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"The only durable way of addressing the problems of declining living
standards and increasing poverty is by reversing the deterioration in
the country’s 2conomic fundamentals, which is the overall obiective 01

the Economic Recovery Frogram." IERD

Tanzania has pursued socialist economic policies since Indepentence.
Until approximately 1978, the rewards in terms of emplaoyment,
education and health services were impressive. In fact, however, the:
masked a steady deterioration of the economic infrastructure of the
country. The social gains were unsustainable as their cost far
arxceeded the country’s productive capacity. By the mid 1980°s with
the combination of fundamental, internal weaknesses compounded by
external deteric-ation of the terms of trade, the country was

insolvent and recovery efforts had to begin.

Following the lead of the IMF and World Bank, Tanzamia’s numerous
donors are now collaborating on an Economic Recovery FProgram (ERF).
Its goals are to stabilize the key macroeconomic factors (exchange
rate, budget deficit and domestic credit market) in the near-tern
(nid-1988) and achieve full economic recovery by 1792, The latter
will require rehabilitation and more efficient utilization of existing
Productive capacity. The Government of Tanzania, while not publicly
disavowing socialist principles, has’ already begun to take concreta
measures towards freeing up the economy and dismantling some of the

However, many_of the same physical and institutional constraints that
hampered growth in the Past still exist and will not disappear for
some time to come. It should be remembered that there is a large body
of Party, government, and parastatal officials who have a major
ideological and financial stake in the status quo anta. It remainsg to
be seen how much administrative power will be surrendered in favor of
market mechanisms and how far de-nationalization will be pursued. At
th= same time, donors and the Government alike realize that ERF
represents Tanzania's best chance to achisve economic solvency.
Indications are that the GOT is committed to Pursuing the ERF to the.
fullest extent possibla,

USAID/Tanzania believes improving the transport of agricul tural
commodities is the most effective way the USG can assist in the
imnediate objective of attaining eecsiicamic stabilization. Program
assistance can relieve transport bottlenecks which constrain domestic
marketing and exports now. Longer—-term investment can strengthen the
transport system to handle traffic growth, Careful attention to
sector policy coanstraints will also enable AID to contribute to
ongoing esfforts to strengthen competition and the role of private
enterprise in that sector. In the medium-term, after "stabilization"
1s attained, AID's emphasis might gradually shift to a more
traditional set of activities in agricultural producticn.



During the first saveral vyears, AID assistance should be in a
"program" mode to permit year-to-year flexibility and to minimize the
management burden on AID and the GOT. We assume that USAID's staff
will remain quite small. 1In addition, program assistance should
minimize requirements for additive counterpart funding and recurrent
Costs usually associated with "project" assistance and which Tanzania
consistently over the vYears has been unable to provide. At all costs
we should avoid adding to the "white elephants" for which Tanzania is

SO famous.

We recommend that bilateral funds be used far a commodity import
pragram (CIF) and a FL 380 program. The local currency generated from
them will be directed towards GOT investment budget shortfalls. and
Private sector credit requirements. These resources should be
augmented with SARF funds for regional transportation Projects and AIln
central and regional technical resources for activities in agricul turs
research and population plamning.

As economic rehabilitation and recovery needs are met in the 1990 s,
AID should dedicate increasing attention to requirements for long-term
growth with emphasis on agricul tural production, agricul ture research,
popul ation and tourism, all of which require long-term investment and
demand consistent recurrant costs which Tanzania cannct afford now.

¢

I STATEMENT OF

A. Econamic Decline

Not only has Tanzania Pursued a socialist economic and social

devel opment model since Independence, but it has been an intellectual
leader in the Third World in this regard. The objective has been to
achieve national unity and individual well-being through national
self-reliance. Equitable distribution of income and social benefits
has been a cornerstone of the policy. '

The policy produced the 'desired results between 1947 and 19727 when
large-scale industry, commerce and finance were nationalized. Farmers’
Cooperatives were replaced in 1974 by parastatals responsible for
collecting, processing and marketing all major export crops. 4 series
of national plans specifying investment goals and production targets
and fixing commodity prices replaced market mechanisms. Concurrently
the government embarked on an ambitious Program of import-substitution
industrialization.

éross investment rose rapidly and real GDP grew by 4.4 percent per
vear. However, physical output lagged behind investment and GDF
growth because of a rapid rise in invastment in social servicesg and

From 1977 to 1978 raal GDF growth acc2lerated to 5.5 percent per vear,.
due almost entirely, however, to rising world commnodity prices,

@spacially coffee and cotton. -



Government fiscal and monetary policy contributed to the apparent
prbsperity and to the subsequent collapse. Expenditures outstripped
ravenues: fiscal deficits mountad;: national cebt, money -supply, price
and imports all tripled during this sii-year period. The trade defici
widened, raoserves =11 and Tanzania faced a serious balarmce of
payments problem. By 1978 the Tanzanian =Conomy was becoming
insolvent and was gspecially vulnerable to ANy major shock.

Betweer 1573 and 1985 Per capita GOF fell by about 12 percent. Output
of industry zand export-orientad agriculture declined. A series of

shocks hit the economy during this period, including the second world
9il price rise, the collapse of commodity prices, severe droughts and

the Ugarndan conflict.

The crisis persistaed and despened becauss the 2Conomy did not have the
"esilience to respond to the changing markst Zonditions. Rigidities
in the administered econamic system introduced since 1947 were
aggravated by measures taken to attempt to insulate the economy from
the comnsequences of the external shocks.

By 198I foreign commercial loans were unobtainable. The international
donors wera pressing for reforms and were cutting back assistance
levels. EBecause of tre Erooke Amendment the U.S. terminated new
abligations that ysar. The Government, while still adhering to the
pPrinciples and goals of the Arusha Qeclaration, realized it had failed
to achiave its cbjectives and slowly began a process of economic
recrientation which led to the adoption in mid-1986 of the Economic
Re2covery Frogram.

E. Flans_for Economic Recoverv

1. Structural Adjustment Program {SAF)

The Government undertoolk gconomic reforms between 1982 and 1984
through a Structural Adjustment Frogram (SaF). . Currency was devalued
from TSh. 12 to TSh. 17 Per dollar: agriculture Producer prices were
Incr=sased on averags by 30 per cent: the grain purchasing monaopoly aqf
the Mational Milling Carporation was endeds crop authorities which
mandled =xport comnodities from farm gate to export sale were
dissolved: and procurement, storage and delivery of all Crops were
taken over by official cooperatives, with expart crops delivered to
marketing boards.

