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This PAAD amendment approves for obligation $17 ,590,000 for programassist,lnce for the 
importation of commoditie3, which are related to the Government of Tanzania (GOT) 
efforts to improve the transport sector in general and to rehabilitate and maintain 
roads in particular. These funds, in addition to local currency generations which 
will financ~ the costs of local road contracts, will allow the achievement of the 
purpose of the progra~ which is to support the removal of policy and institutional 
constraints in order to improve the Tanzania Government's capacity to undertake road 
rehabilitation and maintenance programs. The PAl:') amendment also discusses proposed 
conditions for additional program assistance in the amount of $17,4l0,000to be 
disbursed in FY 93 and 94 (subject to availability of funding) and an additional 
$2,000,000 in project assistance. The $2,000,000 in project assistance will provide 
for additional technical assistance, training and commodities to assist in 
implementation of the policy reforms dnd other activities under the program. The 
project funds are the subject of separate amendments to l .• e project authorization 
and project grant agreement. 
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The Program Grant Agreement shall contain the following essential 
terms and conditions, together with such other provisions as are 
deemed appropriate by A.I.D.: 

Conditions Precedent to Disbursement 
(FY91 additio~s of $17,590,000) 

Conditions Precedent to Release of Third Tranche. 

A third tranche, in the amount of Five Million U.S. Dollars 
(U.S. $5,000,000), will be disbursed on the basis of actions 
already taken by the Grantee toward implementation of the Program. 
The MOW during the last year has drafted a Sustainab,lity Analysi~, 
developed a road maintenance management system, approved a draft 
construction industry strategy, adopted a set of interim 
procurement regulations and formulated a training program. 
Therefore, the only condition precedent to disbursement of the 
third tranche is the receipt by A.I.D. of a duly completed 
financing request in form and substance satisfactory to A.I.D. 

~ditions Precedent to Fourth Tranche. 

Except as A. 1. D. may otherwi se agree in wl'i t i ng, pri or to 
disbursement of the fourth tranche under the Grnnt, which shall be 
in the amount of Twe 1 ve Mi 11 ion, Fi ve Hundred Ni nety Thousand 
($12,590,000) Dollars, or to the issuance by A.I.D. of 
documentation pursuant to which such disbursement will be made, the 
G ran tee s hal 1 fur n ish 0 r h a v e fur n ish edt 0 A. 1. D., i n form and 
substance satisfactory to A.I.D.: 

(a) evidence that the Ministry of Works ("MOW") has adopted 
the Sustainability Analysis it has prepared in-house as the 
principal strategy document for the rural road sector; 

(b) evidence that the MOW has developed economic criteria for 
prioritizing rehabilitation and maintenance activities; 

(c) evidence that the MOW has designated 4,000 kms of rural 
roads in the five regions of Kilimanjaro, Shinyanga, Mwanza, Ruvuma 
and Iringa for priority routine maintenance and 400 kms of rural 
roads in such regions for priority periodic maintenance; 

(d) evidence that the MOW has executed contracts to be funded 
from its own resources (which excludes local currencies generated 
by donor supported programs) of at least the shilling equivalent of 



U.S. $900,000 for routine maintenance lnd at least U.S. $600,000 
for periodic maintenance in the five regions specified in paragraph 
(c) above. 

(e) evidence that fifty percent of the shilling volume of 
pi>';odic maintenance contracts, and seventy-five percent of the 
sl.lling volume of rehabilitation contracts, in the five regions 
speci fi ed i n pardgra~h (c) above have been awarded to pr; vate 
sector contractor~; and 

(f) evidence that standard contracts for routine maintenance 
have been developed and approved by the MO~.R 

Covenants. 

Profess i ona 1 Staff; ng Reaui rements: The Grantee I. Jvenants 
that it shall, prior to disbursement of the fourth tranche: 

(a) add two engineers to the staff of the Rural Roads 
Department at headquarters; 

(b) assign road inspectors and accountants to fi ?ld offices 
in Shinyanga, Mwanza and Kilimanjaro regions; 

(c) provide the staff incentives necessary to recruit the 
personnel necessary; and 

(d) adopt a training program in contract and road maintenance 
management for regional engineers· 

Funding Options: The Grantee covenant~ that, prior to 
di sbursement of the fourth tranche, it sha 11 exami ne mechani sms 
such as fuel taxes to generate revenues from domestic sources to 
fund road maintenance expenses.· 

Terminal Date for Di~~.!!lf1J1: 

Terminal Date for Disbursemen~ is amended to provide that no 
disbursement shall be made after June 30, 1993, except as A.I.D. 
may otherwise agree in writing. 
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A"END~ENT NO.1 TO PROJECT AUTHORIZATION 

Name of C(')untry: 

Name of Project: 

Number of Project: 

Tanzania 

AgricuLturaL Transport Assistance 
Program Suprort Project 

621-0166 

1. Purpose of ~mend~~nt. The purpose of this Amendment No.1 
to Proj~ct Authurization is to add additionaL funds to the Life 
of Project Funding and to extend the Project Assistance 
CompLet10n Date. These chan3es are being made in conjunction 
with the fourth amendm(1 to the companion AgricuLturaL Transport 
Assistance Program for which an additionaL 517,590,000 is being 
approved for obLigation :oncurrentLy with this amendment. 

2. AdditionaL Funding. Pursuant to Chapter 10 of Part I of the 
Foreign Assistance Act of 1961, as amended, and TitLe II of the 
Foreign Operations, Export Financing and ReLated Program 
Appropriations Act, FY 1991, under thp. headin~ "Sub-Saharan 
Africa, DeveLopment Assistance," I hereby authorize an 
additionaL Two MiLLion United States DoLLars (U.S.52,000,000) for 
the AgricuLturaL Transport AS3istance Program Support Project. 
Such Project shaLL now have a totaL Life of Project funding of 
54,000,000, consisting of the 52,000,000 initiaLly authorized on 
August 28, 1988 and the additionaL 52,000,000 authorized by this 
amendment. 

3. FACD Extension. The Project Assistance CompLetion Date 
("PACD") is hereby extended from September 1, 1993 to December 
31, 1995. The totaL Life of Project shaLL now be approximateLy 
seven years and four 'months from date of initiaL aJthorizat~on. 

4. Other Terms and Conditions. Except as abo~e amended, aLL 
other terms and conditions of the originaL Project Authorization 
shaLe remain in fuLL force lnd effect. 

~-~iJ--~, DATED: ~\1.'-\\C\\ 
DaLe 8. 'Pfeiffer 
Mission Director 
USAID/Tanzania 



Drafted by: C.Bi.own,RLAC~ __ 
Date: 23 Sept 91 .G/""" 
Clearances: F.Guymont, PD~ __ r_~-~ ______ __ Date: 
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ACTION MEMORANDUM FOR THE DIRECTOR USAID/TANZANIA 

Date : September 20, 1991 

ro~j,a~~~'J. Guymont, From PDO 

subject: Amendment to the Agricultural Transport Assistance 
Program (ATAP) and to the .. TAP Project 

Protlem: 

Your approval 
authorize an 
appropriation 
authori:e an 
appropriation 

Discussion: 

is required to amend the subject program in order to 
additional $17.59 million in FY91 from the DFA 
for the import support component of ATAP and to 
additional $2.0 million in FY91 from the DFA 

for the project ;omponent of ATAP. 

since the signing of the original ATAP Program and Project 
Agreements in August 1988 and the amendment to ATAP in August 1989 
the GOT has taken significant steps towarus increasing the 
technical, financial, and managerial capacity to rehabilitate and 
maintain rural roads. These actions include: 

:etting up, staffing and funding a Rurc' Roads D:vision 
within the M~W and centralizing responsibilities s~ch as standards, 
setting, specifications, contracting procedures, and guidelines for 
approximately 25,000 km of regional and selected district roads 
with the Division. ' 

Increasing budgets for rural road maintenance 
signkficantly and setting aside a portion of the petrol tax for a 
roads fund. 

Drawing up detailed performance based maintenance budgets 
and plans for each of the reg ions, in Tanzania. 

awarding rehabilitation contracts to Tanzanian private 
sector contractors and reducing the amount of rehabilitation done 
by force account. 

Decentralizing responsibility for operations, planning 
and budgeting tb the regions. 



The overall goal of the program remains unchanged: to increase the 
income and social welfare of the rural population by exp2nding the 
volume of inputs, agr icul tural commodities, and consumer goods 
transported by road by reducing the costs of road transport 
scrv ices. The program purpose is to cont inue to support the 
removal of policy and institutional constraints in order to improve 
the MOW's capacity to undertake road rehabilitation and maintenance 
programs. 

This amendment describes a $37 million multi year program to assist 
the MOW in establishing sustainable systems for road rehabilitation 
and maintenance that are necessary for achieving the program's 
purpose. Based on past performance and demand for commodities, $5 
million in the form of a cash transfer will be released upon 
signature of the Grant Agreement. One further cash transfer of 
$12.59 million will be made upon the satisfaction of the following 
conditionality. 

( i) 

( i i) 

( iii) 

(iv) 

(v) 

Evidence that the MOW has adopted the 
Sustainability Analysis it has prepared in-house as 
the principal strategy document for the rural road 
sector; 

Evidence that the MOW has 
criteria for prioritizing 
maintenance activities; 

developed economic 
rehabilitation and 

Evidence that the MOW has designated 4,000 km of 
roads in five regions for priority routine 
maintenance and 400 kms of roads in five regions 
for priority periodic maintenance; 

Evidenc~ that MOW has executed contracts to be 
funded from its own resources (which excludes local 
currencies generated by donor support programs) of 
at least the shilling equivalent of U.S. $900,000 
for routine maintenance and at least U.S. $600,000 
for periodic maintenance in the five regions; and 

Evidence that fifty percent of the shilling volume 
of periodic maintenance contracts in five regions 
has been performed by private sector contractors; 
that seventy-five percent of the dollar volume of 
rehabilitation contracts in five regions has been 
performed private sector contractors; and that 
standard contracts for rou-:ine maintenance have 
been developed and approved. 

o( 



When this conditionality is met, the MOW will have taken a large 
step towards the organi zational structure, private sector 
contractor capabil i ties and financial :::-eforms necessary for a 
sustainable roads program. Further conditionality is outlined in 
the PAAD for subsequent authorizations and oblig~tions. 

The cash transfers will fund the import support program begun under 
the AEPRP. Originally ATA~ was designed as a CIP but the 
disbursement mechanism was changed to a cash transfer in August of 
1991. ATAP had been designed as a CIP because dollar tracking was 
not permitted under the DFA legislation in place in 1988. Dollar 
tracking is now permitted. The import support program under ATAP 
will continue to operate the same way as the AEPRP. Importers will 
apply through the Bank of Tanzania (BOT). The BOT will send the 
licenses it approves to USAID for its concurrence. After the 
import l5 r.ense is issued by BOT, the importers deposit loca 1 
currency at the CRDB which, through its correspondent bank, 
confirms the Letters of Credit. 

The local curre.lcy generated supports the Rural Roads Division and 
will be used primarily to develop Tanzanian private sector 
contractors' ability to rehabilitate and maintain rural roads. 

The project amendment of $2.0 million will provide the RRD with the 
technical expertise, training and commodities necessary to develop 
organizationally at both the Central and Regional levels. The 
principal technical support will be a continuation of the long term 
advisor position in the MOW, and the Mission PSC Engineer. Other 
technical support will include road inventory data base 
development, a bridge and structures inventory, economic criteria 
development, standard maintenance contract development and analyses 
of the overall transport sector. Signif icant funds are also 
included for monitoring, evaluation and training of both MOW staff 
and smaller contractors in routine maintenance. The project PACD 
will be extended until December 31, 1995. 

The program amendment also includes a Trust Fund Component. Five 
percent of the local currency generated will be used to fund a 
portion of the Mission's o~erations. This is consistent with the 
AEPR~ and with Amendment tnree to ATAP. 

State 13 3 317 delegates authority to the Mission Director to 
approve and authorize a PAAD Amendment for U.S. dollars $20 
million. The Advice of Program Change, Life of Program Funding was 
$32 million. The CN expired on August 10, 1991. With the 
reobligation of $10.41 million and the $2.0 million already 
obligated under the ATAP Project Component, this means that $19.59 
can be obligated this year. State 310373 and 310374 provide the 
allowance data. 



Recommendation: 

It is recommended that you sign the attached Program Assistance 
Approval Document (PAAD) f~ce sheet thereby ~uthorizing ~ddition~l 
program assistance of 17.59 million and that you sign the project 
authorization for an additional $2.0 million. Total program 
assistance will thus be $28 million and project assistance $4 
million. 

App~al)--- ~. 
Da te : 9, \ "l..'=' \ ~ 

Disapproval: -------
Date: -------

)../ 
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I Update of Background and Program Rationale 

A. Tanzania's Performance Under the Economic Reform Program 

1. Background and Objectives of the ERP 

with its economy in serious distress following the heavy 
public sector involvement in management of the economy in the 19605 
and 1970s, Tanzania faced a series of economic shocks. These 
included a costly war with neighboring Uganda, the 1979 oil price 
increase, a deterioration in the external terms of trade in the 
late 1970s and early 1980s, and back-to-back droughts affecting 
food production in 1980 and 1981. In June 1982, the GOT announced 
a three-year structural adjustment program (SAP -- 1983-85) to 
remedy the situation by (a) restructuring economic activity through 
better incentive systems, (b) rationalizing producing structures to 
improve capacity utilization, and (c) improving the public sector's 
planning and control mechanisms. The SAP was the GOT's first 
attempt at adjustment, and it was clearly a tentativp. move in the 
direction of requisite change, tentative in part because of the 
poli tical costs implied in a dramatic shift from the economic 
management rationale of the two preceding decades. Despite these 
efforts under the SAP (assisted with multilateral and bilateral 
programs), the economy continued to be troubled, primarily in terms 
of external imbalances. To cite the main economic problems in the 
mid 1980s, output and exports were still very low, per capita 
consumption was down (despite marginal GOP growth), and real 
producer prices were falling as were real urban incomes. The GOT's 
assessment by the end of the SAP was that foreign exchange inflows 
were simply insufficient to cover the demand for external goods and 
services. 

Consequently, the GOT in mid 1986 announced a follow-on 
program to the SAP, called the Economic Recovery Program (ERP) , 
also scheduled to last for three years. The ERr was considerably 
more ambitious than its predecessor, especially in terms of policy 
changes, but also in terms of goals. The objectives were: 

(a) to increase food and export crop output: 

(b) to rehabilitate physical infrastructure 
(particularly for the productive sectors); 

(c) to in=rease the use of industrial capacity where 
efficient; and 

(d) to restore internal and external imbalances through 
prudent fiscal, monetary, exchange, and trade policies. 
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Specific steps to attain these objectives were: 

(a) to increase producer prices (particularly in 
agriculture); 

(b) to bring the exchange rate in line with supply and 
demand of foreign exchange; 

(c) to liberalize the trade regime; 

(d) to reduce the fiscal deficit and allocate public 
resources more efficiently, including those in the 
hands of parastatals; 

(e) to increase the interest rate to compensate for 
price inflation and limit credit expansion to 
government to reduce inflationary pressures, while 
allowing some credit expansion for the private 
sector; 

(f) to redirect foreign assistance flows to more 
productive purposes; and 

(g) to examine ways of reducing the Government's 
debt-service burden through rescheduling current 
obligations and restricting further growth of debt. 

Under the assumption that a critical constraint to economic 
growth remained the economy's inability to obtain necessary 
imports, the architects of the ERP carried out a thorough, sector
by-sector analysis of minimum import requirements over the ERP 
period, distinguishing between imports needed for investment or 
rehabilitation, on the one hand, and recurrent production inputs, 
on the other. These were compared with available sources of 
foreign exchange, in order to determine the need for extraordinary 
external financing, including debt rescheduling. 

2. ERP Performance 

Over the four-year period of the ERP real GOP growth averaged 
an estimated 4% per annum as against virtual stagnation during the 
early 1980's and only about 1.6% average annual growth in the three 
years immediately preceding the ERP. Since agriculture accounts 
for over 45% of the economy's GOP much of the observed grow~h is 
due to this sector which grew by 5% annually over the ERP period. 
Some of the factors which revamped agricultural output were 
increases in producer prices to about 70% of world prices, the 
devaluation of the shilling, the improved supply situation of 
incentive goods for the farmer and the generally favorable weather 
conditions. 
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The ERP policies have provided the framework for the 
beginnings of economic recovery as well as some improvement in the 
budgetary situation of the central government. Government revenues 
increased at a much higher rate than government expenditures. 
Development expenditures however have followed a more erratic 
course fluctuating from about 4 to 6.5 percent of GOP. 

The government has singled 
education, health, transport and 
budgetary allocations. 

out four priority sectors: 
agriculture for ERP extra 

Since 1980/81 significant changes have occ~rred in how the 
government's budget has been financed. In 1980/81 total domestic 
revenues covered 58% of budgetary expenditures, net domestic 
borrowing (primarily bank borrowing) covered 24% and net foreign 
financing contributed 18\ of total funding required. By 1985/86 
the contribution of domestic ravenues had risen to over 71% of 
total expenditures, mainly as a result of the drop in foreign 
financing to only 7.6% of total. After the beginning of ERP, 
consistent with the fiscal objectives of the program and agreements 
with the IMF, net domestic borrowing by the government has been 
reduced significantly and was 3.8% of total expenditure in 1989/90. 
The government is programmed to repay domestic lenders during 
1990/91 and 1991/92. Conversely, recent budgets have increased 
reliance on foreign counterpart donor aid financing, generated in 
support of the ERP. These have averaged almost one-fourth of total 
resources needed to cover budgetary expenditures. Foreign 
financing is tentatively forecast at one-third of total 
expenditures during 1991/92. However, over time it is inevitable 
that foreign financing, even if it remains constant in real dollar 
terms, will decline as a proportion of the total. 

The public enterprise sector comprises over 400 separate 
entities representing 24% of non-agricultural wage employment and 
generating 13% of the economy's total value added. Parr statal 
performance continued to be weak. In 1989, the most recent year 
for which data is available from the Tanz&nia Audit Corporation, of 
the 364 parastatals (including commercial and non-commercial public 
enterprises) audited, 175 (48%) reported a pre-tax profit totalling 
Tshs. 16.2 billion, while 189 enterprises reported losses of Tshs. 
32.9 billion. Of the con~ercial industrial parastatals, 49 
enterprises reported profits totalling Tshs. 3.0 billion while 
losses from 61 parastatals totalled over Tshs. 13.0 billion. 

During the ERP period monetary and credit policies were 
intended to support the balance of payments and inflation targets 
of the program, while enhancing financial intermediation by making 
interest rates positive in real terms. 

Monetary and credit targets were repeatedly missed during the 
ERP period, largely due to deficiencies in agricultural marketing 
and in the financial system. For example, money supply (M1) rose 
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by 35.8% in CY 1990, down from 41. 4% .1 CY 19~9 against a target of 
10%. Over 90% of the available bank credit went. to 19 parastatals 
(including cooperatives), thus crowding out the private sector. 

Interest rates have been adjusted annually since 1986 to 
achieve positive real rates. In December 1988 interest rates were 
raised by 5 percentage points on term and savings deposits (to 29 
and 25%, respectively) and by 2 percentage points on some loans (to 
31%) as well as on most government borrowing. As of December 1990, 
the interest rate on 12-month deposits was 4 percentage points 
above the inflation rate, in compliance with the ERP program. 

The GOT has moved rapidly on prices during the ERP. The 
number of controlled prices dropped from over 400 in the early 
1980s to 22 categories in 1987, and was further reduced to 3 
categories of essential consumer goods in mid-1991 (petroleum, 
fertilizer, sugar). The GOT has committed itself to adjusting 
prices to reflect costs and scarcities of these goods. The few 
items which still remain under price control will be subject to 
pricing that avoids subsidies, reflects market conditions, and 
fully covers import costs through user charges to encourage 
efficient provision of those commodities to the economy. This 
should have a positive effect on the public finances. In an 
important complementary move, the Government has also removed 
restrictions on private sector marketing of all commodities except 
for some of those still under price controls. The GOT has also 
raised producer prices for agricultu~'al commodities to about 70% of 
world market prices. 

The result of the economy's inability to hold the line on 
credit expansion throughout the ERP period meant that the economy 
saw a 30 percent increase in the consumer price index, compared 
with the planned 20 percent. Consequently, the targeted "below ten 
percent" has had to be pushed into the future, although successive 
reductions are planned in the coming three years under the new PFP. 

The performance of the external sector remains weak despite 
significant movement on the centerpiece of the reform program, 
exchange rate management. The adjustment of the exchange rate is 
central to the process of unification of markets and removal of the 
rationing which had become prevalent in the Tanzanian economy. 
Beginning in the late 1970s, the Tanzanian shilling's real exchange 
rate appreciated significantly thr~ugh 1985. In early 1986 the 
government began to adjust the nominal exchange rate, and since 
that time the observed real exchange rate has depreciated 
significantly: moving from an index of 2.07 in 1985 to 0.33 in 
1990, a depreciation of over 80 percent. The extent of adjustment 
to date can also be gauged by observing the ratio of the parallel 
to the official rate. The parallel: official ratio reached a peak 
of 9:1 by the end of 1985 and has now dropped to about 1.5:1. 



6 

The balance of payments continue to benefit from both 
increased export earnings and from substantial capital inflows. 
Export earnings (mainly from coffee, tea, cotton, sisal and 
cashewnuts) rose steadily in the period 1986-90, except for 1987 
when coffee prices began to fall and coffee production also 
declined. Imports remained approximately at the target level, and 
three times higher than export earnings. As a result, Tanzania 
continues to face large trade account deficits which have worsened 
each year, and at the same time the services account has been 
similarly in deficit primarily because of substantial interest 
payments. The existence of large net transfers significantly 
reduced the current account deficits. 

Although donor support for the ERP resulted in large capital 
inflows during the period, Tanzania's relatively heavy indebtedness 
from the pre-ERP era caused substantial capital outflow resulting 
in a capital account deficit during the first year of the program 
(1986/87). The debt relief accorded to Tanzania during the ERP 
period eased the debt service obligations in the short term. 
However, as Tanzania's debt stock at the end of 1990 was estimated 
at over U5$5 billion, with an unsustainable debt service ratio of 
about 85\, the government again successfully sought debt relief 
from the Paris Club in March 1990 and June 1991. 

In line with the ERP, the government continued its external 
trade liberalization process. By January 1991 the government had 
begun to administer the OGL through a "negative list" of excluded 
items and ceilings per importer were removed. The government will 
increasingly request donors to shift presently tied commodity 
import support to the OGL. In addition, the OGL facility will no 
longer be sclely financed by multilat.eral and untied bilateral aid, 
but will i:lcreasingly be given direct support by the government 
with its cwn foreign exchange resources. 

Import liberalization coupled with the export retention scheme 
have been instrumental in improving the supply situation of 
consumer goods. However, much more needs to be done bef ore 
Tanzania's internal and external imbalances are eased. First, 
Tanzania's parastatals must be restructur2d so that production is 
efficient and consonant with world prices. This restructuring is 
the focus of the current IBRD/IMF supported ERP reform effort. 
Second, Tanzania must improve the country's capability to process 
agricultural output, especially for the export market. Third, 
despite commendable legislation to make marketing and distribution 
institutions more efficient, further improvements are needed to 
streamline the system. Last, but perhaps most important, thn 
transport sector needs upgrading if economic recovery is to bo 
enhanced and sustained. 
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3. Assessment of Performance 

Tanzania has made L!any commendable changes in the economy 
since the mid-1980s. The cumulative outcome of Tanzania's gradual 
reform process has resulted in an economy that now largely relies 
on market signals for pricing and allocati'Jn decisions. Steady 
implementation of measures in the trade, pricing ~nd exchange rate 
regimes have resulted in the dismantling of much of the centralized 
system of controls and administrative allocation that prevailed 
prior to 1984. This transformation in the structure of economic 
management has been a key factor in the turn-around in economic 
performance over the past five years. Since 1986 per capita income 
and consumption growth has been positive, and the availability of 
basic consumer goods and inputs has increased dr~matically. 

While many conditions for further recovery are present, there 
are several factors of significance that continue to hinder 
economic growth - and could even haIti t. It is therefore 
necessary to deepen the reform process and wherever possible 
accelerate the pace of implementation in order to consolidate gains 
made to date, sustain growth and development and achieve poverty 
reduction. In particular, the following issues need to be 
addressed successfully. 

The lack of adequate infrastructure impedes economic growth. 
As one of the government's core responsibilities it will be 
important to improve Tanzania's basic infrastructure in roads, 
railways, ports, telecommunications, power, water and elsewhere so 
that it contributes to improved economic and social prospects. In 
this context it will be important for government to consider how 
best to ensure delivery of these services in the future. 

There is a need to establish a rational allocation of 
budgetary resources which responds more effectively to the 
country's development priorities. In particular, it is necessary 
for the government to change the composition of public expenditures 
away from subsidies for parastatals and other nonproductive 
activities towards operation, maintenance and rehabilitation of the 
country's productive base such as transportation infrastructure. 

The pace of public enterprise reform and privatization should 
be accelerated in order to reduce the budgetary drain on the 
government, to contribute to reducing macroeconomic imbalances, and 
to improve the efficiency of the public sector. While commendable 
actions have been made to liberalize agricultural marketing such as 
the restructuring initiatives related to the National Milling 
Corporation, export marketing (coffee, cotton, cashews) and 
cooperatives, much more needs to be done to follow policy 
statements with decisive actions. 
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The government's commitment to open up the banking systam to 
domestic and foreign private participation points in the right 
direction. If successfully implemented, this reform should enhance 
resource mobilization from the private sector and provide more 
capital for lending. This should make Tanzania more attractive for 
investors, both foreign and domestic. Importantly, the government 
needs to follow through in a timely and vigorous manner with 
specific actions to build up investor confidence. 

Despite noti~eable progress made in recent years to liberalize 
Tanzania's trad~ and foreign exchange allocation through the OGL 
(Open General Lice:nsing), the trade and payments system remains 
restrictive and fragmented. The liberalization process under the 
OGL should be continued, broadened, and made more transparent. The 
move to establish foreign exchange bureaus should be encouraged and 
together with timely adjustment on the exchange rate, should help 
foster greater transparency and efficiency in Tanzania's trade and 
foreign exchange markets. 

B. Road Transport Sector 

1. Importance of the Sector to the Economy 

(This section should be read in conjunction with what is in 
the original PAAD). 

The earlier discussion of the ERP and its successes and 
failures suggests several ways in which the transport sector is a 
key link to the ERP's success. Problems in road transport have had 
more than a marginal impact on the Tanzanian economy's ability to 
bring goods, especially agricultural produce, to their export 
points. This has contributed to shortfalls in foreign exchange 
earnings, despite the fact that improv~d producer prices, 
liberalized marketing procedures, and foreign exchange retention 
schemes have all provided incentives to increase production for 
export. Reduced earnings, in turn, affect the economy's ability to 
either import critical inputs or make debt payments. By the same 
token, problems in road transport not only contribute to external 
imbalances, but also affect the public sector budget deficit. 
Increased public sector borrowing to repair the road systems leads 
to excessive expansion of the money supply and additional 
inflationary pressures in the economy. 

The importance of an adequate transport system has never been 
open to question in Tanzania. Indeed, the sums of investment 
resources (largely external) put into transport, testify to the 
sector's importance. However, the lack of attention to transport 
system maintenance jarred the economy, especially since the 
initiation of the adjustment period in the early 1980s. It is now 
acknowledged by the Government and the donors alike that transport 
improvements are a necessary condition for successful adjustment 
and development, underscoring the importance that transport sector 
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goals and objectives be a;:tained if the ERP is to in turn meet its 
objectives. 

The Government paper announcing the F.RP in 1986 has made 
transport a centerpiece of the GOT's programs since 1986. The 
"minimum import requirements" laid out by the GOT when the ERF was 
announced provided that fully 17 percent of the import bill for 
the 1986/87-1988/89 period should be devoted to transport and 
communications and that of this amount over 60 percent should be 
devoted to road transport. 

The ERP document initiating the program stated that the second 
"major objective" of the ERP was to "rehabilitate the physical 
infrastructure of the country in support of directly productive 
activities", clearly indicating the importance of transport. Wl.~n 
the GOT provided an interim wrap-up of ERP progress in mid-198H, 
the Government noted that the first of several problems hampering 
success of the ERP to date had been "structul'al and physicaJ. 
constraints in transporting and processing agricultural products 
which led to unsatisfactory export performance and excessive credit 
growth". ~,S a result, the interim report noted that the GOT's main 
priorities during the ensuing three years would include, in first 
place, what was originally the second major objective of the ERP 
noted above. 

The same report gave similar emphasis to the transport sector 
as it gave to the two main productive sector of the economy, 
agriculture and manufacturing. The report stated that the first 
recommendation of a recent "National Transport Policy" was that the 
country should "concentrate on road rehabilitation". The Policy 
Framework Paper (developed by the GOT with IMF and IBRD assistance 
in the latter half of 1988 and mid-1991) similarly stressed road 
transport improvements as a critical element of policy reform. Of 
nine key elements of the GOT's public expenditure reform program 
cited in the PFPs, three deal with rehabilitation and maintenance 
of infrastructure. It is difficult to look anywhere in the recent 
documentation on the Tanzanian economy and its adjustment program 
without seeing references to the importance of the transport 
sector. 

The importance of revamping the national infrastructure within 
the framework of the on-going reform process is also evident in the 
Government's launching of the "Integrated Roads Project (IRP)" in 
March 1991. The first phase of the project (1991-96) is expected 
to cost nearly U.S. $900 million and attracts the support of 16 
donor agencies, polnting further to a commonness of purpose between 
bilateral and multilateral donors and the Government. 

The transport sector which had seriously deteriorated over the 
past decade, is critical to the attainment of sustained 
agr icul tural and industr ial growth in Tanzania. Consequently, both 
donors and the government ar.e placing priority on this sector as 
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reflected by the on-going programs for rehabilitation and 
maintenance of the econoDY's infrastructure, particularly the road 
network. 

2. Economic Return of the Rural Roads Program 

a. Reduction in Transport Costs 

The ATAP goal is to increase the volume of inputs, commodities, and 
consumer goods transported by road and to reduce' the costs of 
transport services. One way to measure the benefits of the program 
is to estimate the reduction in vehicle operating costs. 

Such an approach in Tanzania certainly underestimates the 
returns to improved transport. In particular, apart from cost, 
factors such as convenience, safety, regularity and security are 
important. Although it is impossible to include these in the cost 
analysis in any reasonable way, an improvement in the roads is 
expected to result in an improvement in these non-cost factors. 
For example, convenience is achieved through good scheduling of 
services and through handling facilities and procedur~s which make 
it easy for the traveller or the shipper to complete arrangements. 
Safety relates to the dangers ~f travel, especially accidents. 
Much of the road network which this program is imp~~ving is rather 
dangerous, particularly in the rainy season. Therefore, road 
improvement programs which are based on operating cost calculations 
will under-represent the return to safer transport. 

Similarly, regularity of service has the economic advantage of 
permitting both passengers and businessmen to properly plan their 
transport requirements. Low traffic volumes lead to irregular 
service which in turn leads to costs not reflected in the vehicle 
operating cost estimates. These include longer storage periods, 
greater losses associated with storage (due to rain, rats, theft, 
etc.), failure to supply the market when demand is high, and so on. 
Finally, the security of freight movement is important; losses from 
pilferage can be a SUbstantial part of transport costs and are not 
reflected in vehicle operating costs. 

Annex B analyzes the cost savings from improved ~oads und~r a 
variety of assumptions in thre~ regicns. With Intelnal Rates of 
Return of 30 to 55' regular maintenan':I! of the roads is a sound 
investment solely from the standpoint o~ a reduction i., operation 
costs. 

b. Measuring the Benefits from the New Policy Reform 

During the first support effort under AEPRP and ATAP, USAID/T 
addressed the immediate constraints to road construction: lack of 
transport related imports and lack of capacity within the public 
and private sector to carry out road rehabilitation. This first 
support to Tanzania also sought to assure the more efficient 
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utilization of the economy's resources, by emphasizing the use of 
private sector construction fi~s. 

The set of policy reforms in this ATAP amendment seeks to 
ensure that a sustainable systems for ~ural road rehabilitation and 
maintenance is set in place in Tanzania. The policy reforms will 
lead to a program of rehabilitation and maintenance of priority 
rural roads to certain design standards at the lowest cost. One 
way of measuring the benefits associated with this effort is by 
comparing what would happen if the policy cha~,ges did nqt occur 
(the "without" case) with what would happen if the policy changes 
did occur (the "with" case). 

One analytical approach is to assume that without these 
additional policies, the existing set of rehabilitated roads (by 
all donors) will provide a constant level of service without any 
maintenance for 3 or 5 years at which time the road is totally 
deteriorated and requires extensive rehabilitation. Obviously this 
is a simplification, in part because without any maintenance at all 
the road will deteriorate over time, and consequently, the level of 
service will fall as manifested in the increased cost of 
maintenance on vehicles, slower travel time, and the increased 
transportation costs charged by the transporters. Whatever the 
case, the rehabilitated roads will be impassable without regular 
maintenance. Thus, if we assume a major rehabilitation at the end 
of the 5th year for 15 years and compare the present value of these 
costs with those costs associated with an ideal maintenance program 
for 15 years, it is possible to estimate the cost savings to the 
economy realized from a sustainable maintenance capability. 

Table 1-1 summarises the results of measuring the benefits 
from the new policy reform. The net present value associated with 
regular maintenance and reduced vehicle operating costs for a 
network of 2,000 km is estimated at $48.1 million. The size of the 
system that the Rural Roads Division is responsible for is 
approximately 25,000 km so the cost savings obtained by developing 
a sustainable roads program is far greater than the amount of the 
proposed grant. 



