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LT11PA :-F Fl'TH-HIGH1WAY -LOAN AIVJNV1T 

Sum nd Rcommn tion 

Note: Th "Amount of Loan" and "Terms" 	 remain the sant under this pro
posed amelndment. 

1. 	Borrower: Government of Ethiopia (COE), with
 
the Ethiopian Highi,,ay Authority (ElA)
 
acting as Implementing Agent.
 

2. Amount of Loan: 	 $9,300,000.00 

3. Terms: Interest: Maturity: 2% p.a. during the grace period, 3%'
 
p.a. thereafter. 40 years including
 
a 10-year grace period.
 

4. r Dcs cip ion - The original A.I.D. loan was described a. ar inpUt , . 
to the multidonor, World Bank appraised 	 Fifth Highway Prolrat. Thi s program
consisted of (a) the upgrading and asphalting of three primary roads (4'10 km.),
S(h)construction of 4ix gravel feeder roads (440 km.), (c) provijion of rech
ilcal assistance and (d) the procurement of emergency construction and main
tenance equipmcnt. The A.I.D, portion of the project consistcd of the uphalt 
,surfacingof the three primary roads, including the provison of constrUCtIon
 
supervision seevices, and the procurement of emergency rci.'d maintenance equip
ment. Hlowover, doe to factors which caused serious ovorruiis of expucted :osts, 
f>everal changes wire required in the Fifth Highway Program. While still retain
in; the original project objective of assistance to the development of 1well-
Integratd rodd system, the A.I.D. financed component of the revamped Filth
 
Highway Program has been more narrowly defined for purposes of l
this areondintant .,S 
consisting of the provision of equipment for the implemeitation of a fivw. ycar
 
program for road maintenance and rehabilitation. Proceeds of the A.I.. lo:n 
previously prodrammed for highway construction (approximately .4.8millrr 
.i 

be! USed Inbterad to finance the foreign exchange coats of road maintenanCLc quip
mennt. Th balnce of the A.I.D. loan ($2.5 million) will be also used to pIr
ichafe maintenance equipment as originally planned.
 

5.',roj CL Mi: ion - During the first three Lthioptan D veu4pmLt nPL th : 
coi-:ntration within the Ethiopian transportation sector wau on the conii-
L.:ou of primary roadA. Little emphasis was placed on providing intor onneilng
rw,4 roads by which local farmers could reap such benefits n;:i!xtonfsi!, r- : 

wvi&*0wi h w0uld assist in increasing their productivity and alno in In:t.i. 
igthvir ai bflity to markets, It became apparent o th GO th i. . .r(

tho traniportation sector to have its greatest impact 01ir L1L dtvheI w n 
the agric.uiitor ... tor, the construction of local fecler ro,%ds was ivrrat ,..
Thiti is alao ntistent with tho World Bank's strategy for naricutturda ((,,vu1l4.: 

enwut. Ln ).thiopi. The amphasiu of Bank-Group lending in the transport soctor 
is on roads whIch promote expansion and improvement in thu ngricultutc ! 

http:9,300,000.00


IQlow e ver, to rea2li.; , full benefits from the development of W-l1 integrn-ated 
road notwork', the GOE and World Bank agree that axistinru roads must ru
maiin operable. 

Thi proje.t will contribute to this objective by provdin ortiun ofti 

the equipment required for a five year road maintcnance and rhabiitation
 
program and is,therefore, in keeping with the original purpose of providing
 
assistance for the development of a well integrated road system in Ethiopia.
 

6. Estimated Financing for the Revamped Fifth Highway Prograin 

A. Total Costs of Five Year Road 	Maintenance Program
 

Source 	 (U.S. $ Million) Foreign Exchang.1 Local Co.tL,* 'ijot, 
(Equipment) (Operar-ons)

-9.3
A.l.D. 	 9.3 


U, K. 1.2 -

West Germany 4.5 4.5 

-GOE 2.0 2.o 

SUBTOTAL 17.0 - 17.0 

B. Cnntruction of Two Feeder Roads**
 

Source (U.S. $ Million) Foreign Exchinge.. 1.ucol Cosi 1t',t'l 

IBRD 	 14.1 2.9 17. 0 

5.3 5CGOL 

SUBTOTAL 	 14.1 U.2 22.3
 

TOTAL COSTS OF FIFTH 
HIGIWAY PROGRAM 31.1 8.2 39.1 

Locil cost fJnancinij, for recurrent expenditures will be the remponaib li yy 
of the' GOV. 

Set, ori.%Itig 27-30. The 	contribution of the ,OAI. cxids L"l CAP, pp. 




7. lBacitgrotnd of Prnlaa - During 1971, the World Bank anti tho G'oE luvioped 
the components for the Fifth Highway Program. In April of 1972 when it bv
came clear that the World Bank could not provide sufficient TnternaLit &al 
Development Afsociation (IDA) funds to cover external financing requIrtmentli 
of this program, the World Bank and GOE requested A.I.D. participation In 
financin)g, portions of this program which appeared to be most aippropriate for 
A,T.D. financing vil3 a via A.I.D. development objuctw1vs iII Ithlopla. Thur., 
A.I.D. approved a $9.3 million loan to the GOE for [I1nancing the foreign
 
t..xchangte cost.i of (n).the upgrading and asphal.tin; of thrve primtry rosai, 
including construction supervision services (approximately $6.8 million), and 
(b tho; procmirtment of emergency maintenance equipment (approximately $2.5 
million). Local costs of this tomponent of the program wore to be financed 
by the CE.. Tho IBRD and COE wo ld finance the remaining componont of the
 
Fifth 11ighwziy Program - the const 'ction of six feeder ronds.
 

Following th! recuip of bids in 19 3 which were substantially in excess of 
tho f, ads provided b> AID/IBRD and t - COE for primary and fueder road re
habi'Ltatlon and construction, all pa ties concerned, during the tiumrnvr 

' ofr 74, reexamined the priorities ant. unding requirementa of the 1Iftl 
I11.away Progrnm au well -a the proposek lixth lfighway Program no' .n4,.r 
d v,olopment by the ITBRD. As a result, i evampinp of the VitthliphV.ay Pro

.am iais proposed whereby t) most, If nt all, of the maintcnance equip
ment scheduled for purchase under the ' . Highway Propra't would be shifted 
to the FiCth Highway, Program, with fin. .lng expaiaded t ini-ludo, A.Z.D., 
1.K.. Wt-st Curmany and the GOE, and (b) only two of tht. ;,Lannud i;Ix f.,,dir 

roadt; would be constructed in the Fifth Highway Program. witii fitinlni by 
113D and 001'.. Additionally, it was proposed that' the Sixt h hi.hway llro;,iriw 
fundn would he utilized for (a) the construction of the remOAnlng ;nur feeder 
roadr and (b) the upgrading and asphalting of a portion or all of tlhe threo. 
primary roads, doponding upon the GO2'u reassessmant of the priority of thu 
road6 in the context of current funding availabilities and rEquiremuts for 
feeder rond conhtruction. Funding for the Sixth Highway Program ha nut been 
finalized at this time. 

On At;uut 1O, l)74, the COE/FlA submitted to USAID/Ethiopia a li!,t v4 p':ioiity 
m.•ntennnre cqu'pment to be used in connection with the proporud rupro;rammlng 
of A.t.I1,'s Fifth Highway Lban funds. The GOB/ERA list. which was anonded 
. n OvLoh.t 02, 1074, is based on a five year maintenance prooram ecquip-..,-nL 
rc iit . :r'ortvd in the A.I*D.-financed "Road Haintenanre ,tudy 

l I*hlopia". iihihud in June 1973 by the F.R. Harris, Inc.. 

h 1. (, rt Clvnrances Not nince pr io.-[-Ot KJinl - required, ths ;L';d 
i,-cot Lu mcrvly a reprograming of previously authorized fudh.. 

.tt. -Thut'Country concurt, 1J09. or ountry Tvam Tt;,Am 11's ajr0PwjS% 



... .. 
--- --------- .... 

11. R ~.tiwimondnltio( - Authorization of( n aricnlnitlit I) til t IM, ||iUI-Iawaiy 'r.'fr! 
priviousiY

Loi (663-I-I--3)perritting approximately $6.8 million ot joaln fundl,, 


prgra.d for road construction and supervision, to be usewd Instead lor th
 
A draft of the amended authorization 

purchase of road maintenance equipment. 


is attached as Annex C.
 

r
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: David Gephart, REDSO
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: Joseph Lieberson, I JM)O
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'I. BA(CROUN1AW4PROPOSED~ AHENDMENT---

A. Summary of GOE, Mighway Development A.,iitanv o 

In the carly
 
1950s with thu ustablishment of the Ethiopian Highway Autlority (EllA), 1:hso
pia's all-we;,thor road network has increased from approximatily 2,000 kWo
meters in 19 iIto 8,675 kilometers in 1974, including 2,897 kilometers of
 
oisphalt road. 4,922 kilometers of gravel road and 856 kilometers of all
weathue- earth road.
 

