrusted. (In

Light of these deveLopments it is LikeLy that Kenya wiLL also now

proceed to take de jure action to establish independent "Kenya"

corporations.) The Tanzanians have aLready made it cLear that they

wiLL request and expect Bank assistance for the new Tanzanian Corpora-

tions and we may expect similar requests from the Kenyan authorities.

Mr. JamaL, now Minister for Transport and Communications, also indi-

cated that he wouLd seek Bank staff assistance in conducting needed

transport studies, e.g., an evaLuation of the costs and benefits of

integrating the operation of Tazara with the East African raiLway

system including gauge standardization. If and when these requests

materiaLize it wiLL clearLy be most important that we are ready to

respond in a constructive and effective manner.
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5. While we have received assurances from both the Kenyan and
Tanzanian authorities that they will continue to honor their "share"
of the Community's debt service under the currently agreed arrange-
ments, we are uncertain as to what the Ugandans' response wiLL be.
The key to a satisfactory solution of the Uganda aspect obviously
rests with Kenya but the Tanzanian authorities appear most concerned
that developments in this area should not strain Bank-Tanzania reLa-
tions. I took the opportunity to re-emphasize to Minister Jamal both
Tanzania and Kenya's responsibility to come to suitable arrangements
with Uganda. I made it cLear that if these issues are Left unresoLved
a Ugandan default could possibly occur. In the event of such a default
I emphasized that we would have no hesitation in caLLing on the joint
and several guarantees from both Tanzania and Kenya. In this connec-
tion, however, I should note that Uganda is continuing to honor its
national and EAC debt obLigations to the Bank in a timely manner,
e.g., a debt service payment amounting to over $400,000 on Loan 279-UG
due on June 1, 1977 was received on May 24. These new developments
require that we again review our options with regard to the EAC and
in this connection I have instructed that a new position paper be
prepared for management review.

The Rural Sector

6. Tanzania has created a decentraLized Government structure
designed to be more responsive to the needs of the rural population
and to provide the basic development services. ALthough the presence
and involvement of Government officials at the viLLage and farm Level
is impressive, the apparent absence of field trials and backup services
designed to adapt standard packages to Local environments is disturb-
ing. The extension workers seem to view their task as one of dissemina-
tion of "bLanket" recommendations rather than one of adaptation. It
is not, therefore, surprising that farmers often rightly ignore their
advice. There is a clear need to focus on the development of the
necessary support services and to give these aspects closer attention
in our Lending program. I was also struck by the apparent high prio-
rity given to social infrastructure -- water, housing, education --
by settlers in the new viLLages. By contrast, many obvious production
possibilities were not being expLoited by the viLLages even though
some of them had the capability -- tractors -- to do so. It was
expLained to me that there were significant regional contrasts in
social attitudes and priorities in Tanzania and also that viLLages
could be expected to turn their attention towards expanding their
production surplus once the "desired" infrastructure has been established.
The rapid achievement of this transition is cLearly important if Tanzania
is to accomplish its production goaLs; I remain unconvinced, however,
that this process is fuLLy understood.
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Overcommitment

7. It is difficuLt to avoid the impression that Tanzania has
been overcommitting itseLf both in terms of manpower and financial
resources. This overcommitment is reflected in an increasing
recourse to deficit financing, a deterioration in the enforcement
of fiscaL controL by the Treasury and a continuing rapid rate of
inflation (aLthough the rate has been reduced from about 30% in
1974 it is stiLL running at about 15 to 20% per annum). These
increasing fiscal constraints are resulting in project implementation
problems and insufficient provision for the operation and maintenance
of past investments. The Minister for Finance is fuLLy aware of the
dangers of aLLowing the current situation to continue and is attempt-
ing to reestablish Treasury controL. It is apparent, however, that
his efforts wiLL require some time to take effect. His task is

particuLarLy difficult as it was cLear from my discussions with the
President that he is stiLL not personaLLy convinced of the difficuLties
and problems created by an excessive recourse to deficit financing.

2Ert LiberaLization and Program Lending

8. Excessive import controls are a prime cause of Tanzania's
disappointing rate of capacity utilization, particuLarLy in the

industrial and transport sectors. You wiLL recaLL that the need for

import LiberaLization was one of the major justifications of the

recently approved Program Credit. Given the increased external re-

sources now available to Tanzania, particularly following favorable
movement in coffee prices, the Government is now, after some hesita-
tion, finaLLy embarking on an import LiberaLization program. In this

connection the Minister for Finance reconfirmed his intention to go to
the IMF for the required additional resources. Once they have obtained

Fund support, it is cLear however, that, if and when additional baLance

of payments support is needed, the Minister again intends to approach

the Bank. I took the opportunity to restate our policies relating to

program Lending to the Minister. I explained that it was absolutely
essential that Tanzania avail itself of resources availabLe from the

IMF before we could even consider any further program support. Although
it is now cLear that the Tanzanian authorities fuLLy appreciate our

position in this regard, I fear that in view of the difficuLties

relating to "overcommitment" Tanzania may find it difficult to Live

within the ceiLings which wouLd form an integral part of any agree-
ment with IMF.

Project ImpLementation and Design

9. WhiLe Tanzania's impLementation performance is about average

for the Eastern Africa Region and whiLe the progress of some of the
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"modern" sector projects has been quite encouraging, implementation
of ruraL projects aimed at the smaLL farmers continues to be sLower
than anticipated. Despite the Government's concern and President
Nyerere's personaL interest in these matters, it is clear that impLe-

mentation problems wiLL continue to be a fact of Life in these difficult
and crucial sectors. We have taken steps to make our projections of

project execution and disbursements more reaListic; however, I am

concerned that we stiLL need to do more in this regard if we are to

avoid overcommitment of funds to projects which, although having high

priority, wiLL be inevitably sLow to impLement. Furthermore, white

we have taken steps to design more flexibLe projects and to make them

consistent with the Government's decentraLized structure, I am not

sure that we have aLways accomplished this objective in practice.

For example, it is apparent that certain procedures reLating to the

National Maize Project (Credit 606-TA) have resulted in neither the

CentraL Government nor the Regions feeling responsible for certain

aspects of the program with consequent detrementat effects on impLe-

mentation. I intend to give these organizational issues greater atten-

tion in future appraisaLs and supervisions as weLL as to continue to be

prepared to adjust projects during impLementation if and when it becomes

apparent that they are not fuLLy consistent with the Government's

development structure.

Bank Ex2o sure and the Press

10. It is abundantLy apparent that the Bank is operating in a
highly exposed environment in Tanzania. In terms of commitments we

are currently the Largest donor accounting for about 30% of Tanzania's

totaL externaL assistance. It is difficult to find a sector or region
in which the Bank is not involved in some shape or form. Furthermore,
we have maintained an intensive and inevitabLy visible diaLogue with

the Government over a wide range of poLicy issues. Although it is

cLear that our assistance is sought, valued and respected by the

poLicy makers and the bulk of the bureaucracy, our exposed position

cLearLy renders the Bank vuLnerable to misinterpretation both within

and outside Tanzania. I took steps, during my mission, to meet

representatives of the Tanzanian media. I also took the opportunity

to sign the Credit documents for the recently approved Tabora Rural

Development Project in Dar es SaLaam, an event which was weLL covered

by the Local press. I was struck, however, by the generaL Lack of

knowledge on the part of the Local press both on the overaLL role and

functions of the Bank as weLL as on our specific operations in Tanzania.

In an attempt to reduce misunderstandings in the future I intend to

explore ways and means in which we can improve Local media knowledge

and coverage of our operations.
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Aid Coordination and the Consultative Group

11. The Minister for Transport and Communications, Mr. JamaL,
Led the Tanzanian deLegation to the ConsuLtative Group Meeting
because the Finance Minister was unabLe to come at the Last minute
because the President had asked him to remain in Dar for cruciaL
budget discussions. A major reason for hoLding the meeting at this
time was to enabLe the Tanzanians to get donor reactions to the pre-
Liminary resource projections for the Third Five-Year PLan to be
pubLished Later this year. The Bank staff feLt these projections
were far too optimistic (paragraph 7 above) and the Bank statement
stressed this assessment as weLL as expressing our more generaL concern
about overcommitment. Minister JamaL was defensive on both these
points, but uLtimately he acknowLedged the need to take a closer Look
at projections and spending plans. Most of the other donors shared
the Bank's concern about overcommitment. Bringing these issues
forcefuLLy to the attention of the Tanzanian Government was probably
the most productive part of the CG meeting. Based on discussions at
this meeting and with the Finance Minister in Tanzania, I believe that
the Treasury now appreciates the dangers of overcommitment. However,
as indicated in paragraph 7 above, it is apparent that this is
primariLy a political rather than a technicaL probLem and it may be
two or three years before Treasury regains fuLL control of spending.
The CG meeting shouLd, however, help to hasten this process as word
spreads of our concern and that of other donors.

12. The Government's projections presented to the meeting
anticipated an increase in project aid disbursements of about 7.2%
per annum in reaL terms over the current base of about $240 miLLion
per annum. ALthough this target may be regarded as optimistic, we
had concluded in advance of the meeting that, considering previous
donor performance and the emergence of new aid sources, the figure
was reaListic. The general thrust of the members' statements at
the meeting confirmed that the assumptions concerning assistance in
the PLan framework should prove to be within reach. These projections,
however, are excLusive of possible requirements for baLance of payments
assistance. In the absence of favorable movements in Tanzania's terms
of trade, the need for program aid is LikeLy to remain substantial in
the medium term. In the event that such assistance cannot be secured
and since the adverse production effects of reintroducing import
restrictions couLd be severe, Tanzania may have to explore the
possibiLity of diverting some project aid with a consequent cut in

its investment program.