The SAF also invol ved reducing subsidisgs and raising controllead prices
on many agricul tural inputs and consumer goods. In addition, the
Government imposaed a freeze on Riring, consolidated sSome ministrieg by
reducing the number from 22 to 13, and dissolved several inefficient
government snterprisss. Two schemes wera introduced to ease the
foreign exchange shortage. Frivate exporting enterprises wera
Fermittsd to retain a part of their forsign gxchangs 2arrnings, as well
as to import goods using their ocwn forsign exchange held abroad.

(Thiszs latter schems has Froven ko be the most successful aspect of
Tanzania's Fecovery program to date.)



By .mid-1985 the reform movement was stalled and the implementation of
structural reform came to a virtual halt,

The policy and institutional measures adopted under the SAF were
inadequate in beth scope and intensitv. The Currency remairmed
gitramely overvalued, Incentives remained biasad against agricul ture
and sxports. The public sector remairnsd very over-extended,
Particularly in visw of 8Carcity of finmancial and'human rescurces,
Fimally, agricultural Production and exports continued to be hampered
By marksting, processing and transport inefficienciss.

2. Economic Recovery Frogram (ERF)

Juliuz Mverzre stepped down from the Fresidency in late 1983, and wag
Zucceeded by Ali Hassan Mwinyi. By mid=-1984 the foreign erchange
sttuation was despsrate, and one by one each of the Principal donors
announced it would support no new programs until the GOT put its house
in arder and came to an agreement with the IMF. The Government
initiated the Economic FRecover:y Frogram (ERF) in June 19864, in
collaboration with the World EBank and IMF. An IMF Standby Agreement
was concluded in August 1986 and a World Fank Multisector
Rehabilitation Credit in November 198&6. A Faris Club
debt-rescheduling agreement was reached in September 1986.

The sp=cific cbjectives of the ERF are to:

=~ increase the output of food and export crops by providing )
appropriate price and non-price incentives for production, improving
marketing structures, and increasing budgetary and foreign xchange
resources available to agricul tures;

= direct investment resources towards rehabilitating the physical
infrastructure of the country in support of directly productive

activities: .

=~ increase capacity utilization in industry through the allocation ot
scarce foreign exchange to priority sectors and firms: and

=~ pursue prudent fiscal, monetary and trade policies to rastore
domestic and external equilibrium, to ensure that production
incentives are not eroded and that the efficiency of rescurce
allocation is improved.

-,

To achieve these objectives, the Program envisages a number of policy
changes including:

A. Exchange and Trade Folicies

‘1) Flexible management of the sxchange rate with the
2bhjective of reaching an equilibrium rata by mid-1983.



. (2) Liberalization of the export earnings retention scheme,
including its transferability.

{(3) Substantial expansion of the list of commodities that can
be imported with "own" foreign exchange or with retained exchange.

B. Pricing Folicies
(1) Producer prices for export crops to be increased to a
level eaqual to 60 percent of world export pPrice or to provide a

minimum real increase of 5 percent per annum, whichever is greataer.

(2) Fetroleun products to be Priced so as not to involve
consumer subsidies,

. Fiscal Policies

(1) Overall budget deficit for 1986/87 to be limited to
T.Shs. 17 bhillioen (11.6 percent of estimated GDP)..

(2) Implemedtation of various new revenue measures to vyield
about T.Shs. 2.5 billion, including taxes on Petroleum products.

(3 Quarterly ceilings on averall deficit and on bank
financing, as well &s incentive targets or quarterly revenue and
elpenditures. .

D. Monetary and Credit Policies

(1) Limit net dcmesti:'credit expansion in 1984/87
(July/June) to 12 percent: with Quarterly ceilings.

(2) Place a quarterly ceiling on net bank credit to the
government.

, (3) Limit domestic bank financing to T.Shs.2.% billion per
annum.

(4) Limit Quarterly credit expansion to seven specified
marketing boards (coffee, cotton, sisal, cashewnut, tea, tobacco and
the NMC boards.)

(3) Limit broad money increase to 11 percaent.

(6) Make real interest rates Positive within two years (by
mid-1988).

E. External Indebtednass

(1) GOT not to contract or guarantee any new,
nonconcessional borrowing for more then one year and up to and
including 15 vyears. Similar borrowing by production enterprises in
the public sector to be limited to U.S. 350 million.



. (2) Reduction of existing arrears by U.S. % S50 million
betwaen July 1, 1986 to June J0, 1987. Also there should be no
accumulation of any new arrears during the pProgram period.

F. Fublic Enterprises and Farastatal Reforms
(1) Improvements in marketing of agricul tural products and
2fficiency of the parastatals. The reforms are to cover internal

grain transport, agricul tural input supply and Procurement.

(2) Governmgnt to identify selected enterprises which are
Ccrucial to the recovery of exports and Production and top present a
comprehensive reform Package to improve their operations.

The ERF envisages that the Tanzanian economy will attain positive
growth rates in per capita income, a sustainable external balance of
payments position with both higher export and import levels, an
acceptably low rate of inflation, and restored levels of physical and
social infrastructure By the end of a medium-term period of g -7

community to assist their efforts by Providing additional inflows of
&xternal resources to support the domestic policy and institutiqnal
changes described above. To the extent that the GOT does not w§\yer
from carrving out reforms and liberaiizaticn, the greater the
likelihood the dorors will assist. This assistance will ameliorate
some of the harshness associated with the belt tightening envisioned
and thus make the ERF more palatable domestically, Nevertheless, there
should be no illusions that the fundamentally socialist policy
orientation that Tanzania has followed over the Past 2 decades will be
disavowed or that the GOT will move aggressively toward market -
oriented policies.

Some observers feel that the GOT may find it increasingly difficult tg
adhere to the ERF

problems. Qur experiance over the past ye=ar has shown that the GOT
Pri:gs;cnnsansus.ﬁnﬂ_agli lcal stability gver everything elsa.
WHenever Lhey deem it necessary, government and party leaders fan out
over the countryside to garner support, and innumerable meetings are
held among the political, military and social leadership to attain
consensus. The process is very slow but to date seems to work in that
reforms when finally implemented: are accepted without opposition and
subsequent backlash.

11 DOMOR_COMMUNITY_ RESFONSE
Two meetings were held in Faris in 1986 on Tanzania’s economy and
resulted in important concrete measures being taker by the donors. In
September, the "Faris Club" reached agreement on rescheduling
Tanzania’'s debt, and earlier in June a Consultative Group pledged
additioral aid of $170 millian, raising the total annual doror
assistance to over $S00 million.



