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AFRIUA MICTONAL - TAN-ZAM HIGHWAY

PHASE 111 (CONSTRUCTION) AMENDMENT

1. INTRODUCT IO

An ALT.D, loan ot $7.% million was authorized in June, 1969, for U, S,
Costls ot constructing Y8 mules ot the Tan Zam Highway (TZH) between the outskirts
ot Morogoro and the outskitos of bar es salaam, in Tanzania. At that time, the
Government ot danzanta (GO asked AJ1,D, to consider financing a higher proportion
of total conty ot the road than provided under the initial loan, and also to
consider tinancing additional short sections of the road on both the Morogoro and
Dar vs Salaom ends when decisions were made as to the location of the byvpassces on
vach end,  In September, 1969, a decision was made on the Moroporo bypass location
which determined the precise lTength of the road as 112 miles.  The GOl subsequently
requested and AJLLD, concurred in letting bids for construction of this entire
lenpth, with the understanding that A,1.D. financing ot the additional length
would be subjuct to cconomic justification and the availability of tunds,

Construction ot the varjous scections of the entire Tan Zam Highway
described in the original loan paper is for the most part proceeding satisfactorily.
Construction of the Tunduma-lyayi section of the road in Tanzania, also being
assisted by A T.D, under Loan 6Y8-H-005, is on or ahead of schedule in most
respeets,  All conditions precedent to disbursement of Loan 698-H-007 for con-
struction of the 98-mile Dar-Morogoro section have been met except for executing
approved construction and construction supervision contracts, both of which are
under review., A construction bid award for the entire 112 miles is expected to
be made this month, and construction should begin shortly thereafter.

11, ENGINEERING ANALYSIS

A, Dar-Morogoro Road Construction

1. Description of Project

The proposed amendment provides for a l4-mile extension to the
98-mile section of the Tan Zam Highway to be constructed between Dar es Salaam
and Morogoro under Loan 698-H-007. The entire 112 miles will be reconstructed,
on both existing and new alignment, to the following standard of design (see
Annex II, page 21 for full discussion):

SURFACE -- 22 feet of 1% inch asphaltic concrete;

BASE -- 4 inches of either crushed stone or asphalt stablized
sand base;

Two 5-foot gravel shoulders;

Roadway structure designed for 9,000 lb., wheel load.



n}q’rﬁzlq F_IAH U§E

- i ai_”a /|

i
/i A
oLy

4

U

2. Construction and Engincering Cost Estimates

a, Construction Costs - The GOT received on June 12 and is now
considering the following proposed award of the construction work:

U.S. Cost Local Cost Total Cost
Dar-Morogoro Road $7,521,000 $5,014.000 $12,535,000
(60%) (40%)

This construction cost averages about §$112,000 per mile ($120,000
per mile including a 7% contingency) which compares favorably with other Tan-Zam
Highway construction costs in Tanzania, as follows:

Per Mile Costs

Tunduma-Iyayi $113,000 (U.S. firm)
Iyayi-Mahenge 84,000
Mahenge-Morogoro 118,000

The award under consideration by the GOT is to Nello Teer, Inc.,
Durham, N. C., the U.S$. firm which is carrying out the Tunduma-Iyayi work for
essentially the same per mile cost,

The award now being considered is the result of requesting new
proposals for the work after bids received in March 1970 were rejected by the
GOT as excessive in price. The new figure is about $625,000 lower than the low
bid initially received in March.

The contract specifies a 36-month construction period,

b. Enginecring Costs - The construction supervision will be
carried out by DeLeuw, Cather International (DLC) engineering consultants under
a contract now being negotiated with the GOT. The present estimated cost of the
contract is $880,000, which includes a 10% contingency in case additional
personnel are needed and/or the construction period stretches out, Total
engincering costs (including design costs of $303,000) represent about 8.87 of
the construction cost. This figure is considered reasonable, since road design
and supervision costs usually fall within the 10-15% range, depending upon the
extent of structural work required. Structurzl work on this project is at a
minimum since existing structures are incorporated in the new alignment wherever
possible.

3. ITechnical Soundness - DLC prepared construction cost estimates
based on their experience in Tanzania, where the firm is supervising construction
of the Tunduma-Iyayi road financed under A.I1.D. Loan 698-H-005 and also IBRD
financed portions of the TZH. The award being considered is within 1% of tne
engineers' estimate, and serves as a valid cost basis for consideration of this
Loan Amendment,

With the above-noted data as a basis, i: can be concluded that
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the peoi*ct and its estimated costs for completion are sound and meet the
requsenents of the Foreign Assistance Act (FAA) Section 611. Other certifica-
tions in the engineering/technical area (FAA 201 (b) (2), and (e)) were met 1in
the original capital assistance paper for Loan 698-H-007 and, to the extent
necessary, have been updated kerein,

4. Implementation Schedule

The following is the estimated implementation schedule for
construction:

June 22, 1970 Authorize Loan Amendment

June 30, 1970 Award Construction Contract

July 15, 1970 Start of Contractor Mobilization
October 15, 1970 Start Construction

Aucust 1973 Completion of Construction

B. Enginecering Design of the Port Access Road

fngincering design of the port access road will be performed as the
second stage of a two-stage contract, provided the first stage confirms the
cconomic and technical feasibility of constructing the road along the route
selected by the GOT, Sece Scction IIT below for discussion of stage one of the
contract and of the ecconomic feasibility analysis performed to date.

