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(a) Evidence that all conditions to the disbursement of the initial 5.21 million 
dollars continue to be met and that the GDT is in capliance with all material 
provisions of the Agreement; 

(b) Evidence that a detailed maintenance plan has been developed for a single 
region under the jurisdiction of the Rural Roads Division of the Ministry of 
Communications and Works where road rehabilitation and maintenance is a 
priority concern; 

(c) 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 
probl i; and 

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

Additional General Covenant 

The following covenant is included for the amended program: 

MCW shall initiate a training program to ensure that RRD staff involved in the 
design and monitoring of its road rehabilitation and maintenance program are 
aware of inportant environmental considerations. 
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I. UPDATE OF BACKGROUND AND PROGRAM RATIONALE
 

P. Macroeconomic Setting
 

(The following discussion is extracted from Annex 8 to this
 
PAAD supplement, "Macroeconomic Setting Update.")
 

With its economy in serious distress following the heavy public
 
sector involvement in management of the economy in the 1960s
 
and 1970s. Tanzania faced a series of economic shocks,
 
including a costly war, deterioration of its terms of trade,
 
oil price increases, and back-to-back droughts in 1980 and
 
1981. Consequently, the Government of Tanzania (GOT) in 1982
 
undertook a three-year "structural adjustment program"
 
(1983-85), which was a first attempt at adjustment, followed by
 
the announcement in mid-1986 of a three-year "Economic Reform
 
Program" (ERP) for the period 1986-89. The EPP was
 
considerably more ambitious than its predecessor program and,
 
beginning in 1987, gained the support of IMF funding on the
 
basis of a joint GOT-IBRD-IMF policy framework paper (PFP). A
 
second PFP was agreed to in late 1988 to govern the current
 
reform efforts.
 

The GOT has carried out reform in a number of areas under these
 
various programs, with the single most prominent reforms being
 
in the foreign exchange allocation system. The Tanzanian
 
shilling has been devalued successively since the outset of
 
reforms, by 88 percent in nominal terms since June 1986, and
 
the parallel-official ratio is currently 2-to-i versus the
 
7-to-l ratio in mid 1986. The reforms have covered virtually
 
every sector of the economy, and have contributed to GDP growth
 
exceeding the population growth rates for the first time in
 
many years.
 

Problems have emerged in the course of the implementation of
 
reforms, however. The GOT has been unable to adhere to
 
PFP-mandated ceilings on credit expansion, particularly to the
 
public sector. This is partly attributable to the deplorable
 
state of the transport sector and its resultant inability to
 
move the bumper crop last year from the producing areas to the
 
consuming or exporting areas of the country. In addition, a
 
deeply entrenched statist mentality has not provided the
 
investment climate needed to produce some of the supply
 
response necessary to yield increased economic growth. On
 
balance, the changes have been great compared with the
 
pre-existing system of economic management. There remains much
 
to be done, however, and the donor community must continue to
 
encourage Tanzania to take the necessary steps.
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B. Description of 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 rail 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 improved
 
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 leading (as was the
 
case in 1987/88) to increased public sector borrowing,
 
excessive expansion of the money supply, and therefore
 
additional inflationary pressures in the economy. To complete
 
the circle, this unplanned price increase caused an undesirable
 
appreciation in the real effective exchange rate, necessitating
 
further devaluation by the GOT in order to improve balance in
 
the market for foreign exchange.
 

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, particularly
 
rail and to a lesser extent road transport, testify to the
 
sector's importance. However, the lack of attention to
 
transport system maintenance hit the economy a jarring blow,
 
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 necessar;
 
condition for successful adjustment and development,
 
underscoring the importance that transport sector goals and
 
objectives be attained if the ERP is to in turn meet its
 
objectives.
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Although the Government did not explicitly mention transport as
 
a constraint to attainment of its goals and objectives, the
 
Government paper announcing the ERP made up for this oversight,
 
and transport has remained a centerpiece of the GOT's programs
 
since 1986. The "minimum import requirements" laid out by the
 
GOT when the ERP 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 (compared with 16
 
percent for manufacturing and 25 percent for energy and water),
 
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.
 
When the GOT provided an interim wrap-up of ERP progress in
 
mid-1988, the Government noted that the first of several
 
problems hampering success of the ERP to date had been
 
"structural and physical constraints in transporting and
 
processin) agricultural products which led to unsatisfactory
 
export performance and excessive credit growth." As 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 sectors 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
 

The Policy Framework Paper (developed by the
rehabilitation." 

GOT with IMF and IBRD assistance in the latter half of 1988)
 
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 PFP, 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.
 

In addition, there is convincing evidence that GOT development
 
budget expenditures for the road transportation sector in fact
 
showed a real (as opposed to nominal) increase between GOT FYs
 
1986-87 and 1987-88. (The following discussion is based on a
 

paper prepared by Dr. Danil Ngowi of USAID/T entitled
 
"Tanzania: Transport Sector Budget and AEPRP's Grant
 
Condition.")
 

1/
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First, budgetary resources allocated for the transport sector
 
increased by 230 percent between 1986/87 and 1987/88. The real
 
increase in budget was 47.8 percent for planned road transport

development spending. (Both these figures are exclusive of
 
foreign-financed development spending, as are other figures
 
cited.
 

Table 1. Tanzania: Transport Sector Development Budget
 

(million TSh)
 

Budget Percent Change
 

Category 	 1986/87 1987/88 Nominal Real
 

-
 -
 -
 -
 -
 -
Total Transport 881.1 3,777.2 328.7 243.0
 
Road Transport 813.5 1,503.1 84.8 47.8
 

Source: 	GOT Submission in Response to CPs for First
 
Disbursement of AEPRP (NOTE: Figures for Total
 
Transport include port development projects.)
 

Second, 	as presented in Table 2, actual expenditures under the
 
development budget showed real increases in several categories
 
related to the road sector. In 1987/88 actual expenditures
 
were much closer to those budgeted for the year than were
 
actual expenditures in the previous year, a demonstration that
 
the GOT is increasingly committed to ensuring that budgeted

figures are not merely the hollow expressions of intent that
 
they were in previous years. Furthermore, the larqest single
 
increase in percentage terms was for regional and district
 
roads which are the focus of ATAP.
 

Table 2. Tanzania: Transport Sector Development Expenditures
 
(million TSh)
 

Expenditure Percent Change
 

Category 	 1986/87 1987/88 Nominal Real
 

Total (excl. ports) 527.7 855.4 62.1 29.7
 
Communications/Transport 46.3 84.0 81.4 45.1
 
Roads/Bridges 299.0 544.8 82.2 45.8
 
Roads 281.3 370.5 31.7 5.4
 
Classified 249.2 316.6 27.0 1.6
 
Reg'l and District 32.1 53.9 67.9 34.3
 

Administration/General 30.0 51.8 72.7 38.1
 

Source: 	Ngowi, Tanzania: Transport Sector Budget and AEPRP's
 
Grant Condition, Tables 2.5 through 2.9,,,:
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2. GOT Policy Actions to Date
 

In response to several donor-supported initiatives, such as the
 
World Bank's Sixth Highway and Integrated Roads Programs and
 
A.I.D.Is AERP and ATAP activities, the GOT has made a serious
 
attempt to reorganize and streamline its approach to implementing a
 
viable roads program. Responsibility for certain classified roads
 
has been centralized and consolidated by the Ministry of
 
Communication and Works, under the specific jurisdiction of The
 
Rural Roads Division (RRD). (For a detailed description of The RRD
 
and its achievements to date, see Section IV.A., Institutional
 
Analysis.)
 

The RRD has, with outside technical assistance, developed detailed
 
designs and tender documents for the rehabilitation of 620 Kms. of
 
regional and district roads. Through a major policy decision by the
 
GOT, the rehabilitation efforts will no longer be performed solely
 
by force account: a significant portion of the work will be
 
contracted to private construction companies.
 

In further support to the due needs of the road subsection, the GOT
 
has increased budget allocations and expenditures for transport.
 

A policy paper to guide the country's overall program to support the
 
transport sector has been prepared by the MCW and is now before
 
cabinet for approval. Once approved, more detailed plans for
 
various subsections will be developed and, in fact, the MCW/RRD has
 
already begun work on technical standards and other components of a
 
detailed maintenance plan. The transport policy, when approved,
 
would formally introduce, among other things, the following measures:
 

maximizing the participation of the private sector in the
 
provision of transport services;
 

flexibility in transport service charges among various modes to
 
allow operators to recoup actual costs;
 

- deregulation to free the movement of goods across regional 
boundaries from any administrative restrictions and controls 
which impede the flow of traffic; 

- continuation of efforts to strengthen the planning and 

coordination capacity and capability of the MCW;
 

- improving the maintenance of existing roads; 

- expansion of feeder roads into areas of high aaricultural 
potential; and 

- rehabilitating the trunk road network., 

5340D
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The policy paper further identifies country-wide budget allocations
 
for the transport sector and seeks to provide a general
 
prioritization for the allocation of resources, both among the
 
various classes of roads and among functional items (e.g.,
 
equipment, training, maintenance facilities).
 

3. Donor Assistance to the Transport Sector
 

Donor support for the transport sector in Tanzania has been
 
important. In 1986 and 1987 (there or no comparable data for 1988
 
available to USAID/T). between 10 and 15 percent of donor capital
 
flows into Tanzania were for the transport/communication sector.
 
Between the two years, support for the transport sector grew more
 
rapidly than overall inflows of assistance, as shown in the
 
following table.
 

DONOR ASSISTANCE FLOWS TO TANZANIA
 

(US$ millions; percent)
 

TOTAL RESOURCES TRANSPORT/COMMUNICATIONS 

TOTAL CAPITAL TECHNICAL TOTAL CAPITAL TECHNICAL 

1986 670.1 410.3 259.8 80.7 52.0 28.7 
1987 779.3 497.3 281.9 112.4 69.7 42.8 

CHANGE 
(%) 16 21 8 39 34 49 

Source: UN 1987
 

A subset of the foreign assistance data which are available for 1998
 
are data on commodity import programs operated by various donors.
 
The following tables are derived from detailed data available from
 
the Ministry of Finance, Economic Affairs, and Planning, data which
 
exclude AID and IBRD commodity imports.
 

From these tables, it is clear that commodity import programs are
 
very large in Tanzania (compare the amounts in the table below for
 
total imports and transport imports with the comparable capital
 
assistance figures in the table above) and that they cover virtually
 
every sector of the economy. Furthermore, commodity import programs
 
account for approximately one quarter of total imports in recent
 
years.
 

Turning to AID's role in the transport :jctor, AID's potential
 
contribution of $17 million (in commitments in FY87 and FY88) in
 
commodity imports for the transport sector amounts to less than ten
 
percent of annual imports funded out of commodity import programs.
 
On the other hand, compared with total transport sector imports
 
funded by CIPs, the funds made available hy AID assume greater
 
importance.
 Ao
 



IMPORTS TO TANZANIA FUNDED BY DONOR COMMODITY IMPORT PROGRAMS
 

IMPORTS (US$ million) SHARES 

SECTOR 86/87 87/88 88/89 88/89 

Agriculture 
Construction 

72.20 
0.20 

108.29 76.07 24.7% 
0.0% 

Energy 13.70 11.70 14.41 4.7% 
Fisheries 1.20 1.60 5.87 1.9% 
Forestry 5.20 4.00 6.55 2.1% 
Metals 23.90 30.10 35.90 11.7% 
Manufacturing 38.35 44.80 101.32 32.9% 

Chemicals 28.70 32.30 65.00 21.1% 
Food 1.25 5.70 10.92 3.5% 
Paper 2.30 1.30 2.22 0.7% 
Textiles 1.40 0.40 2.93 1.0% 
Other 4.70 5.10 20.25 6.6% 

Mining 3.40 2.60 5.10 1.7% 
Non-metal 0.00 1.60 0.40 0.1% 
Social Services 3.54 3.76 4.38 1.4% 
Transport 
Water 

35.90 
2.55 

65.60 
0.20 

51.81 
0.20 

17.0% 
0.1% 

Miscellaneous 0.00 0.00 5.34 1.7% 
- - - ­ - - - ­ - ­ - - - ­ -

TOTAL 200.14 274.25 307.35 100.0% 

TOTAL TRANSPORT SECTOR COMMODITY IMPORTS. BY DONOR
 

IMPORTS (US$ million) SHARES
 

DONOR 86/87 87/88 88/89 88/89
 

Canada 3.00 0.61 1.2%
 
Sweden 9.30 11.80 19.14 36.9%
 
Norway 0.50 0.70 2.50 4.8%
 
Japan 5.80 0.80 1.5%
 
Netherlands 1.60 3.1%
 
Italy 3.80 1.66 3.2%
 
EEC 5.60 10.8%
 
FRG 5.90 15.10 6.05 11.7%
 
U.K. 12.20 17.80 13.85 26.7%
 
A.D.F. 14.40 0.0%
 
Denmark 0.40 0.0%
 

TOTAL 35.90 65.60 51.81 100.0%
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II. 	PROGRAM DESCRIPTION
 

A. 	 Objectives of the Program
 

Analyses conducted during the design of the original ATAP activity,

combined with information obtained during the past year, vividly
 
attest to the pivotal role played by the transport sector in
 
Tanzania's attempt to implement the ERP. Thus, this FY 1989
 
amendment proposes to continue to support the transport sector with
 
additional foreign exchange which will be used to finance the
 
importation of transport related commodities. Likewise, local
 
currency generations will continue to be placed in a special account
 
to fund private sector contracts for road rehabilitation and
 
maintenance programs.
 

The GOT, through policy changes reinforced by A.I.D.'s Transport

AEPRP and ATAP has made important strides in revamping its approach

to maintaining the country's road network. Most significantly, the
 
establishment of the Rural Roads Division and the active involvement
 
of private construction firms should provide the appropriate

environment to adequately rebuild and maintain roads. The
 
additional funding and conditions attached to this amendment seek to
 
further strengthen Tanzania's capacity to develop and sustain a
 
viable road network which can support increased production,
 
marketing and economic growth. As described in later sections, this
 
amendment supports the original program concept but modifies the
 
reform agenda to focus on maintenance capabilities, sustainability

issues and preventive measures to protect the road system once it is
 
brought back into a suitable condition.
 

The overall goal of the program remains unchanged - to increase the
 
incomes of the rural population by expanding the volume of inputs,

agricultural commodities, and consumer goods transported by road and
 
by reducing the costs of road transport services. The program
 
purpose has been streamlined to focus on road maintenance and
 
rehabilitation as the specific objectives of the program. The
 
reference to providing foreign exchange for transport equipment

which is considered a means, not an end, has been deleted from the
 
purpose statement. The revised program purpose is to support the
 
removal of policy and other constraints in order to improve the
 
GOT's capacity to undertake road rehabilitation and maintenance
 
programs. In addition to the objectives articulated in the original

ATAP PAAD, the following additional policy-oriented objectives are
 
included in this amendment:
 

1. 	 The development of a detailed road maintenance plan for a
 
single region under the jurisdiction of the RRD;
 

2. 	 The selection by the GOT of measures to protect the road
 
network from the damaging effects of overloaded vehicles.
 

I V
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Technical assistance already provided with ATAP funds will assist
 
with the development of a maintenance plan, in addition to assisting
 
the RRD further develop its institutional capability to plan for and
 
implement road rehabilitation and maintenance works, primarily
 
through contracts with private firms. As a result of the policy
 
reforms expected as a result of this amendment, in addition to the
 
availablity of local currency for road works, by the end of the
 
program in 1993, the following performance targets or
 
accomplishments are expected (not to be confused with the
 
satisfaction of conditions per se):
 

1. 	 Adequate road construction, maintenance and other
 
transport related equipment and materials will be
 
available to rehabilitate and maintain roads under the
 
jurisdiction of the RRD:
 

2. 	 An additional 400 kms of roads will be rehabilitated and
 
2000 kms of roads subject to improved annual maintenance;
 

3. 	 A functioning Rural Roads Division capable of designing
 
and implementing a technically, administratively,
 
financially and environmentally viable road maintenance
 
program: and
 

4. 	 The capacity will exist within the GOT to identify and
 
implement measures to prevent the damaging effects of
 
overloaded vehicles.
 

B. 	 Additional Conditions to Disbursement and Special Covenants
 

In the Program Grant Agreement Amendment, additional conditions will
 
be stated as follows:
 

Prior to the disbursement of the second tranche of funding for
 
commodity imports, which totals $5.2 million, or the issuance by
 
A.I.D. of documentation pursuant to which such disbursement may
 
occur, the Grantee shall submit to A.I.D., in form and substance
 
satisfactory to A.I.D.
 

1. 	 Evidence that all conditions to the disbursement of the
 
initial $5.21 million in FY 1988 funds continue to be met
 
and that the GOT is in compliance with all material
 
provisions of the Program Grant Agreement:
 

2. 	 By June 30, 1990, evidence that a detailed maintenance
 
plan has been developed for a single region under the
 
jurisdiction of the RRD where road rehabilitation and
 
maintenance is a priority concern: and
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3. 	 By June 30, 1990, evidence that measures to protect roads
 
from the damaging effects of overloaded vehicles have been
 
.developed and the GOT has relected options/measures to
 
address this proi)lem.
 

4. 	 By June 30, 1990, evidence that road rehabilitation and
 
maintenance contracts funded with local currency generated
 
under the program contain sound technical and
 
environmental criteria and standards.
 

The following special general covenants will also be added to the
 
Grant Agreement Amendment:
 

The MCW shall initiate a training program to ensure that
 
RRD staff involved in the design and monitoring of its
 
road rehabilitation and maiutenance program are aware of
 
important environmental considerations; and
 

Satisfaction of Conditions
 

Condition 2 will be considered satisfied when a
 
maintenance plan has been developed and approved by the
 
MCW/RRD for one region.
 

The plan will meet criteria to be developed by the MCW/RRD, jointly
 
agreed upon by A.I.D. and the MCW/RRD and specified in project
 
implementation letters. The following objectives are currently
 
contemplated, but may be modified or refined during the course of
 
this program.
 

a) 	 specify maintenance work to be accomplished within an
 
annual work program;
 

b) 	 determine the most effective ways to perform maintenance
 
works;
 

c) 	 identify the resources required to execute the specified
 

maintenance work,
 

d) 	 schedule for implementing the approved maintenance plan;
 

e) 	 establish procedures for reporting work and evaluating
 
performance.
 



The ,objectives of the maintenance plan described above are expected
 
to be'achieved as follows:
 

1. 	 The plan must specify maintenance work to be accomplished
 
within an annual work program.
 

