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AID-DLC/P-1025/2
February 4, 197k

MEMORANDUM FOR THE DEVELOPMENT LOAN COMMITTEE

SUBJECT: Africa Regional - Dahomey - Parakou-Malanville
Road

Attached for your review are the recommendations for
authorizaetion of an amendment to the above loan in en amount
not to exceed $4.0 million to the Government of the

Republic of Dehomey to provide additional funds to assist

in financing the foreign exchange and local currency costs
of goods and services for the reconstruction and upgrading
of the Parskou-Malanville Road.

Please advise us of your concurrence or objection as
early as possible, but in no event later than close of
business on Monday, February 11, 19Tkh.

Development Loan Committee
Office of Development
Progrem Review

Attachments:
Summary and Recommendations

Project Analysis
ANNEXES I-VII
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Africa Reqjonal: Dahomey — Parakou-Malanville Road Ioan Amendment

-

SUMMARY AND RECOMMENDATIONS

1. Borrower: 'IheBorrowerismeGovermentofDahmey (MRGD)

2. Amount of Loan Amendment: $4.0 Million

3. Terms: A. Maturity: 40 Years including a 10-year grace period.
B. Interest: 2 percent per anmm during the grace period.

on disbursed amounts and 3% dur the remaining
30 years. ing '

C. Repayment: Interest and principal repayable in U.S. dollars.
4. Total Cost of the Project:

A.I.D. Loan 625-H-002 $ 8,000,000
Proposed A.I.D. Ioan Amendment - 4,000,000
Government of Dahcmey 1,300,000

International Development
Association (IDa) 7,704,769
TOTAL $21,004, 769

5. Project Description: The project consists of the reconstruction and upgrading
to a two-lane bituminous surface of a 200-mile road connecting the northern
railhead of the Dahomey railroad at Parakou to the Dahamey/Niger border at the
bridge crossing the Niger River in Malanville. fThe A.I.D. loan will finance the
reconstructivn and upgrading of approximately the northern half of this road.

IDA will finance the reconstruction and upgrading of the balance of the road
together with supervisory engineering services required for the entire road.
Additional project elements for which A.I.D. financing is not being provided include
reconstruction of two sections of the Cotonou-Bohicon road, a preinvestment study
of the Bohicon-Dassa Zoume road and expansion of the existing IDA road maintenance

training program.

6. Purpose of the Loan Amendment: T provide the necessary funds to carry out the
project based on the costs of the bids for construction.

7. Background: The UNDP financed Dahamey Land Transport Survey, completed in 1969,
recamended the reconstruction of the Parakou-Malanville road as an extremely urgent

ject in the tr. rtation sector. In January 1972, at the request of the Bank,
Fﬁ?gta;rneed to gsnggder joint funding for the projgct. The original A.I.D. loan
of $8.0 million was authorized on May 31, 1972 and signed on July 28, 197?. How-
ever, the IDA credit was not executed until July 3, 1973. As_a resu}t, bids were
not received and opened until October 16, 1973. 'Ihe lowest bid Fecelved for the
A.I.D. financed portion of the rocad was $11.0 milhon, $3.0 million more than

available furds. Evaluation of the bids has caused A.I.D. and the MRGD to recon-
sider the amount necessary for the reconstruction and upgrading of the A.I.D.
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partion of the road (see section III, below) and necessitates this $4.0 million
amendment to cover the higher than estimated bid price plus a $1.0 million

contingency.

8. Export-Import Bank Clearance: Clearance of original loan cbtained; further
clearance not required. .

9. Views of A.I.D. and U.S. Missions: The loan amendment is recommended by the
Bmbassies Cotonou Niamey, the A.I.D. Regional Development Office (RDO)
in Niamey, and the Regional Economic Development Services Office for West Africa

(REDSO/MR) .

10. Statutory Criteria: ‘The loan amendment will meet all statutory requirements.
See Annex II.

11. Issues: None.

12. Recammendation: Authorization of a $4.0 million Loan Amendment to A.I.D.
loan 625-H-002 to provide funds necessary to reconstruct and upgrade the northern
portion of the Parakou-Malanville Road. '

CAPITAL ASSISTANCE OOMMITTEE

REDSO/WA A.I.D.Zﬂ
Design Officer : N. Schoonover D. Clark
Engineer : J. Saccheri B. Watkins
General Counsel : J. Phippérd T. Muntsinger

Desk Officer : J. Hill D. Blane
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I. INTRODUCTION
A. Description and Background

In March 1966, a mission from the IBRD visited Dahomey to study the
country's mzilds, ports, and rai}ways, and to identify projects suitable for
Bank group financing. ‘The mission drew attention to the necessity of improving
road maintenance and transport coordination and recommended the undertaking of

the Canadian consulting firms, N.D. Lea Associates and Lamarre Valois. The

study, completed in July 1969, recammended the urgent reconstruction and upgrading
of the Parakou-Malanville road, which had badly deteriorated from insufficient
maintenance. Under an IDA credit, a highway maintenance program resulted from

the study and included provision for the detailed engineering design of the road
by the German firm, Dorsch A.G. After the campletion of the first phase of the
engineering design in 1971, the consultants were asked to update the econamic
analysis of the road. This report, completed in November 1971, recomended a
two—-lane paved road.

In the latter part of 1971, the IBRD submitted this project to A.I.D.
for consideration of participation in financing. In January 1972, A.I.D. advised
the Bank of its interest in the project and took part in an appraisal mission
with the IBRD in February. The original A.I.D. loan of $8.0 million was authorized
on May 31, 1972 and signed on July 28, 1972. 'The IDA credit, however, was not
executed until July 3, 1973 because of the unsettled political situation in
Dahomey and a reconsideration of the Bank's position regarding local cost financing.
As a result, bids were not received and opened until October 16, 1973. The MRGD
received bids from:

Morrison-Knudsen (M-K) $11.0 million
Grove International 13.2 million
Ballenger—Central 13.8 million

The low bid has been analyzed by Dorsch and REDSO/WA. The bid is con-
sidered to be fully responsive and reasonable in cost after consideration of
various factors which account for the increase in cost over initial estimates
(see section III). The MRGD has reviewed the bids and is prepared to award the
contract to the low bidder as soon as funds for the cost increase are authorized.

