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3. Prior to first disbursement under the $5.21 million policy
reform/CIP component, or the issuance by A.I.D. of documentation
pursuant to which such disbursement may occur, except as A.I.D. may
otherwise agree in writing, the Grantee shall submit to A.I.D., in
form and substance satisfactory to A.I.D.:

a. Evidence that "it has established a Rural Roads Division in the
Ministry of Communications and Works with national responsibility
for the development, prioritization and implementation of rural
roads.

b. A Government of Tanzania-approved plan setting forth adequate
measures or actions the Grantee plans to take in order to maintain
its classified road network, with domestic taxes, fees and other
financing.

c. Evidence that it has awarded $1.0 million or road rehabilitation
contracts for gravel and earth roads to private sector firms.

d. Evidence that the Grantee has established in the Cooperative and
Rural Development Bank of Tanzania a Special Local Currency Account
for the deposit of local currency under the $5.21 million grant.

4~ The Grantee shall covenant, with respect to the $5.21 million
CIP grant, excep~ as A.I.D. may otherwise agree in writing, that:

a. It will deposit or cause to be deposited in theSpedial Local
Currency Account currency of the Republic of Tanzania in an amount
equal to the u.S. dollar disbursement under the program grant,
calculated at the highest rate of exchange not unlawful for any
person in Tanzania. The funds in the Special Local Currency Account
shall be used in support of the purposes of this program as mutually
agreed by the parties, provided that at least five percent shall be
made available for the needs of the United States.

b. The local currency in the Speci~l Local Currency Account shall
be additional to, and not a substitute for, the Grantee's existing
budgetary resources for the roads sub-sector.

c. An environmental assessment for equipment that is clearly rgad
rehabilitation equipment shall be conducted and the assessment's
recommendations agreed to, within six months· of the date of this
agreement.
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AGENCY FOR INTERNATIONAL DEVELOPMENT

WASHINGTON DC 20523

PROJECT AUTHORIZATION

Name of Country:

Name of Project:

Tanzania

Agricultural Transport Assistance Program
Support Project

Number of Project: 621-0166

1. Pursuant to sections 103-106 of the Foreign Assistanc~ Act
of 1961, as amended, with funds from the Sub-Saharan Africa,
Development Assistance appropriation, I hereby authorize the
Agricultural Transport Assistance Program, Support project (the
"Project") for Tanzania (the "Cooperating Country") involving
planned obligations of not to exceed two million United states
dollars~($2,000,000) in grant funds over a one year period from
date of authorization, subject to the availability of funds in
accordance with the A.I.D. OYB/allotment process, to help in
financing foreign exchange ,and local currency 'costs for the
Project. The planned l~fe of the Project is five years from
the date of initial obligation, except as A.I.D. ~ay otherwise
agree in wri ting.,

2. The Project will provide support for the Government of
Tanzania's efforts to alleviate constraints in the agricultural
transport sector, through technical assistance and training.

3. The Project Agreement(s) which may be negotiated and
executed by the officer(s) to whom such authority is delegated
in accordance with A.I.D. regulations and Delegations of
Authority shall be SUbject to the following essential terms and
covenants and major conditions, together with such other terms
and conditions as A.I.D. may deem appropriate.

4a. Source and Origin of Commodities, Nationality of Services.
Commodities financed by A.I.D. under the Project shall

have their source ,and origin in countries included in A.I.D.
Geographic Code ~35, except as A.I.D. may otherwis~ agree in
writing. The suppliers of commodities or services shall have
countries included in A.I.D. Geographic Code 935 as their place
of nationality, except as A.I.D. may otherwise agree in
writing. Ocean shipping financed by A.I.D. under the Project
shall, except as A.I.D. may otherwise agree in writing, be
financed only on flag vessels of countries included in A.I.D.
Geographic Code 935.
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boCovenants.
The cooperating Country shall covenant that,· except as

A.I.D. may otherwise agree in writing,. it will provide to
A.I.D., in form and substance satisfactory to A.I.D., an annual
workplan indicating the lev~l~ type, timing and cost of ,the
technical assistance and/training resources required over the
following year to ac~eve/the project rpose.//

p~~
,Charles'L. adson

Assistant Administrator for A~rica

Date

Clearances:
DAA/AFR:WBollinger__~~ Date__~ ~~_

AFR/DP:JWestley Date__~~~~~_
AFR/PD':'JGraham Date~","",=,,-=-~~,--_

AFR/EA :DLundberg Date_~~.......,....,._
AFR/CONT:RKing . Date__~__~ _

I\'A..\C
GC/AFR:~Kteinjan/gw 2658/79218



FROM:

o

AGENCY FOR INTERNATIONAL DEVELOPMENT

WASHINGTON 0 C 205.23

ACTION MEMORANDUM FOR THE ASSISTANT ADMINISTRATOR FOR AFRICA

APR/PD, Jame~~m~
-1

SUBJECT: Tanzania - ~ficultural Transport Assistance Program
(ATAP) (621-0166) (621-T-602)

Problem:

Your approval is required for a program grant of $5.21 million
(621-T-602) and a proje'ct grant of $2 million from the
Development ·Fund for Africa appropriation to Tanzania for the
Agricultural Transport Assistance Program (621-0166). The
program grant will be disbursed as a commodity import program
(CIP) •

Background:

The economy of Tanzania has deteriorated over the last decade.
Tanzania faces high rates of inflation, large balance of
payments deficits, increasing debt and accumulation of external
payments arrears, a shrinking tax base and declining real per
capita income. .

The Government of Tanzania; in an effort to reverse this trend,
adopted in June 1982 a three-year structural Adjustment Program
(SAP). In June 1986 the GOT introduced a more comprehensive
medium-term Economic Recovery Program (ERP). The two-year
experience in implementing ERP policies has been remarkably
successful in halting the long period of economic' decline.
However, the achievement of a sustained rate of growth remains
constrained by a number of structural problems including the
state of the transportation network.

Tanzania's road network has deteriorated over a number of
years. The condition of most rural roads in Tanzania is poor
and transport to villages is both difficult and costly.
Similarly, only 40% of the trunk road network remains in good
condition, severely increasing the cost of transport and
curtailing .the movement of goods.

The problems in the transport sector are, in large part, the
result of failed policies. In the past, the Government has
applied various administrative mechanisms to improve transport
operations, but the results have fallen far short of the
intended outcome. The Government, concerned about the state of
the transport sector, is now closely scrutinizing and taking
steps to revise its transport policies.



Discussion: The Tanzania Agricultural Transport Assistance
Program (ATAP) is a sector assistance program which addresses
the agricultural transport sector, with particular focus on its
rural roads sub-sector. Its purpose is to provide support for
the Government of Tanzania's efforts to alleviate constraints
in the agricultural transport sector, through (a) policy and
institutional reforms to increase the GOT's capacity to
identify, select and execute rehabilitation and maintenance of
rural roads, (b) provision of equipment, machinery and spare
parts for the agricultural transport sector, and (c) technical
assistance and training. These purposes contribute to the
GOT's overall goal for the roads sub-sector which is to
increase the volume of inputs, commodities, and consumer goods
transported by road and to reduce the costs of road transport
services.

The ATAP policy and institutional reforms focus directly on the
policy and institutional reforms identified for the roads
sub-sector as contained in Tanzania's National Transportation
Policy. Specifically, ATAP supported and institutional reforms
include: (1) consolidation of technical, financial, and
administrative responsibilities for the rural road network in
the Ministry of Communications and Works; (2) increase in GOT
budget allocations for road maintenance; and, (3) expansion of
the use of private sector firms for road rehabilitation and
maintenance.

To achieve these objectives, ATAP is structured into two parts:
a non-project assistance component of $5.21 million (the
commodity import program); and, a Teehnical Assistance and
Training Component of $2 million. '

The program assistance component will: 1) provide foreign
exchange financing for transport equipment, spare parts, and
machinery for the agricultural transport sector; and, 2)
condition the foreign exchange financing upon GOT progress on
implementing sub-sectoral policy and institutional reforms
described above.

The Technical Assistance and Training Component will provide
the GOT with specialist skills to establish new procedures and
improve the technical capabilities of staff in order to achieve
the overall program objectives. This component will include:
technical consultancies, training, the' development of
management systems, and policy analysis. The Technical
Assistance and Training component will be obligated through a
separate grant agreement. While the PAAD has criteria for
selection of specific activities and an illustrative list,

•



specific activities will be collaboratively selected and
approved in an annual workpl~n.

Local counterpart deposits, jointly programmed by USAID and the
GOT, will finance key elements in the GOT's Transport Sector
Recovery Program including the rehabilitation of rural roads by
private contractors, the operations of the Rural Roads
Division, development of local road engineering consultancy
services, and training for personnel in road transport and
construction industries.

The monitoring and evaluation system for ATAP is based upon
semi-annual Program Review Meetings, interim assessments, a
mid-term evaluation early in 1991, and a final evaluation in
1993. These tools will be used to measure performance against
benchmark indicators anticipated in program design.

A.I.D.'s strategy in Tanzania is to facilitate the movement of
agricultural commodities. This is the most effective way for
the U.S. 'Government to assist with the objective of attaining
sustainable economic development and increasirig incomes of
Tanzanians. Two grants signed in late FY 1987 will help
relieve transport bottlenecks which constrain regional and
domestic income, marketing and exports. Attention, now on
sector policy constraints such as institutional re~orm, freight
tariff rates, infrastructure maintenance, and the role of the
private investor, also enables A.I.D. to contribute to ongoing
efforts to' strengthen efficiency and competition. In the
medium-term, ·as economic conditions improves" A.I.D. 's emphasis
will broaden to include three or four other priority
development projects -- but· only transportation will receive a
sectoral' or program level attention.

Covenants and Conditions Precedent

Conditions Precedent for the non-project assistance component
include: establishment of a Rural Roads Division in the
Ministry of Communications and Works: a Government of
Tanzania-approved plan for maintenance and financing of
Tanzania's classified road network: and the awarding of $1.0
million of road rehabilitation contracts to the private
sector. Covenants for the non-project assistance include
periodic evaluations, requirements for management of a Special
Local Currency Account and, prior to disbursement for road
rehabilitation equipment, an environmental assessment of such
equipment.

The technical assistance component of the program includes a
covenant requiring that the GOT provide an annual workplan for
technical assistance and training resources.



ECPR Decisions:

The ECPR noted the immediate emphasis of the program on road
rehabilitation given prevailing conditions in the transport
sector. However; as understood by the ECPR, ATAP is one of a
series of current and future projects whose objective is, in
the first instanc~, to rehabilitate Tanzania's roads, but more
importantly, to build over time Tanzania's capacity to finance
and implement road maintenance. The ECPR concluded also that
the Mission should: work with the GOT to establish'a mechanism
for rapid resolution of implementation problems; ensure that
the maintenance plan 'required in the Conditions Precedent is
broad in conception, articulating human, institutional, and
technical as well as financial constraints and plans for their
resolution. The plan should serve as a basis for dialogue with
the donor community regarding types of assistance and host
government commitment needed to ensure the sustained
maintenance of roads after rehabilitation.

Congressional Notification

A Congressional Notification was submitted to the Hill on July
28, 1988, and expired without objection on August 12, 1988.

Other Legal Requirements:

A Categorical Exclusion for environmental matters has been
approved by the Bureau Environmental Office for the technical
assistance component of the project and a negative
determination has been approved for commodities not used for
road rehabilitation. An environmental assessment for road
rehabilitation commodities will be conducted and any
recommendations agreed to by the time that 'disbursement for
those commodities will occur. The Initial Environmental
Examination is attached in Annex B. A Statutory Checklist has
been prepared and is attached in Annex G. A blanket
transportation waiver for offshore procurement from Europe and
selected Asian ports is in process.

Recommendation:

It is recommended that you approve th~ attached Program
Assistance Approval Document face sheet and the Project
Authorization, thereby approving a program assistance grant of
$5.21 million and authorizing a project assistance grant of $2
million to Tanzania.



Clearances:

DAA/AFR:WBollinger~_~~ Date \~~
AFR/DP:JWestley Date D" r~
GC/AFR:MAKleinjan Date 8/18/88
PPC/EA:JLa Pittus Date--~~~~~V-\---

M/FM:EOwens Date
AFR/CONT:RK~ng Date--~~~~~

AFR/EA:DLundber Date
AFR/PD/EAP:JSchlesinger aft Date~~~~---

SER/OP/COMS:JSaccheri (draft) Date
STATE/A~/EPS:CFreeman (draft) Date~~~~---

Drafter: AFR/PD/EAP:CNorth, 8/1/88, Doc # 3611J
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EXECUTIVE SUMMARY

1. Summary

The Agricultural Transport Assistance Program (ATAP) is
designed as a five year, U.S. $7.2 million, sector grant in support
of a package of policy and institutional reforms in Tanzania, which
will alleviate constraints inhibiting the Government of Tanzania's
effort to improve its agricultural transport system. The ATAP is
structured into two components: a non-project assistance component
which provides $5.2 million and is disbursed as a commodity import
program: and a technical assistance and training component funded
for $2.0 million, which is disbursed as project assistance. At the
end of the Program, the Government of Tanzania (GOT) will have: (1)
increased transport services; (2) created a more coordinated and
efficient GOT rural roads organization; (3) developed, financed,
and initiated a plan for road maintenance; (4) expanded the
participation of the private s~ctor in the road sub-sector: and, (5)
increased the numbers of trained Tanzanian personn~l.

2. The Problem

An analysis of -Tanzania's transport sector clearly
demonstrates its pivotal role in the country's efforts to implement
an economic recovery program. Nevertheless, Tanzania's transport
sector has deteriorated over a number of years and it now is a major
constraint to economic growth. _ The condition of most rural roads
in Tanzania is poor and transport to villages is both difficult and
costly. Similarly, the trunk road network has deteriorated to such
an extent that only about 40% of the network is in good condition, 
severely increasing the cost of transport and curtailing the
movement of goods. Trucking, which carries over 70% of total
domestic traffic, including haulage of all agricultural produce from
the rural areas, has been allowed to decline due to lack of
institutional capacity and a shortage of foreign exchange. The
railways, which are strategically located to carry the majority of
long distance domestic traffic, are only able to carry 30% of the
goods moved in the country. The ports are unable to adequately
accommodate the country's import/export traffic. The disintegration
of the transport infra~tructure and the unsatisfactory operational
efficiency of the sector are major impedim~nts to the success of the
GOT's Economic Recovery Programme (ERP).

In response to these problems the GOT has prepared a National
Transport Policy (NTP) which provides a framework for improving the
policy environment for transport services and proposes major
investments for rehabilitating the country's transport
infrastructure. The NTP recommends a) the concentration of future
efforts on rehabilitation and maintenance of the basic network; b)
the increa$e of resource allocations to the transport sector,
particularly for roads, from 13% of the budget to 25%; c) allow
transport prices to be determined by market forces; d)increase the
utilization of existing assets through improved management and
operations; e) adjust the institutional structure to effectively
carry out required rehabilitation, maintenance and operations; and
f) improve financial performance and cost recovery throughout the
sector. The NTP provides the Ministry of ( .

~
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Communications and Works (MCW) with overall responsibility for
planning, development, utilization, and maintenance of the transport
network. A Dire ctora te of Planning and Res earc h was re cently
estab"lished within MCW t9 handle overall transport planning and
coordination. A Transport Sector Recovery Program (TSRP) is the GOT
investment program for implementing the policy goals set forth in
the NTP. A number of donors including USAID are supporting TSRP.

To contribute to the nation I s recovery, the new USAID/T program
focuses on transportation. After discussions with the Government,
the World Bank and the IMF, and its own assessment of the Tanzanian
economy, USAID/T decided that facilitating the movement of
agricultural commodities is the most effective way the USG can
assist in the immediate objective of attaining economic growth and
to improve incomes for the Tanzanian people. Two grants signed in
late FY 1987 will help relieve transport bottlenecks which constrain
regional and domestic income, marketing and exports. Attention now
to sector policy constraints such as institutional reform, freight
tariff rates, infrastructure maintenance, and the role of the
private investor also enables USAID/T to contribute to ongoing.
efforts to strengthen efficiency and competition. In the
medium-term, as economic stabilization improves, USAID/T's emphasis
will broaden to include a few other priority development projects 
but only transportation will receive a sectoral or program level of
AID attention.

Four major constraints have been identified in the roads sub-sector
which, in the first instance, critically restrict the GOTls efforts
to improve its road transport system and,. at the same time, are
appropriate areas forA.I.D. assistance. These include:

-A shortage of foreign exchange financing for transport
equipment, spare. parts, and technical services, particularly
for private sector firms;

-A fragmented institutional structure for construction,
rehabilitation, and maintenance of rural roads;

-Inadequate recurrent financing for rehabilitation and
maintenance of roads; and,

-Limi ted indigenous capaci ty to rehabili tate and maintain
roads.

Previous donor assistance in the roads sub-sector has been
cha rae t e r i zed by large tee hni cal as sis tan ce pro j ect s whie h have
assumed direct implementation responsibilities for road
construction,. rehabilitation, and in some cases, maintenance. This
approach has failed to ensure cost-effectiveness or sustainability.
The Government 'of Tanzania is now puttin~ into place the appropriate
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Poli cies, s t.affi ng, and fi nan cing whi c h lldll allow it to as s ume
greater responsibilities for road development and maintenance. The
focus of USAID assistance is to support GOT policy and institutional
reforms which will provide the framework for meeting the objectives
it has set for the roads sub-sector.

3. The Program

Based upon a review of the targeted constraints, the desired
obj ectives I and the final results required I USAID has determined
that assistance to the roads sub-sector is best provided through
program sector assistance. Project assistance is inadequate for
serving the dual purposes of the program l less effective in tying
assistance to specific policy and institutional reforms, and based
upon past experience in Tanzania, 'a barrier to the GOT assuming full
responsibility for road development. Program sector assistance is
the most appropriate vehicle both for delivering the vital foreign
exchange required by private firms in the road transport and
con s tru ction indus try I and for financ ing the GOT policy and
institutional reforms in the roads sub-sector. SpecificallYI these
reforms include: re-organizing institutional res pons ibili ties for
rural roads l increasing the share of resources allocated to the
roads SUb-sector, and expanding private sector participation in
rural road construction and repair. Counterpart' generations from
program assistance also provide the most effective method for
financing the' key elements of the GOT's Transport Recovery Plan.

The Tanzania Agricultural Transport Assistance Program is designed
to address two purposes. The first purpose is to provide critical
foreign exchange financing for transport equipment., spare parts and/
machinery. The second purpose is to ·support GOT policy reforms for
improving the GOT's capacity to identify, select, finance, and
undertake rehabilitation and maintenance activities on rural roads.
These purposes contribute to the GOT I S overall goal for the roads
sub-sector which is to increase the volume of inputs, commodities l

and consumer goods transported by road and to reduce the costs of
road transport services.

At the end of the proposed five-year life of the program l it is
expected that ATAP will have enabled the GOT to:

Increase transportation services and strengthen private
sector road transport industry;

Create a more efficient and coordinated GOT rural roads
organization which effectively identifies, prioritizes l

finances l and implements' rehabilitation and maintenance
requirements for rural roads;

\1\'
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Finance and implement a plan to adequately maintain the
classified road network;

Increase the participation of the private sector in road
construction and repair with the majority of GOT rural road
rehabilitation contracted to private sector firms;

Increase, the number of Tanzanian personnel trained in
skills critical to the road sub-sector; and

Establish a donor coordination system for the roads
sub-sector.

Three objectives have been selected for ATAP which support
policy and institutional reforms identified for the'
roads-$ub-sector in the National Transport Policy. These three
obj ectives include: (1) To consolidate technical, financial, and
administrative responsibilities for the rural road network in the
MCW; (2) To increase GOT budget allocations for road maintenance';
and, (3) To expand the use of private sector firms for road
rehabilitation and maintenance.

To a chi eve the s e 0 bj e c t i ves, ATA Pis s t r uct ured in t 0 two
parts: a Sector Assistance Component (Commodity Import Program);
and, a Technical Assistance and Training Component.

The Sector AssistanGe (SA) Component will require the largest share
of ATAP resources and is designed to: 1) provide foreign exchange
financing for transport equipment, spare parts, machinery and
technical services; and, 2) link the foreign exchange financing to
GOT progress on implementing sub-sectoral policy and in'stitutional
reforms described above.

The Technical Assistance and Training Component will be used to·
provide the GOT with specialist skills to establish new procedures
and improve the technical capabilities of staff in order to achieve
the overall program obj ectives. This component will include:
technical consultancies, training, the development of management
systems, and policy analysis. The Technical Assistance and Training
component will be obligated through a separate grant agreement and
will be collaboratively programmed and administered by the GOT and
USAID for specific activities. '

Local counterpart deposi ts, jointly programmed by USAID and
the GOT, will be used to finance key elements in the GOT's Transport
Sector Recovery Program including the rehabilitation of rural roads
by private contractors, the operations of the Rural Roads Division,
development of local road engineering consultancy serv.ices, and
training for personnel in road transport and construction industries.

The monitoring and evaluation system for ATAP is based upon
semi-annual Program Review Meetings, interim assessments, a mid-term
evaluation E!arly in 1991, and a final evaluation in 1993. These
tools will be used to measure program performance ~gainst benchmark
indicators anticipated in program design.



l~O BACKGROUND AND RATIONALE FOR PROGRAM SECTOR ASSISTANCE

1.1 Macroeconomic Setting

1.1.1 Economic Conditions and Gro~th Prospects

The economy of Tanzania has deteriorated over the last decade.
Output and export earnings have declined which have led to a
reduction in the domestic savings rate and a rapid fall in import
volumes. Redu ced import s, in turn, created ac ute s hortag e s of raw
materials, spare parts, and consumer goods causing further decline
in production and a deterioration in the capital stock of key
production and service sectors. Cumulatively, these problems have
been manifested in high rates of inflation, large balance of
payments defici ts, increasing debt and accumulation of external
payments a~ears, a shririking tax base and declining real per capita
income (See Annex F).

The Government of Tanzania, in an effort to reverse this trend,
ado pted in Ju ne 1982 a three-year Stru ctural Adj us tment Pro"g ram
(SAP) designed to stimulate agricultural development, improve
capacity utilization and efficiency, restore financial and economic
stability, and improve planning and cost control of public
enterprises. In June 1986 the GOT introduced a more comprehensive
medium-term Economic Recovery Program (ERP).

Adjustment and stabilization measures undertaken have since led to
the exchange rate of the Tanzanian shilling being depreciated by
S8 %, ~n real terms, between 1986 and 1988; food and agricultural
subsidies el'iminated; inter-regional trade restriction's abolished;
some government" agencies and parastatals reorganized; cooperative
unions reintroduced; and la~ge real increases in producer
prices.(See Annex F).

The two-year experience in implementing ERP policies has been
remarkably successful in halting the long period of economic
decline. However, the achievement of a sustainable rate of growth
r.emains constrained by a number of structural problems which the
Government intends to address: (i) the allocation of foreign
exchange on a priority basis to the most efficient enterprises to
ensure increases in industrial capacity utilization and widespread
improvements in industrial efficiency; (ii) reduction in the cost
and improvement in the responsiveness of the agricultural marketing
system; (iii) reduction in the budget deficit and improvements in
the structure of revenue and expenditure aimed in particular at
increasing resources for" the maintenance and rehabilitation of
existing capital assets; (iv) increased flexibility and improved
efficiency in the financial system; and, (v) greater reliance on
market determined price signals to achieve efficiency in resource
allocation.

I



Over the long term, Tanzania's development efforts are constrained
by rapid population growth, inadequate infrastructure (particularly
transportation), relatively low levels of manpower development, and
an export base vulnerable to unstable world commodity prices.

1.1.2 GOT Macroeconomic Policy Framework

The main objectives of the Tanzania three-year ERP are to increase
the rate of growth of real GDP to at least 4 % a year; to reduce the
rate of inflation from 32% in 1986/87 to below 10 % in 1989/90; and
to reduce the balance of payments current account deficit to a
sustainable level by the early 1990s while liberalizing imports.
Economic growth prospects are predicated upon a continued recovery
of the agricultural sector and a revival of industrial activity,
through adequate, production, pricing, and marketing policy measures.

The government's medium-term strategy for public expenditure,
includes more resources earmarked for maintenance of existing
capital stock and a containment of the growth of the civil service.
It is expected that expenditure restructuring measures will
contribute to a reduction in real terms in the rate of absorption of
goods and services by the government. The GOT monetary policy will
be directed towards strengthening the balance of payments and
reducing inflation, while improving the allocation of financial
resources through a more flexible interest rate policy and the
improvement of existing financial institutions.

The government external policies aim at bringing down the current
balance of payments deficit to a level which c~n be financed without
restric.tions for balance of payments purposes on current account
transactions and related payments. The major instrument. to
ac compli s h this goal is an ac tive exc hange rate. policy aimed at
attaining an equilibrium exchange rate by late-1988 and sustaining
it at that level. It is expected that the government will gradually
remove exchange and trade restrictions and will rely more on tariffs
and other indirect economic policy instruments to manage more
efficiently the import demand.

1.1.3 Prospects For The Future

The immediate goal of the government is re-attainment in many
sectors of earlier output levels. Due to the erosion of the capital
stock of the economy for at least a decade, it will take years of
rehabilitation to restore it. However, the returns to
rehabilitation programs, provided they are well-focussed, and
optimally funded, are likely to be qui te high. The application of
relatively modest amounts of additional resources at bottlenecks and
other critical points in the economy should result in a strong
rebound of economic activity and growth.



In the next five years, GDP is projected to grow at around 4 % per
annum (See Annex F). The largest sector, agriculture, is expected
to grow at an average rate of 4.2 %, wi th production for export
rising sharply in response to greater incentives and improved input
supply, and more modest growth, broadly in line with population
increase, for domestic food crops. The fastest growing sector is
expected to be industry, where resources in the past have been
biased towards what have turned out to be inefficient enterprises.
Gross output of the sector is not anticipated to grow much at first,
but value added should rise by over 8 % per annum as resources are
allocated to the more efficient firms, and the overall production of
the sector should rise through industrial restructuring. Overall
contribution to the economy is expected to remain modest because of
the- small ~ize of the sector.

The servic~s sector is expected to grow at 3.3 % per annum. Faster
growth is' expected in transport and commerce but the rate may be
slowed by continued restraint in pay increases and staff reductions
in the public sector.

Prospects to restore a viable balance of payments is expected to be
slow primarily due to the large volume of external debt (See Annex
F). Rescheduling and outright write-off may provide relief in the
early years of the recovery, but the magnitude of the external debt
which exceeds GDP even at the present overvalued exchange rate will
continue to constrain Tanzania's recovery for many years to come.
The low levels of exports relative to imports is another maj or
concern. Recorded exports are currently one third of imports. As a
consequence, the rate of growth of exports needs to be at least
three times the rate of import growth if the trade balance is not to
widen. .

In conclusion, should the rate of policy reform slacken or the flow
of external resources fall short of that anticipated in the
proj ec tions , the recovery of the Tanzanian economy will be more
gradual and at greater risk of stalling. The most critical aspect
of the recovery process over the longer term is the restoration of
exports and sustainability of critical infrastructure, particularly
transportation.

1.2 Tanzania Transport Sector

1.2.1 Transport: A Key Development Problem

Tanzania's land area (945,000 sq km) is the tenth largest in
Sub-Saharan Africa; economic activities are widely dispersed around
the country. The transport sector plays a vital role in the
economy, particularly in agriculture l for internal distribution and
marketing of food crops as well as export of cash crops such as
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cotton, coffee, tea, sisal and sugar. The transport infrastructure
also serves as an important corridor for the external trade of five
neighboring land-locked countries: Zambia, Burundi, Rwanda, eastern
Zaire and Malawi. Roads are the predominant transport mode overall
with railways taking a major share of the important import/export
and international transit traffic.

The transport system comprises i) a road network of about
82,000 kms; ii) two railway systems - TRt operating about 2,640 kms
of track and TAZARA (jointly owned by Tanzania and Zambia) with 970
km of track within Tanzanian terr.itory; iii) an ocean port system
operated by the Tanzania Harbours Authori ty (THA), centered on Dar
es Salaam port with smaller ports at Tanga and Mtwara on the Indian
Ocean; and, iv) lake ports operated by TRC on Lake Tanganyika, Lake
Vi'ctoria and Lake Nyasa. Additionally, there are two international
airports (Dar es Salaam and Kilimanj aro), eleven other paved
airports and over SO unpaved air strips. A pipe line carries crude
oil from Dar es Salaam to Ndola in Zambia.

1.'2.2 Major Sectoral Constraints

The transport sector has deteriorated over a number of years.
The condition of most rural roads in Tanzania is poor and transport
to· vi11ages is. both difficult. and costly. In many areas transport
is largely restricted to the dry season. Similarly, the trunk road
network has deteriorated to such an extent that only about 40% of it
is in good condition, severely increasing the cost of transport and
curtailing the movement of goods. Trucking, which carries over 70%
of total domestic traffic, including haulage of all agricultural
produce from the rural areas, has been allowed to deteriorate due 'to
lack of foreign exchange to replace the aged fleet as well as to
maintain the fleet in running condition with spare parts and tires.
The railways, which are strategically located to carry the majority
of long distance domestic goods, are only able to carry 30% of the
goods movement in the country. The ports, with their deteriorated
berths and equipment, are unable to adequately accommodate the
import/export traffic of the country, nor compete effectively
against other regional ports for transit traffic of the neighboring
landlocked countries. The deteriorated state of the transport
infrastructure and the unsatisfactory operational efficiency of the
sector are stalling the progress of the Government's Economic
Recovery Program.

The problems in the transport sector are, in a large part, the
result of failed policies. (See Annex C). In the past, the
Government has applied various administrative mechanisms to improve
transport operations, but the results have fallen far short of the
intended outcome. Because of the foreign exchange shortage, the
Government ailocated essential transpo~t inputs by an administrative
system which did not yield the expected benefits; the tight fiscal
budget resulted in inadequate allocations for the maintenance budget



c-causing a precipitous deterioration of the road network; the
administered tariff system for the trucking sector resulted in lower
transport supply for the publicly regulated sectors; and the lack of
timely tariff adjustments has caused the railways to operate in
deficit. Transport policies are now receiving close scrutiny by the
GOT.

1.2.3 GOT Transport Development Programs

Since the advent of the ERP in 1986, the GOT has acknowledged
that the neglect of the transport sector was a great mistake.
Currently, the Government's object~ve in the transport sector is to
generate immediate improvements in the supply of transport services
followed by more sustained growth in the capacity and the volume of
services commensurate with the expansion taking place under ERP.
The basic infrastructure (roads, rail tracks, ports) and operational
units (locomotives, wagons and trucks) already exist, but in varying
degrees of disrepair. To generate immediate gains in the available
capacity, resources are being targeted towards rehabilitating and
replacing the operational units. This effort must be supplemented
by infrastructural rehabilitation, particularly roads, which require
a longer lead time to improve. The policy framework is also being
sharpened to remove pricing and operational controls from both the
trucking and railways sub-sectors to maximize the use of the
existing and improved operational units. The GOT National Transport
Policy (NTP), which is currently being finalized at Cabinet level,
formulates the specific steps required to realize these policy goals.

The NTP represent~ the first time such an exercise has been
attempted in Tanzania. The NTP recognizes that inadequate
maintenance has resul ted in extensive deterioration of the basic
transport infrastructure in the country. The condition of the
network is such that a massive injection of funds is required to
restore it. The NTP recommends, inter alia, that the GOT: i)
concentrate future efforts in rehabilitation and maintenance of the
basic network; ii) increase resource allocation to the transport
sector, particularly for roads, from 13% of the budget to 25%; iii)
improve the utilization of existing assets through improving the
management and operations of the transport sector; and, iv) adjust
the government institutional structure consistent with effectively
carrying out the required rehabilitation,· maintenance and
operations. This implies that v) maintenance allocation for roads,
which has fallen far short of requirements in the past, will need to
be given top priority in the future; vi) ~oreign exchange allocation
·for road maintenance as well as recurrent operational requirements
of the trucking, railways,' and aviation systems will need to be
secured (albeit to the extent possible given the current shortage of
foreign exchange); vii) systematic effort must be made to improve
the operational efficiency of the sector; and viii) financial
performance and cost recovery must also be improved throughout the



..'

sector .. The NTP provides the Ministry of Communications and Works
(MCW) with overall responsibility for planning, development,
utilization and maintenance of the transport network. A Directorate
of Planning and Research was recently established within MCW to
handle overall transport planning and coordination. The Trans.port
Sector Recovery Program has been designed by the GOT, with lBRD
assistance. as an investment package for effectively financing and
implementing the policy goals set forth in the NTP.

The requirements of physical rehabilitation and extension of
rural roads to areas of high agricultural potential requires massive
investment. A . rehabilitation and modernization program is in
progress for the port of Dar es Salaam in order to increase its
capacity and efficiency. An emergency relief and rehabilitation
program for Tanzania Railways Corporation (TRC) is being
implemented, and is scheduled for completion in 1989; thereafter, a
longer-term program of improvements is planned. A ten year
development program is underway for the Tanzania-Zambia Railw·ays
(TAZARA) to increase the effective capacity of the railways to
handle more traffic. Availability of trucks has improved as a
result of foreign exchange. Continued support is required to
maintain the required level of the truck fleet and its operations.
Rehabilitation of the roads is getting underway, but the financial
requirements for this are substantial.

1.3 AID Country Strategy

1.3.1 USAID Strategy for Tanzania

A five-year hiatus in U.S. economic assistance to Tanzania was
broken by a new program .resumed in FY 1987 to support Tanzania's
Economic Reform Program and its larger role in providing regional
transportation for landlocked Frontline States. What was to have
been the termination of a 27-year-old bilateral development
relationship is now a new program conditioned on the GOT's
commitment to economic reform.

Because of Brooke Amendment restrictions, USAlD/T began
phasing out of Tanzania in 1983, a year after Tanzania stopped
making payments on its USG dollar loans. But with the inauguration
of a market-oriented Economic Recovery Program, highlighted by a
Standby Agreement with the lMF and a Paris Club rescheduling, the
Brooke Amendment was lifted in April of 1987. USAlD/T began to
build a new program in mid-1987.

To contribute to the nation's recovery, the new USAlD/T
program focuses on transportation. After discussions with the
Government, the World Bank and the lMF, and its o·wn assessment of
the Tanzanian economy, USAlD/T decided that facilitating the
movement of agricultural commodities is the most effective way the
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USG can assist in the immediate objective of attaining economic
growth and to improve incomes for the Tanzanian people. Two grants
signed in late FY 1987 will help relieve transport bottlenecks which
constrain regional and domestic income, marketing and exports.
Attention now to sector policy constraints such as institutional
reform, freight tariff rates, infrastructure maintenance, and the
role of the private investor also enables USAID/T to contribute to
ongoing effo~ts to strengthen efficiency and competition. In the
medium-term, as the economic situation improves, USAID/T's emphasis
will broaden to include three or four other priority development
projects - but only transportation will receive a sectoral or
program level of AID attention.

By the end of FY 1987, USAID/T had already made major'strides
in formulating a new portfolio. During FY 1987, in conjunction with
the Tanzanian Government, USAID signed a $12 million African
Economic Policy Reform Program to further policy reform for the road
transport sector. A regionally-funded SADCC project for $45.9
million to strengthen locomotive power for the TAZARA railway was
also signed in FY 1987, and will be implemented from Dar es Salaam.
In addition, a major food aid agreement was signed in 1987 to
support the Reform Program. USAID has signed a follow-on PL-480
Section 206 program to support policy adjustments in agriculture and
to help meet food import requirements.

In FY 1988, USAID/T is concentrating on the implementation of
its large transportation portfolio, to which additional DFA funding
will be obligated to support the AEPRP Transportation Grant signed
last year.

1.3.2 Past USAID Programs in the Transport Sector

The Road Materials Testing and Use Project (621-002) was the
second activity funded by AID in Tanzania in 1961. Between 1961 and
1984, AID supported 17 transport sector activities, primarily
related to roads, representing a total investment of $42.6 million.
These public sector activities ranged from a $2,000 grant for
training a Tanzanian engineer in low-cost earth ro~ds to the $13.1
million Tan-Zam Highway Project in 1970. This latter project
constructed one of the two major paved roads in the country which
remains, to this day, a pillar in Tanzania's transport sector.
Eleven of the activities centered around rural road rehabilitation
and maintenance. Interventions included technical assistance,
training, materials and equipment. Some activities were road
components of larger projects such as the Maasai Livestock and Range
Management Project (621-093) and the Arusha Planning and Village
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Development Project (621-143). Nevertheless l between 1961 and 1984 1

USAID/Tanzania always maintained a transport activity in its
portfolio. Annex K provides of a brief description of these
USAID-financed transport sector activities.

1.3.3 On-going Bilateral Transport Activities

1.3.3.1 FY 1987 AEPRP Program

USAID is financing development activities in .the roads
sub-sector through two programs: the Tanzania Economic Policy Reform
Program (621-K601) and the PL 480 Program.

On September 21, 1987 1 U'SAID signed an ESF-funded $12 million
Program Grant Agreement wi th the Government of Tanzania for
transport sector economic reform. This was the culmination of one
year1s preparatory work, which began with the determination that AID
should concentrate' its efforts on improving the agricultural
transport sub-sector.

During the design of this program a lItwo track ll approach was
developed. First, to respond to the need for recapitalizing
Tanzania's fleet of trucks for rural transport and equipping road
rehabilitation and maintenance units, a cash grant was provided to
the GOT to finance importation of private and public sector truck
parts required for road transport. The second part of the program
financed road rehabilitation 1 particularly rural feeder roads, from
the counterpart funds generated from local currency payments made by
the importers who use the foreign exchange financing.

The $12 million.cash grant was divided into two equal tranches. The
cqnditionality attached to the first "tranche included: 1) a 25%
increase l in real terms, in the national development budget for the
transport sector; and l 2) agreement to award all contr~cts for road
construction and rehabilitation on a competitive basis, including
the private sector. The conditionality for releasing the second
tranche requires the GOT to demonstrate that the contracting process
has been open to private sector firms and that a substantial number
of road rehabilitation contracts have been awarded to the private
sector.

The initial conditionality was met two months after signing the
grant .agreement; the Program's progress since that time has been
slow. The GOT administrative capacity is limited and most
substantive decisions and supporting action have taken longer than
expected. The lack of a Commodity Management Officer in USAID has
also required reliance.on. REDSO/ESA's TDY services. Experience with
the import program has been disappointing in that some of the
ini tial allocation reqlJests have had to be rej ected because of
irregulari ties. Currently 1 the Bank of Tanzania is informing six
importers that their applications totalling about $2.4 million are



approved and that the local currency deposits are required to open
their letters of credi t. Experience wi th the foreign exchange
financing to date has demonstrated that the eligibility list is too
restricted. Accordingly, in mid-June USAID proposed to expand the
eligibility list to includ~ tools and equipment for the repair of
road transport equipment, raw materials for the fabricating and
reconditioning of spare parts, ancillary equipment permitting fuller
or more efficient use of primary transport equipment (e.g. forklifts
for loading trucks) and raw material for retreading tires.

Due to the delays in allocating the foreign exchange noted above,
local currency generations have not been available to the GOT for
road rehabilitation. Nevertheless, USAID has a TeN civil engineer
in place who will moni tor the GOT I S road' rehabili tation progres s
closely during the initial period. He will obtain a comprehensive
understanding of the GOT tendering and implementation system both to
identify improvements and to guide the significant expansion of
these activities planned under the new AID, IBRD, and other donor
programs.

1.3.3.2 PL 480 Road Programs

Since 1980, over $6.0 million in counterpart funds have been
provided for rural road rehabilitation projects by public sector
force account from the USAID PL 480 Assistance Program. Until 1987
only a small fraction of PL 480 Title 1 counterpart funds were
programmed for road development and maintenance. However, for the
first Title II Section 206 Program in 1987 I nearly 85% of the
counterpart was earmarked for road rehabilitation activities
reflecting both the GOT I sand USAID I s view that the deteriorating
road conditions were the major impediment to increased agricultural
production and marketing. Th"e FY1988 Section 206 Agreement is
expected to earmark the largest portion of local currency
generations for road rehabilitation. (See Annex L for Role of PL 480
in the Roads Sub-Sector.)

1.4 Other Donors Supporting the Transport Sector

1.4.1 lBRD

The World Bank has had an active transport sector investment program
in Tanzania virtually since the country joined the Bank in 1962.
Transport has been one of four major sectors of concentration for
the Bank (the others have been agriculture, industry, and education
and manpower development). In all, the Bank has extended credits
and loans to help finance six highway projects, one trucking
proj e ct, two railway proj ects, and five port proj e cts . During the
early years of' lending, the proj ects concentrate'd on financing of
construction and equipment for public parastatals. The focus later
shifted to strengthening of local institutions with provisions for
technical assistance and training.



Strong evidence of the IBRD' s continuing interest in the overall
transport sector can be found in the support it provided the GOT in
preparing for, and conducting, the Transport Sector Donors'
Conference held in Arusha December 14 - 16, 1987. As a result of
its recent involvement, the IBRD has emerged as the clear leader in
the transport sector among Tanzania's donor~.

The main objective of the IBRD's current $50 million Sixth Highway
Project is to rehabilitate deteriorated sections of the TANZAM
Highway and priority sections of the country's gravel road (trunk)
network serving the productive agricul tural areas. The proj ect
continues to support the trucking industry and assists the GOT to
develop more efficient and effective road transport policies.
Specifically, the project includes financing for:

i) . the implementation of a road rehabilitation program
con.sisting of about 295 kms of the TANZAM HighlJJay and
700-1000 kms of gravel roads;

ii) the implementation of an equipment rehabilitation program;

iii) technical assistance to the Ministry' 'of Communications
and Works (MCW);

iv) training of engineers,
professionals, highway
personnel;

planning officers
technicians, and

and
road

other'
field

v) technical assistance to the local contracting industry;

vi) a program of maintenance spares and assistance' to the
trucking industry; and .

vii) consulting services to carry out (a) feasibility studies
and detailed engineering of three paved road sections
totalling about 423 kms, and (b) a study of agricultural
feeder roads.