This would require that the implementing agency, (MCW/RRD)
 
would establish a list of individual maintenance work
 
activities (e.g. blading, shaping, culvert
 
clearing/repair, resurfacing etc.) to be performed. Each
 
activity shall then be code numbered and assigned a
 
measurement unit (e.g. kms bladed, number of culverts
 
repaired etc) for purposes of controlling quantities of
 
work accomplished.
 

Road system must thereafter be classified on the basis of
 
surface type, width, condition, and the services (in
 
traffic volume) they are expected to provide. Each
 
classified segment is then categorized for its maintenance
 
needs and desired level of service (e.g. blading is to be
 
done, say, once a month for main roads and every 6 months
 
for feeder roads etc) related to the classification of the
 
road system.
 

2. 	 The plan must determine and direct the most effective ways
 
for performing maintenance work
 

The maintenance plan should indicate the best way of
 
performing the various maintenance operations from the
 
standpoint of the quality of workmanship, the economic
 
utilization of manpower and equipment, and the reasonable
 
standards for expected work accomplishments. In this
 
regard, the implementing agency (MCW) should establish in
 
the plan work performance standards for each activity
 
which include I) the most effective crew size for each
 
maintenance function. II) the tools and equipment to be
 
provided, III) material needed, IV) detailed work methods
 
and procedures and V) an estimate of the average daily or
 
weekly result expected when following the standard. These
 
standards shall be developed to provide a realistic basis
 
for estimating resource requirements for annual work
 
programs and budgets.
 

In this regard the annual work plan should identify
 
specific kinds of work to be performed, the amount of each
 
kind 	of work, and the manpower, equipment and material
 
needed to perform the work.
 



- 12 	-

Such programs should initially be developed for individual
 
field management units and later, consolidated for a
 
nationwide program. The annual program shall be developed
 
strictly from three sources, i.e. the current roadway
 
inventory, the adopted level-of-service standards, and the
 
work performance standard all of which have been described
 
above. Any special rehabilitation or betterment work
 
outside periodic and routine maintenance activities shall
 
be defined individually and separately along with the
 
estimates of resource requirements for the work.
 

3. 	 The plan must identify the human, capital and financial
 
resources for execution of the specified work.
 

In the maintenance plan, resource requirements shall be
 
estimated for all maintenance activities as follows: I)
 
annual quantities of work units are identified from the
 
work program, II) annual crew-day requirements are
 
completed from estimated productivity rates, III) manpower
 
and equipment requirements are determined from standard
 
staffing patterns and equipment assignment, and IV)
 
material requirement are derived from work programs and
 
performance standards. The plan must demonstrate the
 
extent to which MCW will use its own crews and equipment
 
and the extent to which it will contract it out.
 

4. 	 The plan must establish procedures for reporting work and
 
evaluating performance.
 

The plan must incorporate procedures for reporting work
 
with 	the aim of gathering information on payroll,
 
material/supply expenditure and general cost accounting as
 
well 	as for collecting management information to review
 
work 	performance, evaluate progress, guide corrective
 
actions, and for advance planning.
 

The plan shall be updated and refined every year as more
 
accurate data is collected from field operations. In this
 
regard the plan for the first year shall be t-*sed mostly
 
on data that is currently available with the ACW, PMO, MLG
 
and the Ministry of Finance (MOF). Enough data for
 
preparing the first year plan for the Core Rural Road
 
program is available in the COWIconsult study on Feeder
 
Roads. The MCW also has some data on the 10,000 kms of
 
trunk roads for which it has maintenance responsibility.
 

I(P
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Primary responsibility for preparing the maintenance
 
plan rests with the MCW and MOF specifically the
 
Rural Roads Division within MCW. Final acceptance
 
that this condition has been satisfied will required
 
evidence that based on the resource requirements
 
identified per section (3) above, the MOF has made a
 
formal budget allocation to implement the approved
 
maintenance program.
 

Condition 3 will considered satisfied when the
 
responsible GOT Ministries have examined ways to
 
control overloading and selected measures to help
 
control the overloading problem. Again, criteria for
 
selecting control options will be jointly agreed upon
 
by A.I.D. and the GOT and specified in project
 
implementation letters. The issues to be examined
 
are expected to include, inter alia:
 

(1) the extent of the physical damage currently 
being caused by overloading; 

(2) the financial costs of this damage: 

(3) the feasibility of alternative means 
overloading; and 

to control 

(4) 	recommendation of specific measures which are
 
technically and financially viable to control
 
the problem of overloaded vehicles.
 

The final stage of the process will be the
 
selection by the GOT of options/measures to
 
effectively address the problem and the
 
development of a schedule to implement these
 
measures.
 

C. 	 Satisfaction of Conditions Under the Transport AEPRP
 
and First Trance of ATAP
 

1. 	 AEPRP
 

In FY 87, A.I.D. authorized the Transport AEPRP (ESF funded)
 
for an LOP total of $12.0 million. The program was designed as
 
a cash grant, with two disbursements of $6.0 million each.
 
Upon meeting the conditionality for each tranche of $6.0
 
million, the entire amount was to be disbursed to the GOT, then
 
allocated by the GOT and A.I.D. to individual importers of
 
transport-related equipment in a manner resembling a typical
 
commodity import program. The first tranche of $6.0 million
 
was technically disbursed two months after the agreement was
 
signed when the GOT met the following conditions to initial
 
disbursement:
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(1) 	a 25 percent increase, in real'terms, in
 
the national development budget for the
 
transport sectcr; and
 

(2) 	agreement to award road construction and
 
rehabilitation contracts on a competitive
 
basis, including allowing private firms
 
equal opportunity to bid for these
 
contracts.
 

Since the initial tranche was disbursed, over $35.0 million in
 
applications for licenses to import transport-related equipment
 
have been received. Of this total, approximately $4.5 million
 
in requests have been approved, and about $2.0 million import
 
licenses have been granted and the L/Cs opened. Principal
 
reasons for the slow approval rate, according to a recent
 
USAID/T and REDSO/ESA evaluation, appear to include:
 
applications for ineligible goods, inadequate documentation on
 
the part of applicants for FX, illegitimate invoices, inability

of importers to meet the 100 percent cash cover requirement up
 
front, the restrictive nature of the commodity eligibility list
 
and a lack of confidence on the part of private firms that they
 
could secure a significant volume of contracts to justify the
 
cost of imported equipment.
 

Based on the ongoing monitoring efforts of USAID/T and REDSO as
 
well as the findings of the evaluation, the commodity

eligibility list has been expanded twice to include other
 
equipment ancillary to transport equipment and, more recently,
 
to include oil, lubricants and trucks. Evidence suggests that
 
the expansion of the list of eligibility commodities will
 
dramatically speed up the allocation of FX under the program.
 

All conditions for the disbursement of the second $6.0 million
 
have not been met and the terminal date for meeting these CPs
 
was recently extinded to December 31, 1989. One of the two CPs
 
included in the Grant has been met and another CP which was
 
included in tho Program Authorization but not in the Grant has
 
also been met as follows:
 

Grant CPs
 

(1) 	The GOT has met the CP which required that
 
construction and rehabilitation contracts have been
 
opened to bidding the private sector contracts.
 
(Recent tenders for road rehabilitation have been
 
provided to private firms by the Rural Roads Division
 
of MCW and contracts have been awarded to private
 
firms for the rehabilitation of the TANZAM Highway.)
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(2) 	The GOT has not met the condition requiring that the
 
Grantee "has awarded a substantial number of
 
contracts for major road construction and/or
 
rehabilitation work to private sector firms". This
 
CP was written in such a way that its satisfaction is
 
open to a wide range of interpretations, mainly
 
because it is described somewhat differently in three
 
places: The text of the PAAD, the Authorization, and
 
the Grant Agreement. Although a substantial number
 
of contracts have, in fact, been awarded to private
 
firms for work on trunk roads, USAID/T has chosen a
 
more narrow interpretation which focuses on contracts
 
for regional and district roads. With 300 kms of
 
rehabilitation work currently out to tender by the
 
RRD, this condition could be met as early as
 
November, 1989.
 

CPs Not Included in the Grant
 

A third CP. included in the Authorization, but not the Grant,
 
has recently been met. This condition required that, following
 
the increased budget allocation, the GOT also increase actual
 
expenditures for the transport sector in real terms. (No
 
percentage target was stated.) Between 1986/87 and 1987/88,
 
GOT expenditures for the transport sector, excluding ports and
 
donor-financed activities, increased by almost 30 percent in
 
real terms. Expenditures for regional and district roads
 
increased by 34 percent in real terms over the same period.
 

(2) 	ATAP
 

Four conditions were included in the original Grant Agreement
 
for ATAP. One has been met: evidence that a Rural Roads
 
Division has been established and given national responsibility
 
for the development, prioritization and implementation of rural
 
roads. The RDD is now a fully functioning unit with
 
responsibility for 10,000 kms of trunk and 13,400 of rural
 
roads.
 

A second condition requiring a GOT-approved plan setting forth
 
adequate measures to maintain its classified road network, with
 
domestic taxes, fees and other financing has apparently been
 
met, but written evidence has not been provided to A.I.D. A
 
national policy paper on transport was approved by the Cabinet
 
in July 1989. The policy paper includes a general plan for
 
maintenance of the nation's road network, including the
 
identification of various financial resources with which to
 
conduct maintenance programs. When the GOT submits a copy of
 
the approved policy paper to A.I.D., this condition will be
 
satisfied.
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The third condition requires that a special local currency
 
account be established in the Cooperative and Rural Development
 
Bank of Tanzania. This is strictly a formality at this stage
 
since no LC has been generated under ATAP. It will be met by
 
August 31. 1989.
 

The final ATAP condition requires that $1.0 million in road
 
rehabilitation contracts for gravel and earth roads be awarded
 
to private sector firms. Once awards for the contracts
 
currently out to tender by the RRD are made, this condition
 
will be satisfied.
 

At this time, it appears that all CPs for the first tranche of
 
$5.21 million (CIP component) will be met by December 31, 1989,
 
at the very latest.
 

The original ATAP Grant Agreement included a general covenant
 
requiring an Environmental Assessment covering the use of CIP
 
commodities. However, since the commodity eligibility list has
 
been significantly expanded and the end-use of imported goods
 
will not be monitored. REDSO/ESA and USAID/T have concluded
 
that the more important environmental concerns relate to the
 
design standards and training programs of the RRD. Therefore.
 
an IEE Amendment was prepared by the REDSO/ESA Regional
 
Environmental Officer which gave a negative determination for
 
both the new and prior obligations with respect to local
 
currency expenditures. The IEE Amendment identified potential
 
environmental concerns and prescribed two mitigating measures.
 
These measures are included as CP number 3 and a new general
 
covenant (as specified in the PAAD and Grant Agreement
 
Amendment).
 

III. UPDATE OF FEASIBILITY ANALYSES
 

A. Institutional Analysis
 

1. Rural Road Division
 

Because of the existing complex, wasteful and fragmented
 
administrative arrangements for the execution of road programs
 
in Tanzania which is characterized by inconsistent technical
 
standards, poor financial control and accountability, the
 
establishment of a new rural roads division in the Ministry of
 
Communication and Works (MCW) to coordinate and have prime
 
responsibility for the rehabilitation and maintenance of the
 
vital roads was agreed to under the ATAP program between the
 
GOT and USAID. This division has now been formally established
 
under the MCW and the current status of its establishment and
 
reorganization within MCW is as follows.
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(a) Organization structure
 

The RRD, as currently organized, is the central unit that
 
implements national road programs for which the MCW has full
 
responsibility. In terms of lengths of roads, this
 
responsibility translates to the rehabilitation and maintenance
 
of some 10,000 kms of trunk roads and 13,400 kms of rural
 
roads. The division is headed by a chief engineer who is
 
responsible to the Commissioner for Construction and
 
Maintenance. At the headquarters level, the RRD currently is
 
manned with five senior local engineers, two recent graduate

engineers, one personal secretary (to the chief engineer), one
 
administrative and manpower officer (includes training), one
 
office attendant and two drivers.
 

At the regional level the RRD has appointed 19 regional

engineers. 19 rural road engineers, 19 trunk road engineers, 19
 
building engineers, 19 mechanical and electrical engineers, 19
 
material engineers, and 19 regional works accountants. The GOT
 
has, for the first time, included in the national budget for
 
FY89/90 some 61 million T.sh to be used by the RRD for
 
recurrent expenditures arising from rural road rehabilitation
 
and maintenance activities.
 

(b) Authorities/Responsibilities
 

In December 1987, an Inter-ministerial Steering Committee,

whose members are Principal Secretaries of the Ministries of
 
Communication and Works, Local Government, Prime Ministers
 
Office and Agriculture, was formed by Presidential Order to
 
oversee the development and implementation of rural road
 
programs in the country. The first task of the Committee was
 
commissioning an organization and management study on rural
 
roads. This study was undertaken by a Danish consulting firra
 
(COWIconsult). In February 1989, the study was completed and
 
all the recommendations of the study were accepted by the
 
Steering Committee. On the basis of these recommendation the
 
RRD was formally established. The establishment of the RRD
 
derives from the Presidention Order of 1987. No any other
 
formal approval is required for its establishment and/or
 
formation.
 

The RRD is responsible, at the regional level, for the
 
rehabilitation and maintenance of the Core Rural Road Program

(vital non-trunk roads) which consists of the rehabilitation
 
and maintenance of some 13,400 kms of essential roads in eleven
 
regions of the country. Other rural roads programs currently

being implemented by various donors will continue to be
 
implemented by donors, but are also classified as essential
 
roads. Their implementation eventually will be the
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responsibility of the RRD. At the headquarters level, the RRD
 
has responsibility for national programming, technical
 
supervision, funds allocation, monitoring, standard setting,
 
and training.
 

(c) Status of Road Works under the RRD
 

The RRD has pre-qualified seven local contractors for the
 
rehabilitation of rural roads. Tender documents for 300 kms of
 
roads (4 bid packages) have been issued to the seven
 
pre-qualified contractors, who are required to submit their bid
 
prices by August 4. 1989. Actual rehabilitation work is
 
scheduled to commence soon thereafter (October 1989). Design
 
and bid documents for the rehabilitation of another 320 kms (3
 
bid packages) are ready and will be issued immediately after
 
the contracts for the first 300 kms (4 bid packages) have been
 
awarded. Six local A&E consulting firms have also been
 
pre-qualified to undertake the design of additional 600 kms
 
rural roads and actual design work is scheduled to begin in
 
November - December 1989. The same AE firms will also
 
supervise the road rehabilitation contracts, which are
 
scheduled to commence in October 1989.
 

(d) Status of Technical Assistance to the RRD
 

According to the Organization and Maintenance (O&M) study on
 
Rural Roads there are significant staff requirements to
 
implement the recommended new institutional construction for
 
rural roads. To support the RRD. the study also recommends a
 
sizeable technical assistance program.
 

Although technical assistance is required to implement
 
Tanzania's overall road development program, USAID/T does not
 
agree with the high levels of TA recommended under the O&M
 
study. Rather, TA should be highly focussed on the critical
 
areas of training, involving local staff in the implementation
 
of rural road rehabilitation and maintenance so that the
 
sustainability of the program is assured. TA will be provided
 
in the initial stages of implementation to assist MCW and the
 
RRD to develop design criteria and standards for both
 
rehabilitation and maintenance works, prepare contract
 
documents and review bids, assess options to control
 
overloading of vehicles and to develop training programs which
 
include environmental concerns. Under the project component of
 
ATAP the services of one long-term TA advisor to the RRD was
 
budgeted for. Recruitment of this advisor is currently in
 
process (CBD and local notices published) and it is expected
 
that the advisor will be on-board in early October 1989. In
 
the meantime, using ATAP funds, USAID/T recruited in mid April
 
1989 a short-term TA advisor to assist the RRD in the
 
preparation, evaluation and award of bid contracts for the
 
rehabilitation of the initial package of 300 kms of rural roads.
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In addition to assisting and advising the RRD in the management
 
of road rehabilitation contracts, the long-term TA to be
 
provided under ATAP I shall help the MCW in developing a
 
maintenance plan for the region where actual road
 
rehabilitation work is being undertaken. ATAP I funds are also
 
available for short-term TA to help in a) identifying financial
 
requirements and sources of funds for the maintenance plan to
 
be developed and b) assessing truck axle weight limits and
 
overloading problems and recommending remedial actions for same.
 

B. Economic and Social Analyses
 

The economic analysis carried out in the original PAAD remains
 
valid. That analysis estimated the internal rate of return
 
(IRR), in economic prices, for the various segments of
 
Tanzania's rural road network that were scheduled for
 
rehabilitation under the core road program. The segments of
 
road were then ranked by net present value. Generally, the
 
IRRs exceeded 35 percent, suggesting adequate justification for
 
their rehabilitation.
 

If AID continues to work in this sector in future, it would be
 
desirable to carry out more careful economic analyses of these
 
road rehabilitation projects. It is implicit in the analysis
 
prepared for the PAAD that the benefits of rehabilitating each
 
road segment consist of the incremental value added in
 
production along that road segment as a result of the road
 
improvements. What has not been done explicitly is to assess
 
what will happen to incomes of producers, marketers (including
 
transporters), and consumers of the goods incrementally
 
produced. The object of such an analysis would be in part to
 
differentiate among the effects of the road rehabilitation on
 
various income classes. It is likely that information gleaned
 
during the socio-economic surveys done in connection with this
 
program amendment will permit some rudimentary assessment of
 
these effects over time.
 

USAID/Tanzania is funding a socio-economic baseline survey
 
which will begin in early FY 1990. Tha survey will provide
 
data which will provide the basis for assessing the impact of
 
the road rehabilitation and maintenance activities financed
 
under the Transport AEPRP and ATAP. Annex 4 contains a
 
detailed Scope of Work for the survey.
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C. Demand Analysis
 

The effective demand for resources under the combined programs
 
(AEPRP and ATAP) has not resulted in a speedy release of
 
foreign exchange. Thus, although conditionality for the first
 
tranche of AEPRP resources was met over a year ago, the
 
effective use of the $6 million made available under the first
 
tranche has to date been only about $2.0 million. One
 
important reason that effective demand has been so weak, one
 
can reasonably argue, is that the GOT has to date issued no
 
contracts for rural road rehabilitation and maintenance work.
 
That situation promises to change in the next few months as the
 
RDD prepares to award contracts for the rehabilitation of 620
 
kms of regional and district roads. In addition, USAID/T
 
recently has expanded the eligibility list for imports under
 
the AEPRP and will further expand the list of eligible
 
commodities for both AEPRP and ATAP at the time this amendment
 
is approved.
 

