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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 Develop~ent 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 pr0ductive 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 belf-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 ann rural development program. 
First is an organizational phase in which villages are identified, settled 
and registered. Education and traini.lg 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 ar.d monitoring the implementation 
of agrarian reform. All of the 8,700 villares 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. 
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The third phase is a productive phase in which new technologies, re
SO'lrces, 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 agricu~tura1 
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 t~chnica1 assistance to TRDB since 1974 to strengthen 
staff capabilities, 0perations, 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. In 
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 
inlports 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 financial 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 fro~ $14.2 million, 
the sum indicated throughout the Project Paper, to $15.0 million to cover 
additional c0~tingencies, inflation, and the full time services of a 
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procurement advisor to be assigned to TRDB ear1y in the six month pre
implementation plMse, 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 
Tanzania and other donor assistance to TRDB. In addition to the proc~re
ment advisor, the institutional grant will fund three long-term technic
cians: 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 a180 p~ovide 187 person months of 
short-term technical and professional services; long-term training for 
32 p~rticipants; short-term training for 40 participants; funds for in
country seminars and workshopq; 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 
corrunitted from other sources. Specifically, AID's contributions to the 
project under both the institutional and capital grants are as follows: 

($ Mill ions) 

1980 LOP 
1. Commodities La 33.7 

a. capital grant (0.0) (30.0) 
b. institutional grant (1. 8) (J.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 insti.tutional analyses. These have been reviewed by 
the Africa Bureau and found to meet all the requirements of Sec. 6ll(a) 
of the Foreign Assistance Act. The project nas no implications with respect 
to human rights. 
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The amended Initial Environmental Examination (lEE) for the Project 
Paper (lEE) (Tab B) has been approved. Although some pesticide use is 
contemplated in the project, the lEE recommends a negative unresolved 
determination based on the understanding that an environmental assessment 
on pesticide~ 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 pest ic ide 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. In order to encourage the utiliza
tion of environmentally safe pesticides in Tanzania, 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 recommendatbns under the NAFCREP program before any capital grant 
funds will be disoursed 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 
con tained h Annex I-E of the Proj ect Paper (tabbed "waiven,") 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 en~ines 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 waiver to permit the pro
curement of up to one hundred and fifty (150) Honda or Yamaha 
90-125 CC motorcycles with 10 percent ~pare parts manufactured 
in Japan; 

(4) a source/origin waiver 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. 
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(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 pcoject is scheduled to run seven years, from 
~he signing of the Project Agreement through the PACD. It is 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
j ect manager in the Mission will be Michael Fuchs-I:arsch and Julie Wolff 
will be the Project Officer in AFR/DR. Congress WdS notified regarding this 
project on August 8, 1980 advising c r an initial obligation of $4,275,000 
for fiscal year 1980. The waiting 1 dod expires on August 22, 1980. 

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

Clearances: ;: 
AFR/DR/EAP:SCole ~ 
AFR/EA:BKline ~ Date~~~T-__ _ 
GC/ AFR : EDr agon---'~I£T=:--/}"7O;b-:--------Da t e 

GC:NHolmes IvL II ~;l b@ Date==::::~::=~= 
AAA/PPC/PDPR: SK1,.ein l-!1{' Date 
AFR/DR: NCohen ~w~ ~-I ~ Da te-~-+-'1r4-+.-=":"'--
AAA/AFR/OR:Jl.JKoehring h,~9 oate==~~-=-~~~-___ -

.cl' DAA/ A FR : WHNo r t h _---'-~-'--tl-'-") _____ Da t e_,,+-,-=-+->J.O.. __ 
AFR/DR/ARD:HJones (draft) 
AFR/OR/EHR:GCorinaldi(draft) 
AFR/DR/SDP:JHester (draft) 
AFR/DR/ENG :LEldridge (dra.f.....;t;..,c-) __ 
AFR/DP:JMartin (draft' 
COM/ALI:WGill (draft) r .~ 

I (h~" 
Drafted:AFR/EA/USAID/Tanzania:Mdtt~~Carsch;GC/AFR:BBarrington, 

Coordinating ~ice:AFR/DR/EAP:X2b286: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. Pursu~nt to Section 101 of the Foreign Assistance Act of 1961, as amended, 
I herphy ~uthortze the Resources for Village Production and Income Project 
f0r 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 str~ngthen 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 develo~ment of the Tanzania Rural Develop
ment Bank (TRDB) to 8t!"crlgth:::r;. its persUllllel tiitllls, decentralize and improve 
its operating procedures, and to increase its planning, evaluation, and 
financial management capabilities. For these purp0ses 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 socia-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. e5tablis~ the feasibility and soci~economic soundness of additional 
TRDB lending activities. For this purpose AID will finance technical assistance 
and/or related commodity support for experimental projects seeking 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 c&enants 
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and major cond~tions, to~ether with suc~ other terms and conditions as AID 
may deem appropriate. 

4. a. Source Cind Origin of Goods and Services 

Goods and servir.es, except for ocean shipping, financed by AID under 
the project shall have their source and origin in the Cooperating Country 
or in countrie~ included in AID Geographic Code 941 except as AID may otherwise 
agree in writing. Ocean shipping financed by AID under the project shall, 
except a~ AID may otherwise agree in writing, be financed only on flag 
vessels of the Unitei 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 includeci in the project; 

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

c. an EA or EIS, should the amended lEE require one, is prep~red. 

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

a. authorizing TRDB, or its appointed agents, to dirf.ctly 
import commodities required for the lending program; and, 

b. exempting such cCJ!nmodities 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 ~redit 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 procedurGs 
to the TRDB for instances where the importer receives payment directly or in
directly from the villages for commodIties financed under the Grant; and, 



-3-

(c) 8 plan for improving r~paym~ol and collection rat~H from partl
cipat ing villages and a plan to lnani tor 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 LJrtn and substance satisfactory to AID a detaJ.led 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 cOlrnnitment 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 uny commitment 
documents under the Project Agreement, except to finance the procurement of agreed 
pesticides (Endosulfan), the Cooperating Country shall cause to be furnished,in 
form and substance mutually satisfactory,a'plan for evaluation of the project, 
includin& inter alia, a comprehensive evaluation to take place during year four of 
thp. project to ex,cilnine pr0ject performance and progress in the contex;: of related 
gover.tment polic.:..·_s a" Well dS specific project assumptions, inputs and outputs 
as the basis [or proce~ding 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. 

c. 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 a manner satisfactory to AID, pesticide usage recommendations contained in the 
pesticide study and agreeJ 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; 
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(4) All AID-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 organization~, farmers with holdings of ten hectares or less 
or groups of such farmers and will only be provided to applica~ts having 
vil10ge councilor assembly approval; 

(6) All loans for fixed assets such as buildings will be for the 
unrestrjcted usc 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 Pr.oject 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 rel,uired 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 maximUlil extent pcssible, 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 
n~eded 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 Project Paper, I hereby approve the following 
waivers for the project: 

l! Plan now contained in Annex II-F 
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(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 foreign assistance program; 

(2) a source-origin waiver from Geographic Code 000 to Geographic 
Code 935 and a proprietary procurement waiver to permit tre procurement of 30 
Land Rover motor vehicles with 10 percent parts manufactured in Great Britain 
or Australia. I certify that excluslon 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 GeogrdP~ic 
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, mapufactured 
in Japan. I certifj that exclusion of procurement from Free World countries 
other than the cooperating country and countries included in Code 941 would 
seriouRly 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 waiver 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(i) 
of the F.A.A., as amended; 

(5) a source-origin waiver from Geographic Cude 941 to Geographic Code 
935 and a propriLcary procurement waiver to permit procurement of 35 sma).l 
Lractors 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 
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policy objectives and the objectives of the foreign assistance program. 

tJ~Q.·~~ ~ tor'1ctTn9 

~~ 2. %j ''1&1) 

GjE.-AA/AFR:GTButcher ~-!-,,-,Il~~ ___ D_ate ~~+-i..;..;/£:-fI...::;';_-c __ 
Clearances: f! 
GC:NHolrnes {CC"-f~ Date __ " _' __ _ 
AA/PPC:AShakow Date _____ _ 

Drafted:GC/AFR:~e~e:8/11/80:X29219:pgf 
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NOTE 

This Concise Summary of the Project Description reflects 

changes in the design of the project made during the project 

review process. In the case of inconsistencies between the Pro

ject Paper and the Concise Summary of the Project, the Concise 

Summary of the Project Description should control. 



Concise Summary of the Project Description 

I. Introduction 

A. Project Highlights 

This PP proposes a $45.0 million grant to be disbursed over 
a S0ven year period. The overall objective of the project is to 
provide resources to raise village production an( 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 si~nificant 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 exc1usive1y,in term !/ lending for food croFs. 

The funds will be granted to the GOT and made available, through 
TRDB, to local manufacturers, supp1ie" and villages. 

The project has two, three-year phases and a six months pre
implementation period beginning in Sep~ember 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. In addition to TRDB the major implementing 
agents are 3,000 vi1~ages and several importers, manufacturers and 
distributors of agricultural equipment and inputs in Tanzania. Phase 
II 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. 

!?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 ~ovided. 
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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 ~ajor 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 hal'have 
completed some form of education and training. 

III 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 ccJ.pabilities; 
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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II. 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 totRl lending 
program. In implementing the $30.0 capital grant TRDB's primary role 
will be to facilitate, finance and monitor the flew 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: 

1. village service centers/godowns. 
2. oxen implements and carts. 
3. village grain mills. 
4. village transport. 

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 ~roject. 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 di~tribution. 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 anc 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 project, 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 r~ove 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 S15.0 million. The p.xtra ~nount will finance: procurement of 
pesticide substitutes; a pesticide study; the services of a procure-
ment advisor to be recruited and assiqned to TRDB early in t~e preimple
mentation phase; and, any additional contingencies. 

AID-provided inputs have been specifically identified and 
tailored to complement other AID rural development projects in 
Tanza;1ia and other donor assist~~ce to TRDB. A brief description 
of the four components of the institutional grant will illustrate 
this. 

1. Strengthening the institutional capacity of TRDB 

Five 8utputS are expected to be achieved; these a~e: better 
trained and functioning headquarter and field staff; improved manage
ment and operations procedures; improved financial management; 
iinproved planning and identification of new and profitable loans; and, 
dec2ntralized and more efficient loan approval, supervision and 
collection. 

AID will provide threebng term technicians; they are: a 
regional supervisor ar.d training advisor; a financial management 
adviser; and, a planning advisor. In addition AID will provia~: 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. 
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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 villag~ 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 expanatory 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 village must grow and contribute more to the 
growth of Tanzania's economy th~n 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 closely 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 cornmon 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. 

III. Implementation of the Capital Grant 

For each portfolio of the capital grant the 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 fr- loans under this portfolio. As with other portfolios, 
villages -Iualify when a c.etailed Loan Memorandum has been prepared 
jointly by the village council and TRDB's district loans supervisor 
and approved by 'l'RDB 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-in,plementation 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 use1 to assist villages in operating these service centers 
as needed. 

2. Hand ':!'ools, Oxen Implements and Carts 

The majo~ implemen~ing agent is the Ubungo Far.m 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 Duppliers 
credit mainly from Sweden, Japan and Germany. AID will provide 
$6.8 million to enable UFI to import from the u.S. the stf~el and 
chemicals needed for the production of hand tools. Also, AID will 
provide $3.8 million to UFI and other smaller manufacturers to import 
simila~ materials and products required for producing oxen plows 
and cartb. At TRDB's request AID will open a Letter of Commitment 
with an ~merican bank. UFI through TRDB will open Letters of Credit 
(L/C) in favor of suppliers after solicitations have been approved by 
TRDD and AID. When L/Cs are opened, UFI will deposit in TRDB the 
local currency equivalent of the FX drawnmr each order. UFI and 
other manufacturexswill be responsible for port clearances and 
distribution to their factories. Half of the finished products will 
be distributed for cash sale 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 
purcl,ase fr.om 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 impe1ents and ca.rts 
and about 3,000 villages not now reached will receive hand tools on 
credit under this project. 

Ref10ws 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. ViDage 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 thp grain mills. MSC will 
train village technicians in operating and v ~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 TRDD 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 ' .. -,Ll1 be reached under this portfolio if TRDD is able to 
obtain additional FX from other sources. Local dealers for Massey 
Ferguson, John Deere, Caterpillar and Ford will import and deliver 
equipment to qualifying villages. Payments to TRDD, procurement 
and financial arrangements through TRDD are the same as for MSC and 
will be affected after consultations 4}.,ong 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 ($Mi11ions) 

Phase I Phase II 
80 81 82 83 84 85 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 Budset 

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. 

VI. Environ~ent 

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-imp1ementatio~ phase, AID will arrange for the pre
paration of a Pesticide Study. The Study will analyze the needs for 
pesticides in Tanzania and make recommendations for future pesticide 

ix 



use. A scope of work will be prepared by AID/Wand 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 lEE 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. If 
the lEE recommends preparation of an EA, such will be prepared. 

x 



1. 

RESaJRCES POR VILIAGE PRODUCTICfi 

AND I~CCl£ 

(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 throu~h 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 fer a given 
micro-ecology. 

Do train the clients and villagers. In order to achieve high 
repayments, credit ~sers 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, as 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· .. Jers. 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 pro,ride 
TRDB and villages with the resources needed for both to mutually 
benefit. Toe financial model and analysis indicated the opt~ 
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grant wal $30.0 million to finance raw material Lmports 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 Lmports 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 diesel 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 lendinr; for agricultural inputs such as seeds, 
fertilizers and pesticides. 

AID institutional support is planned to complement ~hat provided by 
other donors including IDA, FAD and DANlDA 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 Coordinatio~ responsible 
for decentralization of the TRDB's lendinE, operations, the Finance 
DirectoraE 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 thp 
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 assis~ance to the 
Finance Department. While these inputs are necessary, they are not 
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• ufficient to Itrttngthen the Bank's ability Co produce financial 
report I and provide financial management advice to the TRDB chair
man. AID vill thus provide one Financial Management Advisor for 
the Ufe of Projec:t. 

Critical to expanding TRDB services is an expanded lending program. 
Necessary to achic!\lement of this output is the diversification of 
the lending portf,:>lio through the identification of new lending 
activities, increlised ability to evaluate the impact of seasonal 
aud term lending, and an understanding of those factors which affect 
repayment rates. AID viII 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 technolog~.es and identify new lending portfolios. Various 
consultants viII be provided to work with TRDB directly or local 
manufacturers or organizations, to assist in evaluating the viability 
of nev lending programs and to provide technical advice. 

A fourth advisor is needed in the fir~t several years of Project 
implementation to help in prn-implementation procurement actions, 
including negotiation of a h09t country contract with the institution 
to provide the technical assisttl.UI.:e and training, commodity procure
ment, and establishing inventory and control mechanisms. 

A life of Project authorization is requested for $44.2 million 
dollars. (Annex 1-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.) 

TABIE 1: SUMMARY OF AID ASSISTANCE 

Institutional Development 

Technical Assistance 
Training 
COIIIIlodities 

Contingency 
Inflation 

Sub-Total 

Sub-Total 
Capital Granta / 
Imports - Sub-Total 

GRAND TO'L"..L 

~/ Inflation included 

($OOO,OOO's) 

3.9 
2.6 

2:..§. 

9.3 

.5 
4.4 

14.2 
, ... 
~ 

$44.2 

http:technologi.es


The implementation period will cover seven years, including one 
year for pre-implementation activities and a six-year program 
period comprised of ~o 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 
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propose any major changes in Project activities or restructuring 
AID's assistance to the lending activities of NAFCREP. Throughout 
the life vf the Project !ROB 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 RED SO , 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 is consistent with 111ssion and TanGov rural development 
objectives. 
The Project is 1a~ge 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 
is national in scope but will focus in areas where TRDB 
assistance is 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 

L. Equity and Beneficiaries - An AID-funded contractor examined 
~ ~ early' NAFCREP lending activities in Mbu1u District of Arusha 
Region.17 She made the following observations: (a) the profita
bility to farmers of seasonal loans was questionable; (b) lack of 
repayment could be partially attributed to competing give-away 

11 Louise Fortman, "Observations on the Mbu1u Small Farmer Food 
Crop Loan Program," April 1978 0 Contrac t No. AID-T-621-78-08. 
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program. of the Government; and (c) relatively better off villages 
(e.s., thole ~loser to roads and towns or in higher productivity areas) 
received a greater proportlon of the loans. The first two problems 
are addr~ssed 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 is essential to achieving Project objectives. We believe 
adequate justifications for these waivers have been prepared in 
consultation with REDSO and AID/w procurement and legal advisors. 
The Mission decided to forward waivers required for the life of 
Project for those commodities which support the Bank, i.e., the 
'vehic1es and motorcycle waivers 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 waivers 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 Te I zania. Other vehicles will be reviewed for 
comparative purchase and operating C0sts prior to purchase of the 
vehicles required in Phase II. If appropriate, waiver requests will 
be submitted to AIO/w at that time. 

4. Recurrent Costs - The budget implications of recurr:nt 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; 

(b) authorization of funds for the life of Project in the 
am~~d 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 waiver 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-l25cc. 
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. 
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II. Project Rationale and Description 

A. Relevance of the Project 

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

The Mission's FY 1982 CDSS and the review by AID/w stresr.ed 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-eco'logi,=al . 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 ad~ition to 
its area development project in Arusha, the Mission plans to imple
ment its agricultural and rural sector assistance under five general 
progr~ 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 proj~ct which provides 
the basis for a coordination among all other e~tivities 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 cat~gory is the 
Farming Systems Research Project. Its objective '1s to coordinate 
work in agricultural research, trainlng and extension by linking 
Ilonga Research Institute more closely to the Faculty of Agriculture; 
to the training institutes of the Ministry of I!rgriculture (KIl.D10); 
to the extension functions of both KILIMO and the Prtme Minister's 
Office (PMO); and to the villages. 

The Project proposed herein is 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 villages more closely 
to the network of institutions with responsibility to provide these 
aervices and functions. 

2. Project Overview 

The p~imary implementing agent of this Project is the Tanzanian Rural 
Development Bank (TRDB) which, in addition to its finance and credit 
function, is now the major distributor to villages of seasonal inputs 
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for food crope 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 in mobilizing village savings and resources; 
(d) supplements village resources by financing the acquisition 

of external resources; and 
(e) guides in the implementation of plans and utilization of 

reSClUrces. 

One of the most important services from farmers' perspective is 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 Tanganyika Farmers Association and the Board 
of Internal Trade with its network of Regional and District Trading 
Corporations ~TC's/DTC's) sell some crop inputs and commodities. 
The trading corporat ions .. ire one of the major distributors of 
machinery, equipment, hand tools and implements. They are supplied 
by the Agricultural and In.dustrial Supply Corporation which imports 
machinery, tractors, and equipment and the Ubungo Farm Implements 
Company which prodJc~s hand tools and animal-dram1 implements. 
Other distributors 2l.J:e several private companies such as Machinery 
Services, K.J. Motors, Riddo~h 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. TRDD 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: 

inadequate physical infrastructure such as village service 
centers, stores and godown8; 
inadequate skilled personnel to manage stores and inventories; 
inadequate 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 Qn 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. 

'nle majo~- objective of this Project is to assist TRDB to overcome 
these constraints. This will be done by supporting TRDB's ~ 
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 us~rs; 
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 anfrnal
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. 

'nlese 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 Hi.ll 
overcome the major constraints to raising production of food and 
cash crops, and, more importantly, village incomes. 

These activities were identified on the basis 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 ~CREP). 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 
loans, 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 villabe 
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 expa~ding the most profitable term 
lending operations to villages under this Project for food or cash 
crops, TRDB is most likely to improve its financial position, especi
ally during the critical six-yea= 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). ThI remaining 
$20 million will be provided in Phase II (1984-1986).-/ 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 basis to importers/suppliers and local 
manufacturers. TIle 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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expend~tures on ~~rted comuodities s~ch as seeds, fertilizer, 
insecticides and pesticides. These village capital investments 
will be financed primarily by TlDB term loans; TRDB will also 
schedule and organize overseas procurement and in-country distri
Lutian 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 forthcoming from 
the Farming Systems Research Project and the results of other 
village trial and d~onstration programs. Once appropriate and 
profitable input packages for food crops are identified, AID will 
recoo1sider financing of seasonal inputs in Phase II. 

3. Relation to Tanzania's Agrarian Reform and Rur~l 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 Tanzania~ 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 bas~c social services and amenities; 
d. training of village leaders, villagers, and village 

functiona~ies; 

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

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

g. investments 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 un~ertakings in village commerce and other income 
generating activities, especia~ly 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-sufficiency and ability to identify, under
take and finance its own development activities without 
party and/or government support. 

Tna stages of the Tanzanian villagization program are broadly 
similar to agrarian reform ~overnents common to Latin American and 
Southeast Asia. However, the Tanzanian model is 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 service~, and infra
structure before villages move into the productive and income 
generating stages. Tanzania's success with villagizati~n is diffi
cult to measure or assess mainly because there is no definition of 
the process and 1.ength of time villages are expected to move through 
and remain in successive stages; nor are the criteria and condition 
defined that would indicate when villages are read~' to move to 
successive stages. tolhile most villages are registered and basit.:ally 
organized (about 7,650 registered 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 "U.:I.ltUaa" 
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 r9spective roles 
of natu,nal and decentralized institutions to support the movement 
are not clearly delineated, defined and agreed upon. In part, this 
problem is due to the numerous institutions and parastatals which, 
even with clearly defined and differentiated roles and responsibili
i:ies, lack the requisite financial and human resources. In part, 
this is also due to the greater degree of pragmatism and flexibility 
followed in operationalizing and interpreting the overall objective 
and intent of reform, especially when considering the poor performance 
of communal farms as well as the present economic and financial 
crises which demanC:s 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 is 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 cle~rly 
defined a program to support and finance infrastructure investments 
essential for promoting village commerce, growth and development. 
AID has been requested to help implement and fund part clf TRDB's 
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NAPCllEP progr_ which 11 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 default 
than de.ire~ 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 v.llue 
to these inputs ar.d 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 processingJmark~ting, villages and farmers 
need facilities to reduce post-harvest losses, to keep larger 
proportions of ha.rvested 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 
Gelf-suZficient. 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 m:>bilized by villagers 
themselves. These ben~fits have been quantified in the economic analysis. 

In the sections that follow, TRDB's NAFCREPprogram will be described 
as well ad the part that is hsrein proposed for AID funding and 
support. 

B. Profect Design Structure 

Figure 1 illustrates 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 th", institu
tions involved in the entire system, the design team asked what 
activities are necessary to these institutions to improve the 
cOlIlIlercial support and delivery system for the i')rovision of produc
tion related goods and .services in the villages. Five end of 
Project conditions were identified as necessa1~ 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; 
tmproved market1~g infrastructure and services in villages; 
and 
tmproved national institutional coordination for effective 
village support. 

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

C. Proje..,£! A1asing 

1. ~'.rent Project 

Tn 1°;~ the USAID provided a grant of $3 million in capital and 
$ .is million in technical assistance to strengthen and Lmprove 
l~B as a rural credit institution and to develop and Lmplement the 
pilot Small Farmer Foqd Crop Loan Program '~FFCLP) in selected 
regions of Tanzania.!! The current Agricultural Credit Project 
(621-0117), for which technical assistance funding ends in Septem
ber 1980, has been successful in achiev~?g (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 teem consists 0f a credit manage
ment and operations advisor and a finance 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 

!I The SFFCLP was eventually merged with the 1M-funded National 
Maize Program to form what is now called the National Food Credit 
Program (NAFCREP). The TSh 20 million grant loan funds provided 
by AID h~ve been totally disbursed. 

'1:/ See the Institutional Analysis Annex II-F and the PES of February 
1980, Annex II-L for description or-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 c~onents, such as the rationalization of input supply; 
and achievement of results in several other related projects. 
'nlerefore a one-year pre-implementation period and two Project 
phases of three years each is recommended.if 

(a) Pre-Implementation: CY 80-81 - During this period several 
critical planning and preparation acth,ities will take place. 'lhese 
include: (1) contractor recruitment; (2) initiation of houeing 
construction, ordering certain commodities including household 
appliances, vehicles; (3) placement of two participants Unmediately 
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 -. 19832 - The bulk of the $15.1 million in resources 
provided in phase I will be evoted to institutional development of the 

prtwary executing agency, the TlDB, and lending in areas where 
feasibility and socio-e~onomic soundness is relatively well established. 
In addition a series of ~tudies and other planning exercises ~dll be 
carried out to establish the technical and economic foundation for 
expansion into new areas of lending and related service acti'lities 
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 inno',ations in lending services developed in Phase I, 
in addition to carrying OQ with the lending activities of ?ha&e I. Although th 
"new direction" type activities envisioned will be ambitious in 
substance (off-fal~ 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 is approved for USAID/ 
Tanzania. 

(d) The Mechanism - The mechanism for Project phasing is 
drawn from the conce~7 used by the Arusha Planning and Village 
Development Project.- The only differences are those of degree 
and timing. In 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. 

11 Part IV contains a complete description of the implementation plan. 
£/ See pp.85-96 and Annex G of AID Project Paper (62l-0l43) for Arusha 

Planning and Village Development, dated July 1978. 
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In addition, sufficient activtties 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 addition to the 
AID-funded portion Jf the NAFCREP portfolio at any time provided 
TRDB provides the necessary analyses and meets the criterie. contail.led 
in Annex I-G. The Mission Director, with advice from REDSO, 
AID/Wand 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 develop~d during the later half 
of Phase I. (See TImplementation 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 is 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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familie.. The Tanzania Rural Development Bank is presently lending 
to around 2,000 villages compri.ed of 700,000 families, or some 
3.5 million F ople. By the end of the pr.oject 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 75% of 
the eligible borrowers per village utilized credit in one form or 
another,ll leading to speculation that NAFCREP 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 details. 

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 ttme for child care or productive activities. Adequate village 
storage will result in a substantial reduction in post-harvest losses, 
now running about 20% 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 Fr.·oject 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 will be tested through the data collection activity of 
this Project II and especially 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. 

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

11 In support of tni~ Project two intensive farm management studies will 
be carried out by two expatriate researchet's (supported by the 
Center for Developm!nt Research in Copenhagen). In addition, a 
series of sample surveys will attempt to capture, among 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. 
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The Project purpose focuses on this need by attempting to improve 
the current system. 

3. Pro lect Purpose .- A Strengthened and Expanded Coumercia.l Support 
and Delivery System for the Provision of Production Related 
Goods and Services to Villages 

At this level the principal assUIb,'tion is that increased availc.bility 
and more effective provisions of required goods and services will, 
in fact, lead to incre3sed productivity and production. A secondary 
assumption would be that farmers actually ~ to produce more. 
This might seem self-evident, but there is some speculation that the 
lack of sufficient consumer retailing activity in the countryside 
n~y contribute to a lack of producer motivation relative to the 
generation of income. This and ancillary hyposheses will b~ tested 
in "village service centers" which will locate more marketing 
functions in the village. 

E. Conditions Expected at End of Project ~OP'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 whi~h are profitable for 
villages because in so doing it 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.I. below.) 

1. Strengthened Institutional Capacity of T?nB to Serve Village 
Financial 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 
owr, resources from which to draw. Also it can now use the redis
cClunt facility of the Bank of Tanzania. 

Other important assumptions concern the institutional co-ordination 
among TRDB,KILIMO, crop authorities and the regional administrations 
relative to the NAFCREP program~1 

11 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 P*rticipat1on and Absorptive Capac~ 

P*rticip&tion and absorptive capacity is defined in terms of mana
gerial, planning, administrative, financial and technical ability 
to receive, ~ffectively 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 
mobtlize these resources. 

3. lxeanded 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, i.e., a rationalization of the present input distribution 
system. The objective is to design and develop a system which will 
be economically sound (i.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 I~) a model will be developed for testing during the 
second phase of the Project. It is 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 prod'lctive use of 
human resources, the provision of incentives for effi~iency, etc.). 
Local integration of supply with extension and trainLlg functions 
are sound in concept and will be designed and tested in the Project.~/ 

17 See Annex II-A for a description of the studies. 

~/ 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. 
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s. 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 PHOj KILIMOj and parastatals, such as NMC. 
These institutions are involved with agricultural extension, research 
and marketing, respectively.i/ There is Rome overlap here also 
with the preceding condition. In terms of characteristics, the 
objective is defined as improved integrated planning and coordination 
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 addresoed) are lacking.~1 

F. petailed Activity Description - Outputs and Inputs 

The Project is 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 is 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. 

J:/ 

1/ 
11 

!il 

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

Five project outputs will lead to the strengthening of TRDB. 
Each is dedicated to a different set of constraints facing the 
Bank in development of its program for decentralization, moderni
zation, diversification and expansion.11 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.~I 

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

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

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 CTRDB and NBC) as well as the Bank of 
Tanzania in terms of its policy role and rediscounting capability. 
See section F.S below for a description of the activity. 
See Institutional Analysis in Annex II-F for a discussion of 
constraints. 
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 10ng- 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 
regional supervision staffs of the Bank. The division, nature 
and scopes of I~ and AID-financed activity will be approxi
mate1yas follows: 

(i) IDA Formal Staff Courses - The I~ assistance 
~ckage for staff training will focus on the improvement and 
expansion of formalized courses of instruction for credit 
supervisors and project officers. The idea is to make these 
courses more practical and relevant to existing 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.i/ 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 proip~t officers and credit supervisors, each of about 
6 weeks in duration, the follow-up course coming about a 
year after the original. Additional refresh~r 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, specialized 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 specialist, 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. Dl general, 
the chief will be. responsible for the design and pxeparation 
ofmaching materia~s, drawing as required on the s~ecia1ized 
advisors in such areas as the preparation and appraisal of 

!/ For analysis of the TRDB current program of instruction, see the 
I~ Staff Appraisal Report of February 1979 for the General Line 
of Credit Project, paragraphs 2.19 - 2.22. 
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agricultural proj~ct9 nnd t~e technology of various crop
ping Iyatems. The team will also develop a series of guide
lines and other training materials as well as assist in thy, 
development cf TRDB's research program as described below.-

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

(ii) 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 I~. In AID's case, the 
long-term technical assistance advisor responsible for regional 
~upervision and decentralization will be located in the 
Directorate of Regional Supervision to assist in preparation 
and tm~entation 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 as they emerge in the course of implementation. 
The advisor will coordinate with the IDA training officer assigned 
to the Training Division.11 

Participant training will be provided in the U.S., Tanzania 
and other developing countries. In 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 n~ed exist& for additional 
training in agricultural economics, extension agronomy, 
agricultural engineering, statistics and planning. Because 
of the already relatively high level of preparation of 

l' Paras. 3.06 - 3.10 of Appraisal report describe the training 
p~ogram, Annex 3 to the report shows an illustrative program of 
course content. 

!' This ties in with training to be provided under the Management 
and Operations Sub-Component and the Inter-Institutional 
Coordination Component, i.e., management and plar~ing method
ology. 
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prof •• ~ional Fersonnel, 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, 1s for two years 
or less and will L~ 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, same of the need can be 
met throuen short courses of 3 to 6 months' duration with 
the USM and U.S. universities offet'ing similar opportu
nities.i/ 

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~ =~ flexible 
in nature. A fair degree of latitude should b~ allowed, 
for example, given the major planning, replanning and 
programming 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 hoot no more than 
ten to twelve persoTl.~ ::i.Lmultaneously to long-term training 
during any o~a operational year. About sixty person-years 
of long-term training is thus the maximum that can be 
tolerated by the Project. 

At pres(~nt there is a need for a minimum of two students with 
2-year A.S. ~:ograms in computer sciences and mechanized 
accounting, and an additional four should receive training to producE 
C.P.A. level personnel. 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 ~dmissions procedures with 
U.S. universities for entrance the following September). 
The U.S. regional supervision and training advisor, in 
consultation with his IM counterpart, will advise on develop-
ment of the plan and selection of trainees and appropriate 
universities. A training plan will also be prepared yearly 

1/ The USM 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 s~veral U.S. uqivei
sities. Also specialized courses in many f~elds ar~ ava~lab e 
such as grain storage, mechanization, small scale ~ndustry 
development, etc. 
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for the short courses contemplated.!! The U.S. Contractor 
vill a180 provide backstopping and coordination services 
for U.S. training. 

Finally, funding is set aside for short-term orientation, 
observation and on-the-job training visits to the U.S. 
(Farm Credit System), the Philippines (Rural Banking System), 
'and selected rural bank operations in Africa. 

(b) Oltput: Improved Management and Operating Procedures 
Within TRDB 

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

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

(i) IDA assistance in organization and methods - As the 
IDA project is structured, a major component is dedicated 
to what is cat1ed "Strengthening TRDB's Organizational 
Structure," the basic thrust of which is to provide tools 
and systems to manegement for more efficient 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 estab1ishj 
ment of a new division within the Development Directorate£ 
specifically dedicated to "~anization and methods. II The 
division is to be responsible for the preparatiotl and 

1/ Two students in accounting ~~d computer science will be sent in 
the spring of 1981 tl1rough dir~ct U':;'\ID placement. While all 
other training will be provided under the tech~ical assistance 
contract, it is necessary to place these students as soon as 
posJible to prepare for the arrival of the I~-financed computer. 
A training plan will not be neeaed for these individuals. Future 
disbursements for training will be dependent on the submission to 
AID Jf training plans. 