Implementation progress on the Sixth Highway Project is slow. For
at least two years, the IBRD has been considering a further highway
project which would emphasize rural -- as opposed to trunk -- roads,
based on the same rationale as that for the $12 million A.I.D. AEPRP
Transport Sector Reform Project, i.e., that deteriorated rural roads
are the major bottleneck to improved economic performance and growth
in the rural sector. It is anticipated that final pre-feasibility
for this proposed project will be carried out in August 1988 with
feasibility conducted a few months later in November. The IBRD has
indicated that it plans to insist on significant policy reforms with
regard to responsibility and authority for rural road maintenance
and rehabilitation as a condition for effectiveness of this credit.



1.4.2 Other Donors

Virtually all DAC donors currently active in Tanzania ar~ involved
to one degree or another in the development and rehabilitation of
the transport sector. There are, for example, at least seven major
donors involved in the current efforts to rehabilitate the Port of
Dar es Salaam. A similar number of donors are helping both the
Tanzania Railways Corporation and TAZARA. In the road transport
sub-sector alone, a recent informal poll indicated that at least
thirteen donors are financing road projects.

At the present time, there is no apparent overall pattern to this
assistance in the roads sub-sector,' aside from the generally
acknowledged leadership, role of the IBRD discussed earlier. Rather,
each donor is working on one or more stretches of road, most often
reconstructing them (although there is some rehabilitation going on
as well). Current activities seem to reflect the general notion
that institutional development efforts are not fruitful. A recent
evaluation of a rural road rehabilitation and maintenance effort,
which has gone on for nine years in connection with an integrated
rural development project, indicated that there has been virtually
no technology transfer and that the effort is nonsustainable by the
Tanzanians when donor financing is terminated (an example, mirroring
the previou sly mentioned I BRD di sappoi ntment in this regard). In
general, donor-financed road activities depend on expatriate
contracting, affect a relatively small number of road segments, and
do not leave behind significant,institutional improvement.

The unproductive nature of this kind of donor assistance with regard
both to overall transport development'and to sustainability was the
major (if somewhat informally treated) theme of the mid-December
1987 Arusha conference. It is clear that improved donor
coordination is needed, as a necessary but not sufficient ~ondition,

to effect institutional changes in the GOT leading to more effective
transport sector (and road sub-sector) administration. Effective
donor leadership is a key element. While the IBRD is indeed the
recognized leader in the transport sector, they really do not have
the staff on the ground to accomplish the demanding workload which
this leadership requires. The lack of leadership is a major brake
to more effective 'sectoral and sub-sectoral development. The GOT is
planning to establish a Road Transport Coordination Committee
chaired by MCW with representative of relevant ministries and donors
to discuss technical, financial and management issues.

(



2.0 ANALYSIS OF THE ROADS SUB-SECTOR

~ The Role of Roads in Tanzania

2.1.1 Roads and Economic Integration

Road transport is steadily expanding its share of goods and
passengers carried in Tanzania due to the attractiveness of its door
to door service, the wide range of volumes it can accommodate, and
the more flexible scheduling it permits. It is estimated that road
transport carries 70% of all Tanzania I s freight representing a
capacity of about 1.7 billion ton-kms per year.

As road transport grows it is also fulfills another very important
function- economic integration. Roads , more so' than any other form
of transport, connect the farms with markets , factories with shops,
workers with jobs, and villages with cities. Roads lead both to
rural areas and to urban areas unifying Tanzania's communities and
families. Roads are the most common paths to neighboring borders and
to local ports which are the gates to Tanzania I s international
trade. The GOT's ERP recognizes the tran's port sector I s importance,
especially the road network, in invigorating the other productive
sectors of the economy and ranks it second only to agriculture in
priority for new investment.

2.1.2 The Central Role of Road Transport in Agriculture

Agriculture continues to be Tanzania I s most important economic
sec tor. It contributes approxima tely 80% of the total export
earnings , 70% of the country's employment , and 40% of the GDP. The
agricultur~l sector depends upon road transport to deliver inputs
"(e·.g. fertilizers, seeds, insecticide, pe"sticides, and implements)
on time, and to market agricultural produce, initially to storage,
and, from there, to other domestic and/or foreign markets. Roads
also must move the people involved in agriculture, including the
farmers, farm workers , extension officers , buyers, and sellers.

During recent years, road transport has not met these requirements.
Agricultural inputs have not always been delivered on time resulting
in higher prices for those inputs. which are available, lower
harvests, and smaller farm incomes. Truck shortages have caused
agricultural products to pile up in agricultural areas, and
increased post harvest losses resulting from damage by rain or
vermin. Some cash crops have never gotten to market because of rqad
transport bottlenecks and valuable foreign exchange has been lost.

The rehabilitation and continued maintenance of rural roads is
especially critical to ease several of the constraints restricting
agricultural transport and marketing. First, it would reduce the
private truckers reluctance to operate in rural areas. Second , it
wo u1din creasethe a c ce s sibiIi t y 0 f viIIage sand t huse xtend the
length of the potential crop season. Third, it would increase
vehicle availability by reducing maintenance needs and vehicle
down-time. Finally, it would reduce transport costs and the demand
for spare parts and tires.



·2.1.3 The Case for Improving Road Conditions

There is a consensus that an improved road network is the keystone
to Tanzania's economic recovery. The importance of roads in terms
of economic integration and agricultural production has been
highlighted above, Yet there is a more strategic reason for
targetting the road sub-sector for special attention. Improvements
in the roads network offer the best opportunity for Tanzania to
break a vicious circle - a circle wherein inadequate transport
caus es produ ction and income to drop I and I as a res ul t I fewer
resources are available for either next year's production or
remedYing the original transport problem.

2.2 Description of the Road Sub-Sector

2.2.1 Definition of the Road Sub-Sector

The Government of Tanzania divides the country I s 82,000
kilometer road network into two categories: classified roads (45,600
kms) and unclassified roads (36,400 kms). These classifications are
based upon the functional characteristics of the road sector and, to
a lesser degree, administrative aspects of the road, Classified
road s , represe nt thos e cons idered es s ential by the GOT. The
classified road network is further sub-divided into four classes:
trunk roads, local main roads, regional roads and district roads.

Trunk roads, which comprise 10,000 kilometers of the
classified road system, are the backbone of the country I s road
network, providing international, national and interregional through
connections. Trunk roads connect the country's.major economic areas

. of production, processing and consumption, The trunk road system
includes the TANZAM Highway, the Dar-Moshi-Arusha, Morogoro-Dodoma,
and Mwanza-'Musoma roads. Approximately 3,200 kilometers of the
trunk roads are bituminized while the remainder are gravel and earth
surfacing.

An estimated 60% of the trunk road system is characterized by
extensive failures of the surfacing, base, sub-base and structures
which require significant rehabilitation before routine maintenance
can be undertaken. Vehicle operating costs are considered to be the
highest in East Africa. The timerequi red to travel between
regional centers is often measured in days instead of a few hours as
is normal for this type of road. Transport of agricultural produce
is costly and normally results in extensive damage and bruising of
the produce during transit. During harvest season transport
shortages occ~r and, in recent years, substantial amounts of produce
do not get to market,



Rural road"s are the arteries of Tanzania IS agricul tural
sector. They include all roads which are not covered by the trunk
road network: local main roads, regional roads and district roads in
the classified road system as well as the unclassified feeder
roads. Of the 72,000 kilometers of rural roads there are an
estimated 21,000 km of regional roads under 20 Regional
Administrations, 14,600 km of district roads under 101 District
Councils, and about 36,400 km of unclassified feeder roads.

The condi tion of the rural road system is poor. Only a
fraction of rural roads are maintained. Rural roads are difficul t
to traverse during the dry season and impassable during the rainy
seas on. tn many ins tan ces , commercial size trans port cannot use
these roads at any time.

The t r u c kingind us try, a ma j 0 r use r 0 f the r 0 ad ne two r k ,
consists of an estimated 11,000 vehicles with a total capacity of
81,000 tons. Seventy-five percent are privately owned, with 60% of
all vehicles owned by small operators having up to four trucks.
One-truck operators control 40 % of the fleet. Most of the
remainder belong to parastatals , including six Regional Transport
Companies (RETCOs) organized under MCW's National Transport
Corporation (NTC) and a large number of companies, the primary
business of which is not transport, but which operate truck fleets
to support their operations.

Average annual mileage achieved by the trucking fleet is low,
estimated at about 26,000 kms per vehicle. Large, private
inter-regional operators and the RETCOs achieve the most mileage,
with trucks achieving 40-70,000 kms per year, and therefore they
appear the most ~roductive. On the other extreme, crop authorities
and small truck owners, who are only in the transport business
part-time, achieve as little as 10,000 kms per truck annually. A
study by the World Bank presents the case that the major
under-utilized capacity in the transport industry are the
small truckers who own one or two trucks with a capacity of five
metric tons or less. This view is shared by the MCW Planning Unit.

2,2,'2 Road Transport Policy and Regulations

The'Government of Tanzania directs and otherwise influences
the roads sub-sector in a variety of ways: through road transpo'rt
policies and its powers over the organization of the transport
industry, financing road development, and maintenance(including
taxation) and road regulation.

2.2.2.1 Road Transport Policies

The Government's obj ectives, policies, and regulations on
road transport are governed by the broader developmental objectives
and policies of the transport sector contained in the National
Transport



Policy (NTP) noted above (see Annex C). The GOT is very concerned
about the efficiency of the roads sub-sector since it is heavily
dependent upon imported inputs. With this in view, the GOT's policy
obj ectives for the roads sub-sector are to: 1) maximize the
efficiency of road transport; 2) develop and use road transport when
it is the most appropriate modality in terms of economic and
operational advantages; 3) use the most suitable equipment which is
also economical in terms of cost; and 4) improve the serviceability
and utilization of equipment. The Ministry of Communications and
Works is responsible for the development of the GOT road policies.
Government policies acknowledge the importance of the private. sector
in, providing road transport. The NTP states that private
transporters will receive the necessary assistance to ensure
continued efficient operations, 'by treating them equally with public
sector as far as access to equipment and inputs is concerned. The
Government has also indicated that the public sector l/Jill be
expected to improve its eff~ciency.

One of the primary constraints to rO'ad transport, especially'
agricultural transport on rural roads, is the lack of financial
incentives to private truckers. In the past, Regional Tender Boards
have established minimum and maximum rates for ton-kms for
intra-regional transport. A simple ton-km rate, based upon costs
averaged over all vehicle sizes, commodi ties, and distances, cannot
meet the diversity of haulage conditions in rural areas where the
roads are bad and the haulage distances are short. When average
rates are applied truckers concentrate on good roads and long
hauls. Because of those problems, the GOT no longer enforces the
official rate structure; the de facto decontrol of these rates is
making it_ possible for tr'uckers to profitably seek more remote
load s. The GOT., wi t h the ass is t a 11 ceof a Wo rId Ban k. stu d y , is
examining how to relate the formal road tariff structure more to
competitive market forces. The most critical constraint to the
introduction of a meaningful tariff structure is of course the
current poor condition of the road network.

2.2.2.2 Financing Road Development and Maintenance

The GOT financing for road construction and maintenance is primarily
provided from subventions from central and local government general
fun d s. Ma i 11 tenan ce act i vi tie s are g e nera11y fun d ed fro m the GOTis
own funds. Donors are the principal source of financing road
construction and rehabilitation. (See Annex C)

The recurrent GOT budget for the maintenance of trunk roads is
the equivalent of US $5.6 in 1988/89. Preparation of a maintenance
budget for trunk roads is the responsibility of the MCW Planning and
Research Division. The resident engineers posted at the Trunk Road
Maintenance (TRM) headquarters in each of the 20 regions prepare
their yearly work plans and also estimate the budget for same.
Their budget proposals are forwarded to the Planning and Research
Division of the MCW. This Division prepares the final MCW



rna i nten an ce bud get ( r e cur r en tand deve I 0 pmen t bud get) bas edon the
Resident Engineer's (RE) request and in line with the guidelines and
ceilings from the Ministry of Finance l Economic Affairs ~nd Planning
(MFEAP). The final budget is prepared by the MFEAP.

As in all· government budgets the final figure is often
influenced by issues extraneous to the technical work plan prepared
by the MCW. During recent years the GOT I s tight budgets have
neglected road maintenance. Another non-financial constraint in
road maintenance is a shortage of trained staff (engineers and
planners)who are able to prepare realistic budgets that reflect the
road work which is required.

The maintenance budget for rural roads is prepared in the same
manner as for the trunk roads l except that instead of the MCW 1 the
Ministries responsible for the preparation of the budget are the
MLGC and PMO", The proposed budget is first prepared at the village l

district l and regional levels by the village and ward councils and
district and regional plann~ng officers.

"As in the case of the trunk road maintenance l MFEAP has the
final say" on the budget and as noted" above 1 the final approved
budget may not reflect the needs and work plans of the villages l

district and regional people. The shortage of train13d staff for
preparing a maintenance budget is even more acute for rural roads
than the trunk roads as there are fewer qualified engineers and
planners at the district and regional levels,

The budget allocations for rural road works at the regional
and district level can only be estimated, The estimate for
recurrent and development expenditures in FY86/87 is US$9.3
million. Of this 1 only US$3. 5 million was allocated to rou"tine
maintenance (including salaries) In FY87/88 1 it is estimated that
routine maintenance was increased to US$4.6 million. In FY 88/89 1

the rural road maintenance budget has substantially increased to
$7.2 million. The International Bank for Reconstruction and
Development (IBRD)I is the major donor supporting the development of
trunk roads (see section 1.4) A number of donor activities support
projects inl:he recurrent and development exp~nditures for rural
roads.

The GOT is examining alternative sources of financing for road
development and maintenance. The GOT would like to ensure that user
charges cover at least the recurrent costs of road maintenance.
Towards this end l road tolls were first introduced in Tanzania in
1986 primarily along the paved sections. The introduction of road
tolls for other roads i.e. gravel l has been hampered due to the bad
condition of such roads.

Road tolls are currently set at 50 and 100 Tanzanian shillings
for light vehicles and trucks respectively and $3 and $6 for
non-Tanzanian registry or international registry vehicles in the
same classes. There is no indication of a load-related fee. Tolls
are collected by the Ministry of Finance at toll stations along main



roads. The MFEAP does not provide reports on the fees collected by
the Road Maintenance Division of MCW. Neither do they use the
weighbridge data of the MCW to develop tariffs based on road surface
wear and tear costs (or road maintenance costs) caused by these
vehicles.

The average daily traffic along these paved roads is estimated
to be in the range of 400 vehicles, and currently there are ten road
toll stations in the country. The estimated revenue from road toll
tax for FY 1987/88 is U.S. $1.56 million. Effective July 1, 1988
the GOT raised the road toll rates by almost 100 per cent. These
new rates also relate to loads and axle weights of vehicles and
trucks. Additionally the GOT will introduce four new road stations
effective January 1, 1989. As a result of the new rates and
additional road toll station~, the revenue from road toll tax for FY
1988/89 is estimated to reach $4.38 million.

The GOT obtains much .higher user fees through taxation of
fuel, tires, and spare parts, import duties, registration fees for
vehicles, road tax, and license fees.

Unti I now, only 50% of the us er revenue ac crued from the items
listed above has been re-invested in the road network. The GOT is
proposing to change this system, and to provide all of these funds
to the road network. The MCW is charged with reviewing and advising
GOT on suitable levels and mechanisms for the collection ·and
administration of such user charges.

2.2.2.3 Road Transport Regulation

The GOT regulation of the road sub-sector includes licensing,
traffic control, and road safety. Licensing for trans port is
administered by the Central Transport Licensing Authority (CTLA) of
Mew. License fees are set by the Ministry of Finance, Economic
Affairs and Planning. MCWcontinues to voice its concern about the
detrimental" effect on Tanzania's roads caused by vehicle ov~rloading

and axle weights. It intends to enforce the established axle load
limits so that the road network lasts its expected life.

0ne of the most effective forms of government regulation of the
roads sub-sector has been indirect; through the allocation of
foreign exchange for new vehicles, spare parts and support
equipment. The effective capacity of the Tanzanian vehicle fleet has
been significantly reduced in recent years by shortages of fuel,
tires, and spare parts. Many vehicles have been not operational for
extended periods and many truck owners were reluctant to risk their
vehicles upon poor rural roads when neither spares, tires, nor



vehicle replacements were available. Unfortunately I the private
sector transporters were more adversely affected than the public
sector. These problems are now less severe as a result of the GOT
permi t tinga portion of foreign exchange earnings to be retained
through the Own Import Schemel donor support(including A.I.D')I and
improvements to the fuel distribution system. However, continued
donor support is crucial to maintain an adequate inflow of fuel l
spares, and raw materials for tires for the foreseeable future.

2.2.3 Road Construction and Maintenance

2.2.3.1 Institutions

The construction and maintenance of the trunk road system is
vested with MCW. The organizational chart of the responsible
Departments within the MCW is provided in Annex D. Major trunk road
construction projects l including all paving work, are done by
international contractors generally financed through, donor
assistance. Maintenance is carried out by MCW crews located in the
regions at established base camps. Heavy construction and
maintenance equipment is nominally assigned to each camp but is.
actually' maintained by the Mechanical. and Electrical Services
Department within the MCW. A Resident Engineer from MCW is
assigned to each region to plan I coordinate and implement the Trunk
Road Maintenance (TRM) activities.

Construction and maintenance of the rural road system is
currently split between the Prime Minister I s Office (PMO) through
the Regional Administratioh and the Ministry of Local Government and
Cooperatives (MLGC) through the District Councils. The
organizational charts for the relevant offices responsible for road
works in the PMO and MLGC are shown in Annex D.

Within the road sub-sector the lack of a proper definition or
understanding of the exact roles and working relationships between
MCW I regional authorities and local government authorities has led
to both developmental and operational problems. First l there has
not been any systematic maintenance of rural roads due to poor
coordination between the technical organization (MCW) and the
organizations with administrative responsibility for these roads.
Secondly I there is no insti tutional structure in place to assist
local authorities prepare budgets and locate financing for rural
roads. Thirdly, equipment distribution and maintenance has been
swb-optimal. Fourthly, since local authorities are short on
technical pe~sonnel, staff supervision and development have been
poor. In order to overcome these problems the GOT has proposed to
form a Rural Road Division in MCW as the sole government entity
res ponsible for coordination, 'overall guidance I supervision and



technical control of the development and operations of the
sub-sector at all levels. This technical solution is not without
significant political costs associated with the perception that
decentralization principles are being jeopardized.

After many IBRD audits indicating that the GOT's policy of
attempting to do all required road work by force account was
generally ineffective (and what was accomplished was at unacceptably
high costs), the GOT and the IBRD reached agreement that major road
rehabili ta tion work s under the Sixth Highway Proj ect should be
carried out by contractors. It is more effective for the GOT to
concentrate its force account efforts on routine maintenance.

There are a number of local contractors capable of undertaking
road rehabili tation and maintenance contracts. One of these, GOT
road construction parastatal MECCa, has a suitable equipment base
and trained staff to undertake sizable contracts. However, much of
its equipment is not in working order and needs .to be overhauled
prior to accepting any large .contract. A recently conducted IBRD
study identified 28 additional private contractors, 11 large and 17
smaller firms, that are ready, willing, and, in most cases', able to
undertake rural road rehabilitation work. If these domestic
contractors could be encouraged to undertake road rehabilitation
contracts, the ability of the GOT to further develop and improve the
road transport sector will be significantly enhanced. In addition,
several international contractors operating within Tanzania could
carry out the work. Virtually all of them began operations under
donor funded projects. They are prepared to accept additional road
works provided the contract is packaged large enough and the
contract has a foreign exchange element.

2.2.3.2 Staff and Equipment Resources

MeW has 2,950 ~stablished positions for engineers,
technicians, mechanics, supplies officers and accountants. During
the past year, a significant emphasis was placed on recruitment to
fill vacant positions. Whereas a few short months ago 48% of the
posts were occupied, today approximately 90% of the posts are
filled. Substantial under-employment continues to exist in the
Training and Supplies Divisions within MCW.

The staffing of the relevant offices for road development and
maintenance at the regional and district levels is difficult to
ascertain. Previous studies were unsuccessful in compiling this
information since the road responsibilities overlap with all other
publi~ works activities at this level. Many regions and districts
failed to report any positions. From the available data it would
appear that only 20 to 25 engineers are available for 118



positions. Approximately 180 technicians - are currently serving as
support staff for the rural road system. Since 4-5 technicians are
r equi red to sup po r t ,e a ch pro j e ctengin e e r , full s t af fin g 0 f the
e ngi neeri ng po s i tions would requ i re a fourfold i ncrea s e in the
technical staff.

As the road development and maintenance programs expand, there
is likely to be a severe shortage of local engineers. The
University of Dar Es Salaam offers civil engineering training which
is likely to be expanded in the future. Also, the skills of the
roads technicians will need to be upgraded. Specific training which
is required includes: costing, grading and gravelling, drainage
structures, and equipment maintenance. These skills can be
transferred though a combination of coursework at the MCW Mgorogoro
Training Center and on-the-job experience. '

The equipment fleet currently assigned to trunk road
maintenance in MCW is distributed among the 20, regional offices.
Composition of the fleet includes 616 items of heavy equipment and
426 dump trucks, transport trucks and light vehicles. Total
av~ilability of the fleet is 43%. However, the availability of the
heavy equipment required for maintenance is noticeably lower at
36%. Refer to Annex D for the summary of equipment.

Equipment available at the regional and district level for
rural roads is also incompletely tabulated for the reasons noted
above. From the data compiled, it is obvious the numbers of heavy
equipment for routine and recurrent maintenance is insufficient to
accomplish the task. Of the assjgned equipment, 67% was available.
The number of dump trucks available ~as somewhat higher at 69%. The
light vehicles for supervisory roles were not reported as they are
nominally assigned to the local administration and are, not
exclusively available for road works.

2.2.3.3 GOT Objectives for Road Construction and
Maintenance

For the trunk roads, the GOT goal is to extend routine
maintenance to 70% of the paved and gravel trunk road network. To
achieve this target, the GOT plans to:

-Focus the Road Department activities on maintenance;

-Develop an adequate budget and provide financing for road
maintenance;

-Expand the use of local private contractors to carry out
periodic maintenance works as a means of increasing overall
capacity;



-Consolidate the servlclng of all equipment under seven zonal
workshops in order to improve the plant and equipment
availability; and,

-Strengthen personnel s kills through a formal MCW Manpower
Development Program

For the rural roads, the GOT's ultimate aim is to maintain
50,000 kilometers of rural roads including all regional and district
classified roads and about half of the unclassified feeder roads.
However, the effort required to bring these roads to an acceptable
condition and to adequately maintain them far outpaces the existing
financial and technical capacity of the Government. Priority is to
be given to classified essential roads.

A recent study conducted for the MCW identified 10,000
kilometers of high priority rural roads to be maintained and another
1,400 kilometers requiring rehabilitation. To implement this
priority maintenance program will require the GOT to:

-Establish a Rural· Road Division within the Mew that will have
technical and implementation responsibility for all roa'd
maintenance in the country.

-Provide financing for the priority road maintenance program
and increase the budget level to meet minimum requirements on
the remaining network;

-Utilize domestic contractors for the rehabilitation of 640
kilometers of essential roads;

. .
-Assign all road maintenance equipment to. seven zonal
wo r ks hop s fro m whi c h the reg ionsand dis t ric t's can " hi r e II

necessary equipment on an as-needed basis;

2.3. Constraints and Issues Related to the Roads Sub-Sector

2.3.1 Ranking of Constraints in the Roads Sub-Sector

Based upon USAID's analysis of the roads sub-sector, the following
rank ordered constraints are the most serious obstacles to an
efficient Tanzanian roads sub-sector .

. Number 1: Inadequate foreign exchange financing, particularly
for private sector transporters;

Number 2: Inappropriate road transport pricing policies;



Number 3: Insufficient domestic financing for road development
and maintenance;

Number 4: Fragmented GOT institutional responsibility for road
development and maintenance;

Number 5: Shortage of qualified personnel for road development
and maintenance; and

Number 6: Poor availability of road equipment.

2.3.2 Consideration of Sub-Sector Constraints

While the above ranking suggests a clear priority in terms, of the
impact of the constraints on the roads sub-sector, it does not
provide information on relative difficulties in addressing these
constraints, the different time frames required, or the
opportunities now available. These are discussed below.

Constraint 1: The availability of foreign exchange is the most
pres si ng immediate problem facing the se.ctor. Transporters
require spare parts, tires, and fuel to kBep their operations
going regardless of the condition of the roads or the current
policy and institutional configuration of the GOT. This
con s t r a i ntis ve r yamen a b1 e to don 0 ras sis tan ce sin ce it
merely requires a mechanism for delivering foreign 'exchange
financing to those in the sector who need it and should be
viewed as a short-medium term solution.

Constraint 2: Inappropriate road transport policies,
especially road tariff structures, are critical for improving
agric u1 t ur a1 t ran s po r t . Tran s po r t e r s mus t be ab1 e too btai n
adequate prices to cover the higher operations costs
associated with the poorly developed rural road system. The
IBRD is undertaking a study of the tariff policy which will be
ready early next year. This constraint should be ameliorated
in the near future through joint GOT-IBRD discussions which
are expected to result in changes to the tariff structure.

Constraint 3: Insufficient domestic financing for road
development and maintenance is a medium- long term problem
which will require significant policy changes and
institutional development. Under the current environment,
with the GOT requesting donors to support a large road
rehabilitation effort, there are opportunities for focusing
the GOT I S attention on this issue. Policy changes may be
possible in short-medium term while the institutional

}
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development (staffing and training) will probably require ten
years to complete.

Constraint 4: The fragmented institutional responsibilities
for road development and maintenance must be solved befpre any
road improvements can be expected. Ini tially this will
require a tough GOT policy decision to consolidate significant
responsibilities for roads in MCW. Thereafter, MCW will be
required to work out systems for providing technical guidance,
staffing, supervision, and logistical support to the regional
and district authori ties. Similar to constraint 3 listed
above, this problem can be reduced in the short term but only
solved over the long term. Overcoming this constraint 4 will
also require significant donor coordination and discipline.

Constraint 5: The sho~tage of qualified personnel is a major
constraint which must be addressed over the medium-long term.
Currently, the lack of information on either the staffing
requirements and/or the training needs reduces the
opportunities for significantly addressing this constraint.
Once an agreed iristitutional structure is in place, the first
order of business should be to focus full attention on this
constraint.

Constraint 6: Poor equipment availability for road work must
be improved in order to generate the labor productivity
required to tackle the immense size of Tanzania I s road
network. The lBRD is providing resources to establish central
zonal workshops to alleviate this constraint.

3.0. PROGRAM DESCRIPTION

3.1 Overall Program Strategy

3 .1 .1 Target~edConstraints in the Roads Sub-Sector

The preceding analysis of Tanzania's transport sector clearly
demonstrates its pivotal role in the country's efforts to implement
the Economic Recovery Program. There is also ample evidence that
the roads sub-sector, in particular, is receiving priority attention
by the GOT. With respect to the roads sub-sector, four (of the six)
major constraints have been identified which, in the first instance,
critically restrict the GOT's efforts to improve its rural transport
system and, at the same time ,are appropriate areas for A. I . D.
development assistance. These include:



-A shortage of foreign exchange financing for transport
equipment, spare parts, and technical services particularly
for private sector firms;

-Inadequate recurrent financing for rehabilitation and
maintenance of rural roads;

-A fragmented institutional structure for constructing,
rehabilitating, and maintaining rural roads; and

-Limited indigenous capacity to rehabilitate and maintain
rural roads.

ATAP is specifically designed to support and enhance both the AEPRP
and PL 480 investments in the road sub-sector which total nearly $20
million. Specifically, ATAP will complement the AEPRP and PL 480
Programs by continuing the foreign exchange financing for transport
imports started under AEPRP, expanding the policy reform initiated
under AEPRP, constructing the insti tutional framework within which
both the AEPRP and PL 480 activities can be managed and sustained,
and providing technical assistance and training resources to
overcome bottlenecks encountered by 'both programs.

3 . 1 .2. Focus on GOT Institutions and Management

Previous donor assistance ·in the roads sub-sector has been
characterized by large technical assistance projects which have
ass umE! d dire ctimpIemen tation res po nsibiIi ties for r 0 ad
construction, rehabilitation, and in some cases maintenance. This
approach has failed to ensure cost-effectiveness or sustainability.
The Government of Tanzania is now putting into place the appropriate
policies, staffing, and financing which will allow it to assume
greater responsibilities ,for road development and maintenance. The
focus of AID assistance to the sub-sector is to support GOT policy
and institutional reforms which will provide the framework for
meeting the objectives it has set for the sub-~ector. The details of
these objectives are contained in the National Transport Policy
which is currently under review by the Cabinet.

The adoption and implementation of· this Pol·icy will provide the
focus for interministerial agreement and donor support and
coordination. Onc~ the National Transport Policy is in place, MCW
will assume overall responsibility for setting policy guidelines and
a development strategy as well as for the execution of major
rehabilitation and maintenance of all roads. MCW staff and
consultants would be responsible for drafting ~nd updating the NTP
as needed in order to set GOT strategies for: 1) e s tabli s hing
national priori ties for the road network; 2) maintaining and
rehabilitating classified and unclassified roads; 3) tapping sources
of finance for road development and maintenance; 4) utilizing the



private sector in the roads sub-sector; 5) streamlining road
regulations; and, 6) providing technical direction to regional and
district institutions with responsibilities for roads. The
establishment of the MCW Rural Roads Division (described below in
Section 3.4.1) is a critical element in providing the Ministry with
the necessary authority and resources to carry out these new
functions.

3.2 Program Goal, Purpose, and Expected Accompl{shments

3.2.1 Program Goal

The overall program goal is to increase the incomes of the
rural poor, by expanding the volume of inputs, agricultural
commodities, and consumer goods transported by road and by reducing
the costs of road transport services. Progress towards meeting this
goal will be measured by increases in ton-kilometers of goods
transported and the reductions in the real uni t costs for each
.ton-kilometer.

3.2.2 Program Purpose and End of 'Program Accomplishments

ATAP is designed to address two purposes. The first purpose is to
provide critical foreign exchange financing for transport equipment,
s pare parts and mac hinery. The second purpos e is to support GOT
policy reforms for impro'ving GOT IS capaci ty to identify, select,
finance, and undertake rehabilitation and maintenance activities on
rural roads. These purposes critically contribute to the overall
program goal.

At the end of the proposed five-year life of the program, it is
expected that ATAP'will ,have enabled the GOT to:

Increase transportation services and strengthen the private
sector road transport and construction industries;

Create a more efficient and coordinated GOT rural roads
organization which effectively identifies, prioritizes,
finances, and implements rehabilitation and maintenance
requirements for rural roads;

Finance and implement a plan to adequately maintain the
classified road network;

Increase the participation of the private sector in road
construction and repair with the majority of GOT rural road
rehabilitation contracted to private sector firms;

Increase the number of Tanzanian personnel trained in
skills critical to the road sub-sector; and

Establish a donor coordination system for the roads
sub-sector.



•3.3 Structure of the Program

3.3.1 Program Assistance Approach

Based upon a review of the targetted constraints, the desired
obj ectives, and the final results required, USAID has determined
that assistance to the roads sub-sector is best provided through
program sector assistance.

Project assistance is ill-suited for the achieving the broad
obj ectives required to improve agricultural transport in Tanzania
For example, general project assistance is inadequate to deliver
both flexible foreign exchange financing for the private
sector(transporters and, road construction firms) and at the same
time finance the GOT's policy and institutional reforms in the roads
sub-sector. It is also doubtful whether proje~t assistance provides
the leverage needed to encourage the GOT to undertake the policy and
institutional changes which are required in the sub-sector. Although
project assistance could use similar conditionality to initial
disbursement, once the project resources were committed it would be
much more d~fficult to interrupt technical assistance services for
lack of progress on policy and institutional reforms. Likewise,
because of the AID regulations associated with proje'ct assistance
(especially those related to the local currency purchased with U.S.
dollars) project assistance is less attractive to the GOT and would
be much more management intensive for USAID/T. Project assistance
is also too narrowly defined to effectively support and coordinate
all of the activities under the four participating institutions.
For example if project assistance was used, all of the individual
activities related' to road construction, in-~ountry training
programs, and equipment purchases undertaken by the MWC,' PMO, MLGC,
and MF EA P would requi re s·c heduling, cos ting and trac ki ng by the·
project. While this is not impossible it would be both difficult
and complex. Finally, the planning requirements of project
assistance would not provide the flexibility of a~dressing

unanticipated changes (and corresponding financial requirements)
which normally result from policy reforms. For instance, if
additional financial resources are required for staff training under
project assistance an amendment to the project paper and grant
agreement would be required. Under program assistance local currency
could be allocated without modifying either of these documents.

Program assistance is the most appropriate vehicle for
addressing the major policy issues raised by the reorganization of
institutional responsibilities for rural roads, increasing the share
of resources (especially recurrent finahces) allocated to the roads
sub-sector, and expanding private sector participation in road
rehabilitation. Program assistance also provides' a mechanism for
delivering foreign exchange financing to the private sector.



In order to achieve the goals and objectvies of ATAP program
assistance ~ill be employed. ATAP Program Assistance, in this case,
is predominantly program assistance but also contains a
complementary project component to overcome specific and discrete
institutional constraints which stand in the way of the targetted
policy and institutional reforms.

3.3.2 Program Components
The Tanzania Agricultural Transport Assistance Program (ATAP)

is structured into two parts: a Program Assistance
Component(Commodity Import Program); and, a Technical Assistance and
Training Component (Projectized). Both components will be used to
achieve comm'on, performance obj ectives for the Tanzanian road
sub-sector.

The Program Assistance (SA) Component will require the largest share
of ATAP resources and is designed to: 1) provide fore'ign exchange
financing for transport equipment, spare parts, and related
technical services; 2) link the foreign exchange financing to GOT
progress on implementing sub-sectoral policy reforms including
cons'olida ting the ins ti tutional res pons ibil i ties for rural road s ,
increasing recurrent financing for rural road rehabilitation and
maintenance, and expanding the use of private sector contractors for
rural road rehabilitation; and 3) increase domestic financial
resources for the road sub-sector by programming counterpart
generations.

The Technical Assistance and Training Component will be used to
provide the GOT with specialist skills to establish new procedures
and improve the technical capabilities of staff in order io achieve
the overall Program objectives. This component will be used by the
GOT for: te c hni cal cons ul tancies , training, the development of
management systems, and policy analysis. The Technical Assistance
and Training Component will have a separate allocation of funding.
The Technical Assistance and Training Component will be
collaboratively administered by the GOT and USAID for the identified
technical assistance and training activities.

3.4 Description of Program Objectives

3.4.1 Program Objective 1:
Financial,

To Consolidate the Technical,

and Administrative Responsibilities for
Rural Roads

3.4.1.1 Description of the Objective

The key to improved GOT road development and maintenance activities
is an institutional' structure which can direct and coordinate the
three participating ministries in the roads sub-sector: the Ministry
of Communications and Works, the Ministry of Local Government and
Cooperatives, and to the Prime Minister I s Office. A strong central
voice is required to establish a national strategy for roads and set
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n~tional priorities. This issue has been extremely sensitive in
Tanzania in that any proposal to consolidate Government functions
risks contradicting decentralization - one of the cornerstones of
Tanzania's political philosophy held as virtually axiomatic for over
15 years. After considerable review and discussion, the GOT has
agreed to bring the coordination, guidance and technical control for
all classes of roads under the MCW. It will take even greater
political resolve to implement this decision and significant
additional resources to develop a workable system which provides a
role for both MCW and local authorities.

The first objective of ATAP is to consolidate the technical,
financial, and administrative responsibilities for rural roads
construction and maintenance. This objective directly supports the
policy decision of the GOT to strengthen MCW'·s responsibilities for
the country's roads and provides resources to implement this new
policy.

Disbursement of the Program Assistance funding will be conditioned
upon evidence that the GOT has formed a Rural Road Division (RRD)
within theMCW (initially in the Ministry Headquarters) with overall
authority to plan, budget, and implement a rational development and
maintenance program for rural roads.

The Rural Roads Division will have the following functions and
responsibilities:

-Authori ty for setting policy guidelines, developing the
priorities and strategy for implementation, and issuing
procedures for execution of rural road rehabilitation and
maintenance.

-While the preparation of the annual budget for the rural road
maintenance program will continue to be the responsibility of
the district and regional officials representing the PMO and
MLGC, the RRD will p~rticipate and advise during the complete
cycle' to ensure that the budget fully reflects the cost of the
work to be done and the implementation capacity of the
institutions involved.

-Responsibility for staff supervision and development which
will include staff postings, career development for
professional staff, advisory and disciplinary communications.

The successful achievement of ATAP Objective 1 will result in: a)
clear institutional responsibility for rural roads; b) improved and
representative budget submissions, c) greater morale and incentives
within the professional cadre, d). improved utilization of available
resources, and e) systematic maintenance of the rural road network.

3.4.1.2 Relation of the Objective to Constraint

The establishment of the Rural Roads Division within the MCW is the
rno steffe cti ve means of add re s sing the cons trai nt of fragme nted
institutional structure for rural road rehabilitation and



•mai ntenanc e. The RRD will provide the ins ti tutional mec hani sm for
consolidating the technical, financial, and administrative
responsibilities for rural roads.

3.4.1.3 AID Resources Required To Achieve Objective 1

When the RRD is established, a great deal of effort will be
required to make it a functional organization. Its broad mandate as
a planning and strategy unit will need to be balanced by its
operational role as an advisor and liaison office to regional and
district authorities. It is extremely important that this new
organization, which bridges central and local governments, gets off
to a good start. The MCW has requested that the ATA P component
provide short term technical assistance, training, and limited
commodity support to assist the RRD. The following areas of
assistance will be financed from the TA and Training component.'

Maintenance Management Short-term technical assistance will
be provided to the RRD to develop a management system for
maintaining rural roads. Preparation of an annual work plan
in the targeted regions and districts will be the prime
focus. In conj unction with this planning exercise, the
consultants will train the RRD staff in the techniques of
maintenance management. (US$60,OOO)

Road Inventory The National Transport Policy charged the
regional and district rural road offices with the
responsibility for preparing and maintaining an inventory of
roads which identifies physical characteristics of the rural
road networ k . Short term te chni cal as sis tance lAlill be
provided to establish a methodology for preparing the road
inventory and undertaking the ini tial investigations on the
rural road network. The format will be suitable for updating
at regu'lar intervals or when improvements to a road warrant.
(US$240,OOO)

Training The recent efforts to fully staff the MCW
professional positions (vacancies in professional positions
dropped from 55% to 10% over the last year) underscores the
need to train the new staff. Short-term technical assistance
will be available to assist the RRD to identify changes in
policy, cou.rses and focus to meet the needs of rural road
maintenance. Consultants will also examine opportunities for
incorporating the existing training programs taking place on
donor-funded sites into the overall training program of the
MCW. Other short term consultants may be required to work
with MCW staff on specific topics of interest and/or hold
in-country training courses. Recognizing the need to further
train the supervisory staff in road maintenance management and
technical methods, short term training courses in third
country training facilities in east and southern africa would
be beneficial. (US$250,OOO) .

Donor Coordination The Planning and Research Unit within the
MCW has requested assistance in developing a coordinating role
of donor assistance to the road sub-sector. Short term



technical assistance ~ill assist the GOT to establish a
management system that meets the requirements of the MCW
intracking donor projects and financing. Limited commodity
support may also be required to maintain data. (US$75,000).

3.4.1.4 GOT Contribution

The GOT contribution, with respect to achieving this objective,
includes: the recurrent costs of the RRD including salaries and
operations costs; limited amounts of the Regional Administration and
District Council roads bUdgets; and the in-country cost associated
with the training courses and support program-financed consultants.

GOT owned local currency,' generated under the CIP component, will be
used to support Program Objective I,. Specifically, counterpart funds
will be utilized to support the recurrent budget of the Rural Road
Division, the in-country training activities for the MCW and the
Rural Road Division, survey costs, and publication of information.

3.4.2 Program Objective 2: To Increase ~OT Budget
Allocations for Road Maintenance

3.4.2.1 Description of the Objective

As noted above, Tanzania's road network has seriously deteriorated
because of inadequate, or in some cases neglected maintenance. As a
result, massive rehabilitation and extensive maintenance is required
on roads throughout the country. This effort will require
substantially more financial resources than Tanzania currently has
available. At the 1987 Donors Transport Conference, the,GOT
requested external financing to put its road network back in order.
It appears that substantial donor funding for the roads sub-sector
will be forthcoming. The second obj~ctive of ATAP is to increase GOT
budget allocations for road maintenance, so that once the road
network is rehabilitated, adequate domestic financing is available
to maintain it.

The GOT's 1988/89 recurrent budget for road maintenance is estimated
to be the equivalent of $ 12.8 million, $5.6 million for trunk roads
and $ 7.2 million for rural roads. It is estimated that $ 9.8
million (in this year's prices) is required to maintain the 10,000
km trunk road system. According to a recent study on agricultural
feeder roads, 50,000 kms of rural roads would have to be maintained
anoually. Under such a pr09ram, the price tag for maintaining rural
roads is the equivalent of $ 8.75 million per annum in this year~s

prices. Therefore, based on this year's bUdget, there is a
shortfall of domestic financing for maintenance which is equal to
$5.75 million (Requirements $18.55 million less budget $12.8
million). It is likely that this shortfall is. even more severe than
it appears since not all of the trunk roads can be maintained in
their present state and the estimate for maintaining rural roads is



based upon a national average cost and not road specific data which
is believed to be higher.

Funding could be available for financing this shortfall from
revenues collected by the GOT from road users. Based on GOT
documents, it is estimated that road users will contribute the
equivalent of $4-0 million in 1988/89 in the form of road tolls I

import duties on vehicles, sales taxes on fuel, spares and tires,
and road licensing fees. These funds go directly to the Government
Treasury. The aim of the second objective of ATAP is to increase the
GOT budget allocation for maintenance, if not from these user fees,
then from other general revenues.