B. A.I.D. Development Objectives

This loan amendment is within the framework of A.I.D.'s current program
policy in West Africa to support and pramote regional coopgration as an essential
ingredient for the economic development of this area, part;cularl!.y as it relates
to agriculture. Improved transportation links are of paramount importance to
agriculture in ensuring a means of marketing production and reducing costs of both
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exparts and imports. ‘fThis project is an essential part of a regional transpor-
tation axis between Dahamey and Niger, providing the primary access to the sea
for the agricultural production of northern Dahomey and weéstern Niger and a means
of importing necessary products for agricultural development and other camercial
production. Furthermore, the road plays a major role in relief efforts supplying
the interior drought -stricken country, Niger. 1The project is consistent with
U.S. policies of increased cooperation with multilateral international lending
institutions and of greater emphasis upon assistance to the "least developed"
countries. 'The project is considered an appropriate allocation of Agency and
Bureau resources because of the priority this project has for the general economie

the authorization cf the original loan for $8.0 million. Furthermore, financing
from other donors is unavailable; and in any event, the entrance of a new donor
would entail rebidding of the project, thereby creating costly delays in the
construction of the rcod and probably higher costs.

C. Borrower

The borrower is theGove.rm\entofDaharey (MRGD). The i llementin agen
will be Directorate of Public Works (DPW) in the Ministry of m;r]t.!l?c hbrks,gMiges?y
and Transport. At present, the DPW is being assisted in a highway maintenance
program throtl.lgh a $.:'l.5 million IDA credit which will directly benefit the project.

IT. BCONOMIC ANALYSIS

A. Costs

The current cost estimates for the Parakou-Malanville Road total
$21,004,769. Contributions are proposed as follows:

1. A.I.D. $12,000,000
2. IDA 7,704,769
3. MRGD 1,300,000

TOTAL $21,004, 769

km of the road and IDA will finance the southern 148.1 km. Reasons for the higher
cost estimate for the A.I.D. portion will be discussed in part III.

The costs listed above are based on actual bids received for both portions

of the road. The MRGD has until February 12, 1974, to accept the low bid for the
A.I.D. financed section of the road. ‘'the Bank has yet to approve an amount for



bid of $6,440,000 including a provision for escalation during construction. Never-
theless, there is same concern that the contractor for this segment has underbid
the project and may have difficulty in perfarming the job.

B. Benefitsg

The benefits are listed together with the Internal Rate of Raturn (IRR)
analygis in annexes ITI and V. As with costs, benefits are listed for both low

The two traffic estimates represent possible but unlikely high and low
volumes. ‘The low volume is particularly conservative in that it allows for the
possible develogment of an effective river transport system, and it represents
a major shift of traffic from the road to the river system. Probability analysis
undertaken by the Bank indicates only a 15% probability that traffic would drop
as low as the low traffic estimate.

C. Internal Rate of Return (IRR)

The calculation of the IRR for low and high traffic estimates is shown
in annexes III and IV. The IRR for the low traffic estimate is calculated to
be approximately 6.6% and for the high traffic estimate, approximately 17.1%.

A more accurate picture may be drawn by making estimates of the impact of
updated benefits. For example, it is clear that in view of petroleum price
increases, user benefits will increase. That is, less fuel consumption per
kilameter becomes more important because fuel is more expensive. Consultants
indicate that approximately 1/3 of user benefits from road iJ}provement may be
directly attributed to the cost of petroleum. For example, if one assumes that
fuel costs have risen by 50% in Dahomey since early 1972, the IRRs become 8.7%

and 20.1% respectively for the low and high traffic estimates (see annexes V and VI)

In addition, with price increases in road maintenance equipment and
materials, it may be argued that there are other increased benefits as we?.l.
In any case, given these IRRs and the strong likelihood that actual traffic will
fall between the two estimates, and given the general economic situation and
prospects for development in Dahomey, it is clgar that reconstruction and up-
grading of the Parakou-Malanville Road is justified.



III. TECHNICAL ANALYSIS
A. Reasons for Cost Increase

_ The original A.I.D. loan of $8.0 million was authorized on May 31, 1972,
and signed on July 28, 1972. The amount of this loan was based on cost estimates
provided by Dorsch in their report of November 1971 and updated in April 1972.

Bids were not received for the project, however, until October 1973 because of
the earlier mentioned delay in the execution of the IDA credit. Since the original
cost estimates, several factors have led to an increase in the costs for construc

tion of the road.

Subsequent to the Dorsch cost estimates, there have been two dollar de-
valuations. In addition, there has been additional uncosted deterioration in the
road because of the unanticipated delay in construction. The major reason for
the cost increase, however, stems from the recent sharp increase in prices for
petroleum and petroleum related goods.,

REDSO/WA with assistance from Louis Berger consultants in Abidjan has
reviewed the low bid for the A.I.D. financed pertion of the road and finds it
to be a reasonable bid because of the rise in costs. 1In addition, the analysis
in section B below will show that the bid for the IDA section is reasonable and
campetitive, and that the low bids for the two portions of the road are comparable.

B. Difference in Bids for A.I.D. and IDA Sections of Road

It is argued that the low bid for the IDA porticn is reasonable for and
competitive with construction costs in Dahamey for two reasons. First, the low
bid comes as a joint venture by two French firms already established in Dahaomey
as they have other road contracts there. Second, there was considerable competition
for the IDA section of the road. Nineteen firms prequalified and five submitted

bids.

There are several reasons why the low bid for the A.I.D. financed section
of the road is higher than the low bid for the IDA financed section. First, the
IDA section is more accessible both to Cotonou and Parakou as this section is the
southern part of the road. As a result, transportation costs both for imported
equipment and materials from the U.S. and for inland transportation will be greater
for the A.I.D. part of the road. Second, the low bid for the A.I.D. section does
not contain an escalation clause, while the IDA tenders do include such clauses.