Besides the donors having renewed their interest in assisting
TaHzania, they_gLsg":hangg‘their modes and/or targets of assistance
for new activities to meet the CUFFeRt requirements of the ERF.
Discrete projects, which usually entail an immedi ate requiremaent for
Counterpart .funds and loca Management and an additional recurrent
COSt and management burden, will be deferrsed for the most part and in
the interim will be replaced by "program" assistance -- provision of
Wrgently-needed inputs and rehabilitation of existing infrastructura
to increase utilization. One recent study, however, conclides that
there is some danger that many donors are directing their new
assistance not to sSupporting the ERF but for budgetary support for
their former Projects which are not viable without continued external:

IIT 1J.3._GOYERNMENT RESFONSE

The U.S. participated in the CG in June 1984. We agreed to support

Tanzania’s reform efforts by Participating in debt rescheduling which
would remove the restriction of the Brooke Amendment, initiating some
regional activities once Brooke was lifted, and considering providing

FL-480 food.

In response ta. an urgent requast fram the GOT, a FL 480 agreement was
signed in January 1987 which pProvides 25,000 tons of wheat flour to
the National Milling Corporation. That is expected to generate
approximately TShs. 450 million which will be allocated to support the
ERF in a manner to be mutually agreed upon by AID and the GOT.

The Transfer Agreement and Letter of Understanding call for annual
consultations in July 1987 (shortly after the annual Budget speech’is
made). At the GOT's request, AID agreed to consider Tanzania’s
performance in meeting the goals of the ERF when making. decisions
regarding anv proposed future assistance (subject, of course, to the
availability of funds).

The mechanics of debt—rescheduling are underway. If successful,
detailed plainning for resumption of a modest bilateral devel opment
assistance program can begin, as well as Planning for assistance to
the transportation sector to meet Southern Africa regional needs.

E. Rationale for Additionmal U.S. Asgistance

1. Historice Relationship

The U.S. made a majaor commitment to Tanzania’'sg economic and social
devel opment beginning in the early 1960° g, Although our assistance
met with miuxed success, it represented a significant contribution to
the expansion of Tanzania’'s Physical, institutional and human
resources infrastructure. There is a considerable reservoir of good
Wwill which can cortribute to the success of future programs.
Resumption of U.=, aid would also be both a sign of sSupport for and ‘a
tangible contribation to the effort the Mwinyi government is making to
implement difficult economic reforms.



2. Scuthern Africa Strategy

Tanzania is important to the current SADCC transportation strategy.

In 1985/84, Tanzania transhipped 984,000 tons for its neighbors. 1If
South Africa’s borders were closed to the Frontline States a great
strain will pe Placed on other countries® road, rail and port
capacity. The transit cargo traffic demand could increase to 4
million tons. Under no forseeable circumstances could Tanzania handle
mare tham half of that, and &ven such an increase would reguire a
remarkable effort.

Even under normal conditions, traffic will @xpand as Southern African
@conomies expand. As the Northern Corridor opens to traffic, Malawi
alone expects to be sending an additional 255,000 tons by 1990. The
entire region would benefit from improvements to Tanzania'sg transport
sector as Tanmzarmia’s capacity to handle transit traffic efficiently
could also decrease the Frontline States- foresign Currency
transportation costs. The entire region would benefit from
improvements to Tanzania’s transport sector.

<+« Frospects for Economic Recovery and Growth

It is important to note that the ERF is clearly not a program of
grne-time measurss to fiu the economy, as was the SAF of 1982. 1t is
&an evolving program of adjustments including some very clear limits at
the macro lavel (budget deficit and credit ceilings), incremental
refaorms (exchange rate, agricul ture marketing), and measures vet to be
determined (tariffs, transport, parastatals).

Q. Macroeconomic Froblems and Measures

Success or failure of the ERF will depencd on the Government's ability
to reduce the budget deficit and to meet its international
obligations, while giving the productive sectors the access to
domestic credit and to foreign exchange needed for @conomic growth.
Therefore, the execution of its foreign exchange, fiscal and monetary
policies are the key indicators of prospects for recovery. ‘

1) Foreign E:change Froblems - Foreaign exchange availability to permit
economic growth will require continued donor Support for many years.
The gap between imports and exports is expected to remain the same in
dollar terms through 1991, al though declining in relative terms.
Imports in 198% were $972 million against exports of only $375
million. 'In 1991 imports are Projected at $1,282 million against
Hports of %674 million.

The import Projections will permit only a modest renovation of the
stock of imported capital. The Projected export trend hopefully will
be attained if new price and marketing stimuli continue to expand
output of export Crops as they did in 1986, However, because of the
vagaries of weather and the instability of commodity prices, the value
of exports is likely to exhibit large year-to-year fluctuations.

AS an interim measure, until equilibrium in the exchange rate is



attained, the foreign exchange allocation system will be changed to
rewarding efficient and high value-added enterprises. The IMF is
closely monitoring the movemen: in the exchange rate, which in early
March was TShs. S5 per $1. Attainment of an equilibrium rate of
exchange by mid-1988 seems politically unrealistic to sOome observers.
The closer the rate gets to equilibrium, the greater the burden on
Pparastatal enterprises, which receive an important subsidy by being
allocated foreign exchange at the official rate. Some will be Rurt in
1987 when efficiency and value-added critsria will be included in
foreign eichange allocation decisions. A lot of political pressure to
resist these moves may well result.

2) Fiscal and Monetary Folicieg - Tha budget deficit and its impact on
the credit market may prove to be the most difficult of the
macro-economic issues facing the Governinent. The overall deficit has
amgunted to about 10 percent of GDF in racant Years. Approximately &0
percent of the deficit has been financed by domestic borrowing from
the banking system which represented about two-thirds of total
domestic credit. The private sector has thus been effectively crowded.
out by the public sector.

The 198&/87 budget deficit is projected to be TShs. 17 billion, or 11
percent of GDF. Al though revenues are expected to rise by &0 percent
and current expenditures by only 45 percent, the development budget
will rise by 133 percent. The IMF-imposed deficit ceiling is TShs.
2.9 billicon, or 1S percent of the budget desficit which cam be financed
through domestic banks —-— a dramatic reversal from the recent practice
of financing 60 percent of the daficit in that way. The remainder of
the deficit will probably still have to be met largely by foreign
donors, many of whom are now providing more of their assistance as
budget support.