The disbursement of the Sector Assistance Component funding will be
conditioned IJpOn 'the GOT preparing a plan for financing and
implementing an adequate maintenance program for its classified road
network. It is anticipated that a ten year time frame will be
~equired. The plan will consist of t~o parts: the first part will
identify the priority roads which will require maintenance; and, the
second part will match these maintenance requirements. against
available funds and overall implementation capacity.

The successful implementation of this objective will result in: a)
increasing the share of .national resources allocated to the roads
sub-sector; identifying financing to maintain the roads whi char e
currently undergoing expensive rehabilitation; and developing a plan
for the GOT to assume full responsibility for recurrent costs of the
road infrastructure.

3.4.2.2 Relation of the Objective to Constraint

The objective of increasing the GOT budget for road maintenance is
both a significant and realistic step in overcoming the current
inadequate financing budgeted for r6ad ~ehabilitation and
maintenance. The requirement that the GOT prepare a financing plan
for increasing its contribution for 'road maintenance is the most
effective means to: come to grips wi th the actual maintenance
costs; identify the GOT priorities for road financing; and, allocate
current financing as well as to identify funding for future years.

3.4.2.3 AID Resources Required to Achieve Objectiue 2

Much of the detailed information on recurrent costs for rural roads
wi.ll be developed by the RRD. It is very likely that short-term
technical assistance may be required to collect and analyze budget
data or to train local authori ties in budget preparation. ThE!
following assistance will be financed from the TA and Training
Component: .



Performance Budgeting During the preparation of annual
budgets, short term training will be provided to assist the
district and regional administration of the selected regions
in preparing a budget that will reflect the requirements of
the local authorities and the capabilities of the RRD for
implementation. The TA team would work closely IJ..Jith all
levels of the RRD during this exercise. (US$60,OOO)

3.4.2.4 GOT Contribution

The GOT contribution wi th respect to achieving this obj ective
includes all the recurrent costs required to maintain the classified
road network.

3.4.3 Program Objective 3: To Expand the Use of Private
Sector Firms To Supplement

Force
Account Road Rehabilitation and

Maintenance Resources

3.4.3.1 Description of the Objective

In order to put Ta~zanials road network back into satisfactory
condition, the GOT will be required to employ its limited resources
- funds, manpower, equipment, etc. - for both rehabilitating and
maintaining significant portions of the road network. The force
account approach, normally applied by the GOT, will not be adequate,
nor effective, to undertake an effort of this magnitude. The-aim of
Objective 3 is to expand the use of private firms to supplement
force account road rehabilitation and maintenance resources.

The GOT has adopted a general policy of employing private
sector firms on road rehabilitation contracts. Under the IBRD ' s
Sixth Highway Project, several contracts are being let for trunk
road rehabilitation. The 1987 USAID AEPRP Program required that the
GOT open all procurement of major road rehabilitation services to
bidding by private sector contractors and to award a substantial
number of road rehabilitation contracts to private sector firms. Due
to implementation bottlenecks no private sector contracts have yet
been awarded.

The disbursement of Sector Assistance funding will be conditioned
upon the GOT awarding the equivalent of. $ 1.0 million in road
rehabilitation contracts for gravel/earth roads to private sector
firms.
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In order to meet the requirements of ATAP Objective 3, by the
end of the program it is expected that:

-The capacity of the GOT to award road contracts will be
expanded;

-Local contractors will be awarded contracts, on a competitive
basis, for 500 kms rehabilitation of rural roads.

-The contracting capabilities within the RRD will be expanded
and improved. Adequate staffing will be in place to maintain
contracting with private firms. The contracting experience
gained in the rehabilitation of rural roads will be passed on
to other periodic and. recurrent maintenance measures.

The successful achievement of this objective will result in:
a) increasing national resources including finance, personnel, and
management for the roads sub-sector; b) expanding private sector
participation in economic development; and, c) enabling the GOT to
redirect more of its own resources to the critical area of routine
maintenance.

3.4.3.2 Relation of the Objectiue to Constraint

The objective of' expanding the use of private sector firms to
supplement force account road rehabilitation and maintenance
resources offers a viable approach for overcoming the limited road
works capacity in Tanzania. While this objective is primarily
focused on awarding road repair contracts to private sector firms,
ATAP will attempt to capitalize on other opportunit~es for using
private sector resources, such as private garages, to incr'ease the
efficiency of the roads sub-sector.

3~4.3.3 AID Resources Required to Achieve Objective 3

The primary focus of the Sector Assistance Component is to
make foreign exchange available for the importation of equipment and
spare parts required to support the road transport sub-sector. This
will directly improve. the availability of heavy equipment and trucks
for private contractors who wi s h to participate road repai rand
development.

To achieve the ATAP and AEPRP objectives, it is critically
important that GOT's administrative capacity to award road contracts
be expanded. The Technical Assistance and Training Component of
ATAP will be used to assist the GOT, through the RRD, to develop
procedures for contracting out the rehabili tation of gravel and
earth roads.



Contract Administration Due to the limited capacity
within the MCW for engaging in contract negotiations and
managing contracts for rural rOqds, ATAP will fund a
Contracting Specialist under a three year technical assistance
arrangement. The Contracting Specialist will work within the
MCW and RDD to prepare, award and manage rural roads
contracts. This will include formalizing the tender documents
and briefing local A and E firms if used. Limited short term
technical assistance may be required to fill this function
until a long term person can be identified and contracted. It
is anticipated, that the GOT's ins ti tutional capaci ty to
rehabilitate and repair roads will be significantly enhanced
by deu eloping and refining GOT contracting procedures and
training a counterpart to the Contracting,
Specialist. ($750,000)

Repair and Seruicing of Equipment The ability of priuate
sector firms to meet the requirements of road contracts will
depend upon maintaining high rates of auailability for their
road equipment. The transport fleet in the priuate sector is
currently being .maintained by priuate sector workshops and
seruice facilities. At the same time, the number of equipment
and uehicles owned by to the public sector for rehabilitation
and maintenance of roads has been alarmingly low. The GOT is
currently worki ng wi th the I BRD to repair p'ublic sec tor
,uehicles in seuen central zonal workshops.

Short term technical assistance will conduct an assessment of
the priuate sector capacity to ouerhaul, rehabilitate and
maintain the equipment fleet. This consultancy will recommend
methods of assisting priuate sector workshops ($90,000).

3.4.3.5 GOT Contribution

The GOT contribution for this objectiue will include the
financing of rehabilitation contra~ts, and the administratiue costs
of thE! Regional and Di s tric t Engi neers who will s uperui s e the
priuate sector contractors.

The majority of GOT owned local currency, generated under the
CIP component, will be used to support Program Objectiue 3.
Specifically, counterpart funds will be used to finance contracts
for rehabil~tation of rural roads, repairs, and seruicing of road
construction and maintenance equipment. The GOT will also be
encouraged to use the.se funds for contracting priuate sector
consulting seruices to monitor construction progress.



3.5 Financial Planning and Management

3.5.1 Construction of Cost Estimates

The construction of 'the cost estimates for preparing the
budget for ATAP differs significantly between the two components of
the program. There are no cost estimates for 'the Sector Assistance
Component as it is planned as a Commodi ty Import Program for
financing foreign exchange costs of imports in the transport
sector.

The Technical Assistance and Training Component budget estimates
have been developed with specific quantities of inputs and
corresponding costs phased over the five-year life of the Program.
Levels of effort may vary from year to year from those included in
Annex E but the overall funding level and quantities of inputs are
expected to remain firm.

3.5.2. Proiected Uses of Funds

The AID financial plan for ATAP Program is presented on the
next page in Budget Table 1.

3.5.3 GOT Contribution

The GOT cont~ibution to ATAP has been "described in relation to
each of the program objectives above. This information is summarized
in Budget Table 5 on page 37.



3.5.4. USAID Contribution
The Sector Assistance funds for the CIP will be available in

one tranche when the GOT satisfies the conditions precedent for the
Program Grant as listed in Section 6.1 of this PAAD.. The funds
budgeted for the Technical Assistance and Training Component will be
provided through direct-AID contracts after the signing of the Grant
Agreement.

3.6 Implementation and Absorptive Capacity of the GOT

3.6.1 Implementation Capacity
Over the many years that USAID has supported development

programs in Tanzania, the GOT has demonstrated the capabili ty to
implement development activities of similar' size and nature to
ATAP. The'GOT generally provides adequate aMd appropriate controls
of USAID I S and other donor funds. As noted above, over the last
eighteen months the GOT has significantly increased its staffing and
financing in the transport sector. It is now operating a CIP-like
activity under the AEPRPand lJ.1i11 have no major difficulties in
modifying its procedures to implement the Commodity Import Program
planned under ATAP. With respect to the GOT's ability to carry out
the reform program, the conditionality associated with the
establishment of a new Rural Roads Division is expected to markedly
increase the MCW's implementation capacity. The technital
capabilities of the implementing ministries have also been examined
as part of the design of this program and have been found to be
generally adequate to implement the program. (See Annex D) Financing
for specialist technicians has been provided in those areas where
they may be required. .

The program de'sign doe's' not anticipate any significant
problems in the GOT's implementation of the Program. However,
USAID/T is well aware of the various delays which are likely to
occur related to setting up a new institution, issuing contracts to
private sector firms, and establishing donor coordination in the
sub-sector.

3.6.2. Absorptive Capacity
From all indications, including discussions with public and

private sector representatives as well as this year's experience
with the AEPRP, there are no doubts concerning Tanzania's
requirements and capacity to absorb several times the amount of the
proposed program. During recent years import~ have been restricted
by the shortage of foreign exchange. This has been especially true
for capital goods where 1986 imports were only slightly more than
half of the volume imported in 1980. During 1980 motor vehicle
imports were valued at the equivalent of $110.4 million. As a
result there is a considerable pent-up demand for foreign exchange
in the road transport sub-sector. There is not likely, however to
be strong demand for U.S. products, probably less than 20% of the
total value of the CIP. 'Historically, U.S. firms have not developed
or maintained commercial and trading ties with Tanzania. In 1986,
the U.S. accounted for only 4% of Tanzania's imports and 3% of its



exports. With respect to the local currencies generated by the
counterpart deposits, these represent less than 45% of the GOT
budget for road maintenance for a single year. It is estimated that
the total grant of $7.2 million will at most represent 2.5% of all
expenditures planned in the sub-sector over the next five years.

3.7 Relationship of Program to AID Policies

3.7.1. AID Policy for Private Enterprise Development
The A. I. D. Policy Paper on Private Enterprise Development

(March 1985) states that lithe overriding intent of A.I.D. 's private
enterprise policy is to promote the establishment of a climate
conducive to LDC private sector activi ty; it is not intended.
primarily to finance the establishment of individual business
enti ties per se. II Thus, the proposed sector grant provides' AID
assistance within the framework of the Agency's Private Sector
Policy.

3.7.2 AID Policy for Recurrent Costs
The A. I. D. Policy Paper on Recurrent Cost (September 1982)

recognizes that many of the poorest countries in the world,
particularly those in sub-Saharan Africa, are not allocating
adequate budgetary resources to finance the recurrent cost of their
development investments. The Policy states that "If road repairs are
underfinanced even though they are more valuable to the economy than
new projects which are being financed then there is a recurrent
cost problem. II AID Policy also suggest that in most cases this
occurs because of poor host country policy choices. When this is'
the case AID I s policy is to: 1) attempt to persuade governments to
make necessary reforms; 2) enlist the support of the donor community
for p(II icy ref 0 rm ;- and,. 3) pro vide t e c h11 i ca I ass i s tan ce in the form
of expertise and training to support reforms incl~ding such areas as
fiscal policies and administration. In this respect, the proposed
sector grant providing AID assistance, as described above, is within
the framework of the Agency's Recurrent Cost Policy.

4.0 PROGRAM IMPLEMENTATION

4.1 Implementation Responsibilities

4.1.1 Government of Tanzania
The implementation of the Program Grant and the Technical

Assistance and Training Grant will be the responsibility of the
Government of Tanzania. The Ministry of Finance,. Economic Affairs
and Planning will be responsible for coordinating programs financed
by the sactor grant. The Ministry of Communications and Works will
be executing agent for the roads activities. Specific
responsibilities for each ministry are outlined below:

Ministry of Finance, Economic Affairs and Planning

Examining and approving the AID program grant proposal

Negotiating and signing the grant agreement



Advising implementing ministries of the terms and
conditions of the grant agreement

Meeting the conditions precedent to disbursement

Evaluating and determining priority activities to be
financed using resources provided through the grant

Approving any modifications in activities to be financed
by the grant agreement

Monitoring and reporting to AID on the progress towards
attainment of the program objectives

Scheduling the Semi-annual Review Meetings and ensuring
that the recommendations of those meetings are
implemented

Authorizing implementing ministries to commence incurring
expenditures against items covered in the Annual Budget

Receiving and reviewing monthly statements of
expenditures from the implementing ministries

I

Accounting for grant eipenditures and disbursements
expenditures and disbursements to the GOT and AID.

Ministry of Communications and Works
Preparing justifitation and supporting documentation
(including budgeting) for activities to be financed under
the grant. .

Establishing and moriitoring the targets for the
performance indicators in conjunction with the PMO and
MLGC

Preparing the necessary documentation and justification
requi~ed by the GOT to procure commodities and services
financed by the program

Preparing quarterly progress reports for submission to
MFEAP

Participating in the Semi-annual Review Meeting

Ministry of Local Government and Cooperativ~s

Preparing justification and supporting documentation
(including budgets) for activities to be financed under
the grant in conjunction with the District Councils

Establishing and monitoring the targets for the
performance indicators in conjunction with the MCW

Participation in the Semi-annual Review Meetings

L



Prime Minister's Office
Preparing. justification and supporting documentation
(including budgets) for activities to be financed under
the grant in conjunction with the Regional
Administrations

Establishing and monitoring the targets for the
performance indicators in conjunction with the MCW

Participating in the Semi-annual Review Meetings

4.1.2 United States Agency for International Development
The primary role of USAID/Tanzania will be to moni tor and

evalua te the progres s' of the GOT in ac hieving ATA P' s obj ectives in
the roads sub-sector and, in particular, the progress of the GOT in
meeting the th~ mutually agreed performance tar~ets. This role ~ill

be primarily performed through the semi-annual review meetings with
the GOT which are described below. USAID staff lJ..JiII also make
periodic site visits and hold discussions with individuals directly
responsible for the activities supported under the grant.

In order to carry out this role, USAID/Tanzania will establish an
internal program commi ttee to manage and moni tor AID inputs for
ATAP. The Committee will be chaired by the Representative. Members
of the Commi ttee will be the Controller, Road Engineer, Food and
Agricultural Officer, and Project Development Officer. It should be
pointed 'out that USAID/Tanzania's management functions are
significantly different between the two components, For the CIr
Component, USAID/Tanzania will be monitoring program. objectives and
the progres s of the GOT in meeting the performance targets. The'
USAID lAdll have traditional management responsibility for the
Technical Assistance and Training Component. Local currencies
generated under the CIP Component will be jointly programmed by the
GOT and USAID.

4.2 Implementation Procedures
The design of ATAP provides for two quite ·different types of

financing: a Commodity Import Program Component; and, the Technical
Assistance and Training Component. The details of each are
described below.

4.2.1·Procedures for the Commodity Import Program Component

The United States' principal contribution to this program will
be an $5.2 million Commodity Import Program. USAID/T has requested
AID/W to modify standardCIP procedures in order to improve the
efficiency and effectiveness of the CIP under DFA funding and more
clearly relat~ to the present import financing procedures developed
under the FY 1987 AEPRP. A delegation from M/SER/OP to REDSO/ESA to
approve Form 11 s for non-U. S. commodi ties has been requested and
will be transmitted separately. A blanket determination of
non-availabili ty of U. S. Flag vessels for offshore procurement as
well as for whatever U. S. coastal ranges do not provide U. S Flag
service has also been requested and ·will be transmitted separately,
SPE! cifying its parameters. For non-U. S. commodi ties the REDSO/ ESA



CMO will perform the post-audits for reasonable price and compliance
with other Regulation One provisions that are usually performed by
AID/W. Code 935 is normally authorized for DFA activities, and
AID/W does not have readily available information to review Form lIs
or perform post-audits for non-U.S. commodities.

u.s. Dollar funds made available under the Grant Agreement will be
allocated to private and pUblic sector entities to import (I) road
construction equipment and spare parts1 (2) truck spare parts and
tires including raw materials for retreading tires1 (3) tools and
equipment for truck and road repair work1 (4) raw materials for
fabricating and reconditioni~g spare parts for road rehabilitation
equipment1 and (5) ancillary equipment permitting fuller or more
efficient use of primary equipment (e.g., forklifts for loading
trucks). .

Commodities financed under this Grant must have been
manufactured or produced in, and consigned or shipped to Tanzania
from a country described as a Free World country as per A.I.D.
Geographic Code 935, which includes the U.S., Western Europe, Japan
and many developing countries. The supplier of the commodities must
also be a citizen of, or a business or corporation licensed in, an
A.I.D. Geographic C~de 935 country. Additionally, commodities may
be shipped, transported or air freighted in a vessel, aircraft or
vehicle which bears the flag or registration of a country or area
included in A.I.D. Geographic Code 935, provided that the
requirement of cargo preference are met or a determination of
non-availability has been approved by M/SER/OP/TRANS. To the extent
practical, commodities of u.s. source and origin and suppliers of'
U~S. nationality will be used.

The proceeds of the grant must be disbursed within a 24 month
period after the grant is obligated. The t~rmiryal disbursement
date, therefore, will be set 24 months from the grant agreement date
and the terminal date for requesting disbursement authorizations
will be set at 18 months from the grant agreement date.

The Bank of Tanzania (BOT) will provide A.I.D. with a brief
quarterly report of all transactions ·financed by the Commodity
Import Program. This report will list the letters of credit issued,
the values of the letters of credit, the name of the importer, the
name of the exporter, the types of goods financed, and the source of
the country of the goods.

4.2.2 Procedures for the Technical Assistance and Training
Component

The purpose of the Technical Assistance and~raining Component
is to provide technician services and specialist technical training
for Tanzanian staff which is required by the GOT to achieve the
objectives of ATAP. This Component will be financed on the basis of
annual workplans prepared by the GOT, programmed to achieve specific
targets, and monitored with respect to the impact of the financed
inputs on the achievement of program objectives.

The technical assistance requirements for the first year have been
programmed in this document. The technical assistance requirements
for the following years will be based upon the jointly approved
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annual workplan J type J timing and cost of TA and training resources
required over the next year to achieve program objectives.

It is planned that these funds will be disbursed through direct AID
contracting and payment procedures for both dollar and local
currency costs. No host country contracting is planned with respect
to AID funds. This decision is based upon several factors. First J
direct AID contracting will be especially valuable for facilitating
the policy dialogue which is designed as a central objective of
ATAP. SpecificallYJ direct AID contracting will provide USAID/T with
a mechanism for participating in and influencing the direction and
pace of the overall program. Second J while the GOT can award
technical assistance contracts J it has been identified as a weak
area in the institutional analysis contained in Annex D. The GOT
c'annot provide the contract administration and audit capability
required for the proposed institutional contract. At the same time J

USAID/T does not have the sufficient staff wi th the necessary
procurement skills to develop the GOT capability to adm.inister
foreign exchange funded technical assi~tance and training contracts.
As an aside J host country contracting for the TA and Training
Component would likely detract from a principal .focus of the program
which is to strengthen GOT contracting with local private sector
road construction firms ..

4.2.3 Procedures for Local Currency Generated from the
Commodity Import Program

The Ministry of Finance will be responsible for accounting for
and reporting on the use of local currencies generated from the

. Commodity Import Program and deposited at the Cooperative and Rural
Development Bank (CRDB) under a Special Local Currency Account.

A Joint Committee shall be formed to administer this Special
Local Currency Account. The Committee shall be composed of
representatives from the Ministry of Finance J the Ministry of .
Communication and Works J the Prime Minister's Office J the Ministry
of Local Government and Cooperatives J the Ministry of Agriculture
and Li~estock Development J and USAID/Tanzania.

Local currency generated from the CIP will be programmed at
the budget line item level for programs which are supportive of the
overall obj e ctives of ATA P. . Specifically J they will be used for
financing road rehabilitation contracting with the private sector,
stjilff training, the institutional development of the RRD J and
programs which assist to improve the maintenance capabilities of the
local authorities.

The Committee will review and approve disbursements from t~e

Special Account. Disbursement will be made to the budget line item
level. The Committee will also review the progress of programs
financed from the Account and, from time to time J make site visits
to confirm implementation.

Executing agencies will keep accounts in such a way that the
expenditure of local currencies held by them can be audited.



4.2.4 Procurement Plan

A. I . D. Modi fied procurement rules will be applied to _the CI P
component of the program. The technical assistance and training
component is subject to AID procurement-rules.

All procurement under the program shall be in accordance with
Delegation of Authority 551, Section 5. K, and the AA/AFR approved
DFA Procurement Policy Recommendations and Africa Bureau
Instructions dated April 4, 1988. Accordingly, AID Geographic Code
935 is the authorized code for source and origin of goods, including
motor vehicles, nationality of all services procured under the TA
and Training Component, and ocean transportation services, provided
that cargo preference requirements are com~ed with or a
determination of non-availability obtained. No procurement waivers
are required. Notwfthstanding, all procurement under the subj ect
Program component shall adhere to the following order of
prefer e nces: (1) Cod e 000; ( 2 ) H0 s t Co untry; ( 3) Cod e 941;· and, (4 )
Code 935.

In terms of technician services, ATAP will finance both long-term
~nd short-term technical assistance positions. The long-term
advisor position and short-term consultants identified in this
document (See Annex F) will be contracted directly by USAID under an
,Institutional Contract for a three year period. A single management
unit would be preferable both to reduce the Mission's workload and
to develop a relationship with the, GOT.

In consideration of the, requirements of the Gray Amendment, the
Mission will first request the assistance of AFR/PD to identify any
minority or women owned firms which could provide the required
servi,ces. If this search is not fruitful, full and ope~ competitive
bidding procedures will be employed.

The Technical Assistance and Training Component will also finance
short term training in other developing countries. All training
requirements will be identified and reviewed in the context of the
annual workplan. For external training requests, ,these will be
processed through normal GOT procedures.

Project commodities imported for the TA and Training Component will
be shipped on the basis of CIF destination. Suppliers will be
required to obtain all risk marine insurance. AID's shipping and
marking requirements will be observed. USAID/T will be responsible
for monitoring and inspecting arrivals, clearing project commodities
from customs and preparing receiving reports. A list of commodities
is attached in Annex E.

4.2 ..S Disbursement Mechanisms

4.2.5.1 Establishment of Letters of Commitment
Upon satisfaction of the conditions precedent to disbursement

of the Sector CIP Component, the GOT will submit to USAID/Tanzania a
financing request to provide foreign exchange through the Commodity
Import Program. Based on this request, US.AID/T will prepare a

Ijl



Financing Request (Form A. I. D. 1130-2) which is used to direct
A.I.D./Washington to issue a Letter of Commitment to an an approved
U.S. Commercial Bank in favor of the National Bank of Commerce.

Such letters will commit·A.I.D. to reimburse the bank(s) on
behalf of the GOT for payments made by the banks to suppliers or
contractors pursuant to documentation requirements stipulated by
A.I.D. in the grant agreement.

4.2.5.2 Establishment of Special Local Currency Account

The GOT through the CRDB will officially inform the MFEAP of
the establishment of two Special Local Currency Accounts (SLCAs)
which will be used exclusively for depositing the Tanzanian
shillings to be generated from importation of eligible items covered
by the grant.

One of .the SLCAs will be a " s hort term deposit account" which
bears interest and the other a "current account" which does not.
The current account will be used for transactions and will be kept
at a minimum balance of Tshs 1,000, amounts being drawn into it from
the '~short term deposit account" as demands are made by the
MFEAP/A.I.D. for payment. This two account system is in keeping wit~

thE! GOT procedures and structure of the -AEPRP Cash Grant.

The Government will provide quarterly reports to AID on the
status of the local currency special accounts showing the amounts
deposited, withdrawn, and the balance in the account supported by a
copy of the bank statements.

4.2.6 Payment Verification Plan
USAID/Tanzania will implement all categories of the Technical
Assistance and Training Component through direct contracting and
direct payment for both dollar and foreign exchange costs. These
implementation and payment methods conform to th~ Mission's current
policies on program financing and implementation as well as AID's
preferred policies. In the event other implementation methods are
found to be preferable during the life of the program, funds have
been provided for the necessary review/audits to confirm the
adequacy of the implementing entitie~' ca~abilities and procedures.
The proposed methods for implementing and financing the activities
planned under the TA and Training Component are contained in Chart 1
below.

4.2.7 Audits
All expenditures made by the GOT are included in the

Appropriation Account which is audited annually by the GOT Auditor
General. This audit is a statutory requirement to ensure financial
compliance with applicable laws and regulations. In addition, the TA
and Training Component budget includes funds for USAID review and
external audits as may be necessary during the life of the program.
Any non-federal audit will be initiated through AID I S Regional
Inspector General (RIG/A/N) Office in Nairobi.



4.2.8 Program Completion Date
The Pro gram CornpIe t ion Date for the Tan zan i a Agric u1 t ural

Transport Assistance Program is September I, 1993.

4.3 Monitoring and Evaluation
The monitoring and evaluation system for ATAP is based upon

Program Review Meetings, interim assessments, a mid-term evaluation,
and a final evaluation. These tools will be used to measure program
performance against benchmark indicators anticipated in program
design.

CHART 1
METHODS OF IMPLEMENTATION AND FINANCING

Studies/Evaluations Direct AID Contract

Commodities Direct AID Contract

Training- Short Term Dir.ect AID Contract

METHOD OF
CATEGORY

SECTOR COMP.ONENT

Commodity Import
Program

TA AND TRAINING
COMPONENT

TA - Long Term

TA - Short Term

METHOD OF
IMPLEMENTATION

CIP

Direct AID Contract

Direct AID Contract

AMOUNT U.S.
FINANCING

Bank
Letters of
Comrnitment

Direct Payment

Direct Payment

Direct Payment

Direct Payment

Direct Payment

($ OOO'S)

5,200

750

605

195

125

100

Contingencies/Inflation (Through other items above)

TOTAL

225

2,000

4.3.1 USAID-GOT Program Review

Program review meetings will be the princ.ipal mechanism for
coordinating joint GOT and USAID/Tanzania management and monitoring
of ATAP. These review meetings will be used as formal check points
for the informal, USAID and GOT· day-to-day management of the
program. These meetings will be convened semi-annually. The Program
Review Meetings will be chaired by 'the Permanent Secretary, Ministry
of Communications and Works: Members of this review meeting will
include representatives from the Ministry of Communications and
Works, Prime Ministers Office, Ministry of Local Government and
Cooperatives, and the Ministry of Finance, Economic Affairs, and
Planning and USAID/T.



Standing agenda items for the review meetings will include: written
updates on disbursement of foreign exchange under the Sector
Assistance Component; progress on local currency activities in the
sub-sector including any field visits made during the preceding
period; 'progress by the GOT on meeting the performance indicators;
and any proposed modifications in activities financed by ATAP. A
major function of the meeting will be to identify and take steps to
resolve any procedural or implementation issues. A report will be
prepared by the MCW following each meeting giving the status of
progress under the grant and noting any necessary corrective actions
to be taken during the next quarter.

One meeting every year will be used by the GOT and USAID to: 1)
review GOT progress on implementing policy and institutional reforms
in the roads sub-sector; 2) review evidence that the GOT ,has
achieved the agreed upon program performance indicators and make
revisi6ns where necessary; 3) review financial position of
activities financed during the previous year under the Technical
Assistance and Training Component; and, 4) review the workplan for
the coming year for the activities to be financed from the Technical
Assistance and Training Component.

4.3.2 Interim Assessments

Interim assessments may be required, either by AID or the GOT, to
examine an unexpected bottleneck in implementation or to ,gather
information needed to measure the impact of the program. Interim
assessments may be required at any time in the five year
life-of-program. Illustrative areas where in~erim assessments would
be appropriate are listed below.

Allocation and Distribution of Foreign Exchange: Foreign
ex c han ge is cr i ticall y r e q,u ired by the pr i vate sec tor to
finance spares and equipment and the counterpart funds are the
basis for the public sector to finance the road contracts.
Should bottlenecks in the disbursement system develop it may
be necessary to investigate the cause/s. At the same time,
there may be reason to review the beneficiaries of the foreign
exchange program and the impact of program financing on the
sub-sector.

'.
Private Sector Contracting: There are still a number of
unknowns involved in establishing a private sector road
construction industry in Tanzania. It will be important for
ATAP to incorporate the experience of early contracts into the
structure of the program. For example, it might be necessary
to assess the private sector wit~in 12-18 months of program
start-up, if the RRD were tendering rehabilitation packages,
but no one was bidding. Issues which might be explored
include: Is the size of package too big or too small? Is the
participation of the contractor location specific? Does the
contractor have adequate staff, equipment, management, and
supervision, technical skills, and/or capital?
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4.3.3. Evaluations

Evaluations will be used to measure the progress of the
program in terms of its designed performance targets and against
benchmark data. (See Annex I for planned performance targets and
benchmark information.) A mid-term evaluation is planned 30·-36
months after signing the Grant Agreements. Approximately 60
person/days will be needed to examine the 'extent the program is
achieving its obj ectives. The evaluators should include persons
with skills in civil engineering, management systems, and financial
and accounting systems. .

Some of the issues which, should be examined during this evaluation
include: the efficacy of the Rural Roads Division management systems
and performance of long-term TA contractor within the system; the
level of ~RD staffing, terms of reference, and the adequacy of GOT
budget allocations to the division; number of rehabilitation
projects contracted to" the private sector, the number of kilometers
of rural road being maintained at the required standard. The final
evaluation of the Program' is scheduled in May 1993 to measure the
impact of the program. In addition this evaluation will examine the
program management issues related to the design and implemen~ation

of the sector grant approach

4.4 Implementation Schedule
The following Implementation Schedule

Pro9r am i s au tho ri zed by Aug us t 31, 1988 .

Item

Grant Agreement Signed between 'AID and GOT
Preparation of RFP for TA Contract
Presentation of Budget Requests
for Rural Roads Division

Conditions Precedent to Disbursement Met
First Semi-Annual Review Meeting
Review of TA Contract Proposals
Disbursement of Sector Component Funds
Award of the TA Contract
Second Semi-Annual Review Meeting
Third Semi-Annual Review Meeting
Presentation of TA and Training Workplan
Fourth Semi-Annual Review Meeting
Fifth Review Meeting (Semiannual)
Presentation of TA and Training Workplan
Mid-Term Evaluation
Sixth Review Meeting (Semiannual)
Seventh Review Meeting (Semiannual)
Presentation of TA and Training Workplan

assumes that the

Month Responsible

9/88 USAID/MFEAP
10/88 USAID/MCW

12/88 MCW/MFEAP
12/88 MFEAP
12/88 USAID/GOT
3/89 USAID
4/89 USAID/MFEAP
4/89 USAID/MCW
5/89 USAID/GOT
11/89 USAID/GOT
11/89 USAID/GOT
5/90 USAID/GOT
1,1/90 USAID/GOT
11/90 USAID/GOT
1/91 USAID/GOT
5/91 USAID/GOT
11/91 USAID/GOT
11/91 USAID/GOT



Eighth Review Meeting (Semiannual)
Ninth Review Meeting (Semiannual)
Presentation of TA and Training Workplan
Tenth Review Meeting (Semiannual)
Final Evaluation
Program Ends

5.0 Feasibility Analyses

5/92
11/92
11/92
5/93
5/93
9/93

USAID/GOT
USAIO/GOT
USAID/GOT
USAIO/GOT
USAIO/GOT

S.l Social and Institutional Analyses

The Institutional Analysis indicates that the GOT has the capability
to implement and sustain the policy and institutional reforms
targetted by ATAP. The Ministry of Works and Communications will be
the principal implementing institution for- these reforms although it
will be supported by the MFEAP, PMO, and MLGC. MCW was selected for
this role by the GOT in its National Transport Policy. Within the
MCW, two organizational uni ts will have a direct role in the
Program. The Directorate of Planning, which is an existing MCW Unit
with a good track record, will provide the policy and financial
skills required by the Program. The Rural Roads Division, which will
be established as part of this program, will provide the technical
engineering and contracting skills required to achieve ATAP
obj ectives. The proposed organizational structure and terms of
reference for the RRD appear sound however, a special GOT study
scheduled for September is planned to examine it staffing,
fin a nci ng , and reI a t ion s hip toothe r ins tituti 0 ns wi t h
responsibility for rural roads'. sufficient human and capital
resources are available within the MCW to adequately implement the
Core Rural Roads Program planned for the next five years. Recurrent
fin a nci ng and s t a f f t r a i ning ha ve bee n ide nt i fie d as cr i tic a1
ins ti tutional ·i s sues for the long term and thes e will be addres sed
as part of ATAP.(See Annex D) -

A social analysis of ATAP activities indicates that most policy and
institutional reforms will have positive social impacts. In a
widest sense, rural road improvements will provide rural consumers
with larger amounts of goods at lower prices and expand the access
of rural producers to wider markets. These results will be very
valuable to the maj ori ty of rural dwellers however, there are
potentially some rural producers whose market may be disrupted by
improved road transport. With respect to the specific reforms, the
use of private sector contractors for road rehabilitation is
expected to provide greater employment opportunities for unskilled
labor and potentially higher. wages. Since very little road
maintenance is currently tarried out by force account, existing GOT
work crews should not be adversely affected. Likewise, the ATAP
supported budget reforms related to recurrent financing for roads is
expected to benefit the rural majority. by maintaining the
improvements cited above. However,for those families not served by
existing roads, more maintenance is likely to mean no new roads. A
narrow range of ATAP activities, related to the establishment of the
Rural Roads Division has the greatest potential for adverse social
and political impact. While there has been widespread bilateral
c;onsul tation, and the GOT has already made the decision to



,.,
consolida te road fu nc tions in the MCW, thi s deci s ion appe-ars to
reduce the planning and implementing authorities of both the
District Councils and Regional Administrations. A successful rural
roads program needs the participation of all three parties. ATAP
addresses this potential problem area by proceeding slowly and
deliberately towards the introduction of the RRD in terms of
conditionality and providing short term technical resources to the
RRD to deliver training and technical assistance to these local
authorities.

5.2 Economic Analysis

A major aim of AID support for GOT policy and institutional reforms
and import financing is improved, rural roads. An economic analysis
has been prepared for the program which looks at the costs and
benefits of rehabilitating and maintaining feeder roads included in
the GOT I S Core Rural Roads Program. This analysis indicates that
feeder road improvement generates an Internal Rate of Return (IRR)
in excess of 35%. This translates into an annual Net Present Value
(NPV) of' over us $62 per kilometer.

5.3 Impact Analyses

5.3.1 Transport Sector

The most visible impact of the, program will be better rural roads
which initially are expected to reduce transport costs and lead to
increased volume of goods carried to and from rural areas. The most
direct benefits from better rural roads will be the private and
public transporters which serve the rural areas. As truck speeds
rise and truck maintenance requirements per kilometer drop their
incom~s should increase. Traders are expected to be the next group
to benefit from lower transport costs. Ultimately, the benefits of
lower transport costs will be passed on to rural producers and
consumers.

5.3.2 Agricultural Sector

The impact of ATAP on the agricultural sector will be limited by the
size of the program ($7.2 million) and by the specific regions where
road improvements take place. Where the RRD is able to employ
private contractors to rehabilitate rural roads and assist local
authorities to maintain them, farmers should benefit from lower
costs for agricultural inputs and higher prices for agricultural
produce assuming transport savings are passed on to farmers.
Currently, transport costs are significant comprising 17% of final
price for maize. If transport costs fall relative to commodity
prices, net incomes will rise and farmers will be encouraged to
produce more.



5.3.3 Rural Consumption

To the extent that the Program contributes to an increase in farm
incomes and lower tariffs for transport of consumer goods, rural
demand for consumer goods will increase. This may adversely affect
some informal sector producers whose products are not as attractive
or as inexpensive as mass produced items.

5.3.4 Assessment of Risks

The design and implementation of ATAP involves certain risks which
are discussed in Annex J. With respect to the program design,
USAID/T has assumed: (1) rural transportation will remain a policy
and budgetary priority ,with both the GOT and AID and (2)
institutional development is more effective than directly financing
road rehabilitation and main'tenance. Also, because the ATAP de'sign
precedes a major IBRD Rural Roads' Project and a major GOT.
reassessment of its road network USAID/T has risked being out in
front on the rural roads development.

During the implementation of ATAP there are other risks which may
influence the ultimate success of the program. For example, AID will
need to ensure that it does not get too far ahead of the GOT IS

willingness and ability to develop and maintain rural roads. This
means being able to endure slow disbursement of both foreign
exchange and local currency counterpart. There is also the' risk
that the GOT will not be able to organize and motivate its central
.ministries to focus and coordinate rural road responsibilities in
the MCW. Another ris k is that other donors will not agree wi th
USAID/T institutional focus fdr roads development. There will be a
need for them to gradually eliminate financing for donor managed
road projects and provide support for thetrai~ing and development
of the GOT road institutions.USAID/T has considered all of these
risks and has determined that they are manageable.

6.0 ESSENTIAL TERMS AND CONDITIONS

In order to facilitate the implementation of the Program, the
grant agreement will contain, in substance, the following
essential terms and conditions.

6.1 Conditions Precedent for Program Assistance Grant

6.1.1. Conditions Precedent to Initial Disbursement

Prior to first disbursement under the $5.21 million policy
reform/CIP component, or to the issuance by A.I.D. of documentation
pursuant to which such disbursement may occur, except as A.I.D. may
otherwise agree in writing, the Grantee shall submit to A.I.D., in
form and substance satisfactory to A.I.D.:

a. Evidence that it has established a Rural Roads Division in the
Ministry of Communications and Works with national responsibility
for the development, prioritization, and implementation of rural
roads.



b. A Government of Tanzania-approved plan setting forth adeguate
measures or actions the Grantee plans to take in order to ma~ntain

its classified road network, with domestic taxes, fees, and other
financing.

c. Evidence than it has awarded $1.0 million of road rehabilitation
contracts ·for gravel and earth roads to private sector firms.

d. Evidence that the Grantee has established in the Cooperative and
Rural Development Bank of Tanzania a Special Local Currency Account
for the deposit of local currency under the $5.21 million grant.

6.1.3 Special Covenants for Program Assistance Grant

The Grantee shall covenant, with respect to the $5.21 million CIP
grant, except as A.I.D. may otherwise agree in writing, that:

a. It will deposit or cause to be deposited in the Special
Local Currency Account currency of the Republic of Tanzania in
an amount equal to the u.S. dollar disbursement under the
program grant, calculated at the highest rate of exchange not
unlawful for any person in Tanzania. 'The funds in the Special
Local Currency Account shall be used in support of the purposes
tif this program as mutually agreed by the parties, provided that
at least five percent shall be made available for the needs of
the United States.

b. The local currency in the Special Local Currency Account
shall be additional to, and not a substitute for, the. Grantee's
existing budgetary resources for the roads sub-sector.

c. An environmental assessment for equipment that is clearly
road rehabilitation equipment shall be conducted and the
assessment's recommendations agreed to, within six months of the
date of this agreement.

6.2 Covenants for the TA Grant

In order to ensure that the Program is successful, essential
covenants to be included in the TA and Training Grant Agreement are,
in substance, as follows:

The Grantee shall provide to AID an annual workplan indicating
the level type, timing and cost of the technical assistance and
training resources required over the following year to achieve
the objectives of the Program.
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·MlNISTRY 01" FINANCE, ECO~OMlC AFF~ iU'fU C~"4'''''~

T~s 11%7t. P.O. Box 9111.
DAR as SA1.AAK.

21st July, 1988

l')
()
;',"'

Mr. Joseph F. Stepanek,
A.I.D. Representative,

. USAID/Tanzania,
P.O. Box 9130,
DARrES SALAAM.

Dear Mr. Stepanek,

Re: US DOLLAR 7.2 MILLION PROGRAM
!

GRANT

The Government of th~ United Republic of Tanzania has

been pleased to .. hear that the Government of the United States

has proposed a US$ 7.2 million program grant to Tanzania during

the 1988 U~ fiscal year to assist our Government in its ~fforts

to improve its agricultural road transport system.

The proposed grant is highly desired as it will

assist in enhancing our capability in the. rehabilitation and
maintenance of. our agricultural transport system which continue

to be an essential element for the success of our Economic

Recovery Progra~.

,
He would the~efore kindly request, your assistance 1n

~ecuring approval from your Government of the proposed

US$ 7.2 million program grant at your earliest convenience.'

Yours sincerely,

( .

~~q
M. T. Kibwana

for: PRINCIPAL SECRETARY

lam:
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~ C ( 1) - COUN':'RyeH:': CK ~, 1: l'
Tanzania

Listed below are statutory criteria applicable
to: (A) FAA funds generally; (B)(l) Development
Assista~ce funds only; or (B)(2) the Economic
Support Fund only.

A. GENERAL CRITERIA FOR COUNTRY
ELIGIBILITY

1. FY 1988 Continuing Resolution Sec. 526.
Has the President certified to the
Congress that the government of the
recipient country is failing to take
adequate measures to prevent narcotic
drugs or other controlled substances
which are cultivated. produced or
processed illicitly. in whole or in part,
in such country or transported through
such country, from being sold illegally
within the jurisdiction of such country
to United States Government personnel or
their dependents or from entering the
United States unlawfully?

