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ACTION MEMORANDUM FOR THE ADMINISTRATOR
THRU: ES

THRU: AA/PPC, Alexander Shakow

(» Eauy - -Steciss
FROM: /:fAA/AFR, Goler T. Butcher

SUBJECT: Project Authorization: Tanzania ~- Resources for Village
Production and Income (621-0155)

Problem: Your approval is required for a grant of $45.0 million from the
F.A.A. Section 103 (Agriculture, Rural Development and Nutrition) appro-
priation to the United Republic of Tanzania, for the Tanzania Resources
for Village Production and Income Project, and for source/origin waivers
described herein. It is planned that $4.275 million will be obligated in
FY 1980.

Discussion: The Ambassador has reviewed the Project Paper (Tab C) and
expressed strong support for its concept of commitment to the provision

of pruductive resources to villages in support of agrarian reform and
rural development in Tanzania. Through its villagization and decentra-
lization programs, Tanzania is now in the process of transforming about
8700 registerrd villages into self-sufficient, multi-purpose co-operatives,
Recognizing that Tanzanian development is tied to the village as the basic
social, political and economic unit, the Mission provides a variety of
resources and economic services required to improve village well-being

and productive capabilities. This enables villages to contribute more to
and to share more in the growth of the Tanzanian economy.

The role of villages can be highlighted in reference to the following

major phases of Tanzania's agrarian reform and rural development program.
First is an organizational phase in which villages are identified, settled
and registered. Education and trainiag are now the major activities under-
taken for villages by the party and the Prime Minister's Office, the major
institution responsible for co-ordinating ard monitoring the implementation
of agrarian reform. All of the 8,700 villayes are now registered and half
have introduced some form of education and training.

In the second phase, basic social amenities and services are provided

to villages by various ministries such as Health, Education and Water
Development. It is estimated that 50 percent of the villages not having
these basic services 15 years ago now have access to primary education
water and basic health care.



The third phase is a productive phase in which new technologies, re-
sources, and economic infrastructure are made available to increase
village production and incomes. Many national institutions and crop
authorities are involved in this phase. Their work is facilitated by
decentralized administration at regional and district levels and by
the Tanzania Rural Development Bank (TRDB). About 2500 villages are
now reached by TRDB with seasonal input loans to raise agricuitural
production and with term loans to finance village investments in basic
economic infrastructure and small industries. TRDB, therefore, serves
as a key institution in financing the transfer of productive resources
for village growth.

AID has provided technical assistance to TRDB since 1974 to strengthen
staff capabilities, operations, and management, and to develop food

crop lending programs for small farmers. This project builds on the
success of past AID assistance by supporting and expanding lending acti-
vities which are most profitable to farmers, villages and the TRDB. 1In
its support of the TRDB, the project reflects a national, as opposed

to regional, focus.

The objective of this project is to provide resources to villages which
increase agricultural productivity, rural production and village incomes.
This project will be the mainstay of the total USAID program in Tanzania
over the next several years. To meet the project objective, a $30.0
million capital grant will be disbursed over a six year period to finance
imports of scarce commodities, materials, and equipment. These items will
be used by local firms to manufacture agricultural implements, and by
villages to construct facilities which enable them to engage in agri-
cultural processing, marketing and input distribution. For example, the
following items will be provided: steel and chemicals for the production
of improved hand tools and oxen implements; small diesel engines to power
village grain mills; cement and corrugated iron sheets for the construc-
tion of village service centers and grain stores; and equipment for im-
proved village transport. These implements, materials and equipment will
be distributed to villages primarily by suppliers and private transporters
and financed through TRDB's National Food Crop Lending Program (NAFCREP).
This program was initiated with AID assistance in 1977 and now accounts
for 20 percent of TRDB's total lending program.

In addition, an institutional grant of $15.0 million will be provided to
strengthen, streamline, and decentralize the NAFCREP program so that

TRDB can serve effectively the financilal needs of approximately 2,500~
3000 villages, or about 1 million farm families, projected to be reached
by the project. The institutional grant was increased from $14.2 million,
the sum indicated throughout the Project Paper, to $15.0 million to cover
additional centingencies, inflation, and the full time services of a



procurement advisor to be assigned to TRDB early in the six month pre-
implementation phase, beginning in October-November 1980.

AID inputs under the institutional grant have been specifically tailored
to complement other AID agricultural and rural development projects in
Tanzanla and other donor assistance to TRDB. In addition to the procare-
ment advisor, the institutional grant will fund three long-term technic-
clans: a regional supervisor and training advisor; a financial manage-
ment specialist; and a planning advisor to help identify new and pro-
fitable lending activities. AID will also pvovide 187 person months of
short-term technical and professional services; long-term training for

32 participants; short-term training for 40 participants; funds for in-
country seminars and workshops; and about $3.0 million for vehicles,
motorcycles, training materials, other commodities for TRDB and construc-
tion of staff houses.

Total project costs are estimated to be $155.0 million over the 1980/1-
1986/7 development period. In addition to the $45.0 million contributed
by AID, other donors (mainly IDA) will provide $15.0 million and TRDB will
contribute about $95.0 million, mostly in local currency for lending.

Of the $95.0 million, $20.0 million in foreign exchange remains to be
committed from other sources. Specifically, AID's contributions to the
project under both the institutional and capital grants are as follows:

($ Millions)

1980 LOP

1. Commodities 1.8 33.7
a. capital grant (0.0) (30.0)

b. institutional grant (1.8) 3.7)

(incl. construction)

2. Technical Assistance 1.3 3.9
3. Participants .5 2.6
4, Other .7 4.8
5. Grand Total 4.3 45.0

The Project Paper contains detailed technical, economic, engineering,
social, financial, and institutional analyses. These have been reviewed by
the Africa Bureau and found to meet all the requirements of Sec. 611(a)

of the Foreign Assistance Act. The project has no implications with respect
to human rights.
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The amended Initial Environmental Examination (IEE) for the Project

Paper (IEE) (Tab B) has been approved. Although some pesticide use is
contemplated in the project, the IEE recommends a negative unresolved
determination based on the understanding that an environmental assessment
on pesticides, not covered in the risk-benefit analysis prepared by AID/W,
will be done prior to disbursement of funds. This assessment will address
the unresolved pesticide issues, The Tanzanian Government will covenant
to suspend seasonal lending for the procurement of DDT under the NAFCREP
program for the life of the project. 1In order to encourage the utiliza-
tion of environmentally safe pesticides in Tanzanla, the Project Paper
directs that a team of experts will be sent to Tanzania during the pre-
implementation phase of the project to study and recommend alternatives to
DDT use in Tanzania. The Tanzanian Government must agree to implement
these recommendatibns under the NAFCREP program before any capital grant
funds will be disbursed under the project.

The Project Authorization contains other covenants and conditions pre-
cedent to disbursement designed to ensure the efficacy of the Project.
Approval of the following waivers for which detailed justifications are
contained 1 Annex I-E of the Project Paper (tabbed '"wailvers") is re-
quested:

(1) a source/origin waiver from Geographic Code 941 to Geographic
Code 935 and a sole source proprietary procurement waiver to
purchase up to 1065 Lister engines with 20% spare parts manu-
factured in Great Britain. (This waiver would be utilized only
in the event that Lister, U.S. is unable to meet AID componentry
requirements);

(2) a source/origin waiver from Geographic Code 000 to Geographic
Code 935 and a proprietary procurement waiver to permit the pro-
curement of up to thirty British Leyland Land Rover motor vehi-
cles plus 10 percent spare parts manufactured in a Code 935
country.

(3) a source/origin waiver from Geographic Code 000 to Geographic
Code 935 and a proprietary procurement walver to permit the pro-
curement of up to one hundred and fifty (150) Honda or Yamaha
90~125 CC motorcycles with 10 percent spare parts manufactured
in Japan;

(4) a source/origin walver from Geographic Code 000 to Geographic
Code 935 and a proprietary procurement waiver to permit procure-
ment of up to three (3) Peugeot or Volkswagen cars with 10 percent
spare parts manufactured in France or Germany.



(5) a source/origin waiver from Geographic Code 941 to Geographic
Code 935 and a proprietary procurement waiver to permit procure-
ment of up to thirty-five (35) small tractors and/or related farm
machinery and equipment (Massey Ferguson, John Deere, International
Harvester, Caterpillar and Ford) plus 10 percent spare parts, most
of which is manufactured by these firms in the United Kingdom or
elsewhere in Europe.

It should be noted that the project is scheduled to run seven years, from
the signing of the Project Agreement through the PACD. It 1s necessary to
exceed the normal six-year limit on life of the project in order to allow
for a six month pre-implementation period to prepare more detailed procure-
ment and implementation plans for the construction of village go-downs and
service centers under the capital grant.

The Executive Committee for Project Review met on July 25, 1980 and recom-
mended the project be approved as presented in the project paper. The pro-
ject manager in the Mission will be Michael Fuchs-ilarsch and Julie Wolff
will be the Project Officer in AFR/DR. Congress was notified regarding this
project on August 8, 1980 advising ¢” an initial obligation of $4,275,000
for fiscal year 1980. The waiting ; ciod expires on August 22, 1980.

Recommendation: That you sign the attached Project Authorization, thereby
authorizing the proposed project (T.:b A} and approving the requested waivers.

Clearances: ///
AFR/DR/EAP:SCole e — Date c?/////é’

AFR/EA:BKline S~ Date &) ,d[/4D

GC/AFR:EDragon &b Date gy[g/?v

GC:NHolmes NI ey 4D Date s /XL

AAA/PPC/PDPR:SKletn , “AK Date Uf;j‘q)

AFR/DR:NCohen w5 per Date &fwif®’

' AAA/AFR/DR:JWKoehring _ \{w% Date A/
{DAA/AFR:WHNor th R Date_ (¢

AFR/DR/ARD:HJones (draft)
AFR/DR/EHR:GCorinaldi(draft)
AFR/DR/SDP:JHester (draft)
AFR/DR/ENG:LEldridge (draft)
AFR/DP:JMartin (draft®
COM/ALI:WGill (draft) . &)

!
Drafted:AFR/EA/USAID/Tanzania: ué?é Carsch;GC/AFR: BBarringtogéh

Coordinating 3&fice:AF DR/EAP:X25286; pgf




PROJECT AUTHORIZATION

Name of Country: United Republic of Tanzania
Name of Project: Resources for Village Production and Income
Number of Project: 621-0155

1. Pursuant to Section 103 of the Foreign Assistance Act of 1961, as amended,
I hereby authorize the Resources for Village Production and Income Project

for the United Republic of Tanzania involving planned obligations of not to
exceed $45.0 M in grant funds over a seven year reriod from date of authori-
zation, subject to the availability of funds and in accordance with the A.I.D.
OYB/allotment process, to help in financing the foreign exchange and local
currency costs of the project.

2. This two-phased Project will strengthen and expand the Cooperating
Country's system of providing production-related goods and services to villages.

Phase I of the project (FY 1980-FY 1983) will be devoted primarily to
assistance to:

a. support the institutional development of the Tanzania Rural Develop-
ment Bank (TRDB) to strengthcen its persounel skills, decentralize and improve
its operating procedures, and to increase its planning, evaluation, and
financial management capabilities. For these purpnses AID will finance
training, technical assistance, vehicles and equipment, expatriate technician
housing and other related costs;

b. capitalize selected TRDB lending activities in areas where feasibility
and socio-economic soundness is established. For this purpose AID will finance
the foreign exchange component of various materials, equipment and commodities
to be provided to borrowing villages on credit; and,

c. establish the feasibility and socio-economic soundness of additional
TRDB lending activities. For this purpose AID will finance technical assistance
and/or related commodity support for experimental projects seeklng to plan and
establish the feasibility of new lending activities.

Phase II of the project (FY 84-FY 86) will provide assistance to carry out
innovations in lending services developed in Phase I and will continue to
finance (a) established lending activities under Phase I and (b) the insti-
tutional development of TRDB.

3. The Project Agreement, which may be negotiated by the officer to whom such
authority is delegated in accordance with AID regulations and Delegations of
Authority, shall be subject to the following essential terms and corenants



and major condltions, topether with such other terms and conditions as AID
may deem appropriate.

4. a. Source and Origin of Goods and Services

Goods and services, except for ocean shipping, financed by AID under
the project shall have their source and origin in the Cooperating Country
or in countries included in AID Geographic Code 941 except as AID may otherwise
agree in writing. Ocean shipping financed by AID under the project shall,
except as AID may otherwise agree in writing, be financed only on flag
vessels of the United States or the Cooperating Country.

b. Conditions Precedent to Disbursement

(1) No project capital grant funds will be disbursed under the
NAFCREP program, except as AID may otherwise agree in writing, until:

a. a pesticide study has been completed and its recommendations
approved by AID included in the project;

b. an amended IEE is prepared and approved which reflects these
recommendations; and,

c. an EA or EIS, should the amended IEE require one, is prepared.

(2) Prior to the first disbursement for commodities to be purchased
from the capital grant for lending purposes, the Grantee will provide, in
form and substance satisfactnry to AID, statements:

a. authorizing TRDPB, or its appointed agents, to directly
import commodities required for the lending program; and,

b. exempting such commodities from any import duties and
inspection fees.

(3) Prior to any disbursement or the issuance of any commitment documents
under the Project Agreement to finance lending activities under each NAFCREP
portfolio, the Cooperating Country shall furnish in form and substance
satisfactory to AID:

a. the complete zredit policies and regulations governing lending
by the TRDB to villages or village members, under a given NAFCREP portfolio,
applicable to any of the items to be financed under the project;

b. copies of agreements with all importers authorized to receive
and distribute ccmmodities financed under the project detailing the manner in
which local currency transactions will be made, including repayment procedures
to the TRDB for instances where the importer receives payment directly or in-
directly from the villages for commodities financed under the Grant; and,
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(c) a plan for improving rcpayment and collectlon rates from parti-
cipating villages and a plan to monitor performance.

(4) Prior to any disbursement or the issuance of any commitment docu-
ments under the Project Agreement to finance participant training activities
for each calendar year of the project, the Cooperating Country shall furnish
in furm and substance satisfactory to AID a detajled plan for the year of
training involved. Such plan shall designate students to be trained, univer-
sities and other organizations which will accomplish the training, courses of
study, and an explanation and justification of the position the trainee will
occupy when returned to the TRDB upon completion of training. Each annual plan
shall be submitted to AID no later than December 31 of the year preceding com-
mencement of study.

(5) Prior to any disbursement or the issuance of any commitment docu-
ments under the Project Agreement to finance technical assistance and/or related
commodity support for experimental projects seeking to establish th« feasibility
of new lending activities, the Cooperating Country shall cause to be furnished,
in form and substance satisfactory to AID, a detailed description of the activity
and the components proposed to be financed by AID.

(6) Prior to any disbursement, or the issuance of any commitment
documents under the Project Agreement, except to finance the procurement of agreed
pesticides (Endosulfan), the Cooperating Countrv shall cause to be furnished,in
form and substance mutually satisfactory,a’ plan for evaluation of the project,
including, inter alia, a comprehensive evaluation to take place during year four of
the project to examine preject performance and progress in the contexi of related
goverament polici.s as well as specific project assumptions, inputs and outputs
as the basis for proceeding with Phase II.

(7) Prior to any disbursement, or the issuance of any commitment docu-
ments under the Project Agreement to finance Phase II activities, the Cooperating
Country shall cause to be furnished, in form and substance satisfactory to AID, a
detailed three-year Phase II financing plan. With respect to new lending activities
to be financed during Phase II, the plan shall include detailed analytical justifica-
tions (including firm costs estimates, adequate plans and social, environmental,
technical, engineering and other analyses) as may be required to satisfy AID policy
and program criteria with respect to the new lending activities. Such requirements
shall be stipulated in Implementation Letters issued by AID to the Cooperating Country
from time to time.

¢. Covenants
The Government of Tanzan.a and/or the TRDB shall covenant that:

(1) the TRDB will not engage in any seasonal lending for procurement
or use of DDT under the NAFCREP program during the life of project;

(2) It shall implement under the NAFCREP program, for the life of project,
in 4 manner satisfactory to AID, pesticide usage recommendations contained in the
pesticide study and agreed to by AID;

(3) All AID disbursements to Treasury will be passed to TRDB within
thirty days and at the currency exchange rate existing when AID provided the
funds;



(4) All AIb-financed loan commodities will be used solely for the
National Food Credit Program;

(5) All AID-financed loan commodities will be provided to villages,
village level organizations, farmers with holdings of ten hectares or less
or groups of such farmers and will only be provided to applicants having
village council or assembly approval;

(6) All loans for fixed assets such as buildings will be for the
unrestricted use of the village members although the asset may be owned by
an individual or family;

(7) The TRDB will provide on a timely basis all required personnel
not financed by AID. Such personnel will include additions to the staff cf
the Planning Division of the Development Directorate, the Directorate for
Regional Supervision and Coordination, and such other Directorates as may be
considered essential for purposes of efficient Project administration in
accordance with the terms of the Project Agreement and the detailed project
description appended thereto;

(8) The TRDB shall make all necessary budgetary allocations on a
timely basis as these requirements are described in the Project Agreement;

(9) The TRDB shall provide adequate temporary housing for AID-financed
technical assistance personnel in Dar es Salaam until such time as permanent
housing has heen constructed under the project;

(10) All recuired participant trainees will be provided and that such
trainees, upon completion of their studies, will be assigned to positions
within the project commensurate with the nature and level of training re-
ceived as may be acceptable to AID;

(11) It will expedite, to the maximum extent psssible, clearance
through port and customs of project-financed or related commodities and
materials; and,

(12) The TRDB covenants to undertake timely staff expansion as
described in the Amplified Project Description 1/ and to provide all personnel
needed for implementation of the NAFCREP lending activities in a timely manner.

d. Waivers
Notwithstanding paragraph 4a(l) above and based on the justifications

set forth in Annex I-E of the ProjJect Paper, I hereby approve the following
waivers for the project:

lj Plan now contained in Annex II-F



(1) a source-origin waiver from Geographic Code 941 to Geographic
Code 935 and a sole-source proprietary procurement waiver to purchase 1065
lister engines, with 20 percent spare parts, manufactured in Great Britain.
(This waiver is to be used only if Lister, U.S. is unable to meet AID
componentry requirements). I certify that exclusion of procurement from Free
World countries other than the cooperating country and countries included in
Code 941 would seriously impede attainment of United States foreign policy
objectives and the objectives of the forelgn assistance program;

(2) a source-origin waiver from Geographic Code 000 to Geographic
Code 935 and a proprietary procurement wailver to permit tbe procurement of 30
Land Rover motor vehicles with 10 percent parts manufactured in Great Britain
or Australia. I certify that exclusion of procurement from Free World
countries other than the cooperating country and countries included in Code
941 would seriously impede the attainment of U.S. foreign policy objectives
and objectives of the foreign assistance program, and find that special
circumstances exist which justify waiver of the requirement of Section 636(i)
of the Foreign Assistance Act of 1961, as amended;

(3) a source-origin waiver from Geographic Code 000 to Ceograpaic
Code 935 and a proprietary procurement waiver to permit the procurement of 150
Honda or Yamaha 90-125 CC motorcycles with 10 percent spare parts, marufactured
in Japan. I certify that exclusion of procurement from Free World countries
other than the cooperating country and countries included in Code 941 would
seriously impede attainment of United States foreign policy objectives and the
objectives of the foreign assistance program; and that special circumstances
exist which justify waiver of the requirement of Section 636(i) of the F.A.A.,
as amended-

(4) a source-origin waiver from Geographic Code 000 to Geographic Code
935 and a proprietary procurement walver to permit procurement 3 Peugeots or
Volkswagen motor vehicles with 10 percent spare parts, manufactured in France
and Germany. I certify that exclusion of procurement from Free World
countries other than the cooperating country and countries included in Code
941 would seriously impede attainment of United States foreign policy objectives
and the objectives of the foreign assistance program; and that special
circumstances exist which justify waiver of the requirement of Section 636(1)
of the F.A.A., as amended;

(5) a source-origin waiver from Geographic Code 941 to Geographic Code
935 and a propriccary procurement waiver to permit procurement of 35 small
tractors and/or related farm machinery and equipment with 10 percent spare
parts from Massey Ferguson, John Deere, International Harvester, Caterpillar
and/or Ford most of which is manufactured by these firms in the United Kingdom
or elsewhere in Europe. I certify that exclusion of procurement from Free
World countries other than the cooperating country and countries included
in Code 941 would seriously impede attainment of United States foreign



policy objectives and the objectives of the foreign assistance program.

2

tor (Acting)
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Project Design Schedule
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Submission Date -~ June 12, 1980

ECPR Approval Date -- July 25, 1980
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Concise Summary of the Project Description

I. Introduction

A. Project Highlights

This PP proposes a $45.0 million grant to be disbursed over
a scven year period. The overall objective of the project is to
provide resources to raise village production and incomes. This will
enable villages to contribute and share more in the growth of Tanzania's
economy.

A capital grant of $30.0 million will be provided to finance
imports of key commodities, materials and equipment. These items
will be used by selected firms in Tanzania to produce agricultural
inputs and for the construction of facilities in village which are
beneficial to farmers and will have a sinnificant impact on agri-
cultural productivity, rural production and village development.

An institutional grant of $15.0 million will be provided
to the Tanzania Rural Development Bank (TRDB) to strengthen, decen-
tralize and streamline its rural credit operations especially,
though not exclusively,in term 1/ lending for food crorps.

The funds will be granted to the GOT and made available, through
TRDB, to local manufacturers, suppliefk$ and villages.

The project has two, three-year phases and a six months pre-
implementation period beginning in September 1980. Among other acti-
vities during the pre-implementation period, a contractor will be
recruited by TRDB to implement the institutional grant and a more
detailed procurement plan will be prepared for imported commodities,
materials and equipment. 1In addition to TRDB the major implementing
agents are 3,000 villages and several importers, manufacturers and
distributors of agricultural equipment and inputs in Tanzania. Phase
IT obligations will be made after Phase I evaluations scheduled for
December 1983.

B. Relationship to Other AID Activities

Through this project AID will reinforce its commitment to
support the productive phases of Tanzania's agrarian reform and rural
development program. Recognizing that Tanzanian development is tied
to the village as the basic social, political and economic unit, the
Mission's program attempts to make available the various resources
required to improve village productive capabilities.

I/Term loans are repaid in five or more years and usually require
down payments of 25% by villages. The loan to villages is secured by
the value of the asset govided. '

ii



The role of the villages can be highlighted by reference to
Tanzania's villagization program which has three major phases.

First, an organizational phase in which villages were
identified, settled and registered. Education and training are now
the major activities undertaken for villages by the party and the
Prime Minister's Office (PMO), the major institution responsible
for co-ordinating and monitoring the implementation of agrarian re-
form. All of the 8,700 villages are now registered and half have
completed some form of education and training.

In the second phase basic social amenities and services are
provided to villages by various ministries such as Health, Education
and Water Development. It is estimated that 50% of villages not
having these basic services 15 years ago now have access to primary
education, water and basic health care.

Third, there is a productive phase in which new technologies,
resources and economic infrastructure are made available to increase
village production and incomes. Many national institutions and crop
authorities are involved in this phase. Their work is facilitated
by the decentralized administration at regional and district levels
and, to a lesser though not insignificant extent,by TRDB.

The Tanzania Rural Development Bank currently serves as a key
institution in financing the transfer of resources needed to promote
Tanzanian Village level agricultural production and small scale
industries. The U.S. has provided technical assistance to TRDB since
1974, focused on:

-~ strengthening TRDB operations and management;

-- strengthening TRDB staff capabilities;

-- testing and demonstrating input lending programs for
small farmers in food crops.

This ongoing assistance is an integral part of AID's overall
agricultural and rural assistance program, which focusses on the
development and distribution of improved technologies to raise
agricultural productivity, particularly though not exclusively in
food crop production. To this end the mission is designing four
inter-related core projects; these and their objectives are:

(1) Farming Systems Research to develop new technologies;

(2) Training for Rural Development to train villagers in the
use of new technologies;

(3) Rural Resource Program to train in-~country in the develop-
ment of new technologies; and

(4) Resources for Village Production and Incomes to distribute
technologies to villages and farmers/
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11. The Project's Objectives

A. The Capital Grant

This project will support TRDB's National Food Crop Lending
Program (NAFCREP) which was initiated with AID assistance in 1977.
The NAFCREP program now accounts for 20% of TRDB's total lending
program. In implementing the $30.0 capital grant TRDB's primary role
will be to facilitate, finance and monitor the flocw of agricultural
equipment and inputs from suppliers to villages. The term loan
portfolios of the NAFCREP program which will be supported and expanded
by AID's capital grant are:

village service centers/godowns.
oxen implements and carts.
village grain mills.

village transport.

W

In addition, the capital grant will support seasonal lending
for the purchase of improved hand tools by villages. This is the only
seasonal lending portfolio of NAFCREP that will be directly supported
by AID under this project. Any direct AID support to seasonal lending
for the purchase by villages of fertilizers, insecticides, herbicides
and seeds will be delayed until 1) area specific recommendations are
made by the Ministry of Agriculture and are found acceptable to
farmers and 2) all requirements of AID Regulation 16 have been met.

An important objective of this project is to prepare villages
to participate more actively in product processing, marketing and
input distribution. That is the purpose of promoting village invest-
ments in grain mills, transport and go-downs/service centers. Until
villages are fully prepared and trained and until alternative mechanisms
are identified and worked out, TRDB will have to continue a few input
procurement and distribution functions over the next three years.

Coincident with the development of this preject, but quite
independently, it became apparent that Tanzania's macro-economic
problems were having a severe impact on overall economic production.
Within the agriculture sector shortages of foreign exchange have
reduced the ability of TRDB and related institutions to provide many
of the resources required for expanded agricultural production. The
capital grant has been included in this project, in part, to provide
supplemental foreign exchange which is intended to remove the severe
constraints Tanzania now faces in providing such resources to
villages.

B. The Institutional Grant

In addition to the capital grant, this project proposes four
other components which will be implemented by TRDB and financed under
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the $15.0 million institutional grant to TRDB. The objective of the
institutional grant is to assure that TRDB will effectively serve

the financial needs of the 3,000 additional villages projected to be
reached by this project. It should be noted that the institutional
grant was increased from $14.2 million, the sum indicated throughout

PP, to 5$15.0 million. The extra amount will finance: procurement of
pesticide substitutes; a pesticide study; the services of a procure-
ment advisor to be recruited and assigned to TRDB early in the preimple-
mentation phase; and, any additional contingencies.

AID-provided inputs have been specifically identified and
tailored to complement other AID rural development projects in
Tanzania and other donor assistance to TKDB. A brief description
of the four components of the institutional grant will illustrate
this.

1. Strengthening the institutional capacity of TRDB

Five outputs are expected to be achieved; these are: better
trained and functioning headquarter and field staff; improved manage-
ment and operations procedures; improved financial management;
iimproved planning and identification of new and profitable loans; and,
decentralized and more efficient loan approval, supervision and
collection.

AID will provide three ong term technicians; they are: a
regional supervisor and training advisor; a financial management
adviser; and, a planning advisor. In addition AID will provide: 187
person months in short term technical assistance; long-term training
for 32 participants; short term overseas training for 40 participants;
funds for in-country seminars and workshops; and $2.8 million for
commodities and construction of houses.

The major other donor is IDA which will provide $13.4 million,
of which $6.0 million is a general line of credit to be used in part
for lending under the NAFCREP seasonal and term loan portfolios. The
remaining IDA contribution will be used to provide: a chief training
officer; an agricultural economist; a farm management specialist;
short term training consultants in management information, organization
and methods; a computer and related services; and, about $1.4 million
for office construction.

In addition to IDA, Denmark will provide $250,000 to fund two
farm management specialists.



2, Village Training and Clientele Development

The major output of this component is increased participation,
credit worthiness and absorptive capacity of villages to effectively
and profitably utilize external resources, technologies and credit.

To accomplish this objective AID will provide under this project
funds for short term advisors to design curriculae for training of
village trainers, training materials and reproduction machines.

In addition to this project AID will provide funds through
the Training for Rural Development projects technical assistance
and commodities for village training in village leadership, co-
operative, brick-making, shop keeping.

IDA will provide 6 mobiles training vans and $112,000 for
short term training consultants.

3. Designing and Implementation of Alternative Delivery
Mechanism

The output to be achieved is self exdanatory and designed
as one of the major objectives of the capital grant. The feasibility
of any alternative input distribution system is critically dependent
on the ability of villages to participate in input distribution
and product marketing. During Phase I AID will finance short-term
technicians to work closely with IDA financed consultants on the
identification and design of other delivery mechanisms to unburden
the IRDB of its input distribution functions.

In Phase II funds will be provided by AID to assist other
or new organizations responsible for input distribution.

4. Improving Institutional Co-ordination

The role of TRDB can be distinguished from other institutions
and organizations by its mandate to finance all agricultural production,
income generating investment activities in villages. TRDB's role in
agrarian reform and rural development is now attenuated by the
severe economic and financial crises existing in Tanzania. To overcome
these recurrent crises villagesmust grow and contribute more to the
growth of Tanzania's economy than in the past. For villages to grow
they must be supported and servea with productive resources, new
technologies and incentives. While TRDB can not do all these things
by itself it plays a major role. It must work dosely and effectively
with other national institutions and regional organizations. In
spite of the economic and financial crises as well as the pragmatism
they have already induced, this co-ordination is difficult to achieve.
Co-ordination is less difficult at working levels in the field,
especially when programs are designed and implemented toward the
attainment of a common objective.
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The institutional co-ordination required to make this
project successful will be accomplished through co-ordination among
AID's core projects and their focus on a geographic area such
as the Arusha Region.

I1I. Implementation of the Capital Grant

For each portfolio of the capital grant tne functions and
responsibilities of TRDB, villages and other institutions and
organizations are as follows:

1. Village Service Centers/godowns

With the $2.8 million provided by AID under this project TRDB
will import, or purchase off-shelf when locally available, all items
loaned to villages and required by them for construction. Construction
of go-downs/service centers by villages will be supervised by the
Building Unit, Department of Ujamaa and Co-operatives in the Prime
Minister's Office (PMO). Major items will be cement, corrugated
iron sheets, re-inforcing rods, wire mesh and lead headed nails.

With its own funds TRDB will arrange for storage and contract private
transporters to deliver these items to the 1060 villages when they
qualify fc~ loans under this portfolio. As with other portfolios,
villages jualify when a detailed Loan Memorandum has been prepared
jointly by the village council and TRDB's district loans supervisor
and approved by TRDB district loan committees. A Loan Memorandum
will be prepared with those villages which can commit the requisite
local resources such as labor, burnt bricks or other materials; have
good repayment records with TRDB; and/or are recommended to TRDB

by PMO after successful completion of appropriate village training
programs in record keeping, simple accounting and managing inventories
and stores. Reflows from village repayments of principal and
interests occur over a ten year period and will be used by TRDB to
finance incremental working capital needed to expand lending in this
and other NAFCREP portfolios. The procurement advisor provided by
AID in the pre-implementation phase will help TRDB identify other
procurement and distribution mechanisms. This will enable TRDB to
restrict its role to financing and monitoring the commodity flow
directly from suppliers to villages. Shcrt term technical assistance
can be used to assist villages in operating these service centers

as needed.

2. Hand Tools, Oxen Implements and Carts

The major implementing agent is the Ubungo Farm Implements Co.
(UFI) located in Dar es Salaam., UFI was established in 1971 and
produces and imports a wide assortment of hand tools and oxen
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implements. It now imports steel and chemicals on short term suppliers
credit mainly from Sweden, Japan and Germany. AID will provide

$6.8 million to enable UFI to import from the U.S. the stezel and
chemicals needed for the production of hand tools. Also, AID will
provide $3.8 million to UFI and other smaller manufacturers to import
similar materials and products required for producing oxen plows

and carte. At TRDB's request AID will open a Letter of Commitment
with an American bank. UFI through TRDB will open Letters of Credit
(L/C) in favor of suppliers after solicitations have been approved by
TRDB and AID. When L/Cs are opened, UFI will deposit in TRDB the
local currency equivalent of the FX drawn for each order. UFI and

other manufacturerswill be responsible for port clearances and
distribution to their factories. Half of the finished products will
be distributed for cash salie to villages by the Regional Training
Corporation (RTC) and its network of district branch stores. The other
half will be purchased by TRDB for distribution to villages which
purchases those items from TRDB on credit. TRDB will continue to
purchase from UFI, store, and contract private transporters to deliver
these products to villages until it is shown that the RTC network

can effectively distribute all these items to villages on both a cash
and credit basis. 960 villages will receive oxen impelents and carts
and about 3,000 villages not now reached will receive hand tools on
credit under this project.

Reflows will be used by TRDB to finance expanded lending under
this and other NAFCREP portfolios. Short term technical assistance
can be used by UFI and others in R&D and pro-type development of new
products and other intermediate technologies.

3. Village Grain Mills

The major implementing agent is the Machinery Services Company
(MSC). About 2,900 villages will receive grain mills of which
1,650 will be funded from AID contribution to this portfolio. TRDB
will obtain the remaining FX requirements for this portfolio from
other sources. AID will provide $13.2 million through a Letter of
Commitment with an American bank. MSC through TRDB will open Letter.
of Credit in favor of suppliers so that MSC can import Lister engines,
steel for mills and base frames, V-belts, pulleys and spare parts.
MSC will arrange for port clearances and transport to its factory.
MSC will assemble, test and box the final units and store them until
TRDB arranges for delivery to qualifying villages through a private
transporter. TRDB will reimburse MSC with its own funds for their
expenses. Reflows from villages covering the total delivered cost
will be used by TRDB to expand lending under this and other portfolios
of the NAFCREP program. Village contributions are labor and materials
needed to construct the sheds which house the grain mills. MSC will
train village technicians in operating and r .ntaining the mills.
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It should be noted that this is the largest portfolio of the NAFCREP
program and is the least cumbersome for TRDB to implement.

4. Village Transport

AID will provide $2.9 million to finance imports of 7 ton trucks
or 45 ph tractors and trailers for 80 villages. About 180 total
villages '“ill be reached under this portfolio if TRDB is able to
obtain additional FX from other sources. Local dealers for Massey
Ferguson, John Desere, Caterpillar and Ford will import and deliver
equipment to qualifying villages. Payments to TRDB, procurement
and financial arrangements through TRDB are the same as for MSC and
will be affected after consultations anong the respective supplier,
TRDB and AID.

IV. AID Obligation Schedule

The planned obligation schedule for each of the phase is given
below for both the institutional and capital grants.
FY Obligations ($Millions)

Phase 1 Phase II
80 81 82 83 84 8% 86 Total

Institutional Grant 3.8 2.4 8.8 0 0 0 15.0
Capital Grant 0 3.0 3.6 3.4 6.8 6.6 6.6 30.0
TOTAL 3.8 3.0 6.0 12.2 6.8 6.6 6.6 45.0

V. FY 1980 Budget

To reflect the changes noted in section VI below and funding
availabilities, the FY 1980 budget on p. 90 of the PP is increased to
reflect an additional $755,000 for pesticides procurement, if required,
and $45,000 for the Pesticides Study. The remaining additional
$475,000 is included in Contingency and Inflation costs.

V1. Environment

In the past, TRDB has made seasonal loans for DDT to the villages.
In recognition of the dangers inherent in the use of DDT, the TRDB has
agreed to suspend seasonal lending of DDT under the NAFCREP program
during the life of project.

During the pre-implementatior phase, AID will arrange for the pre-

para;ign of.a Pesticide Study. The Study will analyze the needs for
pesticides in Tanzania and make recommendations for future pesticide
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use. A scope of work will be prepared by AID/W and submitted to the
Mission for approval. The TRDB has agreed to incorporate into this
project recommendations of this study approved by AID, and AID has
agreed to help finance the foreign exchange costs of recommended
alternative pesticides for DDT.

Since the project does contemplate the continued seasonal lending
of pesticides other than DDT by TRDB, an IEE analyzing the risks and
benefits of such pesticide use, as required by Regulation 16, will be
prepared by the Mission upon completion of the Pesticides Study. 1If
the IEE recommends preparation of an EA, such will be prepared.



RESOURCES FOR VILIAGE PRODUCTION
AND TNCOME

(621-0155)

I. Summary and Recommendations

A. Background

USAID provided $3.75 million to the Tanzania Rural Development Bank

( hereafter the Bank or TRDB) from 1974 to the present. Technical
assistance, training and commodity support focused on three areas:

(1) strengthening of Bank operations and management; (2) strengthen-
ing staff through formal and on-the-job training; and (3) testing and
demonstrating an input lending program for farmers with small
holdings.

Several important lessons were learned and therefore affected the
design of the proposed Project. These were:

- Do not rigidly exclude cash crops. Farmers cultivate a mix
of food and cash crops which are most profitable fcr a given
micro~ecology.

- Do train the clients and villagers. In order to achieve high
repayments, credit users must understand the purposes and
effective uses of credit, the need to repay, and how to apply
and maintain the items purchased with credit.

- Term, a&s opposed to seasonal input, loans are more profitable
to the Bank and borrowing villages.

- Better institutional coordination is necessary for an effective
rural development program,

- Strengthen TRDB because of ite unique mandate and program to
provide productive goods and services to villages.

B. The Proposed Project

After a careful analysis of agricultural business and commercial
activities in Tanzania, the Mission concluded that the TRDB was the
major institution currently providing effective services to villages
and fa-.iers. The analysis also demonstrated TRDB's ability to
expand its role in supporting the national program of rural develop-
ment and agrarian reform. This Project has been designed to provide
TRDB and villages with the resources needed for both to mutually
benefit, The financial model and analysis indicated the optimum
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grant was $30.0 million to finance raw material imports necessary
to enable TRDB to expand lending into most of the villages in
Tanzania and maintain a healthy and growing financial position,

Previous lending portfolios of the National Food Credit Program
(NAFCREP) were examined to determine the most profitable activi-
ties from the perspective of villages and TRDB. Those identified
included seasonal loans for hand tools and term loans for food
processing units, ox-drawn carts, plows, village service centers
and godowns, and in a few cases, lorries and tractor/trailers for
improved inter-village and intra-district transport. Local manu-
facturers are able to produce many of the items distributed by
TRDB; however, current supply has been severely curtailed because
of the inability to obtain import licenses for essential raw
materials., AID's capital grant will be used to finance imports of
raw materials and other commodities requiring foreign exchange.
Specifically, TRDB will arrange for the importation of steel and
chemicals for the local manufacture of hand tools, carts, plows
and other oxen-drawn machinery, Lister dilesel engines and spares
for local manufacture and assembly of grain mills and rice hullers;
cement, corrugated iron sheets and nails for construction of vil-
lage service centers and godowns; and a few lorries and tractor
trailers.

TRDB Will continue to mobilize other resources and utilize its own
revenues for seasonal lendinz for agricultural inputs such as seeds,
fertilizers and pesticides.

AID institutional support 1is planned to complement :hat provided by
other donors including IDA, FAO and DANIDA and will be provided

over a six-year period. The AID Project will provide assistance

to strengthen three areas of Bank operations. These include the

new Directorate for Regional Supervision and Coordination responsible
for decentralization of the TRDB's lending operations, the Finance
Directorate and the Development Directorate,

One decentralization and training advisor will assist in the decen-
tralization effort by identifying in-service training requirements;
organizing and obtaining short-term consultants for such training;
developing systems and procedures for supervision of field staff;

and designing and implementing a system of incentives for improving
performance of the rapidly expanding field staff. Training in the
U.S. will be provided in economics, credit supervision and other

key areas. Yearly management training seminars will be held in-country
for the entire staff. Critical to the decentralization effort is
improving the loan servicing, supervision and collection. In support
of this, AID will provide vehicles and motorcycles for field staff.

IDA plans to provide a computer and consulting assistance to the
Finance Department. While these inputs are necessary, they are not
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sufficient to strengthen the Bank's ability to produce financial
reports and provide financial management advice to the TRDB chair-
man. AID will thus provide one Financial Management Advisor for
the life of Project.

Critical to expanding TRDB services 1s an expanded lending program.
Necessary to achievement of this output 1is the diversification of

the lending portfonlio through the identification of new lending
activities, increased ability to evaluate the impact of seasonal

aixd term lending, and an understanding of those factors which affect
repayment rates. AID will provide a long-term Planning Advisor to
provide support to the Research and Planning Departments; and
commodities, including vehicles and calculators and logistic support
for enumerators. A primary responsibility of the advisor will be to
develop new technologles and identify new lending portfolios. Various
consultants will be provided to work with TRDB directly or local
manufacturers or organizations, to assist in evaluating the viability
of new lending programs and to provide technical advice.

A fourth advisor is needed in the fir=t several years of Project
implementation to help in pre-implementation procurement actions,
including negotiation of a host count.ry contract with the institution
to provide the technical assistauce and training,commodity procure-
ment, and establishing inventory and control mechanisms.

A life of Project authorization is requested for $44.2 million
dollars. (Annex I-H contains a reference guide to allow the reviewer
to locate the relevant portions of the Project Paper which provide
the planning and analysis which have been completed to support this
recommendation,)

TABLE 1: SUMMARY OF AID ASSISTANCE

Institutional Development ($000,000's)

Technical Assistance 3.9
Training 2.6
Commodities 2,8
Sub"Tota 1 9 . 3
Contingency 5
Inflation _b.4
Sub-Total 14,2

Capital Cranta/ o
Imports - Sub-Total 30,0.

GRAND TOT.L $44,2
a/ Inflation included
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The implementation period will cover seven years, including one
year for pre-implementation activities and a six-year program
period comprised of two phases of three years each. A major pro-
gram review is planned at the end of Phase I whereby AID and TRDB
will evaluate the effectiveness and impact of the Project and
propose any major changes in Project activities or restructuring
AID's assistance to the lending activities of NAFCREP, Throughout
the 1ife of the Project TRDB may propose that additional lending
portfolios be added to the NAFCREP program. These and the Phase II
plan will be reviewed and approved, when supported by technical,
economic, social and financial analyses, by the Mission Director with
advice and consultation of REDSC, AID/W and other advisors,

C. Notable Features

The proposed Project has several features which the AID/W project
review committees should keep in mind. These are:

- The Project provides balance of payments support in a manner
which 1s consistent with Mission and TanGov rural development
objectives,

- The Project is large in terms of funds and scope., It allows
AID resources to be utilized for a variety of rural develop-
ment activities while streamlining Project documentation and
reducing Mission Project implementation responsibilities,

- The majority of AID resources will directly reach villages
and be used to support productive activities.

-~ The Project will initially be expanded in areas of high
productivity with demonstrated and profitable technologies,
Expanded lending activities in new geographic areas and for
new technologies are planned as recommendations are forth-
coming from this Project and others, Therefore the Project
i3 national in scope but will focus in areas where TRDB
assistance 1s requested and where villages can absorb it,

D, Issues

The following issues and questions were raised during the Mission
Project review, (See Annex I-C for PID issues, Cable and Response.)

1., Interest Rates - Please refer to transmittal letter

2o FEquity and Beneficiaries - An AID-funded contractor examined
v 2 early NAFCREP lending activities in Mbulu District of Arusha
Region.l She made the following observations: (a) the profita-
bility to farmers of seasonal luans was questionable; (b) lack of
repayment could be partially attributed to competing give-away

1/ Louise Fortman, 'Cbservations on the Mbulu Small Farmer Food
Crop Loan Program,' April 1978. Contract No., AID-T-621-78-08,
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programs of the Government; and (c) relatively better off villages
(e.8., those closer to roads and towns or in higher productivity areas)
received a greater proportion of the loans, The first two problems
are addressed by specific activities in the new project; however,

the latter is a valid observation and a difficult one to address,

TRDB must make profitable loans to survive as a Bank, Tested tech-
nologies presently exist for relatively 'better off' villages, When
new technologies are available for other villages, the Bank will
expand lending to these villages. In the meantime, other AID projects
such as the Farming Systems Research Project, will be developing new
technologies and testing thesa for their applicability and attrac-
tiveness to farmers,

3. Waivers - The total value of waiver requests for this Project
is $6,812,000,

Source origin waivers are required for Project vehicles, the maize mill
engines, motorcycles, cars and farm machinery, Approval of the
waivers 1is essgsential to achieving Project objectives., We believe
adequate justifications for these walvers have been prepared in
consultation with REDSO and AID/W procurement and legal advisors,
The Mission decided to forward walvers required for the life of
Project for those commodities which support the Bank, i.,e,, the
vehicles and motorcycle walvers and for those required only in
Phase I of the lending program, i.e., the Lister engines and farm
machinery, Since lending activities may change and American manu-
facturers of Lister will be requested to explore a dealership with
the local Tanzanian supplier, requirements for walvers may change
in Phase II., In addition the Mission will consider submitting a
revised waiver for the second tranche of vehicles to be procured in
1984 if spare parts and service facilities are established in Tanzania
for other four-wheel drive vehicles, At present, Landrover, Peugeot
and Volkswagen are the only manufacturers with adequate dealer
representation in T:! zania. Other vehicles will be reviewed for
comparative purchase and operating cnsts prior to purchase of the
vehicles required in Phase II, If appropriate, waiver requests will
be submitted to AID/W at that time.

4, Recurrent Costs - The budget implications of recurrznt costs
of staff, vehicle operation and maintenance to the Tanzanian govern-
ment have been examined and included in the Financial Analysis. (See
Financial Analysis contained in Annex II-G,)

E. Recommendations

1. The Assistant Administrator for Africa is requested to approve:
(a) the Initial Environmental Examination contained in Annex II-E;
and (b) recommend to the Administrator authorization of the Project
and approval of the associated waivers,
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2. The Administrator is requested to approve:

(a) the Resources for Village Production and Income Project;

(®)

authorization of funds for the life of Project in the
amound of $44,200,000;

(c) a seven-year implementation period; and

(d)

the following waivers:

an origin waiver from Geographic Code 000 (U.S.

only) to Geographic Code 935 (Special Free World)
and a sole-source proprietary procurement waiver
for one thousand sixty-five (1,065) Lister engines
of an approximate value of $5,113,000;

a source-origin wvaiver from Geographic Code 000

(U.S. only) to Geographic Code 935 (Special Free

World) and a competitive proprietary procurement
waiver for thirty (30) Landrover vehicles of an
approximate value of $484,000;

a source-origin waiver from Geographic Code 000
(U.S. only) to Geographic Code 935 (Special Free
World) to allow competitive procurement of three
(3) cars and one hundred fifty (150) 90-125cc.
motorcycles of . approximate respective values
of $30,000 and $255,000; and

a source origin waiver from Geographic Code 000
(U.S. only) to Geographic Code 935 (Special Free
World) waiver of thirty-five (35) tractors and

related farm implements and proprietary procure-

ment from Massey-Ferguson, John Deere, International

Harvester, Ford and Caterpillar of an approximate
value of $930,000,



7.

I1. Project Rationale and Description

A. Relevance of the Project

1. Relation to the Mission's FY 1982 CDSS and its Agricultural/
Rural Assistance Programs

The Mission's FY 1982 CDSS and the review by AID/W stressed the need
for projects which increase village production, participation and
the contribution of villages to economic growth, These objectives
are to be achieved by providing a mix of assistance directly to
villages and districts in specified agro-ecological . zones and
some to selected national institutions mandated to serve and sup-
port villages through the decentralized administration, especially
though not exclusively, in food crop production., In addition to
its area development project in Arusha, the Mission plans to imple-
ment its agricultural and rural sector assistance under five general
program categories. These were identified in the FY 1982 CDSS; they
are:

- training and development administration;

- agricultural economics and program strategy;

- technology development;

- agri-business development; and

- land and infrastructure improvement.