Undor a program of highway development which Itimvnwus 

The bulk of ElA's external assistance has come form the World Bank 
and A.L.D. . The Bank has extended a total of $71.7 million in loans and
 
credit,+ in conunetion with the EMA's First thru Fifth Hilghway Programs and
 
presently is evaluating a proposed credit o: approximately $30.0 million for
 
tho Sixth Highwety Program. A.ID. ha. provided a total of $21.4 million, In
*'uding the prt:#cmnt loan of $9.3 million to the V'ifth Htithi ,y Prv1 kr.n. n.i *.
 

tani of $4.7 million in 1970, a major portion of which prvidch L,,eilv fl I
 
to the ERlA. Other external assistance h;,j hin provided Ity ;:odrr 

($5.8 mlli.ln) and West Germany ($10.0 million), both for tht Fourtlh IIilw.'y 
Vrogram (1968-1973), and the U.K. ($1.2 million).
 

For further details of past IBRD and A.I.D. assistance. acc tht orf

ginal Capitil Assistance Paper for the Fifth Highway Loan.
 

11. Thi, Fifth Hiighway Program 

i awd ; UNOP-fNnanced studies under the Fourth 1lriw.,, Pt.,gram .ind
 
ililcmioarv ntudivw underraken by 1LiA'n Plannin Proprnmmulo. fiv' tion. pre
par . i on, for the Vi 1th Highway Program began in lot, 1970 and ' t, l tr
 

,..td in 197? lollowing completion of final f.siu,,2, 1ty MLUdXevt by Eit,' 
~n~i i-~ At thinf sMe L1114.. All).par tho' Wrld Slank. .4 ?,4IKi.'1PP0't(41~ 


:n ncd i uoy wai. uidurrtaken by the Engineering Co,'Isl;4nU Ilr or 1' R.
 
+ rr Int,- to vcvuolp a fivo-ytar plan of action tor the oL,:rovmn ,toi
 
highway Cw1,;.nnnke in Ethiopia.
 

L wuis tubsequently agreed that componntc of kb.l;t+F, .,; 


rwr, would In l,o (a) the conutruction of nix grvcl rou. b ,
 
,indadr 440 kilometre), (b) the asph,,lt tirfak.1 nf h , i, ',
 

tLd ulidr ireviows programs (430 kilometers), technl#+e,J ,a * t-si,- .t
 
I'a ,~onL. ctiiig int~uxtcy aind purchase of ucluirment os
,cjtu1 

tonncc. t' it,+ i 1a.4sed on preliminary resulta ot ,it', -at i %tiy 11 
,rcd to 1provide fInancing in the amount of $9. $ tiat4 !'.,' 4 0,;#tr ,. w lL 

of Li.! ouiphailt surfacing of three rondo ($b.b ti il iiw oc ir 
!t01 11,roneY i,intince equipment ($2.5 i.11l1on) . 11M fundinn in tL11
 

os"to :Of 1,1I.0 million wats providad to dssisL in f inancini; i 'e rvm-aln'ivr o.
 
eh 

If> <H.~+ 
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For the three asphalt paving projects to be financed by A.I.D.,bide 
were received fecembor 1973 from Grove/Skanaka (a U.S. - Ethiopian joint 
venture) and Nello Teer for $26.36 million and $37.38 million, respectively. 
Thene nmc,unts compared with the construction cost estimate in the June 1972 
cupital astiacance paper (and subsequently reviewed by Harris conultants 
in October 1973) of $9.5 milliou, against which $6.4 million of A.I.D. loan 
funds weo earmarked. Bids received by the Bank for the construction of 
feeder roads were also substantially in excess of cost estimates. An oval
uarion of the bids for A.I.D. work revealed the following basic reasons for
 
the higher than estimated prices: (1)sharply increased PaL co.tt, (2) in
creased equipment costa, (3)lack of clarity in certain bid specifications
 
which caused bidders to include sizeable contingencies, (4)general uncer
tainties due to world-wide rising material coats and high rates of inflition,
 
and in retrospect, (5)generally less than satisfactory cost estitunting. 

Because of the magnitude of the funding shortfall, it waa not pnisibl, 

to negotiate adequate reductions with the bidders.Moreover, increasing tl. A..1-. 

loan was not considered a viable option since putting substantial new fundn 
inio highway construction was viewed as being out of phau. with the utraegy 
beIngdevv oped for the country DAP. The EHA's propotal for a matnaemeti 
contract undur which a contractor would organize, manage and aiuporviue force 
ac :ounL construction by EHAwas also rejected since it would dire:t EllA's re
sources to primary road construction which both the Bank and A.I.D. considered 
ctiacntial for feeder road construction and road maintenance. V wlni lur 
Lr conuultatioas among the donors and the GOEagreement was reached In prin
ctiiv that tertain trade offs could be made between conponenth of the I'ifth 
hil;iway Program and the Sixth Highway Program (currently being developed by th 
Efink 4nd GOE). As,a result, it is now proposed (1) to shift maincvuitace tvqiiip 
ment purchaso:r, originally planned for the Sixth Highway Prograul, to thv .curr4'nt 
1)ru ran,with fin.nclng provided by A.I.D., COE# West Germany and V K., (.1) to 

use a portion of IDA funds originally programmed for Sixth Highway to initcad
 
f.ianco two Of the mix feeder roads under Fifth Highwayand (3) to fund i,p~r-
Lion of the three asphalt surfacing projects under the Sixth Highway Program. 
Tho final makeup of the Sixth Highway Program is expected to be known by the 
vnd of 1974 when the Bank appraisal is finished and negotiations have been 
hul with rho GOE. 

C. horrower and Implementing Agency
 

The Bo.rrowur is the Government of Ethiopia (00k). Adminibtra oi,a, 
i. .mrlementitlov tho responsibility of the Ethiopian disihwy Atithority 1EtA ,11 
iasmi-nit. onouN governmnt agency established in 1951 in c(onuritIon witi Lto,, 
incupLion uf the First Highway Program. The 1tL% is governed by a board 
Com. Ltsiorceks consioring of the Minister of Public Work% who~ F4(rvU14i. uu EhA i.rtwst 

HIC Vice Minister of Commerce, Industr, and Tourism, thu EllA Gvnoral nur 'tr
 

!,i Jio vxvu-utfva huad of ERHA, and one other memb-at-largs.. The r11A wv 
orjganirud under the Fourth Highway Program with the aisistnce (of mtinnjerw. iL ii
iuitant'. tnnced by the World Bank. EHA'i organiztion and oper ion . . 
J1T 4451o dink-ivegsd furthver In Section ll.D* I below. 



D. Relationship of Amendment to A.I.D.'s Strategy in Ethiopia
 

The recently approved DAP for Ethiopia calls for emphasis or rural
 
development as the priority for A.I.D.'a economic assistance strategy. ite
 

Fifth Highway loan was authorized prior to the approval of this. DAP. NLvcrthc
less, the linkage between road maintenance and rural agricultural development
 
can be demonstrated.
 

1he conitruction and maintenance of a well Intgrated road system,
 
including both primary and feeder roads, is assent ial to tho development of 

the EchLopian economy in general, and the agricultura' sector in partivul.tr. 

During the first three Development Plan poriods,empha.si was placed oi, th, 
construction of prirary roads, Consequently, less attctlion wav given to con

strucLtIn, fi-dor ruiads which would provide the rural p1)oulation accet;s to 
distant 4,riculturail markets, extension services, etc., and in general, would 

0o:1,ribute to rural agricultural development activities in Ethiopia. As in

dicated abovo. the GOE has carried out several road construction activities 
i, ita aLtvmpt to increase the rural road network in Ethiopia. Ho.ever, in
 

order for these roads to be operable and serve the rural population, it is
 

imperative that a well equipped and administered road maintenance program be
 

initiated. Failure to properly maintain Ethiopia's existing road system con

current with the construction of feeder roads would not only deny the rural 

population its only means of access to and communication with other aroa!- ,f 
thw country, causing even greater isolation than i now the case, but would 
also impede the development of the agriculture sector and, therefore, the 

-conomy.
 

