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suitably careless contempt for the fu 
ture of the Federation, Nyerere has 
extracted the present urgent ad hoc 
committee of the three to consider the 
question, and Apri l 's meeting of Fin-
ance Ministers in Kampala where Tan
ganyika laid down her conditions for 
future association: parity in all new 
industrial development w i th the other 
two. Neither of the two have shown 
very much enthusiasm for Tanganyi-
ka's demands, nor excessive alarm at 
Tanganyika's threat to secede, which 
augurs i l l for the embryonic associa
t ion, 

Meanwhile, Nyerere has succeeded 
admirably wi th his second experiment 
in blackmail — threatening to wi th 
draw his policemen from Zanzibar and. 
leave the luckless President Karume 
to the mercy of his wi ld men. Karume. 
to the tangible relief of al l except the 
Eastern Bloc, has jumped quickly into 
the safety of a new United Republic 
wi th Tanganyika. The allowance of 
Cabinet pieces to Tanganyika's dimu-
nit ive partner has been generous, and 
Zanzibar's three left-wingers have been 
shunted off antiseptically to mainland 
jobs, most notably, to the directorate 
of development planning which has 
just announced an ambitious five year 
plan costing 246 mi l l ion pounds 
Cloves are not going to provide the 
depth to float this craft in, but strict 
and seen-to-be-so non-alignment might 
Nyerere has thus with speed, assur
ance and accuracy sought to ensure 
both that his eastern border is closed 
to foreign dragons or bears wi th their 
multiple attractions for his own mi l i 
tants, and that he presents a reason
ably safe haven for foreign aid from 
al l comers. 

So far, Nyerere has not seriously 
sought the tactic of association wi th 
Northern Rhodesia as a counter-balance 
to Kenya and Uganda — the old fifty 
mi l l ion pound scheme to connect by 
rai l the copper-belt and Dar-es-Salaam 
has been on ice for some time. But 
Northern Rhodesia, the independent 
republic of Zambia on October 24 this 
year, it is now announced, is itself in 
no easy position for diplomatic games 
— it is the real borderland of black 
Afr ica now, and also the edge of 
white-dominated Afr ica. Its sympathies 
lie naturally wi th its northern neigh
bours, yet it has a substantial white 
population, one in for ty of al l Zam-
bians, and the major chunk of its 120 
mi l l ion pound copper output flows 
yearly southwards, f rom whence it also 
recruits its skil led white labour force. 
It w i l l be a miracle if Kaunda can res-

train the tide of black nationalism f rom 

engulfing the white minori ty for long 

— and to command the valuable in

vestment resources of the country as 

well as balance his external account, 

severely threatened at times by the 

outflow of profits and dividends to 

foreign owners, increasing l imitations 

w i l l be necessary. Nyerere's one party 

Tanganyika to the north is not the 

ON first thoughts, July I would 
appear to be an auspicious date 

chosen with some care for the inaugu
ration of a new era in industrial fin
ancing. On that date, the Industrial 
Development Bank wi l l come into ex
istence as a wholly owned subsidiary 
of the Reserve Bank, and the Uni t 
Trust, which started its operations on 
a rather small scale a few months 
back, wi l l commense sale of it units 
to the public. Further reflection indi 
cates that the date merely coincides 
wi th the beginning of the Reserve 
Bank's accounting year. That is not 
surprising for both the institutions 
w i l l , in effect, work as departments of 
the Reserve Bank. Why they should 
function in this manner is not clear. 
The Un i t Trust would have fitted 
more appropriately into the invest
ment department of the Life Insurance 
Corporation, while the Development 
Bank is after all only an expanded 
version of the Industrial Finance Cor
poration. The Bank w i l l , to begin 
w i th , take over the functions of the 
Refinance Corporation, which redis
counts medium term bills offered by 
scheduled banks, and the National 
Industrial Development Corporation, 
which was t i l l recently giving loans on 
easy terms for the rehabilitation of 
cotton and jute mills. At a later 
stage, it might take over the Industrial 
Finance Corporation as a subsidiary. 

The Reserve Bank is thus entrusted 

wi th another series of tasks. Besides 

its traditional functions, it already 

tops the pyramid of agricultural credit 

and through its almost complete own

ership of the State Bank of India has 

a large stake in commercial banking. 

Most of this diversification of Reserve 

Bank functions and activities has 

taken place over the years but the 

latest moves indicate a deliberate high 

level policy decision to bui ld up the 

Reserve Bank as an off-shore empire, 

r ight model for the delicate balancing 
tr ick Kaunda must perform unt i l such 
time as he can afford to expropriate 
those foreigners who wish to remain 
foreigners. 

W i th Northern Rhodesia, followed 
some time later by Swaziland and 
Basutoland, most of the easy victories 
on the eastern seaboard wi l l have been 
won. Then comes the real test. 

autonomous in operation, but subject 

to the not-so-remote control of New 

Delhi. If this implied considerable 

delegation of authority from the Cen

tre, one could appreciate it . The well-

founded fear is that one more l ink is 

being added to the chain and, in the 

process, there would be a further 

erosion of the autonomy of the Re

serve Bank, which would have to 

shoulder the burden of operating as 

a huge diversified holding corporation. 

Against these is the advantage, not 

to be underestimated, of the divest

ing of direct, overt administrative and 

political control by the Finance M in 

istry of most public sector financial 

institutions. On the whole, however, 

this pyramidic organisation does not 

appear to be a good substitute for a 

clear policy direction of public assist

ance to the private sector. 

Apart f rom a translation of the le
gal phraseology of their charters into 
plain language, there is no indicat ion 
as yet of what precisely the Develop
ment Bank and the Un i t Trust w i l l 
do. They wi l l certainly add to the 
flow of funds into the capital market 
f rom the Reserve Bank and mul t ip ly 
the number of institutions which pro
moters can approach. But beyond 
that what? The sale of Trust units 
and the disbursement of dividends on 
them wi l l call for a scale and k ind of 
effort different f rom that which was 
devoted to prize bonds (such as the 
effort was). So far as the Develop-
ment Bank is concerned, there is a 
hope that the adoption by it of Re
serve Bank methods would place it 
in a better position as compared to 
IFC which imported the old Imperial 
Bank method through its first manag-
ing director. This hope needs to be 
strengthened by a statement of the 
'new and bold' principles which the 
Bank wi l l adopt. 

Twins in July 
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