13. Most of the remaining pLenary discussion at the CG deaLt
with issues of aid management and coordination, with donors raising
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their main concerns and responding to Tanzanian proposals for
improved coordination. A fuLL day was devoted to biLateral
discussions between the Tanzanian and donor delegations and
between the Bank and other donors. This was an innovation adopted
at the last CG meeting with Tanzania two years ago and expanded
this year at donors' and Government's request.
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OFFICE MEMORANDUM
T,D Fi les Auqust 5, T977

W, A. ,,Ia ha s

SUBJECI TANZANIIA !'. etinq ,jlth President flycrere

1. On August 4, at l,:00 p(r, Mr. McNamara called on President Nyerere
at Blair House on the occasion of the latter's visit to the United States.
The discussion centered mainly on aspects of the North/South dialogue and
on the importance of leaders such as President Nyerere and Mr. McNamara
speaking out on the issues of povertv, development and international trade,
Mr. McNamara compli---rited President Nyerere on the example he is settinq
not only for his o n -,eople but for the developing world qenerally. He
stressed the ir,1r1,-,rt,ir,,-,1, of growth with er ' u'ity, self-reliance and austerity
in f3overnment, whic' were all embodied in the philosophy President Nyerere
J-d enunciated some ten years ago. President Myerere responded by stressinq
t!-i -t the clear articulation of objectives was important but that progress was
rcvertheless slow and that Tanzania still had a Iona way to oo. He did feel,
hr, ,,ever, that the Tanzanian people understood thE reed for change and austerity
since, even with tax levels approaching 50%, of income, his Government con-
tinued to enjoy their

2. The discussion then turned to the Brandt Commission. Mr, McNamara
stated that the various international confereirces, UN snecial sessions, the
UNCTAD conference in ! ,-Jrobi, and the CIEC i-ee-tinn in Paris, had not furthered
the North/South dl -Ir,ouc, sufficlently and thai. what is needed is a dialogue
based on a much bru,.-d r and lcn-E r vision which could engender broad public
support. It was, t1hercfore, ver,1, important that men of President Nyerere's
moral stature gave SUDiport to such initiatives as the Brandt Commission and
make available for its work Such truF,t,--d advisers as Minlister JaF',_11. In
this context, he thanked President ",;Erere for the letter of Fupport he- had
received only very recently and th,- of which he had pas ,C ' on to
Ir. Brandt. He then asked President yerere that he instruct his Ambassador
to the UN to support this initiative with hll, colleaques from developinq
countries at the UN. He thought that this 1,liportant in prenaration for
Mr. Brandt's visit to the UN 'in the fall. Fresident Nyerere responded by
saying that equally important was support fir-)i- leaders of the developed
countries. He encouraged Mr. McNamara to continue to alert tile world to
the problems of development, as he had done so effectively since he came
to the World Bank.

3. President Nyerere thanked Mr. for the support that the Bank
is giving to Tanzania. lie felt that there was a frank but constructive dis-
cussion between his associates and the Bank, staff. While there was no dis-
agreement on the ob'ectives, difference of view as tn how to achieve them
would continue to require such discussions.

cc: Mr. Office
Mr.
Mr.

WAWapenhans - rs
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!EMBERS OF THE OFFICIAL TANZANIAN PARTY

Mwalimu Julius K. Nyerere
President of the United Republic
of Tanzania

The Honorable Benjamin Mkapa
Minister of Foreign Affairs

The Honorable John C. Malecela
Minister of Agriculture

Mr. Anthony Nyakyi
Principal Secretary for the Ministry
of Foreign Affairs

His Excellency Paul Bomani
Ambassador of the United Republic

of Tanzania to the United States

Captain Joseph Butiku
Private Secretary to the President

Mr. A. B. Suedi
Chief of Protocol

Professor J. D. Rweyemamu
Econoz.ic Advisor to the President

Professor W. Makene -
Personal Physician to the President

Mrs. Martha Bulengo
Director of the Community Development
Trust Fund

Mr. David Simbeye
Chief Staff Officer

Lt. Col. Salum Boma
Aide-de-Camp to the President
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MEMBERS OF THE ACCOMPANYING TANZANIAN PARTY

Mr. Herbert Lyimo
Counselor (Political Affairs), Embassy
of the United Republic of Tanzania

Mr. Paul Sozigwa
Director of Broadcasting Services

Mr. Samy Mdee
Press Secretary to the President

Miss Joan Wicken
Personal Secretary to the President

Mr. Fred Mwangota, Staff Officer

Mr. Daniel Ndosi, Staff Officer

Mr. Omar Mwangosongo, Staff Officer

Mr. R. Mkanzabi, Staff Officer

Mr. S. Mohamed, Staff Officer

Mr. E. Shayo, Staff Officer

Mr. Geoffrey Wandiba, Staff Officer

Mr. Aballah Mzee
Personal Assistant to the President

Mr. Henry Isike
Official Photographer

Mr. Mbegu Said Malipulla
Second Secretary (Information),
Embassy of the United Republic of
Tanzania

Mr. Katakweba
Protocol Officer
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Julius Kambarage NYERERE TANZANIA
(Phonetic: nyuhRAIRee)

President
(since April 1964)

Addressed as:
Mr. President

Julius Nyerere, or
MwaZimu (teacher) as he
is known to his people,
was the founder of his
country's independence
movement and has been
Tanzania's only President.
Under the aegis of his
motto of "socialism and
self-reliance," Tanzania
has moved toward the collective, egalitarian,
socially committed society that he seeks. In
international affairs, President Nyerere has been
a champion of African unity, an active leader of
the nonaligned world, and a committed promoter of
majority rule in southern Africa through a nego-
tiated settlement rather than an armed struggle.

Nyerere was born in 1923 in Butiama, a small
village near Lake Victoria that he still considers
home. After 2 years at Makerere College in Uganda,
he returned home to become a history and biology
teacher at a Catholic secondary school. He later
studied history and economics at Edinburgh Univer-
sity, returning to Dar es Salaam and to secondary
teaching in 1952.

In 1953 Nyerere entered politics as president
of the 25-year-old Tanganyikan African Association.
He led Tanganyika to independence in December 1961
and a year later was elected his country's first
President. In 1964 he arranged the union with the
island of Zanzibar that created the United Republic
of Tanzania.

Nyerere is a Roman Catholic. He and his
wife, Maria, have seven children. He speaks
excellent English.

CR M 77-13492
25 July 1977



Benjamin MKAPA TANZANIA
(Phonetic: mKAHpa)

Minister of Foreign
Affairs (since February
1977)

Addressed as:
Mr. Minister

A journalist by pro-
fession, Benjamin Mkapa
was President Julius
Nyerere's press secretary .
during 1974-76. He then
served for 4 months as
Tanzanian High Commis-
sioner to Nigeria, with
concurrent accreditation
to Ghana, before he returned to Dar es Salaam to
enter the Cabinet.

Mkapa was educated at St. Francis College in
Dar es Salaam (1955-56) and holds a B.A. degree
(with honors) from Makerere University in Uganda.
He took the Carnegie course for diplomats at
Columbia University during 1962-63 and a journalism
course in the United Kingdom during 1965-66.

In 1966 Mkapa became editor of The NationaZist
(English) and Vhurnu (Swahili). In 1972 he became
editor of The Daily, a government-run newspaper
that was created by the merger of The NationaZist
and The Standard; Uhurn was assigned to another
editor. Mkapa became presidential press secretary
in July 1974. At the end of that stint he served
for 4 months as director of the Tanzanian News
Agency and then was posted to Nigeria.

Mkapa, 38, is married and has two children.
He speaks excellent English.

CR M 77-13488
21 July 1977



John William Samuel MALECELA TANZANIA
(Phonetic: mahlehCHEHlah)

Minister for Agriculture
(since November 1975)

Addressed as:
Mr. Minister

John Malecela, one
of Tanzania's leading
administrators, has held
a variety of important
posts in Dar es Salaam
and abroad. During
1964-68 he was his coun-
try's Permanent Represen-
tative to the United
Nations; he chaired the
UN Committee on Decoloni-
zation during 1966-67 and was Vice President of
the UN General Assembly in 1967. Malecela has
served in the Cabinet since 1972, first as Foreign
Minister (1972-75) and then as Agriculture Minister.

Malecela holds a bachelor's degree in commerce
from the University of Bombay and has studied
administration at Cambridge University. He was in
the civil service of Tanganyika (now Tanzania)
during 1960-61. Posted to Washington as consul
early the next year, he served concurrently as
third secretary at the Tanganyikan Mission to the
United Nations until he was promoted to Permanent
Representative in 1964. After his UN tour, Malecela
was Ambassador to Ethiopia (1968-69) and Minister
for Finance and Administration in the East African
Community (1970-72).

The Minister has represented his country at
several conferences of the Organization of African
Unity, and among his numerous trips abroad have
been visits to China, Australia and New Zealand.
Malecela, 43, is married; his wife, Ezerina, is a
former schoolteacher. The couple has a son and a
daughter. The Minister speaks English. He is an
Anglican.

CR M 77-13486
22 July 1977



Anthony B. NYAKYI TANZANIA
(Phonetic: nYAKyee)

Principal Secretary,
Ministry of Foreign
Affairs (since February
1972)

Addressed as:
Mr. Nyakyi

A young (41) career
diplomat, Anthony Nyakyi
currently holds the top
civil service post in
the Ministry of Foreign
Affairs. He has served
as Ambassador to the
Netherlands (1968-70) and
to West Germany (1970-72),
with concurrent accreditation to the Vatican and
Romania (1971-72).

Nyakyi earned a B.A. degree from Makerere
University in Uganda in 1962. He then joined the
government as a district officer and toward the end
of the year was transferred to the Ministry of
Education. In 1963 he moved to the Ministry of
Foreign Affairs and became the principal assistant
secretary in charge of the Political Division; as
such he was the direct supervisor of all the Minis-
try's geographic desks. He has attended several
ministerial meetings of the Organization of African
Unity and has attended the UN General Assembly
twice, in 1970 for the 25th anniversary session and
again in 1974.

CR M 77-13490
22 July 1977



Paul Lazaro BOMANI TANZANIA
(Phonetic: bohMAHNee)

Ambassador to the United
States (since October 1972)

Addressed as:
Mr. Ambassador

A successful business-
man before entering govern-
ment service, Paul Bomani
served in the Cabinet for
12 years, proving to be
one of his country's most
competent and capable admin-
istrators; and now, in his
first foreign post, he has
become a highly respected
diplomat. He is an active representative of
Tanzania and has traveled extensively in this
country, meeting with various American groups.

The son of a Protestant minister, Bomani was
born on 1 January 1925. During the 1950's he was
active in the formation of cotton cooperatives. He
has been a member of President Julius Nyerere's
Cabinets since 1960: He has held the portfolios of
Agriculture and Cooperatives (1960-62), Finance
(1962-65), Economic Affairs and Development Planning
(1965-70), and Commerce and Industry (1970-72). He
also served from 1967 to 1970 as a Governor of the
World Bank. As a Cabinet official, Bomani traveled
extensively in both Eastern and Western Europe and
also visited China, North Korea and Japan.

Bomani and his wife, Hildegard (Hilda), have
several children. They both speak English fluently.
Bomani is a Roman Catholic.