To this end, A..D. financed a road maintunance study to 6evulop a
 

five yaur plan of action for the improvement of highway maintenance and ficr
 
A thourough
the rehabilitatinn of road sections requiring urgent attention. 


ewvaluation of the EMll (organipation, administration, operations, work practices
 
and human and physical resources) and the Ethiopia road system was made to
 
,!orurmtne th.r rcquircd adjustments within EHA to make it more eficient and
 
to .t;r&iitw the n.,cssary highway rchabilitations that would render the road
 
avtwork mott operoblo. This amendment addresses some of the equipment rc
quiromeniit reported fn that study. 

AALY, TS11 . I'El!HNIUN, 

* A. Ai,,-nded PiJect Description 

IWIe .aus0Oof Ltt! shifting of project components tnoted in Section 1.11. 
above, the Fifth Highway Programs which was used as the basis for dofining fh. 

" # " 
.. .44 " " ' C : ' .. .: > . """: ' 9 V s . ; ' "" . L : . = :" A } , s : J"* L r . . , s :, 5. r " . : r: 
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r- ndc Lt,originI loan- has a--les t 'temporarily lost-its -preciseoje ucu -r 

Identity. Similarly, for somewhat the 6ame reasons, the parametera of the
 

Sixth Highway Program are still not clearly defined. ,or these reasons and
 

for purposes of this amendment, the A.I.D, project is redefined in terms of 

providing equipment for the more discrete road maintenance portion of the over

all Filth and Sixth Highway Programs, as sot forth in the F.R. Harris Study 

of Road Maintenance in Ethiopia. 

The Harris Study was undertaken in 1972 with A.I.D. financing at the 

Government in order to develop a comprchcnneivL fiverequest of the Ethiopian 
for the year plan el action for the improvement of highway maintenance and 

of road sections requiring urgent attention. The program asrclilbilitation 
dated June 1973, as well as the ctisultant'"tablished in the Final Report, 

for administrative and operational improvements,hav 
bv,,in

ecouendations 
and the Highway Authority ab the baoi.*I.,jlpted 1y the Ethiopian Government -of i. I kt Ilur it, near term maintenance program. Copies the report hive 

onbuted to district managers for familiarization with recommendations its 
contents, as well as for consideration of its analytical techniques.
 

with its assessment of total maintenance requirementt.In ronjunction 
the Itarris Study developed a list of additional equipment needed to carry 

out
 
Of the 4 equipin effective program of maintenance over a five-year period. 


ment units recommended by Harris, a portion is currently on order as part 
of
 

the "emergency" procurement package being funded by A.1,D. ($2.5 million) 
and
 

The proposed amendment,along with additional
with funding provided by the U.K. 

financing from the GOE, West Germany and the World Bank,would permit the 

ERA
 

to acquire the remaining priority units of equipment.
 

B. Maintenance and Equipment Requirements 

1. Recommended Maintenance and Rehabilitation
 

After exartning the present and projcited road mnwhtenanc,, ,rogrtui
 

it, :thiopla aud applying prescribed tests of economic pritortic. ,nd : ntn,.,
 
Idyjwi,capacitie., the iiarrin Study concluded that all segmento oi th,, ptusent 

byfit:-m should continue under Ell maintenance. These Includd (as of 197Ji) 2,4h 

r,,,f paved roadt and 4,867 ki.with gravel and earth surfacing t ox1,tvw', 
plus another 3,811 km. under construction or planned for construction within 

the five-year program period. The majority of these segments passed the c.on

omic letits ,pplied by the Study; those that did not were novertheless included
 

because any other course of action was judged to be politically untenable. 

In iidditton to normal maintenance, the Harris Study alt;o id. tcc 

Lnc st. .onb ..f roada totalling 1,279 km (426 km.pavod, the balance grnvel .,ur

kiee) requiring rohabititation. After maintenance and rehabilitation require' 

munto ha, hivon so Identified, a otudy wan made of the resourcen needed to er 

out the prograi,.
 



n..... ........................................................... . ..... ... ... .
,• 

2. Cqiment Units Rcomended 

a. Existing Fleet: At the mine of the iarris Study In 1972, 
an examinntion of EHA records, as well an physical inspections at facilities, 
idanl.±ficd oinme 025 major units of serviceable or repalrablu equlpminL. of 
these, 607 were boing used by maintenance forces and 218 were absigned to con
btruction. After reviewing the age, condition and maintvnance of the oxititing 
cqipmenton estimate was made of the principal units of maintenani equipment 
which would be in serviceable or repairable condition during,the five-year 
program period. An average "availability factor" (percentage of normal annual 
working hours during which an unit would be operational) of 65 perceut wa8 
uasumed, based on the consultant's appraisal of orguni;.ton operati,,,, the 
probable mix cf old and now equipment, historical availability,and tie basic 
machine types identified as necessary for the recommended maintenance program. 

b. New Units Required: After the recommended rood main
tenance program wan established, calculations ware made by the consulr:int, based 
on standard crews of equipment and labor with specified peodticvLot, rtct. fur 
tho kinds *ofwork to be done, to develop a total mix of requircd tLulirtnt unit. 
0r use by year over the five-year period 1973 to 1978. M-w unii.i. rcqiiited for 

thv five-year program thus were represented by this Lotio ] tlW'' ut!- C,
timated to be available from the existing fleet of mattn.lir ,qulpnl1t. 

Annex A, Table I lists the units recommended by Harris, the equipment units now 
on order, and the equipment which EllA proposes to purchase with the proceeds 
to be made -vailable by this loan amendment, with W,:st G%.rma, flnancing, World 
liank and from its own budget resources. These proposed purcrha,,u.% reflect IHAt. 
3ssessment as to which units of the unordered Harris e.iuipment ILts are ,rltle:,, 
to its road maintenance prosram. In this connectior, ,L.t. EIA'i, judg,i'i 
(endorsed by A.I.D. and the World Bank) that its current Lmphabi:i ,-- ;..'Cat0r 

w,uo nt labor irtensive methodeas well as oiforts to jrhi more: 'ffcctive 
+quipmcnt ut~ilization,will permit it to forego: purchase ol vvrtinr. 1cr-m (th' 
divfv4eni:e hetween unordered and priority needt,) Without Je-piordizin the main-

C. Spark, Parts Requirements 

if fulb benefits are to be obtained from the equipnw 't prop "Ld for 
+ , . sr'h.oe,in avilalbo and timely supply of npare parts I,, requ 11 

v tnlmum e,,u.prnt utilization and extended equipment satrv.co l. +. 
w!1l provj)il furdnp Liu the amount of approximately $5Y0,00r for tL e Iir : 

•1~f ++,Vue for thu new equifptment. Of amount 	 7.*+++,'.. this approxIf-.t.¢Ii ,t 
!( 'nd!* 4ll3 be irtlized to purchase fatit moving spare part it.. 1, 141 
wt+ih purch+ime of the equipo ntL. Tho remaining 25 of tho .,.2 . 64 
tU frod the purchase of dentifiable equipment alore P+,rtf CE4;Tr:i',f,( t 

-, 	 cduide with the equipmont arrival on site. This second ),roil (if 
-0al to b ordered with the ,quipmunt, will be drawn up wit, thiv , 
0- the U.S. oqinip1ir iu pcalitn now on site under the )li+twriy L~quptt _ 
and Repin toacilitica loan. Using the extensive knowledge and uJOrJerrcu of 

http:satrv.co


theaq-spacialstsrather--than.relyingon.ha..standard manufLcturer. recommended __ 

spares list i& expucted to minimize the accumulatu:, of an inventory of ob
solete and/or unusable parts. Finally using this procedure, rathnr than a 

iyntem whereby parts would be ordered on an as-needed basis will altio. isuturt
 
that dLsbursoment under the loan amendment is completed within itLbre'-year
 
pvriod.
 

1). iMiAt4 Ability to Carry Out Amended Project
 

1. Organization of EHA
 

The IHA headquarters is in Addis Ababa. Its facilitits include all 
atdinistr;ition building, wairehouse, component rebuild shop, materials testing 
laborato-iti,. training ceinter with equipment repair facilities at nearby Alea " 
-ena. V1'1-' operations are carried out throe61, nine district centers, each 
with it own .drainitrative office; and equipment maintcnance :;hops, district 
mai nteniin v vn,;ineer, district warehouse and waruniotsc supervision and district
 
cquipment -;,iperintendent, all under a district manager. CEA presently has
 
anproxivuttly 9312 employees, including 5578 regular employees and 3734 day
 
laborers.
 

From itt. inception in 1951 until mid-1963, the manaj,,kiiint .i.d 
cn~inring htnif of EllA were assisted by the U.S. Bureau ou Puhliv ),.dtd tindt t 
o World Rank-financed management contract. In 1963, E A ruina vwunt wa o '11,!w 
by Fthloplant, with support from foreign managerial Aoid terhncul ilv0.(O,... 