TABLE ]-1 

PRESENT VALUE ANALYSIS OF ATAP 
(WITHOUT INCLUDING FOREIGN EXCHANGE BENEFITS) 

U.S. DOLLARS 
Year 

-c---
Regular No Maintenance Net PV Road Transport Number of NetPV Total Kms. 
Mainte- Just Rehabi/i- Maintenance Cost Savings 

nancelkm tationlkm Savingslkm Vehiclelbn 
(WIth use) (Without case) 

- Call Col2 vol3 Col4 
1 500.00 0.00 0.00 
2 500.00 0.00 0.20 
3 500.00 0.00 0.20 
4 500.00 0.00 0.20 
5 1,000.00 10,000.00 0.20 
£; 500.00 0.00 0.20 
7 500.00 0.00 0.20 
8 500.00 0.00 0.20 
9 500.00 0.00 0.20 

10 1,000.00 10,000.00 0.20 
11 500.00 0.00 0.20 
12 500.00 0.00 0.20 
13 500.00 0.00 0.20 
14 500.00 0.00 0.20 
15 1.000.00 10,000.00 0.20 

Presenl 
Value 12% 3,941.48 
'--------

10,720.96 6,779.48 
Noles: 
I. Col I: Assumes regular/periodic maintenance at $500llm with major work 

on rO;Jds done every fi~'e years. A verage maintenance cost per 1m has been 
estImated f,y MinIStry of Works to be between $429 - 450. 

2. Col 2: Th,s is a c.ue where no regular mamtenance is dooe but rehabilitation 
is carried out every five years. 

Vehicles/ 
km/yeJJr 

Col5 
14,600.00 
14,600.00 
14,600.00 
14,600.00 
14,600.00 
14,600.00 
14,600.00 
14,600.00 
14,600.00 
14,600.00 
14,600.00 
14,600.00 
14,600.00 
14,600.00 
14,600.00 

J. Col 3: Prescot value of Col 2 minus present vBlue of Col I. This gives the impact 
of A TAP policy chan!!e f,y comparing the ·with· Bnd ·without· program cost savings. 

4. Co15: Assumes a const.1nt flow of 40 vehicles per day for 365 days. 
Vehicle fi~ures have f,een of,l.1ined from the USAIDIT completed Socio 
EconomIC Ilaseline SUlrey of August 1990. 

5. Col 8: This proVIdes the Tot.11 Net Present Value {or underl.1king 
ATAP policy changes, being Col 7 limes the sum of cols 3 & 6. 

Transport 
Cost 

Savings/Jan 
Col 6 Call 

0_00 
2,920.00 
2,920.00 
2,920.00 
2,920.00 
2,920.00 
2,920.00 
2,920.00 
2,920.00 
2,920.00 
2,920.00· --
2,920.00 
2,920.00 
2,920.00 
2,920.00 

17,280.58 2,000.00 

Total Net 
Present V./ue 

Savings 

I cOl8 

: 

48,120,129.13 

http:48,120,129.13
http:2,000.00
http:17,280.58
http:6,779.48
http:10,720.96
http:3,941.48
http:2,920.00
http:14,600.00
http:10,000.00
http:1.000.00
http:2,920.00
http:14,600.00
http:2,920.00
http:14,600.00
http:2,920.00
http:14,600.00
http:2,920.00
http:14,600.00
http:2,920.00
http:14,600.00
http:10,000.00
http:1,000.00
http:2,920.00
http:14,600.00
http:2,920.00
http:14,600.00
http:2,920.00
http:14,600.00
http:2,920.00
http:14,600.00
http:2,920.00
http:14,600.00
http:10,000.00
http:1,000.00
http:2,920.00
http:14,600.00
http:2,920.00
http:14,600.00
http:2,920.00
http:14,600.00
http:14,600.00
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The cost savings expected as a result of the various policy 
changes are considerable and exceed the anticipated grant levels. 
In addition the benefits to importers need to be factored in. In 
a sense there are two benefits for the price of one. The importers 
benefit from the dollars that are provided otherwise they wouldn't 
put down the cash cover. The local currency cash cover is then 
invested in developing a sustainable rural roads program, in itself 
another sound investment. It is expected that output per dollar 
for ATAP commodity import support recipients will rise, providing 
additional benefits of the program. Similarly, the policy reforms 
are expected to eliminate the biases against the use of private 
sector road contractors, thereby easing entry by lccal and foreign 
private firms. These policy reforms should have a significant 
impact on the sustainability of the ATAP program and contribute 
further to the improvement of Tanzania's policy environment. 

3. GOT Policy Actions to pate 

The basic ~bjective of the government in the transport sec~or is to 
generate immediate improvement in the supply of transport services 
followed by a more sustained growth in the volume and (;i.'.paci ty of 
services. The effect of the policy changes that were announced in 
the National Transport Policy four years ago to meet this objective 
is becoming more noticeable. The changes are in the provision of 
transport services and the maintenance of the road network. 

The private sector now accounts for over 80% of the ownership of 
trucks. The Regional Transportation corporation, Cooperatives, and 
Marketing Boards share of the transport market accounts for the 
other 20\ but their market share is decreasing. until recently 
there were major shortages of new vehicles, spare parts, fuel, 
tires and lubricants. Because of import support programs such as 
the Open General Licensing System and "own funds imports" the 
supply of these commodities has improved considerably. USAID's 
1987 AEPRP program in the transport sector financed $12 million in 
imports, consisting mostly of trucks, spare parts and lubricants. 
In response to demand and studies showing that small trucks are 
widely used in rural Tanzania, the list of eligible trucks was 
expanded from 3-9 tons to all trucks up to 18 tons. The OGL 
recently dropped trucks above 3 tons from its negative list. The 
increase in demand for transport sector equipment follows the 
removal of administrative controls. There are now few barriers to 
entry and tariffs are negotiable. 

The policy changes in the area of road maintenance are probably the 
most significant. Major changes have been made in planning, 
financing, budgeting, operationslnd institutional reform and human 
resources development. In the past road rehabilitation and 
maintenance responsibility was divided; the Ministry of Works 
responsible for trunk roads, the Prime Minister's Office 
responsible for regional roads and the Ministry of Local Government 
responsible for district roads. Technical and Managerial capacity 
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was weak, most noticeably at the regional and district levels where 
roads competed with many other activities for m~nagement time and 
money. There was no coordination at the national level and the 20 
regions and over 100 districts developed their own systems of 
maj"tenance. 

Over the last couple of years the changes that have been made 
include: 

setting up, staffing and funding a Rural Roads 
Division within the MOW and centralizing 
responsibilities such as standards, specifications, 
contracting procedures, and guidelines for 
approximately 25,000 km of regional and selected 
district roads with the Division. 

increasing budgets for rural 
significantly and setting aside 
petrol tax now for a roads fund. 
to increase next year. 

road maintenance 
a portion of the 
The amount is set 

drawing up detailed performance based maintenance 
bUdgets and plans for each of the regions in 
Tanzania. 

awarding rehabilitation contracts to Tanzanian 
private sector contractors and reducing the amount 
of rehabilitation done by force account. 

decentralizing responsibility for operations, 
planning and budgeting to the regions. 

These policy changes have implications which Tanzania is still 
attempting to address including the level of staff and change of 
skills necessary to run a maintenance program based on private 
sector contracting rather than force account, the need to develop 
management information systems, standardized contracts, budgeting, 
accounting, financial analysis, and reporting systems. 

4. ponor Assistance to the Transport Sector 

a. Rehabilitation. Maintenance and Institutional Support 

The GOT's effort in the road sector is embodied in the 
Integrated Roads P.roject whose primary objective is to restore 
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Tanzania's trunk and regional road networks, which have become 
an obstacle to the sustainability of the economic recovery 
program and to develop MOW's institutional capacity to 
properly manage the road networks. The approximate level of 
funding in the IRP committed by donors over the next five 
years is outlined in Table 1-2: 

Tlbl. 1-2 
lIP Donor Fl6ldf~S 
NDJIT (S .HUe. 

DOIlIS IItST I TUT I CIW.. IEIIMILITATlIJI leA IIfT£IIAICI: 
SlJIPmT 

NORAD 1.0 35.5 -
AFDF 2.0 43.2 

IDA 17.7 117.0 46.0 

OOA 1.0 12.6 

GTl 2.5 29.0 -
UNDP 2.9 -
JAPAN 42.0 -
DAN IDA - 57.0 

NETHERLANDS - 18.0 -
FINLAND - 4!.4 -
EEC - 171.0 -
SAllll FUHD - 11.8 -
ITALY - 91.7 -
S'JISS - 10.8 -
A.I.D. 1 2.0 20.4 2.0 

TOTAL Z9.' 7UII.4 48.0 

Most of the funding as can be seen from the table is 
concentrated on rehabilitation and includes major projects on 
the TANZAM Highway and Dar-Moshi Road; the two principal roads 
in the country. In the rural roads sector funding is further 
broken down into the categories of routine maintenance, 
periodic maintenance and rehabilitation. The present levels 
of funding planned over the next five years are: 

1 Includes funds obligated to date 
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~')IIAD 4.4 

FINIOA 1.2 · Z.s 
5\1155 0.6 · 1.7 

GTZ 0.5 1.1 

EEe 36.5 

UWOP . · Z.3 , 
2..J....:.E..:... 2.0 20.4 

~ 
TOTAl 8.1 611. 64.8 

TOTAl 
Coat 45.0 :!OD.O 105.0 

Shortfell 36.3 132.0 40.2 

Includes funds obligated to date 

Al though these levels are approximate and fluctuate with 
changes in exchange rates two things are evident, the 
requirements of the rural road sector are large and Tanzania 
has to finance a large portion of the cost. 

b. Import Support 

There are three primary sources of funding imports in 
Tanzania; the Governments own allocation system, the "own 
funds" scheme and the BOT administered Open General 
Licensing System. Some donors, notably the Japanese, 
still channel funds through the Ministry of Finance. The 
primary source of donor funding for imports is through 
the Open General Licensing System. The majority of 
funding comes from the IDA through its Multisector 
Rehabilitation, Industrial Adjustment, and Agricultural 
Adjustment Credits. Other bilateral donor support is 
provided either directly through the OGL or through 
programs that closely parallel it. These are programs 
that are administered through the Bank of Tanzania which 
approves import licens~s and then requires cash cover 
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before letters of credit are opened. They are separate 
from the OGL because of donor requirements for 
accountability and commodity eligibility. The GOT refers 
to these programs as OGL II. The funding ~rovided under 
the AEPR? would be considered part of OGL II. The 
following table outlines the financing provided through 
1990/1991. Future requirements of the OGL have been 
estimated on high as $400 million a year as more of 
Tanzania's imports are financed under it. To sustain 
this level of funding, the GOT will have to commit a 
significant amount of its own funds. In the current year 
the GOT has committed approximately $40 .Ulion, its 
first major contribution. 
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IDA First Trenchl Se<:ond Trench. end 2 .. flow 1160 

Donor Cof i nine i na of IRTAC 

Swl tur I end 114 

UrI I ted (InQdaI 113 

Nether I linda 110 

c) TenZinil Agriculturll AdiustMnt Credit (TAW) 

IDA First Trenche end IDA Rlflow 1116 

Donor Cof i nine I no; of TANAA: 

NorwlY S44 

United KinQdal 123 
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GIMIIIInY S6 

2. Peril III Finenclna ("OGL 2·) 

Sweden 112 

A.I.D. 
I lIZ 

3. In of lInZlnl1 IIHourcH 142 

TU1'AL S5Q3 

1 Includes only funds obligated 
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II Program Description 

A. status of Program to date 

The ATAP program is a continuation of the 1987 Transport 
sector Program funded under the AEPRP. Both programs 
were designed to provide foreign exchange for policy 
reforms and local currency generations were designed to 
support rural road rehabilitation and maintenance. The 
$12 million dollars in the AEPRP is now fully committed 
to Letters of Credit and over 2.5 billion shillings have 
been generated. The exchange rate increased from 70 
shillings to the dollar at the beginning of the AEPRP in 
mid 1987 to the current rate of about 228 shillings to 
the dollar. A more detailed description of the status of 
the AEPRP is included in Annex C. ATAP was structured 
into two parts: a non-project component and a 
projectized technical assistance and training component. 
The non project component was designed to: 

(1) provide foreign exchange for transport equipment 
and spare parts; 

(2) link the foreign exchange financing to GOT progress 
in implementing sub-sectorial pol icy reforms 
including consolidating the institutional 
responsibilities for rural roads, increasing 
recurrent financing for rural road rehabilitation 
and maintenance, and expanding the use of private 
sector contractors for rural road rehabilitation; 

(3) increase domestic financial resources for the road 
sub-sector by programming counterpart funds for 
rehabilitation and maintenance. 

The technical assistance and training components were 
d •• igned to provide the GOT with specialist skills to 
improve technical capabilities of staff in order to 
achieve the overall program objectives. 

The initial Program Grant Agreement was signed on August 
31, 1988 for $7.21 million. The import support program 
of $5.21 million was designed as a CIP becuase, in 1988, 
dollar tracking was not permitted under the DFA. The 
Mission amended this to a cash transfer with disbursement 
procedures identical to the procedures in the original 
transport sector program since dollar tracking is now 
permitted under the DFA. The funds will likely be 
quickly committed to Letters of Credit since the BOT has 
about $15 million in applications pending. TWo million 
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dollars were obligated for projectized TA and training. 
Subsequently, the Grant Agreement was amended on 08/21/89 
to increase program funding by an additional $5.20 
million. The CPs for the release of the first tranche of 
ATAP program funds have been met. The CPs to initial 
disbursement of ATAP funds called for: 

(1) the establishment of a Rural Roads Diviaion within 
the MOW; 

(2) the submission of a maintenance plan to USAID on 
the classified I'oad network; and 

(3) the award of road rehabilitation contracts to 
private firms. 

A new RRD has been established within the MOW that has 
specific terms of reference and a Division status similar 
to that of the Trunk Road Division. A Chief Engineer was 
appointed to head the RRD and five civil engineers were 
assigned to the RRD at the headquarters level. In the 
regions, 19 Rural Road Engineers were appointed and 
assi~ned to manage the rehabilitation and maintenance of 
rural roads. 

In FY89/90 the Tanzania Parliament approved an operating 
budget of TShs 65 million for the newly established RRD. 
The budget was increased tu TShs 1.2 billion in FY90/~1. 
The FY91/92 budget is TShs. 1.5 billion for routine and 
periodic maintenance. The MOW's projections on the RRD' s 
future budget fiqures for maint~nance are TShs 5 billion 
for FY92/93, and 6 billion for FY93/94. 

A maintenance plan has been submitted to USAID that 
identifies the conditions of the road network, the type 
and maintenance, the estimated cost, and the amount and 
source of financing. The plan was used to develop the 
FY91/92 road maintenance budget for the RRD/MOW. 

Since ATAP was signed in August 1988, three road 
contracts for the rehabilitation of some 250 km of rural 
roads were awarded to two local firms. Another three 
contracts for the rehabilitation of some 300 km of rural 
roads will soon be signed with another three contractors. 
Design and supervision contracts relating to the 
rehabilitation of rural roads were also awarded to three 
private firms. with the exception of one contract with 
a parastatal construction contractor and consultant, all 
local firms are in the private sector. Table II-l 
summarizes the contracts. 
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The project component of ATAP has funded a USPSC engineer 
in the RRD, a TCNPSC engineer in the Mission, training in 
the u.s. and third countries, commodities including 
vehicles, computers and other office equipment, and a 
socio-economic survey that developed baseline information 
in a number of the regions where rural road 

TAiLE 11·1 
Ongoing Rurll Roedl At:tlvltln 

At:tlvity Region Lqth CGnt rIC tor Mcult 
(~) Mill ion Shl. 

RehabiliUtion Corwtruction' 1 ICII i."Jlro 142 IECCO 1 670 

Rehlbiliution Corwtruction , 2 Shinvenaa 73 Dhivcbi 327 

Rehabilitltion Corwtruction , 3 Shi".,.an;1 79 Dhiyebl 245 

Rehabilitltion Construction' 4 $II i I'tYInIII n MECCO 220 

Rehabilitltion Construction' 5 Shinyan;e 90 Dhi'(ebi 303 

Rehlbfliution Corwtruction' 6 Mw8nz1 112 lIywuI .~ 5110 
Workl 

Rehabilitltion r.onstruction , 7 Shiny-. 51 Godn 422 

S~rvilion , 1 lCi I i."jlro 142 . 35 

S~rvilion , 2 and 3 Shi".,.~ 152 M-lCorwul t 50 

~l"Vhion , 4 end 5 $II i I1YInIII 162 IIEDCO 50 

~/"Vilion , 6 end 7 Mw8nzI - 193 . 35 
Shi".,.an;1 

DHign Iringe 265 Intlrconsul t 13 

DHign ~ 268 hn·Corwul t 11 

Desi!ll'\ .~ 240 IIEDCO 12 

DHign lCeterl 183 Mek-Corwul t 16 

rehabilitation is underway. A long term training program 
for headquarters and regional rural roads personnel is 
being developed. The USPSC and TCNPSC engineer have been 
heavily involved in the development, award and monitoring 
of construction contracts. In conjunction with the RRD 
they have also been developing a long term sustainable 
roads program document. 
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The following CPs to Second Disbursement have been be met by the 
GOT as a requirement for the release of the $5.2 million, obligated 
under the FY89 Grant Agreement Amendment: 

(1) evidence that all conditions to the disbursement of the 
initial 5.21 million dollars continue to be met and that 
the GOT is in compliance with all material provisions of 
the Agreement; 

(2) evidence th,at a detailed maintenance plan has been 
developed for a single region under the jurisdiction of 
the RRD of the MOW where road rehabilitation and 
maintenance is a priority concern; 

(3) evidence that measures to protect roads from the damaging 
effects of overloaded vehicles have been developed and 
that the GOT has selected options to address this 
problem; and 

(4) evidence that road rehabilitation and maintenance 
contracts funded with local currency generated under the 
program contain sound technical and environmental 
criteria and standards. 

All conditions precedent to the disbursement of the initial $5.21 
million grant under ATAP have been met and the GOT is in compliance 
with all material provisions of the Agreement. 

The MOW has developed a Road Maintenance Management System (RMMS) 
for all twenty regions in the country. The RMMS was introduced to 
all MOW senior staff through a workshop forum after which the RMMS 
was officially endorsed as the applicable maintenance planning 
document of the MOW. As a result of the RMMS it is now possible 
for the MOW to prepare a maintenance plan that determines the most 
effective ways of performing maintenance work, identifies the 
manpower, equipment and financial resources required for execution 
of the work, and establishes procedures for reporting work and 
evaluating performance. 

In April 1991, a report on road safety measures was prepared for 
the MOW. The report also covered the problems relating to 
overweight vehicles. The report assessed the physical damage 
caused by overloading, estimated the costs of damage, pointed out 
that overloaded vehicles are a main cause of the road network 
destruction, and recommended actions to control the problem through 
the establishment and enforcement of axle load limitations using 
weighbridges. . 

Contract documents for on-going rural road rehabilitation have been 
submitted to USAID by MOW. The documents have been reviewed by 
USAID and the documents contain sound technical and environmental 
criteria. The documents require that: 
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(l) borrow pits are filled and levelled; 

(2) drainage ditches, which are susceptible to erosion, are 
lined or paved; 

(3) construction camps are provided with adequate clean 
water, and sanitary facilities; and 

(4) construction wastes are disposed properly and spoil areas 
are levelled. 

The contractors curr€ntly engaged in road rehabilitation in 
Shinyanga Region are complying with the environmental standards 
called for in the contract documents. Borrow pits are level and 
flat but with enough cross slope to drain water; ditches are being 
paved in areas where they are susceptible to erosion; construction 
camps are clean, water is provided and proper sanitary facilities 
and services are being provided; and overall clean up of 
construction wastes and spoil areas continues. The consultant 
currently developing a training plan for the RRD/MOW has also been 
requested as part of his terms of reference to review and 
incorporate environmental criteria and standards into the training 
curriculum to be developed for RRD staff. 

B. Objectives of the Program Amendment 

The overall goal of the program remains unchanged: to increase the 
income and social welfare of the rural population by expanding the 
volume of inputs, agricultural commodities / and consumer goods 
transported by road by reducing the costs of road transport 
services. The program purpose is to continue to support the 
removal of policy and other constraints in order to improve the 
MOW's capacity to undertake road rehabilitation and maintenance 
programs. This amendment describes a multi year program to assist 
the MOW in establishing sustainable systems for road rehabilitation 
and maintenance that are necessary for achieving the program's 
purpose. Based on the development of the sustainability analysis, 
a road maintenance management system and other reforms, $5 million 
will be disbursed as the third tranche upon signature of the Grant 
Agreement. Throe further disbursements totalling $30 million will 
be conditioned on further policy reforms. The program will help 
the MOW achieve many of the aims outlined in their recently 
completed sustainability analysis (Annex D). The Program Logframe 
is included as Table II-2 
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For RRD's rehabilitation maintenance program to be sustainable, 
decisions, actions and resources must be coordinated in a timely 
manner. The decisions, actions and resources required are 
categorized into four broad program areas: 

enact and enforce appropriate road policy reforms 
develop effective MOW staff, institutional procedures and 
management systems 
develop the private sector 
secure funding 

MOW already has many of 
implemented, but several 
established. 

1. Policy RefOrm 

the elements in place or partially 
critical ele~enta are still to be 

In the policy area a number of issues need to ba addressed 
including the extent of the road network under the MOW, the 
development of priorities, the extent of force account work, donor 
coordination and sources of funding. 

MOW has to sort out with orher ministries the responsibility for 
the road network. MOW has increasingly become involved in the 
urban and district road program because it has a greater capability 
and access to donor financing. MOW recently t~ok over 
responsibility for a number of ronds in Dar es Salaam. The road 
network under MOW must be defined and its true extent and condition 
measured. There is an immediate need to undertake an inventory and 
condition survey of roads and bridges. This will determine the 
extent of RRD' s responsibilities and required resources levels. 
All roads under the RRD are classified as regional roads. While 
MOW has the capability it does not as yet have the capacity. 

MOW needs to develop prioritization quid~lines to assist in the 
implementation of its programs. Decisions to allocate resources 
between rehabilitation, periodic, and routine maintenance are often 
arbitrary and not ~ased on established engineering and economic 
principles. 

It is doubtful that SUfficient funds ~nd other resources will be 
available every year to undertake all the needed maintenance and 
GOT/MOW muat identify priority roads and region which will receive 
a minimum level of resources each year. The past practise of 
spreading limited maintenance funds over the whole country resulted 
in the neglect of all roads. 

The GOT has promoted the idea of local contractor involvement in 
the ERP, in the IRP and in RRD's rehabilitation and maintenance 
program. GOT has approved a draft National Construction Industry 
Deyelopment Strategy. Now the policy must be enacted and 
implemented. The most pressing issue concerning private sector 
invol vement in the program is the proportion of work to be 
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undertaken by contractors and the proportion to be undertaken by 
forel account. The MOW/RRD/REO need policy guidelines on this 
issue to plan and develop their staffing and training program, to 
determine MOW equipment requirements and to give the private sector 
the confidence and assurance to invest in the equipment and 
manpower necessary to carry out their share of the work. 

The types of work to be contracted to the private sector must also 
be determined. The private sector is presently participating in 
large rehabilitation and periodic maintenance contracts, but not in 
less capital intensive routine maintenance works including labor 
based maintenance and bridge rehabilitation and repairs. 

Donor involvement in the road sector is expected to surpass USD 1 
billion over the next 5 years. Most (over $900 million) of 
assistance is being coordinated through the IRP. Some donor 
programs and assistance are not consistent with GOT/MOW pOlicies. 

More coordination and enforcement of pOlicies are required. Some 
issues and areas requiring attention are: 

donor funded equipment purchases for the MOW vs policy of 
commercial plant hire pools; 

donors providing staff incentives to GOT/MOW staff which 
may not be sustainable without donor assistance; and, 

use of foreign contractors and consultants rather than 
using or developing the local capacity. 

The sources of local revenues available to finance RRD's program 
are limited. The scope and budget for the program have been 
estimated, but sources of revenue and levels of financing are still 
to be determined. The GOT recently established a Road Fund 
financed from the sale of fuel and from vehicle licensing fees. 
The Road Fund was legally established in June 1991. The funds are 
to be used to support the road sector, but procedures for the 
operation and management of the fund have yet to be established. 
The priorities and activities which the Road Fund will support have 
not been determined. Is it exclusively for maintenance? or will it 
also fund other activities such as weight control? Will funds be 
regionally distributed according to recorded fuel purchases? Will 
the fund be used for "special projects", so that the public can see 
immediate benefits? will funds be proportioned to urban and 
district roads as well as trunk and regional roads? will private 
sector contracts be supported by the fund? 

2. Institutional Development 

In November, 1990, the former MOW was split into the Ministry of 
Communications ~nd Transport (MCT) and the Ministry of Works (MOW). 
MOW was given th~ responsibility for trunk and regional roads. In 
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late 1990, MOW carried out an organizational review and developed 
a draft organizational structure for the new ministry. The draft 
has been approved by the Minister and recently received final GOT 
approval. 

The GOT was aware that changes needed to be made in its procurement 
regulations in order to permit contract award decisions made by the 
PS, REs and department directors of MOW. In November, 1990, 
GOT/MOW adopted a set of "interim procurement regulations" prepared 
by a GOT task force. These regulations will remai~ in effect until 
GOT undertakes a complete revision of its procurem~nt regulations, 
scheduled for implelllentation by the end of 1993. A [lresent 
constraint is the lack of approved procedures and contract 
documentation to implement the interim regulations. The GOT/MOW 
have approved tender documents anc. procedures for large 
rehabilitation contracts, but do not yet have appropriate documents 
or procedures for smaller contracts for road maintenance works. 

In early 1990 MOW de:cided to develop its own Road Maintenance 
Management System (RMMS) through its TRD and RRD with the 
assistance of existing TA. The system was designed to be 
compatible and consistent for both trunk and regional roads. The 
draft RMMS and manual were pretested in 3 regions and finalized 
during FY 90/91. The FY 91/92 annual work program and performance 
budgets were developed using the RMMS for Trunk and Regional roads 
in all regions. The FY 91/92 maintenance work scheduling, reporting 
and cost accounting will be controlled and monitored by RRO/TRD 
using RMMS. All elements of the RMMS have not been developed or 
fully tested. A road inventory module and a ~odule for monitoring 
contract maintenance have yet to be developed. The RMMS will 
provide appropriate data and timely information to all levels of 
management. It is expected that computers .ill be used to assist 
TRO/RRD and REOs to summarize and analyze the data as well as to 
generate standard reports. The software to manage and manipulate 
the data has not been developed. 

The training and career development of RRD/REO staff is essential 
to ensure a sustainable program. Proposed new staffing levels 
based on the new organizational structure for RRD/REOs have not 
been set. The lack of an approved organizational chart with 
staffing levels is a serious constraint. position descriptions and 
description of duties are needed at all levels. 

Most donors have training components included in their programs and 
projects. There is some duplication and inconsistency in the 
programs. Many reports, studies and proposals have been put 
forward over the past few years, but there is not yet an accepted 
training program for RRD and REOs which coordinates all the 
participating organizations and institutions. A long-term training 
strategy is being developed through ATAP assistance. 
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MOW needs to carry out a study to "rationalize" its staff to 
reflect the shift from force account operations to contracting of 
works and decentralization of operations to the regions. Shifts of 
personnel from TRD to RRD and REOs should be considered to balance 
staffi~g ana to provide additional career development opportunities 
within MOW. 

3. Development of Local contracting Capacity 

The construction industry is perhaps the single most important 
element in Tanzania's investment program with approximately 50% of 
total capital formation (Le. roads, railways, ports, schools 
health facilities, offices, factories, irrigation schemes, dams) 
realized through this sector. Local contractors have recently won 
IRP funded rehabilitation and periodic maintenance contracts on 
trunk roads worth more than Tsh. 5 billion. In addition, local and 
foreign contractors are programmed to carry out more than 1000 km 
of periodic maintenance in FY 91/92. 

GOT/MOW and the majority of donors actively support local 
contractor involvement and the response by contractors is stronger 
than originally predicted. The problem has evclved from one of 
gathering institutional and donor support for contractor 
involvement in road works to one of developing and assisting the 
contractors to undertake a greater share of the programmed works. 

The MOW has also embraced the principal of using local contractors 
to undertake routine and periodic maintenance. There is 
conslderable potential for expansion of contractor involvement in 
this area once appropriate contract documents and procedures are 
developed. 

The rehabilitation works should be programmed to match the local 
contracting capacity. It is recommended that REOs undertake force 
account rehabilitation only if there is excess capacity after fully 
implementing the RM and PM programs. Donor programs supporting 
force account rehabilitation will decrease as the local contracting 
capacity is expanded to perform the works. 

There is no routine maintenance of regional roads presently 
undert~~en by the private sector. However, it is a high priority 
of RRD to develop documents and procedures to contract routine 
maintenance. It is the intention of RRD to introduce maintenance 
by contract at a level consistent with the REO's ability to manage 
the contracts. 

Maintenance contractors will vary in size and scope and contract 
documentation and procedures must be developed for each of the 
following classes of contractor: 

Major Contractors: These contractors will carry out 
large periodic maintenance projects. Eventually these 



29 

contractors may also be used to conduct all routine 
maintenance of a complete district or region. 

General Purpose Contractors~ These contractors will 
carry out a wide range of activities by mechanized or 
labor-based methods. They may be engaged for specific 
activities such as maintenance grading, culvert 
replacement or for all routine maintenance of defined 
roads. 

Petty contractors: These contractors will carry out the 
labor-intensive activities such as vegetation control, 
drain clearing and pothole patching. 

A national contractor registration system must be adoped to 
identify qualified contractors for different classes and sizes of 
contracts. Such a system will speed the process of prequalifying 
awarding maintenance contracts. 

While the development of the construction industry is a key 
requisite to a sustainable roads program, the development of local 
consulting engineering capacity is also an important requirement. 
The consulting industry will be expected to do much of what the MOW 
has done in the past such as designs tender document preparation, 
inspection of construction and payment verification. The industry 
is characterized by many small firms but, because of the road 
program over the last five years, their experience level is 
increasing. 

4. Reyenue Generation and Program Financing 

Forecasting program costs and estimating future revenues is a 
tricky business even if accurate, complete data are available. 
Forecasting and estimating in Tanzania is difficult not only due to 
lack of data, but also due to lack of clear GOT policies and the 
fact that most of Tanzania's income is agriculturally based which 
makes it vulnerable to weather and price fluctuations. 

The constraints to development of a sustainable financing scheme 
for the road program are many. The sources of local revenue 
available are limited and the ability and commitment of the 
government to budget increasingly higher amounts of funds for road 
maintenance is not certain. The major immediate constraint is the 
undefined scopa of the regional roads rehabilitation and 
maintenance program. 

Early in the development of IRP it was proposed that regional roads 
become the responsibility of MOW under a newly created Rural Roads 
Divisioll. It was felt that MOW and RRD would be overwhelmed by 
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taking over the entire (estimated to be 25,000 km) regional road 
network at one time. Under the IRP, GOT agreed: 

to assume responsibility for routine maintenance of 
7000 km of Regional roads in FY 91/92, increasing 
to 10000 in FY 95/96. 

to begin its periodic maintenance (PM) program with 
650 km of regravelling and 700 km of reshaping in 
FY 91/92 increasing to 1200 km of regravelling and 
750 km of reshaping in FY 95/96. A 5 year periodic 
cycle for regravelling was assumed. 

to rehabilitate 2250 km of existing regional gravel 
roads and upgrade 4500 km of earth roads to gravel 
road standards. 

In addition, it was agreed to give priority to regional roads in 11 
"Core" regions. These roads were to receive higher levels of 
maintenance funding than "non-Core" roads and also to receive the 
bulk of the PM and rehabilitation works. 

Beginning in FY 90/91, the responsibility for all regional roads 
was assumed by MOW/RRD. For FY 91/92, the total regional road 
network has increased to approximately 17000 km. This is more than 
double the network upon which the IRP program is based. The current 
MOW/RRD program for Regional roads can be described as follows: 

RRD's network will grow from about 17,000 km in FY 
91/92 to 25,000 km in FY 95/96. The increase will 
be the result of upgrading district and essential 
feeder =oads to regional road standards; 

Routine maintenance will be carried out on the 
entire network each year; and, 

Periodic maintenance (regravelling) will be carried 
out on a 7 year cycle. This means that the PM 
program requirement will grow from 2500 km in FY 
91/92 to 3500 km in FY 95/96; 

Rehabilitation of 500 km is programmed for each of 
the next 5 years. 

The comparison of the financial requirements of the IRP program and 
that required by the current MOW/RRD program are shown on 
Table II-3 
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TUlE IJ-l II£IiI CIIAI.. IIOMtI MJ IIl'DMC! I'tIOGaM EQUlISlE1lT 

JTBI fT91m fT 92J95 ""194 fT9oto!9'5 "95196 

Routi,.. IRP 7000kJI 7000kJI 8000kJI esookJI l0000kJI 
Na i nten.nc:. 

101 RRO 14500kJI 15000kJI 155000 160000 Z15OO1U11 

P.riodic IRP 1400kJI 14000 1550kJI 1600kJI 1650kJI 
Mointen.nc:. 

101 RRD 20000 2150kJI 2250kJI 23000 3500kJI 

1E1i11JlAl.. ... MJITBIAIC£ IUlCiET flJID. 'OlIO) 

ITBI "911"12 n'l2l93 "93194 n9oto!9'5 fT95196 

Routi,.. IRP 3 004 3 010 3 ~91 3 742 4 666 Ca.t/o 429 
Nainten.nc:e 

Budget uo 6525 6750 6975 7200 9675 Co.t/kJI 450 

Periodic lAP 5 754 5 970 7369 7 767 9897 Co.~LkJI 4 110 
Nainten.nc:e 

Budget RAO 20 000 21 500 22 500 23000 35 000 Co.t/o 10 000 

ToUI IRP 8 758 8890 10 960 II 509 14 563 
Nainten.nc:. 