Each of the program categories has a core project which provides
the basis for a coordination among all other activities within each
program category. A core project also provides a basis for linking
the work of appropriate national institutions more closely to each
other and to the requirements of villages and farmers., For example,
the core project in the technology development category is the
Farming Systems Research Project. Its objective 'is to coordinate
work in agricultural research, training and extension by linking
Ilonga Research Institute more closely to the Faculty of Agriculture;
to the training institutes of the Ministry of Agriculture (KILIMO);
to the extension functions of both KILIMO and the Prime Minister's
Office (PMO); and to the villages.

The Project proposed herein 1s the core project of the agri-business
development category. Its objective is to coordinate work in input
supply and distribution; product processing marketing and storage;
and rural finance and credit. It will link yillages more closely

to the network of institutions with responsibility to provide these
services and functions.

2. Project Overview

The primary implementing agent of this Project is the Tanzanian Rural
Development Bank (TRDB) which, in addition to its fimance and credit
function, is now the major distributor to villages of seasonal inputs
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for food crops and many cash crops. TRDB is the only national
institution with the clear and unequivocal mandate to support
development activities in villages. It does this in five funda-
mental ways:

(a) helps identify resources required for increasing village production;
(b) organizes procurement, distribution and delivery of external
resources;
(c) assists 1in mobilizing village savings and resources;
(d) supplements village resources by financing the acquisition
of external resources; and
(2) guides in the implementation of plans and utilization of
resources,

One of the most important services from farmers' perspective 1s the
delivery to villages of productive resources. There are other
distributors but none of them have a mandate to serve villages
directly. For example: The Tanzania Seed Company, the Tanzania
Fertilizer Company, the Tanganylka Farmers Association and the Board
of Intermal Trade with its network of Regional and District Trading
Corporations (RTC's/DIC's) sell some crop inputs and commodities,
The trading corporations are one of the major distributors of
machinery, equipment, hand tools and implements., They are supplied
by the Agricultural and Industrial Supply Corporation which imports
machinery, tractors, and equipment and the Ubungo Farm Implements
Company which prodices hand tools and animal-drawn implements.

Other distributors zre several private companies such as Machinery
Services, K,J. Motors, Riddoch Motors and Farm Machinery Distribu-
tors which import farm equipment when import licenses are obtainable,
There are none at present because of lack of foreign exchange. These
companies also Import, stock and sell spare parts and provide repair
and maintenance support., None of these distributors deals directly
with villages in project planning, implementation or provision of
required credit, TRDB is the sole link between these institutions
and villages for these functions, TRDB performs these functions by
scheduling and organizing the delivery of these inputs from various
suppliers and by providing them to villages on credit, mostly on an
in-kind basis.

Similarly, TRDB is the major link between villages and export/cash
crop authorities., However, the cash crop authorities have product
marketing responsibilities and only assume some responsibility for
input supply and distribution. The National Milling Corporation is
the single official market channel for food crops, It collects,
handles, stores and processes all grains from villages for delivery
to urban markets, It assumes no responsibility for delivery of food
crop inputs but relies heavily on villages to assist in purchase,
handling and storage of food crops for delivery to urban consumers,

The major problem in both input distrubition and product marketing
is that villages, the basic units of commerce, are not effectively
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linked to either network. Major constraints to greater participation
of villages in input distribution and product marketing are:

- 1inadequate physical infrastructure such as village service
centers, stores and godowns;

- 1inadequate skilled personnel to manage stores and inventories;

- {nadequate transport from regional/district depots and
branches, to villages, and to a lesser extent, from villages
to farmers' fields;

- pan-temporal and pan-territorial pricing of inputs and produce
which together with subsidies én inputs such as fertilizer
and on produce, most notably maize) complicate the determi-
nation of needs and administration of appropriate mark-ups
and margins essential for regulating and facilitating the
flow, storage, processing and sale of agricultural inputs
and produce.

The major objective of thls Project is to assist TRDB to overcome
these constraints, This will be done by supporting TRDB's term
lending operations to finance activities and investment which
prepare for and promote greater participation of villages in input
distribution and product marketing. These activities are:

- training for village credit usars;

- the construction and operation of village service centers,
godowns, offices, stores and community centers to facilitate
storage, handling, collection and other agricultural services;

- provision of processing and packaging facilities and equip-
ment to increase efficiency of labor, value-added, and promote
income generation within the villages;

- provision of animal-drawn carts for transport and animal-
drawn implements and improved hand tools for production and
processing; and

- acquisition and maintenance of motorized transport and related
equipment for selected villages where appropriate.

These activities and village investments have been identified for
support under this Project because they will overcome the major
constraints to village participation in input distribution and
product marketing. They have been identified also because they will
overcome the major constraints to raising production of food and
cash crops, and, more importantly, village incomes.

These activities were identified on thebasis of experience gained

by TRDB over the last five years during which food crop lending for

villages was initiated and expanded primarily with AID support,

initially under the Small Farmer Food Crop Loan Program (SEFCLP) and then the
National Food Credit Program (NAFCREP). In particular, term lending

for village godowns, grain mills and some motorized machinery for
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production and transport to selected villages have been the most
profitable for villages and TRDB. This is because village repayments
for these operations have been higher than repayments of seasonal
1nans, especially in food crops where more appropriate and profitable
farming systems packages are needed. In Tanzania, as elsewhere,
villagers will repay more willingly for services which are most
profitable and beneficial to them and which raise their incomes

most rapidly on a sustained basis, Theretore, increased village
incomes are as important to villagers and their well-being as they
are to TRDB's solvency and financial viability,

By building on past experience and expanding the most profitable term
lending operations to villages under this Project for food or casgh
crops, TRDB is most likely to improve its financial position, especi-
ally during the critical six-year period that now lies ahead, For
TRDB to improve its financial position it must grow and invest in
profitable projects; this means that its clientele must grow and
prosper as well, Specifically, TRDB must expand its lending opera-
tions in viable portfolios and increase its collections to improve
its liquidity and net worth. Improved collection and repayment rates
depend as much on the profitability of the activities which are
financed as on TRDB's ability to monitor and supervise loans in

close cooperation with other institutions which serve villagers.
Therefore, in addition to supporting new and profitable ongoing
lending operations. this Project will assist TRDB to decentralize

by moving all aspects of loan making, supervision and collection as
close to the villages as possible.

The major AID input provided in addition to institutional support
to TRDB is a $30 million grant to be disbursed over a six-year
period. An initial tranche of $10 million will be provided in
Phase I (a three-year period covering 1981-1983). The , remaining
$20 million will be provided in Phase II (1984-1986).L/ The grant
is intended to finance the foreign exchange component of village
investments to be financed by TRDB's term lending operations.
Specifically, the grant will finance the imports of raw materials
and equipment required to construct village service centers and
install grain mills in villages; facilitate movement, handling,
storage and packaging of inputs and processing of produce; and to
manufacture locally improved tools and oxen-drawn implements.
Imported raw materials and equipment will be sold on credit to
villagers and on a cash bagis to importers/suppliers and local
manufacturers, The local currency generated will be programmed
with TRDB to finance expanded term and seasonal (primarily for hand
tools) lending to qualifying villages. Therefore, the foreign
exchange provided under this Project will be used exclusively for
longer term capital type investments and not for recurring annual

1/ A description of the institutional support activities is contained
in Part II.F, below.
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expenditures on imported commaodities such as seeds, fertilizer,
insecticides and pesticides. These village capital investments
will be financed primarily by TRDB term loans; TRDB will also
schedule and organize overseas procurement and in-country distri-
buticen to villages,

The foreign exchange required for seasonal lending (e.g., inputs of
seeds, fertilizer and insecticides) will be provided by other donors
and/or from TanGov's own input program. Provision of foreign
exchange by AID for seasonal lending under this Project will be
delayed until area specific recommendations are forthcowming from
the Farming Systems Research Project and the results of other
village trial and deronstration programs. Once apprcpriate and
profitable input packages for food crops are identified, AID wili
reconisider financing of seasonal inputs in Phase II,

3. Relation to Tanzania's Agrariau Reform and Ruril Development
Strategy

The Mission's agriculture and rural development assistance program
categories have been defined to conform to the major productive
stages of village transformation under Tanzanii's overall agrarian
reform program. These stages are intended to map out the path of
transformation from a collection of scattered and relatively isolated
holdings to cohesive grouping of rural households working inter-
dependently as a basic unit of commerce for growth and, eventually,
self-sufficiency. These stages are also intended to identify the
type of external resources and supporting services villages require
from various TanGov institutions to move through successive stages
in their transformation. These stages are:

a. village settlement, registration, and organization;

b. education and indoctrination;

c. provision of basic social services and amenities;

d. training of village leaders, villagers, and village
functionaries;

e. organization of agricultural production units such as
communal or block farms;

f. provision of improved agricultural technologies and inputs
for production;

g. Iinvestments in rural infrastructure by government, especially
in water, roads development and land improvement;

h. investments in village economic infrastructure by villages
to promote commerce, agri-business, off-farm employment and
small rural industries;

i, communal undertakings in village commerce and other income
generating activities, especiaily off-farm;

j. conferral of Ujamaa status and official recognition of
village communal activities which have resulted in increased
incomes and well-being of all villagers; and
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k., village self-sufficlency and ability to identify, under-
take and finance its own development activities without
party and/or government support.

Thae stages of the Tanzanian villagization program are broadly
similar to agrarian reform movements common to latin American and
Southeast Asia. However, the Tanzanian model 1is unique as it was
not inspired by the need for land ownership redistribution. Also,
the Tanzanian movement can be distinguished by the long gestation
period of investments in education, social services, and infra-
structure before villages move into the productive and income
generating stages. Tanzanla's success with villagization 1s diffi-
cult to measure or assess malnly because there 1s no definition of
the process and length of time villages are expected to move through
end remain in successive stages; nor are the criteria and condition
defined that would indicate when villages are ready to move to
successive stages. While most villages are registered and basically
organized (about 7,650 reglstered out of 8,600 as of December 31, 1979)
only a few have received training for its cadre of key functionaries
and managers. Of course, settlement has been more successful in
some parts of Tanzania than others, and social services have been
provided primarily to villages in poorer areas where peasants were
more willing to move into new villages and benefit from these
services, At this time, there are no officially recognized ''Ujauaa"
villages, and it seems that the emphasis now is on village pro-
duction/productivity by any means, not only through communal

Ujamaa efforts.

A major problem with implementing reform is that the respective roles
of natignal and decentralized institutions to support the movement
are not clearly delineated, defined and agreed upon. In part, this
problem 13 due to the numerous institutions and parastatals which,
even with clearly defined and differentiated roles and responsibili-
vles, lack the requisite financial and human resources. In part,
thiis is also due to the greater degree of pragmatism and flexibility
followed in operationalizing and interpreting the overall objective
and intent of reform, especlally when considering the poor performance
of communal farms as well as the present economic and financial
crises which demancs more ''self support.'

Whether villagization eventually succeeds or fails, there is a clear
role for TRDB to support villages ready and capable to move into more
productive stages, There is also a clear role for AID to assist
TRDB., This 1is because of the fit in basic objectives and agreement
in the manner in which the objectives can best be achieved. The
village is now regarded by many Tanzanian policy makers as the basic
unit of commerce, rather than the basic unit of produc-ion.

With the assistance of AID-funded technicians, TRDB has clearly
defined a program to support and finance infrastructure investments
essential for promoting village commerce, growth and devalopment.
AID has been requested to help implement and fund part of TRDB's
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NAPCREP program which is estimated to cost about $150.0 million and
cover about 5,000 additional villages over the next six-year period

(1981-1986).

In the short run, TRDB also has a role, although more by defauit
than desire, to procure and organize the delivery of seasonal inputs,
raw materials and agricultural equipment for villages. Eventually,
the network of RTC's may overcome its management problems and be
able to take over a large part of input distribution, especially as
villages are able to receive, handle, store, package and add vilue
to these inputs ard to pay for inputs in cash. At that time villages
may also have their own savings and credit organizations to finance,
at minimum, their own seasonal lending operations.

Regarding agricultural processing/marketing, villages and farmers

need facilities to reduce post-harvest losses, to keep larger
proportions of harvested production in local reserves and add value

to agricultural produce in villages. These reserves can be used to
provide for home consumption, especially during off season or adverse
years, or give villages the opportunity and flexibility to wait
safely and find more profitable market outlets in the latter phases of
the market season.

The benefits of this Project take two major forms. First, TRDB's
activities will shorten the time required for villages to become
self-suificient. For Tanzania this is the most important benefit,

but very difficult to quantify. The second benefit comes in the

form of the net value of incremental benefits generated by the

resources provided under this Project and mobilized by villagers
themselves., These benafits have been quantified in the economic analysis,

In the sections that follow, TRDB's NAFCREP program will be described
as well as the part that is harein preposed for AID funding and
support,

B. Project Design Structure

Figure 1 lllustrates the structure of the Project and how it relates
to the institutions involved in the system and the activities needed
to improve the entire system, After identification of thc institu-
tions involved in the entire system, the design team asked what
activities are necessary to these institutions to improve the
commercial support and delivery system for the provision of produc-
tion related goods and services in the villages., Five end of
Project conditions were identified as necessary to achieving the
Project purpose. These conditions (EOP's) logically define five
Project components or activities; they are:
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- increased institutional capacity of TRDB to serve villages;

- improved village absorptive capacity;

-~ expanded lending for investment and increased commercial
activities in villages;

- improved marketiag infrastructure and services in villages;

and
- improved national institutional coordination for effective

village support.

Figure 2 1s a concise profile of the logical framework matrix. It
illustrates EOP outputs and AID, .other donor and TRDB inputs for
each component. The Project design structure and activities are
explained 11 detail in the following sections of Part II.

C. Project Phasing

1. The Cvcrent Project

Tn 1°74 the USAID provided a grant of $3 million in capital and

$ .75 million in technical assistance to strengthen and improve
TKRDB as a rural credit institution and to develop and implement the
pilot Small Farmer Fo7d Crop loan Program ‘SFFCLP) in selected
regions of Tanzania.l/ The current Agricultural Credit Project
(621-0117), for which technical assistance funding ends in Septem-~
ber 1980, has been successful in achiev%yg (and exceeding) a number
of the original objectives and targets.=

As of the preparation of this Project Paper, the two long-term
advisors under the existing project are still on board and are
providing critically needed inputs during the current transitional
period of decentralization. The tegm consists of a credit manage-
ment and operations advisor and a flnance management and systems
advisor, The latter will be continued under this current contract
with ACDI for a period of one year to provide continuity and overlap
with the new advisor, Approximately four person-months of services
are provided in the proposed Project to provide funding for part of
this extension,

2. 'The Proposed Project

This Project Paper presents plans for a seven~-year activity, specifi-
cally in support of TRDB's NAFCREP loan activities. A relatively

1/ The SFFCLP was eventually merged witn the IDA-funded Nationmal
Maize Program to form what 1s now called the National Food Credit
Program (NAFCREP). The TSh 20 million grant loan funds provided
by AID heve been totally disbursed.

2/ See the Institutional Analysis Annex II-F and the PES of February
1980, Annex II-L for description of the achievements.
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long implementation period is proposed to allow adequate time for
pre-project activities; TRDB staff expansion and training; the
achievement of the objectives of several complicated and contra-
versial components, such as the rationalization of input supply;
and achievement of results in several other related projects.
Therefore a one-year pre-implementation per}od and two Project
phases of three years each is recomended.,

(@) Pre-Implementation: CY 80-81 - During this period several
critical planning and preparation activities will take place. These
include: (1) contractor recruitment; (2) initiation of housing
construction, ordering certain commodities including household
appliances, vehicles; (3) placement of two participants immediately
needed by the Finance Department; (4) preparation of detailed plans
for training studies and commodity procurements; and (5) meeting of
several conditions precedent.

(b) Phase I (1981 - 1983) - The bulk of the $15.1 million in resources
provided in Phase I will be devoted to institutional development of the
primary executing agency, the TRDB, and lending in areas where
feasibility and socio-e~onomic soundness 1s relatively well established.
In addition a series of .tudies and other planning exercises will be
carried out to establish the technical and economic foundation for
expansion into new areas of lending and related service activities
in Phase II., Phase I will also draw heavily on findings and lessons
derived from such external efforts as Arusha Planning and Village
Development (APVD), the proposed Farming Systems Research and Train-
ing for Rural Development projects. Three of the five project
components have Phase I and Fhase II sub-divisions.

(c¢) Phase II (1984 - 1986) - Phase II resources of $28.1 million will
allow TRDB to carry out innovations in lending serviees developed in Phase I,
fn addition to carrying oa with the lending activities of Phase I. Although th

"new direction" type activities envisioned will be ambitious in
substance (off-faim enterprise, integrated service centers, village
marketing, new agro-industry and processing, consumer and service
ventures, etc,), they will demonstrate .systems which can be further
replicated,

With respect to a geographic focus, the option is left open and may
become a part of Phase II, if a zonal focus 1s approved for USAID/
Tanzania.

(d) The Mechanism - The mechanism for Project phasing is
drawn from the conceg; used by the Arusha Planning and Village
Development. Project.=’ The only differences are those of degree
and timing. 1In this case, it is recommended that all AID inputs
be authorized for the life of project costs as sufficient planning
has been completed to allow timely expenditure of all AID funds to
be used for technical assistance, training and commodities for TRDB.

I/ Part IV contains a complete description of the implementation plan.
2/ See pp.85-96 and Annex G of AID Project Paper (621-0143) for Arusha
Planning and Village Development, dated July 1978.
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In addition, sufficient activities have been identified to allow
expenditure of all funds for the NAFCREP lending., Additional

lending activities will be identified throughout the life of the
project. Plans for these may be considered for additiom to the
AID-funded portion of the NAFCREP portfolio at any time provided
TRDB provides the necessary analyses and meets the criteria contaianed
in Annex I-G. The Mission Director, with advice from REDSO,

AID/W and other sources of technical, legal or contract expertise,
will review and approve or disapprove these activities for AID
financing as they are submitted by TRDB to AID.

In addition to the on-going adjustments in the NAFCREP portfolio

a major evaluation will serve as the reference to examine the
progress in achieving certain EOP's. Several Project components
have been planned to be accomplished in two phases., Included is
the plan for expansion of NAFCREP itself., ©Phase I concentrates on
lending in areas of known return and village investments., Phase II
plans a major thrust into new areas of lending. This emphasis may
require a major restructuring of the NAFCREP portfolio, Therefore,
obligation of the $20.0 million planned for Phase II will await

the development of the three-year plan for Phase II (analogous to
the APVDP Annual Work Plan) to be developad during the later half
of Phase I. (See Implementation Plan, Part IV for timing.)

All plans and amendments submitted by the Bank will include the
necessary planning, costing and other analytical material to satisfy
Section 611 (a) of the Foreign Assistance Act and other AID policy
and program criteria, including any necessary procurement waivers.
The procedure and requirements for this exercise will result in
what amounts to a mini-PP type analysis for any new lending activi-
ties and an in-depth analysis for the Phase II expansion plan, The
planning activities will be supported by a full-time expatriate
advisor in addition to a variety of short-term consulting inputs,
The exercise will depend directly on data, proposals, and analyses
generated by the Project. (The position and work of the long-term
advisor 1is described under the sub-component for Research and
Development., See Part F.l, (d) below and Annex II-F for the job
description.)

D. Goal, Purpose and Beneficiaries

1, Program Goal

The program goal of the USAID strategy in the agriculture and rural
development sector in Tanzania is to provide assistance which will
lead to improved well-being and increased participation of the rural
poor in a growing economy.

At present there are approximately 8,600 villages scattered through-
out rural Tanzania with a total population of roughly three million
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families. The Tanzania Rural Development Bank is presently lending
to around 2,000 villages comprised of 700,000 families, or some

3.5 million f ople. By the end of the project period in 1986, the
Bank should be reaching in the vicinity of 7,500 villages.

Based on a recent impact survey in a selected area, about 757 of
the eligible borrowers per village utilized credit in one form or
another,l/ leading to speculation that NAFLREP could conceivably be
directly benefiting over 10,0 million people by the end of the
Project. Villages directly affected by AID-financed commodities
under the Project will vary by the type of input considered., (See
Part II.F.3 below for detalls.

Indirect beneficiaries are impossible to estimate precisely at this
point, but the number will be substantial. Spread effects, for
example, will result in increased utilization of unemployed and
under-employed labor. Mechanized food processing will give women
more time for child care or productive activities. Adequate village
storage will result in a substantial reduction in post-harvest losses,
now running about 207 or more. Processing and storage of grains
will reduce dependence on flour supplies from Dar es Salaam or other
urban centers. More efficient input distribution and marketing
resulting from proposed technical assistance, training and experi-
mental lending activities will reduce marketing costs and save
foreign exchange. Finally, recuperations in local currency from
AID-financed imported commodities will improve the Bank's overall
outreach capability, its loan portfolio and financial position.,

2. Project Goal - Increased Productivity, Production and Income
Generating Activities and Improved Marketing of Goods and Services

in Villages

The assumption linking the Project to the program goal is that
increased productivity will, in fact, result in increased production,
incomes and well-being of producers and their families. This
hypothesis wil} be tested through the data collection activity of
this Project 2/ and especlally the forthcoming Farming Research
System Project. At present, some empirical evidence does support

the assumption and was used as a basis for selecting loan activities.,
Improved marketing is a necessary corollary to increasing production,

1/ Survey carried out by Louise Fortmann, PSC-USAID/T, in the fall
of 1978,

2/ In support of tnis Project two intengsive farm management studies will
be carried out by two expatriate researchers (supported by the
Center for Developm:nt Research in Copenhagen). In addition, a
series of sample surveys will attempt to capture, ameng other
things, accurate time-series data for use in computerized input-
output analysis. See Section F.l.,d, below for data collection and
impact evaluation activities.



21.

The Project purpose focuses on this need by attempting to improve
the current system.

3. Project Purpose - A Strengthened and Expanded Commercial Support
and Delivery System for the Provision of Production Related
Goods and Services to Villages

At this level the principal assump>tion 1s that increased availability
and more effective provisions of required goods and services will,

in fact, lead to increased productivity and production. A secondary
assumption would be that farmers actually want to produce more,

This might seem self-evident, but there 1s some speculation that the
lack of sufficient consumer retailing activity in the countryside
may contribute to a lack of producer motivation relative to the
generation of income. This and ancillary hyposheses will be tested
in '"village service centers' which will locate more marketing

functions in the village,

E. Conditions Expected at End of Project (EOP'S) Indicating
Achievement at Project Purpose

The unique role of TRDB in promoting and assisting village develop-
ment cannot be overemphasized. TRDB has a clear mandate to support
village development. TRDB as a financial institution has the
incentive to identify those activities which are profitable for
villages because in so doing 1t assures its own institutional
viability. To enable TRDB to provide services and support for
villages a series of Project outputs are needed which strengthen
the Bank's institutional and financial capacity. (These outputs
are described in F.l. below,)

1. Strengthened Institutional Capacity of TRDB to Serve Village
Financi{al Needs

The major assumption for achieving this condition is that TRDB will
continue its contributions to donor projects. There is good evidence
to support this assumption. For example, TRDB's past contributions
to AID projects in the form of personnel and local currency have
always been regularly provided. Unlike Ministries TRDB has its

own. resources from which to draw. Also it can now use the redis-
count facility of the Bank of Tanzania.

Other important assumptions concern the institutional co-ordination
among TRDB,KILIMQ, crop authorities and the regional administrations
relative to the NAFCREP program.l/

1/ See Institutional Analysis for a discussion of the roles and
activities of other institutions, Annex II-F.; also the Technical
Analysis, Annex II-B.
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2. Increased Village Participation and Absorptive Capacity

Participation and absorptive capacity is defined in terms of mana-
gerial, planning, administrative, financial and technical ability

to receive, affectively and profitably utilize the goods and services
provided by the system under this Project. The assumption is that
these villages do indeed have the potential in terms of human,
organizational and capital resources to meet the condition and that
all that is really lacking is education and training which will
mob1lize these resources,

3. Expanded lending in Village Investments for Increased Production
and Village Incomes

This refers to both geographic (new zones, new villages) expansion
and diversification (new activities, investments and enterprises).

The assumption is that the economic potential exists for a significant
expansion of village production and enterprise., This assumption will
be verified by 7he Project through a series of studies and pilot
interventions.l

4. Improved Input Distribution and Services, Especially in Villages

At a point two to three years from Project initiation, this condition
will be re-defined in terms of the characteristics of a reorganized
sub-system, 1.e., a rationalization of the present input distribution
system, The objective 13 to design and develop a system which will
be economically sound (l.e., self-sustaining with reduced subsidies),
effective (accessible to villages throughout the country), and
equitable (greater participation of villages in the system). It is
not possible to describe the new marketing system now, however,
through Project-financed studies, research and planning (financed by
both AID and IDA) a model will be developed for testing during the
second phase of the Project. It 1is hoped that the eventual solution
will incorporate an expanded role for local or village controlled
retailing activity in keeping with both AID and TanGov (decentrali-
zation) policy mandates as well as for what are believed to be sound
economic arguments (less capital intensivity, more productive use of
human resources, the provision of incentives for efficlency, etc.).
Local integration of supply with extension and trainiug functions

are sound in concept and will be designed and tested in the Project.g/

1/ See Annex II-A for a description of the studies,

2/ A model for the testing of the concept in the form of a '"village
service center' will be tested in Phase I of the Project period.
See F.4 below,



23.

5. Improved National Institutional Coordination for More Effective
Support of Villages

The focus of the component dedicated to this condition will be
primarily in the area of linkage between the TRDB's program and

those of the Regions and PMO; KILIMO; and parastatals, such as NMC,
These institutions are involved with agricultural extension, research
and marketing, respectively.l/ There 1is some overlap here also

with the preceding condition. In terms of characteristics, the
objective i3 defined as improved integrated planning and cooerdination
to demonstrate an actual reorganization and rationalization of
services., The assumption is that the will and intent of coordination
and integration exist amongst concerned entities, but that only

the methodology and mechanisms (to which this element of the Project
is addressed) are lacking.g/

P. Detailed Activity Description - Outputs and Inputs

The Project 1s divided into five principal components which correspond
to the major "conditions expected' described above. Each of these

is taken up separately below for purposes of presentation, costing
and clarity, although there 1is a degree of overlap between activities,
Also, all activities and inputs (including TRDB's and IDA's rather
than just AID's) are described in order to provide a complete picture
of the context within which Project interventions will interact,

1. Component 1 - Strengthening the Institutional Capacity of
the TRDB to gserve Villages

Five project outputs will lead to the strengthening of TRDB.

Fach 1s dedicated to a different set of constraints facing the
Bank in development of its program for decentralization, moderni-
zation, diversification and expansion.i/ It is also important

to stress at the outset, with respect to this component in
particular, that the effort will be a collaborative one between
the TRDB, the IDA and AID.%/

(a) Qutput: TRDB staff capability at both headquarters and
field levels will be upgraded,

Fleld staff credit supervisors and project officers will
receive training to enable them to improve project appraisals,

1/ A sub-component of this activity will also attempt to bring about

- complementarity of purpose and operations between the two major
sources of rural credit (TRDB and NBC) as well as the Bank of
Tanzania in terms of its policy role and rediscounting capability.

2/  See section F.5 below for a description of the activity.

3/ See Institutional Analysis in Annex II-F for a discussion of
congtraints,

4/ As will be noted throughout this description, management and
coordination of AID and IDA contractors will be critical, a
responsibility which the Bank itself must shoulder. The task can
be facilitated by careful drafting of the RFP's in question and by
facing the issue candidly in the selection and negotiation
process, (See Part IV,)
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lending procedures, collections and delinquency controls,
Regional managers will receive in-service training to improve
branch and portfolio management. At the headquarters key
personnel in all departments will be upgraded either through
local courses, on-the-job training, or long- and short-term
participant training. In addition seminars and workshops

are expected to reach all TRDB employees,

This sub-component will be implemented by the training and
reglonal supervision staffs of the Bank. The division, nature
and scopes of IDA and AID-financed activity will be approxi-
mately as follows:

(1) IDA Formal Staff Courses - The IDA assistance
package for staff training will focus on the improvement and
expansion of formalized courses of imstruction for credit
supervisors and project officers. The idea 1s to make these
courses more practical and relevant to exlsting conditions
and problems faced in the field. In the past, the curricu-
lum has emphasized theory rather than practice and has
attempted to impart techniques that are far too sophisti-
cated for use at the level of lending in which the Bank is
engaged.l The curriculum to be developed by the project
will be designed to utilize case studies of actual TRDB

projects.

The new series of courses will be organized in two parts for
both proiect officers and credit supervisors, each of about

6 weeks Iin duration, the follow-up course coming about a

year after the original, Additional refreshar courses of
7-10 days will be provided to all operational field personnel
every 3 to 4 years. Annual seminars will also be provided
for all regional managers to focus on specific problems and
compare experiences. Finally, speclalized courses (3-7 days)
will be offered in administrative procedures, rural develop-
ment, accounting, crop production and small industry.

For implementation of the proposed program, the IDA will
provide three full-time advisors for the 3-year period of

its project including: a chief training officer, a farm
management speclalist, and an agricultural economist. The
chief training advisor will '"head" the Training Division and
coordinate its activities with those of the Research Division
where the other two advisors will be located. 1Iu general,
the chief will be responsible for the design and preparation
of teaching materia.s, drawing as required on the specialized
advisors in such areas as the preparation and appraisal of

1/ For analysis of the TRDB current program of instruction, see the
IDA Staff Appraisal Report of February 1979 for the General Line
of Credit Project, paragraphs 2.19 - 2.22.



25.

agricultural projects and the technology of various crop-

ping systems, The team will also develop a series of guide-
lines and other training materials as well as assist in th /
development cf TRDB's research program as described below,=

No overseas participant training is provided by IDA, although
the Training Division is to assist in coordinating the entire
staff development plan of the Bank.

(11) AID On-the Job and Participant Training - AID-
financed training will be divided between the development of
a long-term on-the-job training program and participant
training to meet both general and specialized educational
requirements,

On-the-job training will be carried out in tandum with the
courses developed and financed by IDA. 1In AID's case, the
long-term technical assistance advisor responsible for regional
supervision and decentralization will be located in the
Directorate of Regional Supervision to assist in preparation
and implementation of an on-going on-the-job field training
program. The program will include: (1) a continuing stream
of practical guidance and reference material to management

and technical personnel; (2) an intern training program for
new personnel assuring diversified exposure to various
problems, tasks and methods encountered throughout the country;
(3) periodic field interviews and testing to assure maintenance
of skills and identify gaps to be treated in formal or

informal training sessions; and (4) rotating seminars on
management, planning, programming and evaluation and other

key issues ag they emerge in the course of implementation.

The advisor will coordinate with the IDA training officer assigned
to the Training Division.Z/

Participant training will be provided in the U.S., Tanzania
and other developing countries., 1In the design analysis an
acute need was found for upgrading of higher level skills
in the area of accounting, data processing and financial
management and analysis, Also, and especially as the Bank
moves into new lending areas (both geographically and by
type of sub-project) a real need exists for additional
training in agricultural economics, extension agronomy,
agricultural engineering, statistics and planning. Because
of the already relatively high level of preparation of

1/ Paras. 3,06 - 3.10 of Appraisal report describe the training
program, Annex 3 to the report shows an illustrative program of
course content.

2/ This ties in with training to be provided under the Management
and Operations Sub-Component and the Inter-Institutional
Coordination Cemponent, i.e., management and planning method-
ology.
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profesiional personnel, project officers and above, most of
the long-term training will be in the nature of "topping-
off" skills already acquired in local 'r foreign universi-
ties. All training proposed, therefore, is for two years
or less and will L2 for A.S., u3c and MSc degrees. Most
training will be provided in the U.S. unless students
qualify for an appropriate program at the Faculty of Agri-
culture at Morogcro, In addition, some of the need can be
met through short courses of 3 to 6 months' duration with
the USDA and U,S. universities offering similar opportu-
nities.l/

Balanced against the above needs the TRDB is faced with the
problem of maintaining an adequate and qualified staff for
expanding lending over the life of the Project., Participant
training assistance proposed, therefore, mus. 2 flexible

in nature. A fair degree of latitude should be allowed,

for example, given the major planning, replanning and
programmirg exercises to be carried out during the first
three years of the Project and beyond. Unforeseen needs
will undoubtedly surface, both in terms of training required
and in respect to the retention of badly needed personnel.

Taking these factors into account, the level of training
proposed is calculated in such a way as to hast no more than
ten to twelve persone simuitaneously to long-term training
during any onc operational year. About sixty person-years
of long-term training is thus the maximum that can be
tolerated by the Project.

At prescnt there is a need for a minimum of two students with
2-year A.S. programs in computer sciences and mechanized
accounting, and an additional four should receive training to produce
C.P.A, level persomnel. Selection of students and program-
ming of the training will be done annually in a training

plan which will be prepared prior to the end of each

calendar year (to allow time for admissions procedures with
U.S. universities for entrance the following September).

The U.S. regional supervision and training advisor, in
consultation with his IDA counterpart, will advise on develop-
ment of the plan and selection of trainees and appropriate
universities, A training plan will also be prepared yearly

The USDA offers a 6-month course in extension and a shorter
course in agricultural project design, analysis and management
including comprehensive cost benefit and farm management analysis,

Similar opportunities are now offered by several U.S. uqiv%i-
sities. Also specialized courses in many fields are available
such as grain storage, mechanization, small scale industry

development, etc,



27.

for the short courses contemplated.l/ The U.S. Contractor
will also provide backstopping and coordination services
for U.S. training.

Finally, funding is set aside for short-term orientationm,
observation and on-the-job training visits to the U.S,

(Farm Credit System), the Philippines (Rural Banking System),
land selected rural bank operations in Africa.

(b) Output: TImproved Management and Operating Procedures
Within TRDB

Indicators will include better problem definition, policy
formulation and decision making, improved planning, upgraded
program and project design and improved sub-systems and
procedures,

As with staff development, this element will be a joint
effort between AID and IDA-financed technicians and personnel
of the TRDB's Directorates of Development and Regional
Supervision and Coordination.

(1) IDA assistance in organization and methods - As the
IDA project is structured, a major component 1is dedicated
to what 1s called "Strengthening TRDB's Organizational
Structure,'" the basic thrust of which is to provide tools
and systems to manegement for more efficlent administration.
Included in the component are development of a management
information system, a monitoring, evaluation and research
activity, and support to the Organization and Methods Division.
(The first two of these elements are described in sub-sections
to follow on data collection and financial management because
of natural linkages with these components to the AID package.)

With respect to general management and operations, the
principal vehicle for IDA assistance will be the establish-
ment of a new division within the Development Directorateg/
specifically dedicated to "organization and methods.' The
division 1s to be responsible for the preparation and

b,

Two students in accounting &and computer sclence will be sent in
the spring of 1981 through direct UJAID placement. While all
other training will be provided under the techaical assistance
contract, it 1s necessary to place these students as soon as
posiible to prepare for the arrival of the IDA-financed computer.
A training plan will not be needed for these individuals. Future
disbursements for training will be dependent on the submission to
AID >f training plans.,

See Institutional Analysis, Anuex II-F for roles, functions, and
structure of TRDB operatiomal units,
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updating of manuals and procedures as well as organizing
the flow of information within the Bank. A particular
focus will be on the loan collection system,

In support -of the activity IDA will provide 48 person-months
of consulting time to assist in setting up the division,
training personnel and defining ''roles, practices and
procedures'" by which TRDB staff are to operate.l Provisions

have been made for recruitment of the Division Chief and
staff,

(ii) AID activities in management - While the IDA
package will concentrate on systems, AID will focus on
improving the 'technology of management”g/ within the Bank
and especially in the field. The approach contemplated
will build on a base established under the current Project
through three seminars held in Arusha in February through
May of 1980, These seminars, each of which focused on a
different level of the Bank staff, provided a substantive
initial exposure to techniques which are basically those
embodied in AID's design, planning and evaluation
methodology combined with a '"management by objectives"
overlay. The seminars will also attempt to develop manage-
ment training skills at middle and lower levels in order
to facilitate a multiplier effect throughout the Bank's
system and for the benefit of incoming personnel.zZ
Selected management and staff personnel of other institu-
tions currently working with the TRDB are also invited,

In terms of the new project, the idea will be to capitalize
on interest and momentum generated by these three seminars
through a series of follow-up sessions and exercises in

the field, at headquarters, and in the U,S., The methodology
will be incorporated in the on-the-job training program in
the form of short seminars which will emphasize the
resolution of real problems faced by local managers in the
day-to-~day administration of their programs and in planning,
programming and evaluation requirements.

1/ See IDA Appraisal Report, para. 3.15

2/ Phrase borrowed fram Practical Concepts, Inc. (PCI) literature
on management training,.

3/ The three seminars are: Executive Management Seminar (1 week)
Training of Trainers in Management (TTM)I and (TTM)II. They
were carried out by PCI utilizing techniques developed over the
past 10 years primarily with AID backing., Costs of these
seminars were shared between PCI (funded by AID/W), USAID,

ACDI and the TRDB,
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At another level, the project will sponsor workshops to
support the five new zonal supervisors. Each year, probably
in connection with the Management Seminars, the zonal manager
will meet with key personnel from each of the regional
offices for problem solving and a zone-wide planning exer-
cise, Regional managers will also be trained and provided
with resources to conduct similar exercises with district
personnel. The general manager and key department heads

will meet yearly for planning workshops with zone and regional
managers and with key personnel from the headquarters
operation. In all cases the thrust will be to bring the
methodology to bear on real problems faced by the Bank and
develop sound solutions through long- and short-range plan-
ning exercises,

The opportunity afforded by this multi-level activity for
AID and other donors in the area of project design is self-
evident. In the case of this project, a major planning
workshop in the third project year (fourth fiscal year)

will determine the program for Phase II, utilizing analytical
material developed through the Research and Development
Component described below., Participation of other TanGov
ingtitutions will bLe essential.

In support of the activity at a higher level, the Chairman
and department heads will be sent to the U.S. for short
ccurses and seminars of the American Management Association,
and/or U.S. firms and universities, In these cases, advan-
tage will be taken of such travel for further exposure to
agricultural banking operations in the U,S., Latin America
or elsewhere,

Finally, in a modified form the seminars and workshops will
be utilized to determine, plan and implement solutions to

the input distribution and other inter-institutional coordina-
tion problems described in components 4 and 5 below.

With respect to implementation, detailed planning will take
place during the early months following negotiations with
the U.S. contractor. The plan will be done by the senior
advisor and may utilize a specialized team of short-term
advisors.l/ 1If necessary the planning team and follow-up
consulting ascistance will be provided by a sub-contracted
firm specialized in this type of management consulting in

1/ A training plan will be approved by both the TRDB and AID as
a condition precedent for disbursement for the actual conduct
of seminars, planning exercises and overseas courses.
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an overseas setting.l/ Ongoing implementation will be
coordinated by the Regional Directorate in cooperation

with the Planning Division of the Development Directorate.g/
Much of the training will hopefully be conducted by Bank
staff on its own account. Part of the methodology includes
a training-of-trainers element. As experience is gained,
the activity should develop a momentum of its owm.

(c) Output: Improved Financial Viability and Growth of
the TRDB Throughout the 1980's ,

Other activities willl contribute to this, especially the
provision of foreign exchange (FX), raw material imports

and lending capital by both AID and IDA, 1In addition,
collections will improve as a result of technical and
training inputs focused on methods, procedures, criteria,
etc, Nevertheless, the most critical factor will be manage-
ment, Iin this case, financial management. Major sub-outputs
will include further development and mechanization of the
accounting system, better and more timely financial reporting,
improved financial analysis and projections, more effective
controls, and more innovative and aggressive measures for
the mobilization of capital from sources external to TRDB.

Again the effective integration of AID, IDA and TRDB contri-
butions will be of critical importance. Scopes of activity
will be as follows:

(1) IDA assistance in management information systemsl/-
The IDA package is designed to establish a full-fledged
"integrated information system." Included will be a "small
computer,' recruitment of support staff and necessary
training. In addition to handling accounting functions, the

Y,

3/

Although PCI has probably had the most exposure to AID in the
utilization of the methodology proposed, there are other firms
with experience and capability. Bidding could be competitive
or the technical assistance contracts could submit joint pro-
posals, :

As will be seen, the Staff of the Regional Directorate will
include a bank officer dedicated solely to coordinating training
activities in the field who will counterpart the U.S. advisor.
In addition, the Chief of the Planning Division, supported by
an additional U.S. advisor, will work together with the Regional
Directorate in the coordination of the planning side of the
training program.

See paras. 3.13 and 3.14 of Appraisal Report.
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computer 1s to be utilized for a variety of statistical
and resesrch applications, improved financial reporting
and billing and rental time for other users. Forty
person-months of consulting time are provided for training
and development of software,

(i1) AID assistance in financial administration and
capital mobilization - In this case the AID
contribution will be more or less equally divided between
systems and management, while IDA will focus almost entirely
on systems. The reasons for the proposed overlap are
compelling.

Under the existing Project, technical assistance directed
toward the development of accounting and financial reporting
systems has resulted in marked improvement over the years,
The fact that the Bank i1s using financial statements at all
at this point (albeit several months late) is a tribute to
the talents L/ and energy of the current advisor given:

(1) that the volume of lending (number of loans) hes
increased by a factor of close to 10 in the past 4 years;g/
(2) that equipment is badly outdated (vintage 1965 NRC 400's
which are constantly breaking down); and (3) personnel with
adequate computer sclence and accounting backgrounds are
lacking.

In the face of the above and other obstacles, the current
advisor was forced to improvise and develop a system for
mechanized accounting utilizing computer time borrowed from
the National Treasury (one of four functioning computers in
Tanzania). Accesg/to computers and machine capacity are
limiting factors.=~' Financial projections are also run for
planning purposes. A substantial amount of the necessary
software, therefore) is or will be developed prior to

Project execution.4/ Adaptation for the new hardware to be

The current advisor is qualified in both financial management and
automatic data processing systems design.

In the 1975/76 season, 158 loans were made, mainly through coopera-
tives. In the 1977/78 season, 1,036 loans were processed and
currently the Bank is directly reaching close to 2000 villages,

Much of the increase is due to elimination of the cooperative

system as the major vehicle for wvillage financing.

The present advisor stands in line every morning at the Treasury

to obtain access to the computer. He can process three or four

runs a week, if he 1s fortunate. normally on weekends or early mornings.
As of this time, already computerized are monthly batch balances

of transactions, updating of master loan file, and interest and
arrearages calculations., On a quarterly basis three reports are
produced for management with information by project, region and
ledger including transactions, year to date, and selected borrower
statements., An annual "aging of arrearages' report is produced.

A number of additional sub-systems are necessary for tracking inputs,
vehicles, etc., and for Regional Office control systems, accounts
payable, disbursement control, general ledger, payroll, add-ons

to the existing loan system, etc.
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procured by IDA funds should proceed rapidly provided that

personnel with adequate accounting and computer backgrounds
can be brought in, One is now in the U.S. in training, and
8ix to ten others will be sent under this Project.

Beyond the above, there is an enormous job in revamping

the collection, recording and handling of financial data
throughout the Bank's increasingly decentralized operation.
The complexity of the situation 1s compounded by the
multitude of transactions assoclated with the TRDB's manage-
ment of agricultural inputs (procurement, storage and distri-
bution)., Marketing and repayment relationships with para-
statals (constantly changing) add another dimension. There
remainrs a serious problem concerning how to reflect large
outstanding arrearages including those with parastatals and
now dissolved Cooperative Unions and Societies. Evolving
roles of the TRDB and the NBC with respect to each other and
to the retail banking side of the picture will require
additional adjustments. Finally, in the new Project further
stress will be placed on financial management systems due

to significantly expanded and diversified operations in the
countryside, decentralization of staff and functions, new
forms of capital mobilization, more sophisticated planning,
an expansion of offshore procurement, and, in all likelihood,
substantially revised marketing and supply arrangements.

Taking these ipto account, despite the consulting time
proposed by the IDA, a full-time advisor should have a solid
grasp of the history of the system and why it has evolved
the way it has, Otherwise, months or years of work could be
undone and key decision could be erroneously made due to
lack of understanding or mis-information. Until the auto-
mated system envisioned is complete and fully functional,

a full-time advisor will be critijcal for continuity and
technical reasons.l:

AID will provide one full-time advisor fcr the six years

of the Project period plus four person-months for the current
advisor. Working closely with the Director of the Finance
Directorate and short-term IDA comsultants, it will be the advisor's
responsibility to assure that the accounting, financial

reporting and analysis systems are brought up to par with

the magnitude and complexity of the Bank's operation and

1/  The present advisor will be maintained on board through a
substantial overlap with his replacement under the new Project,
The replacement will have to have the same combination of
skills, i,e., high level accounting, plus ADP system design.
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that top management is made aware of the financial trad-
offs involved in operational and planning decisionms,

In the area of resources mobilization, the advisor will
attempt to generate the capital needed for TRDB's contri-
bution to NAFCREP from foreign capital sources. Immediate
possibilities for local currency include the new short-term
loan window for seasonal lending of the Bank of Tan-
zanla in addition to the Rural Finance Fund, a medium- and

long-term borrowing facility also of the BOT. Another
could be a collaborative arrangement with the NBC for the

utilization and relending of village borrower deposits.

A variation on this would be the capitalization of a
portion of loans disbursed to a savings or share account of
the borrower.

The list would go on., The point is, that 1" the bank is to
prosper, i:s resource base will have to expand relative to

a demand for goods and services that is "infinite' in the
foreseeable future, egpecially given the lack of private
capital markets in Tanzania. Similar efforts should be made
to attract new foreign capital, The need for foreign exchange
over the next decade for rural development is also "infinite"
relative to supply available.. The constraining factors are
lack of resources and delivery and absorptive capability.

In the area of planning, the finance activity will be of
critical importance relative to the phased approach taken by
the Project. Sound financial analysis and projections will
be vital to the determination, justification and programming
of new activities, Such variables as collection rates for
various types of sub-projects within an increasingly diversi-
fied portfolio and varying constraints assoclated with
different geographic regions will have to be taken into
account.

Finally, the area of repayments and loan collections will
receive gpecial attention in conjunction with efforts made
under other components, Systems of financial control,
monitoring, analysis and feedback need to be established

to keep both headquarters and field personnel abreast of
fluctuating delinquencies by area, term, crop or sub-project,
etc,, so that attention can be directed to those areas of

greatest need and priority,

(d) Output: Tmproved Planning and Decision Making at All
levels .

As stressed throughout, the nature of the Tsoject is evolu-
tionary, and a principal objective is to find "answers"
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to some of the most serious constraints to increased produc-
tivity, profitability and income at the village level.
Systematic data collection and analysis of ongoing activity
will obviously be critical to this approach. Likewise,

in pursuit of innovation and efficienty in the overall
delivery system a substantial research and development effort
(studies and experimental activities) will be necessary.
Thirdly, in terms of key decision making relative to diversi-
fication and expansion, evaluation is a prerequisite. Finally,
planning itself is vital for forward movement at both Project
and program levels, It 1s to these ends that this sub-
component 1s dedicated, The activity will also serve as a
control mechanism for the phasing of the Project. The
studies and experimental activities will allow TRDB to:

(1) establish realistic targets with respect to credit and
services extended and geographic coverage; (2) Improve
placement of resources (human and capital) for achievement

of targets; (3) identify the most profitable technology and
service packages to accompany credit and goods provided in
villages; (4) develop a methodology for overcoming or
effectively taking into account existing social, economic,
technical and other constraints to greater impact from loan
placement; and (5) provide technical assistance to develop
and experiment with models for the integrated delivery of
goods and services, diversified lending, and for new and
more profitable village enterprise; and (6) improve the
repayment rates as constraints and more profitable technolo-
gles are identified.

The activity will be centered in the Development Directorate
with activities split between the Research and Planning
Divisions. It will be supported by the two principal donors
(AID and IDA) as well as the Center for Development Research
in Copenhagen (DANIDA), While the Research Division (where
1AL/ and DANIDA-financed personnel will be located) will
be in charge of data collection, analysis and impact evalu-
ation activities, the Planning Division will be responsible
for overall coordination of the research and planning effort,
special studies to be funded by the Project and planning
itself, both in terms of institutional and Project objectives,
In support of these latter functions, a long-term U,S.
speclalist in rural development planning will be provided.