1:/ See Institutional Analysis, Anuex II-F for roles, functions, and 
structure of TRDB o~eratio"al 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, practiceq and 
procedures" by which TRDB staff arc to operate.,!.! Provisions 
have been made for recruitment of the Division Chief and 
st,'lff. 

(ii) AID activities in management - While the IDA 
package will concentrate on systems, AID will focus on 
improving the "teChnology of management"~1 within the Bank 
and especially in the field a The approach contemplated 
will build on a base established under the current Project 
through three seminars held in Arusha in February thr.ough 
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 ~ multiplier effect throughout the Bink's 
system and for the benefit of incoming personnel.l 
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 pwgram in 
the' form of short seminars which will emphasize the 
resolution of real problems faced by local managers in the 
day-to··day acmtnistration of their programs c:nd in planning, 
programming and evaluation requirements. 

11 See IDA ~praisal Report, para a 3.15 
II Phrase borrowed fran Practical Concepts, Inc. (PCI) literature 

on management training. 
!I 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 lt~'Jel, 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 sLmilar exercises with district 
personnel. The gene~al 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
e7ident. 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 
institutions will ue essential. 

In support of the activity at a higher level, the Chairman 
and dep:'lrtment heads will be sent t.o the U.S. for short 
ccurses and seminars of the American Management Association, 
and/Dr 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 Lmplement 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 anq may utilize a specialized team of short-term 
advisors.11 If necessary the planni~g team and follow-up 
consulting as~istance will be provided by a sub-con~racted 
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.!! Ongoing implementation will be 
coordinated by the Regional Directorate in cooperation 
with the Planning Division of the Development Directorate.£/ 
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 own. 

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

Other activities wIll contribute to this, especially the 
provision of foreign exchange (FX), raw material imports 
and lending capital by both AID and IDA. In 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, in 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: 

(i) IDA assistance in management information system~/
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 

11 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 sulely to coordinating training 
activities in the field who will counterpart the U.S. advisor. 
In addition, the Chief of the Planning Division, aupported by 
an additional U.S. advisor, will work together with the Regional 
Directorate in the coordination of the planning side of the 
training program. 

~I See paras. 3.13 and 3.14 of Appraisal Report. 
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computer i. to be utilized for & variety of statistical 
and research application., ~proved financial reporting 
and billing and rental t~ for other users. Forty 
person-months of consulting ttme are provided for training 
and development of software. 

(ii) 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 I~ will focus almost entirely 
on systems. The reasons for the proposed overlap are 
c anpe 11 ing. 

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 is using financial statements at all 
at this point (albeit several months late) is a tribute to 
the talents II and energy of the current advisor given: 
(1) that the volume of lending (number of loans) he.s 
increased by a factor of close to 10 in the past 4 years;~1 
(2) that equipment is badly outdated (vintage 1965 NRC 400's 
which are constantly breaking down); and (3) personnel with 
adequate computer science and accounting backgrounds are 
lacking. 

In the face of the above and other obstacles, the current 
advisor was forced to tmprovise and develop a system for 
mechanized accounting utilizing computer time borrowed from 
the National Treasury (one of fO\.'.r functioning computers in 
Tanzania). Acces~/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.~ Adaptation for the new nardware 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 1977178 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 village 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 is fortunate. normally on weekends o~ 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 IDl fundi Ihould proceed rapidly provided that 
per,onnel with adequate accounting and computer backgrounds 
can be brought in. One is now in the U.S. in training, and 
.ix 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 is compounded by the 
multitude of transactions associated with the TRDB's manage
ment of agricultural inputs (procurement, storage and distri
bution). Marketing and repayment relationships with para
stata1s (constantly changing) add another dimension. There 
remains 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 wit~ respect to each other and 
to the retail banking side of thf. 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 uperations 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 int8 account, despite the consulting time 
proposed by the I~, 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 Y8ars of work could be 
undone and key decision could be erron~ous1y made due to 
lack of understanding or mis-informat.ion. Until the auto
mated system envisioned is complete and fully functional, 
a full-time advisor will be critj~al for continuity and 
technical reasons.1f 

AID will provide one full-time advisor fer 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 consultants, it will be the advisor's 
responsibility to assure that the accounting, financial 
reporting and analysis systems are brought up to par with 
the magnituce and complexity of the Bank's operation and 

1f 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 decisions. 

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
zania 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 i" 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, especially 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 associated with 
different geographic regions will have to be taken into 
account. 

Finally, the area of repayments and loan collections will 
V receive special 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: Improved Planning and Decision Making at All 
Levels. 

As stressed throughout, the nature of the -r::;:oject 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 coliection 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 is to these ends that this sub
component is dedicated. The activity will also serve as a 
control mechanism for the phaSing of tha 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) j~prove 

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
gies 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 I~) as well as the Center for Development Research 
in Copenhagen (~NIDA). While the Research Division (where 
IDAl/ and DANI~-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. 
specialist in rural development planning will be provided. 

1/ I~ personnel are the same two advisors described earlier under 
the Staff Development Component (farm management specialist and 
agricultural economist). 



35. 

(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 DANIM. 

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,OOO)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 
staff courses discussed earlier. 

With respect to the AID contribution, assistance will consist 
of short~term consulting inputs, vehicles, ~terials 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 busiaess develop
ment, soils, ecology, etc. These consultants may work for 
TRDB directly or they can provide assistance to such insti
tutions as UFI, AATP, SIDO, PVO's, etc. To the extent 
possibl~, maximum use will be made of Tanzanian and African 
sources of expertise. (A detailed description of proposed 
studies is contained in Annex II-A.) 

(ii) 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 a8s~re that AID analytical requirements 
are met r£lative 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 Unplementation 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 
acti-vities arc expected to be carried out during toe 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. 1be 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 ~dll produce goals, targets and a programming 
of institutiol~l and financial resources consistent with 
both system and village needs accessed during preceeding 
years. Shurter seminars will be held on an annual basis 
to define and detail interim plans. 

The pILl\: ".cllg 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 Phase II funds .11 

]j Also see EVllluntion 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 Resp~~sibility at 
Zone. Regional and District Levels 

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, 
supervision and collections. These outputs will all result 
in part from other activities described earlier. An indis
pensi~le 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 focl".s on 
the entire field structure, its lines of authority and 
responsihility, 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 
assistants for coordination and on-the-job training. Assisting 
them will be r7e 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 

11 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 (I~/AID/FAO). 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 enviSoned, 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, 
restrictions, 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 
Bupervisors 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 Evaluatio~ - 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 "aggres::;ive" tactics for field staff in village education 
activities~1 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 problem. 

!I Note that the extensive client training program is also under the 
direction of the Directorate of Regional Supervision ru1d 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 mar~gement 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. 

2. Component 2: Improving Village Capacity- Client Development 

(a) Outpu~ - 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 Gifferent 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 rapidly 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. 

Thia component recognizes 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 regions for about 500 villages; however, it has 
not had the resources to mount a more extensive training 
effort. The recent TRDB organization c:~anges and staff 
training coupled with mobile training vans and equipment 
from the IDA project and TA from the FAa project give the 
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necessary resources to carry out a much more extensive 
client training program. 

(b) Activities 

Although village training and client development is 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 is 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 PHO. This coop~ra
tion depends on PHO's own ability to support and monitor 
village training programs of other Tanzanian institutions. 
To an important extent, PHO is supported by other donors in 
village training, especially the NORDIC group and its 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 
PHD 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 FAD 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, FAD assistance will not be forthcoming as planned, 
then the TRD Rlase 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. This process has already begun under the 
pres~nt USAID/TRDB credit project as SO TRDB upper- and mid
level staff have recently completed the USAID-sponsored 
Training of Trainers in Management (TTM) course. During the 
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next year 5 zonal Field Tni training seminars, utilizing 
already trained !FDB TIM Trainc'rs, will be held. In 
addition. an Executive Management SeminJr was held for 
top level ~nagement of parastatal institutions to be~in 
necessary inst~.tutional coordination. Both the T'IM and 
EMS concepts and applications will be built on during this 
6-y~ar Project at all levels -- from top management and 
government ufficials through the village. 

3. Component 3: Increasing Investment, Production and Commercial 
Activiti~s in Villages 

(a) Phase I Output! . 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 ~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 vlliages. 

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. 

TABl..~ 2: PROJECTION OF TOTAL TRDB LQ\N DISBURSEMENT VOLUME AND NAFCREP 
DISBURSEMENT VOLUME 1978/79 THROUGH 1985/86 (TSH MILLIONS) 

BASE PHASE I 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 

NAFCREP!./ 33.5 40.0 52.1 74.2 9~.0 101.0 111.6 123.4 

% NAFCREP 19 21 23 28 29 29 31 30 

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

- '" .. - • .. = I: '" = = = 

1/ A detailed description of NAFCREP lending criteria and flow of funds 
is given in Annex I-G. 
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A. shown 1n Table 2 the six-year NAFCREP will disburse about 
TSh 555/ million over the 1980/81 - 1985/86 development 
periodl Of this amount, $50.0 million in foreign exchange 
(FX) !.s required. All of the FX will be spent to finance 
imports of raw materials, equipment and commodities to be 
provided to villages ')n a credit basis, either in finished 
fornl or after additionhl processing in Tanzania. 

Of the total FX requirements of the NAFCREP program, it is 
proposed that AID provide 60% 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 available 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 nank of Tanzania I s Rural Fina~' . .;e Fund. fuis facility 
has been establir,hed 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 I 
are: 

(i) 
(ii) 

(iii) 

seasonal lending for improved h~Ld tools; 
term loans for: oxen ~plements 

grain mills 
villag~ service centers/godowns 
village transport; and 

planning activities lea1ing 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 profita~le package 
of technologies now available and most demanded by villages 
and farmers. These technologl~s serve two major purposes: 

1/ The total cost of the program is estiIr.1.ted 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 ~illion and incremental institutional 
costs are $39.0 million. 
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(a'. they effectively address the major constraints to 
increased agricultural productivity, production and 
marketing; I1nd (b) they address the major infrastructure 
constraints to increased village participation in input 
distribution and product marketing. 

The purp"s'.! of the experimental lending cate60ry is to 
identify, plan and Jemonstrate during Phase I new activities 
in other areas critical to village productivity and profita
bility, especially those of an investment nature and 
requiring term financing. Possibilities include small-scale 
irrigation~; 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 farm 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 ~111 
receive local currency generations in the form of 25% down
payment from qualifying villages upon delivery; and the 
remainde~ over a three-year amotization period. 

Regarding h~nd 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 arrangeu';ent. 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 tn 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 th~ final milling 
units, As with hand tools and oxen implements, TRDB will 
reimburse the supplier for the cost 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 I, cement, 
corrugated iron sheets, 
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naila and other it~s. Only same of these items are now 
available locally dnd most will have to be imported in the 
first few years. Thereafter, a declining proportion 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. 

TBble 3 shows for each lending activity costs; the total 
FX requirements for the NAFCREP portfolios supported by AID; the AID 
contributions to total FX requirements; the total number of 
incremental villages reached by ~FCREP 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 dlso be served with hand tools; and about o~third with 
village service centers/godawns 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 actt-. ity and the village training will prepare villages 
in the optimum use of ~ubsequent term loans for investments 
and/or othe~ seasonal loans and begin the process of village 
transformat~on. 

(c) Phase II Output: (1) The establishment of the analytical 
foundation and a plan for considerin~ a major rural sector 
resource pro~ram &rant; and (2) the replication of lending 
activities 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 fund3. 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 procedllres.) The Phase II plan may include additional 
activities (e.g., those tested and planned in Phase I); a 
reaEocation of AID support among the activities as now 



TABLE 3: Nt\FCREP FOREIGN EXCHA.NGE COSTS. A ID CONTRIBUTIONS AND OUTREACH - PHASE I AND PHASE II 

AID 
Total FX Contribution Number of Villages Reached Total FX 

Lending Categor~ Cost to FX Nt\FCREP AID Co~tlVill.8! 
(U.S.$OOO) (U.S. $000) O.S. $) 

Hand Tools 11,270 6,762 18,50Q!/ 11,OOr/!/ 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 2,710 2,770 1,063 1,063 2,610 

Village Transport 5,901 2,950 179 30 32,970 

Experimental 3 2 500 500 N/A N/A RIA 

TOTAL 50,365 30,000 

!./ 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. 
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planned; or a new thrust in geographic areas or a return 
to financing of seasonal inputs. 

Cd) Phase II - Activities 

Activities in Phase II will be structured on the basis of 
Phase I studies, analysis and lending experience. A variety 
of conclusions will be reached with respect to the relative 
social and economic returns of various types of lending, 
the prospects of succ.ess of a number of new potential 
village enterprises and the possibility of mergmgan 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 ~mall and partial 
scale). Inter-village schemes could also be tested. 

Diversified Rural Enterprise, possibilities include mixed 
farming, retailing ventures, low level service activit~es 
(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 
II 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 ~ups will make decision making that 
much mo=e 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 in much greater depth than heretofore and prepare 
8 solution that is backed by exhaustive and conclusive study.l/ 
It is to this end that this component of the Project is dedicat~d. 
As with lending, the activity is phased to allow for further 
planning and testing. 

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

In Alase 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 c0nsultants (up to 7 person
months) to study the input distribution problem and develop 
recommendations for resolving the situation.£/ In the case 
of AID a similar amount of consulting t~e is provided with 
the following in mind. Nine months of consulting t~e 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. In 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. 

'l11e input dis".:ribution problem is comple x and nationwide. 
It will not be resolved easily, and decisions should not be 
made precipitously. It is felt that in IDA's seven-month. 
study that a small team ~07ill be able to thoroughly research 
and define the problem as well as develop sound recommenda-
t ions for options to pursue. It is doubtful, however, L:h~.t 

it will be possible to carry out the necessary financia: 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 bn~e 
established by the IDA study, will concentrate on the ~e~~i
bility side of the process. Detailed planning: costing, 
engineering 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, 

1/ 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 is 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.~1 
Another concern for the AID analysis will be the appropri-
ate linkage of farm supply operations with research, exten
sion and ext~nsion 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 ~nalysis on AID's part will be to 
have a package of valid pilot projects and schemes for 
testing in Phase II. Thoroughly documented proposals will 
be incorporated in the three-year planning exercise to be 
carried out in mid-19B3, during which the models will be 
reviewed 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) Output: Phase II (1984 - 19B6) - The Principal Output Will 
Be a Tested Alternative Syste~ 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 (L~., cash and carry), 
experirr.ental village managed facilities, the integration of 
'';lpply 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 basically consist of the supervision and 
financing or the pilot Bub-projects discussed above. In 
some cases, these will undoubtedly be carried out in collabora
tion with other projects (existing and ~ew) Ruch as AID's 
Farming Systems Research and Arusha P1<l-:.ning and Village 
Development Projects. In all cases guiding premises will be 
a) maximum village participation and ~) maximum integration 
with essential complementary services. 

!I 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 
!FA. 
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5. Component 'i__ Improving National Institutional Coordination 
For More Et: ect1w! Support of Villages 

As is illustrated by [he preceding sections and the institutional 
analysis (Al1ne>: II-F), there is a vital and continuing need for 
effective inter-institutional coordination relative to effective 
village support. Inter-institutional collaburation is also 
vita 1 to the success of this Project and other efforts of both 
AID and other d,mors. A major constraint, however, has to do with 
the lack of mechanisms &.nd methodology for more effective joint 
decision making and planning. It is to these elements that this 
CL;lIlpOnent i~l adclressed. 

(a) i'utput:: Phase I (1981-l983) - Improved Planning for 
Coordi:lation and Delivery of Services and Goods. 
InnovLlcion will be developed for better linkage and 
integr.ltion of activities. 

The standard d()llOr solution to the problem cf coordination 
is to form ,:or:::nittees. Mere often ~han not, coordinating 
committees :Iuve caused rec:uctions ra\~her than improvements 
in efficiency. In the Tanzania case, the bureaucracy is 
already so cumplex and layered that addi.ng new dimensions 
to the complexity seems counter-productive. What is proposed 
in the ca~1,: of th LS Pr.oject is a s'Cructured approach to 
coordinatio.l, an Jpproach which requires thoughtful analysis, 
timely decLi.on making and professionally guided planning 
and progrllm;ning 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 regional supervision and training 
advisors, drawing as necessary on consulting inputs. 

Detailed planning for the activity will be carried out as 
soon as pOt,:Jible after the AID-funded technical assistance 
contract has been signed. The same plar.:rting mission scheduled 
for the lJ1Llnagement ~raining program will be responsible for 
this in cooperation with the TRDB and concerned agencies. 
Some planning may take pluce earlier as an outgrowth of 
the Arusha ~eminars, EMS and TTM I 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 esta~lished in advance and material distributed 
to define options and points of departure, so that time will 
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will be saved in actL.:.sl ~ ... or;'.ing se!lsions. In some instances, 
suo-groups will be formed to 1lnalyze the component parts of 
larger probll'lns. 

At time;; it ',;ill h· pOS5ibl.~ tIl 1ll11J these sessions in common 
with tho!Je ;) .. :l1l1cd tor tlw 'anagement Training Seminars and 
the'ruj('(' (;senn:h a:1d l<:inning activities descriiwd above; 
at '.'7:her ti: .. : ,; not l>ecJ.u~e of the natu,'e ,)f (he issue or 
muteL'Lul. "':.is will hlve tn hl~ sorted out in the course of 
implemcntlJ.tJ.!1. Fin(~ings, .('Qsoiutions and plans developed 
in tile work:i:i"PS wilJ. be feu into the plnnning process for 
the ?ro jt'('(,S 11 ",ilOLi.; and t:he TRDll. This will be especially 
importanr tu" tlp, three-ycur planning seminar to he held in 
mid-198J. 

In p~'epiJratic)n and s\:pport: ,)[ this component, a nWC1her of 
short: stl!(liL':; " ... i II h, carri ed out adJress,,2d to specific 
inter-insti::utiomL l.ssues (See Planning :.:nd Studies Annex II-A 
for a descri.)ltion cf thl:st:;;dies). Also farm a.nd village 
data and an: .. jsi~J pr,)c1uceJ :)y that activity will have special 
relevance, :':1 pllrtiCi:lar village profile information. The 
computer and TRDB'., :'esearch activities offer an opportunity 
to organize chis C('!n;lonent :.lr0\1l1d the exchange and analyses of 
jointly required infonnatiol1 and data. 

The workshop; must he successful initi.:llly and appealing if 
they are to elmt lii Ie and if busy management and technical 
personnel h~om variolls entities involved are to give up 
valuablf' ti!11c~ to attenJ. Initial planning will be critical, 
theref()re, a.s ,nIl lDgistics, timing and findings. In tenns of 
the lat tel', it is pr,)p08ed that the Project cover the cost 
of workshop:; in te·.cms of t(:chnical assistance and materials 
and that other cos ts :;uch ,,$ conference room rentals, per diem 
in the field, t::avel where necessary be me~ by TRDB and other 
participating institutions. 

(b) Output: Phase II (19134-1986) - A Demonstrated Integrated 
Scheme for the Deliverv of Goods and ServiceQ. A variety 
of secL,ndary ou.::?uts in the fonn of integrated village 
activities (Vill.:lge S~rvice Centers, Stores, etc.) will be 
tested for widespread replication after 1986. TIlis is 
obviously an overlapping output with many of the earlier 
components. 

Seminars .:Jr.d ~.,orkshops will proceed mU'ch 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 enjoyable and exciting for the ;Jarticipants. 

In Phase II mnny of the workshops will focus on pilot 
proJt r i nnd other tests of models developed in the iirst three 
years in order to deal w .. th issues and I)' i tlenecks as they 
emerge. Late in the ProJect, they will Cl)[H.:entrate on the 
development of a plan for planning NAFCREP activities after 
the tel ;Cllnlltion of the AID project. Any donor fellow-on 
activiLi.es should be C0l\ ,idered at this time. 

G. Summary of Inputs 

1. AID Inputs 

The followill. Lables present a summary of AID i .,puts by Project 
component and category of a8sistance. AID will provide technical 
assistance including thret~ :_ong-t,~rm Project advisors for regional 
supervision and training, financ~.:ll management, ami planning; a 
procurement ad,.' lsor; about 180 person-months of U.S. and Tanz.mian 
consultants. Tr..lining activllieD include: two year programs lor 
32 pn·-ri.cipants, short-t,,'l training of about three months' duration 
prilllc.lrily i, credit adr;·d.l1istration and lI\c.lnagement for about 30 persons, 
one month study tours fJr about 1.8 rL'l"sons, and a variety of in-country 
seminars estimated to require abOl:: 25-30 month:: of !.lervices. 
Commodities provided for th8 Project include vehicles and 30% of 
operating costs, training materiels, office supplies anJ equipment 
(including safes, cabinet~ ~nd brief cases for regional offices), 
architectural and e~gineering plans for the houses and Village 
Service Centers, supplies for the Research Department, incluLing 
calculators, and four houses and appliances for the technical assistance 
team. 
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:::npue Dist •.. :meion 
In~titution ... l Coordination 
Procurement 

Sub-ToClll 

Evaluation 
Administra:ivu A •• isC&nt 

Sub-Toed 

TOT.\L 

2-Yr. aD Degree Accounting! 
Computer Sci. 

2-Yr. BSc or HSc in Ag. !::C011., 
Ag. I::agi""aring, StLtisticI, 
Accounci.::'!l, ?lanning, Agronomy,. 
~'1:8naiou 

3 -Mo. IT. S. ~iJOrt Cour9ll 
3-Mo. Third Country ShOTt Courses 
I-Mo Study ','Dun 

TO'n\L 

Seminar,IWo,bhaos· 
(Puson ~I<Y.lr.ha) 

Xana~nt lnd Institutional Coord. 
Input Df.st:,::.butioo 
Ag Ra.earch 

T01l\L 

COIlIIIOd1t i.~ '../ 

3 

3 

3 
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2 3 4 5 6 7 Iotal 

4 12 12 12 12 8 60 
8 12 12 12 12 8 64 
4 12 12 12 12 8 60 
9 12 3 24 

25 48 39 36 36 24 208 

1 1 1 1 
4 6 12 6 
6 12 12 12 
1 1 1 1 

222 
666 

12 3 3 
1 2 

2 

12 40 38 35 

12 

12 

36 99 

2 2 

6 
12 

18 

94 

12 

12 

82 

2 

1 1 
3 3 

12 12 
1 1 
1 1 
6 6 
3 3 
2 1 
2 

31 28 

8 
12 12 

12 20 

;8 71 

5 5 S S 6 
3 3 
3 3 
2 2 

7 IS 13 

6 

6 

3 
1 
1 

5 

6 

6 

3 3 
3 3 
2 2 

IS 14 

3 
1 
1 

5 

2 
1 
1 

4 

3 
3 
2 

8 

1 
1 

2 

6 
37 
66 

6 
8 

30 
24 

6 
4 

187 

14 
60 

74 

469 

6 

26 
IS 
IS 
10 

72 

21 
4 
3 

28 

lb. lise ot commoditias follaw& on fol1av1ng page. 

1/ Input tAbla 1. co.tad in Annu: II-I, Expenditure Budget Tabl.. c-dit:L.. 
* Are al.o 1temized and co.t.d in the footnot.s to the tabl ••• 

All p'non-lIIOnths illu.~ativa, consulting _nth. ara to be u •• d ren: 
orpnhing wrkshops, sam1nars, prov1 d1Di t.chnical. advic. to tIFI 'l;;o othar 
organization8, ro'~&rch, or prcvtding er&ining for TRDB m.chaaics 
~aumarators or other scatf. • 



TABLE 4 (Cant.) 

Comm(>d i t l,' ,)/ 

4 IIOll!Jl:" 

4 $et9 of r~pliances 
3 Cars 
30 L.tn(:rll\·" r:, 
150 :-!ot.lJl·c/cle~; 

Trai:1 j n.; :';:H.l'rials (includ ing 
pllbl i.c<Jt.Lc)'l:;, bind~rs, paper, 
prilltin,.; .mu reproduction 
L'(; II i Dr;)<- 11 t) 

Regional QUict' ECJlliprnc;:t (inclu
ding :;.:111''', cabinets and hrief 
·::ascs) 
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Office Supplies and Equipment 
for Advisors 

Research Enumerators' expenses 
Research Equipment (including 

calculators, camping equip
ment) 

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

Phase I NAFCREP $10.0 million in 
commodi ties 

Phsre II NAFCREP $20.0 million in 
cocmnodities 

1:./ Input Table is costed in Annex II-I, E:qlenditure Budget Tables. 
Commodities are also itemized and costed in the footnotes to the 
tables. 

+ + + + + + + + + + + 

20 IDA Itlpu ts 

The Project description has inte~"oven a discussion of IDA and other 
donor inputs. IDA Inputs are estimated at $13.4 million. Of this 
approximately $6.0 million is a general line of credit which the Bank 
expects to usc lor NAFCREP or other village development lending. 

TABLE 6: 3UMMARY OF IDA INPUTS 

Year 

+ 

Long-Term Technical Assistance 
(Person Months) 1 2 3 ~ 5 6 7 Total 

Chief Training Officer 
Farm ~1':ll1agl!mer~t Spec ial i s l 
Ag Economist 

Sub-Total 
Short-Tcnn Tcchuic.:!l Assistance 

(Person Honth~) 
Input Study 
TraininG ConslIltants 
Organization and Methods 
Management Information 

Sub-Total 
TOTAL 

Commodi ties 
6 Mobile Vans (70% TRDB ana J0% 
Computer and related services 
Furniture and Office Equipment 
Office Construction 

IDA 

12 
12 
12 
36 

8 

16 
15 
39 
75 

operating 

12 12 36 
12 12 36 
12 12 36 
: 5 36 108 

8 

16 16 48 
15 10 40 
31 26 96 
67 62 204 

expenses) 



'D\BLE 7: SUMMARY OF rIY\ COSTS ($000' s)l/ 

Technical Assistance 
Long-Term 
Short Term 

Tra ining l:onsultants 
TRDB Staff 
Vi llnge 

Commoriit:ies 
Computer 
Tn .. r:sport und 'lans 
Furniture 
Local Salaries 
Other, including Offices 

Sub-Total 
Contingency 

Sub-Total 
Inflation 

Sub Total 

Lending ~unds 

TOTAL 

c: 

FX 
1,297 

630 
667 

431 
353 

78 

1,727 
558 
454 

16 

699 

3,455 
346 

3,801 
651 

4,452 

2,429 

6,881 

1/ See Appraisal Report, Annex 2, Table 5 .. c: = 

3. Other Donors 

= 

LC 
782 
616 
166 

154 
120 
34 

.h!J4 
191 
152 

9 
123 
699 

2,110 
211 

2,321 
568 

2,889 

3,644 

6,533 

= = 
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Total 
2,079 
1,246 

833 

585 
473 
112 

2,901 
749 
606 

25 
123 

1,398 

5,565 
557 

6,122 
1,219 

7,341 

6,073 

13,414 

= = 

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

DANIDA is providing two researchers (agriculture economist~ to help 
with the farm management surveys. Total DANI~ assistance is estimated 
to be $250,000. 
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III. Project Analyses 

A. Summary of Plan~~!!8 

1. CompL>tcd Analysis 

nle de:.iipl (',( this Project is based primarily on analyses of 
constraints tu achieveing the Project goal af increased produc-
tivity and productiun at the village level. In addition, institu
tional c(},'c>tr3int5 were analyzed with respect to the delivery of 
resources required for these increases to occur. These are summarized 
in the following sections along with implications of each for Project 
design. 

2. Furth~r Planning and Analvsis 

It is important to emphasize these analyses have been prepared 
based on present knowledge and avai 1.able data. Further testing is 
needed and thus the ProjecL 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 ,.mat is now known and presents plans 
for further planning and anlyses through ongoing impact evaluation 
and data collection activities. (See Annex II-A for description of 
the studies and planning to be undertaken.) The Project is phased 
to provide ojJportuni t:y for redesign and .:tdjustment in implementation 
activities. (See Pz.rt IV Project Implementation and Annex I-G for 
details. ) 

B. Surrnn.'lr~ the Technica 1 Analysis )j 

1. pbjective 

The objertive of this analysis was to explain and demonstrate how 
the technolo~ies to be distributed under the expanded NAFCREP program: 

(a) will address the major constraints to raising agri
cultur~l productivity, production and marketing in 
villages; 

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

(c) will help villages bec0me 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 contlined in Annex II-B. 
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particularly on the effect of villagization on changes in cultiva
tion practices llnd :lgricultural production. It was explained that 
the change from shiftini', agriculture, cha.cacterized by slash and 
burn, to settled q:riculLure called for new cultural practices and 
technologies to rn.:lintain and raise agricultural productivity and 
prociuct Lon. Th,; :.:_option of new techniques and technologies was 
ncce sitJtLd also by new organizations of production. With villagi
zi1ti()11 it ',';cl<; pre~ t·.~neJ that production could be increased, controlled 
and r10\, d throubh ::'nstitutional channels by promoting the use of 
new inputs such a~ f~rtilizers, chemicals (pesticides and herbicides) 
and improv·.'d seed. Tbese inputs \oJere provided to villages first on 
a heuvily /;overnmu·.t subsicized basis and then by TRDB on an in-kind 
credi.t ba .. ; j OJ and i "tended for use on communal or block farms to 
incTf'!ls(: ;2.:ld proc:tlctivity and maintain soil fertility. 

Experience with thIS appro~ch, though successful in some villages, 
has not been promising. There is considerable evidence to support 
that il10st of the i.r,creases in foed crop production since the 1974-75 
drought prriod 11<.J\".: come from individual plots; and much of this 
increase i~ moving throu~h unofficial char~els. Also, there is 
evide:lce that farmers are moving away from villages nearer to their 
individual plots. Government has sanctioned and even accormnodated 
this moverr.ent i.n ;;,)me areat; under a ne~.J policy of "satellization." 

Adjustment by gnvC"11l11cnt to these experiences and changes have 
ushered in a new fJLciod of pragmatism. The recent financial and 
economic c.rit;es unoerscore the fact that Tanzania can not now 
a fford agrarian rc~forrn at the sca Ie and pace previous ly envisaged. 
In a~djtinn to ina~es12t2 FX, the most critical and restraining 
factor is experienced and ,;lei lled personne 1, expecially to implement 
government policif.~" and ~rograms that would have a greater impact 
on productivity and producLion than those of the past. 

Consequently, prodLction is now promoted on all fronts through any 
mean~ possible. In ,jome areas mechanization is being intensified 
on mora! success [u 1 cormnunal or b lock farms. In otr-.er areas animal 
draught power is u.tively promoted.!} In still other a:eas village 
investment in marh.:<.:ing anei processing infrastructure are encouraged 
to prcvide more reliable ~:'rket outlets, redu~~ 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 probl~m in most Areas of Tanzania. 
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is as it hOllld be. At this time Tanzania simply lacks the tech
nologies to gener.:lte dramatic increases in yields per hectare. 
'nle tE:chnologies r.:'at are now being used, e.g., fertilizers, are 
more noteworthy for their high and recurring FX costs than for their 
effects on yields. Therefore, mcch greater emphasis is now given 
to technologies w\lich raise labor productivity and land-labor ratios 
such 11S improved hand tuoL;, Oxen implements, improved see.ds and a 
limited amount of motorized equipment. 

A fina ;3nd rerhaps the most impurtant aspect of pragmatism is the 
emphasis L'n village and fanner training. Villagers, managers and 
functionaries are trained in village commerce, rural enterprise and 
developing rrrultl-I'<lrpL)se village cooperatives. Fanners are being 
trained and encouraged to ;ldopt t.echniques used by the more "produc
tive" farm.:rs within villa.,;es anLi farming systems. This latter 
develor,Il1cnt is e.'ipcciLllly sib'Tlifi.cant since it gives much greater 
scope for tile effective utilizaL.on of the extension service in 
agricultural work than in [he pa.;t. In the earlier phases of vil
lagization and agrdrian reform, c:xtension was used primarily to 
implement village .;ettlcment for which they had little expertise 
and traini.ng. At ::hat tim..; there was much com.ern about the effect 
of traditional extension techniques on the evolution of "progressive" 
fanners and a "rurdl elite." Hmo/ever, with the development of new 
exten::;ion appro3c;',2S .:lnd v'~llager training programs there is now 
much r;reater scop,' for inc"casin;, .:J.gricultural production by bringing 
aver.:J.ge fanners LJ levels ,)f production achieved by the "b0st" 
fanners using tTCl(: '.[iLln11 :.:echno' ogiet. and known prClctices. 

