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PEPARTHENT OF STATE
AGENCY FOR INTERNATICNAL DEVELOPMENT
washirgton, D.C, 20522

UNCLASSIFIED
AID-TLC/P-1033

Juse 8, 1972

MEMORANIUM FOR THE IEVELOFMENT LOAN COMMITTEE
SUBJECT: BEthiopia - Fifth Highway Project

Attached for your review are the recommendations for
authorization of a loan in an amount not to exceed $9, 207,000
to the Imperial Ethiopian Qovermment to assist 1n financing
foreign exchange amd local currency costs of engineering
services amd upgrading end asphalt surfacing of the three
primary roads amd the foreign exchange costs of procurement of
road mainteasnce equipment under the Fifth Highway Project.

Tnis loan proposal is scheduled for coinsidera=ion by
the Developmenrt Loam Staff Cosmittee at a meeting in the near
future. :

Rachel R. Agee
Secretary
Development Loan Committee

Attachments:
Summary and Recommemdations

Project Analysis
ANNEXES I-IX
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AID-DLC/¥-1033
June 8, 1972

ETHIOPIA: Fifth Highway Program

Summary and Recommendation
»

Borrower: Imperial Ethiopian Government (TEG)
Ministry of Finance, for the Imperial
Highway Authority (IMA)

Amount of loan: $9,300,000

Terms: ‘

¢ Interest: 2% per anmum during the grace period: 3%
: per annum thereafter.

‘Maturity: L0 years including a 10-year grace period.

Currency of Repayment: Principal and interest to be
paid in U.5, dollars

Total Cost of Proje-t (millions of dcllars)

IDA Credit 17.0
AID Loan 9.3
JEG Contribution 8.9

35.2

Project Description: The Fifth Highway project consista of the
following camponents: Upgredinge and asphalt surfaclng of three
gravel primary roeds (430 mk); construction of six gravel feeder
roads (LUO km); engineering supervision of the mbove roads; technical
assistance, and procurement of construction and maintenance equipment.
The A.I.D., assisted portion of the project consists of the asphalt
surfacing of the three gravel roads, emergency rcad maintenance
equipment for the IHA, and constructicn supervision services for the
above three roads,

Purpose of Loan: To finance the foreign exchange and possibly local
costs up to ¢5% of the total costs of the construction and supervision
for the asphalt surfacing, and the foreign exchange costs of procure~
ment of the road maintenance equipment.

Backgrourd: During 1971, the World Bank and the IEG developed the
cemponents for the Fifth Hipghwey Project. In April 1972, when it
tecame clear that the World Bank cowld not provide sufficie.t
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9.

10.

Internstional Development Association (IDA) funds to cover the
external Jinancing requirements of the Fifth Highway Project,

the IEG and the World Bank requested that AID consicar elemants
of the program which appeared to be most appropriate for AID
financing, i.2., the asphalting projects and the procurement of
road maintenance equipment, The IEG's frr—=i application for a
loan of $9.3 million for the Fifth Highway Progriun was submisted
in June, 2972. The IFEG hes also applicd to the Werld Bank for an
ITA credit of $17.0 million for the Fifth Highway Project.

Export-Imrort Bank Clearance: Received May 30, 1972.

Views of the Country Team: The Country Team Strongly endorses the
loan and the loan amendment.

Issues: None

Recarnandation: Authorization of a loan to the Imperiel Eitniopian
Goverrnment not to exceed $9,3 million to finance a poru.cn of *he
Fifth Highway Program, in accordance with the draft autherlzation
attached as Anrnex IX.

USAID/EARCDO Capital /.ssistance Canmittee:

Capital Development Officer: John Westley, USAID
General Engineering Advisor: David. Gephart, USAID
Counsel: Robert Meighan, EARCDG

ATD/W Capital Assistance Committee:

Capital Development Officer: Stephen Whitmer
Engineer: Robert Rose

Counsel: Michael Anzivina

Desk Officer: Dennis Baker

-ff~
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AID-DIC/¥-1033

June 8, 1972
CAPITAL ASSISTANCE PAPER

FTHIOPIA: Fifth Highway Program

I. Background
A. Project History

The Imperial Ethiopian Government (IEG) began a major program
of highway development in 1950 and establighed the Imperial Highway
Authority (TMA) in 1951. Under this program Ethiopia's all-weather
road network increased trom about 2,000 kilameters in 1951 to 8,045
kilameters in 1971, including 2,078 kilometers of asphalt road,

5,341 kilameters of gravel road, and 626 kilameters of all-weather
earth rcad.

The buik of IHA's external assistance has came from the World
Bank Group and AID. The World Bank Group has extended a total of
$54.7 millior in loans and credits for road develcmment in Ethiopia,
including 35 mfllion for the First Highway Program (1951-1957),
$15 million vor the Second Highwey Program (1957-1962), $13.5 million
for the Third Highway Program (1963-1958) and $21.2 million for the
Fourth Highway Program (1968-1973). A,.I.D. has provided a total of
$12.1 million in loans to assist the 1HA in conjunction with the IDRD's
Secondy Third. and Fourth Highway Programs.

IHA is presently completing the Fourth Highway Program, with
ussistance from the World Bank Group, Sweden and West Germany. The
Fourth Highwuy Program includes the construction of 850 kilcmeters of
all-weather road, the asphalting of 17C¢ kilameters of gravel road,
rfeasibility ctudies for 800 kilometers of new all-weather roads, and the
usgrading of the THA's organization and mansgement. The World Bank
Group hes provided a $13.5 million IBRD loan and a $7.7 millinn IDA
credit, suprrlemented by a Swedish Coverument credit of $5.8 milliom
on IDA terms, to finance the foreign exchange costs of the construction
of rcads from Bedelle to Metu (130 kilometers) and Awash to Tendanc
(290 kilameters), the asphalting of the Nazareth-Awash and Jimma-Agaro
roads (170 xilometers), and feasibility studies and management assist-
ance. Wes* Germany has provided ioans for $10.0 million to assist in
financing a road fram Dilla to Moyale (430 kilometers) linking Acddis
Abeba to Kenya by all-weather road. (For the above routes, sece Map,
Annex 1I.) An A,I.D, loan of $3.5 million is financing sparc parts,
shop tools aad technical assistance to urgrade the capability of IFA's
central ead discrict equipmeat maintenance shops. (For the desails o
wast IBRD and A.I.D, assistance to !HA, sce Annex III.)

T
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Based on studies firanced under the lFourth Highway Program,
and on preliminary studies undertaken by its Planning rosrmmmings
Divisiecn, THA beran the detailed preparation of the Fifth Highway
Prevram in late L1970, Phe finpal feas bility studies for the rcads
cror-o® for the F.rth Highway Program were completed by INA between
Ausust and Cctober 1971, A Werld Bank Group mission visited Ethiopia
iw N~vember 1971 to appraise the proposed program, and in subsequent
discussions with the IBRD, the IEG apreed that Lhe Fifth Highway Progran
should ineclude the constructnn of six gravel roada Lo 1HA feeder road
s-avdards (440 kilameters), “he asphalt surfacing of three roads con-
structed under previous progrems (430 kilumeters), teclmical assistance,
to the local contracting industry, and yurchase of equipment 1'or emergoncy
rcad maiutenance. The World Bank Group proposed thal 704 of the proposed
program?s total costs of $33.4 miilion be financed by an YBRD loan of
$12.0 millicn and un IDA credit of $12.75 million., The IBRD loan was to
te crrtended over 24 years and bear intercst at 7 wvercent, while the
TDA ~@edit wassto extend on -twndard terms, i.e., repayment period off
50 years with a credit charge of 3/L of 1% per annum. In view of Tthiorin's
rizing Jdebt service burden- a2nd difficult Jong-term balance of ~ny~nonic
rrospects, the IEG cbjected strongly to the inclusion of the 11X loan
in the proposed fipancing package and requested that the Worl:d Hank Groun's
financing for the Fifth Highway Progrem consist entixrely of IDA funds.

The World Bank Group agrced that the Fifth Highway Project finaucing
should te prouvided entireiy through iNA it possible bLut was unable to respond
.11y to the IEG request beciuce "0A t'unda were not aveilable pending the IDA
repienishment. Ccensequently, t“he [BRD and 1FG requeated that A.l1,D. consider
financirg a portion ot the project. Au IEG delegatian visited Washinmtom
in May 1972 to finalize the cetails of th: IDA and AID loans. Durirs there
negotiations, AID representatives agreed to consider financing the World
Pank Group foreign exchange estimates for certain crmponents of the nroject;
i.e. the construction and surervicion for the asphalt surfacing work, and
the purchasc of emergency road maintenance equipment.  The IDA agreed to
inercase IDA funding for the projcct froum $12.795 million to $17.0 million
including an inerease ebout $1 million in loca. cost financing for the con-
structicn of six fravel feeder roads. The IEG submitted a Loan Application
to AID in June 1972.

Y
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2. SBorrower and Implementing Agency

The Borrower is the Imperiel Ethiopian Govermment (IEG). The
adrdnistration and implementation of the Fifth Highway Project ic
the responsibility of the Imperial Highway Authority.

The Imperial ighway Authority (IHA), & cemi-autonmous government
ager.y, was established in 1951 in conjunction with the 1ERD loan to
Bthiopia for the First Higlway Program,. The IHA's governing body ic a
Scard of Commicsioners, consisting of the Minister of Public Works as
Chairman, the Vice Minister of Finance, the Vice Minister of Cammerce,
Industry and Tourism, and two other members appointed by the Emperor.
One of these two members is “he IHA (leneral Manager, who is a qualified
engincer and the executive head of I'A.

The IHA wes recently reorganized with the assistance of management
consultants financed by the World Bank Group under the Fourth Highway
frogram, The reievent aspents of J'A management and organization are
ciscussed in detai) in Scction I1 B telow. (For the IHA organization
chart, see Annex IV.)

s Relationship to ATD's Strutepy in Ethiopie

The U.S. assistance stratesy for Bthiopia places major emphesis on
the development of the agriculiural sccetor, which is the deminant sector
in the Ethisplan economy. This emphacis iz strongly supported by the
IBRN, and it is consistent with the IFG policy stetcment made at the
May 1271 Ethiopian Consultative Group mecting held under the auspices
of the IPRD, which jdentified agriculture as the priority sector for
dcvelrpment, OQther areas of emphasis are higher cducation and
amsroveld financial management.

The proposed rroject will contribute to the econumic developmenti of
EtnZoria by reducing the country's potential debt service burden., The
projent will also strengthen IBRD efforts in future Consultative Group
meetings to coordinate cepital assistance and hopefully act as a
catalyst for increasing ccoher donor contributicns to the develommnent
of Ethiopis. Irn a broad sense thnse are impertent U,35. objectives in
Ethiopis.

D. IZxrort-Import Bank "learance

The Export-Import Bauk Board ol Directer:s roviewed the proposed
lcan on May 30, 1972 end concluded that, in view of the need for concer-
siors) terms, the project wac not uppropriate for Fxport-Import Panx
irancing, .
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i . Technicml Analvsis

A. Proinact Descrijtion

- The nroposed Fifth Highway Projicet consists of the foliowing:

1. VUpzradine and asphalt swfacing of three gravei primary
roads constructed under the First and Third Highwew Prograns:

(a) Welisso-Jirma (223 km);
(») Agaro-Bedclle (95 lkm); and
(¢) lekempti~Ghimbi (11l km).

2. Construction of six gravel roads to all-weather feeder road

standards:
(&) Dilla-Dodola (120 wm);
{(») Bunga-Mizan Teterl (79 km);
(¢} Ageru-Ghera-Chira (N8 km);
(2} Dbejen-Mota (95 hn);
(¢) Geiemso-Mechara (L km); and
(£f) butajire-Zwair W3 xm).

3. 3Supeeclislca of the albove by consultants,

L. Technianl assistance by cons.:ltants to the IEG Planning
Commission Cffice to study rural roads and recomend Lhe organization
necessary for planning, financing, constructing and maiutaining rural
rowis, and tc assise iL carryiag out the recommendations.

5. Technical agsistance to the JIA for man:wement, training,
desipn, plunring, rescarch and road maintenance (total of 1k man-yinrs)
and purchase € tra:ning aids and research equipment

G. AWl to the local vontracting industry, including “raining
by consultaants 1n c¢csting, orpganization and bidding proredures wnd the
provision cf funis four oqguipsent purchases by 3uccessful local bidders
fer road works,

- 7. Purchazse of urgeatly nceded road maintenance equipment, based
on the Phase [ Rupor% of *he IiA Road Maintenance Study.

- The items vropused for ALD f£inancing are the asphalt sugfaaing, of.
Lhe three yprimary roadas /50 km), the purchase of urcently necded road
maintenance equipment, ann the provigsion of construction gupervision cepvi =s
for the th.see primarvy roads. The remaining items are Lo be
nesigtance rror the world 'wi Group under an 1DA ccedil,

"

Clpneeod with

LA
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B. Orgsanization of the !mperial Highway Authority

1. General

-* The T:A .neadquarters is in Addic Ababa where fgcilities include
an adnministration bullding, warehouse, component rehuild shop, materials

.testing laboratories, and a training center at nearby Alem Gana. Tield

crerations are carried out through nine disiricts, each withh ite own
administrative cffices and equfjment maintenance shops under a distriet
engrreer and district equipment auperintendent. The 1FA presently has
ahcut 7500 emplovees, including 5500 regular employ.cs and 2000 day
laborers. IHA owns and cperates about 1,800 pieces of cjutyment, ipn-
cludirg 1,246 pieces of wajor rjulpment (gradcrs, trucks, dozers, che.),
and 589 pleces of minor aud sunrpert cquipment (passenger carsy, compressors,
lubrication units, etc.).

Fraa its establishment in 1951 until mid-1963, the manacsement

" and engineering staff of the IMA were assisted by the U.S. Rureau of

Public Rcads under a management contract financed by the World Rank.
Since May 1953, the manogement of the IHA has been in the hands of

Ethiopians svoport2d by foreign management and technical advisors und:r

individual ccnorezts. The number of foreign advisors has gracdusllv beenu
reduced {n raceant years, and at present totals 20, including 12 technicians
rrovided under the AID-assisted Highway Equipment Repair Facilities Project.

In 1965 the World Bank arrahged for U,S, management consulting
firz, Public Administration Service (PAS), to undertake an evaluvation of
the organization, administration and operations of the [HA. FAS con-
cluded in its report that the INA was generally well managed, but it
recamended a reorganization to improve the Authority's administrative
ard operational efficiency. The I[HA requested thut PAS assist in
carrying out the recommendations of the report, and fundas for a three-
‘year coantract with PAS were provided hy the Werld Rank under the Fourtn
Hiphway Project (Sce Annex 1V tor the IJIA Organization Chart). The
reorranization vas put into eoffct in July 1y70, and iLhe PAS recammendations
for the various IHA divisions have hcen adopted, although there have been
delays in implementing certain impruvements in procedures, Counsequently,
the PAS contract, which was to t:rmirate ln September 1971, was extended
to June 1972 and i3 to be extended ror one member another two years to
June 1974. Under the extension, which will be financed by the World
Bank, the PAS team leader will remauin in Ethiopla to agsist in the
continued implencnbtation of the procedures developed by PAS, particularly
in the auditing and cost accounting areas. The IDA credit feor the
Fifth Highway Project will alsc finance & design engineer o mssuint .
in improviecg the qualdty of desium vork, a.trensportalion plarmor.4o
advise -the Plmoming and Prorracring. Divipion on dmproved planning y"uccduro"‘
aid Birnteriale enrinesr Lo deve wop pavenoat: desiyn @l conpliruct’
practices based on local materiu’s and sub-surface condltions.
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2. TIHA Road Noesien and Construction Orerntion:

) The survey and design of roads for construction or mojor
rehabilitation is the responsibllity of the Desipn Divicion wder she
Qffice of the Chief Engineer, The Design Divisicn has carried out
an increasing proporuion of the design of IHA rcads, although foreign
consultants still design and supervise major recad vrojects. The Design
Division prevared the plans and spccifications for the roads tu be
constructed or curt:ced under the Fifth Highway Projject. The feasi-
rility studles were prepared by the IHA Plamning and Pregrerming
Division. The pians and specifications arc adequate, but will be
reviewed by foreign consultants prior to the completion of the bid
docirents.