At present, the TZH terminates at Ubungo on the outskirts of Dar es
Salaam, and the heavy TZH traffic is routed through the narrow, heavily-congested
local street system to reach its vltimate destination, the port of Dar es
Salaam,

As part of a master development plan for Dar es Salaam prepared by
a Canadian consultant (Project Planning Associates, Ltd.) in 1968. several
routes for connecting the Ubungo terminus with the port were examined. The
route recommended was subsequently approved by GOT municipal and national
authorities. Preliminary planning indicates that the 7.5-mile route will carry
traffic volumes requiring four-lane design. Design details will be confirmed
during the proposed engineering design. Design standards of width, curvature,
structural loading, ctc., will be consistent with the standards adopted for the
other sections of the TZH.

The work will also include such supplemental traffic and economic
studies as are nceded to develop the design and construction plans.

The cost of the final feasibility and design work is estimated as
follows:
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u,S, Costs Local Costs Total
Feasibility Analysis $ 25,000 $ 5,000 $ 30,000
Design (Preliminary 175,000 25,000 200,000
and final)
Total $200,000 $ 30,000 $230,000

The final feasibility ana.ysis is expected to begin in July, 1970,
and be completed in September, 1970. 1If, as expected, the feasibility of the
selected route is confirmed, preliminary and final design is expected to begin
in September, 1970 and be completed by July, 1971,

Preliminary estimated construction costs for the port access road
are as follows:

U,S. Costs Local Costs Total
Construction $2,450,000 §1,050,0n0 51,500,000
Engineering Super- 200,000 50,000 250,000
vision
$2, 650,000 “1,100,000 $3,750,000

111, ECOMOMIC ANALYSIS

A, Dar-Morogoro Construction

The original loan paper noted that financing for the additional 14
miles proposed for financing herein, as well as the initial 98-mile section,
would have been proposed for financing under the original loan had the location
of the westernmost terminus of the road, at the point where it will eventually
be connected to a bypass road around Morogoro, been known., Such financing of
the entire 112 miles would have been justified on the basis of the cost/benefit
analysis presented in the original paper, which indicated a composite internal
rate of return (IRR) of 21% for the entire length of road analyzed between Dar
and Morogoro,

1. The Additional 14 Miles

Reference was also made, however, in the original loan paper,
to a Summary Assessment of the Dar-Morogoro Highway prepared by DeLeuw, Cather
in March, 1969, which indicated a lower IRR for the westernmost 27-mile portion
of the entire road, within which falls the 14 miles of additional loan proposed
herein for financing. Deleuw Cather was therefore asked to update its analysis
of this section of the road, using current information on traffic density, road
condition and other relevant factors, to determine whether financing of this
section is economically justified. This updated analysis is presented in Annex
IV attached, and indicates a benefit/cost ratio of 1.21:1 at a discount rate of
15%. The IRR for the additional 14 miles is 21%. The increase over the
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originally-estimated IRR is due primarily to revised trarfic projections, based
on actual counts during 1968 and 1969, that are substantially higher than carlier
projections., This in turn is partially due to these counts having been taken

at locations closer to Morogoro than the original counts, which results in the
new counts recording local traffic around Morogoro that was not reflected in the
original counts. In addition, the original analysis addressed only heavy.
commercial traffic, and did not consider road user benefits for passenger
vehicles,

2. The Fntire 112 miles - The economic analysis of the entire 112
milces has been recalculated because the construction costs of $120,000 per mile
arc higher than the $100,000 per mile estimate used in the original loan paper's
benefit/cost analysis. Anncx V presents the revised calculations, which illustrate
the IRR is reduced only slightly from 217 to 17%. This is, of course, still a
very favorable IRR, It would be still higher if the user-<aving benefits had
also been revised upward (as they should be) to reflect the same price inflation
that has affected construction costs since the original estimates.

In summary, it appears that the cconomic justification is
strong, solely on the basis of vehicle and maintenance savings benefit analysis,
for construction both of the entire 1l12-mile road and the l4-mile section on the
western end.

In addition, as noted in the original loan paper, therc arce
secondary cconomic benefits attributable to the improved road that were quanti-
fied in the original Stanford Resecarch Institute (SRI) feasibility study but
excluded in the DLC analysis and original loan paper. Theoe benefits are the
increased production and income, primarily agricultural but multiplying through
other scctors of the cconomy as well, resulting from improved road access from
interior Tanzania to Dar c¢s Salaam and the Port of Dar.