.' .~.:~

)
2. FAA Sec. 481(h). (This p~ovision applies

to assistance of any kind provided by
grant, sale, loan, lease, credit.
guaranty. or insurance. except assistance
from the Child Survival Fund or relating
to international narcotics control.
disaster and refugee relief. or the
provision of food or medicine.) If the
recipient is a "major illicit drug
producing country" (defined as a country
producing during a fiscal year at least
five metric tons of opium or 500 metric
tons of coca or marijuana) or a "major
drug-transit country" (defined as a
country that is a significant direct
.ource of illicit drugs aignificantly
affecting the United States. through
which such druqs are transported. or
through which siqnificant sums of
drug-related profits are laundered with
the knowledge or complicity ot the
government). has the President in the
March l' International Narcotics Control
Strategy Report (INSCR) determined and
certified to the Congress (~ithout

Clearance:
AF/E:V1Hanger

NA
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Congressional enactment, within 30 days
of continuous session, of a resolution
disapproving such a certification), or
has the President determined and
certified to the Congress on any other
date (with enactment by Congress of a
resolution approving such certification),
that (a) during the previous year the
country has cooperated fully with the .
United States or taken adequate steps on
its own to prevent illicit drugs produced
or processed in or transported through
such country from being transported into
the United States, and to prevent and
punish drug profit laundering in ·the
country, or that (b) the vital national
interests of the United States require
the provision of such assistance?

3. Drug Act Sec. 2013. (This section
applies to the same categories of
assistance subject to the restrictions in
FAA Sec. 48l(h), above.) If recipient
country is a "major illicit drug
producing country" or "major drug-transit
country" (as defined for the purpose of
FAA Sec 48l(h». has the President
submitted a report to Congress listing
such country as one (a) Which. as a
matter of government policy. encourages
or facilitates the production or
distribution of illicit drugs; (b) in
Which any senior Official of the
government engages in. encourages. or
facilitates the production or
distribution of illegal drugs; (c) in
whicb any member of a U.S. Government
agency bas suffered or been threatened
with violence inflicted by or with the
co.plicity of any 90vern••nt officer; or
(d) which fails to provide reasonable
cooperation ~o lawful activities of u.s.
drug enforcement agents. uDles~ the
President has provided the required
certification to Gongress pertaining to
UoS. national interests and the drug
control and criminal prosecution efforts
of that country?

NA
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4. FAA Sec. 620(c). lf assistance is to a
government. is the government liable as
debtor or unconditional guarantor on any
debt to a U.S. citizen for goods or
services furnished or ordered Where (a)
such citizen has exhausted available
legal remedies and (b) the debt is not
denied or contested by such government?

s. FAA Sec. 620(e)(1). If assistance is to
a government. has it (including any
government agencies or subdivisions)
taken any action which has the etfect of
nationalizing, expropriating, or
otherwise seizing ownership or control of
property of U.S. citizens or entities
beneficially owned by them without taking
steps to discharge its obligations toward
such citizens or entities?

6. FAA Secs. 620(a), 620(f), 620D; FY 1988
Continuing Resolution Sec. 5l~. Is
recipient ,country a Communist country?
If so, has the Presid~nt determined that
assistance to ~he country is vital to the
security of ~he United Sta~es, that the
recipient country is not controlled by
the in~ernational Communist conspiracy,
and ~hat such assistance will further
promote ~he independence' o! the recipient
coun~ry from international communism?
Will assis~ance be provided directly to
Angola. Cambodia. Cuba. Iraq. Libya.
Vietnam. South Yemen. Iran or Syria?
Will 'assis~ance be provided to
Af;hanistan without a certification?

7. fAA Sec. 620(;1. Has the country
permitted. or failed to take adequate
aeasures to prevent. damage or
destruction by .ob action ot U.S.
property?

e. fAA Sec. 620{l). Has the country failed
to enter into an investment guaranty
agreement with OPIC?

No

~lo

No

No
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9. FAA Sec. 620(0); Fishermen's Protective
Act of 1967 (as amended) Sec. 5. (a) Has
the country seized. or imposed any
penalty or ,sanction against. any U.S.
fishing vessel because of fishing
activities in international waters?
(b) If so. has any deduction required by
the Fishermen's Protective Act been made?

10. FAA Sec. 620(g); FY 1988 Continuing
Resolution Sec. 518. (a) Has the
government of the recipient country been
in defaul t for more than 'six months on
interest or principal of any loan to the
country under the FAA? (b) Has the
country been in default for more than one
year on interest or principal on any U.S.
loan under a program for which the ~y

1988 Continuing Resolution appropriates
funds?

11. FAA Sec. 620,( s) . !f' co.ntemplat.~d
assistance is development loan or to come
frcim Economic Suppor~ Fund, has the
Administrator taken' into account the
percentage of the country's budget and
amount of the country's foreign exchange
or other resources spent on military
equipment? (Re!erence may be made to the
annual "Taking Into Consideration" memo:
"Yes, taken into account by the
Administrator at time of approval of
Agency OYB." This approval by the
Administrator of the Operational Year
Budget can be the basis for an
affirmative answer during the fiscal year
unless significant changes in
circumstances occur.)

12. FAA Sec. 620Ctl. Has the country severed
diplomatic relations with the United
States? If so, have relations been
resumed and have new bilateral assistance
aqreements been negotiated and entered
into since such resumption?

." ..... ,'

::0

(a) . Yes, 'although
a 620 (q) waiver
is in effect.

(b)' No

No

. /\~"

-~". /1
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1 3. FAA 5 ec. 62 0 ( ul. Wh a tis the. paym en t
status of the country·s U.N.
obligations! If the country is in
arreats,· were such arrearages taken into
account by the A.I.D. Administrator in
determining the current A.I.D.
Operational Year Budget? (Reference may
be made to the Taking into Consideration
memo.)

14. ~AA Sec. 620A. Has the President
determined that the recipient country
grants sanctuary from prosecution to any
individual or, group which has committed
an act of international terrorism or
otherwise supports international
terrorism?

IS. FY 1988 Continuing Resolution Sec. 576.
Has the country been placed on the list
provided for in Section 6(j) of the
Export Administration Act of 1979
(currently Libya. Iran, South Yemen.
Syria. Cuba. or North Korea)?

16. ISDCA of 1.985 Sec. SS2{b). Has the
Secretary o! State determined that the
country is a high terrorist threat
country after the Secretary of
Transportation has determined. pursuant
to section 1115(e)(2) of the Federal
Aviation Act of 1958. that an airport in
the country does not maintain and
administer effective security measures?

17. FAA Sec. 666(b). Does the country
object. on the basis of race. religion,
national origin or sex. to the presence
of any officer or e.ployee of the U.S.
who is present in such country to carry
out economic development programs under
the PAA?

As of 12/31/87
T~r.zania' prior year
arrears was $121,494.
This was taken into
account by the admin
strator in approving
the FY. 19,88 OYB. .
Tanzan~~ lS not de1~n7
quentw~thin the mean~n
of art~cle L9 ot tne
UN charter.

No

No'

No

No

18. fAA Sees. _~69, 67~. Has the country,
after August 3. 1977, delivered to any
other country or received nuclear
enrichment or reprocessing equipment.
materials, or technoloqy,. wi thout
specifi~d, arrangements or safeguards. and
without special certification by the
President? Has it transferred a nuclear
explosive device to a non-Duclear weapon
state, or if such a state, either
received or detonated a nuclear explosive
~--_.:_-- --.. -

No

~J
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19. FAA Sec. 670. If the country is a
non-nuclear weapon state, has it, on or
after August 8, '1985, exported (or
attempted ~o export) illegally from the

·United States any material, equipment, or
technology which would contribute
significantly to the ability of a country
to manufacture a nuclear explosive device?

20. ISDCA of 1~81 Sec. 'l20. Was the country
represented at the Meeting of Ministers
of Foreign Affairs and Heads of
Delegations of the Non-Aligned Countries
to the 36th General Assembly of the U.N.
on Sept. 2S and 28, 1981, and did it fail
to disassociate itself from the
communique issued? If so. has the
President taken it into account?
(Reference may be made to the Taking into
Consideration memo.)·

21. FY 1988 Con.tinuing Resolution Sec.· 528.
Has the recipient country been determined
by the President to have engaged in a
consistent pattern of opposition to the
foreign policy of the United States?

22. FY 1988 Continuing Resolution Sec. 513.
Han the duly elected Head of Government
of the country been deposed by military
coup or decree? If assistance has been
terminated. has the President notified
Congress that a democratically elected
government has taken ottice prior to the
resumption of assistance?

23. FY 1988 Continuing Resolution Sec. 543.
Does the recipient country fully
cooperate with the international refugee
assistance organizations. the United
States. and other governaents in
facilitating lasting solutions to refugee
situations. including resettlement
without respect to race. sex. religion.
or national origin?

•

::0

Tanzaniafailed to
disassociate itself
and this was taken

into consideration
by the Administratl
in approving the

FY 1988 OYB

~o

No

Yes
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B. FUNDING SOURCE CRITERIA FOR COUNTRY
ELIGIBILITY

1. Development Assistance Country Criteria

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

FY 1988 Continuing Resolution Sec. 538.
Has the President certified that use ot
OA funds by this country would violate
any of the prohibitions against use ot
t~nds to pay for the performace o~

abortions as a method of family planning.
to motivate or coerce any person to
practice abortions, to pay ,for the
performance ofinvolunta~y sterilization
as a method of family planning. to coerce
or provide any !inancial incentive to any
person to'undergo sterilizations, to pay
for any biomedical research which
relates. in whole or in part. to methods
of. or the performance ot. abortions or
involuntary sterilization as a means ot
family planning?

2. ~nomic support fund Country Criteria

PAA Sec. S02B. Mas it been deter.ined
~ha~ the country has engaged in a
con8i.~en~ pat~ern.of gross violations of
internationally recognized human rights?
It 80. has ~he President found that the
country aade such significant improvement
in its human rights record that
turnishinq such assistance is in the U.S.
national interest?

PI 1988 Continuing Resolution Sec. 549.
Has this country met its drug eradication
targets or otherwise taken significant
steps to halt illicit drug production or
trafficking?

NA

NA
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NONPROJECT ASSISTANCE CHECKLIST

.'.~. ?t:
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The criteria 'listed in Part A are applicable
generally' to FAA funds, and should be used
irrespective of the program's funding source.
In Part B a distinction is made between the
criteria applicable to Economic Support Fund
assistance and the criteria applicable to
Development Assis.tance. Selection of the
criteria will depend on the funding source for
·he program.

CROSS REFERENCES: If COUNTRY CHECKLIST UP TO Yes
DATE? HAS STANDARD ITEM
CHECKLIST BEEN REVIEWED?

A. GENERAL CRITERIA FOR NONPROJECT ASSISTANCE "

.'.

1.

2.

3.

FY 1988 Continuing R~solution Sec. 523:
FAA Sec. 634A. Describe how
authorization and apprbpriations
committees of Senate and House have
been or will' be notified concerning
the project ..

l'''AA Sec. 611(a)(2). If further
legislative action is required within
recipient ~country, what is basis for
reasonable expectation that such action
will be completed· in time to permit
orderly accomplishment of purpose of the
assistance? .' .

FAA Sec. 209. Is assistance more
effici~ntly and effectively provided
through regional or multilateral
organizations? If so, why is assistance
not so provided? Information and
conclusions on whether assistance will
encourage developing countries to
cooperate in regional development
programs.

,A Congressional Notifica
tion was submitted on July 28,
1988 and expired without objection
on August 12, 1988.

. No legislative action
required.

No, this assistance com-
o plements multilateral donor
activity in the transport
sector. To the extent the
transport sector in .
Tanzania is more efficient,
regional flows of goods and
increased regional cooper
ation should result.

I

1l\
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ownThe U.S. does not
excess Tanzanian
Shillings.

The'progtam will encourage
increased export of cash
crops and import of agri
cultural inputs; will .
expand use of the private
sector to rehabilitate and
maintain· rural roads works
machinery and equipment;
will encourage greater com
petition in the trucking
industry, and will improve
the efficiency of the
agricultural transport

FAA Sec. &01 (b) • lnf OrlJa tion and industry, and the private
conclusions on how assistance will sector construction
encourage U. 5. pr iva te trade and ~~~~~~~~~===================
investment abroad and encourage private Import program will 'have
U.S.• participation in foreign assist.ance preference for u.s. source
programs (including use of private trad'e and origin. Technical
channels and the services of U.5. private Assistance will be prima-
enterpr i se) · rily U. S. private sector firms, to

the extent practicable.
FAA Sees. 612(b). 636(h)i FY 198B
Continuing Resolution Secs. 507. 509.
Describe steps taken to assure that. to
~he maximum extent possible, foreign
currencies owned by the u.s. are utilized
in lieu·of dollars to meet the cost of

,contractual and other services.

FAA Sec. 601(a). Information and
conclusions on whether assistance will

·encourage efforts of the country to~ ,
(a) increase the flow o! internationa'
trade; (b) foster private initiative and
competition: (c) encourage development
and use of cooperatives, credit unions,
and savings and loan associations;
(d) discourage monopolistic practices:

. (e) improve technical efficiency of
industry, agriculture, and commerce: and

., (f)' strengthen free labor unions.

6.

4.

5.

_7,. FAA Sec. 612(d). : Does the U.S. own
excess foreign currency of the country
and, if so, what. arrangements have been
made for .its release?

No

o. FAA Sec. 60l(e). Will the aGsistanc~·

utilize competitive selection procedures
for the awarding of contracts, excep~

where applicable procurement rules alLOW
otherwise?

Yes

9. FAA 121(d). If assistance is being
furnished under the Sahel Development
Program. has a determination been made
that the host government has an adequate
system for accounting for and controlling
rec,ipt and expenditure of A.I.D. funds?

N/A
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B. FUNDING CRITERIA FOR NONPROJECT ASSISTANCE

,1. Nonpro;ect Criteria for Ec'ont>mic support
Fund

a. FAA Sec. 531(a). Will this
assistance promote economic and political
stability~ To the maximum extent

.feasible, is this assistance consistent
with the policy directions, purposes, and

• prog~ams of Part I of the FAA?
.

b. FAA Sec. 531(e). ~ill assistance
under this chapter be used for military
or paramilitary activities?

c.FAA Sec. 531(d). Will ESP funds·made
available for commodity import programs
or other program assistance be used to
generate local currencies? If so, will
at least 50 percent of such local 
currencies be ~vailable to support
activities consistent with the objectives
of FAA sections 103 through 1061 .

d. FAA Sec. 609. If commodities are to
be granted so that sale proceeds will
accrue to the" recipient country, have
Special Accocint (counterpart)
arrangements been made?

e. FY 199B'Continuing Resolutio~. If
assistance is in the form of a cash
transfer: (a) are all such cash
payments to be maintained by the country
in a separate account and not to be
commingled with any other funds? (b)
will all local'currences that may be
generated with funds provided as a cash
transfer to such a country also be
deposited in a'special ac~ount to be used
in accordance with FAA Section 609 (Which'
requires such local currencies to be made
avail~ble to the U.S. governnent as the
U.S. determines necessary for the
requirements of the U.S. Government, and
which requires the remainder to be used
for programs agreed to by the u.S .

. Government to carry out the purposes for
which new funds authorized by the'FAA

N/A a. through f. (This
program is financed from
the Development Fund for
Africa).
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would themselves be available)? (c) Has
Congress received prior.notification

'providing in detail how the funds will be
used, including the u.s. interests that
will be served by the assistance, and, as
appropriate, the economic policy reforms
that will be promoted by the cash
transfer assistance?

'f. PY 1988 Continuing Resolution. Have
local currencies generated by the.sale of

~ . imports or foreign exchange by the
government of a· country in 'Sub-Saharan
Africa from funds appropriated under
Sub-Saha.ran Africa, DA been deposited in
a specIal account establish~d by that
government, and are ,these local
currencIes available only for use, in
accordance with an agreement with the
United States, for development activities
which are consistent with the policy
directions of Section 102 of the FAA and
for necessary administrative requirements
of the U. s. Government?

..
2. Nonpro ject Cri teria' for Development
Assistance

, .

ANNEX B. L • ....
, .

. .~~~' .. ~
~ ..

a. FAA Secs. 102 (a)« 'Ill'; 113, "281 (a) • Primary goal of program
Extent to 'which activity will (a) is to expand the economy
effectively involve the poor in of agriculturalists

" development, by expanding access ··to through imporvement of
economy at local level, increasing rural road system. This
labor-intensive product;ion and the use of will support the efforts, of
appropria te technology. spreading 0" Tanzania t'O become an
investment out from ci ties to small, towns exporter of agricultural
and 7u7al ~rcas, and insuring wide . . . cash crops, and its efforts
'part~clpatlon of thp- poor in the beneflts to find internal markets
ot develC?pment on a sustained basis. for crops produced.
uGlng the appropriate u.s. institutions:
(b) help develop cooperatives. especially Since the majority of
by technical assistance', to' assist rural Tanzania~ women are invol
and urban poor to' help themselves toward ved in a~riculture, the
better lite, a~d otherwise encourage improvement of the agri-
democratic private and local governmental cultural transport system
instItutions; (c) support the self-help will be especially benefi-
eff~orts of developing countries; (d) cial for this group'.
promote the participation of women in the
national economies o'f developing
countries and the improvement of women's
status; and Ce) utilize and encourage
regional coop~ration by developing
count.ries?
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b. FAA Secs. 103, '103A,104, lOS, 106,
.120-21. Is assistance being made
available (inclUde only ap~~icable

paragraph which cor'responds to source of
funds used: It more than one fund source
is used tor assistance. include relevant
paragraph for each fund source):

(1) [103] for agricuiture~ rural
development or nutrition; if 80
(a) extent to 'which'activity is
specificaliy designed to increase
productivity,and income of rural poor:

. [103A] if for agricultural research.
account shall be taken of tbe needs of
small farmers. and extenrive use of
field t~sting to a~apt basic res~arch
t~ local conditions ,shall be made: (b)
extent to which assistance is used in
coordination with efforts carried out

'under Sec. 104 to help improve . .
nutritlon of the people of developing
countries, ~hr6uqh encouragement of .
increased production of crops ~iih
greater nutritional value: improvement

. of planning, research, and education
with respect to nutrition, particularly
with reference to improvement and
expanded use ot indigenously produced
foodstuf1s; and the undertaking of
pilot or demonstration programs
explicitly addressing the problem of
malnutrition of poor and vulnerable
people;' and (c) extent to which·
activity ,increases national food
security by improving food po1icies··and
management and by strengthening
national food reserves~ with particular
concern for the needs 'of the poor,
through measures encouraging domestic
production, building national food
reserves, expanding available storage
facilities, reducing post harvest food
losses, and improving food distribution.

1) Yes. The goal of the
program is to improve rura:
incomes by expanding the
volume of inputs, commodi
ties and consumer goo~s

and reducing the costs of
transport. The successful
achievement of this 'goal
is also expected to improvl
nutrition, reduce post
harvest losses and make
food distribution more
efficient.
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(2) [194] tor population planning
under Sec. l04(b) or health"under Sec.
l04(c): if so, extent ~~ Which activity

:emphasizes low-cost, integrated
delivery systems tor health, nutrition
and family planning for the poorest
people, with particular attention to
the needs of mothers and young
children, using paramedical and
auxiliary medical personnel, cl:nic8
and health. posts, commercial
distribution systems, and otber modes
of community outrearch~

(3) [lOS] for educa ti on, pUblic
administration, or 'hu~3n resources
d~velopment; if so, (a) extent to' which
activity strengthens nonformal
education, makes formal education more
relevant, especially for rural families
and urban poor, and strengthens
management capability of institutions
enabling the poor to participate ,in .
development: and (b) extent to which

. assistance provides aavanced education
. and training of people of developing

countries in such disciplines as are·
required for p~anning and
implementation of public and private
development actiyities.

(4) [106J for technical assistance,
energy, research, reconstruction, and
selected development problems: if so,
extent a~tivity is:

N/A

The training activities
for the road engineer
and technicians will
enhance the institutional
capability of Mew and
private firms and will
make a significant
contribution to
implementation of
development programs
in rural areas.

N/A

(i){a) concerned with data collection
and analysis, the training of skilled
personnel, resear~h on and
development of suitable energy N/A
sources, and pilot projects to test
new methods of energy production: and
(b) facilitative of research on and
development and use of small-scale,
decent~alized, renewable energy
sources for rural areas. emphasizing

'development of energy resources which
are environmentally acceptable and
require minimum capital investment:

;,.,,;.. ' ..



.( i i) concerned wi th technica 1 ~::: ..
cooperation and development,
especially with ~.~. private and
voluntary, or regional and
international development,
organizations.

. '.
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To the exten~ ~~~~~
U. S. technical.
assistance is provided
it will enhance U.S~

technical cooperation.

, . .

(ii.1) . research into, and evaluation N/A
of, economic development processes
and techniqu~8:

.' (iv)' reconstruction after natural or
manmade disaster and programs of N/A
disaster preparedness:

(v) for special ~evelopment

problems, and to enable proper . N/A
'utili~ation of infrastructure and
related projects funded with earlier
u.s. assistance~

(vi)' for urban develop~ent,

especially small. labor-intensive
enterprises. marketing systems -for N/A
small producers. and financial or
other institutions to help urban poor
participate in economic and social
development ..

(5) [120-21] for the Sahelian region;
if so. (a) extent to which there is
international coordination in planning
and implementation: participation and
support by African countries and
organizations in determining
development priorities: and a
long-term. multi-donor development plan
which calls for equitable .
burden-sharing with other donors: (b)
has a determination been made that the
host government has an adequate system
for accounting for and controlling
receipt and expenditure of projeets
funds (~ollars or local currency
generated therefrom)?

N/A

c. ~AA Sec. 107. Is special emphasis
placed on use of appropriate technology
(defined as relatively smaller.
cost-saving. labor using technologies
that are generally m~st'appropriate for
the small farms. small businesses. and
small incomes ?f the poor)?

No-technology choice
will be left to private
contractor decision.
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d. FAA Sec. 28-1 (b) . Describe extent to
which the activity recognizes the
'particular needs. desires, and capacities
of the people of the country; utilizes
the country's intellectual resources to
encourage institutional development; and
supports civic education and training in
skills required for effective

. participation in governmental and
political processes essential to
.8el~:government.

e. FAA Sec. lOi(a) .. Does the activity
give reasonable promise of contributing
to the development ot economic resources.
or to the increase of productive
capacities'and,self-sustaining econ9mic
growth?

"

",

., ,

, .'

! •

ATAP' addresses the
principal development
constraint as identified by
the GOT and will support
GOT policy reforms and
strengthen the institutional
capabilities of central
ministries and local
authority.

Yes, should encourage
private development of
underutilized agricultural
resources.
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Listed below are statutory criteria applicable
to projects. This section is divided into two
parts. Part A includes criteria applicable to
all projects. Part B applies to projects funded
from specific sources only: B(l) applies to all
projects funded with Development Assistance:
B(2) applies to projects funded with Development
Assistance loans: and B(3) applies to projects
funded from 'ESF. ..

CROSS REFERENCES: IS COUNTRY CHE,CKLIST UP TO YES
DATE? HAS STANDARD ITEM
CHECKLIST BEEN REVIEWED FOR
THIS PROJECT? . Yes

A. GENERAL CRITERIA FOR PROJECT

1. fY 1988 Continuing Resolution'Sec. ~23;

FAA Sec. 634A. If money is sought to
obligated for an act~vity not pteviousli
justified to Congress, o~ for an amount
in excess of amount previously justified
to Congress, has:Cong£ess been properly
notified?

2. FAA Sec. 611(a)(1). Prior to an .
.. obligation in excess of $500,OOO~' will

there be .Ca) engineering, financial or
other plans necessary to carry out the
ass is tance " and (b) a reasonably firm.
estimate ot the cost to the u.s. of the
assistance? ..

3. fAA Sec. 611(a)(2). If legislative
action is required within recipient
country, what is the basis' for a
'reasonable expectation that such action
will be completed in time to permit

'orderly accomplishment of the purpose of
the assista·nce?

A Congressional Notification.
was submitted on July 28, 1988
and IS-day waiting period
expired without objection
on August 12, 1988.

Yes

Yes

GOT Legislative action
is not required.



4.

.- ,
FAA Sec. 611(b)i FY 1988 Continuing
Resolution Sec. Sot. It project is for
water or water-related land resource
construction, have benetits and costs
been computed tv the extent practicable
in accordance with the principles~

standards, and procedures established
pursuant to the Water Resources Planning
Act (42. U •.S.C. 1962. J~ ~.)? (See
"A.I.D. Handbook 3 for guidelines.) .

s. · FAA Sec. 611 (e) •. If pro ject is capi tal
assistance (~, construction), and
total u.s. assistance for it. will exceed
$1 million, has Mission Director
certified and Regional Assistant
Administrator taken into consideration
the country's capability to maintain and
utiiize the project effectively?

•..,·,·.M~.. B.. . , . ' .
.,,; ~: .. ' . ~./ ~ .

N/A

N/A

6 •

7.

"

8.

9.

FAA Sec. 209. Is projectsusceptibl~ to
execution as part of regional or
multilateral project? If so, why is
project not so executed? Informa~ion and
conclusion whether assistance will·
e~courage regional development programs.-

FAA Sec. 601(a). Informa'tion and
conclusions on w~ether projects will
encourage efforts of the country to:
(a) increase the flow of international
trade; (b) ~oster private initiative and
competition; (c) encourage development
and use of cooperatives, credit unions,
and savirigs and loan associations~

(d) discourage monopolistic practices;
(e) improve technical efficiency of .",
industry, agriculture and commerce;" and
~f) strengthen free labor unions.

FAA Sec. 601(!tl.. Information and
conclusions on how project· will encourage
u.s. private trade and investment abroad
and encourage private u.s. participation
in foreign assistance programs· (including
use ot private trade channels and the
ser!ices of U. s. private. enterprise).

FAA Sees. 6l2(b), 636(h}. Describe steps
taken to assure that, to the maximum
extent· posGible •. t~e country is .
contributing local currencies to meet the
cost of contractual and other services,
and foreign currencies owned by the U.S.
are utilized i~ lieu of dollars.

The project complements
multilateral donor acti
vity. Since the Project
will improve the ~OT's

rural roads network, it
will encourage regional
integration and develop
"ment

This project will encou
rage international trade

.by improving the managemE
of Tanzania's rural road!
and thus facilitating thl
marketing of Tanzania's
agricultural export cropt
.The proj ec t will improve
the GOT's ability to awal
and manage private sectOJ
road contracts, whcih wi:
encourage initiative and
discourage paras tal con-

g~~~£~!g~=~g~ggg~!~g=====

The majority of technica:
assistance will be from
U.S. private firms~

The U.S. does not own
local currencies.

/'I ".J.
/
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10. FAA Sec. 612(d). Does the U.S. ~own

·excess foreign currency ot the country
and, if 60, \·~at ar~angemeuts have been
made for its xelease?

No

.'. ·~~:(;·~;·~F>·'·' ....~.(. ", ":. ~-.';.....
• ~ \:.,~~ • ' I

11. PY 1988 Continuing Resolution Sec. 521.
If assistance is for the production of
any commodity for export, is tile N/A

"commodity likely to be in surplus on
world markets at .the t.t.me the resulting

• productive c~pacity becomes operative.
and is such"assistance likeli to 'cause
substantial injury to u.s. producers of
the' same, slmilar or competing commodity?

12. FY 1988 Continuing Resolution Sec. 553.
Hill tbe assistance (exce-p't for programs
in Caribbean Basin Initiative countries
under u.s. Tariff Schedule "Section 807,"
which allows reduced tariffs on articles
assembled ~.b.road f-rom U.S.-made
components) be used directly to ,pr~cure

feasibility studies, .prefeasibility
s~udies, or project profiles of~potential

'investment in. or to' assist the
establishment of facilitfes specifically
designed for, the manufacture for exp~rt

to the United States or to third country
markets in direct competition with u.s.
exports, of textiles, apparel, foo~aI,

" han.dbags, flat goods (such as wa11eto 'Or
coin purses worn on the person), work
gloves oi leather wearing apparel?

13. FAA Sec. 119(9)(4)-(6). Will the
assistance (a) support training aaa'
~ducation efforts which improve the
capacity of recipient countries to
prevent loss of biological diversity;
(b) be provided under a long-term
agreement in which the recipient c4DDtry
agrees to ~rotect ecosystems ~r other
wildlife habiuts: (e) support ef'f1)1:ts
to identify and survey ecosystems in
recipient countri~s worthy of
protection; or (d) by any direct or
indirect means significantly degrad~

national parks or similar protected axeas
or introduce exotic plants or animals
into such areas?

No

No

No

No

No
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14. fAA 121(d). If a Sahel project, has a
'determination been made that the' host N/A
government ~las an adequa te system for
accounting for and controlling receipt
and expenditure ot project tunds (either
dollars or local currency generated
therefrom)?

15. FY 1988 Continuing Resolution~ If
assistance is to·be made to a United
States PVO (other than a cooperative ~/A
developm~nt org~nlzation), does it obtain
at least 20 percent of its total annual
funding for int.ernational activities from
sources other than the United States
Government?

16. FY Continuing Resolution Sec. 541. If'
assIstance i~ being made availaple to a
pva, has that organization provided upon
timely request any document, file, or .
record necessary to the auditing
requirements of A.I.D., and is the -PVO
registered with A.I.D.?

N/A

17. FY 1988 continuing Resolution Sec. 514.
If funds are being obligated under an
appropriation account to which they were N/A
not appropriated, has prior approval of
the.Appropriations·Committees of Congress
been obtained?

.' " .
18. PY Continuing Resolution Sec. 515. If

deob/reob authority is sought to be
exercised in the provision of assistance,
are the funds being obligated for the
same general purpose, and for countries
within the same general region as
originally obligated, and have the
Appropriations committees of b~th Houses
of Congress been properly notified?

19. State Authorization Sec. 139 (as
interpreted by conference report). Has
confirmation of the date of signing of
the... project agreement, including the
amount involved, been cabled to State LIT
and A.I.D. LEG within 60 days of the
agreement's entry into force with respect
to the United States, and has the'full
text of the agreement been pouched to
those same o!fices? "(See Handbook 3,
Appendix 6G for agreements covered by
this provision).

N/A

Case-Zablocki requirement~

will be satisfied.

J

~
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B~ FUNDING CRITERIA FOR PROJECT

.1. "Development Assistance Proiect Criteria

a. FY 1988 Continuing Resolution' Sec.
552 (as interpreted by conference
report). If assistance is for
agric~ltural develop~ent activities
(specifically, any t.stinq or

·breeding feasibility study. variety
.' . improvement or introduction,

consultancy~ publication. conference,
or training), are such activities (a)
specifically and principally designed
to increase agricultural exports by
the ~ost country to a country o;her

. than the United States. where the
export would lead to direct
competition in that third country
with exports of a similar commodity
grown or produced in the Uni ted .
States, .nd cari the activities
reasonably be expected to'caus~

sUbstantial injury to u.s. ~Aporter~

of a similar agricultural commodity:
or (b) in support of ~esearch that is
intend~d primarily to benefit u.s.
producers?

N/A

b. .FAA Secs. 102(b), 111. 113, 281(a).
Describe extent to which activity
will (a) effectively involve 'the poor
in development by extending ~~cess to
economy at local level, increasing
labor-intensive production and the
use of appropriate technology, ..
dispersing investment from cities to
small towns and rural areas. and

The ulitmate aim of t~e

program is to improve the
state of the rural road
network which provides in
puts and consumer goods
vital for the rural popula
tion and provides the means
to market agricultural
produce for rural farmers.

- .•• - --..... ·"... - .... r ~ ....·, p •••
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insuring wide participation of the
poor in the benefits ot development
on a sustained basis, using
appropriate u.s. institutions:
(b) help develop cooperatives,
espeeially by technical assistance.
to assist rural and urban poor to
help themselves toward a better life.
and otherwise encourage democratic
private and local governmental
institutions; . (c) support the

. self-help efforts ot developing
.0 countries; {d) promote the

participation of women ih the
national economies of developing
countries and the improvement of
women's status; and (e) utilize .and

° encourage regional cooperation ·by
developing countries.

~his'project doe~ nQt
provide any special assist
ance to cooperatives, self
help efforts, women, or
encourage regional
cooperation.

c. FAA Sees. 103, l03A, 104, lOS, 106,
·120-21. Does the project fit the
criteria for the source of funds Yes
(functional account) being used?

4. FAA Sec. 107. Is emphasis placed on
use of appropriate technology

. (relatively smaller, 'cost-Gaving,
labor-using ~echnologies that are
generally most appropriate for the
small ·farms, small busineGses, and

'small incomes of the poor)?

No

'0 •.'
e. fAA Secs. 110, 124(d). Will the

reci~ient country provide a~ 'least 25
percent of the costs of the progr.am, The host country will
pro j ect, .or act i vi ty wi th respect· to provide at least 25% of
which the assistance is to be prog~am costs.
furnished (or is the latter
cost-sharing requirement being waived
for a "relatively least developed"
country)?

f. FAA Sec. 128(b). If the activity Yes~ two evaluations and
a t tempts to inc! ea s e the interim assessments have
institutional capabilities of private been planned.
organizations or the government of

~the country, or if it attempts to
stimulate scientific and
technological research, has it been
designed and will it be monitored to
ensure that the ultimate
beneficiaries are the poor majority?



9,
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fAA See, 281Cb) ',' Describe extent to . Th~ ·proj~c·t'···~·dch·~·~se~·
which proqram recognizes the Tanzania t S:most...:limiting
particular needs, desires, and constraint to economic'
r.:apacities of the people ot the reform - transport. This
country: utilizes the country's project supports the deve-
intellectual resources to encourage lopment of institutions
institutional development: and .which can improve the rural

,supports civil education and training road network.
in ·skills required for effective
participation in governmental
processe~ essential to
·8elt-goy~rnment.

No

h. FY 1988 Continuing Resolutior Sec.
538. Are any of the funds to be used
for the performance of abortions as a No
method of family planning or to

. motivate or coerce any person to
practice .abortions?

Are any of the funds to be used to
pay for the performance of . , No
involuntary sterilization as a met~od

of family planning or to coer~e or
provide any financial incentive to
any person. to un~ergo sterilizations?

Are any of the funds to be used to
pay for any biomedical research whicb
relates, in·whole or in part, to No
'methods of, or the performance of,
"abortions or involuntary

" sterilization as a means of f.amily
plan~ing?

i, FY 1988 Continuing Resolution. Is
the assistance being made available
to any organization or program which
has been determined to support or
participate in the management of a
program of coercive abortion or
involuntary sterilization?

It assistance is from the population
functional account, are any of the
funds to be made available to
voluntary family planning projects,. . ..
WhlCh do not otfer, elther dlrectly
or thro~gh referral to or information
about access to, a bread range of
family planning methods and services?

N/A



j. FAA Sec. 601(e)~ Will the project
utilize competitive selection
procedures for the awarding of
contracis. except where applicable
procurement rules allow otherwise?

lS ... :" .. ,.:,'. ,':
""~ ~~. ,."
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Yes'

...

k. FY 1988 Continuing· Reso1ution~ What
portion of the funds will be
available only for activities of
economically and socially
disadvpntaged enterprises,

• ,historically 'black colleges and
,. universities, colleges and .

universities having a student body in
which more than 20 percent of the
students are Hispanic Americans, and
private and voluntary organizations
which are controlled by individuals

. who are black Americans. Hispanic
Americans. or N~tive Americans. or
who are economically or socia1~y

disadvantaged (including women)?

No set asides are plauned.
Section 8a firms will be
invited to compete in the
contracting for technical
assistance as prime or
subcontract.ors.

1. fAA Sec. l18(c). Does the assistance
comply with the environmental .
procedures set forth in A.I.D.
Regulation 16? . Does the assistance
place a high priority on conservation
and sustainable management of
tropical 'forests? Specifically, does'
the assistance. to the fullest extent'

'feasible: (a)' stress the importance
of conserving and sustainably
managing forest resources: (b)
suppdrt activities which offer
employment and income alternatives to
those who otherwise would cause .. ,
destruction and loss of forests. and'
help dountries identify and implement
alternatives to colonizing forested
areas: (c) support training
programs, educational efforts, and
the establishment or strengthening of
institutions to improve forest
management; (d) help end destructive
slash-and-burn agriCUlture by
supporting stable and productive

;farming practices; (e) help conserve
forests which have not yet been
degraded by helping to increase
production on lands.already c~~ared ..

Yes

No, this project does not
include any activities
which will involve .
tropical forests.



,
or degraded·; (f) conserve forested

• Oatersheds and ~ehabilitate those
which have been de! ores ted; (g)
support training, research, and other
actions which lead to sustainable and
more environmentally sound practices
for timber harvesting. removal. and
proce~sin9: (h) support research to
expand knowledge of tropical forests

. and ~dentify.alternativeswhich will
... prevent forest destruction. loss. or

degradation; (i).conserve biological
diversity in forest area3 by
supporting efforts to identify, .
establish, and maintain a
representative network of protepted

. tropical forest ecosystems on a
worldwide basis, by making the
establishment of protected areas a
condition of support for activities
involving forest clearance or .
degradation, and by helping to
identify tropical forest ~cosystems

and species in need of protection and
establish and maintain appropriate .
protected areas ~ ( j). seek to
increase the awaren~ss of U.S.
government agencies and other donors
of the immediate and long-term value

.of tropical forests; and {k)/utilize
the resources and abilities of all
relevant U.S. government agencies?

m• FAA 5ec. 118 ( c >.i.!.1l.. I f the
assistance will support a program.or
project significantly affecting
tropical forests (inclUding projects N/A
involving the' planting of exotic
plant species), will the program or
project (a) be based upon careful
analysis of the alternatives
ava'ilable to achieve tlle best
sustainable use of the land, and
(b)/take full account of the
environmental impacts of the proposed

,activities on biological diversity?

" .



n. FAA Sec I 118 (c» (:4 ~:' ~";ll "~~:'1~;~~~~\!~":>'j~~:;0~~;r:/'~/'":" "",
.be used for (a) the procurement or . , ,'F

use of logging equipment. unless an
environmental assessment indicates NQ
that all timber harvesting operations
involved will be conducted in an
environmentally sound manner and that
the proposed activity will produce
positive economic benefits and.
sustainable forest management
systems: or (b) actions which will

,,~lgnificantly degrade nation~l parks
or similar protected areas which No
contain tropical forests, or
introduce exotic plants or animals
into such areas?

"

o. FAA Sec. 1l8(c)(lSl. Will assistance
. be used for (a) activities which

would result in the conversion of
forest' lands to th~ rearing of
livestock: (b) the construction,
upgrading, or maintenance of roadi
(inclUding temporary haul roads for
logging. or other extractive .
industries) which pass through .
relatively undegraded f6rest lands: '
(c) the colonization-of forest lands;
or (d) the construction of dams or
other water'control structures which
flood ,relatively u~~egraded forest

,lands, unless with respect to· each
such activity an environmental
assessment indicates that ih~
activity will contribute
signiricantly 4n~ directly to
improving the livelihood of the rural
poor and'will be conducted in an '
environmentally sound manner which
supports sustainable development?

The project will strengthen
the GOT capacity to rehabi
litate and maintain ~ural

roads. However, this
assistance is not related
to any specific road. This
project will improve rural
transport services, wh ich.
are critically important for
the incomes and well bein~

of the poor rural majority.
It will' especially benefit
rural farmers to expand.and
market· their produce. In
conjunction with the ,pro
gram assistance componeht,
the project will relieve
ciritical policy and insti
tutional constraints inhibi- .
ting the management of the
roads sub-sector by the GOT.

p. FY 1988 Continuing Resolution If
assistance will 'come from the
Sub-Saharan Africa DA-account, is'it
(a) to be used to help the poor
majority in Sub-Saharan Africa
through a process of long-term

~development and economic growth that
is equitable, participatory,
environmentally sustainable, and
self-reliant; (b) b~ing provi~ed in

ATAP will provide direct
assistance to the poor
rural majoirty by improvin~

the rural road network in
accordance with the
policies contained in
secti9n 102 of the FAA.

aD. ;



, ; .. ","• "p .. -.

",' ...

;,.....

"

accordance wi th the policies ':~",'"
contained in section 102 ot th@ FAA:
(c) being provided, when conistent
with the objectives ot such
assIstance, through African, United
States and other PVOs that have
demonstrated effectiveness lnthe
promotion of local grassroots
activities on behalf of long-term
development in Sub-Saharan Africa:
(d) betng used to help overcome

,shorter-term constraints to long-tera
.' development, to promote reform of

sectoral economic policies, to
6upport the critical sector
priorities of agricultural production
and natural resources. health.

.voluntary family planning services.
education, and income generating
opportunities, to bring about
appropriate sectoral restructuring of
th~ Sub-Saharan Af~ican econ6mies •. to
support reform in pUblic
administration and finances and to '
establish a favorable environment for
individual enterprise and /
self-sustairiing development~ and to
take into account, in assisted policy
reforms, the.need to protect
vulnerable groups; (e) being used to
increase agricultural production in

'ways that protect 'and re$tore the
natural resource base, especially
food productio~. to maintain and
impro've basic transportation and
communication networks, to maintain
and restore the natural resource 'base
in ways that increase agricultural
production, to improve health
conditions with special emphasis on
meeting the health needs of mothers
and children, including the
establishment of self-sustaining
primary h~alth care systems that give
priority to preventive care, to
provide increased access to voluntary
family planning services" to improve
~basic literacy and mathematics '
especially to those outside the
formal educational system and to
improve primary education, and to
develop income-generating
opportunities for" the unemployed and
underemployed in urban and rural
areas? .

This assistance will Dot
'be provided through a pvo
$ince rural road rehabili
tation and naintenance is
a legitimate function of
the Rovernment. The
program is especi?lly

, critical for ameliorating
the principal agricultural
constraint - lack 6f
trans~ort.in rural areas .
The program is designed to
overcome the principal
constra~nts in roads sub
sector -by improving 'the
administration and finan
cing for rural roads,
fncreasing the participa
tion of t~e priva~e sector
in road. maintenance and
rehabilitation, and provi
ding foreign exchang.e to
private sector transporters
to purchase spare parts, .
tires, and other transport
equipment required to
expand road transport
services.