Lthiopianization of EllA's stiff is continuing, with the n;;mbvr of 11r11,i'l 
advisort, now totalling 13, including 12 technicians provlded by A.I.U. I , 
cing and 1 provided by the WOrld Bank. It is now anticipatcd tthat t}1 All
financed equipment rupair technicians (under A.I.D.'s loan for Hii .p.y 
munt and Repair Facilities) will be phased out by mid 1975. At t),csame time, 
it i£ underutooe that the World Bank will be phasing in technicians to assidt 
inthe continuation of equipment maintenance and equipment operations, as port
 

of the Sixth Highway Program.
 

In 1966, the organization ind adminiatrat 'iof VILA wai evaluated
 
by a U,!. mntmiiement conalting firm, Public Administration ScrvciC (PAS), with 
World 1anl fiinanolng.. The PAS contr.act was extended onde, the r'otLh Highvay 
Proglrant ot th rvqu.'at of E1lA to aoutist in carrying out PA:; rottiet.daLI, 
.or orl;aot it.onal ciogon derigned to In.reatc EHlA's i.dministrrlon iA 4,,%o, 
t i oi-i l ,tl'h i. '" PASi have lmtn awoittat, ilthoughH I'i recomwndotUionr gvneralkl 
c-L.t it .Init IOk 1'Itati1n diffIcultien particularj y i', thy Fquipmclt and "Jury .4.A 

to, o the PAS ond-*-k ji)ini. .'tted iii further extenalon of contract t3 June 17, 
th' jtovhiion of tw tutemician tunder thi. EHA crcdit for thi' iEth 111ghway 
I'l'ouromr. While lankini .;omve further recoendut:oniu for adtilntstratLvu ano 
-.'pvrst ionla i.iiovem'lit, the Harris Study, in its 197; review of IVA, cMInLcIed 
tOat "thu p~r'cnLtorginization structure is basically mound ano,( yee
,clapbls
 
providinj-. ircction for the highway proyram of Ethiopia". 
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Road maintenance is performed by the District Organizat ton of
 
the Operattotii Division, under the overall supervision of the Chief of.
 
Operations, assisted by a.maintenance staff engineer. The M~intvniince
 
lranch uupurvisos the work of the nine districts, eacha ifuici i "
 
divided into several sections. Each section is responsibl Cfor tiaLs
 
maintenance of an average of 150 km of asphalt and 120 Vmrof fravw2 rcaid.
 

The Harris Study, having been generally accepted by the El1A, .
 

forms the basis for the current five-year maintenance program for rhk.
 
-Ethiopian highway system. As such, it provides the MIA wlti a detec,,o
 

ation ofadminibtraLiv6, operational,and resource reqiirtAnts nccdtic
 
to perform routine and periodic maintonancens veil as rohabilit,tio
of seriously deteriorated road sections. V'urthor, the EHA hat; 4j.l'c'A+
 
in conjunction with negotiations for the IDA Fifth Itihvay Cr'dslitrt t
 
plcment the recommendutions nf the Study. With rntipect tu the Opor.. i
 
Division and the District Off ices, tho.u iacluded recomnivwntonv I P,+
 
(.) improving lino/staf authority betwecn the Operation6 Divitiim.ii,,:
 
the District Engineerg, (it)placing of profosaional ujnjnuer* in AibbiLit".
 
Diotrict Engineer positions, and (III) " iun-nh~-'
of "rvation 

trictu" in those large dimtrictsihore one or more or thtis uniLti '4'
 
justified in remote locationi. At thu EHA's requoutithe IDA cri.
 

.t4also providing two oxperzis to autlit In the Improvovwnt of r,;i 
Lten.ne orgaenzation, operatlonh and techniques and in tow i,1g.-,.C,
 
or the recommendaicons of the Harris Study.
 

. i .ntenance N Iations 

Puraiiunt L , recommondations made by PAS iti 1970, irevio.&Ay .i,
 

msnted responsbilttivo for oquipment maonattno t and minLenattnW hiivt
 
b..,.. :onsoiidatae under the Supply and Equipmcnt Division of iiA, 1a
 
addition, a number of other actiona wcre taken to upgrad,& ind ,
 
thQ manngemont r ,d offtctiveness of the Suplly and Eqijwnwot iij...
 
NrludInt, the followinrl meatur0.i (I) jivelopment () 'rwi s k.,iy ,
 
prucedura mintiu~n (Li) devolopment ud attiting ztstinlnrdtl 4i', dji 1villit 
an+rd Itis braocl¢lici, (1,)esbtabltmont of polli,;+-inkf riandard; ')r,

of robitilL colzp+tints, (iv)employuent of a hijhlY tSuwitl d (rt Kij
 
t%" 4 iLt r Libe !+ew viiotn, ( ) a .gnn t an ELh ian i i.
 ln .: 

iiorvi- .10 oipAt.-,tate 

.iild. (v) it.i&i1tnient .,. expatri:.te All-finncod tochnliclalns tO 1+ ,It
 

, and mprovtny, aquipmnt a ntenanti. Thic ittvr
 
Incoii t4- d r Ltio A.. .0 lonn for llligh~vy Etulpmc:n and kvpn r iia, tt: 

Si;,inver to • st liu dorbtudy" Lo the Chief c . 

o foor h o eo..f +-+::.+ l il l , + !,!loi twt ded f u l ls o od L00 14 pa rt nr,, i+ t , - : 

iititit-d i, 1971 I.14 hi, produced hi,' 7:i :tA14"! 1 p'i + 

4hot i0j u~lL 1bUrMa~vr therv arv u _ At ' i''
~irr /s :' li* A. 

1I'. Ttith licl :a r bil pac I iot, rs " ,:r 

I +
'7 +:L+ :+: : ++ j'4:;:::: +%+ : "= +; +. < ~ ++++ ", " < : :+--" + + :<'+:'; :+: ::: ' : 'a :' :i.: ,"I': q " ' : + 

i: " ,
';! :+::i ;+ + +> + , : '. 7! +: : ::: :+! ;+::' 7+ : .' : i:L : i¢ -:: :_,:' '!: :': +--.'',':'< .I.,;: ,!':.'] +-:+;? 
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CA M> 'ii"- Ia-liPa -te 

th, -onwt p. ~ it tilsopy "Pe -a-te -' 
mbchnnica at Dlatrict Shops. Primaurtly aw A reut f lIt1,tchnh'>-; 

reduced Sr4,r 71j aeiiorvcinputi.the avcragje deadline percentane hub, boen 
for the ov..rAl EMA equipment fleet, atn accupia)hlt' hevvAto 25 pe.rcent

by most industry standards. 

EMA now has nine district shops und a component rcbtiild uhonaill"
 
of which iirc not.ated In new or remodetc4d buldngs, with i olep

in& 80 percbt or Creator new shop or conponent robuild equipmenr tr' pat 

vided under the 1IE)XF loan. With thentav tow4tfas p1u t t .. .chnitcit 

the U.S. equivment ,opoctallati, t.it;owv*avse1*tanco support provided by 
av"-4ge capability exists at EA for mainteii.tice and repair of thi 

ment to be purchased under thi% loan amendment. 

TIT. Economic ArdlY~a 

thio Sixth IV.hway llrogra%, tht,
In i-tt preliminary appraisal Cor 
World i1uii concluded that the proctvrement of highway aintvnanco ,.dp

ment shwed tho highcst priority amonri the various componenti, of thi 

project. The 1 snk analysis, using datw developed by the i4irrti. ?tiiirv, 
from th follovwit1 .asICYis considered rta-onabla, and at Is appur§,n 

Proposd acndmvnt.provides adequate economic justlficatien for theu 


Becnuce the purchase of maintennce oquipmcat represents an1 ionalit . ....
 
Aof the oquzfl.4at
impruvud road saintennnce, the economic bnefit 

aOre vitwe in turn#, of the be itts atri$titable to rtad cA.ntct.i.
 