Road construction (other than construction by IHA force acccunt)
is the responsibility of the Contract Construction Division, also under
the Office of the Chief Fnginecr. Under the Fourth llighwey Pruject,
this Division supervised the asphalt surfacing of the Jimma-Agaro and
Nazareth-Awasu s-ads, using Ethlcoian staff exclusively. The result
was not entirely satisfactory, and short sections cf the Jimma-Agarc
road were retuilt due to deficicncies in supervisicii, The IHA has
agreed that foreign consultants will assist the Contract Constructicn
Division in the supervision of th: road construction and surfacling
work to be financed under the Fifth Highway Project,

Most all-weather road construction in Ethiopia has been carried
otut by foreign contractors or by IHA force account. The latter nas
prenerally been inefficlient and has diverted funds, manpower, and
squipment frow needed road maintenance work, There are local contractors
“ho could expand into roed construction, but they generally lack experience -
i1 pricing, administration, and have difficulty in financing equipnent
purchases and working capital requiremcnts. The World Bank IDA eredit will
include funds for the training of local contractors and for the pu.-chase of
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aquiprent under loans to >~ ad-inistercd by 4he Agricultural anc
Industr'al Develomment Bank (AIDB). During necotlations, <he = o
Tanx 51 o4p and AZD wil also seekx an IEG and IVA comaitmen® £ b
eventual orege-out of IVA - force account construction of all-weashes
roads.

In the puct, the [HA had & rrovincial Roads Division assist -
provincial and sub-provineial (awraja) governments in the desipn
and construction »f rural Jrye-wcatlier rcads. This divigsion was
replaced under th2 FAC reorpaniz tion by the Direct lubor Constructic:
Division, However, little syura' road construction is bveing undervake:
axnept in conjunction with various externally aided vrojects ‘“and yop
w.rii, Chilalo Agricultural Development Unit, Wolame Agricuwl-usel.
Development Unit, etc.). The ITHA is willing to assist in “hfec ren
r..r i reluctant to do cu in the absence of a ccordinated pgover~mant
irogram which woula fix the responzibility for survey ana design,
reastruction, maintenance und rinancing of rural roads, The 8G,
apder the leacorsnip orf vhe Plenning Commissicn Office (PCOJ, hag
nean censider?-g <&ySs Lo carry oul & rural roads development progyim
tut has 1ot veiclad a final decision. The IDA vreuit will finance
‘he services of i.. erperts Lo aocist the PCO in devising and
carrying out suca 8 r.,ram,

3, IHA Read Maircenance Uperations

-Roed Maintenance is performed by the Maintenance Uranch f
ti2 fOperations Divicion, unier the supervision of the (Chief FEngineer.
fre Vaintenance Broncn supervizes the work or thie nipne districts, each
of wtdch is alvided into cevers) sections, Each section s responsible
for “he meintenance of an average of about Y42 kilareters of asvhaly
read, and 9% kilometers of gravel road., The Muin’cnance hrench
vresently cperates 970 vleces v major and supporting raintenarce
v mment, ectigned a8 indicat~l in the rollowing Lable:

ule [ JHA Meictenane. Districts

Kivtam:ters of Ioad Ioees oF

O.stricts Headquarters Sueebions Asrhalt Crave! arth  kguiymend
) Alem Gana 13 1024 920 20 o7
Yimbolcha 3 34 me 25 170
Adigreat 4 309 570 25 i
Dire Dawe 5 0 0% 395 ‘35
Condar 5 15 50 ~g '
Shashemane 8 1%0 Bhn og 25
Jirma. 4 1h0 L o, 77
Acrary ! 350 NEal BB e
Debre Marves v - 500 s )

Tohal 57 2bna LRUSY 724 R0
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During the preliminary discusstona of the Fitth Highway Project,
Lhe World Bank suggested that JHA camission o study off its road
meintonance operetiors, as & tasis for determinny mainlenance
equipment raquirements over the next five yesrs. The World Ranx,
could only offer to finance the study under the Fifth Highway
Project credit but the IBRD agrecd to include funds under the
crec .t for arrentl; ueeded main' >nance equimment il tie: Road
Maintens-ice S22y oL be financed earlier Ly some othier arency.
A.L agreed on this basis to tinance a six-month study, which Lepan

. late April 1572 and is being carried out by Frederic R. Harris,
.«ﬂ.c., % J.S. ~ort..u.ltz;,nt. The stody will classify all TIIA roads
according vc the econmmically optimal degree of road maintenance and
4111 develop a five-year plan of routine maintenince and rehabilliintion,
together with profecsions of the plan's finsncial. manpower ana
esuinment requiremints nnd recammendations for the eftricient implemen-
tation of the pian. #hile any decigions concerning major techaical
resistan~e inputs will heve to await the campletion . ° the study in
Ostober 1972, ‘= i3 clear that the Operations Division's quarryirng,
sock crushing end asphelting cperetions are a major hottleneck to
inrroved roau nairtenauce And tiui assistance i85 needed in Improving
the utilizaticn i road xm; ntenance equipment, The IDA credit will
finance under the . ropostd Fifth Highway Project services ol ##o expverts
in road mainterance up”"ﬂbidns end mainlenance equipment utiliratic:
(¢ mtn-years cach),

The 73 " will 17quive ms a condition of the ITA credit, that
e iEC and IZA agree to urosen. a4 plan for implementing the recarn-
mr.ma.tion _cnta::.ed ‘n the ~inal Report of the Rrad Mrintenance Study
within a time czhetule tu ne Jetermined during the negotlations between
the TRRD ard the [:3G.

The propcsed procurcment >f urgently reeded road maintenance
couitment 18 Jlscussed in Sectios II.LD below. ’

<. THA Fgulimeni Maintenance Operations

Mainterance of YHA's YW ibway equipment 18 the resvensibility
el vhe Supplies on: Huyulymment Yevigicn, whicn is Jdivided inbo an
Equipzent Branch, Procurement Pianch and Warehousing Branch. Policies
ard procedures ranuals ror cach off ‘he branches were proparcd by PAB.
The recammended Procedurcs tror the Procv.oement Rranch and Warehonning
Branch have teen a-dcjted and implemented throusihmut Lie 1IHA, and an
cloctronic datla procescing cystem has been established [or spare pards
inventerying ard ~ontrel. The vocamamended procedures for the Eealypmen!
"ra.n('h, inclui’ -z he cguimmest management ronerting system, have oo

“ptreuesd ot Lo cerponent reiai2d shop and et the Alem Gana laueie
chep oer & 1L wotie sl ave cobefided Lo e puroduced al the
recuing odpgns distzict aleps With Lhe ascistance of the U8, shep

t-chniciuns re’o=e tre ond or !/,
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C. Asphalting Project
1. Gencral s

The proposed asphalting project consists ol new agpreratn base
aoné tisuninous surface treatment on three existing sravel roagcic bullt »
to primary rcad standards. The Lckempti-Ghimbi and Agaro-Bedellc roads o
Were jnitialiy tuilt under the 1HA Third Highway Progrea (1962-68),
with IERD and AID assistance. The Wolisso-Jimma Road (n the smame trunk
route as the Agarv-bBeaelle Project) waa recoustructed under the 1HA
First Highway Program (1951-57).

2. Design

The road construction under these projects conforms *c A
standards {American Association State Hifghway Ofticials, AASHC, Jiandamds)
for primary rcane in LCtniopia and are a part of the trunk routes (with
similar standards) ecnnactins Addis Ababa and the Ethiopian Portec” Accab
ua the east. These standards call for a crushed aggregate base of 26
feet (8 m) width, with a deuble surface asphelt treatmsnt of 23 fet
(7 m) width providing a grevel shoulder of 1.5 feet (.5 m) on each side.

The moiject design rneovides & roadway foundation of viriahle
crushed eggregate base of 11 to !4 inches (28 to0 36 com) thickiess “or
the Lekempti-Ghimbi and Araro-pPruelle sections and an 8 inches (20 ~n)
telford stone sub-base widerlvinzg a @ inches (15 cm) crushed aggrecatc
bese on the Wolissc-Jimma cection. Hoadway design is based on o P0,20C-
round axle loan.

The praject alio includes the minor repair and modificaticn o7

existing drainage siructures (as required) «~ith existing drainage struct. .o
' w11 bridges meeting (AASHQ) H=20-S-1G loading requirements,

The three projects are .esigned for a double bitwminois surfl:oe
Lyeatment based n Tleast cuct” stape constructicn. The life of ans
bituninous surface is opendent upon traffic, weatner, the shabill:iy
of .he base constructicn and th» capability of the IHA organization to
j2rform adequate routine and neriodic naictenance. The double-bituminous
surface will last for up to 20 years, with careful maintenance

carried out on a regular basis anc periodic resealing.

3. Drairnsre Structures
Tne praojects provide tor minor rerair of existing dralrare
structures =n the legerpti-Ghimoi and Araro-Bodelle seoetions,  Tie

dralnace structurcs wore desispred and buist to pro.ary road stapndnxds

BEST AVAILABLE COPY




-

-10-

under the initial construction prorram (19G2-08) and have proved 4o Yo
adcquate since campletion,

The Wolisso-Jima road utilizes oxizling draingge structures
(ltgltian rasonry type) which have proved adequate over the past 0
yoars. However, all rgjor bridses were fnitially budll to o width
of only 5 mecers. The project provides oo the oxtension of culverts,
Yut since it is not econamically teasidblis to widen or replace major
bridges, the proj=ect will include the placwacar of aporoach signs and
reflective striping of' yarapets to provide adequite warning for narrow
tridges.

4. Present Condition

v

The existing roads werc initially couatructed to modern design
standards regarding aligmmza% and gradient. The roads gererally
tzife:se rolling countryside, although the Wolisso-Jimma road passes
tY¥ouzh the’Give River Gorpe. However, the horizontal and vertical
a.igrments are built to [HA prirary roed standards throughout. The

.. general conditicn of all three roads with respect to cmbaniment
- .ccndition, side drainage, and cut-sections is satisfactory.

5. Mairctenance

The routine maintenance of the Wollsso-Jimma and Aparo-Fedelle
roals will be the responsibility of existing section camps supported by
the Kaffa District ship at Jimra; the r1uvutine muintenance of the
Loxempti-Chimbi rcad will hc the responsibility of section camps
supported by the hos Distriet Shop at Alem Gane.

Civen the other AID and TBRD-supported activities relating
t:. LHA road main-enance activitics and assurances received fram the
IE regarding the implementation ctf the recammendations of the Road
Maintenance Study, these sections and districts ghould have a fully
sdeguate road maintenance capalilily by the time the jrojects are
cumpleted.

6. Technical Stulies

Iraffic studies, teesipility reports, engincering cost estinal
end typical secticn designs “or a'l the piftn Highway Projects were
carried cut by the [fHA and aro gencrally adeqaute, Finul review ot ol

Cinanced by AT will be done by a U.S, vonsultent as part of the

vensultant services contrect for constructicn supervision of the work.

(G}
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7. Construction Cost Estimutes

Estimates for unit prices and quantities were prepared by the Design
Division of IHa. based on two asphalt surfacing projects which have
recently been completed (Jirma-Agaro, Nazarcth-Awash). ‘These cstimaces
have b-en reviewed by IERD and AID and found to be reasonable and
a~ceptable,

The detailed construction cost e¢stimates are set forth in Annex V,
A surmery of the construction cyst estimates is as follows:

Tzvle 7 Construction Cost Estimates: Asphalting Projects

($000)
Local Total
Woligso-Jimma 3202 1613 L4815
Agaro-Bedelle 973 hoo 1463
Lekempti-Ghembi &u45 hzg 1270
Sub-total 5020 252 75LB
10% Physical
Contingency 502 253 155
Sub-total 5622 ?781 303
15% Price Esca-
lation 829 417 1246
Sub-total 6351 3198 - G548
Engineering Supervisicn
{including 5% :contin-
gency) 425 L50 875
Subtotal Road
Surfacang o776 3648 104

The construction cost per kilometers is $21,600 for the Wolisso-Jimm:
rcad. 315,400 for the Agaro-Bedelle road, and $11,500 for the Lekempti-
Gr.ewbi road. The difference between the per-kilometer costs of the Apnroe-
Fvdelle and Lekempti-Ghembi surfrcing projects reflecte the heavier trartic
¢n the Agaro-Bedelle road, which has resulted in greater loss of crushed
material on that rection. The Araro-Budelle section will require an
aliitioral 10 cm cf crushed matcrial, whoreas the Lokempti-Gherbi section
will require only 5 cim. The per-kilomcter cost of surfacing the Wolissc-
J.mma section is higher than e¢ither of the above, since it is in the
pocrest condition and will requive major rehabilitation prior to anplication
of the asphalt.

Y. drgireering Cost FExtimater

Prupineering service cost estirates were based on erplnecring secrrice
casts for present THA projects of a similar nature., U,0. cousultar:
cervice costs were based on vecent (1G72) cost figures for cinsuwltant
cervice contrarts on AID-flranced vrojects in Rthionia, Consultancs mesi-
menths are hased on estinzated uroizct constructieon Yime, rlus six ran-moniis
Jur IFR review,
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The JHA will provide the additional staff of inspectors,
asslstan® project engineer, materials and tesilng, engineerinz -
service venicle, housing and rations.

The eatimated cost of U.S. consultar{ services Lo be financed »
und2r the loan is as follows: ~
Uus
Review of IFB documents (6 man-mont.hs) Ly ,000
Lekempt1-Chimbi | (30 man-monthg) 120,000
Agaro-Bedelle (

Wolisso-Jimma (32 wan-months) ) 2k0,000
% ( ) 555.000
5% Contingency (supervision only 20,000
s $ 555,000

The estimated cost of the engineering service to.be provided by “he
IHA Contract Const- uction Division plus contingencles is U.S. 3:50,000.
The -total project cost of engineering services is $875,000.

9. Technical Soundness

The plans and specificatfons prepared by the IHA for the
Firth llighway Proje~t have been reviewed In detail by A.I.D. englnecrs
and found to be based upon acceptable engineering principles consisten’.
with road facilities deaired by the IEG and consi!dered tecnnically
reasible by A.1.D. The preliminary cost eatimates were Jointly reviocwed
by the IHA and A,I.D. gnd tound to be reasonable,

The ability of the JEG, through the IHA, to support this project,
both threuagh constructlion and subsequent maintenance requirements, have
been exanired thorcughly”in light of past performance g:4 on-going A.J.D.
ard IBRD-supported programs. This project is sound, reasonable and
within the capability of the IEG to successfully implement. .