I"
r~"
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ANNEX C

TANZANIA

PRCGRAM FOR TRANSPORT SECTOR RECCNERY

1 • 'IHE TRANSPORT SECTOR

Tanzania's land area (945,000 sq km) is the tenth largest in Sub-Saharan
Africa: economic activities are widely dispersed around the country and
transport movements over long distances are characteristic of Tanzania's
transport infrastructure. The transport sector plays a vital role in the
economy, particularly in agriculture, for internal. distribution and
marketing of food crops as well as export of cash crops such as cotton,
coffee, tea, sisal,tobacco, cashewnuts and pyrethrum. The transport
infrastructure also serves as an important corridor for the external
trade of five neighbouring land-locked countries: Zambia, Burundi,
Rwanda, Zaire and Malawi. Roads are the predaninant transport mode
overall with railways taking a major share of the important import/export
and international transit traffic.

The transport system' canpriS€s i) a road network of about 82,000 kms; ii)
two railway systems - TRe operating about 2,640 kms of track and TA~
(jointly owned by Tanzania and Zambia) with 970 km of track within
Tanzanian territory; iii) an ocean port system operated by the Tanzania
Harbours Authority (THA), centered on Dar es salaam port with smaller
ports at Tanga and Mtwara on the Indian Ocean; and iv) lake ports
operated by TRC on Lake Tanganyika, Lake Victoria and on Lake Nyasa.
Additionally, there are two international airports (Dar es Salaam and
Kilimanjaro), eleven other paved airports and over 50 unpaved air
strips. A pipe line carries crude oil from Dar es salaam to Ndola in
Zambia.

The transport sector has deteriorated over a number of years. The
condition of most rural roads in Tanzania is poor and transport to
villages is both difficult and costly. In many areas transport can be
largely restricted to the dry season. Similarly, the trunk road network
has deteriorated to such an extent that only about 40% of the network is
in good condition, severely increasing the cost qf transport and
curtailing the movement of goods. Trucking, which carries over 70% of
total domestic traffic, inclUding haulage of all agricultural produce
from the rural areas, has been allowed to deteriorate due to lack of
foreign exchange to replace the aged fleet as well as to maintain the
fleet in running condition with spare parts and tires. Inadequate
trucking volume and low operational efflciency of the parastatal trucking
fleet have prevented the trucking sector from coping with the surge in
agricultural production. The railways, which are strategically located
to carry a majority of long distance domestic traffic, are only able to
carry 30% of the goods movement in the country. The ports, with their
deteriorated berths and equipment, are unable to adequately accommodate

-~-
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the import/export traffic of the country, nor compete effectively against
other regional ports for transit traffic of· the neighbouring landlocked
countries. The deteriorated state of the transport infrastructure and the
unsatisfactory operational efficiency of the sector are stalling the
progress of the Government's Econahic Recovery Program (EPR). Given the
encouraging response of the productive sector to the Government's reform
initiatives, urgent improvements to the transport system must be made to
translate effectively the efforts of the people and renewed agricultural
growth into economic development of the country.

The Government's objective in the transport sector is to generate
Dnmediate improvements in the supply of transport services in the first
instance, followed by a more sustained growth in the capacity and the
volume of services commensurate with the expansion taking place under
ERP. The basic infrastructure (roads, rail tracks, ports) and operational
units (locomotives, wagons and trucks) a~ready exist, but in varying
degrees of disrepair. To generate immediate gains in the available
capacity, resources must be targeted towards rehabilitating and replacing
the operational units. This will need to be supplemented by
infrastructural rehabilitation, particularly roads, which require longer
lead time to improve. The policy framework must also be sharpened to
remove pricing and operational controls fram both the trucking and
railways subsectors to maximize the use of the existing and improved
operational units~ .

In the past, the Government has applied various administrative mechanisms
to improve transport operations, but results have fallen far short of the
intended outcome. The foreign exchange shortage forced the Government to
allocate essential transport inputs by an administrative system which did
not yield the expected benefits; tight fiscal bUdget resulted in
inadequate allocations for the maintenance budget causing a precipitous
deterioration of the road network; the administered tariff system for the
trucking sector resulted in lower transport supply for the publicly
regulated sectors; and the lack of timely tariff adjustments caused the
railways to operate in deficit. To counter these negative effects, the
Government has recently taken important steps to improve the situation by
providing necessary inputs, spares and eqiupment, strengthening
management, removing certain administrative controls and increasing
tariffs. However, more policy measures as well as additional resources
are required if the transport sector is to play the full role required of
it under the ERP.

The main problem remains the massive financial requirements of physical
rehabilitation and of extending rural roads to areas of high agricultural
potential. A rehabilitation and mooernization program is in progress for
the port of Dar es Salaam in order to increase its capacity and
efficiency. An emergency relief and rehabilitation program for Tanzania
Railways Corporation (TRC) is being implemented, and is scheduled for
completion in 1989; thereafter, a longer-term program of improvements is

:o~
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planned. A ten year development program is underway for the
Tanzania-Zambia Railways (TAZARA) to increase the effective capacity of
the railways to handle more traffic. Availability of trucks has improved
in the past two yearsd~e to the introduction of the own-funds import
program and donor financed import support program. But continued support
is required to maintain the required level of truck fleet and their
operations. Rehabilitation of the main roads is now getting underway, but
the financial requirements for this are substantial and much more will
need to be done over the next five years. To complete the national
transportation network, a concentrated effort must also be made to
rehabilitate rural roads where the majority of the network is in poor
condition.

2. lNTER-REGlCNAL TRANSPORr

The local movement of goods for Tanzania totaled about .7.2 million tons in
1985/86, of which trucks carry about 6.1 million tons (85% of total
traffic) and remainder by rail (TRC - 11% and TAZARA 4%). In view of the
large land. area and the location of the main productive areas in the
country, it would be logical for a higher proportion of the traffic to be

. moved by rail, particularly by·TRC (average truck haul is about 276 km).
However, this has not materialized due to the limited carrying capacity of
TRC. Many of the gocds which are on offer at TRC, e. g. fuel, cotfon and
construction materials, have not been moved due to operational bottlenecks

.in the rails system (low locomotive availability and long wagon
turn-around time) and unsatisfactory operational management.practices~

Tanzania: Domestic Traffic
( '000)

tons ton-km % tons % ton-km

Tanzania-Zambia Railways 265 220,505 4% 9%
Tanzania Railways Corp. 818 579,600 11% 23%
Truck (danestic) 6,096 1,697,469 85% 68%

7,172 2,497,574 100% 100%
---- -------- --- -----------

Source: MCW, lBRD and consultant studies, 1987.

The Government considers the current situation as undesirable. The cost
savings which the rail system can offer for long distance transport are of
strategic importance. to the country I s economic well-being. Furthermore,
same of the transport cost-sensitive commodities, such as cotton, must be
transported by rail if it is to be sold profitably on the world market.

The ongoing Emergency Recovery Program for TRC should go a long .way in
expanding the TRC operational capacity and to capture a larger share of
the long-distance market.



- 4

ANNEX C

In terms of inter-modal competition, there are no legislative or
administrative barriers regulating the competition between the two modes.
As for competition within the trucking industry, ever since the effective
deregulation of th~ inter-regional transport market, availability of
trucks in this market has significantly increased (albeit·at a higher
price due to the poor condition of the roads). Occasional problens,
however, have been experienced in obtaining transport whenever
administered rates have been applied (e.g. haulage of maize for the
Natiqnal Milling corporation). Contract rates, through competitive
bidding, has yielded much more satisfactory results and will encourage
public entities to further their use of such system. The GOT intends to
keep the current policy framework, but will further encourage the railways
through active support· of measures to increase its effective capacity to
capture a larger part of the market. This will be done through
operational improvements rather than through administrative directives.

The GOT is aware that the vehicle operating cost of trucks in Tanzania
and, in consequence, the general tariffs charged by truckers have been
somewhat higher than the charges of neighbouring countries. This is due
to the generally poor. condition of the road network in the country. Since
the high transport costs have general implications for the competitiveness
of.Tanzanian commodities abroad, as well as domestically, the Government
intends to eXpedite the trunk roads rehabilitation'program throughout the
country to bring these qosts down.

3. INTRA-REGlOOAL TRANSPORr AND MJVEMENT OF AGRICULWRAL PRODUCTS

The major shortage of transport capacity in the country is encountered in
the intra-regional market (short-distance hauls) for movement of
agricultural products. The intra-regional market is segmented into the
~ivate and the Government-regulated sectors. The main characteristics of
these two segments are:

The majority of short-distance transport is undertaken by and for the
private sector; carrying, inter alia, privately traded maize,
firewood, charcoal, basic building materials and consumer goods.
Transport is provided by traders and shop owners with their own
vehicles. The availability of trucks for this market segment has
significantly improved in the past year or so due to greater
availability of spare parts, fuel and new trucks (through the import
support and own-funds import programs). When 9000S are transported on
contract, the rates are usually negotiated or tendered.
Administratively set tariff rates do not apply to these movements.

The movement of agricultural produce is controlled mainly by the
cooperatives and marketing boards. The tariffs are administratively
set and are often significantly lower than the private market rate
(30-50\ below) requiring other forms of incentives to entice
tran~p?rterB to haUl the produce. The movement is highly seasonal,
requlrlng a large number of trucks to be mobilized in short
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concentrated period (3-4 months) of the year. This situation has
been further aggravated by the low availability and inefficiency of
the public sector operated trucking fleet. There are significant
problems in securing transport.

The problems experienced in the intra-regional movement of agricultural
commodities are caused by a combination of the following factors:

i) . In response to increased producer prices under the E"RP, publicly
marketed agricultural produce increased significantly to 500,000
tons in 1986/87. For the crop year 1986/87, cotton production
increased by 60% over the previous four year average; coffee
production increased by 27%; maize production increased by 20%; and
tobacco production increased by 17% (additional 500,000 tons of
maize was marketed through private traders).

ii) The total movement requirement 6f publicly marketed agricultural
produce is small (500,000 tons as opposed to total surface
transport movement of 7.2 million tons per annum), but due to
pan-seasonal pricing, farmers market their produce immediately
after harvest. Given the short period between the harvest and the
rainy season (3-4 months) the transport demand has a sharp peak,
requiring mobilization of over 20% of the national fleet to move
less than 7% of the annual movement.

iii) The incentive to move crops during the short period is intensified
by the shortage of proper storage facilities, i.e •. to avoid crop
losses during the rainy season:

iv) Pan-territorial pricing has contributed to a national production
pattern wherein nearly 80% of the agricultural production is
located in outer-perimeter of the country and far away (900 to
1,300 km) from the main market and export center in Dar es Salaam.
The majority of the truck fleet is based in Dar es Salaam where the
relative availability of spares, fuel and tires are significantly
better than the rest of the country:

v) Intra-regional rates for movement of Government controlled crops
(for the majority of export crops) are set by the Regional Tender
Boards, and the set rates have been far below (60-75% below) what'
would economically be required to transport the goods:

vi) Traders and shop owners own a large proportion of trucks available
in the rural areas and they are not attracted to carrying
Government controlled produce due to a) unrealistically low
tariffs; b) seasonality of demand; c) low volume of goods scattered
in a wide geographical areas; d) bad road condition: e) shortage of
spare parts and tires: and f) market regulatlon prohibiting private
trading of these produce;
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vii) Due to increase in economic activities stemming from
liberalization, there are other intra-regional activities, e.g.
haulage of, privately marketed maize, construction materials, etc,
which are more profitable;

viii) Low utilization of parastatal trucks, effectively reducing the
available capacity for intra-regional transport;

ix) Apparent shortage of appropriate size trucks for intra-regional
transport (7-10 ton capacity), reflected by the high prices being
offered for secorrl hand trucks of this type; and

x) Poor road corrlition.

The combination of these factors has discouraged many potential
transporters fram being ,active in this sector~ On the other hand, in the
privately traded intra-regional market, e.g. charcoal and maize, the
transport prices are dictated by market forces and the problem of securing
transport has notl:een as severe.

,Critical issues which need to be addressed in the intra-regional transport
market are;

Poor road condition which deter t~uckers from 'providing services;

Existing impediments to private sector participation;

Poor truck availability of public sector fleet due to poor vehicle
management and shortage of vehicle inputs (replacement vehicles,
spare parts, fuel and tire);

Apparent shortage of appropriate size vehicles for intra-regional
transport;

Ensuring continued availability of spare parts, tires, fuel and
replacement trucks;

Pan-seasonal pricing and lack of storage facilities which create
severe peaks. in marketing;

Pan-territorial pricing which encourages production without due
regard for distance from the central market and cost of transport;
and

Lack of information regarding where the demand for transport is to
enable truckers to make appropriate arrangements for backhauls.
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4. STRATEGY FOR RECOVERY 1988-1992

4.1 Trunk Roads:

The goal for the trunk roads sector is to restore the paved and gravel
road network to a level of 70% in good condition by 1992 from the current
40%. To achieve this goal, the financial allocation for rehabilitation is
to be expanded, maintenance allocation is to be restored to an adequate
level and certain institutional changes are to be made to enable to
expanded works to be carried out. Fundamental policy and institutional
recommendations embodied in the NTP are summarized below:

i) The Gar road budget will be concentrated on road maintenance and
rehabilitation with a goal of achieving 70% of the trunk paved and
gravel roads in good condition by 1992;·

ii) The Gar will insure an adequate budget will ,be allocated for road
maintenance, and will be adjusted to maintain the real value of the
budget (creation of special road maintenance supplementary fund
will be considered);

iii) In order to meet,~he expanded work load of road maintenance, use of
local contractors will be emphasized to carry out periodic
maintenance works;

iv) In order to, improve the availability of road maintenance equipment,
the IBRD is supporting the servicing and repair of all equipment be
consolidated under seven zonal workshops;

v) In order to improve the cost effectiveness of equipment use, the
IBRD is additionally supporting Plant Pools to be expanded and
attached to the zonal workshops. These Plant Pools will be
operated on a commercial basis, including, inter alia, hiring of
eqiupment to local contractors engaged in road works; and

vi) Manpower training and development will also be strengthened, with
the implernent~tion of MeW manpower development program along with
the training of RRD and fvl:W regional off ice staff.

4.1.1 Maintenance Program:

In previous years, the maintenance budget has lagged suhs'tantially behind
requirements, because of Government efforts to restrain the overall
expenditure growth, successive devaluations, and the lack of available
foreign exchange to purchase critical inputs such as' spare parts, fuel and
bitumen. Despite a 34% naminal increase in the maintenance allocation in
1987/88, the current allocation is only 64% in real terms compared to the
1986/87 allocation and only 35% of the required budget to properly
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maintain the network. The GOT is addressing the situation in the current
budget proposal. They have identified an annual allocation of TSh 806
million (U8$8.4 million) as opposed to the current level of TSh 279
million (U8$ 2.9 million) to support routine and periodic maintenance
programs. This action will be accanpanied by the following specific
measures:

i) Given the expanded workload under the proposed five-year program,
additional capacity for executing road maintenance will be
required. Based on the ongoing program to assist the local
construction industry, the Government will formulate a program to
expand the on-going use of contractors for carrying out periodic
maintenance works;

ii) Given the high foreign exchange content of road maintenance
operations, about 30-35% on average, allocations for maiFltenance
will be assessed in real terms, with quarterly reviews to replenish
loss of value. To achieve this, considerations will be given to
creation of a special road maintenance fund through a study of the
existing practice of road user charges; ,

iii) In order to eXpeditiously execute the increased maintenance
operations, the Government intends to formUlate a program to
significantly increase the availability of road maintenance
equipment and vehicles through consolidation of.workshops and
expansion of Plant Pools. This will entail a) cons01 idating the
servicing of.all road equipment and vehicles under seven zonal
workshopS, includlng equipment belonging to other road agencies
under the Ministry of Local Government and Cooperatives and the
Regional Administration; b) implementing a comprehensive equipment
rehabilitation and replacement program (technical assistance is,
about to commence); c) upgrading and equipping of zonal workshops;
d) establishing plant pools at each zonal workshops with necessary
equipment and management, and operating them on ~ commercial basis;
and 'e) ·the "hiring out of equipnent in the Plant Pools to
contractors involved in road maintenance and rehabilitation;

iv) Manpower training and development will also be strengthened.
Training requirements for MCW are quite clear but further
investigation is required to identify the needs of RRD and the MeW
regional office staff. Training of all roads staff will be
coordinated., consolidated, managed and executed by MeW and the
orientation 'of the Morogoro Training center will be revised to take

. in more students at different levels. Courses will be revised
towards more practical training with emphasis on road maintenance
management, and the existing facilities will be upgraded to meet
the new demand: and

v) Given t:he emphasis being placed on maintenance, measures will be
taken to a) ensure availability of necessary information to enable
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better plans and follo~up of maintenance effort; b) strengthen the
maintenance teams by providing them with adequately skilled
personnel and appropriate equipment; and c) ensure that maintenance
work by force account teams is properly planned whereby work plans
are commensurate with allocated resources, and outputs at any
particular period, that matches the resources dispersed.

4.1.2 CCNSTRAINTS TO WE SJB-SECIDR

principal constraints to the implementation of a satisfactory road
maintenance program on the trunk roads f.all under four broad headings.

Lack of a comprehensive maintenance program and plan for
effectively maintaining the trunk road network

Insufficient and-unqualified staff at regional and supervisory
positions.

Poor availability of equipment and lack of capacity to maintain
equipment at regional workshops.

Innsufficient funding of the recurrent budget to adequately cover
the requisite activities in the maintenance program.

Specificaly the constraints are:

1. No clear distinction of division of responsibility for
maintenance on specific road segements.

2. No established criteria for selection or prioritizing roads for
maintenance.

3. No established criteria for classification of the various types
of roads.

4. No systematically established work m~thods or procedures for
maintenance to maximize utilization of available resources

5. No quality control on materials used during maintenance
operations

6. Lack of qualified staff at all levels within "the road
maintenance organization including engineers, supervisors,
technicians, equipment operators and laborers

7. Inadequate allocation of training resources to meet the
. immediate and long term needs of the maintenance organization

/' \ ~~\
/ \'\J
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8. Lack of preventive maintenance and repairs on road maintenance
equipnent

9. Poorly managed and equiped facilities for maintenance of
equipnent

10. Inadequatelly trained mechanics and technicians for heavy plant
am equipnent

11. Inadequate recurrent budget allocation for road maintenance

4.1.• 3 Investment Program:

The current three year program (1987-1989) is only a first step towards a
full, restoration of the trunk road network. Over·the next five years, an
expanded recovery program will be considered to improve the existing trunk
roads in good condition fran the current 46% to 70% for paved roads, and
fran 37% to 7.0% for gravel roads. Rehabilitation of 295 km of the TANZAM
highway and about 800 km of gravel roads will cannence in 1988. Under the
new'five-year program, further road rehabilitation will be added.
Overall, the investment program will -be expanded to cover additional 1,640
km of roads over the next four years (TANZAM - 180 km; paved roads - 580
km; and gravel/earth roads - 850 km). Successful execution of this
program will improve the coooition of the trunk paved and gravel roads to
70% being in goOO condition by 1992. Consistent with the strategy of
recovery,- new construction and upgrading will be accorded a low priority
(unless the road dictates high economic priority) and that the Government
will concentrate its allocation of road bUdget for the purposes of
maintenance and rehabilitation.

4.2 ' Rural Roads:

The rural road network in the country is in very poor condition. In the
past, the efforts to improve the rural road network was too diffused aoo
not coordinated sufficiently to ensure proper maintenance of the network.
The institutional structure to support rural roads development was weak,
financial allocations for both rehabilitation and maintenance we're
inadequate, and coordinated effort to institutionalize proper maintenance
practices and administration fell short of the massive requirements to
develop and upkeep aoout 72,000 km of network. This has resulted in
paralysis of the agricultural and other productive activities in the rural
areas, effectively preventing the integration of fundamental economic
activities of the country with the market econany. The strategy in the
sector is to first tackle the immediate requirements of the country
through 'concentrating ,the efforts in restoring and maintaining the
critical roads required for marketing of agricultural commodities, with
particular emphasis on export crops. This effort will require significant
amount of financial cOmmitment as well as coordinated effort in
strengthening the inst,itutional structure for maintenance and management
of these roads. The furrlamental policy and institutional recanmendation
embodied in the National Transport policy (NTP) are detailed below:
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i) Responsibility for the execution of rural roads development,
rehabilitation and maintenance will be vested in MCW's Rural Roads
Division (RRD). Physical execution will be managed by r1CW' s
regional office;

ii) Planning and budgeting for rural roads will remain with the
Ministry of Local Government Cooperatives and the Regional
Administration. The budgeted programs will be contracted to MCW
for execution;

iii) Use of contractors 'will be expanded to carry out most periodic
maintenance and rehabilitation works;

iv) The planning and budgeting process will be streamlined at both the
district and regional level and an institutional structure will be

,developed in MCW to ensure proper execution of programed works;

v), servicing of all road maintenance equipment currently in possession
of various road authorities will be cons01 idated under the Zonal
Workshops of MCW:

vi) Adequate budget levels for annual maintenance of rural roads;

vii) A more coordinated practice of labour-based construction and
, maintenance methoos will be pronoted: and '

viii) A systematic strategy will be prepared for manpower development and
training. MCW will be responsible for planning and execution of
the strategy.

As part of the NTP, the Government has formulated the first phase ofa
Core Rural Roads Improvement and Maintenance Program which concentrates on
developing the parts of the network which would assure access to
agricultural areas producing export carmodities. The first phase of the
Core Rural Roads Improvement and Maintenance Program will provide adequate
maintenance on 6,000 km of essential roads in 8 regions, and rehabilitate
1,400 km of priority agricultural roads. This will be followed up by a
second phase covering 4,000 -5,000 km including other regions and
districts, of which 1,000, - 1,200 km are expected to be rehabilitated.

4.2.1 Planning and BUdgeting:

The Government is committed to continuing the current policy of
decentralized planning and budgeting process through the Local Governments
and Regional Administrations and intends to take measures to further
consolidate and streamline the present arrangement. Further consideration
is being given to strengthening the self-reliance of Local Governments to
fund their own road developnent and maintenance programs. In streamlining
the planning and budgeting process, the Government will give priority to
i) improvement of roads which satisfy socio-economic criteria; ii)
allocation of adequate resources at the local level to maintain the roads

\ \
\ <
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in satisfactory condition, and iii) developing the institutional capacity
to adequately maintai~ ~t least, all essential roads. Furthermore,
construction of new roads, except for those forming parts of development
projects, will be accorded low priority until the rehabilitation backlog
has been significantly reduced, and an adequate level of funding for
maintenance of essen~ial roads has been achieved.

4.2 .2 Investment Program:

The proposed Core Rural Roads Programs (1988/89-1991/92) will be,
"implenented in two phases, covering over 10,000 km of roads throughout the
country. The first phase will cover 24 districts, where 6,000 km of rural
roads have been identified as being immediately essential to agricultural
production (Agricultural Feeder Roads study canpleted in September 1987).
Of these roads, 1,415 km require urgent rehabilitation. The 1,415 km of
road rehabilitation in the first phase of the five~year Program will be '
undertaken over three years, 1988/89-1990/91. The estimated cost of this
program is TSh 585 mill ion (US$8. 6 mill ion). The location of the firs t
phase roads are shown on the attached maps. The second phase will add a
further 4,000-5,000 km of essential roads and rehabilitate 1,000-1,200 km
of priority agricultural roads. The list of second phase will be prepared
and evaluated by June 30, 1989 for implementation in the final two years,
1990/91-1991/92. At the end of the five-year program, at least 10,000 km
of essential roads should be receiving regular maintenance of which same
2,600 km 'NOuld have been rehabilitated. Adequate fUnds will need to be
provided to maintain.the essential rural roads through central budget

votes, supplemented by local levies for district roads. The total annual
allocation for routine maintenance operations of essential roads will be'
increased to US$175 per km in real terms to cover the 10,000 km. In
addition, the annual budget allocation to provide minimum maintenance of
the remaining 40 - 44,000 km of rural roads will need to be increased f ram
the present TSh 4,480 (US$47) per km to TSh 7,680 (US$80) per km in real
terms.

cosrs, BUD3ETS AND FINANCIOO FOR THE MAINTENANCE OF ROADS IN TANZANIA

1. Background on Rural Road Maintenance Program

A•.Objectives of the 5-year Rural Road Program

The Government" s Econanic Recovery Program emphasizes the need to
stimulate the growth of export crops and to increase the production
of food crops for whidl danestic supply falls short of demand. The
5-year rural roads program will concentrate on the need to assure
access from the key food and cash crop producing areas for purposes
of both crop evacuation to the trunk road system and railways and
for distribution of inputs to farmers. This means that resources
for rural roads will be assigned mainly to areas of high
agricultural production.
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consequently, the Government has decided to embark on a Core Rural
Roads Program which will primarily enable assured access to key
agricultural areas. The Core Rural Roads program will initially be
limited to 24 districts in eight regions, and is in addition to the
ongoing donor-funded road programs.

The Core Program will 'support adequate maintenance for essential
rural roads, as well as rehabilitation of those roads which satisfy
socia-economic criteria. This program over the long-term is
expected to encourage traders, businesses and small-scale
industries to settle in the selected areas; thus providing a
productive interaction between crop producers and commodity
manufacturers, since availability of goods is a decisive incentive
for farmers to expand production.

B. Proposed Rural Road Rehabilitation and Maintenance Pgrogram

The proposed Core Rural Roads Program will be based on the
recommendations of the Agricultural Feeder Roads StUdy completed in
september 1987. In the 24 districts selected, about 6,000 km of
rural roads were identified as being essential to agricultural
production. Of these roads, 1,415 km r~quire urgent
rehabilitation. Annex C-l summarizes by district the Core Rural
Roads Program.

The 1,415 km of road rehabilitation in the first phase of the
5-year program will be undertaken over 3 years, 1988/89-90/91. The
second phase of the program will add a further 4,000-5,000 km of
essential roads and an additional 1,000-1,200 km of road
rehabilitation. The list of second phase roads will be prepared
and evaluated by June 1989 for implementation in the final 2
years: 1990/91-91/92. At the end of the 5-year program, at least
10,000 km of essential rural roads should be receiving regular
maintenance of which sane 2,600 YAJuld be rehabilitated. The second
phase is expected to include additional districts.

The Government will provide adequate funds to maintain the
· \ essential rural roads through central budget votes, supplemented by
I local levies for district roads. The total annual allocation for

routine maintenance operations of essential roads will average us $
175 per km, totalling about US $ 1.0 million for 6,000 k~ and US
$1.8 million for 10,000 km. "

In addition, annual bUdget allocations to provide minimum
maintenance of the remaining 40-44,000 km of rural roads will be
increased fram the present us $ 66 per km to US $ 80 per km, for a
total of about US $ 3.5 million. The annual allocation for road
maintenance is not expected to exceed 6-8% of th~ recurrent
expenditures of the District and Regional Councils. About US $ 1.5
million will also be required each year in foreign exchange for
imported equipment, spare parts, materials and petroleum products.
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The first phase road rehabilitation program (1,415 km) is estimated
to cost US $ 8.6 million, averaging about US $ 6,100 Per km. All
roads selected satisfy recognized socia-economic criteria and hav~

an estimated economic rate of return (ERR) greater than 12%. The
pavement width of the rehabilitated roads will depend on traffic
levels, but will be no more than 6.0 m, ~ith 5.0 gravel carriageway.

Before the secorxl phase roads are selected, ~ will undertake an
inventory of all roads in, at least, the 24 selected districts arxl
others to be included in the second phase. Also, MCW will
urxlertake a reclassification of 'rural roads, based on criteria
agreed with POO and MLGC. In particular, greater emphasis will be
given to economic evaluations in determining design standards, with
adequate flexibility of design parameters for various road classes.

The second phase roads will be selected by District Councils and
Regional Administrations and ranked according to agreed
socio-econanic criteria under the guidance of MCW's RRD in
coordination with PMc. The second phase rehabilitation program
(1,000-1,200 km) is estimated to cast US $ 7.0-8.0 million.

Routine maintenance of rural roads will be executed by field
engineers/technicians urxler direct administrative and technical
'control of the RREs. Routine maintenance which canprises roadside
clearing, drainage cleaning, pothole patching and minor repairs to
structures is mainly labor intensive. Each field
engineer/technician will oversee supervisors or headmen, and
equipnent mechanics and operators. Road maintenance tasks will
generally be done by either hired casual labor from villages along
the road or by contracting out well defined tasks to individuals,
village chiefs or local contractors. Only a few semi-skilled
laborers will be Permanently on the district payroll~

The DREis will require only a modest amount of unsophisticated
equipment since Periodic maintenance activities, such as road
grading and supply of gravel and materials will be managed by the
RRE. The present holdings of equipnent and veh icles at both
district and regional offices vary greatly, but are often
inappropriate for the work, in poor condition, and especially
vehicles (including motorbikes and bicycles) ~re completely
inadequate to carry out road maintenance tasks.

Under the Core Rural Roads Program, technical assistance to MCW
will determine staffing levels, vehicle and equipment needs, work
procedures, and training programs for maintaining primarily, but
not exclusively, the essential roads.

The development of labor-based road maintenance techniques will be
expanded to all selected districts as well as to training of local
contractors and MCW road brigades in the selection and use of
appropriate equipment and cost effective labor/equipment mix.
About 500 km of the first phase road rehabilitation program will be
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set aside for labor-based construction both by force account and
contractors. Although most training will be carried out in the
districts, MCW's training center at Morogoro will also be equipped
and expanded to provide a focal point for conducting regular
courses, covering classroom and practical field applications.

The consultants that carried out the Agricultural Feeder Roads
Study, will prepare simple designs, specifications and tender
docmnents for the first phase road rehabilitation program. About
foor groups of roads totalling 400-500 krn will te locally tendered
as part of the Government's policy to increase participation of
domestic contractors in road regravelling and unpaved road
rehabilitation. This action will also be supported by the
technical assistance and training program for local contractors,
which is about to start under the Sixth Highway Project.

The remaining 500-600 km of road rehabilitation will be carried out
by MCW road brigades using mainly existing equipment and teams
already carrying out similar work. The work will be supervised by
the' relevant RREs.

The experience obtained in the first phase road rehabilitation
program will help determine the mix between force account and
contractor execution, and the extent and locations where
labor-based work methods are appropriate. This experience. will
help determine the appropriate methods for carrying out the second
phase work.

Summary of Financial Re~irements

The 5-year Rural Road Rehabilitation and Maintenance Program will
require significant financial assistance from the donor community,
in addition to on going programs. The estimated financing
requirement amoonts to us $ 21.4 million, in December 1987 US $
terms. Annex C-3 provides details of the financing and budgetary
requirements for 1987/88-91/92.

The present government funding for rural road maintenance,
excluding Donor-supported rural road programmes, is estimated at
US$ 4.8 million. Increased budget allocations will be required to
support adequate maintenance of essential rural roads and 10% of
the cost of road rehabilitation. The average annual government
fuming woold be aboot us $ 5.1 million equivalent over the 5-year
pericrl.

cosrs AS&X:IATED TO RURAL ROAD MAINTENANCE

Costs attributable to rural road maintenance vary greatly, from one
section of road to another depending on the condition of the road, and the
type of geologic formation traversed. NotWithstanding the above, average
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costs of maintenance per Km of road can ~ developed for estimation
p..1rposes.

Under the Agricultural Feeder Road Study, Cowi Consult has developed
average costs per KIn of road to t:e maintained. The annual cost of routine
maintenance operations of essential roads is estimated to average $ 175
per KIn. Essential roads under the Cowi consult study cover sane 600-1,000
KIn of roads fran the 50,000 KIn of rural roads to be prograrruned for
maintenance over the ,caning 5 years. The cost of maintaining the
remaining 40',000-44,000 KIn is estimated to be much lower (about US $ 80
per Km per annum) by cowi Consult. Ho~ver for reasons cited above it is
recommended that the yearly cost of maintenance for all the 50,000 Km of
rur~ roads be conservatively set at $ 175 per Km. The cost estimates in
the program are thus based on this $ 175 per Km, per year rate.

BUOOETS FOR RURAL ROAD MAINTENANCE

The first phase of the Core Rural Roads Rehabilitation and Maintenance
Program will provide adequate maintenance on 6,000 KID of essential roads
in 7 regions involving 24 districts, and rehabilitate 1,400 Km of priority
agricultural roads. The rehabilitation is estimated to cost us $ 8.6
million. This will be followed by a second phase covering 4,000-5,000 Km
in other regions and districts, and a further 1,000-1,200 Km of
rehabilitation. The estimated cost of the second phase rehabilitation
will be about US $ 7.4 million. The financial allocation to DTIplement the
tVtU phase Core Programme will total US $ 16 million over the next five
years. This will require'an increase in the annual public investment
budget of the Ministry of Local Government and Cooperatives by 2%. In
order to protect these roads from deterioration, the annual budget
allocation for mainten~nce will be increased to US $ 5-6.3 million per
annum over the next five years, an increase of 7% in the Ministry of Local
Government and Cooperatives recurrent budget, or a less than 0.7% increase
in the total Government recurrent budget.

Financing alone is not sufficient to achieve the level of recovery which
is envisaged in the program. In order to fully achieve the· objective of
the proposed investment program, the Government is considering a number of
policy arrl institutional adjustments as detailed in the NTP. Adjustments
such as market determination of the intra-regional trucking rates,
institutional changes for management of rural roads, and budgetary
commitment to allocate adequate resources for recurrent maintenance are
key considerations which need to be acted upon in order to reverse the
current trerrl.

The trunk roads program calls for an increase in the rehabilitation of
existing network fran the current level of US $ 17 million per annum (5.4%
of the total public sector investment program) to about US $ 49 million
per annum over the next five years (1987/88-91/92 - average of 15.6% of
the plblic sector investment program). The total cost of the
rehabilitation program is about US $213 million of which US $ 98 million
is already furx3.ed by external soorees and the Government. The renaining
program totals about US $ 115 million, of which US $ 26 million will be
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sourced from Government budget and US $ 89 million remalnlng to be
financed from external sources. This proposed program will need to be
reviewed against the actual financial resources availabl~ in the country
as well as the needs of the other sectors. But unless the right level of
financial resources are made available, together, with the necessary
policy changes, the country will continue to experience severe transport
bottlenecks well into the 1990s. In order to protect the roads already
in good corrlition, as well as bldget required for roads will need to
increased by over 170% fran the impact of 'this increase on the
Government's recurrent bUdget is negligible, less than 1% of the total
Government allocation for recurrent budget.

FINANCIN; FOR RURAL ROAD MAINTENANCE

The 5-year Rural Road Rehabilitation and Maintenance Programme will
require significant financial assistance from the donor community, in
addition to ongoing programmes. The estimated financing requirement
amounts to US $ 21.4 million, in December 1987 US $ terms. Annex C-2
provides details of the financing and budgetary requirements for
1987/88-91/92.

The present government funding for rural road maintenance, excluding
Donor-supported rural road programs, is estimated at US $ 4.8 million.
Increased budget allocations will be required to support adequate
maintenance of essential rural roads and 10% of the cost of road
rehabilitation. The average annual government funding would be about US
$ 5.1 million equivalent over the 5-year period.

Also, financing is required to undertake repairs of existing equipment
and procure new unsophisticated equipment for rural road maintenance.
The list of equipnent needed would be prepared by the consultants
assisting in the reorganization.

Other sources of financing is GOT revenue collected fran taxation of
fuel, tires, spare .parts; import duties; registration fees of vehicles
and road tax; and road tolls. Details on the revenues collected f rom a)
motor vehicle taxes and licenses b) transport licencing fees are shown in
Annex C-4.

Motor vehlcle taxes and licences

This type of revenue frem road users is estimated to amount to $ 7 .84
million for the 88/89 fiscal year. Road tolls, which are included in
this estimate, amount to $ 4.4 million.

Transport Licencing

Revenue from this source is estimated to be $ 0.33 million for FY 1988/89.

Import Duty Revenues i.e. fuel, tires, spares etc.

This revenue source accounts for a large portion of the total revenue
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collected from road users. Exact figures of the amount are not easily
available~ nevertheless it is widely believed that revenues on such
import items account for almost 80% and 85% of the total revenue from
road users. Hence for FY 1988/89, the revenue from imported items such
as fuel, tires and spare parts is estimated to amount to u.s. $ 32
million.

Fran the above, the total revenue fran road users ·for FY 1988/89 would
amount to $ 40 million.

On the basis of the tables attached at the end of the annex, 50% ($ 20
million) of the total revenue from road users would be enough to cover
the recurrent costs associated with maintenance of the trunk roads and
rural roads in the country for FY 1988/89. Additionally $ 20 million
would be still available for other rehabilitation work on all roads.
However in real i ty the amount of funds provided in the Gar b..ldget for
road develot:ment and maintenance is never more than 50 percent of the
revenue collected from road users. Even at this rate of allocation,
recurrent expenditures on maintenance of all trunk and rural 'roads could
easily have been covered by revenues fran road users. This is not to say
that such revenues are sufficient to cover what should be spent, but to
illustrate that revenues that should be applied to roads are usually
diverted elsewhere to other sectors.
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TAltZANIA
Road. Sector

Core Rural Roada Rehabilitation and ~int~nance Progr~

,-

Ealent!al Rural Roads (Km) First Phase Rehabilitation

Itegion Diltrict Resional Diltrict Total No. of Roadl lm

-
lager. ltaragwe 218.4 203.0 421.4 2 98.9

Bukoba 56.2 142.5 198.7 3 115.7
Hu1eba 54.0 113.7 167.7 3 35.4
Bih.ramu10 85.5 189.4 275.0 1 18.0

Hwanz. Ceita 128.4 81.0 209.4 - -
Sengerema 173.0 78.0 2S1.0 - -
lvimba 77.5 142.0 219.5 6 148.3

Shinyanga Shinyanga 125.7 359.4 486.1 5 226.2

Haswa 145.4 318.2 463.6 4 170.2
lahama 42.2 487.2 529.4 3 45.0

f'"\

lilimanjaro Hal 17.9 37.2 55.1 4 37.2
Hoshi 7.0 140.1 147.1 12 70.1
Rambo 4.5 23.3 27.8 5 14.8
Hwang~ 88.7 25.0 113.7 1 5.4
Same 541.0 38.0 579.0 - -

,

.Tanga ICorogwe 56.4 . 131.0 187.4 .. -
LUll,1loto 51.4 109.0 160.4 - -

Iring. Njombe 109.5 196.4 305.9 4 29.4
Hufindi S5.3 202.4 257.7 2 23.9

Ruvuma Hbinga 79.0 163.9 242.' 12 119.9
Songea 39.7 302.8 342.5 5 62·.8

"Hbeya Hbozi 86.7 161.2 247.9 28 164.0
lyela 15.8 61.5 77.3 4 30.2
Ileje 49.9 8.0 57.9 - -

TOTAL 3110.a 1714.1 '024.4 105 141.5.4
- ._.--- -----.- -..,........ - ............ - • .,-" .... ,. ".~ ....... t ••~.;;.,.". .•·~·'-- •..A""' ___ ...... ~ ....... : " .. L .........., ~..._j ..... _".....-.- ._----_..._-



TANZANIA
ROADS SECTOR

TENTATIVE 5-YEAR RURAL ROAD REHABILITATION AND MAINTENANCE PROGRAM 1/

ANNEX C-2

Distance (km) Estimated cost (us* thousand)

IVITY B7/BB BB/B9 B9/90 90/91 91/92 B7/BB BB/B9 B9/90 90/91 91/92

---
e program

ntenance 6,000 6,000 10,000 10,000 1,000 1,000 1,000 1,000
,abi1itation 500 500 BOO BOO 3,000 3,000 5,000 5,000

er Rural Roads

ntenance 50,000 44,000 44,000 40,000 40,000 4,BOO 3,500 3,500 3,200 3,200
lorts (equipment, sparepar,ts
and materials) 1,000 1,000 1,000 1,000 1,000
~nica1 Assistance
(20 man-years) 500 500 590 300 200

~AL (total US$46.B million) 6,300 9,000 9,000 11,300 11,200

lancing

~ Budget (total US$25.4 million) 4,BOO 4,BOO 4,BOO 5,500 5,500
lancing Gap (total US$21.4 million) 1,500 4,200 4,200 5,BOO 5,700

ongoing donor-supported rural road programs and their financing requirements
have not been included in these estimates

John M
Best Available



BUDGETARY IMPACT OF THE RECOMMENDED RECOVERY PROGRAMME

B. Rural Roads

(US$ million)

Rural Roads Investments (1986/87-91/92

86/87 87/88 88/89 89/90 90/91 91/92
Rural Roads Investments ---

* Recommended Core programme 3.0 3.0 5.0 5.0
* Ministry of Local Government

Investment Programme 1/ 22.8 '24.0 25.2 25.2 25.2 25.2

--- -~-

TOTAL MLGC INVESTMENTS 22.8 24.0 28.2 28.2 30.2 30.2
===== ===== ===== ===== ----- -----

% increase 12% 12% 21% 21%

* % increase in Government PSIP 1% 1% 2% 2%

1/ assumes MLGC investment programme to remain at US'30.2 million per annum
from 1990/91 onward.

* Core Programme Maintenance
* Other Rural Road Maintenance
* Imports (equipm't, spare parts)

TOTAL RURAL ROADS MAINTENANCE

Current MLGC Recurrent Budget 1/

Rural Roads Maintenance BUdget. (annual)

"87/88 88/89 89/90 90/91 91/92 TOTAL

1.0 1.0 1:8 1:8 5.6
4 .8 3.5 3.5 3.2 3.2 18.2
1 .. 5 1.5 1.5 1.3 1.2 7.0

6.3 6.0 6.0 6.3 6.2 30.8
===== ===== ----- ===== ----- ----_.