USAID/T and the GOT will periodically review the drawdown rate
 
and uses of the CIP funds to ensure that implementation is
 
proceeding on schedule and that adequate quantities of
 
transport-related equipment is being imported.
 

Demand for Foreign Exchange Resources
 

On the basis of detailed studies of road rehabilitation and,
 
maintenance, USAID/T has estimated that, over the next
 
five-year period, the demand for equipment will be as follows:
 

$16 million for the MCW for equipment to carry out the
 
"core rural road program:"
 

$12.5 million for local contractors for equipment to
 
implement work contracted out to them under the same core
 
program;
 

$10 million for local contractors for equipment to
 
implement work contracted out to them under the "trunk
 
road program;" and
 

-- $7.8 million for spare parts f1 r the above. 

The preceding items sum to $46.3 million: excluding the trunk
 
roads component results in a total of $34.2 million. The
 
figures in the preceding paragraph are based on an analysis of
 
the equipment costs of (a) rehabilitating 2,400 kilometers of
 
rural roads over the next five years, (b) maintaining 11,000
 
kilometers of rural roads for five years, and (c)
 
rehabilitating 500 kilometers of trunk roads over the next five
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years. The figures represent the purchase price of the
 
equipment required to get the work done, not necessarily the
 
depreciation or amortization value of the equipment required.
 
(Of course if the equipment is amortized over a five-year
 
period, and all of it is purchased at the outset, then the two
 
figures would be identical.)
 

Potential sources of supply for this equipment are many, of
 
course, but currently established sources are few, and total
 
about $21 million:
 

$6-plus million under the AEPRP program, consisting of the
 
entire second tranche plus whatever remains under the
 
first tranche;
 

$10.18 million under the ATAP program, assuming the first
 
tranche of $5.21 million and an additional FY89 obligation
 
of $4.97 million;
 

$5 million of equipment available currently in Tanzania
 
over the five-year period, usable at a rate of $1 million
 
per year.
 

USAID/T also estimates that, given the nature of the work to be
 
done and the number of contractors involved, the total demand
 
for equipment is likely to be heavier at the outset of the
 
five-year period than at the end. Therefore, between $25
 
million and $30 million of the demand is likely to materialize
 
over the next two years.
 

To cover this demand in the next two years, the available
 
supply is about $16 million, given optimistic assumptions about
 
the GOT's ability to the meet conditionality under the AEPRP
 
and ATAP programs. For example, once the first set of
 
contracts for the rural road program are let, the second $6
 
million of AEPRP funds will be available. As to the first $5.2
 
million under ATAP, it is anticipated that this will be
 
available for disbursement by the end of 1989. To this
 
$11-plus million should be added the $2 million over these two
 
years consisting of the existing stock of road construction
 
equipment. The total "supply." about $13 million, is clearly
 
short of the projected demand over the next two years.
 

In addition to the estimated demand for transport-related
 
equipment, plus spares, there will be a significant demand for
 
foreign exchange to import trucks and lubricants, which are now
 
eligible under ATAP. In a recent, informal survey, USAID/T
 
received expressions of interest for the importation of over
 
400 trucks, of which 215 are in the weight range proposed for
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ATAP (i.e., 3 to 9 tons). Even if only a fraction of these
 
expressions of interest are valid (e.g.. 
for legitimate uses.
 
LC coverage available. etc.). since the survey was informal and
 
did not reach all prospective importers, there is likely to be
 
a significant demand to import trucks using ATAP funds.
 
Finally, there is no question that the addition of lubricants
 
will raise demand for ATAP funds. Oil and lubricants are
 
consistently among the top five principal imports by Tanzania
 
(in terms of value) each year.
 

Finally, the PAAD design team has concluded that, given this
 
analysis of demand for foreign exchange resources to purchase

road construction equipment, and given the fact that the
 
eligibility list for AID's various CIPs includes not only such
 
equipment and spares but also unrelated items. USAID/T should
 
carefully monitor the situation to ensure that excess demand
 
does not develop to such an extent that the road rehabilitation
 
and maintenance program's objectives are undercut.
 

Demand for Local Currency Resources
 

As noted above, the local currency resources generated by AID's
 
two programs are programmed for spending on the rehabilitation
 
and maintenance of rural roads. On the basis of detailed
 
studies of road rehabilitation and maintenance, USAID/T/ENGR

has also estimated that, over the next five-year period, the
 
cost of contracts for rural road rehabilitation and maintenance
 
(in US dollar equivalents) is likely to be as follows:
 

$16.5 million for the maintenance of the 11,000 kilometers
 
of rural roads: and
 

$48 million for the rehabilitation of the 2,400 kilometers
 
of rural roads.
 

Under the AEPRP and ATAP programs, a total of US$22 million in
 
local currency equivalent will be deposited into the special

account as the foreign exchange resources are disbursed and
 
utilized by importers. From the foregoing discussion of
 
contract costs, it would appear that over the five-year period

the GOT will have little difficulty liquidating this local
 
currency account. Indeed, there will be a need for additional
 
resources, either from the GOT's own sources or 
from external
 
resources. As in the case of the foreign exchange, USAID/T

should carefully monitor this situation with the GOT to ensure
 
that there are sufficient resources available to carry out this
 
program.
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IV. FINANCIAL PLAN
 

The initial $7.21 million obligation for ATAP consisted of a
 
$5.21 million Commodity Import Program (CIP) and $2.0 million
 
for technical assistance and related commodities, training.
 
studies and evaluations. This amendment adds $5.2 million to
 
the CIP component for a new total of $10.41 million. The total
 
LOP for ATAP is increased to $12.41 million.
 

No additional funds are included for technical assistance and
 
all methods of implementation and financing, as described in
 
the original ATAP PAAD will be unchanged.
 

The GOT's contribution to the total ATAP program will continue
 
to include the financing of road rehabilitation and maintenance
 
contracts as well as the administrative costs of operating the
 
RDD. The additional GOT contribution is estimated at TSh. 716
 
million in local currency generations from the CIP. Five
 
percent of the TSh.754 million in LC generations will be placed
 
in a trust fund account for the use of USAID/Tanzania, in
 
accordance with the procedures established in the original
 
Grant Agreement. In addition, expenditures for district and
 
regional maintenance and rehabilitation over the LOP from the
 
GOT budget are estimated at:
 

(TSh Millions)
 
88/89 89/90 90/91 91/92 92/93
 

Rehabilitation 449.5 580.0 826.5 1,044.0 1,218.0
 

Maintenance 754.0 855.5 1,105.0 1,363.0 1,595.0
 

Source: Ministry of Communications and Works.
 

At the current exchange rate (U.S. $ 1.0 = TSh 145.0). the 
total GOT contribution through 1993 is estimated at $77.4 
million.
 

V. PROGRAM IMPLEMENTATION
 

A. CIP and Local Currency Components
 

The foreign exchange component of ATAP will continue to be
 
implemented through a Commodity Import program (with the
 
exception of the $2.0 million previously authorized for
 
technical assistance). There is one major change in the
 
implementation of the CIP.
 

As identified on the PAAD amendment facesheet, the commodity
 
eligibility list for the CIP is expanded to include:
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1. Trucks with hauling capacities of approximately 3 to 9
 
tons or such other size trucks as A.I.D. may approve in
 
writing. USAID/T believes that the addition of trucks
 
will allow for increased haulage of road construction
 
and maintenance materials and supplies, thus
 
facilitating the implementation of the overall
 
program. Section IV.C. of this PAAD supplement
 
estimates the demand for new trucks and spares over the
 
life of the program;
 

2. Capital equipment for retreading tires, manufacturing
 
brake linings, machining vehicle parts and other
 
ancillary equipment; and
 

3. Brake fluids and essential lubricants.
 

In addition, USAID/T is considering a change in the cash
 
coverage requirements (currently set at 100 percent when a
 
Letter of Credit is opened). During September 1989, USAID/T
 
and the REDSO/RCMO will review this procedure which may be
 
modified to require less than full cash coverage up front. If
 
such a procedure is determined desirable and feasible, a
 
portion of the LC cash coverage would be due when a Letter of
 
Credit is opened and the balance upon shipment of the commodity.
 

Rationale for Continuing the CIP Mechanism
 

During the preparation of the PAAD supplement, consideration
 
was given to two alternative disbursement modes: (1)
 
contributions to the OGL; and (2) a transportation sector grant.
 

Under each, conditions would have been identical to those
 
required under the present program amendment, with the
 
exception that an additional condition would have been required
 
under the OGL to expand the eligibility list of that system to
 
include capital equipment. Both of these options, after
 
careful deliberation, were rejected by USAID/Tanzania and the
 
PAAD amendment design team. The OGL is still untested as a
 
means to efficiently allocate foreign exchange on a sustainable
 
basis. To date, no GOT contributions have been made to the
 
OGL; it is entirely a donor-supported program. There is yet no
 
clear indication that the GOT considers the OGL a permanent
 
feature of its economy as opposed to an IBRD program. The
 
reason for rejecting a sector grant also applies to the OGL.
 
USAID/T believes that in the absence of a CIP, there can be no
 
assurance that foreign exchange will be available to private
 
firms for the importation of transport-related equipment.
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Without this assurance, there may be a reluctance on the part
 
of private firms to bid on road rehabilitation and maintenance
 
contracts, thereby undercutting one of the major themes of
 
ATAP. Continuation of the CIP disbursempnt mechanism is viewed
 
as critical to ensuring that capital equipment and spares
 
relevant to the transport sector can be imported and that a
 
fair share of this equipment can be procured by private firms.
 

Despite the above argument for continuing the CIP disbursement
 
mechanism, there is concern about the slow drawdown of foreiga
 
exchange under ATAP to date. The problem is expected to be
 
resolved by the change in the cash coverage requirement and the
 
expansion of the commodity eligibility list. In addition,
 
delays can be partially attributed to the time required to
 
establish the RRD and prepare tender documents for tho first
 
300 kms of road rehabilitation works (both of which affected
 
the satisfaction of CPs to initial disbursement). The picture
 
is much more positive aow and USAID/T is sanguine about the
 
prospects of improvi,4g the FX disbursement rate. In January
 
1990, a review will be conducted to confirm that the CIP
 
mechanism is effectively moving FX into the economy, thereby
 
generating the LC needed to implement the roads program. If
 
problems still exist, alternative means of disbursement will be
 
considered.
 

B. Implementation Schedule (Revised)
 

August 1989
Authorization Amendment Approved 

Grant Agreement Amendment Signed August 1989
 

October 1989
Long-term Advisor to RRD Arrives 

CPs to first Disbursement Met (initial $5.21 mil) December 1989
 
Review of CIP Disbursement Rate January 1990
 

February 1990
Disbursements begin for initial CP funds 

CPs to second disbursement met (additional $5.2 mil) June 1990
 
Evidence of design standards which incorporate
 
environmental concerns
 

June 1990
Maintenance Plan Developed by MCW/RRD 

Study on Overweight Vehicles Completed June 1990
 

September 1990
Disbursements Begin for Additional CIP funds 
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Implementation Targets (GOT CORE Roads Program)
 

- Kilometers of district and regional roads rehabilitated:
 

FY 89/90: 200
 
FY 90/91: 500
 
FY 91/92: 570
 
FY 92/93: 600
 

- Kilometers of district and regional-.roads being maintained:
 

FY 89/90: 700
 
FY 90/91: 1120
 
FY 91/92: 3650
 
FY 92/93: 8980
 

C. 	 Implementation Responsibilities
 

The primary implementing organization will continue to be the
 
Ministry of Communications and Works. However, now that the Rural
 
Roads Division has been formally established and its
 
responsibilities have been defined, the Director, RRD will be the
 
principal GOT liaison person for the project technical assistance
 
and for the planning and implementation of the road rehabilitation
 
and maintenance activities.
 

All other GOT and A.I.D. implementation responsibilities remain
 

unchanged from those outlined in the original ATAP/PAAD.
 

D. 	 Program Monitoring
 

The following is a list of program elements to be monitored and
 
assessed periodically, including target dates and the responsible
 
entity.
 

1. 	 Cash coverage requirements
 
(September 1989 - USAID/T. REDSO, GOT)
 

2. 	 Review of design standards for road rehabilitation
 
and maintenance works
 
(December 1989 - USAID/T, REDSO, RRD. TA Contractor)
 

3. 	 Rate of disbursement of FX via CIP mechanism
 
(January 1990 - USAID/T, REDSO, GOT)
 

4. 	 Review of types of commodities imported
 
(USAID/T. REDSO)*
 

* The fourth monitoring activity will begin with the first review of 
applications fo %IP funds and will be continued on a quarterly
 
basis to ensure that adequate transport-related equipment is
 
available to private construction firms to carry out rural roads
 
rehabilitatioii and maintenance contracts.
 

30
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VI. STATUS OF NEGOTIATIONS WITH GOT
 

In July 1989, Representatives from USAID/T and the GOT (Ministry of
 
Finance, MCW, RRD) met to discuss the amendment to ATAP, focussing
 
on the additional conditionality, changes in various terminal dates.
 
funding levels, modification of the commodity eligibility list and
 
expectations regarding performance targets set for the RRD. The
 
relevant Ministries have agreed, in principal, to the terms of
 
conditions proposed for the ATAP amendment and USAID/T does not
 
anticipate any issues or problems in negotiating and signing the
 
Grant Agreement Amendment.
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Annex I 

THE UNITED REPUBLIC OF TANZANIA 

MINISTRY OF: FIAC,_ _ U~A2 N 

Telegrarn - "IIAZINAI)AR 
Ideph~a 21271 

lh5SA LAAM P.O. 
DAR 

Box 9111 
ES SALAAM. 

(All (Iflil Lorrequnkce "ioldWc 
Addrnwer10 NrcPrtincipaliscrcty -Ifeuip) 

in Iltply rpICIMqmot 

,,r. Fre6ericlk Guyxmat, 

Acting Director, 

USAID ir'*f m~cia, 

P.o. w~x S130, 

DAR ES SALM"l 

Re: US DOLUL 5.2% HILILIal GRAIM 

'Te 1'kv(.mrnJ'et of the UnjitedL' Irepublie of~ Taiiwanid is !)Eel) 

to~ec thirt the Goverrubcit of the ultce Statcs ScISL r 
5.2 riillioa to the Ahjriculturat1go~~ 


1'rotrm~ (7.P), Luriti~i the 1!VjS' Unite- Stivtes
 
*~~~ ~~G~o±~rmait 01 U". 

Trzl~.vrt i osjrLent 
0fficm1 y, tr. 

i~yr~siiij vy ov,;nriI1,Knt; a,%-.rcciatiofl t.cr thL. U!itc: 

iiil.ort.'rit i.-,ut tu the rt1hii1L.*'Liojr atid wdit-_ijailce of 

&itii iin thc vcc~m1iCc 6vclo!.rp.,t)t uf ti~ct1'(. viw CcLor 

Ic tlj: rcforv rr. ls-t -.o=r assistace ir, securin%couiftry. 

of: tlv* pro:o5';L aCditiorial US$4 fi.l2 
;z.-,rXcval Aro,t -our (overrm -iit 


m~illioi qnrirt at yuur earlicst conwm~imC.
 

7mmfkiltj youi for your coI~ifluud cooperation.. 

Yours Si eey, 

PHRKCIPAL SCREWIARY 

Vinittry of Cc)TU.Uficatioml --mO liorIks,
 

D7.R U. SALIM.- Your lettcr .e.C /3/2/5,of.
 



". .AN 2Ac? z, 
'.i-[. . J 

• .* • .... , •
 

•ZCZC
S-32L-89 "TOR:'23:fl3 
PP RUEHNR 
 C:" 36957
 
DE RUEHC #0652 1842300 
 CHRG '-AID
 
ZNR 'UUUUU ZZH 
 DIST f AID
P R 032259Z JUL 89_______ ADD:
 
FM SECSTATE VASHDC 'I "
 TO RUY!DR/AMEMJASSY DAR ESAyAi M- PR IJ
 
INFO RUERNR/AMEMBASSY N IROBI 7?4k5 . Y IV
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UNCLAS STATE 210652 JUL 05 198(, 
AIDAC, NAIROBI FOR REDSO/ESA
 

E.O. 12356:N/A
 

FT 89 AMENDMENT TO AGRICULTURAL TRANSPORT k ,',;+

ASSI-STANCE "PROGRAM (ATAP), 621-0166 DIN
 

PRE?: A. DAR 2538 B. STATE 165149 C DAR
 
3140 D. DAR 3.00i E. DAR 197092
 

1. PER USAID/T REQUESTS PARA 8 REF C, PARA 4 BELOW At4NA
 
CONTAINS A MISSION AD HOC DOA TO AUTHORIZE SUBJECT Y.
 
99 ATAP AMENDMENT SUBJECT TO REDSO/ESA CONCURRENCE. .'' I
 
PARA 5 kUTHORIZES MISSION TO APPROVE IEE SUBJECT TO ­" 

REDSO/ESA CLEARANCES... i-..
 

2. A. BUREAU CONCRNS REMAIN, HOVEVER, RTGXRDING ET ...-.
 
CO1iPON.NTS OF TE 
 ATAP PROGRAM AND A.I.•.'S CONTINUING
 
ABILITY TO MAINTAIN INFLUENCE OVER GOT REFORM PROCESS
 
IN OUR TOP PRIORITY Sl TOR GIVEN PROPOSED MISSION 
 .....
""-

APPROACH. SPECIFICALLY, WILL MISSION REMAIN IN 
 RL"I
 
POSITION TO GAIN NEi POLICY REFORM OR R'ZIARD 
 u ',.r,

SIGNIFICANT GOT PERFORMANCE WITH ONLTIMINOR DISBURSEMENTS
 
ANTICIPATED UNTIL FY 92? WE UNDERSTAND 'THAT 
 KAGAI I 
ATAP-FUNDED TA HAS A ROLE TO PLAY IN SHAPING POLICY AND
 

SHARPENIN IMPLEMEStATION BUT IS TA ALONE SUFFICIENT *TO EXO/PI
.
 
GET THE JOB DONE OVER TH NEXT THREE TEARS? FOR ADMill
 
EXAMPLE, HOW WOULD MISSION HANDLE ADDITIONAL PROPLEMS
 
REQUIRING REFORM IF IDENTIFIED BY TA TEAM PRIOR TO FT CHRcY4 !-"
 
92? 
 T. .. 