It is in the conte:{t of these development and adjustments to vil
lagization and agrarian j:e~orm that criteria were identified to 
select and evaluate tite technologies to be distributed under this 
Project. 

3. Results and RC~~(1rrrrnendal:ions 

TIle technologies recorrnnendf~d for distribution under the expanded 
NAFCREP program \"e;~e identified, evaluated and selected on the 
basis of three cri~eria in addition to their profitability; these 
are: 

the degree :':0 which the technology would heJ.p to remove 
off- farm c,nstraints to increas ing and safeguarding the 
volumes of r,larketed production; 
the degree [0 which the tl!chnology would help to remove 
on-farm constraints to increasing agricultural productivity 
and expansion in areas cultivated; and 
the foreign exchange c~st 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 tool s - While there ;." now a general shortage of h~nd 
tools in Tanzania·cue to the: lack of torelgn exchange to import 
either raw materiaL, l)t· [~ni.sheJ PlUJUCts, Lhe analysis showed that 
there is a marked prefere,:ce as well as significantneed for hand 
tools) especia 11'1 1·1' hoes or jembes. Preferences depend on loca-
tion, soil conLiiticr,s, the uSer of the i:oe and the type of farm 
operati.Ol' T),:rforrnec.. For example, a lighter jembe with a ~.,ider 

blilde: is Du:fcrrC'd Ly women for we\.!Jing; whereas a heavier jembe 
with a n~rr0wer bla~e ond lunger handle is preferred by men for 
land preparation. Also, oval rather than a round eye is preferred 
which affi::·ws the hLlndlc~ to the blade. The quality of the steel 
is of utmost irJ1,AJrtcmce l(Jr bettcr perfonnance and durability. 
Inferiur IIL'av~,~r jl: .. bct: \.;i.thout J.cL.::quate heat treatment to harden 
the materia. nillst ~requently be replaced within two or three seasons. 
Higher 'llialily jemb,.:.'i arc cL"TIlIIlonly replaced after five or more years. 

For othf!l" ~-·)(d.", Sllcn 06 ;r,achettes, blade length, weight and the 
nature or the clllti.,·.g edge :"re imr···rt.1nl factors of preference. 
There are !1t) kr.ulo/Il ... chnolo!;ies which could alternatively replace 
hand tooL; 111 l'Cil1ZJ:l.LJn agriculturl':. 

b o l}xcnL~lplL'r,.ats and Carts - Hith increased use of oxen for 
cultiV:ltinr .. ;!lId Lr:.:'c;[)()rt and the :'C:lrcity of rx, the demand for 
implements is ill e",,;,oss of local supplies. Preferences for plows 
depenLi on :i'lil Ctll1<i_L i.on~ I topogrd,lhy anLi .:lVail.:tbility of animal 
power. rOl' e:'::li11p k .. Ul Libi.,ter ar.l better conserved soils the 
double mouldboard P LOW is rccollnuenLieLi. On steeper slopes where 
erosion is d probll:::, the single or Liouble furrow plow is preferred 
and reC[JP.1illU1ded in .;pite "t its additional labor requirements for 
lo1eeding. 

Animal-dra\''11 plantc:::s, spikL:-tooth harrows and cultivators are also 
produced locally, 35 are oxen carts; pneumatic wheels are preferred 
for the latter. 

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

The design team, and more importantly the Tanzanian user, consider 
this technGlOgy the most appropriate alternative to raising land
labor n,tios and thereby increasing total output of the fanner. 

c. Grain Mills - The Newman hammer mill used for lnaize grinding 
is manufactured locally; however, materials arc in short supply and 
costs are rising rapidly. ~lternate 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 

http:tLopogra,.hy
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be imported and arc not wide ly rec ~'11!Dended as they have more limited 
usage. ~~L:e~rimkr can also be '_:sed to grind cassava, sorghum, 
millets and other fe·od grains or animal feeds. It is recommended 
that the mi lls llnd hlller:~ t>e powered by Lis ter diesel engines, 
whether water or air c(.()lp.d. For .;;rinders the 25 HP diesel powered 
Lister engine i.~; [lc ommendeu except in a tel.' villages which have 
depcnc:ablc ,·lCd ric supply \OJ;1~re a 20 HP electric motor can be used. 
Fur th':~t~ fL:11 rice l.ullers distributed by this Project either the 
16 HP Li~.tcr diesel or electric 15 HP can be Ilsed. Dle design team 
recorrl!1lCnUCl Lister Er . .':'nes because they are the most corrnnonly used 
engines in rural arLas at present; the local importer has established 
an extensive mainter.ance and training program in operations and 
repair; spares are l'mre easily obtainable; and the imr;:,rter has 
extens i ve experience in assemb ling and packaging the final unit. 

Exper"i.cn'·c i.ndicatc:, that this tech:-lOlogy is the most demanded term 
investment hy the ll. er of I1r.y supp Lied by NAFCREP. Not only does it 
serve to remov ..... on-; arm fZ'I:i~ ly lab,)r constraints, it also signifi
cantly lc~J;i:il!) the :·u:.den Dn \vom~n. ma.kes the village more self
reliant for food or les~ d(pendenL: on the problematic marketing 
and distriht:ti.oI1 sY:,l"cms JIlC' offers a sound financial project for 
beginning viUage development. 

d. Godl1wlls 'l!'. Village Service Centers - The technology consists 
of a l.:ore tlni.t of > (J-tlm stDrage ror crops and inputs which can be 
stored l"itll cr'r:;, ,,-;-i CC' , receiving ancll"eighin'~ 3rea, and normally 
a sepaLltc r,lorn f,Jr'.1wr inputs or supplies which cannot be stored 
with crnps. Tn addi.tion, \v'hen circumstances justify, increase.d 
storage, office:;, :-i t'P ;)r village :nc~eting rooms can be added to 
incre1~(' th~ bcnefit~, appropriateness, and functionality of the 
multi-purp:':;c :;erv1,,' cen::el'. The miniiTlum storage capacity of 
200 tons 10; recuIIlP.1e:·:c!ed t("l r::;·lnce unit :,; torage construction costs 
and turnover reqllirc·J to ju~;tify investment costs. This technology 
is critically in der.:and in those villages which have achieved a 
level of displayed :roductivity in which they can economically 
afford the stnlctur~ and put it to adequate use. Such villages 
presently experienc, very higll post-harvest losses due to the prob
lematic marketing a:-_d transport systems in country. 

All Village Service Ce.nter !) tructures will be built on a self-help 
basis with up to 2 "ears fOi~ construction followed by a £/).,.year 
amortizod loan repu·.'l1lent. A maximum of local materials such as 
burnt bricks, wooden trusses, soil cement and other materials will 
be used. The loan ~mount covers only costs of procured items used 
in construction 311(: hired skilled labor. An extensive engineering 
analysis was prepared and is contained in Annex II-H. 
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e. Village Tra~18port and Tractors - Although t~ere is great 
need and demand for village transport and tractor mechanizab .. on for 
village multi-purpo3e hauling and large acreage farming, there 
are less than 10% of the viilages which can economically justify 
and successfully implement notorized projects of this nature. When 
such Ii vUlage has -:Jeen screened out of the many requests, the need, 
justifi~ation, and ~ppropriateness of the technology to that village 
is v~ .. y strong and the chance of success of project and large econo
-.,.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 spare parts ere 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 clic!1ts but limited to 40-80 HP Mas::;ey-FergusoIl, 
International Harvester, John Deere or Ford and a Caterpillar tractor 
when required to develop village land improvement projects, etc. Normally 
a 45 !IP 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 applicatio~ 
on hand in TRDB, 18 villages specifically requested Massey-FereuRon, 
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 Goverrnnent has staI.dardized for 7-ton trucksl/ 

C. Summary of the Economic Analysis ~/ 

1. Objectives 

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

a. the conditions and recommendations that would maxLmize 
the likelihood that a desired economic benefit stream 
c~~ld result from the NAFCREP program. 

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

!/ 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. 

1/ See complete analysis in Annex II-C. 

http:multi-purpo.3e
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c. the optUnum allocation of the capital grant among 
lending activities within the NAFCREP por~folio. 

2. Methodology 

A simplified, proforma cost-benefit (C-8) calculation was done to 
guide the analysis. The calculation showed that TRDB:s expanded 
NAFCREP operations would have to reach, on average, a'.l aclditional 
475 villages each year during the six-year development phase, .. ·_.~h 
each village increasing the net value ~f its agricultural production 
by a minimum of $17,500 after three yellrs. 11 This increment must 
be sustained over a 20-year projection period to cover total R~FCREP 
costs ($150.0 million) over the six-year development phase, recur
rent costs after the development phase and a 15% rate of return on 
capital investments. 

Based on results of farm budget surveys undertaken by the FAOIIBRD 
cooperative program in 1975 the demand and potential effect on 
village pro 'ction andlor incomes of each lending activity was 
critically examinee. 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 borrowers (villages or individuals). Also the design 
team determi.ne:l 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 p.xample, sum
mar1zed below are the responses to a question on now credit would 
be used by a sample of f:lnners in the Southern :Ughlands. The 
figures represent the percentage responses of rlales and females 
when asked: "How would you use a loan of TS'-, 25, ODD?" 

II 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 fann gate prices as shawn in the Annex. 



"How would you use a loan of TSh 25,0007" 

Expand Farming 
Buy Farm lmple~ents 
Purchase Fertilizer and Chemicals 
Buy cattle 
Start a Business 
Spend on Personal ~se 
Build/Improve House 
Refuse Money 
(not given) 

43 
23 

1 
7 
4 
4 

15 
1 
2 

100 
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Females 

26 
10 

1 
8 
2 
7 

10 
4 

31 
100 

Source: H. Jarvinen, E. Bakke, C.B.Jespersen and A.A. Moody, 
"Southern Highlands Socio-Economic Study," N0RDIC 
Tanzania Agricultura' Project, January 1971. 

+ + + + + + + + + + 

nte high percentage response amongst both males and females to 
use credit for expanded farm operations and purchase of farm imple
mer..ts is noteworthy, especially when compared to the low response 
to purchases of farm fertilizers and chand cals. 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.11 

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 to address these constraints directly; 
_~o 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 

11 "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 LISCO in ?!:"oducrion, given the limits that must be imposed 
by the crop calendar, nature of farm enterprise combinations and 
competing householJ demand:; for women's labor. An additional 
significant benefit derive!> to society when a grain mill is comple
mented by ;: vi llil~" service centr..:r. This is because considerable 
tran:;port savings !:"esult when villages are able to meet their own 
f lour needs throui)lUut the yea~. 

3. I~e~l'll ts and Recormnendations 

The Llnalysis indicated thLlt, as much as practicable, seasonal 
and tenn lending activities should be introdl....:ed simultaneously 
or sequentially in certain villages to promote these potential 
complement3rlties and maximize returns of other or subsequent 
lending activities. The sequence 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 trLlnsport are increased. Also, the analysis 
indicated that in high potential areas the returns to village 
investments in go.lowns/service c':.!nters could be significantly 
increased if villages already made good LIse of a grain mili. An 
important benefit stermning from this complementarity between 
grain mill sand ge,downs 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 god owns are substantial: a 10% reduction in losses of 
grains moved from villages to NMC branch stores in district centers. 
However, the financial returns to villages are marginal. This is 
due to the low levy, TSh 90!~ per ton, which NMC pays villages 
for storing and hundling 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.11 

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

II 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. 

http:introdu.ed
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4. 'nle Siw of the Capital Gran_~ 

'nle economic analysis implies th;Jt there ::'s nothing wrong or 
worrisome if TRDB's awn internal criteria (i.e., financial and 
institutional) override in the derivation of the "optimum" size 
of the capital grant. All term loans yield more than a 15% rate 
of return on villase equ!.ty and total investments. The estimated 
valu.! of gross incremental agricultural production that could 
resu It from each activity alone eas:f.ly covers the Elet increment 
per vill:.u~e required to meet the total cost of this Project. 
The apalysis 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 ex~eption of village 
transport, will be considf'rably less than the foreign exchange 
content of the incremental production that could be generated as 
a result of this program. Two additional factors should also be 
considered to support this concl~sion. 

First, the NAFCREP program will no longer exclude lending for cash 
crop pruduction un..:ler this Projel:t. The improved hand tools, the 
oxen implLrncnts, t;-le Dew land brought under cultivation and the 
freed labor can al L be u!.led in fann activities which farmers 
perceive most profitable. There is nothing about this Project 
or NAFCREP that dictates the a llocation and us(~ 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 area:, '."here traditional export crops also dominate 
a large portion of incremental production will be in the fonn of 
tea, pYI·ethrum, tobacco, cotton and even coffee. This is because 
the pro~uction of cash crops relative to food crops is depencient 
on overall farm productivity, especially when food crop production 
exceeds subsistence requirements. 

Second, TRDB's own experience so far shows that repdym,~nt rates 
for the lending activities proposed under this Project a::::: much 
higher than those for which the cost benefit ratios, especially 
their foreign exchange components, may be more questionable.if 
Also, the lending activities 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 co~t, minimum equity payments of 25% 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 attr~ctive return on borrowers' 
equity for all tenn lending activities. 

1f Fertilizers are an example 
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In sum, the economi~ analysis indicates that the economic return 
to society, the potential and effective deman1 for TRDB's lending 
activities are not likely to be significant or constraining factors 
in detennining the optimum size and scale of opf.!rations proposed 
under the exp::mde:l :i'\FCREP prograr,l. The most constraining factors 
are: the institutLmal capability of TRDB to deliver the technolo
gies to villages; TRDB's ability to effectively supet"'ise the loans; 
and the amount of FX that will be allocated to TRDB to support 
the se le lld ing ope ra t ions. 

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/dl - 1985/86 development period. It is recormnended 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 he 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 roi ll.s 
- oxen implements and carts 
- improved hand tools 

Together the!Je 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 cu~?ared 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 rnces of return to villages and the economy of 
various lend rg activities. 

Table 8 below shows the "optimum" allocations of AID FX contribu
tiuns 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 situatiomwith 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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'mBLE 8: SUMMARY OF USAID CONTRIBUTIONS TO NAFCREP BY LENDING 
CATEGORY 

Total AID Number of New 
Foreign Proportion Reached by: 
I::xchange of Total 
Contribu- AID Contri- AID's Con-

Villages 

Total 
NAFCREP 

Lending Cate~;orv tion bution {%2 tribution Program 
(U.S. $000) 

Seasona 1 Loans 
NA~j (Hand Tools) 6,762.0 22.5 NA!,./ 

~~ans 
a. Grain Hills 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 2,770.0 9.2 1,063 1,063 
d. Village Transport 2,950.0 9.8 80 170 
e. Planning Activities 500.0 ~ NA NA 

TOTAL 30,000.0 100.0 

~/ The total number of loans is 13,500 of which 11,000 will be made through 
AID's contribut~ons. TIJ3 number of new villages =eached by AID~s ~ontri
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 
villa~es reached by the new Project with term loans. 

= = = = = = = = = = 

6. The ReC'..ll'rent Cost Argument 

Table 8 shows the optimal allocation of AID FX contributions derived 
from the perspective of TRD13's desired rate of expansion in its 
NAFCREP program, th~ projected financial returns to villages and 
the returns to the economy :esulting from increased agricultural 
production, as explained in the Annex. However, the allocation 
must also be viewed from the per~?ective of the potential burden 
on the e~onomy considering the possible increased dependency on 
foreign exchange over time. 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. This is 
the classic example of the recurrent cost problem. However, this 
incremental cost must be weighed against the FX content of: 

(a) the incremental product jon and marketing of produce 
that can be attributed to the labor fr~ed by the 
g1.-ain 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 NMe branch stores 
when village godowns are introduced simultaneou&ly 
with grain mills. 

While it is difL.,,:ult to estimate the value of these FX savings, 
the design team believes that they are significantwhen compar,d 
to the FX cost of op~rating and maintaining the grain mills.l 

But the recurrent cost argument must be taken a step further. What 
are the rel:ltive FX cost;;; or alternative milling techniques? Unfor
tunately, there exists very little information now about less costly 
alternatives which are either dramatic improvements over traditional 
technique~ or can generate as much in potential foreign exchange 
savings as diesel powered grain mills. It is important, however, 
that during the developm(;nt 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 portfolins in areas of known return. However, this alloca
tion does not suggest that a different allocation of AID fund~ among 
activities is not desirable if new lending portfolios are further 
planned and tested. $.5 million has been set aside to provide 
technical assistance and ~elated commodities for further planning 
activities to be done throughout the life of Project. Some of the 
possible activities have been described in the Technical Analysis, 
Part III. B. These activities will be planned by TRDB with the 
assistance of the AID-financed planning advisor, and submitted to 
the Mission on a case-by-case basis for review 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 r.ategories outlined in the lending criteria contaLned in 
Annex I-G and must have not more than a 50% 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/vill~ge in reflows of 
flour alone. 
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activities already described (e.g., improved hand grinders). The 
objective is to further plan lending portfolios with a smaller 
foreign exchange component and those wh1.:.~, minimize recurrent 
cost::;. These funds provide TRDB the or.~,ortl ity and incentive 
to further develop lending act ivi ties whic1 1I1 allow diversifi
cation of the MFCREP program and provide !.Ow cost profitable 
technologies for villages. 

Phase IT mc.\y involve adding new portfoliof, such as irrigation and 
land irnprO\"l1lent, a returr, to lending for seasonal inputs or a 
geographic emphasis. Phase II may also require additional plan
ning activities. 'Ihe P'hase II plan may include allocation of 
additional funds for planning activities if additional testing 
and experience is required. 

D. Summar\' Soc ia 1 SOllndnes sAna lys is 1/ 

1. Objectives 

The objectives of this analysis were to determine: 

(a) whe~r the proposed Project was consistent with the 
political and social environments; 

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

(c) ~1O would bet.efit 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 
a'ld interviews with villagers, particularly women members. 

3. Relation to Government Policy 

Development policies in Tan~ania emphasize rural development. Agri
culture is the backbone of the country's economy, contributing 
about 40% of the Gross Domestic Product, but despite the emphasis 

1/ See complete analysis in Annex II-D. 
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for iC5 development, it ha~l not bo:~n a grm.>ing sector. 

Agricultural financing, \"hecher local or foreign, has aimed at 
increasing productivity. One of the major problems, hm.>ever, has 
bee!l 3ctting the inllllts t () [he farmers in terms of materials (e.g., 
seeds, rertil i;>;t~rs, impl,~ments) .'lnd .services, (e. g. J extension 
infor:T>:1'~i:n and tr:1ining). Since the abolition of cooperative 
uni[lT"" ~1!1J prunary societies in 1976, the villages have becoL1e 
multi -PU1'p')Se cooperatives and are expected to arrange the rnar
kecin,~ ()! tll~ir p .. ..:ducts thrcugh their committees. The responsi
bility ,)I ,';lJpplying input:; to the farmers was handed over to the 
crop authurlties, cut their operations have not always been satis
fact,TY. n1t~ Tanz.Jnia Hura 1 [)eve lopment Bank is now the only insti
tution charged with the responsibility of supplying agricultural 
inpllts L,l' r"uo crops to the! fanners. 

4. l~pact of Prcjcct Activities 

Prior to ci1t.' dissolution of cooperatives, TRDB supplied inputs 
through cti0perativ,' unions ::0 Iilcmbcr societies who in turn provided 
chern to fL.lnl1l~rs. '~',w responsibility of distributing inputs to the 
fanners placed an additional burd·~n on the Bank's limited human 
resources. In the absence dE an alternative, the Bank will have to 
continue handlinl; i<lput supply for its borrowers. One of the major 
COllcerns of the Project is to improve food crop input distribution. 
In this directl.o'1 the Project, ir. collaboration with IDA and TRDB, 
will study the inplj[ disL:ribution problem and develop reconnnendations 
for lesolving the 6.ituuti.on and Lest an alternative system. The 
intent is to provide the resources needed to allen., villages to become 
respon:Jihle i'or iniJUt supply throllgl' villC'.ge service center£ and 
village transport. 

The Project in thLe case is a response to problems of input distri
bution and marketirg of produce which have been expressed in reports, 
speeches, papers and verbally. These sources all point out that the 
success of rural credit p~ogram in Tanzania depends to a large 
extent upon tl,l'! pursuit of intensive training programs for the 
office bearers and leaders of registered villages which would form 
the mosL impL"::-i:ant ciltegory of borrowers from the Bank. The Project 
aims to improve village cap~city at the receiving end of the system. 
If the recipient villages are to effectively utilize credit goods 
and ~;erviccs frc;:) 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 inputs 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 provLsi<m c>f ~rllil1 ml~lti ...,iII ,ltlrticlIlarly relieve women of 
burdensome and mvnct,llH1Utl ta3ks of grinding and pounding of maize. 
'nle inputs ~}ug>;estLC i r; ;'\~ase II, : .• e., reforest~tion, land improve
ment and In<1na,;enlt'llt, illtc,;ra!:ion 01 ] ivestock improvement activities. 
and diffusion "f l1pp~()pr ~ etc: technolugies arc all necessary for the 
more i:-:tl':1':~':l' '1!:'; '.::~cn:;;ive I!~e ,": l.:1nd \"hich is necessary to 
incn';l~c! ~rllJ!!Cl;,' .JIlC it'lCl'cnes for iJrIprovement of people's lives 
in til .. : r"lr,"ll "lre~,;. 

The: tr3i:'';..l',,' l,f Tl{]I!,',; l'lilnpuwer anJ the supply of capital to the 
Bank wi 11 c!l.:1b Ie the &Ink to provide more efficient secvices to 
the fanners) LInd U iwvc; a n:ore capable staff to carry out opera
tions in th.. re~i .. ,r, ',i::cj.:1t the headquarters. Other institutions 
too wil J bC!llefit [Lin increased co{)rdination of TRDB activities 
with tho!;c "i' ,'ther l.n!;titution::J. 

The sllcio-cllt\lr.:1i I:' ,"lccl'f'u1:>ility of the corrnnodities proposed for 
financ LIl.j t:i;ru\l~h :~'.fCi{EP is discussed in the d~tailed Annex. None 
of the c();m-,'ltii['lc,;; \"c;re f,,)llllJ to h" L'nacceptable or incompatible 
with exi"t.L.;'lg fanl" ,,,' ,,;yst(':HS or l:.J:C"rrd.ng activities. Each has 
been testeJ in tIll' i,Hot phases of NAFCREP and found to be accept
able. 

5. Constra':"ntoi 

(3) TIle rTI:l)""r c. irn of NAFCREP is to increase village crop pro
duction alld tllL'''vb:' ~:1Crr.1SC: income: anJ improve the standard of well
be ing in the.! 'J i. 11:1 .... ". Iil order to recover loans, emphas is has been 
put on marketpd prcl:tlCe. Other institutions, such as the crop 
authoritie.!'-i, h~l'''e ~lcti.Vi.ti.c:~ aimed at promotin~~ the production of 
crops. Vi ll.:1~;ers d ~'~ Lims r:!v object of a variety of sometimes 
compecing in~luencl'i. Further, these inst_tutions may not fully 
take into aecount Lte go.:>..ls of the villagers. 

(b) Loan reco'i,;ry has been a problem for seasonal crop inputs 
in particular. WhEe there is ii1sufficient data to determine the 
rea~ons 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 il grant; 
the borro'iJer se lis crops through unauthorized channels, 
thereby Dj'-passing the loan recovery mechanism; 
no deductions are made wherl a farmer sells a crop due to 
poor vil]~ge record keerin~; 
village 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 infonnation on the avaV~~bility a:ld 
utilization of resources used in peasant farming. These factors 
include: 

land availnbilit;, fertility and rainfall, distances 
from the homeste3d; 
labor fo;:"ce size, comp1l3ition and utilization; 
capital 3vailabiiity control; 
knowledt;c base f,lr mand<jerial and technical skills; and 
deeis ion makin,\ and control of resources. 

The above constraint:; will he addressed in the Pro~ect through 
the data collection dnd planning activities and the efforts to 
improve in,titutional coordination. Project inputs, both technical 
assistanc~ dnd traj~ing, are flexible in nature and will thus allow 
re{Jrograrruning if nec:essary. 

6. Summar'! of Recor:llnendati,:ns 
i 

(a) c;i\'cn T':ln2Jnia's ever changing policies and priorities, 
the Project shouldlliow maximum flexibility to further analyze 
and respond to the~e constraints. 

(b) The provLi.nn of ;;'L".Jin mills should go hand in hand with 
plans for ii1culw-,~e,wrating activities and o..:her projects which 
would particul.Jr!y jenofit women once they have a little time and 
energy to spare. 

(c) TIle provisLun of better inputs such as seed, pesticides and 
fertil i zelOS w;lOU lJ be bs:~C!d on are.:1 specific research recomrnenda-
t ions. 

Cd) In conjunction with the prOV1S10n of plows, identification 
of labor saving technologies to help ~vith 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 en~rgy normally provided by women. 

(e) Intensification of land ~se also requires increased efforts 
to protect the natural envi::onment. 

(f) Rural development in Tanzania 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. 

~) Since women are primary producers of food crops, the Project 
should ensure their access to information related to agricultural 
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input~, tec!Inl.lll!e!j ~md training 'iI, that they can fully participate 
in decisi.L'n ::l;Jk:n i ; ',n,j sharing of the benefits of increased incomes. 
Village trainin/; :,L llld \'l! r.one at locations accessible to women 
and when possible lL col Lb, ratfon with the women's village committee. 

E. SUrmu'lrv of Envi:-nnmcntal Analysis 

The Ti~;: i;~ .',iI',c':O: ,-'F fl'C(jmr:lends a negative determination hased 
on tlw l,n'",!·, th:!:, :\ID :nr,uts to this project \Jill have no signi
fil:;llll. 11'r",', ";; ,:it' .,'fl':ironiTIent. 110I,1(:\'er, as explained in the lEE, 
TRDll _,~ .,,_; t,; '.\::: funds to Imp'lrt and distri()ute harmful pesti-
cides such .. :nr duo t (')'~). It 1:; recommended that AID develop 
approl'ri:ttl" p,d In' \lid/'1 in/'s to oell with this issue since AID funds 
will :,,(,t: be:ir(,,'t,"; t,.- procure Clny pesticides under this pro-
ject. \1;!).:'!11'~'1\' Li :1( I,' ] 15tin).' alternative pesticides to DDT 
and p!'ef.·r·; ;,"! c·rhrt,m-b:lsc·d pestie ides. 

F. 
1. 

The objectiv,-'" ,,[ ,.,'" anal"sis I-lc::-e to detennine: 

(a) \"i1:H ~,roh1L'ms 'fRDB had had in serving villages ac the 
primary na r i,'Jl13.1 iiI."; t:itut ion char[;ed wi th providing conunerr:ial 
irlputs for rurc; 1 dc"/(, lopmcrll:; 

(b' \,.'i.,Jt~,l,('. ']:)'l')l~ .1nd TRDB pi:ll1S were to overcome these 
prohlems; 

(c) ,.;hether Ti{;'!\ l:c),ild effectively undertake NAFCREP as proposed; 
and 

(d) \"h.2, ther T;Ul) \,as Liking steps to overcome the repayment 
pre ;..lem and "'111:1 t furthcl~ ';upport was necessary to enable a 2% 
annual irnpn)Vl'!Tlcnt in collection rates. 

In January of this Y2ar an Ohio S tate contract team undertook field visits 
(see Trip Report, Ann~x II-M); evaluated the current project (see PES, 

Annex II-L); and assisted in preparing the detailed Institutional 
Analysis (see Anne~ II-F); and job descriptions for the proposed 
advisors. 

3. Ma i ,)r Prob lems 

The TRDB like most other institutions has been forced 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 ar.alysis in Annex II-F. 
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eliente:e frl~ about 300 cooperative unions and societies to over 
8,600 vi Ilages; ar.d second ly, taking on the massive responsibility 
for delivery to village:; elf seasonal inputs. The first change in 
itself resulted in stretching the Bank's human resources beyond 
the ab il i ty tll sen'c farTners. The second change has added a respon
sibi:: it,! ... :hie:' i; ;-;;t only ,)utsid<2 normal credit Cind banking activi
ties hut has placr,: demands for logistic support on the already 
over extended Bank staf £. 

Componcnc ~ of thfC P-cojec:: description details planned AID's and 
othcr don,'r' s assLtancc. Technical assistance, training and 
cormnl'ditfe~;, e,"'pcc::l11'.· \!C'llicles, will be provided in an effort 
to overcome the mr>:;t jJl·c.';sing constraints. TIlese include: 

·;tructul"a J ('ver-centralizat ion in a decentralized 
envircl\,;-:-:L'!nt; 
lack of stuff tnlining and experience; 
outdated and cun.bersome policies and procedures; 
poor d" r:a .:lna information; 
poor co!'!ectlc1n; 
confuse~ responsibility and difficult input distribu
tion jJl.'oblems; 
poor inter-institutional coordination; 
con~raJictin~ national policies and priorities; and 
inadequ<'ite Logi."tic support and transport. 

4. Recormnendatiun:, 

Each of these 3bo1lC! COI1~;l:r2.ints is discussed in Annex II-F as well 
as curn~nt: i>lans ,mel rC('.r.l'l:::(!ncio.tions for overcoming them. Based on 
the analyses presented therein, the Bank staff should be able to 
reach and service loans in approximately 500 - 900 add~tional 
villages in each year of the Project through NAFCREP.1! Currently 
coverage of some 1,000 villages should be expanded to about 6,000 
by the end of the Project Lind achieve the planned 2% annual improve
ment in collectinr. rates. The ar,alysis assumes the AID and other 
assistance (as described in P.:lrt II. F) will be available and that 
further massive re,)rg.:1.nizations will not be undertaken by the 
TanGov throughout tile life of the Project. 

G. Financial Anal'·sisZ./ 

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 ~ther lending programs of TRDB 
"'i/ The detailed description of the Financial Planning and Method

ology is contained in Annex II-G. 



75. 

creation in llJ71 through 1979 the Tanzania Rural Development Bank 
lending volume grew by an average of T5h 33 million per year and 
weathered severa 1 crises including the dissolution of the Cooper
ative Societies Clnd Unior~; ;[1 1975. During the next ten years the 
liquidit:; ,)[ the Edr,;( must Le mobilized to repay TSh 200 million 
of cre'dit. With,>:I:: external assLtance the Bank would not be able 
to bUliJ sllstain srowth and repay its creditors, even with the assis
tance and credit of the funk of Tanzania. In order to meet the 
outrcJ...:h a;,J l"ura.l Jevelopment expa.nsion goals of AID and the 
TanGov, (l Inure vigorous and stronger institution is required. The 
financial analysis '"hich is presented in Annex II-G indicates a 
grant L'f$:10.0 milLon is required to insure a self-sustaining Bank 
with :;llfficient gr,'\.rt:h in its lending portfolio to have an impact 
on 'rur<11 de\·cLopment. 

2. Exictin~ Financial Condition 

As of the end of tl~'2 1978/79 lendi.ng year (June 30, 1979) the TRDB 
had tatal .1~selS of TSh 6GB million including an outstanding port
folio of TSh f l 93 milLion .1gainst total external loans of TSh 253 which 
consL;ted i.:1 their entirety of medium- and long-tenn financing, 
primarily from 1[\1\, \chich for the most pert 1.[; crop or activity 
specific. In addition, there are two credits from the Federal 
Republic of r,crmany. Capit:ll consisted of TSh 187 million and the 
debt/equity ratJo ~'h"; approximately 1.35. Total expenses as of 
that date ' . .;ere rjh )1.3 1< Uion 01' "'hich 16% represented the cost 
of financing and l5.5% and 17% pe Jnnel and operating costs, respec
tively. Over 'iO~1, l;i expense~, (TSh 26 million) ,vere provided for 
bad dehts. Ret.:1int.'ci earnings of TSh 15.4 million al1d liquidity 
of TSh 97. J millioL \,Jas l.-egj,~;tered at the end of the period.,lI 

The financial devt2],)pment 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 l:quity condition over the past four years while 
it built up adequate loss reserves, althoughit had experienced 
spectacular growth~n the preccd i:1g four years - - going from approved 
loans of TSh 36 million in 1971/72 (the year it commenced operations) 
tu TSh 203 million in 1974/7S. 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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'D\BIL 9: FINANCIAL DEVELO?>1ENT OF TRDB OVER PAST FOUR YEARS 
SEILCTED INDlCAT0R3 (For full Balance Sheet and 
Income Statements, 5e~ Annex II-G) 

1975/75 

Total Assets 453,953 

Liquid Assets ~I 102,049 

Loan Portfolio 334,657. 
Short TennP 76 ,400 
Medium and Long Term 12/ 274,315 

Alluw;J:\cL' -- Bad DebtsS/ 16,063 

Total Liabilities £1 

Medium and Long Term 
Financing 

Grants~/ 

Capital and Equity 
Subscribed 
Retained Earningsfl 

Income f./ 

Expenses 
Cost of Funds 
Personnel 
Operating 
Other (Bad Debt Expense) 

Delinguent (Arrears) gl 

Loans Disbursed hi 

251,694 

165 ,431 

74,063 

202,258 
172,000 
30,2.')8 

38,969 

32,981 
3,531 
4,178 
3,122 

22,148 

"73,000 

1976/77 

533,891 

124,319 

377,704 
82,740 

350,049 

55,085 

200,464 

134,399 

184,321 
172 ,000 

12,321 

36,239 

35,535 
6,360 
4,908 
3,81<8 
2('.~J 

119,577 

78,000 

(TSh 000) 

1977 /78 

599,105 

184,411 

314,065 
61,980 

325,583 

73,500 

413,946 

232,457 

170,021 

185,159 
172,000 

13,159 

37.196 

36,538 
7,345 
5,700 
4,305 

18,415 

109,557 

106,142 

Source: Financial Analysis by current AID financial advisor. 