Budget RRD 26 525 2! 250 29 480 30 425 44 675 

It is obvious th~t the financial requirements of the two programs 
differ significantly. currently, GOT is committed to financing 
100' of the recurrent budget (routine and periodic maintenance) for 
regional roads by FY 95/96 based on the IRP work program. 

In January 1991, a study was carried out under the auspices of the 
WB to assist GOT develop a program to finance recurrent maintenance 
cost for tI~nk and rural roads. The study's aim was to assess the 
present status of revenue generation in the road sector and to 
recommend a course of action for the GOT to meet the financial 
commitments of the IRP. 

The roads sector generates revenue through a number of taxes and 
fees. They are summarized along with expected level of funds to be 
generated for FY 90/91. 

1. 
2. 
3. 
4. 
5. 
6. 

SOURCE 
Excise duty 
Sales tax on petroleum 
Sales tax on veh. , spares 
Sales tax on tyres and tubes 
Road Fund (fuel tax) 
Vehicle licenses, etc. 

~ 
1.3 

14.3 
9.9 
5.S 
4.2 
0.6 

$ 35.8 

While this is the amount of funds the sector generates, only the 
Road Fund is dedicated to road programs. The other revenues go to 
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the Treasury and are reapportioned each year during budget 
negotiations with the various ministries. 

The Road Fund fuel tax has been increased to seven shillings per 
liter. This and other new taxes and fees are expected to generate 
$20 million annually. Operating procedures and priorities for use 
of the Road Fund have not yet been established. It is not clear if 
the Road Fund is meant to fully finance the road program or if 
general treasury revenues will also be required. 

C. Constraints and Conditionality 

The previous section outlines the issues MOW must address to 
achieve its objective of a sustainable system for rural road 
rehabilitation and maintenance. The constraints to meeting these 
objectives can be divided into four categories: 

absence of clear policies 
weak institutional capacity 
inexperienced private sector 
inadequate domestic financing 

This amendment deals with these constraints through two principal 
means. Thirty-five million dollars in non project assistance will 
support a multi year reform agenda. Three cash transfers of 
totalling $30 million will be made when proqram conditionality is 
attained. An initial cash transfer of $5 milU.on dollars will made 
upon signature of the grant agreement to reward past performance by 
the MOW. The MOW during the last year has drafted a sustainability 
Analysis, developed a r'oad maintenance management system, approved 
a draft construction industry strategy, adopted a set of interim 
procurement regulations and formulated a training program. These 
cash transfers will continue to support imports related to the 
transport sector. U.S.A.I.D. is considering expanding the list of 
imports to include petroleum products. This could serve two 
purposes, firstly, it could give U.S.A.I.D. leverage in discussions 
wi th MOF on fuel tax earmarks to t-!OW and the level of the fuel tax. 
Secondly it is a large source of local currency in the event demand 
for other commodities is low. U.S.A.I.D. will also investigate 
expanding the list to commodities that potentially relieve 
constraints in the transport sector and improve the performance of 
the sector. The local currency generated will continue to support 
MOW road rehabilitation and maintenance activities. 

Project assistance will be provided for analytical, training and 
management activities. Analytical studies will include yearly 
updates of the sociceconomic baseline survey, review of road 
sector financing alternatives, transport sector analysis, 
assistance to the MOW in the development of economic criteria for 
prioritizing road activities and assistance in developing a road 
inv,entory data base. The assistance will also include development 
of standard contract doc~ents for maintenance and structure 
rehabilitation. Accountants, inspectors and engineers will be 
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trained in seven regions. In addition small contractors will be 
trained in routine maintenance and training will continue in the 
Road Maintenance Management System. The PSC Engineer positior. in 
the Ministry will be extended to six years and the Mission Engineer 
to five years. 

Table 11-4 outlines the policy agenda that will be discussed with 
the GOT. This agenda will form the basis for the conditionality in 
the program. Basically there are two types of conditionality. One 
set of conditions requires the MOW to make fundamental changes in 
the way it operates. It must develop and apply economic criteria 
for prioritizing rehabilitation and maintenance activities. 
Prioritization must be expanded to classes ot roads and regions. 

These cr iter ia are necessary because the MOW wi 11 always have 
financial or physical constraints which limit the amount of 
rehabilitation or maintenance that can be done in a given year. 
The MOW is required to develop plans to generate SUfficient revenue 
to fully cover routine maintenance and partially fund periodic 
maintenance requirements by 1995/1996. 

In the past the MOW has gone to the Government each year during the 
annual budgeting cycle. It has become clear that this strategy 
will not work. Funding requirements for maintenance alone will 
reach $45 million by 1996 for a 25,000 km network. A reliable 
source ot revenue must be available. The MOW will soon receive a 
portion of the fuel tax generated by petroleum sales and this 
likely will have to be increased in the future. 

The second type of conditionality sets specific performance 
targets for MOW staft size, composition and location, volume of 
contracts awarded to the private sector, and the level of financing 
for periodic and routine maintenance. These can be measured so 
there will be little ambiguity whether they have been met or not. 
These are significant conditions however; by 1995/1996 the MOW will 
be spending nearly $4 million on routine and periodic maintenance 
in five regions, periodic and routine maintenance will be largely 
in the hands of the private sector, and 600 Jan will have been 
rehabilitated. Finally the MOW in the regions will be developing, 
awarding and administering contracts for rehabilitation, periodic 
and routine maintenance, and construction supervision. This will 
represent a significant shift in responsibility from the 
headquarters to the regions. 

D. Risk Assessment 

The 1988 ATAP document foresaw several potential risks inherent in 
the program. AID might have incorrectly assumed that rural 
transportation would remain a GOT and AID priority. In hindsight 
this risk did not materialize. Both the GOT and AID have if 
anything, a stronger commitment to the rural roads sector in part 
because of the program's succ_ss. AID might have incorrectly 
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assumed that institutional development was more ettective than 
direct project financing. There is general agreement among GOT 
officials and donors that AID has followed the right approach in 
developing the RRD and private sector contractors. AID worried 
that it might get out in front of other donors in its emphasis on 
private contractors. AID did get out in front but this, in fact, 
had a positive effect of directing the approach for other donors to 
follow. AID felt that the GOT might not be able to reorganize and 
rationalize responsibilities for road works. The GOT did 
reorganize its ministries creating in 1990 a Ministry of Works 
responsible for all trunk roads, regional roads, and essential 
district roads. Finally, the heart ot AID's program was the 
reliance on private sector contractors. They do exist in Tanzania, 
they can rehabilitate roads and they will invest in equipment. 

with experience comes more insight. While many of the risks 
foreseen in 1988 either did not materialize or proved manageable, 
a number of risks still remain. 

Poli~ 

The GOT has stated that MOW will evolve from a "blue collar" 
ministry responsible for carrying out road construction to a "White 
collar" ministry responsible tor managing road works. Government 
wages are very low. A senior engineer in MOW currently takes home 
less than $40 a month. In order to attract and retain qualified 
staff, MOW needs to improved its wage - benefit package and add 
incentives. However, MOW cannot do this in isolation from all the 
other GOT ministries. There are only two ways for the GOT to 
improve wages. The first would entail increasing its budget for 
civil servant salaries. It cannot do this because of IMF imposed 
budget ceilings. The alternative is to reduce its overall 
workforce. This flies in the face of Tanzania's long-held but 
unstated policy ot givi.ng a job to practically anyone who wants 
one, in order to keep down unemployment and possibly avert civil 
unrest. No one would dispute that qualitied GOT statf ought to get 
better pay. However converting a good idea into government policy 
may prove problematic. The GOT will have to consider special 
incentives such as GOT provided housing and transport tor engineers 
which has been done in the past for MOs and professors. This will 
particularly be necessary in the regions where supplemental 
employment opportunities are few. 

Institutions 

Tanzania has a history 'of periodically reorganizing ministrids and 
departments. The Ministry responsible for roadworks has undergone 
three major reorganizations since independence, and it is more 
stable than many. No sooner had the new Ministry of Works been 
established, with a Trunk Roads Division and Rural Roads Division, 
than various GOT and donor officials began discussing a merger of 
trunk and rural roads. The reasoning ran that having two divisions 
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is really a duplication of effort. While this argument has a 
certain logic, it fails to consider that MOW has for many years 
been responsible solely for trunk roads and staff have consequently 
developed a bias. Without a separation of personnel, planning and 
budgeting for an initial period of time, rural roads would most 
likely get short shrift. The risk of merger before the RRD can 
hold its own is somewhat countered by our presence. 

capacity 

With reorganization, the RRD has become responsible for all 
regional and essential feeder roads totalling nearly 25,000 Jan. 
Responsibility for the 50,000 Jan of district and unclassified roads 
still falls to the district councils and is budgeted through the 
Ministry of Regional Administration and Local Government. However, 
district councils have neither the qualified personnel nor the 
funds to adequately maintain this vast network. It is possible 
that pressure will be exerted on MOW to take over responsibility 
for the majority of rural roads. This would no doubt overwhelm the 
fledgling RRD. 

Financing 

Under the IRP the GOT has committed itself to financing about $15 
million of routine and periodic maintenance from its own budget by 
1995/96. This fiqure is closer to $45 million if the expanded 
network is included. Tanzania has experienced a positive growth 
rate the past five years. Some economists and proponents of policy 
reform would attribute this to the Economic Recovery Program. 
While good policies are undoubtedly important, the positive growth 
is also a result of good weather. Tanzania relies on agriculture 
for sot of its GOP and 80t its export earnings. If the country 
enters a cycle of bad weathel, this will adversely affect the 
economy which in tuxn will play havoc with the GOT budget. It 
might be difficult to raise even $15 million. Regardless of its 
good intentions, the GOT may have such severe strains on essential 
allocations of funds, it may not be able to fulfill its commitment. 

Private sector 

The very commitment of the GOT and donors to private sector 
contracting for road works poses the risk that demand will 
overwhelm supply. Contractors, eager for business, may take on 
more work than they can handle and consequently perform less than 
satisfactorily. Poor performance might give private sector 
contractors a bad name prompting a return to force account road 
construction. It is felt that by awarding small maintenance 
contracts along side larger rehabilitation works, new companies 
will gain the experience required to eventually take on larger 
contracts. 
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Donors 

The IRP involves 16 donors, all with their own polices, procedures 
and special interests. The GOT has shown a remarkable capacity to 
more or less accommodate them all. The IRP was only launched 
officially in March of 1991, although some donors have contributed 
to road rehabilitation and maintenance for a considerable length of 
time. Donor commitments run through 1995/96 even though everyone 
readily admits a sustainable rehabilitation and maintenance program 
could take longer to be achieved. The question is: will donors 
stay the course? The risk is that they won't, being satisfied with 
the immediate, more easily attained successes. Donor fatigue may 
set in before sustainability is assured. 
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III Update ot Feasibility Analyses 

A. Institutional Analyses 

1. Bank of Tanzania 

The Bank ot Tanzania (BOT) manages the toreign currency reserves 
ot the Government of Tanzania. One ot its major roles is to issue 
Import Licenses through the Directorate ot Import Licensing. There 
are various import support programs tunded by donors. The GOT also 
allocates a portion ot its toreign exchange reserves tor imports. 

Applications are submitted to the Directorate ot Import Licensing. 
Normally a covering letter from the importer specities what program 
he is applying for. In the case of the U.S.A.I.D. program, 
applications are reviewed by both the Director of Import Licensing 
and by the Import and Data Analysis Branch. Applications are 
checked for 

eligibility of commodities 
completeness ot the import license application (includes 
pro torma invoices) 

When a batch of import licenses have been screened they are sent to 
U.S.A.I.D. for concurrence. Once this has been received, the BOT 
sends a "letter of allocation" to the importers. The allocation 
letter shows the amount ot the approved allocation and the approved 
commodities. The letter also instructs the importer to deposit the 
Tanzania shilling equivalent into the CRDB and establish a Letter 
ot Credit. Import Licenses we~e initially valid for six months. 

A review of the licensing system in 1990 by Deloitte, Haskins and 
Sells (DHS) for U.S.A.I.D. found that the process runs smoothly. 
Applications were processed in a reasonably timely way. 
Applications were adequately tiled at the BOT although there was 
room for improvement in the tiling system. There was a good 
working relationship between U.S.A.I.D. and BOT. DHS did find that 
the BOT relied heavily on U.S.A.I.D. tor its review of 
applications, basically fOI1ro'arding the applications with little 
screening. 

In the last year or so there has been a noticeable improvement. 
Very few ot the applications sent over by the BOT have been 
rejected by U.S.A.I.D. This could be due to importers better 
understanding requirements ot the program but the BOT has improved 
its review process. 

Another problem area centers around the issuing of import licenses. 
Many licenses are issued for which no local currency is deposited. 
Importers, particularly the public sector, apply for licenses, and, 
when they are approved, begin to search, otten unsuccessfully, for 
the cash cover. The large number of import licenses that expire 
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make it diff icul t to predict the dollar drawdown rate. As the 
funds in the dollar account approach zero, the BOT has issued 
import licenses in excess of the dollars available. The account 
actually reached zero this summer because of delays in releasing 
the first tranche of ATAP funds. In some cases importers deposited 
local currency f~r which no dollar LCs could be opened. Customers 
were given the option of keeping the local currency on deposit and 
locking in the exchange rate or obtaining refunds. In order to 
approve funds control, the Bank has shortened the validity of an 
import license to three months from six months. 

2. Nationa! Bank of COmmer~ 

The National Bank of Commerce (N.B.C) is the major commercial bank 
in Tanzania and from 1970 to 1984 was the only commercial bank on 
the mainland. N.B.C has a network of almost 200 branches across 
the country and over 200 mobile offices. Over 90' of the deposits 
are in the N.B.C. Until 1989 N.B.C was the only mainland bank 
allowed to open Lettp.rs of Credit. N.B.C's rapid expansion of its 
branch network without the necessary planning and trained 
personnel, led to a sharp decline in quality of service in both the 
established and new branches. N.B.C. also had the typical problems 
of parastatals, low employee morale in part because of low 
salaries, no accountability, and little concept of customer 
service. 

N.B.C managed the initial $6 million under the AEPRP transport 
sector program. There were a number of early problems including 
the transfer of the funds to a German Bank f~.'om Morgan Guaranty in 
New York. The funds were transferred back to Morgan when the 
Mission learned of the transfer. 

Early in the progralil interest was not credited to the account 
inspite of the agreement to do so. U.S.A.I.D. has never received 
a clear explanation from N.B.C. why thi~ was the case. Problems 
also were encounted in accounting for the dollar disbursements. 
statements were not forwarded in a timely fashion by N.B.C., the 
reporting was not clear and it was difficult to find out who was 
responsible for the account at N.B.C. The Mission Commodity 
Management Officer .pent a good deal of time monitoring the account 
and attempting to communicate with N.B.C. and Morgan. 
AID/Washington's assistance had to be enlisted to try to get 
replies to the Mission enquiries. All of these factors let to the 
Mission's decision to transfer the second $6 million to C.R.D.B. 

3. Co-operative and Rural Development Bank 

CRDB's primary function in the early stages of the transport sector 
program was to maintain an interest bearing Special Account into 
which the local currency cash cover from importers was deposited 
and from which disbursements to the MOW were made. To date the 
reporting by CRDB has been clear and timely. Reports are received 
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on a monthly basis which show opening balance, deposits by 
importers, interest, wi thdrawls, and the closing balance. The 
system has been effective in ensuring cash cover is paid. One 
concern that had been noted was that communications between branch 
offices and the home office were sometimes slow and local currency 
depos its were not transferred in a timely manner. This hadn't been 
a major problem because interest had been credited retroactively. 
Another concern identified in the DHS study was that CRDB did not 
appear to have developed systems to monitor payment of the cash 
cover that is deferred. Over the last year or so a number of steps 
were taken to address this problem. CRDB has been crediting the 
Local CUrrency Account in a timely fashion when the imported goods 
arrive in country. 

In late 1989 CRDB received authorization from the GOT to open up 
LCs in competition with the NBC. Because of problems with NBC, the 
Mission transferred the second $6 million under the transport 
sector program to CRDB. In general the reporting from CRDB on the 
dollar account through its correspondent bank, Bankers Trust in 
London, has been good. Interest has been credited to the account 
on a regular basis. There have been a coupls of problems however. 
One is that the time between the deposit of local currency and the 
opening of the LC is too long even though CRDB operates the local 
currency account. One part of the Bank does not communicate well 
with other parts. Another problem is CRDB does not manage the 
dollar account closely and at times has been unaware of the balance 
in the account. Instructions have been sent to Bankers Trust to 
open up LCs when there were insufficient dollars in the account. 
The U.S.A.I.D. Commodity Management Officer has in a number of 
other cases raised questions about the account that CRDB has been 
very slow to answer. The CMO is working with CRDB to improve their 
management of both the dollar and local currency accounts. 

4. Rural Roads Diyision 

In the past, rural road rehabilitation and maintenance received 
little attention. Although part of the problem was budgetary, a 
fr~qmented institutional responsibility in the regions and 
district. contributed to the problem. MOW was responsible for 
trunk roads, the Prime Minister's Office for regional roads and the 
Ministry of Local Government for district roads. The Prime 
Minister's Office and the Ministry of Local Government had many 
other responsibilities and, as a result, roads were often 
neglected. This was most apparent at the district level where 
budgets wet'e very tight and where there was very little technical 
and managerial ability. In response to this situation, a Rural 
Road Division (RRO) was established within the MOW with overall 
responsibility to plan, budget, and implement a rational 
development and maintenance program for non trunk roads. About 
25,000 lems of non trunk roads (formerly regional and district 
roads) were reclassified as regional roads under the re.ponsibility 
of the MOW. 
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The specific functions and responsibilities of the RRD are: 

Authority for setting policy guidelines, developing 
priorities, contracting strategies, and procedures for 
rural road rehabilitation and maintenance. 

Advice and participation in the annual budget preparation 
for rural road maintenance to ensure that the budget 
fully reflects the cost of the work to be done and the 
implementation capacity of the institutions involved. 
Actual responaibility for the preparation of the annual 
budget rests with the Regional Engineers Office (REO) 
under the MOW. 

CUrrently RRD is staffed with five engineers, two technicians, and 
two secretaries at the MOW headquarters. At the regional level one 
rural road engineer has been assigned to each of the twenty regions 
of the country. The rural road engineer reports to the regional 
engineer who also supervises a trunk roads engineer. 

When the RRD was first established in 1989/90 an annual budget 
amounting to TShs.65 million was allocated to cover headquarters 
costs. The budget for RRD in 1990/91 was increased by 1.2 billion 
TShs. and by 1.5 billion TShs. for FY 91/92 to cover recurrent 
maintenance costs. 

RRD is being asked to maintain more of the district and urban road 
networks because of the lack of expertise at the district level, 
greater capability within the RRD, and better access to donor 
~inancing. However this taxes RRD's ability to do its own work. 
It certainly has the capability of taking on more work but does not 
yet have the capacity. 

The staff assigned to the RRD at the headquarters and regional 
offices is a dedicated and e~rlcient group of engineers and 
technicians. However, with the work program and activities being 
underta}c.:..~ and planned by the RRD, supplemental staff is required. 
At the hea~quarters more engineering staff will be required over 
the next ~~ee years, as well as supporting staff such as 
secretaries and ~ccountants. In ths regional engineering office 
inspectors, accountants and other supporting staff will also have 
to be assigned to carry out the increased responsibilities for 
managing rehabilitntion and m~intenanc~ construction. 

The ~xecution of maintenance and rehabilitation operations have 
been decentraliz£ld to REOs under the direction of the REs. 
contract: c~n be developed and signed at the regional level for 
maintenance ana supervision. The regions will increasingly become 
the focus of rural road activities with RRD's role in the future 
evolving to one of standards setting, donor coordination, training, 
national budget preparation and policy guidance. 
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There is still uncertainly as to the structure of the Roads 
Division within MOW. A proposal to consolidate Trunk Road Division 
(TRO) and RRD is under consideration. So are proposals to raise 

. both TRD and RRD to directorate level, to establish a special 
planning unit to coordinate TRD and RRD, and to establish a new 
Inspectorate Division. U.S.A.I.D. is concerned about any 
reorganization plan which diminishes the responsibility and 
effectiveness of the RRD. We feel that combining responsibilities 
with trunk roads could lead to emphasis on trunk roads at the 
expense of rural roads. The size of the network (25,000 km), 
different types of construction and maintenance, and r~quirements 
for different types of contractors would make it difficult to 
combine the two divisions. 

5. Tanzania Private Sector contractors 

As recently as t'A1o years ago, involvement of the local private 
sector in MOW's road program was nil. The issue of private sector 
involvement was debated and, with the urging and support of donors 
and the local construction industry, it was endorsed by the GOT. 

The GOT/MOW began supporting the local contracting industry through 
the USAID funded Core Rural Roads Program (CRRP) program, the IDA 
funded Trunk Roads Regravelling program and the IDA funded 
emergency and periodic maintenance works. The IDA programs are 
open to both foreign and local ccmtractol"S, while the CRRP is 
restricted to local contractors. 

At the time CRRP was developed, there was a !~ear that the capacity 
of the local construction industry was not sUfficient to undertake 
the work. But, the response of the local construction industry has 
far exceeded original expectations. In December 1989, the first 
rehabilitation contracts were awarded to local contractors. Since 
then, MOW has awarded a total of seven contracts for the 
rehabilitation of gravel roads. The total value of these contracts 
is approximately $20 Million. A further twelve contracts will be 
awarded prior to the end of 1991. 

Rehabilitation Works 

The local contracting capacity for large (greater than $1 million) 
rehabilitatiol1 contracts will be stretched once the 12 pending 
contracts are awarded. There about 10 local contractors 
prequalified for major contracts and virtually all will be 
executing large rehabilitation contracts by the end of 1991. 
However, there are a large number of smaller contractors, mostly 
with building construction experience which are available if 
appropriate sizes of contracts and types of work are tendered. In 
addition, a program to assist and support local contractors is 
available through the National Construction Council which has been 
implementing a program to train and assist local contractors to 
execute rural road rehabilitation and maintenance. 
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Periodic Maintenance 

The GOT/MOW have also embraced the principle of using private 
sector contractors to undertake routine and periodic maintenance 
and their involvement will begin this financial year. There is 
considerable potential for expansion of private sector involvement 
in this area. 

Over 60 firms responded to a prequalification notlce for periodic 
and emergency maintenance (PM) works including 50 Tanzania 
contractors. Forty two contractors were prequalified including 30 
local contractors. A number of local contractors were prequalified 
without possessing loot of th~ required equipment, but they showed 
an ability to hire/purchase the equipment if awarded a contract. 
This shows both a strong commitment on the part of GOT and a strong 
response from the local contracting industry. 

For its FY 91/92, HOW has taken the very ambitious approach of 
contracting nearly all its PM Works. The IDA aqreed to fund up to 
85t of the costs provided the works were contracted. Because of 
IDA regulations and concern over the limited capacity of the local 
private sector, the prequalification and bidding were open to 
international firms. The annual size of the PM program is about 
$30 million including both trunk and rural roads. 

RRD's PM program is based on a seven year recurrent cycle for 
regravelling. This means that the PM needs will grow from 2000 km 
in FY 91/92 to 3500 Jon in FY 95/96. The immediai:e capacity of the 
local construction industry to carry out this program is doubtful; 
therefore, foreign firms and the REOs through force account will 
need to undertake a portion of the program. 

The mix of contract and force account PM will be assessed annually 
in each region. The proportional split will be determined by 
contractor availability and capacity in the region and the 
capability of the REO. The amount of donor support to a region 
will also be a factor until it is phased out by FY1995/96. 

Routine Maintenance Works 

There is presently no routine maintenance (RM) of regional roads 
undertaken by local contractors; but, it is a high priority of 
MOW/RRD to begin RM contracting. Under the IRP, the HOW/REOs are 
authorized to use special Interim Procurement Regulations for 
contracting works. The Contracts Control unit of HOW has begun to 
develop documents and procedures for contracting routine 
maintenance and other minor works. It is the intention of M~W/RRD 
to introduce maintenance by contract to the limit of the REO's 
ability to manage the contracts. 
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The majority of local contractors are engaged in building works. 
~hese contractors have varying potentials for expanding into civil 
works, but many are well managed and are capable of undertaking 
smaller contracts especially bridge and structural works. 

Financial constraints of the construction Industry 

The primary constraint to expanding the private sector capacity is 
the lack of capital to purchase equipment. The problem is 
compounded by the gener~l unavailability of credit. Local banks 
are short of cash to lend to contractors and interest rates are 
presently 25\ to 30\. 

Local contractors have no ready access to foreign exchange for 
spare parts and hiring foreign experts to help manage their 
operations. Recent changes in the banking laws have allowed local 
firms to open forex accounts but the limitations on the accounts do 
not yet permit contractors the access and control they need to 
operate efficiently. 

contractors have access to foreign exchange through several 
programs such as the OGL and import support whereby they can 
legally convert Shillings to hard currency for the importation of 
equipment and spares. These programs are essential, but the 
contractors must still come up with loot of the Shillings. It 
normally takes fro~ 3 to 6 months from the time of application to 
the time of delivel'y of commodities procured through these schemes. 
This is workable for large equipment purchases or bulk orders of 
spares, however, the procedures are not responsive to the often 
immediate needs of the contractors for specific spares. 

The most readily available source of 
would be foreign exchange bureaus 
evaluating the situation and is 
regulations to govern these bureaus. 
years they will be a reality. 

hard currency for contractors 
trading daily. The GOT is 

developing the rules and 
Hopefully within the next fe~ 

Under the IRP, MOW is establishing a parastatal plant-hire company, 
PERCO which will hire plant to both REOs and local contractors at 
commercial rates. A second, private plant hire company is also 
planned during the IRP. This will increase equipment available and 
might be particularly useful to smaller contractors. There is a 
risk that the GOT will end up subsidizing plant pools if there is 
low usage, undermining the private sectors. The volume of force 
account work vs private sector contracting will have to be closely 
monitored. 

Local Consulting Industry 

Tanzania has a very active consulting engineering industry with 
over 100 registered firms. Most firms have experience in design 
and supervision of buildings and site development, but little 
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experience in road works. In the past, road design and supervision 
was primarily carried out by international firms with only limited 
involvement by local firms. 

It is GOT/MOW policy to maximize the use of local consultants and 
dew~lop the local capacity to design and supervise road works. 
Under the CRRP, eight contracts have been awarded to local private 
sector firms tor the design and supervision of regional roads. 
Most international consultants are encouraged and otten required to 
joint venture with local consultants when submitting proposals. 

An approved strategy for involving local consultants in the 
supervision of PM and RM contracts has yet to be developed. REOs 
have the authority to contract with consultants, and it is expected 
that they will contract supervision and design works to local 
consultants if they lack the in-house capacity to carry out the 
tasks. RE's feel they "only" need transport and dollars and then 
they can handle the supervision work. They will be reluctant to 
spend their own funds for this service in t~e absence of a clear 
policy. 

The acceptance by MOW of private sector involvement in road 
rehabilitation contracts and GOT/MOW acceptance of contract 
procedures and standards has happened quickly and is still gaining 
momentum. GOT/MOW and most donors actively support private sector 
involvement and the response of the private sector is stronger than 
originally predicted. The problem has evolved from one of 
gathering institutional and donor support for private sector 
involvement in road works to one of developing and assisting the 
private sector to undertake an ever greater share of the programmed 
works. 

B. Technical and Financial Mlalyses 

1. Import Support Program 

Demand for resources under transport sector program was initially 
weak. It took two years, May 1988 through May 1990, to open $5 
million in Letters of Credit. However, demand for the resources 
increased considerably as evidenced by the opening of $7 million in 
LCa from May 1990 to June 1991. Table III-1 lists quarterly 
deposits of shillings into the Local CUrrency Account. There were 
two primary reasons demand was initially weak, firstly the banks 
involved ~nd the importers were unfamiliar with the program and 
secondly t~e list of eligible items was initially too restrictive, 
including only constru~tion equipment and sparn parts. 

The eligibility list was slowly expanded. In December of 1988 raw 
materials for fabricating and reconditioning spare parts and raw 
materials for retreading tires were added. In mid 1989 the list 
was expanded to include lubricants and capital equipment for 
retreading vehicles tires, manufacturing brake linings, and 
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machining vehicle parts. In Auqust of the same year, trucks in the 
3-9 ton range were included and in February 1991, all trucks up to 
18 tons. The increase in demand was primarily due to the inclusion 
of lubricants and trucks. However, given the numbers of repeat 
customers, familiarly and satisfaction with the program were also 
reasons for increased usage. 

The program has tried to be flexible. Importers of spare parts for 
construction equipment (the local Caterpillar dealer) and trucks 
wanted a facility to import parts quickly to respond to customer 
requests for equipment that couldn't be furnished off-the-shelf. 
USAID worked with thQ BOT to approve general import licenses with 
the only stipulation tbat the parts be in tho supplier's catalog. 
Letters of Credit were then opened and parts were order.ed as 
customers needed them. This cut down waiting times from as much as 
3-6 months to less than one month. 

TAIlE 11J-1 
LOCAl. aJII£ICf DEJIOClT1 

NIUT 
fOrCD (OlIO) SlIUIIGI 

JulY'SlQtllllber 'M 63 4~ 

October-Oecllllber 'M 44 L 767 

J ..... ry· ... rc:n 'M 52,554 

Apr n· JI6W '119 95 396 

Julv·s."tllllber '119 46186 

October·_~tllllliler '119 261 412 

J ..... ry· ... rc:n '90 136 153 

April'JI6W '90 104,990 

JuIY'!!ftllllliler '90 275 062 

October·Oec..,.r '90 622 329 

J ..... ry· ... rch '91 349 594 

"8rch'JI6W '91 293,071 
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The transport sector program competes with the Open General 
Licensing System (OGL). With the exception of small trucks less 
than 3 tons, trucks have been removed from the OGL negative list. 
In the near future the OGL negative list will likely be further 
reduced and small trucks will be included. Although there will be 
increased competition the U.S.A.loD. program enjoys some 
advantages. In addition to responding to importers particular 
needs, such as the example mentioned previously, importers know 
that if they have any problems they can come to U.S.A.I.D. and that 
the mission is prepared to work .ith the GOT to solve them. 

The eligibility list might be expanded to include primary petroleum 
products (Le., crude oil for further refining _nto gasoline). 
Financing petroleum products could give USAID leverage in 
discussions with the GOT on energy pricing and the use of fuel 
taxes as a ~~pendable source of revenue to finance the growing 
budgetary requirements of the MOW. While the GOT has taken some 
tentative steps in allocating a portion of the fuels tax to roads 
(7 shillings per litre), the requirements are much larger. Road 
sector financing is a key part of program conditionality and is key 
to the overall objective of the program - to fully establish a 
sustainable system for road rehabilitation and maintenance. 

Another area of potential demand is the construction sector. 
Contractors are beginning to believe that road rehabilitation and 
maintenance through the private sector might just be for real. 
Contractors will have to invest in equipment in order to compete 
for work. The market for spare parts should also increase. USAID 
is supporting sufficiently high mobilization payments that will 
allow contractor to purchase some of their equipment requirements. 
We are also willing to work with construction contractors to take 
advantage of our program, and to include equipment contractors 
might need on the eligible list. 

Rasing the necessary local currency for cash cover could pose 
problems. Credi t is generally unavailable and banks have been 
unwilling to issue many letters of guarantee. USAID is resisting 
the temptation to get into a credit program and, at this time, is 
not willing to relax its requirements beyond the 20\ down, 80\ at 
the time the goods arrive in Tanzania with a bank letter of 
guaranty. We believe credit is a function of the financial sector 
and that w. should resist the temptation for a quick fix by 
providing the financing ourselves. Tanzania has to reform 1 ts 
financial institutions and allow private banking. The Mission will 
be discussing this in the context of this program and in other 
meetings with Donors and the GOT. 

2. Rehabilitation and Maintenance Requirements 

The MOW has developed through its Road Maintenance Management 
System detailed maintenance and rehabilitation plans by region for 
the next three years (Table 111-2). 
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TAILE 111-2 
• .tYblllt.tlan InIf .. Int_ ca.te '" lwian 

TOTAL FT91192 FT 9ZJ9J FT9319' 
I£GU. ICWI 

IE1\aI ElM ... • lEW .. • IIEIIM ... .. DIS 

ARUSHA I 268 · 45 I 223 · 207 I 061 · 252 I 016 

COAST 709 · 109 600 · 182 527 · 150 559 

D'SALMJII 550 · 118 432 · 100 450 · 120 430 

DOOC»4A 747 100 647 · 149 598 · 151 596 

IRINGA I 098 216 n 7111 245 90 1 006 210 163 933 

KAGERA 847 120 99 645 115 141 699 110 147 700 

KIGCJIA ru · 82 641 · 143 580 · 145 578 

K' JARO 716 105 58 L8II 122 114 602 127 120 5% 

L1NDI 624 31 123 537 35 183 431 35 173 ""1 

MARA 618 · 46 5n · 122 496 · 124 494 

NBEYA I 711 215 127 1369 157 147 1 564 168 121 I 590 

NOIIOGOAO 96S 65 106 767 100 120 S48 70 154 814 

NTIo/AU 873 35 54 7!14 30 lOS 768 40 160 713 

N'WANZA 1 261 50 101 1110 62 150 1 111 · 230 I 031 

RUKWA SS4 · 65 764 · ~ 759 75 170 684 

RlMJMA 704 129 96 479 ''''' 130 574 134 161 543 

SHINYANGA 946 154 70 722 165 lID !36 · 110 S36 

SINGIDA 803 · 116 687 · 130 673 · 161 642 

TABOItA 1 006 · 115 876 · 115 891 · 120 S86 

TANGA 904 101 65 738 116 150 754 ~ 167 737 

TOTAl 17 9111 I 221 'Lm 14 892 I zg1 2690 15 2211 I 064 3099 14 819 

COST ICM 130 000 .,0 000 1450 130 000 .,0 000 1450 130 000 S10 000 1450 

TOTAL COST 
<MILLlOII S) 36.6 17.2 6.7 31.7 26.9 6.9 31.9 31.0 6.7 

TOTAL yw~~ 
COST S MIL 160.5 .n.5 169.6 
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These plans break the requirements down into three categor ies; 
rehabilitation, routine maintenance and periodic maintenance. 
Rehabilitation is defined as restoring to MOW specified 
maintainable standards, those sections of regional roads which were 
previously designed and constructed to regional road 
specifications. sections of the regional road network not 
previously engineered and constructed to regional road 
specifications will require upgrading to bring them to a 
maintainable standard. 