B. EFFORTS TO ACCLERATI THE RATE OF DRAYDOYN UNDER ACION 
THE AEPRP AND ATAP-FUNDED CIP SHOULD BE CLOSELY 
 1AC'o -

MONITORED AND CONCLUSIONS REACHED AS TO THE 
EFFECTIVENESS OF THE CHANGES PROPOSED REP. C PARA 2. DATE 
VE WOULD EXPECT A RIGO.OUS ASSESSMENT OF PROGRESS UNDER IlllS 
THE NEW ARRANGEMENTS IT IN? JANUART 1990 AND A DECISION
MPD3 AT ,-AT 121M vHT HE 0 CONTINUE WITH THE CIPMECHANISM OR CONSIDER SHIFT TO OTHER MECHANISMS AS
DISCUSSED REF. B. , 

3. BUREAU LOOKS FORWARD TO REVIE ING THESE 'AND OTHER 
ISSUES DURING JULY MISSION DIRECTOR CONSULTATIONS. 
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4. DELEGATION OF UTHOITY"TO' APPROVE-AMENDMNT: 

-tHE ACTING ASSISTANT "ADMINISTRATOR FOR AFRICA HEREITDELEGATES AUTHORITY TO APPROVE AN IMENDMENT TO THETANZANIA AGRICULTJRAL TRANSPORT ASSISTANCE PROGRAM(621-0166), NOT TO EXCEED DOLS. 4.83 MILLION IN FT 89TO THE DIRECTOR, USAID/TANZA.4IA OR PERSON ACTIN- IN
THAT CAPACITY, SUBJECT TO THE CONCUIRENCE OF T:{EDIRECTOR, RIDSO/ESA OR PERSON ACTIIG IN THAT CAPACITY.
 

5. DELEATION OF AUTHORITY TO APPR3V IEE: 

THE AFRICA BUREAU ENVIRONENrAL OFFICER HEREBYDELEGATES AUTHORITY TO3 APPROVAL OF TH3 IEE AMENDMENT
TO THE TANZANIA AGRIZJJLTURAL TRAqSPORT ASSISTANCIPROGAM (521-0166) TO TH-K DIRECTOR, USAID/TANZANIA
?ERSO'N ACTING IN THAT CAPACITY, SUBJECT 

OR 
TO THE3LEARANCE OF THE REDSO/ESA REGIONAL LEGAL ADVISOR (RLA)AND REGIONAL SNVIRONMENTAL OFFICER (REO). PLEASE

-FORWARD A COPY OF THE SIGNED DOCUMENT (F3R RECORD-URPOSES) TO THE BIO, AFR/TR/ANR. HAS THE SCOPING
;TATEMENT REQUESTED IN APPROVED lEE DATED AUGUST 18,-939 BEEN COMPLETED? 
 IF SO, PLEASE FOR'ARD COPY ALONG
'ITH IE AMENDMENT. 

. PER REF E,PROPOSED EXPANSION OF ELIGIBILITY LIST.PPLIES TO BOTH AEPRP AND ATAP. 
 KIMMITT

6T 
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AEEX-i.3 

Initial Envirornental Examinaton
 

Project Country: Tanzania 
Project Title: Agricultural Transport Sector Grant­

(621-0166)
 
Funding: FY(s) 89 $5.2 million
 
Prepared by: EdwardlMcowan, REDSO/ESA/REO
 

Threshold Decision Recommended: X Negative Determination
 

The negative determination isrecommended for the increased FY
 
funding not previously assessed. The need for an Environmental
 
Assessment, identified as part of the 1988 Agreement, has been
 
eliminated by the expansion of the list of eligible commodities 
beyond road maintenance and rehabilitation equipment.
 

Rural Roads (road maintenance equipment): Your approval is 
required for a Negative Declaration. Although it was determined
 
that the results from the road maintenance equipment in the
 
maintenance and rehabilitation of the roads could have a significant
 
effect on the environment resulting in a Positive Determination, a
 
Negative Declaration is now recommended for approval pursuant to
 
Environmental Procedures, 22 CFR, Part 216, section
 
216.3(a)(3)(iii), in lieu of an Environmental Assessment.
 

With respect to expenditures of local currencies for road
 
maintenance and rehabilitation, A.I.D. has developed design criteria
 
for rural roads, which, if applied in concert with the attached
 
mitigation measures during the implementation process of maintenance
 
and rehabilitation, will avoid a significant effect on the
 
environment. 

Frederick J. Guymont 9Le 
A/Director USAID/Tanzana: Approval Date 

Disapproved ........ 

C/Brown/RLA/RESD DAr
 



-,2-

Mitigation Measures: 

Prior to the Second Tranch: 

1) . A condition precedent be included related to the letting of 
road maintenance and rehabilitation conf racts to contain
 
requirements that such contracts must bv based on the existence of
 
sound technical and environmental design standards and 
specification, and that
 

2). a covenant is included whereby Ministry of Communication and
 
Works (MCW) agrees to undertake a training program to assure that 
environmental considerations are taken into account during the
 
development of design standards and specifications for as well as
 
the monitoring of road maintenance and rehabilitation.
 



ANNEX' 4
 

Scope of Work
 
Tanzania Rural Roads Baseline Survey
 

This scope of work establishes (I) the main objective 
of the rural roads
 

terms of reference for the contractor engaged to do
 
baseline survey; (ii)the 


contractor
 

relationships and responsibilities; (V) professional qualifications required
 

for those who will do the survey; and (VI) an indicative budget. Each of
 

these topics is discussed in turn below.
 

the survey; (I) contractor reporting requirements; (IV) 


i. Objective 

TO obtain a written report that provides baseline socio-economic
 

(Shinyanga, Kilimanjaro, Mbeya and Ruvuma) where
information in four areas 


USAID-supported road rehabilitation and road maintenance 
will soon begin.
 

information will
When updated by a monitoring program financed by ATAP, this 


provide a basis for assessing the socio-economic impact of A.I.D.'S rural 
road
 

improvement program.
 

II. Terms of Reference
 

five sections to the terms of reference. Section A (survey
There are 

Questions) outlines the information to be collected for the baseline study.
 

Section B (Research Methods) outlines the research approaches to be used in
 

Section C (Schedule of Activities) provides ancollecting the information. 

Section D (Personnel) suggests the types


indicative timeframe for the survey. 

and numbers of personnel required to do the survey.
 

A. survey Questions
 

the following sets
 The contractor's survey report will provide answers to 


of questions having to do with (1) the characteristics of the road and
 

surrounding area; (2) transportation and marketing; (3) agriculture; (4)
 
Each set of questions is
 commerce and industry; and (5) quality of life. 


in answering these questions, the contractor will
discussed briefly below. 

disaggregate the survey data along important socioeconomic dimensions,
 

including gender, socioeconomic category, ethnic identity, urban/rural
 

location, and other dimensions that may emerge as significant as the survey
 

progresses.
 

the Road and surrounding Area
1. characteristics of 


What is the length, type, and condition of the road? This
a. 

should be done on a kilometer-by-kilometer basis, and keyed to a good map for
 

later comparison after improvements have been made.
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b. What kinds of country does the road pass through--swamps,
 
hills, plains, deserts, forests, cropland, grazing land, business districts?
 
This also should be done on a kilometer-by-kilometer basis, and keyed to a
 
good map for later comparison after improvements have been made. Special
 
attention should be given to current and potential future environmental
 
considerations, e.g., are there areas subject to erosion, siltation, dust,
 
flooding, deforestation, and so forth.
 

c. What is the geographic area served by the road? Within
 
this area, what are the principal modes of livelihood (farming, herding,
 
business, government service)? Approximately how many people are engaged in
 
each?
 

d. When was the road first built, what major improvements

have been made since, and who or what organizations are currently responsible
 
for road maintenance? Is the design and method of construction generall'
 
suitable for local conditions and patterns of use?
 

e. What has been the involvement of local organizations and
 
local people in selecting the road alignment, in building the road, and in
 
maintaining the road?
 

2. Transportation and Marketing
 

a. What types of transportation are available and what is the
 
volume of traffic for each type? What are operating costs for representative
 
vehicles?
 

b. What types of commodities are transported and what are the
 
freight charges? Where are the commodities from, where are they going, and
 
who are they for?
 

c. What types of passengers are travelling on the road? Who
 
are they, where are they coining from, where are they going, and why are they
 
travelling? What fares do people pay?
 

d. How long does it take to get to various points served by
 
the road?
 

e. HoW competitive is the transportation system? is the
 
system monopolized by a small group of transport owners/operators, or do many
 
different people and firms provide transportation services?
 

f. How many and what size of markets and trading centers are
 
located along the road?
 



3. Agriculture 

a. What is the level of agricultural production--that is, 
what kinds of crops and livestock are produced, what area-is ,under production, 
what kinds and amounts of crops, livestock, and other agricultural products 
are marketed? 

b. What is the profitability of agriculture and
 
livestock--that is, what are estimated production costs for the principal
 
crops and animal products, what are the prices received by producers, what are
 
the prices paid by local consumers, what are the marketing margins for local
 
traders?
 

c. What types of agricultural inputs are used (seeds,
 
fertilizers, farm equipment, veterinary medicines, acaricides)? In what
 
quantities? What is the level of access to agricultural and veterinary'advice
 
and-credit?
 

d. What are land values? What are land ownership and
 
utilization patterns? What is the availability of uncleared or unutilized
 
land? What is the availability of pasture and grazing land?
 

4. Commerce and Industry
 

a. How many and what kinds of transportation-dependent
 
businesses are there--petrol stations, vehicle repair shops, warehouses,
 
restaurants, hotels? What is the volume of trade?
 

b. How many and what kinds of businesses dependent on
 
agriculture and animal products are there--grain mills, agro-processing
 
industries, farm supply businesses, butchers, hide-tanning, leather
 
industries? What is the volume of trade?
 

c. How many and what kinds of general retail bUisinesses are
 
there? What is the volume of trade?
 

d. How many and what kinds of financial institutions are
 
there? What types of banking services are available, and what is the volume
 
of activity?
 

e. How many post offices, police statiions, courts, and other
 

official administrative offices are there? What is the volume of activity?
 

5. Quality of Life
 

a. What is the level of access to educational services?
 



b. What is the level of access to health/nutrition services
 

(including public facilities, private facilities if any, and patent medicines
 

available in shops)?
 

c. What are housing conditions for villagers and'for
 

townspeople (types, sizes, and methods of construction)?
 

d. flow many and what types of domestic water supplies are
 

available?
 

e. What are levels of migration into and.:out of the area?
 

Why are people moving in or out? What kinds of people are moving in or. out
 

(business people, farmers, herders, laborers)?
 

B. Research Methods
 

Several complementary methods must be used to collect the information
 

necessary to answer the questions that have been outlined above. These
 

methods include review of written materials and written records, interviews
 

with key informants, traffic surveys, vehicle operating cost surveys, business
 

surveys, community surveys, and household surveys. Each of these methods is
 

discussed briefly below.
 

1. Review of Writtlen Materials and Official Records
 

The contractor will review pre-feasibility studies and other written
 

materials relating to the road and surrounding area that may be available from
 

A.I.D., the Ministry of Transportation and Communications, other donor
 

agencies, and the University of Dar es Salaam. official records that may be
 

useful include police records, court records, business licenses, tax and
 

tariff revenues, censuses, district development plans, and so forth. A good
 

deal of general information about agricultural production, marketing, and
 

access to social services may be found in such sources.
 

2. Interviews with Key Informants
 

The contractor will speak with selected individuals knowledgeable about
 

the road and surrounding areas. This may include A.I.D. and contract staff,
 

local government officials (administrators, agricultural officers, health
 

officers), local ccmmunity leaders, local businesspeople, prominent farmers,
 

large herd-owners, and others who might know useful thing about the role of
 

the road in economic and social life. These interviews will be designed to
 

gather contextual information about the road and surrounding ai as, and to
 

identify potential questions for further detailed investigation by survey
 

techniques. Special care should be taken to interview a diversity of people,
 

that is, women as well as men, older people as well as younger, and informal
 
traders as well as established business operators.
 

40 
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3. 	 Traffic Survey
 

At one location along the road (well away from built-up 'areas) the
 
The survey will be one week in duration
contractor will do a traffic survey. 


and will cover the hours from 5am to 11pm. The survey will collect
 
information on:
 

a. 	 Types and numbers of vehicles (including draft animals).
 
b. 	 origin, destination, and ownership of vehicles.
 
c. 	 Type, amount, value, and freight charges for cargo.
 
d. 	 Passengers: number, gender, age, income, origin,
 

destination, fares.
 
e. 	 pedestrians: number, gender, age, income, origin,
 

destination.
 
f. 	 Livestock: type, number, origin, destination.
 

For this element of the survey, "income" should be measured very roughly,
 
i.e., high, medium, low. The traffic survey can be done on a 100% basis if
 
the volume is very low, or a sample basis (e.g., every tenth or every
 
one-hundredth vehicle) if the volume of traffic is high. The survey form
 
should be designed so that all necessary information can be recorded on one
 
page per vehicle.
 

4. 	 Vehicle Operating Cost Survey
 

For each type of vehicle on the road (heavy truck, medium truck, light
 
truck, passenger car, motorcycle, cart) the contractor will estimate average
 

operating costs per kilometer, taking into account purchase price (including
 

interest), depreciation, driver/helper wages, maintenance, spare parts, fuel,
 

oil, tires, tariffs, licenses, fees, and number of kilometers travelled per
 
year. This information should be collected through direct interviews with
 
vehicle owner/operators and corroborated with interviews from workers,
 
garages, and so forth.
 

5. 	 Business Survey
 

At one location along the road the contractor will conduct a business
 
survey to estimate numbers and types of businesses, volume of trade, the range
 
of consumer goods available in shops, and the overall business "climate".
 
This will entail enumeration of businesses and goods as well as interviews
 
with business operators. in small trading centers this can be done on a 100%
 
basis; in larger places the survey can be done on a sample basis using local
 
adiministrativc rccords as a sampling frame. This approach will work well for
 
formal business enterprises, but a special effort must be made to include
 
informal businesses not represented in local administration records. A total
 
of 30-40 :usinesses should be surveyed. AS a rough guide to length and
 
detail, the survey form should not exceed six pages in length. This should
 
include a minimal set of questions about the business owner: age, education,
 
gender, and other significant socioeconomic data.
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6. Community Service Survey
 

At the same location selected for the business survey the contrrctor will
 
conduct a service survey to count numbers and types of banks, courts, police
 
stations, government offices, schools, health centers, and other facilities
 
available to serve people in the area. To some degree this information can be
 
gathered from official records at district level, but these written materials
 
must be augmented with on-the-ground observation to estimate actual levels of
 
service availability.
 

7. Household Survey
 

At two locations along the road (one town and one rural village) the
 
contractor will conduct sample household surveys (30-40 households in each
 
place). The household surveys will collect information on household
 
demographics (size, structure, education, gender of household head, etc.),.use
 
of transportation and marketing facilities, agricultural production practices,
 
participation in commerce and industry, sources and levels of household income
 
(agriculture, casual labor, wage employment, remittances from absentee
 
migrants), and patterns of expenditure and consumption. The household survey
 
will also collect information on perceived benefits--that is, with the road in
 
its current state, how do people feel with respect to personal mobility, news
 
from the outside, access to marketing channels, and the availability of
 
consumer goods? It is crucial that this survey instrument be administered
 
quickly and accurately, hence special effort should go into questionnaire
 
design. As a rough guide to length and detail, the survey form should not
 
exceed eight pages in length. If village level administrative records are
 
current they will serve as a sampling frame; if not, the WHO "random walk"
 
sampling procedure may be used. The REDSO/ESA social science advisor will be
 
a'ailable to consult on sample selection and questionnaire design. There is a
 
strong presumption in favor of designing the questionnaire in three modules: a
 
general module to be administered to the household as a whole, a module to
 
cover areas of socioeconomic life where women are preeminently involved and
 
knowledgeable, and a module to cover areas of life where men are preeminently
 
involved and knowledgeable.
 



SC(1) COUNTRY CHECKLIST 	 ANNEX 5
 

Listed below are statutory criteria applicable
 
to: (A) FAA funds generally: (B)(1) Development

Assistance funds only; or (B)(2) the Economic
 
Support Fund only.
 

A. 	GENERAL CRITERIA FOR COUNTRY
 
ELIGIBILITY
 

1. 	FY 1989 Appropriations Act Sec. 578(b).

Has the President certified to the
 
Congress that the government of the
 
recipient country is failing to take
 
adequate measures to prevent narcotic 
 N0

drugs or other controlled substances
 
which are cultivated, produced or
 
processed illicitly, in whole or in part,

in such country or transported through

such country, from being sold illegally

within the jurisdiction of such country
 
to United States Government personnel or
 
their dependents or from entering the
 
United States unlawfully?
 

2. 	FAA Sec. 481(h): FY 1989 Appropriations

Act Sec. 578; 1988 DruQ Act Secs. N/A

4405-07. (These provisions apply to
 
assistarnce of any kind provided by grant,

sale, loan, lease, credit, guaranty, or
 
insurance, except assistance from the
 
Child Survival Fund or relating to
 
international narcotics control, disaster
 
and refugee relief, narcotics education
 
dnd awareness, or the provision of food
 
or medicine.) If the recipient is a
 
"major illicit drug producing country"

(defined as a country producing during a
 
fiscal year at least five metric tons of
 
opium or 500 metric tons of coca or
 
marijuana) or a "major drug-transit

country" (defined as a country that is 
a
 
significant direct source of illicit 
*
 
drugs significantly affecting the United
 
States, through which such drugs are
 
transported, or through which significant
 
sums of drug-related profits are
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laundered with the knowledge or
 
complicity of the government): (a) Does
 
the country have in place a bi:,teral
 
narcotics a%:eement wtr, the United
 
States, or a multilateral narcotics
 
agreement? and (b) Has the President in
 
the March 1 International Narcotics
 
Control Strategy Report (INSCR)

determined and certified to the Congress
 
(without Congressional enactment. within
 
45 days of continuous session, of a
 
resolution disapproving such a
 
certification), or has the President
 
determined and certified to the Congress
 
on any other date (with enactment by
 
Congress of a resolution approving such
 
certification), that (1j during the
 
previous year the country has cooperated

fully with the United States or taken
 
adequate steps on its own to satisfy 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 States,
 
to prevent and punish drug profit

laundering in the country, and to prevent

and punish bribery and other forms of
 
public corruption which facilitate
 
production or shipment of illicit drugs
 
or discourage prosecution of such acts.
 
or that (2) the vital national interests
 
of the United States require the
 
provision of such assistance?
 