In the future this should leave a larger share of bank credit
available to the private sector. The private sector will not feel the
full impact immediately, however, because the IMF estimates that the
Government will still retain &2 percent of outstanding domestic credit
by June 1987 as compared to 66 percent in June 198S,

In the near-term, the private sector is facing a severe credit sguesce
because total domestic credit expansion is limited to 12 percent this
vear. In the face of inflation of close to I0%, the economy faces a
r2al contraction o+f credit. There is a distinct danger that the
credit shortage in the near term will seriously Randicap the
rFasurgence of the private sector, upon whom recovery will depend. The
latest IMF review confirms that Government ministries are being held
to their budget c2ilings. The scarity of shillings has also helped to
hold down the parallel market @xchange rate. Frior to the ERF the
Parallel market rate was about 130 to the dollar. In early March of
1987, it was about 160 to the dollar.

B. Fhysical Bottlenecks and Institutional Froblems

The GOT’s Bconomic and fiscal Policies will succeed only if they
trigger desired responses from producers and merchants, who face M&ny



of the same physical and institutional constraints which hampered
growth in the past and which will not disappear overnight.

Transportation is the greatest. phvsical bottleneck to greater and more
stficient production anrd marketing of agricultural products.

Mear-term measures being taksn include lncreasing stocks of vehicles
#nd spare parts, liberalizing internal trade restrictions and
adjusting freight tariffs: longer-term pProjects are being Erepared tao
rEhabilitate the road and railway networks and the ports.

Govarnment decision-makers are mnoving Cautiously and Pragmatically,
wary of moving too far too fast. But trere is evidence of steady
movement, most notsably in the trucking industry. The private sector
NOW operates 73 parcent of the trucking fleet and Rauls 35 percent of
freight trafsic. It can negctiate some ratss within r=gions, and bids
compRtitivel s on Intsrragional trafsfic., Frivate trucksrs dominate the
lucrati.a long=-haul routzs and ftEe moving increasingly into the less
attractive farm—to-market haulage due to Feduced tariff controls,
e<panding private fleet Capacity and, in the loanger-term, improved
road maintenance. Frivats truckers are adding Capacity at a faster
rate than are parastatals and cooperatives,.

It remains to bes s=en how much administrative power will be
swrendered in favor of market mechanisms, Numerous restrictive
requlations remain in place. The Pparastatals are virtually intact,
2iport trade is still largely monopoli;ed, and many road and rail
freight rates are still set without regard to full cost recovery.
Furthermore, the new agricultural Cooperative system recently put in
place to handle all Crop mark=ting presents a major uncertainty in
that important sactor.

The Co-ops at their rebirth have a numnber of'signi¥icant constraints
to overcome. The first is credit. With the IMF- imposed credit
rastrictions they do not. have the liquidity to pay farmers for their

Produce until after fhe Co-ops themsel V&3 have received pavment. Yet
farmers do rot want to wait many months to receive thair proceeds.

Mext, the Co-opsz have Nno authority tpa significantly adjust the prices
Ehey pay tfarmers to reflect quality or market conditions. In regard
to transport the Co-ops often must either pav free market prices or
not move the producs. However, their "operating expensa’ margin is
based on official transportation costs.

Finally, the rols and authority of the Co-ops varies somewhat from ans
part of the country to anocther depending on what the regional or
district political powers will permit. In addition, the Co-ops suffer
from limited managerial capacity. In short, the Co-op movement is too
weak a reed Tpon which to Place much support until the Tanzanians come
Lo grips with these pProblems. While donor assistance could be helpful
1k would alzo be quite risky and prone to charges of meddling in
internal Tarmzanian political affairs.

Cri a more positive note, the Gowverrment officials directing this
sCconcmic transformation seem committed to making it werk.

10



Furthermore, private sector representatives exprass confidence in the
motives and intentions of this Government and are looking forward to
the future. Some have cited the reportedly imminent enactment of a
NEW investment code as an event which would further bolster
confidence. The average Tanzanian has witnessed real improvement in
avallability of food supplies and consumer goods and, we are told,
consaquently supports the Sovernment’ s efforts at reform.

Much tof our surprise the first 9 nonths of the ERF have not produced
the severe economic dislocations which were SO universally predicted.
Credit may be tight but many businesspeople claim they can get what
they need from the National Bank of Commerce (NEC). Since virtually
all goods are sold at the parallel market price which has gone down
s3lightly in racent months, prices of imported goods have remained
stable, despite the creeping devaluation.

What has changed is the availability. As the Private sector’s
confidence in the ERF has increased so has its investment in
"own-*funded" imports. The result is that the shops are filled with
goods. For a prica, many things that have not been available for vears
A8 now on the shelves. Thaere is & hum of new commercial activity.
New stores, bakeries and restaurants have been opening in recent
months in Dar es Salaam. This is a remarkable contrast to the
conmercial stagrmation of the first half of the 1980° g,

N e R e e e e e e e am— D,

I, FROFQSED_AID STRATEGY i

AID s presented with an Unusual opportunity in Tanzania. Since
we no longer have any active projects on the mainland we are, unlike
&Ny other donor, not a captive to our recent history. We have an

e ad e e o . e e e S s e e o

We proposa that AID's strategy include three related objectives,
in descending order'of priority.

l. Support the Economic Recovery Frogram (ERF)

AID s overriding objective should be to support the ERF. It is a sound
pPragram, it has besen well-managed to date, and it has the full support
and close collaboration of the IMF, World Bank and the rest of the
donor community. )

The Bank has estimated that recovery will take five to seven vears.

We refer to that as the medium term. The first two vears are
considered to be the most critical period, characterized as a periad
of stabilization. In effect, stabilization will have been achieved by
the target of mid-1988 to the extent that the foreign exchange rate is
approaching equilibrium, inflation is receding, agricul tural exports
are increasing, food supply is stable, the government deficit

11



is being held to accaptable limits, the pParastatal sector is
diminishing, the private sector is gaining access to domestic credit
and is investing, and the ERF is continuing to be supportad by the
donors. Recovery beyond the near-term stabilization period will
constitute consolidation of initial gains, investment in institutional
and infrastructure rehabilitation, and laying the groundwork for
lang-term growth.