82.2 82.2 82.2 82.2 82.2 411vO
8% 7% 7% 8% 8% 8%

1/ assumes MLGC recurrent bUdget to remain as US482.2 million per annum
(1986/87 allocation)



VOTE 50 - MINISTRY Of FINANCE I ECONOMIC AFFAIRS AND PLANNING
(Tanzania Shillings)

A. ESTIMATE of the Revenue expected to be collected in the year ending 30th June, 1989 by the
Ministry of Finance, Economic Affairs and planning

1986/87 1987/88 1988/89 1989/90
Code Description Actual Approved Estimates Tentative
Number Collection Estimates projection

1300-Motor Vehicle Taxes and-Licences

. 1301 Motor Vehicle Licences •••••••••••••••••• 99,564,034 94,736,000 203,550,000 244,260,000
1302 Motor Vehicle Registration Tax •••••••••• 8,538,756 12,661,000 22,700,000 27,240,000
1303 Motor Vehicle Tax Transfer •••••••••••••• 38,151,439 55,277,600 40,570,000 42,590,000
1306 Motor vehicle Road Licences ••••••••••••• 58,034,319 105,575,400 126,820,000 152,180,000
1309 Road Toll Tax ••••••••••••••••••••••••••• 137,627,151 156,083,700 438,070,000 438,080,000

Total Motor Vehicle taxes and Licences ••• 341,915,699 424,333,700 831,710,000 904 ,350,000

VOTE 47 - MINISTRY OF COMMUNICATION AND WORKS

A. ESTIMATE of the Revenue expected to be collected in the'year ending 30th June, 1989 by the
Ministry of communication and Works

1986/87 1987/88 1988/89 1989/90
Code Description Ac.tua1 Approved Estimates Tentative
Number Collection Estimates projectiaa

SUB-VOTE 196-TRANSPORT LICENSING
AUTHORITY

2100-Fines, Fees, Penalties and Forfeitures

2115 Transport Licensing Fees •••••••••••••••• 17,343,850 30,125,000 203,550,000 244,260,810
2140 Recovery of public Money •••••••••••••••• 100(t) 100(t) 1001t)
2141 Recovery of Stores •••••••••••••••••••••• 100(t) 100(t) 100(t)
1306 Motor Vehicle Road Licences •••••••••••••
1309 Total Fines,Fees,penalties & Forfeitures •• 17 ,343,850 30,125,200 33,632,200 46,200,210

...





TANZANIA

Trunk Roads: Detailed Breakdown of the Financing Gap

(US$ million)

I. TRUNK ROAD INVESTMENTS

87/88 88/89 89/90 90/91 91/92 TOTAL

--" ·11.5 -• Ongoing Three year programme 11.9 23.4
• Sixth Highway project 3.6 23.1 23.7 24.2 74.6
• Recommended Addition 1/ 18.0 18.8 27.3 50.4 114.5

--- ---
15.5 52.6 42.5 51.5 50.4 212,,5

::8=:::1:::1:::1 ===== =="=== ===== ===== ===:.i~=

Total Government Investment 2/
Roads as % of Total

316.4
4.9%

316.1
16.6%

316.0
13.4%

316.0
16.3%

316.0 1,580.5
12.8% 12.8%

1/ breakdown given in below table
2/ assumes constant US,316 million per annum for Goverment

investment programme beyond 1989/90

II. BREAKDOWN OF THE RECOMMENDED ADDITIONAL REHABILITATION PROGRAMME

87/88 88/89 89/90 90/91 91/92 TOTAL:

TANZAM: Government 1.0 3.5 4.5
Donors 5.7 20.0 25.7

sub-Total --- ---6.7 23.5 30.2

PAVED: Government 0.9 100 1.0 1.0 3~9

Donors 4.8 5.6 5.6 5.6 21.6

Sub-Total 5.7 --- -6.6 6.6 6.6 25.5



II. BREAKDOWN OF THE RECOMMENDED ADDITIONAL REHABILITATION PROGRAMME

87/88 88/89 89/90 90/91 91/92 . TOTAL

GRAVEL/EART Government 1.5 1.5 1.8 2.7 7.5
Donors 1.5 6.9 8.4

--- --'sub-Total 1.5 1.5 3.3 9.6 15.9

STRUCTURES: Government 2.6 2.6 2.6 2.6 10.4
Donors 5.5 5.4 5.4 5.4 21.7

sub-Total 8.1 8.0 8.0 8.0 32el

EQUIPMENT: Donors 2.7 2.7 2.7 2.7 10.8

TOTAL: Government 5.0 5.1 6.4 9.8 26.3
Donors 13.0 13.7 20.9 40.6 88.2

--- -_.-
TOTAL 18.0 18.8 .27 .3 50.4 114.5

===== ----- ----- ----- ===== ---_ ..,

•
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ANNEX D.

INSTI'IUl'IOOAL ANALYSIS

'!be Gar has the capacity to implement am sust~n the policy
and institutional. reforms targetted by.ATMJ. The Gar's efforts
in the transport sector are clearly articulated in the National
Transport policy (NTP) doctmlent aoo· have teen described in
detail am fUlly costed out in the National Transport Recovery
program (NrRP).

'!bese refo~s are specifically aimed at increasing financial
and hunan resources, eliminating unnecessary and wasteful
duplication am employing private sector contractors to expand

local road developnent and mainterance capacity. This means

that rehabilitation am periodic maintenance of rural roads,.

including the CORE RURAL ROAD PROORAM, will te uooertaken by
the private sector, while routine maintenance will be hamled
by the pUblic sector. Uooer such an arrangement or division of
work or tasks, the limited GO!' staff resources could be

effectively used in monitoring and supervising rural road
rehabilitation am maintenance contracts as well as doing the
lighter routine maintenance works. Furthermore, the equipment
needs am requirements of the GO!' to maintain rural roads will
be fewer and easily rranageable as more and more of the private
firms uooertake road rehabilitation am maintenance contracts.
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Assuming that budgetary resources can be made available by the
GOT, the participation of the private sector contractors in
road rehabilitation will be the most important institutional
chan;e that could happen to the road sub-sector. Tanzania has
local contractors who can undertake rural road rehabilitation
am maintenance works. However, their experience' is limited

. mainly due to the fact that road work has teen a monopoly of
the pUblic sector for many years. To address this constraint
the World Bank is financing a training package for local
contractors under its Sixth Highway Project.

With the above planned contrator training program, the spare

parts am machinery available under the AEPRP am ·ATAP
program~, and with the ,proposed "opening up" of road works for
private firms, it is expected that the private sector .will be

able to re-consolidate its staff, equipnent and organization to

undertake .construction, rehabilitation am maintenance of

roads. It is worth noting that with respect to staffing

issues, the private sector, not being bourd by the low Gar

salary scales for civil servants, is in a better position to
attract and recruit staff in the open market by offering higher
salaries and better fringe benefits than the GOr. Hence the
private sector has a better chance of recruiting the few

qualified staff currently available in the country.

-
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With regard to the overall staff requirements in the ~o~d

sub-sector, both public am private sector firms considered, a

number of key actions have been planned and programmed by the

GOT and the World Bank under the Sixth Highway project. The

GO!' is carmitted to support the"ftOi Morogoro Training School.

With the help of the World Bank, between 100 aoo 140 road
inspectors and road foremen will be trained every year in this
school. Under the Sixth Highway Project, some $ 2 million is
earnarked for training about 90 enginers, road planning
officers, and other. professionals needed in the road sub-sector
to supplement the 60 civil engineers who graduate yearly from
the DAR ES ShLAAM University. Another $ 4 million has been

also budgetted uooer the Sixth Highway project for assistance

to the DAR ES ShLAAM Technical college, from where about 25 to

50 technicians for the road sub-sector will be graduating

yearly. The IDRLD BANK loan also provides f ir'lancing for road

equiI;ment rehabilitation and related T.A. A seperate technical

assistance, although focussed to trunk roads, is also being

provided under the Sixth Highway project.

To sum up, the GOT (public sector) and the private sector will

lack no manpower resources to immediately commence the co~e

Rural Road Program. The Gar training plan outlined above will

adequately address the medium term and partly the long term

human resource needs and requirements within the road

sub-sector. Further. review of the plan, as ATAP progresses,
will determine any revisions that may be necessary on

training. As is, the training plan, in conjunction with the TA
provided under ATAP for the RRD as will as the TA provided for
MeW under the Sixth Highway project, is ade~ate for the MeW to
uooertake the CORE RtmAL ROM) PRCGRAM.



ANNEX D
INSTITUTIONAL ANALYSIS

1. Background:

The Ministry of Communications and Works (~~) was formed in July 1984 by
merging the Ministry of Transport and Communications and The Ministry of
Works. MeW is thus presently responsible, either directly or through
parastatals, for all transport and communications matters in mainland
Tanzania.

The exisiting road network in Tanzania is divided into four classes of
road in accordance with Government Notice published in the Gazette on May
5th,1967. The four classes are:

Trunk roads constitute the country's principal network, providing
international, national and interregional through connections.

Local main roads are the principal connections other than trunk roads
between contiguous regions or within regions. They generally link
regional centers to the network of trunk roads, or constitute links
between trunk roads.

Regional roads are roads of regional importance which connect the
rincipal urban, agricultural or industrial centers to roads of the two
preceding classes, or directly to regional centers.

District roads serve the districts by connecting Villages and
settlements to. higher class roads.

MCW has direct responsibility for developing and maintaining the 10,000 krn
of trunk roads through its Construction and Maintenance Department (CMD) •.
Furthermore, the Mechanical and Electrical Services Department (MED)
maintains the ministry's plant, equipment and vehicles, and the Supplies
Department carries out all procurement and manages MCW's stores.

The term "rural roads" refers to all roaqs not covered by the trunk road
network. Presently, the three main classes of rural roads are: regional,
district and unclassified feeder. The upkeep of these roads are the
respective responsibility of Regional Engineers, District Engineers and
Village Governments. In addition, sane roads fall directly under the
responsibility of agricultural produce parastatals, such as tea and
coffee producers. There are an estimated 21,000 km of regional roads
under 20 Regional Administration, 14,600 km of district roads under 101
District Councils, and about 36,400 km of unclassified feeder roads. Only
a few km of rural roads are paved.

Since Independence in 1961, there have been several changes in
distribution of responsibility of rural roads on mainland Tanzania.
District roads have usually continued under district authorities, but the
responsibility for regional roads and regional workshops have oscillated
Petween the central ministry and regional administrations. Since 1985,
the newly created .Ministry of Local Goverrunent and Cooperatives (MLGC)
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became responsible for fUnding of district roads, although District
Councils can also directly raise funds. MLGC is represented at the
regional level by a Regional Local Government Officer. The' Prime Minister
Officer (PMC) coordinates development planning of rural roads in the 20
Regions through a'Regional Caranissioner: funding is provided under POO' s
bldget.

2. staff and Management of Road Maintenance:

The OCW is organized into a number of departments, each headed by a
Ccmnissioner or Di.rec.tor. At the regional level r£W is represented by
regional Resident Engineers who are in charge of Trunk Road Maintenance
(TRM). The organizational chart of the three most relevent road
departments is shown in Figu're 1.

The Prime Minister's Office (PMO) is involved in the road sector through
the regional administration headed by the Regional Carmissioner (RC). The
RC is appointed by the ~~sident and has the status of Cabinet Minister.
The Regional Development Director (ROD) is the chi€f executive officer in
charge of all functional officers a't the regional level. A Regional
Engineer (RE) is seconded to the regional administration from the 11:W.
They have little contact with the MCW or the Resident Engineer aS$igned to
TRM. Within the region, the RE is responsible for roads, buildings and
other public works projects as directed by the ROD. The structure of the
Prime Minister's Office is shown in Figure 2.

The Ministry of LOcal Government and cooperatives (MLGC) is defining its
organization and roles.' It has loosely modeled its' relationship with the
district and District Councils (DC) on the POO's example. One major
distinction is that the Des are local governments and can raise revenues
for themselves. The central government is represented at district level
through the District .carmissioner and the District Administrative Officer
(DAO). The District Ccmmissioner also chairs a District Developnent
C<mnittee (DOC), an advisory body to the oc. The District Executive
Director (OED) is responsible directly to the DC and is the accounting
officer. The District Engineer (DE) is also an employee of the De and is
administratively controled by the DED. Mast of the DEs are technicians
instead of qualified engineers. The organizational chart for theMU;C is
shown in Figure 3.

The relationshipsbetween·the relevant rural road organizations at the
regional, district and MCW levels is shown in Figure 4.

MeW has the requisite organization to manage all aspects of road
infrastructure and equipnent maintenance; about 90% of the 2,950
authorized positions of engineers, technicians, mechanics, supplies
officers, and accountants are filled. However, t-t:W da.1bled the number of
professional staff within its establishment during the past year.
Consequently, r-K:W has insufficient trained and eXPerienced staff to both

i...
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program, execute and monitor trunk road maintenance. The on-going
concentrated effort to increase the number of professionals through
fellowships for graduate courses in India, and to increase the output of
technicians from the Dar es salaam Technical College, will eventually
assist in filling 'many training requirements. Although, considering the
present low number of, professionals and technicians graduating each year
from Tanzanian institutions', as ~ll as the extremely low government
salary scales (US$35-55 per month), it is inconceivable that MCW will be
able, in the foreseeable future, to satisfactorily maintain by force
account all the trunk roads, as well as to increase its participation in
rural road developnent and maintenance. I t should be noted that the
Gar ,recently proposed an increased salary scale for "rare professions"
which includes engineers. This should make the profession more attractive
and help fill the manpower, gap in the medium term.

proposed Reorganization of Rural Road Administration

The linkages and cOordination among MCW headquarters (inclUding Resident
Engineers and District Engineers) are almost non-existent. Under the
present arrangements~ it has proven difficult to provide a uniform focus
on systematically developing and maintaining rural roads. Furthermore,
engineers/technicians at district and regional levels do not effectively
participate in the planning stages. Consequently, realistic road
development and maintenance programs and their cost estimates are seldomly
prepared.

The World Bank (IBRD),under its 6th Highway Project, has promoted the
reorganization of the road subsector sO that technical and coordinating
responsibilities for the developnent and maintenance of roads will be
under the MeW. The draft National Transport policy has incorporated the
concept as necessary to meet the objectives of the sector. The Prime
Minister's Office has approved the consolidation and has directed further
analysis be carried out to itemize the overall implications. This is ,
currently in progress with a preliminary report due by Septeneber 1988.

The present organizational chart showing lines of communication was
discussed previously. Rural road planning and preparation of cost
estimates are presently instigated at district level, coordinated at
regional level and b.ldgeted under POO or MLGC votes. The present
bottom-up planning system will be strengthened and the review process
rationalized along the lines irrlic~ted in Figure 5.

For rural road developnent and rehabilitation programs, PM) and MLGC, at
headquarters and in the regions, are to strengthen their capacity to
prepare and rank projects according to socio-economic criteria. Moreover,
the execution of agreed projects will be made more effective through
better definition of functions and responsibilities at different levels of
the three goverrunent agencies: POO, MLGC and r-x::w.

Execution of rural road maintenance, rehabilitation and development
projects will be managed by MeW's regional offices. This will require
significant re-orientation of OCW's regional organization and increased
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staffing levels. Procedures will have to be worked out between the
regional offices and MCW headquarters. The main orientation of the
required reorganization of MCW will be to delegate executive
responsibility to its regional offices, as presently done for trunk roads
through the Resident Engineers, for implementation of all road programs.
At headquarters MeW through a separate rural roads division (RRO) will
provide technical support in the planning and execution stages, and will
monitor progress. Headquarters staff will comprise a small group of
engineers, technicians and accounts officers. In the planning stages,
MeW's Planning and Research Department will assist in reviewing
socia-economic justifications of road rehabilitation and development
projects. Figure 6 outlines the proposed organizational arrangements
among ~, PM)· and MLGC.

A Rural Roads Engineer (RRE) in each regional office will have the overall
responsibility for executing agreed programs, and for coordination with
MCW headquarters. In particular, the RREs will provide technical and
costing advice in the regional and district planning and budgeting
process. The RRE will have the authority to contract out and supervise
road rehabilitation, regravelling and reshaping works, and will allocate
equipnent for force account routine maintenance operations and road
brigades through arrangements with the regional workshops. Contractors
will be given every opportunity to tender for road works, renting
equipnent as needed fran Plant Pools. Because of the present limited
capacity of the local construction industry, ~ road brigades will also
be used to undertake rural road- rehabilitation, regravelling and
reshaping. The number of these brigades will depend on the size of the
agreed annual programs, as well as the expected participation of local
contractors.

In order to manage the road networks more effectively in the future,
MCW staff will concentrate on planning, supervision and monitoring of road
maintenance activities and, in step with the developing capacity of the
local construction industry, will contract out most of the non-routine
tasks, such as paved road res~aling, unpaved road regravelling and'
reshaping, structures and major equipment repairs. Major road
construction, upgrading and rehabilitation is expected to be undertaken by
international contractors for sane time to come.

Although data available is incomplete, there appears to be only 20-25
engineers and about 180 technicians presently on RE and DE staffing lists;
few districts have a qualified engineer. Consequently, for rural road
maintenance planning, execution and monitoring to be carried out
effectively, engineers/technicians will be regularly assigned to the
districts and regions as part of their career development within MeW.
Because of the present shortages of engineers/technicians in Tanzania,
same posts may have to be filled by NGO volunteers or individuals provided
from bilateral sources.

Because of staffing constraints and lack of experience of recent
graduates, MCW will further boost its training programs at its Morogoro
Training Center, with greater concentration on practical courses and more

....
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emphasis on management of road maintenance activities. The functions of
the various levels within MeW's organization will be reviewed and the
number of staff positions consolidated to reflect the ministry's limited
role in force account activities, and greater emphasis in road maintenance
planning, supervision and monitoring.

Force account routine road maintenance operations will be carried out by
field engineers/technicians under the RRE. They will be given trye
necessary autonany to undertake their agreed programs, and. will be the
first-line contact with the DEs and Village Governments. They will also
be able to undertake petty contracts with individuals and village
goverr-unent for execution of labor-iritensive tasks. priority in ,
establishing the above procedures for executing rural road programs will
be given to the regions and districts participating in the Core Rural
Roads Programs.

3• Plant and Equ ipment:

The plant and equipnent currently assigned to the MCW, Pro and DC's is the
subject of an ongoing study. The result will be a detailed analysis of
the fleet size, distribution, composition and availability. Estimates of
fleet size, composition and availability from previous studies are shown
in Table 1.

The road construction-and maintenance equipment with MCW currently numbers
616 pieces of heavy equipment and 426 dump trucks, transport trucks and
light vehicles. Total availability of the fleet is 43%. However, when
the heavy equipment is considered separately the availability is
noticeably lower at 36%. This indicates that only one out of three pieces
of heavy equipment is·in a repaired state and capable of working on the
road. The equipnent assigned to the district and regional level is
considerably less in number and only marginally mOre available for work
(67%). Although the exact number of equipnent is unknown due to
breakdowns in reporting, it is evident that the total number is
considerably less tnan that required to acamplish the maintenance program.

All plant and equipment assigned to MCW is nominally attached to a
Regional Workshop. Regional workshops cane under r-t:W, but in practice the
REs and MeW's Resident Engineers, who are responsible for trunk and road
maintenance, run separate workshops and ·equipnent. District Engineers
manage their own fleet. - The organization of the workshops, at all levels,
is disoriented with generally poor mechanical services and an abundance of
broken down equipment. Even MCW's central workshop at Morogoro is poorly
equipped and inefective as'K:W's principal provider of mechanical services.

The Sixth Highway Project is assisting in improving workshop practices by
concentrating major repair work at seven zonal workshops. Also, where
practical, repair work will be contracted to established private garages.
Further efforts will be required to consolidate workshops throughout the
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country and to bring all servlclng of road plant, equipment and vehicles
under MED, including units presently managed by the Regional and District
Engineers.

In the future, MCW force account will concentrate on routine maintenance
tasks, regravelling and reshaping of unpaved roads, and same resealing of
paved roads. Consequently, MCW r5 equiI;ment holdings will be cons01 idated
to essential needs, and repair activities will be organized around the
seven zonal workshops in order to provide more efficient services.
On-site servicing would be limited to preventive maintenance and minor
repairs under the control of Regional Workshops.

MCW will assist contractors by increasing the number of Plant Pools
throughout the country, which will hire out equipnent. Furthermore, M:W
in its program to consolidate the organization of workshops based on·the
seven zonal workshops will also contract out repair work wherever possible
to established private garages. The Plant pools will be attached to zonal
workshops and will be operated on a canmercial basis. The most suitable
arrangements will be recommended by workshop consultants currently engaged'
under the IBRD 6th Highway Project.

4. Road Maintenance Budget:

Insufficient funding of road maintenance since the early 1970s has caused
continuous deterioration of the trunk road networks. Less than half of
the paved roads and only one quarter of the unpaved roads are presently in
gcod condition. Although budget levels were increased in the. early 19803,
recent sharp devaluations of the Tanzania 5hilling have caused the
allocations for road maintenance activities to drop in FY87/88 to about
35% of.an adequate level.

Recurrent and develotmtent expenditures for rural roads in FY86/87 are
estimated to have been U5$9.3 million. However, only U5$3.5 million
($66/km) was allocated to routine maintenance (including salaries), about
78% of the remainder covered road programs supported by donor agencies in
a few regions. The low level of rural road funding, which has persisted
over several years, has resulted in a general deterioration of the .
networks throughout the country." Furthermore, considering the overall
FY86/87 budget allocations in the regions, only 7% of the PMO recurrent.
budget and 22% of the development budget were allocated to regional
roads. Also, MWC' s FY86/87 budget for Dist'rict Councils, plus local
revenues, amounts to no more than 3% of its overall recurrent expenditures
and about 14% of its overall development expenditures.

About U5$4.6 million appears to have been allocated in the FY87/88 budget
for routine and periodic maintenance, and a further U5$2·.8 million for
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TABLE 1 - Equipnent Fleet Surrnnary

Plant Type working Not Total
Cond. Working

ftOl Equipnent
Bulldozers 39 94 133
Graders 72 146 218
Wheel Loaders 24 55 79
Track Loaders 6 9 15
Canpactors .37 25 62
Agr. Tractors 36 42 78
Bittunen Dist. 2 11 13
ScraPers 5 6 11
Excavators 1 1 2
canpressors 1 4 5

SUbtotal 223 393 616
(36%) (64%)

Dump trucks 107 61 168
Transport trucks 12 12 24
LDVs 12 6 18

SUbtotal 131 79 210
(62%) (38%)

TOl'AL 354 472 426
(43%) (57%)

Region! and District Equipnent
Bulldozers 8 5 13
Graders 24 20 44
Loaders 8 3 11
Tractors 18 18

SUbtotal 58 28 86
(67%) (33%)

Dump Trucks 55 25 80

SUbtotal 55 25 80
(69%) (31%)

TOl'AL 113 53 166
(68%) (32%)
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rehabilitation of roads and structures. However, these figures are only
approximate because the presentation of approved road maintenance work
programs does not correspond to budget allocations. This matter will be
addressed in future budget preparations, where budget allocations will be
matched with realistic work programs.

The present condition of rural roads, except the few covered by
donor-assisted programs, can only be descrited as poor. This is not
surprising considering the low priority given in the past to the road
vote. However, with about 50,000 km of rural roads (regional, district
and about half the feeder roads) which should be maintained, the annual
amounts required to bring all the roads to acceptable condition and to
maintain them adequately are well beyond the short-term financial capacity
and technical capability of the Gar. Consequently, priority will have to
be given to maintenance of essential ro~ds while rehabilitation projects
will be contracted to private sector firms.

The Government is committed to provide adequate funds to maintain the
essential rural 'roads through central budget votes, supplemented by local
,levies for district roads. The total annual allocation for routine
maintenance operations of essential roads will average U8$175 per km,
totalling about U8$1.0 million for 6,000 km and U8$1.8 million for 10,000
krn.

In addition,. annual budget allocations to provide minimum maintenance of
the remaining 40-44,000 km of rural roads will be increased from the
present U8$66 per km to U8$80 per km, for a total of about U8$3.5
million. The annual ,allocation for road maintenance is not expected to
exceed 6-8% of the recurrent expenditures of the District and Regional
Councils. About U5$l.O million will also be required each year in foreign
exchange for imported equipment, spare parts, materials and petroleum
prooucts.

The first phase road rehabilitation program (1,415 km) is estimated to
cost U8$8. 6 million, averaging about U8$6, 100 per km. All roads selected
satisfy recognized socia-economic criteria and have an estimated economic
rate of return (ERR) 'greater than 12%. The pavement width of the
rehabilitated roads will depend on traffic levels, but will be no more
than 6.0 m, with 5.0 m gravel carriageway.

5 • Road Maintenance Programs:

5.1. Trunk Road Rehabilitation and Maintenance Program:

The proposed Trunk Road Rehabilitation and Maintenance Program will
complement and expand activities financed under the ongoing 8ixth Highway
Project and the road rehabilitation projects supported by various donor
agencies. Particular emphasis will be given to rehabil itating paved and
gravel roads and in instituting regular periodic maintenance such as
resealing and regravelling.
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Although the program covers as-year period, little work will begin before
the second year (FY88/89) when the rehabilitation works along Tanzam
highway and high priority gravel roads should commence under the Sixth
Highway project. consequently, over the four remaining years, the program
includes rehabilitation of 480 km (48%) of the Tanzam highway, 580 km
(25%) of other Paved roads, and 1,6S0 (25%) of gravel and earth roads; the
latter will be upgraded to gravel standard. The total cost of trunk road
rehabilitation is about US$142 million.

The 5-year program will also 'include rehabilitation of bridges and
culverts, which are increasingly causing traffic bottlenecks, and will
canplete the camps and facilities needed for rcw to manage road
maintenance activities. Easily erected bridge units will also be procured
to cope with emergencies. By 1992, all structural work should be
substantially canpleted, costing about US$37 million. The IBRD will be
,conducting an appraisal 'mission during August-November to continue support
to this sector under an Integrated Road Developnent program.

5.2. Rural Road Rehabilitation and Maintenance. Program:

The 'Government's Econanic Recovery Program emphasizes the need to
stimulate the growch of export crops and to increase the production of
food crops for which dallestic supply falls short of demand. The 5-year
rural roads program concentrates on the need to assure access fram the key
food and cash crop producing areas to the trunk road system and railways,
for purposes of both crop evacuation and distribution of inputs to
farmers., This means that resources for rural roads will. be assigned
mainly to areas of high agricultural production.

consequently, the Government has decided to embark on a Core Rural. Roads
Program which will primarily enable assured access to key agricultural
areas. The Core Rural Roads Program will initially be limited to 24
districts in eight regions, and is in addition to the ongoing donor-funded
road programs.

The Core Program will support adequate maintenance for essential rural
roads, as well as rehabilitation of those roads which satisfy
soci<>-econanic criteria. This program over the long-term is expected to
encourage traders, businesses and small-scale industries
to settle in the selected areas; thus providing a productive interaction
between crop producers and ccmncrlity manufacturers, since availability of
goods is a decisive incentive for farmers to expand production.

The proposed Core Rural Roads Program will be based on the recamnendations
of the Agricultural Feeder Roads Study canpleted in september 1987. In
the' 24 districts selected, about 6,000 km of rural roads were identified
as being essential to agricultural proouction. Table 2 surrmarizes by
district the Core Rural Roads Program.

The 1,415 km of road rehabilitation in the first phase of the 5 year
program will be unqertaken over 3 years, 1988/89-90/91. The second phase

......... -:
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of the program will add a further 4,000-5,000 km of essential roads and an
additional 1,000-1,200 km of road rehabilitation. The list of second
phase roads will be prepared and evaluated by June 1989 for implementation
in the final 2 years: 1990/91-91/92. At the end of the 5-year program,
at least 10,000 km of essential rural roads should be receiving regular
maintenance of which sane 2,600 would be rehabilitated. The second phase
is expected to include additional districts.

The second phase roads will be selected by District Councils and Regional
Administrations and ranked according to agreed socia-economic criteria
under the guidance of MCW's RRD in coordination with Pt-D. The second
phase rehabilitation program (l,000-1,200 Km) is estimated to cost U8$7.0
- 8.0 million. .

6. Private sector Construction Contractors:

There are currently 853 registered local construction contractors in
Tanzania classified as follows:

Class

1
2
3
4

'5
6
7

Per Contract Capacity
(US$)

above 1,200,000
750,000 - 1,200,000
400,000 - 750,000
250,000 - 400,000
100,000 - 250,000
50,000 - 100,000

below 50,000

Nwnl:er

36
21
57
92
93
147
407

Most of these local contractors engage exclusively in building
construction. Only a few do any road works. The reasons for this lack of
participation in the road sector is historical.

Prior to independence in 1961, Tanzania had only two paved trunk roads
totalling less than 250 miles. The then Public Works DePartment could
construct and maintain the country's road network at relatively low cost
with minimal equipnent usage and a large supply of cheap labor. It had a
small, but well organized, staff whose work was primarily administrative
and supervisory. Traffic volumes were low and roads deteriorated at a
much slower pace.

After independence, the Gar embarked on an up-grading scheme to improve
th~ staooard of the. trunk roads. This was done primarily through donor
financing and was carraied out by international construction firms on a
turn-key basis. Same of these international finns established offices in
Tanzania and were, therefore, available for further road works contracts,
again mostly donor financed. This effectively cut the small, developing,
indegenous contracting firms out of the road works market who then focused
on the expanding building industry.
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The Mwananchi Engineering and Construction Company, MECCa, was started by
a long time Greek resident in Tanzania in the late 1940's. With the road'
"Boan" after indepeooence, MEcca expanded rapidly and took in additional
local partners. After the Arusha Declaration of 1967, the majority shares
of MEcca ~re purchased by the Gar. It eventually became a full
parastatal organization in 1974. It has held an advantage in receiving
contracts form the Gar since that time. However, in 1974 the canpany
boardered on bankruptcy. Tooay it continues to have cashflow problens
highlighted by its nonparticipation in the ongoing U~ID cash transfer for
spare parts am equipnent. An IBRD study recently indicated that ME~CO

required approximately US$734,000 to rehabilitate the equipment fleet to
remain canpetative. To what extent MECCO, the only p..1blic sector road
contractor, will participate in the up coming road contracts is unknown.

There are, however, a number of smaller private firms identif ied which are
well managed, financially solv~nt, and capable of carrying out road
rehabilitation contracts. The IBRD study identified 12 firms, including
MECCO, that are capable of undertaking major road rehabilitation
contracts. If their existing equipment ~re rehabilitated and serviced at
a collective cost of US$3.0 million, they could undertake the regravelling
of 1245 kilometers per year (refer to Table 3 and 4).

This raises two interesting points. First, the required foreign exchange
to bring their entire fleet to full capacity is well within the U8$6.0
million of the first tranche of the AEPRP. secondly, with the capacity to
regravel 1245 kilometers of road Per year, these 12 contractors have more
than sufficient capacity to undertake .the 640 kilometers identified for
contract work in the Agricultural Feeder Road study. These contractors
are also identified for further contracts to rehabilitate the trunk road
system"but excess capacity exists to be utilized during the five ·year
road rehabilitation program.

The IBRD consultant also identified 17 private contractors who could
undertake smaller projects, possibly using labor based techniques, on the
district and feeder road system (refer to Table 5). They are based in
t~lve locations throughout the country. Their total equipnent
replacement and rehabilitation requirements are U5$1.5 million, averaging
about U8$88,000 per company. All of the contractors ~uld be capable of
contracting the roads for the RRD.



FIGURE 1

The Road-relevant Departments of Mew

(Source: Agricultural Feeder Road Ctudy
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FIGURE 2

PMO's Regional Administration Branch

(Source: AFRS, M:W March 1988)
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'Local Govern.
Service Cms.

Ministry of Local Government and Cooperatives

(Source: AFRS, M:W March 1988)
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Road-relevant Bodies at Regional and District Level

(Source: AFRS, M:W March 1988)
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Planning and Budgeting for Rural Roads Maintenance

Function

(Source: AFRS, to] March 1988)

Body and Key Officers

Financial assessment of National
Rural Roads Maintenance Plan. Pre
paration of annual estimates of
recurrent expenditure

Review of regional maintenance plans.
Adjustment of budgets to individual
regions and to the different road
categories and priorities

Preparation of cost estimates for
regional roads. Compilation of all
estimates in an annual, Regional
Rural'Roads Maintenance Plan

Review of DC requests and cost esti
mates. Discussi6nwith DE on regional
priorities

Decision to request for new roads to
be gazetted and for changes in the
maintenance priorities among district
roads

~

Review of district road network. Pre
paration of cost estimates for prio
rity roads among major and minor
district roads

MFEAP-Treasury
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RE
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Regional Management Team, Roads
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TABLE 2

TANZANIA
Roads Sector

Core Rural Roads Rehabilitation and Maintenance Progr~

(Source: AFRS , M:W March] 988)

Essential Rural Roads (1{m) First Phase Rehabilitation

Region Dis~rict Regional District Total No. of Roads Km

KAgera Karagwe 218.4 203.0 421.4 2 98.9
Bukoba 56.2 142.5 198.7 3 115.7
Huleba 54.0 113.7 167.7 3 35.4
Biharamu10 85.6 189.4 275.0 1 18.0

Hwanza Geita 128.4 81.0 209.4' - -
Sengerema 173.0 78.0 251.0 - -
Kwimba 77.5 142.0 219~5 6 148.3

Shinyanga Shinyanga 126.7 359.4 486.1 6 226.2
Haswa 145.4 318.2 463.6 4 170.2
Kahama 42.2 487.2 . 529.4 3 45.0

r-

ltilimanjaro Hai 17.9 37.2 55.1 4 37.2
Hoshi 7.0 140.1 147.1 12 70.1
Rambo 4 • .5 23.3 27.8 .5 14.8
Hwanga 88.7 25.0 113.7 1 5.4
Same 541.0 38.0 579.0 - -

,

,Tanga lorogwe 56.4 131.0 187.4 .. -
Lu'!hoto 51.4 109.0 160.4 - -

Iringa Njombe 109.5 196.4 305.9 4 29.4
Hufindi 55.3 202.4 257.7 2 23.9

Ruvuma Hbinga 79.0 163.9 242.~ 12 119.9
Songe. 39.7 302.8 342.5 5 62.8

Hbeya Mboz! 86.7 161.2 247.9 28 164.0
lyela 15.8 61.5 77.3 4· 30.2
Ileje 49.9 8.0 57.9 - -

TOTAL 2310.2 3714.2 6024.4 105 1415.4

..



TABLE 3

lo:1::;r OF COl1l'RA.CJ.rORS srrCTiTIT1IJ THE ANOURT OF RmRAVELLI11G

AIID RESEALDm OF ROADS THAT CAN BE mIlE AlUTUALLY

(Source: IBRD Report, R.K. Singh 6/] 9/88)

SIf. liM·trn AND ADDRESS OF
COlfilRAcn'OR

1. }.mCCO,
P.O. 13CII 720,

DAR ES SALAAM

2. J .If. LADiA.
P.O. :BOX 20200
DAR ES SALAAM

3- UN'ICO
1'P.O.:BOX 2357
DAR ES SALAMI

4. :BECCO
P.O. BOX 1698,
DAR ES SALAAM

5. :BUllJ)ERS (V.M. CHAVDA)
P.o. lJOX 381,
DAR ES SALA./JIt

6. MILO COHSTRUCTlorr CO.
P.o. BOX 5853,
DAR ES SALAAM

7• JAlIDU PLmlBERS
P.O. :BOX 407,
ARt1snA.

8. ~llLKHA SIlrou J AlfAL snroH·
P.O. BOX 68,
ARUSHA.

9. J. s. lOWmHAlTA
P.O. BOX 65,
l«)SH!

10. PEn~ CO.
P.O. :BOX 41,
MaSH!

REXJRAVELLIEtI IN
KM..

100 Ion

100' laD

100

100

100 .

50

25

50

120

100

RESEALIml m
101

100

80

100

100

50

NIL

1ITL

un.

50

80

11.

12.

TAJ 1-IOHAMEID
P.O. BOX 204,
I,JOROGORO

nYAJ.1ZA RO.AD HO~S

P.O. BOX 1273,
MtlAnZA.

TOT.AI,

100

300

1245

"

11IL

100

680



TABLE. 4
LIST OF CONl'RACTORS, c.I.F • VALUE, TYPE OF mlJIPMEm'S

(Source: IBRD Rep:>rt, R.K. Singh 6/19/88

S/HO. llAlIE AIm ADD~S OF THE e.I.F. VALUE OF COST ffii1 FAS'l' COST OF SP~ TCYl'AL m TYPE OF EQUIPI.ool

COi1TnAC'.OOR EQUIPJ.mrrn' TO :BE IlUV ING SPARE HEffA"BI!J1'.l'ATIOH OF U.S. roLLAR
PURClIASED. FOR 3 TO 5 YEARS E'C[SI'rnG

U.B. IXJLLAR IN U.S.lXJLLAR EQUIP1.fENT U. S. D.

1. :mcco,
DOX 720,

148;600/- . 743,000/- 891,600/-DAR ES SALAAlf -
2. J .ll. LAIIlA Tipper - 4HDS.

:BOX 20200,
298,000/- 75,000/- 150 ,000/- 523,000/. Truck - 2

DATI ES SALWI Pick-up -3
W/ahp equipment - .

3- mrrco Tipper - 6 - 10 Tor
DOX 2357,
DAR ES SALAAJ~ 568,000/- 167,600/a 270,000/- 1,005,600/- Lorry - 2 _- 10 Tor.

4. :BECCO, Tipper - 10 -10 To~

EOX 1698,
DAB ES SALWt 1,540,OOO/a 328,400/- 102,100/- 1,970,500/-

wheel loader -1
Excavator - 1
mobile U/ahop-1

5. E~(V.M.) CHA~A) Tipper - 6 - 1C1rons
DOX 381,

1,265,000/-= 313,000/- 300,000/a 1,878,000/-
grader- 2

DAR ES SALAAJ·I Bulldozer-1
. "

Uheel loader -1
Loli loader -1
Roller - 1

6. I·ITLO COlISTHUCTIOU
:BOX 5853,

723",OOO/a 150,600/-=- 50,000/- 923,600/-
Tipper - 5 -1OTons

DAR ES SALW·I.
Grader - 1
Bulldozer -1
Roller - 2
Water Bower -1

7. J AlIDU PLmmERS, Tipper - 5 - Tr0ns
BOX 407,

378,000/- 115,600/- 200,000/- 693,600/-
Orad.er - 1

ARUSHA. Rheal loader -1
.--
J'.. Uatar Bowser -1
~ '.- ~,

,
~

» y



TABLE 4 (Cant.)

B. l·dIXHA smm JAllAL smm, Tipper - 4 -7Tans.
EOX68, Grader - 1
A.Rt.JSHA. 380,000/- 96,000/- 100,000/- 576,000/- Boller - 1

:. :Bulldozer - 1

9. J. S. XlWmHAITA, Tipper - 6 - 10 Tor
:BOX 65,

560,OOO/a 166,000/- 270,0CIJ/.
Lorry - 2

~K>SHI 996,000/- 10 Tons.

10. PEfllI'OLD CO. Tipper - 6'
BOX 41,
~ 310,OOO/g 124,000/- 250,000/- 144,000/. 1Ton.

lfheel 'loader - 1
Dulldozer: - 1

11. TAJ }·DHAI;JED
Tipper - 10nox 204, I

lOOOGORO 848,000/- 219,600/- 250,000/- 1~311,600/-
1 Tons.
Grader -1
Shovel - 2
Roller - 2
'Hater Bouser - 2

12. llYAHZA IDAD lfOmcs, Tipper - 10
BOX 1213, , 7 Tons
lUAJ1ZA.. 763,000/- 206,600/- 270 ,000/71: 1,239,600/- Excavator - 1

Roller - 1
Land Rover
4 lmeel dxive- 1

7,693,000/- 2,111,000/- 2,955,100/- 12,159,100/-
a_=aaam=-=a=a=.~~a_____~_a~____a ___________g~===-==-~___~a.~



'I7\BLE 5

LIS!' OF CONrRACTORS WHO CAN UNllEffiiAXE LABOUR BASED F'EEtDER

ROADS REHABILITATION WORKS
(S:Jurce: IBRD Rel;X)rt, R.K. Sin~'h 6/19/88

1. Lyamuya Construction Company
P.O. Box 1027,
MaSHI.

2. Central Engineering Works
P.O. Box 423,
IX)OOIttA..

3. SIBA Construction Company,
P.O. ~ox 180,

, tiACBImWEA.
4. M.S. SINANI Comp~

P.O. Box 94,
MI'WARA..

5. )(AJMSOHS Construction COmpSZ17
P.o. Box 400,
MUSOMA..

5. Timber' and Furniture store Ltd.
P.O. ~ox 1812,
JnlAEZA. also for ~UKOBA AREA.

7. V.J. Mistry CompEU\Y,
P.O. ~Q% 1007,
:BUKOBA

8. Conorete structure Building Contractors
P.O. Box 1462,
MBEYA.

9. Lyatuu Construction Company,
P.O. Box 390,
8mnr.A1roA

10. Kambale K. Lungira Building Contractor
P.O. Box 143,
8UMBAliANGA.

11. NONDHA Construction Company,
P. O. 130% 115,
poor.a.

12.

14.

16.

17.

HEK Builders,
P.O. Box 1754,
TAmA.
Pioneer Building Construction Comp~

P.O. :BO% 20203,
DAR ES SALAAM
Southern Enterprises,
P.O. ~ox 9404,
DAR ES SALA.AM.
RGllable Construction Company
P.O. ~ox 1023,
DAR ES SALAAl,t. 4lso '£or SHIllYAmlA AREA.

Da11'P' SinF.;rh
P.O. Box 550,
I·iBEYA.

P~lo Katoto Building Contractor,
P.O. :Sox 9693, .
DAR ES SALA.AJ·!. also for Y·iilAJmA AREA.
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BODGIT TABLE. 1 .
AGRICULTURAL TRANSPORT ASSISTANCE PROGRAM (AfAP)

U.S. DOLLARS (OOO·s)

.
ANNEX E.