3. 	 19e6 Druc Act Sec. 2013; 1988 Druc Act
 
Sec. 4404. (This section applies to the
 
same categories of assistance subject to
 
the restrictions in FAA Sec. 481(h).

above.) If recipient country is a "major

illicit drug producing ccuntry" or "major
 
drug-transit country" (as defined for the
 
purpose of FAA Sec 481(h)). has the
 
President submitted a report to Congress
 
listing such country as one (a) which, as
 
a matter of government policy, encourages
 
or facilitates the production or
 
distribution of illicit drugs; (b) in
 
which any senior official of the
 



government engages in. encourages, or 
facilitates the production or 
distribution of illegal drugs; (c) in 
which any member of a U.S. Government 
agency has suffered or been threatened 
with violence inflicted by or with the 
complicity of any government officer; or 
(d) which fails to provide reasonable 
cooperation to lawful activities of U.S. 
drug enforcement agents, unless the 
President has provided the required 
certification to Congress pertaining to 
U.S. national interests and the drug 
control and criminal prosecution efforts 
of that country? 

4. FAA Sec. 620(c). If cssistance is to a 
government, is the government indebted to NO 
any U.S. citizen for goods or services 
furnished or ordered where (a) such 
citizen has exhausted available legal 
remedies. (b) the debt is not denied or 
contested by such government, or (c) the 
indebtedness arises under an 
unconditional guaranty of paymen: given 
by such government or controlled entity? 

5. FAA Sec. 620(e)(1). If assistance is to 
a government, has it (including any NO 
government agencies or subdivisions) 
taken any action which has the effect of 
nationailizing, expropriating, or 
otherwise seizing ownership or control of 
property of U.S. citizens or entities 
beneficially owned by them without taking 
steps to discharge its obligations toward 
such citi:'ens or entities? 

6. FAA Secs. 620(a), 620(f), 620D: FY 1989 
Appropriations Act Secs. 512, 550, 592. 
Is recipient country a Communist NO 
country? If so. has the President 
determined that assistance to the country
is vital to the security of the United 
:tates. that the recipient country is not 
o:ontrolled by the international Communist 
conspiracy, and that such assistance will 
further promote the independence of the 
recipient country from international 
communism? Will assistance be provided 
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either directly or indirectly to Angola.
 
Cambodia. Cuba. Iraq. Libya. Vietnam.
 
South Yemen. Iran or Syria? Will
 
assistance ta provided to Afghanistan
 
without a certification, or will
 
assistance be provided inside Afghanistan
 
through the Soviet-controlled government
 
of Afghanistan?
 

7. 	FAA Sec. 620(i). Has the country

permitted, or failed to take adequate NO
 
measures to prevent, damage or
 
destruction by mob action of U.S.
 
property?
 

8. 	FAA Sec. 620(1). Has the country failed
 
to enter into an investment guaranty NO
 
agreement with OPIC?
 

9. 	FAA Sec. 620(o): Fishermen's Protective
 
Act of 1967 (as amended) Sec. 5. (a) Has NO
 
the country seized, or i*.posed any

penalty or sanction against, any U.S.
 
fishing vessel because of fishing

activities in international waters?
 
(b) If so. has any deduction required by

the Fishermen's Protective Act been made?
 

10. 	FA Sec. 620(q): FY 1989 Appropriations Yes, but these
 
Act Sec. 518. (a) Has the government of restrictions have
 
the recipient country been in default for been lifted.
 
more than six months on interest or
 
principal of any loan to the country
 
under the FAA? (b) Has the country been
 
in default for more than one year on
 
interest or principal on any U.S. loan
 
under a program for which the FY 1989
 
Appropriations Act appropriates funds?
 

11. 	FAA Sec. 620(s). If contemplated

assistance is development loan or to come N/A
 
from Economic 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
 
equipment? (Reference may be made to the
 
annual "Taking Into Consideration" memo:
 
"Yes, taken into account by the
 
Administrator at time of approval of
 



Agency OYB." This approval by the
 
Administrator of the Operational Year
 
Budget can be the basis for an
 
affirmativia answer during the fiscal year
 
unless significant changes in
 
circumstances occur.)
 

12. 	FAA Sec. 620(t). Has the country severed
 
diplomatic relations with the United 

States? If so. have relations been
 
resumed and have new bilateral assistance
 
agreements been negotiated and entered
 
into since such resumption?
 

13. 	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.)
 

14. 	FAA Sec. 620A. Has the President
 
determined that the recipient country
 
grants sanctuary from prosecution to any 

individual or group which has committed
 
an act of international terrorism or
 
otherwise supports international
 
terrorism?
 

15. 	FY 1989 Appropriations Act Sec. 568. Hal
 
the 	country been placed on the list
 
provided for in Section 6(j) of the 

Export Administration Act of 1979
 
(currently Libya. Iran. South Yemen,
 
Syria. Cuba. or North Korea)?
 

16. 	ISDCA of 1985 Sec. 552(b). Has the
 
Secretary of State determined that the
 
country is a high terrorist threat
 
country after the Secretary of 

Transportation has determined, pursuant
 
to section 1115(e)(2) of the Federal
 
Aviation Act of 1958. that an airport in
 
the country does not maintain and
 
administer effective security measures?
 

NO
 

Tanzania is $71,0
 
in arrears on its
 
U.N. obligations.
 
This was taken
 
into tonsideratio
 
by the Administra
 
in approving the
 
FY 1989 OYB.
 

NO
 

NO
 

NO
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17. 	Fj Sc.j 666(b) Does the country

object, on the basis of race, religion.

national origin or sex, to the presence 

of any officer or employee of the U.S.
 
who is present in such country to carry
 
out economic development programs under
 
the FAA?
 

18. 	FAA Secs. 669, 670. Has the country,

after Aigust 3, 1977. delivered to any

other country or received nuclear 

enrichment or reprocessing equipment.
 
materials, or technology, without
 
specified arrangements or safeguards, and
 
without special certification by the
 
President? Has it transferred a nuclear
 
explosive device to a non-nuclear weapon
 
state, or if such a state, either
 
received or detonated a nuclear explosive

device? (FAA Sec. 620E permits a special

waiver of Sec. 669 for Pakistan.)
 

19. 	FAA Sec. 670. If the country is a
 
non-nuclear weapon state, has it. on or 

after August 8. 1985. exported (or

attempted to export) illegally from the
 
United States any material, equipment, or
 
technology which would contribute
 
significantly to the ability of a country

to manufacture a nuclear explosive device?
 

20. 	ISDCA of 1981 Sec. 720. Was the country

represented at the Meeting of Ministers 
of Foreign Affairs and Heads of 

Delegations of the Non-Aligned Countries 

to the 36th General Assembly of the U.N. 

on Sept. 25 and 28, 1981. and did it fail 

to disassociate itself from the 

communique issued? If so. has the
 
President taken it into account?
 
(Reference may be made to the "Taking

into Consideration" memo.)
 

21. 	FY 1989 Appropriations Act $eq._ 7. Has
 
the recipient country been determined by

the President to have engagr In a
 
consistent pattern of oppo~it on r.o tho
 
foreign policy of the United States?
 

NO
 

NO
 

NO
 

Tanzania failed to 
disassociate itse] 
and this was taker 
into consideratior 
the Administrator 
approving the FY 
OYB. 

NO
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22. 	FY 1989 Approiriations Act Sec. 513. Has
 
the duly elected Head of Government of
 
the country been deposed by military coup
 
or decree? If assistance has been
 
terminated, has the President notified
 
Congress that a democratically elected
 
government has taken office prior to the
 
resumption of assistance?
 

23. 	FY 1989 Anpropriations Act Sec. 540.
 
Does t,,e recipient country fully
 
cooperate with the international refugee
 
assistance organizations, the United
 
States, and other governments in YES
 
facilitating lasting solutions to refugee
 
situations. including resettlement
 
without respect to race, sex, religion.
 
or national origin?
 



B. FUNDING SOURCE CRITERIA FOR COUNTRY
 
ELIG1BILITY
 

I. Development Assistance Country Criteria
 

FAA Sec. 116. Has the Department of
 
State determined that this government has
 
engaged in a consistent pattern of gross
 
violations of internationally recognized
 
human rights? If so, can it be
 
demonstrated that contemplated assistance
 
will directly benefit the needy?
 

FY 1989 Appropriations Act Sec. 536.
 
Has the President certified that use of
 
DA funds by this country would violate 

any of the prohibitions against use of
 
funds to pay for the performance of
 
abortions as a method of family planning.
 
to motivate or coerce any person to
 
practice abortions, to pay for the
 
performance of involuntary sterilization
 
as a method of family planning, to coerce
 
or provide any financial incontive to any
 
person to undergo sterilizations, to pay

for any biomedical research which
 
relates, in whole or in part, to methods
 
of. or the performance of. abortions or
 
involuntary sterilization as a means of
 
family planning?
 

2. Economic Support Fund Country Criteria
 

FAA Sec. 502B. Has it been determined
 
that the country has engaged in a
 
consistent pattern of gross violations of 

internationally recognized human rights?

It so. has the President found that the
 
country made such significant improvement
 
in its human rights record that
 
furnishing such assistance is in the U.S.
 
national interest?
 

FY 1989 Appropriations Act Sec. 578(d).

Has this country met its drug eradication
 
targets or otherwise taken significant 

steps to halt illicit drug production or
 
trafficking?
 

NO
 

N0
 

N/A
 



3(A)2 - NORPROJECT-MB-SSISTANCg CIKEST 

The criteria listed in Part A are applicable
 
generally to FAA funds, and should be used
 
irrespective of the program's funding source
 
In Part B a distinction is made between the
 
criteria applicable to Economic Support Fund
 
assistance and the criteria applicable to
 
Development Assistance. Selection of the
 
criteria will depend on the funding source for
 
the program.
 

CROSS REFERENCES: IS COUNTRY CHECKLIST UP TO
 
.DATE? HAS STANDARD ITEM YES
 
CHECKLIST BEEN REVIEWED?
 

A GENERAL CRITERIA FOR NONPnOJECT ASSiSTANCE
 

1. 	FY 1989 Appropriations Act Sec. 523; Program was inclu
 
FAA Sec. 634A. Describe how in the FY 1989
 
authorization and appropriations Congressional
 
ccmmittees of Senate and House have Presentation.
 
been or will be notified concerning
 
the 	project.
 

2. 	FAA Sec. 611(a)(2). If further
 
legislative action is required within None required.
 
recipient country, what is basis for
 
reasonable expectation that such action
 
will be completed in time to permit
 
orderly accomplishment of purpose of the
 
assistance?
 

3. 	 Fk! Sec. 209. Is assistance zcre
 
eficie~ntly and effectively proeided
 
through regional or multilateral NO
 
crganizations? If so. why is assistance
 
not so provided? Information and
 
conclusions on whether assistance will
 
encourage developing countries to
 
cooperate in regional development
 
programs.
 



4. 	 ZAA Sec. 601(a). Information and 

conclusions on Vhether assistance 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 cooperatives, credit unions, 
and savings and loan associations; 
(d) 	discourage monopolistic practices;
 
(e) improve technical efficiency cf
 
industry, agriculture, and commerce; and
 
(f) strengthen free labor unions.
 

5. 	FAA Sec. 601(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
 
prcgrams (including use of private trade
 
channels and the services of U.S. private
 
enterprise).
 

6. 	FAA Secs. 612(b), 636(h); FY 1989 
A;;opriations Act Secs. 507, 509. 
Describe steps taken to assure that, to 
the maximum extent possible, foreign 
currencies owned by the U.S. are utilized 
in lieu of dollars to meet the cost of 
contractual and other services. 

7. 	FAA Sec. 612(d). Does the U.S. own 
excess foreign currency of the country
and, if so, what arrangements have been 
made for its release? 

8. 	Fr.'. Sec. 601(e). Will the assistance 
utilize competitive selection procedures 
for the awarding of contracts, except 

where applicable procurement rules allow
 
otherwise?
 

9. 	FAA Sec. 121(d). If assistance is being
 
furnished under the Sahel Development
 
Program, has a determination been made
 
that the host government has an adequate 

system for accounting for and controlling
 
receipt and expenditure of A.I.D. funds?
 

10. 	FY 1989 Appropriations Act. Will
 
assistance be designed so that the
 
percentage of women participants will be 

demonstrably increased?
 

The program will fostei
 
increased exports, priA
 
sector road rehabilitat 
contracts, and private 
sector agricultural 
production.
 

U.S. firms will providt
 
goods under the Commod:
 
Import Program.
 

N/A
 

NO
 

YES
 

N/A
 

NO
 



B. FUNDING CRITERIA FOR NONPROJECT ASSISTANCE
 

1. 	NonproJect 'riteria for Economic Support
 
Fund
 

a. FAA Sec. 531(a). Will this
 
assistance promote economic and political
 
stability? To the maximum extent
 
feasible, is this assistance consistent N/A
 
with the policy directions. purposes, and
 
programs of Part I of the FAA?
 

b. FAA Sec. 531(e). Will assistance
 
under this chapter be used for military N/A
 
or paramilitary activities?
 

c. FAA Sec. 531(d). Will ESF funds made
 
available for commodity import programs
 
or other program assistance be used to
 
generate local currencies? If so, will N/A
 
at least 50 percent of such local
 
currencies be available to support
 
activities consistent with the objectives
 
Cf FAA sections 103 through 106?
 

d. F. Se:. 609. If commodities are to
 
be granted so that sale proceeds will
 
accrue to the recipient country, have N/A
 
Special Account (counterpart)
 
arrangements been made?
 

e. FY 1969 Appropriations Act. If 
assistance is in the form of a cash 
t:a.er: (a) are all such cash N/A 
payments to be maintained by the country 
4n a se;arate account and not to be 
ccmingled with any other funds? (b) 
will all local currences that may be 
generated with funds provided as a cash 
transfer to such a country also be 
deposited in a special account to be used 
in accordance with FAA Section 609 (which 
requires such local currencies to be made 
available to the U.S. governnent 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)? (C) Has 
Congress received prior notification 
providing in detail how the funds will be 
used, inr'siding 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? 

2. Nonproiect Criteria for Development
 
Assistance
 

a. FAA Secs. 102(a). 111, 113, 281(a).
Extent to which activity will (a)
effectively involve the poor in 
development, by expanding access to 
economy at local level, increasing 
labor-intensive production and the us of 
appropriate technology, spreading
investment out from cities to small i fns 
and rural areas, and insuring wide 
participation of the poor in the benE ts 
of development on a sustained basis,

using the appropriate U.S. institutic ;
 
(b) help develop cooperatives, especially
 
by technical assistance, to assist rural
 
and urban poor to help themselves toward
 
better life, and otherwise 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 and the improvement of women's
 
status; and (e) utilize and encourage
 
regional cooperation by developing

coun ries?
 

Rural farmer's will
 
be able to market =n
 
crops and procure Tr
 

inputs as condition
 
roads improve.
 
Productivity export
 
and incomes will
 



b. FAA Secl. 13,. 103A,. 104, 105. 106. 
120-21. Is assistance being made 
available (include only applicable 
paragraph which corresponds to source of 
funds used; if more than one fund source 
is used for assistance, include relevant 
paragraph for each fund source): 

(1) [1033 for agriculture, rural 

development or nutrition; if so 

(a) extent to which activity is 

specifically designed to increase 

productivity and income of rural poor; 

[103A] if for agricultural research, 

account shall be taken of the needs of
 
small farmers, and extensive use of
 
field testing to adapt basic research
 
to local conditions shall be made; (b)
 
extent to which assistance is used in
 
coordination with efforts carried out
 
under Sec. 104 to help improve
 
nutrition of the people of developing
 
countries through encouragement of
 
increased production of crops with
 
greater nutritional value; improvement
 
of planning, research, and education
 
with respect to nutrition, particularly
 
with reference to improvement and
 
expanded use of indigenously produced
 
foodstuffs; and the undertaking of
 
pilot or demonstration programs
 
explicitly addressing the problem of
 
malnutrition of poor and vulnerable
 
peo;le; and (c) 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.
 

Yes. Goal is to 
increase rural incc 
by allowing rural 
folks to grow more 
sell more as a res
 
of having good roa
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(2) 11043 for population planning

under Sec. 104(b) or health under Sec.
 
104(c); if so, 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 outrearch.
 

(3) [105] for education, public
 
administration, or human resources
 
development; if so, (a) extent to which
 
activity strengthens nonformal 

education, makes formal 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.
 

(4) [106] for energy, private

voluntary organizations, and selected
 
levelopment problems; if so, extent 

3ctivity is:
 

(i)(a) concerned with data collection
 
and analysis, the training of skilled
 
personnel, research on and
 
development of suitable energy
 
sources, and pilot projects to test
 
new methods of energy production; and
 
(b) facilitative of research on and
 
development and use of small-scale,
 
decentralized, renewable energy
 
sources for rural areas, emphasizing
 
development of energy resources which
 
are environmentally acceptable and
 
require minimum capital investment;
 

N/A
 

N/A
 

N/A
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(it) concerned with technical
 
cooperation and development,
 
especially with U.S. private and
 
voluntary, or regional and
 
international development,
 
organizations;
 

(iii) research into. and evaluation
 
of. economic development processes
 
and techniques;
 

(iv) reconstruction after natural or
 
manmade disaster and programs of
 
disaster prelaredness;
 

(v) for special development
 
problems, and to enable proper
 
utilization of infrastructure and
 
related projects funded with earlier
 
U.S. assistance;
 

(vi) for urban development.
 
especially smal), labor-intensive
 
enterprises, marketing systems for
 
small producers, and financial or
 
other institutions to help urban poor
 
participate in economic and social
 
development.
 

(5) (120-21] for the Sahelian region;
 
if so, (a) extent to which there is
 

N/A
international coordination in planning 

and .,plementation; participation and
 
support by African countries and
 
organizations in determining
 
development priorities; and a
 
lcng-term, multidonor development plan
 
which calls f'r equitable
 
burden-sharing with other donors; (b)
 
has a determination been made that the
 
host government has an adequate system
 
for accounting for and controlling
 
receipt and expenditure of projects
 
funds (dollars or local currency
 
generated therefrom)?
 



c. FY 1989 ApproDriations Act. Hive 
local currencies generated by the sale of 
imports or foreign exchange by the 
government of a country in Sub-Saharan
 
Africa from funds appropriated unwar
 
Sub-Saharan Africa, DA been deposited in 


a special account established by that
 
government, and are these local
 
currencies available only for use, in
 
accordance with an agreement with the
 
United States, for development activities
 
which are consistent with the policy
 
directions of Section 102 of the FAA and
 
for necessary administrative requirements
 
of the U. S. Government?
 

d. FA Sec. 107. Is special emphasis
 
placed on use of appropriate techxiology
 
(defined as relatively smaller.
 
cost-saving, labor-using technologies 

that are generally most appropriate for
 
the small farms. small businesses, and
 
small incomes of the poor)?
 

e. FAA Sec. 281(b). Describe extent 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 training in
 
skills required for effective
 
participation in governmental and
 
political processes essential to
 
self-government.
 

f. FAA Sec. 101(a). Does the activity
 
give reasonable promise of contributing
 
to the development of economic resources, 

or to the increase of productive
 
capacities and self-sustaining economic
 
growth?
 