1/ 1IDA personnel are the same two advisors described earlier under
the Staff Development Component (farm management specialist and
agricultural economist).
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(1) Data collection and analysis and impact evaluation:
the research division - At present the Research
Division is staffed by two TRDB professionals, the Chief
(an MSc agricultural economist) and assistant (a BSc agrono-
mist), Working with them are the two recently arrived farm
management economists provided by DANIDA,

In terms of current plans, the Danish researchers have their
activity mapped out, Over a period of 2 years, they intend
to carry out two intensive farm management studies and
village surveys in one region. The Bank plans surveys in
seven regions to survey crops and production-related activi-
ties. These activities come down to the principal concerns,
impact and repayment, The effort is currently sharply
curtailed by lack of funds (the annual research budget is
TSh 20,000)and transportation.

Concerning IDA inputs, the contribution will primarily
consist of guidance from the expatriate agricultural econo-
mist and farm management advisors. They, however, will be
principally focused on the development of case studies and
appraisal manuals for the financing of various specific crops
in addition to providing technical material for the field
gtaff courses discussed earlier.

With respect to the AID contribution, assistance will consist
of short-term consulting inputs, vehicles, materials and
other research costs such as training enumerators and for
hand calculators. Consulting resources will be drawn from
such fields as agricultural economics, agronomy, agricultural
engineering, irrigation and hydrology, survey research design
and statistics, data processing, economic anthropology and
rural sociology, civil engineering, small busiuess develop~
ment, solls, ecology, etc. These consultants may work for
TRDB directly or they can provide assistance to such insti-
tutions as UFI, AATP, SIDO, PV0's, etc. To the extent
possible, maximum use will be made of Tanzanian and African
sources of expertise, (A detailed description of proposed
studies is contained in Annex II-A.)

(11) Studies and planning: the planning division - The
Planning Division, currently staffed by one professional, is
charged with the responsibility for identifying new invest-
ment opportunities and for preparing sectoral and regional
investment plans. Under the new Project, this division will
be strengthened through the addition of at least two analysts,
probably agricultural economists., At least one of the
returning MSc level participants will be placed hece, As
mentioned, a long-term resident rural development planning
advisor will support the Division, together with the Division
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Chief, The AID-financed advisor will coordinate these
activities and assure that AID analytical requirements
are met relative to Phase II planning.

The program of studies will be provided with local and
expatriate consulting assistance, transport and materials
inputs, and other cost requirements in a flexible arrange-
ment that will allow maximum freedom to respond to specialized
analytical needs as they are defined in the course of imple-
mentation, An implementation plan will be developed during
the first 3 months of the Project for approval by AID and

TRDB for the first 18 months of Project execution, against
which funds will be disbursed over the period. It will
include the research and training plans to cover the period
prior to the contractor's arrival. Thereafter, the U.S.
contractor will provide consulting assistance, either directly
or through subcontracting arrangement. (The studies and study
activities arc expected to be carried out during tne Project
are detailed in Annex II-A.)

Beyond planning and supervising the above studies, the Planning
Division, with support from the short- and long-term advisor,
will be responsible for the preparation and coordination of
annual work plans and Phase II development and operational
planning. The advisor should involve a cross section of

TRDB and other concerned agency personnel in these activities,
These planning exercises will employ essentially the same
methodology as the management training program. In this

case the seminar forum will also be utilized, but on a

larger scale. The ''retreat' envisioned for year three of

the Project, during which a highly structured but collabora-
tive exercise will produce goals, tergats and a programming

of institution:! and financial resources consistent with

both system and village needs accessed during preceeding
years. Shorter seminars will be held on an annual basis

to define and detail interim plans.

The plan :ing process will also dovetail with that provided
in the Inter-Institutional Coordination area and in conjunc-
tion with TRDB planning, joint plans will be developed for
inter-agency collaboration over the same time frames,

The 3-year plan developed in 1983, together with supporting
documentation drawn from the studies and data collection
activities, will be utilized by AID as the basis of planning
for obligation -of Fhage II funds.L/

1/ Also see Evaluation Plan Part V. External evaluations will be
held in years 3 and 6 and contribute to AID and other donor
decision making.
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(e) Output: An Effective Decentralized Structure of the
Bank with Upgraded Competence and Respoasibility at
Zone, Regional and District lLevels,

Secondary outputs will include a reorganized and more
effective field management system, increased and more
qualified staff at all levels, revised systems and pro-
cedures for improved efficiency, improved communications
and information flow (including effective channels for
feedback from the villages) and better loan placement,
gupervision and collections. These outputs will all result
in part from other activities described earlier. An indis-
pensihle part of the picture, however, will consist of a
carefully planned, organized and executed program for
decentralization of appropriately porportioned degrees of
capability, responsibility and authority which will provide
the setting and incentives for improved performance in the
field.

Many of the constraints associated with the existing system
are dealt with in part by earlier components dedicated to
training, management and operations and finance. In the
case of decentralization, however, the need is to focus on
the entire field structure, its lines of authority and
responsikility, its internal operational relationships,

its flexibility and responsiveness to increasing demands,
its capacity to handle expansion and diversification and
its capacity to assume ever increasing authority with
respect to management of human and capital resources. In
sum, the entire field structure is the subject of this '
component, its organization, functioning and growth. Manage-
ment of this effort will be the Director of Regional Super-
vision and Coordination.

The Directorate of Regional Supervision and Coordination will
be staffed by its current Director in addition to two senior
asgistants for coordination and on-the-job training., Assisting
them will be f?e senior AID advisor for regional supervision
and training.= Also considered part of the staff of the
Directorate will be the five zonal managers to be placed in

1/ It is hoped that the senior AID advisor may be able to act as
an informal '"Chief of Party'" or ''dean'" of the entire contract
force (IDA/AID/FAQ). If this is not possible, the Director of
Regional Supervision will be faced with the added burden of
resolving differences and conflicts of policy, program and
activities among the contractors (See Part IV). The advisor
will also plan and coordinate the inter-institutional seminars
described in component 5 below,
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supervisory positions in the field. Each will supervise
three to six regional offices.

Under the program envidoned, authority, responsibility

and operating resources will be extended gradually, based
on analyses of constraints and continuing evaluation of
field performance. Some of the key elements of the program
are highlighted below.

- Loan Approval Authority - Decentralization of
approval authority in accordance with demonstrated field
capability is necessary. The new formula, levels, procedures,
restricticns, etc., to be developed for decentralized approval
of funding will constitute a major task of the Directorate
and the AID-financed advisor.

- Human Resources Development and Logistic Support - A
major task of the decentralization activity will be to iden-
tify and develop technical, procedural and other innovations;
expand the numbers and extend the coverage of field staff; and
provide on-the-job training to project officers and credit
supervisors to supplement the formal training provided by
IDA, Study tours and short-term overseas training will also
be provided for those individuals showing potential for
assuming increased responsibilities. An obvious need is
also to increase mobility of the field staff by providing
vehicles and motorcycles, (See Institutional Analysis,
Annex II-F for staff expansion plans and transport require-
ments, )

- Performance and Performance Evaluation - It is
axiomatic that incentives to improved performance are neces-
sary in any system. It is particularly important to TRDB
so that good people can be retained., The Directorate and
AID-financed advisor will develop an incentive system for
evaluating performance and recognizing and rewarding superior
performance of field officers through promotions, recognition
and remuneration,

- Delinquency Control and Collect:on - As discussed
in other sections a significant effort will be made to improve
collection rates through better loan appraisals, procedures
and criteria. Collections can also be improved by developing
more 'aggressive' tactics for field staff in village education
activitiesl/ Provision of vehicles and motorcycles will pro-
vide transport to allow more regular loan supervision and
collection activities in the villages. With these factors
in mind the Directorate with the assistance of the AID
advisor will in collaboration with the Finance and Develop-
ment Departments develop appropriate policies and training
activities to ameliorate the collection preblem.

1/ Note that the extensive client training program is also under the
direction of the Directorate of Regional Supervision and Coordination,
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-~ Management and Planning - As described above, a
key element of the Project will be management training
incorporating the methodology of maragement by objectives
and problem solving. A vital source of information and
appreciation of this training will be the field staff,

More effective management will allow greater decentrali-
zation. To this end the Director and advisor will attempt
to implement management techniques at all levels to improve
planning and delegation of authority.

Component 2: Improving Village Capacity- Client Development

(a) Output - improved credit worthiness of maturing new,
villages so that they can effectively absorb external
resources for self-sustaining village development,

This output will be verified by several indicators including:
successful management and repayment of old and/or seasonal
loans; improved record keeping and accounts; demonstrated
ability to organize village resources for new loans and
village investments; leadership capability; trained village
managers and technicians and a well-functioning village
council.

As explained in Part II.A above, different villages have
passed through different stages in their evolution and trans-
formation. Some villages have passed well beyond maturity
and are now in advanced stages of commercialization. Others
could mature more rapldly and become credit worthy, especi-
ally for village investment and term loans, if training were
provided., The objective of this component is to identify
these villages, to provide training in the most effective
use of credit and technologies, and prepare them to effectively
absorb new resources for more complex, yet more productive
activities,

This component recognilzes that villages are the primary
implementors, contributors and beneficiaries of the proposed
Project. Indeed, village participation in decision making,
resource mobilization, organization and management of develop-
ment activities recommended herein is perhaps the most
important condition for Project success, To promote village
participation, TRDB will be emphasizing training and client
development to a much greater degree than in the past. TRDB
has recognized this need for several years and has conducted
training in 8 reglons for about 500 villages; however, it has
not had the resources to mount a more extensive training
effort. The recent TRDB organization cl:anges and staff
training coupled with mobile training vans and equipment
from the IDA project and TA from the FAO project give the
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necessary rescurces to carry out a much more extensive
client training program.

(b) Activities

Although village training and client development 1is a
critical activity to foster village participation, the AID sup-
port to this Project will not support this component to the degree of
other components, This 1s because of the support of other
donors and the fact that there are limits to TRDB's role

to organize and administer village training programs without
the concurrence and full cooperation of PMO., This coopera-
tion depends on PMO's own ability to support and monitor
village training programs of other Tanzanian institutions.,

To an Iimportant extent, PMO is supported by other donors in
village training, especially the NORDIC group and 1its Village
Management Training Program. This program trains village
management technicians in bookkeeping, records and accounting
and other basic management requirement, This program is

also training district officials in planning, management

and project implementation. Coordination between TRDB and
PMO in this component is, therefore, essential. The Mission
now plans to promote this coordination through the second
phase of its Training for Rural Development (TRD) project.
Design of the TRD Phase II project will begin in August 1980
and will take these critical linkages into account,

A second reason for the relatively limited support to this
component under this Project is that AID inputs are keyed to
support FAO and IDA training activities with TRDB. Specifically,
the Decentralization and Field Training Advisor provided

under this project will help identify training needs of
villages and assist in curriculum design. Funds for short-term
consultancies with the Institute of Adult Education and from
overseas are provided to respond to unforeseen problems and
opportunities as they develop. Also contingencies for train-
ing, reproduction materials and other supplies are provided.
If, however, FAO assistance will not be forthcoming as planned,
then the TRD Phase II projects can be adjusted to meet TRDB's
requirements.

In all TRDB's training activities for villages the '"training
of trainers' concept will be emphasized. In-country seminars
will be employed to train TRDB field staff to train villagers
and farmers. Thils process has already begun under the

present USAID/TRDB credit project as 50 TRDB upper- and mid-
level staff have recently completed the USAID-sponsored

Training of Trainers in Management (TIM) course. During the
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next year 5 zonal Field TIM training seminars, utilizing
already trained TPDB TIM Traincrs, will be held. 1In
addition, an Executive Management Seminsr was held for

top level management of parastatal institutions to be;in
necessary institutional coordination. Both the TTM and
EMS concepts and applications will be built on during this
6-year Project at all levels -- from top management and
govermment officlals through the village,

3. Comporent 3: Increasing Investment, Production and Commercial
Activities in Villages

(a) Phase I Output: K Expanded Lending in Areas of known
Profitability./

Under this component the Project will provide the raw materials
and recources required for an expanded lending program. With-
out an expanded lending programming 7 JB cannot grow; nor can
TRDB promote growth in villages, Without an expanded lending
program there would not be any need for AID to continue its
institutional support of TRDB and villages.

Since growth in the NAFCREP portfolio is the cornerstone of
this Project, the design team devoted considerable time and
effort to a thorough analysis of the parameters, conditions
and assumptions which underlie its success. The analyses
that were undertaken are summarized in Part III, .

As shown in Table 2 below, growth in the overall NAFCREP
portfolio is projected to be a major component of growth in
TRDB's total lending program, especially during Phase I.

TABLY 2: PROJECTION OF TOTAL TRDE LOAN DISBURSEMENT VOLUME AND NAFCREP
DISBURSEMENT VOLUME 1978/79 THROUGH 1985/86 (TSH MILLIONS)

BASE PHASE 1 PHASE II
78/79 79/80 80/81 81/82 82/83 83/84 84/85 85/86

Total TRDB 175.7 193.3 232.4 269.0 305.8 343.3 364.7 406.5
NAFCREP2/ 33.5 40.0 52,1 74.2 93.0 101,0 111.6 123.4
% NAFCREP 19 21 23 28 29 29 31 30

a/ Includes seasonal lending for hand tools and term loans; excludes
TRDB contribution to experimental lending

1/ A detailed description of NAFCREP lending criteria and flow of funds
is given in Annex I-G.
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As shown in Table 2 the six-year NAFCREP will disburse about
TSh 555.0 million over the 1980/81 - 1985/86 development
periodl. Of this amount, $50.0 million in foreign exchange
(FX) is required, All of the FX will be spent to finance
imports of raw materials, equipment and commodities to be
provided to villages on a credit basis, either in finished
form or after additional processing in Tanzania.

Of the total FX requirements of the NAFCREP program, it is
proposed that AID provide 607 or $30.0 million under this
Project; U.,S. $10,0 million in Phase I and U.S. $20.0 million
in Phase II. The balance of the FX required for term lending
and seasonal loans for hand tools will be provided from

other sources now availlable or anticipated to become avail-
able over the next six years,

The TSh equivalent of $17,0 million will come from TRDB's

own funds (including reflows) and through refinancing with

the Bank of Tanzania's Rural Fina:ce Fund. This facility

has been established but not used to date. In addition, the
NAFCREP program will mobilize the TSh equivalent of about
$40.0 million human and financial resources in the form of
village contributions to the activities which will be financed
under this Project,

(b) Phase I - Activities

The major lending activities of the NAFCREP portfolio which
will be directly supported by the AID capital grant in Phase 1
are;:
(i) seasonal lending for improved haud tools;
(ii) term loans for: oxen implements
grain mills
village service centers/godowns
village transport; and
(111) oplanning activities leading to portfolio diversifi-
cation.
The reasons for selecting these activities are explained in
detail in Part III. In summary, however, these activities,
when considered separately or together from the perspective
of qualifying villages. represent the most profitable package
of technologies now available and most demanded by villages
and farmers, These technologles serve two major purposes:

1/ The total cost of the program is estimited to be $155.0 million
of which $44.2 million (including NAFCREP and the institutional
expansion) will be provided by AID; $76.1 million by TRDB; and
$34,7 million by other donors. The total NAFCREP disbursements
(including seasonal lending in addition to hand tools) are
estimated to be $116,0 million and incremental institutional
costs are $39.0 million.
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(). they effectively address the major constraints to
increased agricultural productivity, production and
marketing; and (b) they address the major infrastructure
constraints to increased village participation in input
distribution and product marketing.

The purpcese of the experimental lending category is to
i{dentify, plan and demonstrate during Phase I new activities
in other areas critical to village productivity and profita-
bilicy, especially those of an investment nature and
requiring term financing., Possibilities include small-scale
irrigations; village seed farms; village retailing; other
food processing such as oilseeds; cottage industry; repair
and maintenance workshops, etc. The activities which are
successfully demonstrated in Phase I will be replicated in
Phase II.

The funds from the AID capital grant will be used to finance
off~shore procurement of either finished products or raw
materials used in local manufacture, assembly or construc-

tion,

In the case of the few lorries and famm tractor/trailers to be
provided under this Project, the items will be procured by
local dealers. Upon advice of TRDB letters of credit will

be issued in favor of local suppliers. TRDB will

receive local currency generations in the form of 257 dowm-
payment from qualifying villages upon delivery; and the
remainder over a three-year amotization period.

Regarding hand tools and oxen implements, steel chemicals

and other materials will be procured by Ubungo Farm Imple-
ments Company and other manufactuers through a similar Letter
of Credit arrangement. TRDB will receive the local currency
equivalent of FX provided and use it to finance the purchase
from Ubungo or others of these finished products which will be
distributed by TRDB to qualifying villages and/or individual
farmers. Amortization payments will be used by TRDB to
finance other NAFCREP lending operations. The other finished
products will be_sold in cash through the RTC network or other
marketing channels,

In the case of grain mills, Lister engines will be imported
by a local supplier who will also assemble the final milling
units. As with hand tools and oxen implements, TRDB will
reimburse the supplier for the ccst incurred for value added
in assembly., Grain mills will be distributed by TRDB to
qualifying villages. Again, amortization will be used by
TRDB to finance additional lending in the future,

Regarding village service centers, the procurement advisor will
assist TRDB to procure, in accordance with Regulation 1, cement,
corrugated iron sheets,
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nails and other items. Only some of these items are now
available locally and most will have to be imported in the
first few years. Thereafter, a declining proporticn of
these imports is projected. TRDB will distribute these
items to qualifying villages at the construction site,
Reflows will occur over ten years after a two-year grace
period on amortizations.

Table 3 shows for each lending activity costs; the total

FX requirements for the NAFCREP portfolios suppoxted by AID; the AID
contributions to total FX requirements; the total number of
incremental villages reached by NAFCREP and AID contribu-

tions; and the FX cost per village reached,

From the standpoint of estimating the economic benefits of
this Project the basic units of observation are the 2,900
villages served with grain mill loans. All of these villages
will also be served with hand tools; and about ore third with
village service centers/godowns and oxen implements as well.
The design team recommends this "duplication' to exploit

the high degree of complementarity among all lending activi-
ties. This complementarity will most assure that a ''desired"
rate of return to the economy will be realized from this
Project. A simplified proforma cost benefit analysis showed
that TRDB's expanded NAFCREP operations would require each
village to increase the net value of agricultural production
by $17,500 to justify the Project., This is most likely to
happen if two or more lending activities are introduced
simultaneously or sequentially in qualifying villages.

From the standpoint of estimating rural outreach or penetra-

tion of the NAFCREP program the number of villages receiving

hand tools are a more appropriate indicator. This is because
this acti.ity and the village training will prepare villages

in the optimum use of subsequent term loans for investments

and/or other seasonal loans and begin the process of village
transformation,

{(c) Phagse IT OCutput: (1) The establishment of the anmalytical
foundation and a plan for considering a major rural sector

activitieg tested and planned in Phase I.

Sufficient planning has been completed for those activities
identified above to allow expenditure of all Phase I and II
grant funds. Authorization of the total capital grant is
therefore requested; however, the Mission will not obligate
funds until Phase I has been evaluated and a Phase II plan
has been prepared by TRDB. (See Annex I-G for a description
of the procedures,) The Phase II plan may include additional
activities (e.g., those tested and planned in Phase I); a
reallocation of AID support among the activities as now



TABLE 3: NAFCREP FOREIGN EXCHANGE COSTS, AID CONTRIBUTIONS AND OUTREACH - PHASE I AND PHASE II

AID

Total FX Contribution Number of Villages Reached Total FX
Iending Category Cost to FX NAFCREP AID Cost[Villugg

(U.S.soﬁc) zU.S. SUDO) ede
Hand Tools 11,270 6,762 18,5002/ 11,0008/ 609 &/
Grain Mills 23,160 13,254 2,902 1,654 7,980
Oxen Implements 3,764 3,764 960 960 3,920
Village Service Centers 2,770 2,770 1,063 1,063 2,610
Village Transport 5,901 2,950 179 80 32,970
Experimental 3,500 500 N/A N/A N/A

TOTAL 50,365 30,000

a/ Number of seasonal loans; about 3,000 new villages will be served by NAFCREP in addition to the
villages receiving term loans and old villages requiring replacements.

'Sy
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planned; or a new thrust in geographic areae or a return
to financing of seasonal inpute.

(d) Phase II - Activities

Activities in Phase II will be structured on the basis of
Phase I studies, analysis and lending experience. A varilety
of conclusions will be reached with respect to the relative
soclal and economic returns of various types of lending,

the proaspects of success of a number of new potential
village enterprises and the possibility of mergigan agri-
cultural sector grant with the Phase II lending.

- Innovative and integrated schemes both nationally and
locally for input distribution (see following component
for details).

- New options for local marketing of village production.
This will involve assembly, storage, processing, and
transportation innovation in order to allow the village
to capture a greater percentage of the final return to
sales (vertical integration on a small and partial
scale). Inter-village schemes could also be tested.

- Diversified Rural Enterprise, possibilities include mixed
farming, retailing ventures, low level service activities
(repair, equipment rental, hauling, etc.) cottage industry
and artesanry (weaving, carving, ceramics, textiles, etc.).

- A major expansion of the integrated rural service center
activity.

- Basic food production. If Phase I data warrants, Phase
IT may return to the areas of seasonal inputs for testing
of new farming system technology packages ( in collaboration
with the Farming Systems Project).

- Land improvement activities such as small-scale irrigation.

4., Component 4: Improved Input Distributiun and Services,
Especially in Villages

As evident in the institutional analysis the design and imple-
mentation of an alternative mechanism for input distribution
will not be easy. The activity itself is something of a
"pariah'" within the rural development bureaucracy of the public
sector; competing interest groups will make decision making that
much more difficult., The one element of consensus appears to
be that the function should clearly be removed from the TRDB.
The only answer beyond this at present appears to be to analyze
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the problem {n much greater depth than heretofore and prepare

a solution that is backed by exhaustive and conclusive study.—/

It 18 to this end that this component of the Project is dedicated.
As with lending, the activity 1is phased to allow for further
planning and testing.

(a) Output: Phase I (1981 - 1983) - An Alternative System
for Management and Administration of Agricultural Input
Procurement and Distribution is Designed. A secondary
and supporting cutput will be the development of options
for local or village controlled outlets.

In Phase I the activity will be a collaborative effort between
IDA, AID, and the TRDB. In the case of IDA, funds are pro-
vided for the employment of consultants (up to 7 person-~
months) to study the input distribution problem and develop
recommendations for resolving the situation.2/ In the case

of AID a similar amount of consulting time is provided with
the following in mind. Nine months of consulting time are
provided in year-three for an in-depth marketing policy study.
Such a study could be undertaken by the Stanford Research
Institute or a similar institution. 1In addition, three
person-months per year are provided for specialized technical
assistance. Detailed planning for this activity will await
the preliminary findings from the IDA study.

The input discribution problem 1s complex and nationwide.

It will not be resolved easily, and decisions should not be
made precipitously. It 1s felt that in IDA's seven-month
study that a small team will be able to thoroughly research
and define the problem as well as develop sound recommenda-
tions for options to pursue. It is doubtful, however, thct
it will be possible to carry out the necessary financial and
technical feasibility work to fully develop the indicated
option for funding and implementation by the government. The
proposed AID activity, therefore, starting from the base
established by the IDA study, will concentrate on the :I=aci-
bility side of the process. Detailed planning, costing,
englneering and other technical (including environmental)
analyses will be carried out of the preferred alternative
and a final execution plan elaborated.

In addition, in collaboration with the Bank, the PMO, KILIMO
and other concerned organizations of the agri-business system,

In a follow-up trip report of March 1979 (IBRD), Dr. McDermott
recommended a '"'sector analysis of the agri-business system.”
See Appraisal Report, para, 3.20., Terms of reference have not

yet been developed,
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pilot interventions will be developed for implementation

at the village level. Of special interest 1s the possibility
of vill-ge managed outlets within the framework of the
village service center. Within this context, another

option would be local outlets supplying both consumer and
agricultural goods which could be financed by the TRDB and _
NBC for agricultural and consumer inventories respectively.i/
Another concern for the AID analysis will be the appropri-
ate linkage of farm supply operations with research, exten-
silon and extension training. The Arusha Planning and Village
Development (621-0143) experiment will be observed and analyzed
for relevance with respect to the farm centers planned in
that project.

The point of the above analysis on AID's part will be to
have a package of valid pilot projects and schemes for
testing in Phase II, Thoroughly docurented proposals will
be incorporated in the three-year planning exercise to be
carried out in mid-1983, during which the models will be
reviewad and those selected which are most consistent with
the totality of other programming to emerge from the process,
As stressed throughout, the active and serious participation
of other concerned agencies will be vitally important.

(b) OQutput: Phase II (1984 - 1986) - The Principal Output Will
Be 2 Tested Altcrnative System for Input Supply and Distri-
bution. '

Secondary outputs and indicators will include improved access
of villagers to needed supplies on a timely basis, improved
options for acquisition by villagers (i.z., cash and carry),
experirental village managed facilities, the integration of
rapply with other related services on an experimental basis,
and reduced operating subsidies. Also, by the end of the
sixth year a new plan will have been developed for replication
on a national scale of models tested in Phase II.

The activity will baslcally consist of the supervision and
financing of the pilot sub-projects discussed above. In

some cases, these will undoubtedly be carried out in collabora-
tion with other projects (existing and rnew) such as AID's
Farming Systems Research and Arusha Plavning and Village
Development Projects, In all cases guiding premises will be

a) maximum village participation and ») maximum integration
with essential complementary services,

1/ A "cash and carry'" facility is believed essential, As of now,
the only way villagers can obtain food crop production inputs is
through credit with the TRDB unless they happen to be located near
TFA.
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5. Component 5 Improving National Institutional Coordination
For More Et:ective Support of Villages

As is illustrated by the preceding sections and the institutional
analysis (Anne» II-F), there 1s a vital and continuing need for
effective inter-institutional coordination relative to effective
village support. Inter-institutional collaboration is also

vital to the success of this Project and other efforts of both
AID and other donors., A major constraint, however, has to do with
the lack of mechanisms and methodology for more effective joint
declision making and planning. It is to these elements that this
ccmponent 1g addressed.

(a) +utpuc: Phase I (1981-1983) - Improved Planning for
Coordination and Delivery of Services and Goods.
Innovacion will be developed for better linkage and
integr.ition of activities,

The standard dounor solution to the problem cf coordination

1s to form committees, Mcre often than not, coordinating
committecs have caused reductions ravher than improvements

in efficfency, In the Tanzania case, the bureaucracy is
already so complex and layered that adding new dimensions

to the complexity seems counter-productive., What is proposed
in the case: of this Project i1s a scructured approach to
coordination, an approach which requires thoughtful analysis,
timely decision making and professionally guided planning
and programmning exercies,

The activity will build on the management training and plan-
ning sub-components described earlier, It will be coordinated
by the Planning Division of the TRDB and advised by the AID-
financed planning and regiomal supervision and training
advisors, drawing as necessary on consulting inputs,

Detailed planning for the activity will be carried out as
soon as possible after the AID-funded technical assistance
contract has been signed. The same planning mission scheduled
for the management training program will be responsible for
this in cooperation with the TRDB and concerned agencies.
Some planning may take place earlier as an outgrowth of

the Arusha seminars, EMS and TIM 1 and 2. In general, how-
ever, the activity will proceed in the form of a series of
seminars and workshops which will be structured and focused
on the development of joint solutions to common problems.
Preliminary meetings to each workshop will be held in order
to define both compatible and conflicting interests or views
precisely, Work agendas will be tailored on specific
constraints or problems to be overcome. Goals of each

session will be established in advance and material distributed

to define options and points of departure, so that time will
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will be saved in actual wor:ing sessions. In some instances,
sub-groups will be formed to analyze the component parts of
larger problems.

At times 1t will b+ possible to hold these sessions in common
with those plonned ifor the ‘anagement Training Seminars and

the »roject cesearch and planning activities described above;
at crher tiz:s not, because of the nature of the issue or
material, "%is will have to be sorted out in the course of
implementat. n, TFindings, resolutions and plans developed

in the workshiops will be fed into the planning process for
the Project us a whoie and the TRDB. This will be especially
important tor the three-year planning seminar to be held in
mid-1983,

In preparation and support of this component, a number of

short studic:; will be carried out addressed to specific
inter-instizutiona. issues (See Planning :nd Studies Annex ITI-A
for a description ¢f the studies). Also farm and village

data and an..ysis produced by that activity will have special
relevance, in partici:lar village profile infuvrmation. The
computer and TRDB's vesearch activities offer an opportunity
to organize cthisg component around the exchange and analyses of
jointly required intormation and data.

The workshops must be successful initially and appealing if
they are to continie and if busy management and technical
personnel from various entities involved are to give up
valuable tim2 to attend., Initial planning will be critical,
therefore, as will logistics, timing and findings. In terms of
the latter, it is proposed that the Project cover the cost

of workshops in terms of technical assistance and materials
and that other costs such as conference room rentals, per diem
in the field, travel where necessary be me. by TRDB and other
participating institutions.

(b) Output: Phase IT (1934-1986) - A Demonstrated Integrated
Scheme tfor the Deliverv of Goods and Services. A variety
of secundary oucputs in the form of integrated village
activicies (Village Scrvice Centers, Stores, etc.) will be
tested for widespread replication after 1986. This is
obviously an overlapping output with many of the earlier
components.

Seminars and workshops will proceed much as in Phase I except
that more and more of the planning and conduct of the sessions
will be carried out by the TRDB and other institutions involved
independently from AID-supplied technical assistance. As
stressed in relation to management training, the activity
should develop a life and a momentum of its own. Enthusiasm
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should be generated., Seminars should not only be productive,
they should be cnjoyable and exciting for the participants,

In Phase II many of the workshops will focus on pilot

projer i and other tests of models developed in the first three
years in order to deal w.th 1ssues and bL-itlenecks as they
emerge, Late Iin the Project, they will concentrate on the
development of a plan for planning NAFCREP activities after
the termination of the AID project. Any donor fellow-on
activities should be con,idered at this time,

G. Summary of Inputs

1, AID Inputs

The followin. tables present a summary of AID i..puts by Project
component and category of assistance, AID will provide technical
assistance including three Long-torm Project advisors for regional
supervision and training, financial management, and planning; a
procurement advisor; about 180 person-months of U.S. and Tanzanian
consultants. Training activities include: two year programs Lor
32 participants, short-t« -m training of about three months' duration
primurily in crediv administration and munagement for about 30 persons,
one month study tours for about 18 persons, and a variety of in~country
seminars estimated to require abou: 25-30 month: of services.
Commodities provided for the Project include vehicles and 30% of
operating costs, training matericls, office supplies and equipment
(including safes, cabinets und brief cases for regional offices),
architectural and engineering plans for the houses and Village
Service Centers, supplies for the Research Department, inclucing
calculators, and four houses and appliances for the technical assistance
team,
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TABIE 4+ SIDRARY INPUTS AY PRQIPCT Codpoowr L/

1.Inscitucionsl Capacity 2. Village Capaciry |[3.Commarcial k.mh:m 5.Coordination
| Activities
t
) Strengthes Jesff | Mhase I:
: ) ; ™ . $9.5 Mil- | TA: Seminars:
. Long-cerm ylomal | thort Term Advi- licn o |, short-Tara|. Ses l.b)
Supervisor and sors from Tanzania Commod1- Cousultan-
Traiaing Advisor and U.S. tias cy in Irnformation:
« 3 pm for Annual Commoditina: tnecluding:| WMsrketing |. From other
ﬁ‘tiﬂiflt Plans . Training Stasl, 9 pecson~ | AID Pro-
Ixaining: Matarials Listar months jects
. 2-ysar AS/Camputer . Raproduction engines, !. Short-Term|.TRDB
Science for 6 persoms Machines and Cement, | Consultan-|.IDA and AID
. 2‘.“'" BSc toppiog- Supplias Roofing, | «clas, 3 loput and
off or MSc for Parm Machin~ person Markscing
26 persona ery mouths Studies
Cormodities:
e . $ .5 Mil- per year
. Housing and Applunca;s 1icn g Segm,i..,;)
. as .
b) Mansgemen. anc ]‘ ﬁgzﬁiu
. Short-term lanning f Phase II:
Temm, 4 paraons, | . $20.0 ¥i1-
lion in

1 month each. '

Seminars/Workshaps commodd -

. 5 Fleld TMM's for 2 ties
wveaks each, 12-week
consultancy for 2
persons

., & PMS's for L wesk, 10
weelcs consulring for |

two |
Training: st
. 3 a0. U.S. Short Couries
for 18 pearscus (6 months
for 9)
. 1 mo. Third-Country
for 18 persons Lu
. 1 mo. Study/Observaci

tours for 18 persons

c) Pinancial Growth

. long-term Pinsncial
Managemant Advisor

Training:
. See l.a and b)

d) Planning and Dacision

Making

TA:

. g-Term Planning Advisor

. Short-Term Consulting from
U.5., and Tanzaaila

Commodities:

. Vehicles

. Calculators

Other

. Enumerators’ expenses

e¢) Deacentralizatiom

TA:

. Ses Long-Term Advisor|
under l.a)

Comnodities:

. Vehiclas

. Ragional 0ffice
Equipmant

1/ Rafer to Figure 2.




TABLE 3: STMMALY OF AID IwvPUTS L/

Loag-Tera Technicsl issistance

(Person Mogthia) 1 2 3 A 5 6 1 Jotal
Mecencralizstion/Training Advisor & 12 12 12 12 8 60
Pinancial ¢:isor 8 12 12 12 12 8 64
Planning auvisor 4 12 12 12 12 8 60
Procursannc .dvisor 9 12 3 .- e ee 24

Sub-Totzl 25 48 39 36 36 24 208
Short-Term Technical Asaistance®
Training Specilalist 1 1 1 1 1 1 [
Plamning: xpatriace 3 4 6 12 6 3 3 37
Planning: “.nzaniaa 6 12 12 12 12 12 66
Decentralization 1 1 1 1 1 1 6
"llags Treining: Expatriata 2 2 2 1 1 8
Villags Trniaing: Tanzanian 6 6 6 6 6 30
Input Distri.ductiom 12 3 3 3 k] 24
Institutional Coordination 1 2 2 1 6
Procuremant 2 2 4
Sub-Toral 3 12 40 38 35 31 28 187
Other
Evaluacion 6 8 14
Admin{strazive Assiscant 12 12 12 12 12 60
Sub-Tocal 12 18 12 12 20 74
TOTAL 3 36 99 94 82 .8 71 469
Traiaing
(umbar of studancs)
2-Yr. ap Degree Accounting/

Computer Sci. 2 2 2 6
2-Yr. 38Sc or MSc in Ag. Ecom.,

Ag. Enginaaering, Stxtistics,

Accountirg, Planning, Agronomy,

Extansion 5 5 5 S 6 26
3-Mo. U.5. Short Course 3 3 3 3 3 15
3-Mo. Third Country Short Courses 3 3 3 3 3 15
1-Mo Study Tours 2 2 2 2 2 10

TOTAL 7 15 13 15 16 8 72
Seminars/Workshops®
(Person Moaths)
Management 1nd Inscitutional Coord. 6 3 6 3 2 1 21
Input Distributiom 1 1 1 1 4
Ag Rasearch 1 L 1 3
TOTAL 6 5 _6 5 & 2 28
Commoditiea L/
The lisc of commoditiaes follows on following page.
1/ Input cable {a cosced in Annax II-T, Expenditura Budget Table. Commodities

ara also {cemized and costed {n the footnotes to the Tables.
All person-monchs i{lluscractive, consulting mooths ara to be used for

organizing workshops, seminars, providing cachnical advice to UF
, I o2
organizations, rasearch, or providing training for TRDB machanics, ocher

enumArators or other scaff,



TABLE 4 (Cont,)

Commnard i_r_iigi.l,./

4 Houses

4 Sets of Appliances
3 Cars

30 Landrovers

150 Hotorcycles

Training Materials (including
publications, binders, paper,
printing and reproduction
equinment)

Regional (ifice Equipment (inclu-
ding saies, cabinets and brief
cases)

54,

Office Supplies and Equipment
for Advisors

Research Enumerators' expenses

Research Equipment (including
calculators, camping equip-
ment)

Miscellaneous: Including A&E
Plans, RFP production and
travel to U,S. for contractor
selection

Phase I NAFCREP $10.0 million in
commodities

Phage II NAFCREP $20.0 million in
commodities

1/ Input Table is costed in Annex II-I, Expenditure Budget Tables,
Commodities are also itemized and costed in the footnotes to the

tables.

+ + + + +

2, IDA Inputs

The Project description has interwoven a discussion of IDA and other
donor inputs. IDA Inputs are estimated at $13,4 million., Of this
approximatcly $6.,0 million is a general line of credit which the Bank
expects to use {or NAFCREP or other village development lending,

TABLE 6: SUMMARY OF IDA INPUTS

Long-Term Technical Assistance
(Person Months)
Chief Training Officer
Farm Managcment Specialist
Ag Economist
Sub-Total
Short-Term Techuical Assistance
_(Person Months)
Input Study
Traininy Consultants
Organization and Methods
Management Information
Sub-Total
TOTAL

Commodities

Year
2 3 4 5 6 7 Total
12 12 12 36
12 12 12 36
12 12 12 36
36 5 36 108
8 8
16 16 16 48
15 15 10 40
39 31 26 96
75 67 62 204

6 Mobile Vans (70% TRDB and 30% IDA operating expenses)

Computer and related services

Furniture and Office Equipment
Office Counstruction



55.

TABIE 7: SUMMARY OF IDA COSTS ($000's)L/

FX LC Total
Technical Assistance 1,297 782 2,079
Long-Term 630 616 1,246
Short Term 667 166 833
Training consultants 431 154 585
TRDB Staff 353 120 473
Village 78 34 112
Commodities 1,727 1,174 2,901
Computer 558 191 749
Trarsport and Vans 454 152 606
Furniture 16 9 25
Local Salaries -- 123 123
Other, including Offices 699 699 1,398
Sub-Total 3,455 2,110 5,565
Contingency 346 211 557
Sub-Total 3,801 2,321 6,122
Inflation 651 568 1,219
Sub Total 4,452 2,889 7,341
Lending Funds 2,429 3,644 6,073
TOTAL 6,881 6,533 13,414

1/ See Appraisal Report, Annex 2, Table 5

3. Other Donors

There is some question regarding the FAO assistance in village training,
Three long-term technical advisors have been requested by TRDB for a
three-year perlod. Total assistance is estimated to be $1,000,000,

DANIDA is providing two researchers (agriculture economists) to help
with the farm management surveys, Total DANIDA assistance is estimated
to be $250,000.
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ITI. Project Analyses

A. Summary of Planning

1. Completed Analysis

The design «f this Project is based primarily on analyses of
constraints to achieveing the Project goal cof increased produc-

tivity and production at the village level. In addition, institu-
tional corstraints were analyzed with respect to the delivery of
resources required for these increases to occur., These are summarized
in the following secticons along with implications of each for Project
design.

2. Further Planning and Aralysis

It is important to emphasize these analyses have been prepared
based on present knowledge and available data, Further testing is
needed and thus the Project is phased to allow TRDB and other
institutions to refine and further analyze the constraints and
possible solutions. The analyses presented in the detailed annexes
and summarized below present what is now known and presents plans
for further planning and anlyses through ongoing impact evaluation
and data collection actilvities. (See Annex II-A for description of
the studies and planning to be undertaken.) The Project is phased
to provide opportunity for redesign and adjustment in implementation
activities., (Sec Part IV Project Implementation and Annex I-G for
details.)

B. Summarv of the Technical Analysis 1/

1. Objective

The objective of this analysis was to explain and demonstrate how
the technologies to be distributed under the expanded NAFCREP program:

(a) will address the major constraints to raising agri-
cultural productivity, production and marketing in
villages;

(b) are most "appropriate' from the perspective of both
villages and the economy; and

(c) will help villages beccme self-reliant,

2. Methodology

The Technical Analysis Annex gives a detailed description of the
evolution of villagization and agrarian reform to date, focusing

1/ The complete analysis is contiined in Annex II-B.
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particularly on the effect of villagization on changes in cultiva-
tion practices and agricultural production., It was explained that
the change from shifting agriculture, chacracterized by slash and
burn, o settled egriculture called for new cultural practices and
technologies to maintain and railse agricultural productivity and
production. The wwoption of new techniques and technologies was
nece:sitated also by new organlzations of production. With villagi-
zation it was prerumed that production could be increased, controlled
and mov-d through institutional channels by promoting the use of

new inputs such as fertilizers, chemicals (pesticides and herbicides)
and improved seed. These inputs were provided to villages first on
a heavily government subsidized basis and then by TRDB on an in-kind
credii basis and intended for use on communal or block farms to
increase land productivity and maintain soll fertility.,

Experience with this approach, though successful in some villages,
has not bcen promising. There is considerable evidence to support
that most of the increases in focd crop production since the 1974-75
drought period huve come from individual plots; and much of this

increase is moving through unofficial charmels. Also, there is
evide:ce rhat farmers are moving away from villages nearer to their
individual plots., Govermment has sanctioned and even accommodated

this movement in some arcas under a new policy of ''satellization,"

Adjustment by govoernment to these experiences and changes have
ushered in a new puriod of pragmatism. The recent financial and
economic crises underscore the fact that Tanzania can not now
afford agrarian reform at the scale and pace previously envisaged.
In addition to inacdegietc FX, the most critical and restraining
factor is experienced and :skilled personnel, expecially to implement
governmenit policies and programs that would have a greater impact

on productivity and production than those of the past.

Consequently, production is now promoted on all fronts through any
meang possible. In some areas mechanization 1s being intensified

on more successful communal or block farms. In otker areas animal
draught power 1s zctively promoted.L/ In still other areas village
investment in warkccing and processing infrastructure are encouraged
to previde more reliable m:rket outlets, reduce post-harvest losses
and give additional price and market incentives,

In all cases the emphasis now is on greater village and individual
participation in the benefits and costs of growth as well as on
raising production primarily by expansion in area cultivated. This

1/ Both tractor farming and oxen farming rely on larger land areas
which can be cultivated. As shown in the Technical Analysis,
Annex II-B, this is no problem in most areas of Tanzania,
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is as it ‘hould be. At this time Tanzania simply lacks the tech-
nologies to generate dramatic increases in yields per hectare.

The technologies that are now being used, e.g., fertilizers, are
more noteworthy for their high and recurring FX costs than for their
effects on ylelds. Therefore, much greater emphasis is now given

to technologies which raise labor productivity and land-labor ratios
such as {mproved hand tcools;, oxen implements, improved seeds and a
limited amount of motorized equipment.

A fina! and perhaps the most important aspect of pragmatism is the
emphasis vn village and farmer training. Villagers, managers and
functionaries are trained in village commerce, rural enterprise and
developing multl-parpose village cooperatives. Farmers are being
trained and encouraged to adopt techniques used by the more '‘produc-
tive'" farmers within villagzes and farming systems. This latter
development is especially significant since it gives much greater
scope for the effective utilization of the extension service in
agricultural work than in the pa.st. 1In the earlier phases of vil-
lagization and agrarian reform, cvxtension was used primarily to
implement village settlement for which they had little expertise

and training. At :that time therc was much concern about the effect
of traditional extension techniques on the evolution of "progressive"
farmers and a "rural elite." However, with the development of new
extension approacies and villager training programs there is now

much greater scopa for increasin; agricultural production by bringing
average farmers to levels of production achieved by the "best"
farmers using tracdicion2l technologies and known practices,

It is in the context of these development and adjustments to vil-
lagization and agrarian veiorm that criteria were identified to
select and evaluate the technologies to be distributed under this
Project.

3. Results and Rccommendations

The technologies recommended for distribution under the expanded
NAFCREP program we:e identified, evaluated and selected on the
basis of three criteria in addition to their profitability; these
are:

- the degreec to which the technology would help to remove
off-farm constraints to increasing and safeguarding the
volumes of marketed production;

- the degree o which the tcchnology would help to remove
on-farm constraints to increasing agricultural productivity
and expansion in areas cultivated; and

- the foreign exchange cost of the technology as well as the
value added generated by its local manufacture and the need
to reduce recurrent foreign exchange requirements,

The following technologies have been recommended:
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a. Hand tools - While there is now a general shortage of hand
tools 1n Tanzanila .cue to the lack of torelgn exchange to import
either raw materials or {inished products, the analysis showed that
there is a marked prefereice as well as significantneed for hand
tools, especially {.r hoes or jembes, Preferences depend on loca-
tion, soil conditicns, the user of the hoe and the type of farm
operation porformed. For example, a lighter jembe with a wider
blade is »retferred by women for weeding; whereas a heavier jembe
with a nuvrewer blade and longer handle is preferred by men for
land preparation., #£lso, oval rather than a round eye is preferred
which affixes the handle to the blade, The quality of the steel
is of utmost importance ior better performance and durability,
Inferiour heavier jeubes without adequate heat treatment to harden
the materia . must frequently be replaced within two or three seasons.
Higher quality jembes are ccommonly replaced after five or more years.

For cther + 0ls, such as machettes, blade length, weight and the
nature of the cutting edge are Important factors of preference.
There are no krown ..chnologies which could alternatively replace
hand tools in Tanzanian agriculture,

b. Oxcn Tmplerwnts and Carts - With increased use of oxen for
cultivation and trinsport and the :carcity of TX, the demand for
implements is in ewcess of local supplies. Preferences for plows
depend on soll condorions, topography and availability of animal
power. for example, in lighter and better conserved soils the
double mouldboard piow is reccommended, On steaper slopes where
erosion is a problem the single or double furrow plow is preferred
and recommended in spite or its additional labor requirements for
weeding.

Animal-drawn planters, spike-tooth harrows and cultivators are also
produced locally, as are oxen carts; pneumatic wheels are preferred

for the latter.

This technology has become commonly accepted in recent years and is
expanding rapidly. However, expansion is now limited by unavaila-
bility of implemencs due to lack of raw materials for manufacture.
TRDB has many orders which are over 6 months old and cannot be

filledo

The design team, and more importantly the Tanzanlan user, consider
this technciogy the moust appropriate alternative to raising land-
labor reztios and thereby Increasing total output of the farmer.

¢. Grain Mills - The Newman hammer mill used for maize grinding
is manufactured locally; however, materials are in short supply and
costs are rising rapidly. Alternate U.S. sources of an appropriate
mill which could be assembled in Tanzania are being considered as is
supply of raw materials to local manufacturers. Rice hullers must
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be imported and are not widely rec-mmended as they have more limited
usage. taice grinder can also be used to grind cassava, sorghum,
millets and other fcod grains or animal feeds, It is recommended
that the mills and hullers be powered by Lister diesel engines,
whether water or air cooled. For zrinders the 25 HP diesel powered
Lister engine is recommended except in a tew villages which have
depencable clectric supply waere a 20 HP electric motor can be used.
Fur thoese feu rice itullers distributed by this Project either the

16 HP Liuter diesel or electric 15 HP can be used. The design team
recommends Iister er rlnes because they are the most commonly used
engines in rural arcas at present; the local importer has established
an extensive maintenance and training program in operations and
repair; spares are more easily obtainable; and the importer has
extensive experience in assembling and packaging the final unit.