B. Port Access Road Feasibility Analysis and Engineering

As part of a master development plan for Dar es Saleam prepared by
a Canadian consultant (Project Planning Associates Ltd.) in 1968, several routes
were cxamined for connecting the TZH terminus at Ubungo with the port. Prelim-
inary fcasibility analysis was done, including traffic and tonnage estimations,
One route¢ was selected as being clearly preferable to the other two for the
following reasons:

1. It would bypass the city, resulting in lowcr compensation
costs for property demolition within the right of way.

2. It would serve the eotire industrial area planned for
development outside Dar es Salaam.

3. It would open up and serve 3,000 residential plots already
chosen by the National Housing Corporation for development as industrial-worker
housing,

Additional economic analysis to confirm the feasibility of this
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route 1s, however, needed to provide benefit/cost quantification and to confirm

that less costly alternatives to a new route

through town) are not feasible or preferable,

Iv, FINANCIAL ANALYSIS

A,
follows:

The
higher than
consists of
original 98

Bl

Financial Requirements:

1. Dar-Morogoro Con-
struction (112
miles)

Construction
Contingency
Sub-Total

Engineering
Supervision

Contingency
Sub-Total

Dar-Morogoro
Construction

2. Port Access Road
Final Design
Feasibility

Analysis

Total Financial
Requirements

(e.g., widening the existing road

The total financial requirements are as

U.S. Costs Local Costs Total Costs
$7,521,000 $5,014,000 $12,535,000
__ 526,470 _ 350,980 877,450
$8,047,470 $5,364,980 $13,412,450
720,000 80,000 800,000
72,000 8,000 80,000

$ 792,000 S 88,000 $ 880,000
$8,839,470 $5,452,980 $14,292,450
$ 175,000 $ 25,000 $ 200,000
25,000 5,000 30,000

$ 200,000 $ 30,000 $ 230,000
$9,039,470 $5,482,980 $14,522,450

total Dar-Morogoro construction costs of $14,292,45C arc $3,392,400

the $10,900,000 projected in the original loan,
the additional 14 miles at $1,786,554

miles at $1,605,846

Financial Plan-

The increase
and the increased cost of the

The financial plan for the project is as foll ws;



Original A.1.D. Loan
Loan Amendment
Total A.I1.D.

Original GOT Contri-
bution
Additional GOT Contri-
bution
Total GOT

Total

-7-

U.S. Costs
$7,500,000

1,539,470
$9,039,470(100%)

$9,039,470(62%)

LIMITED OFFICIAL USE

Local Costs

$1,000,000

$1,000,000(18%)

$3,400,000

1,082,980

$4,482,980(82%)

$5,482,980(38%)

Total Costs

$ 7,500,000

2,539,470

$10,039,470(69%)

$ 3,400,000

1,082,980

$ 4,482,980(31%)

$14,522,450

A.I.D. proposes to finance all U.S. costs of the project and $1,000,000

in local costs (187 of total local cost requirements).
remainder of the project.

project.

The GOT will finance the

Under the original loan, A.I.D. planned to finance
69% of the total project costs, which represented the U.S., cost comr:n: nt of the

cost breakdown rather than the split originally estimated.
additional A.I.D. assistance so that the burden of financing the expanded project

and increased costs will be carried proportionately by A.I.D. and the GOT.

However, the award under consideration has a 60% U.S. cost/407% 1:z.al
The GOT has requested

A.1.D.

financing of the local cost component proposed above will maintain A.I.D.

financing at the 69% level of the original loan.

the GOT's need for local cost financing.

Section IV. C. below explains

The terms of the loan amendment would be the same as the original loan:

maturity of 40 vears, including
during the grace period and 3% thereafter; repayment of i

in U.S. dollars.

a 10-year grace period; interest at 2% per annum
nterest and nrincipnal

C. Justification for A.I.D. Contribution to Increased Costs and Local

Costs

Even before the higher-than anticipated costs of the Dar-Morogoro
section of the Tan-Zam Highway became known, it was rightly observed in the
Second Tanzanian Five-Year Plan (1969 - 1974) that "the construction of the
Tan-Zam Highwav over-shadows all other developments in the /_transport/communica-

tiorns_/ sector, particularly during the first three years of the Plan.

Spending

on other communication projects will be less than would otherwise have been
desirable because of the Lheavy spending necessary on the Tan-Zam Highwayv . During

the First Five-Year Plan, a large emphasis was laid on Trunk Routes.

It is

expected that a better balance will be achieved during this plan as between

Trunk Routes and Feeder Roads.