Routine maintenance is comprised of a set of activitie. which must 
be continuously applied to the road network to en.ure that the 
designed level of service and the initial capital investment are 
preserved. For regional roads, the principal activities are 
grading, clearing drains, veget~tion control, culvert cleaning, and 
minor structures repair. 

Periodic maintenance is comprised of a set of maintenance 
activities which are carried out at specific intervals to ensure 
that the designed level of service and initial capital investment 
are preserved. For regional roads, the principal periodic 
maintenance activities are regravelling gravel roads, reshaping 
earth roads and replacing timber bridge decks. The cost per km for 
each of these types of activities can be estimated in order to come 
up with an estimate of total costs. Based on an network of 18,000 
km and the assumed levels of rehabilitation and maintnenance, 
yearly costs vary from $60 to $72.5 million. At 25,000 km, which 
is the most recent estimate of network size, the requirements are 
proportionally higher. 

The U.S.A.I.D. program over the next three years focuses on five of 
the seven regions that were identified by the GOT as key areas for 
the production of export crops. Rehabilitation construction 
contracts are underway in one region Shinyanga and soon will be 
signed for Mwanza and Kilimajaro regions. The other two regions 
that the program is likely to focus on are Iringa and Ruvuma 
although the program could possibly include Mbeya and Kagera 
regions. The conditionality in the program requires that the MOW 
funding for routine maintenance increase from 50' to 100' over 
three years on a prioritized network of 4000 km. Using $450 per km 
the GOT contribution would increase from $0.9 to $1.8 million. For 
periodic maintenance the MOW contribution would increase from 15% 
to 50' over a three year period. Using a periodic maintenance 
target of 400 km per year the cost would increase from $0.6 million 
in year one to $2.0 million in year 3. The MOW program in those 
regions is outlined in table III-3: 
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TUlE 111-3 
lUI progr .. In Irl'::llCllI~j_. 
~ -.u. SIIi~ 

Total 
.. twort 1991/1992 199211993 1993/1~ a-

lIND '" • 1t.Nb '" • 18h8b '" 
Irina. 1 098 216 n 781 245 90 1 006 210 163 

1C111..,i.ro 716 105 sa 4aa 122 ,,4 602 127 120 

I1NU118 704 129 96 47'9 144 1~ 574 134 161 

MwlnU 1 241 50 101 1 110 62 '50 1 III 0 230 

~inylng8 946 154 70 722 165 110 !36 0 110 

ToUl (til) 47'1J5 654 402 1580 731 ,. ,'29 4n 7'14 

Ca.t/kJI S30 000 S10 000 1450 S30 000 S10 000 10450 S30 000 S10 000 

Tot.l Ca.t 
(S .i ilion) S19.6 14.0 S1.6 122.1 S5.9 S1.9 S14.1 S7.8 

GOT contribution 0 0.6 0.9 0 1.3 1.3 0 2.0 

f~lng GIO S19.6 13.4 10.7 122.1 14.6 10.6 S14.1 15.8 

Counterpart funding 

The counterpart funds in the program would be used for 
rehabilitation, periodic and routine maintenance. The following 
tables outline the sources and illustrative uses of the counterpart 
funds 

T8ble 111-4 
SOUraI of FI6Idi 

MoIIt 
Protr. (S.fllIon) 

1987 Tr.wport 
sector P~r_ 12 

1988 ATAI 5.21 

1989 AT AI MwdIIent 5.2 

1991 ATAI MwdIIent 35 

Total 57_41 

1M 

933 

596 

543 

1 031 

SJ6 

3939 

$450 

S1.8 

1.8 

10.0 
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Tlbl. III" 
u •• of flftW 

T.,.pe of ~t T.,.pe of ~t Type of ~ 
location Ac:tfvity (III) Activity (III) Actfvltv ct.) Total 

Shi"yanga "nabl I I tat I on 7.5 PM 2.9 11M 0.3 10.7 

ICf I I."jaro .. habf II tat I on 7.5 PM 2.4 11M 0.2 10.1 

MIIanIl "habilitation 3.0 PM 2.5 11M 0.35 5.8 

Iringa .. habi I I tat Ion 15.7 PM 2.2 InII 0.3 18.2 

.~ Rehabl Ii tat Ion 6.5 PM 3.5 11M 0.2 10.2 

5 r~iOl'W ~rvf.ion 2.0 . 0.2 11M 0.2 2.4 

Slbtotal 42.2 13.7 1.5 57.4 

The rehabilitation needs are in excess of the funds available while 
the periodic and routine maintenance requirements closely 
approximately the funds available. The above uses of funds is 
indicative and will be evaluated each year by the Interministerial 
Steering committee that manages the local currency account and 
changed, if necessary, to account for actual construction cost, 
exchange rate var iations and changes in program emphasis. An 
example of changes in program emphasis might be greater resou~ces 
devoted to routine maintenance at the expense of rehabilitation or 
periodic maintenance. 

3. Technical AssiBt~nce. Training and Equipment Requirements 

The principal technical assistance provided under ATAP has been a 
Contract Specialist who is located in the RRD. Over the last year 
and a half the Contract Specialist has worked closely with the RRD 
to: 

initiate rehabilitation and construction supervision 
contracts on four sections of road in Shinyanga Region. 

tender, negotiate and sign three other construction 
contracts in Shinyanga, Mwanza and Kilimanjaro 

finalize rehabilitation design in Iringa, Mbeya, Ruvuma 
and Kagera regions 
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develop with the RRD and other donors detailed 
rehabilitation and maintenance schedules, cost estimates, 
equipment and manpower requirements on a regional basis 

draft the RRD long term sustainability analysis 

coordinate with other donors involved with the RRD and 
with the IRP. 

During trips to the construction site the Contract Specialist has 
worked with the regional rural road engineer, construction 
supervisors and contractor to define respon.ibilitie. under the 
supervision and construction contracts. Aa a result of these 
activities, he has developed a close working relationship with the 
RRD, senior managers in the MOW, other donors, contractors and 
engineering firms. More importantly, he has involved his 
counterparts in the process with the result that the RRD has 
developed significant expertise in construction contracting, budget 
estimating and planning. 

One of the key duties of the Mission TCN Engineer, who is project 
funded, has been to help the RRD outline the program to the MOF. 
The Mission Engineer is responsible for normal implementation 
duties such as outlining to the MOW and MOF their responsibilities 
under the Grant Agreement, reviewing documentation submitted by the 
GOT to satisfy CPs, reviewing design, supervision and construction 
contracts and recommending whether they be funded under the 
program, keeping records of disbursements from the local currency 
account, estimating future needs for local currency and submitting 
project implementation reports. The Mission Engineer also plays a 
key role in determining what the RRD needs to develop sustainable 
maintenance programs and how it will go about doing it. The RRD 
and the Mission Engineer, have worked closely on the formal 
training program and, along with the MOF, on the management of the 
local currency account. The formal training program has included 
training in rural road maintenance in Kenya and the u.S. 

Under the program, the following levels of technical assistance 
training and equipment have been provided through August 31, 1991. 

Expenditure. to August 1991 
Project management 

PSC Ministry of Works 
PSC Mission 
Short Term TA, COWIConsult 

Sub-total 

Training 
Training in U.S. 
Computer Training in Tanzania 
Training in Kenya 

Sub-total 

$ 300,000 
$ 150,000 
$ 100,000 
$ 550,000 

$ 20,000 
$ 3,000 
$ 7,000 
$ 30,000 



Monitoring and EValuation 
DHS study 

Sub-total 

COmmodities 
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Office equipment, vehicles 
Sub-total 
Total to date 

$ 30,000 
$ 30,000 

$ 70,000 
$ 70,000 , 180,000 

The project component of the program will be amended to provide the 
TA, traininq, and equipment requirements necessary to help the RRD 
achieve its objectives outlined in the sustainability analysis. 
The followinq illustrative budqet has been developed: 

Project Management 
PSC Ministry of Works 
Mission PSC 

Sub-total 

Technical Assistance 

4.3 x $200,000/yr 
4.3 x $150,000/yr 

Road Inventory Data Base Development 
0.5 yrs x $200,000/yr 
Bridqe and structures Inventory 
0.5 yrs x 200,000/yr 
Economic criteria Development to 
Prioritize Road Maintenance Activities 
0.25 yrs x $200,000/yr 
Development of Standard Maintenance 
Contract Documents, and Procedures 
0.25 x $200,000/yr 
Transport Sector analyses 
0.5 x $200,000 

Sub-total 

Training 
Contract Supervision for Enqineers 
and Road Inspectors in five reqions 
O.~ yrs x $200,000/yr 
Manaqement of Petty Maintenance Contracts 
for Enqineers and Accountants and 
Contractor Traininq 
1.0 yr x $200,000 
500 kilometers x $450/k 

Sub-total 

Monitoring & Eyaluation 
Socio-economic impact data 
collection and evaluation (yearly) 
Project evaluations (2) 
villaqe studies (4) 
Audits 

Sub-total 

$ 860,000 
$ 645,000 
$1,505,000 

$ 100,000 

$ 100,000 

$ 50,000 

$ 50,000 

$ 100,000 
$ 400,000 

$ 100,000 

$ 200,000 
$ 225,000 
$ 525,000 

$ 340,000 
$ 180,000 
$ 75,000 
$ 100,000 
$ 695,000 
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Equipment 
Three 4 wheel drive vehicle 
Computer, printer, Software 
Photo copier 
Miscellaneou,l supplies 
Overhead Pro:iector, Screen, Slides 

Sub-totill 
contingencie~ 
Total August 91 - December 95 
Orand Total 

$ 75,000 
$ 10,000 
$ 10,000 
$ 10,000 
$ 5,000 
$ 110,000 
$ 85,000 
$3,320,000 
t .. ,OOO,OOO 

Project Management will continue through to th~ PACD ot December 
1995. The progress that has been made to dat.. plus the 
significant steps to be taken to achieve sustainability warrant 
this level of assistance. Significant further work needs to be 
done to -ievelop a road inventory data base in the program I s 
regions. This will follow up on work currently planned by the RRD 
and EEC. Bridge and structures need to be inventoried. This must 
be undertaken so that the economic criteria that are developed to 
prioritize road maintenance activities can be applied. Standard 
contract maintenance documents need to be developed outlining 
technical specification and payment terms. This will help 
streamline the contracting process. Regional Engineers will then 
only need to include data on the specific roads. 

Training will increasingly concentrate on the regions with the 
training of inspectors, accountants and engi.neers in supervision of 
rehabilitation and maintenance contracts. Because maintenance 
contracting has not been tried in Tanzania, it is planned to fund 
some of the actual maintenance under the training. In this way 
both the regional technical personnel and contractors will benefit. 

One of the tasks of the mid projl!ct evaluation will be to evaluate 
the technical assistance program and make recommendation on any 
modifications that might be necessary. A more detailed description 
of the monitoring and evaluation program is included in the next 
section. 
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IV. Program Implementation 

A. Dollar and Local Access and Accounting Procedures 

The foreign exchange provided by the ATAP cash transfer will be 
deposited in three trenches into an interest bearing, separate, 
non-commingled Special Dollar account which has been established by 
the CRDB at a u.S. commercial bank. These funds will permit the 
BOT to approve Import Licenses and CRDB to establish Letters of 
credit to enable approved applicants to import eligible 
commodities. 

The CRDB will maintain books and records related to the Special 
Dollar Account as are necessary to show deposits and disbursements 
from the account. These records will contain a copy of the 
application for the import license, a copy of the letter from BOT 
which requested AID review of the transaction, a copy of the letter 
from USAID which indicated AID's concurrence, a copy of Letters of 
Credit issued to finance the transaction, a copy of the bill of 
lading evidencing the shipment of the goods financed, a copy of the 
supplier's commercial invoice and an acknowledgement in writing 
from the importer that the commodity was in fact received. 

The CRDB will provide A.I.D. with a monthly report of all 
transactions under chis account. A.I.D. shall have the right to 
inspect and audit the books and records maintained by the CRDB 
relating to the Sppcial Dollar Account. A.I.D. also shall have the 
right to audit the correspondent bank that opens up the Les on 
behalf of CRDB. 

A Special Local CUrrency account will be established at the Azikiwe 
street Branch of the CRDB. The account will be interest bearing. 
Local currencies deposited for foreign exchange allotments under 
ATAP will be paid into this account. Five percent of the local 
currency generations will be reserved for a Trust Fund for use in 
defraying the costs incurred by USAID/Tanzania in the operation of 
its programs in Tanzania. Monthly reports will be submitted to 
USAID by CRDB listing deposits by importers, interest earned during 
the month, and any .ithdrawals. 

USAID realizes that the requirement for one hundred percent cash 
coverage prior to opening a Letter of Credit presents problems to 
a number of importers. Consequently AID has agreed that any 
importer may deposit a minimum of twenty percent of the local 
currency equivalent of his foreign exchange allocation provided a 
bank guaranty has been· secured for the balance. The balance must 
be fully paid before the shipping documents will be released to the 
importer. The balance is paid at the exchange rate in effect on 
the day of the deposit. 
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Local currency in the a~count will support the rural road 
rehabilitation and maintenance program of the MOW. A Special 
committee comprised of members from the MOF and MOW will meet 
regularly to approve disbursements from the account. USAID ~ill 
attend and will receive minutes of the meetings. Since there will 
be frequent disbursements to finance on-going contracts, many of 
the withdrawals will be routine. The present practice of both the 
Interministerial Working committee and an Interministerial Steering 
Committee, composed of Principal Secretaries, approving all 
withdrawals is unnecessary. The Interministerial Steering 
commi~tee should only need to approve the overall prograa that will 
be financed by the local currency. It can also be kept informed of 
the program's progress and the status of payments from the Special 
Local currency Account. U.S.A.I.D. will be working with MOF and 
MOW to streamline the local currency disbursement procedures. 

As is the case with the Special Dollar Account, USAID from time to 
time will audit the local currency account. eRDB will maintain 
import licenses issued by BOT, records of deposits into the 
account, monthly statements, any letter of guaranty issued and 
copies of shipping documents. 

B. Condition Precedent and Covenants 

1. Conditions Precedent 

The CPs under the Transport Sector Refora Program funded under the 
AEPRP were tied to reforms in the amount of funding for the 
transport sector, the inclusion of private sector contractors in 
rural road rehabilitation and maintenance, and the establishment of 
the Rural Roads Division within the MOW. The ~-forms under ATAP 
and the first amendment to ATAP began to focus on the long term 
maintenance of the rural road network. This PAAD amendment will 
continue to emphasize maintenance, increased budgetary resources to 
the rural road sector, and the expanded involvement of private 
sector Tanzanian contractors. This will lead to the overall 
objective of the program which is the establishment of a 
sustainable system for road rehabilitation and maintenance 
involving elements of the public and private sectors. 

With its draft Sustainability Analysis, the MOW and the RRD have 
taken the initial steps in developing a long term program for the 
roads sector. The following condi tionali ty is designed to keep the 
RRD focussed on priority regions and committing more of its own 
resources to the program. The sustainability Analysis should 
become not only a planning document but something that sets 
specific targets and timetables and is something the MOW should 
evaluate its progress against. It also should be continually 
updated to reflect experience. 
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An important aspect of the Sustainability Analysis was its 
recommendation that the GOT adopt and use economic criteria for 
priority rehabilitation and maintenance requirements. The 
conditionality also requires that the MOW focus on priority regions 
and the priority rObds in those regions. The MOW will have to 
develop, adopt and use criteria for deciding which roads are 
maintained and the extent of maintenance, because it will never be 
able to do everything that needs to be done. It has to decide 
where its limited financial and technical resources will accomplish 
the most. Following the third disbursement of $5 million for the 
development of the sustainability Analysis, a Road Maintenance 
Management System, a training program and other reforms, thr.ee cash 
transfers totalling $30 million are planned over the life of the 
program at yearly intervals contingent upon satisfaction of the 
following conditionality: 

Prior to the fourth disb~rsement of $12.59 million under the Grant, 
or to the issuance of '.iocumentation pursuant to which such 
disbursement will be made, the Grantee will, except as the parties 
may otherwise agree in writing, furnish to A.LO., in form and 
substance satisfactory to A.I.O. 

(a) The MOW formally adopts the Sustainability Analysis as 
the principal strategy document for the Rural Roads 
Sector. 

(b) The MOW develops economic criteria for prioritizing 
rehabilitation and maintenance activities. 

(c) MOW will designate 4,000 km of regional roads in five 
regions for priority routine maintenance and 400 km of 
roads in five regions for priority periodic maintenance. 

(d) MOW executes contracts from its own resources equivalent 
to $0.9 million for routine maintenance of regional roads 
and $0.6 million for periodic maintenance in those five 
regions calculated at the current exchange rate of 228 
shillings to the dollar. 

(e) Fifty percent of the dollar volume of periodic 
maintenance contracts in five regions is performed by 
private sector contractors. Seventy-five percent of 
dollar volume of rehabilitation contracts in five regions 
is performed by private sector contractors. Standard 
contracts for routine maintenance are developed and 
approved. 

Prior to the fifth disbursement of $8-$12 million under the Grant, 
or to the issuance of documentation pursuant to which such 
disbursement will be made, the Grantee will, except as the parties 
may otherwise agree in waiting, furnished to A.I.O., in form and 
substance satisfactory to A.I.O.: 
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(a) The MOW adopts and uses economic criteria for 
prioritizing rehabilitation and maintenance activities. 

(b) MOW undertakes routine maintenance of 4,000 km per year 
and periodic maintenance on 400 km per year and executes 
contracts from its own resources equivalent to $1.35 
million for routine maintenance and $1.00 million for 
periodic maintenance in the five regions at the average 
exchange rate prevailing in the year prior to the 
disbursement. 

(c) Ten contracts or not less then 30' of shilling volume of 
routine maintenance in five regions is done by Tanzanian 
privCl.te sector contractors. Not less than 60' of the 
periodic maintenance is done by private sector 
contractors. 

Prior to the sixth disbursement of $8-$12 million under the Grant, 
or to the issuance of. documentation pursuant to which such 
disbursement will be macie, the Grantee will, except as the parties 
may othorwise agree in writing, furnish to A.LD., in form and 
substance satisfactory to A.I.D. 

(a) I~OW undertakes routine maintenance of 4,000 km per year 
and periodic maintenance of 400 y~ per year and executes 
contracts from its own resources equivalent to $1. 8 
million for routine maintenance and $2.0 million for 
periodic maintenance in the five regions at the average 
exchange rate prevailing in the year prior to the 
disbursement. 

(b) TWenty contracts or 60' of the dollar volume of routine 
maintenance contracts are undertaken by private 
contractors. Seventy percent of dollar volume of 
periodic maintenance contracts is done by pri'late 
contractors. 

(c) The GOT implements a plan to fully fund routine 
aintenance from its own domestic revenue sources. 

The last two sets of conditionality are indicative of the 
performance that will be expected over the life of the program. 
These are the areas that U. S. A. L D. and MOW think need to be 
emphasized if the objective of a sustainable program is to be 
achieved. Each year there will be a joint review of the 
conditionality and prior to subsequent obligations it will be 
adjusted if necessary. 
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2. Covenants 

As part of the amendment adding funds for the third and fourth 
tranches, the Grantee covenants that, except as A.I.D. may 
otherwise agree in writing to: 

(a) add two engineers to the staff of the RRD at 
Headquarters. 

(b) assign regional road inspectors and accountants to 
Mwanza, Shinyanga and K.Uimanjaro rogional engineers' 
offices. 

(c) provide SUfficient staff incentives to recruit the 
necessary personnel. 

(d) adopt a national training program in contract and road 
maintenance management of regional roads for regional 
engineering staff. 

(e) Examine mechanisms such as the fuel tax to generate 
revenues from domestic sources to fund road maintenance. 

Covenants to future disbursements will likely include increasing 
the RRD staff size at headquarters, the addition of inspectors and 
accountants to two more regions and the training of up to 50 people 
in the regions in contract and maintenance management. The 
covenants will be reviewed each year along with the conditionality. 

C. Implementation Schedul, 

The f?llowing table outlines the implmentation schedule for the 
program. It assumes that the PAAD amendme~t is signed in September 
1991. The first set of CPs in this program amendment expected to 
be met in June of 1992 and th~ following set a year later, and the 
third in June o,f 1994. The cash transfet's will occur shortly 
thereafter. With the $10.41 million recently reobligated and the 
$5 mill.ion immediate disbursement there should not be a funding 
gap. 

D. Monitoring and EvaluatioD 

The ATAP Program will provide dollars to support imports in the 
transport sector. These imports will result in local currency 
generations which will finance road rehabilitation, maintenance and 
institutional strengthening. The program will be monitored by both 
the USAID Commodity Management Officer and by the TCN engineer. 
They will work with their counterparts at the MOF, BOT, CRDB and 
MOW to insure that the proper analysis and reporting is 
accomplished. 



ImplMftentltion Schedule 

Project M.n8gement 

1 PAAD Amend Authorized 
2 Project Amend Authorized 
3 Grant Agreement Amends Signed 
4 PIR Reporu 
5 Socio Economic Survey Updetel 
6 Mid-Program EVllu.tion 
7 End of Program Ev.luation 
8 Village Studies 
9 Non F~erll Audi U 

10 1st Set CPs in Amend Met 
11 2nd. Set CPs in Amend Met 
12 3rd Set CP5 in Amend Het 
13 PACD 

Institution81 Development 

10 Polley Statement Priv lect.Contr.cting 
11 M~ Devel Ecen.Cri.ril for Prior.roads 
12 ~ Adoptl Crit.ril 
13 MOW Applies Crit.ril 
14 Rold Inventory B.gins 
15 Road Inventory Compl.ted 
16 4,000 tm Priority Ind 400 ~ 

Periodic Hlintenence AoadII deligNltld 
16 Bridg. Inventory Begina 
17 Bridge Inventory Ends 
15 Increl,ed ARD/REO Stiff 

Private Sector Involvement 

19 Road Aehab Contrlcts si~ned 
(ilimanjaro, Mwanzl, Shlny_ngl 

20 Road Aehlb. Contrlcts Tendered 
Auvuna, Irringa 

21 Aoad Rehlb Contrlctl si;ned 
Auvuna, I rringl 

22 Aoad Aehab Contractl 
Completed, Shinyangl,250~ 

23 300 Km AOId Aehab 
24 450 (/II AOId Aehab 
25 600 K/II Aold Aehlb 
26 Mainten8nce Contrlctl Drifted 
27 Std. Mlintenancl cotrlctl Approved 
28 Maintenancl Trng. Prog. Olligned 
29 Maint."'lncl Trng Begina 
28 400 K/II Plriodic Hlin 
29 800 (/II Peridic Hlin 
30 1200 KM. P.ridic Nain 
31 Supervision Contrlcts Kill~jlro 

Hwanzl, ShlnY"~1 ligned 
32 SuperVIsion ContrlCtl Irrlngl 

AINUI1I drifted 
33 Supervilion Contrlctl HbeYI, 

A UV'\lMI beg I n 
34 Labor buld ContrlCtor trlining Begi", 
35 Contrlctor re;lltrltion IYlte. 

developed Ind Idoptld 
36 Contractorl registered 
37 Bridge designs ra.ay 

Financial SoundnelS 
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TIbIa IV-l 

Date A "pone I btl I ty 

Sept. 1991 AID 
Sept. 1991 AID 
Sept. 1991 AID/HOF 
Iellli -emual AID 
IrY'lUII AID/M~ 
Jln. 1993 AID/M~ 
Sept. 1995 AID/M~ 
1992-1995 AID/M~ 
Sept. 1991,1993,l995AID/CRDB/BOT/MOW 
JII'e 1992 !OJ".iD 
JII'e 1993 !OJ/AID 
JII'e 1994 ~/AID 
Dec. 1995 

J II'e 1992 MOIl 
JII'e 1992 MOW 
J II'oe 1993 MOW 
J II'e 1994 MOW 
Sept. 1991 MOW/ARO 
JII'e 1992 MOW/ARD 
July 1992 MOW/AAC 

Sept. 1?91 HOII/ARO 
June 1992 MOW/AAO 
June 1993,1994,1995 MOW/AAO 

Aug. 1991 
Sept. 1991 

"arch 1992 

Sept. 1992 

JII'e 1993 
JII'oe 1994 
June 1995 
Oct. 1991 
J.". 1992 
JII'e 1992 
Nov. 1992 
JII'e 1993 
JII'e 1994 
JII'oe 1995 
Sept. 1991 

Sept. 1991 

"Irch 1992 
Sept. 1992 
Dec. 1991 

June 1992 
Dec. 1992 

AAD 

AAD 

RRD 

ARD 

AAD 
AAD 
AAD 
ARD/AEO 
HOII/AAD 
ARD/AID 
AAD 
AAD/AEO 
RAD/AEO 
AAD/AEU 
RRD 

RRD 

RRD 

ARD 
NCC/MOW 

NCC/MOW 
RRD 

38 GOT Studies Funding JII'e 1992 
Mechanism. for ROid "lIn 

"OF/MOW 

HOF/MOW 

HOF/MOW 

MOW 

MOW 

39 GOT Plan to I~. JII'e 1993 
Revenue Generation 

40 GOT imp. plln to JII'oe 1994 
fully hrd road lIDin by 1995/1996 

41 GOT spends SO.9 million for routint JII'oe 1992 
Main. Ind SO.6 million for per. ~inten. 

42 GOT spends S1.35 million for routint JII'e 1993 
Main. Ind S1.0 mi II ion for per. ~inten. 

43 GOT spends Sl.8 million for routine JII'oe 1994 HOW 
Mlin. and S2.0 million for per. _inten. 
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The dollar portion of the program will be monitored in the Mission 
by the Commodity Management Officer. Once the conditions precedent 
have been met and the dollars transferred, the CMO will be 
monitoring import applications, local currency deposits and LCs 
that are opened. Monthly statements will be required for both the 
dollar and local currency accounts. The CMO will track 
disbursement rate, types of goods imported, and source and origin 
of goods. He will also keep importers informed of possible 
American suppliers of goods and, from time to time, end use surveys 
will be undertaken. Dollars and local currency deposits will be 
maintained in separate accounts. 

In the past the Mission has received outstanding support from the 
REDSO Commodity Management Officer. Regular REDSO assistance will 
be requested during the life of this program. The REDSO CMO will 
review the Mission's action on import applications submitted by BOT 
for USAID concurrence, end use checks, and will advise on possible 
changes to the commodity eligibility list. 

From time to time non federal audits of the dollar and local 
currency accounts will be performed to be sure the correct cash 
cover is being deposited, the correct amount of interest is being 
credited to the dollar and local currency accounts and that 
disbursements from the local currency account are properly 
documented and accounted. 

The local currency expenditures will be monitored by the Mission 
TCN Engineer. Regular meetings will be held with the MOW. USAID 
will concur with any withdrawals from the local currency account. 
It will also continue to review rehabilitation and maintenance 
contracts funded with local currency. USAID will be an observer on 
a committee including the MOF and the MOW that approves local 
currency e~!pendi tures . 

The Mission TCN Engineer will make regular visits to the 
construction sites and report on progress. He will also review 
reports submitted by MOW on construction progress. As part of 
USAID's internal management system, Project Implementation Reports 
will be done on a semi-annual basis. 

Evaluation 

The Mission evaluation program will be managed by the Rural Economy 
Advisor (REA) in co-ordination with the TCN Engineer and the WID 
Officer. The evaluation work will build on the Socio-Economic 
Baseline survey completed in early 1991 by a Tanzanian consulting 
firm. A key part of the evaluation program will be to 
institutionalize evaluation within the MOW. 'rhe REA and WID 
Officer will be working with the Planning Unit of the MOW on all 
aspects of the evaluation program. 
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A number of indicators have been identified that can be used to 
evaluate the program's success in meeting its purpose, removing 
policy and other constraints in order to improve MOW's capacity to 
undertake road rehabilitation and maintenance programs, and to 
achieving its goal, increasing rural incomes by expanding the 
volumes of inputs, agricultural commodities, and consumer goods 
transported by road by reducing the costs of transport services. 

The output indicators include: 

MOW/RRD/REOs can plan, budget and administer road 
rehabilitation and maintenance at the national and regional 
level; 

Private firms can design, supervise and execute road 
rehabilitation and maintenance operations; 

GOT finances all routine maintenance and sot of periodic 
maintenance from its own revenues by the end of the program; 

600 Jan of road are rehabilitated, 400 Jan of road undergo 
annual periodic maintenance, and 4000 km routinely maintained 
yearly in 5 regions. 

Impact indicators include: 

Increased traffic volumes, increased vehicle registration and 
decreased operating costs; 

Increased volume of work and number of private sector 
contractors; 

Increased tonnage hauled, people employed, number of 
businesses, volume of trade; 

Increased passenger counts, decreased fares, better supplied 
clinics; 

Growth in income. 

The key to the evaluation program will be a yearly updated Socio
Economic Baseline Survey which collected information in five 
general areas: 

Characteristics of the roads and the surrounding areas; 

Transportation and marketing in the survey areas; 

Present state of agriculture in the study areas; 

Commerce and industry along the survey roads; 
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Quality of life of the people in the survey areas. 

In 1995 the work will be expanded to include an evaluation of the 
impact of rehabilitated roads on transport, commerce and the rural 
population. 

Two formal evaluations are envisaged during the life of the 
program. The first, scheduled for Januar:' 1993, will validate the 
ATAP design and include a preliminary aL '''Issment of impact and 
sustainability. An end of program evaluat~ .. will validate any 
modification of program design stemming from th~ first evaluation, 
and will assess and analyze program impact and sustainability. The 
evaluation is scheduled for September 1995. Both of these 
evaluations will use the data generated in the updates to the 
Socio-economic survey. 

The final aspect of the evaluation will include four in-depth 
studies of villages affected by ATAP and will be conducted by MSc 
or PHD candidates in the Department of Economics, Geography or 
sociology at the University of Dar es Salaam or the Department of 
Rural Economy at Sokoine University of Agriculture. The research 
will be incorporated into post-graduate theses and used by the EOP 
evaluation team. 

with the exception of the two formal programs evaluations, all work 
will be done by Tanzanian consulting firms, universities or 
research bureaus. 
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V. Status of Negotiations with the GOT 

A series of meetings has been held with the MOW over the last four 
months. The first set of meetings and discussions concerned the 
development of the sustainability analysis by the MOW. At these 
meetings it was decided that the sustainability analysis would form 
the basis of the program amendment. U.S.A.I.D. would support 
aspects of the sustainability analysis at a funding level that was 
felt to be sufficient to attain its objective - to fully establish 
a sustainable system for road rehabilitation and maintenance 
involving elements of the public and private sector. At the end of 
our program the MOW would have in place the necessary policies, 
organizational structure at headquarters and the regions, and 
private construction contractor capability to carry out a roads 
programs. The ingredient lacking would be financing. The GOT 
however is being required to significantly increase funding to 
sector as a condition for cash releases. U.S.A.I.D. recognized 
that over the life of the program, the GOT would only b~ able to 
finance increasing percentages of periodic and routine maintenance 
costs. Rehabilitation costs would be donor financed in the near 
term. 

with the sustainability analysis as a basis the draft PAAD 
amendment was prepared. The draft was distributed to a committee 
within the MOW which included the Chief of Construction and 
Maintenance, the MOW Planning Unit and the Rural Roads Division. 
In particular the policy matrix and conditionality were discussed 
in detail and minor changes were negotiated. Much of the work in 
the development of the conditionality was negotiated during the 
preparation of the sustainability analysis so there were no 
contentious issues. 

Following the incorporation of changes to the document the PAAD 
amendment was presented to the MOF as a document that reflected AID 
and MOW collaboration and agreement. MOF questions were addressed 
and the final document prepared. 
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Dear Mr. Pfeiffer. ( f _ 

RE: 
 US DOLLAR 19.590 MILLION PROJECT AND I -"U 

PROGRAM GRANT 

The Government of the United Republic of Tanzania has been :lease.
 
to 
learn, from your letter of September 10, 1991, that the Government t:,e 
United States has proposed a US $.19.590 million grant to Tanzania durn-, 
the 1991 US fiscal year to assist our Governi'7ent in its efforts to iicrze 
its agricultural road transport system. It is also our understanding that
 
$ 2 million of the proposed grant will be for project activities wniie t7,e
 
balance ($ 17.590million) will be used to supplement the existing impcrt
 

support program.
 

The proposed grant is highly desired as 
it will assist in ennancing
 

our capability in the rehabilitation and maintenance of our agricultural
 

transport system which continue to be an essential element for the suc:e.s
 
of our Economic Recovery Program.
 

We would therefore kindly request your assistance in assuring acr-.a
 
from your Government of the proposed $ 19.590 million grant at your earlei

convenience.
 