Experience indicatc: that this technology is the most demanded term
investment by the u.er of any supplied by NAFCREP. Not only does it
serve to remove on-:iarm family labor constraints, it also signifi-
cantly lessens the bturden on women, makes the village more self-
reliant for food ar: less dependent on the problematic marketing
and distribution syusiems and offers a sound financial project for
beginning village development,

d. Godowns in. Village Service Centers - The technology consists

of a core unit of ZL0-ton storage for crops and inputs which can be
stored with crops, ~flice, receiving and weighing area, and normally
a separate voom {or other inputs or supplies which cannot be stored

with crops. Tn addition, when circumstances justify, increased
storage, offices, =top or village wmeeting rooms can be added to
increace the benefits, apprcpriateness, and functionality of the
multi-purpose service center, The minimum storage capacity of

200 tons is recommended to rzdnce unit storage construction costs
and turnover requircd to justify investment costs. This technology
is critically in demand in those villages which have achieved a
level of displayed ~roductivity in which they can economically
afford the structure and put it to adequate use, Such villages
presently experienc:: very hign post-harvest losses due to the prob-
lematic marketing ard transport systems in country.

All village Service Center structures will be built on a self-help
basis with up to 2 vears for construction followed by a- if-year
amortized loan repa ment. A maximum of local materials such as
burnt bricks, wooden trusses, soil cement and other materials will
be used. The loan amount covers only costs of procured items used
in construction anc hired skilled labor. An extensive engineering
analysis was prepared and is contained in Annex II-H,
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e. Village Trangport and Tractors - Although there is great
need and demand for village transport and tractor mechanization for
village multi-purpose hauling and large acreage farming, there
are less than 107 of the viilages which can economically justify
and successfully implement motorized projects of this nature. When
such a village has been screened out of the many requests, the need,
justification, and appropriateness of the technology to that village
is ve.y strong and the chance of success of project and large ecomo-
=~ic village benefits is very great.

As explained in the NAFCREP Lending Program a total of only about

179 tractors or lorries can be provided through the 6-year NAFCREP
project, reaching about 2% of the villages. Another reason this
technology was severely restricted is because of the large FX
component and recurrent FX required in future years even though large
quantities of sparc parts are included in the initial purchase.

USAID funds allocated to support this category will primarily be

used to procure tractors/equipment/trailers of the types demanded

by the village clients but limited to 40-80 HP Massey-Ferguson,
International Harvester, John Deere or Ford and a Caterpillar tractor
when required to develop village land improvement projects, etc. Normally
a 45 YP tractor is recommended as it will provide sufficient power
for land preparation in most areas, is adequate for the present size
of farming operations of most qualifying villages, and is ideal

for tractor-trailer hauling. Of the 20 approved tractor applications
on hand in TRDB, 18 villages specifically requested Massey-Ferguson,
largely because of past historical performance in village conditions
and availability or spares.

Normally for lorry transport a 7-ton Isuzu or Leyland/Bedford is

the most appropriate technology, The 7-ton ton because of bridges,
culverts or other road conditions which cannot withstand heavier
loads and the Isuzu or leyland/Bedford because these are the 2 makes
on which the Tanzanian Govermment has standardized for 7-tom trucks.l/

2/

C. Summary of the Economic Analysis =

1. Objectives

The objective of the economic analysis was to provide additional
information to guide in decisions about:

a. the conditions and recommendations that would maximize
the likelihood that a desired economic benefit stream
could result from the NAFCREP program.

b, the optimum size of the AID capital grant proposed to
finance essential material and equipment imports in
support of TRDB's expanded lending operations under
NAFCREP.

1/ Waivers have been prepared for all commodities (except trucks) for
Phase I. See Annex I-E. Trucks to be financed by AID are few in
number and waiver will be prepared on a case-by-case basis.

2/ See complete analysis in Annex II-C.
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c. the optimum allocation of the capital grant among
lending activities within the NAFCREP por=folio.

2, Methodolo

A simplified, proforma cost-benefit (C-B) calculation was done to
guide the analysis., The calculation showed that TRDB’s expanded
NAFCREP operations would have to reach, on average, an additional
475 villages each year during the six-year development phase, w.-<h
each village increasing the net value of its agricultural production
by a minimum of $17,500 after three years. 1/ "This increment must
be sustained over a 20-year projection period to cover total NAFCREP
costs (3150.0 million) over the six-year development phase, recur-
rent costs after the development phase and a 157% rate of return on
capital Investments.

Based on results of farm budget surveys undertaken by the FAO/IBRD
cooperative program in 1975 the demand and potential effect on
village pro 'ction and/or incomes of each lending activity was
critically examined. Specifically, the design team assessed the
nature and plausibility of the assumptions which needed to be made
so that each activity would generate a profitable financial rate
of return to torrowers (villages or individuals). Also the design
team determinesd the conditions that would assure a "'desired"
(greater than $17,500) economic rate of return to society of each
activity individually and in combination with other complementary
activities. The lending activities were then compared and ranked
by the plausibility of the assumptions made and the degree to which
they complement other NAFCREP lending activities.

In this part of the analysis the design team was particularly
guided by information and results of other surveys illustrating the
need and relative demand for various lending activities of TRDB

and proposed for support under this Project. For example, sum-
marized below are the responses to a question on now credit would
be used by a sample of farmers in the Southern dighlands. The
figures represent the percentage responses of riales and females
when asked: 'How would you use a loan of TSk 25,0007"

1/ The average value of agricultural production of villages in high
potential areas is estimated to be $450,000; for villages in areas
- with average potential this estimate is $165,000 measured at
1975 farm gate prices as shown in the Annex.
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"How would you use a loan of TSh 25,0007"

Males ' Females

Expand Farming 43 26
Buy Farm Implements 23 10
Purchase Fertilizer and Chemicals 1 1
Buy Cattle 7 8
Start a Business 4 2
Spend on Persconal Use 4 7
Build/Improve House 15 10
Refuse Money 1 4
(not given) 2 31

100 100

Source:; H, Jarvinen, E. Bakke, C.B.Jesperser and A.A. Moody,
"Southern Highlands Socio-Economic Study,' NORDIC
Tanzania Agricultura® Project, January 1971,

+ + + 4+ + + + + + +

The high percentage response amongst both males and females to

use credit for expanded farm operations and purchase of farm imple-
merts is noteworthy, especially when compared to the low response

to purchases of farm fertilizers and chamicals. These priorities
are confirmed in credit impact studies conducted through the

present Agriculture Credit project in 1978 and 1979 in 42 villages.
in Arusha, Mbeya and Ruvuma Regions in which 25 farmers were inter-
viewed in each village. Over half of the village farmers interviewed
listed "expanding farming activities'" and "agricultural production
or processing equipment' as the first development priority and
another one-third listed these as the second development priority._/

The major constraints to farm expansion are draught power for land
preparation as well as labor and improved hand tools for cultivation
and maintenance. TRDB's expansion in lending for oxen implements
and hand tools are intended tc address these constraints directly;
§o0 are investments in village mills., This is because a major
benefit to society of a village grain mill derives

from the quantity of labor saved by not hand pounding or grinding
with traditional techniques (2 hours per day). The value of this
economic benefit is dependent on how freed labor is allocated
between leisure or other productive activities. This is difficult
to predict. However, since grain mills could be promoted simul-
taneously with loans for hand tools and oxen implements the design

1/ "Farmer and Village Surveys as Instruments for Evaluation of
the TRDB's NAFCREP Program,' ACDI, August 1979,
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team felt rhat there was a good chance that much of the freed labor
would be used in production, given the limits that must be imposed
by the crop calendar, nature of farm enterprise combinations and
competing household demands for women's labor. An additional
significant benefit derives to society when a grain mill is comple-
mented by o villase service center. This is because considerable
transport savings result when villages are able to meet their own
flour needs throughout the yea..

3. Results and Recommendations

The analysis indicated that, as much as practicable, seasonal

and term lending activities should be introduced simultaneously
or sequentially in certain villapges to promote these potential
complementarities and maximize rcturns of other or subsequent
lending activities., The scquence and nature of complementarity
depends on local conditions and needs. For example, in agro-
ecological zones having average production potential it may be
necessary to expand the production base first -- through loans
for improved hand tools and oxen implements -- so that the demand
and potential returns of subsequent loans for village storage,
processing and transport are increased, Also, the analysis
indicated that in high potential areas the returns to village
investments in godowns/service conters could be significantly
increased if villages already made good use of a grain mill., An
important benefit stemming from this complementarity between
grain mills and godowns is the reduced dependency of villages on
the official market system for their grain and flour needs, expeci-
ally in the end of the marketing season.

The analysis also indicated that the benefits to the economy of
village godowns are substantial: a 10% reduction in losses of
grains moved from villages to NMC branch stores in district centers,
However, the fimancial returns to villages are marginal. This is
due to the low levy, TSh 90/= per ton, which NMC pays villages

for storing and handling grain, independent of the time in storage.
The design team recommends that a covenant be considered to address
this issue as additional information about the returns to village
storage becomes available,l/

The design team also recommends that AID continue not to support
supply and distribution of fertilizers and chemicals (i.e., directly
on the FX side) until more local specific recommendations are made
and become acceptable to farmers.

1/ The design team feels that the size of the levy is a more
important issue in the debate of increasing the returns to
villages of godowns than subsidizing or waiving interest pay-
ments in loan amortizations,
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4, The Size of the Capital Grant

The economic analysls implies that there Is nothing wrong or
worrisome if TRDB's own internal criteria (i.e,, financial and
institutional) override in the derivation of the "optimum" size
of the capital srant. All term loans yield more than a 15% rate
of return on village equity and total investments. The estimated
valuc of gross incremental agricultural production that could
result from each activity alone easily covers the net increment
per village required to meet the total cost of this Project.

The aralysis in Annex II-C suggests that even at full shadow
prices it is likely that the ''true'" incremental rescurce cost

of the lending activities, with the possible exception of village
transport, willl be considerably less than the foreign exchange
content of the incremental production that could be generated as
a result of rhis program. Two additional factors should also be
consldered to support this conclusion.

First, the NAFCREP program will no longer exclude lending for cash
crop production under this Project. The improved hand tools, the
oxen implements, the rew land brought under cultivation and the
freed labor can all be used in farm activities which farmers
perceive most profitable. There is nothing about this Project

or NAFCREP that dictates the allocation and use of the incremental
resources provided by this Project or mobilized by villages and
farmers. Indeed, the design team anticipates that in the high
potential grain arcas where traditional export crops also dominate
a large portion of incremental production will be in the form of
tea, pyrethrum, tobacco, cotton and even coffee. This is because
the production of cash crops relative to food crops is dependent
on overall farm productivity, especially when food crop production
exceeds subsistence requirements,

Second, TRDB's own experience so far shows that repaymant rates
for the lending activities proposed under this Project arc much
higher than those for which the cost benefit ratios, especially
thelr foreign exchange components, may be more questionable.l
Also, the lending activitles under this Project mobilize local
resources in productive activities to a greater degree and to a
greater proportion of total cost compared to alternative activities.,
Regarding investment cout, minimum equity payments of 257, are
required for all activities. The recurrent costs include debt
servicing on principal and interest and, when compared to incre-
mental revenues, allow for an attractive return on borrowers'
equity for all term lending activities.

1/ Fertilizers are an example
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In sum, the economic analysis indicates that the economic return

to society, the potential and effective demand for TRDB's lending
activities are not likely to be significant or constraining factors
in determining the optimum size and scale of operations proposed
under the expunded NAFCREP prograri. The most constraining factors
are: the institutional capability of TRDB to deliver the technolo-
gies to villages; TRDB's ability to effectively superrise the loans;
and the amount of FX that will be allocated to TRDB to support
these lending operatioms.

The total FX cost of the lending operations which TRDB can com-
fortably handle are estimated to be U.S. $50.4 million over the
1980/31 - 1985/86 development period. It is recommenced that AID
contribute at least the difference between this total and the FX
which TRDB can mobilize from other sources. The latter sum is now
estimated to be about $20.0 million, implying that AID's contri-
bution should be about 60% or $30.0 million in the form of a
capital grant,

5. The Allocation of the Capital Grant

The economic analysis shows that the most profitable and comple-
mentary lending activities and whose benefits are most ascertainable
are:

- grain mills
- oxen implements and carts
- improved hand tools

Together these activities address the major on-farm constraints to
increased production and productivity. Also, the returns to these
activities are less dependent on the magnitude of marketable sur-
pluses compared to village investments in godowns and transport.
It was recommended, therefore, that as much as practicable the FX
allocations be apportioned to take into account the differential
estimates of the rates of return to villages and the economy of
various lend ng activities.

Table 8 below shows the "optimum'" allocations of AID FX contribu-
tions to each lending activity over the entire development phase,
as derived by the design team. It also shows that about 80% of
total AID FX contributions will be allocated to the three most
"profitable' activities and, which introduced simultaneously, will
have the greatest impact on agricultural production. This alloca-
tion also assures sufficient activity in the other lending cate-
gories to allow for requisite flexibility within TRDB's overall
NAFCREP portfolio. This is necessary for TRDB to meet specific,
local needs of villages in different situatiomswith different loan
requirements. This flexibility also allows for lending in marketing
and transport by those few villages which have the capacity to
effectively utilize these loans on a very profitable basis,
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TABLE 8: SUMMARY OF USAID CONTRIBUTIONS TO NAFCREP BY LENDING
CATEGORY
Total AID Number of New Villages
Foreign Proportion Reached by:
Exchange of Total Total
Contribu- AID Contri- AID's Con- NAFCREP
lending Category tion bution (%) tribution Program
(U.s. $000)
Seasonal Loans
(Hand Tools) 6,762.0 22.5 nad/ w2/
Term Loans
a,., Grain Mills 13,254.0 44,2 1,654 2,902
b. Oxen Implements
and Carts 3,754.0 12.5 960 960
c. Village Service .
Centers/Godowns 2,770.G6 9,2 1,063 1,063
d. Village Transport 2,950.0 9.8 80 170
e. Planning Activities 500.0 1.8 NA NA
TOTAL 30,000.0 100.0

a/ The total number of loans is5 18,500 of which 11,000 will be made through
Thz number of new villages reached by AID's ~ontri-

AID's contributions,

bution is estimated to be 3,000,

Many of the other seasonal loans will

reach villages served by the old project for their replacement needs and
villages reached by the new Project with term loans.

== = = =

= = = =

6. The Recurrent Cost Argument

Table 8 shows the optimal allocation of AID FX contributions derived
from the perspective of TRDB's desired rate of expansion in its
NAFCREP program, the projected financial returns to villages and

the returns to the economy resulting from increased agricultural
production, as explained in the Annex.
must also be viewed from the per.sective of the potential burden
on the economy considering the possible increased dependency on

foreign exchange

over time,

However, the allocation

For example, it could be argued that

expanded investments in diesel powered grain mills will require an
increasing amount of FX for operations and maintenance.

the classic example of the recurrent cost problem.
cost must be weighed against the FX content of:

incremental

However,

This is

this

(a) the incremental production and marketing of produce
that can be attributed to the labor freed by the
grain mill;
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(b) the transport savings resulting from the reduced
reflows of grain flour to villages and other rural
consumers from regional depots; and

(c) the transport savings resulting from reduced transport
costs of produce from villages to NMC branch stores
when village godowns are introduced simultaneously
with grain mills.

While it is diffisult to estimate the value of these FX savings,
the design team believes that they are significantwhen compared

to the FX cost of oparating and maintaining the grain mills.l

But the recurrent cost argument must be taken a step further., What
are the relative FX costs of alternative milling techniques? Unfor-
tunately, there exists very little information now about less costly
alternatives which are either dramatic improvements over traditional
techniquer or can generate as much in potential foreign exchange
savings as diesel powered grain mills. It is important, however,
that during the development phase of this Project AID and TRDB
explore "appropriate' alternative technologies and test and demon-
strate them in pilot villages with funds provided under the experi-
mental lending category.

7. Further Planning

Table 8 shows th: optimum AID allocation of $30.0 given current
lending portfolios in areas of known return. However, this alloca-
tion does not suggest that a different allocation of AID funds among
activities is not desirable 1f new lending portfolios are further
planned and tested. $ .5 million has been set aside to provide
technical assistance and related commodities for further planning
activities to be done throughout the life of Project. Some of the
possible activities have been described in the Tachnical Analysis,
Part IITI. B. These activities will be planned by TRDB with the
agsistance of the AID-financed planning advisor, and submitted to
the Mission on a case-by-case basis for reviaw and a decision regarding
AID funding. (See Part II.C. of the Project description for a
description of procedures.) These activities must fall into one

of the categories outlined in the lending criteria contained in
Annex I-G and must have not more than a 507% foreign exchange cost
component. These activities will be supplementary to those already
described (e.g., new tools) or be alternative technologies for the

1/ The FX cost of operating and maintaining a mill is about TSh 25,000
per year. This amount can easily be covered by transport savings
resulting from a reduction of 150 tons/village in reflows of
flour alone.
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activities already described (e.g., lmproved hand grianders). The
objective is to further plan lending portfolios with a smaller
foreign exchange component and those which minimize recurrent
costs, These funds provide TRDB the oprortr ity and incentive

to further develop lending activities whic! {11 allow diversifi-
cation of the NAFCREP program and provide iow cost profitable
technologies for villages.

Phase IT may involve adding new portfolios such as irrigation and
land imprcvment, a return to lending for seasonal inputs or a
geographic emphasis, Phase II may also require additional plan-
ning activities, The Phase II plan may include allocation of
additional funds for planning activities if additional testing
and experience is required.

D. Summary Social Soundness Analysis 1/

1. Objectives

The objectives of thie analysis were to determine:

(a) whetler the proposed Project was consistent with the
political and social enviromments;

(b) whether the proposed lending activities were perceived
to be beneficial and what impact they might have;

(c) who would beuwefit from the activities; and
(d) whether there were any cultural and social constraints

which would prevent acceptance and diffusion of the
technologies.

2. Methodology

A Tanzanian educator was hired to undertake this analysis. Her

work was supplemented by a REDSO consultant. Sources of information
came from an extensive review of the literature, visits to villages
aud interviews with villagers, particularly women members,

3. Relation to Government Policy

Development policies in Tanzania emphasize rural development. Agri-
culture is the backbone of the country's economy, contributing
about 407 of the Gross Domestic Product, but despite the emphasis

1/ See complete analysis in Annex II-D,
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for ivs development, it has not been a growing sector.

Agricultural financing, whecther local or foreign, has aimed at
increasing productivity. One of the major problems, however, has
been getting the 1iuputs to the farmers in terms of materials (e.g.,
seeds, fertilizers, Implements) and services, (e.g., extension
informarzicn and training). Since the abolition of cooperative
uniors and primary socleties in 1976, the villages have become
multi-purpose cooperatives and are expected to arrange the mar-
kecing of their preducts through thelr committees, The responsi-
bility of supplying inputs to the farmers was handed over to the
crop authorities, but their operations have not always been satis-
factery., The Tanzanila Rural Development Bank is now the conly insti-
tution charged with the responsibility of supplying agricultural
inputs tor food crops to the farmers,

4, Impact of Project Activities

Prior to the dissolution of cooperatives, TRDB supplied inputs
through cooperativ: unions to nember societies who in turn provided
chem to farmers. 7The responsibility of distributing inputs to the
farmers placed an additional burdzn on the Bank's limited human
resources. In the absence of an alternative, the Bank will have to
continue handling iaput supply for its borrowers. One of the major
coucerns of the Project is to improve food crop input distribution.
In this direction the Project, in collaberation with IDA and TRDB,
will study the input discribution problem and develop recommendations
for i1esolving the situation and Lest an alternative system. The
intent 1s to provide the resources needed to allow villages to become
regponsible for input supply througn village service centerc and
village transport.

The Project in this case is a response to problems of input distri-
bution and marketing of produce which have been expressed in reports,
speeches, papers and verbally. These sources all point out that the
success of rural credit program in Tanzania depends to a large

extent upon the pursuit of intensive training programs for the

office bearers and leaders of registered villages which would form
the most imporcant category of borrowers from the Bank. The Project
aims to improve village capacity at the receiving end of the system.
If the recipient villages are to effectively utilize credit goods

and services frcom TRDB, it is necessary that all members of villages
understand the purposes and responsible uses of credit. Improved
repayment rates are dependent on this activity.

In Phase I, grain mills, carts, plows, farm implements, multi-

purpose village service centers, including storage facilities for
storage of crops, inputs, and retail outlets, and implements will

be provided. These 1inputs together will facilitate increased
production and productivity in the villages. They will also save

time and energy which could be expended on more productive activities.
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The provision of grain mills will particularly relieve women of
burdensome and monctonous tasks of grinding and pounding of maize.
The inputs suggestcu in Phase II, i.e., reforeststion, land improve-
ment and management, integration oi iivestock improvement activities,
and diffusion of appuopri:te technologies are all necessary for the
more {ntencive and cutensive use of land which is necessary to
increasc productiv: and incomes for improvement of people's lives

in the roral areas,

The trainive of TRPL's manpower and the supply of capital to the
Bank will enable the Bank to provide more efficient services to
the farmers, and tc¢ nave a more capable staff to carry out opera-
tions in the region. and at the headquarters. Other institutions
too will benefit frum increased coordination of TRDB activities
with thogse 1 other institutions,

The suvcio-culturall: acceptsbility of the commodities proposed for
financing thirough : is discussed in the detailed Annex. None
of the comoditics were found to be unacceptable or incompatible
with existing farul,.» systems or farwmdng activities. Each has

been tested in the jillot phases of NAFCREP and found to be accept-
able,

5. Constraints

(a) The majer oim of NAFCREP is to increase village crop pro-
duction and thewvbw incrcase income and improve the standard of well-
being in the villa.os, 1n order to recover lodans, emphasis has been
put on marketed produce.  Other institutions, such as the crop
authorities, have activities aimed at promoting the production of
crops. Villagers ave thus the object of a variety of sometimes
competing influences. Further, these inst.tutions may not fully
take into dccount the goals of the villagers,

(b) Loan recovury has been a problem for seasonal crop inputs
in particular. While there is insufficient data to determine the
reasons for non-repayment, a variety of hypotheses have been
suggested; they arc:

- the borrower does not understand the loan has to be repaid
but consilers it a grant;

- the borrower sells crops through unauthorized channels,
thereby by-passing the loan recovery mechanism;

- no deductions are made whea a farmer sells a crop due to
poor viliage record keepinz;

- wvillage leadership does nct know the village entity is
responsible for loan repayment from individual village
members;

- no action is taken on defaulters;

- poor coordination between the crop authorities and TRDB; and

- the technologies promoted are not profitable.
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(c) There is a lack of information on the availsbility aad
utilization of resources used in peasant farming. These factors
include:

- land availabiiity, fertility and rainfall, distances
from the homestead;

- labor force size, composition and utilization;

- capltal avallability control;

- knowledge base for mancgerial and technical skills; and

- decision making and control of resources,

The above constraints will be addressed in the Project through

the data collection and planning activities and the efforts to
improve Iinstitutional coordination., Project inputs, both technical
assistance and training, are flexible in nature and will thus allow
reprogramming 1f necessary.

6. Summary of Recommendaticns

(a) Given Tanzania's ever changing policies and priorities,
the Project should illow maximum flexibility to further analyze
and respond to these constraints.

(b) The provision of grain mills should go hand in hand with
plans for income-yenerating activities and ocher projects which
would particular!y Denefit women once they have a little time and
energy to spare.

(¢) The provision of better inputs such as seed, pesticides and
fertilizers whould be bssced on area specific research recommenda-
tions.

(d) In conjunction with the provision of plows, identification
of labor saving tecihnologies to help with planting, weeding and
harvesting is needed. For example, the use of plows puts more land
under cultivation; fertilizers stimulate the growth of weeds and all
these demand labor, time and enrrgy normally provided by women.

(e) Intensification of land use also requires increased efforts
to protect the natural environment,

(f) Rural development in Tanzanlia must take an integrated
approach. As such, there is need for the Project to work with other
institutions in order to get cooperation and support.

(g) Village education and training is critical to Project
success.

(h) Since women are primary producers of food crops, the Project
should ensure their access to information related to agricultural
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inputs, techniques and training so that they can fully participate

in deeision making and sharing of the benefits of increased incomes.
Village training «}. uld be done at locations accerssible to women

and when possible irn colizboration with the women's village committee.

E. Summary of Environmental Analvsis

The TiZ {n Sunex 7 -F recommends a negative determination bhased

on the ann’wefs thao AID inputs to this project will have no signi-
ficant frpiot »n the environment., However, as explained in the IEE,
TRDB .= - .o Ity own funds to fmport and distrisute harmful pesti-

cides such .« DOT duvt (57). Tt 1s recommended that AID develop
appropriate poltev ufldelines to deal with this issue since AID funds

will net bhe Jfirect: oo .0 te procure any pesticides under this pro-
ject. Alse, Tandov i5 new 1lsting alternative pesticides to DDT
and preters orethrum-based pesticides.

F. Svomary o1 Inst tuticnal dAnalvsis 1/

1. Objectives

The objectiver of wiis analvsis were to determine:

(a) what problems TRDB had had in serving villages ac the
primary narional institution charged with providing commercial
inputs for rural developmenc;

MY wiat othes donor and TRDB plans were to overcome these
problems;

(c) whether TiDB could effectively undertake NAFCREP as proposed;
and

(d) whather TROB was taking steps to overcome the repayment
prcilem and what further support was necessarv to enable a 27
annual improvement in collection rates.

2. Methodology

In January of this year an Ohio State contract team undertook field visits
(see Trip Report, Annax II-M); evaluated the current project (see PES,
Annex II-L); and assisted in preparing the detailed Institutional

Analysis (see Annex II-F); and job descriptions for the proposed

advisors.

3. Major Problems
The TRDB like most other institutions has been feorced to adjust to

the massive structural changes which resulted from decentralization.
The major effect on TRDB has been twofold: expansion of their

1/ See complete aralysis in Annex II-F.
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cliente.e from about 300 cooperative unions and socleties to over
8,600 villages; ard secondly, taking on the massive responsibility
for delivery to viilages of seasonal inputs. The first change in
{tself resulted in stretching the Bank's human resources beyond

the ability to serve farmers. The second change has added a respon-
gibility which is not only outside normal credit and banking activi-
ties hut has placc: demands for logistic support on the already
over extended Bank staff.

Component . of the Projec: description details planned AID's and
other donor's assi:tance. Technical assistance, training and
commedities, especially vehicles, will be provided in an effort
to overcome the most pressing constraints. These include:

- structural over-centralization in a decentralized
environment;

- lack of staff training and experience;

- outdated and cunbersome policies and procedures;

- poor data and information;

- poor collection;

- confused responsibility and difficult input distribu-
tion pioblems;

- poor iInter-institutional coordination;

- contradicting national policies and priorities; and

- 1Inadequate logistic support and transport,

4., Recommendations

Each of these above constraints is discussed in Annex II-F as well
as curreni plans and recumnendations for overcoming them. Based on
the analyses presented therein, the Bank staff should be able to
reach and service loans in approximately 500 - 900 additional
villages in ecach vear of the Project through NAFCREP.L: Currently
coverage of some 1,000 villages should be expanded to about 6,000
by the end of the Project and achieve the planned 2% annual improve-
ment in collectior rates. The aralysis assumes the AID and other
assistance (as described in Part [I.F) will be available and that
further massive reorganizations will not be undertaken by the
TanGov throughout the life of the Project.

G. Financial Ana]vsisz/

1. Conclusions

The Bank clearly cannot extend its outreach to meet the rural
development needs of Tanzania without external financing. From its

1/ Does not include sther lending programs of TRDB
2/ The detailed description of the Financial Planning and Method-
ology is contained in Annex II-G.
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creation in 1971 through 1979 the Tanzania Rural Development Bank
lending volume grew by an average of TSh 33 million per year and
weathered several crises including the dissolution of the Cooper-
ative Societies and Union: in 1975. During the next ten years the
liquidity of the Bunk must be mobilized to repay TSh 200 million

of credit. Withoar external assistance the Bank would not be able
to both sustain yrowth and repay its creditors, even with the assis-
tance and credit of the Bank of Tanzania. In order to meet the
outrcach aud rural Jevelopment expansion goals of AID and the
TanGov, a wmure vigorous and stronger institution is required. The
financial analysis which is presented in Annex II-G indicates a
grant of $30.0 million is required to insure a self-sustaining Bank
with sufficient growth in its lending portfolio to have an impact
on rural development,

2. Existins Financial Condition

As of the end of the 1978/79 lending year (June 30, 1979) the TRDB
had total assets of TSh 668 million including an outstanding port-
folio of TSh 493 million against total external loans of TSh 253 which
consisted in their entirety of medium- and long-term financing,
primarily from IDA, which for the most part .s crop or activity
gspecific, 1In addition, there are two credits from the Federal
Republic of Germany. Capital consisted of TSh 187 million and the
debt/equity ratio was approximately 1.35. Total expenses as of

that date were Tsh 51.3 million of which 167 represented the cost

of financing and 15.5% and 17% pe -onnel and operating costs, respec-
tively, Over 507 ¢t expenses (TSh 26 million) were provided for

bad dehts, Retained earnings of TSh 15.4 million aad liquidi}y

of TSh 97.3 million was registered at the end of the period.l

The financial development of the TRDB over the past four years
is reflected in the key indicator. in Table 9.

As can be appreciated from Table 9, the Bank has remained in a
relatively static cquity condition over the past four years while

it built up adequatc loss reserves, althoughit had experienced
spectacular growth in the precediang four years -- going from approved
loans of TSh 36 million in 1971/72 (the year it commenced operations)
to TSh 203 million in 1974/75. It will also be noted that liquidity
dropped sharply in 1978/79 and may even be lower than the amount
shown due to possible over-valuation of inventory, Further as will
be seen from the projections below, beginning in 1980/81, sharply
increasing debt service (as principal payments on several of the

IDA credits start coming due) plus the delinquency problem will

make a gradual decline in operations inevitable. Equity will be

1/ Care must be taken in viewing a number of these indicators,
see footnotes to Table 9,
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TABLE 9: FINANCIAL DEVELOPMENT OF TRDB OVER PAST FOUR YFARS --
SELECTED INDICATORS (For full Balance Sheet and
Income Statements, see Annex II-G)

(TSh 000)
1975/75 1976/77 1977/78 1978/79
Total Assets 453,953 533,891 599,105 688,419
Liquid Assets 8/ 102,049 124,319 184,411 97,326
Loan Portfolio 334,652 377,704 314,065 393,050
Short Termb/ 76,400 82,740 61,980 134,926
Medium and Long Term b/ 274,315 350,049 325,583 357,782
Allowance -- Bad Debtse/ 16,063 55,085 73,500 99,657
Total Liabilities 4/ 251,694 349,569 413,946 481,049
Medium and Long Term
Financing 165,431 200,464 232,457 253,103
Grants®/ 74,063 134,399 170,021 215,666
Capital and Equity 202,258 184,321 185,159 187,370
Subscribed 172,000 172,000 172,000 172,000
Retained Earningsf/ 30,258 12,321 13,159 115,370
Income £/ 38,969 36,239 37,196 53,327
Expenses 32,981 35,535 36,538 51,327
Cost of Funds 3,531 6,360 7,345 8,357
Personnel 4,178 4,908 5,700 7,984
Operating 3,122 3,888 4,305 8,572
Other (Bad Debt Expense) 22,148 2, W) 18,415 26,157
Delinquent (Arrears) &/ 119,577 109,557 130,700
Loans Disbursed B/ 73,000 78,000 106, 142 175,687

Source: Financial Analysis by current AID financial advisor.

Note: Footnotes appear on following page.
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a/ Cash plus inventory, Inventory may be overstated, Inventory
includes book amounts for fertilizer, insecticides, seeds and
other crop inputs.

b/ The division of short and long for the first two years is
approximated. Jeginning in 1977/78 TRDB maintained more complete
ledger records.,

¢/ Prio~ to 1976/77 the Allowance for Bad Debts was based upon an
arbitrary 5% of the portfolio. By 1978/79 the allowance was
adequate or close to adequate and was hased on annual loan by
loan review. ({5ce h/ below.)

d/ TRDB dcac not accrue accounts payable. The current ratio,
thereforce would not reflect the Bank's liquidity.

e/ TRDB does not include Grants as a part of Equity.

£/ Net income and retained earnings are based upon accrued interest
income. Because a substantial portion of the accrued income
may not be collected, the amounts reported as income must be
treated with great care.

g/ In years 1976/77 and 1978/79, TSh 58 million of loans were
transferred from the open loan portfolio to an asset account.
These had been made to Cooperative Sociaeties and Unions which
were dissolved, The loans are no longer collectable, buc may
be reimbursed in whole or in part by the Government.

h/ Figures for first two years are approximations.

sharply eroded, although it is relatively sound at present compared
to existing debt.

In sum, both the IDA loan and AID capital grant are badly needed.
Foreign exchange is especially required as short and medium needs
for local currency will be met in large part in the future through
short-term and medium-term credit from the Bank of Tanzania.

Despite the above situation, the Bank is making a vigorous effort

to continue its outreach to villages, especially in the area of

basic food production, Although seasonal agricultural loans
decreased by TSh 44.9 million in 1978/79, for example, over 1977/78
(primarily in tobacco), and livestcck loans decreased by TSh 43.6
million, other areas of crop lending increased by 22,5 million.
NAFCREP loans increased from approximately TSh 4.l million in 1977/78
to TSh 31.5 million in 1978/79 including, TSh 5.9 million in maize
mill loans. In addition, loans to villages increased from
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TSh 103 million (41.67 of the portiolio in 1977/78) to 110.8

million (59.67% of the portfolio in 1978/79). Finally, 1978/79 was
the first year since the dissolutfon of the cooperatives that loans
were made in all rejiong of the country. Such expansion, however,
relative to both viilages a. well as the country at large, will not
continue without major new financing commencing in the coming year.
The Bank will have to concentrate on what it is now doing and face

a stecadlly declining portfoiio -- especially in light of its continu-
ing delinquency problem which will not be solved quickly.

Without external financing the Bank will be unable to move into
some of the newer arcas of agricultural and village investment
contemplated by this Projecc. (It is believed that the area that
would be hardest hit would be medium and longer term lending for
financial, social aud political reasons.) The Bank would have to
concentrate on survival; innovation would suffer; and lending would
undoubtedly become more conuervative, Finally, one need only look
at the history of the Bank's prdecessors, each of which eventually
went inco liquidation thanks to increasing arrears and the lack

of access of sufficient lending capital, among other critical
elements,

Obviously the Bank would remain in business without the AID grant,
especially with the IDA credit and the sources of credit from the
BOT. The point is it would not be able to accomplish any of the
critical objectives related to the TanGov or AID strategies,
Substantial externa: {inancing is needed or it becomes almost
senselcss to put mor= resoui.es into developing the institution
as an institution, .} : capital grant is necessary and indis-
pensible to Project objectives.

3. Impact of the Capital Grant and Determination of Size

a. The Planning Model and Assumptions

For purposes of financial projections and analysis, the design

team was very fortunate in having access to a financial planning
model that had been developed both for Project design T?rposes and
to assist the TRDB with its own planning requirements.=/ A complete
description of the model and assumptions used in the analysis are
described in Annex II-G.

In attempting to come to grips with the question of which runs to
make and analyze amongst the unlimited combinations possible, the
task was compounded by the realization from economic and other
analyses, that demand for village investments, inputs and credit

at the village level could be considered infinite relative to supply
in the foreseeable future. The same can be said of the TRDB's
potential capacity to deliver given projected institutional inputs,
planned growth of personnel and targets for increased village
coverage (4,000 villages, about half of all in Tanzania, with maize

1/ The model was developed by the present ACDI, AID-financed
advisor to the TRDB for financial management and systems.,



79.

milla by 1987, for example). The design team finally decided on
six basic combinations it wanted to look at, These were as
follows: (For details of these assumptions see Annex II-G.)

No USAID capital Grant, low collectionsl/, low level of
lending 2/, low level of other grants 3/.

- No USAID Grant, improved collecr:ions, medium lending level,
high level of other grants.

- USAID Grant of $5 million, improved collections, medium
lending, high level of other grants 4/ .

- USAID Grant of $12 million, improved cullections, medium
lending level, high level of other grants. (The $12 million
capital input was suggested by the PID) 4/.

- USAID Grant of $20 million, improved collections, medium
lending level, high other grants 4/.

- USAID Grant of $30 million, improved collections, high lending
level, high level of other grants 4/.

The low level collection rate was 727%. Improved collections
allowed for gradual improvement over the period to 82%, an
improvement of about 2% per year. Historically in the case

of short-term loans, about 407 is paid in the year due, 257 in
the following year, then 57 and 27 to 3% thereafter. This

should improve due to the many initiatives described in <he
Project descriptions,

Low level of lending is approximately TSh 150 million /year which
i3 less than what the Bank is now putting out. Medium represents
an increase of TSh of 33 million a year from a 1978/79 actual
level of about TSh 170 million. Historically the Bank's lending
has increased by an average of TSh 33 million/year. The high
level assumes the medium level plus 10% compounded each year,
considered the maximum that the Bank could realistically

handle,

Low level of '"other grants" is about TSh 14 million/year. The
high level is about TSh 35 million which is the historic average
plus increases of about 157 per year.

In addition to the USAID Grant amounts, an additional $1-2 million
of commodities is for Bank inventories assumed with each USAID
Grant, e.g., vehicles, motorcycles, etc.
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b, Selection of the Preferred Option

The design team sought to determiae that alternative which would
permit the Bank to continue expanding at its historic average or
at an attainable level during the period of the Project (see
footnote 2/ p. 79) and become self-sustaining. The main indicators
» of financial strength of the Bank are liquidity, the ability of

the Bank to make principal and iInterest payments on the debt from
operations and the size of the loan portfolio at the end of the
Project which would enable the Biank to carry forward its operations
into the future.

The AID grant alternatives were programmed at an increasing level
with one-third disbursed during the first three years and two-thirds
during the second three years to correspond with the increased
activity expected during that period. Other assumptions were made
as realisitically as possible based on the past axperience of the
Bank and existing conditions. (For a detailed explanation of the
assumptions see Annex II-G.)

Using an end of Project status evaluation and the three criteria
outlined above, the team found that the only two options which
provided growth and stability are the USAID grants of $20 and $30
million over the six-year Project period. In the cases of no
grants and the $5 million grant, the Bank would still be in a
decline, with substantial negative cash flows and an impaired
ability to meet its debt service. Even with $20 million the Bank's
position would decline and would be forced to sharply curtain
lending during the last years of the decade, At the $12 million
level, with the historic growth in lending, some negative cash
flow would be experienced and the Bank's liquidity level would be
less than one/fifth of its liquidity at the beginning of the Project.
With this option debt service would be a strain which the Bank
would have to meet by reducing 1ts operating costs. This would
further reduce future stability. While the Bank could survive
under this option, it would be weaker at the end of the Project
than at the beginning of the Project and the ability of the Bank
to serve the future financial needs of rural development in Tan-
zania would be significantly impaired.

At $20 million for the AID grant and medium lending levels, the
Bank would be viable because of the size of the loan portfolio, but
Iiquidity would be less than one-half than at the beginning of

the Project and debt service would require over 237 of the annual
payments. This end of Project position 1Is counsidered unsatisfactory
in that it would not only allow limited service of client needs

but would leave the Bank on the brink of decline because of poor
liquidity and a larger than prudent percentage of resources required
for debt service. 20% debt service/repayments is considered the
maximum viable position. At the high lending level, which
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TABLE 1J: COMPARISON OF BEGINNING OF PROJECT WITH FND OF PROJECT STATUS
UNDER DIFFERENT OPTIONS

End of Project Status - July 1, 1986

Beginning .
of $30 $20 $12 $5
Project Million Million Million Million No Grant
Grant (High Grant Grant Grant (Low
7/1/80 Lending) (Medium Lending ) Lending)
Li uidiﬁg 1/ 93,052 108,132 40,550 18,430 14,680 3,600
(T.Shs.000)
Loan Portfolio
(Net of Bad
Debts) 485,114 1,204,005 1,115,764 1,115,764 1,115,764 984,780
(T.Shs.000)
Net Loans/
Financing 1.55 1.88 1.81 1.81 1.81 1.53
Debt Service/
Repay 2/ 14 .20 .23 .23 .23 .51

1/ Short term negative cash flows can be covered by shcrt-term borrowing
from the Bank of Tanzania.

2/ The debt service of interest and principal repayments goes from
TSh 14,8 million in 1979/80 to TSh 63.3 million in 1984/86 regardless
of lending level or grants,

= = = = = = = - - - = -

corresponds to the modest expansion plans associated with this
Project, substantial negative cash flows would be experienced,
liquidity would be impaired, lending outreach could not be sustained
and the Bank would be in a declining position,

With a $30 million AID grant and the high lending levels associated
with this Project outreach and foreign currency requirements, the
Bank would be stronger financially in every major respect. It is
only at this level of grants that the negative impact of the 4007
increase in debt service costs between 1980 and 1986 is manageable.
(See footnote 2/, Table 10.) This option not only insures
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substantial service to meet tae almost infinite developmeut needs,
it insures that at the end of the Project the Bank i3 vigorous and

self-sustaining.

Net income is not a valid measure of the Bank's op ration because

it is based on accrued interest income and accrued bad debt expense,
A better mcasure of the Bank's operation during the proposed Project
is nct cash flow, Cash flow 1s the ingle most important factor
which will determine if the Bank has sufficient liquidity to meet
its lending objectives. The net cash flow for the six years of the
Project under the hLigh lending, $30 million USAID grant assumption
is positive at TSh 15.1 million., Net cash flow on a comparable
basis under the medium lending, $20 million USAID grant assumption
is negative at TSh 47.5 million. The difference between the two
opticns is TSh 60 million of liquidity.

After the end of the Project in 1986 the debt service costs of all
exlsting and identifiled financing will level off and then decline
veginning in 1990. The loan porticlio net of bad debts of almost
TGh 1.20 billion would provide the Bank with the resources to be
self-sustaining wich normal future financing into the foreseeable
future.

The choice of the 330 million AID grant is predicated on two sets
of factors, financial strength of the Bank and service to the poor
of Tanzania. With a $30 million grant the Bank can expand at an
average annual ratc of TSh 38 million during the Project period,
which is the optimum level of expansion in terms of development
outreach and instituitonal strengths (including financial, human resources
and other). At this level the Bank should have the capacity to
effectively deliver credit and corplementary services to rural
Tanzania. A higher level of lending might not be supportablc by
management, staff and other resources, and a ilower level would
under;, utilize,tge capacity and resources cn hand (including those
provided lierein),

The high lending level associlated with the $30 million AID grant
is reasonably attainable but w#ill not be easy. Even with the
substantial AID support the Bank will have to mobilize about

TSh 35 millioz annually of short-term borrowing from the Bank of
Tanzania and up to TSh 200 million of long-term financing from

the Rural Finance Fund, also from the Bank of Tanzania. Also a
significant portion of other donor funds would be used for the
NAFCREP program. (See High Lending Schedules, Annex II-G.)

The recommended grant option provides part of the means by which
the TRDB can obtain financial strength while meeting the needs of
rural development. The AID grant provides the absolutely neces-
sary foreign exchange component of the framework, which coupled
with internal short- and long-term financing as well as other
external credits and grants, will enable the Bank to be self-
sustaining by 1986,
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RATIO S AND MEASURE OF

RATIOS AND MEASURE OF FINANCIAL CONDITION, 1979/80 - 1985/86 (USAID $30 MILLION OPTION)

FINANCIAL CONDITION 1/ 1979/80 1980/81 1981/82 1982/8' 1983/84 1984/85 1985/86
Liquidity (A) 93,052 €9,987 84,472 89,691 82,824 91,584 108,132
Grants 259,125 329,925 406,723 488,607 597,219 710,919 830,247
Financing (B) 313,175  3¢1,913 418,580 448,350 481,144 544,145 641,144
Debt Service (C) 14,838 28,608 30,816 35,750 44,340 51,750 63,250
Repayments (D) 106,321 147,497 202,071 251,022 253,780  2¥8,000 304,000
Operating Expenses (E) 18,500 21,275 24,466 28,136 32,356 37,200 42,780
Loans Disbursed 193,349 232,432 268,956 305,755 343,381 364,700 406,500
Ratios:
Liquid Disbursements Yr. + 1 (F) 41 .27 .28 .28 .27 .23 -~
Loan Portfolio/Fin. (G) 1.55 1.64 1.65 1.75 1.91 1.92 1.88
Debt Service Repay (H) .14 .20 .16 .15 .18 .19 .20
Operating Exp./Repay (I) .18 .15 .13 .12 .13 .14 .15

1/ The following rates and measures of financial conditions are prcvided for all of the alternatives :hich were

evaluated. See Annex I-G for other optious.

A, Liquidity: The amount of cash and invento>ry or hand
at year end which is available to fund tha loans of
the following year.

B. Financing: The amount of credit which his been
extended to the Bank.

C. Debt Service: The interest on credit which the Bank
has to pay during the year plus any long-term
principal repayments due.

D. Repayments: Cash collections of the Bank from
borrowers.

E. Operating Expenses: Personuel, administration and

depreciation costs.

F.

Liquidity/Next Season loan Disbursements: Measures
ability of the Bank to lend from existing
resources. The higher the ratio the less short-
term (less than 1 year) borrowing that is required.
Loan Portfolio/Financing: Measures the TRDE coverage
of its borrowing with ongoing lending. This is

a measure of the Bank‘s ability to repay 1its

loans. The loan portfolio 1s net of bad debt
allowance,

Debt Service Repayments: Measures ability of

Bank to pay off long-term debt and interest on

both long- and short-term debt from iocan repayuents.
Operating Expenses/Repayments: Measures oparating
costs as a percent of loan rr.rayments.,

“£8
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¢c. Summary of $30 Million Option

The $30 million USAID grant provides the additional resources which
will enable TRDB to be a self-sustaining lending institution while
it provides vital inputs for staged rural development. The grant
not only provides liquidity and foreign exchange, it provides the
depth of guaranteel resources over 6 years which will permit Bank
manasement to Implement and carry out rural outreach.

In order to achieve the tinancial goal of institutional self-sufficiency
the loan repayment racte must be improved by 2% a year, This is a

medest and attainable objective. Bank management has already taken
action to achieve the objective.

The analysis supporting the conclusion has been thorough and
in-depth. A wide range of assumptions were tested, including the
impact of interest rates, The need for additional credit, and the
desirability of reducing operating costs. The conclusions drawn

from the financial analysis are that at higher level of grant

funding would excced the Bank's capacity to absorb and manage the
resources and that a lower level of funding would result in liquidity
problems which would curtail optimal growth of rural development
programs,

H. Summary of Engineering Analysis 1/

1, Obiectives

The objective of this analysis was to (a) determine reasonableness

of cost estimates for constructiorn activities; (b) adequacy of
preliminary plans and construction standards; (c) review of proposed

FAR agreement; (d) raview arrangem2nts for implementation; and 8;) to
provide au engineer's recommendations that 611 (a) requirements have been
satisfied and that funds for construction activities are ready for
obligation.

2, Methodology

Housing plans were provided by the Ministry of Works and costs
estimates were submitted by a local engineering firm. REDSO reviewed
these pians and the draft FAR agreement. These documents are
contained in Annex II-H.

With respect to the Village Service Center, a sample godown plan
was provided to the same engineering firm mentioned above and cost
estimates provided., They also provided estimates of the incremental
costs for adding other facilities such as the stores, offices,
meeting hall, etc. All plans were reviewed by REDSO.

1/ See Annex II-H for plans, FAR agreement and detailed analysis,
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3. Recummendacions

REDSO/EA has reviewad and analyzed all applicable preliminary
plans, cvst estimatas and project documemtation. It is their
Judgement thar the coustruction elements of this project ara
Teasorably designed and priced, that tha cost estimates are
reagonably firm and adequate planning has taken place to satisfy
PAA 611(a) requirements to allow obligation of project funds

for all construction activities under this project.

I. Financial Plans

1. Summary Cost Estimatae

Table 12 presents a summary of cost estimates for all known donor
assistance ror the next six-year period. It includes only estimates
for FAO and DANIDA a3 no firm cost data was available, The major
other donor L{s IDA. The Staff Appraisal report was used to derive
astimates. It should be noted the $7.0 million shown as a NAFCREP
contribution i3 not earmarked for any purposa, but rather is a
general line of credit, In all probability TRDB will use the major
part for the MAFCREP portfolio. The total project is estimated to
cost S$155,0 million.