CR M 77-13485
22 July 1977



Justinian Ferdinand RWEYEMAMU TANZANIA
(Phonetic: rehyeeMAHmoo)

Personal Assistant to the
President; Secretary to
the Cabinet Economic Com-
mittee (since November
1975)

Addressed as:
Dr. Rweyemamu

Dr. Justinian Rweye-
mamu received his advanced
education in the United
States during the 1960's:
He earned a B.A. degree
from Fordham University
in New York and an M.A.
degree and a Ph. D. (eco-
nomics) from Harvard University under the sponsor-
ship of the Rockefeller Foundation. He visited
this country again in September 1975 as a member of
the Tanzanian delegation to the annual meetings of
the International Monetary Fund-International Bank
for Reconstruction and Development. At that time
he was Principal Secretary--the top civil servant--
in the Ministry of Economic Affairs and Development
Planning.

Before he came to the United States, Rweyemamu
received his secondary education in Tanzania.
Returning home in the late 1960's, he joined the
staff of the University of Dar es Salaam as a
lecturer; he was appointed dean of the Faculty of
Arts and Social Sciences in 1970 and became head of
the Economics Department in 1971. He became Principal
Secretary in the Economic Affairs Ministry in June
1974 and held that post until he assumed his current
positions.

Rweyemamu, who is 34 years old, is married. He
is a Roman Catholic.

CR M 77-13493
22 July 1977



Joan WICKEN TANZANIA/UNITED KINGDOM

Personal Assistant to the
President (since about 1961)

Addressed as:
Miss Wicken

A close associate of President Julius Nyerere,
British-born Joan Wicken has served as his personal
assistant since Tanzania gained its independence in
the early 1960's. She first met him during a 6-
month tour of Africa in 1957. A former assistant
commonwealth officer of the British Labor Party,
Wicken worked for the African Educational Trust in
London until 1960; then she left to take the post
of secretary to the Board of Trustees of the Tangan-
yika (now Tanzania) Educational Trust and to work
on the plans for organizing Kivukoni College in Dar
es Salaam.

The daughter of a trade union official, Wicken
was born about 1928 and grew up in London. She
served in the army during World War II and then
earned a B.A. degree in philosophy, politics and
economics from Oxford University in 1953. She
speaks Swahili.

CR M 77-13494
22 July 1977



OFFICE MEM( I'lDZO
TO Mr. Robert S. McNqDa'ra / July 28, 1977

L W. A. \4apen- I,lns

T TANZANIA - Presdent Nyerere's Visit to Uashington CONFIDENTIAL

I. Your meetina with President Nyerere is scheduled to begin at the
Blair House between 4:00 and 6:00 pm on Aunust 4, 1977. I intend to be pre-
sent unless you prefer to speak to President Nyerere alone. President Nyerere
is visiting Canada, the U.S. and Jamaica during the first two weeks of August
to discuss bilateral relations, the ''New Economic Order'1 and the liberation
movement in Southern Africa. He is scheduled to make a major statement on
'Human Rights and Liberalization' at Howard University, where he is receiving
an honorary degree on August 5. 1 assume that in your conversation with
President Nyerere you will wish to focus primarily on broad developmental
concerns, including the Brandt Commission and the North/South dialogue. This
memorandum briefly summarizes (i) the Tanzanian country issues inclujing EAC,
some of which you could usefully raise with the President should a suitable
opportunity arise; (ii) the Southern Africa situation to the extent we pre-
sently know it; and (Iii) a memorandum on the North/South discussion and the
Brandt Commission prepared by William Clark (Annex 1).

2. Although we have no pressina issues which require urgent high level
attention at this time, I feel that it would be appropriate if you could refer
to our current concerns relating to () over-commitment; (ii) project inmple-
mentation; and (iii) the future of the EAC, in your discussion with the
President.

Tanzania

3. Status of Relations: In recoonition of Tanzania's poverty and its
strong commitment to development and social equity, Tanzania has for some time
now been the beneficiary of an active lending proaram with the Bank Group.
Our annual level of lending is presently averaging about $90.0 million for
six operations. The currently approved IBRD/iDA Five-Year Lending Program
(attached as Annex II) amounts to about $600.0 million (including Tanzania's
share of the EAC Program), about one-third of which is expected to be IBRD.
During recent years, a constructive dialogue has developed between the Bank
and Tanzania: our advice is both sought and respected. In no small part has
this been a direct result of President Nyerere's close interest in the Bank's
program. For example, he has been known to have read and made detailed com-
ments on several of the Bank-supported rural development projects as well as
our economic memoranda. Also, media responses in Tanzania have beaun to be
more balanced since efforts were made at more detailed press briefings on the
Bank and its role in Tanzania.

4. Recent Economic Developments: You may recall that two years ago
Tanzania was in the midst of a severe economic crisis. In common with many
other countries, Tanzania was hard hit by the adverse economic conditions in
the world economy. In addition, Tanzanta was suffering from the effects of a
prolonged drought and from temporary dislocation following basic institutional
and sociological reforms designed especially to improve the long-term prospects
for the development of rural areas. In the past two years, however, Tanzania
has made reasonable progress. Agricultural produckon in many areas has im-

proved, The rise in coffee prices has also produced considerable relief in
the Balance of Payments.
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5. It is evident, however, that full recovery will indeed Le a
lengthy and difficult process. The short-term needs of crises management
now appears to have given way to the needs of carefully designed policies
to put the economy on to a sustainable long-term path of develonment. For
example, the Government decisions to apply strict employment and wae pol-
icies, reduce subsidies, and apoly stern tax measures, as well as the most
recent attack on the problems of parastatal inefficiencies, have combined
to ease the tight budgetary situation and reduce the recourse to the dom-
estic banking system. These stern measures, however, need careful moni-
toring and follow-up if the country's scarce resources are to be applied
continuously in an efficient manner.

6. Overcommitment: The overcommitment in Tanzania of both financial
and human resources nay perhans be the ist serious problem facing the c6untry
at present. While this certainly reflects Nyerere's desire to stretch and
challenge the economy to greater efforts, we now believe the long-run effect
may be to retard and distort economic growth. The implementation of_too
large a number of projects has led to underfinancing, too thin a spread of
capable Tanzanian manpower, an over-emphasis on projects sponsored by "strong
Ministries" or with identified external financing, a bias in favor of the
more complex, integrated lone gestation projects, and finally a starvation of
funds for operations and maintenance expenditures. These developments have
plagued project implementation in Tanzania. The aqcireqate effect may well
be a lower rate of growth than otherwise attainable. In addition, the deficit
financing accompanying this overcommitment has led to a rate of monetary expan-
sion in excess of what is justified on the basis of real production growth and,
therefore, to demand inflation with all the distortions that implies. Probably
the most disturbing result of this continuing inflation (at present over 10 per
cent per annum) is that it threatens to erode the incentives created by the in-
creases in agricultural oroducer prices enacted in recent years.

7. The overcommitment problem constituted the central focus of both my
discussions with President Nyerere durino my May visit to Tanzania and the
meeting of the Consultative Group on Tanzania held in Paris later that month.
The Minister of Finance (as well as several other senior officials) is fully
aware of the dangers of allowing the current situation to continue and he is
attempting to re-establish Treasury control. For 1976/77, the Government
borrowings have remained within the IMF ceilino. In his recent budget pre-
sentation, the Minister of Finance explicitly addressed these points and pro-
mised much more conservative fiscal and monetary policies. He also outlined
measures for import liberalization. It is apparent, however, that these
efforts will take some time to take effect. Furthermore, as was clear from
my discussion with President Nyerere last May, the Minister's task is made
particularly difficult by the fact that the President is still not personally
convinced of the difficulties and problems created by an excessive recourse
to deficit financing. Although it is clearly necessary for Tanzania to "run
while the others walk", President NVerere may have pushed too far in this direc-
tion.
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8. Project Implementation: Our concerns and activities in regard
to project implementation were extensively reviewed in my July 14 memorandum
to you on that subject (attached as Annex 111). You may, if a suitable oppor-
tunity arises, wish to emphasize our particular concern over the problems of
implementing projects in the rural areas and the fact that we are establishing

a special monthly review procedure. It would, of course, be very useful if
the President were to maintain a personal interest in matters of project
implementation. He addressed this problem specifically in his address at
the occasion of the 10th anniversary of the Arusha Declaration.

9. East African Community: I have detailed the latest developments
of the EAC in my July 27 memorandum (attached as Annex IV). With President
Nyerere it may be useful to emphasize that:

(a) while the Bank is prepared to disburse on outstanding [AC
loans and sympathetically consider the needs of the new
national entities, appropriate attention must be paid
to how the assets and liabilities of the EAC corporations
are handled, including arrangements for meeting debt ob-
ligations; and

(b) Uganda is particularly hard hit by the elimination of EAC
services. Therefore, the provision of appropriate ser-
vices to Uganda will be an important factor in its wil-
lingness and ability to meet its EAC obligations (thereby
determining whether the joint and several guarantee pro-
vision will ever need to be enforced).

Most recently there have been reports on political voices in Kenya and Zambia
calling for a larger East African Community. This may well be, however, a
diversionary move of little or no consequence.

Developments in Southern Africa

10. President Nyerere is likely to touch on the developments in
Southern Africa. Several aspects might come up in your discussions. The
following paragraphs summarize our present position.

11. Rhodesia: The Bank at present has no operations in Rhodesia. Debt
service on account of Rhodesia's obligations under our Kariba Power Project is
being paid regularly by the U.K. as the guarantor. As for the future, it is
very difficult to assess prospects. By dissolving his Government on July 19
and calling for general elections on August 31 (on the old legal basis under
which only 10,000 out of 3.6 million Blacks have the franchise), Prime Minister
fan Smith has, in effect, rejected the Analo-Anerican proposal which called for
early transfer of power to a majority Government and one man, one vote elections.
Not surprisingly, the more moderate Black leaders, Muzorewa and Sithole, have
also said that they would accept nothing less than a one man, one vote solution,
and will not cooperate with Smith in the 'internal'' solution envisaged by him.
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12. Despite growing political isolation from its neighbors, Rhodesia
continues to provide some vital services to them, disruption of which would
have adverse effects on several of our member countries, and even some of
our projects:

(a) Much of Zaire's coal/coke and food grains used in the
Shaba Province originate in Rhodesia;

(b) A substantial part of Zaire's copper (10-252) and other
mineral exports, as well as of its imports, is pre-
sently routed through Rhodesia. TAZARA is handling a
growing volume of Zaire's export traffic, but as long
as the Lobito line through Angola is closed, the route
through Rhodesia remains vital;

(c) Although Zambia has officially closed its borders with
Rhodesia, some essential imports for the copper mining
industry continue to move by road through Rhodesia;

(d) Zambia and Rhodesia continue to cooperate, through the
Central African Power Corporation, in the generation
and exchange of electric power. Since the commissioning
last May of the last of four units in the Bank-financed
Kariba-North Bank power station on the Zambezi River, the
net flow of power is from Zambia to Rhodesia, but there
are periods when power generated in Rhodesia is needed in
Zambia as well:

(e) Rhodesia Railways operates a railway line from Bulawayo
through Botswana to the Republic of South Africa, which
also provides essential transport services within Botswana
and between Botswana and South Africa.