Is tru
The nalntenance effort st;urikaid by the lHarrit Study he nmum cc+rr 

thor origin .t.sndardh and tht, jilo
for prutterving conutructed roads at 

vta.ty anti CoLrt.
vialoa of no more than average standards of conditton 

Theprmay bnfi to be gained from road awil itviance sir 44 41 
i I.,$ Ni i ,ini veh clv upiuratt4n €ortt for existtri gnd prjoleteLro: 

uA#'oetud to gro, at 4n vastuted avcrj * if 6..j tIvreut V., 
10 percent, dopanding upon the earticul+tor roa4 

ti trim 2 pvrcent to 
trot'ictlnl orulginAl capital invoutsfient And iit.. •tiCvton Invnlv,id impact).44 4nv~rommwntL++dv~erNe 

+or At(4 +4f 4T- qu.uintiry ,tnmtt, operating costs vore u timted! 

f04,i! m i to orot), . opeitinrl totthie ,*v I of msl.1oIaflck Input. : m 

noP 

4ro ow 'In An,,Ox b.o: c4to with opt tciia mtnton.nc# ore 

JO ioltvr coiotn~wro crPsred with thal# *xpoCted with improved maIA-

Initial1
tonAnce folloving tho ava0elaility 1 mdditicin4 aquipmant, units. 
rohabiltation to origim, standardii'produco a considerable 

A without the uqaaipwrt nnd Mooed onWi rcis' toad ct&iition Inventory and 
amt tiss besuatiOftfu thor deterloratIon of the network.

increasitig 
:!:Y <+ + el!? A>+;l;i+ +
* A,''-. 

. + + ' +' A 

+ + + + ; . . .... ~ + ++++ 
; "+ : '++++: ::+ +; ' + + " : ' " A. . 

+ + + + + +
+Y Y :+ :
A '''A+i + :: + 
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The equipment
* 	recommended methods for various maintenance functions. 

be financed under this loan is based on these recommendations con*to 


tained in the Harris "Road M~aintenance Study" final report.
 

NV. Financial Analysis
 

* A. Total Requirement
 

Total capital requirements for carrying out a mnaintenance portioni
 

of the Fifth Highway Program which would be consistent with 0.- five-yeair
 

program recommended by the Harris Study are estimated as fol.lows: (See
 

Section B below and Annex A for details)
 

Equipment on order:
 

A.t.1). Loan 	 $ 2,500,000 
U.K. 	 1,200,000
 

Equipment~ to be purchased: 

A..D. Loan Amendment $ 6,800,000
 
GOE Budget 2,000,000
 

00
West Germzany 	 4,500,0.L

.33.3v: I : : • - i•i . - 17 : :i .:< :'3 •!• : /:' " ! •% •> - ( ' ',: • m¢ """ 

. " - :- ?!: .::> W- . , ,", . ,i ,•:' , , , : o :. j''.t •'' o 7 

! .: i 	 ; • t :•:..= . -: '1OTAL: :/ : 	 :i ',:.i! i! "<7: : t, :,W-ii:i7 ' .. "; $17,000,000%:- ... :::; . 'i - :•. . 

Rt:.urrert expenditurea for the five-year Hainr i. pr yliin ve 
estimatcd at $70.3 million for maintenance and $16.0 :ii11icir for rc~h,.b

total of ',"6.3 mili.on. N(nlt,illtation bas,' or, 1972 prices for a 

ha8 beeni made 'oadjust these figurea to 1974 prices whPi-, gtiven rt,,
 

ratet. of infl.-iton and price increabes, would ma~ke them v~onsi;1~14" "~
 
tdIw.Aftrer ex:~ing hi.,turical ERA maintenance cjwndtr_, oo; 

Ohsolure "111d ac iu psrcontage of total govcrnment btidget;, and ttzkla .& 

(co'Srrirtion tn ivtiibility oft projectec. road user rvvenuek, th!; 
Study conclo-lod th.it theire should be no Internal eeno riiO" LL 'rjf JJ' 
reorrtu i d~~ lvelr, of thky order of ma?,nitude POJeCt%.( fi)x' t 1'01 
year j r,;ram. th fiiLc~iliLy of financing rnay h1 c',hi'~ "IM;Xpen 
oy thc wr C4 L I ioel of rvquirementts, the concititd1-- riarcht, y i 

11Ue . 
utior rvNtetwisuid (b) thet GOE's continuied comiittmont belhtf in *f 

~ w~trcd t rviuiin Valid, giveni (a) corrusanitoinct 

Twl,.r ittroat i, donorii Lo carry out the maiiitenniic VW~Ir.!F 

1;. A, I' 0.±2l(d 

11- prope~t-od annnbonvo iill permit utl~zLilif ''t.

tire of O tos. lo$w urnI tq of mtitcnant.L I1u .ur.this 

Iuitb~it e t for bid evaluit. Ion and conb reuoi,.j~, 
ILd tvrmiiWt Ir 

:; 

• 4, 

" , ; 



No. of Units Estimated PAS Total Price
Item** 
- Unit Price 

50,000 100,00C
2
Grader 

57,000 2,679,00C.
47
Loader 


6 110,000 660,000

Tractor 


45,000 180,000

Asphal Truck 4 


15,000 60,000

Conveyor 4 


80,000 320,000

Aid Compressor 4 


300,000 .300,00
C&S Plant 1 


80,000 LiOj OP
Truck-Tractor 8 4,939.,000 

4 90
Shipping and 
 988,000

Insurance (20%) 


550,0(,0

Spare parts (1i%) (acquisition cost) 


323,000
Contingency 

6,800,000
TOTAL 


are ba!;t d on cirrLtr, 1974 prices
The unit prices used in the above table 

oe firm or(u,; In 
adj. .e for escalation between now and the placemint 


most cases, the unit prices used reflect information turnishcd by equip

ment dealers, AID/W and recent bidding experience in the 
Sudan and-Ethiopia.
 

the type
Escalation factors usually vary from 5 to 15 percent depending 

on 


of equipment involved.
 

In the event the final cost of the above list exceeds 
the fixed
 

loan funds available, a downward adjustment will bL rerquirud

amount of 


non-AID f inanclnF, i.n., not a,, .I 
in the number of units purchased if other 


list of equipment included IrTth,.
able. Furthur, while this will be the 

been evaliiatcd, adjuitfi,."
IFB, it is expected that once bid results have 

of units to be Curchw.ed. may be required in the actual numbers 

C oorrwur Contribution 

pF1or purpo.eCb (if this amendment, thti requiremwnt ftr a ho "' wi 

inland transportatioii chnr',,.., ,kIi4
in odditio. to coveraga of taxes and 

piiT~ci alty to th! A.L.D. equipment purcha.'es, L- conuidered to hv .
 

of recurrent maintenaece uxpuntdi.,,rL: f .t

fltd by t1C GOE'S funding 


($2.0 million), as wi. .i,

above) it,, (nding of equipment purchases 

. 
sizcal-Lo irvet;t, nt In existing maintennncc piant and equipmen:, '," .
 

of ...
Ce;tinatj. Lotbe on tha-order of $22 million as 1973. .. 
,rieaL::

thi.n I0a of th., FAM was onaited subsequent to ,he original autho 


,)t thls loath, it unn neverthcloss be readily demonstrated that the GOE's
 

~ are provided in Ar.i,S j pccif icat ions 

http:Curchw.ed
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------ considerably 	 t--*o f-thcont-ibution -is -n -xces-of -25--porc'en 

capital and recurrent budget for the maintenance program,) to 1W HiipJ)or0ted.
 
by this amendment.
 

V. Other Considerations
 

* A. Impact on the U.S. Economy and Balance of Payments
 

This proposed amendment will benefit U.S. business interests and
 
the U.S. balance of payments, since all proc~urement of road maintenance
 
equipment under this loan is expected to be from the U.S.. Further benefits
 
will come from future purchases of spare parts and addition .Z'.
equipment,
 
as a result of increased ERA standardization of U.s.. equipment.
 

B. Effect on Private Enterprise
 

Although the proposed amendment will finance a public progr~in:, th.
 
pri~mary beneficiaries will be private, both in thL U.S. and In EoIia
 
The loan fundtj will be available to finance purchase, from pr1vate Ifiis,,
 
virtually al3 of which are likely to be U.S., while projcct h.~iiefltt; wilj
 
accrue principally to road upers in Ethiopia's private sector.
 

C. Environmental Impact 

:: I :: to a~t~' 
4 

.
4.: '! !':.:?i::,i(! 4i 

A large portion of maintenance on existing roads i.'Z .
 
.I:II~ i':;:i!? W ;,' ' - 4* j *iliii4 * , -4 ;';'per drainage and prevent loss of road surface and embankment Lhrut.)gi cr0

* 	sian, The unprote.cted surfaces continually exposed on unstirfaced road,
ar, subject to crosion, especially on steep grades and 6ide hills. Maln
teiiance, [t properly accomplished, preventfb or roduces ,ucl. erc,Arn Lind 
protects thtL ;ido ditchcs by cleaning where -nocus.Zjary or providing chekk 
damin and pav ,np, to prevent the alteration of -he road cros , sect'ion. 
fore, proper ruitd maintenance has a positivo impact on CL-e onviror.l',f 
lack of m~ainten1,11CC! Lan have an extremely detrI1raetnUti k'ifuC.- C1 ,C
vi,,onmtent, especially in soils such as thobe encountere& ir,Etfiopi.,a wi i;. 
have been oroding, for centuries. 