YE
 

YES
 

The people need
 
roads. This
 
program will meei
 
this need.
 

YES
 



ANNEX 6
 

'hedule B Nmltrs vnd cormkxxi ties eligible for Finning (vider tMe 

Agricul ta.zl ThwisA~rt Assistane FPxigram: 

2710.00.3010 - 2710.00.3700 

2710.00.4520 

3811.11.1000 - 3811.19.0000 

3811.21.0000 - 3811.29.0000 

7819. 00. 0000 

4001,10.0000 - 4005.99.0000 

4006.10.0000 - 4007.00.0000 

4011.10.0010 - 1011.99.5000 

4013.10.0010 - 4013.90.0000 

8201.10.0000 - 8206.06.0000 

8207.11. 0000 - 8207.90.5000 

8208.10.0000 - 8208.90.0000 

8209. 00.0000 

8407.21. 0000 , 8407.90.90,50 

8408#10.0010 - 8408.90.9050 

8409.,9104000 - 8409.99.8000 

8425.11.0000- 8425.49.0000 

LuLtlating oils and gwases 

Ca'bon Blac feestx'* 

Aktik2ao-ck plr-pewations 

Addit.ives for lubricatriIngoils 

Jivdinulic brake fluids a2d otJaer 
prexl-.\92d liquids .for Andrauli 

Natmal mid syntletic lubber, 
Dx~lan~d ibbaroxituided mrbw.z, 

and other tfoms. 

Oter-fozrn± and articles of 
nvulanized andvucnedibr 

New pneunmtic tires of nubber 

Inner tWbes of tubbler 

Hdtools 

Intetricugeable t(X)ls for andtxjl. 
and pArtq theretof 

Kives and cuttin blades for rnhlag0ne$ 
and purts theretxof 

Plates, stick, tips and the lilke for 
tools 

Slzrk plug zvipztv'c tiln or tt)t.v 
Inte'2hal .ynistion engines for aIne 
use, velicles Ad %'1icul t.1al
equipn~en t.. 

rnpssion.-iiition1ntenial 
m~mxistion engines for nxrine use, 

veicles and Uxicul tual equipei2t. 

Part, sul tsble for use solely (to 
princ.ai ll.;' wl th the eitqines of 
headiigs 8407 or 8408. 

Euley taclae. hoist., rdnches ad 
JaLciks 

http:princ.ai


8426.11. 0000 - 8426.99. 0000 

8427.10.0010 - 8427.90.0000 

8423.10.0000 - 3428.90.0060 

1429.11.0010 

8429.19.0010 

8429.20.0000 - 8429.30.0040 

8429. 40. 0020 - 8429.40. 0040 

8429.51.1005 - 8429.51.1060 

8429.51.5010 - 8429.51. 5050 

8429.52. i010 - 8429.52.1040 

8429.52. 1501C) 

8429.59.1030 - 9429,59.1060 

8429.59.5020 - 8429.59.5060 

8430.10.0000- 8430.69.0000 

8431.10.0010 - 8431-49.9057 

8457.10.0005 - 8457.30.0090 

.8458.11.0010 - 84.18.11.0090 

DIX2'icJk ad Crnes 

Forklift t uker 

Orter lifting, hJdling, loadingand 

Ailldozers cnd anledozers, 

tradlaing,new 

Other t lldozers and atgledozers, new 

Graders and levelers, new 

Tmizzg Ahicnes and uvid tullers, new 

Fmtnt-end shovel lcadevs, wheel type.. 
n2eW 

Other fzxnt-end shovel loAders 

Ridkhoeds, shovels. clan±ells,and 
&raglines,wi th a 360-degte .mvolviig­
Subpe"st~fotltav, new 

OtJher nfichineZ." wi tbh a 360-degive 
tevvirng quporstauwctumr, new 

Other s clrnhels ande.shovels, 

daglines, new
 

Di tcher andmriedher-,
 
self-pipelled, new
 

Other nx'ving, grading, leveling, 

Ccon~pctinjg, axtivocting cu. Lxvring
michinerv and pile drive-

PRts suitable for use solely or 
princiAlly for P~Achlinery of headings
3425 t5vlm 8430 

Machining ceters, uitit constmoton 
machines and RXwitistJation Jmahines A.tr 
working Metal 

NMmerically controlled lrizontal 
latles for zR.)vijg at.al, new 

60 
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8458.19.0020 - 8458.19.0090 Oter horizontal latbies for t'eA-)vinAr

me MI , new 

8458.91.1060 - 8458.91.1080 Nmrically contavlled vertical lates. 
for 2rxving metal, new 

8458.91.5050 - 8458.91.5070 Oter nuW lically zntevlled lathes 
for repvving metal, new 

8458.99.1050 Vertical tU-1t lathes for vM)ving 

metal, new 

8458.99.5060 - 8458.99.5090 Oter lathies for remX-vi;ng M.tal, new 

8459.10.0000 W't-tv. tit head achines 

8459.21. 0080 Oter drillingnchines, numrically 
.012taulledfor nx.tal, new 

8459.29. 0020 - 8459.29. 0090 	 Other drillingMnch.ines for"Retal, neki 

8459.31. 0010 - 8459.31. 0040 	 NMiricall.v cxntrolled horizontal 
spindle Lxvrig-milling ng ]cines for 
n,9tal, new 

8459.31. 0070 Other nIZ7leVJ91ll.V ContrXlled 
bolring-millingnvcines for 7k-wtql, new 

8459.39. (1020 - 8459.39.0050 Other boring-millingmichines for 

metal. new 

8459.40. 0020 - 8459. 40.0080 Other boring MI chines for metal, new 

8459.51. 0080 	 Milling macehines, o2ee tP., 
ntmx.r'iclly contvIlled, for metal, new 

8459.59.0020 - 8459.69.0030 	 Other milling njiiine, Inee tne., for 
metal, new 

8459.61. 0080 Other nurxericallyconturlledmilling 
hl,7=ines for me.tal, new 

8459.69,0020 - 8459.69. 0090 Otermilling michineo for metal, new 

8459. 7000.20 NmerIcqlly contaullexi thieading 02' 
tapping machines 

8459. 70. 0060 - 8459. 70. 0080 Otler thiading or tapingPvc.hines. new 



8460.11. 008C0 

8460.19.0010 - 8460.19.0050 

6460.21.0080 

8460.29.0010 - 8460.29.0050 

8460.31.00,0 

8460.39.0020 - -460.39. 0050 

8460.40.0020 - -460.40.00390 

8460.90.0020 - 8460.90. 0080 

8461.10.0040 - 8461. 10. 0060 

8461., 0. 0010 

8461.20. 0070 - 8461.20.0090 

8461.30.0040 - 8461.30 00,90 

8461.40.1050 - 8461.40.1090 

8461.40.5040 - 8461-40-.5060 

8461-50-0020 - 8461.50.0090 

8461.90.0020 - 8461.90.0080 

8462.10.0030 - 8462.10.0050 

8462.21. 0080 

846.,. . 0020 - 8462.29.00,50 

Flat surface,gzinding nichines, 
ntzmrically contjulled, f vor newmentl, 

OtJber flat-suface gminditg RAcIines 
for n.tal, new 

Otier g6inding m dchi)nes, numnrically 
controlled, for mital, new 

Oter gindingmchines for nmtal, new 

Shaz-ing AXch2ines , ntl2rically
 
conta 1lleY, new
 

OtJer sJhaznlingRMIc]ines, new
 

honing and lappling machines, ne2w
 

otber mchine tcxois for debu7ring,
 
shzpening, grinding, lning etc., 
 new 

Planingmchines for ntal, new 

Shapig or slotting nmchiInes, 
nivwrically 002tirlled, for ietal 

Other sbhapiig or slotting nmohines for 
metal, new
 

j
Biumching m.9ci 2.es, new 

Gear cuttingmchines., new
 

Gem grindingor finishingmolcines,
 

neW 

Sawing ad cutting-off macines, new 

(ther molline txls for planig, 
shmiig, slottlg, etc., for mzertal, new 

Foldlizg or die-stanpingmaclinzes and 
Ianrirs, nlew 

Banding, foldng, stiaighteni)gor 
flatteningn ohines, nurericall.' 
contuolled, new 

Othler Ix.mdin. folding st'aightening 
or flatteing ?xaJchines, new 

http:m.9ci2.es


8462.31.0080 

8462.39.020- 8462.39.0050 

846,2. 41. 0080 

8462,. 49.0020 ­

8462,91. 0060 ­

8462.99.0020 ­

8463.10.0060 ­

8463.20.0060 ­

8463.30.0060 ­

8463.90.0060 ­

8466.10.0010 ­

8467.11.1040 ­

8468.10.0000 ­

8474.10.0010 ­

8477.10.3000 ­

8483.10.1020 ­

Shec'Ing meciines, ntarnically 
contalled, new 

Other sheritgma-cl2ines, new 

huncihw or notc2hig malcines,
 
niZLrically cntarlled, new
 

Oter p uching or notchil nmclines, 

Bidraulicpresses, new 

Otheu machine tools ibr working ngtal 
buv fLin.tyjc )2inerlitw cur die-stdrnpi2g, 
new 

Dzara bei~ches for bars, vtils, 
pJXmfiles, wize and tMe like, of metal, 
new 

Thread molling ngchines, new 

MaJhines for worling wir.., new 

Otler Jc29hine ttls for wolring i-tal 
wl tihout rmavxing rmteiial, new 

Part mnd ac.-cessoi'les suitable for use 
wl th machines of headijs 8456 tlux 
8465 

Too-is for woling in the hud, 
pneiitic or self-contained 
nonelecturic nxtor, u qat 

Machinezv mnd aPpq'atvs for soldering,
b.zing or welding 

Machineazy for sorting, scitveei, 
sepat tLig, washigtT, c5ushing, etc., 
el'tJ, ston2e, oi.s, or otber minezoal 
substances mid Auts. 

Machine., for wordng zubLer or 
plastics or utufacttulngpoYluct's 
from these materials, and parts 

Tirmsmission sihafts vnd Cie andrk 

8462. 49. 0050 

8462.91. 0090 

8462.99.0060 

8463.10.0080 

8463.20.0080 

8463.30.0080 

8463.90.0080 

8466.94.0000 

8467.99.0090 

8468.90.5000 

8474.90.0090 

8477.90.0090 

8483.90.9500 
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8484.10.0000 - 8484.90.0000 Gaskets aid sindlar joints. 

8501.10.3000 - 8501.64.0050 Electr'ic ?x'torzs v2d gener'atol2s 

8502.11.0000 - 8502.40.0000 Electaric geeratingset, and Ivu.v 
CO2verte.t 

8503.00.2000 - 8503.00.6060 	 PaFts for electric m tors, gerators' 
and gj2e2rat.ing.3ets 

8507.10.0050 - 8507.10.0096 	 Leid-acid storafge btteries, of a kind 
used for stw'tibg pioton engine8 

8511.10.0000 - 8511.90.8000 	 Elect'rical i~i tion or stwrting 
equilY-'nt vid ixurtq 

8514.10.0000 - 8514.90.0000 	 Industdrial or la&'ratozy elec0-tric 
fuAnac'es vcfd ovels 

8515.11.0000 - 8515.90.4000 Electric mv soldering, brazing or 
weldin~g mchines, a2d xgarts. 

8707.20. 0020 - 6701.200.0050 Roaid tractors for semi-tr-ailers 

8704.10.1000 - 8704.90.0000 Motor vehicles for tMe tanspx't of 

8708.10. 0010 - 8708.99. 0050 	 harts nd acoessoiries for tMe mtor 
vehicles of h,:idings 8701 thwi 870. 

8716.10.0030 - 8716.90.5000 	 Trailers and seni-trailers otJer 
vehicles not nwhnically pwpalled; 
and Arts tJ eDuf 

64
 



Annex 7
 

(ECONOMIC REFORM PROGRAM11
 TANZANIA'S PERFORMANCE UNDER THE ERP 


A. 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 1960s
 These
and 1970s, Tanzania faced a series of economic shocks. 


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 drouqhts
 
1981. In June 1982, the
 

affect-ing food production in 1980 and 


GOT announced a three-year structural adjustment program (SAP
 
remedy the sii.uation by (a) restructuring
 _ 1983-85) to 


economic activity through '_tter incentive systems, (b)
 
improve capacity
rati.onali.7ing producing structures to 


utilization, and (c) improving the public sector's planning and
 
the GOT's first attempt at
The SAP was
control mechanisms. 


adjust.ment, and it was clearly a tentative move in the
 

direction of requisite change, tentative in part because of the
 

political costs implied in a dramatic shift from the economic
 
the two preceding decades. Despite


management. rationale of 


these efforts under the SAP (assistei with multilateral gyd
 

bilateral programs), the economy continued to be in Lrouble,
 

terms of external imbalances. To cite the main
primarily in 
 1980s, output and exports were
 economic problems as of the mid 


still very low, per capita consumption was down (despite
 
and real producer prices were falling as
 marginal. GDP growth), 


were real, urban incomes. The GOT's assessment by tbe end of
 

the SAP was that foreign exchange inflows were simply
 

cover the demand for external goods and
insufficient to 

services.
 

a follow-on piogram
Consequently, the GOT in mid 1986 announced alsc
 
to the SAP, called the Economic Recovery Program (ERP), 


to last for three years. The ERP was considerably
scheduled 

more ambitious than its predecessor, especially in terms of
 

The objectives
policy changes, but also in terms of goals. 


were: 

(a) to increase food and export crop output: 

(b) to rehabilitate physical infrastructure 

(particularly for the productive sectors); 

(c) to increase the use of industrial capacity where 

efficient; and 



(d) 	to restore internal and external imbalances 'through
 
prudent fiscal, monetary, exchange, andtrade
 
policies.
 

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 pr ssures, while
 
allowing some credit expansion for tne privte
 

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 wiLh
 

availab]e sources of foreign exchange, in order to determine
 
the need for extraordinary external financing, including debt
 

rescheduling.
 

Within one year of the outset of the ERP, the IMF and the IBRD
 
had collaborated with the GOT to prepare a policy framework
 

paper (PFP), setting forth GOT plans for the mid 1987 - mid
 
1989 period, in a means that could be used to gain (a) access
 
to special IMF and IBRD program resources (SAF and SAC/SAL),
 
and (b) increased bilateral donor assistance, including debt
 
restructuring.
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In June 1988, two years after the inception of the ERP, the GOT
 

issued a report discussing performance under the progr i. This
 

report also set goals for the ensuing three-year perlod,
 

implicitly extending the period of coverage of the tho
 
an OD


1990/91. At the same time, the GOT prepared (wlth U 

period. These
assistance) a second PFP covering the same 


documents provide a retrospective on the first two years 
of the
 

ERP and a perspective on plans over the coming period.
 

B. The ERP After Two-Plus Years
 

"
 In assessing performance under any adjustment program,.it
critical,
vi.tal. to recognize that although policy changes are 


their -Ifect on economic performance will in some cases occur
 

only .i.h lags. At the same time, some quantitative targets
 
assess
will react nearly instantaneously, and can be used to 


Even more important, when
 the effectiveness of policy changes. 

not result in expected performance
enacted policy changes do 


often a sign that there are otlher
IJmprovements, it is 

constraints operating in the economy that require analysis,
 

s-h.fts in the program, and 	reassessment of perFormance targets.
 

1. ERP Performance: Tarqets
 

initial ERP period (1986/87 -- 1988/89), it was
During the 

anticipated that the economy would grow by 4.6 percent perr
 

on L e order eF
 
year, permitting per capita GDP growth to be 


one percent per year. In addition, the GOT targeted a
 
30 percent
the rate of price inflation from over
reduction in 


in 1986 to 20 percent in 1987/88, and then a further reduction
 

to 10 percent in 1988/89. 	 The GOT also committed itself to
 

rate performance in real effective
regularly monitor exchange 

terms, and to continuously devalue with the result that by the
 

end of the period the price of foreign exchange would be
 
the price of capital, the GOT committed
As to
market-clearing. 


itself to attempt to bring 	about a structure of interest rates
 
the end of the three-year


that WJas positive in real terms by 


ERP period. Furthermore, the fiscal deficit would be gradually
 
to permit the growth of credit and the
 

reduced over the period, 

to be reduced to a more reasonable
growth of the money supply 


15-20 percent per year, over the period. Finally, the GOT's
 

analysis of import requirements set the minimum at $1,200
 

million in the first year of the period, with subsequent 
annual
 

5 percent.
increases of just over 


http:program,.it
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These targets were modified in mid-1987 when the GOT produced
 
Its first PFP, partly because in some areas the fst ar of
 
the ERP did not go precisely according to plan. fe GD growth
 

target remained essentially the same, but the
 
inflation-reduction target was allowed to slip by one year, so
 
that inflation would be brought down to below 10 percent by
 
1989/90. A target was established for Lhe current account
 

deficit on the balance of payments such that the deftcit would
 
be brought down from 176 percent ot merchandise exports in
 

1986/87 to 122 percent in 1989/90. In addition, the GOT
 
committed itself to carry out the steps set out in a policy
 

reform matrix, detailing policy steps, in much more specific
 
terms than in the original ERP documentation.
 

2. ERP Performance: Actual
 

Viewoed two-plus years after its inception, the ERP must be 
judged a qualified success to date. In terms of meeting he, 
bulk of the performance criteria upon which the GOT agreeo with 

the IMF and IBRD, there has generally been little slippage. 
rconomic growth has been positive in per capita terms. The 

centerpiece of the reform effort, exchange rate devaluation, 
Price controls have
has proceeded approximately on schedule. 


been gradually reduced or fixed at more market-sensitive
 
The GOT has been largely successful in r'orlucing its
levels. 


budget deficit and consequently reducing its credit
 
requirements. Agricultural output has reacted impressively to
 

the incentives provided, including internal and external trade
 
liberalization. The major problem in implementation of the ERP
 

has been the inability of the country to r.Jhere to the credit
 
ceilings agreed to with the multilai.erals, and consequently
 

a pace well in excess of the planned
Inflation has continued at 

levels. The following paragraphs provide some details.
 