13. We have carried out a preliminary desk study of the economic situation
and prospects. The 1975 GNP per capita estimate is $540. A military solution to
the present conflict - which cannot be excluded - would lead to disruptions of
the economy, most likely a large exodus of Whites, and a predictable sharp drop
in GNP. As things stand at present, education, training, agriculture including
most probably redistribution of land and resettlement, and public administration
are first among the needs on which the Bank Group and other donors would have
to concentrate in any future development assistance effort. Massive technical
assistance is likely to be required for some time after independence to maintain
services and industrial activities. Of course, a serious military confrontation
could lead to a much more drastic deterioration of the near-term prospects for
Zimbabwe.

14. Zimbabwe Development Fund: In November and December 1976, the United
States Department of State informally informed the Bank of a joint U.S./U.K.
proposal for a Zimbabwe Development Fund. The purpose of the Fund would be to



Mr. Robert S. McNamara -5 July 28, 1977

assist the new Government of Zimbabwe to promote "(i) balanced economic
and social development in Zimbabwe; (ii) rapid expansion of economic
opportunities for and skills of the African majority; (lii) basic economic
security for all sections of the population so that they might continue to
contribute their skills and enthusiasm to the development of the country'.

15. We understand that the proposal was circulated, in late December,
to eighteen Governments and institutions and was also discussed with the

four principal leaders of the Black Rhodesian population. The Bank was in-

formally asked to consider whether it would be prepared to administer the
Development Fund. Such a task would require substantial staff input (for
which we should demand reimbursement from the Fund). It would also raise
a number of procedural questions, such as the responsibilities of the Bank's
Executive Directors as compared to those of an independent Development Fund

Board. A most sensitive issue for the Bank Group would be how it could be

assured that the bulk of the proceeds of such a Fund would benefit (and be

seen to benefit) the Black population of Zimbabwe, rather than to buy out
the departing White settler/owners, though the proposal apparently makes
no specific provisions for compensation.

16. When the Geneva Conference broke down in January, the proposal
for the Zimbabwe Development Fund was apparently shelved. About two to
three weeks ago, further discussions seem to have taken place on the
Development Fund proposal between major possible contributors, I would
assume, however, that, with the recent break-down of negotiations between
Rhodesia and the U.K./U.S., the proposal once again remains in abeyance.

17. Mozambique: Despite immense economic problems of a nature in
which the Bank Group could be of assistance, Mozambique has not yet applied
for membership in the Fund or the Bank Group. There have been several con-
tacts by Bank and Fund staff with Government officials. Michael Wiehen,
in March 1975, visited Mozambique for intensive discussions and met also
in Dar-es-Salaam with the FRELIMO Vice President, Marcelino dos Santos,
who now is Vice President of Mozambique and Minister for Economic Development
and Planning. Very recently, the National Director of the International
Cooperation Directorate, Ministry of Development and Economic Planning,
approached the UNDP Resident Representative in Maputo with a request for
further information regarding membership in the Bank Group, which we have
provided.

18. I believe that Mozambique would have no philosophical difficulty
in joining the Bank Group. However, they seem to consider membership in
the Fund as more problematic. The reservations apparently stem both from a
lack of understanding (due to most severe staff shortages in the Government)
and philosophical problems advanced by several Marxists in the Government.
There is, however, no indicaticn that these are shared by President
Samora Machel. We have had a number of indications during the last month
or two from various quarters in the Eastern Africa Region that Mozambique
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may soon be ready to act on its membership application. You may wish to
ask President Nyerere to provide some encouragement to the Mozambicans
for such a move. President Nyerere would be an excellent interlocutor
for demonstrating to the Mozambican Government that we can be of assistance
irrespective of the political philosophy prevalent in a country. The
Secretary-General of the U.N., in response to a Security Council Resolution
(411 of May 25), is dispatching a mission to Mozambique to determine 'financial,
technical and material needs''. He has advised the Rank that he will communicate
with us again after the return of this mission.

19. Namibia: We are presently not in a position to prepare for any
activity in Namibia, except for some desk studies. However, we are providing
modest assistance to the Namibia Institute located in Lusaka. This institute
was created by the United Nations in 1974; it carries out research and trains
Namibians for organizing and administering a Government after independence.
The EDI provides teaching materials and the Namibia Institute's Assistant
Director very recently spent two weeks at EDI.

20. Lesotho and Botswana. Following creation last year of the Transkei
Bantustan, Lesotho appealed to the U.N. for special help because of serious
difficulties arising from the closing of certain border posts. Botswana also
appealed to the U.N. because of the 'dangerous situation'' created by Rhodesian
actions along its borders. In response, the Security Council requested U.N.
members and organizations to step up economic assistance to both countries.
The Secretary-General designated Mr. Abdulrahim Farah, Assistant Secretary-
General for Special Political Questions, to coordinate U.N. actions and in
January dispatched a mission to both countries, headed by Farah. The mission
members were extensively briefed in the Bank before their departure and we
provided a transport economist for the Lesotho portion of the mission. On a
per capita per annum basis, the Bank Group's lending programs in these countries
in Southern Africa are among the highest in the Bank Group. Our present programs
are consistent with the priority needs, as determined by the Farah mission.
Mr. Cheysson of the European Economic Commission has also been in touch with us
regarding the possibilities for Botswana to assume responsibility for that part
of the Rhodesian Railways operating within the former's borders.

21. Transkei: In January 1976, two senior officials of the Transkei,
accompanied by South African representatives in Washington, visited the Bank
to enquire about membership procedures and Bank operational activities in the
Transkei prior to independence and membership. We indicated that membership
had to be approved by the Governors of the Bank and that any operational activity
prior to membership would be very difficult. There have been no further contacts
since then. The Transkei became formally independent on October 26, 1976. The
Organization of African States took a formal decision that no member country
would recognize the Transkei. To the best of my knowledge, only a handful of
small countries, such as Taiwan, have recognized it.

22. Angola: There have been no contacts between Bank staff and the
Government of Angola. Internal dissent appears to be on the rise and the
present preoccupation seems to be with the establishment of internal control
and political stability.
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23. Overall, I believe that progress towards a resolution of the
Rhodesia problem is precedent to further concrete developments regarding
Bank membership of Mozambique and Angola. President Nyerere may well
enquire about a more activist stance on the part of the Bank during the
interim, especially with regard to economic work and technical assistance
to Mozambique. Once a membership application is pending, we should be
willing to respond constructively. The U.N. General Assembly Resolution
31/145 of December 17, 1976, called for a soecial International Conference
in support of Zimbabwe and Naiibia. The organizing committee for the con-
ference included Tanzania as a member; in its report, the committee asked
for Bank participation in the conference. The conference took place in
Maputo May 16-22; however, we declined the invitation since we did not
feel that we could have made a meaningful contribution in the absence of
progress towards resolution of the political issues.

Attachments

cc: Mr. Knapp
Mr. Please
Mr. Wiehen

WAWapenhans:rs



ANNEX I
'WVOpRLD ArK . NRJATIONAL INANCE C.PORATON

OFFICE MEMORANDUM
1 Mr. W. i'aponhans July 26, 1977

F1<William Clark rxt

J Nyerere's Visit to Mr. McNamara

One topic that Nyerere may wish to raise with
Mr. McNamara is the Brandt Commission. You will recall that we had
messages through Hansen that Nyerere was favourably disposed to the
original concept. But he delayed any public 1ronouncement till he
knew more about its terms of reference and its composition.

T had a conversation with Amir Jamal in London in June
in which he said that he hoped the Commission would study the
obligations of both rich and poor countries to development. In
particular he referred to the need to examine the distribution of income
in LDCs, with the objective of helping the poorest.

I know that Brandt has written to Jamal asking him
if he is prepared to be a Commissioner, but had not received a reply
when he went off on holiday.

It would be useful if President Nyerere could be told
more about the objectives of the Commission, urged to support it
by a message to Brandt and also by making what inputs he could
publicly or privately (or through Jamal) while the Commission meets.
Apart from his substantive contributions, it is important that
Nyerere's seal of approval is knomato the radical Third World -
including his Ambassador to the U.N. and his High Commissioner in
London (whose critical speech about the Bank shows some need of
education).

IADClark; sf
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WORLD SANK INTERNATIONAL FINANCE CORPORATION

OFFICE MEMORANDUM
T& Records DATE October 25, 1978

FROM, Bengt G. Sandber t ` ivision Chief, EACP1

SUBJECT.- Mr. McNamjqxa s Meeting with the Tanzania DeleSation

Mr. McNamara met with the Minister of Finance of Tanzania, Fr.
Mtei, on Friday, September 22, 1978. Messrs. Bomani, Tanzania's Ambassa-

dor to the United States, Thahane, Stern, Wapenbans, Wiehen and Sandberg
were also present.

Mr. McNamara noted that the IDA Appropriations Bill was
currently before the U.S. Senate and suggested that strong support from
the developing countries would be very useful in trying to get the Bill
through. Mr. Mtei assured Mr. McNamara that there had been strong
support for IDA at the Commonwealth Finance Ministers' meeting in
Montreal and that there had been a specific reference to the subject in
the final communique.

Mr. McNamara congratulated the Minister on the impressive
response of the Tanzanian Government to the recommendations of the Bank's
Basic Economic Report and expressed the hope that the report had been
helpful to the Government in focusing on the serious issues raised in it.
Mr. Mtei noted that the Government was seriously addressing these problems
and appreciated the help it was receiving from the Bank. It was agreed
that the Bank should continue to work on the long-term issues within the
context of its economic and sector work.