Increased emphasis has been given to minor

feeder roads wherever agricultural potential can be shown and identified." 1/

1/ Five-Year Plan, Vol, II, p. 80

S
‘"
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The Tanzsnian Minister of Finance, in a letter of May 1969 to the U,S,
Ambassador, noted similarly that a disproportionately high contribution by the
GOT to Tan Zam Highway construction costs '"is bound to compel us to delay still
further the construction of a number of feeder roads throughout the country,
Already we have accepted a certain distortion in our total road programme to the
detriment of feeder roads, and this further strain could prove extremely scrious,"

A.I.D  endorses this r cognition by the GOT of the importance of devoting
resources within the tyansport scctor, as soon as possible, toward feeder road
construction, which is an indispensable pre-requisite to development of the
crucial agricultural sector in Tanzania. An extensive A.L.D.-financcy feasibility
study and recommended prog . am of road construction has just been completed, It
concludes that every propesced feeder road studied has a rate of return of greate,
than 10%, and many a much higher return than this, solely on the basis of narrow
user-saving benefits and without considering the even more important secondary

ceconomic benefits, Too B Piearion of this studev je that the feeder-road
construction program, it accompanicd by the other links csoential to agricultural
development, will make a major contribution to Tanzania's cconomic development

and to the improved living standards of the rural masses,

Since the TZH is an ongoing program that must be completed before new
programs can commence, the best way A,I,D. can assist the GOT Lo accelerate
progress toward the important feeder road construction program and thereby
development of the agricultural sector, is to provide such assistance as will
permit S0t to complete the Tan Zam Highway as soon as possible,  Tue resultant
acceleration of the feeder road construction may indeed provide greater cconomic
justification for contributing to completion of the Tan Zam Highway than the
more narrow user-saving benefit analysis associated with the Highway itself,
favorable as that is,

The importance of helping the GOT with the increased cost of the Highway
to avoid reducing GOT expenditures on other road construction becomes apparent
when one notes that the Second Five Year Plan projects the cost of the Tanzanian
scctors of the Tan Zam Highway during the 1969-74 Plan period at 394,000,000
shillings (about $56,300,000), or 48% of total planncd investment in roads and
airports during 1969-74 (sec Annex V1, attached). The Tan Zam Highway, then,
is by far the single largest project in this sector during the entire Plan
period, dwarfing all other programs; and any significant increasc to the GOT in
the cost of the Highway thus also represents a decrease in the funds available
for other road construction programs. OLince, as indicated, such programs as the
feeder road program are of high priority for Tanzania's development, A,1.D,
should assume at least a portion of the increased local costs of the TZH in the
interest of furthering these prioritics.,

This is particularly true because the U.S. -  local cost breakdown for
the Dar-Morogoro road is approximately 60%-40%, as r posced to the original
estimate of 68%-32%. This means that, if A.I.D, only finances U.S. costs, the
GOT would have to finance all increased local costs stemming from the change in
U.S, cost/local cost brecakdown., The proposed A,I.D, local cost contribution of
$1,000,000 will assist the GOT in financing these increases, although the GOT
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ANNEX I
Page 1

CHECKLIST OF STATUTORY CRITERIA
DEVELOPMENT LOAN FUND

Many of the questions require only yes or no answers. Others, however,
must be answered more fully. In those cases, a specific reference to
explicit discussiun of the matter in the loan paper will suffice. But
where the loan paper does not deal explicitly with a matter that clearly
requirec more than a yes or no response, sufficient response must be
made to indicatc that the matter has been appropriately considered,

The following abbreviations arc used in the checklist:

FAA - Foreign Assistance Act of 1961, as amended, incorporating amcndments
cffected by the Foreign Assistance Act of 1968,

App. - Foreign Assistance and Related Agencies Appropriations Act, 1969,

Space for answers is provided in the margin to the right of each question,
This form must be made a part of the Capital Assistance Paper.

I. COUNTRY PERFORMANCE

A. Progress Towards Country Goals

I. FAA 88201(b)(5), 201(b)(7),
201(b)(8), 208, Discuss the extent

o which The country is:

(a) Making appropriate Satisfied. Tanzania has given
efjbrts.to increase food appropriate emphasis to increasing
production and improve food production, rating the agri-
mgans_fbr food storage and cultural sector as its first develop-
distribution. mental priority.

Satisfied. The GOT has signed an

(b{ Creating a favorable Investment Guaranty Agreement.
cZLmatg for foreign and Domestically, investors are encour-
domegtzc private enterprise aged to engage in all but those
and investment. ventures which are deemed to be too

crucial to be left in private hands.

(e) Increasing the people's Satisfied. The Arusha Declaration

role in the developmental placed prime emphasis on develop-

process. ment as a responsibility of "rural
peoples.”



(d) Allocating expenditives
to developiaent rather than to
unnceegsary military purposoes
or intarvention in othep Fraoo
countriea' affaira, '

(e) Willing to contributa
funds to the project or

progranm,

(f) Making econamic,
social, and political
reforms such as tax
collection improvements
and changes in land tenure
arrangement; and making
progress toward respect
for “he rule of law, '
freedan of expression

and of the precs, and
recognizing the importance
of individual freedem,
initiative, and private
enterpriee,

(g) Responding to the
vital econanic, political,
and soctal concerns of its
people, and denonstrating
a clear determination to
take effective self-felp
measures.

Satisfied, Major budget
allocations are to develop-

ment and major non-dofense
budgets, See Item D. 2 below.