Yours Sincerely,
 

fnr PRINCIPAL SECRETARY
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2. ECONOMIC RETURN OF THE RUBAL ROAD PROGRAM 

2A. Method Used to Estimate Begent/Cost or USAIDlTanzagia ATAr Promm 

1.0 One basic assumption of the analysis which foUows is that there is enough competition 
and regulation in the transport system to make charges for service equal to costs with 
reasonable allowances for return to capital invested. This implies either competition and 
easy entry into trucking to eliminate excess profits or sufficient regulation so that prices are 
controUed with respect to the costs. Under these assumptions, the benefits from improving 
rural roads are estimated from the reduction in vehicle operating costs. 

1.1 Such an approach in Tanzania certainly underestimates the returns to improved 
transport. In particular, apart from cost, factors such as convenience, safety, regularity and 
security are important. Although it is impossible to include these in the cost analysis in any 
reasonable way, an improvement in the roads is expected to result in an improvement in 
these non-cost factors. For example, convenience is achieved through good scheduling of 
services and through handling facilities and procedures which make it easy for the traveUer 
or the shipper to complete his/her arrangements. Safety relates to the dangers of trave~ 
especially accidents. In principle the insurance premiums are meant to reflect safety, but 
there is little differentiation in use and location in Tanzania. and no partic..'Jlar reason to 
believe that insurance premiums reflect the correct value of safety. Much of the road 
network USAID is improving is rather dangerous, particularly in the rainy season. 
Therefore, road improvement programs which are based on operating cost calculations will 
under-represent the return to safer transport. 

1.2 Similarly, regularity of service has the economic advantage of permitting both 
passengers and businessmen to plan properly their transport demands, low traffic volumes 
lead to irregular service and consequently costs associated with transportation not reflected 
in the vehicle operating cost estimates. These include longer storage periods, greater losses 
associated with storage (due to rain, rats, theft, etc.), failure to supply the market when 
demand is high, and so on. Finally, the security of freight movement is important; losses 
from pilferage can be a substantial part of transport costs and are not reflected in vehicle 
operating costs. 



CHAAT .. ACTUAL ,",ANI.-o..-r .,"LY 
1.3 The preceding discussion can best be AND DIWAND TANGINTa 

understood in Chan 1 where three 
scenarios are represented Chan 1 
represents the actual situation in Tanzania. ",.. 
The demand for transport services (DD) 
depends on the price; the lower the price 
the more transpo. L services are demanded. 
The supply of transport services is not 9. 
perfectly elastic as entry is limited due to s. 
the shortage of foreign exchange to 
purchase vehicles and spares (AT AP tries QUAII"''TY 

to alleviate this problem). Before the road IHAIIII AMA .. , .... .,. ., .1I1,n. 

improvement the supply of transport - - -_ .... " ..... --
services is given by 51-51; after road 
improvement, costs are lower so the supply curve shifts downward to 52 52. The benefits 
of the program are represented by the shaded area. 

1.4 In chan 2, a typical transport supply 
and demand situation is presented. Now, 
however, the supply curve (51 51 before 
improvement; 52 52 after improvement) are 
elastic, illustrating a situation where there 
is sufficient competition to prevent any 
above normal profits (Policy Reforms 
supported by the IMF, World Bank and 
Donors assist Tanzania to create a market
based competitive environment). 

a], •• La, 
s. 

__ - _" ___ ~ _ •• -1 ,----...,_ .. -.. 



1.5 Chart 3 represents the situation 
assumed in this analysis. Transport 
Demand is not affected by price of 
transport services (which is typical of most 
rural Tanzania), and so it is represented by 
a vertical line, DO. The vehicle operating 
costs are used to represent the price. The 
change in vehicle operating costs is taken to 
equal the change in price. Hence, 
improving a road results in the supply curve 
shifting downwards as shown in Chart 3. 

1.6 The second consideration in 

CHART I: TRAN8PORT 8UftPLY AND DEMAND 
IN AT~ .NIFIT-COIT ANALYIII 

IX'ltTIPtllIOI I 

S'III11C=S, 
s. S. 

I 

IHAOD AMA ."' .. lIft.T MIIII'I" 
I'IIGII I11II\I ..."IICPtIlw.IIT .......... .. 

estimating vehicle operating costs is to take into account the price distortions arising from: 
Overvalued exchange rates, duties and tariffs, legislated minimum wages and unrealistic 
interest rates and other distortions of the equilibrium price structure (The next IMF ESAF 
and Associated Policy Framework for 1992-95 hopes to remove most of these distortions). 
There are many corrections that in principle should be made, but this analysis limits itself 
to the following: 

1. The interest rate used is 30%. This represents we best judgement on the 
scarcity of capital in the Tanzanian economy. (The analysis is of course done 
in constant prices so there is no inflationary correction in the 30%; instead, 
this is e~timated as the opportunity cost of capital). 

2. The foreign exchange rate is taken at shillings 250 per US dollar. This 
reflects the extent of the devaluation that would be necessary to bring the 
balance of payments into equilibrium (defined roughly as non-capital goods 
imports equal exports plus debt service on borrowed capital. Bank of 
Tanzania estimates shillings 230 per US dollar as the equilibrium exchange 
rate). 

3. All taxes and duties are excluded from the economic costs (These are 
considered merely as transfer costs). 

4. Unskilled labor wage rates are adjusted downward to 80% of the government 
determined minimum wage reflecting the opportunity cost of labor. Due to 
the large unemployment. particularly of school leavers and the existence of 
overemployment in government departments and parastatals. 

1.7 The preceding corrections are made with the objective of making a more realistic 
estimate of the scarcity value of capital. labor and foreign exchange resources. In particular, 



it is recognized that the existing condition of the Tanzanian economy faces an acute 
shortage of foreign exchange and private investment funds are limited. Under such 
conditions priority needs to be given to saving foreign exchange and directing capital to 
sustainable bigh return ventures. 

Characteristics of Vehicles and Roads 

Vehicle characteristics: 

1 . 8 The 
characteristics of the 
vehicles used in tbe 
calcul.uions are 
summari:~ed in Table 
1. These estimates 
are ba!:~d on 
uuonnation sup~lied 
by dealers and 
experience of vehicle 
operators with these 
vehicle types. 

TAIU 1: Yehicl. dIenct.,.i.ti~ 

• All weather passable 
gravel road 

2.0 Table 2 illustrates 
the financial and 
economic costs of the 
vehicles. Tyres. are 
excluded and accounted 
separately in the vehicle 
operating costs. Financial 
costs are calculated as the 
c.iJ. value plus duty, cost 
of local components and 
a mark-up. Economic 
costs are calculated by 
using a factor of 2.5 

'p 

1. P.~, .. r 
clr tul 

2. Light VIn 

3. 7-ton truck 

4. 12-tOl'l truck 

5. lui (45 •• It.) 

v.IItct. 
twa 

P ... enger 
car/tlxl 

Light Yin 

7-ton truck 

lui (45 ... U) 

~l Seut,. elF 
Prtce PrtCi , ... 'III 

('000) ('000) 

DIU"" 16&0 1200 
1600 

Landrover 2850 1900 
SUtion 
W8aon 

'.UlU 3980 2700 

Flit 10540 6800 

L .... land 9250 noo 

TIIbt. 2: CGet of v.IIlcle 

flnMCf CI' LIICII 
II Va". ~.tf 

ca.t 'Ill .... 
(~) ('000) (~=Jl 

2424 1200 0 

3192 1900 0 

11980 6800 1100 

15900 noo 1500 

multiplied by the foreign exchange and local component costs. 

OJ LU. 
tl_ .... 
'T~ 
150,000 

200,000 

600 000 

600 000 

450 000 

1Iwt-"" EcGnI:8ic 
,lit 

('000) 

504 6260 

912 T030 

2nO 3537'5 

5760 36150 

1 Financial cost = c.iJ. value + 20% duty + local component 
+ mark-up, except for vehicles less than 1 ton for which duties and taxes are 



60%. 

2. Economic costs = 2.5 x foreign component (c.iJ. + 50 of local 
completion) + local component (50% of local completion cost + 

Component estimates of vehicle operatjn~ costs 

2.1 The components of cost used are as follows:-

- fuel consumption 
- Oil consumption 
- Tyre consumption 
- Maintenance - spares 
- Maintenance - labor 
- Depreciation and interest 
- Insurance 
- Crew time. 

100% mark-up) 

The methodology used to estimate the values of those components is a variation of standard 
methods worked out for the particular conditions in Tanzania. By way of illustration, a brief 
discussion follows. 

Fuel consumptjon 

2.2 Fuel consumption is estimated by using the ratios of the standard consumption for the 
vehicle speed associated with the road - unimproved or improved (all weather gravel road). 
Financial costs for fuel are estimated using actual pump prices. Economic costs are 
estimated by first removing taxes and duties, then correcting for the foreign exchange rate. 

Cost for fuel are estimated using actual pump prices. Economic costs are estimated by first 
removing taxes and duties, then correcting for the foreign exchange rate. 

Oil CQnsumpliOll 

2.3 Standard factors are used for the road type (improved/unimproved), vehicle type and 
speed. Oil prk.es are actual selling prices for estimating financial costs and corrected using 
the Shldcw e~change rate to determine the economic price. 

2.4 Estimate of tyre use are based on estimates of tyre lifetime for vehicle type on gravel 
roads. These are based on operator experience in Tanzania. The lifetime Kilometers and 
cost of tyres provide the tyrewear estimates and the financial and economic costs. 

Maintenance - Spare pw 



2.5 To estimate the financial cost of spare parts, the formula used is as follows: 

f (PRICE) (1+M). (l+TARIFF) 

where f = a factor which gives the use of spares per 
kilometer 

PRICE = the c.i.f. price of the spares 

M = the marketing mark-up 

TARIFF = the duty and tax rates. 

The estimates uses recorded c.i.f. prices of the spare parts and 
M = .40; TARIFF = .45. 

2.6 To estimate the economic cost of spare parts the formula 
used is: 

f (PRICE) (SFOREX) + f (PRICE).{M) 

where SFOREX is the shadow foreign exchange rate. 

Maintenance - labor 

2.7 The method used to estimate the labor cost of maintenance is to determine the hours 
of maintenance required per kilometer and use a cost of Tshs. 80 per hour. The 
maintenance requirement for an improved gravel road are estimated from experience of 
operators as determined through interviews. Labor requirements for poorer road conditions 
are increased according to the state of the road. 

Depreciation and Interest 

2.8 First, estimate the lifetime kilometers for vehicle use on gravel roads. Second, adjust 
estimates for unimproved roads by a factor of 60% or 40% dep'~nding on how bad the road 
is. Third, estimate the average daily trip iength on the basis of vehicle use pattern. This 
should give annual kilometers. Finally, Lifetime kilometers divided by annual kilometers 
gives vehicle lifetime. 

2.9 Once the vehicle lifetime is defined as above, the interest and depreciation are 
compiled from basic textbook procedures. 

Insurance 



3.0 Insurance is an annual fiscal charge and is prorated over the annual kilometers. 

3.1 Crew time is calculated on the basis of information from operators. Drivers are paid 
on average Tshs. 8,000 while conductors are paid Tshs. 5000 per month. 

3.2 Value of Additional AWcultural Outp'll 

Apan from user-cost saving associated with improved rural roads, they are also benefits due 
to induced additional agricultural output. Benefits are estimated as the value of additional 
agricultural output less production and transpon cost of the increased output 

SummaO' of the benefit-cost analysis 

3.3 The preceding simple benefit-cost estimation procedure provides an economic 
justification of rural roads improvement under the USAID /Tanzania AT AP program. 
Benefits clearly exceed costs as judged from the large r~.t~c of return (mRs in Table 3 ). 
In addition, other non-quantifiable benefits abound: the .:apacity of local contractors is 
being enhanced; Government institutional reform to enable districrs to coordinate, 
administer and maintain rural roads on a regular basis is off to a good start, and the eIP 
component of AT AP is on track. 

2B. MEASURING 1lfE BENEFITS fROM..T!rE NEW POLICY REFORM 

3.4 During the first suppon effon unc.:r AEPRP and ATAP 1 USAID/T addressed the 
immediate constraints to road construction: Lack of transpon related imports and lack of 
capacity within the public and private sector to carry out road rehabilitation. This first 
suppan to Tanzania also sought to assure the more efficient utilization of the economy's 
resource by emphasizing the use of private sector construction firms. 

3.5 The second set of policy r~forms under this AT AP amendment seeks to ensure that 
regular road maintenance capability for rural roads is set in place in Tanzania. This means 
once roads are rehabilitated, these will be maintained in a cost efficient manner. One way 
of measuring the benefits associated with dlis effon is by comparing what would happen if 
the policy changes did not occur (the "without" case) with what would happen if the policy 
changes did occur (~e "with" case). 

3.6 One analytical approach is to assume that without these additional policies, the existing 
set of rehabilitated roads (by all donors) will provide a constant level of service without any 
maintenance for 3 or 5 years at which time the road totally falls apart and requires extensive 
rehabilitation. Obviously this is a simplificatiun, in pan because without any maintenance 
at all the road will deteriorate over time, and consequently, the level of service will fall as 
manifested in the increased cost of maintr.oance on '/ehicles slower travel time etc., and the 

1'V 



increased transportation costs charged by the transporters. Whatever the case, the 
rebabilitatl!d roads will be depleted without regular maintenance. Thus, if we assume a 
major rehabilitation at the end of the 5th year for 15 years and compare the present value 
of these costs with those costs associated with an ideal maintenance program for 15 years, 
it is possible to estimate the cost savings to the economy as a result of the change in 
policies. 

3.7 Table 4 summarises the results of measuring the benefits from the new policy reform. 
The net present value associated with regular maintenance and reduced vehicle operating 
costs are U.S. $48.1 million. These CO!.t savings are considerably greater than the amount 
of grant estimated at about U.S. $30 million. 

3.8 If rehabilitation is done after every three years (Table 5), the net present value 
associated with the policy reform is reduced by 20% to US $ 38.5 million. The policy 
changes are still ben~ficial compared to the program cost of U.S. $30 million. 

3.9 Finally, if we assume a 50% reduction in transport cost savings per vehicle, from 20 
cents to 10 cents (Table 6), the net present value associated with the policy reform is 
reduced by 36% to U.S. $30.8 million. These cost savings are still gr~ater than the amount 
of the grant. 

SUOlIDiUY 

4.0 The cost savings benefits expected as a result of the various policy changes are 
considerable and exceed the anticipated grant levels. In addition, it is expected that output 
per dollar for ATAP commodity import support recipients will rise, providing additional 
benefits of the program. Similarly, th~ policy reforms are expected to eliminate the biases 
against the use of private sector road contractors, thereby easing entry by local and foreign 
private firms. These policy reforms should have a significant impact on the sustainability 
of the ATAP program and contribute further to the improvement of Tanzania's policy 
environment. 



T.ble 3: SUMMARY OF BENEFIT-COST ANALYSIS ~r IMPROVING 
EXISTING RURAL ROADS UNDER USAID T PROGRAM* 

Region Di.trict Ro.d Ro.d NPV Co.t NPV Benefit. KPV Benefit. NPV Co.t +2011 IRK 
Nu.ber 11mb ('000 T.Sb.) ('000 TSb.) - 20' ('000 T Sb.) , 

"000 T.5b.i 

Sbiny.nq. leab ... 1 29.0 7294 59986 46530 58527 37.1 

6 9.7 2852 9771 7247 9201 28.2 

8 6.3 2102 16162 12509 15742 36.3 

SbinJ.ng. 1+IA 36.0 14002 46739 34590 43938 28.0 

3+4 72.0 22394 141164 108452 136685 34.2 

5 53.0 14768 91574 70306 88621 34.0 

9 37.4 12432 55031 41538 52544 30.6 ....... 1+7 73.2 23398 87138 65030 83458 29.0 

2 79.1 21591 81762 61091 77444 29.1 

..... n •• It .. iab. 2 46.8 11040 134088 105062 131880 41.6 

3+4 31.2 9(76 138809 109152 136914 43.8 

5+5a 35.2 12539 55979 42276 53472 30.7 .. 

Itiliaanj.ro B.i 1 13.8 5042 75901 59712 74892 44.1 

2 7.9 2339 63155 50056 62687 51. 6 

3 3.1 2267 67503 53549 67049 52.0 

4 12.4 5050 176877 140492 175867 55.1 

Mo.bi 1+2 19.7 9429 221503 175316 219617 49.8 

5 4.4 2107 24456 19143 24031 41.0 

6 6.2 3554 54801 43130 54090 44.4 

7 3.7 1772 33056 26091 32702 46.8 

8 10.4 3530 36547 28531 35841 39.7 

11 7.6 2193 42366 33454 41928 47.3 

13 8.7 2153 48722 38547 48291 49.3 

15 1.4 544 12815 10143 12706 49.8 

16 2.7 1172 21850 17246 21616 46.8 

17 2.5 447 16834 13378 16745 56.1 

18 2.8 683 16598 13142 16462 50.2 

Ro.bo 1 4.9 1075 24320 19241 24105 49.3 

7 4.5 2572 35615 27990 35113 43.4 

• The IRRa for tbe rur.l ~.d. u.~roye·tnt e~" under ATAP r.nge betwetn 28\ tnd 55'. Since tbe 
opportunity coat of c.plt.l in .0 •• 0. i • ut 10 - 15' tbe proqr.. a fe •• ble. 



TABLE 4 

PRESENT VALUE ANALYSIS OF ATAP 
(WITHOUT INCLUDING FOREIGN EXCHANGE BENEFITS) 

U.S. DOLLARS 

1 
2 500.00 0.00 0.20 
3 500.00 0.00 0.20 
4 500.00 0.00 0.20 
5 1,000.00 10,000.00 0.20 
6 500.00 0.00 0.20 
7 500.00 0.00 0.20 
8 500.00 0.00 0.20 
9 500.00 0.00 0.20 

10 1,000.00 10,000.00 0.20 
11 500.00 0.00 0.20 
12 500.00 0.00 0.20 
13 500.00 0.00 0.20 
14 500.00 0.00 0.20 
15 1,000.00 10,000.00 0.20 

resent 
Value 12% 3,941.48 10,720.96 6,n9.48 
Nola: 
I. CoIl: Aa&UIJtV rcpJulperiodjc maialGaallcc.' S5aVlm with lJUjcK wod: 

011 rD*b dooc evet]' five yeu.. A ven8fJ avjglcwy""., COllI per 1m bu '
estilJUted by MiIJistry of W0d5to be bctwtJaJ $429 - 450. 

2. Col 2: T'IJU;'. c.se w6erc DO rcgubr maiall:!iaUl= ;. daoe but "'bi/iutioa 
is CMTi«lout evelJ' five ye.rtl. 

, 
14,600.00 
14,600.00 
14,600.00 
14,600.00 
14,600.00 
14,600.00 
14,600.00 
14,600.00 
14,600.00 
14,600.00 
14,600.00 
14,600.00 
14,600.00 
14,600.00 

J. Col J: ~ vduc of Col 2 minus pmst!JIJl nluc of Col I. T1Us Kivr:tl the iDpcl 
of A TAP policy clJuge by ~ the ·with· GJd ·witbout· progrMIJ COtIt .. viDp. 

4. Col 5: A_. COD/lWJI flow of 40 velUcb per tUy lOr J65 tUJ'5. 
VelJicle figurN hue '- obuiDed from the USAIDff ~ Socio 
Ecoaomic BueliDe Survey of August 1990. 

5. Col I: T1Us provide. the Toul Net Prcst:D1 V.Juc for llIJdcrUiiDg 
A TAP policy chmges, being Col 7 times the 6um of coIs J .& 6. 

2,920.00 
2,920.00 
2,920.00 
2,920.00 
2,920.00 
2,920.00 
2,920.00 
2,920.00 
2,920.00 
2,920.00 
2,920.00 
2,920.00 
2,920.00 
2,920.00 

17,280.58 2,000.00 48,120,129.13 

http:48,120,129.13
http:2,000.00
http:17,280.58
http:10,720.96
http:3,941.48
http:2,920.00
http:14,600.00
http:10,000.00
http:1,000.00
http:2,920.00
http:14600.00
http:14,600.00
http:2,920.00
http:14,600.00
http:2,920.00
http:14,600.00
http:2,920.00
http:14,600.00
http:10,000.00
http:1,000.00
http:2,920.00
http:14,600.00
http:2,920.00
http:14,600.00
http:2,920.00
http:14,600.00
http:2,920.00
http:14,600.00
http:2,920.00
http:14,600.00
http:10,000.00
http:1,000.00
http:2,920.00
http:14,600.00
http:2,920.00
http:14,600.00
http:2,920.00
http:14,600.00
http:14,600.00


TABLE 5 PRESENT VALUE ANALYSIS OF ATAP 
(WITHOUT INCLUDING FOREIGN EXCHANGE BENEFITS) 

U.S. OOLLARS 

1 
2 500.00 0.00 0.20 
3 500.00 0.00 0.20 
4 500.00 4,000.00 0.20 
5 1,000.00 0.00 0.20 
6 500.00 0.00 0.20 
7 500.00 0.00 0.20 
8 500.00 4,000.00 0.20 
9 500.00 0.00 0.20 

10 1,000.00 0.00 0.20 
11 500.00 0.00 0.20 
12 500.00 4,000.00 0.20 
13 500.00 0.00 0.20 
14 500.00 0.00 0.20 
15 1,000.00 4,000.00 0.20 

resent 
Value 1~ 3,941.48 5,915.09 1,973.61 
Nola: 
I. Col I: A~ rep.J.rlperiodic maiDlaMDce ., t5a1Ilm witb map wod 

QD rr»ds "'-' Ill.,.",. Iivo)'Ma. A 1ICn60 maiDlGamce ro.t pee 1m IJu booa 
MIi_1«I by MiDUtry of Worb 10 be bolweaa $429 - 450. 

2. Col 2: TlJU;'. cue wbere DO regular maiDlaaaac:o ;. "'-' but mlMbilillltioa 
;. c.rritJd ou! Ill.,.",. tItroe ycaT5. 

, 
14,600.00 
14,600.00 
14,600.00 
14,600.00 
14,600.00 
14,600.00 
14,600.00 
14,600.00 
14,600.00 
14,600.00 
14,600.00 
14,600.00 
14,600.00 
14,600.00 

3. Col 3: ProtIcoI nlae of Col 211lHJu.",--t mae of Col I. TlJU 8iVC/I tbtJ impecl 
of A TAP policy cIJuge by ~ tbtJ -willi - MId -witbout - program coQ uviDp. 

4. Col 5: A"~. COfJ6WJ1 flow of 40 volJiclctJ pee iMy for 365 iMp. 
VclUcle IigurM lYvo beco obIIIiDed from the USAlDIT c:ompIeIod Socio 
&ooomic BueliDD Sluvey of Augml 1990. 

5. Col B: nu. providetlthe ToIIIl Net Prr»cnt V.Jae for ~ 
A TAP policy c~. being Col 7 times the AUIJ of tXJU 3 4 6. 

2,920.00 
2,920.00 
2,920.00 
2,920.00 
2,920.00 
2,920.00 
2,920.00 
2,920.00 
2,920.00 
2,920.00 
2,920.00 
2,920.00 
2,920.00 
2,920.00 

17,280.58 2,000.00 

0 

38,508,383.35 

http:38,508,383.35
http:2,000.00
http:17,280.58
http:1,973.61
http:3,941.48
http:2,920.00
http:14,600.00
http:4,000.00
http:1,000.00
http:2,920.00
http:14,600.00
http:2,920.00
http:14,600.00
http:2,920.00
http:14,600.00
http:4,000.00
http:2,920.00
http:14,600.00
http:2,920.00
http:14,600.00
http:1,000.00
http:2,920.00
http:14,600.00
http:2,920.00
http:14,600.00
http:4,000.00
http:2,920.00
http:14,600.00
http:2,920.00
http:14,600.00
http:2,920.00
http:14,600.00
http:1,000.00
http:2,920.00
http:14,600.00
http:4,000.00
http:2,920.00
http:14,600.00
http:2,920.00
http:14,600.00


. '"':::'.: .............. "' 

.(TABLE 6 PRESENT VALUE ANALYSIS OF ATAP 
(WITHOUT INCLUDING FOREIGN EXCHANGE BENEFITS) 

U.S. DOLLARS 

ear 

1 , 
2 500.00 0.00 0.10 14,600.00 
3 500.00 0.00 0.10 14,600.00 
4 500.00 0.00 0.10 14,600.00 
5 1,000.00 10,000.00 0.10 14,600.00 
6 500.00 0.00 0.10 14,600.00 
7 500.00 0.00 0.10 14,600.00 
8 500.00 0.00 0.10 14,600.00 
9 500.00 0.00 0.10 14,600.00 

10 1,000.00 10,000.00 0.10 14,600.00 
11 500.00 0.00 0.10 14,600.00 
12 500.00 0.00 0.10 14,600.00 
13 500.00 0.00 0.10 14,600.00 
14 500.00 0.00 0.10 14,600.00 
15 1,000.00 10,000.00 0.10 14,600.00 

3,941.48 10,720.96 6,n9.48 
:::;, Db: 

)0U I. Col I: o4~ rcpUrlperiodic -mbWlce ., $5OOII:m witIJ major MId: 
MJ:1 011 n»d8 ctoao e.."." five yea"'. o4"",,~ .... intm«oao C<¥t peT 1m bu beea 
Ktl etltimaled by Ministry of Worb 10 be bclw«m $429 - 450. 
@~2. Col 2: T'b.U is • UIIe wIA: ." DO rcpUr nyin .... oao ;. ctoao but rebabilitatioa 

'.'''';l)! ;. CMried out eve." tIJree yea"', ~.';. '3. CoI3: ~I value of Col 2 mh:~ preM1IJI.value of ~ I. T'b.U pvc. the ~ 
i .. :~. of o4To4P policy cIJaLJ8f' by ~adZ the -Wltb- aDd -Wltbour progam coG uvur,p. 
W:ki4. CoI4 o4~. reductioa in IrIm6pOn COISIUviDgs by 50S. 
~1~H5. Col 5: o4~. coruI.aDl flow of 40 velUcIt. peT d.y for 365 d.p. 
W1$ ValUcle fiprc5 uve '- obuiDed fror ~ USAlDff a>tnpIeIed Socio 
[j.?i Ecooomic &sc1iDc Survey of o4U&USI .. :Xl. 
'0;<6. Col B: Tltis provide. the Total Net PrcscDI Value ;.' . xJcrtdiDg 
.. A TAP policy cUngc&, being Col 7 times the sum 01 , ~"s 3 4 6 . 

........ . 
:'" .... 

1,460.00 
1,460.00 
1,460.00 
1,460.00 
1,460.00 
1,460.00 
1,460.00 
1,460.00 
1,460.00 
1,460.00 
1,460.00 
1,460.00 
1,460.00 
1,460.00 

8,640.29 2,000.00 

http:30,839.547.68
http:2,000.00
http:8,640.29
http:6,779.48
http:10,720.96
http:3,941.48
http:1,460.00
http:14,600.00
http:10,000.00
http:1,000.00
http:1,460.00
http:14,600.00
http:1,460.00
http:14,600.00
http:1,460.00
http:14,600.00
http:1,460.00
http:14,600.00
http:1,460.00
http:14,600.00
http:10,000.00
http:1,000.00
http:1,460.00
http:14,600.00
http:1,460.00
http:14,600.00
http:1,460.00
http:14,600.00
http:1,460.00
http:14,600.00
http:1,460.00
http:14,600.00
http:10,000.00
http:1,000.00
http:1,460.00
http:14,600.00
http:1,460.00
http:14,600.00
http:1,460.00
http:14,600.00


Annex C 

AEPRPSTATIJS 

A PROGRAM PURPOSE 

The purpose of the Africa Economic Policy Reform Program (AEPRP) is 

to assist the Government of Tanzania to reduce or eliminate transportation 

constraints to increased agricultural production and marketing through an 

improvement of policies affecting the transportation sector, and by 

increasing the amount of foreign exchange and local currency resources 

available to finance the import of equipment for the transport sector and 

construction equipment for the maintenance and rehabilitation of rural 

roads. 

B. PROGRESS TOWARDS MEETING EOPS 

The $12 million funds under the AEPRP program were disbursed through 

a cash transfer (tied to the procurement of certain eligible commodities) 

to the GOT after all CPs under the program were fully met. 

In meeting these CPs \bt:': ;:-r,,1:': 

(i) Increased the amount of the 1987/88 National Development 

Budget allocated to the Transport sector by 25% in real 

terms over the 1986/87 levels. Since then, the GOT has 

continued to increase the budget at a minimum of 25% every 

year. 

(ii) Awarded road rehabilitation contracts competitively to 

private sector or parastatal firms without preference. 



To date 3 out of the 4 road contracts for which actual road 

rehabilitation has began were awarded to local private firms. 

An additional 3 road contract packages are to be signed this 

month with three other local private firms. 

To assure competitiveness one local private contractor was disqualified as a 

lowest bidder because it was determined he had prior information on the 

confidential engineer's estimates and used same to prepare his bid. 

The parastatal company that was awarded one contract package was 

disqualified to bid on the next ser~s of contract packages after it was 

determined it had no capacity to undertake more contracts, thus 

demonstrating the GOT has no preference to either parastatals or private 

firms, but to performance. 

On the commodity import side of the program, so far, the $12 million FX 

has been utilized by local firms and agents to import road trucks, 

construction equipment, spare parts and lubricants. The cash covers 

generated has been used to finance road rehabilitation contracts with local 

contractors. Approximately $10 million equivalent in contracts have been 

awarded to date to local contractors to rehabilitate some 300 kms of rural 

roads. 

C. PROGRAM OUTPUTS 

The anticipated program outputs that focus on agricultural transport and 

marketing are: 

(a) an increase in priority and extent of rural roads serving agricultural 

production areas; 



(b) an increase in Tanzania private sector capacity to design, construct and 

maintain rural roads; 

(c) an increase in trucking capacity; 

(d) an increase in the efficiency of commerce, especially marketing of 

agricultural inputs and commodities; and 

(e) an improvement in the information base on which future policy and 

resource allocation discussions are made in the transport sector. 

These anticipated outputs are continually being achieved under the program e.g.: 

(a) The GOT places such high priority on rural roads that the FY91 GOT 

budget for rural roads has been increased fourfold compared to that of 

FY90 budget. Some 300 kms of rural roads are currently being 

rehabilitated using local contractors. Some 950 kIDs of rural roads have 

been designed and bid documents are ready. These would soon be 

contracted out and their rehabilitation would increase the extent of rural 

roads serving agricultural production area N.B. The rural roads being 

rehabilitated under the program are in the so called "Core Regions", 

which are regions that were selected as agriculturally productive on the 

basis of socio-economic criteria This criteria and selection was reviewed 

and approved by USAID in 1988 when the AEPRP program 

implementation began. 

The GOT seems poised to continue in increasing the priority and extent of 

rural roads over at least the next 5 years to 6 years. 

(b) The capacity of the Tanzania private sector to design and rehabilitate rural 

roads has increased since the AEPRP program began. 



Three local private firms have designed some 950 kIDs of rural roads and a 

local private contractor is rehabilitating some 200 kms of rural roads. 

Three more local private contractors are to begin rehabilitation of rural 

roads in the coming few months. The GOT is currently in the process of 

finalizing bid documents to award periodic maintenance contracts to lor.a1 

private firms. 

(c) The trucking capacity is continuously being increased as agents and firms 

impon trucks and spare parts under the CIP component of the program. 

To date $7 million of the $12 million AEPRP funds has been used for 

imponation of truck and truck spares. 

(d) To assess and gauge the above and all associated socio-economic impacts 

of rehabilitation and maintaining rural roads using AEPRP funds, a 

contract was signed between USAID and Agriconsult, a local private 

consulting firm. The contract called for a written repon that provides 

socio-economic information in four areas where USAID-supponed road 

rehabilitation and road maintenance is being undenaken. 

When updated by planned similar foUow-up studies, this information will 

provide a basis for assessing the socio-economic impact of AI.D.'s rural 

road improvement efforts under the AEPRP program. 

The contractor has completed the survey work and has submitted the final 

repon. 

The contractor's survey repon provided answers to the questions 

concerning: 

(1) the characteristics of the road and surrounding area; 



(2) transportation and marketing; 

(3) agriculture; 

(4) commerce and industry; and 

(5) quality of life. 

In answering these questions the contractor disaggregated the survey data 

along important socio-economic dimensions, including gender, socio

economic category, ethnic identity. urban/rural locations, and other 

dimensions that emerged as significant as the survey progressed. 

Major finding include the following: 

Few vehicles use rural roads 

Most people walk from place to place 

More men than women travel as passengers 

Women are more concerned than men about health services 

Most goods are carried by ptupie rather than hauled by vehicles 

The average per capita income C"&i. the four sites, $26-$91, is well 

below the average of $280 per annum 

Very few people have off farm income 

Most rural people have little or no expendable income and men do 

most of the purchasing 

Women spend daily 6 hours hauling water and 7 hours to collect 

firewood. 

Any change to the above findings from future follow-up surveys would shed 

light onto the people-level impact of rehabilitating rural roads. 



USAID is currently investigating ways and means for GOT to 

institutionalize this activity as an integral part of its road program. 

(e) In March 1991, the USAID Rural Economic Advisor conducted a 

preliminary impact survey along two partially rehabilitated rural roads in 

Shlny('.nga region. His findings included: 

increased mobility, especially in the rainy season 

improved evacuation of crops 

better supply of agricultural inputs and consumer goods 

increased public transpon at lower costs 

increased marketing choices for agricultural produce 

more purchasing choices (bargain shopping) 

people perceive roads as very imponant 

D. IMPORTANT ISSUES AND/OR PROBLEMS 

During the first two years of the program implementation local currency 

generation was slow. However the disbursement of the FX has dramatically 

increased during the past year as the commodity eligibility list expanded, 

economic activity continued, and imponers became more familiar with the 

program. The local currency generation from the 512 million AEPRP began in 

May 1988 and up to May 1990 (two years) only 55 million in local currency 

generated was generated. From May 1990 to March 1991 the equivalent of 57 

million was generated. 