Of particular importance here is the recent drastic increase in petroleum costs

and subsequent price increases of goods reloted to petroleum. 'Third, the A.I.D.
section is longer, 169.5 km vs 148.1 km.

REDSO/MA's recent analysis examined the low bid for the A.I.D. section of
the road by camparing it with the lowest bid on the IDA financed portion. Unit
costs of this lowest bid were applied to the low bidder's quantities for the A.I.D.
section. REDSO/MA's analysis included a quantification of the likely impact of
inflation on the cost of the IDA section. Without the escalation clause, the low
bid for the IDA section is approximately 10.9 million CFA francs per kilometer.
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With the escalation clause ard the expected inflationary impact, the cost jumps
to approximately 14.9 million CFA francs per kilometer. This cost is camparable
to the low bid of approximately 14.8 million CFA francs per Kilometer for the

A.I.D. portisn of the road.

In conclusion, considering again that the low bidder for the A.I.D. section
faces higher overhead costs because it isn't established in Dahomey and it has
higher transportation costs, and considering that the per kilameter costs of the
low bidders are camparable, it is felt that the low bid for the A.I.D. financed

portion of the road is a reasonable bid.

IV. IMPLEMENTATION PLAN

A. Need for Early Authorization

The bid contract documents stipulate that the bid tender remains valid
for 120 days following the date set for the opening of bid tenders. As bids
were opened on October 16, 1973, the bid validity date expires on February 13, 1974.
The MRG has indicated a willingness to accept the low bid, but only when additional
funding has been authorized to cover the cost increase in construction. As a result,
the loan amendment should be authorized prior to the expiration of the bid validity.

Failure to authorize the loan amendment by February 13 may lead to a with-
drawal of the current bid. A new round of bidding probably will be higher because
of petroleum price increases in West Africa and the uncertainty of world prices
and because the low bidder is aware that it underbid the nearest bidder by more
than $2 million. Consequently, it is felt that if a new round of bidding becomes
necessary, a loan amendment for a still higher amount will be needed if A.I.D. is
to fulfill its commitment to finance the reconstruction and upgrading of  approx-
imately the northern half of the Parakou-Malanville Road.

Should A.I.D. decide to deny any loan increase, three possible courses of
action are possible: 1) $8,000,000 may be enough to attract a bid from a
European firm (if bids became permitted from European firms); this would have a
negative impact on the U.S. balance of payments and the U.S. economy by taking
the job away from an American firm. 2) A.I.D. could shorten the segment of the
road it will reconstruct and upgrade; this would involve a very significant decrease
in road length because many of the low bidder's construction costs are fixed costs;
also in the likely event that no other donor is found, the road would not be
camplete. 3) A.I.D. could reduce the design standards for its portion of the
road, thereby allowing an inferior road and causing difficulties with the
world Bank, which is financing the remainder of the road at higher gtandagds. In
all three cases, A.I.D. would not be fulfilling its original intentions with

regard to reconstruction and upgrading of the road.

B. Implementation Schedule

The revised inplementation schedule is as follows:



Bid Award | February 1974
Contract Signed March 1974
Contractor Mobilization; Begin Construction April 1974
Canplete Construction (2k years) October 1976
Certificate of Acceptance Novenber 1976

V. FINANCIAL ANALYSIS

A. Financial Plan

The revised financial plan as set forth in the table below differs fram
the original plan largely as a result of the cost increase in the construction
of the A.I.D. portion of the road. In addition, the IDA contribution is some-
what higher and the MRG®D contribution marginally lower than in the original plan.

Parakou-Malanville Road

($ US)

A.I.D. Contribution: Foreign Exchange local Costs Total
Construction $9,228,009 $1,790,509 $ 11,018,518
Engineering - - -
Contingencies 821,991 159,491 981,482

$ 12,000,000

IDA Contribution:

Construction $5,221,616 $ 224,824 $ 5,446,440
Engineering 701,433 87,500 788,933
Contingencies 970,720 498,676 1,469,396

$ 7,704,769

MRGD Contribution:

Construction - $1,000,000 $ 1,000,000
Engineering - - -
Contingencies - 300,000 300,000

$ 1,300,000

TOTRAL FOR PARAKOU-MALANVILLE ROAD $ 21,004,769




B. Other Sources of Financing

A.I.D. is participating in this project at the request of the Bank,
which has taken the lead in developing the project and arranging financing.
Because of the regional and multi-donor aspects of the project, it is particularly
appropriate for A.I.D. participation in keeping with its policies for West Africa.
Private financing is not available for this type of project, and the Export-Import
Bank has stated it was not interested in participating in this project. Further-
more, as mentioned in section IV, the availability of other donors at this time
is very unlikely.

C. Prospects for Repayment

There are reasonable prospecis for repayment of this loan (see AID-DIC/P-
1025)

Vi. HCONOMIC EFFECTS OF THE LOAN

A. Impact on U.S. Econamy

This loan amendment does not conflict with any U.S. business interests.

To the contrary, the loan amendment will assist the U.S. economy by financing
approximately $4 million of U.S. construction services (in addition to the

original $8 million loan).

B. Effect on Private Enterprise

This loan amendment will finance and allow a contract between the Goverrment
of Dahamey and a private U.S. construction fiym.

C. Impact on U.S. Balance of Payments

The high percentage of the loan amendment used for financing U.S. goods and

services will be additional exports for the U.S. economy sinrce without the A.I.D.
loan amendment, it is very likely that construction services would be procured
elsewhere. The percentage of local cost financing will have a miniral effect on

the balance of payments.

VII. IMPACT ON THE ENVIRONMENT

Since the project involves the rehabilitation and upgrading of an existing
roadway and alignment, there will be no adverse effect on the existing ecology of

the area.
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ANNEX 1

A.I.D. Loan Nos 625-H~002

625~H-002A
Capital Asst. Paper No. AID/DIC/P-1025/1
Project No.