By making a near—-term contribution to meet a specific sector

2. Improve Agriculture Transportation

Analyses conducted to date lead us to the conclusion that, within a
strategy to support the ERF's nmear and medium—-term goale, AID should
concentrate its limited resources on efforts to expand agricul tural
Production in general and exports in Particular. The ERF'sg success
will depend upon the economy being able to feed the population without
excessive imports, as well as to generate sufficient foreign exchange
to fuel recovery and growth and to meet rescheduled debt obligations.
The debt-service ratio is enpected to fall from &7 percent in 1984 tgo
&6 percent By 1991 with the help of further debt rescheduling._During
the same period, the annual financing gap is projected to decrease
from #3501 million to 3202 million. That optimistic turnaround ;
Projected by the IMF will degpend more on increased expart earmings X
than on any dramatic decrease in déEF:serv1c1ng obligations or .
gap-financing. The key is to ensure that additional food imports ara

Agricultural commodities account for the bulk of Tanzania's
merchandise exports. In 1986 siu primary commodities (coffee, cotton,
tea, Cashewnuts, tobacco and sisal) represented 68 percent of those
auports. While the relative importance of this agriculture export
subsector will Probably recede if non-traditional exports eupand, it
will remain quantitatively the largest export earner. Agricultural
#parts must expand if foreign @ichange targets are to be met. The'
IMF and World Bank Project export agriculture earnings to grow in

constant,ﬂnlla:s_hx_g roximately 40 percent between 1984 ggq_lq?i.‘
If instead agricul ture export earnings remairm—ftat;the financing gap

in 19391 would be approximately IT0 million instead of the projectad
$20Z2 million, and the debt-service ratio would be 44 percent.

Almost all of the Projected growthh in earnings will depend on larger
volumes exported because world commodity prices are not expected to
rise generally, Larger volumes will depend on farmers® responsas ta
producer incentives, suck as higher prices as a consequence cf
devaluation, timely distribution of inputs and improved martketing.
Coffea, which accounts for about &0 percent of primary commodi by
=Hports and whose world Price is highlw volatile, is Projected to graow

12
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by 13 percent in volume over the next vear (after falling by 15
percent in 1936), but only 9 percent in 198 + and 3 percent per vear
thereafter, Frices, however, have fallen SO% from the high in Januar
1986 to March 1937,

Concentrating on agriculture to expand merchandise auports in the near
to medium term will benefit many Tanzanians directly. Coffee, cottoen,
tobacco and cashewnuts are grown Predominantly by smallholders and
Many persons are emploved in the cultivation, processing and marketing
cf all of the majar export crops. Higher producer prices for the mair
export crops should substantially raise farm incomes and rurai
Purchasing power.

Distribution and marketing of food Crops, as well as the axport crops®
is hampered bv: (i) the inadequate road network, and itg poaor
maintenance; (ii) the lack of all-weather roads, particularly in the
southern surplus areas, restricting mocvements of food during the rainy
szasons (1il1) the shortage of trucks, spare parts and tires to keep
them operational: and (iv) the limited rail and shipping Capacity. As
A result, truck owners are reluctant to serve certain areas and will
only do so for Righ tariffs. The private trucking industry, which
azcounts for a high proportion of the movements by road, has generally
been unable to obtain needed parts and fuel. For vehicles to be
rehabilitated, a greater allocation of foreign exchange must he made
to this sector.

<. Strengthen Market Mechanisms and' the Frivate Sector

Success of the ERF will require a strong contribution from the private
Sactor in key economic activities, especially agricultural production,
transport and marlketing. Although the GOT and the Party are not
likely to publicly disavow socialist Principles and dismantle the
pervasive state and Parastatal enterprises in the near-term, some
measures have been taken in that direction, such as:

~ Restoration of cooperatives:

= Granting of long— term leases for large- scale commercial
farmings;

=~ "Deconfinement" of Products in agriculture and industry;

= Elimination of same quantitative restrictions that
rastrict competition:

- Relaxation of domestic commodity movement regulations:

- Raising of interest ratess

= Introduction of competition in commercial banking,
al though banks still are parastatals: and

=~ Granting permission to Private traders tg 2uport cardamon.

The policy framewori:, al though far from perfect, gives considerable
scope for expanded private sector participation in key sectors, and is
continuing to evolve in that direction. Business people believe that
government l2aders ars |MCouraging a greater role for the private
sector and will make changes steadily to enhance the private sector’'s
ability to compete for scarce capital and markets.
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Despite this optimism regarding the Government®'s intentions, no one i
totally confident that the Government will be able to sustain the
gains made and stay the course. Eusiness people are, therefore,
reluctant to commit more than a part of their own capital to new
investments, They will probably invest gradually in Tanzania,
increasing their investment as time geEs on and they gain greater
confidenca in the Mwinyi government. There are at least six serious
pPolitical, institutional and 2conomic obstacles to & rapid resurgence
of the private ‘sector.

- Limited access to foreign @xchange. There has been virtually
no foreign exchange available tpo private
firms through official EBOT channels;
mgst firms must obtain it through the parallel market.

- Limited access to donor-financed irputs, which are mostlyvy
alloted to parastatals.

~ Constrained domestic credit markets, with extremely limited
longer-term loan or equity capital.

- Frasence of a large baody of Farty, Government and parastatal
officials and workers who Rave a major stake in the status quo ante.

- Lack of general business skillg, especially accounting and
financial management. '

- Dominance of the commercial sector by Asian Tanzanians. A
perception that they may benefit from economic liberalization at the
“pense of African Tanzanians could trigger a backlash and strangthen
the parastatals, which are viewed as a mechanism to protect Africans
from excessive profiteéring.

Although still adverse economically and instituticnally, the climate
ls more favorable than before for the private sector to expand its
role in Tanzania, as is already evidenced by private expansion in
transportation and commercial farming. GOT pragmatists implementing
the ERF rzalize they must both Provide incentives for the private
sector to perform and curt the state sector. AID should make direct
and indirect support of the private sector an explicit objective of
its assistance. AID should also promote policies to strengthen market
mechanisms and diminish the state sector’'s role in economic activities
best served by the private sector. AID could also support the private
sector by helping to rehabilitate public sector infrastructure {(road,
rail and port facilities) upon which it depends heavily.

E. Alternative Strateqgies

1. Human Resources vs. Productive/Infrastructural Development

Lika most developing countries, Tanzania has serious human resource
constraints. In @ducation, whereas Tanzania has achieved a 0%
enrollment in its Universal Frimary Education program, its secoridary
and tertiary level enrollments are still low. In health, Tanzania's
infant mortality rate has fallen to P4/ 1000 births, and 70% of the
Population is now within S kilometers of a health facilitys however, )
health services are still rudimentary and the life expectancy rate bSQA


http:parastata.ls

only 32 years. The annual growth rate of Tamzania's population is
estimated at T.3% (with a possible error of plus or minus «25%) and
the country has nmot yet taken official steps to launch a child-spacing
Program. Finally, in the area of nutritiom and food security, current
estimates are that 40 - 60% of Tanmzanian children are undernourished

and that 11 of 20 regions are drought-prone.