Note: Footnotes appear on following page. 

1978/79 

688,419 

97,326 

393,050 
134,926 
357,782 

99,657 

481,049 

253,103 

215,666 

187,370 
172,000 
15,370 

53,327 

51,327 
8,357 
7,984 
8,572 

26,157 

130,700 

175,687 
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f}./ Cash plus i.nventory. Inventory may be overstated. Inventory 
includes book 3mountF for fertilizer, insecticides, 5eeds and 
other crop inputs. 

~I TIle divi~inn of short and long for the first two years is 
approximated. Jcginning in 1977/78 TRDB maintained more complete 
ledger records. 

£/ Prj.\!~ to 197(J/77 the Allowance for Bad Debts was based upon an 
arbitrary 5'(, of the portfolio. By 1978/79 the allowance was 
adequate ,)r c 1,).;[, to adequate and was cased on annual loan by 
10an revic\v. (:-;~c2 ~/ below.) 

d/ TRDB ,!(!~,- not accnle accounts payable. The current ratio, 
thereinn: \vould not ref lect the Bank's liquidity. 

'=./ TRDll ooes not include Grants as a part of Equity. 

i.l Net income and :cetained earr. Lngs are based upon accrued interest 
inclJme. Recau:,>.! a subf;tantial portion of the accrued income 
may not be collected, the amounts reported as income must be 
treated with g~cat care. 

g.l In years 1976/77 and 1978/79, TSh 58 million of loans were 
transferred [rl~1 the open loan portfolio to an asset account. 
These bad been r:lade t:o Cooperative Societies and Unions which 
were dissolved. The loans are no longer collectable, bU\: may 
be reimbursed in whole or in part by the Government. 

hi Figures for first two years are approximations. 

= = = = = = = = = = 

sharply eroded) 'llthough it is relatively sound at present compared 
to existing debt. 

In sum, hoth the IDA loan and AID capital grant are badly needed. 
Foreign exchange is especially required as short and medium neede 
for local currency will be r,let 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 app·roximately TSh 4.1 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 (41.6% of the portlolio in 1977/78) to 110.8 
million (5'J.6/o of the portfolio in 1978/79). Finally, 1978179 was 
the first year sinc~ th~ dissolution of the cooperatives that loans 
were made in all rp,;ions "f the country. Such expansion, however, 
relative to both '.'~.:la,;e.'; ,L, well a~> the country at large, will not 
continue without rnLI jor ne'N financing commencing in the coming year. 
The H.:ll1k will have [0 concentrate ~m what it is nQT..] do';"ng alld face 
a steilllily declinin~; portfolio -- especially in light of its continu
ing del inquency proulem which will not be solved quickly. 

Without external financing the Bank will be unable to move into 
some of the newer ure.:lS of agricultural and village investment 
contemplated by tiL.:; Prc)jecc. (It is believed that the area that 
would be lurdcst h;.[: would be medi.um and longer term lending for 
financial, sucial a:ld political re.:lsons.) TIle Bank would have to 
concentrate on survival; innovation would suffer; and lending would 
undoulJtedly become l:lOre con.',ervative. Finally, one need only look 
at the history of the Bank' ,; prdeccssors, each of which eventually 
went in::o liquirlatLm th2.nks to jncreasing arrears and the lack 
of access of suffic-:'ent l(;nciing capital, among other. critical 
elements. 

Obviously the Bank would remain in business without the AID grant, 
especially ,,,Hh tile IDA credit and the sources of credit from the 
BOT. 'I1J(~ point i:; it \vould not be able to accomplish any of the 
critical objectivC',,; 1.:o!2t:ed to the Tanr,ov or AID strategies. 
Substantial externa; [inancing is needed or it becomes almost 
senseless to put morc reSOU1~es into developing the institution 
as an institutil)[J. ,).:. ,_apitcll grClnt is necessary and indi5-
pensiblc 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 ljrposes 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 invesbnents, 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/ TIle model was developed by the present ACDI, AID-financed 
advisor to the TRDB for financial management and systems. 



79. 

mills 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 ~/, low level of other grants 2/. 

No USAID Grant, improved collec: .'. tons, medium lending level, 
high level of other grants. 

USAID Grdnt of $5 million, impro'/ed collections, medil.:m 
lending, high level of other grants ~/ • 

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) ~/. 

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

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

1/ The low level collection rate was 72%. 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 40% is paid in the year due, 25% in 
the fo!lowin~ year, then 5% and 2% 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 
is 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. 

'2/ 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 15% per year. 

~ In addition to the USAID Grant amounts, an additional $1-2 million 
or 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 determine 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 Bilnk to make principal and interest payments on the debt from 
operations and the size of the loan portfolio at the end of the 
Project which would enable the ~nk 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-th~rds 
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 experience 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 opti~ns 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 red~cing its operating costs. This would 
further reduce future stability. While the Bank could su~vive 
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 
liquidity would be less than one-half than at the beginning of 
the Project and debt service would require over 23% of the annual 
payments. This end of Project position is cOllsidered 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 requir~d 
for debt service. 20% debt service/repayments ~.s considered the 
maximum liable position. At the high lending level, which 
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'mBIE IJ: C~!USON OF BEGINNING OF PROJECT WITH "'1]) OF PROJECT S~ 
UNDER DIFFERENT OPTIONS 

End of PrC'lject Status - July 1, 1986 
Beginning 

of $30 $20 $12 $5 
Project Million Million Million Mil !.Lon No Grant 

Grant (High Grant Grant Grant {Low 
7/1/80 Lending} (Medium Lending 2 Lending) 

Lituidit~ 11 93,052 108,132 40,550 18,430 14,680 3,600 
( .Shs. 00) 

Loan Portfolio 
(Net of Bad 
Debts) 485,114 1~204,005 1,115,764 1,115,764 1,115,764 984,780 

(T.Shs.OOO) 
Net Loans/ 
Financing 1.55 1.88 1.81 1.81 1.81 1.53 

l)ebt Service/ 
Repay '2:../ .14 .20 .23 .23 .23 

1/ Short term negative cash flows can be covered by short-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 e,~erienced, 
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 tha.t the negative :1.mpact of the 400% 
increase in debt service costs between 1980 and 1986 is manag~~b1e. 
(See footnote ~/, Table 10.) This option not only insures 

.51 
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substaarinl service to meet t.1e almost infinite developme:tt needs, 
it insures that at the end of the Project the Bank is vigorous and 
self-sustaining. 

Net income is nut a val id measure of the Bank's op ration because 
it is based on accrued inten~st inc-orne and accrued bad debt expense. 
A better measure of th~ Bank's opt:.!ration during the proposed Project 
is nct cash flow. Cash flow is t;IC ingle most important factor 
which will detennir.t! if the Bank has sufficient liquidity to meet 
its L~ndi.ng objectives. The net cash flow for the six years of the 
Project under the high lending, $30 mill ion USA-ID grant assumption 
is positive at TSh 15.1 million. Net cash flo.1 on a comparable 
basis under the m~dium lending, $20 million USAID grant assumptio~ 
is negative at TSh 47.5 million. The difference between the two 
options is TSh 60 ~illion of liquidity. 

After the cnd of the Project in 1986 the debt service C(lsts of all 
existing ~,d i~entified financing will level off and then decline 
~eginning in 1990. The loan portfolio net of bad debts of almost 
TSh 1.20 billion y/(1uld provide the Bank with the reSOl!rce.~ to be 
self-sustaining \.;ich normal future financing into the foreseeable 
future. 

TIle choice of the SJO million AID grant is predicated on two sets 
of factors, financial strength of the Bank and service to the poor 
of T2.nzani.?. Inth rt $30 milHon,;rant the Bank can expand at an 
average annual ral~ of TSh 38 million during the Project period, 
which is the optimum level of expansion in terms of development 
outreach and instituitonal strengthn (including financial, human resources 
and other). At this level the Bank should have the capacity to 
effectively deliver credit and cowplementary services to rural 
Tanzania. A higher level of lending might not be supportable by 
management, staff and other resources, anJ a. ~ ... vJer level would 
unde~ utilize ,tbe capacity and resources cn hand (including those 
prov~ded Lere~n). 

The high lending level associated with the $30 million AID grant 
is reasonably attainable but will not be easy. Even with the 
substantial AID support the Bank will have to mobilize about 
TSh 35 millioc. annually of short-term borrowing frorn 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 whi,le 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. 



TABLE 11: RATIOS AND MEASURE OF FINANClI\.L CONDITION, 1979/80 - 1985/86 (USAID $30 MILLION OPTION) 

RATIO S AND MEASURE OF 
FINANCIAL CONDITION !/ 1979/80 1980/81 1981/82 1982/8'\ 1983/84 1984/85 1985/86 

Liquidity (A) 93,052 E9,987 84,',72 89,691 82,82 L, 91,58!, 108,132 
Grants 259,125 329,925 406,723 488,607 597,219 710,919 830,247 
Financing (B) 313,175 30,913 418,580 448,350 481,144 54,'1,14:1 641,144 
Debt Service (C) 14,838 28,608 30,816 35,750 44,340 51,750 63,250 
Repayments (D) 106,321 10,497 202,071 251,022 253,780 218,000 304,000 
Operating Expensed (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 (II) .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 provided for all of the alternatives "hich were 
evaluated. See Annex I-G [or otlier options. 

A. Liguidity: The amount of cash and inventJry on hand 
at year end which is available to fund th~ loans of 
the following year. 

B. Financing: The amount of credii.: which hls been 
extended to the Bank. 

C. Debt Service: The interest on credit y,.-hich the Bank 
has to pay during t ',le year p Ius any long- term 
principal repayments due. 

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

E. Operating Expenses: Personnel, administration and 
depreciation costs. 

F. Liguidity/Next Season Loan Disbursements: Measures 
ability of the Bank to lend from existing 
resources. The higher the ratio the less short
tern] (less than 1 year) borrowing that is required. 

G. Loan Port fa lio/Finallc ing: Measures the TRDE coverage 
of its borrowing with ongoing lending. n1i~ i~ 

a measure of the Bank's ability to repay its 
loans. The loan portfolio is net of bad debt 
allowance. 

H. Debt Service Repayments: Neasures abil ity of 
Bank to payoff lons-ternl debt and interest on 
both long- and short-terTIl debt from loan repayments. 

1. Operating Expenses/Repayments: Heasurcs op~rating 
costs as a percent of loan rr::ayments. 



c. Summnry of $30 Million Option 

The $30 million USAID grant provides the additional resources which 
w11l enable TRDB to be a f'elf-sustaining lending institution while 
it provides vital input8 for staged rural development. The grant 
not only provides liquidity and foreign exchange, it provides the 
depth 0:: guarantl!L-L r!::s()urces over 6 years which will permit Bank 
management to implEment and carry out rural outreach. 

III ordn- tL; achieve the linancial goal of institutional self-sufficiency 
the loan repayment race must be improved by 2% a year. This is a 
modest and attainable objective. Bank management has already taken 
action to aclllcve thl: objective. 

The a!lalysis supporting the concillsion has been thorough and 
in-deptil. A \vide r~lnge of .:lssumptions were tested, including the 
i~pact of interest rates. TI1e need for additional credit, and the 
desirability of reducin/; operatin.; costs. The conclusions drawn 
from the finanC'i,Jl dnalysis are th.:lt at higher leve.l of grant 
funding wou Id exccc.d the Bank's c.:.lpacity to absorb and manage the 
resources and that u lower level of funding would result in liquidity 
problems which would curtail optimal growth of rural development 
programs. 

H. Sur-unary of Engineering Analysis )j 

1. Db iectives 

The objective of this analysis was to (a) determine reasonableness 
of CODt e3timates for construction activiti.es; (b) adequacy of 
pre 1 iminary plans and cons t:-uct ion standards; (c) review of proposed 
FAR agreement; (d) review arr8.ngem~nts for implementation; and (e) to 
provide all engineer' B recommendations that 611 (a) requirements have been 
satisfied and that funds for construction activities are ready for 
obligation. 

2. Xethodology 

Housing plans were provided by the Ministry of Works and costs 
estimates Here subm::'tted by a local engineering firm. REDSO reviewed 
these plans 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. !!c~dac1oa.a 

IIDSO/U baa nrln.-1 and analy:8d all appU.cable pre11l11nary 
plaDa. ~st .. timatu and projec~ docu:..utation. It u their 
judilllMDt that the coutruction Uem.clts of thU project are 
raaaon&bly du1.,iDed and pric~. that th. coat est1m.ates are 
raa.aon.ably firm and adequau planning has tAken place to satuty 
FAA. 611(a.) requirements to allow .. ,bl1gatiDn of projc.ct funds 
tor all canstructiDn activities UDler tb13 project. 

I. riMnc i.a 1 Plans 

1. Sl1llJIIoIlr,' Cos t Es t ima ta 

Table 12 presents a summary of cost estimates for all known donor 
assistance ror the next sL~-year period. It includes only estimates 
for: FAD and [}\~lllA. ~3 no firm cost datA was available. The major 
other donor is I~. The Staff Appraisal report was used to derive 
estimateu. It should be noted the $7.0 million shown as a NAFCREP 
contribution is not earmarked for any purpose, but rather is a 
general line of credit. In all probability TRDB will use the major 
part for the :~CREP portfolio. The total project is estimated to 
cost S155.0 million • 

. 2. E!Eenditure Proi~cts 

Table 13 presents a Sl.IIIlIllBry of planned donor and TanGov expenditures. 
Other donor expenditure projections are not known and therefore are 
estimated in equal t=anches over the three year pariod of 1980/81 -
1982/83 for IDA, FAa, and ])j\NI~ support:. Table 14 contains esti
mates of Am expenditures. They are projected based on the imple
mentati.on schedule contained in Annex I-J. TanGov contributions 
are estimated in Table 15 basad on the same time frame, as many 
of these costs are related to AID expenditure. TanGov contributions 
include actual pl ... nned contributions for institutional development 
and NA.FCREP loan funds. In the case of the former, costs include 
those additional activities !RnB is assuming in relation to AID and 
IDA-financed activities. With respect to NAFCREP all funds TRDB 
must mobilize from donors, BOT or from its own asset? are included. 
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3,060 
1,740 
1,140 

180 

2,560 
1,400 

350 
770 
40 

....!.llQ 
890 

880 

7,390 
370 

-7,760 
3,060 

10,820 

AID 

820 
--uo 

530 
30 

950 
100 

1,870 
90 

1,960 
1,390 '2.1 

3,350 

40,H20 1,350 
44,200 

Host CountU 
I.C 

...l.1QQ 
50 

5,150 

~ 
277 

51 
843 

4 

2,460 
90 

2,370 

8,835 

8,835 
1,325 

10,160 

96,135 
96,100 

Oth"r [lonor 

~ 
630 
667 

875 

353 

78 

...L.l.ll. 
454 
699 

16 

556 
4,330 

]46 
4,676 

651 

5,327 

...!....W. 
616 
166 

3J5 ~.1 

120 

34 

~ 
152 
822 

9 

191 
2,1.85 

211 
2,696 

566 

3,264 

7,756 6,908 
14,700 

FX 

..1..1E. 
2,370 
1,607 

180 
ill5 

...?.~ 
1,400 

]>0 

1,123 
40 
78 

~ 
1,344 

699 
896 

558 
11,720 

716 
IT;Ub 

3,711 

i!>,147 

.-W11. 
926 
6% 

)0 
3/~ 

5,150 

_la 329 
277 

51 
963 

4 
34 

.!t,bH4 
242 

4,142 
109 

191 
13,190 

301 
rr;nr 

3,261 

16,114 

69,2!1 ~I 

68,976 c/ 85,993 !/ 
155,000 

12 ,4C19 
1,296 
2,50) 

210 
I, Z50 
5,150 

-.!!.120 
1.611 

401 
2,086 

44 
122 

..h!.!!. 
1,586 
4,841 
1,005 

149 
24,910 

1,011 
w,rn 

6,994 

32,921 

122,048 

154,969 

al Hajor portion lilA "st1llIl1t"d at $lJ,400,OOO. o.'HlillA b. FAD fnputB " .. tlln8ted at $1,250,000 alld ar" shown in Technicsl A •• lRtsnee category. 
bl Hll Yl:arly On ¥Xj IS'%. yearly 011 LC 
;'1 Includu $20.4 11111 Uou foreign ")lcllan!!e TRDS nrust IIlOblllz ... 
!II Includes 1M Gelleral I.lne of Credit may be Ulled fOl" NAFCREP or oth"r progrellt9. 

:: . 
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TABLE 13: PROJECTIONS OF EXPENDI'11JRES BY FISCAL YEAR (US $000) 

aI 
FISCAL YEAR AID AID AID TANGOV OlllER T~ 

INSTITUTIONAL GRAtTI' TOTAL 

1980 100 100 

1981 1,900 3,000 4,900 7,800 4,900 !1,600 

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 2,20~1 2,500 

TOTAL $(14,200) $(30,000)$ 44,200 $96,100 $14,700 $155,000 

!I Esttmated and includes IDA general line of credit although it is not 

necessarily for NAFCREP lending only • 

. 
'E/ Does not include continuing contribut ion to NAFCREP as amount not known. 



TABLE 14: AID SUHI-VUIY ElIPEND['lm\E IlUDGl7 
($000) 

.-reo FY 81 FY ~2 FY 8] FY S4 FY ~5 FY 86 FY 87 I2!AL 
!! 1& n LC !! 1& f! !&. rr !&. !! 1£ IT 1£ n 1£ n !:f ~ 

I. IN~l'I11rrlONl\1J SIIPPURT 

A. T,-,dlllhdl 1'~~JLt!tllce 
t.;)~g-:~---- 208.3 ]1.] 400.Q bO.O ]25.0 4S.7 300.0 45.0 ]00.0 45.0 200.1 ]0.0 1,711.4 2bO.O 1,9Vl.4 
SI.u1"t ;~'111 ]] .5 75.0 3].0 275.0 99.0 250.0 99.0 212.5 99.0 162.5 99.0 125.0 99.0 1,1l7.5 H8.0 l,b'S. S 
Ulher 'I -- 5.0 5.0 75.0 5.0 5.0 5.0 100.0 5.0 175.0 )0.0 205.t. 

Sub-tut~1 37.5 283.] 69.3 675:0 164.0 650.0 l5U 5l2.5 149.0 462.5 149.0 425.l 114.0 l,04L9 -8ie.Q T:i;~ 

H. !!.~lnlnK 
LOlis-lel III 53.2 11l0.2 275.5 260.3 267.9 256.5 102.6 1,402. 2 1.401.': 
Sllurt-t(:11II 58.5 58.5 58.5 58.5 58.5 58.5 ]51.0 1)1.0 
lu-,-=OlJIlLry S~~ll1ar~ 165.0 137.5 165.0 137.5 110.0 55.0 710.0 770.0 
Study TOltn. 8.0 8.0 8.0 8.0 8.0 40.0 4lJ.O 

Suh-t"ldl 2i8.2 J9D.2 5ii7.O 464.3 444.4 378.0 IiiT:l 2,563:2 ,~~iJi 

t:. t.:l.lIu,"(JUftlc.:l 
~ar.- 380.0 510.0 890.0 890.0 
Lo"al 11.0 97.5 234.0 72.0 180.0 IBO.O 180.0 9~4. 5 ~~.5 
';':»lIt rae tur JOtlle," 5.0 5.0 586.0 14.0 ]9.0 11.0 57.0 22.0 78.0 10.0 57.0 16.0 57.0 16.0 879.C 100.0 ~19.u 

Sub-l"ta I 5.0 T6.O 966.0 111.5 J"9.O 245.0 57:0 94.0 TsB:D 196.0 57:0 l%:O 51.0 l%.O ~ 1;O~4:-5 2.8:i:3" 

l'ulaJ,:.a 42.5 16.0 1467.5 180.8 1104.2 409.0 1214.0 246.7 15b4.8 ]45.0 96).9 )45.0 HoO.1 ]30.0 161.1 7, 37e. 1 1,1172.5 ~,25U.' 
CUlit J ngt: III': Y 5X 2.1 .8 73.4 9.0 55.2 20.4 60.7 12.3 78.2 17.3 48.2 17.3 43.0 16.5 5.1 368.9 91.6 Hl.5 

44.6 16.8 1540.9 189:8 1159.4 429.4 1274.7 259:-0 1643.0 362.3 iOiTT 362:1 903:-1 346.5 i69.2 7,747.0 r:- 966:-r 9,TiG 
lulloll lOll ,!I 154.1 28.5 243.5 138.5 421.f J J4. 9 /[,2.5 271 .4 617.9 366.4 696.8 455.0 IbO.5 3 ,056~:! 1.19~. 7 ~ 44:6 16.8 1695.0 218.3 1402.9 567.9 1696.] 393.9 2405.5 6D7 1630.0 728.7 1599.9 801.5 529:7 10,80).9 3,360.8 14,104.7 

'fuldl II1:itlllltlul1dl 61.4 ~!Ll 1,970.8 1,.U90.2 3, U3 U 1,,358.7 1,d£~ )29.7 !!..ill 
HuulI.lcd 100.0 1,900.0 2,000.0 2,100.0 3,OeO.0 2,400.0 2,400.0 300:-0 14,200 

lI. NAt'eK"" SIII"I'URT !!.I 

100.0 
3,000.0 3,600.0 3,400.0 6,800.0 6,600." ~.600.0 

300.0 
30,000 

t:KA NU 'flYrA L 4,900.0 5,600.0 5,500.0 9,800.0 9,000.0 9,000.0 ",200 

!,f In I.:IoJUllJloJUIuJetJ 8nnua lly for local cOdt8; 10"t compount.l&:d .Uluually tor furdgn exchanjie co~tll .. ~ 
!!I All foreJlL1l each .. u-,c. 



TABI.E 15: TANGOV CONTRIHU1'IOtlS {EXPENDlTUR£S) 

n 80 FY 81 FY 82 FY 8) FY 84 fY 85 FY 86 n 87 TOTAl. 

A. Technical As~istance 
Trust Fund 17 p.y. @ $2,634!1 10.5(4) 10.5(4) 7.9(3) 7.9() 7.9(3) 44.7(17) 
Furnitule: 4 sets @ $20W B.O 8.0 

Sub-Toeal l8.5 10.5 y-:g- y-:g- y-:g- ~2.7 

Il. 
al Added S~~!!ead~-,:·t"'s &. FJdd)-

5 Zonal Hanil,;ers @ $5,400~ 13.5(2.5) 2/.0(5) 27.0 27.0 27.0 27.0 27.0 In.) 
Professional @ $4,400 88.0(20) i76.0(40) 264.0(59) )B3.0(86) 502 .0(lU) 621.0 (139) 621.0(139)26SS.0 
Hiddle-level @ $2,200 55.0(25) 110.0(50) 165.0(74) 2B2.0(127) )99.0(180) 516.0(2)~, 51 b.O (2)2) 204 3.0 
Clerical &. Support @ $1,000 12.0(12) ~.0(24) 36.0(36) 4).0(43) 50.0(50) 57.0(57) _~~(57) 279~ 

Sub-Total 168.5 337.0 492.0 735.0 978.0 1221.0 1221.0 ~n2.S 

C. bl 
Part1ci~ant TraJnina-

Long-term 10.5 36.7 54.4 51.4 52.9 ~.b 20.3 276.8 
Snort-term 8.4 8.4 B.4 8.4 8.4 8.4 50.4 
Study toure .B .B .B .8 .8 4.0 
In-country 95.4 127.2 159.0 127 .2 127.2 111.3 95.4 642.7 

S .. b-Tota1 105.9 173.1 222.6 187.8 189.3 ITi:l 1:4.1 1 'f'7'l.9 

D. Vehicles 
Purchase Saloon $1,100 ea 2.2(2) 1.1(1) 3.3 

Land rover $1,650 ea 16.5(10) )).0(20) 49.~ 

~)torcyc1es $220 ea 11.0(50) 22.0(100) H.O 
O~ Saloon @ ~4,000 p.a. 4.0(61110) B.O 8.0 12.0 12.0 12.0 !B.O 74.0 

Landrover @ $7,700 p.a. )11.5 II 77.0 77.0 231.0 231.0 231.0 ))0.0 1215.5 
Hotolcyc1e @$950 p.a. 2),8 .. 47.5 47.5 142.5 142,5 142.5 202.5 7411.8 
Mobile TrnB Vans 6 @ $8,000 24.0 4B.0 48,0 48.0 4B.0 ~ 6B.6 -1.&! 

Sub-Total 120.0 180.5 1BO.5 4B9.6 4)).5 433.5 619.1 2456.7 

Total 394.4 709.1 905.6 1420.3 160B.7 1833.5 1964.2 B815.8 
Inflation (15t simple) 59.2 106.4 135.B ~ 241.3 275.0 294.6 lJ25,] 
Total Institutional 453.6 S15.5 lli4T:"4 1633.3 1850.0 2108.5 2258.8 10161.1 

E. NAFCRE~ 7315.0 1:090.0 14790.0 14830.0 17560.0 20390.0 85975.0 
GRAllD 'lOTAL 7768.6 11905.5 15B31.4 16463.3 19410.0 2249B ::s 2258.B 9611:'.1 
ROUNDED $7,800.0 Hl,900.0 $15,BOO.0 $16,500.0 $19,400.0 $22,500.0 $2,200.0 $96,100.0 

II> 

al All units in persoll years ~ 

~I See Annex 11-1 Expenditure Schedules for units 



1. Technical Adwhtance 
I.ong-tena 
Shorl- tena 
Olh"r 

Sub-total 

11. TrainIng 
l.onlS- tE:nn 
Sloort-t,,= 
In-country Seminara 
Study T\Jurs 

Sub-lot31 

.. 111. C" ..... d I t le& 
OCf-wl .... re 
wcal 
Cuntractor 

Sub-total 

Tutill 

Contingency 
Inflat Illn 
Totlll In~t1tutionlll 

'fota) NAFCIlEI' 

CRAND 'fOTAL 

al 2-year cllntractM 
b I KelllaLn,ler 10nl:- term TA 
~I ~y HO,HI • one \ 82 requirements 
"JI Reu.alndt·r FY H2 • 83 requirements 
il 1I",,,,aind,,r "horl- Lerm TA 

TABLE 16: PROPOSED AID OBI.1CATION SCHETlULE 
(US$ 000'5) 

920.o!l 
310.0!!.1 
10.011 

1,300.0 

310.0.!! 

165.0!l1 

~ 

380.()!1 
1l0.()!!1 
610.~1 

1,100.0 

2,815.0 

125.0 

$3,000.0 

fl FY 80-82 
;'1 FY 83 
hI Remainder Uther 

3,000.0 

$3,000.0 

690. O.!!I 
560.0d/ 

80. o.g/ 
1,330.0 

310.0.11 
120.0 
305.Q2/ 

20. o.g/ 
155.0 

230.oY/ 
50.oY' 

280.0 

2,365.0 

35.0 

2,400.0 

3,600.0 

11 1 yr.of training for all FY 80 " 81 otartw 
11 Life of training for FY 82 wtarts 

390.o!!.l 
770.~/ 
110. ol!./ 

1,210.0 

180.0~.1 
230.0lIl1 
330.0!,' 
30.or 

1,370.0 

510.o!!l 
6oo.r)!!.1 
310.0.;./ 

1,420.0 

4,060.0 

340.11 
4,400.0 
8,800.0 

3,400.0 

$12,200.0 

6,800.0 

kl FY 82 • 83 short-term 

6,600.0 

~I Remainder short-term lralning 
;/ FY 81 in-country aeminar~ 
01 In-country FY 82-83 
il Ilemainder in-country training 
9.1 study tours fY 82-B3 
£1 lIemainder study lours 

'. 

6,600.0 

2,000.0 
1,700.0 

200.0 
3,900.0 

) ,400.0 
350.0 
800.0 

50.0 
2,600.0 

890.0 
940.0 
9 70 0 
~ 
9,300.0 

500.0 
4,400.0 

14,200.0 

30,000.0 

$44,200.0 

&1 Off-ahore for FY 80-81 
tl RemaInder off-ahore 
~/ Local procureaent FY 80-81 
vI Local procurement FY 80 • 81 
~I Remainder local procurement 
;'1 Conlractor procurement FY 80 • 81 
il Contractor procurement f'Y 82 
!I RemaInder contractor procureaeot 

... 
o 
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J. Obligation Schedule 

The AID obligation schedule in Table 16 provides the total funds 
required for commodity procurement and institutional supports. These 
amounts are summarized below: 

FY ObUsations !~0001000's2 
80 81 82 83 '84 85 86 Total 

Institutional 3.0 2.4 ft.-·1 14.2 
NAFCREP Com- 'I r 

moditiea ~ 3.6 3.4 !6.8 ~ ~ 30.0 

TOTAL 3.0 3.0 6.0 l2'.2 6.8 6.6 6.6 44.2 ..- ,. 

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 IA in FY 1980 and 
1982. The remainder is 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 IT 82; and the remainder in Fi 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 FY 80 and 81 are obligated in FY 80; for FY 82 in 
IT 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 
institutional support could be spread out over FY 83, 84 and 85 if 
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. Pro1ect Implementation 

A. Tanzania Government A,iministrlltive and Implementation Arrangements 

1. Financial Infrastructure for [,ural Development 

While the ~oject will be administered directly by the Tanzania 
Rural !)cve:.Jpnlent Rank, ::.: is Lllportant to understand the greater 
goveri1.rnent framework in which it operates. In the case of the 
TRDB and othel Tanzanian Ranks, the 
princ1pa I source ,)f TanGov resources is the Bank of Tanzania (BOT) 
which J.ct~: as a traditioI1.J1 central bank to the Republic. The 
BOT considers itself ultL~tely responsible for the performance of 
the entire :l<lnking system including the National Bank of Commerce 
(NBC), the Tanzania Housing Bank (THB) and the Tanzania Investment 
Bank (TIB). l~e 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 ':'5 the NBC which provides traditional banking services 
throughout an extensive nation-wide system (93 branches and 317 
agencies as of June 1977). The NBC is 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 1'.llC-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 lev~l 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 area of production-related services. 
This need is reinforced by the current financial criees 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 



93. 

the further integration and growth of financial services to villages.ll 

Policy direction and supervision will also be facilitated by the 
output from the research and deveiopment component of t~e Project. 
The data, studies and plans to be forthcoming from the very sub
stantial effort contempla:ed, will allow and promote sound decision 
making at the highest level as well as within the TRDB itself. 

The following diagram illustrates the overall organizational scheme 
in which the Project will operate. 