SRR - [}
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@ & . ituad Meintenaunce Equipment

Cver the past 20 years, the IHA has acquired an inventory of come 2,200
uni' 3 of highway equipment and supporting cquipment. The majority of this
equipment was purchased during the First and Second Highway Prograns (19,0-
63). rarticularly under a US locan of $3.6 million (DLF lean 3.93) authorized
in 191, No sudbs2guant loans have bean made to the IHA by internationali lend-
iny agencies for the procutement of road maintenance equipment, althourh
1: & 1HA was able Lo use most of Lhe specinl Ietter of Credil made available
thru the local cost tinancine for the Third Highwny Project. (AID Loan No. :
€53-1-007) to procwre maintenance cquipment in 1965-68. Af'ter THA requestod
AID {inancing tor a $14% million equipment program in 1967, AID comuissionad
a coasultant to cvaluate IHA's c¢cmpablility for the maintenance and operation
of existing highwey cquiyment and Lo dctermine the need ror additional
cquirment. The consultant's report was submitted in February, 1969, and

* recommended that highest priority Le given to the provision of shop tools,
cpare parts, and technical acaistance to assist the THA in repairing
aguipmert and .in improving its equipment maintenance capability. ©On ‘his

T gvasts ® lcan inftlie amount of U.S. $3.5 million Highvay Equipment Repair

) T-iligizs Prodect, A.I.D. Loan No, 6€3-H-017, wes authorized in October l‘_)69,

. an? executed in March 1970. -

As & resultl of 'he implementation of this project and the introductdion of
A new equimment managuement system into the IHA by PAS, it became evident .ht.
the [{{A had a considerable number of over-age and obsolete highway equipment
units. tarting in 1970, an equipment condition survey was instituted, taking
inio acccunt age, service life remaining, and repair cost. This hag reculted
in the retirement over 40O units of ITHA cquipment, reducing the IHA inventovy
to 1,835 units as of arch 1972, incluling 1258 mejor units and 577 supporling
units. .

1. IHA Equimeent Inventory

The IHA equipment iaventory shows a total of 1,835 units (as of May 1.
197:) of operable and repairable equipment available for use. The assigient,
of this equipment within the THA system {alls irto the two major categories,
reutine road maintenance coperations and force account construction as roted
below:

faule 3: IHA Highway Equipment Assignments - May 1, 1972

Maintenance operations, 9 IHA districtls:

Major units - 743
Minor unitc 187
Bub-toral 930

JOovoo A ount Censtruction
rre;.ots and other

l“3zr units 515
Minor units 100
Sup-total 05

Tosel 1,835
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Maintenance equipment assignments by district are as follows:
Table 4: Maintenarce Equipment Assigrment by IHA District
2]
2 o o ;
g i £ . g
3] g a ST w 9 <
) g 18 28 § § & £ B
Mojor Equipment < 2 & 2 5 8 % & A& ®
;L2ers 21 2 5 4 5 3 3 5 - kv
Loadcrs 1c 3 1 4 2 3 3 5 2 32
Graders 26 10 12 14 15 9 10 9 Hoornn
Rollers 21 7 8 b 6 6 1 9 a4 63
Lowted | ) - 1 - 2 - - - z - 5
Durr Truck - 82 21 25 30 22 b 18 3¢ 18 260
Pickup 1715 3 w0 2 3 3 Y 1 58
Water/fuel Trucks h - - 2 3 - - - 1 0
Flatbed s 4 - 2 - - - - - n
Shop Truck 2 - - 1l - - - - - 3
Truck-Tractor 1 b - 3 - - - 2 - 10
Ven L - - - - - - - - ho.
Crusher 12 6 10 7 b 3 5 2 3 2
Asphalt Spresder - - - - - - - 1 - A
Asphalt Heater 7 16 2 18 - - 2 1 -
Asphalt Mixer - 2 2 2 - 1l - 1 - 8
Asphalt Distributor 6 2 - ¢ - - - 1 - 1
Scraper R S -G S S S S S 1
Suv-total 220 93 68 105 60 43 45 T2 37 743
Minor & Supporting
Fquipment S0 1w 2 18 013 13 2 8
Total 277 1009 Y 129 77 61 S8 Bs kg 930
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e Fgqulpment Requivenents

As uoted above, much of (HA's equipment inventory, ineluding cquipment
assigned to road maintenance, 1s overage and 1s approaching the end of itn
economic life. 7The lollowing table illustrates the age of seven major types
of road maintenance cquipment now uvwned by JHA:

Table 5:
Avereage
Total Year Purchased Ace Standani
No. 50-55  56-60 61-65 66-70 (Yoars) Life 1/
L. Dump Trucks 3% n 137 151 17 9 S5
.. Graders 152 7 31 28 26 10 )
3., R-llers 82 5 34 Lo 3 9 10
4, Icaders 50 2 8 14 26 9 7
5.0 Pick-up 166 2 L 73 87 9 6
6. ‘Crushers 62 71 17 23 1l 12 8
?. Dozers 79 Y 13 52 10 8 a

98T

Te e.rly 1971, the IHA requested that the World Bdnk consider an cx-
virngive nrogram of highway equipment replacement under the Fifth Highway
Trogram. Since most ol the equiyment was Lo be assigned Lo road maintenance,
the World Bank suggested that IHA undertake a study to develop a five-year
road maintenance program, to he the basis for determination of maintenance
equipment requirements. JiI’A agreed, and asked AID to t'inance the study,
since alternative financing would not be available tror a long time, A
consultant was engaged, and the ctudy was started in March 1972.

As part of this study the consultant was to prepare & listing of
roa. raintenance equipment units necded urgently to support the present IHA
road naintenance operation., ‘The consultant submitted the recommended listing
of maianterance equipment units in carly May, This listing was based on Lhe
. fact that most of the 1HA road maintecnance equimment has exceeded lts liie
expectancy and is not rellable cnouh to be utilized for extended periods of
servicn for necded maintenance work.  The consultant rccommended the procure-
ment of 299 units of equipment at an estimated cost of U,S. $5.5 million,

Tt was dotermined, in reviews of this listing by USAID and IRRD
reprecentatives, ‘hat adequate Jjustification for 299 units cquipment to
undertake the type of road maintenance program specifiecd was not fully
documented at this point of study and therefore, pending 2cmpletion of the
study, it would be necessary to reduce this recommended listing to a level
suppertable by known and established conaitions. Using the consultant's
Lasic information, suprlemented by data developed by the IKA Supplies and
kgquipment Division, AID, [BRD, and IHA representatives prepered a more
Jeteiled represectation of equipment replacement needs,

Average useful ceonomic e {years) by standards established by VAD
for the lHA equipment manegement progrem.
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while some overage equipment is actunlly in .elatively pead cowi-! o
due Lo low past utilization, it is anticipated Lthat the rate of utilisntion
ané the consequent rate of retirement of highway equipment will acccloerat.
over the next two years as a result of substantinl rocent improvement in
nquipnen'gmaintenance, The cquipment deadline rate has buocon reduced Lo 17
*54, availability), which has greatly reduced deadline time for individual
Lnits of equirment and increased cquimment utilization. This will result

it ;’quiment reaching the end of its econamic life at much faster rate than
previous!y. It is expected that not lecs than 10% of the existing IHA major
units of cquipment will be retired annually over the next two years, resultine
in a further reduction of availasble maintenance equipment by sare S0 major
urits.

I2RD, IFA, and USAID representatives have examined the priority
® cquimment replacerent needs of the IMA in light of the Phase II (vriority re-
placement) Roed MaZnteuance bludy Report; the HERF Project accomplishment
X and .4ont§.q Report*:; THA studica; arsi USAID site evaluations and conclude
¥ . tmnt a t trenche financing of priority reoplacement road maintenance
© equipmen' is urgently needed by the [lA.

. These basic ‘quipment replacement needs are set out in Annex VI
anrl further verified by the illust.rn.L ive table below:

ESTYMATED RETTREMENT RALE OF 1HA FQUIPMENT

: tstimated .
(May 1972) 5i* 104* 15%* Replacement To be Procured
Type Total 1972 1973 197k lleeds Under the loan
1. Dupmp Trucks 396 15 Lo 60 us 30
2. Graders 152 1 15 20 L2 15
3. Ekollers g2 L 8 . 12 24 o)
L. Loeder 2 3 5 8 16 5
5. Pick-ups 166 8 7 20 45 o
6. Crushers 52 3 6 10 19 !
7. Doze s 73 3 8 12 2 0
Given Equipment Lnventory 987 units
Estimated equimment ratirement 284 uaits
Estimated equimment retained 703
AID yprocurcment u%
Final inventory TC6 - or a 22% dncreasc

* The above retirement rates of equipment are based cn an estimation rade
by the AID HERT/IMA Project Mane~er on Lhe basis of equioment copdition
s2ports from his Cield team. Thase percontiges rbas are stated Lo b
o the dow side for graders, low'=2rs, nizk-dps and cruchers
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The number of loan-procured unita of cquipment listed above and
in Annex VI are zcubject to ed ustment pending receipt of the tinal caoang
of ‘ho Road Msintenance Study. During the impliementation of (i Jonn
sufficient time is provided to make thepo adjustments priov. te procurement
actions,

Although the above table indicates a much greater need for priority
equipment replacement than will be provided by the loan, it is anticipated tlat
the findings of the Ruvad Maintenance Study will reconmend redistribution or
equipment throughcut the IPA Districts tu close a portion of thlis equipmknt
fAD. Below are sumarized the financial requirements for the equipment.

Emergency Maintenance Equipment Requircments

Equipment 2,000 -—- 2,000

Spare Parts (10%) 200 o 200

Procurement 75 —— 75

Sub-total 2,275

Contingency 208 ——— 225

Sub-total '
Equipment 2,500 2,500
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IIT., Econamic Analysis

A, Trersport and the Ethiopian Econany

Fthiopia is one of the largest ccuntries In Africa, with an
arca about tLwice the arca of France and & population of 25 million.
Its topography is daminAted by & vast mountainous plateau with a
mean altitude of 2,000 meters, cut diagonally fram southwest to
northeast by the Rift Valley. The plateau areas generally recelve
high rainfall, resulting in a large number of rivers flowing dowm
to the lowlands through deep valleys and gorges. These topogrhphical
and climatic conditions have made the provision of camunications and
transport facilities difficult and costly. - Consequently, most of the
country and its 25 million population has remained remote fram the
influence and benefits of modern trensportation, and much of Ethiopia's
agricultural and vther potential has been only minimally developed.
Accoraing tc a recent IBRD report, " it is probably true that the
potential need for better camunications, and particularly for lceal
feeder and access routes in the rural areas, is greater in Ethiopia
than anywhere else in the continent at the present time."

Ethiopia's present tramsport facilities are strongly focused
around the capital, Addis Ababa, and its links with the coffee-producing
areas of the west and southwest, Lhe seapots of Assab and Djibouti, and
Asmara. The most heavily travelled long-distznce road route is the 860-km.
road hetween Addis Ababa and Assab. The moat important of Ethiopia's two
reilvays connects Addis Ababa to D)ibouti (about 780 Jm); the other
railwey connects Asmars and northwestern Ethiopia with the Port of
Massawa (about 300 km). The threc scaports each handle ahout onc-third
of Fthiopia's toreign trade., Djiboutl has been losing ground to Asssh
and will probably became even less important with the completion or vhe
world Bank-financed Awash-Terndaho road, which will provide an 1ll-asthalt
low-level route between Addis Ababa and Assab. Domectic air transport is
vrovided by Ethiopisn Airlines, which serves three international airports in
Ethicpia (Addis Abeba, Asmara, Dire Dawa), and forty-three domestic eir-
ports. Ethioplan Airlines intends to curtail its domestic service as the
road system i1s developed.

The bulk of Ethiopia'’s investment in infrastructure has been
concentreted on development of the all-weunther romi sy:stem. Most ¢
this jinvestment has benan Jirected toward expansion of the primary row
system radicting out fram Addis Ababa. While this system is now roiatoet
adcquately developed, there are foew seconiury romds connecting 'he rad il
1inkg, wnd almost a cumrlete abgonce of feeder and farm-to market ronis.
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“here has also been 8 tendency to concentrate on new construction @it the
expense cf road maintenance; this has been primarily a resuls of
det'iclencies in equimrment maintenance and utilization vathor thar un-
willinpgners to allocate tvnds for malntenance, sinec budpetod st ingees
ror roed raintenance have generally been adequate {abwoul $8C0 por
kslrxnctcr in FY 1972). :

{Y1ese probldms are recuysaized in the Firth Highway Projeat.,
The Program includes the upgrading of the two major coffee-export
rcutes and the construction of L0 kilameters of recder road, but uo
primary rcai construction., The Project also includes the provision of
two experts to assiast the IEG Planning Commission Office in its ettorts,
hegun in lete 1971, to develop a program for the rapid construction ot
& network of low-cost rural rcads. %ith respect to road main%enancc,
the Fifth Highway Projeak includes procurement ol urgently nceded roed
neintenance equimment, as recammended in a preliminary report by the
U.5. congultant, Frederic R. Harric, Inc., carrying out the THA Road
Maintengnce Study and the provision of technicians to assist the 1HA

.®n inmprovi.r the utilization of road maintenance equigment. The

extetision =~ the technical assistance under the AID Highway Equipmrnt
Repalr Facilities Project will support the goal of improved read
maintenance ty assisting in the strungthening of [HA'a capability to
adequately repair and maintaln its road maintenance cquirment,

P, Road Transrort

1. Growth of the Rcad System

At the time of the Italian invasion in 1936, there were about
1.200 Jm of all-weather road in Fthiopie (not including Eritrea}.
During the Italian occun2tion, abou’ 6,000 km of all-weather road werc
Suilt, but Sollowing the expulsion of the Ttalians in 1941, constructicn
stopped and the all-weether system was allowed to deteriorate., By
1053, only about 2,000 kn remaincd jussable in the wet sewson, and most
of these rcads were in very poor ccudition. '

The IFEG began a road reconstruction and retabilitation propgrws
in 1950, with assistance from Lhe [irct World Bank loan to Africa. and
establish-d -he lmperial Highway Authority in 1931. inder the Fir;t
Highwey Procram (L951-1057) the (VA reconstructed the roeds most esocutin
for Ethiopie's coffee exryorts (Jirma-Addis Abava, Lekempti-Addis Anava,
Adiis Ahebe-Assub). Under the Second, Third and Fourth Highway Frogroms,
IHA recong.ricted major routes lealding north, east and south from idis
Ababa, extrrd=d the primary svstem further into the coffce-growins arcas JL
western arl Jcuthwestern Ethicpia, and construcied a low-level route
linking Addiiz Abuba with Assab vie rhe Awash Valley (see Fav, Avnex I
and Arnex TII, TBERD and AXD, Assistance Lo the 1HA). As a rosull v

thece prozress end of IHA road counseruction by torce &cenurt outnt b off
the Cirst ~nrough Pourth Highway Pecoresn, Elhiopia's nebtwork o ot
wether rqa o npprodimntely leubled o Yewestio aquring Lhe 10905 mad

doacled Aol in the 10073
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Table 5: Ethiopia's All-westher Road System

~(kilemeters)
Yecar All -weather Roads Other Totn),
Asphalt Gravel Farth Total
1950-51 - 2000 - 2000 21,000 29,000
1057.58 1780 1875 - 2655 20,3y 23,000
1960-61 935 3000 - 3935 19,065 23,000
1965-66 1526 3773 451 5755 17,2k5 23,000
1970-71 2078 5341 626 80Ls 14,955 23,000

Source: IHA

The reconstruction and expansion of the all-weather road
system has allowed significant reductions in road-user costs. Because
Ethiopis's road transport Industry is highly campetitive, these cost
savings have generally been passed on through reductions in freight
rates, which are among the lowest in Africa.