VI. r,1 0mlen 


Aq ir, thi- ca;-c of the "LMergenry" read equipn( ot (- I ()..ii )r
 
orI 4 thW:i Aoan, irocUrement for the proposed amc.tAdm .,t wil i , I
 

spnib-I'1ity (). ;hA's own ilrocurement Branch. lP$'s o~no aiwoir. *, 

!otioJect to pr~o4 A.I.). approval.
 

t'hL projecredi ,4chedule fo~r authorization and nplenmenrtL6*,in lb a, 

*Au~huiizatlon ol Loan Amendment Ncvle bcn
 
CBD)Advertisement r >
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A1). Approval tj BH Dov'iiientii hI fl)evIh 19 /4 
1,xo(,ution oF Loan Agreement Ductt0rnr 1974 
[sst;,mce of IFB ,rnuz ry 1975 
Sutsfaction of Conditions Precedent January 1975
 
Award of Bids A,?ria .975
 
Dclivery of Equipment June J.u.7. .. 
10i
 
Terminal Disbursement Date Januiary 1976
 

VII. Evaluation 

An annual ovaluatLon will be prepared during the imp.Irumentation tdts
 
of and report
. this! )rojeUt a final evaluatiun will be mzadeat tn. 
proiect is .!1osud out. The project will be evaluated ir, tzin o± botri rne 
(!quJpm -t ilput and the EHA maintenance program. Indicators will l devo]op 
ed tu ,.easurvprogress of arrival of equipmenz on site, uttlilzncJon of 
equipmnit, i.lintenance and repair of equipment, mileti or road reh1abif4,Lt t 

$nU Inte~iMVnat ion of che Harris Study recommerdatiois. v;iJ.]at i.on ¢'% zhe 
EA rnt.a nrt, 'tc program will require coordinntion rnaun;' t', !. ,t,raif d,, -. 

rmklnp ,ontrlbit.nnn t.o the highway program in genurnl it ui te iii i, 
In port It thls respect It is thait ,,: ,Ic¢itr. experted .v i,)k, , 
lar ,oHt donor, wiLl play a major role in evahtat:lot-., 

3:3
 

3; )i '' 3 
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ANNE~X A 

EQUIPHiNT TO BE PURCHASED UNDER AID LOAN AMENDMENT
 

./F.A.S. Pric., Tota Pr!co 

No. Item Qty. Each U.S. $ -_ .. 

Grader, 125 H.P. 	 2 50,000 100,000
 

2. 	 Front end loader track or
 
47 57,000 2,679,.(:(
wheel 1 - 3 cu. yd. 


3. Tractor, Crawler, 180 H.P. 	 6 110,000
 

4. Asphalt Distributor 	 4 45,000
 

5. Conveyor, Belt, Motor Drivers 4 15,000 Oh
 

6. 	 Air Compressor, 600 CFM
 
4 80,000 ,.0 .
w/Track Drill 


* 	7. Crushing and Screening Plant
 

225 T.P.H. 1 300,000 30
 

8 '40,uG"8. Truck Tractor w/50 Ton Lowboy 

Sub-Total 4,93"., 

9 .......9. 	 Shipping and Insurance @ 20% 

Sub-ToLr'j 5,927,
 

i0. Sparc Parts 0 App. 11% Equipment
 
Acquisition Cost

Sub-TotaU 6
 

,,
- 1. Conting~ency, 

I/ FA.S. pri, p1vr unit of oquipment has built in escalation
 
rk t. factorAto Narch, 1975.
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ANNEX B 
TABLE 1 

ROAD INVENTORY 1965-1974
 
(Kin)
 

Total All-
Dry- Weather P-,c.i+ 

Weather and Dry-Weot -...
Fiscal All-Weather Roads Servic 

Year Asphalt Gravel/ Roads2/ Total Trails .....
 

5,461 17,539 23,,r}r
1965 1,455 3,869 	 137 


451 5,755 17,245
1966 	 1,526 3,778 


657 6,782 16,218 23, ''
 1967 	 1,868 4,257 


1,875 4,666 626 7,i67 15,333 23,C1',
1968 


1969 1,942 4,805 	 626 7,373 15,627
 

7,578 15,422
1970 2,009 4,943 	 626 


626 8,045 14,955 2
1971 2,078 5,341 


452 b,130 14,870 23,00"
1972 	 2,204 5,474 


1973 2,481 5,268 	 556 8,305 1
 

856 14,325
1974 	 2,897 4,922 8,675 


I/surf'.ced with Criisiaed Stoae.
 

-i slrfaitd wiLh Select Kiteilal.
 

~ot~, ' 	 i .j. iiirriH lIc. Comultants, and Highway Atdhurit

k'I'ilLv propartdii by iBRD Staff)
 

+ , i :. : • : i : 



ANNEX B 
TABLE 2 

VEHICLE FLEET, FY 1968-1973 

Fiscal 

Year 

1968 

1969 

1970 

1971 

1972 

1973. 

Cars 

30,200 

33,500 

34,500 

36,000 

38,000 

41,000 

Buses 

2,535 

2,730 

2,900 

2,975 

3,240 

3,400 

Trucks 

2,450 

2,750 

3,000 

3,350 

3,800 

4,250 

Pick-ups 

1,920 

2,200 

2,430 

2,660 

2,820 

3,000 

Trailers 

1,770 

1,780 

1,800 

1,830 

1,920 

2,00,, 

Tht.. 

38,0Th 

42,9ht' 

4-_7Y 

Average 
Annual 
Growth 

1968/7J 

1972/73 

6.3 

7.9 

6.0 

4.9 

11.6 

11.8 

9.3 

6.4 

2.5 

4.2 

Source: Plmninp Commiwwln Office, Ministry of Planrin6 
(Tablv.prepared by IBRD Staff) 



ANNEX B 
TABLE 3 

ECONOMIC VEHICLE OPERATING COSTS 
(Ethiopian Cents/km) 

Pnved Road 

Flat 

Rolling 

Mountainous 

Truck/Trailer 

48.92 

83.16 

97.84 

Truck 

27.85 

41.78 

51.52 

Ius 

33.62 

50.43 

62.20 

C!,r 

9.81 

10,7'i 

11.77 

Gravel Road 

Flat 

Rolling 

Mountainous 

62.55 

106.33 

125.10 

35.42 

53.13 

65.53 

42.89 

64.34 

79.35 

_3 

Earth Road 

Flat 

Rolling 

MounLaLourp 

84.31 

143.32 

168.62 

47.49 

71.24 

87.86 

51'1 U 

85.65 

105.64 

Source: 1I4) Apprnltial Mission, based on "Road Maiant rrncc . 

No value hab buon assigned to non comiorcial drivers nr, 

patL cn$OL' time. (Table prepared by TBRD Staff). 



ANNEX It
 
TABLE 4
 

MAINTENANCE COSTS AND BENEFITS
 

Capital Increased Recurrent User
 

Benefit s 
Cost Maintenance Costs
FY 


1976 23,770
 

3,746
800
1977 


7,492
820
1978 


8,069
365
1919 


8,690
388
19bO 


9,359
410
.981 


10,080
438
1982 


10,856
466
1983 


11,692
495
1984 


24.5.ERnBas ic 
1 / 
 .1.57
With shadow exchange ratel


16.5%
+ 10% costs - 15% benefits 


11. 37
YfB 

Source: Table prepared by IBRD Staff. 



Annex C 

AM Loan No 663-H-023 
Capital Assistance Paper No AM/nwC/P. 
Project No 663-22-311-177 

CAPITAL ASSISTANC WAN AUT'HORIZATION AME4rK'r 

for 

Ethiopia - Fifth Highway Progam 

Pu. -,iOt, to tho authority vestc-d in the Administrator o2e the Agenc 
for nLernational Development by tho Foreign Assiatance Act of 1961, 
.4 cLnonded, and the delegations of authority issuod hureunder, I 
horeby amond the Capital Assistance Loan Authorization, dated June 
23, 1972, for the subject pDoject, as follows; 

1. by deleting the last tour lines in the first 
sentence of the said Authorization and substituting
 
the following in lieu thereot:
 

"t'inanoing foreign exchange costs of til proc'remnt 
ol' road maintenance and of enginnoritn ioryvieeu in 
ruard to the procurement of spare partu and 
construction services to improve three primary roads"; 
and
 

. y dleting the words "from Ethlo 4* ,lA" wt,rm tf,
 
ppear in sub-pararaph 3(a) of tho saia Auhorixtzio,.
 

li- tl cithk'r roopeotap'the said Au~horisa'Llorl I.,. torvoy r:~~ 

N j 

iN,,_ .. .. . . .2 ,N-. 