Satisfied, The coT is financing
more than one-fifth of the TzH,
and one-hglf of the cost of that
part of the TZH which lies in

Tanzania,

Sati.fied. Within the limits of
the segment of the population
in the money econoiy, a tax
system has been established.
lands are developed outside of
the traditional tribal holdings.
Land tenure is not a major problem
in Tanzania. Tonzania, although

1t has a party-controlled news-
paper, allows freedom of expression
and of the press, It rccognizes
the importance of individual free~
dom and initiative to a greater
extent than do most other African
countries, and encourages private
enterprises within tho constraints

New

‘imposed by its Social Domocratic

philosaophy.

Satiéifed. The Arusha Deciaration
and the Doctrine of Self Reliance
satisfy this requirement,



B,

Relations with the United States

1. FAA 8620(c). Is the govern-
ment indebted to any U.S. citizen
for goods or services furnished
or ordered where: (a) such
citizen has exhausted available
legal remedies, including
arbitration, or (b) the debt is
not denied or contested by the
govermwent, or (c) the indebted-
ness ariees wider such govern-
ment's, or a predecessor's
unconditional guarantee?

2. FAA 8620(d). If the loan is
intended for construction or
operation of any productive enter-
prise that will canpete with U.S.
enterprise, has the country agreed
that it will establish appropriate
procedures to prevent export to
the U.S. of more than 20% of its
enterprise's annual production
during the life of the loan?

Satlsfied,

No such

indebtedness exdsts.

Satisflied,

Not applicable,



3. Faa 8620(e)(1). Has the
country 's government, or any
agency or subdiviaion thereof,

(a) nationalized or expropriated
property owned by U.S. citizens

or by any business entity not less
than 50% beneficially owned by
U.S. citizens, (b) taken steps to
repudiate or mullify existing
contracts or agrecments with such
citizens or entity, or f(e) imposes
or enforced discriminatory taxcs
or other exactions, or restrictive

maintenance or operation conditions?

If so, and more than stx months has
elapsed since such occurrence,
identify the document indicating
that the govermment, or appropriate
agency or subdivision thereof, has

taken arpropriate steps to discharge

its obligations under international
law toward such citizen or entity?

If less than six months has elapsed,

what steps 1f any has it taken to
discharge its obligations?

4, FAA 8620(j). Has the country
perm tted, or failed to take
adequate measures to prevent, the
damage or destruction by mob action
of U.S. property, and failed to
take appropriate measures to pre-
vent a recurrence and to provide
adequate compensation for such
damage or destruction?

Satisfied. On only one occasion
has the GOT nationalized propert
owned by U.S. citizens. In 196

a plantation belonging to

Mr. and Mrs. William Kneib was
expropriated. Appropriate steps
were taken by the GOT to
discharge its obligations and set~
tlement of the claim was reached
in 1968. Ref: State 187268.

Satisfied. There has been no
such action against U.S.
property in Tanzania.



S, Fa 8620(1). Has the govern-
ment ingtituied an irwaatngn(:
guaranty progran under

FAA 8221(D)(1) for the specifia
rigks of inconvertibility and
eéxpropriation or configeation?

6. FAA §620(0): Fisherman's
Protective Act of 1954, as amended,
Sectron 5, Has the cowntry scized,
or uiposed any penalty or sanction
againgt, awy U.5. fiohing vessel on
accowtt of its fishing activities in
tnternational waters? If, ac a
regult of a seizure, the U.S.G. hao
made reinbursem:nt wnder the pro-

Satiafied. Tanzania has
instituted the Inventment
Guaranty Program,

Satisfied., No such incident.

visions of the Fighermw's Protective
Act and such amowit has not been paid

in full by the seizing country,

identify the documzntation which
deseribes how the withholding of
assistance wider the FAA has been

! or
will be accorplished, '

7. FAA 8620(q). IHas the cowrtry
been.in default, during a period
in excess of six months, in pay-
ment to the U.S., on any FAA loan?

8. FAA 8620(t). Have diplamatic
relations between the country and
the U.S. been gevered? If so,
have they been renewed?

8. App. 8106. Describe any
attempt made by the country to
create distinction because of
race or religion in granting
personal or comnercial access or
other rights otherwise available
to U.5. citizens generally.

Satisfied. The GOT. is not
in default cn any loan,

Satisfied, No break in
diplomatic relations.

Satisfied,
is made.

No such distinction



C.

D.

Relations with Other Nationg and

the U.N.

I. FAA 8620(i). Has the couwntry
baen offtotally repracented at

any international conference when
that representation ineluded planning
activities involving inswrrection

or subversicn directed against the
U.S. or countries receiving U.S.
assistance?

2. FAA 85620(a), 620(n); App.
$8107(a), 107(b), 116, Has the
country sold, furnished, or per-.
mitted ships or aireraft under
its registry to carry to Cuba
or North Viet-Nam items of
econanic, military, or other
assistance?