2. Traffic Growth

The expansion of Lhe all-waather rcad system has been accom-
panied by growth In vehicle registration and traffic., Motor vehicle
reglstration incroased fraz about 8,000 in 1953 to 16,890 in 191 tnd

L,2,227 in 1970:

Table 6: Motor Vehicle Registration, 1961-1970

Tractor
Year Cars Buses Trucks Pickups Trailers Totald
Jo61 12,802 812 2,375 2,060 .oB 18,800
1765-66 27,644 2,291 2,071 2,171 1,705 35,082
1969-70 31,162 12,099 2,657 3,041 2,068 he,227
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Although vehicle registration only increased by about
L9 per year over the rive years 1U65-1%70, traffic growth has bhoon
substantially more rapid, as indicated by the averace ennual fucl
consumption increase of about 13% per yrar over the {'ive years, 1U09-
1970, (Vehicle fuel consumption i3 probably a more accurate inticator
of cverall traffic growth than extrapolations from average daily
vehicle counts on individual roads.)

C. Benefit-Cost Aralysis: Asphalting Projeces

1. Gereral

The three roads propcsed for asphalt surfacing are all rart
of the primary road network cxtending fram Addis Ababa into the rich
coffee~producing areas of western and southwestern Ethiopia. The
Wolisso-Jimma road ecovers about two-thirds of the distance between
Addis Ababa and Jimma, and was reconstructed to gencral standards in
the early 1950's under the First Highway Project. (The first third
cf the rosd, fram Addis Ababe to Wolisso, was reco.structed with
asphalt surfacing and is still in relatively good condition.) Jiren
is the capital of Kaffa Frovince and the major coffec-marketing crnter
for all of scuthwestern Ethiopia. Consequently, traff'ic on the Aulls
Ababa-Jirma road is heavy and, in 1970, excecded 200 vehicles per -gy.
The ccnstruction under the Fifth Highway Project of the Agaro-Abera-
Chira rcad (48 km) and tLhe Bonga-iiizan Teferl road (79 im) should
generate substantial additional traffic for the Woliaso-Jimma roand.

The road from Jimw north to Agaro (LS km) was ccnstructed to
gravel standards under the Secoud Highway P'roject and surfaced under the
Fourth Highway Project, The Agaro-bedelle Road wan constructed to
grevel standards under the Third Highway Progroam ~nd caapleted (A
May 1968. By 1971, average daily traffic reached ¥ vehicles, Treswic
should continue to increase rapidly as a result of the completicn 'n
December 1972 of the all-asphalt bedelle-Metu Road, which is beiry

constructed rnder the Fourth Hichway Project. With the asphalt curfueing

of the Agaro-Bedelle section, coffr2 exporters will be able to ship
coffee fram Metu and Bedelle in Illubabaor Lo Jimma, Addis Ababta and
Acssal entirely on asphalt rced, with the exception of a short cstretch
near Asssb., {The Awash-Tenirho road conn«cting AdAis Ababa with Assnh
via the Awash River Valley .. to bte campleted in June 1973.)

The Lekempti-Ghimb:i Road was constructed unler the Third
Highway Project ard camplet-d in March 1&rd, 1t linrs lekemmti,
the capital of Wollege Province, with Ghimbi, the marrzeting canter
fer coffee proauced in western Ethiopia. The road from Teozempti to
Aldis Ababa is primary rocod in relatively ool conditicn: the firct
125 kilaneters troe Addis Absba to Ambo 0 asphalt surfaned, while i

» >

R,
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remaining 200 kilameters to Lekempti is gravel. Traffic in

1971 on the [ekempti-Ghimbi scction averaged 11l vehicles per day,

The extensjon ¢f all-weather roads northweat from Ghimbi to the Sudan .
border at Kurmuk {presently being constructed by IHA ferces) mnd

south west to Dembidollo and Gembela (proposed for the Sixih ¥ighway

Project and now being surveyed) should result in rapid traffic growth
. on the Lekemnti-Ghimbi Rosd.

2. Benefits

The benefits accruing to the Ethlopian econauy fram the
upgrading and asthalt surfacirg of ths three major roads fall into
two cateqorica: reduced vehicle operating costs due to the improvewent
of the surface fram gravel to asphalt, and reduced road mainternonce coests

due to the generally lower annual cost of maintaining asphalt-surfaced
roads in Ethiopia,

. - - Ty | " N k. i
e ittt SN ,

Reductions in both vehicle operating costs and roed maintenance
costs are a function of projected traffic volumes by major types of
vehicles. Traffic projections for each of the three roads may be
bullt up using the following IHA traffic counts and the traffic growth

projections develored under the UNDP-financed Ethioplan General Rosd
Study (GkS) L/:

T i il it

1/ The General Road Study was prepared by British consultants under
UNDP financing, with the World Bank as executing agency.
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Traffic Counts and ProJcctioins, 1971-1998

' -
: vehicle AADT Prejectod Crowth Rutes (f per anrum)
Road Tyre 1971 1070-78 LOTHRG Tahiaan 3
Welisso-Jimms Cars 80 e 7 O
Fuses 65 3 3 3
Trucks 2 8 7 6
Trucks/Trailers _17 10 3 6
Total noh
Acaro-Bedalle cars 73 £ 9 )
Buses L8 5 7 8
Trucks 55 6 7 a8
Truck /Trailers 9 5 T 3
Total 185
Lekom ti-Ghimbd Cars o 10 10 8
fuses 35 10 10 8
Trucks L6 9 9 8
Truck /Trailers 8 10 10 5
Total 111

SCURCE: @RS, Volume 5, Section III

Traffic figures by vehiclce type are projected over the asswumed
Z0-year life of the roads, using the base-year traffic counts and
orojected percentage growth rates, To estimate reductions in transport
rosts (vehicle operating costs), the traffic figures are multiplied
by the estimated cost savings rer kilometer for each type of vechicle
using the road in question, These figures multiplied b 365 pive the
estimated annual vehicle creratineg cost cavings por kiltomeier duc to
imnrovement from gravel to rspvhalt surfacing. The estimated cost
savings per kilmeter by vehicle type are as follows:
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Cost Savings Du2 to Tmprovement fram Grave)l to Asphalt Surfocing
(US § rer Xilameter) '

- - Truck/
Surface Cars Busses Trucks - _Trellers
e - R Y R i R H R H
Sravel L0361 ,037% .10 L1222 L2u 0,239 .352 «513

" Asphalt ,0287 .0300 .083 .006 .161 .196 .287 L426
Saving L0074 0074 .01T .026 .039 043 .065 .087

R-Rolling Terrain H~Hilly Terrain
Source: GRS, Volume 7

.o To 11tlussrate, a truck/trai or travelling the 223 kiometers f'rom
Wolisso to Jirmma can save en estimated U.S. $19.40, in vchicle
operating costs if the road is upgraded from gravel to asphalt.

Given 1971 traffic volumes (17 truck/traillers per day), the total
savings to truck/trailer operators would be U,S. $329.80 per day, or
U.S, $120,377 per year. Road user savings calculated on this basis
increase frem U.S. $6L2,035 in the first year following completion

of the asphaliing project to U.S. $2,111,525 in the twentieth

year. (For the calculations of road user benefits by vehicle %tyoe

and by year, see Annex VTI),

To eatlmute saving:e in road maintenance costs, annual average
daily traffic (AADT) is multiplied by a variable cost coefficient
end the resulting figure is edded to a fixed cost figure to find totel
road maintenance costs rver kiluvmeter., Fixed road maintenance costs
are those which are not dependent on traffic, such as showlder grading,
and draining of drainage structures and ditches, Variable rocad
maintenance costs are those which.depend cn treffic volume aud have
primarily to do with surface condition. Asphalt roads are generally
characterized by high fixed maintenance costs and low variable cosu,
while gravel roads are generally characterized by low fixed costs and
high varisble costs. The fired and variable maintenance costs for
asphalt and gravel primary roads in Ethiopla, as cstimated in the
General Road Study, are as follows:

Fixed and Variable Road Maintenance Costs Per Kilameter

(C.s. §)
Surface Fixed Cond _Veriable Cost
Gravel 341 + 5,40 AADT
Asphalt 1,017 + 0.76 AADT

SQURCE: (RS, Volume 5, Section VII
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_ Whether surfacing a gravel road with asphalt leads to reduced
maintenance costs depends, of course, on traffic volume. Using the
abvve formulasg, it {s more expensive to maintain asphalt roads at any
AADT up to 170 but less expensive to maintain asphalt roads at any
higher AADT. Both the Wolisso-Jimma and Agaro~Bedelle roads had
daily traffic in excesa of 170 ir 1971; daily traffic on the Lekemoti-
Ghimbi road 1s projected to reach 170 by 1976, or two yesrs after the
scheduled completion of the asphalt surfacing. (For the calculations
of road maintenance cost savings by year, aee Annex VII.)

3. Costs

Since costs of maintaining the asphalt roads have been
included in the calculation of road maintenance cost savings above, the
only coats which must be taken futo account in the henefit/cost calcula-
tion are the capital costs of upgrading =»nd surfacing each of the roads
including the cost of supervision. For the purpose of the analysis,
it 18 assumed that the Agaro-Bedelle and Lekempti-Ghimbi projects will
te completed in two years, and that 30X of the coate will be incurred
in the first yvear and the remaining 70X in the second vear. For the
Wolisso=Jimma road, it is assumed that the upgrading and surfacing will
require three years and that 20X of the costs will be incurred in the
first year, 30X in the second year. and 50X in the third ycar. Based on
the cost figures presented in Section II C above, the costs by year will
be as follows:

-

Project Costs by Year (U.S. S Millions)

Road Year 1 Year 2 Year 3 Total
Agaro-Redelle $ 613 $1,431 $2,044
lekempti~Ghimbi 550 1,283 1,833
Wollsso~Jimma $1,309 $1,964 $3,274 $6,547
Tsval {inbluding contingencies) $10,0240
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~26- 2
LT 4, Benefit/Cost Analysis v 55i
The benefit/cost ratio and the Internal Economic Return (ITR) » A ﬂ
- for each of the roads are as follows: ) : - -
_ ¥
Discounted Value at 10X (5000) Benefit/Cost Ratio IER E
Road Benefits Costs :
Agaro-Badelle $2,489 $1,740 1.43:1 13.92
Lekempti-Chimbi §2,552 , $1,560 1.64:1 : 15%
- o ?
Wolisaso~-Jimma $8,539 $5,273 1.62:1 - 15.6%

As shown above, the benefit/cost ratios are substantially
positive at a 10% discount factor, aud the IER'a are 13.9% for Agaro-
Bedelle, 15% for Lekempti-Ghimbi, and 15.6% for Woligso-Jimma. Thus
it is demonstrated that all three roads are economically justified.
(For details of the analysis, see Annex VII.)

D. Economic Benefits: Ross Maintenance

The purchase of emergency road maintenance equipment is an invest-
ment in adequate or improved road maintenance, and as such the economic

benefirs attributable to road maintenance. These benefits Include savings
in vehicle operating costs, savings in future road rehabilitation or
' recongtructicn costs, and savings in future road wmaintenance costs.

Although nn analysis of road mainterance benefits and costs is available
at present, the scope of work of the Road Maintenance Study required
that the Consultant present a benefit/cost analysis of the proposed ifve-

N year road maintenance program and that recommended equipment purchases
be based on this analysis. As noted in Section II D above, the actual
procurement of maintenance equipment under this loan will be deferred

B until the completion of the Consultant's draft final report. This will
ensure that the list of urgently needed equipment items is consistent
with “he Consultant's aassessment of the IHA's overall maintenance

equipment requirements.
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- IV. Financial Analysis
9 . . ,
A. Financial Requirements
The total estimated financial requirements of the Fifth
) Highway Project broken down into 1BRD financial components and A.I.D.
financed are as follows:
[
° »
.
IBRD Components FX Costs Local Costs Total
Construction six gravel
rouds '$ 8,667,000 $ 5,778,000 $14,445,000
® Const.ruction
Supervision 800,000 700,000 1,500,000
SR JUCPUE :
A _ - $ 9,467,000 $ 6,478,000 $15,945,000
. 10% Physical
4 - * Contingency 946,700 647,800 1,594,000
Sub-Total $10,413,700 $ 7,125,800 $17,539,500
151 Price Escalation |
(Construction only) 1,300,000 867,000 2,167,000
Road Construction )
Sub-Total v $11,713,700 $ 7,992,800 $19,70€,500
Advisory Services
and Technical
Assistance 623,000 109,000 732,0C0
Contingencies 10X 62,300 10,900 73,200
Sub-Total 685,300 119,900 805,200
. Research, Training
Equipment & Supplies 196,000 4,000 200,000
- Contingencies Physical 10X 19,600 400 20,000
Price Escalation 15% 29,400 600 30,000
Sub-~Total 245,000 5,000 250,0C0
Loans for Local Contractors 1,500,000 1,500,000
IBRD Total $1l4,144,000 § 8,117,700  £22,261,700

lllllllllllIIIIllllllilllllllIIIIIlIIIlIIIIIIllIIIIIIIIIlIlIlIllllllllllllllllllllllllllllllll

BEST AVAILABLE COPY



-28-

A.I1.D. Components FX Costs Local Costs ‘kTotal
Asphalt Surfacing . .
Three Roads $ 5,020,000 $ 2,528,000 . $ 7,548,000
Contingencies .
Physical 10% 502,000 .253.000 755,000
Price Escalation 15% . 845,000 417,000 1,246,000
Sub=Total $ 6,351,000 $ 3,198,000 $ 9,549,000
Construction
Supervision 405,000 427,500 832,500
Contingencies 20,000 22,500 42,500
Sub-Total $ 425,000 $§ 450,000 $ 875,000
Road Surfacing
Sub~Total $ 6,776,000 $ 3,648,000 $10,424,000
_,/’/E;ergency Road b
' Maintenance Equipment 2,000,000 2,000,000
Spare Parts 10X 200,000 200,000
Procurement 75,000 75,000
Sub-Total $ 2,275,000 $ 2,275,000
A.1.D. Total $ 9,276,000 $ 3,648,000 $12,924,000
Total Pifth Highway
Project $23,420,000 $11,765,700 $35,185,700
For additional details of the Fifth Highway Project costs, see Section II,
C and D, and Annexes V and VI.
b J
B. Pinancial Plan .

1. A.I.D. Component: A.I.D. proposes to f .ance 65X of the

total costs of the road surfacing work, and the emer, ncy road maintenance
equipment. This financing plan covers the World Bank Group estimates for
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foreign exchange cos: financing for these {tems, which A.I.D. repre-
sentatives indicateu lJuring Loan negotiatfons with the IEG and the

World Bank that A.I.D. would consider financing. Based on this

formulation, A.I1.D. vonld finance local costs if a local contractor

receives the award because of the difference between IDA and A.1.D. »e
def{nitions for foreign exchange financing.

The financial blanyfor the A.I.D. portion of the project ,
will be as follows, assuming an A.I.D. Code 941 contractor receives the
award:

Forei)n Exchange Local Costs Total Costs
A.1.D. Loan . $ 9,276 (727)
Road Surfacing | 16,776 - (6,776)
Road Maintenance )
Equipment 2,500 - (2,500)
IEG Contribatipn - $3,648 . 3,648 (282)
Total $9,276 (721) $3,648 (28%) $12,924

In this case, A,I.D. will finance all of the foreign exchange
costs and the IEG will finance all of the local costs.