Figure 3: TAt>7.ANIA BANKING STRUCTURE 

!'MO 

Tai Gov 

Ministry of Finance 

(Ag Ex;ension I nLrno 
_--'_ (Ag Research - Training) 

_~~o~t ___________ J 
I BOT 

1------1 (Dept. of Rural 
1 

Finance) I 1 
\V . 
iJB~R~""'-.s NBC 
I~ ~ 
~~~Vi~,age~ .# /' 

CrO" AuloriCies ~ 
The ~rket 

_ a = = = = = = a = = = = = _ ~ = = E = = = _ = = = = ~ = = • _ 

11 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 ab~icultural and rural development. In 
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 (prtmary 
interest rates) are still being negotiated. 
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3. Pro1ect Implementation 

The Chairman ao~ 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 or Regional Supervision and Coordination which is 
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 
revelopment DL-ectorate (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 th8 Chairman on any audit or control questions. (See 
description vf this advisor's functions below.) (Job descriptions 
for the advisors are contained in Annex II-F.) 

With respect to coordination ar.d supervision of the work of the 
multitude of advisors anu consultfults represented by the AID Project 
together with those proposed by IDA and FAD, it is hoped that it 
will be possible to work Clut a unified mana~ement arrangement to 
assure consistent and mutually reinforcing output and cohesion within 
the advisor corps in general. The responsibility for this must he 
shouldered by the Ban.k itself, although AID will attempt to facili
tate the process through informal negotiations '",ith the IDA. .'lnc. FAD. 
In addition, the process can be made easier by careful draft.i.r,g 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 manabers. 

Given the complexity of the Project as a whole and 'he !Ilagnitude 
of contracting procurement, administrative and financial arrangements 
which will need to be carried out and moni~ored; AID proposes to 
provide a fourth :rnon program" advisor, specifically for the purpose 
of assisting th,~ Bank with the dpmanding administrative mechanical 
and logistic tasks associated with an integrated, multi-faceted 
Projo:ct of thin nature. The advisor would not be included in the 
institutional program oriented, contract proposed by AID as helshe 
should be independently responsible to Bank management and is needed 
prior to contract and negotiation exercises. The advisor should be 
brought on board in the early mOJlths of the Proj£'·ct to anist the 
Bank in the complex job of meeting AID requirements relative to the 
process of selecting, negotiating and contracting for technical 
assistance 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 I~ assistance packages. 

4. TRDB Responsibilities 

The Bank will procure the technical services, including prepara-
tion and reproduction of the Request for. Proposals {RFP}, distribution 



and mailing of the RFP, review of the pro~oBals; selection and 
negotiation ~ith the selected contractor; and preparation and 
execution af the contract. 
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With USAID a3sistance in identification of a procurement advisor, 
the, Bank ';.Jill negotiate anc execute an individual contract with 
this ac.v::;ar. 7hL per~;on shou 1d be recruited soon after Project 
authori:~llti(1'1. It will be the responsibility of this adivor to 
assist the Bank in commodity procurement activities. This individual 
will aLe 3.S~j:i.st it assuring timely obligation and transfer of funds 
to the ccntr..;,c~()r. 10 assist this technician, one local hire 
adminLrrati,re assista It will be funded hy AID. This individual 
will keep pr.0jecL ~ecords, provide other services and in time 
assume as many of the cesponsibilities of the advisor as possible. 

TRDB ""ill arranl~':! ::or the preparation of final AM!. plans; contracting 
with a local buildillg company for construction activities for the 
three stait houses anc guest house; and contracting with an A6E firm 
to monitor conGtructi0n. filiDSO engineering staff will provide site 
inspection and final approval of the hotEing plans and specifications. 
The Bank and TRDB have agreed to the Fixed Amount Reimbursement 
Method (A draft fAR agreement and engineering plans are contained 
in Annex II-H). A 40% advance of the total c~nstruction costs will 
be made in vy 80. 

TRDB, with assistaflce from the procurement advisor, will have 
respo-;ibility for c~nmodity procurement. This will include making 
the lecessary arrangements ~or oDtnining bids nnd review of them, 
oruering estahlishing 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 problp.m 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 vehicleG and 
other commodities to be imported by the Project. The procurement 
advisor will assist in preparation of an inventory plan for the 
vehicles. TRD5 will arrnnge with CJoper Motors, the local distribu
tor, for trnining 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, r.ollabvrative arrangements with the NBC, various 
parastatals, ~he Prime Minister's Office and the Ministry of Agri
culture will be sought through '.:::~ 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 



the groundwo~k for this. (S~e explanation ~n Management Training 
and Inter- Lnst:itutional Coordination components of Project Descrip
tion and Institutional Ana~ysi5, Annex II-F.) 
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B. The USAID Mission Administrative and Implementation Arrangements 

1. Staff I~plications of Project 

As can De readily appreciaced from the foregoing material, implemen
tation will Le a complex, demanding and time con1uming job. Especially 
during the first. three yellrs the Project will merit the full time 
efforts of an experienced AID Project officer, especianya person 
involv!:d in design. Not\olithstanding current staff limitation, a full 
time officer will be necessary frGm June 30 

om:ard. The wo:rk load wi 11 be especia lly intense for the 
first six to ten months of implementation during which time the 
Project I·IL 1 be oper2ting without the general contractor and all 
arrangements will have to be undertaken and sup~rvised by the USAID 
directly. 

2. Monitoring 

Project monitoring will be acc~plished through a variety of chan
nels, including direct observation and involvement by the Project 
officer, contractor's annual work plan and financial reports, periodic 
report i.ng from both the TRDB and the contractor, and a .teady stream 
of data, analyses, studies and planning documents as an output from 
the Research and Developmeut 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 fa~ilitate coordination .'lnd profitable 
linkages with other AID-financed projects such as Arueha 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, maintenance and storage of 
household appliances to b~ provided for the advisors; pr.ovide assis
tance in identification of the procurement advi30r; act as direct 
disbursing agent for the technical assistance contract /lnd the 
salary for th~ procurement advisor; arrange for the evaluation 
teams, inc]'!ding di.re::::t :=i:nding; and procurement of the team to do 
the market:i:L~ .;tudy planned for the third year and che shot·t-term 
CO" ;ulta;:cics in the firn.:: fiscal ye'lr, including that required 
f.:>r tl:e ,.u::.l\ce:nenc and in5titution~1 coordination seminars in eY 81. 

C. Contractor' s l\e~pons ioilities and Ar.rangements 

Payments to the contractor and sub-contJ."actors will be processed 
in the field on a direct reimbursement basis by the USAID. Contrac
tors w"i.ll al.so 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 sa~inar activity. For this, the contractor will open 
an external account with .. he 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 commodity procurement, the mechanism as described in Annex I-G, 
is throllgh the letter of commitment mechanism. 

1. TIle Host Countr" HechCinism 

On reviewing TF.DB contracting procedures, it was found that the Bank 
did not lw.ve prior experience with the type of comprehensive insti
tution.:::l contract which the Project calls for. It was tempting, 
therefore, to have AID handle contracting directly. It was decided 
not to d~ ~his. however, because of the critical importance of 
unified management of IDA and AID-financed long- and short-term 
advisors. ~o~~t ideal would be one contract for the AID and IDA 
packages combined. This is not possible, however, due to AID's 
U.S, source and origin restrictions and IBRD's requirements for 
international advertising. 

Because TRDB does have experience :!:rom the contracting of earlier 
1M-financed advisors on an individ"al basis and is familiar with 
international competitive bidding requirements associated with 
commodity procurement, it was decided to implement this Project 
thr~ugh 1 host country contract (ReC). The Mission and REDSO contract 
and Ir'gal staff have reviewed TRDB's past procurement activities, 
including invitations for bids, selection procedures and contract 
documents. The recommendations for HCe is supported by REDS~and 
TRDB has expressed p~eference for this contracting mode. 
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2. Prima .... , Contractor Selc~ction 

The yrLToBry contractor ... iL be selected on the basis of competitive 
rroposal eva:~3tion in accordance ... ith standard AID procedures for 
host COlJ. ':r:: .:ltracting c:mtaincd in Handbook 11. TRDB has 
receiVld a Ct}P::, i.lnd ,:cn!:~~ctinR procedures ... ere revie ... ed by the 
R£DSO '-;;,:_.I..;~~, ,·[[ice:: 1,.;:,:::; TKDB. A comp:::-ehensive request for 
proposal;' C.,:! \.Ji 11 be Li. ued as soon after Project authorization 
as pos.i;Llt::. F.EDSO [-.:IS of:e'~-ed assistance in drafting of the RFP. 

Se leer. ~ •.. :, ' . .;: h1\':·-! to be ,.:one \.Jith great care and thr-ough the 
applic~,Li .,~: 0: rL:ornus c::-iteria. This will not be an eAsy project 
to imp :,·:::t'r·,~. 'r;:( sl,ill~;, C; l[,l ity and other varied talents required 
of the C(]n~J:lcr.Jr ,.:ill be cecnandini:;. Potential contrlctors should 
be aWIl;-e .. ;~'l''''l:: ;n.-~ con,;traints existing in the country which face 
all en:,it.,," i,r:te::Jpting tc carry out lonf-term activities in rural 
arcas ;l[1c: t::,:s ',.;ill be '..Je~come tlJ visit Ta.n.zania. Arrangements to 
visit \·.'ill ::':.: m~ldi.· directl.:, thn.-ug!-. TRDB. Advisors must be uniquely 
equipped to ',,'ori: i:1 the mu_ti-faceted environment called for by the 
Project :1:')\ [tnc ?,\fI acti·,·:'ties as well as the complex inter
institutionai s2ttinG) ~nd incorporate a special blend of skills, 
experience al:c deuication. Institlltions eligible for the contract 
will i:1Chdc: un .. 'v2:!:'sities ;md profi.t and non-profit organizations. 
Such i..Lst::'t',ltions should helve experience in cooperative organiza
tions. '\:C".'1: t.\3.~king and ::nance .:lnc East Africa. Tanzanian experi
ence I,rUl hi' ,':'Hti.cul:.'.rlv i.r.Jportant. 

REDSO l~2.c: a':L·''::'O.1 to .:i!;sis~ 1:.1 preparation of tlle Commerce Business 
~ (CBD) :h;t:ice and thi'. request for proposals. TRDB has agreed 
to provide the draft contr",lct for REDSO ~nd M:!.ssion review. 

3. Contract0r Services and Respon~ibi1ities 

The contractot" I.ill provide prccurement services for technical 
assistance and sel.:-cted com[aodities, including the office equipment, 
supplies d11(: t:r3.inil.~ materials; placement and backstopping of 
participant!;; and invc'ntorv al1d record control for all cormnodities 
procured under the contrac~. The contractor will provide all 
technical as:;istance serV;.c2eS (with the exception of the procure
ment advisor and the first four months of services for the financial 
advisor, the short- tem cO:1sultancies for seminars and planning 
in the first fiscal year, .lnci t,h! nine-month consultancy in mar
keting); and all U.S. and third country and in-country training 
(except for the first tlvO participants in accounting and computer 
science). 

4. Sub-Contracts and Join~ Ventures 

Given the complexity and variety 0: tasks and scopes called for by 
the Project description, it may well be. necessary to dra ... on the 
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will especi<llly Le the case in tne area of management training 
and plannin~. TIle metho~ology and technology sought for these 
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aod other C;t".::lcnts wUI rt::jllire .1 ~igh order of specialization and 
experience. It i:i rec(J=(;!1UC(~! th .... refort;, that TRDB consider 
cAlling for jo:'nt venture ?roposals which would cover the mix of 
nece,<;"jr,' .:. i.L: ·o'i.~:: .::.:: :::'.lc!quatc do::gree uf pro[f;:ssionalism. A 
sub-C()ntrLlL~ ll:(;cr;anism could also be employed for this. 

As ex;:iJV1eG in ti.e Project description, given the complexity of 
. the Pr,)} c:(: J.'; d \,,'Lolc anc: the mag;-Jitude of contracting, procurement, 
adminL:tl'']::;vl~ .:,,-;J iinanci.il arrani;ements which will need to be 
carrieci uu;" ;l i'c'l.,rth advL,or is planned. Because of the more 
opera t. ~.,),:.:l; rr: i- :; nd the 112ed to be independent ly responsible to 
Bank H.J.na,:L';_,',L, ,this adv;"jor will be outside of the program-oriented 
contract p~c}()Sed for the hulk of the institution building activity 
under tbe ProjL:ct. In addition, ic is intend"'d that this advisor 
be brousilt on board in tht', early months following the Project agree
ment so that he c.\aY ;Jrovic<2 needed "start up" assistance to the Bank 
in the mt·~ting .)i .\.ID and 1m cond:'tions and covenants, the institu
tional contractiws process, corrnnodity procurement and a host of 
adminbtrati'Je details. 

The contr3ct [C1r this advi.:ior will also be host country in nature. 
The Bank "'ill ';olicic ind]yidua.l proposals in Tanzania anc the U.S. 
for the posid,OT1 imm('diat(~ly after signing the grant agreement and 
hopefully se l~Cl t.he 'v.'inni:1g individual within ninety days. One of 
the sti"ulat;ons in the modified RFP for this position would be that 
the indiviciv .. 1 \·,'uuld be prepared to move immedi:ately to Dar es Salaam 
(if not already ~'.here) upon being i.!warded the contract. 

D. Issues Rt=lated to Impl·~menta'.:ion Arrangements 

1. The February 2-, 1980, audit report entitled, "Review of the 
AID Program'i.n Tanzania," 1,1 Recounnendation No. 13, recommends, 
"USAID/Tanzania, prior to ::,igning the Project Agreement of Phase II,'1:..1 
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 !le;Jarately accounted, and that there 
was considerablc3 float tL~e between Treasury disbursements and actual 
use of the funds by TRDB, \.Jhich 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 

11 Audit Report No. 3-621-80-07. 

'1:.1 The follow-on project to "Agriculture Credit," (621-0117). 
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team. almost all AID funds will be for c.~rect procurement of services 
and coornodi::if"!i. The grant cOltponent w:11 be in the form of raw 
materials (e.g .• steel), equipment (engi~es). and hardware (nails, 
wire. etc.). ThuB co-rnin~ling of funds will not be possible under 
such imp lementa tion arran£ements. 

The use of A 1D- financed cx:moditi..::s for lending other than NAFCREP 
lendi.·,z , •• - f,-., .. ! c!:"O? :,:.!l:::cd llc::ivities :;'S not a real issue. 
Ca:II1loc!icil': ',,;:11 be accOL::1ted for; delivery and end use in villages 
monie"n,!. \:, a pr,lctic21 mattl!r, some of the commodities by their 
n:.lturl: ,':1;: used only i::Jr food items (e.g •• the mills). For other 
items, ,,',le:; ,J" ",.015, it .i.s neithl!r rea~onable or desirable to 
limit thei.r use for food crop production only. 

2. Slow dL:bUl'sements from Treasury to TRDB have been a problem 
in the currc':1t project. In the same audit report, recommendation 12 
suggested t:1~ IO! lowing be includeci in the Project Agreement: 
"(1) all ;'3.\ID Jisbursl!!Tl:.:nt be pussed fram Treasury to TRDB within 
)0 days; and (2) the curri!ncy exchange r3.te at which funds are 
passed to T!\.Di) be that rate of exchange existing when the funds are 
received b; Treasury." T:1ese two prohlE.rns will not be of the same 
magnitude in the new Project since most funds are not t::J be chan
neled through l'reasury. Those that are, will be mostly for local 
currency expenses. Nonetheless, the recarnmendations are appropri
ate :lnd will be negotiated in the Project agreement. 

3. The 198() Progruffi Audi.!: report, recommendation 15, suggested 
USAID ohtaii1 ar,:reement o~ the minimum level of mid-level and pro
fessional p2rsons which the Bank will provide in the new Project. 
Annex II-F contains Tru)n staff expansion plans. This plan will 
be inc1uderl i.n the Amplifi(·,j Project Description of the Project 
Agreement. 'J'h~ rollowing covelie.nt vTill be included in the Project 
Agrecmel;t: ';1'11e TRDB cov.~nants to undertake staff expansion as 
described in the AmplifiQ.J Project Description and to provide all 
personnel needed for implementation of the NA.FCREP lending activi
ties in a timely maImer." 

4. A 40% 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, identificati~~ 0f a person with the necessary 
skills may not be easy. The Mission and TRDB welcome any interested 
parties to contact them directly. 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. lmple:nenratiun Period 

According t:o H.ondbook J. ,\?pendtx 3C, the length of the Project 
frnm 9lbl"'.i~'; ~~: tr..:: :-:-:.'jc.:: Agrc.:;mcnt through the PACD should 
normally :1C~ '-,~:cet!d six (6) years. The implementation period of 
this PToj~ct ~s longer' it is ~stL~ted tn extend from August of 
1980 t:' July 3D, 1987 •. U 'D1ere art! several reasons ...my the 
implemcnt3.ti):1 ,JerioJ of this Project is justified for this length 
of time. TIley in..:luJe: 

(:1) A ;-~-e· implementation pel'iod of approximately five to six 
months is n,<~ded. During thb period and AM:. plan will be financed 
with Projec. t: :'Imd~; to prepm:e a protype design and specifications 
for the ~illagc ~0rvice C2nters and detailed plans and specifi-
cation!; fc'J' .. Ii,,· 11l)USt.:S. R~DSO engineers will review the plans 
for VSC's, nake 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 is recOl:Il!r.ended for 
lending activities. ~.Jhile the financial analysis has justified 
a $30 million grant is necessary, it is not reason3ble to expect 
the Bad:.' :.i l{~nding progrllIn to expand at a rate which would allc';J 
expenditu;:e :Jf t.he funds ia less than six years. The Mission 
considered the option of 3 thr~e-year project with a $10 million 
grant (the amount to be di.sbursed in the first three lending years); 
however, USArfl believes L: appropriate to make the long-term com
mitment for <'l:pport of TRD3 so that their current expansion plans 
and activi.tics 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 NAFCREP program, Therefore, a longer implemen
tation periOd is needed fot" 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 pJmployees. 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. 

The ?roject Agreement can be signed for only a five-year period. 
REDSO/RIA advises the agreement should discuss the longer 
implementation 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 prcpuration of the PP, a cpr type ne~~=~ was developed for 
the Project. It is not included her", :.<.JWever. because of its 
complexi ty and size. It also mie~.t give the impression of more 
precision in the planning process than was actually the case. 
Instead, [or ease cf presentation, a narrative implementation pl~. 
is presented U1 Annex I1-J. Phase I of the Project begins in 
CY 1981 and continues through 1983. The remainder of Stage I 
(1982-1983) is 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 subjLct to revision based on more detailed 
planning both before and after authorization. 

As noted i~ the Projec~ description, detailed plans are required 
for trainillg and :he t"esearch activities prior to initial dis
bursements and thereafter on a periodic basis. (Also see Condi
tions and Covenant j.) Hhat is done in the implementation plan 
is to designate cLitical planning events which must occur prior 
to obligation and e~~enditure of funds. 
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V. Evaluation and M~!tor1ns 

A. Evaluation Arran~ement9 and Plan 

Evaluation end monitoring arran!;ements of impact are discussed 
throughout this ~aper. The entire Project is oriented toward 
evaluation. Comparative data collection and analysis for determina
tion of ~pact and the variety of special studies and planning 
exercise~ that will be carried out are central and critical sub
component:l C £ che Project and will have a corresponding priority 
on the rart of the TRDB Project management, the contractor and 
USAID. file evaluation schedule, tailored to draw from these 
acti~ities ~Dllows: 

1. Schedull: 

(a) December of 1982 - This will be an independent contract 
evaluatio~~hich \.;ill focus on comparative village and farm level 
data and studies as described for Phase 1. The inea will be to 
feed an ~'ut:.;ide appraisa::" int:) the planning process for Phase II 
as well as proviJe the USAID with additional views and recom
mendations relative to the efficacy of moving forward Hith new 
obligations of the nature and magnitude contemplated. 

~) Spring of 1986 - This will be an extremely significant 
evaluation and should be planned and staffed accordingly. Hope
fully, it will be carried out jointly wi:h other interested donors 
such as IM and FAa in addition to the TRDB itself. The objective 
will be to provide a solid external contribution for future plan
ning wh~rh will involve f~r reaching decisions relative to the 
widespl~ad application and replication or models and lessons 
learned over the full Project period. 

(c) Team Composition - Both of the evaluations will be per
formed by independent contractors with TRDB and other TanGov 
participation. TI1ey are funded by the Project at $75,000 for the 
first and $100,000 for the second and will include mul~i-disciplinary 
teams for periods of six weeks and two months, respectively. Team 
comrosition in each case is xpected to include the following skills: 
evaluation/manage~ent. rural credit administlation, economic anthro
pology, agricultural ~concmics, and commodity systems, including 
marketing and distribution. 

B. AID Praiect Monitoring 

The pr~~ry responsibility of the AID project officer will be the 
monitoring of Project activities and tmpact. Most Project imple
mentation activities. after the one-year pre-implementation period, 
will be done by eith~r TRDB or the contractor. The Project officer's 
tmplementation responsibilities will be primarily to provide support 
and guidance. Monitoring will require frequent field visits to 
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regional anc district offices and borrowing villages. The Project 
officer is nlso to provide liaison with other AID-funded projects 
aDd assure there is adequate cOlllDUnication and sharing of infor
mation of the results of related activities. 

c. TRDB Project Monitoring 

The Develop~ent Directorate of TRDB, which includes both the 
Research and Planning Divisions, will be primarily responsible for 
evaluatiun and monitoring of the Project for TRDB. The AID-funded 
advisor wi 11 provide assistance, and short-term consultants will 
provide additional resources. The studies and research activities 
to be undertaken are outlined in Annex n··A. These should provide 
continual information for evaluation and planning. 
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Vl. Negotiating Status 

A. Backgrnund 

TRDB has been an active participant in all phases of Project design. 
Project riLsip1 :;Jethodology, funding of AID and other donor activi
ties an,1 ':'r.J;<t2mentation arrangements have been thoroughly discussed. 
Most cc.;)dirions and covenants relate to Project phasing and additional 
plannin:~ ~·eq\;irf'ment5; however, a few relate to Ministry of Finance 
arranger:le:1t.';.~11l::;e may be more difficult to negotiatej however, 
TRDE is ,"xpected to take a leading r:Jle in these negotiations. 

B. Condit ilm;c Precedent tn Disbursement 

The Project Agreement will contain the following: 

(1) "l':-i<'r to the first disbursement under the Project, or the 
issuance by A lD :Jf documentation pursuant to which disbursement will 
be made, the Grantee will, except as otherwise agreed in writing, 
furnish to AID in fonn and substance satisfactory to AID, a stat~
ment of the names of the persons holding or acting in the office 
of the Grantee, together with a specimen signature of each person 
speci.fied in such statement." 

(2) '1Tior to the first disbursement for commodities to be 
purchased from the capital;rant for lending purposes the Grantee 
will provide in form and substance satisfactory to AI~ statements: 

(a) authorizing TRDB, or its appointed agents, to directly 
unport commodities required for the lending program; 
and 

~) exempting such commodities from any import duties and 
inspection fees." 

(3) ''Prior to any disb' .. i:sement for commodities to be purchased 
from the capital grant for lending purposes, the TRDB will provide 
in form and substance satis~actory to AID: 

(a) 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. 

~) 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 di~tributor receives payment directly or indirectly from 
the vi llage or when a manufacturer is to pay TRDB directly for raw 
materials • 

(c) a plan for achieving and monitoring a two percent 
annual improvement in loan repayments. 

(4) "Prior to disbur~ement of funds to the contractor for 
participLlIlt training activi ties, TRDB will prepare a detailed plan 
for yearlY trai_ning activities satisfactory in form and substance 
to AID." 11 

This plall Hill include the names and positions of students to be 
financed, uni versiLes and organizations to accomplish the traini.ng, 
courses \of ~; cuJy, and an explamtion and justification relating to 
the job th,' ct"aince will occupy when he or she returns to the TRDB 
upun comrietion of studies. Thereafter, annual plans will be sub
mitted no later than December 31 of each calendar year. 

(5) "?rior to disburr;ement of funds for operating costs of the 
Research and I){,vc lopme..1t sub -component (vehic les may be ordered and 
technical assistance provided) resea~ch and study plans for the 
coming 12 to 18-month period will be submitted for approval by AID." 

(6) "Prior to obligation of the Capital Grant for Phase II 
financing, a three-y~ar pl..m will be submitced to USAID for review 
and consideration to the ~~ssion Director. It will include detailed 
analytical justificatLons (including firm cost estimates, adequate 
plans, and social, environmental, technical, engineering and other 
analyses as may be required to satisfy AID policy and program and 
planning crj,tcria." 

C. Covenants 

The following covenants will be included in the Project Agreement: 

(1) "The Government of Tanzania covenants to pass all AID 
disb; .. ::sements from the Treasury to TRDB within thirty days and at 
the CL'rrency exchange rate existing when funds are received by 
Treasury." 

(2) "TIle Government of Tanzania covenants that all AID-finaD.ced 
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 councilor assembly 
approva 1 • " 

(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-tenn participants. 
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solely for the TRDI: National Food Credit Program." 

(4) "The Government of Tanzania covenants that all loans for 
fixed assets will be for th,~ unrestricted use of the village members 
although the asset may be o'w'tled by a.n individual I)r family." 

(5) "The ('.overnment of TanzG.ni.J covenants to provide all 
required participant trainees and will assure that such trainees. 
upon complet1()~1 of their studies, will be assigned to positions 
within th~· Project c04lI1lensurate with the nature and level of train
ing received ,1.1 :::ay be acceptable to USAID." 

(6) "The Goverrunent of Tanzania covenants that it will expedite. 
to the ma>:ilTtt;ffi extent possible, clearance through port and customs 
of Project-fi:lanced or relaced cormnodities and materials." 

(7) "111(, n-',DB covenants to provide on a timely basis all 
required counterpart personnel not financed by the USAID, including 
a Project manager. Such personnel will include additio~s to the 
staff of thl..: Planning Division of the Development Directorate, the 
Directorate for Regional S~)E'rvision and Coordination and such 
other Directorates as may bc considered essential for purposes of 
efficient Project administration in accordance with the terms of 
this grant agreement and the \mplified Project. Description appended 
hereto." 

(8) "TIle TIllB covenants to provide adequate temporary housing 
for USAID-financed technical assistance personnel in Dar es Salaam 
until such time as pernunem: housing has been constructed." 

(9) liThe TRD13 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) liThe TIllB covenants to undertake staff expansion as described 
on the Amplified Project Agreement to provide all personnel needed 
for implementatl.on of NAFCREP lending activities ill a timely manner." 

D. Standard Provisions 

The standard provisions of the Tanzania Project Agreement will be 
amended to include the 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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~) 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 negotiations. 

(c) Subject to the approval of the U.S. Ambassador, 
long-term advisors will have privileges to use tile U.S. Commissary. 
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ffiOJECT tF.SIGH SUAlMfif 
lOGICAL FHA1IDlOilK 

J', "Jed, 'J'j t}c: & N'lIIil..,r I1csourccs for Village ProductIon a.nd lu.:a.e 

______ ~~~~~~(~62~1~-~al~5~5L)----_.~~~~~~~~~UM~~~--_.~~M>~~~~U_---1~----_,ruR~vn~ 

""'pr,1on Gola 1 

I~roved voll being and increased partici
pation of the rural poor Ln • groliing 
eColnolllY· 

PI'., Icc t ("o()~ I 

Illcraased proJuctivlty. production and 
in,:ollle generatinG activities aDd i,oprove 
~Icketing of goods and servifes in 
village:;. 

'l'oleet P,'rpose 

A strenglhened and expanded cOlIIDCrcial 
Bllpporl and delivery syst.,m for the pro
visIon of production related goods and 
~crvi~es in vill~geB. 

Hl!asures of Goa 1 Achievement 

~roved StnDdard of Living 

LoaD repayment rates improve. 
increased demaDd for services. 

E"d of Projact Status 

1. Increased Institutional capa 
city of TRDB to serve vUla 

2. Increased village partici
pation and absorptive 
capacity. 

Project evaluations and studies 

R~search department's Impact 
studiea 

1.1 ~)loyee performance evalua-
s. tlons. 

1.2 PruJect evaluations 

1.3 Finsnclal reports. 

2.1 Village records of lending 
activities. 

2.2. Numbers of losn request. 

2.3 TRDB repayment records. 

TanGov goal •• re ....,I_otecl thnllUr .pproprlate 
polices .nd prolr •••. 

Increased productivity viII re.ult In Incr ..... 
econOMtc returns to the proollU'era .nd thea r 
f •• nie •• 

Increaaed .v.II.blllty .nd .are .ffectlve pro
vlalon of required good •• nd .ervlce. viii 
lesd to Increased productivity .nd production. 

Farmers wsnt to produce .are. 

1.1 TanGove will provide the e.aentlal capital 
and policy .upport to the TRDB de.plt. the 
current balance of pay.enta .nd natIonal 
budr.et crises. 

1.2 Inter-instltutlon.l role. and re.pon.lblll
ties are defined. 

2.1 Villsges do have the potentisl in tar.. of 
human, orgsn~&.tlon.l, .nd phy.lc.1 re
sources to meet the condition. 

!i 
.£: ... .. 



ffiOJECT J:~ IC'dj SlUAAkY 
ILIGICAL FkAUEtlOfiK 

LlfL: (.f r,,'-'Lot fl~5.000.000 
fn..BI n .!2...- t.. n.!L 
Total II.S. funding t44. 2 .11 .. _ 
hlU, PrelJl'""d March, 1.10 

I ... jed. 'J'i t1c & N,unlocr Ro!so!lrces fOI YUlage lJ:oduction and lnco..e 
. . (621-0155) 
____ IIJ1lujA'flW: :llll.t,to\III . (lIl.JY.CTTVEI.Y V\o:RTFIABJ.E JNllTr.A'ltlll: t.4EA~ OF ~IFICA,.n N 

End of P.'O tect Stalus 

3. Increased production and 
vl~laga incomes. 

3.1 Studies and pilot activities 3. Significant expansion of yilla •• aat.rprt •• 
outalde the area of traditional ... 80G81 

3.2 Research Division evaluations food and export crop production .re 
p088lble. 

3.3 Project evall' :tions 

4. Inproved marketing infrastruc~.l TRDB and ~C records Project 4. TaoCov will t..,le.ent rec-.!datt_. 
resulting erca I~ study on ~re .ffactlYe 
input distribution. 

ture and services espeCially evaluations. 
In villages. 

4.2 Research Division Studiea and 
reports, IDcluding inforaatio 
on goods available In village 

4.3 Activities resulting from 
Inter-instit~tlonsl seminars. 

5. Improved nstional institu- 5.1 Delivery records of TRDB.NBC 
and other instituions. ti~~al coordination for mor~ 

effecL!ve sup~n~~ of villages 
5.2 Seminar proceciir lis. 

5.3 TanGov policy statements. 

5.4 lnslltution.al operating 
rroolldures. 

5. Concerned entities intend and .. at 10 

coordinate; only the .. thodolo., .Dd 
mechanlama are lack log. 



l'HOJ~;CT J E:;Wtl 0UIoIMRY 
ILH.:I L:II L f1 U\MEWllU K 

1''''J"ct Ti t.lr: & N'U:llot,r Rf!sources for Village Production and Income 
(621-0155) 

JWHIfITl'LE ~;UM',IAHY OBJECTIVELY VERIFIABLE INl'IC'ATOfl: MF.ANC OF VERlFlCATll H 

Outputs 

1. Increased institutional capability of 
TRDB through: 

l.a.TRDD staff. capability at both head
quarters and field levels will be 
upgraded. 

l.b.lmproved management and operating 
procedures within TRDB. 

l.a.(l) Project Officer~ and l.a (1) TRDB document •• 
Credit supervisors viii 
improve quality of loan 
appraisals tending pro-
cedu~es, collections,and 
delinquency control •• 

La (2) Regional HaMgers will 
improve branch and port
folio management. 

1.a (2) Regional Hanager reports 
and Zonal Henalers' evalus 
tions. 

l.a (3) Zonal Managers will effec i.a (3) Personnal evaluations, 
tively supervise and training recaa.endatlons 
train field slaff. 

l.a (4) Headquarters staff im
prove management. 

l.a (4) TRDB policy directives.and 
work assignments. 

l.b (1) Information is available 1.0 (1) Financial reports 
in a timely manner. 

l.b (2) Operating guidelines and l.b (2) TRDB manuals and training 
procedures are prepared materials. 
and implemented. 

l.b (3) Appropriate but si~le tc l.b (3) TRDB fonns and procedures. 
use forms are prepared 
and implemented areas of 
Bank operations. 

IlIItirnl\NI f";~lWIJ~N: .... :·_. _____ _ 

l.a (1) Adequate ataff will be hlr.4. 

l.a (2) Adequllte m.IID~rR of q .. allff"d Henelll'r. 
are Identified ert.r Zonal l'te'IQ,l'n erl' 
approved. 

l.a (3) Zonal HanaRer rP.pon~iblllltlp. srI' 
adequately defined and .111 not dupllnte 
oth~r personnel reRpon.lbilltfeR. 

l.a (4) Traininl prawidad is approprIate and Reftk 
....n.g_nt initiat ... nq\ll ~d chanl ••. 

I.b I~ sS6istonce in tht •• rea I~ I'rf~~tlv .. 

IDA a •• i.tenca In thl •• rea I •• ffe~tiw~. 

ow : • ... 



I.c. Laproved financial viability and 
Ilrovth throughout the 1980's. 

ftioJ'EC'l IlESHl~\\ SLUMkY 
lOGICAL FHA~<~r(K 

l.cO) Op(!nln!J of rediscount 
window. 

l.c(l) Financial reports. 

l.c(2) COllaborative arrangement l.c(2) Observation and financial 
with NBC for utilization reports. 
and relending of deposUs . 

. c(l) Borrower's are liable for 
repayment. 

l.c(4) Collections improve 21 H 
year. 

l.c(l) Villages not repaying d~n't 
receive new loans. Re~ional 
reports 

l.c(4) Financial reports 

.c(l) IIOT w11l ...",e ahead with rural de".la,.allt 
funds plaos. 

l.c(2) Hinister of Finance viii continue eUPfOrt 
for thia policy. 

.c(l) n,ere are DOt ca.petlnl gi .. -a ... y prosr_. 

.c(4) Drought or other unfores~an di .. eters doe', 
Significantly affect/loan reps;,.ntl. 

l.c(~) Bank is liquid thruugh 
19'10. 

1.c(5) Financial a~d audit reports •• c(5) No new major policy change I sre •• de. 

l.c(6) Bank is self-sustaining l.c(ll) No further request for 
for local currency require grant. 
__ nts. 

l.d. I.oprovo:d planning and deci .. ion making l.d(l) Systematic data coU"ction I.dO) Resesrch Division studies, 
at all levels. and analysis of on-going reports and recommendations. 

activities. 

1.d(2) New areas of lending and 
probl~s identified. 

l.d(2) Studies and pilot lending 
actIvities' reports Bnd 
evaluations. 

I.dll) Appr~priate management l.d(l) Project documents 
and Project management 
system tra ining 1ti achieve 
through the project 

.c{6) Treasury wIll have foreign eKchenge to 
finance import. by 1990. 

.d(7) Research Division activities liven Ir .. ter 
e~haai8 by TRDB. 

.d(2) Appropriate technologIes eEII' but only 
hllve not be"n tested or _de Ivellable to 
Villages. 

l.d(l) Incraaaed sbility II desired by steff. 

.... • • • 
~ 



PRDJ1I:CT DESIGN StHtARY 
LOGICAL FRAHEWORlC 

Peolcct Titl" & Number Resotlues for Village rroductIon and Income 
621-0155') 

I.e &1 effective decentralized structure 
of the Bank with ··upgraded competence 
and r~spon9iblllty at zone, regional 
and district levels. 

I:>BJECTIVELY VERIFIABlE INDICA.'lUJS MEANS OF VERIFICATION 

1.~(4) Evaluation lending to dlversl- l.d(l) AID aod TRDB evaluationa. 
ficatlon aod eJq-analon. 

l.e(l) Increased responsibilities 
delegated. 

1.e(2} Increased loan approval 
authority delegated to 
reglona 1 manage ra. 

l.e(l) Increased field scaff ability 
to service loans and repay
ment rates improve. 

l.e(l) New procedures. 

1.e(2) TRDD directlvea 

l.e(3) Performance evaluationa. 
Financial records. 

l.e(4) Hore TROB facilities are 
located l:hrougheut the country l.e(4) Observation, evaluatioo aod 

TRDB reports. 

l.e(5) Expaoded lendiog. l.e(5) Financial records. Regional 
!tanager reports. 

Llfa of Project 115~.009.ooo 
rl'Olll ry 19. to " !! 
Total U.S. ruodill&.&d. .\lU. 
Date Prepared ",reb. 1!19 

IMPORTANT ASSUMPTIONS 

l.e(l) TRDB intend. to dale.ata r •• pea.lblllt, 
and loan approval authority. 

1.8(2) Zor.al _nagen don't bac_ a _ layer 
of revlevlna officar. for loan appli
cations. 

l.e(3) Additional flald ataff ia hired and 
tranaport la aY'llable. 

l.e(4) I~roved acce •• by villa.er. to fRO, 
faclillies viii increa.e lendlna and 
Improve repay.ent rata •. 

l.e(5) Village demaod ezlata aod resourca. are 
available. 

2. I.aprllve.J Village capacity through Gli", l.e(6) Increased accountabiliCy l.e(6) Job performance evaluations, l.e(6) Improved job perfor.ance daalrad by • 
d"VdlojllllCllt. for performance of delegated 

respoosibiliitiea. 

2. 

2.1 

IU1proved repayment rates. 

Adequate records are kept by 
villages. 

2.1 

2.2 

audit reports, Internal Bank ataff. 
audit reports. 

Financial reports 2. 

Observatioo and evaluation 2.1 
such as credit impact studie 

TRDD recognizes need to locreaa. 
vll18ge absorptive c'paclty .nd devole. 
rClsource8. 

Repayment rat •• reflect profitabillt, 
and effectlvene ••• 

2.2 Adequate tralnlol activltle. eai.t or 
are plaoned for all ....,l_ud 



Llf. of Project '1~5.OO9.ooo 
rra. " !2 to " !i 

PRO.JECl DESIGN SlHfARY 
LOGICAL FlWIEWRK 

Tou I U. S. Pund iaa 144 2 .1111011 
Du. Pnlparad ",rch 19110 

Proje(;l TItle & Nllmber Resources for Village Production and Income 
(621-0155) 

NAKRATIVE SUMMARY OBJECTIVELY VERIFlCABIZ INDICAlORS 

2.2 Effective 9ul'ervis.ion of 
Individual borrowers by village. 

2.] Sound work plans organized and 
implemented. 

.4 Democratic sharing of cOlm!lUnal 
goods. services arad debt. 

~J' Increa~cd Investments. production and 
co_reial activities in villages throu! I: 

l.a Expanded lending in areas of known retu ,",3.a 
(PI lase I) 

- grain mill loans 
- village service centers loans 
- Farm implement loans. 
- 0" cart and plough loana. 
- Farm machinery and transport 

loans. 

J.b The establh,hmeht of the Analytical 
foundallon and a plan for considering a 
IIL1jor nlral !lector resource program 
gr"al.(PI·~se I snd II) 

J.b Expcrimnntal loans. studies and 
plan9. 

lec 'Ole replication of lending 9ctivities 
lellted and planned on phase I for pOlilli 
ble: • expanded geographic couerage and 

emphasis. 
expand,," seasonal len,ting. an.! 
""I'"nsloll of NAFCREP to i.clude 
new poo"tfol1us. 

MEANS OF VERIFICATION 

2.] Observation and evaluation. 

2.4 Credit supervisor'. trip 
reports. Observation. 

2.5 Credit supervisor's trip 
reports. Observation. 

D1PORTAHT ASSlM'TIOIIS 

2.] Vill.ge counclla willing to aupervla. 
Individual ~r"d1tou. 

2.4 Vill •• e tnlDlns proYil1ea _c .... ry ... 111 •• 

2.5 Village le.dershlp is .. ble to I"",lemenl 
policy and political or loci.l preaurea will 
not conflict. 

]. TRDH recorda. Impact .tudies ].a Aa5umptionl in eeano-Ie .n.ly •••• re •• IId. 
Evaluations. 

].b New technologle. c.n be .deq~tely teated .a 
Phase I. 

J.c TRDH ataff will exp.nd .ufflel.nlly to c~er 
new areas. 

CDSS geogr.pltlc focu. vi II be .pproved. 

Fanning systems project will produce .r ... 
specific input package recommend.tlons : 

• 
'" 



Ufe of Pl"ojecL U55JPOO.OOO 
Fl"a. FY 80 to " -=1,;:;6 __ 

PRW fX:T DES leN StDtiARy 
LOGICAL FRAMEWORK 

Total U.S. FUndlnl $44.2JlII1= 
Date Prepared "-rJn. 1910 

P.uj&:ct Title Co Ilumber Resources for Vil1Ue Pro<luctlon and IncOlliC (621-0155~ 

-'-,:il'RA1:IVE SUlti1ARY OBJECTIVELY VERlrIABLE ItlDICA'l'ORS HEMIS OF VERIFlCATl<X1 IK~RT"'lrr ASSIMl-TIO!-!S ____ A-.------.~~~~·~~~----------_1--~~~~~~~~~~~~--~~~~~~~~~--~r_--~~~~~~~-----
!.!...!.Lc:!!.. 
!'. : L.,I,.· .. ",·J ""'1 ~"Llnll Jufrastructure and seriices 

t:~I",,:bl1y III villaged. 

4.u AItcnlatiVe bytit"ru for rrunagemcnt, and adruini
~LratJon of ag input procurement and diatri
buUon is t1esi!;Oed. 

4.1 Rationalization of present inefH.· 
ciancles ira Input distribution. 

4.2 System designed which is econOlDic, 
effective and self-sustaining. 

4.1 TanGov policy on diatrl
bution re.ponaibllitl~s 

4.2 IDA and AID study recOlD
mendations. 

4.L Atested alternative dystem for input supply and 4.3 Improved system is made operational. 4.3 TanGov directivea to 
t11sldbutlon parastatais. 

s. 

S.a 

,).b 

lmpl'uved n3tioll.(11 institutional coordination 
1D0r" effective support of villages. 
Improved planning for coordination and 
deliVery of serviced and goods. 
A t1eluollstrated Integrated scheme for deUvery 
of service,; IIIIJ goods. 

fo j.l Communication and cooperation among 
TROB, PHD, KILIHO, marketing authorl 
ties improved. 

IIlPIl~S lind ~I..tsn i tude 

I.a. Staff Training to Strengthen 
In!ltltution 

TA: 3 py alief Training Officer 
3 py Farm Manageruent Specialist 
3 py Ag Economist 

Training Materlals: $200,000. 

AID 
TA'? 5 py ~ccntralizat1on/Traillcr Advisor. 

6 pm "<lnSO It .. nc ies. 

'1'ralI11I1G: 26 SA and MA dt:grees in ag economics; 
t:x"en:llon, agronomy, ag engineering, 

statll1tlcs and planninG at HOrogoro and U.S. 

Observation 
Host Country Contract 
Evaluations 
Project Monitoring 
Letters of Credit 
BlIls of Lading 
Annual Tl"aining Plan 

4.1 TanGov viii c<ntinue to l"ecOlola. 
probl ... In th •• e area. and II .. 
priority to reeolYinl th ... 

4.2 Present .y.t~ can be I~.oved. 

4.3 TanCoy villlng to reduce fn.(flrl • .,. 

5. 

through a.'y necesaary pol Ilcy 
dechlona. 
Intent for coordination eailt. 001, 
~chani •• a and ~thodololi •• are 
lacking. 

TRDB haa capability to ~nitor HOC. 

... 
; 
... . 



Project Title & Number Resource for Vil1ase Production and Inco.e 
(621-0155) 

PaOJ B:T DES IGH SUfltlRY 
UlGlCAL FRAHEWORI. 

_____ ._.t"'IAI!RATJVE Slnii .... RY OI!.JECTIVELY Vl!RI?IAI!U RIDICATORS HEAHS OF VERIFICATIa. 

I.b. 

6 COLllputer .md CPA tl:aLning 
progrlas. 

90 person months s~ecialized trdi~ 
ing In U.S.or third cuuntry 

18 three months specialized train
ing In third country. 

10 one .anth study tours. 
21 alnths of _oagement training 

alld 8pecific problem solving 
sClDlnar~ • 

eo.->dltie .. : OfUce and Training supplies. 
33 Vehicles and - 150 Hotorcyc1u. 

TSilGot: 
Ientl1 cOHts 
Pel' Di", .. for Selilinar attendees 
Sdlal:7 dnd allowances for participants. 

Or.:p"lzallon/nethod" 
AID ·r.· ... inlng 
In-country Se.Dlnars Hgt. 
Short cOllrses in II.S. or 
Short Tours. 

TonGov 
~s 
Pur Dielll 
Loghtic Suppllrt 

1M 
~ 411 pili <"Oll,,"lt.llltS 

Si!llIlnara ) 
3rd Country ) Sed I.a 

) 
abu'le 

c. ..... 'Jdt tie .. : Inc 1l1dillg computer and 
consulting 

) See l.c below 
) 

U fe of Pr-oJect 
rro. FY d.) 

Total U.S. rund~ !4O.0 al111_ 
Date Prepared "'reb 'till 

IHl.'OltTAHT ASSUMM'J~ 

'I .. • 
~ 



Project Title & Number Resources for VIllaga Production and Inco.e 
-W1-o(55) 

PROJ D::T DIS IGH SlRt41RY 
LOGICAL FRAHfllORK 

NAkRATIVE SUlfitARY OBJECTIVELY VERIFIABLE nlDICATORS HEAlIS OF VERIFICATICII 

Tnputs 
l.c. FInancial Viability 

1M 
ii7 36 pill short-tel"lll 
C~~dities: Co~uter $700,000. 

Equ Ipment $400, 000 

AID 
TAT 5.3 p~rson years Financial Advisor 

2.3 person years Prod"cren~nt Advisor. 

Training: 6 tvo year 1..5. and computer 
Science Co:.Jrses. 

Other Costs: Co~dlties for lending 
$30.0IUllton. 

1.<1. Planning and Ikcislon Making IlANIM 

'rA: 2 LT Econollllsu 

Tn .. 
TAT Farm Hanagelllent Adv19or. 

Ag. Econoillist. 

AID 
Ii: 5 person years Planning Advisor 

1')8 pm short-term consultants, US.-an 
2 EV3luation teams 

Research Enumerators 
l'l'uinlng: S~lIIinars - p,m. of seminars 

Study tours 
Long term training 

)See I.a. above 
) 

Tallzanian 

)See La. above 
) 

Ufe of Project 
F~ FY -,,8:><0 __ 

JIH 000.000 
to " ., 

IJoP.CITAIrr ASSlM'TIOMS 

It viII be ~oBalbl. to rerrult 
flnanclsl .dvlaor with sa •• quallrl
cation. a. currant a~vlaor. 

... 
i ... 



PruJect Title & Number Resource. for VIIlaie Production and Income 
62141155) 

PaW B::T DES IGII SUtttA.RY 
LDGICAL FIWtEWOU 

NARRATIVE Smii .... Ry OBJECTIVELY VERIFIABLE nlDlCATORS HEAHS OF VERIFlCATlal 

Co'lLn, ".11 ties: 2 Landrovers. 
band calculator •• 

TanGov 
~ of Participant. and other allowance •• 
Rental of site for seminars. 
20,000 TSbs per anntD to Research Division. 
I additional Htaff person to Research 
DlyUslon. 

I.e. ~centr.lizstfon 
1M 

2. 

TAT ~Iral Credit Training Advisor 
Cp~dltle.: 6 mobile training vans and 
701 of operating c~.t •. 

AID n: ) 
'rralning ) 
CUlIIIIOdlties) 

TallGov: 

See l.a. above 

Additional Credit Supervisors and 
Pruject Officers. 
5 Zu"al Hanagecs. 

Village capacity 
ATD 
TA-: 48 p. consultant. 
Training: Study tour •• 

LT training. 

) See I a. above. 

(; ..... u,..Jlties: Training ... teriala. printing e c. 

.!!.J.!!i2:! : 
CO.IIII'ld1tiea: ten of (.nCB i ~attl for muhLle 

vans. 

Ufa of Project $U5,OOI:i,OOO 
Fro. rt 80 to " a 
Total U.S. Fund101 s.o,'}-ll110ft 
Date PEep. red ~n.~~~~~::~lL~~L-______ __ 

IHi'ORTANI' ASSlKiTIOG 

• • ': .. 
o 



Proj"ct Title" Number R"lIources for Villase Production and Iac~ 
(621-0155) 

PROJECT DESIGN SutltlRY 
LOGICAL FRAHaIOU: 

tlAf:RATIVE SmU .. RY OB.JECIIV!LY VERli"IABLE IrlDlCA'l'ORS HEA!tS OF VERIFICATHXI 

"I. V: I I 1.(.: CII.acHy 

~'AO 

'i'.,\;' 2 Lr AdvisorB 
1M 
'fA:- 2 LT AJyLsors (Bee l.a. above) 
Cot-.<IHieB: 6 .,bUe training vanB and 701 

operating cOBtB. 

1. :t,;'(P!ndcd L.:n<lins 
IlIA 
$6.0 million in 5 Ikgiona 

AID 
$10.0 ~illion for foreign exchange componant 
of cotaood1liea. 
S.:t: Teaining and TA under other 
co""onentll. 
!!m!!. Ph.1lie I: $26.000.COO in local currenc,. 

4. Input Dilitribution 
IDA Phase II: 
~ 7 ~.m. cUD.ulting 

AID 
TAT 24 pm consultants 
Training: Seminars on in"Litutional) 
coordination and manage~'nt plus ) 
4 p.m. seminars on input distribution 

"'.,nGov 
S'ii:e'R"en ta Is 
Participants per diem 
Loglatics. 

See I ... above 

Ufe of Project 'US.OOO.OOO 
Fro. rr 80 to " IX 
Total U.S. PUndtn. t44 .... ,r-----
Date Prepared I4l"r~.'!l:!!lIr.:-1tH"'''_----

IH?ORTAlIT ASSlKt'TIOllS 

... ... . 



Prolect Tltl~ • Number RP.source for Vil18ge Production and loca.e 
(621-0155) 

PROJtrr DlSIGIf SUtItlRY 
UlGICAL FJWa'WORJ( 

lIAPIlATIVE srntalARY OBJECTIVELY VERIFIABlE nlDlCA"WRS MEAns OF VERIFlCATIa~ 

I 

5. Inter-Institutional Coordinarion 
AID 

TA: 6 p._. Consult~nts 
Training: 4:p.m. of S~min.r9 

Tanr;oy 
Sfte Ro.!ntlll 
l'arl1<'lpllnt:l per diem 
Luglstlcli 
c.:.~)uter Service •• 

See 1. a. above 

ute of Project $US,OOO,OOO 
Fro. rY 80 to n II 
Total U.S. Fundiol t4 ..... I~ .. -mIl..,I,...,_~
Date prepared 

IMroRTAlr:' ASStH'TIOIIS 

': • • .. 
N 



ANNEX 1-8 

IZrrERS OF REQUEST 

Exhibit 1: Ministry of Finance and Planning 
Letter to USAID, October 1978 

Exhibit 2: Tanzania Rural Development Bank 
Letter to USAID, .rune 1980 
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'I'D UMn1!J) JU!It1!!'.1C OP TANZAMIA. 

EDITIII-l~ ________ _ 
,'.. 1 of 1 

MINISI'RY 01" I'INANCE AND PLANNING 

T ..... ~. D.w .. S&u4w. 

T .... : nm. 
(AIIO/lin. COM",IUIiClllir/rf' ,"OIL:: 
"- taldns.d 10 IIJ. 1''1"(1,. 
S_,." 10 1M T~ ... 
N 0'1 10 W""'.) 

In reply plaID qaow: 

~YC/S/550/7/:1/82 Rei. No. ................................. .. 

The :Jirector, 
U. S. A. I. :J., 
P. O. BoY.: 91)0 
D~l.~. :;;s 31~/u~:. 

1)e O.!' Sir, 

THE TREAsuRY, 
P.O. Box 9111. 

DAR &'J SAr..AAM. 

13th October, 1978 

AClION COPY 
NO ACPlM ~1!tG"'''\'RY ,./'. 
R.t.PI.lMJ BY: ______ _ 

. PRO:?().s:~?): .~Gn:i:CtTLT1J1:"'LL 'dtSDIT' By"U::3AID TO T.n~D.B 
1980 1985 

The Board of Directors of T. ~. D. B requested its 
Manage,me!l.t to develop phase II of the Agricultural Credit 

''l1I __ ~~IL CH:Proj~ct to ,be financl8d, by U .S.A.I. D. We understa..tid that 
.this proposaL has "bee'n."disc,:ussed between 'j;he T.R.D.B •. 
and U.S.A.I.D Staff. 

,.# 
~~~1£ 2. Treasur,Y considers the proposal (NaFCreP) to be 