3. FAA 8620(u); App. $114, What
18 the status of the country’s
U.N, dues, assessments, or other
obligations? Does the loan agree~
ment bar any use of funds to pay
U.N. assessments, dues, or
arrearages?

Military Situation

1. FAA §620(i). Has the country
engaged in or prepared for
aggressive military efforts
directed againot the U.S. or
countries recetving U.S,
assistance?

Satiefied. The gor has
attendoed no such oonforence,

Satisfiod. No such trafficking
has taken place,

Satisfied. The, cOT.-is not in
default on its international
obligations., Loan Agreement
will forbid use of loan funds
for any purpose unrelatews to
the project.

Satisfied. It has not
in any such activity,

engaged’



2. FAA B620(s). HWhat is (a)

the percentage of the country's
budget devoted to military pur-
poses, and (b) the amount of

the country's foreign exchange
regources uged to acquire
military equipment? Ie the
country diverting U.S. develop-
ment asgistance or P.L, 480

sales to military expenditures?
Is the country diverting its

own resources to wmecessary
military expenditures? (Findings
on thece questions are to be made
for each country at least ~nece
each fiscal ycar and, in addition,
as often as may be requirced by a
material change in relevant
circumstances.)

3. FAA_8620(v); App. §119.

Has the coun*ry spent monéﬂ'fbr
sophisticated weapons systems
purchased since the statutory
limitation became effective? If
80, identify either (a) the
documentation which describes

how the withholding of an equiva-
lent amount of A,I.D. assistance
has been or will be accomplished,
or (b) the Presidential determi-
nation that such purchase ig
important to the national security
of the U.S. so that no withholding
18 necegeary.

Tanzania has devoted 6.8% of its
budget to military purposes and has
used 0.55% of its foreign exchange
resources to acquire military
equipment. Tanzania {s not
dlverting any U.S. assistance to
military expenditures, nor is it
Yiverting its own resources to
unnecessary military expenditures,
The Symington InterAgency Committee
has placed Tanzania on the "green
light" 14st.

Answer to first question 1s no.
Last item not applicable.



II,

CONDITION OF THE LOAN

A,

General Soundnessa

-- JInterest and Repayment

1., FAMA §ﬁ301(dLh_gglLbL53). Satisfied. The rate of interest is

Is the rate of interesi excessive not considered excessive or unreasonabl.
or unreasonable for the borrower? for the borrower. See Section V.C.

Are there reasonable prospects for for prospects fci repayment. See
repayment? What is the grace "Summary and Recommendations" for
period interest rate; the followinginterest terms. The rate of interest
period interest rate? Is the rate is not higher than Tanzania's

of interest higher thar the applicable legal rate of interest.
country's applicable legal rate of

interest?

Financing

1. FAA 8201(b)(1). To what extentSatisfied. See Section V.C. ¢f the
can financing on reasonable terms A.I.D.-DIC/P-846 paperl/ The

be obtained from other free-world Export-Import Bank has restated (May
sources, including private sources 1970) that it is not interested in
within the U.S.? financing this project.

Economie and Technical Soundness

1. FAA §6201(b)(2), 201(e). The Satisfied. See Sections I, II, III
activity's economic and technical and IV of the AID-DIC/P-846 paper, and
soundness to undertake loan; does see Sections IT and ITIof this paper.
the loan application, together

with information and assurances,

indicate that funds will be used

tn an econonically and technically

sound manner?

1/ This and all subsequent references in this statutory
" checklist section to the AID-DIC/P-846 paper refer to
Annex II, which consists, of that paper.


http:consists.of

2. FM $611(a)(1). Have
engineering, financial, and
other plans necessary to
earry out asoiatanoe, and a
reagonably firm estimate of
the cost of assistance to
the U.S., been completed?

3. FAA 8611(b); App. 8101,

If the loan or grant is for a
water or related land-resource
construction project or program,
do plans include a cost-benefit
computation? Does the project
or program meet the relevant
U.S. construction standords

and criteria used in determining
feasibility?

4. FAA 8611(e), If this is a
Capital Assistqree Project with
U.8. finaneing in excess of $1
million, has the principal A.I.D.
officer in the country certified
as to the country's capability
effectively to maintain and
utilize the project?

Relation to Achievement of Country

and Reqional Goals

Couniry Goals

1. FAA 88207, 281(a). Describe

thig loan's relation to:

a. Institutions needed for
a demoractic soctety and to
assure maximun par-leipation
on the part of the people in

the task of econanic development.

Satisfied. See Section IV of the
AID-DLC/P-846 paper and Sections IT
and IV of this paper.

Satisfied. See Section III of the
ATD-DIC/P-846 paper and Section IV
of this paper.

Satisfied. See Annex II (i) of the
ATD-DIC/P-846 paper. The USAID
Director has confirmed by cable of
May 15, 1970, that the certification
is still vglid.