Production and Growth. Gross domestic product (GDP), which 
declfned over the previous decade, grew at 3, 4, ard 4.6 
percent in 1986, 1987, and 1988, respectively, indicating a 
solid recovery trend, though a bit below the ERP targets. The
 

largest gains were achieved in agriculture. Maize output
 
expanded from 1.6 million tons in the 1982/83 crop year, to 2.4
 

million tons in 1986/87, and on to a record high of 2.8 million
 
tons i.n 1987/88. Tanzania turned from a net grain importer to
 

1982/83,
a grain-surplus economy. Cotton output doubled since 

to 465,000 bales in 1987/88. All other crops showed over
 

20-percent output growth between 1986 and 1988. Although
 
much as anticipated, there
industrial output did not grow as 


was some improvement in use of capacity over the very low 20
 
It is unlikely
percent utilization rate in the pre-ERP period. 


that the ERP targets for industry's reaching a 60-70 percent
 
capacity utilization rate during the ERP period will be
 
realized.
 



A combination of favourable policies, including increases in
 

producer prices (though not as high as targeted in the ERP),
 
policy measures to enhance flexibility in marketing sLructures,
 

and active GOT encouragement of the role of private traders and
 
cooperatives in domestic trade, plus of course the very good
 

weather, were responsible for, the great sur~e n agricul ural
 
not
production. Full output recovery, especial y n terms ot 


only domestic but also external marketing of agricultural
 
produce, continues to be constrained despite the improved
 

policy framework. The most important constraints that have
 
emerged are the seriously deteriorated transport network,
 

inadequate agricultural processing capacity unacceptably high
 
official marketing costs, and insufficient iimported) capital
 

and recurrent inputs to permit industrial growth.
 

The External Sector. The performance of the external sector
 

remains weak despite significant movement on the centerpiece of
 

the reform program, exchange rate management. The real
 

effective depreciation of the Tanzanian shilling in the
 
the order of 70 percent, and
mid-1986 -- end-1988 period was on 


this wias accompanied by a drastic reduction in the ratio
 
the official and parallel rates in the same period. In
betwAseen 


nominal terms, the shilling has fallen from Tshl7 per dollar
 
(Th 120 per dollar on the parallel market) in June 19Ub 0 

7sh120 per dollar (Tsh 240 per dollar on the parallel market) 
The major purpose of the devaluation was, of
 in November 1988. 


to bring prices of tradeable goods (imports and
 course, 

more in line with their scarcity value in Tanzania's
exports) 


economy. The expected effects of the devaluation were to (a)
 

make production for export more attractive to Tanzanian
 
(b) make
producers, thereby increasing export earnings, and 


imports more expensive to Tanzanian producers and consumers,
 

thereby forcing users of imports to economize on their use.
 

Tan7ani.a's merchandise export earnings consist of traditional
 

exports (coffee and other agricultural products) and
 

nontraditional exports (minerals and manufactured goods).
 

Total exports in 1987 were essentially the same in US dollar
 
1986. Although exports of
terms as they were in 


(which consisted of about one-quarter of total
nontraditionals 

grew by nearly 70 percent in value terms, the
 

exports in 1986) 

drop of the value of coffee exports in 1987 wiped out this
 

The bottom dropped out
improvement on the nontraditional side. 


of coffee prices, which declined by nearly 40 percent, a very
 

significant shock to Tanzania, because over one-half of its
 

1986 export earnings were from coffee exports.
 

(Parenthetically, it should be understood that because of
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Tanzania's participation in the international coffee agreement,
 
exchange devaluation will not generally result in increased
 
foreign exchange earnings from coffee exports.) 1988
 
merchandise exports were only five percent over 1987 cmparad
 
uij.th the 20-plus percent increase anticipated by the'GO, ano
 

earnings from services were significantly below projections,
 
adding to the lacklustre performance.
 

Import performance was at approximately the targeted level,
 
although GOT complaints that there is insufflcint oreign
 

exchange for required inputs to industry and transport suggest

des red.
that the composition of imports may not have been as 


There are no data available to confirm this, but the own-funds
 
amounts to about one-fourth of the import
component of imports 


bill, and may have been too greatly skewed in favor of consumer
 
goods compared with the GOT's expectations.
 

In line with the ERP, the GOT has begun to move frpm a svstem
 
o an
of strict administrative allocation of foreign excnange 


"open general. license" fOGL) system, established in fFbruary
 
1988, so that certain categories of iniports are free from
 

quant'itative trade restrictions. The OGL has been implemented
 
are to
 to date to the IMF's satisfaction and current plans 


expand the system further in 1989. By the end of 1989,
 
IMF and IBRD, the OGL


according to the GOT's agreement with the 

virtually all
w1.1 wipe out quantitative restrictions on 


categories of goods (with some minor ex.tptions).
 

At the outset of the ERP, the GOT also legalized the
 
restriction-free import of goods by individuals who had access
 

to non-official foreign exchange, in a move to assist the
 
foreign exchange
unification of the parallel and official 


market prices. In addition, as an added incentive to
 
have access to a significant
exporters, they were permitted to 


portion of their foreign exchange earnings for importing
 
These policy changes
necessary inputs to production processes. 


have had salutary effects on the balance of payments, in
 
mentioned above.
conjunction with the other policy moves 


However, in spite of these policy changes, much more needs to
 are eased.
be done before Tanzania's external imbalances 


First, Tanzania's industry must be restructured so that
 
This
production i.s efficient and consonant with world prices. 


restructuring (as noted earlier) is the focus of an upcoming
 

IBRD program in Tanzania, and is a priority of Government.
 

Second, Tanzania must improve the country's capability to
 

process agricultural output, especially for export markets.
 

Third, the marketing and distribution institutions must be
 
Fourth, and perhaps most important, the
further streamlined. 


transport sector needs upgrading. Fifth, Tanzania must come to
 

terms with its external debt burden (of which more below).
 



Public Finances. The Government's fiscal performance over the
 
past two and a half years of the ERP has been largely
 
successful.. The Government's overall budget deficit (on a
 
cheques-issued basis) was equivalent to 6.9 percent of GDP for
 
1987/88, compared with the anticipated 9.4 percent level.
 
Government bank borrowing was contained at Ts9hi7 billiontin
 

an e
1986/87, compared to Tsh5.6 billion the year before, 

1987/88 level is expected to be as low as Tsh600milliori.
 
Recurrent expenditures were kept down by: (a) a continuing
 

(the
reduction in the real value of public sector salaries 

average nominal wage increase was kept below 20 percen
 
compared with a 30-percent average inflation rate); (b) a
 
freeze on civil service employment (including the elimination
 
of 7,600 positions from central government payrolls and 20,400
 

o
positions from local government payrolls); (c) a denia 


subsidies to commercial parastatals; and (d) s ueezing the
 
public services and maintenance op infrastructure
provision of 


to an extent that may seriously affect longer term economic
 
recovery efforts.
 

On the revenue side, efforts were m&de to improve the
 
el.asticity of the tax system, reduce the disincentive effects
 

of the extremely high marginal income tax rates, and streamline
 
These reforms enabled an increase in
the tariff structure. 


revenue from local sales taxes by 58 percent over the J986/87
 
period. Other tax changes included an increase in customs duty
 

rates from 20 percent to 25 percent, and a reduction in the
 
20-75
persona) income tax brackets from 25-59 percent to 


percent. The 1988/89 budget contains further changes in a
 
positive direction.
 

A structural. flaw in this apparently stellar performanc_ is 
that not only the capital development budget, but also the
 

recurrent budget, receives donor funding. The source of this
 
funding for the recurrent budget is the local currency
 

generations of the donor-funded commodity import programs. The
 
on the public finance side in
GOT must redouble its efforts 


order to turn public savings from negative to positive so that
 

the Government can finance at least a portion of its
 

development budget.
 

'Ix
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Money and Credit. Despite good fiscal performance in 1987/88,
 

the most serious shortfall in meeting performancgtargets -n
 
1987/88 occurred in credit expansion. Total credit e panslon
 

in the economy significantly exceeded the planned level, due to
 

to more-than-anticipated crop finance requirements of over
 

Tsh4.1 billion. This sharp increase in credit requirements his
 
been attributed to the large production increases, particularly
 

cotton and maize, transportation and processing bottlenecks,
 
and delays in purchasing and payments by marketing boards.
 

This led to an unanticipated build-up of large stocks of both
 
export and domestic crops. The higher expansion in total
 

domestic credit was accompanied by an unprogrammed increase in
 
net monetary assets of about Tsh2 billion. As a result, net
 

domestic assets of the banking system increased by 24.4
 
percent, compared with the 15.8 percent envisaged in the
 

program. The corresponding increase in broad money was on the
 

order of 3S percent of the beginning-period money supply,
 

compared with a target of 10.2 percent.
 

The GOT has significantly raised interest rates during the
 

ERP. Had the rate of inflation dropped to the programmed level
 
in 1987/88, interest rates would have been positive in real
 

terms.
 

Domestic Prices. The GOT has moved rapidly on prices during
 
the ERP. The number of controlled prices oropped from over 4OO
 

in the early 1980s to 22 categories in 1987, and was further
 

reduced to 12 categories of essential consumer goods in
 

mid-1988. As to those remaining controlled goods, the GOT has
 

committed itself to adjust prices to reflect costs and
 

The few items which still remain under price
scarcities. 

control will be subject to pricing that avoids subsidies,
 

import costs
reflects market conditions, and fully covers 

encourage efficient provision of those
through user charges to 


This should have a positive effect
commodities to the economy. 

an important complementary move,
 on the public finances. In 


the Government has also removed restrictions on private 
sector
 

some of those still
 mar keti.ng of all commodities, except for 

also raised producer prices
under price controls. The GOT has 


for agricultural commodities considerably and, 
had price
 

inflation been according to target in 1987/88, real producer
 

prices IAwou.d have increased rather than dropping slightly.
 

The result of the economy's inability to hold the line on
 

credit expansion in 1987/88 (mentioned above) 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 two years.
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IRTAC - TANZANIA 
KEY MAC0ECOWHIC INDICATORS 

-------------------------------------- Actual------------------ ..................... Projected-.-...................
 
1981 1983 198 1986 1987 i8 1989 1990 1991 1993 1905 1997 

......................... .................. ........ ...... ..................... ............ .. ... ........... 

ODP Orowth rate -0.5 -2.4 2.8 3.6 3.9 4.0 4.8 
 4.5 4.5 4.8 4.5 4.5
 
ODY Oroth rate 1/ -2.2 -l.7' 2.8 4.5 2.4 4.3 4.3 4.6 4.5 4.3 45 4.5
 
CDY/Cepita growth rate -4.9 -4.7 -0.7 1.2 0.9 1.2 1.5 1.4 1.5 1.5
1.2 1.3 

Coneumption/capita growth rate -6.0 -0.9 1.3 2.1 0.2 0.3 0.3 0.4 0.5 0,. 0.8 1.0
 

Debt service (in US 6S) 2/ 77 37 60 89 81 397 374 371 80 668 698 588
 
Debt eervice/XCS 2/ 10.3 11.8 18.5 18.0 18.7 76.8 84.7 55.2 49.4 67.9 1.2 87.3
 
Debt service/OP 2/ 1.3 0.9 0.9 1.4 2.4 14.3 13.0 12.2 11.5 17.2 15.5 11.2
 

Croa invoatment/coP 20.8 13.7 18.7 15.9 15.8 18.8 15.8 15.7 15.9 16.2 16.2 16.3
 
Doometic saving/CoP 3/ 12.1 7.4 5.8 2.5 -4.4 -1:.7 -15.1 -13.4 -10.1 -5.9 -2.9 0.1
 
National oavinga/QOP 3/ 12.1 7.2 8.9 8.2 -1.3 -12.6 -13.2 -10.6 -8.5 -4.9 -2.2 0.7
 
Public investment/cP 10.1 6.5 4.9 6 7.0 6.9 6.6 6.7 6.7 6.8 6.8 1.6
 
Private inveatment/OP 10.5 7.2 10.8 I 8 8.9 9.0 9.4 9.8
8.8 9.0 9.2 9.4 

Ratio of pub/pvt investeent 96.8 90.2 45.0 69.5 76.3 76.3 75.7 78.2
76.7 74.8 74.5 74.5
 

Covt.renues/COP 
 16.5 19.8 16.8 16.1 16.2 19.8 22.0 22.8 23.2 23.3 23.4 23.5
 
Covt.evponditure/CDP 32.7 20.2 25.4 
 23.0 24.3 26.5 31.9 31.8 31.1 30.3 29.4 20.9
 
Deficit(-) or aurplua(4)/COP -14.2 -6.4 -6.6 07.9 -8.0 -8.7 -9.M -9.0 -7.9 -7.0 -8.0 -. 4
 

Exports groeth rate 4/ 19.7 -12.0 13.5 .8 16.7 8.9 11.5 10.5 7.6
6.2 6.0 7.0
 
Eaporto/OP 3/ 
 12,6 7.7 .8.7 8.8 12.8 10.4 20.0 21.5 22.7 24.7 26.8. 29.3
 
Import growth rate 4/ -2.1 V.5 16.7 6.1 0.7 0.9 1.6 2.1 2.5 2.9 3.6 4.0
 
Importo/COP 3/ 21.2 14.0 11.6 23.3 35.8 48.0 49.3 47.9 
 46.9 48.0 43.7 42.7
 

Current account (in SS m.) 5/ -808 -426 -491, -479 -56 -789 -832 -816 -812 -6971 -925 -970
 
Current ccount/coP 3/ -8.6 -6.5 .$.8 -9.7 -17.1 -28.6 -29.0 -26.5 -24.4 -21.1 -16.5 -15.7
 

Memo It e m.: 
COP (current US$ a) 5927 6278 6902 4029 3503 2781 2638 3048 301 879 4519 5264 
Eachanoe Note 8/ 8.3 11.1 17.5 D.7 64.3 -102.2 137.6 155.8 169.5 18.2 197.6 214.2 
Domeetic Inflation Rate 25.7 27.3 93.3 3#.4 0.0 25.4 19.6 14.9 10.4 10.1 10.0 10.0
 

Notes,. 

1/COY OP adjusted for changes in terms of trade.
 
2/ 1901-1907 figures are actual debt service payments, while from 1938 onwards scheduled payment. before debt relief are shown.
 

The debt service ratio shows debt payments In relation to eaports of goods end services. excluding private trensfer&. 
3/ Rotion ore calculated in current terms. The large swings in the ratloe of eaports, Import. current account deficit and national mevinga 

COP in the period 1986 - 1989 are primarily related to tho'adjuotont In the eachange rete.In earlier years the overvaluotion of the 
Tanzanian shilling caused otornal flown to be undervalued In local currency terms. Similarly, the US dollar value of COP hae been 
overvalued In the peet, when converted at the official otchange rate. 

4/ Eaport and Import growth rates are in volume terms, end relate to foods end cervices. 
5/ Until 1988, current account deficit Is based on actual interest payment made. while projectione ore based on eheduled payments before 

debt relief. 
6/ Yearly average. From 1989 onwerde, seaueed projection baed on differentiel Inflation, assuming constant reel effective exchange rete. 

Notes: Orowth rates ore esprosed in conetent terms, ratios to COP in current terms.
 

Source: Central Bank of Tanaeple and mission estimatee.
 

Noveaber 15, 1988.
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IRTAC - TANZANIA 
BALANCE OF PAYM 4TS 

(InMillion@ of U.S. dollar.) 

......................... -.......Acta l ............ .......................Projection ------- -------- ------­

1964 1985 1986 1987 1988 1989 1990 1991 1993 1995 1997 199V
 
..................................... o.............. .............................................................
 

A. Trade account -46 -713 -702 -603 -327 -654 -630 -616 -649 -663 -6 -954 

Deporte,fob 366 236 346 347 402 445 620 607 764 957 1174 1460 

Zoprtocif -874 -999 -1050 -1150 -1229 -1299 -1350 -1425 -1633 -1820 -2060 -2414 

I, Services (not) -73 -64 -85 -169 -172 -168 -166 -164 -173 -197 -210 -191 

Receipts 106 106 110 102 116 127 140 151 177 206 242 288 

Paements -179 -190 -195 -271 -287 -295 -306 -315 -349 -403 -451 -478 

Interest 1/ -89 -97 -113 -174 -187 -192 -199 -205 -233 -278 -319 -337 

Other -90 -93 -02 -97 -100 -103 -106 -110 -117 -125 -133 -141 

C. PrIv Tranef (ne) 63 233 250 230 210 190 160 170 150 155 125 120 

D. CUREBNT ACCOUNT -496 -564 -538 -742 -789 -632 -016 -812 -071 -925 -971 -1025 

E. Govt reants2/ 146 193 363 477 06 521 544 563 603 646 692 742 

F. 	 lILT loanenet 3/ -35 -8 17 -56 84 67 116 119 -157 -119 a6 211 

Inflows 4/ 222 160 203 138 271 269, 268 271 256 278 304 334 

Outflows 1/ -257 -219 -106 -192 -166 -202 -152 -152 -415 -397 -216 -123 

0. Supp Cred (net)2/ 110 -32 -55 .5 -4 -5 -2 -1 4 -5 6 .9 
-14 9 15 -27 -19 -4H. IMP (not) -26 	 313 44 -28 -6 -19 


1. E and 0, nd 117 47 -84 -39 -9 0 0 0 0 0 0 0. 

oth cap, nie 15/ 

J. CAPITAL ACCOUNT 310 156 253 416 624 596 632 654 445 514 . 768 . 7 

K. Roeervqe(inc -) 3 10 -16 17' -64 -0 50 -70 -5 . -2 -25 - -40 

IL.Arreare(inc.) 163 399 -409 161 -696 -10, 0 0 0 0 0' 0 
M. Debt Rescheduled 6/ 709- 148
 

N. OVERALL BALANCE -0 0 -0 -0 -825 -294 -284 -229 -462 -456 -226 -108 

CAP FINANCINO:
 
0. MAXIMUM DEBT RELIEF 	 649 283 228 222 463 430 260 169
 

P. POSSIBLE IDA REFLOW 	 12
 

1/ Interest and amrtization paymentu are scheduled for both historleal and projected data.
 

Unpaid ihterstt and amortization during 1904-87 reflected as arroro Increase. Scheduled Interest payments Include
 

interest on debt relief.
 
2/ From 198a onwards *rents Include aid funds pledped under SPA Initiative. Assumption Is that levels of grent aid ettained
 

during 1968 sill be maintained in real terms In future years.
 

3/ For detailed breakdown, see page 3.
 
4/ MLT inflows In 1969 include virtually all IRTAC proceeds of U1115 m., but eveludeo Ui12 m. of possible IDA reflews
 

A/ Prior to 1996 it Includes a portion of official @rents.
 

6/ Actual debt rescheduled In 1986/87, comprising orreare of U$321 0. and current atut., of UWIX36 P.
 