CAPITAL ASSISTANCE LOAN AUTHORI ZATION
AMENDMENT
Africa Regional: Dahamey--Parakou-Malanville Road

Pursuant to the authority vested in the Assistant Administrator for
Africa of the Agency for International Development ("A.I.D.") by the
Foreign Assistance Act of 1961, as amended, and the delegations of
authority issued thereunder, I hereby authorize an amendment to
increase the amount of the above - captioned loan to the Government
of the Republic of Dahamey by an amount not tn exceed Four Million
Dollars ($4,000,000) to provide additional funds to assist in
financing the foreign exchange and local currency costs of goods
and services for the reconstruction and upgrading of the Parakou-
Malanville Road, subject to the following terms and conditions:

1. Interest Rate and Termms of Repayment

The Borrower shall, in United States dollars:

(a) Repay the loan to A.I.D. within forty
(40) years, including a grace period of
not to exceed ten (10) years;

(b) Pay to A.I.D. interest on the disbursed
balance of the loan, and on any interest
accrued thereon, at the rate of two
percent (28) per annum during the grace
period and three percent (3%) per annum
thereafter.



2. Other Terms and Condtions

(a) Goods and services financed under this
loan shall be procured fram Dahomey and
fram countries included in Code 941 of
the A.I.D. Geographic Code Book.

(b) Such other terms and conditions as A.I.D.
may deem advisable.

Assistant Administrator for Africa
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AID-DIC/P-1025/2
February 1974

CHECKLIST OF STATUTORY “‘CRITERIA

TNT_LOAN FUND_

URTRY PERPORMAICE

e s Som——r—t————

A. Frogress Tavards Country Goale
1. FAA 88201(b)(5),. 201(b)(7)
201(57781, 208, Discuss tha eztent

to which the oountry 18

(a) Naking appropriate
efforts to inorease fooa
production and improve
Mmeans for food storage and
distribution,

(b). Creating a favorable
elimate for foreign and
domeatio private enterprive
and investmant,

(o) Inoreasing the people’s
role in the developmental
process.,.

Dehomey is implementing several
projects to increase food pro-
duction., It is also partici-
pating in the Fntente Regir-ul
Livestock program, including

the construction of a modern
slaughterhouse. A grain storage
program has been successfully
completed.

Dahomeyt encourages both foreign
investors and national entre-
preneurs. It is participating
in the *Entente African Enter-
prises progrem. There are no
specific restrictions on private
enterprise development and in-
vestment

Development projects in Dahomey
include sctive participstion

on the villasge level. Consider-
able efforts are continuing et
all levels in education.



(d) Allocating

to dnclapunt rather thm to
wmecessaxy mill urposes
or intcmntion in other fres
oountries’ affairs,

(e) Willing to econtribute
Ninds to the projeot or
program.

(f) Making eoconamio,
social, and politioal
rcfoma such as tax
oollection improvements
and changes in land tenure
arrangerent; and making
progress toward respect
for the rule of lav,
freedom of expression
and of the press, and
. recognising the importanoe
of individual freedam,
initiative, and private
enterprise.

(g) Responding to the
vital econamio, political,
and soctal conoerns of its
people, and domonstrating
a olear determination to
take affeotive self-help
meaoures.

The level of militery expendi-
tures in Dehomey is limited to
thet required to sssure internal
order. The major share of the
MRGD budget and priorities are
expenditures for development.

The Borrower will contribute
funds- to the project within
its budgetary limitations.

The Borrower currently has a
program concerned with the more
efficlent control of government
spending, the formetion of a more
equitable tax base and more
effective tax collection. There
are several newspapers of diver.
gent political opinions. Private
enterprise 1s encouraged both

for national entrepreneurs and
foreign investors.

Dahomey is sttempting to effect
economic and social reforms for
the improvement of living
standards by building a resource
base, by increasing the produc-
tion of expat crops and ty parti-
in regional development vrograms.
Transportation projects can plsy
an important role in bringing
the economies of the various
reglons of Dahomey into greater
harmony snd countrywide develop-
ment,



8. Relations vith the United Statea

1. FAA 8020(c). Ie the govem- None to our knowledge.
nntm any U.s.'ctﬁm | :
Jor goods or services fumished
or ordered vhere: (a) such
oitizen has exhausted aquailable

al remedies, {noluding

tration, or (b) the debt ts

not dented or contested by the
goverment, or (o) the indebted-
ness arises wnder such govern-
ment's, or a predscessor’'s
wnoonditional guarantes?

intended for comatruction or P
operation of any produotive enter-

prise that will campete with U.S.

enterprise, has the country agreed

that it will establish appropriate

prooedures to prevent export to

the U.S. of more than 20% of ite

enterprise’s annual production

during the life of the loan?



3. FAA 8630(e)(1). Haz the
ooimtry’s gobv;mrt, o:

or subdivision thereof,
zmtimliud or expropriated
progcrty ouned by U.S. oitimens
or by any business entity not less
than S0% beneftoially oumed by
U.S. otitimens, (b) taken steps to
repudiate or nullify exteting
oontracte or agreements with such
oitizens or entity, or (c) imposes
or enforoed disoriminatory taxee
or other exactions, or restrictive
maintenance or operation conditiona?
If so, and more than six months has
alapsed stince such occurrence,
tdentify the document indicating
that the goverrment, or appropriate
agenoy or subdivision thereof, has
taken appropriate stepe to discharge
its obligations under internatiomal
law toward such citisen or entity?
I{aleaa than six months has elapsed,
what steps if any has it taken to
discharge its obligations?

4. FAA 8620(j). Has the country
permtted, or failed to tcke
adequate measures to prevent, the

e or destruction by mob aetion
of U.5. property, and failed to
take appropriate measures to pre-
vent a recurrence and to provide
adaquate compensation for auoh
damage or destruction?