0 -. I, t. 



ivflflor forro Finance
 
?1inI.tiy of Finance
 
(Overr'fflttft of Ethiopia
 
Addpi Ababa, Ethiopia 

Dear Mr Ministers 

Subject: 	 A.Z.D. Loan No 663-..03 
Fifth Highway Projecot
Illmntation totter No3 

TiO OLetr hi intended to facilitate the prourement of 
;tmil1tional road x~intenre e quipment A3 provided for by the 
FIrat Amendment to the Loan Agreemnt. Nothing in thin lotter 
ana !to attachments alters the ,;cope of the Loan Agruaent, 43 
tmo4v@d or the terms of the seOifio sections of t+h Loan 

Agreownt a amendod that are referred to or uxp1lanpo In thin 
r,-munioatlon. 

i. ~CMI(DIZN PRECEBWTO-DTS&B 0?LOAN 1R1MEIr. 
Booavuo 
 this Amendment represents a major cha,, In U.u 

purpout, for which remining loan fund- are to bo u ddi a rn' o 
1r,1 c'pnion will be required in aot jrdatic, w.t.h Saotio, .%; 

ofu4- Aretnmwn. Attachrant AO Oulds, 1.r al,~ 3pi-1"
•- 1W"Ai. Is provided for asLoatm-no Mi prapourlng the opinios. 
Plctiw that under Section 4(b) the teratrlr daw for tho 
_,It. irtto of this condition to sixV (Go) dayd from Lft dat'i 
o, U.4 Aiwndmnt. 

ignls orl,
ia a*: that under the orig dL AilA* rdlmj
14,Np 41i"Ady been cowIitted 	and/or disburafel fr, ,, 1tf

* rzrhats~ and for engineering aorvioen. 111tn MM14 to tt.41~ 
lo (wfiaAr rMcogniad that additional 8trm my be,.

* ksrwo -con with the termintion of the Marrip~Lri for tp t 
Id t ~ ~ t,,4,m1 -4 t V ~1 1ifIM1 P P5sJpdrision~f4 r n lorm*0aontit . i .v.W m "'vsIly,++ : = *,t. 'I& + + .. 

MtA
+4

w"li 	 mIaunt availab,o for tihs p o ,5 

+ 

44,. ~ 	 I 

1 



22~22 

aditora road2mantnc eqimn a rvdd o ne 

this Aodmn wil be $6.80,00, les th aount disbursed 

in2 conctowit sevie redee by lint-r 

11.t
2 

~. PRCRMN OF EQIMETAD-EVIE" 

oa rcrpn fadtoaroad maintenance equipmentasrode o'Ue' 

thsAdetwill bp $6,80,000tos the eamepoeursaounthdinbre 

Se c ion w t serVIofIpesmenderedn byttar'No . AtahetB 

a.rPrcureptoften ofqadietoa. odmitnac qimn 

b. Inconnection with Section 5.06 of the Amendment, 

A.I.D. at present does not require submission for its approval 

of'any bid documentap plans, schedules, contracts# otc., whicri * 

will not be financed under the loan. A.I.D., however, mriy .. . 

A roquo.ia from tinqe to time that copies of cortnin surjh docuinent.,i 

be submit-ted for informational purposes. 

For hll goods sand services financed under the Loan, A.I.D.2 
1110qilro. that It be furnished for advance approvnlo (All rolevant 

pir., -wthvdule**, bid documents and proposed cont~rbaLa, 

I i1. iO-,PO1VINO ff8UIREKWTS 

W)I h Ltu exception of monthly progroso repor-.so otho+^ 

2Ojnotvly progress and quarterly shipping roports), w~l1 

V.OVtUMtaW PROCEURE8 AND DOCU?0TATTON 2 

Trn addition to disbur'aeuet dooLawnta presently o~ltzei~ 

S A.ID1 fl nni4patas the issuance, of one or moi-~ it r' of 01 mOmt- 22 

moolIto in, financin the: fordAig4 AOichang'e ad,.n fi rr1,'eu 
oClmn as providedr~ fo u~lr 2t'm. . 
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Lettor of Commitment Procedures, which rerna n unchanged4 

from the original loan, are described in Attachment C. 

K 

V. CORRESPONDNCE 

All)documentation, reports and correspondence concerning 

this loan should be forwarded to the A.I.D. East Africa 

Regional Economic Development Services Off ice (1REDSO/EA) 

through our A.I.D. Mission :in Addis Ababa, with two copies 

provided for REDSO/EA and one for our A.I.D. Mission. 

1 
14-

'C 

4 

,.-

i 

/ 

' 

U 

> 5 

!' 

-: 

> i b 

';x 

VI. BOR01ROWER'S REPRESETATDIVES 
It Is pointed out for your convenienco that Section 8.02 

oiP thec Loin Agreement requires the Borrower to notify A.I.D. 

In~ writing of any change inthe identity of the B~orrower'sa 

pi-imary representative, the Minister for Finance, or of any 

,,hnngo in other representatives de~ignated by the Minister. 

Specimen signatures of any new representative., fro hlso 

required. 

,v,' :- , :i 7 : " ,> i i;' ,, '/ , ?L ;; . / :. ,;1, ..-. ; '": : , ,::!,,;; ' . ~! 
i ' , ,-< L :L ? : / . . . < , . .. : .' > " -, v;". : . , . .. ; . . .,, . . . . . . . . 

- vi ' ; , !..• • : / - / L , . - , ,. - - / ; • ;:: x ! - - : . : - -; , ! •' 

i- -, - -: ,- .r :_ . :,, . " '. ¢? U ' - , '" , -; -/ , { : : ., ; : ' L :"C / :b " " . ' ':W 

: 

; 

;.!::C:... ' 

Wo wILl bu pleased to discuss with you or your reprei~enLhaJV(i. 

any bapct of the proJect,. or any matters r'eiat~ng to Lhis 

letter or the attachment hereto.':"" " -- 1''.h~I: ' 1,,D IIC 4 #1C'gio:Lr! Adi A ar> C p Ct., CWOi 4joo te 

:;:r = 

?"'.. ! :;' 

All I'te 
tis''dndotfryu 

L a -g e n~ 
,a 

'I? 

eq 

Sincerely yours
ovnec 

l~ .h B r o'A C... 
the4identity Of 

Iha -eto 8,0 

noify .. ..A.I.D.,J 
AheBorrower's 

94f 

Ed~war'd B. Hogan 
Director 
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FIRST AMENDMENT
 

The Loan Agreement dated the 31st day of January, 1972,
 

between the Government of Ethiopia ("Borrower") and the United
 

States of America, acting through the AGENCY FOR INTERNATIONAL
 

DEVELOPMENT ("AI.D.") is hereby amended as follows:
 

1. Sections 1.01, 1.02, 1.03 and 1.04 are deleted in
 

their entircty and the following new Section 1.01, 1.02 and
 

1.03 aro substituted in lieu thereof:
 

"SECTION 1.01 - The Loan. A.I.D. agrees to lend to the
 

Borrower pursuant to the Foreign Assistance Action of 1961, as 

amended, an amount not to exceed Nine Million Three Hundred 

Thouoand United States Dollars (US$9,300,000) ("Loan") to assist 

the Borrower in carrying out the Project referred to in Section
 

1.02 ("Project"). The Loan shall be used exclusively to finance
 

the foreign exchange costs of goods and services required for
 

the Project ("Foreign Exchange Costs"). The aggregate amount oi'
 

disbur .tsrrIt under the Loan is hereinafter referred to as
 

"Pr.; no tp:1l ",
 

v":'ION 1.02 - The Project. The Project to be financed by 

t:h.:h orvowvr ,and A.I.D. consists of the procurement and effective 

ti' i1iat Ln of road maintenance -tiipment for the Dorrower' 

Hl~uiway Authority, together with certain enginr.n-ing servirc., 

10~Procjo,itL and the goods and services to b+, provided in oonnuca.; 
4 w'orj 1, atri'' 

iorvto, which my be modified in writing and by Implementation~ 

t,~tiai; eferred to in Section 8.03. 

tfIvv,.awith Are moro fully described In Anncex A, iovl..
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"SECTION 1.03 -Borower's Contrubution. The Borrower 

shall provide promptly as needed, all funds, in addition to the 

Loan, and all other resources needed for the punctual and 

effective implementation1 operation and mainteiiance of the 

Project." 

2. Section 2.03 is deleted in its entirety and the
 

following is substituted in lieu thereof:
 

"SECTION 2.03 - Application, Currency and Place of Payment. 