It is clear that Tanzania’s long-term economic development strategy
must include human resource and equity objectives so that the

Tanzani an peapla’s social condition creates a synergy with rather than
an impediment to sustained agricultural growth. For the near to
medium—tekm, however, AID should focus itg bilateral resources on
assisting Tanzania to meet priority recovery targets. Since
Tanzania's social Services are not considered a major bottleneck to
short-term recovery, few would maintain that am AID program tailored
to the deficiencies of Tanzania’s human resource base would directly
support the G0OT's implementation of the ERF. Hence, a program
concentrating on long-range human resaource development probably would
not significantly promote short-term recovery as well., It also could
involve major investment ‘and recurrent costs, which would further

gxacerbate the current budget deficit and foreign exchange problems.

On the other hand, a bilateral AID program directed to
pProductive/infrastructural development is likely to have important
nutritional and health benefits, as well as agricultural production
and income ones. The food and nutrifion study prepared for USARID/T in
APril 1984, found that Tanzania produced adequate food to feed all o+t
its population. Rather than a shortfall of supply, the report
attributed Tanzania's significant child undernutrition and food
insecurity to maldistribution on three levels: fntra-family,
intra-community, and inter-area (i.e., the movement of food between
surplus and deficit areas is constrained). Improved transportation
infrastructure and policies could ease these maldistribution problems,
lower costs and improve foad security. It could also improve people’s
health by Facilitating access to secondary and tertiary health
tacilities.

While the critical nature of the ERF leads us to recommend that AID
concentrate its bilateral resources on Productive/infrastructural
development in the near and medium-term, we also recommend the
concurrent use of centrallv-funded Projects in the social services
sectors to the extent ﬁeasfg1e, to Relp avoid a deterioration in
social services as a ra ult of ERP austerity measures. It should be
borne in_mindpuhoweven,ithat tapping resources of central and regiaonal
Projects which relieve the Mission of day-to-day management does place
professiomnal burdens on the Mission and it will have to be staffed
Appropriately. Certainly REDSO has and will play a large role in
providing short-term assistance to the Mission. Nevertheless, as AID
experience has shown repeatedly elsewhere there is no substitute for
on the ground, long-term technical competence. A decision should b%\
made either to make USAID/Tanzania a full service Mission or to ¥
canstrict narrowly its focus and limif Staffing appropriately: If the
decisi'dn should be the latter then the Africa Bureau must guercise the
intarnal discipline to 2xempt Tanmzania from adding on activities tpo
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.;:ﬂggé=égg_whims_and_iashicns_o4—ehe day. Each additional management

burden placed on the Mission creates Pressures for additiomal USDH in
the Tanzanian context. Each additional USDH creates a geometrical
increase in local staff to provide administrative sSupport. There are
no other options: hal f-way measurss will ornly lead to annual lobbying
for increased personnel ceilings and greater pressure on the business
D*E budget.

2. Agricul ture Transport and Agriculture Froduction

As discussed earlier, success of the ERF will depend on curtailing
food imports and significantly e@xpanding foreign exchange 23arnings
from agricul ture ”uports, together with key GOT actions on the fiscal
and monetary fronts, and corntinued deoror support. The GOT-IMF~IERD
mecovery strategy for the near to nedium term is to incrsase financial
inceEnti.es to producsrs, im order to Mmazimize utilization of existing
production Capacity and technology. Faor dgriculture that means to
produce and =xport more commodities by utilizing more land, labor,
inputs and transport. The strategy does not involve introduction of
new production technologies or farming practices to producers during
the recovery period, al though they would certainly help.

0f the five necessary ingredients for success (price, land, labor,
inputs and transport), government policies are providing the first;
the farmers ars Fesponsible for the Yand and labor; cooperatives
hardle inputs for small-scale farmers and transport is handled by a
number of groups. Imputs and transport can be assisted through a
variety of programmatic vehicles including "program assistance" (CIP
and budget support) and "projects".

We have ingquired intog the need for AID assistance for both provision
Sf agriculture inputs and transport, and have identified transport for
initial emphasis for several reasons. Transport equipment and
infrastrustura between farm and port are used to Carry agricul ture
1nputs and domestic focod crops as well as export commodities, so we
simul tanecusly achieve more than one objective. On the other hand,
the new cooperative svstem which distributes inputs to sinall-scalea
Tarmers is still inm a formative stage which makes it AN 1nappropriate
ag=nt for program assistance duwring the current stabilization period.
Moreover, other donors are providing agriculture inputs which ssam to
be conmsistent with Tanzania’s current absorbtive capacity. Hopefully,
this will @xpand as the transportation and distribution svstams
improve. .

Transport bottlenecks have been cited as the most pressing problem
facing expansion of agriculture in the near to medium term. Thay are
numerous and vet discrete, identifiable, guantifiable and susceptibla
to AID interventian Lhrough a variety cf mechanisms. Al though some
lnterventions would have comsiderable institutional &ard managerial
reguiremnents for successful execution, rone would require initiation
Of rnew imstituticns or depend on compley inter-imstituticonal
coordinaticn. Some might invalve the private sector gxclusivelw,
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For the longterm, we fzel that Tanzania should focus an achieving
agriculture production growth through application of improved
technologies and practices. Sustainad agriculture research is require
for that. AID contributed substantially to those efforts in the past,
with mixed results. We recommend that AID assist research programs
hera through regional Programs as soon as Tanzania jis no longer under
Brockes, and consider participating again directly zftaer several morse
YEArs. A serious contribution would rsquirs & long-term intensive
commitment which AID cannot make& now. The World Eank is considering
m&king such a commitment soon and AID can observe performance of that
RFrogram, and =ven collaborate with the BRank through regional pPrograms.

c. Constraints

1. Frogram Modes

Thers are saveral options for renewad AID assistance, each of which
—onveys a different level of intensity and technical and
inplementation involvement. These are best characterized as
m&cro-level program assistance, sector-level Program assistance and
Project assistance. We conclude that sector-level Program assistance
is mast SFpropriate now. Given our guidance from AID/W to the Mission
for preparing this Concept Faper, we base Qur recommendations on the
following resources and constraints. The staffing levels would consist
oF approximately = USDH, 4 FSC's and 25 local hires. Our FY88 OE
budget would be set at $200, 000, Frogram levels might consist of a
medium size FL-3480 praogram, bi-lateral assistance of approximately 4
million {supplemented by AEFRP funds if appropriate), and a tap into
the SADCC inmitiative for transportation (subject to approval by
Congress). :

I

& Macro-Level Frograms

The most common forms are a cash transfer or a general commodity
import program (CIF) for balance of payments Support and assistance to
de=velopmental priorities.