Mr. Mtei referred to the exchange of letters between Mr.
McNamara and President Kaunda regarding the transport problem faced by
Zambia and stressed that so far there had been no discussion of the
subject between Mr. Kaunda and President Nyerere. While Tanzania
recognized that there might be bottlenecks in the port of Dar-es-Salaam,
there were also difficulties on the Zambian side of the border. Mr. Mtei
indicated that his Government would be prepared to undertake major improve-
ments in the port but it should be remembered that the benefits would
largely accrue to Tanzania's land-locked neighbors. He would, therefore,
like the Bank to regard the proposed ports project as a regional project
and to finance it outside the financial allocation set aside for Tanzania.
While stressing that he could not make a firm commitment on this point,
Mr. McNamara said that the Bank would study the feasibility of the project
and would also in due course consider the Minister's request for an
additional IDA allocation.

Mr. Mtei noted that, in response to the Bank's recommendations,
the Tanzanian Government had relaxed import restrictions over the past
18 months in order to allow the importation of essential spare parts and
equipment. However, this had resulted in a sharp run down of foreign
exchange reserves, particularly following the peaking of coffee prices.
These disturbing developments had been discussed with the IMF with a view
to bolstering the reserve through the use of the Extended Fund Facility.
Although the Fund had proved very rigid in its position with regard to
the need for changes in Government policy and even though he might have



Records -2 - October 25, 1978

difficulty persuading his colleagues about the wisdom of such changes,
the Minister had agreed to continue the discussions with the Fund
following the Annual Meeting. Assuming that agreement could be reached,
the Government would like to come to the Bank for a program loan to
help cover the resource needs which the Minister believed would be
very large if the momentum of growth of essential imports was to be
maintained.

Mr. McNamara said that the Bank would be happy to discuss a
possible program loan. However, he also indicated that agreement on
a short-term program with the Fund was a prerequisite for such dis-
cussions, which would then focus on longer term issues, in particular
the need for a clear and precise action program to promote exports.
In response to Mr. Mtei's worry that agreement with the Fund could
prove impossible and his request that discussions with the Bank take
place in the absence of such agreement, Mr. McNamara said that although
a program loan was not contingent upon meeting the Fund's requirements
in every detail, it was essential that a firm program dealing with both
the long-term and the short-term problems be worked out. Such a
program would have to address the need to promote exports and to
balance available resources and priority needs.

In this context, Mr. McNamara noted that it would be difficult
to fit some of the large projects reported to be under discussion within
available resources and he cautioned Tanzania to avoid capital intensive,
lower priority projects. Mr. Mtei reminded Mr. McNamara that most
major projects were backed by the Bank and assured him that the major
exception, the steel project, was not going to be implemented in the
near future, i.e. at the earliest in the 1980s.

In response to a question from Mr. McNamara, Mr. Mtei indicated
that the problems of Tazara (Tanzania-Zambia Railway) were basically
management problems. Turnaround of wagons was slow because, in the
absence of agreement on their use, Zambia was maximizing their use in
Zambia for storage. Mr. Mtei believed that capacity could be doubled
if there was full cooperation from the Zambians. As it was, goods
kept piling up at the port of Dar-es-Salaam, causing major congestion
there.

Finally, Mr. Mtei referred to press reports that the head of
Lonrho, "Tiny" Rowland, would enlist the support of the Bank in his
dispute with the Tanzanian Government over compensation for his
properties which had been nationalized and said that Mr. Rowland had
been expelled from Tanzania because he had broken the sanctions against
Rhodesia and thus undermined the Tanzanian Government's policy in
Southern Africa. Mr. Rowland had been invited to come to Dar-es-Salaam
to negotiate compensation on the basis of the current price of Lonrho
shown on the stock exchange, plus a reasonable premium. This formula
had been rejected by Mr. Rowland, however, and instead he had demanded
TSh 380 million, which the Government considered ridiculous. Mr. Mtei
assured Mr. McNamara that the Government was always prepared to discuss
compensation matters further with Mr. Rowland. Mr. McNamara assured Mr.
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Mtei that the Bank had heard nothing from Mr. Rowland and that the matter
would not affect relations between the Bank and Tanzania.

BGSandberg:mc

cc: Mr. McNamara's Office (2)
Messrs. Wapenhans

Adler
Gulhati
Wiehen
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WORLD BANK / NTERr,]ATIONAL FINANCF CORPOPATION

OFFICE MEMORANDUM
T& Files F, A, T E April 9, 1979

FROM: F. StephenlyB`ren, Acting Director, EA1

SUBJECT -et!nZ between Mr. McNamara and Tanzanian Finance Minister Mtei

1. Mr. McNamara met with the Minister of Finance and Planning of
Tanzania, Mr. Edwin Mtei, the Tanzanian Ambassador to the United States,
Mr. Paul Bomani, and the Permavent Secretary of Finance and Planning,
Mr. Ernest Mulokozi, on Friday, April 6, at 5:45 p.m. Also present were
Mr. Stern, Mr. Wapenhans, Mr. Koch- eser, and Mr. O'Brien.

2. Mr. Mtei opened the meeting by referring to the discussion which
he had had with Mr. McNamara on the subject of program lending during the
Bank/IMF Annual Meetings in September 1978, in which Tanzania's need for
balance of payments support from both the IMF and the Bank had been
stressed. Mr. Mtei stated that since that time Tanzania had not been
able to agree with the IMF on a program for an Extended Fund Facility (EFF).
However, Tanzania's discussions with the Fund have now resulted in agree-
ment on a first tranche drawing plus trust fund and export compensatory
facility which will make available SDRs 42 million. The Government is now
going to resume discussions with the Fund on an EFF. However, Mr. Mtei
stressed that because of the critical balance of payments situation which
Tanzania now faces, the country requires additional support beyond the
EFF in order to maintain the flow of essential imports. In order to accel-
erate the flow of complementary resources from the Bank, he requested that
the Bank and Government begin discussions on a program loan now and that
these discussions and preparation of a program loan proceed in parallel
with the IMF discussions.

3. In response, Mr. McNamara said that we could certainly start these
discussions and preparation of a program loan now, but that two factors
would have to be kept in mind. First, there is the need for Tanzania to
revise its development plan and to scale down investment requirements to
likely availability of finance in light of the more severe resource cons-
traints now facing the country. Program lending from the Bank could only
support a feasible and balanced development program; without such a program
there would be no firm base for either project or program lending. Second,
in our view Tanzania's resource needs are so great that, in the absence of
an EFF, any program lending from the Bank alone would be inadequate. If
Tanzania can make a case for a program loan without an EFF we are willing
to look at it, but we doubt if it would be possible. The Government has
already had to cut back severely on imports and we feel that without an
EFF they would be unable to meet their needs for essential imports to
maintain the pace of development. In summary, Mr. McNamara stated that
while our Board does not require an IMF agreement as a condition of pro-
gram lending, they do require a sound development plan and adequate imports
to support development.
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4. In replying to these points Minister Mtei stated that a framework
for reviewing and revising the current five-year plan has already been
agreed upon by the Government. Tanzania is now completing the third year
of the five-year plan period. For the remaining two years of the plan
period the Government intends to slow the pace of investment considerably,
concentrating on existing commitments. The focus will be on directly
productive sectors, particularly on export oriented projects and on infra-
structure bottlenecks which have stifled exports.

5. In concluding, Mr. McNamara stressed the importance of effective
implementation of the Bank Group's large lending program in Tanzania and
expressed appreciation for the support which the Minister and Ministry of
Finance and Planning had given to the regular project implementation
reviews which have been set up between the Bank and the Government. Fin-
ally, Mr. McNamara asked the Minister to convey his personal regards to
President Nyerere.

cc: Mr. McNamara's Office (2)
Messrs. Stern

Wapenhans
Adler
Gulhati
Sandberg/Adams/Ramadan/King

FSO'Brien/msg



WORLD BANK / INTERJATIONAL FINArCE CO rRATION

OFFICE MEMORANDUM
TO Mr. Robert S. VeNamara DATE April 5, 1979

FROM: Willi A. Wapen s4 RVP, EAN

SUBJECT: TANZANIA: Vis t of Minister Mtei

1. Minister Mtei is interrupting a visit to Europe to meet with the
senior managements of both the IMF and the Bank. We expect that his
central concern will be Tanzania's current balance of payments difficulties
and that he will want to review the prospects for an Extended Fund Facility
(EFF) with the IMF as well as the Bank's views on program lending.

2. The long term nature of Tanzania's balance of payments problem was
analyzed in detail at the time of the initial program lending operation in
December 1974 (a loan of $30 million). The underlying problems facing the
balance of payments were clear (stagnant export volum-s combined with a
significant deterioration In Tanzqnia_s terms of trade) and it was recog-
nized at that time that the structural adjustments required to deal with
them would take some time. Therefore, the need for additional balance of
payments support was anticipated; in fact increased program type assistance
was the central focus of the Consultative Group in 1975 and a second pro-
gram lending operation was approved in March 1977 (a credit of $15 million).
In addition, the underlying problems have been a major focus of our economic
and sector work over the past two years.

3. With the boom in coffee prices in 1976-77, these problems were
temporarily under control: the overall balance of payments went into sur-
plus in 1977 and by the end of 1977 gross external reserves were above
$300 million, equivalent to over four months imports. This allowed a
liberalization of imports in 1977 and 1978 which has had a significant
effect in stimulating the economy. However, this relief was short-lived:
with falling coffee prices the balance of payments deteriorated rapidly.
In 1 78 t balance of payments turned out-eygn worse than had been pre-
dicted as late as November 1978 by the IMF: exports fell short of targets
and imports were at a higher level than forecast. The trade deficit for
1978 was $584 million, the current account deficit was $367 million, and
the overall balance of payments was in deficit by about $250 million. As
a result Tanzania drew down its foreign exchange reserves by almost $200
million and net foreign assets turned negative; they were estimated at
minus $60 million at the end of December 1978.

4. The Government recognized the seriousness of the situation by mid-
1978 and requested IMF and Bank Group assistance for dealing with it.
Reflecting the long term nature of the problem, the discussion with the
IMF originally focused on an Extended Fund Facility (EFF) plus the special
fund facility for approximately $200 million to be disbursed over three
years in six equal semi-annual installments. However, after little pro-
gress was made in addressing a number of critical issues which the IMF
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felt had to be addressed in order to justify an EFF (the exchange rate,

interest rates, price controls, inadequate incentives and too-ranid bud-

getary growth), the Tanzanian Government requested in November that the
IMF move forward with an interim operation utilizing funds from the first

credit tranche, trust fund and export compensatory facility. Even the
negotiations for this operation proved difficult, in spite of the fact that
few conditions were involved. A series of IMF missions were required to
reach agreement on a letter of intent and the proposed operation, totalling

$55 million, will go to the IMF Board only later this month.