All payments of interest and principal hereunder shall be made in 

United States dollars and shall be applied first to the payment 

ot' int rvest due and then to the repayment of Principal. Except 

au A.I.D. may otherwis', specify in writing, all such payments 

zhall be made to the Office of Financial Management, Agency for 

International Development, Washington D.C., 20523, U.S.A., and
 

shall be deemed paid when received by the Office of Financial
 

Management.
 

3. Section 3.02 is deleted in its entirety. 

4. Prior to any disbursement under the Loan subseqent to 

Uliio P'ir:t Arnendment, other than disbursements of fund., for which 

A.I.D. has issued commitment documents or other disbursing 

;luthorizations prior to this First Amendment, the Borrower bhall, 

(-.x,!pt :u,; A.I.D. may otherwise agree in writing, furnish to A.I.D. 

Ini',t-m :m.i substance satisfactory to A.I.D. : 

[n. An opinion of the Borrower's Minister for Justice or of 

).Ui ', counsel satisfbotory to A.I.D. that thin First Amendment ha

hon aiuly auLhorizod or ratified by, and oxecuted on behalf of, tne 

. or and constitutes a valid and'Jomw binding oblIgaion oflegally 

tho florrow~r inaccordance with all of its torms;
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b. Such other documents as A.I.D. may reasonably request.
 

Except as A.I.D. may otherwise agree in writing, if the
 
conditions specified above are not satisfied within sixty (60)
 
days from the date of this Amendment, A.I.D. may at any time
 
thereafter terminate this Amendment by giving written notice to
 
the Borrower. In the event of any termination under this para
graph, the Loan Agreement dated January 31, 1973, shall remain 
in full force and effect, except that in such event A.I.D. shall 
not be obligated to disburse any Loan funds for which it has not
 
theretofore issued commitment documents or other disbursement
 

authorizations.
 

A.I.D. shall notify the Borrower upon determination by A.I.D.
 
when the conditions precedent to disbursement described above have 

buen satisfied.
 

5. Section 4.01 (a) is deleted in its entirety and the
 
following now Section 4.O 
(a) is substituted in lieu thereof:
 

"(a) The Borrower shall cawy' out the Project with due
 
diligence and efficiency, and in conformity witn sound engineering,
 
road maintenance, equipment maintenance, finaricial and administrative
 

practices."
 

6. Sction 4.06 (c) is deleted in Its entirety and the 
followirk8 now Section 4.06 (c) is substituted in lieu thereof: 

"(c) Road maintenance equipmcit to be financed under the Loar.
 
!khall bc atwod only for road maintenance purposeis and not for 
ooi;-,ztiuc1,jof projects whether carried out by the Borrower's owni 
fovv;- or otherwise." 

Y, Section 5.06 iadeleted in its entirety and the following 
1,; .uhotltituted in lieu thereof: 



"SECTION 5.06 - Plans, Specifications, and ConLractn.
 

(a) Except as A.I.D. may otherwise agree in writing, the
 

Borrower shall furnish to A.I.D. promptly upon preparation, all
 

plans, specifications, procurement schedules, bid documents and
 
contracts relating to the Project, and any modificaLions therein,
 

whether or not the goods and services to which they relate are
 

finance! under the Loan.
 

(b) Except as A.I.D. me, otherwise agree in writing, all
 

of the plans, specifications and procurement schedules furnished
 

pursuant to subsection (a) above shall be approved by A.I.D. in
 

writing.
 

(c) All bid documents and documents related to the
 

solicitation of proposals relating to goods and services financed
 

under the Loan shall be approved by A.I.D. in writing prior to
 

their issuance. All plans, specifications and other documents 

relating to goods and services financed under the Loan shall be 

in terms of United State4 standards and measurements, except as 

A.I.D. may otherwise agree in writing.
 

(d) The following contracts financed under the Loan shall
 

be approved by A.I.D. in writing prior to their execution:
 

i) 	 contracts for engineering and other professional
 

services,
 

it) 	 contracts for such equipment and materials as A.I.D. 
may specify. 

In the case of any of the above contracts for services, A.I.D, 
-shallalso approve in writing the contractor and such personnel as
 

A.1.0, may specify, Material modifications in any such contract.
iir4 ohangc3 in any of such personnel shall also Lu 4pproVed oy A.I. D. 
~wvitlng priqr to their becoming effective. 



-5. 

(e) Consulting firm used by for thethe Borrower ProJe(.t, 
but not financed under the Loan, and the scope of their services, 

shall be acceptable to A.I.D.
 

8. Section 5.08 is deleted in its entirety.
 

9.. Section 6.02 is deleted in its entirety.
 

10. Section 6.05 is deleted in its entirety and the following
 

is substituted in lieu thereof:
 

"SECTION 6.05 - Terminal Date for Disbursement. Except as A.I.D.
 
may otherwise agree in writing, no Letter of Commitment, or other com
mitment documents which may be called for by another form or disburse

ment under Section 6.03, or amendment thereto, shall be issued in 
response to requests received by A.I.D. after one year. from the dia. 
of satisfaction of conditions to disbursement and no disburomoi:, ;hall 
be made against documentation received by A.I.D. or any bank described 
in Seution 6.01 after three years from the data of satisfaction of'
 
condiLions to disbursement, A.I.D., at it- option, may at any time or 
llvi; after three years from the date of satisf,,,tion of conditionn 

to disbursement reduce Loan by all any part thereofthe or for whiuh 

documontation was not received by such date." 

11. Except as specifically modified and amended hereby, the 
Loan Agreement dated January 31, 1972, shall remain in full force ant 
offot . 

IN WI4ESS WHMR0, Borrower and tho United States ol' Amcri't ry 
tiv 1nrauLhorized representatives have exocutud thic First Amndmer.' e. 

te .... - day of _ _ _ _ _ 1974. 

Sij Olovet-ranmen of Ethiopia Thnt1rd(.d ato A .... 

fly b 

Titlo:___________ 



ANNX D
 

mai nt e nance functions :----Recomended ti6d- fO~r-various 

A. 	Routine Maintenance b0 

Labor plus simple equipmento Surface patching, asphalt 


o 	Surface grading, iravel Machine
 

Labor
o Brush control, all road types 


o 	 Culvert cleaning, all typos Labor
 

Labor
o Culvert repair, all types 


o 	Primary ditch cleaning Machine (5Z by labor in flat
 

and rolling terrain; 100% by
 

labor in mountain)
 

Labor
o Secondary ditch cleaning 


u Shuldr grading, asphalt . Machine 

roads
 

o, Bridlge maintenance, all types Labor
 

all Machine
o Channel maintenance, types 

B. 	Periodic Maintenance 

. Machine plus extensive labor o Senl coating, asphalt 


Machine
o Shoulder reconstruction 


o Resurfacing grhvel roads 	 Hachine
 

C. Special Maintenance
 

o Rotaining wall repair 	 Labor
 

o Ex/ces brush soo-th, 	 Labor 

o Slide ramovil 	 Hachine and Labor 

o Flood repair 	 Machine and Labor 

*Sourem 	 P. R~. Harris, Inc.# "Road Maintonance Study )thiopia")E 

pp. 111-29-30# 



ANNEX D 

D. Supplementary Operatiops
 

o Truck Loading Machine 

o Aggregate production 
 Machine plus extensive labor
 



AINEX A - REVISION4 1 

Project Description 

9he Project consists of the provisions of goods and services
 

under A.I.D. financing and by the Borrower in order to improve road
 

maintenance in Ethiopia.
 

Including Project activities and disbursements occuring prior to 

this First Amendment, A.I.D. will provide up to $9,300,000 to assist in 

financing the foreign exchae costs of the procurement of road maintenance 

equipment, spare parts for such equipment and procurement nd commodity 

related services, as well as foreign exchange costs of engineering services 

performed prior to this First Andment and associated with the procurement 

of construction services to iqprove three primary roads. 

As part of the Project, the Sorrower will utilize the equipment 

fim=ed under the Ian for road maintenance pitrposes in a manner consistent 

with the five-year road maintenance program described in the "Road Maintenance 

Study - Ethiopia" of June 1973 prepared, by Frederick R. Harris ompany. 

In addition to equipmwnt procured under A,I.D. financing prior to the 

date of this First Amem1ment, dthin the remurtrig loan funds, A.I.D. will 

assist in financing only the foling equipment: 

1. Motor Grader 2 
2. Front 1Lnd loade- 473. Crawler Tractor 6 

* 4. Asphat Distributor-Relay Tmkr 4S. Conveyor Belt motor driven 4 
Qipros6. Aix sor 47. Crushing mid Screenin plant

8. Tfruck Tractor8 
9. Spare Parts 

10. Shipping and Insurance Cost 