The following actions were taken by USAID and the GOT to speed local currency 

generations: 



(i) The eligibility list which initially was restricted to road construction 

equipment and spare parts, truck spare parts and tires, was 

expanded to include spare parts required for road maintenance, 

tools and equipment for repair work, raw material for fabricating 

and reconditioning spare parts, ancillary equipment permitting fuller 

and more efficient use of primary equipment (e.g., forklifts for 

loading trucks), raw materials for retreading tires (excluding rubber 

compound chemicals and fertilizers), capital equipment for 

retreading vehicle tires, manufacturing brake linings, machine 

vehicle parts or performing other similar operations on vehicular 

components or parts, brake fluids and other essential lubricants, 

pickups and trucks up to 17 tons category. 

(ii) Cash cover requirements were relaxed in that importers were 

allowed to deposit not less than 20 percent of the value of the 

commodity to be imported, in lieu of 100 percent, for the L/e to be 

opened and the balance, subject to a bank guarantee, to be paid 

when the goods are delivered at the port of entry. 

At this state of the program implementation, the main issues is not 

the slow rate of draw down of the FX and the corresponding rate of 

local currency generation, but the problem centers around the fact 

that currently there is no FX to draw down. 

The S12 million funds of AEPRP has been committed to L/credit 

and the SlO.41 million ATAP funds cannot be used until such time 

that the proposed mechanism of disbursement, which is similar to 

that used uDder the AEPRP, is instituted. It is expected that all the 

resulting paper work would be finalized soon so that the normal 

draw down on the FX can resume. The rate of local currency 

generation is expected to increase, judging by the interests shown on 



the part of imponers and because the eligibility list has been 

expanded to widen the range of commodities to be imponed under 

the program. In this regard the major expansion included pickups 

and trucks up to 17 tons capacity as eligible commodities under the 

program. The demand for this range is very promising. To date 

impon applications worth S 12 million have been approved. Cash 

cover equivalent to $10 million has been deposited The balance is 

to be deposited soon. 

Regarding the actual road rehabilitation activities being undertaken 

by the two local contractor (Dbiyebi and MECCO), the work, 

overall, is progressing well although more slowly than expected. 

Obiyebi has accomplished 35 percent of the work while 70 percent 

of the contract time has elapsed. 

MECCO, the parastatal firm, has accomplished 20 percent of the 

work while 70 percent of the contract time has elapsed. The major 

cause for the delay is lack of construction equipment and/or spare 

parts. RRD/MOW is aware of the problem and the two contractors 

have officially been requested to attend to these problems 

immediately and improve their work progress. 

A recent USAID inspection/visit to the above contract sites has revealed the existence of 

cenain sections of road where special attention must be given by the super.isory staff, 

i.e., Rural Road Engineer and the consulting Resident Engineer. In this regard some fill 

sections have not been raised high enough and/or were not filled with proper selected 

materials; culven outlet ditches were not dug long enough to drain water, and drifts were 

not Con.5lnlcted long enough to avoid scour and the subsequent washouts to both 

approaches of the road. These issues were discussed with the RRD/MOW. The RRD 

has instructed the supervisory staff on site to rectify the problem immediately. 

( 
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1.00 

SUST~I~ILITY'~WALYSI8 
of 

RURAL RO~S DIVISION'S ROAD PROGRAM 

Roa~ Program sustaina~ility Definition 

The overall objective is to fully establish a sustainable 
system for road nhabilitcttion and mai.ltenance involving 
elements of the public and private sectors. 

1.10 Rehabilitat~ 

Rehabilitation of Regional roads is defined as restoring, to 
MOW specified maintainable standards, those sections of 
Regional roads which were previously designed and 
constructed to Regional road specifications. Sections of 
the Regional road network not previously engineered and 
constructed to Regional road specifications will require 

_upgrading to brins t~em to a maintainable standard. 

The rehabilitation program will finish once all previously 
engineered and ccnstructed regional road sections are 
restcred to maintainable standards. At that point the 
Regional road program viII consist only of maintenance and 
upgrading. 

Tanzania will be fully cap~ble of rehabilitating the 
Regional road network when: 

MOW has the ability to idel,tify and prioritize road 
sections reTliring rehabilitation. Pr;~ritization will 
be based on sound economic criteria. The ability to 
identify and prioritize road sections can be either an 
in-house capacity or it can be contracted to local 
consulting engineering firms or academic institutions. 
If the work is contracted, MOW must be capable of 
directing the process. 

Local consulting engineering firms have the ability to 
design rehabilitation works and prepare contract 
documents. 

RRDjRESs are able to administer, direct and control the 
contracting p~ocess for rehabilitation design work. 

The local construr.tion industry has the capacity to 
execute the rehabilitation program. 

REOs have the ability t~ supervise the execution of the 

1 

r./I! 
'J: I i[j 



works. The ability to supervise the works can either 
be an in-house capacity or contracted to local 
consulting engineering firtlls. If contracted, RIDs must 
have the capacity to administer, direct and control the 
process. 

GOT can secure ade~ate financing to fund the program. 

GOT/MOW has the ability to measure the social/economic 
impact of the rehabilitation program and to use the 
information to adjust or modify the progra..-'l'he 
ability to measure impact can either be an in-house 
capa~lty or contracted tc local consulting engineering 
firms or academic institutions. If contracted, GOT/MOW 
must have the capacity to administer, direct and 
control the process and to use the information. 

1.20 Road maintenanc, 

Road maintenanL is comprised of a defined set of activities 
which, when applied to the Regional road network, preserve 
GOT's capital investmenf and ensure a specified level of -
service to road users. Road maintenance of Regional roads 
is divided into two categories: (1) Routine Maintenance 
(RM) and (2) Periodic Maintenance (PM). 

Routine Mqintenance is comprised of a set of activities 
which must be continuously applied to the road network to 
ensure that the designed level of service and the initial 
capital invEstment are preserved. For Regional roads, the 
principal activities are grading, clearing drains, 
vegetation control, culvert cleaning and minor structures 
repair. 

Periodic Maintenance is comprised of a set of maintenance 
activities which are carried out at specific intervals (not 
yearly) to ensure that the designed level of service and the 
initial capital investment are preserved. For Regional 
roads, the principal periodic maintenance ~ctivities are 
regravelling gravel roads, reshaping earth roads and 
replacing timber bridge decks. 

Road maintenance i~ continuous'and is required as long as 
the road is operational. 

GOT/MOW will re fully capable of carrying out routine 
maintenance of the Regional road network when: 

RRD/REOs have the ability to measure and assess the 
extent and ~ondition of the Rugional road network. 
Local consulting firms may be contracted to collect 
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data, but RRO/REOs must h~ve the capability of u3inq 
L~d updating the d~ta. 

RRDjREOs are capable of planning RM activj~ies, 
estimating resources required, an~ schedullng work. 

':'he lOI...Jl construction industry and REO staff have the 
capacity to execute the RM program. Execution of HM 
will be carried out by contractors to the maximum 
extent possible. REO forces will undertake RH when 
contractors are not available and/or when to~ a~count 
units c:an effectively execute the works. . .. .: 

RRDjREOs haJe the capability to administer, direct and 
control RM activities whether carried out by 
contractors or force account. 

GOT provides financing to wholly fund the RM program 
with revenue generated within Tanzania. 

RRD/REOs have the ability to measure tile impact of the 
RM proyram and to use the information to adj~st or 
modify "the program.-

GOT/HOW ~ill be fully capable of carryinq out periodic 
maintenance of the Regional road network when: 

RRD/REOs are capable of planning PM activities, 
estimating resources requir~d, and sc:hed~ling work. 

- MOW/RRD have the ability to des~gn PM works and prep~re 
contract documents. 

The local con~truction industry and REO staff have the 
capacity to execute the PM program. EXecution of PM 
will be carried out by local contractors to the maximum . 
extent possible. REO forces will undert~ke PM when 
local contractors are not available or when force 
account uni~s can demonstrate a capability and 
efficiency superior to contractors. 

Local consulting engineering firms have the ability to 
supervise ~ll PM works. 

RRD/REOs have the ability to adoinister, direct and 
control all PM activities whether carrip-d out by 
cont~actors or force account. 

GOT provides fi~ancing to wholly fund the PM program 
wit~ revenue generated within Tanzania. 

RRC, REOs have the ability to rnec.3ure the impact of the 
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PK program and to uye the ,information to adjust or 
.edify the progra •. 

2.00 SOSTAINABILITY PROG~ AR!~8 

For ERn's rehabilitation and maintenance program to be 
sustainable, decisions, actions and resources must all be 
~oordinated and made available in a timAly manner. The 
decisions, actions and resources required are categorized 
into four broad program areas: 

1. Enact and Enforc! Appropriate Road Policy 
Reforms 

Develop Effective MOW Staff, Institutional 
Procedures and Management Systems 

3. Develop the Private Sector 

4. Secure Funding 

Each of the pr~ram areas contains multiple eJements. 
GOT/MOW already has many of the elements in place or 
partially implemented, but several critical elements are 
still to be established. In this section, the four program 
areas mentioned above are discussed in this section along 
with the v~rious elements. Section 3.0 presents a graphical 
implementation schedule showing the timing and sequence of 
actions to be taken in order to arrive at a sustuinable 
program by FY 95/96. 

2.10 ~t and Enforce ~ppropriate Road Policy Ref££m 

Major changes have recently occurred and will continue to 
occur to Tanzania's road program. Repercussions from these 
changes will continue to affect the program for years. In 
order to manage the changes and ensure greater efficiency of 
implementation GOT/MOW must develop, enact and enforce 
policies concerning maintenance priorities, private sector 
involvement in the program, donor involvement in the 
program, prepdring strategies for short-term/long-term 
responsibilities for district and urban road networks, 
vehicle weight ~ontrol and revenue generation/funding 
sources for the road rehabilitation and maintenance 
programs. 

The issues and recommended actions presented in this section 
are presented from the point of view of RRD's program 
sustainability. Some of the policy issues discussed below 
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require action tro. ministriealother than MOW and trom MOW 
divisions other than RRD. 

2.11 Roa~ Maintenance Policy an~ Gui~eline, 

GOT/MOW needs to agree upon policies or guidelines for 
several issues which impact on Regional Roads rehabilitation 
and maint~nanse program. The issues are: 

~'rification o1~stitut10nal Responsibilities !be 
responsibility for trunk and regional roads is veIl defined 
and sits with TRD and RRD respectively ot MOW. 
Responsibility for urban, district and teeder roads is less 
clear. Officially, urban and district roads are the 
responsibility of the city and district councils and their 
staffs, but these institutions have neither the capability 
nor the capacity to carry out their work programs. TRD and 
RRD have increasingly become involved in the urban and 
district rOJd programs because MOW has a greater capability 
and greater access to donor financing. Responsibility fpr 
220 km of Dar es Salaam roads was recently transferred to 
MOW. 

Much of the assistance and time devoted to urban and 
district roads is informal; and, while TRD/RRD have the 
capability to be involved in other road programs, they do 
not yet have the capacity. It is also uncertain that GOT 
has the capacity and resources to fully undertake these 
programs at present, but a policy/strategy is essential for 
future pl~nning and securing resources such as donor 
assistance. 

Action: GOT needs to either develop a strategy for the 
transfer of responsibility for District and Urban roads to 
MOW (gradually or at some future point time); or, GOT needs 
to commit itselt to developing the capacity within urban and 
district councils to undertake road rehabilitation and 
maintenance programs. 

Setting Rehabilitation/Maintenance Priorities MOW needs to 
develop prioritization guidelines to assist in the 
implementation of its prog=ams~ Decisions to allocate 
resources between rehabilitation, periodic and routine 
maintenance are often arbitrary and not based on established 
engineering and economic principles. 

In order to facilitate the application of priorities and 
other elem€'nts of the program, the Regional road network 
rnu~t be defined. The true p.xtent ann condition of the 
nelwork is not known. There is an iL~ediate need to 

5 



undertake a road inventory and condition survey of the 
Reqional roads. There is no nUmbering system for Regional 
roads. 

It is doubtful that sufficient funds and other resources 
will be available every year to unCertake all the needed 
maintenance and rehabilitation to the regional road network. 
Scarce resources can be better utilized if guidelines are 
established to identify priority roads and activities. 
Questions such as the following should be addresse4: Should 
paved roads recp.ive priority over gravel roads? Should some 
regions receive priority over other regions? Should 
rehabilitation be deferred in favor of recurrent 
maintena.nce? S1.oulrl recently rehabilitated roads in qood 
condition receive priority over those in poor condition? 
Sh~·lld drainage activities receive priority over surface 
repairs? etc. 

Acti~ MOW/RRD needs to design and carry out a road 
inventorJ and condition survp.y of all Regio~al roads. A 
road nu~bering system is to be developed. Once the extent 
?nd condition of the-network is est~blished, a -
1 =classification p.xercise may be necessary to bring 
important regional roads into the REOs program and to 
prioritize roads in the event that available resources are 
insufficient to cover the entire network. 

GOT/MOW needs to prepare guidelines for the establishrnen~ of 
maintenance priorities. MOW should set priorities for 
maintenance types and activities, but prior.ities betwpen 
classes of rOods (urban, t~unk, regional and nistrict) and 
between regions must be establi~hed together with other 
concerned ministries. 

2.12 Local contractor Involvement 

GOT has promoted the idea of local contractor involvement in 
the Economic Recovery Program (ERP), in the IRP and in RRD's 
rehabilitation and ~aintenance program. GOT is discussing a 
draft National Construction Industry Deyelopment Strategy, 
approval for which is expected in FY 91/92. Once the policy 
is adopted, it must be enacted~ 

The most pressing issue concerning private sector 
involvemen~ in the program is the proportion of work to be 
undertaken by contractors and the proportion to be 
undertaken by force account. MOW/RRD/REO need policy 
guidelines on this issue to plan ~nd develop its staffing 
and training program, to determine MOW equipment 
requirements and to give the private sector the confidence 
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and assurance to invest in the ,equipment and manpower 
necessary to carry out their share of the work. 

The types of work to be contracted to the private sector 
must also be determined. The private sector is presently 
participating in large rehabilitation and periodic 
maintenance contracts, but not yet in less capital intensive 
routine maintenance works. 

other' policy issues which affect the private sector and 
indirectly the RRD's program are: 

preferential treatment of local contractors 

definitions of local vs forp.ign contractors 

joint ventures between local and foreign firms 

access to foreign exchange and credit 

Action: GOT/MOW needs to approve and begin implementation 
of tRe National Construction Industry Development Strate 'y. 

GOT/MOW needs to develop guidelines for the proportion of 
works to be undertaken by force account and by contract. 

2.13 pono; Irlvolvemeqt 

Donor involvement in the road sector is expected to surpass 
USD 1 billiun over the next 5 y~ars. Most (over USD 900 
million) of assistancp. is being coordinated throu~h the IRP. 
Some donor programs and assistance are not consistent with 
GOT/MOW policies. More coordination and enforcemp.nt of 
policies is required. Some issues and areas requiring 
attention are: 

donor funded equipment purchases va GOT policy of 
commercial plant hire pools; 

donors providing staff incentives to GOT/MOW staff 
which may not be sustainable without donor 
assistance; and, 

use of foreign contractors and consultants rather 
than using or developing the local capacity. 

Action; GOT/MOW needs to be more involved in donor program 
devpJopment to ensure hetter cOlnpliance with GOT/MOW 
policies, guidelines and strategies. 
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2.14 R,venue G.neratioD 

The sources of loc~l revenues ~v~ilable to finance RRD's 
program are limited. The scope and budget for the program 
have been estimated, but sources of revenue and levels of 
financing are still to be determined. 

Under the origin~l IRP program, RRD was to undertake routine 
maintenanr.e for 7000 km and periodic maintenance tor 1400 km 
of regional roads in FY 91/92 assuming a periodic 
maintenance cycle of 5 years. Tbe prograa was to increase 
to 10000 km of routine maintenance and 2000 km ot periodic 
~aintenance by Fy 95/96. Routine Maintenance was estimated 
at USD 450/km and periodic maintenance at USD 5000/km. 

There are now 14000 km of regional roads programmed for 
routine maintenance in FY 91/92 and the network will 
increase to 17000 km by FY 95/96. The periodic maintenance 
program will expand from 1700 km/yr in FY 91/92 Lo 3000 km 
in FY 95/96, assuming an initial cycle of 8 years decreasing 
to 5 years by FY 95/96. T~ cost/km for routirre maintenance 
is now estimated at USD 500/krn and periodic maillte~dnce at 
USD 10,000. This means that the financial requirements of 
RRD's maintenance program will increase by more than 250% 
from the original IRP estimates. 

ActionL GOT needs to commit itself to increasing the 
funding to match the expanded regional road network or to 
reducing the net~ork to match available resources. Another 
option is to delay the date for which GOT ~~sumP.s total 
responsibility for fully funding periodic mainlenan~e which 
is now planned for FY 95/96. 

GOT recently established a Road Fund in which accrues funds 
from the sale of fuel and tro. vehicle licensing fees. 
Funds have been accruing since July 1990 and the Road Fund 
was legally established in June 1991. The tunds are to be 
used to support the road sector, but procedures tor the 
operation and management ot the fund have yet to be 
established. The priorities and activities which the Road 
Fund will support have not been determined. Is it 
exclusively for maintenance? or will it also fund other 
activities such as weight control? will funds be regionally 
distribut~d according to recorded fuel purchases? will the 
fund be used for "special projects", so that the public can 
see immediate benefits? will funds be proportioned to urban 
and district roads as well as trunk and regional roads? 
Will private sector contracts be supported by the fund? 
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Action; GOT/MOW needs to prep~re priorities for spending 
funds generated through the Road Fund. GOT needs to 
establish procedures for disbursing funds from the Road Fund 
in such a way that the funds and projects are known at the 
time MOW prepares its annual work program and budget. 

2.20 pevelop Ef(ective MO. Staff an4 Institutional Procedures an4 
Management Systems 

The structure of regional road administration in Tanzania 
has been subjected to frequent and disruptive chanqes over 
the past 20 years. Gen~rally, the changes have not been 
positive. Responsibility for road maintenance and 
rehabilitation was giv~n to institutions ill equipped to 
carry out the task, scarce technical skills were spread 
between several institutions assigned to perform the same 
tasks. The result of these changes has been confusion, 
poorly organized pl~nning, demoralized staff, quality of 
work has declined sharply and there has been ineffective 
long-term institutional and work force development. 

GOT/MOW, -through the IR-P, have adopted a coordinated 
approach to address these constraints. The approdch consists 
of: 

1) Consolidating all responsibility for Regional 
Roads within a newly reorganized MOW. The new 
structure establishes RRD at MOW headquarters with 
responsibility for national plnniling, technical 
~up~rvision, monitoring, systems development, 
GLandards setting, training and funds aJlocbtions. 
It further.establishe~ R~Os with the decenlralized 
respon5ibility for the executjon of Regional road 
maintenance and rehabiliLation; 

2) Modifying existing regulations which impede local 
procurement, task-work contracting and timely 
payment of funds to permit efficient road 
maintenance operations; 

3) Development and implementation of management 
sy~tems to plan, monitor and control operations; 
and.-

4) Recruit and train skilled staff at all levels to 
manage and implement Regional road rehabilitation 
and maintenance. 

2.21 l-doption 5!.f.. ___ r~w EOlYl.RRD...LLEO Or(!!\),j z .. tion structure an~ 
F~lling Vac~nt positions 
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The former Hin.Lstry of cOJllDW'lications and Works (MCW) was 
assiqned responsibility for ali Regional and Essential RurCil 
Roads in early 1~89. A Rural Roads Division (RRO) was 
established wit~ responsibility for regional roads, 
including national planning, technical supervi~ion of Rural 
Roads Engineers (RREs) , funds allocation, monitoring, 
standards setting and training. The execut.ion of 
maintenance and rehabilitation operations were decentralized 
to Regional EngiLleers Offices (REOa) under the direction of 
the Regional Engineers. New positions of Rural Road 
Engineers were establish2d with the responsibility tor 
Regionc 1 roco.d maintenance and rehabilitation. ! 

In November, 1990, the former HCW was split into the 
Minist.ry of Communications and Transport (MCT) and the 
Ministry of Works (MOW). HOW was given the responsibility 
for Trunk and Regional roads. In late 1990, MOW carried out 
an organizational review and developed a draft organization 
structure for the new ministry. The draft has been approved 
by MOW and iG awaiting final GOT approval. 

~ction: The new organization chart needs to be approved by 
GOT; next, job titles and positi~R descriptions must-be 
d8vp.loped and approved for all levels of the new 
organization. Existing staff must be confirmed into the 
positions and new staff must be recruited to fill vacancies. 

2.22 Develop~c~~~nd En~ctment of Modified Procurement and 
contracting PL~ceGures 

In order to pnhance the road rehabilitation and maintenance 
capacity in the country, GOT/MOW have chosen to utilize 
private sector contractors. Historically, public sector 
contractors and force account units (under the direction of 
the Regional engineers) have carried out road wor~s in 
Tanzania. It has been 15 years since the local private 
sector has been participated in national road programs. 

GOT was aware that changeo needed to be made in its 
procurement regulations in order to permit contract award 
decisions, at realistic monetary levels, to be made by the 
PS, REs and department directors of MOW HQ. In November, 
1990, GOT/MOW adopted a set of'"interim procurement 
regulations" prepared by a GOT task force. These 
regulations will remain in effect until GOT undertakes a 
complete revision of its procurement regulations, scheduled 
for implementation by the end Qf 1993. 

A pre~ent constraint is the lack of approved procedures and 
contract oocu'lIE::ntation to imple!uent the interim regulaU ons. 
GOT/MOW have a~proved tender documents and procedures for 
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large rehabilitation contract.~ but do not yet have 
documents or proce~ures for smaller piece work contracts for 
road aaintenance works. 

There is a need for two types of standard maintenance 
contracts in addition to the ~xisting contract for 
rehabilitation works. These a=e described in detail in 
Section 2.3. One type is a Unit Rate contract with 
indefinite quantities and the other is a fixed price/fixed 
quantity contract suitable for petty works such aa ditch 
clearing and vegetation control. 

I:argll contractors have been identified and prequalitied for 
r~habilitation and periodic maintenance works, but s~all 
cOIltractors to undertake pet.ty rlaintenance contracts have 
not yet been identified or approved. 

REs are not experienced in contracts administration. They 
need to be familiar with tendering procedures, bid 
evaluation, negotiations, change orders, contract amendments 
and claims. 

~ction: GOT/MOW-need to prepare and ctpprove stanaard 
contract documents and procedures for unit price and petty 
maintenance contracts. MOW needs to provide 
prequalification guidelines to REs for identification and 
prequalification of contractors in each region. 

REs need to be trained in contr~r.ts administration and 
supervision. 

Local contlactors need to be tr~ined to understand new 
contract documents and procedures. 

2.23 Development and Implementation ot Management Systems 

During the time which Region~l roads were under the Prime 
Minister's Office, each region had its own system for 
managing its road program. When MOW assumed responsibility 
for Regional roads, RRD was assigned the responsibility for 
developing a ~tandard management system to be implemented in 
every region. REOs in 12 regions will be receiving long
term technical assistance to assist them establish 
management systems and improve operations. 

In early 1990 MOW decided to develop its own maintenance 
management syst~m through its TRD and RRD with the 
assistance of b~isting TA. The system was designed to be 
compatible and con~istent for both trunk and regional r~ads. 
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The draft Road Maintenance Manaq •• ent System (RMMS) and 
manual were pretested in 3 req!ons and finalized during FY 
90/91. The FY 91/92 annual work progran and performance 
budgets were developed using the RMMS for all Trunk Cind 
Regional roads in all regions. The FY 91/92 maintenance work 
scheduling, reporting and cost accounting will be controlled 
and monitored by RRD/TRD using R~S. 

All elements of the RMHS have not been developed or fully' 
tested. A road inventory module and a module for .onitoring 
contract maintenance are yet to be developed. Tbe'~ will 
provide appropriate data and timely inforaation ~ all 
levels of management. It is expected that coaputera vill be 
used to assist TRD/RRD and REOs to summarize and analyze the 
data as well as to generate standard reports. The softWare 
to manage and manipulate the data has not been developed. 

All levels of staff at REOs and MOW HQ require intensive 
training in the use and operation of the ~~S. One of the 
principal objectives of technical assistance programmed to 
the REOs will be to assist the REOs to implement the RMMS. 
Tec~nical assistance to MOW HQ is required to update and 
modjfy the system and to train TRD/RR~ management to-use the 
system. The RMMS will require substantial revisions in 
first two years of operation and minor revisions thereafter. 

Action: RMXS is to be implemented in all regions for FY 
91/92 including a road inventory and condition survey which 
is to be designed and carried out in FY 91/92. 

Regular workshops to train RRD/REO staff to use the PMMS 
need to he scheduled continuously for the first f~w years of 
RMMS implementation .. 

RMMS mam'al will need to be updated and reprinted at the end 
of FY 91/92. 

A "sub-system" or module tor monitoring contracts will need 
to be developed and integrated into RMMS. The activities, 
units and standards must be the same as tor Force Account 
work. 

Software needs to be developed to assist RRD/REOs to 
summarize and analyze RMMS data and to generate management 
reports. 

2.24 Workforce Development and Training 

The training and career development of RRD/REO staff is 
e~sential to ensure a sustainable proyram. Proposed now 
staffing levels based on the new organization structure for 
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RRD/REOa have not been set. ~e lack ot an approved 
organization chart with staffing levels is a serious 
constraint. Position descriptions and description of duti,~s 
are needed at all levels. 

Most donors have training components inc~uded in their 
programs and projects. There is some duplication and 
inconsistency in the programs. Many reports, studies and 
proposals have been put forward over the past few years, but 
there is not yet an accepted training program for RRD and 
REOs which coordinates all the participating organizations 
and institutions. 

RRD at present is a highly flexible cadre of S committed 
profes5ionals which adapt to the frequently changing demands 
of establishin~ a new division, new systems and managing the 
implementation of the CRRRP. These activities are in 
addition to normal duties of national planning, technical 
supervision, monitoring, standard setting and training. 

Because the new organization structure is not yet final, the 
exact number and qualifications for RRD's staff are not 
known, but it is obvious that the current- stnffing of-S 
engineers in RRD is inSUfficient to manage U: work program. 
The number of professional staff required shOuld be 
increased by at least a factor of three. 

RRD/REO do not have sufficient support staff. Technicians, 
accountant5, training officers and computer operators will 
be required to support the programs. 

The REO staffing needs and capability of existi~g staff ~re 
not kncwn in suf f icient detail to develop a cOL,tlrehedsi va 
training program. The Trunk Roads Sections of the REO are 
much better staffed than the Rural Roads Sections, so it is 
expected that training will need to concentrate on RRD/REOs. 

RRD is undertaking an assessment of existing training 
facilities and ~roqrams available in Tanzania which will 
form the basia ot a future MOW/RRD training program. 

If RRD/REOs are to be efficient, effective and sustainable, 
not only do their staffs need to be adequately trained, but 
personnel management and incentives need to address the 
current situation of low salaries, lack of career planning 
and a lack of pertormance incentives. 

An incentive scheme for MOW has been prepared and is being 
discussed. 

ll~t~ MOW/RRD ne~ds to prepare and implement a training 
program and strategy. 
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MOW needs to carry out a study to "rationalize" its staff to 
reflect the shift from force account operations to 
contracting of works and decentraliza~i~n of operations to 
the regions. s!-lifts of personnel from TRD to ?S<.D and REOs 
should be consldered to balance staffing and to provide 
addltional career develo~ment cpportunities within ~JW. 

GOT/~10W needs to ?pprove its new organization structure, 
decide on staffing levels and prepare position descriptions 
for all positions. 

Mew needs to approve an cval1'~tion system and implement a 
t::Cl' f ('I rID;; nce ba sed inc~nt i 'y'e >- cheMe. 

2.30 Devrc,lop::ent of !Jocal Ce>ntracting capacity 

The construction industry is perhaps the single most 
importa~t element in Tanzania's investment program with 
eppcaxi ltely 50\ of total capital for~ation (i.e. roads, 
rail~ay~, ports, schools health facilities, offices, 
fc~~ori8sl lrriga~ion schemes, d~ms, etc) bc~ng r~alized 
thl.'-Clugh j his sector. 

As rece~tly as two years ago, involvement of the local 
pri';ate sec':or in ~OW's road program ...,as nil. The issue of 
private Se'Cv::r inV0~vernent was debated and at t~e u::ging of 
doncrs and the local cO~5truction industry, it was e~braced 
by GOT. T~r0~gh the Nation~l Constru~7ion Council (Sec) I a 
j:.ro,]'-af'1 to lr~.in and assiGt. 10' 11 c~n,.r2.cto: "'. to f',r;C', te 
ru,;:l 1'-(,,10 ::E:-'cbilit?tion ','as bcS:m. '.':;\;..1.8 ""Lre T;l,lY 

c n,:::c:ra~Jlts ""'lch as o·/aL .. iJ:-:1i)i'..:y c:f c()n1:ra('t.o~~, C:uIJability 
of ',-:-,05(;>, available, :Leak of ;lppro~ri<ite contJ.acting 
procedurGs " nd standards. 
Neverthel~ss, GJT and donors went furward with plans to 
involve the private sector in road works. In 1987, GOT and 
USAID entered into an agreement to implement the Core Rural 
Roads Rehabilitation Program (CRRRP) using local Tanzanian 
contractors to rehabilitate 1,500 km of rural roads. 
Approximately Tsh 4 billion (USD 20 million) have been 
committed to fund the works. 

Local contractors have recently won IRP funded 
rehabilitation and periodic maintenance contracts on Trunk 
roads worth more than Tsh 5 billion. In addition, local and 
foreign contractors are programmed to carry out more than 
1000 km of periodic maintenance in FY 91/92. 

T~nzania has a very active consulting engineering industry 
·,.,ith C.,/e;:: 1JO :-"'1istC'red [!·-~s. K~)st firms have expp.rif'r.':::e 
in '::.:~~iS.l <ind s'L.[-ervision of bui l:Lflgs and site davelop7:'ent, 
but :ittle ex?ericnce in r~ad ~crks. ~oad design and 
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supervision was primarily carried out by international firms 
or by ministry statt with only limited involvem~nt by local 
firms. 

It is GOT/~OW policy to maximize the use of local 
consul~ants and develop the local capaclty to design and 
supervise rOed Ioiorks. Under the C:-<.RRP, 8 contracts have 
been a~arded to local private s :tur firms for t~e design 
and supervision of reQional roa~s. As well, most 
international consultants are encouraged (often required) to 
joint venture with local cGnsultbnts when submitting 
prcposals for road works. 

GOT/MOW and t~e ~ajority of donors actively support local 
co~~r~ctor ifi~clvEhl~'t and t~A re~Donse by contractors is 
stronger than originally prcdic~ed. The problem has evolved 
from one of g~thering institutional and d~nor sup~ort for 
=ontractor 5.J,v·.:lvement in road ... ·orks to cne of 
developing/assisting the contractors to undertake an ever 
gre:d tc:r s;.are wf the prLigraj.~:,ed .... orks. 

GOT/~0W ~~ve also embraced the principle of using local 
cor.t!:"act-crs t·) llnfC:J"~ai<e rcu~:ine and period; c "rnaintc'.'lc ncp..
T::E!re 15 (;c;Jsic€:r'l')le ?ott!:n.ial foC' €x~dnsion of co::t!:"actor 
involv~~ent ~~ this area once appropriate contract docu~ents 
and proced~res are developed. 

GOT / 11Q~' .- ·Ji,u.-.i ~d cr;<?d ':h e t!£t i ~J" r.: J_ (:r.":,.? !_,:".ur~: ; (Hl J "'!:'iiJ.s t.r~ 
R.C:Y..G)'-l'.:,;·r· ','. s '~1 .. C_' ~ to be p·:epa." ,0;:; ': .. y " . .1,.:,. ~1i1t.1 I)nal 
Cor.stru<~1 iu;: ('c..uncil .(l;CC). l'JJ(~ ::tratc.-:9Y }Y';';:'))'.5 t:'o.' icy ?nd 
guidel);) • .:; for the GOT und dQllul.s c-nd co ..... ",:.; il1.1 a=pl:' .... ts of 
the indu~try. This strategy ~~s prepared, discussed and has 
been submitted for final appruval. 

Policies affecting the Regional road program are: 

1. Donor agencies and foreign contractors are 
encouraged to make increasing use of local 
contractors. 

2. GOT to develop and expand the existing contracting 
capacity to the fullest. 

3. Labour-based construction and maintenance methods 
will be fostered in order to reduce requirements 
en f~reign exchange. 