= rRdvantages : This mode could be quick-— disbursing, would requirs
mirmimal GOT and AID managemnent, impose no racurrent cost burden on the
GOT, require no continued AID inwvolvement and would respond to the
near—-term ERF priorities.

= Disadvantages: The small amount of AID's anticipated annual
centitibution would limit its influence at the macro-level, particul ar
since o4 the GOT prefers to restrict macro level policy dialogue to
the IBRD/IMF. The GOT s eager for the USG to determine its overall
assistance levels based On how well Tanzania does in meeting the goals
of the ERF, however. Visibility and identification with the United

Statee of such assistance would also be minimal.
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b. Sector-Lavel Programs

- Advantages : Provision of budget support or CIP modes can be Lsed
for near-term impact. Specific policy constraints affecting sector
Perfarmance can ba identified for dialogue/conditionality. AID s
fontribution can be identified concretely for visibility and vet it
need not represent a long-term AID commitment. If handled Carefully,
Pragram sector support would provide AID the flexibilty of expanding
or decreasing assistance lavels annually depending on both GOT policy
performance and availibilty of AID funds. AID could use the
OPportunity of our annual consultation with the GOT to review recent
M&cro-economic trends and to focus on future sectoral reform targets.
Foarmulation of these targets, Powever, will require further study of
thez critical restraints in the sectors of interest to AID. AID
assistance could be provided to the Private sector instead of, or as
well as, to the public sector and could also be provided as
co-finmancing with other donor programs. AID resources could also be
associated with training Programs and studies of specific sector
issues.

= Disadvantages : & potential risk in sector-level support lies in
selecting a low priority sector or intervention. Because Tanzania’s
recovery program is in a very fluid state at this time and the outcome
is uncertain, events are less predictable than under more stable
conditions. Consequently, ARID should Proceed carefully. Frogram
assistance to a sector also requires the existence of adequate
technical and management capability to implement the assistance
providad.

©C. Froject Assistance

We considered the option of Providing traditional Project assistance,
but recommend against it at this tim .

~ Advantages : Frojects permit much greater control over outcomes
because of the more intensive and sustained involvement by AID staff
and consul tants throughout their design, implementation and
@valuation. By concentrating on a few specific projects AID would
tecome very familiar with the technical subjects and issues affecting
them, Permitting substantive dialogue on related policies.

=~ Disadvantages : The Principal disadvantage concarns the long-tern
commitment of human and financial resources that projects require.
Because of uncertainty about GOT economic policy performance, and
AID s own plans, a normal five to ten-vear commitment of funds and
staff to sustain Projects is not now possible. Most projects also
require counterpart.contributions and have recurrent costs
requirements, both of which should be minimized. Tanzania has already
too many unfinished or unsuccessful projects scattered across the
landscape. The last thing Tanzania needs is to start anvything new.
What is needed is to rehabilitate or support what has already been
begun. : ‘
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Nevertheless, it should be noted that Tanzania is facing a critical
shortage of skilled mid-level managers as it attempts to identify and
implement reforms. Hopefully, some technical assistance and training,
directly related to specific reform efforts, can be provided in
conjunction with the provision of balance of Payments support.

2. Anticipated Frogram Resources (FY g8-92)
a. Bilateral OVYE

Current Programming for FY88 and beyond estimates $4-310 million per
annum of bilateral development assistance for Tanzania. In the event
that this is provided in the form of program assistance, Tanzanian
shillings will be generated that USAID could have &s an additional
rEsource to support stabilization and recovery.

AID and the GOT signed a PL-480 agreament under which 25,000 metric
tons of wheat flour will be imported in FY 87, generating roughly 4so
million Tamzanian shillings. It is quite Possible there will be
additional food assistance, probably in rice, in FY 88 and 89. If so,
local Currency resources would be generated fronm that source also, a
Portion of which might be used to defray some of USAID'S local
currency operating expenses. We would support a general approach of
Programming local Currency generations either for high priority, GOT
budget devel opment axpenditures, or for local contributions to AID or
other donors® pProjects, or possibly to private investment through
intermediate financial institutions, Some time, however, will be
needed for the government to sort out its Own priorities and for us
mutually to identify the best uses of Fhis significant AID resource.

c. Regional and Worldwide

1. Southern Africa Regional
Frogram. (3ARF)

The 3ARF includes roughly $9 million of Projected assistance to the
Tazara Railway beginning in Fvg7. In addition, the Administration's
Southern Africa Initiative pProposes significant additional funding for
regional transport over the next five years, If approved bv Congress,
& significant portion would undoubtadly be directed to Tanzania,
especially in view of security concerns in Moz ambi que.

2. AID/Washington Frojects

problems.

* Fopulation - several of the ST Bureau Popul ation Office grantees
(Fathfinder and International Flanned Farenthood Foundation) provide

assistance to private Tanzanian family planning organizations. That

Support should be expanded, if possible.
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* Frivate Enterprise - The Africa Bureau and Frivate Enterprigsa
Bureau can assist with sector-wide or pProblem-specific anal yses which
could support the Mission® - strategy. FRE also has limited funds
available to invest in Private ventures, Primarily via local financial
institutions.

* Africa Bureau provides support for participant training through its
Africa Manpower Development Froject (AMDF/II), now called Human
Resources Development Froject (HRDF). This is an important form of
assistance which should be used in Tanzania to develop and expand the
skilled manpower base. The Mission should support participant
training through central, regional and bilateral funds.

* Other - Most other central projects entail a combination of Mission
fimancial contributions (buy-ins), host country contributions,
recurrent costs and management time and skill, USAID/Tanzania cannot
afford to dissipate its limited human and financial resources to take
advantage of such assistance for ssveral mare vsars.

<. REDSO/ES3A

The AID regional office in Nairobi manages a number of
regionally-funded Projects of which agricul tural research may be the
Mmost relevant to Tanzania. Farticipation would enable AID to maintain
4 constructive relationship with the Tanzanian research communi ty,
This would facilitate a resumption of direct assistance in that field
in the future, if appropriate. The Mission could Provide some local
éurrency funds to cover local costs of Tanzanian participation,
Perhaps in concert with an anticipated long-term agriculture research
project.