S-vreo: SOT. IMF and lank Staff estimates.
 

November 15, 1968.
 

d
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Annos I 

Pege 3
 

IRTAC - TANZANIA 
FOREIG EXOWCE RJIRMWS AND OT SIUVICE ASSIMPIONS, 1915-1993 

(In millons of U.S. dollare) 

195-87 198-90 1991-93 

Cross Disbursements (13 

Multilateral 295.5 712.6 653.9 

WB (2) 238.4 622.8 560.2 
Other Mult. 89.1 Ma.6 93,6 

Blator&l 10.$ 113.4 117.1 
Private 9.0 0.0 0.0 
IM [3] 64.0 63.6 0.0 

TOTAL 576.8 689.6 771.0 

Net Oiebursemente 
................. 

Multilateral 162.4 545.9 201.8 

We :149.85 119.0 448.5 
Other Mult. 12.75 26.1 52.8 

Bilateral 06.5 -162.6 -531.3 
Private -20.3 -77.7 -48.6 
IMF 38,0 33.2 -32.2 

TOTAL 256.6, 318.9 -110.7 

Principal Repayment& [4) 
.le................ 

Multlateral 123.1| 166.7 152.6 

we 66.6 104.0 111.6 
Other Mult. 46.3 62.7 40.6 

Bilateral 103.3 295.9 646.4 
Private 39.4 77.7 46.1 
IMF 46.0 80.6 32.2 

TOTAL 321.7 870.9 ol.? 

Interest Payment* (4 
................. 

Multilateral 60.6 96.6 79.1 

we 69.1 78.9 64.1 
Other Mult. 11.5 17.9 16.0 

@lateral 107.1 893.6 522,6 
Private 18.9 82.9 12.0 
IMF 0.0 19.1 7.0 

TOTAL. 201.7 842.7 621.2 

Debt Service (4] 

multi lateral 213.7 3. 221.7 

We 155.95 182.94 175.9 
Other Mult. 7,86 80.8 $5.79 

Bilateral 210.5 689.7 1170.0 
Private 88.8 110.6 61.8 
IMF 46.0 49.7 89.2 

TOTAL 126.6 111.6 1503,0 

...............................................................
 
11)	Includee disbursements from alaiting and eapeeted
 

commitmente, Encludes grant.
 
(2) World bank figure for 198-90 includes UsII&S a. of IRTAC operstion and U8811.9 a. of poesIble 

IDA reflowa. 
(3) Include proposed SAP arrangement for 1968-90. 
(42Calculated before debt relief. 1955-87 figures reflect oetusl payments onl 

November 15, 1968. 
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Annex 1
 
Page 4
 

IRTAC - TANZANIA 
IXTIPINAL FINANCING RIMRJRBtfT 1969-1993 

(In milliom of U.S. dollars) 

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

1989 1o0 1991 1992 1999 

PINANICINO REQIREMITS 

A. Ilorts. of Goods A Services 1402 1456 1M15 1647 1710 

U. 	Interest Payment. 192 199 108 215 32 
of which IDA (6) (7) (6) (6) (9) 
Of which: 11tlD (1) (17) (15) (13) (11). 

C. 	Amortization 202 152 " 152 26 413 

of which: IDA (5) (6), (7) (a) (9) 
of whichs 100 	 (U) (29) (30) (g6) (0) 

D. Suppliers Credit (not) 5 '2 1 -4 -4 

. Zncreae in Reserves 60 70 62so 	 Be41 

F. Total Requirements 1661 1659 1962 216 1426 

FINANCING SOhE5 

A. Exports of Goods & Services 172 l6O 756 661 6l 

I. Private Transfers 	 190 160 170 160 150
 

C. 	Orant. 1/ 821 544 562 86n 603 
of which: Program Aid (22) (173) (26) (268) (260) 

0. Loans 2/ 19 211 71 344 156 
of which IDA Project Ln. C97) (101) (100) (o6) (102) 
of which IDA Adjust. Ln. (105) (101) (106) (6S) (66) 

E. lIW (net) 	 1 -26 -27 -S -6 

F. Totil Resource. 	 187 1626 1781 1642 1964 

OVEALL BALANCE 	 .295 -2 -2110 4 -462 

cap Financings 
laximum Debt Relief 26111 M 11 944 468 

Posilble IDA Reflows 12 

1/ Program Did during 1989 and 1900 Is virtually eulvalent with PA eoflnancing 
projectiona. Grant. for 1969 based on disbursement asumptions for Identified 

comitments, while 1990 to 1993 figures reflect dlibursements based largeil on 
projected comi itents. 

2/ Prom 1991 onwards, projections about amount. end nature of IDA lending are proliminmrP. 

Noveaer 11. 19W. 
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How the OGL Operates
 

Tanzania's OGL (open general license) system for the allocation
 
of foreign exchange was initiated in February 1988, nearly nine
 

months after the foreign exchange auctio expriment in Zambia
 
The OGL was at that tme apparently
was halted by the GRZ. 


by the World Bank and the IMF as a mechanism that might be
 seen 

more fruitful than the auction approach.
 

Unlike the Zambian auction system, which involved a bidding for
 

the domestic currency price of foreign exchange (and t ere ore
 

directly affecting the exchange rate), the OGL represents a
 
provide to all eligible comers foreign
promise by the GOT to 


exchange for a sp2cific list of imports at the official
 
exchange rate. The system operates as follows:
 

The current source of foreign exchange for thm OGL is
 an as the major
donor contributions, with the World 


donor. No Tanzania-generated foreign exchange has yet
 
It is the intention of the GOT
entered the OGL system. 


the World Bank) to in future expand these
(according to 

sources to include Tanzania-generated foreign exchange.
 

The process for using the OGL involves (A) submtinq on 
an import license from the BOT (1ariiza


application'for 

(b) within the period of validity of that
central bank), 


I/L making a payment of local currency to the NBC (the
 

GOT-owned National Bank of Commerce), (cl the issuance of
 
(d) placing Lhe order
 

a letter of credit by the NBC, and 


for the goods abroad. Although it was not the practice in
 
apparently now
 the early days of the OGL, the BOT is 


scrutinizing applications to ensure that the quoted prices 

for the imports are reasonable. In addition, import 

the OGL were originall valid forlicenses issued under 
but in February 1989 that ualiditytwo months, 

was
 

lengthened to four months, with relatively automatic
 

renewal if the applicant was actively pursuing other 
parts
 

of the process. The I/L application process was
 
so that BOT would wait for a group of
 previously bunched, 


them; currently,
come in before acting on
applications to 

they come in.
applications are processed as 


to

The eligibility list for the OGL is limited generally 


spare parts and intermediate inputs, and is exclusive of
 

capital equipment. The list was expanded in February 1989
 



Limits to use of the OGL have been established, with a
 
ceiling on total use of the OGL for any individual firm
 
and a minimum size per application. Originally, each
 
importer was limited to $200,000 in applications, but that
 
ceiling was raised to $500,000 in February 1989. 6t that
 
time, the minimum size of application was raised to $5,000.
 

Importer eligibility was originally defined such that a
 
firm could only import items that corresponded to their
 
established line of business. In February 1989 this was
 
modified so that any individual with a GOT business
 
license could import any good on the eligibility list
 
regardless of his line of business.
 

Cash cover, the amount of Tanzanian shillings to be
 
deposited against the letter of credit, was original]y set
 
at 100 percent of the TSh value of the L/C prior to tHe
 
issuance of the L/C. In February 1989, the BOT instructed
 
the NBC that it was permissible for importers to deposit
 
20 percent at the time of L/C issuance and the balance
 

to
prior to shipment of the goods. The NBC, however, was 

be responsible for ensuring that the importer made good on
 
that balance.
 

Comments on the OGL System
 

As is evident from the foregoin9, the OGL has been evolving in
 
the year and more of its operation. The major changes in
 
February 1989 stemmed from the recommendations of a study of
 
the OGL carried out by three respected Tanzanian economists
 
from the University of Dar-Es-Salaam in October 1988. These
 
recommendations were adopted wholesale by the GOT, with the
 

agreement of the World Bank, who are the major funders of the
 
OGI.
 

According to information from the BOT, there has not been any
 
apparent excess demand for OGL resources since its inception.
 

This implies that the movements in the official exchange rate
 
over the period since early 1988 have not been inconsistent
 
with equilibrium in the OGL's foreign exchange market. This
 
said, however, it must be rather heavily qualified, because
 
the OGL is not, strictly speaking, a totally free market even
 
for the goods included in the OGL.
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First, as noted above, there have been ceilings on the
 
amount that individual importers could import in total
 
under the system. That ceiling was raised, in February
 

but for sog ommodities
1989, from $200,000 to $500,000 

some
eligible for import under the 06L there wouTo De 


importers who would be immediately willing to go higher.
 
case in point is Tanzania Breweries, wno can
(A BOT-cited 


find no external suppliers for malt who are willing to
 
take an order for less than $1 million.) Although the BOT
 

may be willing to raise this ceiling, the World Bank has
 
cautioned against this until a better demand survey is
 

carried out and until there are additional resources
 
available to finance the OGL.
 

Second, problems in the Tanzania's financial s@c tAt as
 
As a resu t te
 a constraint on demand for imports. 


survey of the OGL carried out last October, the BOT
 
instructed the NBC to permit any importers with whom they
 

were comfortable to deposit only 20 percent of their cash
 
L/C, with the balance
 cover prior to the issuance of the 


due upon arrival of the goods in Tanzania. Prior to this
 
cover was required
arrangement, when 100 percent cash 


prior to L/C issuance, the NBC would loan its funds to
 
cover this period between L/C and
to
importers known to it 


goods arrival. Now, these same importers can avoid paying
 
to under the earlier system.
the interest they had 


According to BOT, this change in arrangements does not
 
appear to have significantly increased demand for
 

resources under the OGL. Furthermore, because this change
 
improve credit
in the arrangements did not do anything to 


(who are reportedly the
availability for unknown customers 

bulk), tight and administratively allocated credit within
 

still a problem from the perspective of the
Tanzania is 

OGL.
 

Given this situation, effective demand for OGL resources is
 
two constraints.
lagging behind demand in the absence of these 


The former constraint could be altered with the stroke of a
 

pen, but the latter is a long-term constraint. The GOT has
 

formed a Presidential Commission to analyze the financial
 

sector (as part of its adjustment measures under the Policy
 

Framework Paper (PFP) agreed to with the World Bank and the
 
sector is unlikely to be reformed in
Fund, but the financial 


the near future. It is not inconceivable that if these two
 
excess demand
demand constraints were removed, there would be 


at the current exchange rate, suggesting the
for OGL resources 

need for further devaluation.
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According to the University of Dar report, of the US$38.5
 
million made available by the World Bank under the first of two
 
tranches of their IRTAC program (a program that also contains
 
resources from other donors), L/Cs had been opened as of
 
end-September 1988 for a total of only $7.1 million, as against
 
I/is approved in the total amount of $33.4 million and
 
applications totalling $43.6 million. In the other period for
 
which we have information, February-March-April 1989, I/Ls
 
issued were $15 million, $18 million, and $9 million,
 
respectively, and L/Cs opened were $12-13 million $10-12
 
million, and $12-13 million, respectively. Clearly, the use
 
rate of the OGL has expanded dramatically since the Februar
 
1989 changes in OGL rules. We simply have no information on
 

why this is the case, although one would suppose that raising
 
the ceiling and expanding the eligibility list were important
 
factors.
 

Al~though current sources of funding are totally external, and
 
although the World Bank and GOT have agreed In principle toi
 
future begin to include some oF Tanzania's own foreign exchange
 
generations, this must be seen in the context.of Tanzania's
 
overall demand and supply of foreign exchange. In the tiiree
 
pnriods 1987/08 (estimated', 1988/89 (estimated), and 1989/90
 
(planned), Tanzania's commodity exports (on an FOB basis)
 
covered 30 percent, 34 percent, and 36 percent of commodity
 
imports (also on an FOb basis), respectively (see balance o
 
payments table attached). This shaire, though laudable in thaL
 

it is increasing, is not not likely to inc,'.ase at a rapid
 
enough rate to cover a significant portion of th, import bill
 
for many years to come. The balance of the c:,mmodity import
 
hill in the same three time periods above was paid for by (a)
 

net official transfers (both loans and grants): 41 percent, 35
 
percent, and 41 percent, respectively, and (b) other sources
 

(including importers own funds): 29 percent, 31 percent, and 23
 
percent, respectively.
 

When Tanzania's external debt burden (rescheduled though it has
 
been in recent years) is added to the foreign exchange
 

requirement for commodity imports, Tanzania is clearly faced
 
with serious foreign exchange problems for the foreseeable
 

future, The OGL in recent months appears to be running at an
 
annual rate of about $150 million to $200 million, or perhaps
 
as much as 15 percent of the import bill. Even if that share
 
were to double or triple over the next two years, it is clear
 

that external resources, probably on an official level, would
 
be required to cover the OGL. True, the GOT could put a
 
portion of its own foreign exchange into the OGL but, given
 
normal fungibility considerations, donor resources would still
 
be required to make up a vast difference between demand and
 
supply of foreign exchange. Therefore, it is not clear that it
 
Is necessary for the GOT to actually put its own generated
 
resources Into the OGL for some time to come.
 

http:context.of
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The question arises whether it might not make more sense for
 
the GOT to convert all existing bilateral commodity import
 
programs into funJs available to the OGL. We understand that
 
although the BOT (who are operating the OGL) are more than
 
willing to do this, the Ministry of Finance (and some of the
 
line ministries) are less willing to do so. The MOF is
 
currently the GOT party handling these other bilateral CIPs and 

believes that there is merit in their continuing to be f ed 
rather than put into a general pool of resources. In addi ton, 

it is likely that some of the donor agencies would be unable,
 
due to their own legal constraints, to support a system such as
 

the OGL that does not limit resources to specific source and
 
origin considerations.
 

AID and the OGL
 

In the particular case of USG resources, AID would presumably
 
have less difficulty than other donors (given current DFA
 

funding sources) disbursing our foreign exchange resources into
 
the OGt.. In order to justify putting our resources into the
 

OGI., however, we need to believe that the system is working
 
sufficiently well to merit our support. We do not have
 
sufficient information at this stage to recommend USG support
 
for the OGL.
 

However, given the fact that the OGL is likely to contint to
 
be the centerpiece of the Tanzanian adjustment program, is
 

important that USAID/T become more familiar with the program.
 
REDSO/ESA recommends that an economist and the private sector
 

advisor spend two weeks in Tanzania in the last quarter of FY89
 
the first quarter of FY90 carrying out an in-depth
or 


assessment of the OGL. The results of that analysis should be
 
informed
reported to AID/W and would form the basis of an 


decision by AID on whether or not the USG should provide
 
financial. support for the OGL in FY90 and beyond.
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Tanzania's Balance-of. Payments
 

CURRENT ACCOUNT 


Trade (FOB basis) 

Exports
 
Imports 


Other 

Services 


Interest 

Other 


Private Transfers 


OFFICIAL TRANSFERS 


NON-CAPITAL BALANCE 


CAPITAL ACCOUNT 


Loan Balance
 
Inflows 

Repayments 


OVERALL BALANCE 


FINANCING 

Arrears Accumulation 

Reserve Change 

Rescheduled Debt 

Other (IMF net) 

Unfinanced 


MEMO ITEMS (percent)
 
Official Transfers/Imports 

Exports/Imports 

Foreign Loans/Imports 

Debt Payments/Exports 


5340D
 

(US$ mn)i
 

1989/90
 
Plan
 

(772)
(829)
 

(7
 

(1,300)
 

57
 

(143)
197)
 
54
 

200
 

530
 

(242)
 

116
 
120
 

300
 
(1.80)
 

(126)
 

126
 

0

(20)
 
0
 
14
 

132
 

41"
 
36
 
23
 
80
 

1987/88 1988/89 

stimate Estimate 


(768)

(834) 


(362 


(1,196) 


66 


(154) 


027 

220 


.489 


(279) 


(40) 

0 


190 

(190) 


(319) 


319 


258-

(23) 

51 

33 

0 


41 

30 

'16. 

102 


(791)
(833) 


437 


(1,270) 


42 


(1158) 


34 

200 


450 


(341) 


12 

.16 


196 

(180) 


(329) 


329 


(484)

40 


736 

38 

(1) 


35 

34 

15 

85 
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M ShIDY 	 TABLE 4
 

Table 4 Staff Requirements, RRD and RE0.
 

Staff category 	 No. Grade Salary Total costs
 

(M4S) (monthly) T.Shs (annual) 

RRD - MCW 
Chief Engineer 1 13 7,670 92,040 
Senior Planning Officer 1 9 7,360 88,320
 
Senior Engineer 1 9 7,360 88,320
 
Senior Training Officer 1 7 7,160 85,920
 

i 	 Personnel Officer 1 6 6,775 81,300 
Engineers 3 5 6,020 216,720 
Economists 2. 5 6,020 144,480 

c 	 Transport Planners 2 5 6,020 144,480 
Accountants 2 5 6,020 144,480 
Budget Officers 1 3 3,715 44,580 
Technicians 6 4 4,690 337,680 
Training Officers 2 5 6,020 144,480 
Administrative Staff 3 3 3,715 133,740 
Secretaries/Typists 4 2 2,860 137,280
 

Total, RRD-MCW 30 	 1,883,820
 

REO
 
Regional Engineer 1 11 7,450 89,400 
Regional Works Account. 1 9 7,360 88,320 
Internal Auditor 1 5 6,020 72,240 
Personnel Officer 1 4 4,690 56,280 
Senior Econom./Eng. 1 7 7,160 85,920 

,0 Senior Training Officer 1 5 6,020 72,240 

0 Budget Officers 2 3 3,715 89,160 
o, Pay Officeis 3 3 3,715 133,740 

Cash Ufficers 3 3 3,715 133,740 
Secretaries/Typists 10 2 2,860 343,200 
Telex/Telephone/Radio Op. 2 2 2,860 68,640 
Administrative Officer 1 3 3,715 44,580 
Security Officer 1 3 3,715 44,580 
Engineers 1 5 6,020 72,240 
Econom./Transp. Planner 1- 5 6,020 72,240 
Technicians 2 4 4.690 112.560
 
Instructors 2 3 3.715 89.160
 

Total 34 	 1,668,240
 

RURAL ROADS SECTION
 
Rural Roads Engineer 1 8 7,260 87,120
 
Assistant Engineer 1 6 6,775 81,300
 
Senior Technician 1 5 6,020 72,240
 

Total 3 	 240,660
 

Grand Total, region 37 	 1.908,900
 

Grand Total, 7 regions 259 	 .13,362,300 