Satisfied. Althcugh this loan has no
direct relation to this stated goal,
opening up of Tanzania's interior is
certainly a prerequisite to any serious
effort at democratizing ite gocletyw
and increasing the involvement of its
people in the task of devzlopment.
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b, Enabling the country to
meet its food needs, both fron
1t6 own resources and through
development, with U.S. help,
of infrastructure to support
tnereased agricultural
productivity,

¢. Meeting inereasing need
for trained manpower,

d. Developing programs to
meet public health needs,

€. Aseisting othep tnportant
econanic, political, and gocial
deve Lopment; activitics, iuelude
ing industrial development;
growth of free labop witong;
coopcratives and voluntary
agencies; tmprovement of
transporiation and canmot cq-
tion gyctemt; capabiittics

for plawning and prblie
adninietration; wrban
development; and modernizstion
of existing laws,

2. £§4~ﬁﬁ01(b{f4). Leseribe the
aqtivity’6~25§}£5Ybncy wWith and
relationohip to other development
aotivitico, and ity contribution

to realizabla lorg-range objaotivaa,

Batisfied. One benefit to be
derived from this project is the
increased facility of transport

of agricultural produce, primarily
from the interior to the coast.

Satisfied. No direct relevance.
Indirectly, maintenance of this
facility will involve the training
of numerous personncl.

Satisfied. Not applicable.

Satisfied. This project will have
a direct positive influence on the
develcpment of industry along ita
length, the improvement of trange
portation and communicat;on
systems, and, comewhat less
directly, the growth of urban
arecag,

Satisfied, geo Béction IIX.F
of the ATD-DL:/P-U6 pupor,
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3. FaA 8201(b)(9). HOw will the
activity to be financed contribute

to the achicvement of self-sustaining

growth?

4. FAA 8201(f). If this i a

project loan, describe how guch
projecet will pronotc the cowntry's
econanie development, taking into
account the country's human and
material resource requirements
and the rclationship betwecen
ultimate objcctives of the
project and overall economic
development

5. FaA 8201(b)(3). In what ways
docs fhl activity give rcasonable
pramisc of coniributing to
devclo;nont of eccnanic resourees,
or to inereace cf prc luctive
capactitics?

6. FAA En8I(b).  How doce the

proqruw wn 1oider uh.(h acstatance 1o
px'om(h Jopeeogniae the part tenlar
needs, d.afrﬂﬂ, and capacitios of

the cowtrds poeopley u{rh.q Hu"
ASNT ISV Do Hleetedd vesone
Looon roann Trtd ..n.m..f e I("‘-—
menty and s port efvie .Ju<u..0n
and training DnoelH Dy reguired

for restioe fedpation in
p(?l ‘-‘.ll f‘l‘«h‘t'.’h’ﬂ'.‘?.

" ’
i‘u"s

Satisfied. See Sections I and
III of the AID-DLC/P-846 paper.

Satisfied. See Section III of
the AID-DLC/P-846 paper.

Satisfled. See Section III of
the AID-DLC/P-846 paper.

Satisfied. The A.I.D. program in
Tanzania has been developed and
pursued with all of these
criteria {n mind.
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?. FAA 8601(a). How will

this loan encowrage the country's
efforts to: (a) increase the
flow of tnternational trade; (b)
foster private initiative and
competition; (c) encourage
development and use of coopera-
tives, 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 uniong?

8. FAA B202(a). Indicate the
amount of money under the loan
which is: going directly to
private enterprise; going to
intemediate eredit institutions
or other borrowers for use by
private enterprise; being used
to finance imports from private
sources; or otherwise being used
to finance procurements from
private sources.

9. FAaA 8611(a)(2). What legisla-
tive action 15 required within the
rectpient cowitry? Fhat is the

basis for a reasonable anticipation

that such action will be completed

in time to peimit orderly accompligh-

ment of purposec of loan?

Satisfied as to (a), (b), (c),
(d), and (e). See Sections III
and VI of the AID-DIC/P-846 paper.
There is no information es to (£).

Satisfied. The entire loan
amount will finance goods and
services from private sources.

Satisfied. No legislative
action is required.
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2. FAn 88612(b), 636(h). What
steps have been taken to assure
that, to the maximum cxtent possible,
forcign currencics owned by the

U.S. and local currencies contri-
buted by the cowntry are utilized

to meet the cost of contractual

and other services, and that U.S.
foreign-owned currencies are
utilized in lieu of dollars?

3. FAA 8601(d); App. €115, If
this loan 1s jor a capital pro-
jeet, to what cxtent has the
Ageney cncouraged utilization of
engineering and professional
gervices of U.S. firms and their
affiliates? If the loan is to be
wsed to finance direct costs for
construction, will any of the
contractors be persons other than
qualificd nationals of the country
or qualificd citizens of the U.5.7
If so, has the required watver
been obtained?

4. FAA 8608(a). Provide infor-
mation on measures to be taken to
utilize U.S. Governmment excess
personal property in lieu of the
procurement of new items.

5. FAA 6602, What efforts have
been made to assist U.S. small
businesc to participate equitably
in the furnishing of commodities
and services financed by thie
loan?