-----------
DESCRIPTION YR 1 YR2 YR 3 YR 4 . YR 5 TOTAL

----------
1. SKCTOH ASSISTANCI COBPONIHT 5,200 0 0

&. - -

0 5,200
(CIP)

-------- ----
L________________________

(

2. TA AND TRAINING COnpOHKMT

Long-Terl Technical Assistance 15 250 250 175 750

Short-Terl Technical Assistance 370 235 0 0 605

Traininr (Third Country) 0 120 66 9 0 195

COllodities 60 40 0 0 100

Other Costs 12.5 12.5 0 0 25

SUBTOTAL 147.5 792.5 551 184 0 1. 675

---~-----------------------

3. IVALUATIONS AND AUDITS 0 15 35 15 35 100
----------

4 • COMTIMGKMCY (51) 7.5 (0.5 27 10 2 87

5. UrLATION (51) 0 (0.5 60 30 1.5 138
------

TOTAL ISTI!ATID IIPIHDITUBKS 5.355 ( ';;S'1-613) 239 H.5 S7 .200
\ ~-------- "- I --"--- ------------

" .....:
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BODGU TABLK 2

TICHHICAL aSSISTANCI PLAN
TANZANIA AGRICULTURAL TRANSPORT ASSISTANCK PROGRAM

O.S. DOLLARS ('000)

: ( ; 15,000: 12 : 250,000 ; 12 ; 250,000: 8 115,000: 0

; Area 0f Sp~ciali~ation

: 1. Long Ten
; a. Ru~d CQntract Specialist

: Total
GOT O,.ptrtltnt : Person
. Counterpart : ftonths

36

Total Cost
n LC

750.000 ;

YRl
:105. I

fB 2
:105. I

:Distribution
IB 3 fR (

:105. S :105. S
fR 5

:105.

SubTotal - Long-ferl 36 750,000 : : ~: 75,000: 12 : 250,000 12 : 250,000: 8 : H5,000: 0 :
.------------------------------------.----------------------------------------------------------------------------------------------------------------------------.-------------
: 2. Short ~en

a. Maintenance ~anagelent KCM/RBD ~ 60.000 0 3 : 40,000 : 2 20,000 0 0
b. Bud2';tlng 4 60.000 0 3 : 40,000 ; 1 20.000 : n 0
c. Boad InnntorJ KCM/Planning 14 210.000 0 9 : 130,000 ; 5 80,000 : 0 0
d. Donor Coordination 4 60.000 0 3 ~O,OOO : 1 20.000 : 0 0
e. Training Supervisors KCM/B8D I~ 125.000 0 .. 5 : 70,000 : 3 55.000 : 0 0
f Private Sector Specialist BCM ~ 90.000 0 3 50,000 : 3 40,000 : 0 0L.

, -----------------------------_..--------_._------------------------------------------------------------------------------------------------------------------------------------
: . 605. noo ; -- : ~ : :26 : 370! 000· : 14 : 2J5. non : Q : 0 :

. -----------------------------------------------------------.-----------------------------------------------------------------------------------------------------------------. ------------------------------------------------------------------------------------------------------------------------------------------------------------------------------
GBAND 70TAL 76 :11.355.aoo : : 4 : S75.noo: 38 . :S620.000 : 26 : 1485.000 : 8 : $175.000: 0 :

-------------------------------------------------------------------------------------------------------------------------------------------------------------------------------.--------------------------------------------------------------------------------------------------------------------------------------------------------------.----------------
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BUDGKT TABU 3

TARZANIA AGRICULTURAL TBIRSPORT ISSISTAMCI PROGRA! (!TAP)
O.S. DOLLARS (OOO's)

::::::::::::~::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::

:Trpe and Post

:1. Out-of-Country Training

I. Degree MIl

:Duration: Total;
Cost YR 1

105 I :IOS. •

YR 2
:105. I

Distribution
Ii 3 YB t

:105.: S :105.; S
YR 5

:105. S

SubTotal-Degree

B. Hon-Degree
- Bots8ana Roads TrainiDI

Center
- Kisii Traiuing Center.

Kenya

- Observational Travel

o

30

30

10

: 0 :

90.000: 0:

30,000: 0:

75.000: 0:

; 0 : : 0 : : 0 ; 0

-

12 36.nOO 13 54,000· : ·0 0
.

; ..

9 9,000 12 12,000 9 9,000 0

10 75,000 : 0 0 0
.---------------------------------------------------------------------------------------------------------------------------------.-------------

SubTotal - ~on-Degree 70 : 195.000: a: : 31: 120.300 : 20 : 66,000 : 9 : 9.300 : 0 ;
- • • t o • • •• • • •

.------------------------------------.--------.---------.----.-----------.----.-----------.-----.-----------.-----.-----------.-----,-----------.
TOTAL 70 :SI95.noo: Q: : 31 : $120:000 : 30· : $66.000 : 9 : $9,000 : U :

::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::.:::::::::::;:::::::::::::::::::::::::::::::::::::::~:::::::::::::::::::::::::::::::



BODGKT TABLS 4

TARZAIIA AGRICULTURAL TRAHSPORT ASSISTABCI PROGBAft (ATAP)

COBBODITIIS PROCDRIB!KT SHIIT

O.S. DOLLARS (DOO's)

; Itel Nale: 5peclflcation~ :Probable: Procured : Distribution: Date :Onit Price :Quantity: Total Cost;
~/o By : "eeded ($) :Meeded ($)

---------
: Vehicle

: COIPuter

4 vheel drive : 935 USAID/T T/A 1/89 25,000 2 50,000
station vagOD

spare parts 2,500 " 5.000t-

o •

IBM systel 2 000 ftCW 1/89 15,000 2 30,000
or equhalent

85,000
:18X Contingency and Inflation : 15,000

------

Grand Total: 1100,000

_________ ._•• _ ••_. ._. •••• .1 _

_ ,1
'::> I



BUDGKT TABLK 5

GOT CONTRIBUTION

lTShs 000· s)

flAR YUR YIn fUR YUR TOTAL
1 2 3 ( 5

1. OBJKCTng 1 \
A) Rural Boads Division 500 750 1,DOO 1. 500 1. 750 5,500
B) Counterpart Progra••ing 20,000 50,000 50,000 50,000 170,000

Sub-Total 500 20,750 51,000 51,500 51,750 175,50n

2. OBJKCTIVK 2
A) Recurrent Maintenance 1.160,000 1.190,000 1, 220,000 1,210,000 1. 200..'000 5,980,000

Costs' for Classified
Road Netiork

Sub-Total 1.160,000 1.190,000 1.220,000 1,210;000 1, 200,000 5,980,000

3. OBJKCTIYK 3
A) Contract Adlinistration

(Baral Roads) 200 250 300 350 (00 1, 500
B) Counterpart Progralling 50,000 100,000 100,000 50,000 300,000

Sub-Total 200 50,250 100,300 100,350 . 50.400 301. 500

t PROGRAM MANAGKftEHT 2,000 1,500 1,500 1,500 1. 500 8,000

---------------------

TOTAL 1,162,700 1,262,500 1,372,800 1.363.350 1,303,650 6,(65,000
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ANNEX F

A. MACRo-OCONOMIC FRAMEWJRK

A.l Economic Conditions and Growth Prospects

Summary and Introduction

The Tanzania three-year Economic Recovery Program (ERP)
launched in 1986 has brought immediate relief to the economy in the
form of debt rescheduling, new stand-by credits, increased bilateral
aid, slight balance of payments improvement and increased exports
and'imports. Further, and more importantly, it seems the long
period of economic decline which started in 1979/80 has finally been
arrested. '

The changes and achievements realized so far have sparked a
positive response both from the international community and the
domestic economy. The WOrld Bank, for example, approved a large
program credit for Tanzania and chaired Consultative Groups which
elicited increased pledges from donor governments. The IMP approved
a standby arrangement and most recently a structural Adjustment '
Facility for Tanzania. The Paris Club rescheduled Tanzanias
official debt.

In the domestic economy, Tanzania feels the positive impact of
the policies.. Consumer goods are in plentifUl supply, even in rural
areas. Despite the devaluation, inflation'is under control and in
1987 per capita income rose'for the first time in almost a decade.
The government, however,' will have to undertake further measures to
build and sustain the reforms it has initiated. These changes could
lead to increased opportun~ties for u.s. exporters and investors.
The government private investment code appears to be much more
receptive to new foreign investment than in the past. A revitalized
USAID program offers opportunities for u.s. firms as does the larger
lending programs of the WOrld Bank and the African Development Fund.

Economic Conditions:

Tanzania is predominantly an agricUltural economy. Almost 85%
of the 23 million people are small scale private farmers.
Population is growing at 3.3% ~nd urbanization has been rapid,
showing an annual average increase of 11%. output growth has barely
kept pace with the increase in popUlation and in 1987 Tanzania's per
capita income averaged only $240.
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For more than a decade, Tanzania's policies failed to realize
the Country's vast economic potential but managed to foster
political stability and social harmony. For example, the economic
policy structure during the 1970's and early 1980's favoured urban
consumers over agricultural producers. This emphasis had a
detrimental effect on the growth of the economy because agriculture
emPloys 80% of the ,working population, and accounts for almost half
of the GDP and 78% of the exports (see Table 1). principal exports
include coffee, cotton, sisal, tea, tobacco, cashews, and
pyrethrum. As an unrealistic exchange rate devalued their shilling
returns and as parastatal marketing authorities levied ever greater
charges to cover their inefficient operations, farmers lost
incentives to maintain their fields. The resultant drop in exports
created a shortage of foreign exchange, which had crippling effects
throughout the economy. Inability to pay for imports, imported
inputs, spare parts, and replacements caused industry to decline to
20 - 25 per cent of capacity, cutting its share of GDP from 12.5% in
1978 to 7.6% in 1986 (Table 2). Similar shortages hobbled
transportation which is a very critical sector in a country where
most of the production occurs far from cities where the goods are
consumed or exported. The shortage of inputs and parts has also
seriously hurt agriculture, completing a vicious circle.

A'.2 The Economic Recovery Program (ERP)

In response to the economic crisis which continued to deepen,
government programs in the 1980's showed a growing awareness of the
needs for change. First, the GOT introduced the National Economic
Sur~ival Program (1981-82) and then the structural Adjustment
Program (1982-85). Both policy steps were inadequate to deal with
the acute economic decline. Then, in mid 1986, the GOT announced
the three-year Economic Recovery Program of which key components are:

1. Greater flexibility of exchange rates.

2'. Fiscal and Monetary discipline , with an intent to
divert new credit from government and the
parastatals to the private sector.

3. Focus on agriculture, with secondary emphasis on
transportation, communications and industry.

4. Rehabilitation of infrastructure rather than initiation of
new projects.

,,* \
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The policy changes introduced under ERP have sparked a positive
response from the domestic and international community as well as
arrested the long period of economic decline. The following is a
brief description of ERP and the 1987-90 Policy Framework
Macro-eeonomic policies.

Exchange Rate:

AS shown in Chart 1, the lack of timely adjustment of the
nominal exchange rate, in the face of a large differential between
the rate of inflation in Tanzania and that of the country's trading
partners, has resulted in a substantial overvaluation of the
shilling since 1980. This overvaluation, which has been made more
critical by terms of t'rade deterioration and a sharp rise in the
country's external debt (Annex F) (Table F.4), has seriously eroded
the profitability of the export sector. It has also encouraged, in
the face of falling import capacity, a growing parallel market where
foreign exchange is traded at many times its official price.
Distortions in the exchange rate have resulted in the whole resource
allocation system of the economy functioning inefficiently.

The GOT intends to eliminate this exchange rate overvaluation.
The shilling, officially valued at 16 to the dollar in March 1986,
was devalued to a rate of 40 to the dollar by June 20, 1986. Weekly
adjustments according to the ERP and Policy'Framework Paper
requirements have sinc~ brought the rate to 96 to the dollar in
JUne, 1988. Equilibrium exchange rate is expected to lie somewhere
between TShs. 115 - 125 per dollar. The growth prospects for this
GOT action, in conjunction with increases in agricultural producer
prices, will be an increase in the profitability of .
exports, allowing imports to be valued at prices approaching their
true opportunity costs and bringing about a new and more realistic
structure of the relative prices in the economy to achieve efficient
resource allocation.

Trade Liberalization:

The government intends to remove trade restrictions,
rationalize domestic trade behaviour arid promote exports. As a
first step, the government has progressively reduced the category of
goods subject to price control from over 400 in 1986 to 22 in 1987
and to 12 basic necessities in JUly of 1988. As prices of goods are
decontrolled, the regUlations that ·confine· goods to specific
parastatals for importation and wholesale distribution are also
being dismantled while at the same time enlarging the category of
goods under the more efficient Open General License policy.

, ".
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own fund imports and export retention schemes have been
retained to provide incentives to exporters. The retentions which
range between 10 - 50 per cent are required to import raw materials,
spare parts and an expanded list of essential incentive goods.
FUrther, in 1987 export retention holders were permitted to transfer
eX~hange proceeds among themselves to facilitate efficient trade.

Agricultural Policies:

Producer Prices:

The government is committed to the ERP policy of raising the
real level of producer prices and Ultimately limiting them more
closely to developments in world market prices. Due to the Periodic
adjustments in the exchange rate, producer prices have been reviewed
more often with an intention of setting them at levels equivalent to
60 - 70% of the f.o.b. price or to ensure an annual increase of at
least 5% per annum in real terms, whichever is higher. Along with
restoration of growth and an increase in export earnings, the
1988/89 budget stipulates the introduction of quality margins in the
ofticial structure of prices to better reflect prices paid in world
markets for higher grades.

Marketing structure:

Improvement in the efficiency of agricultural marketing
cooperatives, boards and corporations is vital for ERP success to
revamp agriculture. The liberalization of domestic trade in food
grains and the removal of permits in interregional trade have
increased agricultural production. Reform of the institutional
structure to foster greater competition and permit direct marketing
for large private producers and cooperative unions will improve
efficiency in the agricultural sector. The government intends to
make the NMC parastatal a buyer of last resort with strong
stipulations that its operations must be performed efficiently with
a profit motive as its driving force.

Agricultural support Services:

The 1988/89 budget lays priority on ensuring timely input
delivery to the farmers, revitalized research and extension
services, transportation and storage as well as providing more
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services to the livestock sector. The budget removed all import
duties and sales taxes on imported agricultural inputs and, with the
commitment to remove import distribution monopoly parastatals, the
government hopes to achieve efficiency in the availability of more
inputs to the farmers.

Industry:

The 1988/89 budget ,in conformity with ERP policies has placed
emphasis on the improve~nt of industrial capacity
utilization with more resources being allocated only to efficient
industries. Priority will be channeled to industries catering to
the domestic market, particularly fertilizers, leather goods, paper
and shoe factories as well as those industries which increase
revenue to the government such as beer and cigarette industries'.

Industrial sector reforms including internal management,
restructuring and rehabilitation of some pUblic enterprises awaits
approval of the new Policy Framework Paper and the WOrld Bank
funding due sometime in October, 1988.

Balance of Payments Position

During 1986 and 1987, Tanzania's balance of payments remained .
under severe strain as the dollar value of exports continued to
decline and government efforts to mobilize additional resources were
only partially successful. The unfavourable performance of exports
was partly due to poor world market prices for traditional
commodities. For example~coffee prices plumetted by 38% in dollar
terms in 1987, and the volume exported by Tanzania fell by 4% The
volume of sisal and cashewnuts declined, while unit prices of tea
and tobacco also fell. Only cotton gained in both price and volume.

The volume of imports rose to more than $1.1 billion,
registering an increase of almost 50% over the level of 1983. This
dramatic short term improvement has been a critical factor in
restoring economic activity in Tanzania. Of particular importance
has been ·own-funded· import schemes which accounted for over $300
million of mostly consumer goods.

The most optimistic aspects of the trade situation, however, is
the sharp rise in manufactured exports, which rose from $39 million
in 1986 to $63 million in 1987. Manufactures still account for less
than one fifth of total exports but the performance in 1987 suggests
that this could change significantly.
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Largely because of the increase in exports and the reduced
external interest obligations due to debt rescheduling, the current
account deficit has fallen from $312 million in 1986 to $264 million
in 1987. Imports rose also, not only due to the own-funded import
schemes, but because the foreign exchange inflows which finance own
funded imports are treated as remittences and these imports do not
increase the 'current deficit. Further, the build-up of donor
funding has been slower 'than expected because of the lags between
the very positive donor commitments to help the recovery process and
actual disbursements.

Fiscal Position

BUdget Deficit:

The government is committed to fiscal discipline. The 1987/88
budget projected an overall deficit of TShs. 15.1 billion, or an
estimated 9% of GDP compared to 11% in 1986/87 and 16% in 1985/86.
Government net bank borrowing has been reduced from TShs.' 5.6
billion in 1985/86 to TShs. 1.6 billion in 1986/87 to TShs. 236
million in 1987/88. The 1988/89'budget estimates net GOT bank
borrowing to rise slightly to TShs. 600 million. Despite this
impressive performance, over 30% of the total bUdget continues to be
financed by donor support.

Public EXpenditure:

The 1988/89, budget focuses on rehabilitation of existing
infrastructure particularly agriculture, transport, industry, water
and energy. The only new project is the National Census which is
planned for 1988. Of the TShs. 28.4 billion planned for development
expenditure, 41.8% will be used to rehabilitate the productive
sectors (agriculture and industry>, 34.3% for economic .
infrastructure (transport, water and energy), and 19.1% for social
services.

Subsidies for parastatals have been abolished and employment
levels continue to be frozen except for teachers and medical
personnel.

I ."

\
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Public Services:

The 1988/89 budget has addressed the problems of public
services including salary levels and non-wage benefits. salaries
have been raised by 10-20% for the high and low salary brackets,
respectively. Transport and housing allowances have also been
instituted. The gover,nment, in addi tion to removing bUdgetary
subsidies to many public enterprises, intends to reduce the size of
the parastatal sector and'subject the remaining ones to 'stricter
management and performance standards in line with the
recommendations of the proposed Policy Framework Paper expected in
o::tober, .1988.

status of Macro-economic Framework

Viewed from an economy-wide growth perspective, it can be
fairly claimed that the adjustment policies introduced. under ERP
have been remarkably successful. Indeed, given the extreme
difficulties facing the economy in the, period up to 1984, the
revival has contributed to economic growth in several key areas:

First, there has been some growth in real GDP per capita for
the first time since 1980. Between 1986 and 1987 GDP grew at 3.9%,
just sufficient to generate positive growth when we consider an
annual population growth of 3.3. per cent. Second, a more efficient
economy is evolving, with important shifts in economic· activity away
from large scale, mostly inefficient parastatals towards smaller
scale, more efficient private enterprises. Third, trade distortions
are being eliminated with commodities under control reduced to 12 in
1988/89 compared to over '400 in 1985/86.

The Tanzanian shilling has depreciated by over 58.2% in dollar
terms between 1986 and 1988 to reach TShs. 96 per dollar. Potential
users of foreign exchange are now being forced to economize on this
scarce resource, reflecting that exchange rates are approaching
their equilibrium rate which' could be in the range of TShs. -lIS 
125 per dollar.

The external debt service burden for Tanzania has been eased
somewhat by the october 1986 rescheduling" of over $659.8 million in
arrears and $197.3 milli9n of,maturing debt. Debt write-off by
France, Germany and some Nordic countries in 1988 has reduced the
burden considerably with further promises from Britain, canaga and
Japan to help ease Tanzania's debt burden. Balance of
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payments improvements have been noted in 1987/88 with deficits of
$357 million financed by IMP net resources ($39 million), build up
of arrears ($180 million) and debt rescheduling ($148 million). The
1988/89 bUdget is committed to further reduction in government
deficits by removing all subsidies going to inefficient parastatals
as well as restricting net government bank borrowing to TShs. 600
million compared to TShs. 5.6 billion in 1986,.

Inflation, at 29.9 per cent in 1987, is still high but is
slightly lower than the 1986 level of 32.4 per cent. As the economy
fully recovers, inflation should come down to the Policy Framework
Paper projected level of 20 per cent or lower.

The 1988/89 budget speech affirmed the desire of the government
to implement all the ERP policies and acknowledged the success of
the adjustment programs which need to be continued, consolidated and
sustained. '

•

!,~,.'
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B: PRCGRAM BENEFIT-COsr ANALYSIS

Benefit-eost analysis is used to permit ranking of identified
agricultural feeder roads for rehabilitation and maintenance. The
overriding principle used is to align analysis with ERP
requirements which calls for maintenance of currently,
under-utilized resources and attributing priority to programs with
a positive impact on the balance of payments.

Estimation of Benefits:

Benefits are estimated as the value of additional
agricultural output expeCted to be generated by the rehabilItation
of feeder roads less production and evacuation cost related to
realization of this increased output. Forecasting increased .
production induced by rehabilitation of feeder roads involves
three steps:

1. Estimation of base year agriCUltural production;

2. Forecasting of likely increase in land utilization and
'yields in response to road rehabilitation; and

3. calculation of the forecasted increase in marketable
surplUS.

The valuation of agriCUltural produce was made by
applying world market p~ices to the forecasted increase in
production. Table F.l depicts the world market prices adopted:
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Corranodity World Market Prices

WOrld Market
WOrld Price

World Average ~1arket price 1987 price
commodity Index based on 1000 US$/TOO 1000 TSHS/WN

COffee other mild ·1950-84 3.75 196
arabicas

Tea Kenyan 1950-84 3.55 185
Cocoa Accra, Ghanian 1950-84 2.65 138
Cotton 'A" Index 1955-84 2.35 37
Tobacco Indian 1972-84 2.30 120
Maize US,No.2 1955-84 0.15 8

yellow
Rice Thai 1950-84 0.50 17

Estimation of" Cost:

In the estimation of the cost of additional inputs only imports
were considered. Cost of additional inputs were limited to
fertilizers, pesticides and energy consumption of tractors, mills
etc. A causality between cost of additional inputs and world market
"prices was found and the following percentages were established.
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Corrunodity

Coffee
Tea
Cotton
Tobacco
Maize
Paddy
Beans
Other cash crops
Other food crops

Imported Input Costs as a % of
WOrld Market Price

20
20
20
20
10
10

'5
5
5

Economic costs were estimated as the import contents of
transport. Rail and shipping costs were estimated based on
tariffs charged by the Tanzania Railway Corporation (TRC) and
Tanzania-Zambia Railway (TAZARA). The import content of rail' and
shipping services were assessed by TRC accounting information for
both TRC and TAZARA operations. Road transport costs were
estimated based on a recent WbrldBank Study 1/

The following ton/km rates were adopted for analysis using 1987
prices:

Mode

Trucks
Ferry boat
Rail

Ton/krn rate
(Tshs)

10. 0
4.50
1.33

1/ Tanzania, Efficiency of the Trucking Industry, The WOrld Bank,
May 2, 1986.
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Estimation of Rehabilitation and Maintenance Costs.

Road inventories were used to decide on necessary rehabilitation
works of approximately 1,450 kilometers. The cost estimates for
rehabilitation which include 20% contingency range between 250,000 
750,000 TShs per km (90% of the roads). Annual maintenance 'costs for
routine and recurrent maintenance average 7,550 - 14,360 T.Shs. per km
depending on the class of road, type of terrain, soil conditions and
availability of construction materials. Detailed rehabilitation and
rnainten~nce costs are depicted in Table F.5.

Ranking Feeder Roads

Final ranking of feeder roads for the rehabilitation program was
assessed according to ·Economic Net Present Value (ENPV) based on the
estimated benefits less input and transport costs, and on the estimated
rehabilitation and maintenance costs.

The ENPV was calculated in fixed 1987 prices, using a real economic
rate of return of 12% per annum. This high interest rate was chosen to
reflect Tanzania's current scarcity of foreign exchange funds. The basic
ENPV calculations were supplemented with simple sensitive analysis which
assumed a 20% decrease in benefits and a 20% increase in costs. In·
addition, the Economic Internal Rate of Return (EIRR) was· calculated to
supplement the ENPV calculations.

Results of these economic analyses are depicted in Table F 6. The
results indicate program benefits in excess of'the opportunity cost of
capital estimated at 12 percent per annum. OVer 50,000 km of feeder
roads have been ranked in order of priority using the ENPV and EIRR
criteria. For most roads, the internal rate of return is higher than 35
percent or an annual net present value of T.Shs. 6000 ($62.5) per
kilometer. Viewed over a five-year period, the net program returns

-exceed $15.5 million or 100 percent greater than the amount of dollars
transferred. As such, the returns to transportation programs are quite
high and a revitalized USAID program in this area will be a great support
to the Tanzanian government effort to achieve sustained ,economic growth.

\1tO
<-- {\ \
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.AmaJnt ArnJa1 Real GrGlth Rates (')

(millioo os$ at
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1984 1980 1981 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991

.. ItCIXIIlrS
cbDestic fCod1ct c/ 4,494 0.6 -1.3 0.9 -0.4 2.5 2.5 3.0 3.8 4.0 4.0 4.0 4.0
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ts of CH'S 473 0.6 lB.7 -lB.5 -14.1 -9.0 -B.1 4.3 12..3 12.1 1l.7 3.5 9.4
t:.s of (H'S 922 -0.4 -7.9 -3.9 -21.8 5.09 15.2 20.0 2.6 0.8 0.1 '{).l

, dcIrestiC~ 201 -29.0 34.3 9.9 -14.8 ~.6 -lB.4 -40.0 -12.7 19.1 ~.7 22.4 19.9

leOeta (1978 • '100)
lrl9! rate (T.~. p!!r U~) ..

UJ.9 154.7 lBS.4 183.2 180.0' 191.7 249.2 299.0 343.6 395.0 434.8 483.6
8.2 B.3 9.3 1l.1 15.3 17.5 35.0 70.0 100.0 120.0 125.0 125.0
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Share of GOP at ~~~ket prices P~) Average Annual Increase (11 <?~"
(at dUrrentprices) (at constant prices)

1980 1983 1984 1985 1986 1991 1980-85 1986-91 bl
\

Domestic Product c/ 100~O 100.0 100.0 100.0 100.0 100.0 0.9
\

4.0
-iculture 41.6 43.7 43.2 43.7 44.5 45 .. 0 2.4 4.2
lustry 14.8 6.0 5.1 4.2 4.2 5.1 -11.3 8.5
vj.ces 33.2 44.9 45.1 45.7 -45.7 43.6 2.2 3.3

.ption 90.5 82.2 84.0 87.4 93.8 87.6 1.8 3.0
investment 22.4 19.3 17.3 17.3 16.4" 15.6 -6.3 1.0
:s of GNFS U.7 13.6- -11.9 11.9 9.9 14.1 -5.6 10.9
:s of GNFS 25.7 15.1 15.4 16.7 . 20.1 17.3 -t.8 0.8 .

domestic savings 9.4 17.0 15.2 12.1 2.2 8.2 -1.5 20.0

As \ GDP

1980/81 1982/83 1985/86 1986/87 1987/88

::: FINANCE
rent revenue
rent expenditure
?1us (+) or deficit (-)
ital. expenditures

rlgn" Financing

nIDICNroRS
growth rate (\)
per capita growth rate (\)

nal savings rate
t elasticity .

18.4 18.7 18.0 23.4 25.0
20.0 22.2 20.7 25.7 26.7
-1.6 -3.5 -2.7 -2.3 -1.7
10.2 6.9 5.9 5.3 5.6

5.1 4.0 2..2 2.5 2.8

1975/82 1982/85 1986/91

2.8 2.1 4.0 -
-0.5 -1.2 0.7

8.4 10.3 3.4
0.4 -0.2 0.1

-0.8 -0.7 0.2

ainland only. GNP per capita is at official exchange rate.
stimate.
t ~ket price: canpunents are expreSsed at factor cost.

e=-- Data provided by Tanzanian Authorities, and MiSsion staff estimates.

John M
Best Available
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OtHrI
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151.3 -Z5.5 10.4
In .• -,•1 -11 •Z

-12.7 -14.1 -1'.7 -t.'
-18.3 -11.7 -14.8 -4.Z

'.1 7.1 3.3 3.'

1.5 -21.1 1.1. lZ.'
31.. -21.8 -1.3 1.1
-2.1 3.5 1.8 4.'

-1%.5 -35.3 -0.1 10.1
12.1 -1'.5 1.1 15.1

5.3 .
7.1
I.D

!I.4
-38. ,
55.!
I4.T
23.S

12.8
ILl
1.1

2.5
1.3
1.8
1.5
1.5

14.2
15.5
11.1

1.3
-'.3
3.'

-0.1
-'.4

13.3
6.2

31.7

8.1
8"
4.5

-0.5
-1.8

to
5.2

-6.1

-0.1
0.'
4.5

-0.5
-1.8

11.9
13.2
1.1

-8,3
8.0
3.1

-2. !
-D. ~

llport price hdea
Itport ,rice lad~l

tens of trade lldn

U.S 100.0
11.2 100.0

10Z.1 no.'

16.3' SOJ
100.1 15.7
15.5 14.5

86 .3
,2. (
13.4

13.6
11.2

lOt 6

12. T
89.7
12.2

IDI.5 '5.3
ItO 86.9

UI.O 109. T

103.1
90. (
Itt G

til.l
94. 8

1l1.2

122.0
U.s

125.0

12'.9
101. •
123.2

Co.posltlon of fterehaDdlse Trade (Xt
(.~ currest prlcest

1175 1910 1985 1991 bl

&,era,e Annual Incr~4se (%)
(at eOlstant prieest

1916-80 1980-85 1986-91 hi

-1.8 -4.8 0.5
-6.2 -5. 1 .O. I
0.8 -1.3 4.5
!.Z -11.0 -0.6

-5.8 -D.l -0.4

I11Iar\!
WIJor ,riIU, ,rodleh
O~lers

111Iorts
foodlUhs
Petrolen
Sicklier, I e"ipHIt
GUen

t

tOD.1 . 100.0 100.0 loo.a
16.3 55.6 61.7 71.(
33.7 44.4 31.3 21.6

100.' 100.0 100.0 100.D
17.7 11.1 8.1 4.2
1.0 22.' 14.0 21.9

31.1 34.5 30.9 27.1
43.2 31.' 41.8 (6.3

-1.8 -7.1
-5.8 -8.2
1.1 -t3

11.8
10.1
16.1

------------1111 1915 19.1 1"1 .

S'are of Trade ,tth
hdlltrlal Coa.~rles (It

. Ins 1111

Share of Trlde 'it.
le'elo,II, Cou.~rles (I)

._---....--------------

Share ~f Tradp. uti~

Capltll Sarplus Oil Ilp~rt Cou8trl~

-ii7i-U80-iiii-=------
IIIIC1101 Of TlaDI

llports
II"rts

41.4 51.' 51.1 48.' 35.1 34.3
5'.' 1'.3 13.1 34.8 2&.5 32.1

3.5' 8.1
8.% ID.l

6.3
2.6

.( Dt~ are for .11 TIIIII1. (Batllald a•• Ialll'arJ •
•( I,U••h;

SOlre.: Jata pro,Ud ., tluilli. IItlorlUes lid Usstol SbU laUI.tes.
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TABLa ".5: Annex F

KSTlHATm REJlABILITATlCfl AND HAlm'ENAla rorrs

Road Roetd' E:stm. Rehetb. Rehab. (".('1st E3tm. Annual
Ho. Length COst perkin Haint. Cost

Region D1!strict O~m) (TS1~) (15M/lmI ) (TS1~)

Ka8era Itar88we 1 51.8 14,049,240 271,221 745.920
8 47.1 15,15~,160 321,766 618.240

B.1kDbe 2 56.2 13.828,500 246,059 809,280
3 44.7- 15,320,940 342,150 491,700
5 14.8 4,814,640 329,368 1~2.800

tblebe 4 8.4 4,133,040 492,029 12U,960
7 2.3 833.160 362,243 11 ,480
8 24.1 8,970,980 282,226 355,680

Blha.nmJlo 8 18.0 8,209,640 344,980 136,800
~

/

HrlMza K"iInbe 1 35.1 11,499,840 498,571 386,100
2 4Er.8 13.205,880 282,177 514,800
3 22.3 8,587,680 ~85,098 200,7UO
4 8.9 3,060,960 343,928 80.100
5 28.4 12,853,800 452.599 31~,4n(l

5a 6.8 2,529,360 ~71 ,965 74,800

3+4 31.2 11,646,640 373,354 260,800
5+5A 35.2 15,383,160 437,022 316,800

Shinyanga I<.aJwna 1 29.0 8,766,300 302,286 319,000
6 9.7 3,500,400 . 360,866 87,300
8 6.3 2,595,360 411 ,962 56,7un'

5h1ny~ 1+1A 36.0 17,~01,960 480,610 396,000 I

2 27.3 23,307,720 853.763 393.120
3 48.7 19,737,600 405,290 535.700
4 23.5 7,538,160 320.173 258,500
5 53.3 11,864,700 335.113 586,300
9 37.4 15,199,320 406,399 411,400

3+4 72.2 27;275,760 377,781 794,200
I

HastIa 1 22.0 8,651,040 393,229 242.000
2 79.1 26,092,920 329,873 870.100
7 51.2 19,894,800 388,510 ~3.200

9 11.9 10,280,220 574,314 196,900

~

1+1 73.2 28,545,840 389.970 805.200

Note: 1) Price level: June 1987.
2) Fehe\bili~tion cost include!' 20S tor <XIIltin~f?ncy.

, 3) AnntJal II'l\lntenance cost oomprises expen~ tor 1'('lIJt.1ne and recurrent
lI'!\inteMnce

.- 4) Cost Qf perit>dlc rM1.ntenanoe (even' 5 )'Mt'S) is ,,~t1rMted tn .5~ ot
the rehabi11tation cost.

Bouroe: Governnent Qf TanzlJnla, Hli11l'5try of CccmL1n1c8:tlon !lind w"rks,
"Acrlculturt! r~r Bo"ds 8tucbr"
Dt\R IS SALMH. ~. 1981

..



'llti.e F.6Projad:Rndrg List Annex F

R:B:J R:a1 'Ittal tW Q:st of ArnJal 'Itt.al. ~ tPJ tw mEt ~ a::st ~

R!gim District R:B:J I.el;Jth JID:un~ R:h:trl.1 l1lint: cst: R:B:3 cst: Proj:ct -20% +2O't Im' lee-
N..rrter (I~n) . (Pm) (T'ISs) (T'ISs) (T'I9l;) (T 'I9-s) (T 'I9E) (T 'IS1s) (T 'ISs) , te:l

~ ~ 6 47.1 47.1 X/9983 12629 678 l2B02 297181 2lil85 294621 49.6 , X
P'aJ![a ~ 1 51.8 98.9 274526 11700 746 12045 262481 2fJ7"6 2flJJ72 48.8 , X
~ B.f«ta 2 56.2 155.1 260029 11524 009 11969 24a360 196694 246466 48.2 , X
R.Mm! ftJil1J! tB 2t2a+-ibt5 42.6 1!17.7 239245 18173 469 17653 221592 173143 210051 41.9 , X
1t'Njato H:Eh! m 1+2 19.1 211.4 aB31 9761 217 9429 221503 175316 219617 49.8 , X
R.MJra ftJil1J! tB 6+6afQ) ]).4 247.8 223324 17485 334 16809 200516 161851 203154 41;7 , X
~ BJcd::a 3 44.7 292.5 19a)24 12768 492 12648 1Tm6 139851 175446 43.3 " X
1t'Nj3ro R!i 4 12.4 ])4.9 181927 5195 136 5a5O 179377 140492 175867 55.1 t X
R.MJI8 ftJil1J! m Jf-3l 36.5 341.4 18]2)6 17462 402 16889 164408 128148. 1610]) 39.0 %X
rtEya Mmim 2l3+24+24af-27af-Z7b 13.7 J7S.1 167885 1ce66 312 10004 157281 123104 155161 44.0 ~ X
~ 9linycrg:s m 3f.4 72.2 447.3 16li59 ZZ7'JJ 794 22395 141164 100452 136685 34.2 %X
fi8'2a l\Wint:a m JH 31.2 478.5 148285 97fJ1 281 9476 1l38C9 109152 136914 43.B %X
t\raV.a ~ 2 46.8 525.3 145128 liOO5 515 llO4O 134000 105002 131880 41.6 t X
Pb!ya l'txrd. m 1l+l2+l2a 14.2 539.5 132894 8157 210 7923 124971 98392 123)36 44.7 %X
~ Meta 8 24.7 564.2 113323 5009 356 . 5955 1(11369 84704 106178 46.4 t X
rqra £U(d:a 5 14.8 S79.0 100543 4a;2 163 4034 104500 82800 101702 51.1 %X
Yqra BihaIanJlo 6 18.0 597.0 100342 5175 131 5032 103310 81642 102304 48.0 15 X
Irir'g! MJfin:U. 1 18.0 615.0 100733 2886 162 2936 97803 77655 97215 54.5 %X
~ 9tinycrga 5 53.3 668.3 1a;343 14887 586 14768 '91571 7On; 00621 34.0 t X
·tela M:ad m 8t9+9a+-10 27.0 695.3 93544 9559 243 9281 90263 70354 . 88407 39.0 % X
~ ~N3 1+7 73.2 768.5 110536 23788 005 23398 87113 6:lJ30 82458 29.0 , X
~ ~ 2 79.1 847.6 103353 21744 870 21591 81762 61091 TI444 29.1 , X
It'Njaro H:d B1i 1 13.8 861.4 00943 5162 152 5042 75901 59712 74892 44.1 %X
It 'Njaro Rrl B!i 3 ,,3.1 864.5 fB770 2376 34 1261 67503 53549 67049 52.9 %X
1t'Njaro au au 2 7.9 872.4 65494 2368 ~ 2339 63155 5C056 62687 51.6 t X
9tinycrga l'a1at8 1 29.0 901.4 67280 71>5 319 7294 59986 465]) 58527 37.1 %X
~ Mx2i m 2Of-21+22 19.3 919.7 eJSlJ 10228 165 9786 59744 45833 sn~ 33.9 %X
~ra Meta 4 8.4 928.•1 61364 3444 121 3394 57969 45697 57290 45.7t X
Kava· Kwfnt:a m s.5a 35.2 963.3 68518 12819 E 12539 55979 42276 53412 'JJ.7%X
~ 91JnJcn:Ja 9 37.4 100:>.7 67463 U666 411 12432 55031 41533 52544 )).'5 ~ li
K'Njaro M:H1i 6 6.2 1006.9 58154 3701 '68 3554 54001 431)) 54030 44.4 %
~ Nj:nt.e 6 10.0 1016.9 51460 3413 90 3319 54141 42649 534n 45.1 't
f1..In'a ~ 5 28.4 1045.3 61474 1(1112 312 10460 51014· E19 48922 31.6 %
fb:ya M:od 6 7.3 1(52.6 51755 1620 66 1610 50145 39794 49823 53.5 %
It'Njar:o f'tSli 13 8.7 1061.3 :0075 2153 96 2153 48722 l3S47 48291 49.3 'b
~ gdI~crTiJI 1 36.0 1097.3 60740 14418 383 14002 46139 34590 439]3 28.0 %
!t~ f'bili li 7.6 1104.9 44559 2216 84 2193 42366 33454 41928 47.3 %
R.M.mI ftJil1J! 6c 4.4 1109.3 43219 2244 48 2166 41053 I 32400 4052Q 47.0' .
R.M.Jr8 9:rg:a 6 24.0 liD.3 4*;298 $94 216 5542 40756 31496 39648 35.8 %
RMJTB ftJil1J! 3a 10.4 n43.7 44861 4341 114 4221 4a;41 31669 . 13797 ::B.B %
1t'Nj:1m fb!i1i 9 10.4 1154.1 4fJJ17 3600 114 351) 36547 28531 3584 1J.7 t
IC'Njam ftJ1tD 1 4.5 1158.6· 11121 2613 50 2512 ~15 27990 35113 43.4 %
Irirga N;Jrb! 11 9.8 1168.~ 35158 1757 B8 1781 33377 26346 3m1 46,9 ,
IriJ'g! Nj:nt.e 5 7.0 1175.4 35042 1872 63 1840 33202 26193 32834 46.4 t
R.M.rrB S:n;J!l 2 ' 9.4 llB4.B 34980 1919 85 1917 33()j2 26066 32679 45.8 %
It'Njaro ttmi 7 3.7 llB8.5 34828 1834 41 1m 33'J56 26091 32702 46.8 % ..
It:J!ya MxEi ' 12 . 6.1 ll94.6 33350 1642 55 1614 31736 25066' 31413 47.5 ,

8:2Jr:m:~ eX 'ItIta1ia, Mlnistty ,eX Q:mrlrrl.ca.icn arllaks,
"h3rlaJ1bJra1~ R:a:1g Stu:Jt'
1M ES SH»l1, 9:P:. 1981

BEST .4.V/1!Lf1,iJLE COpy
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ANNEX G

INI'£IAL ENVIRONHEN'i'AL O[:;'i'SR;'lINAl'IUN

project Country: Tanzania

Project Title: Agricultural Transport Sector Grant

Funding: FY(s) 88 $7.21 Million

Prepared by: Edward McGowan, REDSO/ESA
Environmental Officer

Negative Determination: X (transport equipment other than
road maintenance equipment)

Positive Determination: X (road maintenance equipment)

or

Categorical Exclusion: X (TA and training component)

This Grant assistance is to be provided through two mechanisms: 5.2
million dollars is to be provided through a commodity import program
grant, and 2 million dollars is to be provided through a project
grant for training and technical assistance. The program assistance
will be provided through the mechanism of a commodity import program
for the importation of equipment, machinery and spare parts for the
agricultural transport sector. This is expected to include (1) road
construction equipment and spare parts; (2) truck spare parts and
tires including raw materials for retreading tires; (3) tools and
equipment for truck and road repair work; (4) raw materials for
fabricating and reconditioning spare parts for road rehabilitation
equipment; and (5) ancillary equipment permitting fuller or more
efficient use of primary equipment (e.g., forklifts for loading
trucks). Since AID will have knowledge of the specific commodities
to be financed, although not of the specific roads to be repaired
with the imported commodities, the CIP portion of this assistance
does not fit within the justification for a categorical exclusion
contained in 22 CFR Part 216.2.c.(2)(ix).

Since some of the equipment which will be financed under the
commodity import program, can be used for either construction of new
roads or maintenance of existing roads, there is a potential to
signficantly impact the environment. Under Regulation 16, certain
actions are classified as normally having a significant impact on
the environment and thus requiring an environmental assessment
("EA"). Penetration road building or road improvement projects are
among such actions.