4. Loc~l cr.,ntrU(.'~c'L"S ./ill bf"! given rref,~rential 
~~~at~2n~ ~~cn ~;~ji~g a3ai~st foreign fir~s. 
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s. Local contractors will be given adequate access to 
foreign exchange to enable them to develop and 
perform satisfactorily. 

6. Current effort to train local contractors and to 
offer them advisory and technical assistance will 
be continued and enhanced. 

7. Fo~ce accoun~ and parastatal contractors will be 
assessed on their economic viability and will be 
considered for support or dissolution aa 
a?propriate. 

Action: GOT/MOW needs to adopt and enact the National 
Q..9:1!?.tnl~~ion-1J~t.Lstry Devel0.RJTlent strategy. All donors and 
ministries :.eed to be: ir,fcrmed of the strategy and bring 
their programs in line with GOT policy. 

GOT/MOW need to prepare and approve standard contract 
documents and t8nder procedures for three classes of 
rehabilita~ion and maintenance contracts. 

Mow/~ee r0ed to identify and register Cprequalify} lo~al 
cOI,tractors for thE: di fferent types and sizes of contracts. 

2.~::? Local CC,llt::<!t::tinq Capacity for Rehabilitation Works 

oA review of the lo~al contracting industry carried out by 
Nee sc~e~al Y8ars ago, identified seven local contractors 
with the pct8~tial to under take gravel road rehabilitati0n 
works. 'I":-.2::;e cunt.ract ors °ft"ere prpguali f ied for the CPRRP 
contracts. These contractors have beAn awar~ed 9 
rehabilitation contracts worth over USD 25 million. A 
second prequalification exercise was carried out in 1990 
prequalified an additional two contractors capable of 
undertaking large (greater than USD 1 million) 
rehabilitation contracts. 

The 9 contractors mentioned above have an estimated capacity 
to undertake about 300 km of rehabilitation per year with an 
estimated contract value of about Tsh 2 billion (USO 10 
million). The existing contractors can probably double 
their capacity and undertake 600 km per year which would be 
about Tsh 4 billion CUSO 20 million) . 

These same few contractors are also considered for trunk and 
urban road rehabilitation and also periodic maintenance 
contracts. If they are awarded these other types of 
contracts, ~~pn their capacity to undertake regional road 
rehabilitatlon ~iJl be pr0portionally diminished. 
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The donor supported rehabilitation works which are being 
executed by force account are expected to decrease during 
the IRP . 

. ~ction: The rehabilitation works should be programmed to 
m~tch the local contracting capacity. It is recommended that 
REOs undertake force account rehabilitation only if there is 
excess capacity after fully impJ.ementing the RM and PM 
programs. Donor programs supporting force account 
rehabilitation will decrease as the local contracting 
capacity is expanded to perform the works. 

Local consulting firms ~ill be ~mployed to undertake the 
design and sup~rvision of all major rehabilitation works. 

2.33 Local contracting capacity for Periodic Maintenance Works 

Periodic maintenance needs will grow from 1700 km in FY 
91/92 to between 3000 km and 4000 km in FY 95/96. For its 
FY 91/92 program, MOW has taken the very ambitious approach 
of contracting 100\ of its PM works. The WB agreed to fund 
up to 85% of the costs provided the works are'carri~d out by 
contractors. Concern over the limited capacity of the local 
co~trac~ors and WB contracting regulations resulted in the 
prequalification and bidding being opened to international 
firms. The total size of the PM program is estimated to be 
$30 million including both trunk and rural roads. 

The irnmC'':liate caracity of the private sector to carry cut 
this program is doubtful; therefore, the REOs may need to 
develop a certain capacity to undertake the portion of the 
program wh~ch the private sector cannot. 

Over 62 firms responded to the prequalification notice 
including 50 Tanzania contractors. Forty-two contractors 
were prequalified including 30 Tanzanian contractors. Some 
of the contractors were prequalified without possessing the 
required equipment based on their "promises" to 
hire/purchase the equipment if awarded a contract. 
Nevertheless, this shows both a strong commitment on the 
part of GOT and a strong response from the local contracting 
industry. 

The donor supported periodic maintenance which is being 
executed by force account is expected to decrease during the 
IRP. 

~ctjon: Periodic maintenance will initially be carried out 
by a mix of private sector c8ntractors and REO force account 
unit~. It is recommended that ~ost regions have one 
regravelling unit ca~able of 75 km to 100 km of regravelling 
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annually. This unit would concentrate on smaller sections 
(spot regravelling) and the private sector concentrate on 
longer sections. 

The mix of contract and force account PM will be assessed 
annually in each region. The proportional split will be 
determined by contractor availability/capacity in the region 
and the capability of the REO. The amount of donor support 
to a region will also be a factor. 

Supervision of PH works will be carried out by local 
consulting firms. 

2.34 Local contracting capacity tor Routin. Maipt.nanc. 'ork, 

There is no routine maintenance of regional roads presently 
undertaken by the private sector. However, it is a high 
priority of RRD to develop documents and procedures to 
contract routine maintenance. It is the intention of RRD to 
introduce maintenance by contract at a level consistent with 
the REO's ability ~o manage the contracts. 

Maintenance contractors will vary in size and scope: 

Major contractors: These contractors will carry 
out large periodic maintenance projects. 
Eventually these contractors may also be used to 
conduct all routine maintenance of a complete 
district or region. 

General Purpose contractor.: These contractors 
will carry out a wide range of activities, by 
mechanized or labor-based methods. They may be 
engaged for specific activities such as 
maintenance grading, culvert replacement or for 
all routine maintenance of defined roads. 

P.tty Contractor., These contractors will carry 
out the labor-intensive activities such as 
vegetation control, drain clearing etc. 

Major contractors will probably be the same ones identified 
for rehabilitation and periodic maintenance contracts. But, 
the general purpose and petty contractors will need to be 
identified and prequalified. 

The majority of local contractors are engaged in building 
works. These contractors have varying potentials for 
expanding into civil works, but many are well managed and 
are capable of undertaking general purpose and petty 
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contracts. the petty contracting capacity will vary greatly 
trom region to region. 

The size of the routine maintenance contracts will be 
generally small and not require much equipment. Therefore, 
small regionally base~ contractors are expected to carry out 
the petty contracts. 

Action; MOW/RRD/REOs need to develop and approve strategy 
for undertaking routine maintenance by contract. The 
strategy must set out targets tor the proportion of works 
and types ot activities to be contracted. 

GOT/MOW needs to develop and approve standard contract 
documents and procedures for general purpose and petty 
contracts. REOs and contractors need to be trained to use 
and administer the contracts. 

MOW/NCC need to identify and approve (prequalify) small 
contractors in the regions with the capability to undertake 
routine maintenance works. 

2.35 Financial constraints ot the Local contracting sector 

The primary constraint to expanding the private sector 
capacity is the lacY. of capital to purchase equipment. The 
problem is compounded by the general unavailability of 
credit. Local banks a"e short of cash to lend to 
contractors and inter~st rates are presently 25\ to 30\. 

Local contractors have limited access to foreign exchange 
for spare parts and f~r hiring foreign experts to help 
manage theIr operations. Recent changes in the banking laws 
have allowed local firms to open foreign exchange accounts 
and some local contractors have accounts offshore, but the 
limitations on the accounts do not yet permit contractors 
the access and control they need to operate efficiently. 

contractors have access to toreign exchange through several 
programs which such as the OGL and CIP whereby they can 
legally convert Shillings to hard currency for the 
importation ot equipment and spares. These programs are 
essential, but the contractors must still come up with 100\ 
of the T. Shillings. It normally takes from 3 to 6 months 
from the time of application to the time of delivery of 
commodities procured through these schemes. This is 
workable for large equipment purchases or bulk orders of 
spares, the procedures are not responsive to the often 
immediate needs of the contractors for specific spares. 
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Action; GOT and Bank ot Tanzania need to implem.nt 
procedures to respond to demands for foreign exchange and 
allow contractors to covert Shillings to foreign exchange 
for reaso,1able expenditures. 

OGL and import support programs should be designed to permit 
contractors to more readily access foreign exchange. 
All rehabilitation and PM contracts need to have adequate 
mobilization provisions which encourage investment in new 
equipment and materials. 

Plant hire companies should offer hire purcha •• 8cb .. es to 
contractors. 

2.36 stafting constraints of the Local Contractipg sector 

There is a shortage of skilled construction and mechanical 
supervisors available in Tanzania. Forex problems prohibit 
the procurement of experienced staff from outside the 
country and contractors are reluctant to hire expensive 
foreign staf~ without ~ssurances of continued contracts. 

Shifting of MOW staff to the private sector has not 
occurred. It was predicted that MOW staff would be enticed 
to shift to the private sector because of greater financial 
benefits. To date, this has not been the case. The private 
sector does not offer sufficient security to wctract 
establis~ed MOW staff. The issue may surface as the private 
sector becomes more and more established, but there is now 
the expectation that MOW staff will remain with the MOW for 
the near future. However, MOW will be competing with the 
private sector for the additional staff it needs to 
implement its road pr.ograms. 

The intake of engineering students at the university of Dar 
es Salaam and the technical colleges at Arushd and DSM have 
recently been incraased in expectation of a gl"owing demand. 
But experienced personnel from the level of o~erators and 
foremen up to engineers and construction manag~rs will be 
increasingly difficult to find as the contracting industry 
assumes a greater and greater share of RRD's pro0ram. 

Action; GOT should permit local contractors to access to 
foreign exchange to recruit and hire foreign t~chnical 
assistance if the local capacity is insufficj~nt. 

NCC's contractor training programs should be continued and 
expanded as required. 
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2.37 Definition ot Local contractor~ 

At present, local contractors are legally defined solely on 
the basis of the nationality of the owners. This narrow 
definition restricts the participation of some locally 
based, but foreign o~'ned, firms that generate most of their 
revenue in Tanzania. If additional criteria such as 
principle place of business, number of Tanzanian employees 
or percentage of earnings derived from Tanzanian con~racts 
are considered, then foreign investment would be encouraged 
and the local capacity could be expanded. 

The issues of joint ventures and sub-contracting between 
foreign and local firms also needs to be redefined. 

Action: COT needs to review its definition of foreign and 
local contractors with the aim of promoting foreign 
investment in the sector while maintaining preferential 
conditions for local; contractors. 

2.40 Revenue Generation and Program Financing 

Forecasting program costs and estimating future revenues is 
a tricky business even if accurate, complete data is 
available. Forecasting and estimating in Tanzania is 
difficult not only due to lack of data, but also due to 
lack of clear GOT policies and the fact that most of 
Tanzania's income is agriculturally based which makes it 
vulnerable to weather and price fluctuations. 

The constraints to development of a sustainable financing 
scheme for Regional road program are large. The sources of 
local revenue available are limited and the ability and 
commitment of the government to budget increasingly higher 
amounts of funds for road maintenance is not certain. The 
major immediate constraint is the undefined scope of the 
Regional roads rehabilitation and maintenance program. 

2.41 Scope ot the Regional Road Rehabilitation and Maintenance 
Programs 

Early in the development of IRP it was proposed that 
Regional roads become the responsibility of MOW under a 
newly created rural roads division. It was felt that MOW 
and RRD would be overwhelmed by taking over the entire 
(estimated to be 20,000 km) at one time. Under the IRP, GOT 
agreed: 
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• to assume responsibility for routine maintenance 
of 7000 km of Regional roads in FY 91/92 and 
increase to 10000 in PY 95/96. 

• to begin its periodic maintenance (PM) program 
with 650 km of regravelling and 700 km of 
"reshaping" in FY 91/92 increasing to 1200 km of 
regravelling and 750 km of reshaping in FY 95/96. 
A 5 year periodic cycle for regravelling was 
assumed. 

• to rehabilitate 2250 km of existing regional 
gravel roads and upgrade 4500 kD of earth roads to 
gravel road standards. 

In addition, it was agreed to give priority to Regional 
roads in 11 "Core" regions. These roads were to receive 
higher levels of maintenance funding than "non-Core" roads 
and also to receive the bulk of the PM and rehabilitation 
works. 

Beginning in FY 90/91, the_responsibility for all Regional 
roads was assumed by MOW/RRD. For FY 91/92, the total 
Regional road network has increased to approximately 17000 
km. This is more than double the network upon which the IRP 
program is based. The current MOW/RRO program for Regional 
roads can be described as follows: 

• RRO's network will grow from about 17,000 km in FY 
91/92 to 20,000 km in FY 95/96. The increase will 
be the result of upgrading District and essential 
feeder roads to Regional road standards; 

• Routine Maintenance will be carried out on the 
entire network each year; and, 

• Pericdic maintenance (regravelling) will be 
carried out on a 7 year cycle. This means that the 
PM program will grow from 2000 km in FY 91/92 to 
2500 km in FY 95/96; 

• Rehabilitation of 500 km is programmed for each of 
the next 5 years. 

The comparison of the financial requirements of the IRP 
program and that required by the current MOW/RRO program are 
shown on Table 1.0. 

For the purposes of this analysis, US dollar amounts are 
used because it is less likely to be affected by inflation, 
devaluations, etc. than the Tanzanian Shilling. 
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TABLE 1 REG I OIIAl ROADS NA I NTEN,jjCE PROGlWI I 
ITEM FY 91/91 FY 9219'3 FY 93/94 rY 94/9'5 fY 9'5/96 

Rout Ine lRP 7000km 7000l<m 8000km 8500km 1000Nm 
Ma I nt enanc e 

(14 QQD 14500k'll 1S000km 15500'm 160000m 16500km 

Periodic ! RP 1400km 1400km 1550km 1600km 1650km 
MaIntenance 

(14 RRD 2000km 2150km 2250km 2300km 2500km 

REGIONAL ROADS NAINTENANCE BlJ)GET (USD '000) 

ITE" FY 91/92 FY 9219'3 FY 9'3/94 FY 94/9'5 FY 9'5/96 

Rout i ne I RP 3 004 3 010 3 591 3 742 4 666 Costll<m 429 
MaIntenance 

7880 Budget RRD 6 525 6 750 6 980 7 425 Costll<m 450 

Periodic lRP 5 i"i4 5 970 7 369 7 767 9 897 Cost/km 4 110 
Maintenance 

Budget RRD 20 000 21 500 22 500 23 000 25 oon Cost/km 10 JOO 

Toul lRP 8 758 8 890 10 960 11 509 12 56] 
Maintenance 

Budget RRD U,525 28,250 29,480 30,Q5 32,880 

It is obvious from Table 1 that the financial requi-ements 
of the two programs differ significantly. Currently, GOT is 
committed to financing 100% of the recurrent budget for 
Regional roads by FY 95/96 based on the IRP work program. 

Table 1 shows GOT's financial commitment to funding the 
Regional roads program as per the IRP agreement. Under the 
IRP agreement, GOT is committed to assuming an annually 
increasing percentage of the recurrent costs until it has 
assumed 100% by FY 95/96. Table 2 also sho~s the amount of 
G07 financing required to assume responsibility for its 
present program by FY 95/96 

TABLE 2 RE G I '*AL R<Wl 5 ICA IIHE WCE BLOGET cuss ' 000 ) ] 
ITEM FY 91/92 • FY92/9'3 FY 9'3/94 FY 94/9'5 FY 9'5/96 

Total IRP 8 758 8 890 10 960 11 509 12 563 
Ma i ntenance 
Budget RRD 26 525 28 250 29 480 30 425 32 880 

I GOT Contribution 50% 60% 751 651 100% 

Minirrun IRP 4 379 5 334 8 220 9 783 12 563 
GOT 
Contribution RRD 13 263 16 950 22 110 25 861 32 880 . 

Actual allocation tor Regional Roads tor FY 91/92 was Tsh 1,512 billion (USS 6,050,000) 
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It is obvious from Table 1 that the financial requirements 
of the two programs differ significantly. Currently, GOT is 
committed to financing loot of the recurrent budget for 
Regional roads by FY 95i96 based on the IRP work program. 

Tabl~ 1 shows GOT's financial commitment to funding the 
Regional roads program as per the IRP agreement. Under the 
IRP agreement, GOT is committed to assuming an annually 
increasing percentage of the recurrent costs until it has 
assumed lOOt by FY 95/96. Table 2 also shows the amount of 
GOT financing required to assume responsibility for its 
present program by FY 95/96 
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A9tionj GOT/MOW needs to agree on the scope of Regional road 
program. The agreement is expected to follow the completion 
of the road inventory and condition survey planned for FY 
91/92. Donors should be included in the discussions, 
especially WB and those supplying direct assistance to Ru~al 
roads programs. This issue impacts every aspect of the 
program, such as number of staff to be recruited or traired, 
amount of equipment, number of contractors required and 
financial needs of the program. 

2.42 Sources ot Revenu. 

In January 1991, a study was carried out under the auspices 
of the WB to assist GOT develop a program to finance 
recurrent maintena~ce cost for trunk and rural roads. This 
study's aim was to assess present status of revenue 
generation in the road sector and to recommend a course of 
action for GOT to meet the financial commitments of the IRP. 

Tanzania has 6 major sources of revenue from the road 
sector. They are summarized below along with expected level 
of funds to be generated for FY 90/91. 

1. 
2. 
3. 
4. 
5. 
6. 

SOURCE 
Excise duty 
Sales tax on petroleum 
Sales tax on veh. & spares 
Sales tax on tyres and tubes 
Road Fund (fuel tax) 
Vehicle licenses,etc. 

~ 
1.3 

14.3 
9.9 
5.5 
4.2 
0.6 

--------------
$ 35.8 

While this is the amount of funds the sector generates, only 
the Road Fund is dedicated to road programs. The other 
revenues go to the Treasury and are reapportioned each year 
during budget negotiations with the various ministries. 

A Roads Fund was established in June 1991 which will receive 
funds generated from a fuel tax of 7.5 Shillings/liter. 
These new taxes and fees are expected to generate an 
additional $20 million. 

Operating procedures and priorities for use of the Road Fund 
have not yet been established. It is not clear if the Road 
Fund will eventually, fully finance the road program or if 
general treasury revenues will also be required annually. 

Action: Revenues from the Road Fund need to be prioritized 
between the different road classes and types of activities. 
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Procedures for programming and disbursing Road Fund revenues 
need to be established and implemented. 

If MOW/RRD decide to carry out the present expanded work 
program rather than the IRP program, then new IRP 
expenditure targets need to be developed which reflect both 
the increased kilometers of the Regional road network and 
the increased cost/km of periodic maintenance. 

GOT should revise accounting procedures for salaries, plant 
and administration such that total costs of roads program 
ar€ consolidated within MOW so that a true cost of the road 
program can be monitored. 

3.00 sustainability Action Plan 

The recommended actions for each of the of the program 
elements discussed in Section 2 are listed in the following 
timelines. Taken as a whole they represent the action plan 
required to a~hieve a sustainable Regional road program by 
FY 95/96. 

It is obvious from the Action Plan that most of the program 
elements for sustainability need to occur within the first 
two years of the program. The first years are when the 
policies and systems are to be developed and implemented. 
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Annex E 

5e(1) - COUNTRY CHECKLIST 

Listed below are statutory criteria 
applicable to the eligibility ot countries to 
receive the following categories or as.istance: 
(A) both Dovelopment Assistance an~ Economic 
Support Funds; (B) Development A •• istance 
funds only; or (C) Economic Support FUnds 
only. 

A. COUNTRY ELIGIBILITY CRITERIA APPLICABLE TO 
BOTH DEVELOPMENT ASSISTANCE AND ECONOMIC 
SUPPORT FUND ASSISTANCE 

1. Narcotio. 

a. Neqativ. oertification (rY 
1991 Appropriations Act Sec. ~S9(b»): H~s NO 
the President certiti.~ to the Congress 
that the qovernment of the recipient 
country is fai1in; to take adequate 
measures to prevent narcotic dru;s or 
other controlled substances which are 
cultivated, produced or processed 
illicitly, in whole or in part, in such 
country or transporte~ throu;h auch 
country, trom being sold illeqally within 
the jurisdiction ot such country to Unite~ 
States Government peraonnel or their 
dependents or trom enterin9 the Unite~ 
States unlawtully? 

b. positive curtitication (FAA N/A 
Sec. 481(h)). (This provision applies to 
assistance of any kind provided by 9rant, 
sale, loan, lea •• , credit, quaranty, or 
insuranc., except a •• istance trom the 
Child survival Fun~ or relating to 
international narcotics control, disaster 
and retugee relief, narcotic. education 
and awareness, cr the provision of food or 
medicine.) It the recipient 1 •• "major 
illicit dru9 producing country" (detined 
as a country producing durin; a fiscal 
year at l.ast five metric ton. of opium or 
500 metric tons of coca Qr marijuana) or a 
"major drug-transit cQu~try".{det1n.~ al a 
country that is a Significant direct 
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source ot illicit drugs significantly 
~ff.~cting the united States, through which 
~uch drugs are transported, or through 
which siqnificant sums or drug-related -
profits are laundered with the Knowladqe 
or complicity ot the government): 

(1) does the oountry have 
in place a bilateral narcotic. agreement 
with the United States, or a multilateral 
narcotics aqreement? 

(2) haa the Prelident in 
the March 1 International Narcotics 
Control Strategy Report (INSC;R) determined 
and certified to the congress (without 
Congressional enactment, within 45 daya of 
continuous 8ession, ot a resolution 
disapproving such a certification), or has 
the President determined and certitied to 
the Congress on any other date (with 
enactment by Congresl or a resolution 
approving such certitication), that (a) 
during the previous year the country ha. 
cooperated fully with the United States or 
taken adequate steps on its own to sfttisty 
the goals agreed to in a bilateral 
narcotics agreement with the United States 
or in a multilateral agreement, to prevent 
illicit drugs produced or processed in or 
transported through such country from 
being transported into the United State., 
to prevent and puniah drug profit 
launder in; in the country, and to prevent 
and puni.h bribery and other torma ot 
public corruption which facilitate 
production or shipment ot illicit druga or 
discourage prosecution of such act., or 
that (b) the vital national intereats of 
the United States require the proviaion of 
such assiatance? 

c. Government poliey (1986 N/A 
Anti-Orug Abuse Act of 1986 S.c. 2013(b). 
(This aection appli~5 to the aame 
categories of asaistance subject to the 
restrictionB in FAA Sec. 481(h), above.) 
If recipient country is a "major illicit 
drug producing country" or flma;oI: 
drug-transit country" (as defined for the 
purpose of F~' Sec 481(h)), haa the 
President submitted a report ,to Conqres. 
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listing such country as one: (a) which, 
as a matter of government polley, 
encourages or facilitates the production 
or distribution ot illicit drugs; (b) in 
which any .enior official of the 
government engages in, encourages, or 
facilitate. the production or distribution 
ot illegal drugs; Cc) in which any memDer 
of a u.s. Governmont agency h •• suttered 
or been threatened with violence inflicted 
by or with the complicity ot any 
government otficer; or (d) which tail. to 
provide reasonable cooperation to lawful 
activities of u.s. drug enforCement 
agents, unlesB the ~re8ident has provided 
the required certification to Conqress 
pertaining to u.s. national intereste and 
the drug control and criminal prosecution 
efforts ot that country? 

2. %Ddebte4nelD to u.s. citilenl NO 
(FAA Sec. 620(c): It assistance is to a 
government, is the government indebted to 
any U.S. citizen for goods or-services 
furnished or ordered where: Ca) .uch 
citizen has exhausted available legal 
remedies, "Cb) the debt is not denied or 
contested by such government, or (c) the 
indebtedness arises under an unconditional 
guaranty of payment. given by such 
governmen~ or controlled entity? 

3. ..ilure of v ••• Property (FAA NO 
Sec. 620(~) (1»: It •• si.tanes il to a 
government, ha. it (ineludinq any 
government agencies or subdivisions) taken 
any action Which h.. the eftect ot 
nationalizin9, expropriating, or otherwi.e 
asizinq owner.hip or control of property 
ot U.S. citizens or entities beneficially 
owned by them,without taking Itepe to 
discharge ita obligations toward such 
citizen. or entitie.? 

4. Communi.t oountrie. (FAA SeCB. NO 
620(a), 620(t), 6200; FY 1991 
Appropriations Act Secs. 512, 54')1 II 
recipient country a Communi,t country? It 
BO, has the President: Ca) determined N/A 
that assistance to the country is vital to 
the security of the unite~ S~at.s, that 
the recipient country is not controlle~ by 

= .~.~ 
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the int.rnational Communist conspiracy, 
an~ that luch a •• istance will further 
promote the independence of the recipi.nt 
country from international communism, or 
(b) removed a country trom applicable 
restrictions on a8sistance to communist 
countri •• upon a determination and report 
to Congress that auch action 1s important 
to the national interoat of the United 
State.? Will a.sistance ba provi~e~ 
either directly or indirectly to Angola, 
cambodia, CUba, Iraq, Libya, Vietnam, Iran 
.Or Syria? Will aseistance be provided to 
Afghani.tan without • certification, or 
will as.ietance be provided inside 
Afghanistan through the Soviet-controlled 
government ot Afghanistan? 

s. Hob Action (FAA Sec. 620 (j) ) : NO· 
Has the country p.rmitt.~, or failed to 
take adequate measure. to prevent, damage 
or de.truction by mob action ot u.s. 
property? 

6. OPIC lnv •• tm.nt Oua:snty (FAA NO 
Sec. 620(1»: Has the country failed to 
enter into an investment guaranty 
agreement with OPIC? 

7. 8.isure of 0.8. 7i.biDg v •••• l. 
(FAA S.c. 620(0); Fishermen's Protective 
Act ot 1967' (as am.nded) Sec. 5): (a) Ha. 
the countrylseized, or impo.ed any p.nalty 
or sanction against, any u.s. fishing 
v •••• l becaus. of fishing activiti •• in 
international water.? (b) If .0, hal any 
deduction rQqui~.d by the Fisherman'. 
Protective Act ~.en made? 

8. Loan D.tault (FAA S.c. 620(q): 
FY 1991 Appropriations Act Sec. 518 
(Brook. Amendment»: (a) Haa the 
governm.nt of the recipient country b •• n 
in default tor more than six months on 
intereat or' principal ot any loan to the 
country under the FAA? (b) Ha. the 
country b.en in detault tor more than on. 
year on interest or principal on any u.s. 
loan under a program tor which the FY li90 
Appropriati~ns Act appropriate. funds? 

a. NO 

b. NIl 

d. NO 

b. NO 
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9. Hilitary Equipment (F~~ Sec. 
620 (s) ): If contemplated assistance is 
development lo(\n or to come from Ecunomic 
Support Fund, has the Administrator taken 
into account the percentage of the 
country's budget and amount of the 
country's foreign exchange or other 
resources spent on military equipmpnt? 
(Reference may be made to the annual 
"Taking Into Consideration" memo: "Yes, 
taken into account by the Administra tor at-: 
time of approval of Agency OYS." This 
approval by the Administrator of the 
Operational Year Budget can be the basis 
for an affirmative answer during the 
fiscal year unless significant changes in 

. circumstances occur.) .. 

10. Diplomatic nclalions ~ith u.s. 
(FAA Sec. 620(t)): Has the country 
severed diplonlatic relations with the 
United States? If so, hrwe relations been 
resumed and have new bilateral afsistance 
agreements been negotiated and ehtered 
into since such resumption? 

11. U.N. Obligations (FAA Sec. 
620(u)): What is the payment status of 
the country's U.N. obligations? If the 
country is in arrears, were such 
arrearages taken into account by the 
A.I.D. Administrator in determining the 
current A.I.D. operational Year Budget? 
(Reference may be made to the "Taking into 
consideration" memo.) 

12. International Terrorism 

a. sanctuary and support (FY 
1991 Appropriations Act Sec. 556; FAA 
Sec. 620A): Has the country been 
determined by the President to: (a) grant 
sanctuary from prosecution to any 
individual or group which has committed an 
act of international terrorism, or (b) 
otherwise &upport international terrorism, 
unless the President has waived this 
restriction on grounds of national 
security or for humanitarian reasons? 

N/A 

NO 

As of 1990 Tanzania was 
not in arrears. 

NO 

NO 



b. Airport seourity (ISDCA ot 
1985 Sec. S!2(b). Ha. the Secretary ot 
State determined that the country is a 
high terrorist threat country atter tha: 
Secretary ot Transportation has 
determined, pursuant to section 1115(e) (2) 
ot the Federal Aviation Act of 1959, that 
an airport in the country does not 
maintain and administer effective security 
measure.? 

13. ni.orimination (FAA Sec. 
666(b)): Ooes the country object, on the 
basis ot rae., reliqion, national origin 
or sex, to the presence of any officer or 
employee ot the U.S. who is pre.ent in 
such country to carry out economic 
~evelopment programs under the FAA? 

14. Nuclear Technology (FAA Secl. 
669, 670): Has the country, atter Auquat 
3, 1977, delivered to any other country or 
received nuclear enrichment or 
reprocessinq equipment, materials, or 
technoloqy, without specified arranqements 
or safeguards, and without special 
certitication by the President? Has it 
transterre~ a nuclear explosive device to 
a non-nUclear weapon state, or it luch a 
.tate, either received or detonated a 
nuclear exploBive ~evica? If the country 
i. a non-nuclear weapon state, has it, on 
or atter Auquat I, lias, exported (or 
attempted to export) illegally trom the 
United states any material, equipment, or 
technoloqy which would contribute 
significantly to the ability ot a co~ntry 
to manutacture a nuclear exploaive device? 
(FAA Sec. 620E permit. a .pecial waiver ct 
Sec. 669 tor Pak1.tan.) 

15. Alqiere M.etiD~ (ISOCA of 1981, 
Sec. 720): Wa. the country represented at 
the Meetinq of Miniater. of Foreiqn 
Affairs and Head. ot Oeleqation. of the 
Non-Aligned Countriem to the 36th General 
Assembly of the U.N. on Sept. 25 and 28, 
1981, an~ ~id it fail to diGasaociate 
itself from the communique iS5uad1 If 80, 
has the President taken it into account? 
(Reference mey be made to the "Takinq into 
ConBideration" memo.) ., 

NO 

NO 

NO 

NO 

NO 

Yes, and it failed to 
disassociate itself from 
the communique. This 
was taken into con6ider~ 
tion in the approval of 
the 1991 OYB. 
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16. Military coup (FY 1991 
Appropriations Act Sec. 513): Has the 
duly elected Head ot Government of the 
country been deposed by military coup or 
decree? If assistance has been NO 
terminated, has the President notified 
Con9res~ that a democratically elected 
government has taken office prior to the N/A 
resumption ot a •• iatance? 

17. Rafuqe. coop.ratioQ (FY 1991 
Appropriations Act Sec. 539); Does the YES 
reCipient country fully cooperate with the 
international refugee assi~tance 
organizations, the United States, and 
other governments in facilitating lasting 
solutions eo retugee situation., lncludin9 
resettlement without respect to race, •• x, 
religion, or nation~l origin? 

lB. Exploitation of Child~.n (FY NO 
1991 Appropriations Act Sec. 5990, 
amending FAA Sec. 116): Does the 
recipient govern~ent fail to take 
~r-~opriate and adequate measures, within 
its means, to protect children from 
exploitation, abuse or forced conscription 
into military or paramilitary services? 

B. COUNTRY ELIGIBILITY CRITERIA APPLICABLE 
ONLY TO DEVELOPMENT ASSISTANCE: ("OA") 

1. Human Ri;ht. Violation. (FAA Sec. 
116): Has the Department of Stat. 
determined that this government ha. 
engaged in a con.i.tent pattern of gro •• 
violation. of internationally recognized NO 
human rights? It ao, can it be 
demonstrated that contemplated asaiatance N/A 
will directly benefit the needy? 

2. abortioQs (FY 1991 Appropriations NO 
Act Sec. 535): Has the President 
certified that use of OA fund. ~y this 
country would violate any of the 
prohibitions against use of fund. to pay 
for the performance ot abortion. a. a 
method of family planninq, to =otivate or 
coerce any person to practice abortion., 
to pay tor the perforrnan~e of' involuntary 

'11\ 
\ 
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sterilization a8 a method of family 
planninq, to coerce or provide any 
financial incentive to any paraon to 
undergo sterilizations, to pay tor any 
biome4ical re •• arch which relate., in 
whole or in part, to method. ot, or the 
performance of, abortions or involuntary 
sterilization a. a means of family 
plarminq? 

COUNTRY ELICIBILlry CRITERIA APPLICABLE 
ONLY TO ECONOMIC SUPPORT FUNDS (IIESr") 

Human ~1qht. Violationa (FAA Sec. N/A 
S02B): Haa it been determined that the 
country has engaged in a con.istent 
pattern of qro •• viol~tion. ot 
internationally recognized human right.? 
It so, has the President found that the 
country made such significant improvement 
in its human rights record that furnlahinq 
such assistance is in the U.S. national 
intereat? 

Clearances: GC/AFR:MAK1·einjan (draft) 
AFR/PD:CTerrY~d aft) 
AF/E:MCheshes 

J 



SC(2) - ~B8IST~lCE CHECKLI8T 

Listed below are statutory criteria 
applicable to the assistance resources 
themselves, rather than to the eligibility of a 
country to receive assistance. This section is 
divided into three parts. Part A'ipcludes 
criteria applicable to both Development 
Assistance and Economic Support Fund resources. 
Part B includes criteria applicable only to 
Development Assistance resources. Part C 
includes criteria applicable only to Economic 
Support Funds. 

CROSS REFERENCE: IS COUNTRY CHECKLIST UP TO YES 
DATE? 

A. CRITERIA APPLICABLE TO BOTH DEVELOPMENT. 
ASSISTANCE AND ECONOMIC SUPPORT FUHDS 

1. Host Country Develcpment Efforts 
(FAA Sec. 601(a»: Information and 
conclusions on whether assist~nce will 
encourage efforts of the country to: 
(a) increase the flow of international 
trade; (b) foster private initia+:ive and 
competition; (c) encou~age develo~ment and 
use of cooperatives, credit unions, and 
savings and loan associations; 
(d) discourage monopolistic practices; (e) 
improve technical efficiency of industry, 
agriculture, and commerce; and (f) 
strengthen free labor unions. 

2. U.S. Private Trade and Investment 
(FAA Sec. 60f(b»: Information and 
conclusions on how assistance will 
encourage U.S. private trade and 
investment abroad and encourage private 
U.S. participation in foreign assistance 
programs (including tise of private trade 
channels and the services of U.S. private 
enterpr ise). I 

The assistance will 
foster increased exports, 
increased imports and 
private sector road 
contracts, which will 
encourage private sector 
initiative and discourage 
parastatal construction 
monopolies. 

U.S. firms will provide 
goods under the import 
program and U.S. firms 
and individuals will 
undertake technical 
assistance and consultancy 
services. 

,,11 
• \ y 
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3. conqr.s.ional Notification 

a. General requir&ment (FY 1991 
Appropriations Act Secs. 523 and 591; 
FAA Sec. 634A): If money is to be 
obligated for an activity not previously 
justified to Congress, or for an amount in 
excess of amount previously justified to 
Congress, has Congress been properly 
notified (unless the notification 
requirement has been waived because of 
substantial risk to human health or 
welfare) ? 

b. Notice of new account 
obliqation (FY 1991 Appropriations Act 
Sec. 514): If funds are being obligated 
under an appropriation account to which 
they were not appropriated, has the 