.2. Expenditure Proincts

Table 13 presents a summary of planned donor and TanGov expenditures.
Other donor expenditure projections are not known and therefore are
estimated in equal tranches cver the three year pariod of 1980/81 -
1982/83 for IDA, FAO, and DANIDA support. Table 14 contains esti-

matas of ATD expenditures, They are projected based on the imple=
mentatlon schedule containad in Anpax I-J. TanGov contributions
are estimated in Table 15 based on the same time frame, as many

of thesas costs are related to AID expenditure, TanGov contributioms
includa actual planned contributions for imstitutional development
and MAFCRET loan funds. 1In the case of the former, costs include
those additional activities TRDB 1s assuming in relation to AID and
IDA-financad activities, With respect to NAFCREP all funds TRDB
must mobilize from donors, BOT or from its own assets, are included.



Source
Poaition

Lung~-tere

Short-tesin

Other Incldy. Evaluation
FAO/DAN1DA

TROLHE

Trafujug
Loug-term

Short-term
In-country
Study Tours
Village

Of f-slhiore (Vehicles & Appliances)
Local Services & Coustruction
Traioning Materiuls Office Equip.,
Suppltes, Furniture
Computer

Sub-total

Contiugency

Sub-tuetal

Inflacion

Al) Iustirurional Sub-total
NAFCUREP Coontribution

GRAND TUTAL
Rounded

4/ Major portion IDA estimated at $13,400,000,
/ 102 yearly on FX; 157 yearly on LC

/ Includes $20.4 willion foreign exchange TRDB must mobilize.

/ Includes IDA General Line of Credit may be used for NAFCREP or other prograws.

&It jo)

TABLE 12:

SUMMARY OF TOTAL PROJECT COST ESTIMATES BY CATEGORY OF INPUT

(b.S5. 5000)
AID Host Country
[ i ic
3,060 820 3,200
1,740 260 50
1,140 530
180 30
5,150
2,560 1,175
1,400 277
350 51
770 843
40 4
1,770 ‘ 1,050 2,460
890 90
950 2,370
880 100
7,390 1,870 8,835
__310 90
7,760 1,960 8,835
3,060 1,390 b/ 1,325
10,820 3,350 10,160
30,000 85,975
40,820 3,350 96,135
44,200 96,100

c/

Other Donor

12

2,172

630
667

875
411

353

78

1,727

454
699
16

558
4,330
346
%,676
651

5,327

2,429

7,756

34

1,174
152

822

191

568
3,264
df 3,644

6,908
14,700

Total

FX LC fotal
3,232 7,177 12,409
2,370 926 3,29
1,807 696 2,50)
180 30 210
875 315 1,250
5,150 5,150
2,991 1,329 4,320
1,400 277 1,622
350 S1 401
1,123 963 2,086
40 4 44
78 34 122
3,497 4,684 8,181
1,344 242 1,586
699 4,142 4,841
896 109 1,005
558 191 749
11,720 13,190 24,910
716 301 1,017
12,438 13,451 w9
3,1 3,283 6,994
16,147 16,774 32,921
52,829 ¢/ 69,219 d/ 122,048
68,976 c/ 85,993 4/ 154,969

155,000

DANIDA & FAO inputs estimated at §1,250,000 and are shown in Techuical Assistance category.
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TABLE 13: PROJECTIONS OF EXPENDITURES BY FISCAL YEAR (US $000)

a/

FISCAL YEAR AID AID AID TANGOV OTHER TOTAL
INSTITUTIONAL GRANT TOTAL

1980 100 - - - 100
1981 1,900 3,000 4,900 7,800 4,900 17,600
1982 2,000 3,600 5,600 11,900 4,900 22,400
1983 2,100 3,400 5,500 15,800 4,900 26,200
1984 3,000 6,800 9,800 16,500 26,300
1985 2,400 6,600 9,000 19,400 28,400
1986 2,400 6,600 9,000 22,500 31,500
1987 300 - 300  2,200b/ 2,500
TOTAL $(14,200) $(30,000)$ 44,200 $96,100 $14,700 $155,000

a/ Estimated and includes IDA general line of credit although it is not

b/

necessarily for NAFCREP lending only.

Does not include continuing contribution to NAFCREP as amount not known.
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b/

INSTITULIONAD SUPPURT

A, Teclmieal Assfetance

Lanig-term

Short-keygm

Ulhcrlhﬁ/
Sub-tutal

8. Training
Long-teiw
Short-teim
lu=-country Sexluars
Study Tours

Sub-total

C. Conmaditlcs
Of f-shore
Local
Contractuc/Other

Sub-total

Totals
Cuntingency 5%

lutlacion u/
Total fnstleueional
Rouided

NAFCKEP SUFPORT b/

CRAND TOTAL

TABLE 14:

AID SUMMARY EXPENDITURE BUDGET

(5000)
FY 80 7Y 81 FY 82 FY 83 FY B4 FY FY 86 FY 87 YOTAL
J2.¢ 73 2.4 c B Lc 73 Lc X 2o} FX Lc Fx L 24 Lc n ic TOTAL
- 208.3  31.3  400.0 60.¢  325.0  48.7  300.0  45.0 00.0  45.0  200.1  30.0 - 1.731.4 0.0 1,993.4
37.5 - 75.0  33.0  275.0 99.0  250.0  99.0  212.5  99.0  162.5 9.0  125.0  99.0 - 1,137.3 528.0  1,685.8
- 5.0 5.0 75.0 5.0 5.0 5.0 _100.0 5.0 - - 173.0 30.0 2030
375 = 283.3 €9.3 675.0 164.0 650.0 152.7 512.5 149.0 462.5 149.0 425.1 134.0 < 37,0459 BI8.0  3,6¢1.%
53.2 186.2 275.5 260.3 267.9 256.5 102.6 1,402.2 - 1,602.2
58.5 58.5 58.5 58.5 58.5 8.5 351.0 331.0
165.0 137.5 165.0 137.5 110.0 $5.0 770.0 770.0
8.0 8.0 8.0 8.0 8.0 ___40.0 __au.0
218.2 390.2 507.0 564.3 YA 378.0 161.1 2,563.2 RIS
380.0 510.0 8%0.0 2900
11,0 87.5 234.0 72.0 180.0 180.0 180.0 954.5 954.3
5.0 _5.0 _586.0 _14.0 39.0 _11.0 57,0 22,0 78.0 _16.0 572.0 _16.0 57.0 _16.0 879.C _100.0 9190
5.0 16.0 7966.0 111.5 35.0 245.0 57.0 9.0 588.0 196.0 57.0 196.0 57.0 196.0 1,;69.0 1,05.5 ~2,823.3
42.5 16.0 1467.5 180.8 1104.2 409.0 1214.0 246.7 1504.8 345.0  963.9 345.0  860.1 330.0 161.1 7,376.1  1,872.5  9,250.¢
2.1 .8 3.4 9.0 55.2  20.4 60.7  12.3 78.2  17.3 _48.2 17,3 43 16.5 8.1 368.9 _ 91.6 4673
4.6 16.8 1540.9 189.8 1159.4 429.4 1274.7 259.0 1643.0 362.3 1012.1 362.3 903.1 346.5 169.2 7.7647.0 1,966.1 9,713.1
— 154.1 28,5 _243.5 138.5 421, 134.9 _762.5 271.4 _617.9 366.4  696.8 455.0 160.5 3,056.9  1,195.7  _4,451.6
45.6 16.8 1695.0 218.3 1402.5 567.9 1696.3 393.9 2405.5 633.7 1630.0 728.7 1599.9 BOl.5 329. 10,803.9 3,360.8 14,164.7
61.4 1,v13.3 1,970.8 2,090.2 3,039.2 2,358.7 2,401.4 329.7 14,163
100.0 1,900.0 2,060.0 2,100.0 3,0C0.0 2,400.0 2,400.0 300.0 14,200
3,000.0 3,600.0 3,400.0 6,800.0 6,600,y 6,600.0 30,000
100.0 4,500.0 5,600.0 5,500.0 9,800.0 9,000.0 9,000.0 360.0 4,200
s

157 compounded annually for local costs;

All Eorelyn exchange.

10% compounded annually for fureign exchange costs.



TABIE 15: TANGOV CONTRIBUTIONS (EXPENDITURES)
Fy 80 Fy 81 Fy 82 FY 83 FY 84 FY 85 Fy 86 FY 87 TOTAL
A. Technicul Assistance
Trust Fund 17 p.y. @ $2,6342/ 10.5(4) 10.5(4) 7.9(3) 7.9(3) 7.9(3) “4.7(17)
Furniture: 4 sets @ $200Q 8,0 - - - - 8,0
Sub-Tocal 18.5 10.5 7.9 7.9 7.9 52,17
B. Added Staff (Meadquarters & Field)2/
5 2onal Managers @ $5,400/yr. 13,5(2.5) 27.0(5) 27.0 27.0 27.0 27.0 27.0 175.5
Professional @ $4,400 88.0(20) 176.0(40) 264,0(59) 383.0(86) 502.0(113) 621,0(139) 621.0(1139)2655.0
Middle-level @ $2,200 55.,0(25) 110.0(50) 165.0(74) 282.0(127) 395.0(180) 516.0(232, 516.0(232)2043.0
Clerical & Support @ 51,000 12.0(12) _24.0(24) 36.0(36) 43.0(43) 50,0(50) 57.0(57) 57.0(57) _279,0
Sub-Total 168.5 337.0 492,0 735.0 978.0 1221.0 1221.0 5152.5
C. Participant Tra]nlngkl
Long-turm 10.5 36.7 54,4 51.4 52.9 50.6 20,3 276.8
Snort-term - 8.4 8.4 8.4 8.4 8.4 8.4 50.4
Study toure - .8 .8 .8 .8 .8 - 4.0
In-country 95.4 127,2 159.0 127,2 127,2 111.3 95.4 842,7
Sub-Total 105.9 173.1 222,6 187.8 189.3 171.1 124.1 1173.9
D. Vehicles
Purchase Saloon $1,100 ea 2,2(2) 1.1(1) 3.3
Landrover $1,650 ea 16.5(10) 33.0(20) 49.5
Motorcycles $220 ea 11,0(50) 22,0(100) 33.0
OE Saloon @ $4,000 p,a. 4,0(6mo) 8.0 8.0 12,0 12.0 12,0 18.0 74.0
Lundrover @ $7,700 p.a, 38,5 " 77.0 77.0 231.0 231.0 231.0 330.0 1215.5
Motorcycle ©@$950 p.a, 23,8 47.5 47.5 142,5 142,5 142.5 202,5 748.8
Mobile Trng Vans 6 @ $8,000 24,0 48.0 48,0 48,0 48.0 48,0 68,6 332,6
Sub-Total 120.0 180,5 180.5 489,6 433.5 433.5 619.1 2456.7
Total 394.4 709.1 905.6 1420.3 1608,7 1833.5 1964,2 88135.8
Inflation (15% simple) 59.2 106.4 135.8 213,0 241,3 275.0 294,86 1325,3
Total Institutional 453.6 815.5 1041.4 1633.3 1850.0 2108.5 2258.8 10161.1
E. NAFCRE™ 7315,0 11090.0 14790.0 14830.0 17560.0 20390,0 85975,0
GRAND TUTAL 7768,6 11905.5 15831.4 16463.3 19410.0 22498.5 2258.8 96135,1
ROUNDED §$7,800.0 $11,900,0 $15,800.0 $16,500.0 $19,400.0 5$22,500.0 $2,200,0 $96,100,0

5’ All units in person years
b/ See Annex II-1 Expenditure Schedules for units



1. Technical Assistance
long-term
Short-tena
Other

Sub-total

11, Training
Long-term
Short-term
In-country Sewminars
Study Tours
Sub-total

. Commdities
Off-stiore
Local
Cuntractor
Sub-total

Total

Contingency
Inflation
Total Institutional

Total NAFCREP
GRAND TOTAL

2-yesr contracts

Rema{nder long-term TA

/ ¥Y 80,81 & one & 82 requirements
Rewainder FY 82 & 83 requirements
/ Rewainder short-term TA

TABLE 16:

PROPUSED AID OBLYCGATION SCHEDULE

(Us$ 000's)

FY 80 FY 81 FY 82 FY 83 FY 84 FY 85 FY 86 TOTAL
920,02/ 690.0a/ 390,08/ 2,000.0
370.0h/ 560.0d/ 770.0¢/ 1,700.0

10.0£/ 80.08/ 110.0b/ 200.0

1,300.0 1,330.0 1,270.0 3.900.0

310.0t/ 310.04/ 780.0% 1,400.0

- 120.0 230, 0m/ 350.0

165.00/ 305.02/ 330.0£/ 800.0

- 20.0a’/ 30.0% 50.0

475.0 755.0 1,370.0 v 2,600.0
R (A

380.08/ - 510.027 | 890.0

110.04/ 230.0Y/ 600. 0¥ A A 940.0

610.0% 50. 0% 310,02 Dt 9700

1,100.0 280.0 1,420.0 Rt 2,800,0

A(

2,875.0 2,365.0 4,060.0 i 9,300.0

125.0 35.0 340.0 L 500,0

- - 4,400,0 4,400.0

3,000.0 2.400.0 8,800,0 14,200.0

- 3,000.0 3,600.0 3,400.0 6,800.0 6,600.0 6,600,0 30,000.0

$3,000.0 $3,000.0 $6,000.0 $12,200.0 $6,800.0 $6,600.0 $6,600.0 $44,200,0

FY 80-82 k/ FY 82 & 83 short-term s/ Off-shore for FY 80-81

1 yr.of training for all FY 80 & 81 starts
Life of training for FY 82 starts

m/ Remainder short-term Lraining
n/ FY 81 in-country seminars
In-country FY 82-83

Remai{nder in-country training
Study tours FY 82-83

r/ Kemainder study Lours

Remainder off-ahore

Local procurement FY 80-81

Local procurement FY 80 & 81
Remainder local procurement
Conlractur procurement Fy 80 & 81
Contractor procurement FY 82
Remainder contractor procurement

o
(=]
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3. obligation Schedule

The AID obligation schedule in Table 16 provides the total funds
required for commodity procurement and institutional supports. These
amounts are summarized beclow:

FY Obligations ($000,000's)

80 81 82 83 ¢ BA4 85 86 Total

Insticutional 3.0 -- 2.4 ﬁq? -- -- -- 14.2
NAFCREP Com- Wi

modities -- 3.0 _3.6 _3.4 6.8 _6.6 _6.6 30.0

TOTAL 3.0 3.0 6.0 lg;? 6.8 6.6 6.6 44.2

8 ~

With respect to the institutional support obligations are projected on
the following assumptions:

- Technical assistance for two years of requirements
for long-term TA and short-term TA in FY 1980 and
1982. The remainder i1s obligated in FY 83;

- Long-term training funds are obligated for FY 80 for
Life of Project training costs for participant scheduled
to start training in FY 80 and 81; in FY 82 for starts
in FY 82; and the remainder in F. 83;

- Short-term and in-country training obligated for two
years in FY 80 for one year in FY 82; and the remainder
is obligated in FY 83;

- Commodity funds (other than for lending activities)
for Y 80 and 8l are obligated in FY 80; for FY 82 in
FY 82; and the remainder in FY 83.

Two points should be noted when scheduling AID/W allotments.

(1) FY 80, 81, and 82 projected obligations are required in
the amounts shown (i.e., $3.0 and $6.0 respectively). More funds
could be absorbed; however, a reduction in these amounts will
adversely affect the implementation schedule.

(2) The FY 83 obligation is in excess of the amounts required
for the institutional activities. The $8.8 million required for
ingtitutional support could be spread out over FY 83, 84 and 85 1if
OYB adjustments are needed in Fy 83 and thereafter. The remainder,
$3.4 million, is required in FY 83 for the lending program.
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IV. Prolect Implementation

A. Tanzania Government AJdministrative and Implementation Arrangements

1. Financial Infrastructure for Lural Development

While the Project will be administered directly by the Tanzania
Rural Development Bank, I: 1s lmportant to understand the greater
government Iramework in which it operates. In the case of the
TRDB and othe:. Tanzanian Banks, the

principal source of TanGov resources is the Bank of Tanzania (BOT)
which actes as a traditional central bank to the Republic. The

BOT considers itself ultimately responsible for the performance of
the entire banking system 1including the National Bank of Commerce
(NBC), the Tanzania Housing Bank (THB) and the Tanzania Investment
Bank (TIB). The BOT and TRDB respond to the higher level authority
of the Minister of Finance.

Outside of the TRDB, the only other bank of real concern to the
Project is the NBC which provides traditional banking services
throughout an extensive nation-wide system (93 branches and 317
agencies as of June 1977). The NBC 1is also banker to the crop
authorities and other state agencies, and 95% of its loans are to
the public sector. In its role as bank of deposit for villages,
collaboration has been recommended with the TRDB relative to the
need of the latter to tap locally generated capital in order to main-
tain growth and provide mutually reinforcing services to borrowing
villages. (Options for NEC-TRDB collaboration are discussed in the
Institutional Analysis, Annex II-F,)

2. Policy Direction, Oversight and Supervision

The Minister of Finance is now taking an active role in collaboration
in the rural financial sector (basically the BOT, TRDB and NBC) in
order to reduce duplication of functions and promote sharing of
resources and facilities., A series of high level meetings are now
being held, In addition, financial programs and infrastructure

are of such critical importance to overall rural and village develop-
ment policy objectives of the Government, that the USAID is con-
vinced that every effort will be made to maximize efficiency within
the sector -- especially in the arca of production-related services.
This need is reinforced by the current financial crices faced by

the Government.

The Rural Finance Department is to act as the principal coordinator
in a tripartite arrangement between the BOT, the TRDB and NBC for
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the further integracion and growth of financial services to villages.i/

Policy direction and supervision will also be facilitated by the
output from the research and development component of the Project.
The data, studies and plans to be forthcoming from the very sub-
stantial effort contemplated, will allow and promote sound decision
making at the highest level as well as within the TRDB itself.

The following diagram 1llustrates the overall organizational scheme
in which the Project will operate.

Figure 3: TANZANIA BANKING STRUCTURE

TanGov

Ministry of Finance
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1/ In accordance with recent changes to the Bank of Tanzania Act,
a new policy mandate was established for the BOT to become
actively involved in agricultural and rural development. 1In
addition, the Rural Finance Department was established and a
special fund created for medium- and long-term agricultural
financing through NBC and the TRDB (approximately TSh 35 million
per year). A refinancing facility for short-term agricultural
credit was also intituted, terms and conditions of which (primary
interest rates) are still being negotiated.



3. Project Implemantation

The Chairman and General Manager for the TRDB will have overall
implementation responsibility for the Project. Day-to-day Project
management will be handled by the head of the recently created
Directorate of Regional Supervision and Coordination which 1is
responsible for all field operations. The senior AID-financed
advisor for decentralization and training will work in this Direc-
torate. The two remaining program advisors will be located in the
lPevelopment Directorate (advisor for rural planning) and the Finance
Directorate (financial management advisor). The fourth advisor for
procurement will be located in the Operations Division and also
report to the Chairman on any audit or control questions. (See
description of this adviscr's functions below.) (Job descriptions
for the advisors are contained in Annex II-F.)

With respect to coordination ard supervision of the work of the
multitude of advisors and consultaats represented by the AILD Project
together with those proposed by IDA and FAO, it is hoped that it
will be possible to work out a unified management arrangement to
assure congsistent and mutually reinforcing output and cohesion within
the advisor corps in general. The responsibility for this must bhe
shouldered by the Bark itself, although AID will attempt to facili-
tate the process through informal negotiations with the IDA and FAO,
In addition, the process can be made easier by careful draftiug of
the Requests for Proposals, by facing the issue candidly in contract
negotiations and by clearly establishing the role of TRDB (rather
than AID) as Project managers.

Given the complexity of the Project as a whole and che magnitude

of contracting procurement, administrative and financial arrangements
which will need to be carried out and monitored; AID proposes to
provide a fourth ‘'mon program'" advisor, specifically for the purpose
of assisting tho Bank with the demanding administrative mechanical
and logistic tasks associated with an integrated, multi-faceted
Project of this nature. The advisor would not be included in the
institutional program oriented, contract proposed by AID as he/she
should be independently responsible to Bank management and is needed
prior to contract and negctiation exercises. The advisor should be
brought on board in the early moatha of tha Projcct to assist the
Bank in the complex job of meeting AID requirements relative to the
process of selecting, negotiating and contracting for technical
agssistance as well as a host of other tasks related to international
commodity procurement, complying with conditions precedent, covenants
and other provisions of both the AID and IDA assistance packages.

4, TRDB Responsibilities

The Bank will procure the technical services, including prepara-
tion and reproduction of the Request for Proposals (RFP), distribution
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and mafling of the RFP, review of the proposals; selection and
negotiation with the selected contractor; and preparation and
execution of the contract.

With USAID assistance in identification of a procurement advisor,

the Bank will negotlate and execute an individual contract with

this advisor. This person should be recruited soon after Project
authorizatvion. It will be the responsibility of this adivor to
assist the Bank in commodity procurement activities. This individual
will alsc assist it assuring timely obligation and transfer of funds
to the ceatracior. 7To assist this techniclan, one local hire
administrative assistait will be funded by AID. This individual

will keep pruject records, provide other services and in time

assume as many of the cesponsibilities of the advisor as possible.

TRDB will arranvz ior the preparation of final A& plans; contracting
with a local building company for construction activities for the
three starf houses and guest house; and contracting with an A& fimm
to monitor constructisan. KEDSO engineering staff will provide site
inspection and final approval of the howing plans and specifications.
The Bank and TRDB have agreed to the Fixed Amount Reimbursement
Method (A dratft TFAR agreement and engineering plans are contained

in Annex II-H). A 407 advance of the total construction costs will
be made in ¥Y 80, '

TRDB, with assistance from the procurement advisor, will have
respo~;ibility for commodity procurement. This will include making
the .iecessary arrangements Zor obtaining bids and review of them,
oruering establishing letters of credit through AID, receiving and
clearing from port, storage and distribution. The procurement
activities are described in Annex I-G.

The Bank will procure the vehicles and motorcycles. Maintenance of
motorcycles and Landrovers to be purchased by the Project should not
be a problem because of the number of well qualified service facili-
ties in the countryside. Spare parts will be ordered with the
vehicles and motorcycles. The TRDB will provide storage and record
keeping for spare parts shipments related to both vehicles and

other commodities to be imported by the Project. The procurement
advigsor will assist in preparation of an inventory plan for the
vehicles, TRDBb will arrange with Cooper Motors, the local distribu-
tor, for training in operation and maintenence of the vehicles or
use short-term consultancy funds to provide in-depth mechanical
training for selected employees.

With respect to other agency support, as explained in the Project
description, rcollatorative arrangements with the NBC, various
parastatals, the Prime Minister's Office and the Ministry of Agri-
culture will be sought through %i: mechanism of the joint planning
exercises to be carried out by the Project. The executive manage-
ment seminar recently held in Arusha under the present project, laid
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the groundwork for this. (See explanation In Management Training
and Inter-Institutional Coordination components of Project Descrip-
tion and Institutional Anaiysis, Annex II-F,)

B. The USAID Mission Administrative and Implementation Arrangements

1. Staff Implications of Project

Ag can be readily appreciacted from the foregoing material, implemen-
tation will ke a complex, demanding and time consuming job. Especially
during the first three years the Project will merit the full time
efforts of an experienced AID Project officer, especiallya person
involved in design, Notwithstanding current staff limitation, a full
time officer will be necessary from June 30

onward, The work load will be especially intense for the
first six to ten months of implementation during which time the
Project will be operating without the general contractor and all
arrangements will have to be undertaken and supervised by the USAID
directly.

2. Monitoring

Project monitoring will be accomplished through a variety of chan-
nels, including direct observation and involvement by the Project
officer, contractor's annual work plan and financial reports, periodic
reporting from both the TRDB and the contractor, and a ateady stream
of data, analyses, studies and planning documents as an output from
the Research and Development component.

To the extent possible and appropriate, the USAID intends to take
advantage of some of the higher level seminar and planning activity
contemplated in order to facilitate coordinmation and profitable
linkages with other AID-financed projects such as Arusha Planning
and Village Development and the proposed Farming Systems Research
projects.

3. Evaluation
(See Evaluation Plan, Part V.)

4, Direct AID Activities

In general, USAID Mission policy is to encourage the Tanzanian
‘institution to manage, implement and monitor project activities.
Because of timing constraints and the Mission's relative advantage
in some implementation actions, the following Project implementa-
tion activities will be done by USAID.

The Mission and its Project officer will arrange for placement and
direct payment of the first two long-term participants in accounting
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and computer science; procurement, maintcnance and storage of
household appliances to bc provided for the advisors; provide assis-
tance in identification oif the procurement advisor; act as direct
disbursing agent for the technical assistance contract and the
salary for the procurement advisor; arrange for the evaluation
teams, including direct Zunding; and procurement of the team to do
the markecriny study plenned for the third year and che short-term
cov ;ultancies in the firsc fiscal year, including that required

for the .andagemenc and institutional coordination seminars in cY 81.

C. Contractor's iiesponsibilities and Arrangements

Payments to the contractor and sub-contractors will be processed
in the field on a direct reimbursement basis by the USAID. Contrac-
tors will alsc be provided with advances of funds.,

Beyond contractor payments, the only direct payments to the TRDB
will be for relatively minor local currency costs associated with
training and seminar activity. For this, the contractor will open
an external account with the NBC to provide a source of local cur-
rency for in-country expenses.

With respect to the capital grant, which in its entirety consists
of commoditv procurement, the mechanism as described in Annex I-G,

is throuvgh the letter of commitment mechanism.

1. The Host Country Mechanism

On reviewing TRDB contracting procedures, it was found that the Bank
did not have prior experience with the type of comprehensive insti-
tutional contruct which the Project calls for. It was tempting,
therefore, to have AID handle contracting directly. It was decided
not to de this, however, because of the critical importance of
unified management of IDA and AID-financed long- and short-term
advisors. Most ideal would be one contract for the AID and IDA
packages combined. This is not possible, however, due to AID's

U.3. source and origin restrictions and IBRD's requirements for
international advertising.

Because TRDB does have experience from the contracting of earlier
IDA-financed advisors on an individral basis and is familiar with
international competitive bidding requirements associated with
commodity procurement, it was decided to implement this Project
through 1 host country contract (HCC). The Mission and REDSO contract
and lrgal staff have reviewed TRDB's past procurement activities,
including invitations for bids, selection procedures and contract
documents. The recommendations for HCC is supported by REDSOQ, and
TRDB has expressed preference for this contracting mode.
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2. Primacv Contracter Selection

The primary contracter wil. be selected on the basis of competitive
proposal evaluation in accerdance with standard AID procedures for

host cou. "r - .ntracting contained in Handbook 11. TRDB has
received a copy, and ceontricting procedures were reviewed by the
REDSC coitsinie ofifiicer wizhn TRDE. A comprehensive request for

proposals (+.1) will be 1s ued as soon after Project authorization

as possible, KEDSO nas oflerved assistance in drafting of the RFP,

Selectict. wi.l have to be done with great care and through the

application of rijorous criteria. This will not be an easy project

to implément.  The skills, guzlity and other varied taleats required
of the contracrtor will be demandini., Potential contrictors should
be aware . { perariug constraints existing in the country which face
all entities srtempting te carry out long-term activities in rural
areas and tuns will be weicome to visit Tanzania. Arrangements to

visit will be made directly thrcugh TRDB, Advisors must be uniquely
equipped to worl in the multi-faceted environment called for by the
Project 1N\ and FAO activities as well as the complex inter-
institutional sotting) and incorporate a special blend of skills,
experience and dedication. Institutions eligible for the contract
will inclade universities and profit and non-profit organizations.
Such irstitutions should have experience in cooperative organiza-
tions. rutn’ banking and Iinance and East Africa. Tanzanian experi-

ence will he particularly important.

REDSO hav agreed to assisc in preparation of the Commerce Business
Daily (CBD) aocrice and the request for proposals. TRDB has agreed
L2154 !

to provide the draft contruct for REDSO and Mission review.

3. Contractor Sarvices and Responusibilities

The contractor will provide prccurement services for technical
assistance and selccred commodities, including the office equipment,
supplies and trainirg¢ materials; placement and backstopping of
participants; and inventorv and record control for all commodities
procured under the contrac:t. The contractor will provide all
technical assistance services (with the exception of the procure-
ment advisor and the first four months of services for the financial
advisor, the short-term coasultancies for seminars and planning

in the first fiscal year, ana tue nine-month consultancy in mar-
keting); and all U.S. and third country and in-country training
(except for the first two participants in accounting and computer
science).

4. Sub-Contracts and Joinz Ventures

Glven the complexity and variety of tasks and scopes called for by
the Project description, it may well be necessary to draw on the
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talents or rore than one organi:zation to accomplish them, This
will especially be the case in tne area of management training
and plannin,. The methodology and technology sought for these

and other elements will reguire 2 high order of specialization and
experience. It {5 recommended, thurefore, that TRDB consider
calling for joint venture proposals wnich would cover the mix of
necessary :ville with an siequate degree of professionalism., A
sub-contracs wechanism could also be employed for this,

5. Inii-J.21 Contract with TRDB

As explioined in the Project description, given the complexity of
‘the Projocy 1s a whole and the magnitude of contracting, procurement,

administracive ind financial arrangements which will need to be
carried uvui, a fourth advisor is planned. Because of the more
operationai vols and the need to be independently responsible to

Bank Mana.ctoat,-this advisor will be outside of the program-oriented
contract preoyosed for the bulk of the institution building activity
under the Project. In addition, it is intendesd that this advisor

be brought on board in the early months following the Project agree-
ment so that he nav nrovide needed "start up' assistance to the Bank
in the meeting of AID and IDA conditions and covenants, the institu-
tional contracting process, commodity procurement and a host of
administrative derails.

The contract for this advisor will also be host country in nature,
The Bank will solicic individual proposals in Tanzania and the U,S.
for the posicion immediately after signing the grant agreement and
hopefully sclect the winniag individual within ninety days. One of
the stipulations in the modified RFP for this position would be that
the individu.’ would be preparsd to move immediately to Dar es Salaam
(1f not already there) upon being awerded the contract.

D. Issues Related to Implomentation Arrangements

1. The Tebruary 2, 1980, audit report entitled, ''Review of the
AID Program in Tanzania," 1/ Recommendation No. 13, recommends,
"USAID/Tanzania, prior to signing the Project Agreement of Phase II,g/
negotiate that a separate account be established within TRDB for new
project funds.' This recommendation was based on the finding that
TRDB and NAFCREP funds were not separately accounted, and that there
was considerable float time between Treasury disbursements and actual
use of the funds by TRDB, which could lead to the disbursement of
funds for non-NAFCREP activities during any liquidity crunches.

Rather than negotiate a separate account as recommended by the audit

1/ Audit Report No. 3-621-80-07.

2/ The follow-on project to "Agriculture Credit," (621-0117).
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team, almost ail AID funds will be for cirect procurement of services
and commodities. The grant component w:iil be in the form of raw
materials (e.g., steel), equipment (engines), and hardware (nails,
wire, etc.). Thus co-mingling of funds will not be possible under
such implementation arrangements.

The use of AID-financed comoditivcs for lending other than NAFCREP

lendirg ~r fool crop relaczed gectivities is not a real issue.
Commoditie: will be accounted for; delivery and end use in villages
monitorue i, s a practicel matter, some of the commodities by their
nature can oo used only for food items (e.g., the mills). For other
items, .uch aw. .ools, it is neither reaconable or desirable to

limit their use for food crop production only.

2. Slow di:bursements from Treasury to TRDB have been a problem
in the curreat project., In the same audit report, recommendation 12
suggested the following be included in the Project Agreement:

"(1) all U3AID disbursement be passed from Treasury to TRDB within
30 days; and (2) the currency exchange rate at which funds are
passed to TRDR be that rate of exchange cxisting when the funds are
received bv Treasurv.' These two prohlems will not be of the same
magnitude in the new Project since most funds are not t5 be chan-
neled throush Treasury. Those that are, will be mostly for local
currency expenses. Nonetheless, the recommendations are appropri-

ate and will be negotiated in the Project agreement,

3. The 1980 Prograw Audit repcrt, recommendation 15, suggested
USAID ohtain agreement o the minimum level of mid-level and pro-
fessional persons which the Bank will provide in the new Project,
Annex II-F contains TRDB staff expansion plans. This plan will

be included in the Amplified Project Description of the Project
Agreement. TJhe following covenant will be included in the Project
Agrecment: "The TRDB covenants to undertake staff expansion as
described in the Amplified Project Description and to provide all
personnel needed for implementation of the NAFCREP lending activi-
ties in a timelvy mauner."

4. A 407 advance to TRDB for the FAR agreement for housing construc-
tion has been recommended. (See Annex II-H.) This amount is neces-
sary to allow procurement of foreign exchange items. Given the
current foreign exchange shortage and the need to initiate housing
construction as early as possible, such an advance is appropriate.

5. Identification of a procurement specialist with the necessary
qualifications and as soon as possible after Project authorization

is important. However, identificatirz of a person with the necessary
skills may not be easy. The Mission and TRDB welcome any interested
parties to contact them direct:ly., Suggestions for procurement sources
are also requested. The Mission has discussed this with AFR/DR,
SER/COM/ALI and REDSO. All have offered assistance.
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E. Implementation Plan

1. Implementation Period

According vc Handbook 3, Appendix 3C, the length of the Project
from signirc o tho Irojez: Agreement through the PACD should
normally nct uxceed six (6) years. The implementation period of
this Proisct is longer; it is estimated tn extend from August of
1980 to July 30, 1987.1/ ‘There are several reasons why the
implemeatatrion period of this Project 1s justified for this length
of time., They include:

(a) A pre-implementacion peviod of approximately five to six
months is neoeded. During thils period and A& plan will be financed
with Project tunds to prepare a protype design and specifications
for the “illage Service Centers and detailed plans and specifi-
cations for che houses, REDSO engineers will review the plans
for VsC's, make site inspections, and the FAR agreement will be
signed. It is necessary to begin construction of the hnuses as
soon as possible,

(b) A two-stage implementation period 1s recommended for
lending activities., While the financial analysis has justified
a 830 million grant is necessary, it 1s not reasonable to expect
the Baunk's lending program to expand at a rate which would allcw
expenditure of the funds in less than six years. The Mission
considered the option of a three-year project with a $10 million
grant (the amount to be disbursed in the first three lending years);
however, USAID believes it appropriate to make the long-term com-
mitment for «upport of TRD3 so that their current expansion plans
and activitics have assurances of being continued.

(c* While the economic and technical analyses demonstrate the
total $30.0 million could be expended for currently identified
lending activities, a diversified portfolio would strengthen the
viability of the MNAFCREP program, Therefore, a longer implemen-
tation perica is needed for experimental activities and subsequent
replanning for diversification of the portfolio.

(d) The Project will provide training to expand the staff
capability as TRDB increases the numbers of employees. Given TRDB's
ability to release 10 - 12 individuals a year from work assignment,
training must be staggered over a seven-year period, thus
increasing the implementation period.

1/ The Project Agreement can be signed for only a five-year period.

T REDSO/RIA advises the agreement should discuss the longer
lmplementation period, negotiate for four to five years of
activities, and then be amended at the end of Phase I.
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2, Implementation Schedule

During preparation of the PP, a CPI type netw~rk was developed for
the Project, It is not included here, Lowever, because of its
complexity and size., It also migi.c give the impression of more
precision in the planning process than was actually the case,
Instead, for ease cf presentation, a narrative implementation plan
is presented in Annex II-J. Phase I of the Project begins in

CY 1981 and continues through 1983, The remainder of Stage I
(1982-1983) 1is discussed in one-year segments and Phase II is
treated as a single unit, All programming at this point is tenta-
tive in any case and subject to revision based on more detailed
planning both before and after authorization.

As noted in the Project description, detailed plans are required
for training and che vesearch activities prior to initial dis-
bursements and thereafter on a periodic basis. (Also see Condi-
tions and Covenant;,) What is done in the implementation plan
is to designate ciitical planning events which must occur prior
to obligation and expenditure of funds.
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V., PEvaluation and Mon!toring

A. Evaluation Arrangements and Plan

Bvaluation end monitoring arrangements of impact are discussed
throughout this naper. The entire Project is oriented toward
evaluation. Comparative data collection and analysis for determina-
tion of impact and the variety of special studies and planning
exercises that will be carried out are central and critical sub-
components c¢f the Project and will have a corresponding priority

on the rart of the TRDB Project management, the contractor and
USAID. The evaluation schedule, tailored to draw from these
activities Iollows:

1. Schedulc

(a) December of 1982 - This will be an independent contract
evaluation which will focus on comparative village and farm level
data and studies as described for Phase I, The idea will be to
feed an outside apprailsal into the planning process for Phase Il
as well as provide the USAID with additional views and recom-
mendations relative to the efficacy of moving forward with new
obligations of the nature and magnitude contemplated.

(b) Spring of 1986 - This will be an extremely significant
evaluation and should be planned and starfed accordingly., Hope-
fully, it will be carried out jointly with other interested donors
such as IDA and FAO in addition to the TRDB itself. The objective
will be to provide a solid externmal contribution for future plan-
ning which will involve far reaching decisions relative to the
widespiread application and replication of models and lessons
learned over the full Project period.

(¢) Team Composition - Both of the evaluations will be per-
formed by independent contractors with TRDB and other TanGov
participation. They are funded by the Project at $75,000 for the
first and $100,000 for the second and will include multi-disciplinary
teams for periods of six weeks and two months, respectively. Team
composition in each case is 'xpected to include the following skills:
evaluation/management, rural credi: administ:ation, economic anthro-
pology, agricultural econcmics, and commodity systems, including
marketing and distribution.

B. AID Project Monitoring

The primary responsibility of the AID project officer will be the
monitoring of Project activities and impact., Most Project imple-
mentation activities, after the one-year pre-implementation period,
will be done by either TRDB or the contractor. The Project officer's
implementation responsibilities will be primarily to provide support
and guidance. Monitoring will require frequent field visits to
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regional and district offices and borrowing villages. The Project
officer is also to provide liaison with other AID-funded projects
and assure there 15 adequate communication and sharing of infor-
mation of the results of related activities,

C. TRDB Project Monitoring

The Development Directorate of TRDB, which includes both the
Research ancd Planning Divisions, will be primarily responsible for
evaluation and monitoring of the Project for TRDB. The AID-funded
advisor will provide assistauce, and short-term consultants will
provide additional resources, The studies and research activities
to be undertaken are outlined in Annex II-A. These should provide
continual information for evaluation and planning.
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VI. Negotlating Status

A. Background

TRDB has been an active participant in all phases of Project design.
Project design methodology, funding of AID and other donor activi-
ties and ‘mplementation arrangements have been thoroughly discussed,
Most ccaditions and covenants relate to Project phasing and additional
planniny sequirements; however, a few relate to Ministry of Finance
arrangenents. Ilicse may be more difficult to negotiate; however,

TRDB is expected to take a leading role in these negotiatioms.

B. Conditions Precedent to Disbursement

The Project Agreement will contain the following:

(1) "trior to the first disbursement under the Project, or the
issuance by AID of documentation pursuant to which disbursement will
be made, the Grantee will, except as otherwise agreed in writing,
furnish to AID in form and substance satisfactory to AID, a statc-~
ment of the names of the persons holding or acting in the office
of the Grantee, together with a specimen signature of each person
specified in such statement.'

(2) "Prior to the first disbursement for commodities to be
purchased from the capital jrant for lending purposes the Grantee
will provide in form and substance satisfactory to AID statements:

(a) euthorizing TRDB, or its appointed agents, to directly
import commodities required for the iending program;
and

(b) exempting such commodities from any import duties and
inspection fees,'

(3) '"Prior to any disbursement for commodities to be purchased
from the capital grant for lending purposes, the TRDB will provide
in form and substance satisfactory to AID:

(@) the complete credit policies and regulations governing
lending by the Bank to villages or village members as applicable
to any of the items to be financed by the Project. At that time the
USAID may wish to stipulate the application, addition or modification
of certain features in order to assure compliance with AID policy,
program or Project criteria.

(b) agreements with all importers who will be receiving and
distributing commodities under the Project stipulating exactly how
local funds will flow and how the TRDB will be repaid in those cases
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where the distributor receives payment directly or indirectly from
the village or when a manufacturer is to pay TRDB directly for raw
materials.

(c) a plan for achileving and monitoring a two percent
annual improvement in loan repayments,

(4) "Prior to disbursement of funds to the contractor for
participant training activities, TRDB will prepare a detailed plan
for yearly training activities satisfactory in form and substance
to AID." %

This plan will include the names and positions of students to be
financed, universities and organizations to accomplish the training,
courses of study, and an explamtion and justification relating to
the job the ctraince will occupy when he or she returns to the TRDB
upon completion of studies., Thereafter, annual plans will be sub-
mitted no later than December 31 of each calendar year.

(5) "Prior to disbursement of funds for operating costs of the
Research and Developmeat sub-component (vehicles may be ordered and
technical assistance provided) research and study plans for the
coming 12 te 18-month pariod will be submitted for approval by AID."

(6) "Prior to obligation of the Capital Grant for Phase II
financing, a three-year plan will be submitcred to USAID for review
and consideration to the jission Director. It will include detailed
analytical justifications (including firm cost estimates, adequate
plans, and social, envircnmental, technical, engineering and other
analyses as may be required to satisfy AID policy and program and
planning criteria."

C. Covenants

The following covenants will be included in the Project Agreement:

(1) '"The Government of Tanzania covenants to pass all AID
disbursements from the Treasury to TRDB within thirty days and at
the currency exchange rate existing when funds are received by
Treasury,"

(2) '"The Govermment of Tanzania covenants that all AID-financed
loan commodities will be provided to villages, village level organi-
zations, farmers with holdings of ten hectares or less or groups
of such farmers, and further covenants that all loan approvals will
only be made for those applicants having village council or assembly
approval."

(3) '"The Government of Tanzania covenants that all USAID-
financed commodities imported through AID financing will be used

1/ Required except for the first two long-term participants.
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solely for the TRDE National Food Credit Program,"

(4) '"The Government of Tanzania covenants that all loans for
fixed assets will be for the unrestricted use of the village members
although the asset may be owned by an individual or family,"

(5) "The Govermment of Tanzania coverants to provide all
required participant trainees and will assure that such trainees,
upon completion of their studies, will be assigned to positions
within the¢ Project commensurate with the nature and level of train-
ing received as may be acceptable to USAID."

(6) ''The Govermment of Tanzania covenants that it will expedite,
to the maximum extent possible, clearance through port and customs
of Project-financed or related commodities and materials.,"

(7) '"The TRDB covenants to provide on a timely bacsis all
required counterpart personnel not financed by the USAID, including
a Project manager. Such personnel will include additions to the
staff of the Planning Division of the Development Directorate, the
Directorate for Regional Scuoervision and Coordination and such
other Directorates as may be considered essential for purposes of
efficient Project administration in accordance with the terms of
this grant agreement and the Aamplified Project. Description appended
hereto."

(8) '"The TRDB covenants to provide adequate temporary housing
for USAID-financed technical assistance personnel in Dar es Salaam
until such time as perminent housing has been constructed."

(9) ""The TRDB covenants to make all necessary budgetary allocations
on a timely basis for support of activities described in the Ampli-
fied Project Description appended hereto."

(10) "The TRDB covenants to undertake staff expansion as described
on the Amplified Project Agreement to provide all personnel needed
for implementation of NAFCREP lending activities in a timely manner."

D. Standard Provisions

The standard provisions of the Tanzania Project Agreement will be
amended to include rhe fullowing:

(a) Household appliances, including freezers, stoves,
refrigerators, air conditions, beds and any remaining spare parts
will be assigned to other technical assistance contractors working
for the Tanzania Government after completion of the Project.
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(b) Four houses are to be built with Project funds,
At least one of these units will revert to AID after completion
of the Project for use by other advisors funded by AID. The
terms of the agreement and numbers of houses to revert to TRDB
and AID will be determined during Project agreement negotilations.

(¢) Subject to the approval of the U.S. Ambassador,
long-term advisors will have privileges to use the U.S. Commissary.
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FROJECT LESIGN SUMMARY

fhoject Title & Numler __Resources for Village Production and Income
) 1=C155)

IOGICAL FRAMPWORK

Life of Proje.t _$135,000,000

From FY to N

Total U.S, Funding 3%.T mtllion
oSk, IV

Date Prepared March, 1¥

—

KAT SUMMARY

QBJECTIVELY VERTFTABLE INDICATORS]

“MEANS OF VERIFICATICN

TMPURTANT ASSIMPTIONS.

Proaram Goal

Improved wall being and increased partici-
pation of the rural poor In a growing
economy.

Project Goal

Incraased productivity, production and
income generating activities and {.aproved
marketing of goods and servifes in
villages,

:ro]egt P.urpose

A strengthened and expanded commercial
support and delivery system for the pro-
visfon of production related goods and
gervices i(n villages,

Mcasures of Goal Achievement

Improved Standard of Living

Loan repayment rates improve,

increased demand for services.

End of Projact Status

1. Increased institutional caps
city of TRDB to serve villag
2, Increased village partici-

pation and absorptive
capacity.

g

Project evaluations and studies

Research department's impact
studies

1.1 Employee performance evalua-
8. tions,

1.2 Pruject evaluations

1.3 Financial reports.

Village records of lending
activities.

2.2. Numbers of loan request.

2.3 TRDB repayment records,

TanGov goals are implemrnted through sppropriate
polices and programs.

Increased prnductivity will result {n increased
econouic returns to the producers and their
families,

Increased availability and more affective pro-
vision of required goods and aervices will
lead to increased productivity and productioc.

Farmers want to produce more,

1.1

1.2

TanGove will provide the essential capital
and policy support to the TRDB dcepite the
current balence of payments and natfional
budget crises.

Inter-institutional roles snd responsibfli-
ties are defined.

Villages do have the potential in terms of
human, organ:zational, and physical re-
sources to meet the condition.

1 ofng .

1 Xannv



PROJECT EESIGN SUMMARY
LUGICAL FRAMEWOIK

ecject Title & Nunber _Resonrces foy Yillage Production and Income

(621-0155)

Life of frojeot $153,000,000
From FY 30w FY 86

Total U.S. Funding _$44.2 sillion _

[ate Pl"('}!ﬂtd hl‘Ch, 1980

HARKATIVE SUMMARY

OBYECTIVETY VERTFIABIE INDICATOR:

MEANS OF VERIFICATILN

 IMFURTANT ASSMPTIONS

End of Profect Status

3.

4,

5.

Increased production and
village incomes.

Improved marketing infrastruc
ture and services especially
In villages.

Improved national institu-
ticnal coordination for more
effeciive suprovt of villages

5.3

5.4

Studies and pilot activities
Rescarch Division evaluations
Project evalv :tions

TRDB and NMC records Project
evaluations.

Research Division Studies and
reports, including lnfomtloJ
on goods available in villageg

Activities rasulting from
inter-institutional seainars.

Delivery rccorda of TRDB,NBC
and other instituions.

Sewminar procedirgs.
TanGov policy statements.

Institutionzl operating
procedures.

3.

4.

5.

Significant expansion of village extarprise
outside the area of traditional sessonsal
food and export crop production are
possible,

TanGov will implement recomsendatioas
resulting from IDA study on more effective
input distribution.

Concerned entities intend and want to
coordinate; only the methodology and
wmechanisms are lacking.



YROJECT FESIGH SUMMARY

P jeet Title & Number Resources for Village Production and Income

(621-0155)

TOGICAL FHAMEWOKK

Life of Fro dct _’lss 000, 000 —
From FY __90_ [V 3 4 iS_
Total U5, Funding 47 mlilton

March, TV

tnte Fropaned

i

HARRATIVE SUMMARY.