important and of great priority in meeting the needs of 
the Agricultural Sector. lIe are writing to request A.I.D 
to continue working closely with the BaDk 'on the details 
which wi1~ lead to an early implementation of the Program. 

:_ ........ :c.... We have enclosed the pre1iminc..!'Y proposal for, your 
reference ar.d review. 

-
'?fC~ 

C&R' 
ffJ-'2., .. 71 

'. 'for 

Yours faithfully, 

~ t-J.:Q~A-
'iC 6~-~.!u't;Jho byt) 

PRIN'CI~.A.L S:SCHETilltY FINANCE 
.. \JIm PLMnGNG 

c.c. The Chair!l18Il. and Managing Direc~or, 
T. R. D •• 
P.· 0., ~.c. 

D A -n '1' ~"" . 
I .all' '\ .. ~,:, ".uL ... _. '-..• 
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Dr. How.rd L. ~t.v.r.on, 
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D.ar Dr. Stev.rson, 

'seniti ya Tanzania 

ya Maendeleo Vijijini sr.. lSI SI.II ~Ull 
DII II .s.!ua 

dac.: 20th Jun., 1980 

RESOy~CES FOR VI~~AGE PRODYCIION PROJECT fOR IRpe fROM USAID 

I am writing to r.confirm the Ir •• eury's r.qu •• t forwarded 
In the I.tter ref.rence No.IYC/E/S50/7/1 1/82 dlt.d 13th 
October, 1978, for USAIO a.el.tlnc. to the IanZlnl. Rurll 
D.v.lopmtlnt BII .. k and to con fir", the ecope of the p Ilnn.d 
proj.ct. 

I hIve follow.d the activit I.e of the AID/IROB d •• 'gn t.lm for 
the B •• ourc •• for VII lag. Production and Incom. Proj.ct and 
hIve revi.w.d the project plp.r. TRDB I. mo~t d •• lrou. Ind 
wll ling to und.rtak. thl ••• pln.lon of the N.tlonal food 
Credit Programme (NAfCREP). AIO'e propo •• d contribution to 
the Bank'e In.titutlonal d.velop",.nt and the Import of rlw 
"'It.rlal •• hould enabl. u. to .-'<Plnd the progr.m",..) 
throughout Ianzania and .trength.n the Bank'. financial 
vlabll ity, particularly during this time of accut. for.lgn 
•• cheng •• hortag ••• 

The thr •• program",. advisor. would provide In the ar.a. of 
financial mlnagern.nt, planning, and mo.t importantly, In the 
ar.a of .taff supervi.lon and training through the proj.ct. 
A fourth advisor would h.lp In the procur.ment of co",modltl •• 
and .erv I c •• , and I .. tab I Ish I ng I nventory rna I nt.nanc. and 
control .yst.m. Whll. n.eded for ~ .horter p.rlod of tl",., 
thl. per.on wll I b. particularly Important in h.lplng u. 
n.go~iat. the inltitutional contract for the t.chnlcal 
a •• i,tance advisors and oth.r activit lee to b. clrrl.d out 
by a ('()ntractor. 

Th. training actlvltl.s of the project wll I b. plrtlcul.rly 
Important to str.ngth.n and .ffectlv. d.c.ntrll lIlt Ion ~, 
th. Bank'. operation •• Th. two year tralnlnv progrlmm •• 
• hould .tr.ngthen the prof ••• lonal .taff t.chnlOII .kll I. 
In .uch area. as accounting, finance manag.ment, rural 
planning and agriculture economic., The .hcrt t.rm 
programme •• hould provIde ",or. I",,,,.dlat. relnforce",ent to 
.p.clfic Identlfl.d w.akn ••••• In cr~lt ad",lnl.trltlon, 

••••• /2 •• 
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st.ff and village training, and rural finance, while the 
in-country s.m'~ars and workshop should focus on management 
training dnd problem solving. W. particularly look forward 
to sponsoring continuation of the management seminars such 
a. tho •• rec.n~ly held in Aruaha and to I~gical fol lou-on 
probl.m solving s6minar. involving both TROB and other 
in.titutions. 

W. 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 dlready helped ease our transport 
problem. and as d result TROB 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 TROB's own 
reSources. 

During the past five years we consider that a very good mutual 
understanding and working relationship has evolved between 
TROB and USA 10. 

This ha. contributed greatly to the success of the present 
USAIO sponsored project and to ru~al development in Tanzania. 
We look forward to building on this good start together 
during the next seven years. 

Yours faithfully, 
TANZANIA RURAL DEVELOPMENT BANK 

I~.U . 
P.A. MA~~ 
CHAIRMAN AND MANAGING DIRECTOR 

COpy to: Principal Secretary, 
Ministry of Finance & Planning, 
P.O. Box9111, 
DAR ES SALAAM. 
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PIp APPROVAL CABLE I GUtMNCE AND RESPONSE 
~ S~t! 171645, IlI\T.ED July 2, 1979) 

CABIB GUlDA.Nc! 

II 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 emphasizi~g 
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 is 
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 - one 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 approal~h discussed 
in the project desc!'iption. 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 othnr AID-financed activities 
relative to constra:lnts and this Project, the 
most critical relationship will exist w.lth 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 wIll assure that 
necessary coordination and joint planning activity 
will be carried out, not only with the Farming 
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CABlE GUln\NC2 

Other Donors 

Dia~ogue with the World Bank 
and AID/Wand the field is 
to continue. 

IV Project Emphasis 

A The Project is to emphasize 
the technical assistance 
aspects proposed in the PID. 
Training and organizational 
infrastructure al'e to be 
the focus of the Project. 

ANNEX I-C 
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PP RESPONSE 

Systems Research Project but also with the Prime 
Minister's office, the parastatals and other 
concerned instit~tions. The Project will also 
~~QW where possible froffi the experience of Arusha 
~!anning and Village Development Project and 
other regional development efforts. Finally, the 
Project may emphasize a semi-arid lands thrust i~ 
later years and will effectively complement AID:s 
proposed productioc.-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 Ifi\ package were carried out with 
the TImB. The one issue which may be a problem 
will be the roles of the two long-term resident 
advisor teams. Thl~ TRTiB has accepted the 
responsibility of assuring unifed and consistent 
management of thesl~ teams. The proces s will be 
facilitated through careful drafting of RFP's 
and candid negotiations with potential contrac
tors. In no case ,Nill and AID and IM. advisor 
be assigned to the same division except in the 
case of Finance whl~re IM. advisors are short term. 

The IBRD representative in Tanzania has partici
pated in an AID briefing after the Mission project 
committee approved the Project. 

This is clearly still the emphasis of the Project. 
The vast majority I)f 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 additio~l comple
mentary areas, but theee are additional rather 
than in place of emphasis on the Bank. 
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CABIE GUIMNCE 

If, as the Project is ~ple
mented and evaluated, it 
becomes necessary to provide 
additional capital funds 
to the TROB, the Mission 
should submit a second 
phase project proposal for 
A IDN approva 1. 

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 output~. Analyses of the 
means of i~creasing the 
productiv:l.ty 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 
adJre£ses t;le management 
problems of the TRDB which 
decrease its effectiveness in 
support of small farmers. 

ANNEX 1- C 
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PP RESPONSE 

There are cwo compelling reasons for providing 
additional lending capital in the form of foreign 
exchange to the TRDB at this time which are 
spelled out i.n 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 AID prc~~ing 
mechanism for balanc~·. of paymen.ts 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 especially focusseci 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. 



CABlE GUIM.NC! 

V Additional Analysis 

A 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 (incl~ding interest 
paid, administrative 
procedures, inadequate or 
late access to inputs, 
etc.) in relation to return 
is to De examined. Thi~ 

should result in more 
ac~urate analysis of the 
benefit the small farmer 
actually receives from 
the credit provided and 
specific problems which 
might be addressed in this 
Project. 

ANNEX 1- C 
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PP RESPONSE 

This issue was studied in depth during Project 
design. It is complex and there is no sfmple 
answer. In the first place, relative to interest 
rates, the interest rates of parastatal lending 
institutions are prescribed by the Bank of Tan
zania on a different basis by class of borrower, 
i.e., 7.5% for villages, 8% 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 .farmer, a'Jailable 
data was examined but proved to be relatively 
inconclusive. R~sults fro,l two borrower surveys 
carried out in 1978 and :~79 are suspect because 
of problems with the questionnaire. What they 
show, however, is a low or zero rate of return 
to the a~plication of seasonal inputs in real 
economic terms (minus the subsidy which nIns at 
about 50% for fertilizer). Financially, however, 
the farmer does benefit. The fertilizer subsidy 
does not represent a financial cost for the 
Government 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 product.i.on 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 is 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 iSSUe. 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. 



V 
B Further analysis of the 

changes necessary for TRDB 
to become financially .81f
sustaining is necessary. 
End of Project status 
should include the elUni
nation or significant 
reduction in the subsidi
zation of TRDB by the 18n
Gov or foreign donors. Am':)ng 
the avenues for achieving 
this are increased charges to 
the users of credit by 
increased interest rat~s 
and/or increased profits on 
the sale of agricultural 
inputs and outputs. 

ANNEX 1- C 
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PP RESPONSE 

The design team analyzed the issue of TRDB 
viability from a variety of ... .-' .-. _ angl.~s 
resulting, in part, in the complexity of 
Project design. The biggest single factor related 
to the Bank's financial condition is collec:tions, 
which are now running at about 70% for seasonal 
inputs (approxUnately 65% of the portfolio). 
Normally, 35% is collected in the first ye~Lr 

of the loan, 25% the following year and lO~~ 
the third year with .1 little dribbling in 
thereafter. !bis, rather than uneconomic j.nterest 
rates iR the real issue. Several components of 
the institutional side of the Project, along 
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 wit:h 
other institutions engaged in providing comple
mentary services to the village. (NBC, fot' 
eXample. See Decentralization and Inter
Institutional Coordination Components.) 

The Project is designed to bring about eCot:Lomies 
in TRDB operations both in the field and at: 
headquarters. The proposed I~ 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 
propusition for the Bank, every effort will be 
made to separate the function and create a 
viable alternative. The Project will study and 
finance pilot 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.). 

Concerning the issue of TanGov and foreign 
donor subSidies, TanGov subsidies are a matter 
of policy about which, in short and medium term, 



V 
B (Cont.) 

PP RESPONSE 
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the Project can do little. Besides, as l~ng 
as the government is going to subsidize the 
consumer and the parastatals with low, 
contr:Olled 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 pro4ect. This assumes 
Treasury will be able to provide foreign exchange 
for TRDB shillings for future cOIIl!ILdity imports. 
This ~ssue is addressed in the Economic Analysis. 

Finally, the issue e:lnnot 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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I. SU"P!~R' 

A. AS I~OICH,D 1ft ~HTEl, '~OJECT ccr.nlTTEE ~ET FE6,Ui.AY 
'. 1919, TO Dlscns S'J6HCT PlO. ACJllIC:I'~ DISCU:;SIO:IS 
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PARAGRAPHS. 

!I. REl~TIC:ISH" TO CO~!IIRY STRATEGY 
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TO 1A~ZMIIA' S COnOP"iHT. 

III. OTHER DO~C~S 

014lC.UE IIITH TM! ,,"O,lO U:IK IN AlDIIi ~!I~ THE FIELD OH A 
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A. THE ppeHtT I. TO EM?~l5IZE THE TEtH:/iCAL HSISHHCE 
ASPECIS 'ii=?~.ED I~ THE PID. TAAIIIII;~, a~G~:/ilATIC:I~L 

STn:::':~.:jJr.. ~:ID IIISTITl'TIDNAl l~rRai~t;CTU,£ ARE TO EE 
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THE RESULTS or T~"i ~I,;LYSH SRC'Jl~ HE IIICO'?O';;;:O HITO 
'IOJECT CESWI TO [I,jURE TH.lI THE TW,:;ICAl .'SIST.lIICE 
"OVIDE~ .lOORESSES T~E M~n~~EMEril P~CELEMS O~ T"~B ~'lIIC~ 
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W. AODITIOftAL MIALYSIS 
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RECEIVES non THE Ci',~;l P;:'OVIOEO ~:,O SPECIFIC P;,OBLO/IS 
IIMICH nl;;HT BE ~CCH;SEO III iHIS PROJECT. 

•• rURTHER AriAl YSIS cr TnE CHAIIGES HECESS.lRY re. T~D8 TO 
U:OME rIlIAHCI~llY SElr'SUSUI!JlPlQ IS NoCESSAR"I. E~o-er· 

PROJECT STATUS S:1C'!lD II,ClU:E THE ElIMI'IHIO~, C~ .1 .. -
NIFICAHT REDUCTIO'I ", IHE :UBSIDI!~TIO:I or IR"S H i~E 

TAIlGOV OR rORE IGIl CC:IC?,. ..,~O:;. T~E .W:UES re. 
ACHIEVING THIS ~,E II;;'EPSEO C";'GES TC T~E USE;;S O' 
CREDIT 8l ll"IiEAS, 0 .1:JiEl\iST R~T(S ~IID/~R IIICRE~SED pq:l
rlTs ON THE SilLE OF ... RICULIUilE IliPUTS ~:.il OUTPUTS, 

VI.. D!SIG,H TEAM CC~?CSITIC~ 

A. I~ ADDITIO~ TO T;! 'ESC·Jil~~S ICEPiTIFIEO e!1 i~£ PI!) HC.-
SHEET rOR PP OESIGPI, T.E MISSIeIi .HCULD CSt T~E S~lllS 

or AN ECOIOOMIST TO H!L? AOO.ESS IH£ ISS!;ES RAI~ED 'BD'~E. 

•• nlSSION SHOULD CO!iSICEil ~SE OF CKIO STArt UNIUERtlTY 
,RESOuRCES ro~ Si.'FI~G ?P e,slW lE,:n. 

VII. ,~ APPROVAL 

SlIleE THE P~O?O;EJ LC' COST UITHCUT HE e('IYAL GRANT 
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AUTHORllED UIlDEil C,L,:;~TI~:t 0, kJTrlMITY IU TO ~?fROVE 
THE PilOJECT. C~P.IS~C~HER 
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http:NECESS.RY
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611 (e) CERTIP1CATION FOR RESOORCES FOR 

VIUAG! PRODUCTION AND INCCME PROJECT (621-0155) 

WHEREAS, the Resources for Village Production Project (621-0155) provides 
support to the Tanzanian Rural Development Bank (IRDB) by providing 
technical assistance, training and commodities; 

WHEREAS, TRDB is one of the most capable Tanzanian Government entities, 
is 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; 

WHEREAS, 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 engines 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, THEREFORE, 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. 