President consulted with and provided a 
written justification to the House and 
Senate Appropriations Committees and has 
such obligation been subject to regular 
notification procedures? 

c. Cash transters and 
nonproject sector assistance (FY 1991 
Appropriations Act Sec. 575(b) (3»: If 
funds are to be made available in the form 
of cash transfer or nonproject sector 
assistance, has the Congressional notice 
included a detailed description of how the 
iunJ~ will be used, with a discussion of 
U.S. interests to be served and a 
description of any economic poolicy 
reforms to b~ promoted? 

4. Engine.ring and rinancial Plftns 
(FAA Sec •. U(a»: Prior to an obligation 
in excess of $500,000, will there be: (a) 
engineering, financial or other plans 
necessary to carry out the assistance; and 
(b) a reasonably firm estimate of the cost 
to the U.S. of the assistance? 

5. Legislative Action (FAA Sec. 
611(a) (2»: It legislative action is 
required within recipient country with 
respect to an obligation in excess ot 
$500,000, what is the basis for a 
reasonable exp~ctation that such action 

A Congressional Notification 
was submi t ted on July 26, 1991 
and 15 - day waiting period 
expired without objection on 
August 10, 1991. 

N/A 

YES 

N/A 

No GOT legislative action 
is required. 
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will be completed in time to permit 
orderly accomplishment of the purpose of 
the assistance? 

6. Water Resources (FAA Sec. 611(b)j 
FY 1991 Appropriations Act Sec. 501): If 
project is for water or water-related land 
resource construction, have benefits and 
costs been computed to the extent 
practicable in accordance with the 
principles, standards, and procedures 
established pursuant to the Water 
Resources Planning Act (42 U.S.C. 1962, ~ 
seq.)? (See A.I.D. Handbook 3 for 
guidelines.) 

7. Cash Transfer .n~ sector 
Assistance (FY 1991 Appropriations Act 
Sec. 575(b»: will cash transfer or 
nonproject sector assistance be maintained 
in a separate account and not commingled 
with other funds (unless such requirements 
are waived by Congressional notice for 
nonproject sector assistance)? 

8. Capital Assistance (FAA Sec. 
611(e»: If project is capital assistance 
(~, construction), and total u.S. 
assistance for it will exceed $1 million, 
has Mission Director certified and 
Regional Assistant Administrator taken 
into consideration the country's 
=!~~=ility to maintain and utilize the 
project effectively? 

9. Hultiple country Objective. (FAA 
Sec. 601(a»: Information and conclusions 
on wheth~r projects will encourage efforts 
of the country to: (a) increase the flow 
of international trade: (b) foster private 
initiative and competition; (c) encourage 
development and use of coope~atives, 
credit unions, and savings and loan 
associations; (d) discourage monopolistic 
practices; (e) improve technical 
efficiency of industry, agriculture and 

N/A 

Yes, cash transfer funds 
will be kept in a separate 
account and will not be 
commingled with other funds. 

N/A 

The assistance will foster 
increased exports, increased 
imports and p~ivate sector 
road contracts, which will 
encourage private sector 
initiative and discourage 
parastatal construction 
monopolies. 
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(2) will such local 
currenci~~, or an equivalent amount of 
local curr~ncies, be used only to carry 
out the purposes of the DA or ESF chapters 
of the FAA (depending on which chapter is 
the source of the assistance) or for the 
administrative requirements of the United 
States Government? 

(3) Has A.I.D. taken all 
appropriate steps to ensure that the 
equivalent of local currencies disbursed 
from the separate account are used for the 
agreed purposes? 

(4) If assistance is 
terminated to a country, will any 
unencumbered balances of funds remaining 
in a separate account be disposed of for 
purposes agreed to by the recipient 
government and the United States 
Government? 

12. Trade Restrictions 

a. Surplus Commodities (FY 1991 
Appropriations Act Sec. 521(a): If 
assistance is for the production of any 
commodity for export, is the commodity 
likely to be in surplus on world markets 
at the time the resulting productive 
capacity becomes operative, and is such 
assistance likely to cause substantial 
injury to U.S. producers of the same, 
similar or competing commodity? 

b. Textile. (Lautenberq 
Amendment) (FY 1991 Appropriations Act 
Sec. 521(c»: will the assistance (except 
for programs in caribbean Basin Initiative 
countries under U.S. Tariff Schedule 
"Section 807," which allows reduced 
tariffs on articles assembled abroad from 
U.S.-made components) be used directly to 
procure feasibility studies, 
prefeasibility studies, or project 
profiles of potential investment in, or to 
assist the establishment of facilities 
specifically designed for, the manufacture 
for export to the United states or to 
third country markets in direct 
competition with U.S. exports, of 

Yes 

Yea 

Yea. The cooperating country 
ia committed to the transport 
sector that the funds would 
continue to be used for 
purposes agreed to even if 
aasistance is terminated. 

NO 

NO 
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textiles, apparel, footwear, handbags, 
flat goods (such as wallets or coin purses 
worn on the person), work gloves or 
leather wearing apparel? 

13. Tropical Forests (FY 1991 
Appropriations Act Sec. 533(c) (3»): will 
funds be used for any program, project or 
activity which would (a) result in any 
significant loss of tropical forests, or 
(b) involve industrial timber extraction 
in primary tropical forest areas? 

14. PVO Assistance 

a. Auditing and regi8tration 
(FY 1991 Appropriations Act Sec. 537): If 
assistance is being made available to a 
PVO, has that organization provided upon 
timely request any document, file, or 
record necessary to the auditing 
requirements of A.I.D., and is the PVO 
registered with A.I.D.? 

b. Funding sources (FY 1991 
Appropriations Act, Title II, under 
heading "Private and Voluntary 
Organizations"): If assistance is to be 
made to a United states PVO (other than a 
cooperative development organization), 
does it obtain at least 20 percent of its 
total annual funding for international 
activities from sources other than the 
United states Government? 

15. Project Agreement Documentation 
(state Authorization Sec. 139 (as 
interpreted by conference report)): Has 
confirmation of the date of signing of the 
project agreement, including the amount 
involved, been cabled to State LIT and 
A.I.D. LEG within 60 days of the 
agreement's entry into force with respect 
to the United State~, and has the full 
text of the agreement been pouched to 
those same offices? (See Handbook 3, 
Appendix 6G for agreements covered by this 
provision). 

NO 

No. Assistance is being 
provided to the GOT. 

Assistance is not to a U.S. 
PVO· 

Case - Zablocki requirements 
will be satisfied. 
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16. Metric sy.tam (Omnibus Trade and 
Competitiveness Act of 1988 Sec. 5164, as 
interpreted by conference report, amending 
Metric Conversion Act of 1975 Sec. 2, and 
as implemented through A.I.D. policy): 
Does the assistance activity use the 
metric system of measurement in its 
procurements, grants, and other 
business-related activities, except to the 
extent that such use is impractical or is 
likely to cause significant inefficiencies 
or loss of markets to United States firms? 
Are bulk purchases usually to be made in 
metric, and are components, subassemblies, 
and semi-fabricated materials to be 
specified in metric units when 
economically available and technically 
adequate? Will A.LD. specifications l1se 
metric units of measure from the earliest 
programmatic stages, and from the earliest 
documentation of the assistance processes 
(for example, project papers) involving 
quantifiable measurements (length, area, 
volume, capacity, mass and weight), 
through the implementation stage? 

17. Women in Development (FY 1991 
Appropriations Act, Title II, under 
heading "Women in Development"): Will 
assistance be designed so that the 
percentage of women participants will be 
demonstrably increased? 

18. Reqional and Multilateral 
Assistance (FAA Sec. 209): Is assistance 
more efficiently and effectively ~rovided 
through regional or multilateral 
organizations? It sc, why is assistance 
not so provided? Irlformation and 
conclusions on whether assistance will 
encourage developing countries to 
cooperate in regional development 
programs. 

Yes 

No. However socio economic 
baseline survey of the 
program, desegregated by 
sex, has been conducted to 
permit future program designs 
address "Women in Development~ 

No, this assistance complements 
multilateral donor activity in 
the transport sector. To the 
extent the transport sector 
in Tanzania is more efficien~, 

regional flows of goods 
and increased regional 
cooperation should result. 
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c. Karine insurance (FAA Sec. 
604(d»: If the cooperating country 
discriminates against marine insurance 
companies authorized to do business in the 
U.S., will cOL~vulties be insured in the 
United States ~gainst marine risk with 
such a company~ 

d. Non-C.S. agricultural 
procurement (FAA Sec. 604(e»: If 
non-U.S. procurement of agricultural 
commodity or product thereof is to be 
financed, is there provision against such 
procurement when the domestic ~rice of 
such commodity is less than parity? 
(Exception wh~re commodity financed could 
not reasonably be procured in u.s.) 

e. construction or engineering 
services (FAA Sec. 604(g»: will 
construction or engineering services be 
procured from firms of advanced developing 
countries which are otherwise eligible 
under Code 941 and which have attained a 
competitive capability in international 
markets in one of these areas? (Exception 
for those countries which receive direct 
economic assistance under the FAA and 
permi t United States J: irms to compete for 
construction or engineering services 
financed from assistance programs of these 
countr ies . ) 

f. Cargo preference shipping 
(FAA Sec. 603»: Is the shipping excluded 
from compliance with the requir~m~nt in 
section 901(b) of the Merchant Marine Act 
of 1936, as amended, chat at least 
50 percent of the gross tonn~ge of 
c~mmodities (computed scp~:ately for dry 
bulk carriers, dry cargo liners, and 
tankers) financed shall be transported on 
privately owned U.S. flag commercial 
vessels to the extent such vessels are 
available at fair and reasonable rates? 

g. Technical assistanc. 
(FAA Sec. 621(a»: If technical 
assistance is financed, will such 
assistance be furnished by private 
enterprise on a contract basis to the 
fullest extent practicable? will the 

The country does not 
discriminate against 
foreign insurance 
companies doing business 
outside. 

The eligibility list of 
the program does not 
include agricultural 
commodity or product 
thereof. 

NO 

Yes. 
The source/origin of 
commodity to be procured 
is Code 935. and U.S. flag 
commercial carriers are 
not al~ays available in Code 
935 country ports at fair 
and reasonable rates. 

YES 
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facilities and resources of other Federal 
agencies be utilized, when they are 
particularly suitable, not competitive 
with private enterprise, and made 
available without undue interference with 
domestic programs? 

h. u.s. air carriers 
(International Air Transportation Fair 
Competitive Practices Act, 1974): If air 
transportation of persons or property is 
financed on grant basis, will U.S. 
carriers be used to the extent such 
service is available? 

i. Termination tor convenience 
o! u.s. Government (FY 1991 Appropriations 
Act Sec. 504): If the U.S. Government is 
a party to a contract for procurement, 
does the contract contain a provision 
authorizing termination of such contract 
for the convenience of the United States? 

j. consultinq services 
(FY 1991 Appropriations Act Sec. 524): If 
assistance is for consulting service 
through procurement contract pursuant to 5 
U.S.C. 3109, are contract expenditures a 
matter of public record and available for 
public inspection (unless otherwise 
provided by law or Executive order)? 

k. Metric conversion 
(Omnibus Trade and Competitiveness Act of 
1988, as interpreted by conference report, 
amending Metric Conversion Act ot 1975 
Sec. 2, and as implemented through A.I.D. 
policy): Does the assistance program use 
the metric system of measurement in its 
procurements, grants, and other 
business-related activities, except t~ the 
extent that such use is impractical or is 
likely to cause significant inefficiencies 
or loss ot markets to United States firms? 
Are bulk purchases usually to be made in 
metric, and are components, subassemblies, 
and semi-fabricated materials to be 
specified in metric units when 
economically available and technically 
adequate? will A.I.D. specifications use 
metric units of measure from th~ earliest 
programmatic stages, and from the earliest 

YES 

YES 

YES 

YES 

YES 
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documentation of the assistance processes 
(for example, project papers) involving 
quantifiable measurements (length, area, 
volume, capacity, mass and weight), 
through the implementation stage? 

1. competitive Selection 
Proce~ures (FAA Sec. 60l(e»): Will the 
assistance utilize competitive selection 
procedures for the awarding of contracts, 
except where applicable procurement rules 
allow otherwise? 

23. Construction 

a. Capital project (FAA Sec. 
60l(d»: If capital (~, construction) 
project, will U.S. engineering and 
professional services be used? 

b. Construction contract (FAA 
Sec. 6ll(c»: If contracts for 
construction are to be financed, will they 
be let on a competitive basis to maximum 
extent practicable? 

c. Larqe projects, 
Conqressional approval (FAA Sec. 620(k»: 
If for construction of productive 
enterprise, will aggregate value of 
assistance to be furnishf!d by the U.S. not 
exceed $100 million (except for productive 
enterprises 'i.n Egypt t.hat were described 
in the congressional Presentation), or 
does assistance have the express approval 
of Congress? 

24. 0.8. Audit Rights (FAA Sec. 
J01(d»: If fund is established solely by 
U.S. contributions and administered by an 
international organization, does 
Comptroller General have audit rights? 

25. Communist Assistance (FAA Sec. 
620(h). Do arrangements exist to insure 
that United States foreign aid is not used 
in a manner which, contrary to the best 
interests of the United States, promotes 
or assists the foreign aid projects or 
activities of the Communist-bloc 
countries? 

YES. 

This is not a capital 
project. 

The dollar funds do not 
finance construction. 
The local currrency 
generated from the dollar 
funds will finance contracts 
for construction competi
tively. 

This program is not for 
construction nor does it 
exceed $ 100 million. 

N/A, 

YES. 
Source origin is Code 935 
which excludes communist 
block countries. 
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26. Narcotics 

a. Casb reimbursements (FAA 
Sec. 483): Will arrangements preclude use 
of financing to make reimbursements, in 
the form of cash payments, to persons 
whose illicit drug crops are eradicated? 

b. Assistanc. to narcotic. 
tratticker. (FAA Sec. 487): Will 
arrangements take "all reasonable steps" 
to preclude use of financing to or through 
individuals or entities which we know or 
have reason to believe have either: (1) 
been convicted of a violation of any law 
or regulation of the united States or a 
foreign country relating to narcotics (or 
other controlled substances); or (2) been 
an illicit trafficker in, or otherwise 
involved in the illicit trafficking of, 
any such controlled substance? 

27. Expropriation an~ Land Retor. 
(FAA Sec. 620(g»: Will assistance 
preclude use of financing to compensate 
owners for expropriated or nationalized 
property, except to compensate foreign 
nationals in accordance with a land reform 
program certified by the President? 

28. Polic. an~ Prisons (FAA Sec. 
660): Will assistance preclude use of 
financing to provide training, advice, or 
any financial support for police, prisons, 
or other law enforcement forces, except 
for narcotics proqrams? 

29. CIA Activiti •• (FAA Sec. 662): 
will assistance preclude use of financing 
for CIA activities? 

30. Motor Vebicl •• (FAA Sec. 
636(i»: Will assistance preclude use of 
financing tor purchase, sale, long-term 
lease, exchange or guaranty of the sale of 
motor vehicles manufactured outside U.S., 
unless a waiver is obtained? 

YES 

YES 
USAID has to concur to 
all procurements under 
the program. 

YES 

YES 

YES 

N/A, under the DFA code 935 
countries are eligible. 
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31. Military Per.onne1 (FY 1991 
Appropriations Act Sec. 503): will 
assistance preclude use of financing to 
pay pensions, annuities, retirement pay, 
or adjusted service compensation for prior 
or current military personnel? 

32. Payment o! U.N. Assessments (FY 
1991 Appropriations Act Sec. 505): will 
assistance preclude use of financing to 
pay U.N. assessments, arrearages or dues? 

33. Multilateral orqanization 
~endinq (FY 1991 Appropriations Act Sec. 
506): will assistance preclude use of 
financing to carry out provisions of FAA 
section 209(d) (transfer of FAA funds to 
multilateral organizations for lending)? 

34. Export ot Nuclear Resources (FY 
1991 Appropriations Act Sec. 510): will 
assistance preclude use of financing to 
finance the export of nuclear equipment, 
fuel, or technology? 

35. Repression of population (FY 
1991 Appropriations Act Sec. 511): will 
assistance preclude use of financing for 
the purpose of aiding the efforts of the 
government of such co~ntry to repress the 
legitimate rights of the population of 
such country contrary to the Universal 
~~c:QLQtion of Human Rights? 

36. Publicity or Propoqanda (FY 1991 
Appropriations Act Sec. 516): will 
assistance be used for ~ublicity or 
propaganda purposes designed to support or 
defeat legislation pending before 
Congress, to influence in any way the 
outcome ot a political election in the 
United states, or for any publicity or 
propaganda purposes not authorized by 
Congress? 

YES 

YES 

YES 

YES 

YES 

NO 
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37. Karine In.urance (FY 1991 
Appropriations Act Sec. 563): will any 
A.I.D. contract and solicitation, and 
subcontract entered into under such 
contract, include a clause requiring that 
U.S. marine insurance companies have a 
fair opportunity to bid for marine 
insurance when such insurance is necessar 
or appropriate? 

38. Ezchanqe for Prohibited Act (FY 
1991 Appropriations Act Sec. 569): Will 
any assistance be provided to any foreiqn 
government (including any instrumentality 
or agency thereof), foreign person, or 
United States person in exchange for that 

"foreign government or person undertaking 
any action which is, if carried out by th. 
United States Government, a United States 
official or employee, expressly prohibitec 
by a provision of United states law? 

B. CRITERIA APPLICABLE TO DEVELOPMENT 
ASSISTANCE ONLY 

1. Aqricultural Export~ (Bumper. 
Amendment) (FY 1991 Appropriations Act 
Sec. 521(b), as interpreted by conference 
report for original enactment): If 
assistance is for agricultural development 
activities (specifically, any testing or 
breeding feasibility study, variety 
improvement or introduction, consultancy, 
publication, conference, or training), are 
such activities: (1) specifically and 
principally designed to increase 
agricultural exports by the host country 
to a country other than the United States, 
where the export would lead to direct 
competition in that third country with 
exports of a similar commodity gro~1 or 
produced in the United states, and can the 
activities reasonably be expected to cause 
substantial injury to U.s. exporters of a 
similar agricultural commodity; or (2) in 
support of research that is intended 
primarily to benefit U.S. producers? 

YES 

NO 

Assistance is for 
import support program and 
rehabilitation of rural 
roads not for the specified 
agricultural development 
studies, consultancy, 
conference, publication 
or training. 
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2. Tied Aid credits (FY 1991 
Appropriations Act, Title II, under 
heading "Economic Support Fund"): will" DA ": 
funds be used for tied aid credits? 

3. ~ppropri.te Technology (FAA Sec. 
107): Is special emphasis placed on use 
of appropriate technology (defined as 
relatively smaller, cost-savin~, 
labor-using technologies that are 
generally most appropriate for the small 
farms, small"businesses, and small incomes 
of the poor)? 

4. Indigenous Needs and R810urces 
(FAA Sec. 28l(b»: Describe ext nt to 
which the activity recognizes the 
particular needs, desires, and capacities 
of the people of the country; utilizes the 
country's intellectual resources to 
encourage institutional development; and 
supports civic education and trainini in 
skills required for effective 
participatior in governmental and 
political processes essentia~ to 
self-government. 

5. Economic Development (FAA Sec. 
10l(a»: Does the activity give 
reasonable promise of contributing to the 
development of economic r~sources, or to 
the increase ot pr.oductive capacities and 
selt-sustaining economic growth? 

6. Special Development ~phages (FAA 
• Secs. 102(b), 113, 281(a»: Describe 

extent to which activity will: (a) 
effectively tnvolve the poor in 
development by extending access to economy. 
at local level, increasing labor-intensive. 
production and the use of appro~riate 
technology, dispersing investment from 
cities to small towns and rural areas, and 
insuring wide participation of the poor in 
the benefits of development on a sustained 
basis, using -appropriate u.S. 
institutions; (b) encourage democratic 
private and local governmental 
institutions; (c) support the self-help 
efforts of developing countries; (d) " 
promote the participation of women in the . 
national economies of developing countries" " 

NO 

Yes 
Labor-base methods are 
encouraged and promotE 
in road maintenance 
contracts. 

The road contracts are 
opened only to local 
contractors and." 
consultants. 

YES 
The program directly 
supports the economic 
recovery program the 
country is following. 

The program foccuses on 
agricultural production 
in rural areas where 
85 percent of the 
population, which is 
poor, is located. 
Labor-based methods 
are promoted in road 
maintenance works. 
Since tho:. '.aj ori ty 
of Tanzanian women 
are involved in 
agriculture the 
improvement of 
agricultural transport 
will be especially 
beneficial for the 
group. 
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d. will funds be made available 
only to voluntary family planning projects N/A 
which offer, either directly or through 
referral to, or information about access 
to, a broad range of family planning 
methods and services? 

e. In awarding grants for 
natural family planning, will any N/A 
applicant be discriminated against because 
of such applicant's religious or 
conscientious commitment to offer only 
natural family planning? 

f. Are any of the funds to be 
us~d to pay for any biomedical research NO 
which relates, in whole or in part, to 
methods of, or the performance of, 
abortions or involuntary sterilization as 
a means of family planning? 

g. Are any of the funds to be 
made available to any organization if the 
President certifies that the use of these NO 
funds by such organization would violate 
any of the above provisions related to 
abortions and involuntary sterilization? 

10. Contract Awards (FAA Sec. 
601(e»: Will the prQject utilize 
competitive selection procedures for the 
awarding of contracts, except where 
applicable procurement rules allow 
otherwise? 

11. Di8advantaq.d !nt.rpri ••• (FY 
1991 Appropriations Act Sec. 567): What 
portion of the funds will be available 
only for activities of economically and 
socially disadvantaged enterprises, 
historically black colleges and 
universities, colleges and universities 
having a student body in which more than 
40 percent of the students are Hispanic 
Americans, and private and voluntary 
organizations which are controlled by 
individuals who are black Americans, 
Hispanic Americans, or Native Americans, 
or who are economically or socially 
disadvantaged (including women)? 

YES 

This is a code 935 
source/origin program and 
procurements are made on 
commercial competitive 
basis. 
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12. Bioloqical Diver.ity (FAA Sec. 
119(g): Will the assistance: (a) support 
training and education efforts which N/A 
improve the capacity of recipient 
countries to prevent loss of biological 
diversity; (b) be provided under a 
long-term agreement in which the recipient 
country agrees to protect ecosystems or 
other wildlife habitats; (c) support 
efforts to identify and survey ecosystems 
in recipient countries worthy of 
protection; or (d) by any direct or 
indirect means significantly degrade 
national parks or similar protected areas 
or introduce exotic plants or animals into 
such areas? 

13. Tropical Forests (FAA Sec. 118; 
FY 1991 Appropriations Act Sec. 533(c)-(e) 
& (g»: 

a. A.I.D. Requlation 1&: Does 
the assistance comply with the 
environmental procedures set forth in 
A.I.D. Regulation 16? 

b. Conservation: Does the 
assistance place a high priority on 
conservation and sustainable management of 
tropical forests? Specifically, does the 
assistance, to the fullest extent 
feasible: (1) stress the importance of 
conserving and sustainably managing forest 
resources; (2) support activities which 
offer employment and income alternatives 
to those who otherwise would cause 
destruction and loss of forests, and help 
countries identify and implement 
alternatives to colonizing forested areas; 
(3) support training programs, educational 
efforts, and the establishment or 
strengthening of institutions to improve 
forest management; (4) help end 
destructive slash-and-burn agriculture by 
supporting stable and productive farming 
practices; (5) help conserve forests 
which have not yet been degraded by 
helping to increase production on lands 
already cleared or degraded; (6) conserve 
forested watersheds and rehabilitate those 
which have been deforested; (7) support 
training, research, and other actions 

YES 

N/A 
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which lead to sustainable and more 
environmentally sound practices for timber 
harvesting, removal, and processing; (8) 
support research to expand knowledge of 
tropical forests and identify alternatives 
which will prevent forest destruction, 
loss, or degradation; (9) conserve 
biological diversity in forest areas by 
supporting efforts to identify, establish, 
and maintain a representative network of 
protected trop\cal forest ecosystems on a 
worldwide basis, by making the 
establishment of protected areas a 
condition of support for activities 
involving forest clearance or degradation, 
and by helping to identify tropical forest 
ecosystems and species in need of 
protection and establish and maintain 
appropriate protected areas; (10) seek to 
increase the awareness of U.S. Government 
agencies and other donors of the immediate 
and long-term value of tropical forests; 
(11) utilize the resources and abilities 
of all relevant U.S. gov"rnment agencies; 
(12) be based upon careful analysis of the 
alternatives available to achieve the best 
sustainable use of the land; and (13) 
take full account of the environmental 
impacts of the proposed activities on 
biological diversity? 

c. For •• t 4.qra4atioD: Will 
assistance be used for: (1) the 
procurement or use of logging equipment, 
unless an environmental assessment 
indicates that all timber harvesting 
operations involved ~ill be conducted in 
an environmentally sound manner and that 
the proposed activity will produce 
positive economic benefits and sustainable 
forest management systems; (2) actions 
which will significantly degrade national 
parks or similar protected areas Which 
contain tropical forests, or introduce 
exotic plants or animals into such areas; 
(3) activities which would result in the 
conversion of forest lands to the rearing 
of livestock; (4) the construction, 
upgrading, or maintenance of roads 
(including temporary haul roads for 
logging or other extractive industries) 
which pass through relatively undergraded 

NO 

1~ \. 
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forest lands; (5) the colonization of 
forest lands; or (6) the construction of 
dams or other water control structures 
which flood relatively undergraded forest 
lands, unless with respect to each such 
activity an environmental assessment 
indicates that the activity will 
contribute significantly and directly to 
improving the livelihood of the rural poor 
and will be conducted in an 
environmentally sound manner which 
supports sustainable development? 

d. sustainable forestry: If 
assistance relates to tropical forests, 
will project assist countries in 
developing a systematic analysis of the 
appropriate use of their total tropical 
forest resources, with the goal of 
developing a national program for 
sustainable forestry? 

e. Environmental impact 
statements: will funds be made availabl€ 
in al:cordance with provisions of FAA 
Section 117(c) and applicable A.I.D. 
regulations requiring an environmental 
impact statement for activities 
significantly affecting the environment? 

14. Energy (FY 1991 Appropriations 
Act Sec. 533(c»: If assistance relates 
to energy, will such assistance focus on: 
(a) end-use ener~ efficiency, least-cost 
energy planning, and renewable energy 
resources, and (b) the key countries where 
assistance would have the greatest impact 
on reducing emissions from greenhouse 
gases? 

15. Bub-Saharan Africa Assistanc. 
(FY 1991 Appropriations Act S~c. 562, 
adding a new FAA chapter 10 (FAA Sec. 
496»: If assistance will come from the 
Sub-Saharan Africa DA account, is it: (a) 
to be used to help the poor majority in 
Sub-Saharan Africa through a process of 
long-term development and economic growth 
that is equitable, participatory, 
environmentally sustainable, and 
self-reliant; (b) to be used to promote 
sustained economic growth, encourage 

N/A 

YES 

N/A 

YES 
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private sector development, promote 
individual initiatives, and help to 
reduce the role of central 
governments in areas more appropriate 
for the private sector; (c) to be 
provided in a manner that takes into 
account, during the planning process, 
the local-Ie~el perspectives of the 
rural and urban poor, including 
women, through close consultation 
with African, United states and other 
PVOs that have demonstrated 
effectiveness in the promotion of 
local grassroot~ activities on behalf 
of long-term development in 
Sub-S~haran Africa; (d) to be 
implemented in a manner that requires 
local people, including women, to be 
closely consulted and involved, if 
the assistance has a local focus; 
(e) being used primarily to promote 
reform of critical sectoral economic 
policies, or to support the critical 
sector priorities of agricultural 
production and natural resources, 
health, voluntary family planning 
services, education, and income 
generating opportunities; and (f) to 
be provided in a manner that, if 
policy reforms are to.be effected, 
contains provisions to protect 
vulnerable groups and the environment 
from possible negative consequences 
of the reforms? 

16. Debt-for-Nature Ezcbanqe (FAA 
Sec. 463): If project will finance a 
debt-for-nature exchange, describe how the 
exchange will support protection of: (a) 
the world's oceans and atmosphere, (b) 
animal and plant species, and (c) parks 
and reserves; or describe how the exchange 
will promote: (d) natural resource 
management, (e) local conservation 
programs, (f) conservation training 
programs, (g) public commitment to 
conservation, (h) land and ecosystem 
management, and (i) regenerative 
approaches in farming, forestry, fishing, 
and watershed management. 

N/A 

\~ 



- 22 -

17. D.o~liqation/ReO~liqation 
CFY 1991 Appropriations Act Sec. 515): If 
deob/reob authority is sought to be 
exercised in the provision of DA N/A 
assistance, are the funds being obligated 
for the same general purpose, and for 
countries within the same region as 
originally obligated, and have the House 
and Senate Appropriations Committees been 
properly notified? 

18. Loan. 

a. Repayment capacity (FAA Sec. 
122Cb»: Information and conclusion on 
capacity of the country to repay the loan 
at a reasonable rate of interest. 

b. Lonq-ranqe plans (FAA Sec. 
122(b»: Does the activity give 
reasonable promise of assisting long-range 
plans and programs designed to develop 
economic resources and increase productive 
capacities? 

c. Interest rate (FAA Sec. 
l22(b»: If development loan is repayable 
in dollars, is interest rate at least 2 
percent per annum during a grace period 
which is not to exceed ten years, and at 
least 3 percent per annum thereafter? 

d. EXport. to united state. 
(FAA Sec. 620(d): It assistance is for 
any productive enterprise which will 
compete with U.S. enterprises, is there an 
agreement by the recipient country to 
prevent export to the U.S. of more than 20 
percent ot the enterprise's annual 
production during the life of the loan, or 
has the requirement to enter into such an 
agreement been waived by the President 
because of a national security interest? 

19. Development Objectiv •• (FAA 
Secs. 102(a), 111,113, 28l(a)): Extent 
to Which activity will: (1) effectively 
involve the poor in development, by 
expanding access to economy at local 
level, increasing labor-intensive 
production and the use of appropriate 
technology, spreading investment out trom 

N/A 
(The program is a grant 
assistance) 

N/A 

N/A 

(As described in 
Section B.6) 



- 24 -

c. Food .ecurity: Describe 
extent to which activity increases 
national food security by improving food 
policies and management and by 
strengthening national food reserves, with 
particular concern for the needs of the 
poor, through measures encouraging 
domestic production, building national 
food reserves, expanding available storage 
facilities, reducing post harvest food 
losses, and improving food distribution. 

21. Population and Health (FAA Secs. 
104(b) and (c»: If assistance is being 
made available for population or health 
activities, describe extent to which 
activity emphasizes low-cost, integrated 
delivery systems for health, nutrition and 
family planning for the poorest people, 
with particular attention to the needs of 
mothers and young children, using 
paramedical and auxiliary medical 
personnel, clinics and health posts, 
commercial distribution systems, and other 
modes of community outreach. 

22. Education and Human Resources 
Development (FAA Sec. 105): If assistance 
is being made available for education, 
public administration, or human resource 
development, describe (a) extent to which 
activity strengthens nonformal education, 
maKes tormal education more relevant, 
especially for rural families and urban 
poor, and strengthens management 
capability of institutions enabling the 
poor to participate in development; and 
(b) extent to which assistance provides 
advanced education and training of people 
of developing countries in such 
disciplines as are required for planning 
and implementation of public and private 
development activities. 

23. Energy, Private Voluntary 
Orqanization., and Selected Development 
Activitie. (FAA Sec. 106): If assistance 
is being made available for energy, 
private voluntary organizations, and 
selected development problems, describe 
extent to which activity is: 

An improved road system will 
encourage domestic food and cash 
crop production and improve 
food distribution . 

N/A 

Selected people will be 
trained in nonformal road 
maintenance management and 
in the the administration of 
road contracts locally and 
in-third country institutions 
of learning. 

N/A 
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b. Local currencie.: will all 
local currencies that may be generated 
with funds provided as a cash transfer to 
such a country also be deposited in a 
special account, and has A.I.D. entered 
into an agreement with that government 
setting forth the amount of the local 
currencies to be generated, the terms and 
conditions under which they are to be 
used, and the responsibilities of A.I.D. 
and that government to monitor and account 
for deposits and disbursements? 

c. U.S. Government use of local 
currencies: will all such local 
currencies also be used in accordance with 
FAA section 609, which requires such local 
currencies to be made available to the 
U.S. government as the U.S. determines 
necessary for the requirements of the U.S. 
Government, and which requires the 
remainder to be used for programs agreed 
to by the U.S. Government to carry out the 
purposes for which new funds authorized by 
the FAA would themselves be available? 

d. Congressional notice: Has 
Congress received prior notification 
providing in detail how the funds will b~ 
used, including the U.S. interests that 
will be served by the'assistance, and, as 
appropriate, the economic policy reforms 
that will be promoted by the cash transfer 
assistance? 

DRAFTER:GC/LP:EHonnold:5/17/9l:2169J 

YES 

YES 

YES 