OBJECTIVELY VERTFIABLE INDICATOR:

MEANG OF VERIFICATILH

Outputs
1. Increased institutional capability of
TRDB through:

1.a.TRDB staff capability at both head-
quarters and field levels will be
upgraded,

l.b.Improved management and operating
procedures within TRDB,

1.a.(1) Project Officers and
Credit supervisors will
improve quality of loan
appraisals lending pro-
cedures, collections,and
delinquency controls.

l.a (2) Regional Managers will

improve branch and port-

folio management.

{3) Zonal Managers will effed

tively supervise and

train field staff.

(4) Headquarters staff im-

prove management.

1.b (1) Information 1is available

in a timely manner,

1.b (2) Operacing guidelines and

procadures are prepared

and implemented.

1.b (3) Appropriate but simple td

use forms are prepared

and implemented areas of

Bank operations,

1.a (1) TRDB documents,

1.a (2) Regional Manager reports
and Zonal Managers' evalua
tions,

-1.a (3) Personnal evaluations,
training recommendations

1.a (4) TRDB policy directives,and

work assignments,

1. (1) Financial reports

1.b (2) TRDB manuals and training

materials.

1.b (3) TRDB forms and procedurcs.

INFULTANT 70 AMITION::

1.a (1) Adequate staff will be hired.

1.a (2)
approved.
1.a (3) Zonal Manager responsibilfities are

other personnel responn{bilitien.

l.a (&)

1.b

£ o9y

Adequate numbera of qualified Manggers
3 are {dentified after Zonal Mansgers are

adequately defined and will not duplicate
Training provided is appropriate and Rank
management initiates required changss.

IDA assistance in this area Is effective

IDA assistance in thie ares 1s elfective.



PROJECT bESIGN SUMMAKY
10GICAL FHAM-OKK

Resources for Village Production aund Iacome

Life (r Pgjunt _$133,000,000

From FY _80 ¢ R

and i ilon
Total U.S. Findipng $8-7 atl foa
Dote Prejparcd  MAFcR, T8O

I'yoject Fitle & Nunter
(621-0155) — = -
HARKATYVE SUMMARY OBJECTIVEIY VERIFTABLE INDICATORS S IF IMRORTANT ASSUMPTIONS
Ontpat
l.c. Laproved financial viability and l.c(1) Opening of rediscount l.c(1) Financial reports. ﬁ.c(l) BOT will wove ahead with rursl development
growth throughout the 1980°'s, window. funds plaas.

l.de Laproved planning and decision making
at all levels.

l.c(2) Collaborative arrangement |l.c(2)
with NBC for utilization
L and relending of deposits.
.c(3)

Borrower's are liable for [1.c(3)
Tepayment,

l,c(4) Collections improve 2% a 1.c(4)
year.

1l.c(5) Bank is liquid through 1.c(5)
1940.

1l.c(6) Bank is sclf-sustaining l.c(6)
for local currency required
ments.,

1.d(1) Systematic data collection [l.d(1)
and analysis of on-going
activicties.

1.d(2) New areas of lending and 1.d(2)
problems identified.

and Project managcment

system training iy achievef
through the projeet

1.d¥3) Appropriate management 1.d(3) Project documents

Observation and financial
reports.

Villages not repaying don't
recelve new loans. Reglonal
reports

Financial recports

Financial and audit reports.

No further request for
grant,

Research Divisfon studies,
reports and recommendatlions.

Studies and pilot lending
activities' reports and
evaluations.

1.c(2) Minister of Finance will continue support
for this policy.

.c(3) Tiere are not competing give-away progrems.

L .c(4) Drought or other unforescen disasters don't
significantly affect/loan repayments.

L .c(5) No new major policy changes are mide.

L.c{6) Treasury will have foreign exchange to
finance imports by 1990.

1.d(7) Research Division activities given greater
emphasis by TRDB,

) .d(2) Appropriate technologies exist but only
have not been tested or made avai{lable to
villages.

1,d(3) Incraased ability is deaired by steff.

'y ofing



PROJECT DESIGN SUMMARY
LOGICAL FRAMEWORK

BProfect Title & Numbur Resources for Village Production and Income

621=0155)

Life of Project 3
Prom FY §0 to FY 86

Total U.8. Punding $44.2 aillisn
Date Prepared Morch, 1980

NAKRATIVE SURMMARY

DBJECTIVELY VERIFIABLE INDICATURS

MEANS OF VERIFICATION

IMPORTANT ASSUMPTIONS

Output

l.e An effective decentralized structure

2.

of the Bank with'upgraded competence
and responsibllity at zone, vegional
and district levels.

Lwproved village capacity through Ciier
development ., 1

1,0¢4)

l.e(l)

1.e(2)

1.e(3)

l.e(®)

1 ae(s)

kl.e(6)

Evaluation lending to diversi-
fication and exjansion.

Increased responsibilities
delegated,

Increased loan approval
authority delegated to
regional managers,

Increased field staff ability
to service loans and repay=-
ment rates improve.

More TRDB facilities are
located throughéut the country

Expanded lending.

Increased accountability
for performance of delegated
responsibiliities.

Improved repayment rates,

L]
Adcquate records are kept by
villages,

1.4(3)

l.e(1)

1.e(2)

l.e(3)

1.e(4)

1.e(5)

1.e(6)

2.2

AID and TRDB evaluations,

New procedures.

TRDD directives

Performance evaluations,
Financial records.

Observation, evuluation and
TRDB reports.

Financial records.Regional
Manager reports.

Job performance evaluations,
audit reports, internal

audit reports.

Financial reports

Observation and evaluation
such as eredit {mpact studie

1,d(3)

l.e(1)

1.,e(2)

1.e(3)

1.e(4)

1.e(5)

1.e(6)

Demand exists for new enterprises.

TRDB intends to delegate respounsibility
and loan approval authority.

Zoral managers don't becoms a new layer
of reviewing officers for loan appli-
cations.

Additional fleld staff t1e hired and
transport is awvailable.

Improved access by villagers to TRDS
facilities will increase lending and
improve repayment rates.

Village demand existe and resources are
available.

Improved job performance desired by |
Bank staff.

TRDB recognizes need to increase
village sbsorptive capacity and devotes
resources,

Repayment rates reflect profitabilicy
and effectiveness.

Adequate training activities exiat or
are planned for an implemented



PROJECT DESIGN SURMARY
LOGICAL FRAMEWORK

Project Title & Number Resources for Village Production and Income

{621-0155)

Life of Project $155,000,000
From FY 80 to FY 86

Total U.S. Punding 2
Date Prepared March 1980

NAKRATIVE SUMMARY

OBJECTIVELY VERIFICABLE INDICATORS

MEANS OF VERIFICATION

IMPORTANT ASSUMPTIONS

3.

3.b

3ac

Increased investments, production and

conmercial activities in villages through:

Expanded lending In areas of known retugn3.a

(Phase I)

The establishment of the Analytical

foundation and a plan for considering af

ma jor rural secl:or resource program
great,(Pl'use I snd II)

‘Me replication of lending activities

Lested

ble: .
emphasis,

. expanded seasonal lending, and

. expansion of NAFCREP to #mclude

new portiolios,

and planned on Phase I for possid
expanded geographic couerage and

&.2 Effective supervision of
individual borrowers by village.

P.3 Sound work plans organized and
implemented.

b.4 Democratic sharing of commnal
goods, services and debt.

grain mill loans
village service centers loans|
~ Farm implement loans,

- Ox cart and plough loans,

~ Farm machinery and transport
loans,

3.b Experimantal loans, studies and

plans,

2.3 Observation and evaluatfion.

2.4 Credit supervisor's trip

reports, Observation,

2,5 Credit supervisor's trip

3.

reports, Observation.

TRDB records. Impact studies
Evaluations.

2.3

2.4

2.5

3.b

Village councilas willing to superviae
individual creditors.

Village training provides necessary skills.
Village leadership is eble to fmplement

policy and polfitical or social presures wil}
not conflict,

Assumptions in economic analysis are valid.

New technologiea can be adequately teated {e
Phase I.

TRDB staff will expand sufficfently to cuver
new areas,

CDSS geographic focus will be approved.

Farmlng systems project will produce ares
specific input package recommendations

o ofeg



PROJECT DESIGN SUMMARY
LOGICAL FRAMEWORK

Life of Project

From FY 80

Total U.S, Punding —
Date Prepared H.r‘a* i* i=__

to FY _86

Piruject Title & Number Resources for ¥illage Prodyction and Income (621-0155)
- - IAFRATIVE SUIG4ARY ‘OBJECTIVE'LY VERIFIABLE IMDICATORS HEANS OF VERIFICATION IM20RTAHT ASSUMGTIOHNS
Oigeal
4. Laproved maitctlog fufrastructure and ser#ices 4.1 Rationalization of present ineffi5S° 4.1 TanGov policy on distri-~ | 4.1 TanGov will ccntinue to recogalze

4~

o

eopeclally in villages.

Alternative system for management, and admini-
slration of ag input procurement and distri-
bution is designed.

Atcsted alternative system for input supply and
distribution

Impruved national institutional coordination fo
more effcctive support of villages.

Improved plunning for coordination and

delivery of services and goods.

A dewonstrated integrated scheme for delivery
of scrvices and goods.

luputls and Magnitude

Staff Training to Strengthen
Inatitution

TA: 3 py Cuief Training Officer
3 py Farm Management Specialist
3 py Ag Economist

Training Materials: $200,000,

AID
TA: 5 py Docentralization/Trainer Advisor.
6 pm consultuncies.
Trafunlng: 26 BA and MA degrees in
exteaslon, agronomy, ag

statlstics ang pPlanning

ag economics;
engineering,

ciencies in input distribution.

4.2 System desfgned which is economic,
effective and self-sustaining.

4.3 Improved system is made operational.

5,1 Communlcation and cooperation among
TRDB, PMO, KILIMO, marketing authori-
ties improved.

4.3

at Morogoro and U.S,

bution responsibilities

IDA and AID study recom-
mendations.

TanGov directives to
parastatals.

Observation

Hosat Country Contract
Evaluations

Pro ject Monitoring
Letters of Credit
Bilis of Lading
Annual Training Plan

problems in
priority to

these arvas and give
Tesolving thee.

Present system can be {mproved,

TanCov willing to reduce fneffictlen.
through a.y necessary policy
decfsions.

Intent for coordination exists onoly
mechanises and mcthodologies are
lacking.

TRDB has capability to monitor WCC.'

*f vy



Life of Project _3%155,0:0,90

From FY __ 39 to ry
FROJECT DESIGH SUMMARY Total U.S, Funding $40.0 afllten
LOGICAL FRAMEWORK Date Prepared _pgrch - 1980 '
Project Title & Number _Resource for Village Production and Incoame
(621-0155) . -
HARRATIVE SWU4GMARY ORJECTIVELY VERIFIABLE INDICATORS HEANS OF VERIFICATION IMPORTANT ASSUMETIONS

6 computer and CPA tralning
programs.

90 person months spacializad train<
ing in U.S.or third country

18 three wonths specialized train-
ing in third country.

10 one month study tours.

21 months of management training
and specific problem solving
seminary.

Commodities: Office and Training supplies.

33 vehicles and ~ 150 Motorcycles,

TaGoy:

Rental costs

Per Dicm for Scminar attendecs

Salary and allowances for participants.

1.b. Orsanization/Mcthods
AID Trafning
In~country Semilnars Mgt. Semlnars ;
Short courses in U.S. or 3rd Country ) Sea l.a} above
Short Tours. )

TanGoy

Rentals

Per Diem

Logistic Support

I

TA: 48 pm counsultants

Ciomuondities: Including computer and ) See 1.c| below
consulting )

‘g ofng




Projuct Title & Number

PROJECT DESIGH SUMHARY
LOGICAL FRAMEWORK

Resources for Village Production and Income

(6Z21-0155)

Life of Project $155 000, 000
From FY _§0 to Y 84

Total U.S, Funding $40.0 millign
Date Prepared —Mogeh, 1980

HAKRATIVE SUIGIARY

OBJECTIVELY VERIFTABLE INDICATORS

MEANS OF VERIFICATION

IMPCRTANT ASSUMPTIONS

Inputs

1.c.

1.4.

Cowunodities: Computer $700,000.

Financial Viabllfity
TDA

TA: 36 pm short-term

Equipment $400,000

>

1D

=
»

4

5.3 person years Financial Advisor
2.3 person years Producrement Advisor.

Training: 6 two year A.S. and computer
Science Courses.

Other Costs: Commodities for lending
$30.0 MMillion.

Planuing and Daciaion Making DANIDA
TA: 2 LT Economlats

TA: Farm Management Advisor.
Ag. Economist,

H 5 person years Planning Advisor

158 Em ghort~term consultants, US.-and
2 Evaluatfion teams

Research Enumerators
Trainfng: Seminars - p.m. of seminars
Study tours
Long term training

)See 1.a. above

)

Tanzanian

;See 1.a. above

It will be possible to recruit
financial advisor with same qualfifi-
cations ss current aivisor.

6 o8eg




PROJECT DESIGH SUMMARY
LOGICAL FRAMEWORK

Project Title & Number Resources for Village Production snd Income

BZ1=-UT55)

Life of Project $135, 000,000

From FY _ 80 to PY

Total U.S, Punding .0 millfon
Date Prepared

NAPRATIVE SUMGARY

bUECTIVELY VERIFIAELE II'DICATORS

HEAHS OF VERIFICATION

ITMPORTANT ASSUMPTIONS

l.e.

Conunndities: 2 Landrovers.

hand calculators.
TaoCov
Sulary of Participants and other allowances
Rental of site for seminars.
20,000 TShs per annum to Research Division.
1 additional staff person to Research
Diviision.

Duecentralization

iy

TA: Rural Credit Training Advisor
Comnodities: 6 mobile training vans and
702 of operating cnste.

AlID

TA: )

Training ) See l.a. gbove
Coumodities)

TanGov:

Additional Credit Supervisors and
Project Officers.
5 Zonal Managers.

Village capacity
ATD

TA : 48 pm consultants
Training: Study tours.
LT training,

Comuodities: Tralning materials, printing eﬂc.

Tant.ov:

Counodities: 0% of {ncal Costs for mublle
vans.

#

) See 1 a. above.

01 oy



PROJECT DESIGN SIRSMARY
LOGICAL FRAMEWORK

Project Title & Number Rusources for Village Production and Income

(621-0155)

Life of Project $153,000,000

Froa Fy 80 to ry 85

Total U.S. Pundiog A7
Date Prepared T

“"! teso

HAERATIVE SUILARY

'OBJECTIVBLY VERIFIABLE IMNDICATORS

MEANS OF VERIFICATION

IMPORTAHT ASSUMPTIONS

Vitlige Cupacity

20

TA: 2 Lf Advisors

I

TA: 2 LT Advisors (see 1l.,a, above)

Commodities: 6 moblile training vans and 70%
operating costs.

«panded Loendin
1

i~y
=

0 millton in 5 Reglons

D
$30.0 willion for foreign exchange componant
of commodities.

Sce Training and TA under other

conponents,.

IRDB Phase I: $26,000,C00 in local currency

> <
- N

Input Distribution
IDA Phase II:

TA: 7 p.m, consulting
AID
TA: 24 pm consultants

Training: Semlnars on institutional) g.e 1k, above

coordination and managem:nt plus
4 p.m. seminars on input distribution

TanGov

Site Rentals
Participants per diem
Loglsatics.

°*11 *¥%d



Projuct Title & Number

PROJECT DESIGN S\RSMARY
LOGICAL FRAHEWORK

Resource for Village Production and Income

(621-0155)

Life of Project $135, 000,000

From FY 80 to FY 86

Total U.S. Funding #4.T uillies

Date Prepared

HAPRATIVE SUILWARY

OBJECTIVELY VERIFIABLE IMDICATORS

MEANS OF VERIFICATION

IMOORTAITT ASSUMPTIONS

Inter-Institutional Coordination
AID

TA: 6 p.m, Consultants

Training: 4.p.m, of Seminxrs

Tantioy

Site Rentul
Purticipants per diem
L.gistics

Coamputer Scrvices,

See l.a, above

‘21 otwg



ANNEX I-B

LETTERS OF REQUEST

Exhibit 1: Ministry of Finance and Planning
Letter to USAID, October 1978

Exhibit 2: Tanzania Rural Development Bank
Letter to USAID, June 1980
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' THR UNITED REPUE'IC OF TANZANIA Paga 1 of 1

MINISTRY OF FINANCE AND PLANNING

Telegrama. “Trassuny”, Das #9 Sitiasd THE TREASURY,
Telephone: 21271 P.O. Box 9111,

(Al Othicial communications show.:/ DAR ES SALAAM,
be aldressed 10 the Pnnapal -

Socreiary 10 the Treansy and
NOT 10 individuals.)

In reply please .

vt o TG/ 2/530/7/11/82 13th Octover, 1978
The Director, ACZION COPY

Us S. Ao I, D., NO ACFIS>™ ABCmisARY

P, 0. Box 917 . REPLIND BY:

DAT TS DALAL .

Deeor Sir, 5 Initials

PROPOSTD. ASRICULTUTAL ‘CREDIT BY USATD TO T.R.D.B

ST|ACT] INF 1960 - 1985

M _

! The RBoard of Directors of T. R. D. B requested its
won) Manazement %o develop phase II of the Agricultural Credit
Mix r&’ircﬂ-}?roaect to be financed by U.S.A.I.D. We understand that
U this propeosal. has been discussed between the T.R.D,B.

3 ‘and U.S.A.I.D staff,

N

n Y- . :

T:')i 71642. Treasury conziders the proposal (NaFCreP) to be
hrt-4 importent and of great priority in meeting the needs of
0 the 4gricultural Ltector. e are writing to request A.I.D

———i. to continue working closely with the Bank on the details
which will lead to an eorly implementation of the Program,

) X We have enclosed the preliminzry vroposal for your
reference ard review,
e ———
Q'E.CEWED Yours faithfully,
c&R -
(0-26-18 "( *"'T:""'uua hob Q)-

for PRINCIFAL SECRETAY FINANCE
AND PLANNING

CeCoe The Cheirman and Menaging Director,
T, R. D.
P.' 0. e ‘
DAR =2 Cali..




Tanzanis Rural Benki ya Tanzania

Deveivnment Bank ya Maendeleo Vijijini
P. 0. Box 288 Phooe 26511 SLP 208 Simu 26811
Dar o1 Saicam Doz » Selsam
Cables : mtaji deta:20th June, 1980
Ry. No. 267/V0L.1V/365
Or. Howard L, Jteverson,
Director,
USAID,

P.0. Box 9130,
DAR ES SALAAM.

Dear Dr. Steverson,

RC vl 10N J T FROM

| am writing to reconfirm the Treasury’s request forwarded
in the letter reference No.TYC/E/550/7/11/82 dated |3th
October, 1978, for USAID assistance to the Tanzania Rural
Development Ba..k and to confirm the scope of the planned
project.

| have followed the activities of the AID/TRDB design team for
the Resources for Village Production and Income Project and
have reviewed the project paper, TRDB s mos4t desirous and
willing to undertake this expansion of the Natlonal Food
Credit Programme (NAFCREP)., AID’s propoeed contribution to
the Bank’s institutional development and the Import of raw
materiale should enable us to expand the programn.

throughout Tanzania and strengthen the Bank’s financial
viability, particularly during this time of accute foreign
axchange shortages.

The three programme advisors would provide in the areas of
financial management, planning, and most importantly, in the
area of staff supervision and training through the project.

A fourth advisor would help in the procurement of commoditles
and services, and eutablishing inventory maintenance and
control syatem. While needed for a shorter period of time,
this person will be particularly important in helping us
nego*iate the institutional contract for the technical
assistance advisors and other activities to be carried out

by a contractor., :

The training activities of the project wil| he particulariy
Important to strengthen and effactive decentralization of
the Bank’s operations. The two year training programmes
ehould strengthen the professicnal staff tocgnlco skills
In such areas as accounting, finance management, rural
planning and agriculture economics, The short term
programmes should provide more |mmediate reinforcemant to
spec|fic Idantified weaknesses In credit administratlon,

Il.ll/zll



staff and village training, and rural finance, while the
in=country sem’'nars and workshop should focus on management
training and problem solving, We particularly look forward
to sponsoring continuation of the management seminars such
as those recently held in Arusha and to logical follow=on
problem solving seminars involving both TRDB and other
institutions.

We have provided estimates of our staff expansion and the
complementary support requirements for vehicles and motor-
cycles. The landrover and motorcycles purchased under the
current project have already helped ease our transport
problems and as a result TRDB expects significant
improvement in loan repayments., The additional vehicles
requested should meet the requirements of the expanded
NAFCREP programme which which could not be met by TRDB’s own
resources.

During the past five years we consider that a very good mutusl
understanding and working relationship has evolved between
TROB and USAID.

This has contributed greatly to the success of the present
USAID sponsored project and to rural development in Tanzania.
We look forward to building on this good start together
during the next seven years.

Yours faithfully

ANZANIQ RURAL DEVELOPMENT BANK

P.A- MAGAN |
CHAIRMAN AND MANAGING O IRECTOR

Copy to: Principal Secretary,
Ministry of Finance & Planning,
P.0. Box 911},

QAR _ES SALAAM,
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ANNEX I-C
Page 1

PID APPROVAL CABLE, GUIDANCE AND RESPONSE
(REF STATE 171645, DATED July 2, 1979)

CABLE GUIDANCE

Relationship to Country
Strategy

The PP will need to reflect
this project's relationship
to other AID activities and
how it will help address
the constraints to Tanza-
nia's development.

PP _RESPONSE

Since the Guidance Cable a new CDSS has been
presented and reviewed in Washington emphasizing
a two-track assistance strategy focussed on the
Central Zone (worst poverty and neglected by
most other donors) and assistance to selected
national institutions which make up the produc-
tion-related delivery system, In the case of
the latter, the principal components are agri-
cultural research and extension and what 1is
referred to as the '"agri-business system," i.e.,
credit, supply and marketing. Upon analyzing
constraints to Tanzania's development and
strategy considerations discussed in the CDSS,
it became apparent that the relatively discrete
(one institution - ome activity) project originally
contemplated would simply not respond to the
complex reality of the situation. As a result
the Project was designed to adopt the more
encompassing and comprehensive approach discussed
in the project description. In summary, the
Project has evolved from a former emphasis on
credit and credit management to one dedicated to
the entire supply side of the "agri-business"
system. (See Part II of PP,)

With respect to other AID-financed activities
relative to constraints and this Project, the
most critical relationship will exist with the
proposed Farming Systems Project, the principal
purpose of which will be to establish and
strengthen essential linkages between research,
extension and training related to agricultural
production. The inter-institutional coordina-
tion component in this project wlll assure that
necessary coordination and joint planning activity
will be carried out, not only with the Farming
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CABLE GUIDANCE

Other Donors

Diaiogue with the World Bank
and AID/W and the field 1s
to continue,

Project Emphasis

The Project is to emphasize
the technical assistance
aspects proposed in the PID.
Training and organizational
infrastructure are to be
the focus of the Project.

ANNEX 1-C
Page 2

PP_RESPONSE

Systems Research Project but also with the Prime
Minister's office, the parastatals and other
concerned institutions. The Project will also
dvaw where possible from the experience of Arusha
rlanning and Village Development Project and
other regional development efforts. Finally, the
Project may emphasize a semi-arid lands thrust 1in
later years and will effectively complement AID's
proposed production-related efforts in the area,.

The Project design team discussed the Project
during design with both field and Washington
representatives of the IBRD, The design of the
Project is very carefully structured to comple-
ment the World Bank assistance. Detailed dis-
cussions on the IDA package were carried out with
the TRDB, The one issue which may be a problem
will be the roles of the two long-term resident
advisor teams. The TRUB has accepted the
responsibility of assuring unifed and consistent
management of these teams, The process will be
facilitated through careful drafting of RFP's

and candid negotiations with potential contrac-
tors, In no case will and AID and IDA advisor

be assigned to the same division except in the
case of Finance where IDA advisors are short term.

The IBRD representative in Tanzania has partici-
pated in an AID brilefing after the Mission project
committee approved the Project.

This 1s clearly still the emphasis of the Project.
The vast majority of technical assistance and
training resources will be dedicated to insti
tutional strengthening of the TRDB. (See Project
Description, Component 1,) The Project has been
broadened to include several additiomal comple-
mentary areas, but these are additional rather
than in place of emphasis on the Bank.
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CABLE GUIDANCE

If, as the Project is imple-
mented and evaluated, 1t
becomes necessary to provide
additional capital funds

to the TRDB, the Mission
should submit a second

phase project proposal for
AID/W approval,

The technical assistance
should focus on the financial
capabilities of the TRDB,
primarily in its capacity as
lender rather than as a
supplier of inputs and market
for outputs. Analyses of the
means of i:creasing the
productivity of the TRDB
through improved management of
assets, reduction of default
rates and profitability are
to be undertaken. The results
of these analyses should be
incorporated into project
design to ensure that the
technical assistance provided
addrecses tie management
problems of the TRDB which
decrease its effectiveness in
support of small farmers.

ANNEX I-C
Page 3

PP_RESPONSE

There are two compelling reasons for providing
additional lending capital in the form of foreigmn
exchange to the TRDB at this time which are
spelled out in the financial and economic analy-
ses. (1) Without a large inflow of new capital
beginning in the 1981-82 period, the Bank will
commence a period of escalating decline with
increasing deficits and low liquidity. Opera-
tions will have to be curtailed. (2) Demand
for investment capital at the village level is
several times that which the Bank can meet in
the foreseeable future. In order to come close
to reaching targets associated with the goal
structure of the Project (village production
and productivity) lending will have to increase
significantly over the period. (See Project
Description Component 3.) Finally all of the
capital of the Project for lending will be in
the form of foreign exchange, which is now in
critically short supply regardless of the
financial condition of the Bank. The Project
therefore allows the most immediate AYD programning
mechanism for balanc: of payments support.

Project-funded technical assistance does focus

on the financial capabilities of the TRDB as a
lender, (See Component 1 which is totally directed
to strengthening the institution as a bank.) The
sub-component for improving financial management
and systems is especilally focussed on this area.
The only activity focussed directly on input
distribution is in support of the initiative to
remove this activity from the Bank and establish
an alternative system which will be viable and
equitable, (See Improving Input Distribution.)
Findings from analyses relative to asset manage-
ment, default rates and profitability are discussed
in the sub-component for financial management.
Activities to improve collections and profitability
are incorporated throughout the Project descrip-
tion and in the Institutional Analysis, Annex II-F.
In terms of management, effectiveness, see sub-
component for Operations and Management and the
complementary IDA General Line of Credit Project.
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CABLE GUIDANCE

Additional Analysis

An examination of the cost
of providing credit and

the return achieved is
also necessary prior to
Project approval. The

true cost of credit to the
farmers (including interest
paid, administrative
procedures, inadequate or
late access to inputs,
etc,) in relation to return
is to be examined. Thix
should result in mora
accurate analysis of the
benefit the small farmer
actually receives from

the credit provided and
specific problems which
might be addressed in this
Project,

ANNEX I-C
Page 4

PP_RESPONSE

This 1issue was studied in depth during Project
design. It is complex and there 1s no simple
answer. In the first place, relative to interest
rates, the Iinterest rates of parastatal lending
institutions are prescribed by the Bank of Tan-
zanla on a different basis by class of borrower,
i.e., 7.5% for villages, 87 for co-ops and para-
statals and 9% for individuals. (See trans-
mittal letter to the Assistant Administrator for
a full discussion of the interest rate issue,)
With respect to returns to the rfarmer, awvailable
data was examined but proved to be relatively
inconclusive. Results frcu two borrower surveys
carried out in 1978 and 1979 are suspect because
of problems with the questionnaire. What they
show, however, is a low or zero rate of return

to the application of seasonal inputs in real
economic terms (minus the subsidy which runs at
about 507 for fertilizer). Financially, however,
the farmer does benefit, The fertilizer subsidy
does not represent a financial cost for the
Govermment of Tanzania as it results from grants of
fertilizer from foreign donors amounting to
approximately the same quantity produced by the
local plant, the cost of production of which is
approximately twice the world price of fertilizer.
The Project will not finance seasonal inputs in
any case until farm management studies under the
Project demonstrate that there 1s a clear economic
benefit in doing to. Hopefully break throughs in
productivity and extension from the forthcoming
Farming System Research Project will provide at
least a partial answer to the issuec. With respect
to the return to the agricultural and other
investments contemplated by the Project, see the
Economic Analysis. Also see the Research and
Development sub-component. Comparative rates of
return will be established and continually updated
for all investments to be financed by the

Project. '



CABLIE GUIDANCE

Further analysis of the
changes necessary for TRDB

to become financially self-
sustaining is necessary.

End of Project status

should include the elimi-
nation or significant
reduction in the subsidi-
zatlion of TRDB by the Tan-
Gov or foreign donors, Among
the avenues for achieving
this are increased charges to
the users of credit by
increased interest rates
and/or increased profits on
the sale of agricultural
inputs and outputs.

ANNEX I-C
Page 5

PP_RESPONSE

The design team analyzed the issue of TRDB
viability from a variety of ..  -. _ angles
resulting, in part, in the complexity of

Project design., The biggest single factor related
to the Bank's financial condition is collections,
which are now running at about 707 for seasonal
inputs (approximately 65% of the portfolio),
Normally, 357 is collected in the first year

of the loan, 257 the following year and 10%

the third year with a little dribbling in
thereafter., This, rather than uneconomic interest
rates is the real issue. Several component:s of
the institutional side of the Project, alomng

with village training are dedicated to improving
collections.

Another significant factor has to do with
economics of scale of banking with the need for
innovation.and the sharing of resources with
other institutions engaged in providing comple-
mentary services to the village. (NBC, for
example, See Decentralization and Inter-
Institutional Coordination Components.)

The Project is designed to bring about ecoriomies
in TRDB operations both in the field and at
headquarters. The proposed IDA computer will also
result in significant savings in processing time,
Further decentralization of loan approval
authority will also reduce overhead., With respect
to input distribution, admittedly a losing
proposition for the Bank, every effort will be
made to separate the function and create a

viable alternative., The Project will study and
finance pillot alternatives at the village level

in hopes of giving the village greater leverage
over the process as well as a greater share of

the value added (food processing, storage,
transport, etc.).

Concefnipg the issue of TanGo§ and foreign
donor subsidies, TanGov subsidies are a matter
of policy about which, in short and medium term,
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CABLE GUIDANGE

ANNEX I-C
Page 6

PP _RESPONSE

the Project can do little. Besides, as 1long

as the govermment is going to subsidize the
consumer and the parastatals with low,
contr:slled. producer prices, an off-setting
subsidy is necessary for the producer.
Elimination of subsidies to the TRDB would

end up coming out of the hide of the farmer.

With respect to foreign donors, it is realistic
to assume that further grants to TRDB will not
be necessary after this project. This assumes
Treasury will be able to provide foreign exchange
for TRDB shillings for future comm.dity imports.
This issue 1s addressed in the Economic Analysis.

Finally, the issue cannot be viewed correctly

by simply analyzing the TRDB. The other variables
involved are many and complex, probably chief

of which has to do with the inefficiency of the
parastatals on the marketing side. In the long
run the real answer to the subsidy issue will
have to come from a combination of a break-
through in farming systems research and
extension, greater efficiency in marketing and
distribution, and the assumption of a much
greater role in the process by the village itself,
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SUBJECT: SHuL FARMER CR!B!I/!EZI'ULSN
RE7F: STATE 45731

1. SURMARY

A. RS INOICATED IM REFTEL, PRCJECT CCFMITTEE MET FEBIUAAY
6, 1979, 10 01SCYSS SUBJECT PID, ACIITICHAL OISCU3SIONS
AND REVIEW MARCH 1, 1979 FCCUSSED 0% (1) TECKNICAL ASPECTS
OF PID ANO (2) RELATIONSHIP OF PROPOSED PROJECT TG €OSS

B’ AA/RFR AUTHORIZES PREPARATICH GF A PROJECT PAPER IN
RESPOMSE TO THE CONSTRAINT IGENTIFIED in TRE PIO, 8UT 1
CONSOMAMCE WITH THE GUIDANCE PROVIOED IN THE FOLLOWING
PARAGRAPNS.

t1. RELATICUSRIP T3 COUNTRY STRATEGY

THZ PROJECT CCHMITTEE FINOS MERIT IN EZPANSION CF A.1.0.
EFFORTS th CREJIY 1 TRNIANIA, THE PP VILL NEED TO
REFLECT TAIS PROJECT'S RELATICHSHIP TO OThER A.1.D.
ACTIVITIES ALD NCJ IT Will HELP ADGRESS THE CONMSTRAINTS
TC TANZANIA®S CEVELOPRENT,

Ltl, OTHER DOMCRS

CIALCGUE WITH THE WORLO BANIK IN AID/W AND THE FIELD ON A
COLLABORATIVE £2PR0ACA T ASSISTING THE TRCB IS TO
CONTINGE, THL PROJECT DESIGN TEAN SHOULD PLAN TD SPEKO
SUFFICIENT TIME IR Wa3nInGTON TO CCNSULT WITH WSRLO

BANK PERSCNNEL CM THE TEIMMICAL AND STRATEGIC RSPECTS OF
60TH PLOJECTS

I¥. PROJECT EFPHASIS

A.  TRE PPCJECT 13 TO EHPHASIIE THE TECH:NICAL ASSISTANCE
ASPECTS PAZPOED (K THE P10, TRAMNILG, ORGRNUITATICHAL
STRENGTREINIRS AN0 INSTITUTIONAL INFRASTRUSTUSE ARE TO EE
THE FCCUs OF PROCECT.

Uepartment of Stute

TELEGRAM

ANNEX I-I
Page 7

STATE 111443

8. AGERCY AAND BUKEAU FUNDING COMSTRAINTS PRECLUCE
PROVISION OF CAPITZL GRANT COMPCAELT OF PROJECT AT TAIS
TIRE. BISCUSSICSKS WiTK IBR0 AND & REVICW OF THE CRAF{
STAFF PROJECT APPRAISAL FOR THEIR hiW PROJECT i7DICATE
THAT IBRD WItL BE PADVIDING ADDITIONAL CAPHTAL FLR
LENDING BY TROB. FURTkIR, NISSICH"S RECENT REQUEST 1D
AUTHORIZE TRANSFLR OF FuLDS FRON CAPITAL GRART CCIPONENT
OF CMGOING AG-CREDIT PROJECT (521-0117) DEFINES (NISTRAINT
AS AOHINISTRATIVE &ND LCGISTICAL RATHER THZd &S LAIN OF
CAPITAL FUNDS. IF, AS THE PROJECT 5 INFLEHEKTED AiD
EVALUATED, 1T BECOMES NECESSARY [Q PROVICE ADJHTICNAL
CAPITAL FUNDS TO THE TRCH; THE MISSICN SHOULD SUBMIT A
SECOND PHASE PROJECT PROPOSAL FOR A10/W APPROVAL,

€. THE TECHMICAL ASSISTAKCE SKQULD FCCUS O THE FINANCIAL
CAPABILITIES OF TRCB, PRIMARILY IN ITS CAPACITY AS A LIMCER
RATHZR THAN &S A SUPPLIER GF INPUTS AND MARKET FCX CUTPUTS
ANALYSES OF THE MEANS OF [NCREASING THZ PPCOUCTIVITY OF

THE TRDB THROUGH INPICVEQD HinLAGEFENT OF ASSETS, REDUCTICH
§N DLFAULT RATES AND PRCFITABILITY ASE TO BE ULCERTIAEN
THE RESULTS OF THESE ~haLYSE3 SRCULD EE [MCORPOAATED INTO
PROJECT DESIGH TO EASURE THAT THE TECHNICAL ASSISTAHMCE
PROVIDED ADDRESSES THYE MANAGEMENT PRCELEMS OF TRTB wWHiICH
DECREASE TS EFFECTIVENESS IN SUPPCRT OF ShALL FaRHERS.

¥, ADDITIOMAL ANALYSIS

A, AN EXAMINATICM OF THE COST CF PROVIOING CREDIT anD TxE
RETURM ACWIEVED 1§ ALSO RECESSARY PRIOR TO PROJECT ap~
PROVAL. THE TRUE CC3T CF CREDIT TO THE FARMER (IN-
CLUDIHG INTEREST P2IS, ADHINISTRATIVE PROCEOURES,

fHADEQUATE OR LATE ASCESS TO (APUTS, ETC.) N RELATION TO
RETURN 1S TO BE EZAMIHED. THIS SHOULD RESULT 1IN HORE
ACCURATE AMALYSIS CF THE EENEFIT ThE SPALL FARNMER ASTUALLY
RECEIVES FROM THE CFICiT PAJVIDED A'ND SPECIFIC PROBLEMS
WVHICE MISHT BE ADCRESSED IN THIS PROJECT.

B. FURTHER AKALYSIS CF TnE CHANGES WECESSARY FCI TR08 TO
BECOME FIMANCIALLY SELF-SUSTAINING 1§ NECESSARY. ENMD-CF-
PROJECT STATUS SYCULD INCLUZE THE ELIMINATION, SR 301G~
KIFICANT REQUCTIOM IN, THE SUBSIDIZATION OF TRLB ¢ THE
TANGOV OR FOREIGH CCHCRS. ANDNG THE AVENUES FCR
ACKIEVING THIS ARE INZREASED CMARGES TC THE USERS CF
CREDIT BY. INCREASTD INTEREST RATES JN0/CR INCREASED PRI-
FITS ON THE SALE OF AGRICULTURE IHPUTS ALO OUTPULS.

Vi, DESIGH TEAR CCRPCSITION

A. 1N ADDITION TO T<S RESCUACES IDEKTIFIED CN THE PID FACT-
SHEET FQR PP DESIGN, TrE MISSITH SHCULD CST THE SAILLS
OF AN ECONOMIST TG HEL? ADORESS THE ISSUES RAISED 4BOWE.

B, MISSION SHOULD CONSITER LSE OF CHIO STATE UNIVZRSITY
RESQURCES FOR STAFFING PP CESIGH TEAM. '

Yil. PP APPROVAL

SINZE THE PROPOSES LC> COST WITHGUT TEE CAPITAL GRANT
SEGMENT DJES NOT ESCEETH COLS 5.0 MILLION, THE MISSION IS
AUTHORIZED UNOER CELIIATION OF AuTAORITY 131 TO APFROVE
THE PROJECT,  CNPISTCPHER

UHCLASSIFIED
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ANNEX I-D

611 (e) CERTIFPICATION FOR RESOURCES FOR
VILIAGE PRODUCTION AND INCOME PROJECT (621-0155)

WHEREAS, the Resources for Village Production Project (621-0155) provides
support to the Tanzanian Rural Development Bank (TRDB) by providing
tachnical assistance, training and commodities;

WHERFAS, TRDB i3 one of the most capable Tanzanian Government entities,
13 currently the only national institution with a mandate for rural
development, has demonstrated its ability to utilize and maintain
AID-financed assistance in a prior project (Agriculture Credit 621-0017),
and participants trained under that project have returned to positions
of greater responsibility and authority;

WHERPAS, a large proportion of funds provided under the new project will
be utilized to finance the purchase of commodities for in-kind lending
to villages and proper utilization and maintenance of these commodities
is assured through TRDB's own village training activities and those
of various suppliers such as with the Lister englnes to be provided
by Machinery Services, Ltd.;

WHEREAS, Landrovers and Yamaha or Honda motorcycles have been selected
as the appropriate project vehicles because of the availability of
spares and qualified mechanics even in remote rural areas; and

WHEREAS, the financial and procurement advisors provided under the project
will also assist by keeping records and inventory of project-financed
commodities;

NOW, THEREFCRE, I hereby certify that the Government of the United Republic
of Tanzania has the capability to effectively maintain and utilize the
capital assistance provided under the Project.

mﬁ?«/ ,&—“ K 27

Howard I, Stev rson
Mission Directcr
USAID/Tanzania

Date: ,9’3 }( Qk/ /QZXO
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Justification for Procurement Waivers for Lister Engines

Problem: A source-origin waiver from Geographic Code 941 (U.S. only)
to Geographic Code 935 (Special Free World) and a sole-source propri-
etary procurement waiver for Lister engines is requested.

Country
Authorizing Documents

Project

Project Number
Nature of Funding

Description of Commodities

Approximate Value

Procurement Source

Procurement Origin

United Republic of Tanzania
Project Paper and Authorization

Resources for Village Production and
Income

621-0155
Graiit
1,065 Lister engines, including:

(a) 266 ST-2, 16 HP air-cooled Lister
engines;

(b) 266 HR-2, 25 HP air-cooled Lister
engines;

(e) 533 HRW-2, 25 HP water-cooled Lister
engines; and 207 spares.

All prices CIF, Dar es Salaam, spares
included:

(a) 266 ST-2 Engines @ $3,035 = $807,310
(b) 266 HR-2 Engines @ 4,945 =1,315,370
(c¢) 533 HRW-2 Engines@ 5,610 =2,990,130

TOTAL $5,112,810

Tanzania and Great Britain

Great Britain

Discussion: Lister engines have been recommended as the most appropri-
ate equipment for powering maize hulling and milling machines for use
in Tanzania. This recommendation is based on the non-availability cof
American-made engines of the same quality and mechanical capability,
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the availability of spares and maintenance skills and the simplicity
of the machine. While Lister engines are made in the U.S., they do
not meet the 50/50 componentry requirement and thus do not qualify as
U.S. source &nd origin commodities. No other small diesel engine is
mgnufactured in the U,S,

Lister engines have been used in Tanzania for fifty years. Fifteen
thousand units are in use by villages, individuals and various para-
statals. The Ministry of Water, Energy and Minerals has another 800
units, and the Post and Telecommunications office has 500 units in use.
The Ministry has stated its preference for Lister engines and has
standardized on the engine. The Lister engine is therefore known to
Tanzania, and competent mechanics are familiar with them and are able
to provide repairs.

Machinery Services, Ltd., the local dealer for Lister, is well
established in Tanzania and maintains branch offices in Moshi, Arusha,
Tanga and Mwanza and has dealerships stocking spares and providing
repair facilities in Dodoma, Iringa, Mbeya and Songea. Machinery
Services maintains a spares inventory to cover approximately 80% of
the machines in Tanzania. In addition they periodically provide free
training at its offices in Dar es Salaam and various other locations.
At least one month of professional services per year is provided by
the manufacturer in England and numerous short training seminars of a
simpler nature are provided by Machinery Services. Workshop personnel
at Machinery Services have also received training from the manufac-
turer, At their workshop Machinery Services produces the mill and
assembles the engine units with the mill frame, .

The only other dealerships represented in Tanzania are ®4C, Briggs
and Stratton (BNS) and Peter. Farm Machinery Distributors is the
local dealer in Tanzania for GMC. This organization has recently
become a parastatal ostentatiously because of mismanagement of the
company. The warehouse and spares inventory is inadequate and repair
facilities are not available. BNS 1is represented by Machinery Services.
BNS engines are no longer imported because there was insufficient
demand for the engine. Machinery Services maintains only a small
spares inventory for these machines. Peter is imported by AISCO
(Agricultural Industrial Supplies Company), a parastatal company.
Peter is manufacture in U,K. Only small quantities are imported and
it is considered appropriate by the Tanzanian purchaser only if Lister
is not available and the need is great.

The Lister machine is mechanically the most appropriate to powering
milling and hulling machines. The machines are low horsepower (6 - 25
horsepower) while comparable U.S. machines such as the GMC (300-400 HP)
engines are more suitable for industrial purposes and automobiles.
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The GMC engine is too large for the milling and hulling machines which
required only 16-25 HP engines. The Lister engine is a slow running
engine (1800 RPM's) and thus requires less maintenance than other
engines. Parts from any ST engine are interchangeable with any other
ST engine irrespective of the number of cylinders, The same applies

to HR engines. The machine RPMs are converted from 1800 RPM to the 3000
RPM needed to operate the mills, using pullies for the 1:2 ratio
conversion.

The Briggs and Stratton (BNS) machines are high-speed engines
(3000 RPM) which require more frequent maintenance and have a shorter
life. The BNS engine, while less expensive, has an estimated life of
two years compared to 35 for a water-cooled Lister engine and 10-12
years for the air-cooled Lister. The BNS engine is a two-stroke
engine which combines fuel and oil. The mechanical principles of this
machine are unfamiliar in Tanzania and two-stroke engine oil is not
imported. 1In contrast, the Lister engine is simple to masintain and
repair.

This waiver requests authority to purchase Lister engines contem-
plated for Phase I lending activities only. Phase II may revise the
mix of commodities provided to TRDB and the necessary waiver may be
for fewer engines than contemplated in the current plan. In addition,
during Phase 1 the procurement advisor will assist Machinery Services,
Ltd. in identifying potential U.S., suppliers. Lister engines are made
in the U.S.; however, they do not meet 50/507% componentry requirements,
SER/COM/ALI has advised specifications are identical to the engines
made in Britain. However, a procurement partial origin waiver will
be necessary regardless of the procurement source for the engines
purchased in Phase II,

Primary Justification: (1) American-made engines are not available

for the purpose of this Project; (2) There is inadequate representation
of American firms in Tanzania and thus spare parts, and repair facili-
ties are inadequate to assure maintenance of the AID-financed commodi-
ties; and (3) The Lister engine is the simplest and most appropriate
technology for the Project.

Recommendation: That (1) based on the discussion aboye and (2) pursuant
to the waiver authority reserved for the Administrator;ﬁhndbook 1,

Supp. B, Chapters 5 and 12, you determine that engines available from
U.S. sources are unavailable for this Project, and (3) that you
determine exclusion of procurement from the source requested above
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would seriously impede-attainment of the U.S. foreign policy objec-
tives and the objectives of the foreign assistance program., By this
action you are also approving a sole-gource proprietary procurement
waiver in favor of Lister's Tanzania suppliers, Machinery Services, Ltd.

Drafter:CDPO: RMDepp

Clearances: EXO:RJohnson (draft)
CON:WMiller (draft)
PRM:WHFaulkner (draft)
REDSO/RLA:GBisson (draft)



ANNEX I-E
Exhibit 2
Page 1

Justification for Procurement Waivers for Landrovers

Problem: A procurement source-origin waiver from Geographic Code 000
(U.S. only) to Geographic Code 935 (Special Free World) to permic
purchase of thirty four-wheel drive vehicles and a competitive proprie-
tary procurement waiver for Landrover vehicles is requested.

Cooperating Country

Authorizing Documents:

Project

Project Number
Nature of Funding

Description of Goods

Approximate Value

Procarement Origin

Procurement Source

United Republic of Tanzania
and

Project Paper/Authorization

Resources for Village Production and
Income

621-0155
Grant

30 Landrovers, right-hand drive
vehicles with 10% spaies, including:

(a) 4 Landrover stationwagons, 109-inch
wheelbase, four-cyliner engine,
metal top, four doors and one rear
door with 10-12 person capacity; and

(b) 26 Landrover hardtops, 109-inch
wheelbase, four-cylinder engine,
with approximate carrying capacity
of 3 persons and 1,500 pounds cargo.