On Jenuary 8, 1Y7h, the MRGD
unilaterally announced termi-
nation of & concession sgree-
ment entered into in 1964 with
Union 0il Company of Cali-
fornla which provided long-
term, exclusive rights to
carry out petroleum operations
in en offshore concession
area., Unless the MRGD can
prove that Union relinquished
its concession rights, MRGD's
asction eppears contrary to

the concession sgreement.

The MRGD is presently con-
sidering e request by Union
for a February 15 meeting on
the matter.

No.



§. ra !”0‘ ls. Has the goven. There 1s en AID Inveotment

mnt ine an investment Gueranty agreement between
guaranty program wndsr ] ~ the United States and
FAA umg) (1) for the speoifio Dahomey.

riske of inoonvertidility and
expropriation or comfeoation?

6. FAA §630(0)s Fisherman's No.
Protective Aat o 4, as_amended
& oowtry u!ﬂ:

om 9, as
or impossd any penalty or sanction
ageinat, any U.S. fishing vessel on
ancownt of vta fishing aotivities in
tntemational waters? If, as a
result of a seisure, the U.S.C., has
made reimbureement under the pro-
yisiona of the Fiskarmm's Proteotive
Aot and such amount has not been paid
in full by the seising comtry,
tdentify the doci mantation which
describes how the withholding of
aseistance under the FAA has heen or
will be acoorplished,

No loan suthorization will

7. FAA 8620(q). Has the country

been in 3c?auit, du ing a period be made in the event of
in exoeds of stx months, in pay- any default in excess of
ment to the U.S. on any FAA loan? six months.

8. FAA 8620(t). Have diplomatic No.
relations betveen the country and

the U.S. been vevered? If 8o,

have they been renewed?



C.

the

Relations with Other Nations and

3

1. FAA 8620(+x), Hao the country No.
been offiotally represented at

any international oonference when

that representation inoluded planning
activities involving insurreotion

or subversion direoted against the

U.S. or countries receiving U,S,
as3istanoe?

2. _FAA B8620(a), 620(n); No
' Hae the

country sold, furmished, or per-

mitted ships or aireraft under

its registry to carry to Cuba

or North Viet-Nam items of

economic, military, or other

aseigtance? '

. FAA 8620(u); App. 8108 What As of 11/30/T3, the MRGD was

18 the status of the country's $85,058 in arresrs in U.N.

U.N. duea, asoesoments, or other dues and assessments. The

obligations? Does the loan agree- loan agreement limits the use

ment bar any use of fundo to pay of the funds to the importation

U.N. asscssments, duea, or of goods and services or the

arrearagen? purchase of local goods snd
services for the specific

Military Situation project.

1. FAA B620(i). Has the country No.
engaged in or prepared for

aggressive military efforts

directed against the U,S. or

countrizs recetving U,S,

assistance?



2. PFAA 8630(s). What is (a) No known change since
the perosntage of the country's original CAP. 1/
budget devoted to military pur- N
poses, and (b) the amount of
the country's foreign exchange
resources used to aoquire
military equipment? Ia the
oountry diverting U.S, develop-
ment assistance or P.L. 480
sales to military expenditures?
Ts the country diverting its
own resources to unneceseary
military expenditures? (Findinge
on these questions are to be made
for each country at least once
éach fisoal year and, in additionm,
as often as may be required by a
material change in relevant
danoes.) Has the ccuntry
spent money for sophisticated weannns?

1/ AID-DIC/P-1025 of May 19, 1972



II. CONDITION OF THE LOAN

A,

Gensral Soundneses

~= Interest and Repayment

1. FAA 5820 .

Is the rate 0’7‘ z'n!e~c¥ 89ive
or unreasonable for the borpaver?
Are there reasonable prospeote for

repayment? What is the grace

period interest rate; the following

period interest rate? Is the rate
of interest higher than the
dountry's applicable legal rate of
interest?

Finanoing

1. FAA 8B201(b)(1).
san finanoing on reasonable teyme
be obtained from other free-vorild
sources, inoluding private souroces
within the U.S.?

Econamic and Techniocal Soundness

1. FAA 88201(b)(2), 201(e). The
activity's ecomomic and technical
soundness to undertake loan; does
the loan application, together
with information and assvrances,
indicate that flnds will be used
tn an econanically and technioally
sound manner?

To what extent

The rate of interest is not
excessive or unreasonable,
Repayment .prospects are favor.
able. The grace period is 10
years with 2% interest rate per
annum end 3% interest rate
during the remaining 30 years,
The rate of interest is less than
the applicable legel rate in
Dahomey.

Finencing for this project is
also being provided by IDA on
concessional terms., Private
financing for this project 1is
not possible,

Yes. See sections in the CAP
for technical, economic end
financlel analyses,



8. FMM 8611(a)(1). Nave Yes, Bee Sections IIT and V

engincering, finanoial,

and of the CAP.

other plans neccosary Lo
oarry out asetetanoe, and q

reasonably firmm eatimate
the cost of assietance ¢
the U.S., been completed

of
0
?

3. Faa 8611(b); app. 8103, Not applicable,

If the loan or grant te

or a

“ter or related land-resowrce
oonstruction project or program,
do plans inolude a coat-benafit
oomputation? Does the projeot
or program meet the relevant
U.S. construotion astandards

and criteria used in determining

feasibility?

4. PAA B8811(e), If thi

e 18 a Yes,

Capital Assistance Project with
U.S. financing in axcess of §1
million, has the principal A.1.D.
officer in the country certified
as to the cowntry's capability
effeotively to maintain and

utilise the project?

Relation to Achievement

of Co:mtll

and Regional Goals
Country Goals

1. FAs 88207, 281(a).
this loan's relation to:

a. Institutions nee
a demoractic society
assure maximun parti
on the part of the p

the task of coonamic

The project is importent in pro-
] viding transportation between
Desoribe qirferent sections of Dahomey and
will therefore permit remote
regions distant from the capital
ded for  to teke an increasing role in
and to  the country's development.
oipation ‘
ozlc in
velopment,



b. Enabling the country to
meet its food needs, both from
tts oun resources and through
devalopment, with U.s, help,
of infrastructure to support
tnoreased agricultural
productivity,

o. Meeting tnercasing need
for trained manpower,

d. Developing programs to
meet public health neceds

e. Assisting other important
econamic, political, and eocial
development activities, tnolud-
ing industriql development;
growth of free labor unions;
coopcratives and voluntary
aarcice; tmprovement of
transportation and eamunica-~
tion systems; capabilities

for planmning and publie
adniniatration; urban
development; and modernization
of existing laws,

2. FAA 8201(b)(4). Describe the
activity's constotency with and
relationship to other development
activities, and its contribution

to realisable long-range objcetives.