If a local contractor receives the contract award, the foreign

exchange costs of ithe asphalt surfacing will change, and accordingly the
financial plan will be as follows:

Foreign Exchange Local Costs " Total Coata

A.I.D, Loan _ $ 9,276 (721
Road Surfacing $4,245 (63%) $2,531 (412) (6,776)
Road Maintenance : )

Equipment 2,500 (377) (2,500)
1EG Contribution 3,648 (592) 3,198 (282)
Total §6,745 (52X) $6,179 (48%) $12,924

Under this financial breakdown, A.I.D. will finance all of the
foreign exchange costs and 41% of the local costs, The IEG will finance
59% of the local costs.




-,
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The proposed Loan will be for 40 years, including a 10-year
sgrace period. Intcrest will be 2X per annum for the first ten yeara
and 32 thereafter. The Loan will be made to the Imperial Ethiopian
Government,

) 2. Total Pifth Highway Project: The financial plan for the
total pypject Is as follows:

}oreign Exchange Local Costs Total Codta‘
Iu:Eueaic $14,144,000060X)  § 2,856,000(24%) $17,000,000(492)
A.I.D. Loan - 9,276,000(40%) - 9,276,000(26%)
IEG Contribution 8,909,700(76%) 8,909, 700(25%)

B §23,420,000(66%) $11,756,000(34%) $35,185,700
N : -
' The IDA eredit will finance 49X of the total cosfs, A.I.D. will
finance 26X and the IEG will finance 25X as its contribution.

- -

C. I1EG Abiiity to Provide Local Cost Financing

. The IEG experiences strong conatraints, as do other developing
countries in generating sufficient revenue to finance both recurrent costs
and make a substantial contribution to its capital development., The total
IEG expenditure budget for 1971/72 totala $261 million, of which $67 million
is allocated for capital development. The capital figure is a subatantial
incrense over actual levels of $57 milldion in 1971, and $49 million in 1970
which is an indicetion of the IEG's Incresasing commitment to development.
A.I1.D. supports this shift to development expenditures which has been discussed
in detail in the Ethiopia Agriculture Sector III paper authorired earlier
this vear. Much of the capital development expenditure is directed to the
expansion of the transportation infrastructure in that 538 milliom will be spent
in 1971/72 for highway construction of maintenance activities.

The 1EG has become more realistic in recent years in budget -
estimation and budget practices in general, and accordingly the IEG has been
meeting its commitments to finance its share of foreign donor financed
projects. This has been demonstrated in the past year by IEG performance
for Civil Aviation Improvement project (663-H-0l5) and Malaria Eradication
project (663-H-013) where IEG payments have been made on schedule, To
assure A.I.D. that this practice will continue, the Loan Agreement will
contain a condition precedent to disbursement requiring the I1EG to provide
a description of arrangements that funds will be available on a timely basxlis
to finance the IEG's share of the project,

e

|
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D. Availability of Other Sources of Finance

Ethiopia has been successful in mobilizing financial and
technical assistance from a variety of sources. Major aid donora
other than the Wurld Bank Group and the U.S, include Sweden, Germany,
I*aly, France, the U.K. and the UN agencies, particularly UNDP, FAO
and WHO. As noted in Section I.A. above, the bulk of external financing
for highway development has come from the World Bank Group, which
provided $54.7 million in loans and credits for the First through Fourth
Highway Projects and is considering an IDA credit of $17.0 million for
the Fifth Highway Project. Germany has provided a $2 million highway
equipment loan and a loan for the construction of the all-weather road
to Kenya (Dilla-Moyasle), while Sweden provided $5.8 million on IDA terms
for the Fourth Highway Project. The U.S. extended about §l2.0 million
in A.1.D. loans for road development in Ethiopia. '

As mentioned in Section I.A above, the World Bank Group and
the I1EGC requested that A.I.D. consider participating in the Fifth Highway
Project after it became evident that the World Bank could not allocate
sufficient IDA funds to the project. IBRD loan funds were available,
but the IEG maintained that Ethiopia, as one of the least-developed of
the developing countries, should not have to borrow at relatively hard
T13RD terms (7-1/2%, 25 years repayment) to finance basic infrastructure
development. Both the World Bank ard A.I.D. concur in this position.
The only other possible sources of substantial concessional financing
for the Fifth Highway Project were Sweden and Germany. However, Sweden
had already declined to participate in the Fifth Highway Project due to
Sweden's heavy involwement in two major agricultural projecte in Ethiopia,
Germany indicated that it would not be prepared to provide further major
financing for road construction in Ethiopia until the completion cf the
Dilla-Moyale project in 1974. Consequently, in view of the Fifth
Highway Project's high prioricy and the IBRD and 1EG request to A,.I.D.
for agsistance in financing this project, A.I.D. agreed to participate
with the IBRD in funding this project. ’
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E. Ability ot IEC to Repay the Louu

o The IEG's outstanding foredign debt (inciuding private loans
guaranteed by IEG financial institutions) increased fram U,S, $182
million at the end of FY 1970 to U,S. $204 million at the end of FY
1971, cor by about 12 percent. It was distribnted by creditors as
follows: V

CUTSTANDING IEG FYTERMAL DF3T, JULE 30, 197

v.s. $
(Millions)

IBRD/IDA 76.3
United States 69.0
Italy 23.1
USSR 12.2
dest Germany 7.2
Czechoslovakia 3.9
Sweden 3.9
etherlands 3.5
Yugoslavia 5.1
United Xingdam .5
Switzerland A
capan .3
Bclgium 3
. 203.7

It may be ncted that loans to the IEG fram the U,S. ard IPRD/IDA
camprise approxirately 70 percent of the total external debt cubctanding,

The c¢xternal debt servicing situation has improved slightly over
that of FY 1971 because of the IEG decision to rely much more heavily on
concessional loans and less on debt with cammercial terms.

External debt servicing outlays (principal and interest)dnring the
vast five years and projected through 1978 are shown in the Table below
in relation to actual and projected export earnings. In the debt servic»
projections it is assumed that new debt will have the same terms a5 have
characterized loan cammitments to Ethiopia in 1969, 1970 and 1971. Zxport
rrowth s projected at 3.1 rercent, the empirically observed average aniual
growth rate over the past ‘ive ycars, Under these assumptions, the debt
service ratio (razio of debt service to cxports of goods and services) is

st o
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® ) LCthiopia's Debt Service Burden
i Py . (Eth. § Million)
Actual
Debt Service '~ Exports of Ratio of Debt
Principal and Goods and Services to Exports
Year e Interest Services of Goods and Services
1965 26.6 > 400 6.1
1968 29.92 409 7.1
1967 38.9 388 10.0
1968 45.3 438 10.3
1969 51.9 455 11.4
1970 58.4 467 12.5
e * Debt Service Projection Ratio of Debt Service
' Principle and Exports of Coods to Exports of Goods
_Interest 2/ and Services b and Services
N L - -
*Ton 60 481 12.4
s 1872 62 496 12.5
1973 - 65 512 12.6
1974 . 66 528 12.5
1975 68 544 12.5
1876 72 561 12.8
1917 18 s7e 13.4
1978 81 ’ 596 13.5
13.4

1979 83 615

a/ These projections assume that the time stream of future debt-service
payments per dollar of new debt is the same as that for new commitments madc
during 1969-71. A.I.D. estimates of total new borrowing (gross diasburscments)
each year are:

FY 71 US $38 million FY 75 US $43 million
FY 72 US $38 million FY 76 US $43 million
FY 73 US $38 million FY 77 US $43 million
FY 74 US $38 million FY 78 US $43 million

b/ These projections assume an annual growth of 3.1 percent in exports of
goods and services, based on the empirically observed export performance of
1965~-70.

ey AvsAll AR E COIPY



-34=

frojected to increasc from 12.5 percent in 1970 Lo 13.4 percent in 1979.

it should be emphasized, however, that an assumption of continued
availability and use of cciacessional loans underlies this result. Thus,
AID concessional term lending (i.e., 4O years malurity, i0 years grace.

and O percent interest uuring the yrace period and 3 percent therenfnr)
would appear Tully Justified and in egreement with the INRD recommendotion
in its November 1971 report. The World Bank Group itself has substantinlly
incrzased the share of IDA lending to about 50 percunt of cammitments in
1770~71, and intends to increase it more as availability of IDA funds permit,
Under these circumstances, Ethiopia should be able to service its dobt
during the 1970's. Therefore, A.I.D. believes there is reasonable
vrospects for repayment of this loan.

B g T
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V. Cther Cunsiderations

A. Impact on the U.5. Econamy and Balance of Payments

This loan will not conflict with any U.S, business lnturests, nor
will it have a significant adverse impact cn the U,S. balance of paymenl:s,
since the AID loen will finan:e vrimarily if not entirely foreipgn exchany e
~oste, The U,S5. balance of payments will benefit tram the export of rual
construction and maintenance equiyment and cornsulting and technical servicer
which will be financed under the loan. The purchase of U.S, roed main-
tennnce cquimment by the IHA will Incrcase the anegree of standardiration on
7.8, equimment and should lead tu substantial purchases of' spare parts wnd
aiditicnal cquipment fram the U.S.

E. Effect on Private En'erprise

Although the loan will be used to finance a public program, the
primary beneficiary will be private enterprise in the U,5. and Ethiopie. The
leen funds will be available to finance contracts for goads or services with
private U.S, firms, local firms and Code G4) firms. The project beneflts will
accrue principally Lo road users in Ethiopia's private sector.

€. Impact on the Enviromment

The improved design and asphaltinz of the three roads financed by
A1 will eliminate currently scrious fallures in the reoads pavement and te
designed to prevent bank erosiou. The drainmge atructuvres will be conctru-ted
{0 minimize the disruption of natural t'lown of water and channeled to maximitc
the use of water for irrigation purvoses, The aaphalting will reduce the air
pollutiern caused by dust in the viilages adjarcnt to the three roads.

The gravel roads financed by IERD will oupen up new land for cultd -
vation and allow agriculture cxtension scrvices to reach new arcas. These
extension s=rvices will provide guidance both 2n methads to increase agri-
cwlture production and on soil censervation techniques. The roads will be-
avsigred and constructed to minimize the erosion of embankments according
Lo ¢ound engineering practices. '

ire IBRD provided technicsl assistance to the local contracting
insustry ant JHA will emphasize the use of loral materials in construction,
‘he instruction will include techniuucs of erosion control for rcad con-
structicn and improving borrow pits. Tre total project will have & bencticial
«I'’2ct on the envircnment.
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Vi, Implementation

A, Aspheliing Prciects

Biddirag for the construction contract for the three asphalt
surfacing project.s will te open to U.S, firms, other AID Cude G4l
ccuntry firms and local firms. The IHA has agreed that the three
prcjects can te bid as cne Job in order to meke the project
atiractive for U.S. contrectors.,

Engineering services for both the roview of bid documerie and
savervision of construction will be provided by a U,S, consuvliting

Tirm working with the staff of the IHA Contract Constructicn Div.siou,

Cre U,S, engincer will arrive four months prior to the issuance of
rid documens 0 review the plans, specifications and cost estimmtes
wod Lo 8ssist the IHA in preparing contract documents suitable for
bidding by U.S, and othe. Code 941 country firms as well as local
Jirms. Fellowiny issaance of the bid documents and review and
z2:.0dysic or the vids, he U,S, engineer would direct the supervicsion
oo congtruction ol the Wolisso-Jimma Road, and an additicnal U.S.
rernauer. woilld arrive Lo supervise the construction of iLhe Avroo-
t2celle uad T2kenmpti-Ghimbi Reads.

Baszed on th~ surtucing projects carried out under the Fourth
sighway Progrem, the 15A Desipn Division estimates the coumpletion
*ime for the thrce projects ut 32 months for the Wolissce-Jimmra Kead,

“hin

Authorization of Loan June 1972
Notice of Tntended Procuremeanl for

Engineering Services June 1972
T'requalificec.on of Consultants September 1072
Selection ¢ Ccnsultants Cetotrer 1977

Satlsfactio:n Initial Conditious Precedent
Arrival ot 11,5, Engzineer in Ethiopia

November 19372
Decemrber 11372

Notice of Intended Procurement for Contract January 1973
Conpleti-n »f Review of 3id Documents -
ard approva. hy AID March 1973

Prequalificaticn of Contractors
Issuance of xid Document:

April 1973
April 1973

Award of Contract Juae L7123
Arvival of edditional Jy.s5, engineer and .
beginnhing o constructiun July 1973

Campleticu of Agaro-Bedelle Road
Completion of Lek-anptl-ghimbi Road
Complevicn ol w.lisso-Jirma Road
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Se plomber 1974
Howenaber 10k
March Lorfe

. months for the Agaro-Redelle Road, and 16 months for Lhe lokempti-
ahi Road. The project scacdule is as follows:
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B. Procurcment of Road Maintenance Equipment

[HA Intends O procure road maintenance cquipment, from e
U.S. using lis own Procurement Branch. The THA may salso use the
services of *he Arro-fnrerican Rurchasing Center (AAIC) of N:w York.
‘Zre procurement schedule for the road maintenance equipment. is uas
fcllows:

June (2
September 1972

Autheorizatinn of Loan
A.I1.D. Apprcval of B!d Documents
Satisfaction of All Conditions

Precedent Jannarvy 1973
Issuance ot Bid Dociwents to
Sapnliers Janviry 1973

Avard of Bids February 1973
Arrival o Rcud Maiuntenance

Eguiorent {n Evhlopia September 1973

C. Distursement Sehedule

3033 on the above schedule, the srhedule of cumuile® “ve “onn
nts ar 01 June 30 and December 31 of each yoar is as ' o

disburseme

Asph&‘tjnf, Road Maintenance
Projects —/ Equipment
Dererber 31, 1572 - -
Jure 30, 1973 .6 -
secember 31, 1LTS 1.2 -
Ju2 3%, 1974 2.3 2.5
Tezznber 21, Y4 3.4 2.9
T2 30, 1975 b, 2.5
Tecemcer 31, luf, 6.2 a5
June 30, 157€ 6.l JeD
December 31, 976 6.3 2.9

YII. 1:zsgues

Hone

)

3

rotained for oane year following coumpletion of proje-..

Me— e s - 72 ST -
N Le s et e = .

Assumes contingern:ty reqilired and S% o1 constructisn contrac, prle
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AID-DILC/P-1033
ANNEX I

CHPECKLIST OF STATUTORY CRITERIA

- Many of the questions require only yes or no answers, Others, howcever,
must be answered more fully. In those cascs, a specific rcference to
explicit discussion of the matter in the 16an paper will suffice, But

. where thc loan paper does not.deal explicitly with a matter that clearly
Tequiges morc than a yes or no responsc, sufficient response must he
nade to indicate that the matter has been appropriately considercd,

The following abbfevi&tions are uscd in the chceklist:

FAA. - Forcign Assistance Act of 196], as amended, 1ncofporating amendment s
effected by the Foreign Assistance Act of 1971,

Api. - Foreign'Assistancc und Related Agencics Appropriations Act, 1971{
MMA - Merchant Marine Act of 1936, as amended

* 3 Snace. for@answers bs provided in the margin to the right of cach question,

™% form must be mad2 a part of the Capital Assistance Paper.

-

I> COUNTRY PERFORMANCE

A. Procrsas Tavards Country Goals

as  £AM dudUl(D}(a{d.ZUI(b)(7), The Third Five Year Plan (1968-17/3)
291££ZI§Z%HEQ£: Discuss tie extent puts major stress on increased {oud
to wnich the country is: production and improved marketing ot
g . ricultural products, and allocale:
(a) Makmg qppropmato ?considerably higher level ot
efforts to increase food projected cxpenditures for arricultur
production and improve than in the past.
means for food storage and

distribution.