ANNEX G

Thus, the program grant agreement will contain a covenant requiring
completion of an EA for commodities which are clearly road
rehabilitation equipment pertaining to them and GOT agreement to the
assessment's recommendations within six months of the date of the
grant agreement. Disbursement for commodities is not anticipated to
occur prior to this date. In accordance with Regulation 16, a
scoping statement for the EA will be prepared by the REDSO
environmental officer and approved by the Africa Bureau
environmental officer. The scoping statement should address, among
its other issues, the question of monitori'ng, to be funded from
loca~ currency g~nerations or from the TA/training grant, and should
include an analysis of the local capability in Tanzania to carry out
this monitoring.

Commodities other than those which could be used for construction of
new roads or maintenance of existing ones would not normally have a
signficant effect on the environment and thus are not subject to
this condition precedent. A negatlve determination is appropriate
for these commodities

The local currency generations under this program, which will be
GOT-owned, will be used to finance road rehabilitation contracting.
Regulation 16 and IEE procedures do not apply to host-country owned
local currencies, and thus the road rehabilitation contracting
financed by the generations are not considered in this IEE.
However, agency guidance (87 State 327494, October 21, 1987) states
that nmissions'are urged to pay particular attention to host country
environmental protection and mitigation procedures in the local
currency programming process. n Thus, the mission may' wish the
environmental review done for the commodity EA to address this
aspect as well, recognizing that it is not subject to Regulation 16
procedures.

The TA and Training Grant Component of the Program meets the
criteria fo~ a categorical exclusion in accordance with Section
216.2.C.2(i) as education, technical assistance, or training
programs with no direct effect on the environment.

~oncurrence: 9d·I.~ 0~/~~
rO'" oJ Bureau fJ np, 1, r 0 ntne naIOf£iCer

Bessie ~' Boyd, AFR/TR/PRO

1654J
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ANNEX H

TERMS OF REFERENCE FOR CONrRACTIN3 SPECIALIST
(Broad Guidelines)

Due to the strained capacity within the Ministry of Communication
and Works for managing contract negotiations and implementing rural
road contracts, ATAP will provide a contracting Specialist under a
3-year TA arrangement.

'!be Contract Specialist will work with a senior counterpa,rt and
hisjher staff, within the MCW and RRD and shall l::e responsible for
the development of sound procedures for the preparation, award and
nanaganent of contracts for the rehabilitation andrnainterence of
rural roads. in general this entails formalizing systems to- a)
establish temer documents, b) brief local consultants on contract
administration; am c) provide management of road contracts.· In so
doing, the bidding and award of contracts shall be 'guided by and be
tased on corrpetitive procedures, to, be established within the
,framework of existing ,contract laws in the Republic of Tanzania.

Furtheonore, the Contract Specialist and the counterpart shall
develop/establish competitive bidding procedures with the aim of
securing for the public quality roads on a cost effective basis;
protecting the public against collusive contracts; securirig fair
competition upon equal terms to all bidders; closing avenues for
favoratism and fraud; and affording an equal advantage to all
desiring to do business with the pUblic b¥ giving an opportunity for
an exact comparison of bids. Specifically, the Contract Specialist
together with his/her counterpart shall:

(1) establish uniform procedures for pUblic advertisement to bidders
invited to ,submit proposals; preparation of plans, .
specifications and related information aoout the work and the
location where such materials can be obtained by prospective
bidders; formal submission of proposals to the contracting
agency, together with the deposit of financial security
gauranteeing that the bidder will accept the award of a contract
if he/she is the lowest responsible bidder; and' consideration of
proposals under uniform criteria and the subsequent award of
contracts to successful bidders.

(2) establish standards for the responsibility, authority and
obligations of consulting firms, engineers, and inspectors
involved in monitoring and supervising the perfornance and work
of contractors engaged in the rehabilitation am maintenance of
rural roads.

(3) establish procedures for the resolution of disputes that may
arise bet~n the contractor and the client during the execution
of the contract •

.. " ... ' .•
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It·must be understood that not only is the Mew in a strained
capacity to manage and implement road rehabilitation and maintenance
contracts, but it would also have to cope with a private sector that
is currently characterized as having limited relevant and specific
experience in road rehabilitation/maintenance contract works.
consequently the contracting Specialist and hisjher counterpart
shall take cognizance of these constraints and strive to establish a
sound competitive bid selection, bid award and contract execution
system that serves the public interest in introducing am prorroting
uniform contract procedures and at the same time encourages the
development of a broad, vigorous and financially sound road
construction industry within the private sector.

To this end, contract documents shall be developed on a firm legal
basis but in a clear and simple format, that leaves no room for
ambiguity or confusion in the interpretation of the terms and
conditions of the contract. Hence the general condition of contract
to be developed by the contract Specialist and hisjher counterpart
for the RRD shall:

.have clear definitions of all key legal am technical terms used;

layout detailed bidding requirements and conditions on the
qualification of bidders; the contents of the bid forms;
interpretation of quantities in the bid schedule; examination of
quantities in the bid schedule; examination of plans,
specifications, special provisions and site works; preparation
of bid forms; irregular bids; bid guarantee; subnission of bids;
late bids and modifications or withdrawals; canbination or
conditional bids; public opening of bids; disqualifcation of
bidders; and materials guarantee;

expourrl the award an] execution of contracts· such as
consideration of bids; return of bid guarantee; contract vis a
vis oooos; additional 0000 security; am failure to execute the
contract;

describe in detail the scope of work as relates to the intent of
the contract; alteration of plans or character of work;
maintenance of traffic during road rehabilitation and
maintenance period; rights in and use of materials found on the
'NOrk; am final cleaning up:

formulate the details on the control of work i.e. the authority
of the engineer, supervisor or inspector to approve, initiate or.
slisperrl work; the description of plans and working drawings;
degree of confoImity of work with plans and specifications;
degree of priority or complementarity of the plans,
specification and general provisions; cooperation required
between contractors,ani with other entities; construction
stakes, lines and grcdes; removal of unacceptable am
unauthorized work; load restrictions on the job site and beyond;
maintainance of work during rehabilitation work; consequences of
failure to maintain the road; -acceptance; claims for adjustments
and disputes;
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describe the control required on materials such as the source of
supply and quality requirements; local material sources;
sampling, testing and cites specification; storage and handling
of unacceptable material;

delineate the legal relations and responsibilities of the
parties to the contract i.e. laws to l:e observed; permits aoo
responsibilities; use of explosi ves; public convenience aoo
safety; property and landscape; forest, park and ,public land
protection; opening section of the road to traffic; contractors
responsibility for work and utilities; construction safety .
requirements and third party beneficiary claims; responsibility
for damage claims and claim settlement procedures;

set out the IOOde am requirements for the prosecution and
progress for work i.e. subcontracting; notice to proceed;
prosecution and progress; any limitation of oper~tion;for.m and
character of workmen, methods and equipnent; determination and
extension of contract time; failure to complete work within
contract time; teonination for default; damages for delay arrl
tlme extensions; suspension of work; and fiml settlement of
contract;

fix measurement and payment procedures which relate to
measurement of cpantities; scope of payment; compensation for
altered quantities; rate work (i.e. labor and material and
equipment needed'outside the contract work); IOObilization
payments; eliminated items: partial payments; acceptance and
final payments;' and

incorporate environmental aspects of road rehabilitation and
maintemnce especially as they relate to drainage requirements
and soil erosion so as to mitigate adverse impacts of the
activities supported under ATAP on the envirorment. : The
Contract sepcialist shall also prepare or oversee the
preparation of relevant courses on environmental aspects of road
rehabilitation and maintenance.
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PERFORMANCE TAffiETS AND EVALUATICN BEOCHMARKS

1. IMPAcr CF '!HE PR:GRAM ON mE roB-SECTOR GOAL

The ATAP goal for the sub-sector is:

To increase volume of inputs, agricultural commodities and essential
conswrer gc:ods transported by road and to reduce the costs of
transport services.

, , Initial Status: a) 1.7 billion mt-km of freight carried by the
trucking sector.

b) cost of road transport averaged 10 TSh. t=er .
'ton-Jon.

End of Program Achievements:

a) The volume of freight hauled by road has increased to 3.1
billion mt/km by 1993.

b) Cost of transport services has been reduced to 8 TSh. t=er
mt-km by 1993 ( cost in real terms and at 1988 prices).

IMPACT ce '!HE PRCGRAM AT mE PURPO~ LEVEL

The program pJrposes are:

To increase foreign exchange financing to transport equipment, spare
parts, machinery and tedlnica1' servicing.

TO support policy refor.ms for improving the GOT's capacity to
identify, select, finance and irnp1anent rural road rehabilitation
and maintenance.

Imtial Status: As described in Annex D.

End of program Adlievements:

Increased transport services and strengthened private sector
road transport and construction industries;

Created a more efficient and· coordinated GOT rural roads
organization which effectively identifies, prioritizes,
finances, and implements rehabilitation and maintenance
requirements for rural roads;

GOT financed and implemented a plan for adequately maintaining
the classified roCk3 network:
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Increased participation of the private sector in road
construction and repair with "the majority of GOT rural road
rehabilitation contracted to private sector firms;

Increased number of Tanzanian personnel trained critical to the
roads sub-sector; and

GOT donor coordination system established for the roads
sub-sector.

3 • PRCGRAM OBJECTIVES

program Objective 1

The first ATAP objective is:

To consolidate technical, financial and administrative
responsibilities for rural roads construction, rehabilitation and
maintenance.

,

Initial Status: No central road authority for rural roads.

performance Targets:

Year 1: Gar has undertaken a study of the TOR and staff ing
requirements for rural roads division.

Rural Roads Division has been established within MCW with
terms of reference, identified staff positions, and a budget.

Donor Coordination:
'!he Gar has established a Road Transport Coordination
Committee chaired by MCW with representatives from the PMO,
MALD, Treasury, MLGC, and donors which meets not less than
twice per year to exchange information and discuss
technical, financial and managenent issues.

Year 2: RRD issues a strategy for rural roads developnent and
institutional coordination.

RRD contracting procedures for rural road rehabilitation are
complete. .

RRD.has developed and ,is delivering a road maintenance
training program (including procedures for using private
contractors) to local authorities.

RRD has initiated a road inventory program.

Year 3: RRD prepares a policy for reclassifying 'the rural road
network.
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year 4. RRD has canpleted road inventory in core areas.

Year 5: RRE's in all 20 mainland regions.

Program Objective 2

~APls second objective is:

To increase Gar budget allocation for road maintenance.

Initial Status: current roads maintenance budget equivalent to .
$12.8 million arid no central financing plan for
roed network.

Performance Targets:

Year 1: '!he Gar has prepared a plan for financing the maintenance of
the classified road network.

year 2. RRD has developed guidelines for preparing maintenance
budgets on rural roads to be used by local authorities.

Year 3. Based upon consultations with the regional and district
authorities, ltt:W prepares estimate of budget required to
maintain roads and of the implementation capacity available
to utilize this level of funding.

Year ·4 ~ Road maintenance budgets for targeted regions are based upon
work plans.

Year 5•. Additional regions prepare road maintenance budgets based
uPJn work plans.

program Objective 3

The third program objective is:

To expand the use of private sector firms to suwlement force accoont
for road construction and repair. .

.Initial Status: No contract has been awarded for the.
rehabilitation of a rural road.

Performance Targets:

year 1. Contract procedures have been put in place.

Year 2. 'Ihe Gar Rural Roads Division has awarded contracts to
private sector firms for the rehabilitation of not less than
150 kIn of rural roads.

i
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Year 3: The GOT Rural Roads Division has awarded contracts to
private sector firms for the rehabilitation of not less than
another 150 km of rural roads.

Year 4: The Gar Rural Roads Division has awarded contracts to
private sector firms for the rehabilitation of not less than
200 km of rural roads.

year 5: A total of 500 km of road rehabilitated and maintained.

4. PRCX;RAz.t.tIN3 OF P~RAM INPUTS

InpUt 1 - ccmnooity Import program (CIP)

, Ini tial Status: A $ 5.2 million CIP provided to GOT in 1988.

Performance Targets:

Year l: aor has issued import licenses valued at not less than $2.0
million.

Year 2: The oor has issued import licenses valued at $ 3.2 million,
of which a majority is to the private sector.

Input 2 - Local CUrrency Account

Initial Status: counterpart generations equivalent of $ 4.68*
million will be ge~erated over the life of the·
'program.

Performance Targets:

year 1: '!he ccmnittees meets semi-annually to review disbursements
and implementation progress.

$ 105 million earmarked for road rehabilitation.

Year 2: '!he ccmnittees meets semi-annually to review disbursements
and ~lementation progress.

$ 105 million earmarked.

Year 3:

Year 4:

'!he Cannittees meets semi-annually to review disbursements
and progress.

All, $ 4068 million has been earmarked for road
rehabilitation and maintenance by the third year of the
program, am not less than $ 1 million distursed.

The committees meets semi-annually to review disbursements
and implementation progress.
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A total of not less than $ 2.5 million disbursed.

*eIP less Trust Account dep:>sit.

Year 5: !he Canmittees meets semi-annually to review disoorsements
and bnplementation progress.

A total of $ 4.68 million disoorsed.

Input 3 - Technical Assistance and Training

Initial status: A total of 85 person-months of technical
assistance am 70 person-months of training is
planned umer the TA and Training Canponent.

Performance Targets:

year 1: 53.5 Person-months TA
31 Person-months TRN;

year 2: 16 Person-months TA
30 Person-months TRNG

year 3: 12.5 Person-months TA
9 Person-months ~

'. ,.' .... ~..."-:;:". -.";-.
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ANNEX J

Assessrrent of Risk

1. Introduction.

The purpose of this annex is to discusses various risks associated
with this program design and its' inplanentation.

2. Risks to Program. Design.

In order to achieve program purposes, two broad qssumptions are
made in program design: (1) that rural transportation will remain
a policy and budgetary priority for the cX>lmtry and for AID; and
(2) that institutional developrent of road maintenance capacity
rather than the oonstruction' of roads directly, is the best means
to sustain the desired result of maintained roads. The rationale
for these major assumptions is ,discussed as follOW's:

First, since the canpletion of the USAID/T Concept Paper in early
1987 and the ~igning of the FYl987 AEPRP for Tanzania, USAID.
oontinues to believe that rural roads are central to the country's
developnent. Road developrent is critical for praroting econanic
integration, econcmic growth, and value added in transport
processing and manufacturing; enhaning agricultural productivity,
because of better input delivery: and reducing risk and increasing
production fran a rrore diversified agricultural base. In
addition, the country's two major rail lines are still very poorly
linked to their hinterlands. With population growth ~ a desire to
reduce urban migration, the developnent' of less drought-prone '
crops and the cxmtrol if not eventual eradication of the tsetse
fly (which prevents full utilization of large portions of
Tanzania), the i.np:lrtance of an integrated feeder roads network
will' grCM. In short, USAID/T does not foresee any reduction in
the i.np:lrtance of this sectoral priority. USAID/T has no plans to
tmdertake any other sectoral priority at a, program or sectoral
level· of involvarent. Present donor camdtments to other sectors
also suggest that the GOT will not be making an appeal to AID for
involvement in a second sector.

Second, Tanzania should develop its own capacity to build and
maintain roads. A direct donor approach has been made necessary in
the past, and remains so for a few donors, but has failed to
ensure oost effectiveness or sustainability• Efforts to develop
centralized governmental approaches and parastatal oonstruction
canpanies have also failed... In the absence of the prcmul.gation of
a oonsistent set of relevant. pol j cies and budget allocations,
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Tanzania will remain forever dependent upon turn key like, donor
fund~, inport intensive roads projects. Again, USAID/T does not
foresee any factors that 'NOuld cause the abandonm:nt of an
institution-building or systans awroach which focuses on policy
and .institutional refonns.

In addition to these two principle design decisions, two
subsidiary issues are flagged. 'Ibe ~rld Bank plans its pre
awraisal team visit for August, 1988, and then an appraisal team
visit in Novanber. Not tmtil early 1989, does the Bank expect Gar
decisions regarding inteoni..ni.sterial authorities over roads. In
short, the GOT will not be making initial decisions on basic
organizational poliCy until well after the AID sector grant is
signed. Hence, key decisions will be formulated as conditions to
initial disbursement and detailed design; consultancy and other
issues will, of necessity, be left to convenants and to PIIS.
'Ihi.s situation is not as "open" as. it at first appears because of
principles and conditions agreed to in the FY 1987 AEPRP, and the
defacto deregulation of truck rates and of sane grain marketing
OJntrols.

'!he oor is also enbarking on a major reassessment of its national
roads ne~rk. Many sectoral issues will have to be addressed in
a::ining years as the program gains m:mentum. Neither the oor, nor
AID, is in a position to address all of these issues at once.
'Ibpics that are ~rtant but must be delayed include regular
maintenance capacity and responsibility for the minor,
unclassified roads; road service charges; and axle weight rules
and enforcarent.

3. Irnplenentation Risk:s.

'Ibe program approach proposed for this grant entails serious risks
which AID should be prepared. to take. Numerous risks external to
program design blt inherent in AID and oor procedures and in the
inplarentation stage may cause the program design to go away.

(A) AID will need to ensure that it does not get ahead of the
GCfl" s willingness and ability to develop road maintenance
systems. 'Ihi.s will be a 15 to 20 year national priority. '!he
PMD itself represents an initial five year program. AID should
avoid the tatptation to plan other sectoral uses of AID funding
sinply to increase the absorption of planned country levels.

. '.
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(B) 'n1ere will also be a great tanptation during implementation
for AID to be drawn into progressively lower levels of Tanzanian
administration in order to get the job done. mus program is not
being designed to place AID firianced or outside supervisors and
advisers at regional and district levels. Should this happen, it
'NOuld represent policy, institutional and managem:mt failures of
sorts.

(C) Irrpatience may also arise because of the slow release of
eotmterpart if road contracting proceeds slowly and cx::>tmterpart
l:.'ui.lds up. In this case, AID and the oor will need to agree on
alternative developnental uses for cx::>unterpart that at the same
tilre 'NOuld sustain ccmni.tment to the RRD.

(D) Under AID guidance for Program Assistance, local currency need
not be tied when the foreign exchange is linked to a pesitive list
of imported culualities. 'Ibis feature allows local currency to be.
s~rtive of other priorities within the develq:ment budget
without a "build up" of cx::>unterpart,o and a resulting need to
disburse, which can' cause an erosion of road cx::>nstruction
discipline. A similar problan of timing can apply to the FX.
Holding up FX disbursement to ensure that cx::>nditionality is met
can be disruptive of imports.

(E) Rehabilitated roads financed through local currency will not
be designed or reviewed, to rreet standards which AID requires tmder
an AID dollar cx::>ntract (i.e. FAA sections 611(a) and (e) are not
applicable) • 'Ihis risk gives us sane pause in light of AID 's
recent guidance on local currency programning. 'Ib address this
risk, the program will include assistance to the oor to develop
its own standards which ~uld, in all probability, be similar to
AID standards. We cannot and do not intend to hold ,the oor to the
specifics of AID engineering, financial and envirornrental
standards directly. Nor do we intend to exercise direct approval
of rehabilitation contracts road by road.

4. oor Priorities and Capabilities.

'!be oor may not be able to organize and rrotivate its central
ministries to do the job. '!he control ahd allocation of resources
by several interested ministries 'may prove to be a higher priority
than establishing a unified ror ccmni.tment to reform and .
effect!veness. Governmental intransigence may also be explained
by its socialist ccmni.t:ment to decentralization and to "equity"
(no private road cx::>ntractors, no unequal rural growth). '!he ror
may continue to award contr~cts preferentially to parastatals,
despite the oor's ccmni.trnent both in last year 's AEPRP and as
proposed in this doc:urilent to award oontracts inpartially. Control
on the disbursement fran a local currency special aCCOlmt is also
obviously weaker than control on the disbursement of dollars.
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We believe, ~ver, that the leverage of future year programs,
coordinated with a similar World Bank policy objective, will be
sufficient to prevent such a preferentiality fran happening. Even
with techrrlcal assistance ~ we recognize that the CDr may not be
able to develq:>, in a timely manner, the required administrative
capacity to manage such a national effort. '!here is alSo a risk
that the program oould achieve oor systens objectives and yet no
roads. 'Ib minimize this risk, TA is being included. AID can
react to these problens by attarpting· to stay the course, by
becaning llOre intimately involved, or ultimately, by changing
sectoral priorities. It is i.np:>rtant to recognize now that AID
may be forced to decide in 3-4 years that the .program and/or the
program approach must be terminated or drastically rrodified.

5• Private Sector Capacity.

'!here is· very little private sector roads rehabilitation capacity
"out there" in rural Tanzania, or even based in Dar es Salaam.
'Ihis program, like the AEPRP before it, is being designed to bring
the industry along with the direct provision of technical
assistance and equi.prent.

6. Donor· Coordination.

'!here is a risk that donors will not agree sufficiently· with AID
program approach either to ensure the gradual elimination of
direct donor projects or the effective inplementation of such an
approach. We know for example that several donors have large
expatriate road teams in the field and that the World Bank may
support the rehabilitation of parastatal workshops. 'nUs program
approach, therefore, potentially puts us at odds with other
donors. We intend to take a leadership role within the donor
carmuni.ty to persuade other donors to adopt our approach, and in
the medium tenn, to draw in other donors, such as the Japanese. A
systens or program approach, -involving the World Bank and a few
other donors, will require true coll.al:oration in Dar Es salaam and
in donor capitals.

J
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7. Accotmtability.

'!he risk is that no matter how the program is established with
measurable policy am systen indicators , it will be easier to seek
the concrete am to hold USAID responsible for actual works
cxupleted. 'ihe program design will clearly stipulate what the

. program objectives are and how, specifically, they will be
neasured. '!he program will include an acrotmting for all foreign
exchange, and for all local currency to a defined level of release
and accotmtability. AID will exercise its right to ronitor and
audit all foreign exchange· and cash cover deposit records, and
will romtor and auelit the counterpart for full deposit, interest
earned, and fonnal release against agreed ministerial procedures
and .budgets. AID will not approve the release of counterpart· for
each road rehabilitation contract, nor will AID engineering

.approvals of each Contract be required. For program evaluative
purposes, ~t field checks and sample surveys of contractors and
of roads will be lmdertaken to assess the integrity and impact of
systems established.

'!here is also the risk that the rrodified cash transfer procedures·
established under the FY 1987 AEPRP, and which are to be continued

. here, will not adequately se.tVe to control reasonable price or 935
source origin requirements.

As USAID will undertake a financial management review of the
foreign exchange disbursed under its AEPRP in mid IT 1989, this
risk will be assessed at that time.

. .. . ,



-.

ANNEX
K



ANNEX K

AID FUNDED TRANS?ORT SEcrGR ACTIVITIES

1. 621-002 Road Materials Testing and Use 1961-63 $ 30,000

Activity tested soils for use in
building all ~ather rural roads.

2. 621-017 LOW Cost Road Construction 1961 $ 2,000

Financed a Tanzanian to visit U.5.
to receive training on construction
of low-cost earth roads.

3. 621-046 PUblic Works service 1962-70 $ S34 ,000

SUpplied 4 civil engineers for roads
projects. SUpervised various road
cons truction and maintenance.
Analyzed and up-dated 1st 5 year
development plan for roads •

.prepared contract documents for 6
major construction projects.
prepared feasibility studies to
improve roads in National Parks
and also a feasibility study for
the Rwanda-Tanzania road link.

4. 621-047 SoUthern Link Road SUrvey 1~63-71 $ 464,000

Carried out 2 phase engineering
and econanic survey of .proposed
413 mile road linking Dar to the
Zambia border.

621-050 Technical Education 1964-75 $ 1,989,000

Provided trainers for mid-level
engineering technicians and
developed training programs.

6. 621-051 PUblic service Staff SUpport 1964-74 $ 1,423,000

Provided OPEX personnel to train
civil servants and also overseas
training. InclUded were Comworks
staff.
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14. 621-093 MaasaiLivestock & Range Management 1970-81 $ 4,768,000

One canponent of the mu1 ti-sectora1
development project was the
construction of 145 miles of rural
access roads.

15. 621-098 Managanent & Engineer services 1969-75 911,000

Provided TA service and training'
to plan, coordinate am ilnplenent
engineering projects including
roads.

16. 621-118 Tsetse Fly Eradication 1971-77 $ 778,000

One canponent was design for the
construction of feeder roads.

17. 621-143 Arusha Planning & Village 1978-84 $ 14,591,000
oeveloenent

One canponent of the project was
rural road rehabi1 itation as an
extension of the Maasai Livestock
and Range Managenent project
(621-093)

*).."•u:i}



ANNEX
L

IDLE CE' PL 480 IN Rl1\DS SUB-SEX:'IDR

•••• " .' .~••,' '. '". ..' • • •• \ 0. :."•••



ANNEX L
PL 480 PH03RAM FOCUS

The PL 480 program in Tanzania helps ensure that there is an adequate
supply of food to the country's urban population, releases scarce foreign
exchange for economically productive uses, and generates local currency
to support the 'government's Economic Recovery Program.

The primary U.S. food assistance in Tanzania is the sale of grant food
aid under the terms of Title II section 206. Specific objectives of the
program incorporate priority U~ID/Tanzania poli~ and program concerns
directly related to the reorientation of agricultural marketing and rural
roads rehabilitation~ .

In fiscal 1987, the first year of the section 206 bilateral
goverrunent-to-goverI1JTent program, 25,000 metric tons of wheat flour were
supplied for government sale and generated over $ 7.5 million in local
Olrrency•. programming of the proceeds will result in the investment of
the local currency equivalent of 6.5 million dollars in rural roads
rehabilitation projects., A follow-on fiscal program also will provide
food commodities for government sale -- 10,000 tons of wheat flour for
the mainland and 5,000 tons of rice for Zanzibar -- that will generate
5.5 million dollars in local currency for development, the major portion
of which will again be ccmmitted to rural roads rehabilitation. '

In addition to providing the initial local currency resources to
implerrent a rural roads strategy, the PL 480 program has been used by
U~D/Tanzania to support" movement toward structural reforms in
agricultural marketing via poli~ dialogue on self-help measures required
within the PL 480 agreement and through the implementation procedures
established for the program.

Policy objectives identified in negotiations of the first year 206
program included increased agricultural producer prices: liberalization
of intra-regional trucking rates: and the removal of barriers to the
importation and distribution of agricultural inputs. Negotiation of the
FY 1988 section 206 Program centered on privatization of food marketing
and joint mainland-Zanzibar approaches to food aid planning and use of
local currency proceeds.

The quantity of coomodiEy (wheat flour) provided under -the 1987 program
was sufficient to bring about significantly expanded distribution of
wheat flour to the private sector. Private traders who previously had
not received allocations of flour from the parastatal National Milling
Corporation (NK:) were added to the distribution lists approved by
regional carmittees appointed by the Prime Minister's Office. Thiswas
in part a consequence of the availability of the commodity in excess of
the demand of parastatal organizations and private bakeries that
ordinarily have been priority access to flour, a commodity that is
chronically in snort: supply.
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The intent of the 1988 section 206 program is to further institutionalize
private sector participation in the marketing of wheat flour by requiring
that 60 percent of the u.s. flour is made available to private traders
and cooperatives on a "right of first refusal" basis. Expansion of the
private sector role in food distribution and marketing should, in the
medium term, assist in rationalizing transportation infrastructure
investment decisions as well as lay the basis for market determined
pricing of ccmnodities. This would be in sharp contrast to present
practice, which, for example, requires NM: to al:sorb the cost
differential for transportation of commodities from port or processing
sit:es to retail sales locations. Under these circumstances. and with
controlled wholesa~e and retail prices, transportation costs and
inefficiencies terxl to be overlooked as simply part of the parastatal' s
su~tantial operating deficit and growing debt burden.

Implementation of the 1987 program also established a framework for
administration of local Olrrency proceeds. that has emphasized the
respOnsibilities of loc~ governments and the agencies proposing projects
to present rationalized budgets and provide.performance-oriented
reporting to justify co~tinued disbursements. A title II Accounts
CQ'Tl11ittee which is dlaired by the CCTIT1issioner of External Affairs in the
Treasury and includes a USAID representative, reviews and approves all
proposals for project funding: representatives of the Ministry or local
government entity proposing projects are required to justify project
design and budgets. Disbursements are generally made on a quarterly
basis against project reporting of expenditures and performance.
District engineers usually represent rural roads projects before the
Title II canmittee.

A number of changes will be sought in the use of PL 480 local currency
proceeds that are earmarked for support of rural roads rehabilitation.
These will be designed to achieve complementarity between the PL 480
funded projects and the financing provided for rural roads rehabilitation
through DFA program assistance:

Road rehabilitation projects funded by PL 480 local currency
proceeds will be restricted to those areas of the country Where
major road rehabilitation works are planned in ~onjunction with
program assistance i.e. the Shinyanga, Arusha/Kilimanjaro, and
Ruvuma areas.

Roads considered for PL 480 funded-rehabilitation will be the short,
widely dispersed feeder roads linking fields with the larger roads
which have priority for major rehabilitation contracts. In practice
these feeder roeds have been improved or rehabilitated through
projects managed by district engineers primarily utilizing work
gangs rather than heavy equipnent. .

, I
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Tanzania, with a population of 25 million and a land mass of 945,000
square kilometers, has same 120 tribal groups. Of these, 95 percent are
Bantu with the resulting consequence that the majority of the people
share many linguistic and cultural characteristics. Because of these
shared linguistic and cultural characteristics, it can be assumed that
the main social issues of ATAP would be uniform through the whole
Tanzanian population group.

Although the villagization policy has been pursued by the GOr for the
last 15 years, the fouooation of the Tanz.anian society continues to be
the exteooed family. It is through the family that Tanzanians fin:1 .
se01rity. Faniily ties are strengthened by contact and contact in the
rural village setting requires travel. Roads provide the basic means for
families to maintain these contacts: for attending weddings, funerals,
and other celebrations; visits to the sick,.messages, counselling; etc.
Family manbers residing in taNnS are expected to assist other manbers in
getting established with jobs or education. In turn, members in rural
areas provide food for city dwelling relatives - bags of grain once per
month, a few chickens or several dozen eggs, or maybe' an occasional
goat. In Tanzania, there is a constant flow of people between villages
and towns and much of it is by roads, of coorse, if and where such roads
exist.

In addition to the above benefits directly attributable to the social
setting of the country, the rehabilitation and maintenance of rural

. roads, to be attained as a result of ATAP, is expected to trigger
numerous other social benefits such as:

. Education

Good· quality and easily accessible rural road networks are related to
higher quality of education for adults and children in the rural areas,
as teachers and school supplies canmore easily and on a timely basis
readl rural schools.

Health

Improved am accessible rural roads can be used by the sick to reach
government or private hospitals. And in such instances, easier and more
frequent access might save lives, especially Where time is a critical
factor. Also rural people woold have greater access to medical
facilities am supplies. Furthermore the movement of medical personnel
fran the larger h~itals which oversee rural clinics can be facilitated
when there are easily accessible roads.
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community Development Activities

There is a definite and important linkage bet~n roads and ccmmunity
developnent activities i.e. rural water supply , self-help school
corstruction, etc 0' as improved access roads would increase the
likelihood of providing assistance and supplies for these sorts of
carmunity developnent activities more quickly arx1 readily. Cooperatives
and self-help programs are standing national policies in Tanzania and
such programs are camnon in the rural areas. However, their
implementation is usually hampered or delayed due to transportation
diffiallties for suWlies, spare part~, etc.

Provision of Essential Government services

'!'he'Governemt and Party structure exterxls ,frem the national capital to
every village. At the village level, there is a village chairman,
village secretary, and cell leaders. In many cases, there are local
agricultural and livestock extension agents as ~ll. However, contact
between these officials in the villages and their counterparts at the
ward, district am regional levels is often limited due to lack of
adequate transportation facilities. In the case of agriculture and
livestock, tmproved access by road would facilitate production in at
least two ways. First, needed supplies - new varieties -of seed,
chemicals needed for livestock dips, or pesticides and fertilizers 
could be brcught into the carmunities with greater ease. secondly,
supervisory agricultural, livestock, arxl other service agents could
maintain closer contact with the camnunities for which they are
resp:>nsible.

'!'his in turn could result in better camnunication, improved guidance and
more accurate record keeping which would ultimately be of great
assistance in developnent planning and implementation.

Furthermore, Tanzania has sane sort of small-scale disaster almost every
year: floods, crop destruction due to pests, am isolated drought.
Disaster response is hampered because of the poor corxlition of rural
roads. In many areas, it costs as nuch to transport: .relief suppl ies as
it does to purchase them, mainly because of truckers lli reluctance to risk
costly breakdowns, whIch are a ccmnon phenatencn along the rural rOaJs as
they exist nOti.

BENEFICIARIES

Due to the fact that the Tanzanian econany is presently subsistance
Where farmers sell small amounts of surplus th.rough ma!['keting
cooperatives, the impact of improved feeder roOOs is more likely to be
throughout the cannunities rather than to benefit any particular special
interest groops. Nevertheless, there are still very many small
shopkeepers, vehicle owners and private enterpreneurs who

:) Ie
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would benefit differentially fron improved transportation services. ATAP
is also designed to pronote and encourage the development of private road
construction firms and private vehicle owners and truckers.

Those most directly benefiting fram ATAP will be private firms which will
receive contracts to rehabilitate am maintain rural roads and those
traders, merdlants am agents who will be allowed to import canmcx:1ities
umer, the CIP canponent. The Rural Roads Division in M:W will also
benefit fran TA, camnooities and training suWlied by the program.
Transporters using rehabilited am maintained roads will benefit as a
result of less repairs, tire wear and depreciation on their trucks.
Residents of those areas where roads are rehabilitated/maintained will
benefit fram more g<X>ds am services at more affordable costs.

The major social consequences of rehabilitating and maintaining rural
roads are the secomary effects of more effective and less costly
transport of goods and services, providing better access to markets,
health facilities, education, extension services and other amenities. .
The canbination of increased information flow within the rural sector and
bet\tt1een the rural and urban carmunities and the improved transportation
network is likely to accelerate changes in the employment pattern in the
region. There may be more urban migration of wage-earning males, but,
depending on the distance, these workers may seek day-labor that allows
them to return to their rural hane at night. Rural laborers will look
further afield providing a more even distribution of jors. Work
opportunities for unskilled and semi-skilled laborers in road
rehabilitation and maintenance may create incamegeneration during the
off-season for agricultural carmunities. Furthermore, the increased
oI;Portunities for off-farm jors in rural areas may slow the urban
migration that currently exists in Tanzania. To indicate the magnitUde
of such a migration, Dar es Salaam, whidl had a population of 300 ,000 in
1968, now has about 2.0 million people.

Improved roads can be expected to assist vanen by providing better adult
education facilities, easier access to medical facilities, better and
more widely available local services. In addition, the improvement of
communication between local communities and administrative and supply
centers might materially improve the lives of wanen through the
improvement of bet~er maintenance of such facilities as water supplies.
In many instances, ~en now must transport \tater for daily danestic use
over relatively long distances. During the dry season, this work
increases sub3tantially if there are no dependable sources of water for.
danestic use. While there is a considerable roan for improvement on
social services am benefits directed specifically to wanen, there is
little reason to suspect that the ~roved rural roads would entail any
negative consequences for wanen.

;, :
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A few groups may however be adversely affected by ATAP. As roads "open
up" the rural areas to manufactured goods, rural producers - tinsmiths,
local beer brev.ers, etc. - may find their markets disrupted. Also
communities in rural areas not targeted for road
rehabilitation/maintenance will continue to see their primary links
deteriorating.

To conclude, ATAP, by assisting in the developnent of the road
sub-sector, wi+J. sug:>ort an effort that has been identified as critical
to the Econanic Recovery Program teing implemented by the Government.
Hence as the econany picks up, as a result of improvanents in the
transport sector, rene~ enI*tasis can be given to the obvious social
benef its provided by rehabil itated am maintained rural roads: access to
higher levels of p.1blic services, such as health centers, schools,
organized markets; a wider reach of governnent extension services; and
estabiishment of links between villages to encourage social interaction
am mobilization as well as broader community development. Furthermore,
the results of a.rrj such econanic growth will far exceed the few negative
or advance- effects cited- above.

PARTICIPATICN

During the program development and design process, concerned ministries
of the goverment such as the K:W, MFEAP am Pro \\lere consulted While
senior technical officers of the key program implementing ministry, r-x:w,
participated in the preparation of the ATAP document. During these
exercises; the requirements and/or preferences of the r-x:w relating to
tedlnical assistance for the establishment am operations of the RRD, the
recurrent ccsts for rural road maintenance, and the involvement of the
private sector in the rehabil itation am maintenance of rural roads ~re

duely accancdated after thorough discUSSion. The CIP canponent of the
program was developed in consultation with the MFEAP. The World Bank and
many other donors involved with the road sub-sector were also consulted.
Furtheonore, private contracting firms, importers, am local and foreign
consulting fions were interViewed and their cases were considered, as
appropriate, in the preparation of the ATAP document. Thus the concept
ard goals of the ATAP program have been thoroughly explained to those who
will be either directly involved in the implanentation of the program or
who will indirectly benefit from it.

It is worth noting that the ATAP a~roach requires local institutions to
implanent the central minist~ies progran with AID support rather than
direct implementation of the program being the responsib~lity of AID.
The MFEAP and the Bank of Tanzania will be heavily involved in the
implementation of the carmodity import canponent of the program. These
institutions are O1rrently doing similar work uooer the AEPRP progam, and
have gai~ valuable experience in the process Which will be aJ:.Plied to
ATAP Cl Hence it is felt that implenentation of the CIP canp::>nent of ATAP
will pa;e no problems to MFEAP and 8Ol', even if sane procedural
differences exist between the cash transfer am CrP types of programso
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the expansion of the public sector. There is a great deal of
l:ureaucratic red taJ;e associated with new positions in any civil service
am Tanzania is no exception. And there is also the limited pool of
qualified engineers in the plblic sector fran which to staff the
division. It is interesting to note in this regard, that the principal
secretary in the Office of the President, who is also hecrl of the civil
service, has recently' proposed the c;:reation of a special salary scale for
"rare professions." Engineers are secorD on the list after medical
doctors. coupled with the 1988/89 salary increases ancl'improved cenefit
package to civil servants, the engineering profession should soon becane
a more attractive career. In the medium term, this is expected to
ameliorate the engineering staff situation.

To further mitigate any of these possible tmplementation obstacles the
MAP design, with the consultation of the Gar, has tried to:

1. set objectives that are "realistic" to all parties,

2. devise an implementation schedule that can be realized,

3. keep U.5. inputs, TA, training, and camnodities to a
minimum, aOO

4. roild in as muCh GO!' implementation flexibility as possible,
focusing AID efforts toWards ~nitorining and accountabi1it~
only. .

IMPACT

It is not possible for Tanzania, with its limited resources to canplete1y
take over financing for all rural rocrl rehabilitation in the very near
future or even in the medium term. It is, however, possible with .sane
outside financing assistance, for Tanzania to maintain and rehabilitate
roads using both GO!' and private sector manpower and expertise if it
adheres to the ATAP aproach. To the extent that this approach succeeds,
other donors may adopt it. By addressing the umerlying issues of
policy, l:udget allocations, institutional structures and procedures,
rather than the Unmediate proble~ of directly rehabilitating so many
kilanetres of roads in so many years, MAP aims towards a medium to 1ol1g
teen impact lasting far beyon:1 the life of the program.

l
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The MCW will have prime responsibility for the utilization of local
currency generated by ATAP for maintaining rural roads. With the
establishment of a Rural Roads Division and the long-term and short-term
technical assistance canponent of the program, the M:W will be assisted
in the establishment of a system for maintaining rural roads with its own
laoor force am for the rehabilitation am maintenance of rural roads
using local private contracting fiDnS.

Although this program places responsibility for implementation squarely
on the governnent arxl local institutions, there will be semi-annual
reviews to examine progress towards achieving program objecti\leS, as well
as continuous consultation between USAID and the Governnent, private
sector am donors during the implementation of the program. '

Sl:IQ-CULroRAL FEASIBILI'lY

There is general agreement among parties concerned with the objectives of
ATAP. The oor, USAID am other donors believe that the foundation of an
improvement in the road sub-sector must contain the elements of (a)
better policy, (b) consolidated organizational structure 'and (c)
increased budget allocations. In short what should be done is quite
clear. HoW this should be done is another matter arxl in this regard sane
implementation ot:stacles may arise uooer the ATM' program. In the past
donors agreed to build, rehabilitate am sanetimes even maintain certain
sections of roads. This -was done by using international consUltants, 
contractors, heavyequipnent am lots of money. The Gar was responsible
for supplying a pool of unskilled labor,' and mayt:e a few counterparts.
Urxler this project arranganent the roads iooeed got constructed and
rehabilitated. However, after few years, the roads deteriorated as there
was nobody or systems to maintain them. Although there is clearly
something wrong with this approach,it is still widely practiced in
Tanzania. So the first irnplanentation obstacle is that AID's program
approach could be in conflict with the traditional project approach that
is prevalent in Tanzania.

The semi-annual reviews and the planned continuous consultation t:etween
u~m and Gar during the progran implenentation is expected to gauge,
measures am identify specific otstacles which could wark against
achievenent of progran objecti'les am recarmerxl any ranedial actions. In
this regard the long term benefits and advantages of the prOgram approach
will be re--anphasised to GO!' instutitions for plrpcses of curbing any of
the possible implementation otstacles. .

Another critical element of ATAP is the establishment of a Rural Roads
Division in~. The political aspect of this program element has
already been discussed. Consolidating technical, aJrninistrative and
financial responsibilities for rural road rehabilitation and maintenance
might be viewed by sane as running contrary to the long - establ ished
policy of de-centralization. It shoold be noted, however, that all
relevant ministries have already agreed in principle to the RRD. There
are other obstacles as well. The IMF - Gar agreerent imposes limits on
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