The project will provide the
necessary transport network to
support agricultural develop-
ment programs in the regions
served by the roasd. See the CAP.

Adequate training will be pro-
vided to the Borrower to assure
efficient operations end main-
tenance of the roasd network

and will contribute generally
to the improvement of technical
skills of Dahomean transport
and road maintenance workers.

Improved transportation routes
can be useful in providing
medical and public heelth care
through incressed accessibility
to remote areas of Dahomey.

Adequate transportation 1s a
vital necessity for all the
types of development noted, By
serving e number of the most
lmportant cities and agricul-
tural regions of Dehomey, the
roed will meke an important
contribution to the country's
overall development plen,

See Section III.B. of the
original CAP, :


http:objecti..eo

8. FAA 8301(b)(9). How wiyg the
activity to be Rnanced contridbute

to the achievement of ulf-cuataining

grovth?

f. MA 8301¢7). If thie g 4
profeot maaﬁbc how suoh
projeot will pramote the oountry's
econamio development, taking into
adcount the oountry's humam and
material resouroe requirements
and the relationship between
ultimate objactives of the
projeot and overqll eoconamio
development,

. FAA 8201(b)(3). In uhat vaye
does the act Vity give reasonable
pramise of contributing to

deve Lopment of econanic réesources,
or to inoreasc of produotive
oapacitiga?

nee.is, deaires, and oapaoiticy of
the country!g people; utilize the
cowntry 's intelleotuql resourceg
L0 encourage institutional deve
ment; and support oivio education
and training in 8kills required
for affective participation in
political processes,

As indicated,in the original

CAP, this project providen

the essentia]l transportation
required for Dahomey's

economic development, See

Section ITII.B, of the original

CAP

See Section IIT of the
original CAP,

See Section IITI of the
original CAP,

Improved trnasportation will
brovide the opportunity for
the varioug regions of Dahomey
to have increased contact ang
exchange and wilil tius con-
tribute to g better under.
standing of the requirements
of the various 8reas and of
the need to work together 1in
8n integraieg national effort



?. PFAA 8601(a). Ilow’vill ,
this encourage the oountry's
efforts to: (a) imoreane cham
Jlow of intermational trade; (b)
Joster private initiative and
oowpetition; (o) encourage
development and use of coopera-
tlves, oredit unions, and savings
and loan assootiations; (d)
dtscourage monopolistic praotioss;
(a) improve technioal efficiency
of industry, agriculture, and
oommeroe; and (f) etrengthen
free labor mmione?

FAA 8208(a). Indicate the

8,

amount of monsy under the loan
wvhiok t8: going directly to
private enterprise; going to
tntemediate oredit inst:tutioms
or other borrowers for use by
private enterprise; beirng used
to finance imports from private
8ouroes; or othervise being used
to finance proourements from
privats sowrves.

8. FAA 8011(a)(8). What legisla-
tive aotton ts required within the
recipient country? What ia the

Thls project will directly en-
courage internstional trade bet-
ween Dehomey and Niger. The
regions beilng served ere partici.
pating in & netionael development
program which is attracting private
investment, as well as public
funds. Within this context, agri-
culturel cooperatives are being
encouraged at the village level to
insure greater efficiency. The
project will also permit better
menagement by facilitating trans-
portation between the regional
areas and the government and
management centers in the cepltal
city of Cotonou.

The entire losn amount will be
used for the procurement of goous
and services from privete enter-
prises

None required.

basis for a reasonable anticipation
that such aotion will be leted
in time to permit orderly acoompiish-
ment of purposes of loan?
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Regiomal Goals

1. FAA 0619, If this loan 1s
assisting a nawly tridependent
oowntry, to what extent do the
oitrounstances permit suoh

The total scope of the pro-
Ject 1s being financed in
part by IDA, a multinetionsl
orgenization., See Sections
IV,B. and C, of the originel

assistance to be Mumished

through multilateral organtsations CAP.

or plans?

2, FAA 8209. If this loan ip
directed at a problem or an
opportunity that ie regional in
nature, how does asoistance wnder
this loan encourage a regional
development program? What multi-
lateral assistance ia presently
being furnished to the oountry?

C. Relation to U,s, -Eoonomy

~- . Bployment, Balance of Payments,
Private Enterprisc

1. FAA 88201(b)(6): 108 Fitth.
What are the possible e feots of
this loan on U.S, economy, with
special refercnce to arean of oub-
atantial laboy surplus? Deseribe
the extent to whioh assistanoe

L8 constituted of U.R. ccrmodities
and vervic :, fumished <n a manner
aonaistent with improving the

U.S. balance of paymenta postition,

See Sections III.A.,B. and
IV.D. of the originel CAP,

There 1s no special appli-
cability in reference to
areas of substantisl lsbor
surplus., See Section VI
of the original CAP for =
discussion of the impact
of the project on the U,S.
economy.,
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8. A B0012(D), 836(h). What
steps Rave Deen 22... to assure
that, to the masimm extent poaoible,
Joreign ourrencics owned by the

V.8 od local ourrencies oontri-
buted by the oowntry are utilised

to meet the ooet of contraotual

and other vervioces, and that U.S.
Sorelgn-oumed ourrencien are
wtiliaed in lisu of dollars?