(b) Creating a favorabts Ethiopia provides ‘ax holidays

elimate for foreign and ' duty free entry pruileges to roreipuers

domeatic private enterprise investing in needed develormen! jrojecis

and investment. The government plans to establish a
trade and investment center .o asoisi
busiuessmen to improve rurther ..o
Luvestment Proclamation,

() Inereasing the people's Villagers in certain parls of Brhiopa

role in the developmental are building schools, water systems

process. and tarm-to-market roads and nre
modernizin, “arme with e el on oy
Sweden, ot al', This iz on a moedest
scale so far but is an aprreciable
start,

i aialid o

RO
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(d) Allocating expenditures
to davelopment rather than co
wmecessary military purpoees
or intervention in other free
countries' affairs.

(e) Willing to comtribute
Sunds to the projeot or
program.

(f) Making econamic,
social, and political
reforms such as tax
collection improvemcnts

amd ahawane s TAand tonure

~ - e

Qi ddryjencisby unu- 1IN viey
progress touard recopeet
for the rule of law,
freedom of exprescsion

and of the prrss, and
recognising the importance
of individual freedom,
initiative, and private
enterprice.

(g) Responding to the
vital econuamie, political,
and social concerns of ito
people, and demonstrating
a clear delarmination to
take offective self-help
meacures.

See 1,D,, < below,

Tae IES will ¢ atribute
app- - imately $8.9 million
to the total project.

The treditional monarchial .ystor.
in Ethiopia is graduvally troadern’ - -
The IEG is allowing prezxter freedo-
of expressicn, although the press
still largely government-coulroll.:d.
There is a 19 year old elected
Parliament with some, if limited,
erfective powers. Entreprencurs
operate fairly freely, and : rude
unions are beginning te hove wn
indepcendent voice. The coveroment
is seveking Western advice in leenl

matters, caxation, tivance, private

enterprise, aud iutormation service.s,
The Minlstry of Land Retorm and
Administration has developed lant
retforim legislation which ia pyrogent ty
under consideration Ly the Parliomece:-
and may be pranulgated this yenr,

The 1IEG has strengthered its comenc-
ment to development (s reconl yerors,
and has chown A new willinness o
take meaningful zelf-hely -rusoros
in order to carry 2ut the Third-Y. ar
Plan (1968-1973).

BEST AVAILABLE COPY
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3. Relatioms with the United Statea

1. FAR 5330(‘2_)_. Is the govers- o such indfbtedness i8 e
rent incebted to awy U.S, oftisen nown to exist,

for coods or services flumished : .
or ordered where: (a) such
citizen has exhaueted availadle
1 remedies, tnol
Ltration, or (D) the dedt is
not denied or contested by the
govermment, or (o) the indedted-
ness arises wnder suoh govern-
ment'’s, ar a predsosseor's
wioonditional guarantee?

3. F1A 8620(d). If the loan is Not applicable
intendsd for oomatruotion or

operation of oy prodictive enter-

prises that will oompete with U.S.

enterprise, has the oountry agreed

that 1t will estadlish appropriate

proosdures to prevent export to

the U.S. of more than 30% of its

enterprise’s amnual production

during the life of the loan?

Lo il
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3. PAa 8630(e)(1). Ham ¢he
ocountry 's goverrment, or any
agency or subdivicion thereof,

(a) nationalized or expropriated
property owned by U.S. citiaens
or by any business entity not less
than S0% benefioially owned by
U.S. citizsens, (b) taken stepe to
repudiate or nullify extsting
oontracta or agreements with such

- cittzens or entity, or (c) imposes

or enforoed disoriminatory taxes

‘or other exactions, or restriotive

maintenance or opsration conditions?

If so, and more than six months has

elapsed since such occurrence,
tdentify the document indicating
that the govermment, or qpprovriate
agenoy or subdivision thereof, hae
taken appropriate stepa to digcharge
its obligations under internatiomal
law toward such citisen or entity?
I{alcea than aix months has elaveed,
vhat atepe if any has it taken to
discharge tts obligation:?

¢. Faa 8620(j). Has the country
permtted, or fatled to take
adequare measwres to prevent, the
damage or destruction by mob aotion
of U.S. property, and failed to
take aopropriate measures to pre-
vent a recurrence and to provide
adequate oompensation for such
darage or destruction?

| BEST AVAILABLE COPY

No to first question.
Second question no
applicable.

No.




§. PAA B€20(1), Has the m. = Yes,
mmt Tnatituted an invut»:::‘

guaronty program wndap

FAA Q221(D)(1) for the spseifie

risks of inoconvertibility and -
¢propreiation or onflsocation?

8. FAa B630(0): Fishermm's No.
Protective Aot OZ‘ 1359, co_amended
#otion 5, Has the country eelzed
or irposed aty penalty or sanation
apxinat, aty U.S., fishing vessel on
aocowit of its fishing acttvities in
tntematicnal waters? If, as a ,
regult of a seisure, the U.S.C, kas
mads reimbursemmnt wndsr the pro-
yieions of the Pisharman's Proteotive
Aot and such amownt has not been paid
in full by the eeising cantry,
identify the doct:montation which
dssoribes how the withholding of
assistmice wnder the FAA h-s been op
will bé aovomplished,

?. FaA 8620(q). Has the oowntry No.
been in 35?'@4§t, du ing a pertod

tn exoess8 of six montha, tn pay-

ment to the U.S. on any FAA loan?

8. FPAA 8620(t). Have diplamatic No, to the first question.
relationa between the country and Second question not
the U.S. Leen cevered? If 8o, applicable, .

have they been renaved?




- C. PRelations with Other Nations and

the U.1N. ’
- 1. FAA 8620(<), Has the cowitry No, as far as known. .

been offictally represented at -
any internatiomal oonference vhen

that representation inoluded plarming

aotivities tnvoluing tnswurrcotion

or suwvereion directed againat the

U.S. or countriss receiving U.S.

asgigtance?

8. FA4 88620(a), 820(n); No, as far as known.
i Has the

cowntry sold, furmished, or per-

mitted ships or aircraft r

tt8 registry to carry to Cuba

or Jorth Viet-Nam items of

econamic, military, or other

assistance?
3. FAA 8620(w); App. #1088 What Ethiopia is not in arrears
18 the status of the country's in 1ts obligatione to the

.. The loan sgrecment
will restrict the loan
funds to the project.

U.N. dues, aageasmentg, or other
obligations? Dces the loan agree-
ment Lar any use of funds to pay
U.N. asscosmentr, dues, or
arrearagea?

D. Military Situation

1, FAA B620(1). Has the oowntry No, as far as known.
, engagea in or prepared for
. . - aggressive military efforts
direoted against the U.S. or
countries reecciving U.S.
assistance?

BEST AVAILABLE COPY Q\’b
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sanoes.) Has the country

spent comey for acphisticated weabens? The answers to the last

BEST AVAILABLE COPY

three questions are no.

7
>~
r )
) 2. FAA 8620(s). What ie (a) About 30% of the country's 3
the peroentage of thccomt'fy 's budzet is devoted to defense .
. budget devoted to military pur- and security purposcs,
poses, and fb) the amount of Little foreign exchange is
the comntry's foreign ‘.‘M‘ used to acquire military g
rfao.uncca “‘".d to amquire equipment most of which is - i
military c'qu‘l.pl.mnt? Is the grant financed under U,S. B5
oountry ‘?‘””h'"g U.S. develop= MAP. The November 1968 o
ment assistance or P.L. 480 report of the Fthicpian 3
sales to military expenditures? Study Team (Bell report)
Ie the oountry diverting its concluded that "Ethiopia is
® ' own resources to wnneosssary not diverting United States 3
military expenditures? (Findings  cconomic assistance nor its 3
. t}ﬂ ﬂ!“; Q“’B:w"-staz *: be made own resources to unnecessary .-
| P or eaoh oowniry a ast onoce military expenditures.” The A
~* sach fisoal year and, in additiom,  findings of the Bell Report b
s as often as may be ired by a were reconfirmed in December g
¢ - - material change tn relevant 1971. ;




II., CONDITION OF THE LOAN

A,

Ceneral Soundncos

~= Interest and Repayment

1. FAA §820 V1{! gé.‘

Te the rate orf’ Tnterest (Tdeseive.
or unreasonable for the borrover?.
Are there reasonable prospests for
repayment? khat te the grace
period interest rate; the following
period interest rate? Is the rate
of intsrest higher than the
cowuntry's applicable legal rate of
intereat?

Pinenoting

1. FAA 8201(b)(1). To what extent
oan finmioing on reasonable terme
be obtained fram other free-world
sources, inoluding private sources
within the U.S,?

Foonanic and Technical Soundness

1. FAA 88801(b)(2), 201(e). The
activity's economic and teohnical
aowwdiness to undertake loan; dose
the loan appitoation, together
with information and assurances,
tndicate that fundn will be wsed
in an economically und technioally
8ound mannegr?

BEST AVAILABLE COPY

The lcan tems are low and
reasopable. There arc
recasonable prospects for
repayment. The grace pericd
interest rate is 2%
followed by an interest ra‘e
of 3% for the duration of
the loan. The answer to the
last question is no.

Concessional financing uot
believed available for
purpose of this loan from
other frec world sources.
Need for lenient termns,

size and purpose cof loan
preclude consideration

of other private or official
U,S, sources.

Yes, See Sections II and

III of Capital Assistance - o

Paper.

el
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2. PAA B611(a)(1). Have The necessary engineorings ’
engincering, financial, and and fingnciel vlannin for g
other plans necescary to the project, has been com- b
oarry out assistance, and a pleted (see Sections II, 1V 3
reasonanly firm estimate of and VI of the Capital -
the cost of assistance to Assistance Paper) and reason- L
the U.S., been completed? ably firm cost eatimates v i
have been obtained (sec N
Annex VI. B
3, FPAA Be11(b); App. K101, Not applicable. ;
If the loan or grant is for a 3
*Mtgr or related land-resource é
oonstruotion project or program, %
do plane itnolude a coat-benefit ;
oomputation? Does the projeot %
or program mest the relevant 4
U.S. conatruotion standarra 3
and criteria used in detcrmining §
Jeasibility? %
&
g. FaA 8811(3). If this {5 a Yee, the Mys#ion Director
C@im Project with has so certified. See :
U.S. financing in ezcess of §1 Annex VIII . 4
million, has the principal A.T,D. :
officer in the acountry ccrtified
as to the oowntry's capability
sffectively to maintain and
utiliaze the project?
B. Relation to Achievument of Cointry The lcan will be implemented -
and Reatonal Coals by the Imperial Highway i
- Authority. It is intended ’
-= Country Coals Fo help gtr?ngtr\)er} Fh"f'r‘ . 1’
instituticn's adminis.urative :
1. FAA R8207, 281{a). Deocribe und technical capabilitics. i
thig Loan's reiation to: The roed usphalting made '
possible by the loan should ’
a. Institutions needed for contribute to imnroved !
a demoractic cociaty and to services on by for the ?
asgwre masimum partiotpatiom rcop}e end :ogreatc:r ;
om the part of the paople in popalar incentives toward
A locel eccrnomic developronn.
the task of eocnanic development. :

BEST AVAILABLE COPY
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b. Enabling thc country to
meet its food needs, both frem
o148 Oown resourcea and through
development, with U.l, help,
of infrastructure *to support
increased agricultural
productivity.

6. Mseting incivcasing need
" fur trained manpowver.

~d. Developing programs to
meat public health needs.

e. Assisting other important
econamic, political, and scctal

for planning and purlic
administration; urban

of exiating lava,

2. FAA B201(b)(4).
activity's oonstotency with and

relationship to othcr development
activitiea, and its contribution

Properly maintained and asvhalted
roadsy will facilitate the
movement of egriculture oroducts
and of agricultural inpruts
needed for increasged agricultural
productivity.

Mot applicable for AID inputs.
However,it is a goal of II&D
inputs which AID supvorts.

Not applicable.

The loan will assist in the
maintenance and improvement

B R T e B e 1 b e e T e e s e
RPN m‘ P PEN PH n.a,;i{’mm’ i ek B LT ey e S

.

devalopment activities, tnolud= of Ethiopia's roed systenm. :
ing industrial dev:lopment;
growth of free labor wnions;
cooperatives and voluntary e
agaroeicay umprvvemant of 4
transportation and camminica-
tion systeme; capabilities g
o
development; and modernization
Describe the The loaun is crucial to the
realization of the Third Five-
Year Plan's objective oI
improved road maintenance and
to realizable long-reme objcctives, increased emphasis on road
improvement. For further
BMALly51s sc¢ Section IIL rer “he
Capital Assistance Paper. i
;
L
L

p o, * R En
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3. FPAA 8201(b)(8). How will the
activity to ba [inaiced contribute

to the achievement of self-sustaintng

growth?

FAA 8301(f), If this is a
pnoaeat loan, describe how euoh
project witl pranvte the ocowntry's
economice develapment, taking into
account the country's human and
material resource requirements
and the relationship betwsen
ultimate objactives of the
project and overall econamic
development.

5. Faa 8201(b)(3). In what ways
doe. tne activity give reasonable
praniee of oontmbutuxg to
deueloment of cconomic resources,
or to inardase of productive
oapacitian?

6. FAA 8281(b). How doce the
proc ram r which assistaice is
provided recognize the partticular
neeu., desires, and capacitiec of
the country's people; utilise the
countrv 's intellectual resources

to cncourage institutional develop-

ment; and support civie eduoation
and training in akills required
for effective participation in
political procecses.

See Section III-C of
the. Capital Assistance Paper.

The loan will assist the IEG
in increasing its traincd
manpower punpl and utilizing
its existing material resourc
more effectively.
analysis see Section III >f
Capital Assistance Taper.

The loan will assist the
Imperial Highway Authority
in increasing the product-
ivity of its equipment main-
tenance operations and
consequently of its roed
maintenance and construction
operations.

The loan will assist the IEG
in meeting the transportation
needs of the Ethiopian peonlec

For further

PSRN CICE o
EVDIIACTACI L Y P W
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7. PAA 8601(a). How will Tha loan will encourage ’
B ' 2 -
. thia loan ena:{;xu;aq! tha OWJUV 4 Ethiopia's efforts with respect '
~ afforts to: (a .tﬂa?w'b‘ o to (u), (), (c), (d¢), and
flcu. of tr.stcmftqnq t‘l‘ad‘. (d} (e) through providing Letter >
foster privats tnitiative and end cheaper transportation. -
oompetition; (o) enoourars Pert (f) is not applicable. ,

L

development «.d use of coopera=-
tives, credit wnions, wnd savings
and loan aseootiations; (d)
discourage monopolietio practioes;
(e) improve teofinical effictency
of industry, agricultwrs, and
oammerce; and (§) strengthen

free labor wnione?

i ; A
FE B - NN -C I SRS WYTY TR SN TEFOA § oyl 077

8. FiA 8208(a). Indicate the . The entire emcunt of the loan 4
ano.unt'o't' monay wnder the loan will be used to finance
vhiok is: going direotly to procurement from private ;
private enterpriasa; gotrg to scurces. B

intemadiate aredit irstitutions
or other borreasrs for use by

private entsrprise; being ueod

to finance tmports from private
souroes; or othervise being used ;
to finance proourements from ' b
privats sourcss. “

§. FAA 0611(aj(3). what legisla- No legislative action i
tive aotion 1s required vithin the . required, other than B
recipient oowntry? khat is the appv-wa.l’under IEC

basis for a reasonable anticipation constituticnal requiroemeba,

that such aotion will be ccmplated _ !
in time to permit orderly accamplish- !
ment of purposes of loan? - |

BEST AVAILABLE COPY
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Regtonal Goals

1. FAA 8619, If this loom 1a
assisting a nawly independent
oowntry, to what axtent do the
oircumstances permit guch
assistance to be furnished
through multilateral organtsations
or pians?