Date: 

Mission Director 
USAID/Tanzania 

,)-8 )( ~~f 
1 
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Juatification 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 

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; 

(c) 533 HRW-2, 25 HP water-cooled Lister 
engines; and 20% spares. 

All prices CIF, Dar es Salaam, spares 
included: 

(a) 266 ST-2 Engines @ $3,035 = $807,310 
(b) 266 HR-2 Engines @ 4,9'.5 =1,315,370 
(c) 533 HRW-2 Engines@ 5,610 =2.,990,130 

TOTAL $5,112,810 

Tanzania and Great Britain 

Great Bri tain 

Discussion: Lister engines have been recommended as the most appropri
ate equipment for powering maize hulling and milling machin~s for use 
in Tanzania. This recommendation is based on the non-availability of 
American-made engines of the same quality and mechanical capability, 
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the availability of spares and maintenance skills and the simpHcity 
of the machine. While Lister engines are made in the U.S., they do 
not ~eet the 50/50 componentry requirement and thuB do not qualify aB 
U.S. source ~d origin commoditieB. No other small dieBe1 engine iB 
manufactured in the U.S. 

Lister engineB have been uBed in Tanzania for fifty years. Fifteen 
thouBand unitB are in UBe by vi11ageB, individua1B and various para
stata1B. The MiniBtry of Water, Energy and Minerals haB another 800 
unitB, and the POBt and Te1ecommunicationB office has 500 unitB in uBe. 
The Ministry has stated itB preference for LiBter engines and has 
Btandardized on the engine. The Lister engine iB therefore known to 
Tanzania, and competent mechanicB are familiar with them and are able 
to provide repairB. 

Machinery ServiceB, Ltd., the local dealer for Lister, is well 
eBtab1ished in Tanzania and maintainB branch offices in Moshi, Arusha, 
Tanga and Mwanza and has dealerships stocking Bpares and providing 
repair facilities in Dodoma, Iringa, Mbeya and Songea. Machinery 
Services maintains a spareB inventory to cover approximately 80% of 
the machines in Tanzania. In addition they periodically provide free 
training at itB officeB in Dar es Salaam and various other locations. 
At least one month of profeBsiona1 Bervices per year is provided by 
the manufacturer in England and numerous short training seminars of a 
s~mp1er nature are provided by Machinery Services. Workshop personnel 
at Machinery Services have also received training from the manufac
turer. At their workBhop Machinery Services produceS the mill and 
assembles the engine units with the mill frame. 

The only other dealerships represented in Tanzania are GMC, Briggs 
and Stratton (BNS) and Peter. Farm Machinery Distributors is the 
local dealer in Tanzania for GMC. ~is organization has recently 
become a parastatal ostentatiouB1y because of mismanagement of the 
company. The warehouBe and spares inventory is inadequate and repair 
facilities are not available. BNS is represented by Machinery Services. 
BNS engines are no longer imported because there was inBufficient 
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 parastata1 company. 
Peter is manufacture in U.K. Only small quantities are imported and 
it is conBidered appropriate by the Tanzanian purchaser only if Lister 
iB not available and the need iB 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 GHC 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 cylinier~ 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 
\!onversion. 

The Briggs and Stratton (BNS) machines are high-speed engines 
(3000 RPM) which r~quire more frequent maintenance and have a shorter 
life. The BNS engine, while less expensive, has ~n 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. In contrast, the Lister engine is si~pl~ to maintain 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 TROB and the necessary waiver may be 
for fewer engines than contemp'l.ated in the current plan. In addition, 
during Phase I 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 50/50% 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. 

Prtmary Justification: (1) American-made engines are not available 
for the purpose of this Project; (2) nlere 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 abo~~ and (2) pursuant 
to the waiver authority reserved for the Administrator]Handbook 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 Unpede-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-source proprietary procurement 
waiver in favor of Listerls Tanzania suppliers, Machinery Services, Ltd. 

Drafter:CDPO:RMDepp 

Clearances: EXO:RJohnson (draft) 
CON:WMiller (draft) 
PRM:WHFaulkner (draft) 
REDSO/RLA:GBisson (draft) 
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Justification for Procurement Waivers for Landrovers 

Problem: A pt'ocurement 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 

ProcJrement 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 10'1'. sp~ .. es, includiug: 

(a) 4 Landrover stationwa~ons, 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 ClF 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, Keny,\, Australia or 
Tanzania 
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Discussion: Section 636 (i) of the Foreign Assistance Act of 1961, 
.8 amended, provides that none of the f~nds made available to carry 
out the act shall be used to purc~e eotor vehicles unless such motor 
vehicles are manufactured in the U~tited States. Section 636 (i) 
provides further that when spt!cia'i cirC:illIlBtantes exist, the President 
is authorized to waive the provis.lons 'Jf this section in order to 
carry nut the provisions of the Act. In 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 
moter vehicles manufacturerl in the United States should be procured 
except when there are emergency or special situations, such as a need 
for ~:ight-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 g~ant 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. fuSnufacturers to provide the particular 
vehicle needed, (in this CQse right-hand drive vehicle~); 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. 
An 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.D.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 headquart~r 
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 cotto~ soils continue to cause roads to be unpassab1e 
for as long as six months each year except in four-l\I~lee1 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 mechsnics 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 repo~t of this visit emphasizes the necessity of righ~hand 
drive vehicles in Tanzania and states that, liThe 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 a1l." 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 i~p1ementation 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 prcbab1y will not have to be replaced, at least not on a 
large scale, du::-ing the estimated average six-year life of the Project. 
Also, Landroven. customarily obtain about 30% greater fuel efficiency 
than similar U.S.-manufactured vehicles. Not having to replace all 
vehicles every 2-3 years and the gr~ater operating efficiency of Land
rovers over similar U.S. vehicles would represent a Significant ~aving. 
Considering 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. 

Prllnary Justification: (1) U.S.-manufactured vehicles are not suitable 
for the purposes of the Project; (2) There is inadequate representation 
of American firms in Ta~zania, and thus spare parts and repair f~ci1i
ties are inadequate to assure ~intenance of the AID-financed c(~odities; 

1/ Projects now terminated. 
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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 
exclusion 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 
Assistance Program; (2) that special circumstances exist which justify 
waiver 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 a9prove proprietary procurement from Landrover dealers 
in Tanzania, Kenya, Australia or Great Dritain. 

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 

Authorizing Document 

Project 

Project Number 

Nature of Funding 

Description of Commodities 

Approximate Value 

Procurement Origin 

Procurement Source 

United Republic of Tanzania 

Project Paper and Authorization 

Resources for Village Production and 
Income 

621-0155 

Grant 

150 90-125cc. motorcycles and 10% spare 
parts 

CIF Dar es Salaam, $1,700 each for total 
of $255,000. 

Japan 

Japan, Kenya or Tanzania 

Discussion: S~ction 636(i) of the Foreign Assistance Ar.t 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 Unit~d 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." 

J.'lStification: The type of motorcycle needed in Tanzania is sL',~le cylin
df!r 90 to 125cc. "trail" model bikes. There are no lightweight motorcycles 
made in the U.S. While Harley Davidson sells a 125cc. Like, they are not 
made in the U.S. American-made motorcycles are too powerful and expen
sive for the purpose of the Project. Further, ther~ 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 available. 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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PrUnarv 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 (2) com~etitive proprietary procurement from the manu
facturers noted above is required to assure maintenance of the AID
financed cOlIlllodities. and (3) that special circumstances exist which 
justify waiver of the requirements of Section 636(i) of the Foreign 
Assistance Act of 1961, 8S amended. 
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Justification for Procurement Waivers for Cars 

Problem: A source origin waiver from Georgraphic Code 000 «(I.S. only) 
to Geographic Code 935 (Selected Free World) and competitive proprietary 
procurement of Volkswagen or Peugeot cars is requested. 

Country 

Authorizing Document 

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 

631-0155 

Grant 

3 four-passenger saloon vehicles and 
10% spares 

/ 
Price CIF Dar es Salaam. 3 @ $10,000 = 
$30.000 

Tanzania, Kenya, F~ance or Germany 

France or Germany 

Discussion: Section 636~i) 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 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 ne~ded. 

No spare parts are available in-country for American-made cars. 
Vehicles for which spares are available, while bearir.~ U.S. names (e.g., 
Ford and GM) do not qualify for compliance under Section 636(1). AMC 
is the only U.S. distributor with a Tanzanian dealership. AMC is repre
sented by Colt Motors located 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) main.tenance facilities 
are in total disarray. A SER/COM/ALI representative hap recommended no 
U.S.-financed vehicles to be taken to Colt Motors.11 

II Refer to Hagen to Director Trip Report, May 1978 for details of visit 
to vehicle dealerships in Tanzania. 



ANNEX I-E 
EXHIBIT 4 
Page 2 

PrLmary Juntification: Spare parts and maintenance facilities for 
American-made cars do not exist in Tanzania. 

Rec~~lendation: 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 their source and origin in the United States. nlis 
waiver will permit procurement, at an approxtmate cost of $30,000 of 

three Puegeot or Volkswagen vehicles, as set forth above, which have 
as their source and origin ~ountries included in AID Geographic Code 935. 
It is 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 (i) of the Foreign AU3istancc Act of 1961, 
as amended; and (3) pursuant to the waiver authority granted the 
Administrator and SER/COM in Handbook 15, AID-Fin-!.nced Conmodities, 
you approve competitive proprietary procurement of Puegeot and/or 
Volkswagen from dealers in Tanzania, Keny~, France or Germany. 
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Justif!cation for Procurement of Waivers for Machinery and 
Related Equipment 

Problem: A source-origin waiver from Geogra~lic 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 
Hussey-Ferguson, John Deere, International Harvester, r.llterpillar 
and Ford is requested. 

Country 

Authorizing Documents: 

Project 

Project Number 

Nature of Funding 

Description of Commodities 

Approximate Value 

u 

United Republic of Tnn'·1.nia 

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 ana origin of 
goods, price, and local dealerships is given in Table 1. 

A typical list of compleL.lentary 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 10% spare parts are also purchased for the tractors; 
however, spares are not imported for caterpillar since the local 
dealer maint .... ins an adequate supply. 



TABLE 1: ILLUSTRATIVE LIST OF MAKES a SIZEa 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 

iJ1 
Ford 65 4600 $15,400a / UK Ford Motor Riddock Motors 
Tractor. 78 6600 25,00rF/ Company 

79 7600 22,80~ 

Intemationa1 45 384 $11,700 UK IH AISCO 
Harvester 72 684 16,600 West Germany 
Tractors 7"- 744 19,500 USA/Canada 

Ca te rp i11ar 80 D4 $58,200 UK Caterpillar 
Dozers 105 D5 89,000 Company United Africa Co. 

140 D6 114,600 
300 D8 219,500 

~/ Only 1978 prices available. 
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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, a~e for Massey-Ferguson. It is 
believed this trend will be continued through the life of this 
Project based on the proven performaftce 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 

International 
Harvester AISeO 246 118 116 135 65 

Ford Riddoc:h Motors 200 56 93 74 89 

John Deere K.J. Motors -0- 56 60 44 15 

Discounting 1979 as al~ypica1 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. 

672 

680 

512 

175 
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Only AISeO 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 II, when U.S. made equipment 
and spares are compatible with the machinery already in-country. A 
source-origin waiver is therefore needed for Phase I requirements based 
on the unavailability of U.S. made eqUipment and spares in Tanzania. 
Further a proprietary procurement waiver is needed for Massy-Ferguson, 
John Deere, Ford, International Harvester and 6aterpillar. Procurement 
will be based on villages' requests for particular brand names. While 
it is not possible to determdne the total number of machines required 
from each manufacturer, about 80% of the procurement will be for Massey 
Ferguson. In cases where manufacturc~s 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 standardize on the five most 
commonly available types of farm machinery in Tanzani& and to provide 
compatibility with the types of machinery and spare parta now available. 
Village requests demonstrate that Maesey-Fer~~son equipment has proven 
to be the DDst 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. 

?rjmary 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 proc~rement waiver is based on (1) the compatability of 
equipment on hand; (2) the proven performance of the equipment from the 
manufacturers listed, particularly Massey-Ferguson; (3) the availability 
of service facilitiesjand (4) the need to provide the equipment as 
requested. 

17 u.s. Embassy personnel are now working with local suppliers and U.S. 
manufacturers to establish import supply relationships. As there 
efforts proceed, the Mission expects more equipment to be imported 
from the U.S. providing parts are inter-changeable and the component~y 
is the same. SER/CON:/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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Rec~ndation: That (i) based on the discussion above and (2) 
pursuant to the waiver authority reserved for the Administrator 
in Handbook I, Supplement B, Chapter 5 and 12, you determdne that 
the machinery required is not available from u.S. sources for 
Phase I; (3) that you determdne exclusion of procurement from the 
Sources requested would seriously impede attainment of u.S. 
foreign policy objectives and the objectives of the foreign 
assistance program, and (4) that you approve proprietary procurement 
f~ Massey-Ferguson Company. John Deere Company, International 
Harvester and Caterpillar and Ford Motor Company. 

Approved: ______________________ __ 

Disapproved: __________________ __ 

Date: 
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1. FAA Sec. l~. can it be demonstrated that contemplated assis
tance ~ll directly benefit the needy? If not. has the Depart
ment of State determined that this government h~s engaged 10 
a consistent pattern of gross violations of internationally 
r~cognized human right3? 

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. especially in the semi-arid areas. 

2. FAA Sec. 481. Has it been determined that the government of 
the recipient country has failed to take adequate ateps 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. Government personnel or their dependents. or from enter
ing the U.S. unlawfully? 

No. 

3. FAA Sec. 620 Cb). If assistance is to a government, has the 
Secretary of State determined tha, it is not dominated or 
controlled by the international Communist movement? 

No determination that Tanzania is controlled by the international 
Communist movement has been made. 

4. FAA Sec. 620 (c). If assistance b to a government, is the 
govermnent liable as debtor or uncondil:ional guarantor on any 
debt to a U.S. citizen for goods or services furnished or 
ordered where <a) such citizen has ex:.I&usted available legal 
remedies and (b) the debt is not denied or contested by such 
government? 

~yments to a U.S. Contractor for work comple~~d in 1973 have 
been delayed. 'lbe U.S. citizen has not yet ,;:xhausted available 
legal remedies. '!he Goverument of Tanzania ~8 providing regu
lar ar.d timely payments on h'&ns provided b'l the U.S. 
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5. FAA S!£. 620 (e) (1). If .aaistance is to • government. has it 
(iD.cluc:1i.tl8 government .genciaa or subdivision) tak!:n any action 
which hal the effect of nationalizing. expropriating. or other
via. seizing ownership or control of property of U.S. citizens 
ur entities beneficially owned by them without taking rteps to 
d1sd: ... rge its obligations toward such citizens or entities? 

The TanGov nationalized a coffee estate (1973) and a Ca1tex 
gasoline station and adjacent buildings (1972). The fonner has 
been settled though payments in foreign exchange have been held 
up in some CAses. The latter is still pending, but Ca1tex hua not 
yet exhausted all legal remedies. Recently the right of occupancy 
for an American citizen was revoked for an estate in Arusha. The 
gove~ent has not yet taken possession of the property and no 
claims have been made. In summary. there are a small number of 
pending claims th~t are taking time to resolve. but complaintant 
parties end the 'ta.nGt7v are working on steps to resolve the issues. 

6. FAA Sec. 620 • Act. Sec. 11, 
512 and 513 recipient country a Communist country? Will 
assistance e provided to Angola, Cambodia, Cuba, Laos or Vietnam? 
Will assistance be provided to Afghanistan or Mozanbique without 
a waiver? 

No,t~~ecipieut country is not a Communist country. Tanzania is 
usually a recipient of foreign aid anJ does not provide assistance 
to Commu~ist countries. 

7. FAA Sec. 620 (i). Is 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 is nct involved in or plunning subversive activities 
against the U.S. 

8. FAA Sec. 620 (1). Has the country permitted, or failed to take 
adequate measures to prevent, the damage or destructiofi, by mob 
action, of U.S. property? 

No. 

9. 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 reaaon? 

No. 
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10. rAA Sec. 620 (0); Fi,hermen's Protective Act of 1967. a, 
-.end,d. Sec. S. If country has seized, or imposed any penalty 
or .anction again.t a~y U.S. fishing activities in international 
vater., 

a. bas any deduction required by the Fisbermen's Protecti~e Act 
been made? 

b. has complete denial of assistance been considered by AID 
Administrator? 

The TanGov has neither seized nor imposed any penalty or sanction 
against U.S. fishing activities in international waters. 

11. FAA S~c 620; FY 80 App. Act Sec 1518: (a) Is the government 
of the I ~clpient country in defauit for more than six 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? 

'n'le TanGov has not defaulted on any U.S. loan. 

12. 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 fer the purchase of 
sophisticated weapons systems? (An affirmative answer may refer 
to the record of the annual "Taking into Consideration" memo" 
"Yefl, taken into account by the Administrator at time of approval 
of Agency QYB." 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 
occur.) 

No assistance from the Economic Support Fund is anticipated this 
fiscal year. 

13. 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. 

14. FAA Sec. 620 (u). What is the payment status of the country'. 
U.N. obligations? If the country is in arrears, were such arr.ar
ages taken iuto account by the AID Administrator in determining 
the current AID Operational Year Budget? 

The UNDP representative in Dar es Salaam report' Tanzania', 
contributions to the U.N. are current and that there are no 
arrearages • 
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FAA Sec. 620 A, FY 80 App. Act I Sac, i52l=-1 Bu the country 
grantad .anctuary from pro.cription t5 any individual or group 
Which haa committed an act of international terrori~? Ba. the 
country granted .anctuary from pro.ecution to any individual or 
group which haa committed a war crime? 

The ~lestine Liberation Organization maintains an office in Dar 
es Sa!aam which enjoys diplomatic atatus. T.o our knowledge 
Tanzania has not provided sanctl~ry to individuals convicted 
or wanted for terrorist actions. 

16, FAA Sec. 666. Does the cou~try 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 
.'!IDployeas are easily obtained. 

17. FAA Sec. 669,670. Has the country, after August 3, 1977, delivered 
or received nuclear enriclunent or reprocessin~ equipment, materials, 
or technology, without specified arrangements or safeguards? Bas 
it detonated a nuclear device after August 3, 1977, although not 
a "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 SOORCE CRI1ERIA FOR COUNTRY ELIGIBILITY 

1. Development Assistance Country Criteria 

a. FAA Sec. 102 (b) (4). Have criteria been established 
and taken into accou~t to assess commitment progress of country 
in effectively involving the poor in development, on sl.lch indexe'J 
as: (1) increase in agricultural productivity through small
farm labor intensive agriculture, (2) t'educed 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 Airgram, To-AID A-09, Dated January 16, 
1979. 

b. FAA Sec., 104 (d) (1); IDe Act of 1979. If appropriate, is 
this development (~ncluding 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, nutrition, 
disease control, maternal and ch~ld health services, agricultural 
production, rural develo~nt, assistance to urban poor t~rougb 
cOUlDUuity-based development programs which give re'cognition to 
people mCltived to limit the size of their family? 
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This activity's objective is to increase agricultural production. 
Oth~r Mission and Tanzanian government activities support family 
planning and population control. 

A. GENERAL CRITERIA FOR PROJECT 

1. FY 80 App. Act Unnumbered: FAA Sec. 634Aj Sec. 653 (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 \Operet.ional Year oudget) 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 Presp.ntation. $1.5 million was the planned FY 1980 
~~ligatiQn. 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) engineering, 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-R ). A financial analysis has been completed (See Annex 
II-G). Economic aod social feasibility analyses have 
been completed (See Annexes II-C and D). 

3. FAA Sec. 611 (a> (2). If further legislative action is required 
within recipient country, what is 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 is required. 

4. FAA Sec. 611 (b)j IT 80 App. Act. Sec. i SOL! 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, 19731 

Several water related, land and water mal~gement, pilot activities 
are planned in Phase I. These actlvities are experimental and will 
result in the development of appropriate standards and criteria 
for expended project ledoing activities. Prior to obligation of 
funds for Phase II, these plans will be reviewed by AID. 
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5. FAA Sec. 611 (e). If project is capital assist"nce (e.g. conltruc.tion), 
aDd all U.S. alsistance for it will exceed $1 mi\lion, has Milsion 
Director certified and Regional Assistant Administrator taken into 
conaideration the countrY's capability effectiv~ly to maintain and 
utilize the projp.ct? 

'nle Mi!'lsion Director has made such a certification (see Annex'I-!) ). 

6. FAA Sec. 209. Is project susceptible of execution as part of regional 
~multilateral project? If 80, why is project not 80 executed? 
Information and conclusion whether assistance will encourage regional 
development programs. 

The project will complement an IBRD/lDA financed loan. AID financing 
is to he provided on a grant basis. and it is therefore inappropriate 
to execute this project as a multilateral proj~ct. The IDA project 
was also prepared and reviewed earlier than the AID project. Exe
cution of the project as a multilateral activity wo~ld therefore 
have resulted in a delay of the IDA assistance. Despite these prob
lems, AID institutional and technical assistance is designed to 
complement IDA assistance. 

7. 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) encoura3e development a~d use of co~peratives, credit unions, 
and savings and loan associationsj (d) discourage monopolistic 
practicesj (e) improve technical efficiency of industry, agriculture 
and commercej and (f) strengthen free labor unions. 

(a) The project will finance importation of approximately $30.0 million 
of commodities from various countries. Project activities will 
result in increased agricultural production and the Tanzanian ability 
to increase export of commodities. (b) Tanzania 1s a socialist 
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 
i~dividual production and incomes. (c) This p=oject provides assis-
t, - an intermediate credit institution; encourages both village 
Sl borrowing and provides loans to cooperative activities. 
(d) as a Socialist country provides essential services 
throu~_ owned businesses. Examples include state-owned mar-
keting boal~~. 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' ability ;;0 part1c1pate in t':1e planning, implementation 
and evaluation of local de"elopment initiatives. 

8. ~ SeL. 60~. Information and conclusion on how project will 
encouraie U.S. private traJe and investment aLroad and encourage 
private U.S. participation in foreign assistance programs (inclu
ding use of ,rivate tr3de channels and the services of U.S. privat~ 
enterprise). 

Technical aS9istance will be provided by a U.S. enterprise; training 
will take place in U.S. universities anJ educational institutions; 
certain commodities will be purchased from U.S. manufacturers. 

9. FAA Sec. 612 (b)j Sec. 63~. Describe steps taken to assure 
that, to the maxUmum 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. are 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-cour.try training, staff salaries, and other shilling costs. 

10. FAA Sec. 612 (d2. Does the U.S. own excess foreign currency of the 
country and, if so, what Rrrangement 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 otherwise? 

Competitive selection procedures will be used for Contractor selec
tion. 

12. FY 80 App. Act Sec. ·.521.: If assistance is 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, sUnilar or competing 
coamod1.ty? 

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); Ill; 113; 28la. Extent to wh1.ch activity will 
(a) effectively involve the poor in development. 0:.'1, ~xtendiDg 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 81lI411 towns and ',"ral areas, and insuring wide 
participation of the poor in th~ benefits of development on • 
.u.tained basis, using the appropriate U.S. institutions; (b) help 
develop coo?~ratives, expecially by technical assistance, to assist 
rural and urban poor to help t.bemsp.lves toward better life, and 
otherwise encourage democrat1c private and local governmental 
institutions; (c} support thl! 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 
participllte in planning and decision making, to utilize project 
resources and to increase production. Hand tools, ox carts and 
ploughs are ~proved labor saving technologies which will be made 
available. 

(b) Project lending activities will be undert.'Jken through village 
councils. Registered villages in Tanzania are multi-purpose cooper
atives and have the objective of encouraging local decision-making 
o~ a democratic basis. 

(c) Lending for commodities is approved based on several criteria: 
amount of village communal p~oduction; villa6es' willingness and 
ability to provide human and financial resources to new self-help 
activities; and villages' record of repayment for other loans. 

(d) In 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 assistknce 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; ::OJA: if for agricultural research, 
full account shall be taken of the needs of small farmers, and 
extensive use of field testing to adapt basic research to local 
conditions shall be made; (b) extent to which assistance is used in 
coordination with p~ograms carried out under Sec. 104 to help 
improve nutritioD of the people of developing countries througb 
encouragement of increased production of crops with 5reater 
nutritional value, improvement of planning, research, and education 
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with respect to nutrition, particularly with reference to Unprove
ment and expanded use of indigenously produced foodstuffs; and the 
undertaking of pilot or de~o:19trat:"on programs explicitly addressing 
the problem of malnutrition of poor, 'and vulnerable people; and 
(c) extent to which activity increases national food security by 
Unproving food policies and management and by stI~ngthening national 
food reserves, with palticular concern for the needs of the poor, 
through measures encoulaging domestic production, building naticnal 
food reserves, expanding available stora6e facilities, reducing 
post harvest food losses, and improving food distribution. 

(8) The purpose of the project is to increase rural production 
and incomes and thus Unprove the level of well-being in rural areas. 
While this project is not for agricultural research, a ~omplementary 
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, proces3ing 
ef':-food, production of farm implements or other inputs, and village 
services related to the above such as transport and storage facili
ties. 

c. [107 _I 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 pro1rides 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 qnd supportable at the village level. (See 
Technical and Economic Analyses in PP.) The project also plans 
some pilot activities to test new technologies to determine which 
are appropriate for individual and communal activities. 

d. FAA Sec. 110 (a). Will the recipient country provide at least 
2]7. 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 waived for a "relatively least developed" 
country)? 

While Tanzania is a relatively least developad country the TanB will 
provide more than 257. of total project cost~. 

e. FAA Sec. 110 ~). Will grant capital assistance be disbursed 
for project over more than 3 years? If so, has j~stification satis
factory to Congress been mace, and effort.s for other financing, or 
is the recipient country "relatively least developed"? 

Yes. Tanzania is a rel~~ively least developed country. 
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f. rAJ.. Sec. 281 (b). nucrib. extent to which progra:n recognizes 
the particular naed., d •• ir •• , a~d capaciti., of the people in the 
country; utilizes the country's intellectual resources to encourage 
in.titutional development; and supports civil education and training 
in ,killR required for effective participation in governmental 
processes essential to self-government. 

'l'RDB will provide c:redit 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 ?lanned 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 Lmports. The project will thus be a ~aver 

of foreign exchange. 

5 C (3) S'r.UIlA.RD ITEM CHECKLIST 

A. Procurement 

1. FAA Sec. 602. Ar~ there arrangements to permit U.S. small business 
to participate equitably in the furnishi.ng 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 privat~ voluntary agencies are especially qualified. 

2. FAA Sec. 604 (a). Will all procurement be from the U.S. except 
as otherwise determined by the President or under delegation fram 
him? 

Yes. Sourc~ origin waivers fo~ vehicles anJ Lister engines are 
contained in the annexes. 

3. FAA Sec. 604 (d). If the cooperating zountry discriminates against 
U.S. marine insurance companies, will commodities be insured in 
the United States ~gainst marine risk with a company or compaoies 
authorized to do a marine insurance business in the U.S.? 

Yel 
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4. FAA Sec. 604 (~). If offshore procurement of agricultural com
modity or product is to be financed. is there provision again.t 
8uch prJcurement when the domestic price of such cOMI1lodity i5 
les8 than parity? 

No pYocurement of agricultural commodities i~ planned. 

5. FAA Sec. 608 (a). Compliance with re.q.lirement ill section 901 (b) 
of the Merchant Marine Act of 1936. as amended. that at least 
50 per centum of the gross tonnage of ccmmodities (computed separ
ately for dry bulk carriers, dry cargo liners. and c'.Inkers) financed 
shall be transported on privatly owned U.S.-flag comn:.-!rcial vessels 
to the extent tha~ such vessels are available at fair and reasonable 
rates. 

U.S.-flag ve~sels will be used to the extent possible. 

6. FAA Sec. 6?~. If technical a~,istance is financed, to the fullest 
extent pract icable will such ass '.stance, goods and professional 
and other services from private enterprise. be furnished on a 

contract basis? If the facilities ~f other Federal agencies will 
be utl1iz~d, are they particularly ~uita~le, not competitive wit~ 
privat'" enterprise, a'ld -CI<'l:l.:! lni.ll')t~ ~I, :'\) t': undue interference 

,with domestic programs? 

Techni~al assistance will be provided on a contract basis by a 
private voluntary organization or a private ~nterprise. Facilities 
of other Federal ~gencies 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 SUC~t service is available? 

Yes. Contract provisions will require use of American c!lrriers to 
the extent service is available. 

8. FY eo App. Act Sec. (505) Does the contract for procurement contain 
a provisim, authorizing the tennination of such (.ontract for the 
conveniente of the United States? 

The contr~c~ will be a host country contract. Such a clause will be 
contained fo:t the convenience of the Government of Tanzania. The 
contract will also contain a clause stipulatingrunds 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 G.S. firm. and their 
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affiliatel to be uled to the max~ extent consiltent with the 
national interest? 

Conltruction activitie. are limited to c0nstruction of four houses 
and village service centers. The dollar co~t 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 
labo~ and local materials. AID will purchase foreign exchange 
commodities to be provided on a loan basis to villagers. 

2. FAA Sec. 611 (c). If contracts for cunstruction are to bp. financed, 
will they be let on a competitive basis to maximum extent practicable? 

Yes. Locel lenders will be sought for construction of staff houses 
and commodities will be procurred on a competitive bases. A proprie
tary procurement waiver is ,::ontained in the Annexes to the PP. 

3. FAA Sec. 6~. If for const~~ction of productive enterprise, will 
aggregate value of assistance to be furnished by the U.S. not exceed 
$100 million? 
No. 

C. Other Restrictions 

1. FAA Sec. 122 (b). If development loan, is interest rate at least 
2% per annum during grace period and at least 3% per annum thereafter? 

Not applicable. 

2. 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. 

3. 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 
projects or activities of the Communist-bloc countries? 

Project funds will be used to procure steel for local manufacture 
of farm implements. The farm implements factory WQ~ a turnkey 
operation financed by the People's Republic of China. The company 
is solely owned and managed by Tanzanians. 

4. FAA Sec. 636 (i). Is 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. vehicle. is contained 
in the Annexes of the PP. 
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a. FAA Sec. 104 (f). To pay for perfotmance of abort.ions as a 
method of family planning or to. motivate or coerce person. to 
practice abortion.; to pay for performance of involuntary 8terilization 
a. c method of family planning. or to coerce or provide financial 
incentive to any person to undergo sterilization? 

Yel. 

b. FAA Sec. '~O (g). To compensate owners forexprcPriated national
ized property: 

Yes. 

c. FAA Sec. 660. To provide training or advice or provid~ any 
financial support for police. prisons. or other law enforcement 
forces, except for narcotics programs? 

Yes. 

d. FAA Sec • ..2§1.. For CIA act~.vities? 

Yes. 

e. FX 80 App. Act Sec. LS04~1 To pay pensions. etc •• for military 
personnel? 

Yes. 

f. FY 80 App. Act Sec. (506-J To pay U.N. assessments? 

Yes. 

g. FY 80 App. Act Sec. ~07J To carry out provisions of FAA section 
209 (d) (Transfer of FAA funda to multi-lateral organizations for 
lending.) 

Yes. 

h. FY 80 App. Act. Sec. (:";11] To finance the export of nuclear 
equipment. fuel. or technology or to train foreign nationals in 
nuclear fields? 

Yes. 

i. FY 80 App. Act S~c. iS1S: To be u.ed for publicity or propa
ganda purposes within U.S. not authorized by Congres.? 

Yes. 
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NAPCREP 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 8trengthcning of the Tanzania Rural 
Developm~nt Bank (!ROB) and a grant for commodity tmports which 
enables th~ Bank to became financially viable and provide goods 
essential for rural development. 

Adequate planning and anlyses have been completed for the ~tire 
li.~e of project to obligate any I)r all of $14.2 million planned for 
Project inruts 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 equipm~t, housing and 
other costs. 

Sufficit~t 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 
plOl"nI; farm machinery and transport vehicles i and construction 
materials not available or available in insuffic:i ent 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 cam
modity support necessary to determine the feasibility of new lending 
activities. (Examples are di~~ussed in the Technical Analysis of 
the Proje.ct Paper.) !bese 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, IAMTU, ~~ 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. '11le Mission Director will authorize 
disbursement of funds for these activities in consultation and with 
advice from appropriate Mission, REDSO, or other AID sources. '11le 
result5 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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thole portfolios already identified (e.g., additional hand tools, 
non-traditional fuel snurces for the maize mills) or alternative 
technologies (e.g., h~'~ grinders in lieu of diesel ~ngines ~or 
~ize mills) may be addea at any time provided the planning activi
t~.e8 result in sufficient analyses to satisfy AID requirements and 
support the feasibility of these activities. Any major restructuring 
of NA-:-'CREP or the addition of new portfolios not already planned 
for Paase I will await the evaluation and Phase II planning exercise. 