All prices CIF Dar es Salaam, spares
included:

(a) 4 Landrovers @ $ 17,000 = $68,000
(b) 26 Landrovers @ $16,000 =$416,000

TOTAL $484,000
Great Britain or Australia

Great Britain, Kenya, Australia or
Tanzania
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biscussion: Section 636 (1) of the Foreign Assistance Act of 1961,

as amended, provides that none of the funds made available to carry
out the act shall be used to purchase motor vehicles unless such motor
vehicles are manufactured in the Uaited States. Section 636 (i)
provides further that when special circumstantes exist, the President
is authorized to waive the provisions of this section in order to
carry out the provisions of the Act. 1In the Conference Report on the
Foreign Assistance Act of 1967 (which added Section 636 (i) to the Act),
it was reported that the Committee of Conference was in agreement that
motcr vehicles manufactured in the United States should be procured
except when there are emergency or special situations, such as a need
for vight-hand drive or other types of vehicles not produced in the
United States (House Report No. 892, dated November 7, 1967). More
recently, Handbook 1 was revised to grant authority to waive the
requirement that motor vehicles be manufactured in the United States.
Circumstances which merit waiving of the requirement in this case are:
(1) the inability of U.S. manufacturers to provide the particular
vehicle needed, (in this case right-hand drive vehicleg); and (2) lack
of adequate service facilities and supply of spare parts for U.S. manu-
factured vehicles. The waiver authority provided in Section 363 (i)
has been delegated to the Assistant Administrator by Executive Order
No. 10973 and State Department Delegation of Authority No. 104 and

AID Delegation of Authority 40, for procurements of up to $500,000.

As this Project and the total waiver requests exceed the authority
delegated to the Assistant Administrator,it is presented for the review
and approval of the Administrator., Finally, AID Handbook 1, Supple-
ment B, Section 5.B.4.b states that procurement source-origin waivers
may be based on unavailability of a commodity from countries included
in the authorized geographic codes (section 5.B.4.b (2) and on such
other circumstance as are determined to be critical to the success of
the Project objectives (Section 5.B.4.b, (7).

Justification: The vehicles provided through this Project will be used
by the four expatriate technicians, TRDB field staff and the headquarter
staff in the Research Department for field travel. In all cases the
vehicles will be used for extensive field travel in Tanzania. Vehicles
in Tanzania are driven on the left hand side of the road causing left
hand drive vehicles to be unsafe and a contributing factor to serious
accidents. Road conditions in Tanzania are exceptionally bad and the
heavy rains and black cotton soils continue to cause roads to be unpassable
for as long as six months each year except in four-w.ueel drive vehicles.
The Mission and Government have standardized on Landrover vehicles as

the most appropriate transport for Tanzania. This is because of the
availability of spares from authorized British Leyland dealers throughout
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Tanzania and the ability of mechanics to repair Landrover vehicles,
especially in remote areas.

AID/W (COM/ALI) investigated the road conditions, spare parts availa-
bility and repair facilities in remote areas for all kinds of vehicles
during an extensive field visit in Tanzania during April and May 1978,
The trip report of this visit emphasizes the necessity of right- hand
drive vehicles in Tanzania and states that, '"The only two U.S. manu-
factured right-hand drive vehicles are not acceptably represented in
Tanzania -- in effect, there is no U,S. vehicle representative in
Tanzania at all." Regarding spare parts and maintenance, the report
observes that there is ''no maintenance or spare parts support in country
except for limited maintenance in a few projects which are maintaining
Jeep Wagoneer (L.H, drive)." 1/ The report indicated that parts and
maintenance are problems for any vehicle operation in remote areas of
Tanzania but indicated that these problems are lessened when Landrovers
are used since more parts and repair facilities exist for Landrovers
than for any other make of four-wheel drive vehicle.

Successful Project impplementation also is furthered by vehicles
which are sturdy enough to need few repairs and economical in fuel
consumption. The trip report states, "Land-over vehicles prove to be the
sturdiest and most practical four-wheel drive vehicles for most project
use," Landrovers generally last 8-12 years in Tanzania. In contrast,
U.S. vehicles last about 3 years. USAID has needed to replace U.S.
manufactured project vehicles every 2-3 years. If Landrovers are pro-
cured, they prcbably will not have to be replaced, at least not on a
large scale, during the estimated average six-year life of the Project.
Also, Landrovers customarily obtain about 307 greater fuel efficiency
than similar U,S,-manufactured vehicles. Not having to replace all
vehicles every 2-3 years and the graater operating efficiency of Land-
rovers over similar U,S. vehicles would represent a significant saving.
Congidering the cost of gasoline in Dar es Salaam of about $4.00 per
U.S. gallon. the saving is likely to become more dramatic as the price
of gasoline escalates.

Primary Justification: (1) U.S.-manufactured vehicles are not suitable
for the purposes of the Project; (2) There is inadequate representation
of American firms in Tanzania, and thus spare parts and repair facili-
ties are inadequate to assure maintenance of the AID-financed commodities;

1/ Projects now temminated.
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and (3) Th+ Landrover is the most appropriate four-wheel drive vehicle
in Tanzania.

Recommendation: Based upon the justification set forth herein, it is
requested that you approve a waiver of the requirement, under Hand-
book 1, Supplement B, that commodities procured pursuant to a USAID
grant shall have their source and origin in the United States (Geo-
graphic Code 000). This waiver will permit procurement, at an approxi-
mate cost of $484,000 of thirty Landrover vehicles, as set forth above,
which have as their source and origin countries included in AID
Geographic Code 935, It also is requested that you conclude: (1) that
excluaion of procurement of the Project vehicles from countries included
in AID Geographic Code 935 would seriously impede attainment of United
States foreign policy objectives and the objectives of the Foreign
Asgistance Program; (2) that special circumstances exist which justify
wvaiver of the requirements of section 636 (i) of the Foreign Assistance
Act of 1961, as amended; and (3) pursuant to the waiver authority
granted the Administrator and SER/COM in Handbook 15, AID-Financed
Commodities, you approve proprietary procurement from Landrover dealers
in Tanzania, Kenya, Australia or Great 3Britain.

Drafter: CDPO:RMDepp

Clearances: DIR:HLSteverson (draft)
PRM:WHFaulkner (draft)
ADO:MFuchs-Carsch(draft)
EXO:RJohnson (draft)
CON:WAMiller (draft)
REDSO/RLA (draft)
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Justification for Procurement Waivers for Motorcycles

Problem: A source and origin waiver from Geographic Code 000 (U.S. only)
to Geographic Code 935 (Special Free World) to permit purchase of one
hundred fifty (150) motorcycles and a competitive proprietary procure-
ment waiver for Yamaha or Honda motorcycles is requested.

Coperating Country ¢ United Republic of Tanzania

Authorizing Document ¢ Project Paper and Authorization

Project ¢ Resources for Village Production and
Income

Project Number : 621-0155

Nature of Funding : Grant

Description of Commodities

150 90-125cc. motorcycles and 10% spare

parts

Approximate Value ¢ CIF Dar es Salaam, $1,700 each for total
of $255,000.

Procurement Origin ¢ Japan

Procurement Source : Japan, Kenya or Tanzania

Discussion: Section 636(1) of the Foreign Assistance Act of 1961, as
amended, prohibits A.I.D. from the purchase or long-term lease of motor
vehicles unless such vehicles are manufactured in the United States.
However, Section 636(i) does provide that ''where special circumst:nces
exist the President is authorized to waive the provision of this section
in order to carry out the purpose of this Act."”

Justification: The type of motorcycle needed in Tanzania is sicgle cylin-
der 90 to 125cc. "trail" model bikes. There are no lightweight motorcycles
made in the U.S. While Harley Davidson sells a 125cc. bike, they are not
made in the U.S. American-made motorcycles are too powerful and expen-
aive for the purpose of the Project. Further, there are no distributors
for American-made motorcycles in East Africa. Motorcycles from Japan,

both Yamaha and Honda, are imported in large numbers, and spare parts

are avallable. Further, mechanics are familiar with these engines, while
the Harley Davidson is a two-stroke engine requiring special lubricating
oils, not available or imported in Tanzania.
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Primary Justification: (1) The U.S. does not produce a motorcycle
appropriate for the purposes of the Project; and (2) spares and
maintenance facilities are available for Honda and Yamaha vehicles.

Recommendation: It is requested that you conclude: (1) that exclusion
of procurement of the motorcycles from countries included in AID
Geographic Code 935 would seriously impede attainment of United States
foreign policy objectives and the objectives of the foreign assistance
program; and {?) competitive proprietary procurement from the manu-
facturers noted above is required to assure maintenance of the AID-
financed commodities; and (3) that special circumstances exist which
justify waiver of the requirements of Section 63€(i) of the Foreign
Assistance Act of 1941, as amended.
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Justification for Procurement Waivers for Cars

Problem: A source origin waiver from Georgraphic Code 000 (iJ.S. only)
to Geographic Code 935 (Selected Free World) and competitive proprietary
procurement of Volkswagen or Peugeot cars 1s requested.

Country : United Republic of Tanzania

Authorizing Document Project Paper and Authorization

Project ¢ Resources for Village Production and Income
Project Number : 631-0155
Nature of Funding ¢ Grant

Description cof Commodities : 3 four-passenger saloon vehicles and
10% spares

Approximate Value Price CIF Dar es Salgam, 3 @$10,000 =

$30,000
Procurement Source ¢ Tanzanla, Kenya, France or Germany
Procurement Origin : France or Germany

Discussion: Section 636(i) of the Foreilgn Assistance Act of 1961, as
amended, prohibits A.I.D. from the purchase or long-term lease of motor
vehicles unless such vehicles are manufactured in the United States.
However, Section 636(1) does provide that 'where special circumstances
exist the President is authorized to waive the provision of this section
in order to carry out the purpose of this Act." Project vehicles to be
procured for the advisor team and TRDB headquarters staff will be used
for Project support activities in Dar es Salaam and field visits in
areas where four-wheel drive vehicles are not needed.

No spare parts are avallable in-country for American-made cars.
Vehicles for which spares are available, while bearirg 1J.S. names (e.g.,
Ford and GM) do not qualify for compliance under Section 636(i). AMC
is the only U.S. distributor with a Tanzanian dealership. AMC is repre-
sented by Colt Motors lccated in Dar es Salaam. Inspection of the firm's
premises revealed (1) an inadequate spare inventory and reported lead
times for ordering parts of ten months; and (2) maintenance facilities
are in total disarray. A SER/COM/ALI representative has recommended no
U.S.-financed vehicles to be taken to Colt Motors.l/

1/ Refer to Hagen to Director Trip Report, May 1978 for details of visit
to vehicle dealerships in Tanzania.
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Primary Justification: Spare parts and maintenance facilities for
American-made cars do not exist in Tanzania.

Recommendation: Based on the justification set forth  herein, it is
requested that you approve a waiver of the requirement, under Hand-
book 1, Supplement B, that commodities procured pursuant to a USAID
grant shall have theilr source and origin in the United States. This
waiver will permit procurement, at an approximate cost of $30,000 of
three Puegeot or Volkswagen vehicles, as set forth above, which have
as theilr source and origin countries included in AID Geographic Code 93}.
It 18 also requested that you conclude: (1) that exclusion of procure-
ment of the Project vehicles from countries included in AID Geographic
Code 935 would seriously impede attainment of United States foreign
policy objectives and the objectives of the foreign assistance program;
(2) that special circumstances exist which justify waiver of the
requirements of Section 636 (1) of the Foreign Ausistance Act of 1961,
as amended; and (3) pursuant to the waiver authority granted the
Administrator and SER/COM in Handbook 15, AID-Finsnced Commodities,
you approve competitive proprietary procurement of Puegeot and/or
Volkswagen from dealers in Tanzania, Kenya, France or Germany.
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Justification for Procurement of Waivers for Machinery and

Related Equipment

Problem: A source-origin waiver from Geographic Code 941

to Geographic Code 935 (Speical Free World) of approximated $930,000
worth cf machinery, including tractors, dozers and related equipment
and proprietary procurement from the Tanzanian dealerships for
Massey-Ferguson, John Deere, International Harvester, (aterpillar

and Ford is requested,
Country

Authorizing Documents: ?

Project

Project Number

Nature of Funding :

Description of Commodities

Approximate Valuae :

United Republic of Tan-ania
Project Paper and Authorization

Resources for Village Production
and Income

621-0155
Grant
See Table Below

$930,000

Discussion: Approximately 35 units of farm machinery and related
equipment are needed to support Phase I of the NAFCREP lending program,
An illustrative table of the typical machinery, source and origin of
goods, price, and local dealerships is given in Table 1.

A typical list of compleuentary implements for the tractors would
include a trailer for hauling, disc plow (with 3-4 discs depending
on the size of the tractor), harrow (with offset discs), planter
(for maize and bean seed), and seed drill (for wheat and sorghum).

Normally 107 spare parts are also purchased for the tractors;
however, spares are not imported for caterpillar since the local

dealer maintains an adequate supply,



TABLE 1:

ILLUSTRATIVE LIST OF MAKES, SIZE, PRICE AND SOURCE OF MACHINERY

Make HP MODEL Price 1979/80 Source-Origin Manufacturer Local Dealership
Massey 47 240(135) $13,250 UK MF Tanzania Motor
Ferguson 63 265 (165) 16,000 " Corporation
Tractors 79 290 (185) 18,900 "
John Deere 71 2030 $14,100 West Germany JD K.J. Motors
Tractors 79 2130 18,000
a/
Ford 65 = 4600 $15,4003/ UK Ford Motor Riddock Motors
Tractors 78 6600 25,000—7 Company
79 7600 22,8002
International 45 384 $11,700 UK IH AISCo
Harvester 72 684 16,600 West Germany
Tractors 7. 744 19,500 USA/Candda
Caterpillar 80 D4 $58,200 UK Caterpillar
Dozers 105 D5 89,000 Company United Africa Co.
140 D6 114,600
300 D8 219,500

a/ Only 1978 prices available,

Z 9%wd
¢ 1lIdIHX3
d-1 X3NNY
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The exact requirements of size and make of the equipment is not
now known as each village in consultation with the TRDB field
staff determines which machine is most appropriate to its needs and
requests financing for a particular brand and size of equipment,
Past experience has demonstrated a preference for Massey Ferguson,
Eighty percent of the currently approved loan applications,
for which the equipment has not yet been provided by TRDB due to
recent import restrictions, ace for Massey-Ferguson., It 1is
believed this trend will be continued through the life of this
Project based on the proven performapce of this brand in rural
areas, The remaining applications were fairly evenly distributed
among requests for International Harvester, John Deere and Ford.

In September 1979 TRDB undertook a Farm Machinery Survey of
eight local suppliers of farm equipment., The results of the mail
survey showed the following dealerships imports over the past
five years,

Make Dealership Number of Machines

1975 1976 1977 1978 1979 Total
Massey Ferguson Farm Machinery

Distributors 287 92 96 152 45 672
International
Harvester AISCO 246 118 116 135 65 680

Ford Riddoch Motors 200 56 93 74 89 512
John Deere K.J. Motors -0- 56 60 44 15 175

Discounting 1979 as a atypical year because of import restrictions,
increasing imports of Massey Ferguson and International Harvester
equipment and spares can be expected,

With respect to machine size all the currently approved
applications fall between 47-78 horsepower, It is anticipated that
very few villages could justify the need for a greater horsepower
tractor or dozer than those in this range. The Technical Analysis
in Annex II-B has further discussion of the requirements,
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Only AISCO imports U.S. made International Harvester, All other
equipment is source origin from Geographic Code 935. As in the case
of Lister engines, the local dealers will be encouraged to seek imports
from U.S. sources, particularly in Phase 11, when U.S. made equipment
and spares are compatible with the machinery already in-country. A
source~origin waiver {8 therefore needed for Phase I requirements based
on the unavailability of U.S. made equipment and spares in Tangzania,
Purther a proprietary procurement waiver is needed for Massy-Ferguson,
John Deere, Ford, International Harvester and @aterpillar. Procurement
will be based on villages' requests for particular brand names . While
it is not possible to determine the total number of machines required
from each manufacturer, about 807 of the procurement will be for Massey
Ferguson. In cases where manufacturers are represented by more than
one dealership procurement will be on a competitive basis,

Proprietary procurement from the manufacturer of the tractor or
dozer requested by villages is also requested for spare parts and
complementary equipment (e.g., harrows, planters, etc.). Proprietary
procurement is necessary in order to standardige on the five most
commonly available types of farm machinery in Tanzani& and to provide
compatibility with the types of machinery and spare parts now available.
Village requests demonstrate that Massey-Ferguson equipment has proven
to be the mst suitable equipment, Further, the five manufacturers listed
above are the sole suppliers of farm machinery in Tanzania and have
developed a maintenance and service capability for the requested machinery.

Primary Justification: The source origin waiver is based on (1) the non-
availability of U,S. manufactured machinery, equipment and spare parts
and the lack of dealership arrangements with U.S. manufacturers 1/ and
(2) there is inadequate representation of American firms in Tanzania.
The proprietary procurement waiver is based on (1) the compatability of
equipment on hend; (2) the proven performance of the equipment from the
manufacturers listed, particularly Massey-Ferguson; (3) the availability
of service facilities;and (4) the need to provide the equipment as
requested.

1/ U.S. Embassy personnel are now working with local suppliers and U.S.
manufacturers to establish import supply relationships. As there
efforts proceed, the Missinn expects more equipment to be imported
from the U.S. providing parts are inter-changeable and the componentxy
is the same. SER/COM/ALI has been requested to advise the Mission on
interchangeability of parts. The total value of the source-origin
waiver will hopefully not be needed for Phase I and the requirements
for waiver should significantly decrease for Phase II.
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Reccrmmendation: That (1) based on the discussion above and (2)
pursuant to the waiver authority reserved for the Administrator

in Handbook 1, Supplement B, Chapter 5 and 12, you determine that
the machinery required is not available from U.S. sources for

Phase I; (3) that you determine exclusion of procurement from the
Sources requested would seriously impede attaimment of U.S.

foreign policy objectives and the objectives of the foreign
assistance program, and (4) that you approve proprietary procurement
from Massey-Ferguson Company, John Deere Company, International
Harvester and Caterpillar and Ford Motor Company.

Approved:

Disapproved:

Date:
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STATUTOBY CHECKLIST FISCAL YEAR 1980

GENERAL CRITERIA FOR COUNTRY ELIGIEILITY

1.

FAA Sec. 116, Can it be demonstrated that contemplated assis-
tance will directly benefit the needy? If not, has the Depart-
ment of State determined that this government hsas engaged in

a congistent pattarn of grossvyiclations of internationally
recognized human rights?

Project activities in Tanzania focus on providing goods and ser-
vices to the villages of Tanzania, The CDSS and other program
documents have argued the needy people of Tanzania are the

rural villagers, egpecially in the semi-arid areas.

FAA Sec., 481, Has it been determined that the govermment of
the recipient country has failed to take adequate steps to
prevent narcotics drugs and other controlled substances (as
defined by the Comprehensive Drug Abuse Prevention and Control
Act of 1970) produced or processed, in whole or in part, in
such country, or transported through such country, from being
sold illegally within the jurisdiction of such country to

U.S. Govermment personnel or their dependents, or from enter-
ing the U.S. unlawfully?

No.
PAA Sec. 620 (b). 1If assistance is to a government, has the

Secretary of State determined that Lt is not dominated or
controlled by the internationai Communist movement?

No determination that Tanzania is controlled by the international
Comuunist movement has been made.

FAA Sec. 620 (c). If assistance itz to a govermment, is the
govermment liable as debtor or uncondirional guarantor on any
debt to a U.S5. citizen for goods or services furnished or
ordered where (a) such citizen has exhiausted available legal
remedies and (b) the debt is not denied or contested by such
govermment?

Payments to a U.S. Contractor for work compler2d in 1973 have
been delayed. The U.S. citizen has not yet .»hausted available
legal remedies. The Govermnment of Tanzania .s providing regu-
lar and timely payments on loans provided by the U.S.
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PAA Sec, 620 (e) (1). If assistance is to a government, has it

(ipcluding government agencies or subdivision) taken any action
which has the effect of nationalizing, expropriating, or other-
vise seizing ownership or control of property of U.,S. citizens
or entities beneficially owned by them without taking eteps to
disctrarge its obligations toward such citizens or entities?

The TanGov nationalized a coffee estate (1973) and a Caltex
gasoline station and adjacent buildings (1972). The former has
been settled though payments in foreign exchange have been held
up in some cases. The latter is still pending, but Caltex has not
yet exhausted all legal remedies. Recently the right of occupancy
for an American citizen was revoked for an estate in Arusha. The
govertuaent has not yet taken possession of the property and no
claims have been made. In summary, there are & small number of
pending claims that are taking time to resolve, but complaintant
parties and the “anGev are working on steps to resolve the issues.

FAA Sec. 620 (a), 620 (f), 620 (d); FY 80 App. Act. Sec. [511,
512 and 513 Is recipient country a Communist country? Will
assistance be provided to Angola, Cambodia, Cuba, Laos or Vietnam?
Will assistance be provided to Afghanistan or Mozanbique without

a waiver?

No, tle recipieut country is not a8 Communist country. Tanzania is
usually a recipient of foreign aid and does not provide assistance
to Commuaist countries,

FAA Sec. 620 (1). 1Is recipient country in any way involved in
(a) subversion of, or military aggression against, the United
States or any country receiving U.S. assistance, or (b) the
planning of such subversion or aggression?

Tanzania 1s not involved in or planning subversive activities
against the U,S.

FAA Sec. 620 (i). Has the country permitted, or failed to take
adequate measures to prevent, the damage or destruction, by mob
action, of U,S. property?

No.

FAA Sec. 620 (1), If the country has failed to institute the
investment guaranty program for the specific risks of expropri-
ation, inconvertibility or confiscation, has the AID Administrator
within the past year considered denying assistance to such govern-
ment for this reason?

No.
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ZAA Sec, 620 (o); TFishermen's Protective Act of 1967, as

smended, Sec. 5. If country has seized, or imposed any penalty

or sanction against aay U.S. fishing activities in international
waters,

a, has any deduction required by the Fishermen's Protective Act
been made?

b, has complete denifal of assistance been considered by AID
Administrator?

The TanGov has neither seized nor imposed any penalty or sanction
against U.S. fishing activities in internsational waters.

FAA Sec 620; FY 80 A N (a) Is the government

of the 1:cipient country in default for more than 8ix months on
interest or principal of any AID loan to the country? (b) Is
country in default exceeding one year on interest or principal

on U.S. loan under program for which App. Act appropriates funds?

The TanGov has not defaulted on any U.S. loan.

FAA Sec. 620 (s). If contemplated assistance is development
loan or from Economic Support Fund, has the Administrator taken
into account the percentage of the country's budget which is for
military expenditures, the amount of foreign exchange spent on
military equipment and the amount spent feor the purchase of
sophisticated weapons systems? (An affirmative answer may refer
to the record of the annual "Taking Into Consideration" memo"
""Yes, taken into account by the Administrator at time of approval
of Agency OYB." This approval by the Administrator of the Opera-
tional Year Budget can be the basis for an affirmative answer
during the fiscal year unless significant changes in circumstances
otcur.)

No assistance from the Economic Support Fund is anticipated this
fiscal year.

FAA Sec. 620 (t), Has the country severed diplomatic relations
with the United States? If so, have they been resumed and have
new bilateral assistance agreements been negotiated and entered
into since such resumption?

The TanGov has not severed diplomatic relations with the United
States,

FAA Sec, 620 (u), What is the payment status of the country's

U.N, obligations? If the country is in arrears, were such arrear-
ages taken into account by the AID Administrator in determining
the current AID Operational Year Budget?

The UNDP representative in Dar es Salaam reports Tanzania's
contributions to the U,N. are current and that there are no
arrearages.
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1S. FPAA Sec. 620 A, FY 80 App. Act, Sec, i521., Has the country
granted sanctuary from proscription to any individual or group
which has committed an act of international terrorism? Has the
country granted sanctuary from prosecution to any individual or
group which has committed a war crime?

The Palestine Liberation Organization maintains an office in Dar
es Salaam which enjoys diplomatic status. To our knowledge
Tanzania has not provided sanctuary to individuals convicted

or wanted for terrorist actions.

16, FAA Sec. 666, Does the country object, on basis of race, religion,
national origin or sex, to the presence of any officer or employee
of the U.S. there to carry out economic development program under
FAA?

No such objections have been raised. Resident visas for USAID
smployeas are easily obtained. )

17. FAA Sec. 669,670, Has the country, after August 3, 1977, delivered
or received nuclear enrichment or reprocessing equipment, materials,
or technology, without specified arrangements or safeguards? BHas
it detonated a nuclear device after August 3, 1977, although not
a8 '"nuclear-weapon State' under the non-proliferation treaty?

No nuclear material has been delivered or received without speci-
fied safeguards. No nuclear testing has been undertaken in
Tanzania,

B. FUNDING SOURCE CRITERIA FOR_COUNTRY ELIGIBILITY

1. Development Assistance Country Criteria

a. FAA Sec. 102 (b) (4). Have criteria been established

and taken into account to assess commitment progress of country
in effectively involving the poor in development, on such indexes
as: (1) 1increase in agricultural productivity through small-
farm lavor intensive agriculture, (2) reduced infant mortality,
(3) control of population growth, (4) equality of income distri-
bution, (5) reduction of unemployment, and (6) increased literacy.

Yes. See Dar reporting Alirgram, To-AID A-09, Dated January 16,
1979, )

b. FAA Sec. 104 (d) (1); IDC Act of 1979, 1If appropriate, is
this development (including Sahel) activity designed to build
motivation for smaller families through modification of economic
and social conditions supportive of the desire for large families
in programs such as education in and out of school, nutritionm,
diseasc control, maternal and chlld health services, agricultural
production, rural development, assistance to urban poor through
community-based development programs which give recognition to
people motived to limit the size of their family?
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b. (cont.)

This activity's objective is to increase agricultural production.
Other Mission and Tanzanian government activities support family
planning and population control.

A. GENERAL CRITERIA FOR PROJECT

1. FY 80 App. Act Unnumbered; FAA Sec. 634A; Sec. 633 (b); (a) Describe
how authorizing and appropriations Committees of Senate and House
have been or will be notified concerning the project; (b) is assis-
tance within (Operztional Year budget) country or international
organization allocation reported to Congress (or not more than
$1 million over that figure)?

An activity data sheet for this project is contained in the FY 1380
Congressional Presentation. $1.5 million was the planned FY 1980
nkligation. Both life of project funding and FY 1980 obligations
have been increased. The project will therefore require a notice

to Congress of AID's intent to increase life of project funding and
the FY 1980 obligation.

2, FAA Sec., 611 @a) (1). Prior to obligation in excess of $100,000,
will there be (a) englneering, financial, and other plans necessary
to carry out the assistance and (b) a reasonably firm estimate of
the cost to the U,S. of the assistance?.

AID engineers have reviewed plans for housing construction (See
Anner II-H ). A financial analysis has been completed (See Annex
II-G). Economic ard soclal feasibility analyses have
been completed (See AnnexesII-C andD),

3. FAA Sec. 611 (a) (2). 1If further legislative action is required
within recipient country, what 1s basis for reasonable expectation
that such action will be completed in time to permit orderly accom-
plishment of purpose of the assistance?

No Tanzanian Government legislative action 1s required.

4, TFAA Sec. 611 (b); FY 80 App. Act. Sec. |501 If for water or
water related land resource construction, has project met the
standards and criteria as per the Principles and Standards for
Planning Water and Related Land Resources dated October 25, 19737

Several water related, land and water management, pilot activities
are planned in Phase I, These activities are experimental and will
result in the development of appropriate standards and criteria

for expanded project ledring activities., Prior to obligation of
funds for Phase II, these plans will be reviewed by AID.
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FAA Sec. 611 (e). 1If project is capital assistence (e.g. construction),
aud all U.S. assistance for it will exceed $1 million, has Mission

Director certified and Regional Assistant Administrator taken into
consideration the countrv's capability effectively to maintain and
utilize the project?

The Miasion Director has made such a certification (see Annex'l-D ).

FAA Sec. 209. 1Is project susceptible of execution as part of regional
or multilateral project? If so, why 1s project not so executed?
Information and conclusion whether assistance will encourage regional
development programs,

The project will complement an IBRD/IDA financed loan. AID financing
is to be provided on a grant basis, and it is therefore inappropriate
to execute this project as a multilateral project. The IDA project
was also prepared and reviewed earlier than the AID project. Exe-
cution of the project as a multilateral activity would therefore

have resulted in a delay of the IDA assistance. Despite these prob-
lems, AID institutional and technical assistance is designed to q
complement IDA assistance.

FAA Sec, 601 (a), Information and conclusions whether project will
encourage efforts of the country to: (a) increase the flow of
international trade; (b) foster private initiative and competition;
(c) encourage development aad use of cooperatives, credit unions,
and savings and loan associations; (d) discourage monopolistic
practices; (e) improve technical efficiency of industry, agriculture
and commerce; and (f) strengthen free labor unions.

(a) The project will finance importation of approximately $30.0 million
of commodities from varlous countries. Project activities will

result in increased agricultural production and the Tanzanilan ability

to increase export of commodities., (b) Tanzania is a soclalist

country and therefore emphasizes the growth of cooperative initiatives,
TRDB lending is to villages, Villages in turn provide commodities to
individual village members. Farmers willing to utilize improved

inputs, including tools and equipment, have the opportunity to increase
individual production and incomes. (c) This project provides assis-

te > an intermediate credit institution; encourages both village
] " borrowing and provides loans to cooperative activities.
(d) " as a Socialist country provides essential services
throug. owned businesses. Examples include state-owned mar-

keting boai.s. The project proposes studies to recommend improve-
ments in the operation of these parastatals. Village lending activi-
ties will increase villagers' options in obtaining essential goods.
(e) Commodities provided for village agricultural activities should
result in increased labor efficiencies and production. (f) Labor
union activities are outside the scope of this project. However,
project activities include training for villagers which will increase
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villages' atility o participate in the planning, implementation
and evaluation of local development initiatives.

8. FAA Sec. 601 (b). Information and conclusion on how project will
encourage U.S. private tralde and investment abroad and encourage
private U.S., participation in foreign assistance programs (inclu-
ding use of p»rivate trade channels and the services of U.S. private
enterprise).

Technical assistance will be provided by a U.S. enterprise; training
will take place in U.S. universities and educational imnstitutions;
certain commodities will be purchased from U.S. manufacturers.

9, FAA Sec. 612 (b); Sec. 536 (h). Describe steps taken to assure
that, to the maximum extent possible, the country is contibuting
local currencies to meet the cost of contractual and other services,
and foreign currencies owned by the U.S. dre utilized to meet the
cost of contractual and othr = services.

Tanzania is experiencing acute foreign exchange shortages and is
unable to contribute resources tocover U.S. dollar and other hard
currency costs. However,as in the current project, TRDB will con-
tinue to provide local currency for financing of seasonal inputs,
in-courntry training, staff salaries, and other shilling costs.

10. FAA Sec, 612 (d). Does the U.S. own excess foreign currency of the
country and, if so, what arrangement have been made for its release?

The U.S. does not own excess Tanzanian shillings.

11, _FAA Sec. 601 (e). Will the project utilize competitive selection
procedures for the awarding of contracts, except where applicable
procurement rules allow otherwige?

Competitive selection procedures will be used for Contractor selec-
tion.

12. FY 80 App. Act Sec. .521.° If assistance 1s for the production of
any commodity for export, is the commodity likely to be in surplus
on world markets at the time the resulting productive capacity
becomes operative, and is such assistance likely to cause substan-
tial injury to U.S. producers of the same, similar or competing
coamodity?

The project provides assistance to increase food crop production for
domestic consumption.

B. FUNDING CRITERIA FOR PROJECT

1. Development Assistance Project Criteria

a. FAA Sec, 102 (b); 111; 113; 28la. Extent to which activity will
(a) effectively involve the poor in development, by axtending access
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to economy at local level, increasing labor-intensive production
and the use of appropriate technology, spreading investment out
from cities to small towns and ' wral areas, and insuring wide
participation of the poor in th: benefits of development on a
sustained basis, using the appropriate U.S. institutions; (b) help
develop cooparatives, expecially by technical assistance, to assist
rural and urban ponr to help themselves toward better life, and
otherwise encourage democratic private and local govermmental
institutions; (c) support the self-help efforts of developing
countries; (d) promote the participation of women in the national
economies of developing countries and the improvement of women's
status; and (e) utilize and encourage regional cooperation by
developing countries?

(a) Training in villages will increase villagers' ability to
participate in planning and decision making, to utilize project
resources and to increase production. Hand tools, ox carts and
ploughs are improved labor saving technologies which will be made
available,

(b) Project lending activities will be undertaken through village
councils. Registered villages in Tanzania are multi-purpose cooper-
atives and have the objective of encouraging local decision-making
on a democratic basis.

(c) Lending for coumodities is approved based on several criteria:
amount of village communal production; villages' willingness and
ability to provide human and financial resources to new self-help
activities; and villages' record of repayment for other loans.

(d) 1In addition to village training certain commodities provided
will benefit women. The best example are the maize mills which
will free women from the arduous task of hand pounding of maize.

(e) No regional activities are planned. However, some short-term
training will be provided for work-study tours in neighboring and
other developing countries,

b. FAA Sec. 103. Is assistunce being made available for agri-
culture, rura’ development or nutrition; if so, (a) extent to
which activity is specifically designed to increase productivity
and income of rural poor; :}O3A: if for agricultural research,
full account shall be taken of the needs of small farmers, and
extensive use of fileld testing to adapt basic research to local
conditions shall be made; (b) extent to which assistance is used in
coordination with programs carried out under Sec. 104 to help
improve nutrition of the people of developing countries through
encouragement of increased production of crops with greater
nutritional value, improvement of planning, research, and education
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with respect to nutrition, particularly with reference to improve-
ment and expanded use of indigenously produced foodstuffs; and the
undertaking of pilot or dewonstration programs explicitly addressing
the problem of malnutrition of poorfand vulnerable people; and

(c) extent to which activity increases national food security by
improving food policies and management and by strcngthening national
food reserves, with patticular concern for the needs of the poor,
through measures encoutaging domestic production, building naticnal
food reserves, expanding available storage facilities, reducing

post harvest food losses, and improving food distributien.

(a) The purpose of the project is to increase rural production

and incomes and thus improve the level of well-being im rural areas,
While this project 1s not for agricultural research, a complementary
AID-financed project (621-0156) will be undertaking applied research
and field testing. The results from this project will lead to areas
specific recommendations for use of inputs such as fertilizer, seeds
and chemicals for insect and week control. Other project activities
will include supply of funds for village production of food, processing
of-food, production of farm implements or other imputs, and village
services related to the above such as trangport and storage facili-
ties.

c. Eiij is appropriate effort placedon use of appropriate tech-

nology? (relatively smaller, cost-saving, labor using technologies

that are generally most appropriate for the small farms, small busi-
nesses and small incomes of the poor.)

The project provrides funds for credit financing of a variety of
resources., Included are ox carts and ploughs, maize mills, and
implements. These all represent technologies which have been demon-
strated to be economical and supportable at the village level. (See
Technical and Economic Analyses in PP.) The project also plans

some pilot activities to test new technologles to determine which
are appropriate for individual and communal activities,

d. FAA Sec. 110 (a). Will the recipient country provide at least
257 of the costs of the program, project, or activity with respect
to which the assistance is to be furnished (or has the latter cost-
sharing requirement been wailved for a "relatively least developed"
country)?

While Tanzania 1is a relatively least develop:d country the TRDB will
provide more than 257 of total project costai,

e. FAA Sec. 110 (b). Will grant capital assistance be disbursed
for project over more than 3 years? If so, has justification satis-
factory to Congress been made, and efforts for other financing, or
is the reciplent country ''relatively least developed"?

Yes. Tanzania 1s a relziively least developed country,
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f£. FAA Sec, 281 (b), Describe extent to which program recognizes
the particular needs, desires, and capacities of the people in the

country; utilizes the country's intellectual resources to encourage
{nstitutional development; and supports civil education and training
in skills required for effective participation in govermmental
processes esgential to self-government.

TRDB will provide credit for villages based on their requests for
particular commodities or services. Requests represent villages'
expression of particular needs and capacities. Technical assistance
to provide on-the-job training and U.S. degree training for selected
individuals is planned to strengthen the TRDB's personnel skills,

g. FAA Sec. 122 (b). Does the activity give reasonable promise
of contributing to the development of economic resources, or to
the increase of productive capacities and self-sustaining economic
growth?

Yes. Increased food production is essential for Tanzania to reduce
its dependence of food imports. The project will thus be a gaver
of foreign exchange.

5C_(3) STANDARD ITEM CHECKLIST

A, Procurement

1.

2.

FAs Sec. 602, Are there arrangements to permit U.S. small business
to participate equltably in the furmishing of commodities and
services financed?

The contract for technical services and training will be secured
through TRDB review of proposals submitted by U.S. businesses.
Several private voluntary agencies are especially qualified.

FAA Sec, 604 (a), Will all procurement be from the U.S. except
as otherwise determined by the President or under delegation from
him?

Yes. Source origzin waivers for vehicles and Lister engines are
contained in the annexes.

FAA Sec. 604 (d). If the cooperating zountry discriminates against
U.S. marine insurance companies, will commodities be insured in

the United States vgainst marine risk with a company or companies
authorized to do a marine insurance business in the U.S.?

Yes
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4. FAA Sec, 604 (e). 1If offshore procurement of agricultural com-
modity or product 1s to be financed, is there provision against

such procurement when the domestic price of such commodity is
less than parity?

No procurement of agricultural commodities i3 planned.

5. FAA Sec., 608 (a). Compliance with requirement iu section 901 (b)
of the Merchant Marine Act of 1936, as amended, that at least
50 per centum of the gross tonnage of commodities (computed separ-
ately for dry bulk carriers, dry cargo liners, and tunkers) financed
shall be transported on privatly owned U.S,-flag comnarcial vessels
to the extent that such vessels are available at fair and reasonable

rates,

U.S.-flag vessels will be used to the extent possible.

6. FAA Sec, 621. If technical assistance is financed, to the fullest
extent practicable will such ass’'stance, goods and professional
and other services from private enterprise, be furnished on a
contract basis? If the facilities of other Federal agencies will
be uitlized, are they particularly suitable, not cowmpetitive wita
private enterprise, and wmad2 arailisla v.-1oi: undue interference
.with domestic programs?

Techniral assistance will be provided on a contract basis by a
private voluntary organization or a private enterprise. Facilities
of other Federal agencies will not be used.

7. International Air Transport. Fair Competitive Practices Act, 1974,
If air transportation of persons or property is financed on grant

basis, will provision be made that U.,S, flag carriers will be utilized
to the extent such service is available?

Yes. Contract provisions will require use of American carriers to
the extent service is available.

8. FY 80 App. Act Sec. (505) Does the contract for procurement contain
a provisioni authorizing the termination of such contract for the
conveniente of the United States?

The contrac: will be a host country contract. Such a clause will be
contained for the convenience of the Govermment of Tanzania. The
contract will also contain a clause stipulating funds are available
subject to the availability of U.S. funds.

B. Construction

1. FAA Sec, 601 (d). If a capital (e.g., construction) project, are
engineering and professional services of U,S, firms and their
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affiliates to be used to the maximum extent consistent with the
national interest?

Construction activities are limited to construction of four houses
and village service centers. The dollar cost for the housing is not
of a magnitude to interest U.S, firms. Village service centers will
be constructed on a self-help basis with villagers contributing
labor and local materials. AID will purchase foreign exchange
commodities to be provided on a loan basis to villagers.

FAA Sec. 611 (¢). If contracts for cunstruétion are to be financed,
will they be let on a competitive basis to maximum extent practicable?

Yes. Local lenders will be sought for construction of staff houses
and commodities will be procurred on a competitive bases. A proprie-
tary procurement waiver is contained in the Annexes to the PP.

FAA Sec, 620 (k). 1If for constyuction of productive enterprise, will
aggregate value of assistance to be furnished by the U.S. not exceed
$100 million?

No.

Other Restrictions

1l

FAA Sec. 122 (b). 1If development loan, is interest rate at least
2% per annum during grace period and at least 37 per annum thereafter?

Not applicable.

FAA Sec. 301 (d). If fund is established solely by U.S. Contri-
butions and administered by an international organization, does
Comptroller General have audit rights?

Not applicable.

FAA Sec. 620 (h). Do arrangements exist to insure that United States
foreign aid is not used in a manner which, contrary to the best
interests of the United States, promotes or assists the foreign aid
rrojects or activities of the Communist-bloc cocuntries?

Project funds will be used to procure steel for local manufacture
of farm implements. The farm implements factory wa- a turnkey
operation financed by the People's Republic of China. The company
is solely owned and managerd by Tanzanians.

FAA Sec. 636 (i). 1Is financing not permitted to be used, without
waiver, for purchase, sale, long-term lease, exchange or guaranty
of motor vehicles manufactured outside the U.,S.

A waiver request and justification for non-U.S. vehicles {s contained
in the Annexes of the PP.
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Will arrangements preclude use of financing:

a. PAA Sec. 104 (f). To pay for performance of abortions as a

method of family planning or to, motivate or coerce persons to

practice abortions; to pay for performance of involuntary sterilization
as ¢ method of family planning, or to coerce or provide financial
incentive to any person to undergo sterilization?

Yes.

b. FAA Sec. ‘20 (g). To compensate owners for expreriated national-
ized property!’ ,

Yes.

c. FAA Sec, 660. To provide training or advice or provide any
financial support for police, prisons, or other law enforcement
forcas, except for narcotics programs?

Yes.

d. FAA Sec. 662. For CIA actlvities?

Yes.

80 App. Act Sec. 504: To pay pensions, etc., for military
personnel?

Yes.

£. FY 80 App. Act Sec. [506) To pay U.N. assessments?

Yes.

g. FY 80 App. Act Sec. [507J] To carry out provisions of FAA section
209 (d) (Transfer of FAA funds to multi-lateral organizations for
lending.)

Yes.

h. FY 80 App. Act. Sec. (U114 To finance the export of nuclear
equipment, fuel, or technology or to train foreign nationals in
nuclear fields?

Yes.

i. FY 80 App. Act Sec. 515, To be used for publicity or propa-
ganda purposes within U.S. not authorized by Congress?

Yes.
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NAFPCREP DESCRIPTION,LENDING CRITERIA AND POLICIES

I. Procedures for Authorization and Obligation of Funds

The Administrator of AID has authorized funds for institutional
support for the development and strengthening of the Tanzania Rural
Development Bank (TRDB) and a grant for commodity imports which
engbles the Bank to become financially viable and provide goods
essential for rural development,

Adequate planning and anlyses have been completed for the entire
1i%e of project to obligate any or all of $14.2 million planned for
Project inputs contributing to the strengthening of personnel skills,
improvement of procedures, increasing planning, evaluation and
financial management capability of TRDB. These include training,
technical assistance, staff vehicles and equipment, housing and
other costs.

Sufficiecat lending activities have been identified and planning
completed for obligation of any or all of the $10.0 million planned for Phase I
lending activities. This specifically includes financing procurement
of diesel engines for maize mills, steel and other raw materials not
available in Tanzania to be used for making of tools, oxcarts, and
plos; farm machinery and transport vehicles; and construction
materials not available or available in insufficient quantities such
as roofing material, nails and cement,

In addition to Phase I lending, approximately one-half million
dollars will be obligated for technical assistance and related com-
modity support necessary to determine the feasibility of new lending
activities. (Examples are discussed in the Technical Analysis of
the Project Paper.) These funds will be controlled by the Mission
and transferred to the TanGov for expenditures as TRDB identifies
on-going experimental activities it wishes to support (such as those
of PVO's, church groups, AATP, TAMIU, =z SIDO projects) or experi-
mental activities it wishes to directl ' undertake. Plans for these
activities will be prepared and reviewed by the Planning Department
of TRDB (headed by the TRDB Planning Manager) with the assistance of
the AID-financed Planning Advisor. USAID will review the plans and
TRDB recommendations for funding., The Mission Director will authorize
disbursement of funds for these activities in consultation and with
advice from appropriate Mission, REDSO, or other AID sources. The
results of these activities will be used to determine whether
complementary or alternative lending activities should be recommended
for Phase I and whether major restructuring of NAFCREP is necessary
for Phase II. New lending activities which are complementary to
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those portfolios already 1dentified (e.g., additional hand tools,
non-traditional fuel snurces for the maize mills) or alternative
technologies (e.g., ha»d grinders in lieu of diesel engines for
wmaize mills) may be added at any time provided the planning activi-
ties result in sufficlent analyses to satisfy AID requirements and
support the feagibility of these activities. Any major restructuring
of NATCREP or the addition of new portfolios not already planned

for Pnuse 1 will await the evaluation and Phase II planning exercise,

In addition sufficient planning has been completed to allow
authorization of the Phase II grant. Sufficient lending activities
which would enable expenditure of the total $20.0 million have been
identified. (See Schedule A cf this Annex.) However, these funds
will not be obligated until Phase T has been evaluated and TRDB and
USAID agree on a plan for the all._ation of funds for Phase II
lending activities, As a result of experience gained during Phase I
and the identification of additional lending
activities, TRDB may find it beneficial to diversify and exp.ad the
lending portfoilo proposed in the Project Paper into new geographi-
cal areas or categories of lending in addition to those listed below.
Additional technical, financial and economic analyses are necessary
to support su-h expznsion and will be financed with $ .5 million of
grant funds - .rmarked for further planning. Preparation and/or coordin-
ation of prr iration of the Phase II plan and the additional analyses
will be the ~ssponsibility of TRDB with the assistance of the planning
advisor and .onsultation and advice from AID. Additional i anning
funds may be programmed at this time. This plan will be reviewed by
the USAID Mission Director with assistance and advice from Mission,
REDSO, AID/W or other sources, as appropriate;prior to obligation of
Phase II funds.

Definition - National Food Credit Program (NAFCREP)

The general criteria for activities eligible for financing under
NAFCREP are those which increase income, production of food or the
productivity of villages and villagers, particularly women. The
following categories are approved for lending and fur‘her planning.
Examples of activities are listed after each general category.

A, Production of Inputs and Tools

Village Blacksmiths

Village Brickmaking

Ubungo Farm Implements*

AATP Small-Scale Industry Project or other RIDEP Activities
Village Contract Seed Growers
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B. Land Improvements

Irrigation and Drainage
Flood Control
Conservation

Range Management

Tree Nurseries

C. Food Processing

Maize Mills (Lister*)

Rice Hullers (Lister*)

Fruit and Vegetable Drying/Preserving/Processing

Processed Foods (such as Sesame, Peanut and Popcorn Foods)
01l Seed Presses

Soap (Animal By-Products)

D. Food Production
Oxen Implements
Village Hatcheries, Poultry Farms or Piggeries
Village Vinyards
Honey
Vegetable Gardens
Tractors and Implements

E. Services

Crop Storage (Village* and On-Farm)

Input Storage¥*

Meeting Places for Training*

Retail Shops*

Offices for Village Leaders and Extension Officers*
Transport (Carta*, Vehicles¥)

Workshops (Machinery and Vehicle Repair and Maintenance)

F. Planning Activities*

Any experimental planning activity which falls into the above
categories and has no greater foreign exchange content than 50%.

*611 (a) met, Other activities require further planning.
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Description of the Currently Proposed NAFCREP Lending Program
A. General

As shown in the Financial Analysis the NAFCREP lending program
is a significant part of TRDB's total development outreach at present
and would be expanded in this Project. However, as is also pointed
out, several lending sectors of the Bank (especially the most problem-
atic) would be phased down or have become fuliy disbursed (as is the
case with several cld IDA programs). The total projected lending out-
reach of the Bank and the NAFCREP program {s showr. in Table 1.

TABLE i: TOTAL TRDB LOAN DISBURSEMENT VOLUME AND NAFCREP DISBURSEMENT
VOLUME 1978/79 THROUGH 1985/86

1978/79 79/80 80/81 81/82 82/83 83/84 B84/85 85/86
(Millions of TSh)

Total TRDB 175.7 193.3 232.4 269.0 305.8 343.4 364.7 406.5
NAFCREPS/ 33.5 40.0 52,1 74,2 90.1 101.0 11l.6 123.4
7% NAFCREP 19 21 23 28 29 29 31 30

a/ Excludes seasonal inputs except hand tools. Totals, including
seasonal inputs beginning 1980/81 are: 84.5; 120.5; 149.2; 177.4;
198.1; 221.3; totalling 951.0 :

NAFCREP seasonal lending is for seasonal inputs including seeds,
fertilizer, pesticides and hand tools. Term loans are currently
provided for a variety of activities. Table 2 summarizes the kinds
of loans, foreign exchange costs and the number of villages reached
by the program.