8. FAA 8209. If this loan ie
direoted at a problem or an
opportuntty that ts regiomal in
nature, hov dcas asoietanos wnder
this loan encourage a regional
development program? What multi-
lateral assistance is presently
betng furmished to the oountry?

C. Rslation to U.S. .Economy

~~ DPwployment, Balance of Payments,
Privgte Emterpricc :

1. FAA 88201(b)(8); 108, Fifth,
Whad are the possidls effects of
this loan on U.S. <comamy, with
special refaercnce to areas of oub-
stantial labor swplus? Deserile
the extent to whioh assistance

ts scnotituted of U.5, camoditirs

and v vie ., furnisheu in a moner

oonsistent with improving the
U.5. talance of payments position.

ot applicadble.

First question not
applicable. Multi-
lateral assistance is
being furnished to
Ethiopia by the IBRD

and the UN (WHO, UNESCO,
UNICEF, UNDP, FAO).

There is no special
applicability in
reference to areas of
substantial labor surplus.
See Section V of

Capital Assistance Faper
for other questions.

i P R R T A O g ]
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8, PAA 88312(b), 632(h). ihat
steps have Dein tuken to assure

The IEC is paying a portion cf the
projJect local costs.

that, to the maximm extent poscidle,

foretgn cwrrencics owned by the
U.S. and looal currencies contri-
buted by the cowntry are utilvzoed
to meet the cost of contractual
and other services, and that U.S.
foreign-owned ourrencies are
utilised tn lieu of dollars?

3. PAA 8601(d); App. 8109, If
thts loan 1s jor a captital pro-
Jeot, to what extent has the
Agency encouraged utilisation of
erginsering and professional
servioces of U.C flmec and their
affiiiates? If the loan is to be
used to finanoe direct ocostes for
aonstruotion, will any of the
contraotore be persons other than
qualt fied nationals of the country
or qualtfted citizens of the U.S.?
If so, has the required watver
been obtained?

4, FAA @608(a). Provide infore
mation on measuras to be taken to
utilise U.S. Govermment exoess
personal property in lieu of the
procwrament of new itaeme,

5. PAA BE02. What efforts have
been made to assiot U.S. amall
businass to partioipats equitably
in the furnishing of cammodities
and services financed by thie
loan?

U.S. professional services
will be encouraged.

Local and Code Y41 countries
which includes the U.S, will be
eligible.

Excess property iscnot deemed
appropriate for the project.

The {.0en Agreement and implemenfation
letters will include express
provisions for 1J,5, small business
to have the opportunity to partici-
pate equitably in Lhe furnishin:

of camodities and services financed
by this loan.

BEST AVAILABLE COPY
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3. A4 860é(e). WLl any part

of this loan be used for procura-
ment of any agriocultural ocwmodity
or product tharsof outsids the

U.S. when the domcatic price of
such commodity te less than perity?

Other Raqm!ransﬁ ts

1. FAA 8301(b). Is the cowntry

amorng the 80 ocowntries in whioh
development loan funds may be used
to make loans in thic fisoal year?

2. App.M0C . Does the loan
agraeement provide, with respeot
to capital projeots, for U.S.
approval of oontrcot terme and
firms? .

3. Pas Bseork). If the loan te
for conatruction of a productive
entaerpries, With respcot to whioh
the aggregate value of assistance
to be furnished will exceed $100
million, what preparation haoc been
male to obtain the express g jrvval

of the Congregs?

No.

Yes.

The Loat Agreement
will 8o provide,

Not applicable.
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4. ZAA £g&20(b), 6820(f): ' Ethiopia is not a v
. Bas The Drestisnt datgrmnad that the communist or comunict-

ocountry 18 not caminated or ocontrolled dominated country. The

by the intemationcl Commoist move- Secretary of State so

ment? If the cowitry ie g Commamist determined on October *

oowntry (inoluding, but not limited © 11, "1961.

to, the oountries licted in FRA 8620(f))

and the loan ie intended for ecomowtio

asetstanoe, have the findings required
by FAA §680(7)
been mads and reported to the Congrese?

5. FAA 8620(h). What steps have The loan agreement
been taken o insure that the loan contains the standard
will not be used in a manner which, AID clause in this
contra- ta the best intercat of regard.

the United States, promotes or
asaiaty the foreign aid projeots
of the Commmist-bloc oountries?

g i PP Y RS

6. App. 8170. Will any flonds be No.
used tc finamce 1 rocurement of iron
and steel products for wse in Viet-
e Nam other than as contemplated by
e110.

7. FAA B636(i). Will any part No.
of this loan bd uaed in financing

non-U.S, -manufucturcd autuamobilea?

1f 8o, hea the required watver been

obtained? :

BEST AVAILABLE COPY ?5\
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8. 2Ad 38620(a)(1) end (3), 680(pi;

til Oy asersiance.
be furmished or funds mude avail-
abls to the goverywent of Cuba or
the United Arab Repuhilie?

- 9. FAA 8620(p), Will wwy part
of thts loan be used to oompensate
amsrs for expropriated or rutiomalised

property? If any assivtance hae
been used for such purpuse in the
past, has appropriate rermbureement

Leen made to the U.S. for sums diverted?

10. FAA 8201(f), If thio is a

prejact , waat provistons have
been made for appropriate partici=
pation by the recipient cowntry'’s

- private enterprise?

11. App. 8104. Does the loan
agreement bar awy wsc of funds to
pay pensions, ete., for peraons
who are serving or who have served
tn the resipient country's armed
Jorcees?

BEST AVAILABLE COPY

No,
(1) No.
(2) None has been

80 used,

Ethiopian private
enterprise will benefit
directly from the
improved road meinten-
ance made possidle by
the project. Ethiopian
enterprise will »e
ellowed to compete f{or

%oods and services in
he project,

Yes. The loan agreement
limits the use of loan
funds to the specific
project.

[P,
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w3 901.b. Doss the loan agreement
provide, for camplisnce with U.S.
shipping requiremsnts, that at least
50% of the gross toasge of all _
camodities financed with funde mede
aveilsble under this loan (caaputed
geparately by geograplic area for dry
bulk carriers, dry cargo liners, and
tankers) be transpcrted on privately
owned U.S.-fleg camercial vessels to
the extent such vessels are availadle
at fair and reasonable rates for U.S,
flag vessels. Doss the loan agreement
also provide for campliance with U.8.
shipping requirements, that at least
50% of the gross freight revenues of
goods shipped under this loan must be
earned by privately owned U,S.-flag
camercial vescals to the extent such
vessels are available at fair and
reasonable rates for U.S.-flag vessels&?

FAA. Section L8). Has the country
failed to take adequate steps to
prevent narcotic drugs fram cntering
the V.S, unlawfully?

FAA. Section 604.e. Has there been '
camplimnce with reatriction against
procuring with AID funds agricultural
camodities cutside the U.S. when the
damestic price of such camodity is
less than parity.

BEST AVAILABLE COPY

Yes, to both questions.

No. Ethiopias is co-operating
with U.S. and international
organizations in the control
of narcotic drugs.

No egriculture commodities
will be procured with furds
from this loan.
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TERD Aasisﬁance
>

AID-ILC/P-1033
ANNEX IIT
Page 1

SUMMARY TERD AND AID ASSISTANCE
to IMPERIAL HICGHWAY AUTHORITY

1.

L.

First Highway Prgject, Loan 31-ET, Septenber 1950 (US $5 miilion)

Purpose: To finance purchases of, urgently néeded equipment for
reconstruction and maintenace of the road network,

.Second Highway Project, Loan 166-ET, Junes 1957 (US $15 million)
Purpose: To finance foreigh exchange coasts for:
(a) constructing of main roads (about 850 km); and
~ {b) engineering by consultants of raods for future
construction (about 1,000 lm).

Third Highway Project IDA Credit 35-ET, February 1963 (US$13.5 millioc:.)

~ggsgose:~ To finance foreign costs for:

(a) completing road construction started under the Second
Highway Project;

(b) constricting new roeds (about 210 km) and seversl
bridges;

(¢) bituminous surfacing of roads (about 800 Jon); and
(d) consulting services to:

(1) renlace staff of the United States Bureau of
Public Roads in IHA management; and

- (41) carry out econumic and enginecering studies of a
road through the Awash Valley.

A.1.D, financed two roads in this project,

Fourth Highway Profect, Loan 523-ET (US $13.5 million) and
IDA Credit 111-T7 (UC 57.7 million), January 1968

Purpoge: To finance foreign costs for:
(a) constructing main roeds (about 420 lem);
:(b) asphaltic paving of main rouds (about 170 lon); and
{c) consultiiz services for feasibility studies of further

rcads, =2vice to the IlA, technical assistance and
traininz,

P e .




AVNEX III
Page 2

The Swedish Govermment also provided & US $5.8 million credit for this
project, bringing the totel foreig: participation to US $ 27 million.

B. A.I.D., Assistance

1.

2.

3.

t

Highway Maintenace and Secc-dury Feeder Roads Project,
Toan 663-H-000 (U5 42,6 mi diion).

oge: To finance foreign exchange. costs for:

- (a) procurement of maintenance equipment, equirment parts
and shop tools for a country-wide maintenance program
for tne primary road system $2.6 million;

(b) procurement of construction and maintenance equipment
and equipment parts for the initistion of a Secondary
Feeder Road Betterment Program on two provinces 3997,000,

Third Highway Project, loan 563-H-007, April 1963, (US $4 millien)

ose: Ta finance local currency costs of two, double lane
all-weather gravel roads.

(a) Lekempti-Ghimbi  1C9 kms; and
(b) Agaro-Bedelle 10k kms.
These two roads will be asphalt surfaced under this project.

Bailev Bridges, Loan 663-H-20Q, May 1664 amended June 1966
{Us"$925,000)

Purrose: To finance the fureign exclarge costs of procuring
%0 Bailey Bridges and related services in the U.S.

Elghway Equipment Repair Facilities, ILcan 663-H-017,
November 1909, (US 3.5 rillion)

Purpose: To finance the U,5, cos4s of procuring shop tools
and eguipment, technical =jssistance services, und spare narts
required for the project.

BEST AVAILABLE COPY
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ORGANIZATION OF THE IMPERIAL MIGHWAY AUTHORITY.
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AID-DLC/P-1033
ANNEX V
® ANNEX V.
[
X ASPHALTING PROJECTS:
DETATLED COST FSTIMATES
L - U.s.5
: ' B 11> 5 i
- Item » Quantities Price Total
- . -——_e——
1. wolisso-Jimma
1. Unclagsified Excavation 3
(Minor Relocation - 4 kms) : 100,000 m $ 1.58 § 158,000
2. Unclegsified Excavation 3
“ ] (widening and ditch excavation) 112,000 i 1.49 168,530
) 3. Special Sub-base, Grading A 3
» Y e .@houlder veinforcement) 80,060 m . 3.51 280,800
'y 4. Reconditioning of Existing Roadbed 223.0 kn 1538 342,305
& . . - . .
5. Cruoshed Aggregate Base Crse. Gr. B
Km 115-185 17.5 cms Comp. depth 3
Km 195-338 13,0 cms Comp. depth 270,500 m 9.21 2,491,305
6. Course Aggregate f. Degign 3
Bitum., Surface Treatment 35,900 M, T, 7.46 267,814
7. Fine Aggr. f. Deaign 3
Bitum. Surface Treatment 11,240 M,T, 8.33 93,€29
8. Asphalt MC-30, Prime Coa*
(1.1 Kg/sq.m over 7,00 m., width) 1,720 M,T, 162,28 279,122
9. Asphalt MC-3000, Double Bit.
Surface Treatment 4,210 M.T. 153.51 646,277
3
10. Excavation f., Structures 2,000 m 3.51 7,020
N "ttt ' 3
. 11. Class A Concrete 200 m 109.65 21,930
12. Reinforcement Steel 20,000 kg .57 11,400 s
: . 3 q}i
' 13. Class B Masonry 600 m 54.82 32,892 =4
14. 0.60 cm dia. R.C.P. Culvert 100 L.M.  57.02 5,702
b
15. 1.00 m, dia, R.C,P. Culvert 100 L.M. 74.56 7,456 £ 3
f
16. Grout.Rubblc Paved W-way 300 n’ 7.46 2,223 |
Total U.S.$ 4,814,770 E

BEST AVAILABLE COPY (b\



ANNEX V.

Pago 2. v.8.$
Unit~ < T
— Item - Quantities Price Total
I1. Agaro-Bedelle
. 1. Reconditioning of Existing Noadbed 95.35 kms $1,535.00 $ 146,362
2. Crushed Aggregate Base Crse, 3 _
Grading B 78,200 n 9.63 754,000
(10 cms. compacted depth ——
3. Asphalt, Grade MC-30 for Primes Cosat
(1.1 kg/sq.m, over 7.00 meters width) 735 M,T. 166.€7 122 502 :
.4. Coarse Aggreénte £, Design. 3 _
Bituminous Surface Treatment 15,351 M, T, 7.486 114,518 "
: L
5. Fino Aggregate f. Design. 3 i
Bituminous Sruface Treatmont 4,808 M. T, 8.33 40,034 4
6. Asphalt, Grade MC-3000 1
Double Bit. Surface Treatment 1,803 M.T. 157.89 284,676

— e =

Total § 1,462,722

IlI, Lekempti-Ghimbi

1. Reconditioring of Existing Roadbed 110,77 km 1,535.00 $§ 170,031 3

2. Crushed Aggr. Base Crse, Grading B 3 f
(5 crs. compacted depth) 45,000 n 9.65 434,250 .
3. Asphalt, Grade MC-30 for Prime Coat , ‘ v -
(1.1 Kg/sq.m. over 7,00 mpters width) 853 M.T. 166.67 142,169
4, Coarse Aggregate for Design 3 J
Bituminous Surface Treatmeont 17,834 M. T, 7.46 133,042 f S
1
5. Fine Aggregate for Design 3 i
" Bitum, Surface Treatment : 5,583 M.T, - 7.89 44,050
6. Asphalt, Grade MC-3000
Double Bit, Surf. Treatment 2,094 M.T. 157.89 330,622
L4
7. Grouted Rubble Paved W'ways _ 2
{(Rcpairs of existing ditches) 2,000 m 7.46 14,920
Total $ 1,269.084
|
f
- :

BEST AVAILABLE COPY
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ANNEX V
lege 3,
IV. Summary .
U.S.%
Project length  Total Eet. Const.Cost  Cost per Km~
v
1. Wolisso-Jirma 223 $ 4,014,770 $ 21,600
2. Agaro-Cedelle 95.4 1,482,722 15,400%
. . »
3. Lekempti-Ghimbi 110.8 1,269,084 ' 11,500
' 429 .
]
:
L aRacon

BEST AVAILABLE COPY (;b



AID-ILC/P-1033
ANNEX VI
Page 1 of 2

COST 0= FQUIPMENT, STARE FARTS AND TECHNICAL ASSISTANCE
‘(i BE FROCURED UNDER TEE IOQAN

: u.s.
: unlt
Units Cost Total
A. Equiprent

1. Graders 15 25,000 375,000
2. Dump Trucks (7 cu. yd) 30 20,000 600,000
Loaders 5 22,000 110,000
L, Aaphalt distributors 2 30,000 60,000
5. Pick-up Trucks 12 5,000 60,000
6. Crushers _ 2 200,000 100,000
7. Compressors (600 cfm) | 2 - 40,000 80,000
8. Low-boys w/tractor 5 60,000 300,000
9. Wagon drills R 15,000 15,000
subtotal 76 2,000,000
'8, Spare Parts (10%) 200,000
C. Procurenment 75,000
D. Contingency . 225,000
Total 2,500,000