5. Discussions on the EFF are continuing and another IMF mission is

scheduled for May. However, in view of the long history of strained IMF/
Government relations we do not see this as an easy process. The Government

continues to have basic reservations about the general approach of the IMF
to development and in the earlier discussions of the EFF had raised serious

reservations about whether the IMF had fully analyzed the implications of
some of its recommendations on the critical policy issues. It was no coin-

cidence that in his opening statement to the Group of 77 meeting in Arusha
in February 1979, Nyerere noted "we always seemed to end up... subject to

IMF deflationary policies." On their part, the IMF has had a difficult
time getting the Government to react to the EFF policy recommendations in

detail. In addition, Tanzania's past record of exceeding agreed conditions
has not made the IMF's job any easier; indeed, there is even some danger
that the recent agreement on a first credit tranche might be jeopardized

by the Government's exceeding the credit ceiling agreed to for the end of
FY79.

6. The original formal request for additional program support from the

Bank was made during Minister Mtei's meeting with you during the Annual
Meeting last September; this issue was raised again during my visit to

Tanzania in January. In my discussions in January I first emphasized the
general geed for a review and revision of the last two years of the
Tanzanian's Third Five-Year Plan (1979/8t and 1980/81). This revision
must reflect the constraints now facing the Government and will probably
require significant reductions in real investment from the original pro-
posals. We have also cited the urgent need for a more agressive export

policy. While the Tanzanians have accepted this in principie and have
carried out a 10% devaluation in mid-January and have made significant

increases in the producer prices of export crops during last year's agri-
cultural price review, more needs to be done.

7. The final and more sensitive issue is the relationship between the
Bank Group lending and an EFF. In view of their difficult relationship
with the IMF, the Tanzanians have consistently sought to deal separately
with the Bank and have reacted adversely to any suggestions of a linkage
between these two institutions. We have approached this in two ways:
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i) We have emphasized that our focus on the investment and pro-
duction issues cited above reflects the Bank's general under-
standing with the IMF that each institution should concentrate
on its area of expertise. However, we have stressed to the
Government our view that, in the absence of agreement on a

policy package dealing with all the areas of concern cited by
the IMF, we do not believethe balanceof payments problem
will be dealt with adequately. In addition, we have emphasized
that, as we remain in general agreement with the IMF on the
thrust of their analysis, we see no practical advantage in pur-
suing separate approaches.

ii) We have also stressed that the IMF has been equipped with the
EFU and the supplementary facility precisely to meet this kind
of situation. The magnitude of the resourceneeds of the
Government (a residual gap of about $100-150 million per year
over the next five years is projected if Tanzania is to meet
essential import needs) cannot be met through Eank Group re-
sources alone. Therefore, if we were to proceel in the
absence of an EFF, either the Government would have to arrange
substantial commercial borrowings, or would be compelled to
deal with the resource constraint in an ad hoc manner through
a drastic reduction in import licenses. We cannot endorse
either alternative. We are in fact concerned about recent
reports of the increased use of short and medium term commer-
cial borrowing by the Government to deal with the present crisis.
In respect to the import liberalization program, introduced in
1977-78, the Bank of Tanzania has already drastically reduced -
the level of licenses; both we and the IMF feel thiVT'thtsre-
duction could wreck the modest recovery of the economy over
the past two years.

In view of these factors, we continue to see an agreement with the IMF
providing for access to higher tranches as absolutely essential to justify
program lending by the Bank Group: without it the relatively modest size
of any Bank Group operation would provide neither the funds for an adequate
import level nor the latitude needed by the Government to carry out the
medium term structural adjustments necessary. Therefore, while we have
been sensitive to the problems of the Government with the IMF and have
acted as a broker between the two in a number of instances, we have made
it clear that the linkage is based on our view of what must be done to
deal with the present problems facing the economy.

8. A complicating factor in all these discussions has been the war
with Uganda. There is no question that the war has been costly to the
Government. While exact figures on its cost are not available, it is
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straining a budget that was already growing much faster than the rest of
the economy. The IMF is closely following developments in this regard
and it is expected that the May IMF mission will provide the first esti-
mate of the effect of the war.

9. In summary, we feel that without the substantial assistance avail-
able from the IMF it will be extremely difficult for the Tanzanians to
maintain their development program. During my January visit I expressed
the Bank's willingness to work with the Government in the review of the
development program in light of the present resource situation and in
analyzing the other policy issues summarized above. While the unfortunate
death of the Resident Representative, Lyle Hansen, reduces our ability to
provide continuous analytic support to the Government, we have made arrange-
ments for appropriate assistance if requested.

10. Outside of program lending there are no specific issues we wish to
have raised at this time. However, you may wish to emphasize oursontin-
uing concern with project implementation. While the Treasury has made
significant efforts in establishing the Project Implementation Review
system and some progress in implementation is evident, this is an area
where constant attention is critical.

cc: Mr. E. Stern

JAdams/FKing/RGulhati/msg
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WORLD BANK INTERI4ATIONAL FINANCE CORPORATION

'FFICE MEMORAN'UM
u U

TO: Files DATE February 11, 1980

-ROM: Bengt G. Sandber V ief, EAlDA
9 CP

SU,BJE(,'T. TANZANIA - Mr. McNamara's Visit to President
Nyerere

1. Mr. McNamara called on President Nyerere at his home in Butiama on
January 9, 1980. The others attending the meeting are listed in the attach-
ment.

2. Mr. McNamara recalled that during a meeting of the Tanzania Cabinet
in 1973 President Nyerere had stressed the need to produce results and not
just words like the Arusha Declaration and noted that the Government had in
fact produced impressive results in the face of great difficulty. Literacy,
especially female literacy (an area the Bank was not even aware of in 1973),
had been greatly enlarged. Food production had also expanded at a high rate.
The achievements in the past several years showed that economic and social
progress could take place while adjustments were being made in the face of
external and internal economic difficulty.

3. President Nyerere agreed in general terms with this assessment.
Great stress had been put on education; children were now going to school,
although there was some doubt about the quality of education they were7,receiving. Adult education was also getting tetnendous emphasis with the
objective that the population should at least be literate. The President
noted that there is no country in the world that is illiterate that is not
also backward. Following the efforts in education the Government was now
trying to improve other basic services.

4. With regard to food production Mr. Nyerere noted that the country
expected to be self-sufficient this year. If great emphasis had not been
put on this goal Tanzania would be in real trouble because its foreign
exchange resources were not adequate to also finance large scale food
imports. Now the Government could at least face the people since there
was enough food for everybody. This did not mean that the situation was
good: prices of everything were going up while wages had not been adjusted
for five years and standards had therefore been reduced.

5. Mr. McNamara commented (and President Nyerere agreed)that many
countries had problems and many were very similar to those facing Tanzania.
There had been substantial change in the external conditions facing LDCs
including the rapid increase in oil prices and the reductions in the growth
rates of the OECD countries. Mr. McNamara stressed that these changes
were permanent in character and required permanent changes by the oil
importing countries. The required adjustments would obviously take time
to make and would have to be financially supported by external sources to
ensure that acceptable rates of growth could be maintained. The prospective
current account deficits faced by oil importing countries was much larger
than Mr. McNamara and the Bank staff had expected and could be dealt with
only by reducing imports - and the rate of growth - or by a larger flow of
assistance. What was required was an effort to restructure the economies of
these countries combined with additional financial resources. The actions
that were necessary would be difficult but had to be taken to overcome the
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problems caused by the permanent changes in the international environment.

6. President Nyerere agreed that drastic measures were needed if
the oil importing countries are to be able to move. He noted that Tan-
zania, and other countries, seemed to be in a vicious cycle, viz. in
order to export they must first import. A massive push was needed to
break the cycle. Tanzania needed to be assisted not for cosmetic reasons
but for development purposes and in order to make the push needed for
take-off. One measure advocated by some was to cut development expendi-
tures. But where could these cuts be made when education, health services,
water, etc. were still at minimal levels and many people went without
these services. Pointing to the state of the Musoma-Butiama road ("...

which could not be the worst in the country since it leads to the
President's home ... "), Mr. Nyerere stressed the dilemma faced by Tanzania;
enormous needs and limited resources.

7. Mr. McNamara emphasized that the Bank was prepared to work
closely with the Treasury to ensure that any funds that the Bank might
make available are actually used to deal with the problems facing the
country. He assumed that the President would not wish to see such funds
wasted and stressed that the objective should be structural change. The
Bank would have to adjust its thinking and accept that several - say
three - structural adjustment loans would be required over a period of
years, aimed specifically at enabling Tanzania to make the necessary
changes. The first loan might be made in September (as a goal) to be
followed by a second loan about a year later. President Nyerere agreed
that this was a goal towards which the Bank and the Government should
jointly work.

8. Again Mr. McNamara noted that many countries faced a similar
situation and needed to undertake similar structural adjustments. While
he realized that the war with Uganda was a unique occurrence, he pointed
out that other countries had faced similarly unique problems and the
Tanzania situation was, therefore, not altogether different. This did
not mean that Tanzania was not in a very difficult, if not crises,
situation. In the first instance the problems were economic but they
could lead to social and political difficulties at a later stage. The
Bank's problem was to figure out how to best help to deal with the
economic problems. It was working with several countries along the
lines that Mr. McNamara had mentioned earlier. Mr. McNamara expressed
his personal conviction that it was possible to make the required
structural adjustments while maintaining the pace of economic and social
progress.

9. Turning to the situation of the industrialized countries, Mr.
McNamara said that on the political level the leaders of these countries
perceived that something needed to be done to deal with the present changes
in the international situation that he had referred to. On the economic
level, however, the problems they faced were such that it was difficult
to divert resources to assist the oil importing LDCs. Thus, they followed
a policy of cutting aid while recognising the need for increased assistance.
Mr. McNamara noted that it is basically a case of Governments insisting
that the needs of their own economies be taken care of first. In Mr.
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McNamara's view the industrialized countries must simultaneously adjust their
own economies to the new conditions and continue, or even increase, their
assistance to LDCs to help them deal with their structural adjustment
problems. While noting that the required action had not been agreed upon
yet, Mr. McNamara said that he thought that these objectives were not
inconsistent and could be achieved provided there was sufficient willing-
ness to cooperate. In this connection, he was pleased that the Bank was
making progress in increasing its resources - the Sixth Replenishment of
IDA had been agreed (although Parliamentary action remained) at a level
of $12 billion over three years and so had a general increase of $40
billion in the Bank's capital. These actions by the Governments had laid
a solid foundation for the Bank's work. He also indicated that action
was being taken in a number of countries which was consistent with the
increased needs of the LDCs, e.g. in Germany it had been decided that the
aid budget would be allowed to grow at twice the rate of Government expendi-
ture in general. Thus there was no reason to be pessimistic about the
future; concerned, yes but not pessimistic.