3. PAA 8601(d); App. 0109, If
tMe Toan 1o Jor a oapital pro-
Joot, to vhat sxtent has the

encournged utilisation of
mcriv\; ;‘l‘g profeanional
sorvioes of U.5. fiims and theip
affNliatea’ If the loan s to be
wed to firumou direct ooats for
oometruotion, will any of the
oontraotore be pereons other than
Qualified nationala of the oountpy
or quilvfied oitinena of the U.S.?
If #o, has the requircd vaiver
boen o tuined?

f. TAA 8608(a).  Provide infore
mt{on on monsLres to bo taken to
utllise 1.5, Covermont uzoeow
pereomil property vn lieu of the
promurarncnt of neu 1 teme,

§. Ppu seox, gt afforts have
boen mads 1o gasiat 11,5, amall
bt inase o partioipite aquitably
(a the fumishing of oomod(ties
od servives financed by thia
Lo’

No foreign currencies owned by
the U,S8, Government are avail-
able or iould be used for imple.
mentation of this project. The
MRGD will contribute to locsl
currency costs to the extent
povsible within its budgetary
linitations,

The loan egreement requires that
the Borrower contract with s
qualified Code 941 construction
firm. Supervisory engineering
services will be financed by
IDA and not under this loan.
Agency rules will be followed
with regard to the employment
of third country nationals.

The loan sgreement contains the
standard AID provision.

USG ond AID normsl competitive
bidding procedures will be
followed,



6. MA 8621. If the loan pro-
videa teohnioal aaaiotam,Phw
ts private enterprise on a oon-
tract basis utilised? If the
facilities of other Federal
encies will be utilized, in
What ways are they partioularly
suitable; are they competitive
with private enterprise (if 80,
explain); and how can they be
made quvailable without undue
interference with domestic

programs?

7. MA 8611(c). If this loan
involves a contract for aon-
struotion that obligatcs tin
exoess of $100,000, will it be
on a campetitive basis? If not,
are there faotora whioh make it
impraoticable?

Procurement

1. FA4 Cb‘ofgga). Will oom odity
procurement be restrioted to U.S.
except as othervige determined by
the President?

8. FAA 8604(b). Will any part
of this loan be used for bulk
camodity proourement at adjusted
prices highep than the market
price prevailing in the U.S. at
time of purohase?

Not applicable. Facilities
of other Federal agencies
will not be used in the
project.

The contract for con-
struction will be on a
competitive basis,

Yes,

No,
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S. A B80dre). will art

of Fie Tom Ba uaed for oroente.
ment of any agrioultural oammodity
or product thereof outsids the

U.S, when the damestic prioe of
such commodity {s less than parity?

Other Requiremente

1. FAA 8201(b). Is the oountry
among the 30 countries in whioh
development loan funds may be used
to make loans in this fisoal year?

2. App. WG, Does the loan
dgreament provide, with respeot
to capital projeots, for U.S.
approval of contraot terme and
firms?

3. FAA 8620(k). If the loan is
for construction of a productive
enterprise, with respect to which
the aggregate value of assistaice
to be furnished will exceed $100
million, what preparation ha; been
made to obtain the express aq [rruval

of the Congregs?

No.

In light of the regionsl
character of this project
(see Section III of the
original CAP), the loan

falls outside this limitetion
and is classified as en
Africe Regional project.

Not appliceble.
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4. 80630(b), 630(f): Yes.
Nas % Brestdont ;E%MJ that the

country is not daminated or oontrolled
the internatiomal Commmist move-
ment? If the aountry is a Coommiet
oowntry (inoluding, but not Limited
to, the oountries linted in FAA 8630(f))
and the loan ie intended for eoomowmio
assistance, have the findinge required
by FAa 8680(f) .
been mads and reportad to the Congress?

5, FAA 8620(h), What steps have The standard AID loan
been taken to insure that the loan provision is included in
will not be uned in a manner whi.ch, the loan agreement.

oontyary to the best intercot of
the United States, promotes or

asaists the foraign aid projeots
of the Commmnist-bloc oountries?

6. App. 8110, Will any funds be No.
used tc finance 1:rocurement of tron

and steel products for use in Viet-

Nam other than as contemplated by

#110.

7. FAA B636(i). Will any part No.
of thie loan be used in financing

non-U. 5. -manufuctured automobiles?

If 80, has the requirad watver been

obtained?



8. MA 88630(a)(1) and s): 6200p); o,
T IR any ase ) °

be pumished op Ainds made quatl-
able to the govermment of Cuba op
the Imited Arah Republic?

9. FAA 8620(a), will art No.
of this loan be wed to mpfnaata
amers for expropriated op nationalised
g:operty? If any assistance has

en used for such purpvse in the
past, has appropriate retmbureement
been made to the v.s. for sums diverted?

1o. FAA 8201(f), If this t8 g Dahomey's private enterprise
project Zoan, w.ht provisions haqve will have an opportunity to
been made fop appropriate partioi- contribute goods and services
pation by the recipient ocouwntry's to the project by supplying
private cnterprise? materials and other local
services,
1. App. 8104. Does the loan - Yes; the loan agreement so
agreement bar any use of funds to limits the use of the loan
pay pensions, ete., for pereons funds,

who are serving or who have served
in the recipient country's armed
forces?



12,

13.

14.

19

MA R 901.b. Does the 1oan agreement

provide, for campliance with U.8.
shipping requirements, that at least
50% of the gross tonnage of all
camodities financed with funds made
available under this loan (camputed
separately by geographic area fopr dry
bulk carriers, dry cargo liners, and
tankers) be transportel on privately
owned U.S.-flag cammercial vesgels to
the extent such veagels are availaile
at fair and reasonable rates for U,8,
flag vessels. Does the loan agreement
also provide for campliance with U.8,
shipping requirerents, that at leaat
504 of the gross freight revenues of
goods shipped under this loan must be
earned by privately owned U.S.-flag
cammercial vessels Lo the extent such
vessels are available at fair and
reasonable rates for U.S.-flag vesselg?

FAA. Section 481, Has the country
failed to tuke adequata iteps to
brevent narcotic drugs fram entering
the U.S, unlawfully?