Satisfied. The GOT contribution
is the maximum contribution
permissible given the country's
financial situaticn. The U.S
has no Tanzaniean currency that
could be used in lieu of dollars
for its local cost contribution.

Satisfied. Only U.S. engineerin
professional services will be
used. Regulation 7 will be a
part of the construction contrac
last item was not applicable.

Satisfied. To the extent
practicable, excess property
will be utilized.

Satisfied. USG competitive
bid procedures will be followed.
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6. FAA 8621. If the loan pro-
vides teclinical accistance, how
15 private enterprise on a con-
tract basis utilized? If the
facilities of other Federal
agencies will be utilized, in
what ways are chey particularly
suitable; are they competitive
with private enterprise (if so,
explain); and how can they be
made available without undue
interference with domestic
programns?

?. FAA 8611(c). If this loan

- involves a contract for con-

struction that obligates in
excess of $100,000, will it be
on a competitive basis? If not,
are there factors which make it
impracticable?

Procurement

1. FAA 8602(a). Will commodity
procurement be restricted to U.S.
except as otherwise determined by
the President?

2. FAA 8604(b). Will any part
of this loan be used for bulk
commodity procurement at adjusted
prices higher than the market
price prevailing in the U.S. at
time of purdhase?

Satisfied. The loan will not
Provide technical assistance.

Satisfied. Contract will be
awarded on a competitive basis.

Satisfled. All local cost
financing will be done through a
Special Ietter of Credit arrenge
ment, assuring that all dollars
disbursed will be used for pur-
chases of U.S. goods and service
Loan proceeds will finance goods
and services of United States an
East African source and origin.

Satisfied. Not applicable.
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3. 'PAA B604(c). Will any part

of thts loan ba uvad for procure-
ment of any agricultural cammodity
or product thereof outside the

U.S. when the danestic price of
such commodity is lees than parity?

Other Requirementa

1. FAA 8201(b). Is the country
anong the 20 countrics in which
development loan funds may be used
to make loans in this fiscal year?

2. App. 8112. Does the loan’
agreenent provide, with respect
to capital projects, for U.S.
approval of contract terms and
finns?

3. ‘Faa 8620(k). If the loan is
for construction of a productive
enterprise, with respect to which
the aggregate value of assistance
to be furnished will exceced $100
million, what preparation has been

made to obtain the exprese approval

of the Congress?

Satisfied. Not applicable,

Satisfied. This project is
classified as an Africa Regiona:
Project and therefore does not
fall under the restriction.

Satisfied. Loan Agreement will
prov.ce for U.S. approval of

.contract terms and firms.

Satisfied. Not applicable.
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4. 'FﬁA'ﬂQGZO(b)J 620(f); AZF. 8109(b). Saty

Hae the Preoident detarmined that the atisfied. 8Su ‘
country ie not dominated or controlled hae been mnde.Ch deternination
by the international Communist move-

ment? If the country is a Conmmnist

country (including, but not limited

to, the countries listed in FAA §620(f))

and the loan is intended for economic

assistance, have the findings required

by FAA §620(f) and App. §109(b)

been made and reported to the Congress?

5. App. §109(a). Will any military

assistance, or items of military Satisfied. No.
or strategic significance, be furnished

to a Communist nation?

6. FaA §620(h). What steps have o
been taken to insure that the loan SaEISfled' All procurement
will not be used in a manner which, Sn er the loan will be from the
contrary to the best interest of -S. and East Africa. Procure-
the United States, promotes or .2§nt of goods and services for
assists the foreign atd projects e project will be limited to

of the Commumnist-bloc countries? Code 935. Ioan Agreement¥will
restrict use of funds to A.I.D
project purposes. o

7. App. §118. Will any funds be

used to finance procurement of iron ﬁ::ésgéed. No funds will be
and steel products for use in Viet- T such procurement.
Nam other than as contemplated by

81187

8. FAA 8636(i). Will any part

of this loan be used in finaneing Satisfied. No loan funds will

. b
non-U.S.-manufactured autamobiles? m:ﬂz;edtto procure non-U.S.-
If e0, has the required waiver been actured autbmobiles,

obtained?
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9, FaAB83620(a)(1) and (), 620(p); Batisfied. No,
‘App. 0117, Will any assiotanoce
e fwmntohaed or funds made avail-
able to the govermment of ,Cuba or
the United Arab Republic?

10. FAA 8620(a). Will any part Satisfied. No.
of this loan be used to compensate

owners for expropriated or nationalized

property? If any assistance has

been used for such purpose in the

past, has appropriate reimbursement

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

11, “FAA §201(Z). If this 18 a Satisfied. See Section VI
project loan, what provisions have of ‘the AID-DIC/P-846 paper.

becn made for appropriate partici-
pation by the recipient country's
private enterprige?

12, A . §104, Does the loan Satisfied. Loan Agreement wil
agreement bar any use of funds to limit the use of loan funds tc
pay pensions, etc., for persons project costs.

who are serving or who have served

in the recipient country's anmed
forces?