V. CONCLUSIONS AND RECOMMEMDAT IONS .

A pessimistic scenario foresees‘backsliding on key policy issues,
depressead export markets, resurgence of statist economic Principles,
failure to neet IMF conditions, disenchantment of the donor community
and ensuing economic stagnation.

Reality will probably be somewhere in-between. While significant
progress is being made, we should not delude ourselves that perfection
1s around the corner.

Success in achieving near-ternm ERP targets will act 4s a catalyst to
donor support which in turn will determine, to a large extent, whether
longer-term goals will be met. Success breeds more success. If
Tanzania continues to meet the targets set out by the IMF and IERD,
~AID should act Promptly to help make the ERF a success, as outlined
below. :
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A. Near_Term - FY_ 1987 - FY_1988_(Stabilization) A

AID"s objective for the near term should be tp help the GOT meet
critical development budget needs, and alleviate the immediate foreigr
a2xchange shortage and credit Squeeze, especially as they impact on the
Private ss=ctor.

1. Frovide TSh. 450 million gemerated from the FL-480 food donation
to the GOT for "on-budget " Hevel opment gxpendi tures for agrigultung /
transport for which funds are not availablae, v whud !

2. Frovide most of the anticipated FY 1588 ($4.0 to $7.0 million)
for a commodity import Program (CIP) to finance transport equipment
and spares. The CIF could be geared to the needs of truckers,
railways, ports, road maintenance, or agricultural storage.

R Local currency generated by the CIF could be applied to urgent
60T requirements for development budget costs to improve roads,
railwavs or ports, or to private transporters or marketers as credit
for investment and working capital, if an appropriate financial
intermediary can be identified.

4, Tap into S%T Bureau Fopulation Projects to assist local
organizations and undertake studies to determine future directions of
Population activities.

I'd

B. Medium Term -.FY_1989_- FY_1992 (R

AID"s objective should be to help expand agricul tural Production and
to encourage growth of the private sector and concomitant reduction of
state controls and the role of parastatals.

1. Frovide 3S.0 to $10.0 million per year of foreign e@xchange to
assist private sector transporters via CIPs (equipment and spares),
with a portian for rehabilitation of and maintenance equipment for
roads, railways or ports ‘important .to relieve bottlenecks to
agricultural axports.

Alternatively, if transportation and distribution,systems improve
rapidly, AID resources might be better utilized in providing
agricultural inputs such as fertilizer to lncrease crop production.
We currently Project a fertilizer (DAF) gap of some 12,000 tpns
annually:.Howover,at present even greater problem is the large
quantities of fertilizer sitting in regional warehouses because of the
inability to deliver it to farmers in a timely manner. In the 1984/7
season, for example, anticipated demand was 180,000 tons. The supply
on hand was astimated at 190,000 tons of which only 130,000 tons were
able to be distributed. Hence, we Project transport to be the key
constraint through the mediunm term.

z. Frovide the local Currency equivalent of the CIF program as loan
QI equity financing for Private firms engaged in transport and
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S If food aid is continued in this period the local currency
generated from its sale could be used for lending to private sector
transport or marketing firms to expand, or reduce the costs of,
markating agricultural e@xport and food crops. Alternatively, or
additionally, some of the funds could support public sector transport
infrastructure rehabilitation and maintenance.

4, "Within the overall sector strategy some funds might be used to
Pramote studies, in-country training, or other activities pPromoting
greater understanding and dialogue on sector problems.

C. l:QQQ;-I.E.cm_:_E‘_f-lES-E_:_E!_EQQQ-iﬁcgusDz.

1. Transpaort - Assuming critical bottlenecks have been relieved by
1992, further AID Participation in this sector may be appropriate to
strengthen institutional and Management capacity to build and sustain
&N expanding transport network geared to serving agricultural

devel opment cbjectives.

2. Agriculture Froduction - Attainment of Tanzania’s economic and
'social development goals will depend Upon expanding production of
agricultural export and food crops. In the face of constrained world
markets for the traditional export crops, development of
non-traditional agricul tural exports will be important. AID should
look for oppartunities tpo Support that development via agricultural
rese@arch and policies which will stidulate Production of these
products,

T Tourism - Tourism holds great promisa for.improving Tanzania's
balance of payments. The wild game pérks, mountains and beaches
represent a rare natural endowment which should be carefully
exploited. Tanmzania has taken positive but inadgquate measures to
preserve its wildlife and natural habigqts while encouraging tourism.
AID should consider Providing assistance for planning and’investing in
appropriate development of that resource. :

4. Fopulation - Unless Tanzania makes a concerted effort to reduce
the rate of growth of its population, future production gains will be
negligible on a Per capita basis, or negative as during the racent
past, and social goals will not be met. AID must endeavor to
strengthen national :hild-spacing pPrograms through centrally- funded
FVO programs initially and via bilateral Programs in the longer term.

Y1 NEXT_STEPS

Following appchal to proceed with this strategy, USAID will initiate
& series of actions outlined below:

1. FY 1987 FL 480 local currency - The Ministry of Finance and
Flanning i1} establish a joint committee to identify unfunded
development budget reguirements that meet our criteria. USAID will
review their recommendations and reach agreement on a inutually
acceptable set of activities.
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2. FY 1988 CIF - USAID will prepare a PID % FAAD and obtain the
services of a marketing consultant to make a detailed analysis of a
limited set of agriculture transport-related import requirements whickh

conform to the ERF objectives. Once the Priority needs and users aro
identified, a REDSO commodity specialist should assist USAID to definsz

the comnodities to be imnported and an appropriate mechanism.
T Following the above immediate actions, USAID proposes to
undertake a number of studies to bettar understand the. constraints in
AID's possible sectors of concentration: ‘
a. Overall 2amination of agricultural Sector reform agenda. USAID
should continue its effort to understand the key agricul tural palicy
concerns and critical bottlenecks.
b. Analvsis of the GOT budget process.
C. FRnalysis of private sector transport industry.
d. Analvsis of financial institutions to determine feasibility of
providing local currency credit facilities to private sacter transport
and agricul ture marketing companies.

Analysis of camputeric-ation requiraments o+ key GOT gcvefnment

agencies and opportunities for USAID to provide assistance.
.f

4. Development of an REFFP program.
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