ANNEX VI
Page 2 of 2
‘é.\_ Types of Equipment ¢
) 1. Grader - Cat. 12F or equivalent .
. ‘ ) .
2. Dump Truck - 8yd. Tandem Axle CX U . ¥

3. Loader - 2 yd. CAT # 955 or equivalent

L. Asphalt Dist. - Model DCO 202 Etyrne MG or equivalent
. Pick Up Trucks 3/4 Ton Chev. Mod. K 2503 or equivalent
. Crushers - 300 - 400 T,P,H KUE KEHN MODEL 1. equivaleat

5
6
7. Campressors 600 C.F.M. Worthington Model Goud Birmingham or cquivalent
8. Low Boy-Tractor- Mack Truck Model DM6155X-50T.TLR WCM-UT or equivalent
9

. Wagon Drills- Worthington Self Propelled Trk. Mod.Good o1 equivalent
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vids uf Herel't - Cos® Es! '.mt.io_rl
T Fr.iectisns Lf
Int et {-Chind Apnro-Bedelle Road

Lr.Che - - Truck=- Truck-

Trucrs sratlers  Tctel Cars, Traller Total Puses Trucks  Trailcrs
2 17 224 2¢ 8 111 48 55 9
(¢ 18 237 24 & 121 51 s8 10
i€ vEs 27 9 133 53 62 - 10
74 Z. ) 29 10 145 56 66 0
1N 24 kb 32 1 160 59 70 n
x 27 05 35 12 174 62 TH 12
9% 29 32y 19 14 1 65 .78 13
106 32 Wy L3 19 211 68 83 13
13 35 168 Ly 17 230 3 89 1%
121 38 IR 52 18 252 T8 95 15
129 L) L1g 7 20 276 83 1 16
138 Wb Ll 63 22 303 89 100 17
WLE L7 %) €9 i 332 ‘95 16 19
.52 51 Ly? % 27 365 1 124 20
1z 99 529 & 29 Lco 109 133 21
191 60 <03 w2 32 438 117 142 23
174 64 529 101 35 L8o 125 152 2L
e 69 638 111 39 526 134 1163 26
FZ) ' 673 12G L2 568 144 176 28
212 7 719 130 L5 614 156 190 31
247 83 749 140 L9 663 bl 205 33
iz “3 791 151 53 716 182 222 36
278 93 834 161 57 766 196 240 39

:
a
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Annex V1I
: . Page 2 of 6
Benefits: Woligsso-Jimra Ruad
onisle Cperating Cost Savitgs 2/ . Miintenance Cost Savings y Discount Benefits
“Tiailer - Savings
Cax:s Buces Trucks Truck Saving Savings loat Annual Total

Ycar 10£5 Trip 5.81 9.70  29.50  _Day Year Uder :g::l Benefits &/ 10% 17 207

1 . _—

2

a 152 L01 698 388 1640 593G 572 127556 769591 525631 440052 371174

5 192 W13 757 L27 1759 642035 651 145173 830643 515746 412995 333835

6 173 L2l 815 173 1878 635470 739 164797 901732 509028 381703 301990

7 146 L36 873 s2l 2019 726935 827 184421 972456 499064 365546 71612

3 1.8 L7 951 53 2159 88035 934 206282 1057637 493388 345742 246006

9 7.3 465 1023 [0} o327 B4y355 1031 229913 1134748 481247 327605 219314 .
10 ] 476 1060 019 w9 o3y 1163 254889 1221276 470994 302022 197316
11 24h Wyl 117Th 137 el DLOEG 1250 278750 1305495 457576 280531 175740
12 261 506 1251 195 2813 1006745 1370 305510 1398685 445621 261414 156932
13 <19 . %23 1339 654 2795 1623175 1500 334500 149779 433900 . ‘263355 140040
14 gy 540 1436 912 3187 1163255 1630 363450 1601570 421693 226302 124762
15 ' N3 552 1933 939 3R 1233080 1778 396494 1716699 410978 216962 111414
16 3t2 5060 163) 1067 3617 13°0005 1936 431728 1845008 401474 197231 © 99818
17 245 537 1776 1164 372 1413240 2103 468969 1972406 390142 183236 88955
18 39 64 1832 2u2 %119 1503L3% 2284 "509332 21164602 380417 170860 79509
19 L9 622 2018 1339 L3728 1605270 2668 545904 2244249 166915 157171 70245
20 Ly 632 213 1436 4653 1663345 2618 583814 2374139 352797 145668 61965
21 Lo 662 2260 1513 L905 1730325 2799 624177 2517797 340154 1336v5 54636
» L8 680 2400 1610 5168 1843620 2994 667662 2667497 327569 123238 48282
23 5:18 703 25u1 1707 o479 1979835 3194 712262 - 2823717 315417 113316  ° 42639

TOTAL 65528 23917720 7537623 32960268 8539771 5017911 3196561
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Page 3 of 6
Zvrelitss . Auuru-2elelle Ruad
Velicle {--rating Cost Soviaes Hainten yice Cost Savings Discounted Benefits
Trarler  Total Total
Curs Luses Trucks Trucrs Savings Savinga Cost Savings Total '
Year 20 1.60 2.5 <13 ey t-ar Fer K A rnal Benefits 104 15 . 20%
1
? : |
o 3 -, 2e? £1 L34 15%:10 303 28785 187195 140640 123081 10633
m - 4 A T Zh3 o1 Le, 107eS 2 35340 202065 140059 117256 98903
n 5 . 8 «%3 07 T Lep 17820 438 41610 . 220460 136884 . 109613 - 8603
: €& v QN 272 &) wE 140532 512 ) 48630 239170 135011 103393 80098
< 7 1 L) HE g 555 22216 591 56145 258358 © 132588 97116 72106
PN 2 7 1M 395 €o 4453 210775 679 63650 276445 128562 90370 €4301
= ; v 119 528 £6 (P2 ] ze 20 776 73120 302940 128477 26126 58710
g 12 b 127 35¢ x® £73 20 5hig 892 34740 330385 - 127363 81671 53357
Q. 11 I 135 275 <8 720 2625300 1012 96140 355940 125308 77136 48313
m ' w2 Z3 145 hoL 10% 713 2caihg 1167 108965 351110 124608 73798 43833
o X! 33 o 155 “27 116 £32 353 1291 122645 426325 123506 69278 13361
o ‘ b 37 Ly e ? x 1444 137180 462395 121749 65336 35020
A ; -5 : 27 Ly 12 L=y 1611 153045 501520 123088 61649 32355
< : K7 : Ll 233 o4l 37520, 1797 17071$ 535935 118795 58369 29535
1.e 2~ 5] it WO 1987 188765 583535 116610 54768 26548
b 3 cio S 1%y APRH) 2235 209475 644920 116021 52110 246268
Ny _— 255 i e Blotss 2446 232370 699205 114320 49154 21833
€) - 2% 7] .0 50255 2715 257928 764180 113552 46691 19948
5 7l 274 754 g SLECHO 2998 284810 830850 112248 44118 18029
o2 o a7 217 z21 53225 3319 315395 908430 111555 41969 16433

TOTAL 2709970 9143460 2488849 1471993 981704
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Annex v1I
Page L of 6
Ber.2fitss . Lrkempti ~-Ghembi
- ! '
Vehicle Cp=rating Cost Savings . Jeintenance Cost Saviungs Discounted Senefits
- Trailer Total ) Total . o
Cars Buses Trucks Trucks Sxvings navings et Savings Total :
Year P 1.91 4.30 7.17 LAy Jear *r fm Annual Benefits o8 154, e
L .
2 : .
3 22 & 232 6s Lol 1L6365 -59 -6549 139816 - ¥105044 . .91929 80912
L 23 9 254 T %39 16335 -3 -333 . 159902 . 109213 91432 77122
o 5 26 9. 280 79 L84 176660 66 7326 183986 T 114237 - 91478 73944
™ 6 28 109 3oL 86 52k 191260 131 16541 205801 2116175 . £8968 68923
O T 52 118 EX )} 100 . 581 212065 215 23065 235930 . 121079 . 88686 . 65848
: 8 35 132 361 108 636 232140 303 33633 265273 123983 €6881 61813
< 9 38 143 39 122 (451 293210 391 43401 296711 125835 84355 57502
BN 10 L2 153 426 129 756 275550 43 54723 330663 127470 81740 53402
=~ 1 L6 174 L6 143 827 301855 605 67155 3569010 129338 79300 49669
g 12 51 191 507 158 T 331055 730 81030 412085 131290 77019 46236
2 13 5 210 555 172 - 993 3€24Ls5 864 95904 458349 132784 74482 . 42856
m i 6§ 233 602 10k 109) 398215 018 112998 $11213 - 134602 72234 39823
a 15 €2 25 658 208 1190 L3u3so - 180 131980 565330 135340° 69479 36690
3 16 75 28)- pU 229 1303 475595 356 150516 626111 & 136242 66931 33873
% 17 82 309 783 251 1425 520125 551 172161 692285 136934 64313 31222
< 18 90 340 852 280 1561 569765 763 195915 765680 =~ 137746 61667 28790
19 N 367 R0 301 1685 615025 960 217560 832585 136128~ 58531 26060
20 102 n 933 324 1818 663570 173 261203 904773 134649 55282 23614
21 112 428 1075 351 1967 TLT955 1400 266400 9843°S 132986 52259 21380
c2 122 Le2 1161 380 2125 715625 1646 293706 1069331 131314 49403 19358

TOTAL _ ' 2196133 10009690 2552189 1486579 939019
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ANNEX VII
‘ Page 5 of 6
. Capital Cor:!ruction Cost5/
” ) (3 ) B :
) } Rosd 104 1% Price Engineering Total Year 1 Year 2 Year 3
g Surfacing Physical Eacalation Supervision Capital i 50%
’R oad kma Cont Contingency Contingency Eubictal Costs Cost 3 : Ki -
woldwen-Jims. 223 u815 482 ' 795 &c2 455 - 65hT 1309 1964 3274
- Agaro-Pedel e 25 1463 146 241 TP 194 2044 613 1431 ol
Lekemptd-Ghizbd 111 _1270 127 210 Y 226 1833 550 1283 o
o 1
e 7548 155 1246 A 815 ‘10102h 2472 L678 LI
R -
a Total Discounted Cotts
~ Year Capital 10f 15§ 20%
b-N
§ Wolisso-Jimme 1 1309 1190 1138 1051 i ' .
~ 2 1964 . 1623 1485 1364 . ) .
,; 3 3274 2L 2152 1825
E Total 6547 5273 TS " 4350
() . ‘
< Acarc-Bedelle 1 613 557 533 1.51 N
< 2 1431 1€3 1082 ook
Total 204k 1760 1615 1505
Lekenptl-Ghinbi 1 550 500 478 Ls8
: 2 : 1283 1060 970 891

Total 1833 1569 1448 1349
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Atnex VII
, Page 6 of 6
Footmnotes
3/ Traffic projection based on traffic counts and grovth rates discissed in Sechion I11.C, 2. of

3y

@ &l

Capltal Assistance Paper; Year 1 is 1971,

The Wolisso-Jimma road is classified as a hilly roa.d The vehic e operating ctost saving

(U.S. costs) per kilometer are 10074 for cars, 1026 for buses, , W35 for trucks and. :

,087 for truck-tratlers. The savings per 223-kilooeter trip are U.8, 1.65 for cars, U.S, 5.81

buses, U,8, 9.70 for trucks, and U.S, 13.40 for truck-trailer.

The formula for mintenance cost savings per kilumeter (U.S. dcllars) 4s (341 + 5.40 AADT) - (1017 + 0.76 AADT)
Vehicle cperating cost savings plus roed maintenance savings,

See Section III. C. 3 of the Capital Assistance Puper;
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AID-DLC/P-1033
ANNEX VIIX

CERTIFICATION PURSUANT TO SECTION 611 () O TIE
' FOREIGN ASSILTANCE ACT OF 19G1, Al AMENDED

@

' I, Roger Ernst, the pﬂncipli 61‘1’1(:er of the /\gen'cy fr.r Inte_rhﬁt!onn"l"

bevelopment in Ethiopis, .having taken into-aceount, smong other th'm';:’s,.
the maintenance and utili~ation of projects in Ethiopia previously:
ﬂmnced or assisted by the United States, do hereby cortify that in
my. Judgcmont Ethiopia has both the H.mmcul capability and the human
resources capability to effoctively mlntain lnd utilize the cnpital
assistance projoct, Fifth llighway Pro,jcct

.\.wh respect to the road maintenance equipment to he procured under

the X‘lifth lighway DProject, I base the above judgenent on the exccllcnt
progress in cquipment maintenance Leing made vy the Imperial Highway

.Mathority munder the AID Mighway Equipment Repair Fecilities Project

(A.I.D, lLoan No. G63-H-017), and on the 1EG's oxcellent record in
providing the local currency funds nceded for cquipment maintenance.
'ith respect to the roads to bLe upgraded arnd surfaced under the 1fth
Highway Project, I Lase the above judgement on the proposecd technical
acsigtance for INA road maintcnance operations, upon assurances re-
ceived from the INIA regardimz implomentation of the recommondations
of the AID~-financed Road Maintenence siudy, and upon assurances

‘recelved from the IFG regarding the provision of adequate flnancial

resources for the raintenance of the roads to be upgraded under the
loan. :

—

(._.\. [ G

R 2 iy
Rzgcr Lrmst, Director
UHATID.‘Ethiopia
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AID-DLC/P-IO}J/A Draft

ANNFX IX

CAPITAL ASSISTANCE LOAN AUTHORLZATION

R '_’ ' - fj.PfovideH'from Development T.ean Fundst
' . “Ethiopia: Pifth quhway ri oject

. Pursuant t:o the authority vesfed 1a ‘the: Administrator of the Agency
" for International Development (hereinafter called "A.1.D.") by the
Foreign Assistance Act of 1961, 2s amended, and the delegations of
authority 1issued thereunder, I hereby authorize the establishment of
a loan pursuant to Part I, Chapter 2, Title I, the Development Loan
Fund to the Imperial Ethiopian Covernment (‘Borrower”) of not to
exceed Nine Million Three Hundred Thousand Dollzrs ($9,300,000) to
" assist in financing foreign exchange and local currency costs of
engineering services and upgrading and asphalt surfacing of the three
primary roads and the foreign exchange costs of procurement of road
" maintenance equipment under the Fifth Highway Project. This loan will
be subject to the following terms and conditions: : :

- 1. Interest Rates and Terms of Repayment

Borrower shall repay the loan to A.l.D.
within forty (40) years from the date of
the first disbursement under the loan,
including a grace period of not to exceed
ten (10) years. Borrower shall pay to
. A.I1.D. Interest on the outstanding balance
e ' at the rate of two percent (2%) per annum
' during the grace period and three perce"t
(3%) per annum thereafter.

2. Currency of Repavment

Pruvision shall be made for repayment of the
loan and payment of the interest in United -
States dollars.

3. Other Terms and Couditicns

) - a) Equipment, materials and services
[ . , financed under t'.- lozn shall be pro-
cured from Fthiepia cnd trom countyies ]
: included. In Code 941 of th~r A.1.D, 2
. Geographlc Cude Book.

b) This loan shall be subject to such other

~iar- - ..
e terme and cond:tions as A I *. may deem
o ddvisable. A
it ’ N : : .
/ ‘ g
. t .
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