The six-year lending program requires abon $71 million U.S. for
providing loans to villages (580 million TSh)=’ of which $50 million

1/ All discussions exclude seasonal inputs except for hand tools. If
included total NAFCREP equals $116, comprised of $56.4 million for
seasonal loans, including seasonal inputs ($45.1 million) and hand
tools, $11.3 million, The remaining $59.6 is for term loans. See
Schedule A attached to this Annex. AID contribution to NAFCREP is
297, if geasonal inputs included.
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TABLE 2: SUMMARY OF NAFCREP BY CATEGORY, NUMBER OF VILLAGE LOANS AND
FOREIGN EXCHANGE REQUIRED - 1980/81 THROUGH 1.85/86

Number of Amount of Foreign Exchange Required

Category New Villages Total ($000) Per Village
Hand Tools 18, 480 b/ 11,270 $ 610
Food Processing 2,902 23,160 $7,980
Oxen Plows/Carts 960 3,765 $1,960
Village Service Center 1,063 2,770 $2,605
Machinery/Transport 159 5,900 +32,965
Experimental Planning
Activities Unknown 3,500 a/ N/A
TOTAL 8,084 &/ 50,365

a/ An estimated $3.5 million is required over the life of Project. AID
will provide $§ .5 million in Phase I and may provide additional funds
in Phase II based on the in-depth evaluation scheduled at the end
of Phase I.

b/ Number of new loans. The number of new villages is about 3,000.

¢/ * Includes 3,000 for new villages for hand tool lending.

* * * %* * * * * * * %* *

is foreign exchange. USAID proposed assistance of $30 million would
supply 607 of the FX or about 427 of total funds required for NAFCREP
lending. The balance of the FX would be provided through other sources
now available or anticipated to become available during the next seven
years. The TSh of $21 million equivalent (plus $45 million equivalent
for seasonal inputs) would come from TRDB's own funds or through short-
term or long-term Bank of Tanzania refinancing through the Rural Finance
Fund which has been arranged but not used to date. In addition, the
program will mobilize about $40.0 milljon in village capital and human
resources for preductive activities,

Further details of NAFCREP lending are included in Schedule A, B,
and C of this Annex. They provide the following information:
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Schedule A - Year by year summary of:

- number of units to be supplied;
cost per unit;

= loans in Tanzanian shillings;

- foreign exchange required to support loans;

- sources of foreign exchange; and

« total foreign exchange for local manufactures
of tools, ox carts and plows and other lending
portfolios.,

Scheduie B - Total NAFCREP Program in U.S. dollars including:

- total foreign exchange;
- total local currency; and
- total loans.

Schedule € - Number of villages:

- by year;

- by loan portfolio;

- in each activity;

- added each year; and
- total new villages,

Important criteria used in planning the USAID assistance to the
NAFCREP Program and embodied in the Project were as follows:

1. Seasonal inputs such as chemical fertilizers and insecticides were
excluded from direct assistance because an acceptable level of confi-
dence had not been achieved in the first three years of lending under
the Agriculture Credit Project (621-0117). The bensficial impact cf
these on production is still uncertain in many areas and their environ-
mental impact not yet fully determined. Purther work in farming
systems technology packages is needed and verification through research
of their beneficial impact.

2. Resources are provided to diversify and expand assistance for rural
development which are critical to productivity and profitability at
the village level, especially those with proven investment benefit.

The term loan assistance is directed to areas of proven technology and
economic benefit in production, processing and marketing to assure the
Tanzanian farmers will be able to exercise a greater degree of control
over the production, processing and marketing and thus the real return
to the family labor. This approach also capitalizes on the comple-
mentarity of the technologies.
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3. Lending is country-wide to those clients (villages, individuals

or groups of individuals) that have the capacity to successfully carry
out the Project. Approximately 857% of all TRDB loans made presently
are to villages. Individual fixed assets will not be financed except
to the extent that the use-right of the asset received is part of a
larger system (irrigation) or in those few instances where a villags
requests in writing that the economic activity be carried out by a
farmer or group of farmers on behalf of the village (e.g., blacksmiths).
This approach will assure that fixed assets such as godowns and grain-
mills will be for the open and unrestricted use of residents of the
borrowing village,

4, The NAFCREP program will use TRDB lending policy, procedures,
criteria, loan supervision, accounting and other necessary resources.
These were studied during the final evaluation of the present Project
and during the new Project design and found to be generally sound,
adequate and in accord with prudent credit management and the TanGov
agricultural sector strategy. Project appraisal techniques, if anything,
are too verbose and sophisticated for practical and efficient use in
the countryside, During and through the IDA and USAID projects these
policies, procedures, forms and criteria will be reviewed, refined,
simplified where possible and made more appropriate for the size and
type of loan made.

5. Criteria should not rigidly differentiate between cash and food
crops. A more important criteria for rural development is the impact
of the activity on overall farm production and productivity. Lending
activities for AID financing have been selected in this manner.

6. NAFCREP lending activities need to be expanded and flexibility is
required to wisely use foreign exchange resources. Throughout the

life of project new activities should be reviewed and added to NAFCREP
if satisfactory planning, testing and evaluation indicate new areas

of profitable lending. Such activities Wwill be added by reducing AID
support to other activities. The first three years of the Project will
allow TRDB and AID to gain experience. The Phase II plan will present
an opportunity to restructure NAFCREP, program additional funds for
planning or undertaking major lending expansion into new areas, such

as seasonal inputs, a selected geographic zone, etc.

Lending Policy

A condition precedent to disbursement of the grant for commodity
imports will be for TRDB to prepare and submit to ATD a set of policies,
criteria and procedures for NAFCREP. The currsnt policies are
sumnarized in Table 3, These are generally satisfactory to AID, how-
ever, more simple appraisal procedures are needed.
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As loan appraisal policies, credit policy or other procedures
are revised in relation to any AID-financed activities, TRDB will
advise AID by submitting such in the form of a Project implementation
letter. The USAID Mission Director with appropriate advice will
review thiese and make a determination as to whether such changes
present any significant deviation from the general guidelines a&s now
appxoved.

Borrower Eligibility and Loan Size

A. Borrowers

The AID-financed commodities may be used for lending to the fol-
lowing borrowers:

1. to villages through village councils;

2. to village committee-sponsored activities with council approval;

3. to individual farmers with holdings of 1C hectar+s or less,
providing the village council provides its endorsement of
the application; or

4, groups of farmers, providing the village council provides its
endorsement of the application.

B. Rights of Use

All Aid-financed loans involving fixed assets such as service
centers and grain mill installations will be for the open and unrestricted
use of residents of the borrowing village., Normally, individual fixed
assets will not be financed for individuals except in those instances
where a village requests that the economic activity be carried out by
an individual or by a group on behalf of the village. In all cases,
loan requests must be made by the village council or village assembly.

C. Loan Size

Limits will be determined as a function of the types of sub-project
in question. In the case of maize mills, for example, TSh 100,000
(512,000) is considered the maximum for the first year with an infla-
tion factor added thercafter. In most cases, at least 207 of the total
cost of the project will be contributed by the village in the form of
labor or locally available materials. Tools are exemt from this
requirement.



TABLE 3

Loan Type

Hand Tools

NAFCREP LENDING POLICY AND ELIGIBILITY

Eligibility
Registered

/ Villages and Individual farmers
borrowing from the
village

Loan Purpose

Purchase of hand tools

Required
Borrower Input

None

Credit
Standing

Good financial
statement with a
good credit record
w/previous lending
if any, and w/NBC
for history of
village borrowings
and an NBC Bank Acct.

Maize mills and
other focd
processing units

Registered village w/recommenda-
tion and statement of need and
plans from Village assembly;
cooperative society; groups of

Construction materials,
engines, mill, bagse
frames and other machines
or equipment including

Borrower provides
the building plus
about 207 of the
cash equity

Same as above

Oxen plows,
carts

villageg; or individuals with spare parts
village apprcval.
Registered

/Villages or farmer borrower with .

larger units or who wish to do
custom work

Plows, carts

Minimum of 25%
of total cost

Same as above

Other small
industry

Same 13 for Maize mills.

Building materials, labor,
equipment, machines and

Minimum of 25%
of total cost

other spe:ific items needed

up to 75% of total cost of
Project

Same as above

Village Service
Center

Registered Village w/recommenda-
tions and statement of need and
plans from village assembly
cooperative society or groups
of villages.

Construction materials such
steel bars, pails, cement,

as:
framing, specialized labor
and other.

Normal capacity
approx.200 tons for godowns,
meeting room for up to 2-300
people, offices for 3-4, shop.

Min’ -~ of
25% .otal
cost . ;mally

in form of

site prepara-
tion, local °
materials and

Same as sbove

self-help labor.

Tractors or farm
machinery and
other vehicles
for transport

(eg buses, lorries)

Registered villages with adequate
hectares under communal/individual

production and transport need;
Cooperative society or groups of
villag=s.

Communal farming and rental

of equipment; services to

Minimum of

Same as above

25% of total cost

individuals; Village transport

to markets of inputs and
produce



Loan Terms and
Interest Rate

Treated as seasonal loans;

Appraisal and-*

Reviews required Market Survey

Regional Loan Committee can Indication of need and

%NNEXgI-G
Management see
Collateral Capability
Nere Village leadership must

due in one y®ar upon currently approve up to TSh desire to own by village Required demonstxate capability
marketing of crops. Int. 200,000 per village for inputs. members or village of managing the proposed
747 added at beginning of Head Office Committee Review assembly desire to form project. Consider past
loan for one year. appraisal factors a pool for use of tools performance, access to
by members quality extension and
technical advisors,
36 monthly payments Regional Loan Committee and/or Village assembly indica- Lien on ability of village
starting two months after Head Office Management Loans tion of need is a key Machines manager and/or book-
the mill is in operation. Committee. Reg. L, Comm. can factor, also amount and keeper to maintain
Int. rate amcrtized at presently approve up to TSh of use that is projected Equip- adequate records ond
7%% 1if loan is to a 300,000 when fully secured and realistically ment of Chairman to motivate
village assured participation in the
support of the project.
(Normally Regional Loan Committee)
3-5 year amortized loans Loans to 1n§1vidua18 must go Indication of need by Lien on
tailored to the borrowers to head office for zappraisal village members as above, Purchased
income pattern. Int, and approval or if loan to a an individual who wants Item or See above
747 for Villages village is over 200,000 it also to do custom work Machine
must be approved at Head Off. could be eligible
3 £
Same as above Same as above Same as above Same as above See above
Amortized over 10-15 years; Regional Loan Committee and/or Need must be indicated Lien on the
repayment schedule may be Head Office Management Loans by amounts of crops for movable loan
tailored to borrower Committee, Reg. L. Comm. can which storage is8 needed; items; assign- See above
income pattern; 1lst pay- presently approve up to TSh historic crop sales. ment of crop
ment due within 2 years 300,000 when fully secured levy and lien
of comnitment. Int. rate on previously
7%%. financed maize
mill or other
36-60 amortized monthly ° Review and appraisal by Requires a careful review Lien on
payments starting the 2nd specialist in Operations Dept, of needs and desire of 2urchased item
month after the unit is in of TRDB & approval at approp- village members and sound or Machine Sce above
operation »r annual payment rizte level based on loan size indication that there is
if more nearly matched by and whether or not it is a loan a sufficient market for
income pattern. to a village. the end product and capa-

bility to manage and utilize

the tractor or transport
effectively.
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The Process for USAID-Supplied FY.

AID grant funds for lending will be expended in the form of off-
shore procurement of either manufactured items for delivery on credit
to villages or of raw materials to be utiliZed in the fabrication or
construction of items to be lent in kind. 1In the case of the former,
such items as grain mill engines, plows, farm implements, machinery,
pumps, etc., will be imported and channeled through both private and
public distributors in Tanzania.l/ With respect to most raw materials
(steel plate for mills, iron and other material for farm implements)
these will be imported through the loca' manufacturzr or distributor,
as the case may be, but could when needed be imported by the TRDB
directly. Construction materials (cement, mails, etc.) will be impor-
ted directly by the Bank and distributed to the borrowing villages
for supervised building of godowns, mill housings, and other structures.

Past experience has established the following arrangements:

1. Machinery Services (a local distributor for Unilever) arranges
port clearance and receives the Lister engines, steel for mills and
base frames, V-belts, pulleys and spare parts., They assemble, test,
inspect and box the units for TRDB delivery. TRDB pays Machinery
Services for the value added and in turn makes a loan for the cost

of the commodities used and the value added services. Loan repayments
in local currency are used for financing other lending activities.

2. For raw materials for hand tools, oxen implements and carts several
public and private firms will be used including Ubungy Farm Implements
(a government parastatal corporation); University of Dar es Salaam,
Faculty of Engineering in their machinery manufacturing unit now

being started for village blacksmiths; Arusha Regional Development
Program, a USAID-sponsored program which includes small-scale indus-
tries manufacturing. 1In the case of UFI the steel is provided.

UFI doubles the value of the steel import by producing the tools,
carts, etc. Half (r the value of the steel) of the manufactured equip-
ment is then provided to TRD3 for lending. The remainder is distributed
to the RIC's or other local larm suppliers for cash and carry sale.
Reflows to TRDB from loan repayments are again used to finance further
lending.

l/ See Annex I-E for Waivers. In most cases private distributors
will be used as they are better able to insure the success of the
program by providing adequate storage, assembly, supportive manu-
facturing, testing, repairing and delivery.
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3. 1In the case of cement and other construction materials, TRDB
receives, stores and delivers these directly to villages.

4, Por farm machinery, such as tractors, items will be imported
directly by TRDB or local dealerships for Massey Ferguson, Inter-
national Harvester, John Deere, Caterpillar or Ford. (See Waivers
contained in Annex I-E.)

Repayments in local currency by villages for those items or
portions of items financed with foreign exchange may be utilized by
the TRDB as the need arises for further NAFCREP lending. Attempting
to control AID rollover in terms of specific portfolios is not practi-
cal nor worth the administrative burden that would be entailed. In
all probability, most recuperations will probably go to seasonal crop
production.

In terms of the actual flow of activities involved in the procure-
ment process, Figure 1 illustrates the scheme envisioned.

The flow of funds implied by the activities is illustrated in
Figure 2. It will be noted that U.S. dollars never actually enter
Tanzania, which will save a substantial amount of time currently spent
in obtaining AID-supplied foreign exchange from the National Treasury.
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(Flow of Activities)
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with collection schedules
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ASSUMPTIONS AND COMPUTATIONS

The following assumptions were used in preparation of Schedule A,
It i{s complicated and requires careful study to understand how the
number were computed.

A. General

1. The exchange rates assumed in these computations are:
1 British Pound Sterling = U.S. $2.30
1 U.S., § = 8,2 Tanzanian Shillings (TSh)

2. Changes in Pound/Dollar exchange rate could enhance or adversely
affect the numbers of units provided in the food processing category.
Since all USAID FX contribution is scheduled to be used in procurament
from sbroad, changes in the $/TSh exchange does not materially affect
the outreach of the NAFCREP program, Should the TSh be devalued, it
could result in a larger TSh component requirement for the program
which is currently possible through TRDB/BOT arrangements,

All duties and taxes are exempt on items procured by a donor from
outgide TX sources, This will be confirmed in a condition precedent
to Project disbursement for the commodities.

Other specific assumptions for each loan category are as follows:

B. Hand Tools

1. Costs shown are 20% of total input loans projectad for the TRDB-
NAFCREP program which 1s the amount required for purchase of steel and
other products obtained abroad and used by local manufactuers in the
manufacture of hand tools and hand implements, (It is doubtful that

a significant amount of this requirement will be available without the
Project because of anticipated lack of foreign exchange.)

2. Because only items procured abroad are included in the amounts
shown, 1007 of amount shown is foreign exchange requirement. (An
approximate equal amount of value would be added to the raw material
by local manufactures in making final products.) It is also projected
that half of the finished tools would be procured and distributed on
loan basis through TRDB (the other half through RTC's on cash sale
basis)., The TSh shown 1is also the amount then of TRDB loans made for
liand tools.
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3. All loans for hand tools and hand implements are seasonal loans
{one year or less).

4. The "No. Units" shown is the tons of steel which would be procured
from the FX computed at $750 per ton CIF sius 10% inflation per year.

C. Pood Prncessing

1. Eighty percent of number of units provided are maize mills and
207 are rice hullers.

2., Of the number of units of maize mills, 50% are 25-HP water cooled;
25% are 25-HP air cooled; and 25% are 16-HP air cooled or are electric

motor with starter.

3. Ratio of foreign exchange cost to total cost average 674 for maize
mills and 807 for hullers. Average for all units combined is then 70%.

4. Foreign exchange costs consist of the engine, V-belts, pulleys,
spare parts, hulling machines and steel for base frame and manufacture
of grain mill,

5. Local costs consist of port and handling charges (2%7 of value),

' manufacture of base frame,
assembly of mill, final assembly, testing, packing and transporting
to TRDB client. The client is responsible for construction of suitable
housing for unit and installation.,

6. Diesel engines are all Lister in make; electric motors are 220v.,
50-cycle, 1500 RPM, completely enclosed. (No «lectric motors are
financed by USAID FX grant.,)

7. Inflation of 157 per year is used in computation of costs. This
is the current figure actually used in U,K. (source of many loan items)
and is slightly less thau the current rate in Tanzania.

8. The 1980/81 cost of TSh 52,000/= per unit is based on current
quotations which are vaid until September 1980.

9. All food processing loans are on a monthly payment plan and 36-month
payout with the first payment due the second month the unit is in
operation.

D. Oxen Plow/Cart and Motorized Machinery and Transport

1. The cost and quantity are expressed on a per unit basis. Each unit
is 400 oxen plows or axen carts (without oxen); or one medium-sized
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tractor with appropriate implements; or one seven-ton truck; or two
small pickup trucks; or 1/4 of the total cost of a caterpillar tractor.

2. All costs cre expressed on a duty free and tax free basis with
the first year of program cost per unit TSh 200,000.

3. Foreign exchange requirements are almost 1007 total cost in this
lending category and therefore 100% was used in computing. Essentially
1007 of the cost of trucks, tractors, implements, and caterpillars
brought in duty and tax free is a foreign exchange cost. The TSh 500/=
per ox plow or ox cart cost used in this computation is the cost of
imported steel and other products used in their manufacture at in-country
manufacturers. Note: In 1979/80 there were no trucks, tractors or
caterpillars being brought in by TRDB for NAFCREP or by any of the

local suppliers for whom TRDB could purchase in TSh for a client because
of the foreign exchange problems. All machinery financed by TRDB for
1979/80 is oxen plows and motorized equipment/transport which had been
procured orior to the foreign exchange restruction,

4. Inflation of 10% per year is used in computation of costs. It is

assumed that through competitive bidding on appropriate makes and

.- models for Tanzania that costs can be held to 10% increase per unit per
year on motorized machinery and transport, :

5. All machinery and transport are 3 - 5-year loans on a payout schedule
tailored to fit the horrowers' anticipated income patterns.

E. Village Service Centers

1. 1Inflation of 107 per year is used in computation of costs. It is
felt that this would be relatively correct for the types of non-
differentiated goods required in this portfolio. Base year 1980/81 price
is computed to be 78,000 Tsh per unit average.

2. Ratio of foreign exchange cost to total cost would be 457 average
for all areas of the country is all of the following were imported. How-
ever, a limited supply of some items are available locally, The assump-
tion is made that we would be able to obtain more items locally each
year as shown in the following chart.

3. All village service center loans include a godown of approximately
200-ton capacity constructed of appropriate local materials to the

maximum extent possible and built by the villages on a self-help basis
with the loan being used only to procure needed construciion materisl.
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% of

Total Loan 1980/81 81/82 82/83 83/84 84/85 85/86

To%al Foreign Exchange

as 7 of Total

Godown Cost .- 35 28 26 24 12 12
Cement 1/ 22 80 50 40 30 15 15
Iron Sheets 11 50 50 50 50 20 20
Nails 2/ 3 60 60 60 60 60 60

Iron Bars, Welded Meshes,

1

2/

Binding Wires, Etc. 9 100 100 100 100 50 50

Import declines because of Tanga and Mbeya cement factories coming into
production.

Import lead-headed nails -- other made locally.

4, All Village Service Center loans have a grace period of approximately
2 years in which materials are being provided and construction is being
carried out. When the structure is completed, the loan is then amortized
to include accrued interest over a ¥ -year period with repayment

tailored to fit the borrowers' income pattem, Note: In several
regions, the storage loan program has been temporarily halted even

though many villages are ready to build their godown with an already
approved TRDB loan due to lack of cement, corrugated iron sheets, nails
and other materials.



HAFCREP LENDING ARD FORETGH FXCHANGE REQUIREMENTS 1980/81 THROUGH 1985/86

USAID FY 81 FY 82 FY 83 FY B84 FY 85 ry 86

TRDB 1980/81 1981/82 1982/83 1983/84 1984/85 1985/86 1. 0 T &4 L

No. Anount Amount No. Amount Amount No. Amgunt Amount No. Amount Amount Mo, Amcunt  Amount Ro. Amount Amount [N Amouat f—

Units T.Shs K Units T.Shs $ FX Units T.Shs $ FX Units T.Shs S FX Unfts T.She Srx Units T.Shs $rc Unite T.5he '

(000) (000) (000)  (000) (000) (000) (000) (000) (000) (000) (000) {000) (000) (000)
a/
Hand Tools, tons 1,320 8,150 990 1,638 11,09 1,350 1,918 14,290 1,740 2,071 16,960 2,070 2,175 19,600 2,390 2,260 22,400 2,730 11,382 92,4% 11,270
cost/unlt; % FX ton 6.15 100 | ton 6.77 100 | ton 7.45 100 { ton 8,19 100 | ton 9.01 100 toa 9.91 100 ton 100
Food Proce!Qng 539 28,040 2,390 677 39,950 3,410 652 44,320 3,780 617 48,130 4,110 589 53,000 4,520 563 58,000 4,930 3,637 271,440 23,160
cost/unlt; FX 52 70 59 70 68 70 18 70 90 10 10} 10 0
e .
Oxen I’lm;hl/c“tl—/ 20 4,000 488 20 4,400 537 20 4,840 590 20 5,320 649 20 5,860 715 20 6,440 ms 120 30,860 3,764
No. ploughs/Carts; 8,000 200 100 8,000 220 100 8,000 242 100 8,000 266 100 8,000 29 100 8,000 322 100 48,000 100
cost/unit; b/%, FX .
Village Service Center/ 132 10,310 450 174 15,000 510 179 17,000 540 190 20,000 590 191 22,000 320 197 25,000 30 1,06) 109,310 2,770
cost/unit; b/; T FX 78 35 8¢ 28 95 26 . 108 24 115 12 127 12
Machlnery/Transport 8 1,600 195 17 3,740 456 40 9,680 1,180 40 10,640 1,298 38 11,134 1,358 36 11,592 1,44 179 48,386 3, %01
cost/unit;B/i 1Fx b/ 200 100 220 100 242 100 266 100 293 100 322 100 100
4

Experimental l.endlnr/ b 4 -0- X 250 X 250 X 1,000 ) 4 1,000 X 1,000 X 3,500
tToTrarLs d/ 52,100 4,503 74,180 6,513 90,130 8,080 101,050 9,717 111,594 10,303 123,432 11,249 552,486 30,)48
Total Provided by USAID -0- 3,000 -0- 3,666 -0- 3,334 -0- 6,666 -0- 6,666 -D- 6,668 -0- 0,000
Total Provided by TIDD‘/ 27,500 1,3%03 44,119 2,847 62,791 4,746 46,389 3,051 56,933 3,637 68,754 4,581 306,486 20,743
And/Or Other Donors
Total Raw Materiale for‘l 12,150 1,478 15,490 1,887 19,130 2,330 22,280 2,719 25,460 13,105 28,840 3,515 123,150 13,0
handtools and oxen
ploughs/carts

o Assumed 1001 of FX used to procure rew materials for manufacture of handtoole and oxen ploughs/csrts. TRDS would be paid T.She. smount shown for the rav materials and then § of [inlehed E%a
~
~
> -4
)
»

goods vould be financed with TRDB loans also equal to amouat T.Shs. ehown,
b/ See sssumptions for explantion of units.

¢/ tmber of units are projected on basic core storage unit. See Engineeing Analysis c d/ (Cont,) Remaining $3.0 to be mobilized by TRDB and/or provided by ALD after Fhase 1
(Annex I1-H) for projections on add on facilities for VSC. is evaluated.

d/ An unknown smount of TSh would be required {n combination with the FX for Experimental - &/ The TSh smount shown includes the estimated mmount of FX » -t column required to
lending depending on the types of loans made. Because the amount is unknown and could be provided by TRDB and/or other donors to supplemen’ USAID  grent funde.

wvary greately it is omitted from the table. Total TRDB loans does not include $3.5
million for planning of which $ .5 million to be provided in 1980-83.



HAFGKEP TUTAL LENDIRS INCLUDING FORE1GN EXCHANGE AND LOCAL CURRENCY REQUIREMENTS - 1980/81 - 1985/86
(5000's) 2

purtfolic FY 81 (1980/81) FY 82 (1981/82) 83 (1982/83 FY 84 (1983/84) Y 85 (1984/85)
¥Y 66 (1985/86) v
1c FI Total I K Total c [ Total ac FX Total LC ¥  TYotal MO X Y=ial 1c v:& Total

. Seasvnal loaus

- Ag Tupuls (includes
seed, fertilizer,

pesticldes) 3960 b/~ 3960 5400 b/ 5400 6960 b/ 6960 8280 b 8280 9550 5080
- Hand Tools e/ 990 &/ 990/ e/ 1350 1350 e/ 1740 1740 e/ 207({1 2070 </ 23%{1 ;;g 109:(/: 27% “Zig “03{/) uz':tl; :un
Sub-Total 3960 990 4950 5400 1350 6750 6960 1740  B700 8280 2070 10350 9560 2390 11950 10920 2730 13650 45080 11270  34)%0
» Tesw loans
- Fuud Processing 1030 2390 3420 1460 3410 4810 1620 3780 5400 1 )
;Yo Processiug 2 e 420 % e oo 20 T % 75.(_) I.z;g 52;3 1&0 4;;3 u;;g 2120 1.9£ 7070 99310 23160 33090
- Village Sexvice - ? 780 -- 3770 7N
Centers 820 440 1260 1315 510 1825 1530 540 2070 1876 590
-Machinery/Transporc ——— 195 195 -- 455 455 -- 1180 1180 - 1300 f:g 2]?(.1 1;:3 f:zg 271? 1::3 mg 10393 :;(:2 l:;:;
- planning —--e eam- o= e/ 250 250 -- 250 250 -~ 1000 1000 1000 1000 1000 1000 3 3
il oo 250 20 R o et - -- -- 500 300
) Su:;':u:nl ;::z ::l: 2:;:: 2775 5165 7940 3150 6340 9490 3630 7650 11280 4290 7920 12210 4830 8510 13340 20525 39100 59623
TUTAL NAFCKEP 5810 4505 8175 6515 14690 10110 (8080 8190
10315 8175 6515 14690 10110 (8080 8190 11910 9720 21630 13850 10310 24160 15750 11260 26990 6560% 5037 113973
TUTAL AID 3000 3000 3600 3600 3400 3400
TOTAL TRDB 5810 1505 7315 Bl17s 2915 11090 10110 4680 14790 6800 6800 6600 6600 6600 6600 30000 30000
/ All Eigures rounded to nearest 1.000. 11910 2920 14830 13850 3710 17590 15750 4640 203%0 65605 20370 83973

. / TauSeed imports sume hybrids. TRDB is able to purchase with shillinge. All costs showm as LC.

./ UF1 value udded 50%, TRDS gets half of tools, plows, carts for lending, thus racovering FX costs
i Shillings. Remaining 50% sold cash and carry by RIC, etc.

I/ 202 of total seasunal louns

1/ Not huown, Estimate at 507 of total coscts.

1 srrpenos
0-1 TRMNY



NUMBER OF VILLAGES ASSISTED BY NAFCREP PROGRAM

JULY 1977 THRU JUNE 1987

CATECGCORY 1977/78 1978/1979 1979/80 1980/81 1981/82 1982/83 1983/84 1984785 1985786 Total 6 year Project
1. Haud Tools (s.asuual)y 550 788 860 1,630 2,218 2,858 3,392 3,920 4,480 18,498
(Loans & Cash Purchase)
2. ‘fura Loans:
Foud l’rwe"lnuy 103 205 306 431 534 522 494 471 450 2,902
3. Ozen Ploughs/Carts (units)
(} unlt =~ 400 ploughs or carts) 10 29 68 160 160 160 160 160 160 960
&4, Village Service Center 11 4 68 132 174 179 190 191 197 1,063
5. Motorized Machinery 2 7 10 4 9 20 20 14 13 80
6. Rural Transport 2 2 4 & 8 20 20 14 13 79
7. Total Term Luans By Year 128 2417 456 131 885 90} 884 850 833 3,084
8. Uaduplicated number villages-
Term Loans - by year i’ 110 224 347 515 623 622 594 565 543 3,462
9. Total Village Loans Granted by“l
TROB. 1.c. # NAFCREP Loans
Processed 678 1,035 1,316 1,546 1,994 2,330 2,580 2,810 3,073
10. New Villages Reached vlthél
firat TRUB NAFCREP Losn 9
(10 befure 1977/78) 224 389 369 5917 756 808 833 863 898
1l. Accumulative New Villages se: ved [Y;
with NAFCREP (10 before 1977/78) 234 623 992 1,589 2,345 3,153 3,986 4,849 5,747-
e o ot oo OIS SO . e mmee—m——m
1/ Includes hundtoola for cash crop production. Assuvwes average of 10,000 f,5ks.loan per village served, § of which is FI. Soms handtools procured on cash basis
by users through RTCs or other sources dJuriog 1980/81 and after - wone before.
2/ Assuames 202 of units sre rice hullers and all villages which receive also get maize mill. (Total units - 207).
1
3/ Ausumes all villages which get village service center will aso get a food processing unit and § of the oxen ploughs/carts, motorized machinery and rural
teansport. [#2 + % (#3 + 5 + 6)]
f‘l Assumes onc-half of an villages receiving handtools are on TRDB Loan basis (% of #1 + #7) after 1979/80 - All before. gé
3/ Awrumes ali term_loans made are to villages which receive food processing units and 20% of villages reached with TRDB RAFCREP handtool losns are new first g
loan villages E¥ of #1) x 207 + lZﬂ (Based on research of TRDB cash and food crop lending programs). . :Z
(3]
6/

May

If Tanzania reaches a projectad 9,000 registered villages in 1985/86, TRDB would have reached 641 of total with NAFCREP loans.
villages would be reached with handtools for cash purchase and by other TRi#B loan programs.

13, 1980,

Additionally many more
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REFERENCE GUIDE TO PROJECT PAPER AND SUMMARY
OF PLANNING AND ANALYSIS

Planning activities including cost estimates, technical feasi-
bility, financial and eccnomic analyses and engineering plans have
been completed and support the recommendation that the life of Project
AID funds in the amount of $44,200,000 may be authorized and

obligated. Table 1, presented below, designates applicable sections
- of the Project Paper and Annexes which contain the analyses comple-
ted as required by section 611 (a) of the Foreign Assistance Act,
It is provided as & guidance for AID/W personnel in locating those
items of particular interest for Project review and authorization.

Table 2 summarizes the financial planning completed and references
applicable portions of the Project Proposal and Annexes.
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TABLE 1: SUMMARY PLANNING AND RECOMMENDED AUTHORIZATION

Inputs/Activity Relevant Sections of PP Cost ($000,000
Technical Assistance Part II.P and III.P of PP for 3.9

description. Part II1.G of PP and Annex
II-1 for costs

Training Same as above 2,6
Commodities for TRDB 2.8
- Construction Cost estimates, Plans, Draft Far agree-
of staff ment in Annex II-H
housing
- Vehicles Vehicle plan is contained in Annex II-F.
Justification for waiver is contained in
Annex I-E
Sub-Total 9.3
Contingency and Inflation 4.9
Commodities for Part III.B, III.C of Project Paper contains 30.0

NAFCREP the technical and economic analyses summaries.
4 Annexes II-B and II-C contain the detailed
analyses. Annex I-G contains the detailed
description of NAFCREP, numbers of villages,
costs of all items.

Diesel Engines Justification for waiver is contained in
Annex I-E.

Village Service Engineering plans and analysis are contained
Centers in Annex II-H.

- Machinery and Justification for waiver is contained in
Transport Annex I-E.

Raw Materials No waivers required.

Planning 611 (a) not applicable. Annex II-A contains

Activities an illustrative list of types of planning
activities. The technical analysis and
Part II.C and II. F.3 of the Project Paper
contains further details.

TOTAL $44.2
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TABLE 2: PINANCIAL PLANNING
Informaticn Reference
Institutional Inputs Summary Part II.G of Project Paper
Institutional Inputs Detailed Costs Annex II-I
Size of NAFCREP Part III-G of Project Paper
and Annex II-G
Cost of NAFCREP Part II.F.3 of Project Paper
and Annex I-G
Total Project Cost Table 12 in Project Paper
Estimated Total Expenditures Table 13 in Project Paper
AID Summary of Expenditures Table 14 in Project Paper
TanGov Contributions Table 15 in Project Paper
AID Obligation Schedule Part III~I of Project Paper

and Table 16 in Project Paper
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INITIAL ENVIRONMENTAL EXAMINATION

Project Location

Project Title

First Fiscal Year Funding
Life of Project

IEE Prepared by

Gifoﬁmeﬁral’ﬁétiﬁn*
Recommended

Concurrence

Assistant Administrator's
Decision

United Republic of Tanzania

Resources for Village Production and
Income

FY 80  $4,275,000
FY 1980-86 $45,000,000

USAID/T/CDPO
March 11, 1980

H NéghﬁivefDéférminaﬁibn»

Q_i«.._,._,(,@w f///’Zfa

James E. Williams Date
Mission Director

Approved: /6 /4 C%ﬁ getiny
A »

/

Disapproved:

Date: A?(;ﬁ?‘%v

I. Examination of Nature, Scope and Magnitude of Environmental Impacts

The proposed project recommends the following project activities:
(1) technical assistance, training and commodities for the Tanzania

Rural Development Bank;

(2) construction of four staff houses in

Dar es Salaam; (3) the financing of the foreign exchange component

of selected commodities which will be provided to borrowing villages
on credit. The first activity, by its nature, will not have any
impact on the environment and will improve the capability of TRDB

to select agricultural inputs which are appropriate and profitable

in Tanzania. (See Technical and Institutional Analyses, Annexes II-R

and II-F.)

AFR/DR/SDP, J. Hesteri l_éﬁ 5/1/50
GC/AFR, G. Lecce /30///5
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The construction of houses will take place in Dsr es Salaem and
will conform to standard Govermment of Tanzania specifications.
Boueing sites will be allocated by the Ministry of Lands, Housing
and Urban Development and will be in conformance with the Dar es
Salasam City Council Master Plan. This activity may have some short-
term negative effects, such as creation of dust during construction,
but in the long term will not significantly affect the environment.
The houses will be serviced by the city water system, Septic tanks
with soil absorption systems and waste disposal facilities will be
provided at each site with Project funds.

The components of the Project which may impact on the environ-
ment are the commodities to be provided under the Project. These
are described below:

A. Equipment for Village Food Processing

Maize mills will be one of the principal commodities financed
under this activity. The villagers will provide buildings for the
mills using locally-made bricks or other building material and gal-
vanized iron roof sheeting. AID will finance the import of the engines
for the mills. The mills are to be located near other service facili-
ties such as the village store, CQM offices, or schools, with the
view of providing ready accessibility, and will replace the need for
hand pounding maize, which 1is now done by women. The maize mills
will have a beneficial social impact in that they will free women
from the arduous and time-consuming task of hand pounding. This,
in turn, will allow village women time for more procictive activities.
(See Social Soundness Analysis, Annex II-D.) The machines will be
powered by diesel fuel and require only about 6.4 pints per hour
for the 16 horsepower engine and 10 pints per hour for the 25 horse-
power engine. Sixteen liters and 4 liters of lubricating oil are
required for each 24-hour period of operation for the 16 H.P. and
25 H.P. engines, respectively. Fuel waste is therefore minimal and
would not significantly affect the environment.

B. Village Service Centers

These units are to serve as multi-purpose units providing space
for offices for village officials, adult education classes, a village
meeting center, a cooperative store which will provide agricultural
inputs, consumer gouds and crop input storage facilities. The building
itself will be built of a maximum of suitable local materials (such
as bricks) and TRDB will provide financing for cement, nails and
roofing material. Like the mills, they will be located in the village
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center close .£o other service facilities. The activities that will
occur at the centers ire environmentally neutral except for the
storage of crops and crop inputs. Crop and crop input losses resul-
ting from insect and rodent damage and spoilage are severe problems
in Tanzsnia. It is estimated that up to 207 of crops and inputs,
pationwide, are lost to such damsge. Given the problems of recur-
ring food shoritagee, ditficulty of transpcit to move crops from
farms to merkets, and the inacequacy of traditional storage facili-
ties, this activity wili -ontribute to savings in the national
economy.

The unavailability of consumer goods is believed to be a contri-
buting factor to low agricultural productivits, Without available
retail commodities there is little incentive for farmers to try to
increase production, The availability of agriculture inputs under
the project and r¢ :ail commodities in village stores through finan-
cing by the National Bank of Commerce should help relieve this
problem.

It is planned that additional puvrposes of the.c buildings will
be defined by the village and that those activities which are
perceived as mwst beneficial wili ke initl.ced first. As the social-
econonic enviromment changes, the services of these centers will
be expanded. This project activity will be further explored in
Phase I and an increase in lending for the service centers may be
recommended for Phase II.

C. Transport, Equipment and Machinery

This activity consists of two lending components designed
to provide financing for: (1) farm machinery, such as tractors,
harrows, trailers and plows; (2) small trucks for hauling village
inpucrs, crops, etc.; {3) animal-drawn plows and carts. Loans for
machinery are projected to take less than 207 of the grant. These
loans will be made fo the villages mither on a village communal loan
basis or through the village to individual small farmers ox groups
of farmers. Either way, most of the machinery will be provided
for individual use. lending will be based on a careful appraisal
of village need and ability to effectively utilize the equipment.
Since tthe number of non-animal drawn units planned will provide
equipment for only about 150 villages, the impact on the physical
environment will be negligible. This activity will also allow
comparison of cosis and benefits of animal-drawn equipment also
provided under this sector of lending,
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In many parts of Tanzania livestock are held as stores of wealth,
There is little incentive to limit the size of ones herd, Thus
animals, when not used, affect the natural ecological environment by
leading to over grazing and increased soill erosion. The use of
oxen for farming is being actively promoted by government extension
officers, Increased use of animal .traction is both an opportunity
for increasing productivity through intensification and extenaifi-
cation of land use and for safeguarding the environment, Low
productivity often results from inability to prepare land for plants
prior to the beginning of the rains, and i1avor shorgtages are frequent
during this busy time of the agricultural season, The use of animal
traction will increase villagers' ability to prepare land and is not
reliant on the availability of spares and fuel, In addition, the
use of ox-drawn carts will encourage easier movement of crops from
fields to village godowns, It is projected that 48,000 oxen plows
or carts will be made available in the six years,

These activities will not have any significant impact on the
physicel environment,

D. Farm Implements

Improved tools of good quality are in high demand but are not
available »>r a regular basis, These tools are similar to traditional
tools but ure of improved quality and thus last longer. During
Phase I, tcols already in vse will be made available, and additional
tools will be developed, This activity will be beneficial since it
will enable farmers to more efficiently utilize their labor;
however, since the technology does not represent a departure from
current practices, it will not significantly affect the environment,
The procedures for adding lending activities 1is described below.

E, Planning Activities

Throughout the Project new lending areas will be identified
and tested, These activities will be targeted primarily in the lower
altitude areas of Tanzania so that TRDR 1s able to expand its services,
These activities could include land improvement and conservation,
investments for new crops, food processing, small~scale irrigation
and appropriate technologies, Funds for these activities represent
about 2% of the total capital grant, This would average a relatively
small amount per activity, For example, ten activities could be
financed at a cost of about $50,000 each. These activities will be
experimental in nature and the intent is to identify their profita-
bility and potential impact on the envirobrent, ZEnvironment is
defined broadly to include an assessment of social, economic and
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physical impact. The activities which prove to be beneficial are
intended to be added to the lending program.

F. Seasonal Inputs

From its own resources, TRDB itself will finance the seasonal
input lending activities (with the exception of hand tools) under
the National Food Credit Program (NAFCREP). The TRDB has agreed to
suspend seasonal lending for all pesticides until an AID Pesticides
Study has been completed. Based on the recommendations of the Study,
a new IEE and perhaps, an Environmental Assessment will be required.

At the present time no procurement or use of any pesticides 1s
contemplated in the project.

I1. Recommendation for Environmental Analysis

It 1s recommended that the identified Project-financed activities
will not have a significant effect on the environment, and therefore
a Negative Determination be made.

The planning activities are limited in scope and will not have
a gignificant impact on the environment. If these activities are
successful and TRDB wishes to seek AID financing for them, an IEE
will be prepared by the Mission prior to expenditure of funds for
the commodities needed for these activities. 1In any case, a new IEE will
be prepared by the Missions which will reflect the recommendations
contained in the AID Pesticide Study. In the event the IEE's result in
a positive determination, one of the following actions will be taken:
(1) an environmental assessment will be performed, the results of the
assessment will be considered in the further design of the activity, and
a decision will be made by TanGov and AID whether to go forward with
the activity, with the decision in writing; or (2) the TanGov and AID
will decide at the outset and prior to the preparation of an EA not to pro-
ceed with the activity. Sufficient alternative lending activities have
already been identified which will not have a significant environmmental
impact and that can be undertaken so that there is no likelihood that
the funds once obligated will remain unexpended.

Clearances: ADO:MFuchs-Carsch (draft)
FLA:REDSO:GBisson (draft)
REDSO/Environmental Officer (draft)

Drafted:CDPO:RMDepp;cp:5/16/80
Redrafted:AFR/EA/T:JVanDenBos:cow:8/11/80
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Initial Environmental Examination - Amendment

Use of four percent endosulfan dust for the control of maize stalk
borers in the Tanzania project "Resources for Village Production
and Income" (621-0155).

Risk/Benefit Analysis

Background

The principal pests of maize in Tanzania are stalk borers which
arc¢ members of the genera Busseola, Chilo and Sesamia. The moths
which are the adults of these borers lay their eggs on the young
plants soon after the maize has sprouted and attack the stalks
and leaves of the growing plants. The borers reach the adult stage
in about 70 days, and the moths of the second generation again lay
their eqggs on the maize plants as they are nearing maturity. The
larvae (borers) then attack the maturing ears of maize. Without
chemical control of the borers by the use of pesticides, losses of
40 to 70 percent or more of the crop are commonplace:

1. The USEPA registration status of endosulfan

Endosulfan is registered without restriction by the USEPA for use on
maize. At the present time it is not subject to any EPA regulatory action
and EPA confirms that no regulatory action is under consideration. A
tolerance of 0.2 p.p.m. for endosulfan on maize has been cstablished by EPA

2. Basis for the selection of the pesticide.

Date provided by Tanzania Research and Development Board,
Kilimo and Dr. George Schaeffers, Cornell University, who visited
Tanzania in early 1980 indicated that the following pesticide
formulations have been used in Tanzania for the control of stalk
borers and that they have been found to be effective for this
purpose:

5 percent DDT dust
4 percent endosulfan dust
3 percent endosulfan granules

In consul:ation with the Government of Tanzania agreement
has been reached to use only 4 percent endosulfan dust for the
control of stalk borers at this time. The available evidence does
not provide any evidence of the relative effectiveness of 4 percent
endosulfan dust versus 3 percent endosulfan granules nor does it
provide any evidence of the relative effectiveness of concentrations
of less than 4 percent endosulfan dust. These are questions which
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will be examined by a team of specialists who will be sent to
Tanzania in late 1980 to prepare a revised risk/benefit analysis
and IEE, if so indicated.

Evidence is also available that a wide variety of pesticides
were tested for stalk borer control during 1977 by persons associated
with the Tanzania Seed Multiplication Project (621-0092). These
pesticides included thiodan, furadan Sevin malathion, fenitrothion,
diazinon,dipterex, dimcron and nuvieron (See exhibit 3 of the
Tanzania Seed Multiplication Project Paper Revision, approved
January 1, 1978). While the results of these evaluations are not
available at this time for incorporation herein, it is logical to
assume that the use of 4 percent endosulfan dust as currently
requested by the Government of Tanzania is the direct result of
these earlier evaluations, an assumption which will be confirmed
or rejected by the specialist team referred to above.

3. The extent to which the proposed pesticide use is part of
an 1lintegrated pest management program.

In addition to stalk borers, maize streak virus, transmitted by
leaf hoppers, is a significant problem in Tanzania. Although furadan
has been found to be effective for the control of this disease, its
cost is prohibitive. Hence a CIMMYT team has concentrated its efforts
on a breeding program to develop genetic resistance with a target date
for release of resistant varieties in 1983, In the meantime research
on cultivation practices shows that ridging can reduce moisture
content and susceptibility to leaf hopper attack. 1In addition, research
is currently underway at ICIPE tc develop maize strains which are
resistant to stalk borers and the results of this research, if success-
ful, will be incorporated in the Tanzania project at a later date. The
current status of the ICIPE research will also be examined by the
specialist team referred to in paragraph 2, above.

4. The proposed method or -methods of application including
availability of appropriate application and safety equipment

No information available at this time except that the proposed
rate of application is 10-12 kg. of 4 percent dust per hectare. This
aspect will be examined by the team of specialists referred to in
paragraph 2 above, and they will make appropriate recommendations.

5. Acute or ong term toxicological hazards and measures available
to minimlze such hazards

Although the technical grade material is relatively toxic -to
rats in alcohol and aqueous suspensions and in oil, the formulation
proposed for use in the project, 4 percent dust, will provide no
significant toxic hazard to users, providing label precautions are
followed. Although endosulfan is highly toxic to fish, the proposed
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pattern of use, as a dust on maize, will not result in significant
exposure of fish.

6. Effectiveness of the requested pesticide for the proposed
uses.

See para 2, above

7. Compatibility of the proposed pesticide with target and non
target ecosystems.

Definitive data is not available at this time. However,
relative to DDT, the pesticide which was originally proposed for use
in this project, endosulfan has a much narrower spectrum of
effectiveness and is relatively non-persistent. Hence endosulfan
will be much more compatible than DDT with both the target and non-
target ecosystems.

8. The conditions under which the pesticide is to be used.

The pesticide use will be confined to maize fields under
tropical conditions. Hence there will be no 51gn1f1cant exposure
of non-target flora and fauna and since endosulfan is relatively
less-persistent there will be no significant accumulation in =oil.
Furthermore, the tropical conditions under which it will be used
will lead to more rapid degradation of endosulfan residues than
in more temperate regions.

9. Availability and effectiveness of other pesticide or
non-chemical control methods.

See paras 2 and 3 above

10. The requesting country's ability to reqgulate or control
the distribution, storage, use and disposal of the pesticide

See pg 22 of Project Paper

1l1. The provisions made for training users and applicators

Same as para 10 above

12. The provisions made for monitoring the use and effectiveness
of the pesticide

Same as para 10, above

In summary, based on the information currently available the
benefits which will accrue from the use of endosulfan for the
control of maize stalk borers in terms of reduction of pre-harvest
losses significantly outweigh the human toxicological and
environmental hazards associated with this use.
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Based on the information presented above, I conclude that the
proposed action is not a major action which will significantly affect
the human environment.

Drafted by:DS/AGR:FWhittemore:8/8/80