10. Finally, in response to a question from Mr. McNamara, President
Nyerere confirmed that the basis for Tanzania's agricultural policy was
the smallholder - the peasant. They were the people, the producers and
it was their effort that was making Tanzania self-sufficient in food.
The basis of Tanzania's economy was peasant agriculture and it had to be
assisted. The President said that he would like to see more communal
farming because he thought individual farms inefficient. He also noted
the need for balance between food and export crops and the existence of
competition between the two especially with regard to annual crops. He
also agreed with Mr. Wapenhans that the off-farm environment, especially
transport, presented the farmer with bottlenecks which limited production.
In conclusion, Mr. Nyerere said that if the weather was good Tanzania would
have sufficient food thanks to the efforts of the peasants.

BGS:mc
Attachment
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WORLD BANK / INTERNATIONAL FINANCE CORPORATION , t

OFFICE MEMORANDUM
TO Files

ROM: Aniles GoDA E February 5, 1980
P:ROM: Anil Gre?

SUBJECT TANZANIA - President McNamara's Meeting with Mr. Jamal,
Minister of Finance

1 President McNamara met Mr. Jamal in Musoma on January 19. Thediscussions mainly centered around Tanzania's current economic situation andpossible assistance from the Bank to help deal with the situation. This
memorandum summarizes the important points discussed during the meeting.A list of participants during the meeting is attached.

2. Welcoming Mr. MecNamara, Mr. Jamal said that he was encouragedby the understanding showed by the Bank in the past in dealing with Tanzania'sdevelopment objectives. Turning to the current critical economic situationin the country, r. Jamal said that his Ministry and the newly formedMinistry of Planning and Economic Affairs were conducting an indepth reviewof all major areas of the economy. He hoped to build a consensus withinthe Government during the next 12 months on measures that would be neededto deal with the current economic crisis. He said that Mr. Malima's /appointment would strengthen his hands in this regard. He also observedthat the Tanzanian economy meanwhile would progress at a minimum pace inthe absence of significant additional resources.

3. Mr. McNamara said that he had noted the seriousness of Tanzania's
problems. He complimented the Tanzanian leadership on the progress made(literacy rate, primary health and food production) during the past fiveyears in spite of severe economic problems.

5. Mr. McNamara, however, observed that Tanzania was not the onlycountry to currently confront serious economic problems. He said that therapidly increasing oil prices and slow growth rates of OECD countries werepermanent changes in the world environment. These changes had dramaticallyaltered the economic situation for all countries and required permanentadjustments by all of them. He also noted that the changes in the worldenvironment had affected the oil importing developing countries more severelyand that their balance of payments deficits were now expected to be much
larger than was anticipated two years ago.

5. Mr. McNamara said that while the Bank did not have answers to how todeal with this situation, international cooperation would clearly be necessary.Structural adjustments would have to be made by countries to their economiesin the longer term and additional finance would have to be found to maintaineconomic and social progress at acceptable levels.

1/ Mr. Malima, former Dean of the Economic Faculty of the University of Dares Salaam, was appointed Minister of Planning and Economic Affairs onJanuary 6. He also holds the key post of General Secretary of the CalCentral Committee's Standing Committee for Economic Planning.
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6. Against this background, Mr. McNamara said that the Bank was

considering a new form of assistance called 'structural adjustment loans'.

Such assistance would be quick disbursing and must be associated with a

program of actions by recipient countries that, over time, would enable them

to offset the effects of permanent changes in the world economy. For

Tanzania, Mr. McNamara said that the Bank would be prepared to consider

structural adjustment loans in several installments over the next five years:

the first, by say September 1980. He indicated he would like to discuss with

Mr. Jamal and subsequently with President Nyerere what would be required to

justify this type of lending and cautioned that considerable work would have

to be done in designing the structural adjustment loans. He then indicated

that the Bank would be happy to assist Tanzania in this regard.

7. Mr. Jamal said that he would not argue with Mr. McNamara's

perception of Tanzania's problems. he, however, urged the Bank to recognize

that Tanzania's problems arose not only from the changes in the international

environment mentioned by Mr. McNamara but also from the successive crises the

country had faced during the past three years; the East African Community

break-up in 1977, excessive rains in 1978/79 which damaged the country's

fragile infrastructure, and the war with Amin's forces in 1979. Finally,

the oil price increases in 1979 had resulted in Tanzania paying about 40%

of its export earnings on oil. In view of this he emphasized that while

Tanzania was affected by changes in the world environment, its problems

were special and would need special consideration.

8. Mr. Jamal said that the review of the economy by his Ministry and

the Ministry of Planning (para 2) was expected to help identify problems and

to recommend appropriate corrective (including structural adjustment)

measures. He and Mr. Malima would then have to persuade their colleagues

in the Government to implement these corrective measures. Mr. Jamal cautioned

that this exercise would take time. But meanwhile, the economy's resilience

had been destroyed by the successive crises and the economy was caught in

a vicious cycle where the balance of payments problems reduced the country's

inputs which in turn affected its ability to export, thus further aggravating

the balance of payments problem. He stressed that immediate assistance would

be necessary to break this vicious cycle,even before the analysis of problems

was carried out and recommended solutions implemented. While he understood

the need for developing and identifying a program of actions to deal with the

situation, the gravity of which was fully recognized, Mr. Jamal expressed

his hope that assistance be given quickly even if all that could be was to

identify the areas of concern. He called the situation a matter of "survival"

and compared the immediate assistance needed to "a blood transfusion, while

measures were being taken to prevent hemorrhage."

9. Mr. McNamara said that he recognized that Tanzania had special

problems and as a result, Tanzania would probably need larger assistance and

over a longer adjustment period. However, he believed that dealing with these

problems would require actions which were not too dissimilar over time from

those that would be necessary even without the special problems.
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For example, Tanzania could not sustain the current high budget and current
deficits, and the Government would have to develop and implement a program
of actions that would reduce these deficits over time to acceptable levels.
Further, the balance of payments deficit would need to be corrected, not by
reducing imports further, but by a program to help reverse the declining
cash crop production. Mr. McNamara also pointed out that the Bank assistance
was in fact Government's own resource and that it was in the Government's
own interest to ensure that such assistance was used effectively to support
a program of actions which over time would reduce the economic imbalances
and, at the same time, maintain social and economic progress at an acceptable
pace. He said, that, on its part, the Bank would want such a program to
assure that the Bank assistance was being used to move in an agreed direction.

10. Finally, Mr. McNamara and Mr. Jamal agreed that Mr. Wapenhans
would visit Tanzania January 28-31 to follow up discussions during the meeting.

Cleared with and cc: Mr. Sandberg
cc: Messrs. Clarkt,1Kch-Weser, Wapenhans, Gulhati, Kraske, Adler, O'Brien,

King/Baird, Ramadan/Berger/Calderisi

G/pa

Attachment: Attendance List
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OFFICE MEM 0PANDUM
TO Memorandum for the Record October 16, 1980

F R ,-l Bengt G. Sandbe4 Division Chief, EAlDA

TANZANIA - Meetin of Delegation with Mr. McNamara

1. Mr. Amir Jamal, Minister of Finance of Tanzania, called on
Mr. McNamara on September 27, 1980. He was accompanied by Messrs.
Fulgencio Kazaura, Principal Secretary in the Ministry of Finance,
F. Mbaga, Principal Secretary in the Ministry of Planning and Economic
Affairs, Paul Bomani, Tanzania's Aml)assador to the United States and
D.G. Rwegasira, Chief Economist of the Bank of Tanzania. Messrs. Stern,
Wapenhans, Kraske, Lafourcade and Sandberg were also present.

2. Mr. McNamara said that the structural adjustment program proposed
by the Government and recently given to the Bank was a very ambitious one
and its objectives seemed impossible to achieve. He stressed that any targets
agreed on needed to be realistic in all respects and within the Government's
implementation capabilities. Even if the proposed measures were politically
possible they would be very difficult to implement. The Bank was very anxious
to assist but could only do so if realistic targets were agreed. To achieve
this, Mr. McNamara suggested that an appraisal mission visit Tanzania at
a mutually convenient time; before the arrival of the mission the Bank would
analyze the documents, make tentative comments and raise questions to which
answers would be prepared for the mission.

3. In response to Mr. Jamal's request for an example of an unrealistic
objective, Mr. McNamara said that he did not think that the budget deficit,
which had been equal to some 7% of GDP, could be turned into a surplus in
the course of a year or two. He also felt that the 7% projected growth rate
of exports would be very difficult or impossible to achieve.

4. Mr. Jamal argued that these objectives were only unrealistic
because the resources needed to fully utilize existing production capacities
had not been forthcoming. Tanzania had been denied the financial resources
it needed; there had been footdragging and excessive anxiety on the part
of donors. In response, Mr. McNamara denied that there had been any unneces-
sary slowness on the part of the Bank and added that the increase in external
financing expected by the Government would not come through. Mr. Jamal
noted that this would be unfair and would prevent the Government from
carrying out its program.

5. Mr. McNamara and Mr. Stern both again stressed the need to set
realistic targets, The Executive Directors should not be mislead about
what could be achieved. These considerations were particularly important
because any agreement between the Government and the Bank would be public;
there were already problems in other countries where unrealistic targets
made it difficult to release second tranches or make follow-up loans.
Finally, Mr. McNamara noted that there was much opposition to Bank Group
lending for Structural Adjustment expressed, for example, in the unwillingness
to regard these operations as additional to the Bank's normal business and
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to provide the necessary additional resources. In this context, it was
important not to give the critics additional ammunition by setting targets
which could not be reached thus putting the Borrower in default.

6. In response, Mr. Jamal deplored the fact that the Bank did not
have the necessary resources and noted that there was a contradiction
in the attitudes of the donor community. The problem faced by the developing,
and particularly African, countries was recognized and there was talk about
special efforts to help them, but nothing was being done and the clock was
moving rapidly against the developing countries. In the case of Tanzania,
the issue was speed; even the IMF standby was not enough to finance the
gap and speedy action on the part of others were required.