In addition sufficient planning has been completed to allow 
authorizat~on of the Phase II grant. Sufficient lending activities 
which wo~ld enable expenditure of the total $20.0 million hav~ been 
identified. (See Schedule A of this Annex.) However, these funds 
will not be obligated until Phase I has been evaluated and TRDB and 
USAID agree on a plan for the all,~:ion 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~,d the 
lending portfolio proposed in the Project Paper into new geographi-
cal areas or categories of lending in addition to those listed below. 
Additional technical, financial and eoonomic analyses are necessary 
to support su-h exp~nsion and will be financed with $ .5 million of 
grant ronds ' .rmarked for further planning. Preparation and/or coordin
ation of prr.ration of the Phase II plan and the additional analyses 
will be the ~sponsibi1.ity of rRDB with the assistance of the planning 
advisor and -onsultation and advice from AID. Additional ~ aoning 
funds may t~ 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 oblig·ation of 
Phase It funds. 

II. 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 ,~ategory. 

A. Production of Inputs and Tools 

Village Blacksmiths 
Village Brickmaking 
Ubungo Farm ~lements* 
AATP Small-Scale Industry Project or other RIDE? Activities 
Village Contract Seed Growers 



Irrigation and Drainage 
nood Control 
Conservation 
Range Management 
Tree Nurseries 

C. Food Processing 

Maize Mills (L1ster*) 
Rice Hullers (Lister*) 
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Fruit and Vegetabl~ Drying/Preserving/Processing 
Processed Foods (such as Sesame, Peanut and Popcorn Foods) 
011 Seed Presses 
Soap (Animal By-Products) 

D. Food Production 
Oxen Imp lemen t s 
Village Hatcheries, Poultry Farms or Piggeries 
Village Vinyards 
Honey 
Vegetable Gardens 
Tractors and Implements 

E. ~ices 

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 501.. 

*611 (a) met. Other activities require further planning. 



ANNEX I-G 
Page 4 

III. pescription of the Currently Proposed NAFCREP Lending ProgrlD 

A. General 

As shown in th~ 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, se~eral lending sectors of the Bank (especially the most problem
atic) would be phased down or have become fu:iy disbursed (as is the 
case with several old IDA programs). The t.otal projected lending out
reach of the Bank and the NAFCREP program is showr, in Table 1. 

TABLE :i.: TOTAL TRDB LOAN DISBURSEMENT VOLUME AND NAFCREP DISBURSnlENT 
VOLUME 1978/79 THROUGH 1985/86 

1978L79 79L80 80L8l 81L82 82/83 83£84 84£85 85L86 
(Millions of TSh) 

Total TRDB 175.7 193.3 232.4 269.0 305.8 343.4 364.7 406.5 

NAFCREPJ!/ 33.5 40.0 52.1 74.2 90.1 101.0 111.6 123.4 

'7. NAFCREP 19 21 23 28 29 29 31 30 

!./ 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 in~luding 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 abo~J $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 
toola, $11.3 million. The remaining $59.6 is for term loans. See 
Schedule A attached to this Annex. AID contr:f.bution to NAP'CllEP 11 
29'7. if seasonal inputs included. 
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TABLE 2: SUMMARY OF NAFCREP BY CATEGORY, NUMBER OF VII..IAGE LOANS AND 
FOREIGN EXCHANGE REQUIRED - 1980/81 ntROUGH Ld5/86 

Number of Amount of Foreign Exchange Reguired 
Category New Villages Total ~~OOO) Per Village 

Hand T"ols 18,480 E,/ 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 

Expertmental Planning 
3.500 !./ Activities Unknown N/A 

TOTAL 8,084 s./ 50,365 

!./ 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. 

'E/ Number of new loans. !be 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 
f.upply 60'7. of the FX or about 42'7. 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 nex~ seven 
years. !be 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 mil110n in village capital and human 
resources for productive activities. 

Further details of NAFCREP lending are included in Schedule A, B, 
and C of this Annex. !bey provide the following information: 



Schedule A 

Schedule B 

Schtldule C 

Year by year luumary of: 
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number of units to be supplied; 
cost per unit; 
loans in tanzanian shillings; 
foreign exchange required to su?port loans; 
sources of foreign exchange; and 
total foreign exchange for local manufactures 
of tools, ox cart& and plows and other lending 
portfolios. 

Total NAFCREP Program in U.S. dollars including: 

total foreign exchange; 
total local currency; and 
total loans. 

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 fo'llows: 

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 b~n~ficial impact of 
~lese on production i8 still unce4tain in many areas and their environ
mental impact not yet fully determined. Further 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. 
!he 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 rc:al return 
to the family labor. This approach also capitalizes on the comple
mentarity of the technologies. 
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3. Lending i8 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 villag~ 
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 a~proach will assure that fixed assets such as godowns and grain
mills will be for the open and unrestricted use of residents of the 
bo~rawing 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 presenc 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 anQ USAID projects these 
policies, procedures, forms and criteria will be reviewed, refined, 
stIDplified where possible and made more appropriate for the size and 
type of loan ~Qde. 

S. 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 will 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. 

IV. Lending Policy 

A condition precedent to disbursement of the grant for commodity 
tIDports will be for TRDB to prepare and submit to AID a set of policies, 
criteria and procedures for NAFCREP. The current policies are 
summarized in Table 3. These are generally satisfactory to AID, how
ever, more simple appraisal procedures are needed. 



ANNEX I-G 
Page 8 

M loan appraisal policies, credit policy or other procedure. 
are revised 1.n relation to any AID-financed "ctivities, TRDB will 
advise AID by submitting such in the form of a Project implementation 
letter. The USAID Hi_sion Director with appropriate advice will 
review tliese and make Q determination aa to whether such changes 
present any significant deviation from the general guidelines ~a n~ 
app\.oved. 

V. Borrower Eligibility and Loan Siz! 

A. Borrowers 

The AID-fin~~ced 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 10 hectar~s or less, 

providing the village council provides its endors~ent of 
the application; or 

4. groups of farmers, providing the village council provides its 
endorsement of the application. 

B. RightB of Use 

All Aid-financed loans involving fixed assets such as service 
centers and grain mill installations will be for the open and unrest.ricted 
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 b~ carried out by 
an individual or by a group on behalf of the village. In all cases, 
loan requests must be made by the v:11age councilor 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 
($12,000) is considered the maximum for the first year with an infla
tion factor added thereafter. In most cases, at least 207. of the total 
cost of the project will be contributed by the village in the form or 
labor or locally available materials. Tools are ex~from this 
requirement. 



'£ABLE 3 NAFCREP LENDING POLICY AND ELIGIBILITY' 

Loan Type Eligibility 
Registered 

Loan Purpose 
Required 
Borrower Input 

Credit 
lliJ1-!ing 

Hand Tools /Villages and Individual farmers 
borrowing from the 

Purchase of hand tools None Good flnanc ial 
statement with a 
good credi t record 
w/previou8 lendinl 
if any, and w/NBC 
for hlatory of 
village borrov1naa 
and an NBC Bank Acct. 

Maize mills and 
other food 
processing units 

Oxen plows. 
carts 

Other small 
industry 

Village Service 
Center 

village 

Registered village w/recommenda
tion and statement of need and 
plans from Village assembly; 
cooperative society; groups of 
villages; or indivi dlals with 
Village approval. 

Registered 
/Villages or farmer borrower with 
larger units or who wish to do 
custom work 

Same ~d for Maize mills. 

Registered Village w/recommenda
tions and statement of need and 
plans from village assembly 
cooperative society or groups 
of villages. 

Tractors or farm Registered villages with adequate 
machinery and hectares under communal/individual 
other vehicles production and transport need OJ 

for transport Cooperative society or groups of 
(e& buses. lorries) villag~s5 

Construction materials, 
engines, mill, b,se 
frames and other mach~neB 
or equipment including 
spare parts 

Borrower provides 
the building plus 
about 20% of the 
cash equity 

Plows, carts Minimum of 25% 
of total cost 

Building materials, labo~ Minimum of 257. 
equipment, machines and of total cost 
other spe~ific items needed 
up to 75% of total cost of 
Project 
Construction materials such 
as: steel bars, ~ils, cemen~ 
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. 

Communal farming and rental 

Min' of 
25'2. .otal 
cost .-ma.lly 
in form of 
site prepara
tion. local . 
mater!.als and 
self-help labor. 

Minimum of 

Same as above 

Same as above 

Same 8S above 

S8IIie as above 

Same as above 
of equipment; services to 
individuals; Village transport 
to markets of inputs and 

25% of total cost 

produce 



Loan Terms and 
Interest Rate 

Treated as seasonal loans; 
due in one y\~ar upon 
marketing of crops. Int .. 
7~% added at beginning of 
loan for one year. 

Appraisal and" 
Reviews required Market Survey 

Management 
Collateral Capability 
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Regional Loan Coamittee can Indication of need and Ncne VHIAse leaderahlp alst 
currently approve up to TSh desire to own by village Required demonstrate capability 
200,000 per village for inputs. members or village of managing the proposed 
Head Office Committee Review assembly desire to form project. Consider peat 
appraisal factors a pool for use of tools perfonaance. access to 

____________________________________________________________ ~b~y_=m~e=m~b~e~r~s~ _________________________ quality exten8ion an~ 

36 monthly payments 
starting two months after 
the mill is in operation. 
Int. rate am~rtized at 
7\% if loan is to a 
village 

3-5 year amortized loans 
tailored to the borrowers 
income pattern. Int. 
7~% for Villages 

f 

Same as above 

Amortized over 10-15 years; 
repayment schedule may b~ 
tailored to borrower 
income pattern; 1st pay
ment due within 2 years 
of commitment. Int. rate 
7~%. 

36-60 amortized monthly 
payments starting tht! 2nd 
month after the unit is in 
operation ~r annual payment 
if more nearly matched by 
inc,?me pattern. 

Regional Loan Committee and/or 
Head Office Management Loans 
Committee. Reg. L. Comm. can 
presently approve up to TSh 
300,000 when fully secured 

Village assemb~y indica
tion of need is a key 
factor, also amount 
of use that is projected 
and realistically 
assured 

Lien on 
Machines 
and 
Equip
ment 

technical advhon. 
ability of villa.e 
manager and/o~ book
keeper to maintain 
adequate records cod 
of Chairman to .atlvat. 
participation in the 
support of the project. 

(Normally Regional Loan Committee) 
Loans to individuals must go Indication of need by Lien on 
to head office for appraisal village members as above, Purchased 
and approval or if loan to a an individual who wants Item or 
village is over 200,000 it also to do custom work Machine 
must be approved at Head Off. could be eligible 

Same as above 

negional Loan Committee and/or 
Head Office Management Loans 
Committee. Reg. L. Corom. can 
presently approve up to TSh 
300,000 when fully secur~d 

Same as above 

Need must be indicated 
by amounts of crops for 
which storage is needed; 
histori~ crop sales. 

Review and appraisal by Requires a careful review 
specialist in Operations Dept. of needs and desire of 
of TRDB & approval at approp- village members and sound 
riate level based on loan size indication that there is 
and w~ether or not it is a loan a sufficient market for 

Same as above 

Lien on the 
movable loan 
items; assign
ment of cro~ 
levy and lien 
on previously 
fiilanced maize 
mill or other 

Lien on 
?urchased item 
or Machine 

to a village. the end product and capa
bility to manage and utilize 
the tractor or transport 
e££ec ti ve1y • 

See above 

See above 

See above 

See above 
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AID gTant funds fOT 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 utili~ed in the fabrication or 
construction of items to be lent in kind. In the case of the former, 
such items as grain mill engines, plows, farm implements, machinery, 
pumps, etc., will be imported and cha~neled through both private and 
public distributors in Tanzania.l1 With respect to most raw materials 
(steel plate for mills, iron and other material for farm implements) 
these will be imported through the local manufactur2r 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 'Jalue 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 Ubung~ 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. In the case of UFI the steel is provided. 
UFI doubles the value of the steel import by producing the tools, 
carts, etc. Half (or the value of the steel) of the manufactured equip
ment is then provided to TRDB for lending. The remainder is distributed 
to the RTC's or other local :arm suppliers for cash and carry sale. 
Reflows to TRDB from loan repayments are again used to finance further 
lending. 

II See Annex I-E for Waivers. In most cases private distributors 
will be used as they are better able to insure the succes~ of the 
prog~am by providing adequate storage, assembly, supportive manu
facturing, testing, repairing and delivery. 
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3. In the caae of cement and other construction materials, TRDB 
receives, stores and delivers thale directly to villages. 

4. For 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 won~ 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 tmplied 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 tfme currently spent 
in obtaining AID-supplied foreign exchange from the National Treasury. 
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Figure 1: Off Shore Procurement (Plaw of Activities) 

Procurement Request (Equip. 
Llst, Specs dJ required) pre-
pared by TRDil and forwarded Competitive 
to luppl1er or for publication~ bidding 
as RPP if neceslary where 

Supplier confirmed 
Order confirmed 

po .. ible 

1 
CODIIIOdi ties Supplier submits Commodities shipped by 
received in [... invoice to U.S. bank supplier against AID 
Tanzania by I' and is reimbursed + issued Letter of 
Local distributor through letter of Conmi tmen t with 
or TRDB credit U.S. bank 

\V 
COIIIDodities procesled into 
gooda for village and 
d~livered to village by 
distributor (mills) or TRDB pays importer/ 
through local intermediary distributor for local 
(Regional Trading Company for ~ curr~ncy cost of its 
Hand Tools) or delivered operation (value added) plus 
direct to village by TRDB 
~onstruction Materials ). 

negotiated profit margin 

R~payment re-1ent by Recipient Villages 
TJtDB for local cos t .-I repay TRDB in local 
pl:oduction requirements 

... 
currency in accordance 
with collection schedules 



FIGUIE 2: Off-Shore Procurement (Flow of Fund.) 
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The following &lsumptions were used in preparation of Schedule A. 
It is 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 procur~ent 
from abroad, changes in the $/TSh exchange does not materially affect 
the outreach of the NAFCREP program. Should the TSh be devalued, it 
could r~Dul t in a larger TSh component requ; .. ·ement for the program 
which is currently possible through TRDB/OOT arrangements. 

All duties and taxeo a~e exempt on items procured by a donor from 
outside FX 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 projected for the TRDB
MAFCREP program which is 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 beca';lse 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 ~rould 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 is also the amount then of TRDB loans made for 
~land tools. 
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J. All lolUUl for hand tools and hand implements are se..uonal loans 
(~n. year or less). 

4. The "No. Units" .hown is the tons of .teel which would be procured 
from the FX computed at $750 per ton eIF ti1us lot inflation per year. 

c. Food Processing 

1. Eighty percent of number of units provided are maize mills and 
207. are rice hullers. 

2. Of the number of units of maize mill~, 50% are 25-HP water cooled; 
25% are 25-HP air cooled; and 257. are l6-HP air cooled or are electric 
motor with starter. 

3. Ratio of foreign exchange cost to total cost average 677. for maize 
mills and 80% for hullers. Av~rage for all units combined is then 707.. 

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 (2~1. of value), 
manufacture of base frame, 

assembly of mill, final assembly, testing, packing and transporting 
to !ROB 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 electric motors are 
financed by USAID FX grant.) 

7. Inflation of 15% per year is used in computation of costs. This 
is the current figure aceually used in U.K. (source of many loan items) 
and is slightly leDo th~l 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 

~. 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 
~ll pickup trucks; or 1/4 of the total cost of a caterpillar tr~ctor. 

2. All costs ,re expressed on a duty free and tax free basis with 
the first year of program cost per unit ISh 200,000. 

3. Foreign exchange requirements ar~ almost 1001. total cost in this 
lending category and therefore 100% was used in computing. Essentially 
100~ of the cost of trucks, tractors, implements, and caterpillars 
brought in duty and tax free is a foreign exch&lge cost. The ISh 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 ISh for a client because 
of the foreign exchange problems. All machinery financed by TRDB for 
1979/80 is oxen plows and motori~ed equipment/transport which had been 
procured ~rior 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 107. increase per unit per 
year on motorized machinery and transport. 

5. All machinery and transport are 3 - S-year loans on a payout schedule 
tailored to fit the harrowers' anticipated income patterns. 

E. Village Service Centers 

1. Inflation of 10% per year is used in computation of costs. It is 
felt that this would be relatively correct for the types of non
differentiated goods re~uired 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 45% 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 
max1Dun extent possible and built by the vill.gea on a self-help basis 
with the loan being used only to procure needed construction material. 
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Average 
~ of 

Total Loan 1980£81 81182 82183 83184 84185 85186 
To~a1 Foreign Exchange 

as ~ 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 1 • .1 3 60 60 60 60 60 60 

Iron Bars, Welded Meshes, 
Binding Wires, Etc. 9 100 100 100 100 50 50 

1/ Import declines because of Tanga and Mbeya cement factories coming into 
production. 

1/ Import lead-headed nails -- other made locally. 

* * * * * * * * * * * * 

4. All Village Service Center loans have a grace period of approximately 
2 years in which materia1~ 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 patteIh. Note: In several 
regions, the storage loan program has been temporarily halted even 
though ruany 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. 



~P LENDIHG AND FOREIGN EXCI!AHGK Rl!QUIREKI!:NTS 1980{81 maollGll 1985/86 

USAID FY 81 FY 82 FY 8J FY84 FY 85 " 86 
TROB 1980/81 1981/82 1982/83 198)/84 1984/85 1985/8L t ° T 4 L 
No. AIaOunt AIaount No. Amount AIaount No. "-ount "-'>unt No. Amount Moount Ito. A...ounl ","""nt "". ","""nt Aooount ... - -Unit. T.Shs 

" FX 
Units T.Shs $FX Units T.Sh. $FI Unit. T.Sh. SrI Unlto T.Sh. $rI Unit. T.She tn Unit. T.u.. In 

(000) (000) (000) (000) (000) (000) (000) (000) (000) (000) (000) (000) (000) (0lIl) 

al 
Rand Tool.~ ton. 1,320 8,150 990 1,638 11,090 1,350 1,918 14,290 1,740 2,071 16,960 2,070 2,175 19,600 2.)90 2.260 22,400 r,7)O 111~2 U,49O II,'" co.t/unlt; 1 FI ton 6.15 100 ton 6.77 100 ton 7.45 100 t.,n 8.19 100 ton 9.01 100 too 9.91 100 I-

rnod proce"'lnl 539 28,040 2,390 677 39,950 3,410 652 44,320 3,7110 617 48,1)0 4,110 589 5),000 4,520 ~] 58,000 4,950 ),'37 211,4100 21,160 
c:o.t/unlt; PI 52 70 59 70 68 70 78 70 90 70 10] 70 JO 

Oxen PI ..... h./Cart,.!1 20 4,000 488 20 ',400 537 20 4,840 590 20 5,320 649 20 5,860 715 20 ',440 7n 120 JO,I.o 1,'" 
"". ploulb./Cort.; 8,000 200 100 8,000 220 100 8,000 242 100 8,000 266 100 8,000 291 100 11,000 )22 100 41,000 1110 
cost/unit; .!!/1. FX 

Vill .. e Service Centr~1 132 lO, JlO 440 174 15,000 51O 179 17,000 540 190 20,000 590 191 22,000 120 197 25,000 ]10 1,061 109,110 ',HO 
coot/unit; .!!/; 1 PX 78 ]5 8G 28 95 26 lOS 24 115 12 127 12 

llach In~ry/Tronsport 8 1.600 195 17 ],740 456 40 9,680 1,1110 40 10,640 1,298 ]8 11,134 1,]58 ]6 11,592 1,_ .4 119 41, ]86 S,901 
cost/unlt;.!!/; lPX .!!I 200 100 220 100 242 100 266 100 29] 100 ]22 100 lUll 

d/ 
Expert.ental Lendlns- I -0- I 250 I HO I 1,000 I 1,000 I 1,000 I ',-
TOTALS!!I 52,100 4,50] 74,180 6,513 9O,IlO 8,080 101,050 9,717 111,594 10,lO] 12],412 11,241 551,4. ,." ,,., 
Total Provided by USAID -0- 3,000 -0- ],666 -0- ],334 -0- 6,666 -0- 6,666 -0- 6,668 -0- 10,000 

Total Proyided by TlDae' 27,500 1,50] 44,119 2,847 61,791 4,746 46,]89 ],05l 56,9]] 3,637 611,754 4,58l :106,4111> 1O.lU 
And/Or Other Donora 

Total bv "oterl.1I fo~ 12,150 1,478 15,490 1,887 n,110 2,]]0 22,280 2,719 25,460 ],105 28,840 ],515 12], no Ii,OM 
handtooll and oxen 
plough.' cart. 

A •• u.ed 1001 of FX u.ed to procure raw satarlal. for •• nuf.ctura of hand tool. and oaen plouah./c.rt •• TROll would be paid T.She ....... nt .hown (or the r_ •• t ...... and then \ of tlDI." .... !ii bl 
il 

lnod. vould be fln.nced vlth TR08 loan. alia equal to ","""nt T.Sh ••• hovn. 
See ".u.ptlona for eaplantlon of unit •• 
Nuaber of units are proj~cted on b .. ic core storage unit. See !oglneeing Analysi. 
(Anne. II-D) for projection. on add on facilltie. for VSC. 

~I An uNtncNn -.nt of tSh would be required !n ca-blnatlon with the FX for ExperllD4!ntat 
lendinl depend log on the type. of loana -.de. Because the amount i8 unknovn and could 
YUY Ireately it i8 .. Hted fr ... the table. Total TRDB loane does not include $1.5 
.111100 for planning of whIch $ .5 .illion to be provided in 1980-8]. 

r 

'I 

~/ (Cant.) RemaIning $].0 to be aobllized by tanB and/or provided .y AlD afr"r Ph ••• 1 
la evaluated. 

~I lbe 'ISh amount 8hOW'll. Jncludf'8 the eatl .. ted ~nt of n·, t col~ '1'841'111''' to 
be provided by TROB and/or other donOR to .upph",,,n~ IISh 10 Crant f,md •• 

...... 
-b .. 
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1/ 
Uallll Tools (Seaoullal)-1. 
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1/ I 
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loan villall •• ji\ of 'I) x 201 + niJ (Bned on re»earch at TRDB cash and food crop lending programs). 

If Tan&anla raache. a projected 9,000 regiaterell vlliagea in 1985/86, TRDB would have reached 641 of total with NArCRfP 10ana. Additionally .. ny .are 
villa,e. would b. r.ached with handtool. for cash purchaae end by otber TKi18 loan progr ..... 
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REFERENCE GUmE TO PROJECT PAPER AND SUMMARY 

OF PlANNING AND ANALYS IS 

Planning activities including cost eltimates, technical feali
biliey, financial and economic analyses and engineering plans have 
been completed and suppor~ the ~ecommendation that the life of Project 
AID fuuds 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 a 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. 



TABLE 1: SUHHAltY PIAHNING AND RECCHa:NDED AUTHORIZATION 

Input./Act!vity Relevant Section. of PP 

Technical A.sistance Part II.F and III.F of PP for 
description. Part II.G of PP and Annex 
II-I for costa 

Training Same as above 

Commodities for TRDB 
C"nstruction 
of staff 
housing 

Vehicles 

Cost estimates, Plans, Draft Far agree
ment in Annex II-H 

Vehicle plan is contained in Annex II-F. 
Justification for waiver is contained in 
Annex I-E 

Co.t ($000,000) 

3.9 

2.6 

2.8 

Sub-Total 9.3 
Contingency and Inflation 4.9 

Coamodities for 
NAFCREP 

Part III.B, III.C of Project Paper contains 30.0 
the technical and economic analyses summaries. 
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 Servir.e Engineering plans and analysis are contained 
Centers in Annex II-H. 

- Machinery and 
Transport 

Raw Materials 

Planning 
Activities 

Justification for waiver is contained in 
Annex I-E. 

No waivers required. 

611 (a) not applicable. Annex II-A contains 
an illustrative list of types of planning 
activities. the technical analysis and 
Part II.C and II. F.l of the Project Paper 
contains further details. 

TOTAL $44.2 



TABL! 2: FINANCIAL PIANNING 

ANNEX 1-8 
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Information Reference 

Institutional Inputs Summary 

Institutional Inputs Detailed Costs 

Size of NAFCREP 

Cost of NAFCREP 

Total Project Cost 

Estimated Total Expenditures 

AID SUIIID8ry of Expenditures 

TanGov Contribut:f.ons 

AID Obligation Schedule 

Part II.G of Project Paper 

Annex II-I 

Part III-G of Project Paper 
and Annex II-G 

Part II.F.3 of Project Paper 
and Annex I-G 

Table 12 in Project Paper 

Table 13 i!:l Project Paper 

Table 14 in Project Paper 

Table 15 in Project Paper 

Part 111-1 of Project Paper 
and Table 16 in Project Paper 
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INITIAL ENVIRONMENTAL EXAMINATION 

Projec'~ Location 

Pruject Title 

United Republic of Tanzania 

Resources for Village Production and 
Income 

First Fiscal Year Funding :. FY 80 $4,275,000 

Life of Project 

lEE Prepared by 

Vi ioiimenta 1:-A:a I'On" 
Recommended 

Concurrence 

Assistant Administrator's 
Decision 

... ·.·f·· 
.. ' 

FY 1980-86 $45,000,000 

USAID/T/CDPO 
March 11, 1980 

James E. Williams 
Mission Director 

Approved :--,~4-=;,,--/l-,--, cl4:--'-.....,·7~~" --.-;.,1_c-_,1,_,.:./-[_ 

Disapproved: ____________________________ _ 

Date:_--'R;~~-L./~S;tc.....:~:-;:...~-------

I. Examination of Nature, Scope and Magnitude of Environmental Impaats 

The proposed project recommends the following project activities: 
(1) technical assistance, training and commodities for the Tan~ania 
Rural Development Banki (2) construction of four staff houses in 
Dar es Salaami (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. (~ee Technical and Institutional Analyses, Annexes II-~ 
and II-F.) 

AFR/DR/SDP, J. Hester-.-J5# 8jt1/80 
GC/AFR, G. Leece ~/fiD 
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'ftle con.tt'Uction of hou.es will take place in Dar es Salaam and 
,,111 conform to .tandard Government of Tanzania specifications. 
~'~ing site. will be allocated by the Ministry of Lands, Housing 
and Urban Development and will be in conformance with the Dar es 
Sal.-m City Council Master Plan. This activity may have some short
term negative effect., 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 b~ 
provided at e.ch site with Project funds. 

The components of the Project which may impact on the environ
ment are the cOlIlJlodities 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 financp. the import of the engines 
for the mills. The mills are to be located near other service facili
ties such as the village store, CCM offices, or schools, with the 
view of providing ready accessibility, and will replace the need for 
hand pounding maize, which is 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, wil1 al10w village women time for more proC:'Jctive 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 cl08e~0 other ~ervice facilities. The activities that will 
occur at the centers ,lre environmentally neutral except for the 
storage of crops and l~rop inputs. Crop and crop input losses resul
ting from insBct and rodent damage and epoilagp. are severe problems 
in Tan~n1a. It is estimated th~'t up to '0'7. of crop13 and inputs, 
nation~lde, are lost to such damsge. Given the problems of recur
ring fOM ::hC.L"i;ob"'''!, difficulty of transpc:i:t to move crops from 
farm~ to markets, aun tnt' ina('.equacy of traditional storage facili
tie'J, this activity wili. ,:;"ntr~bute to savings in the national 
eco:lomy. 

The unavailability of consumer goods is believed to be a contri
buting factor to low agricultural productivit.,. Without available 
re,':ail ccmnodities there is little incentive for farmers to try to 
increase production. The availability of agriculture inputs under 
the project and rt ~ail commodities in village stores through finan
cing by the National Bank of Commerce should help relieve this 
problem. 

It is planned that additional pu~oses of thpJ~ buildings will 
be defined by the village and thllt thus(> ac~!" .Lties which are 
perceived as tINJ8t beneficial will ~;e ini!::.uced first. As the social
economic environment 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) tarm machinery, such as tractors, 
harrows, trailers and plows; (2) small trucks for hauling village 
input".s, cropo, etc.; (3) animal-drawn plows and carts. Loans for 
machinery are projected to take less than 20% of the grant. These 
loans will be made to the villages Bither on a village communal loan 
basis or through the village to individual small farmers or groups 
of farmers. Eithe~ 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 ·1:·he n\Dllber of non-animal drawn units planned will provide 
equipment for JDly about 150 villages, the impact on the physical 
environment will be negligible. This activity will also allow 
comparison of coats and benefits of antmal-drawn equipment also 
provided under thi~ sector of lending. 



ANNEX I-I 
Page 4 

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 soil 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 in~bility to prepare land for plants 
prior to the beginning of the rains, and LaDor shortages 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 spa.res and fuel. In addition, the 
use of ox-drawn carts will encourage easier movement of crops from 
fields to village godowns. It is project~d that 48,000 oxen plows 
or carts will be ~qde available in the six years. 

These activities will not have any significant impact on the 
physical environment. 

D. Farm Implements 

Improved tools of good quality are in high demand but are not 
available )u a regular basis. These tools are similar to traditional 
tools but are of improved quality and thus last longer. During 
Phase I, t(lols already in llse wjll be made available, and additional 
tools will be developed. Thts activity will be beneficial since it 
will enable farmers to more e~ficiently 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 is 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 TRDB is able to expand its services. 
'these activities could in~lude 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 iden:ify their profita
bility and potential impact on the envirobuent. Environment is 
defined broadly to include an assessment of 6~ial. economic and 
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physical impact. The activities which prove to be beneficia are 
intended to be added to the lending program. 

F. Seasonal Inputs 

Fr.om it~ own ~e30urces, TRDB itself will finance the seasonal 
input lending activities (with the exception of hand tools) under 
the National F90d Credit Program (NAFCREP). The TRDB haa 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 lEE and perhaps, an Environmental Assessment will be required. 

At the present time no procurement or use of any pesticides is 
contemplated in the project. 

II. Recommendation for Environmental Analysis 

It is recommended that the identified Project-financed activities 
will not have a significant effect on the environment, and therefore 
a Negative Determination be made. 

The plannins activities are limited in scope and will not have 
a significant impact on the environment. If these activities are 
successful and TRDB wishes to seek AID financing for them, an lEE 
will be prepared by the Mission prior to expenditure of funds for 
the commodities needed for these activities. In any case, a new lEE will 
be prepared by the Missions which will reflect the recommendations 
contained in the AID Pesticide Study. In the event the lEE'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 riot to pro
ceed with the activity. Sufficient alternative lending activities have 
already been identified which will not have a significant environmental 
impact and that can be undertaken so that there is no likelihood that 
the funds once obligated wi~l remain unexpended. 

Clearances: ADO:MFuchs-Cdrsch (draft) 
FLA:REDSO:GBisson (draft) 
REDSO/Environmental Officer (draft) 

Drafted:CDPO:RMDepp;cp:5/l6/80 
Redrafted:AFR/EA/T:JVanDenBos:cmw:8/ll/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 eggs 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 res~riction 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 unuer consiceration. A 
tolerance of 0.2 p.p.m. for endosulfan on maize has been established 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 consultation 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 s~nt to 
Tanzania in late 1980 to prepare a revised risk/benefit analysis 
and lEE, 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, furada~ Sevi~ malathion, fenitrothion, 
diazinon,dipterex, di.macron and nuvieron (See exhibit 3 of the 
~anzania Seed Mu1tip11cation Project Paper Revision, approved 
January 1, 1978). While the rpsu1ts of these evaluations are not 
available at this time for incorporation herein, it is logical to 
assume that the use of 4 percent endosu1fan 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 integrated 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 tearr, has concentrated its efforts 
on a breeding program to develop genetic resistance with a target date 
for release of resistant varieties in 10 83. In the meantime research 
on cultivation practices shows that ridging can reduce moisture 
content and susceptibility to leaf hopper attack. In addition, research 
is currently underway at ICIPE to 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~ethods of application including 
availability of appropriate applicatlon 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 examinea by the team of specialists referred to in 
paragraph 2 above, and they will make appropriate recommendations. 

5. Acute orbn~ term toxicological hazards and measures available 
to minimize such hazards 

Although the technical grade material is relatively toxic·to 
rats in alcohol and aque·Qus 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 endosu1fan 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 re~ested pesticide for the Eroposed 
uses. 

See para 2, above 

7. Compatibility of the Eroposed pesticide with target and non 
target ecosyst.ems. 

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 Eesticide is to be used. -
The pesticide use will be confined to maize fields under 

tropical conditions. Hence there will be no significant 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 Eesticide or 
non-chemIcal control methods. 

See paras 2 and 3 above 

10. The requesting country's ability to regulate or control 
the distrIbutIon, storage, use and disEosal of the Eesticide 

See pg 22 of Project Paper 

11. The provisions made for training users and aEElicators 

Same as para 10 above 

12. The Erovisions made for monitoring the use and effectiveness 
of the Eesticide 

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 