FAA, Section 604.e. Has there been
compliance with restriction against
Procuring with AID funds agricultural
camodities vutside the U.S. whan the
damestic price of Such cammodity is
less than parity.

Yes,

"No. To the best of our

knowledge Dahomey cooperates
with the U,S, ang inter.-
national organizations in
the control of narcotic

drugs,

Yes,



Time Period

1974
1975
1976
1977
1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
1988
1989
1990
1991
1992
1993
1994

The IRR is estimated through linear interpolation to be 6,58%.

TOTAL

ANNEX Il

INTERNAL RATE OF RETURN
TWO-LANE ROAD -- LOW TRAFFIC

(In thousands of dollars)

AID-DLC/P=1025/2
February 197L4

Net Discounted at 7% Discounted at 6%

Costs Benefits Costs Benefits Costs Benefits
6, 302 - 6,302 - 6,302 -
8,402 1, 804 7,856 1,687 7,923 1,701
6,301 1,484 5,501 1,296 5,608 1,321
1,752 1,430 1,472

1,772 1,352 1,403

1,780 1,269 1,330

1,744 1,162 1,230

1,848 1,151 1,229

-1,688 - 982 -1,058

1,996 1,086 1,182

2,084 1,059 1,163

2,164 1,028 1,140

2,272 1,009 1,129

2, 400 996 1,126

2,564 995 1,133

2,808 1,017 1,171

- .924 - 313 - 364

3,016 956 1,119

3,220 953 1,127

3,392 940 1,123

3,500 903 1,092

19,659 18,994 19,833 20,769



AID-DILC/P-1025/2
February 197k

ANNEX 1V

INTERNAL RATE OF RETURN
TWO LANE ROAD -- HIGH TRAFFIC
(In thousands of dollars)

Net Discounted at 18% Discounted at 17%

Time Period Costs Benefits Costs Benefits Costs Benefits
1974 6,302 - 6, 302 - 6,302 -
1975 8, 402 2,608 7,116 2,209 . 7,184 2,230
1976 6,301 2,628 4,524 1,887 4, 606 1,921
1977 2,876 1,751 1,795
1978 3,028 1,562 1,617
1979 3,192 1,395 1,456
1980 3,368 1, 246 1,314
1981 3,548 1,114 1,181
1982 152 40 43
1983 3,928 884 955
1984 4,164 795 866
1985 4,388 711 781
1986 4,632 635 704
1987 4,904 569 638
1988 5,176 512 575
1989 5, 548 466 ' 527
1990 2,055 . 146 166
1991 6,108 366 421
1992 6, 444 329 380
1993 6,788 292 346
1994 7,100 263 305
TOTAL, 17,942 17,172 18,092 18,221

The IRR is estimated through linear interpolation to be 17.14%.



AID-DLC/P-1025/2
February 197k

ANNEX V

IRR FOR TWO-LANE ROAD == LOW TRAFFIC
($000, and with benefits reflecting a 50% increase in petroleum costs)

Net Discounted at 9% Discounted at 8
Time Period Costs Benefits Costs Benefits Costs Benefits
1974 6,302 - 6, 302 - 6, 302 -
1975 8,402 2,049 7,705 1,879 7,780 1, 897
1976 6, 301 1,699 5,305 1,431 : 5,400 1,456
1977 2,005 1,548 1,592
1978 2,033 1,439 1, 494
1979 2,043 1,328 1,391
1980 2,000 1,192 1, 260
1981 2,120 1,160 1,236
1982 -1,403 - 704 - 758
1983 2,289 1,053 1,145
1984 2,391 1,009 1,107
1985 2,483 963 1,065
1986 2,607 928 1,035
1987 , 2,754 898 1,013
1988 2,942 _ 880 1,000
1989 3,207 882 1,010
1990 _ - 508 ' - 128 - 148
1991 3, 461 799 934
1992 3,695 783 924
1993 - 3,893 755 903
1994 4,031 718 867
19,312 18,813 19,482 20, 423

The IRR is estimated through linear interpolation to be 8.65%.



AID-DLC/P-1025/2
February 197Th

ANNEX V1

IRR FOR TWO-LANE ROAD -=~ HIGH TRAFFIC
($000, and with benefits reflecting a 507% increase in petroleum costs)

Time Period Costks  Benefits Costs Benefits Costs Benefits
1974 6, 302 - 6, 302 - 6, 302 -
1975 8, 402 2,976 6, 940 2,458 6, 999 2,479
1976 6, 301 3,020 4,304 2,063 4,373 2,096
1977 3,305 1,864 1,914
1978 3,480 1,625 1,677
1979 3,669 1,416 1,475
1980 3,871 1,235 1,297
1981 4,079 1,073 1,138
1982 711 155 166
1983 4,516 ' 813 876
1984 4,792 714 776
1985 5,047 621 681
198¢ 5,327 543 : 597
1987 5,639 474 524
1988 5,954 411 464
1989 6, 366 363 414
1990 2,919 137 158
1991 7,026 274 : 316
1992 7,413 237 282
1993 7, 809 211 _ ' 242
1994 8,174 180 213

17, 546 16, 867 17,674 17,785

The IRR is estimated through linear interpolation to be 20.14%.
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SUBJECT:

ALu-DLus p~1025/2
February 19Tk

pirerleody ANNEX VII
O0A PPadn (4 ePR) 01110

UNITED STATES GOVERNMENT

Memorandum

PATEEAPR 25 197,

I, Sarah Jane Littlefield, the principal officer of the Agency for
International Development for the Entente States (Dahomey, Ivory Coast,
Niger, Togo and Upper Volta), having taken into account,: among other
things, the maintenance and utilization of projects in.Dshomey
previously financed or assisted by the United States, the Ministry of
Works and Communications' responsibility for uwaintainingi roads through-
out Dahomey, and the previous assistance from other donofs specifically
directed to road construction and maintenance, do herebyécertify that
in my judgment the Government of Dahomey has both the financial
capability and human resource capability to effectively maintain and
utilize the capital assistance project, the Parakou-Malanville Road.