7. Mr. McNamara reiterated that the Bank now proposed to move
quickly and would send a mission as soon as mutually convenient. He
suggested, and Mr. Jamal agreed, that meetings should be held in the
course of the week to pinpoint open questions and agree on the timing of
the mission. Any remaining questions would be submitted in writing to
the Government for answers to be prepared before arrival of the mission.

Cleared with and cc: Mr. Kraske (EAl)
cc: Mr. McNamara's Office (2); Mr. Stern (VPO)

Messrs. Wapenhans (EANVP); Adler, Bronfman, Hendry (EAP);
Gore, Calderisi, Mrs. Berger (EAl)
Madinga (EDS)
Nooter/Rwaku

BGSandberg:1rd
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WORLD BANK I INTERNATIONal. GORPORATION

OFFICE MEMOHANDUM
TO Files F)A'11. June 1, 1981

Robert Calderisi, Loan Officer, EAIDA

TANZANIA Meetin& between Mr. McNamara and Ambassador Bomani

1. Mr. McNamara and His Excellency Paul Bomani, Ambassador of the
United Republic of Tanzania to the United States, met briefly on May 29
at 6.30 p.m., at the Ambassador's request. The main purpose of the
meeting was to deliver a reply from President Nyerere to Mr. McNamara's
letter of March 11, concerning the preparation of comprehensive measures
for economic recovery and structural reform in Tanzania. Mr. McNamara
thanked the Ambassador for the letter and said that he would study it
carefully.

2. Mr. Boman! said that he had been asked to convey three points
to Mr. McWamara, in addition to the letter. First, President Nyerere was
hopeful that, having agreed on the need for an Advisory Group, both the
Government and the Bank could act promptly in setting it up. If Mr. Michanek
was not available to head the Group, President Nyerere hoped that someone
of similar views and competence could be identified and recruited quickly
for the task. Second, while the Group would concentrate on what could be
done in the medium and long term to restore some health to the economy,
it was hoped that the Bank would continue with its plans to provide
further financial assistance to the country to help tide it over the
immediate crisis. While the Export Rehabilitation Program had been helpful,
it would not provide sufficient financial relief over the next six months.
Third, the Government hoped that approval of the Mara Rural Development and
Telecommunications projects could be proceeded with as soon as possible.
The northwestern regions of the country had been seriously affected by
drought conditions this year, and the Mara project would help to offset
the effects of poor weather on production and marketing in the future.

3. Mr. Wapenhans explained that a decision had been taken to
proceed with the Board presentation for the Telecommunications project
in June, but that a decision on the timing of the Mara project awaited
supplementary information on the 1981/82 Annual Plan. The documents for
the latter project, however, were virtually ready for distribution to the
Executive Directors.

4. Mr. McNaniara concluded the meeting by reminding the Ambassador
that overdue service payments had become a serious matter again and that
Bank Group disbursements might have to be suspended, if all payments were
not made by June 12.

Cleared by and cc: Mr. Kraske

cc: Messrs. Wapenhans, Sandberg, Eccles, Baird, King, Waide,
Core, Lafourcade.

Mesdames Johnson-Sirleaf, Lele, Berger (o/r), Arevalo

RCalderisi:imn
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OFFICE MEMORANDUM
TO: Mr. Robert S. NcNamara r May 29, 1981

THROUGH: Ernest Stern, VPO
FROM: Willi A. Wapertans, RVP EAN

SUBJECT Meeting with Ambassador Bomani

1. Mr. Paul Bomani, the Tanzanian Ambassador, has an appointment
with you today, at 6:30 p.m. We expect that Ambassador Bomani is
coming to deliver President Nyerere's response to your letter of March 11.
For your ready reference, I attach a copy of your letter. We have
received an advance copy of President Nyerere's response which I also
attach.

2. You will recall that in your letter you expressed concern
about the serious economic situation of Tanzania and suggested that
there was a need for a thorough review of the situation and the finaliza-
tion of a program designed to deal with Tanzania's problems. You proposed
for this purpose that President Nyerere might find it useful to have the
advice of a group of international experts. You indicated that the Bank
would be happy to assist in organizing such a group. This proposal was
further discussed during my visit to Tanzania in mid-March. Most recently
Bevan Waide pursued this matter further in Tanzania and discussed both
suitable candidates who might join this group as well as the modus operandi
of the group. Following these discussions, Bevan Waide left behind
specific proposals to which we expect a response in due course. You
may wish to tell the Ambassador that we look forward to the Government's
early reaction to these proposals.

3. President Nyerere's reaction to your proposal has been very positive.
His letter now confirms his acceptance of the Advisory Group. He is
suggesting that the focus of the Advisory Group should be on helping the
Government develop a medium- and longer-term program and strategy for
Tanzania. In addition, he expresses the view at the conclusion of the
letter that further Bank assistance must not be made dependent on the
completion of the work of the Advisory Group. This clearly represents
Finance Minister Jamal's often expressed concern that the transfusion of
readily usabl external assistance is essential to t& the country over
the immediate crisis and is thus a precondition for successful structural
adjustment and reform.

4. It might be useful if in your response to the Ambassador you could
emphasize thathe recent sector-focused Export Rehabilitation Credit was
given on the understanding that it would lead into a comprehensive adjustment
process and that the follow-up operation would have to be in support of a
broad-based structural economic reform program. It was with this objective
in mind that we agreed in a Memorandum of Understanding the steps needed
to develop a relevant program. These involved a review and revision of
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the public investment program, review and revision of the recurrent budget
to provide adequately for the requirements of operation and maintenance,
improvement of the system for foreign exchange budgeting and import allocations,
review of the functions and responsibilities of parastatal organizations,
review of incentives and disincentives to small-holder agriculture,
preparation of legislation to establish a link between productivity and
wages - to name only the most important of the measures. Completion of
this work was expected sometime this fall. It may be useful to remind
the Ambassador that we still regard a program incorporating the various
elements listed in the Memorandum of Understanding as the essential pre-
requisite for a further program-type loan. You may recall that the Memorandum
of Understanding also reconfirms Tanzania's intention to retain access to the
lIMF facilities. At present there is a stand-by agreement in existence;
however, because of the prevailing arrears situation and Government's failure to
observe the various credit ceilings, Tanzania is now ineligible to draw.
A further I-F mission is planned for this summer to review the situation and
discuss the elements of suitable stabilization program. Meanwhile a further
drawing on the Compensatory Financing Facility is being processed and will
be considered by the IMEF Board on June 1.

5. You may wish to assure Ambassador Bomani that we are attaching
the greatest priority to the organization of the Advisory Group. We are
hopeful that the Group could start work in Tanzania in August as suggested
by President Nyerere so that the Group's work would in fact benefit the
preparation and appraisal of a structural adjustment credit. We have been
in close contact with Ambassador Bomani throughout the processing of the
Export Rehabilitation Credit. As a former Planning Minister, he is keenly
aware of Tanzania's economic problems and supportive of the idea that an
outside advisory group should be very helpful to bring the political leader-
ship of the country as represented by the party's Central Committee to focus
on a clear analysis of the situation and the essential remedies. We expect
to continue working closely with Ambassador Bomani and to keep him fully
briefed.

6. You should also know that I have yesterday cabled Minister Jamal
that we will suspend disbursement of our current loans and credits unless
Tanzania clears up by June 12 the arrears in service payments which have
been accumulating in the past several months. It would be helpful if you
could emphasize to the Ambassador the importance of settling this arrears
problem as a matter of great urgency.

Attachments

cc: Mr. Calderisi

JKraske:ad
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March 11, 1981

Preslcnrt Julius Iyerere
State Iouse
Par-es-Salaan

Dear Mr. President:

Since we met in Butinpu a. year ago, I have frequently thought
about the economic crisis facing Tanzania. I an pleased that it was pos-
siblo to corcb ½ n;otiU of an E rt 7el:1 ibilitation Cro'it and
rcOb -rzecnt on tl,2 dr't dcnvnts. t-w7v!r, 1s crei t n' tl-c pro-
grnm it supports is only a first step in resolvinn sope of the ver, 7ri-
otis economic problems which are facing your country. I an, therefore,
especially glad that it was possible during the negotiations to agree on a
numner of realistic oblectives for the near-tern, and to lay these down in
a Memorandum of Understanding.

You are aware of the commitment which the Rank has to support Tan-
zania in achieving the important objectives of social and economic pro-
gress which you have set for your country. It is furthermore a commitment
which I know is shared and supported by many of the industrialized coun-
tries which have been impressed by the dedication of your Government to
finding workable solutions to overcoming the complex problems of backward-
ness and poverty. It is this sense of comnitment to your goals which now
leads me to write to you personally to express the concern we and others
of your supporters feel regarding the problems faced by the Tanzanian
economy.

The achievement of your social and economic objectives requires,
as you have often stated yourself, a steadily rising level of production
in the economy and particularly of agricultural production. Yet, in the
past several years, production has hardly grown, and food crop production
has staonated or even declined. Especially worrisome, because of its
implications for the availability of critical impprta, has been the per-
sistent gradual decline over the last decade in the production and e:port
of cash crops to a current level which is only two thirds of that achieved
in 1966. The current crisis is disrupting Tan7ania's development efforts
and, at the sane tine, threatens the effectiveness of external assistance.
For exarple, even the execution of high priority projects is increasingly
hindered by econony-uide constraints.
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President Julius Nyercre -3-

T have asked ",r. Wapenhans to deliver thIA letter to you percon-

813Y. 110 X45.11 1 (' nvntl ' I!Ae to '41scuss the sti -rvted cmirre of actinn
furtlic-x and to wort-. oqtt witli your sci)ior offlc nls thn necospary dctnilo.

I vould I-e very ha,)py indeed if sic could be of assistance Lo you '(;overn-

ment in forT-.ulatim, -r,,l the necessary cor pre,icnsive pro,;r

of recovery and stutictural c1har-e.

Nlith warm per:;onnI roparkis,

Sincerely,

Signed on March 10, 1981

Robert S. Ec!'amara

cc: Messrs. Stern, SVPO

Please, VPO

1-1apenhans, R-PEAN

Kraske, EAl

Sandberg, FAIDA
Hs. Lele, EAYSA

JKraske:l- i%IN'apenhans:EStern:mh

3/10/81


