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EVALUATION ANO  FQLLQuMJP OF FEASIBILITY 

STUDIES     IN    TAN?flMTa 

PART I 

rt thu time of independence Tanzania was virtually 

without industries.    In 1960/61,   the industrial sector 

contributed about  Shs.    429 million.    Tho figure roas 

to Sha.    1751 million in 1975.    Aa a percentage of total 

GDP the value of industrial share of GOP in currant 

pricoa was 7.6 per cant in 1965 and 10 per cant in 1975. 

It la with tho full realization of the importance of 

industrialization that Tanzania haa, eince independence 

cvolvud on a system of making a blue-print every five 

yeara to act ta guiding torch to industrial development. 

Cinco independence the country hea gone through two cor. flueutive 

rivo year plans. 

Tho Third Five Year Plan which forms part of the 20 year 

devBlopmont plan commenced in 1976.    Chapter Seven of this 

plan is devoted to industriel development and hae the 

following goals:- 

1«    To restructure ttv   industrial aector through tha 

following activities: 

a) To establiah export - proceaeing induetriee to oarn 

foreign exchange which will supplement agricultural 

exporta; 

b) to eatebliah industrias to produca conaumar and oapital 

goods; 

c) to establiah industries end workshop for spare parts 

manufacture, tools, machine parta to    ar>hanc<? eelf 

reliance and to expand tho home markst for the iron 

and steol  industry; 

d) to establiah basic induetriea which will uae local 

resources:    iron/steel,  coal, chemical» end conetruotion 

material  industriéis; 

?.,     To improve capacity utilization.    To increaae efficianoy 

and improvo capacity utilization in existing  indue trier,. 



3é To uxpnnd onplc/nont one; trai vino oppertunitioe for 
employMOB. 

4. To oBt.iblib,,  i.,.^  * .. ¿..¡r.C    ir. J-? trial  arrena in research, 

consultancy and technology trünafnr. 

Tlvi Ministry of Induatrioa, othor relovtint ministries and thair 

naoocintud institutions have boun charged by Parliemant with the 

responsibility of implomt nting thu objectiuoo laid down in tho 

lomi-turm induetrial plnn,    Thu Ministrioe conoerned formulata 

policy guidolinoa and strategy for promoting projeota within 

thn frnmawork of tho long-tnrm industrial strategy.     The 

naoociatnd institutions which ara parastatala and tho privat« 

auntor oporating within thH Piinioirieo •  policy guidalinea and 

w.i.thin tho long-tcjrn industrial otzetegy identify speeific 

projneta, ovnluatn and finnlly i.Tiplonont thorn.    Consultation« 

h-ivu to from timu ta timo bo node bstuuun thu Ministry of 

Industries, othor ri.lnvant Miiiati-luo and thu project 

iinplwint.nting pnrnatntol. 

Thu. rolu of lnotitutiono ooncornud with Industrial dwv/wlaoffwit 

In rluwnloping  thu industrial ouctor with a 20 yunr purepuctivo, 

diffuront taska nnd maponofbiliti  a hnvo ^>oon ansig. ad to 

various national institutions at diff^runt luvols.    At the national 

luwid thu largii end modium ccalo i.iduetrioa will bo eatabllfthvd 

•intl controllori by nntion.nl pr,rar:tato\ organisation« auch aa 

fjntionnl Tuxtilo Corporation (TEXCO) Snruji Corporation,  Supar 

huutilopmont Corporation (SUDECO), Tnnznnia Wood Induatrisa 

Corporation (TUICO)  and Stntu ¡lining  Corporation (STAPIICO) 

undüt tho supnrvieion of thu relouant parent Hiniatrios. 

".t tlv   District nnd uil.legn lnvnl nru tho medium and amali 

m:.1!!!  induatriue uhich cein bu promoted and iirplomontad by 

District Ouuulopmunt Corporations,  villagns,  caspsrativs 

nrnupr  nnd individuóla  in urban ari»ao undur thu aupurviaion 

of  r  yiono arti pnr nt    "iniatri a.    Thu criteria uaud in 

dividinn indulti-lue  into thoai; tun groups nru on thu boaia 

oT  th.    narkut  to bn  a.irv/ud,  capital outlay,   end tho  ltivul 

of   turhnolnqy  <nuolw»id  in manufacturing« 
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Tho above division of responsibility i* intundud to unsure 

identification and initiation of industrial projocts at 

ovary at ago.     I»  i» fuit that thu only way to unsuro that 

puoplu participate fully in   oxpanding industrial production 

is with tho assi atanco of national and regional institutions. 

Uo append a chart showing tho intorruletionships butwuon 

various govornmantel institutions involvod in thu industrial 

dovulopmunt in T-inzania. 

The development banks and industrial consulting institutions 

both insido t-\ü outsido tho country novo and will continus to 

play o very important rolu in initiating, implumonting and 

evaluating pro-investmont studies for paraatatal, district 

and privato organizations.   Thu Tanzania Invnatmont Bank, 

for oxamplu has assistad almost all tho paraststal institutions 

in oithor extending loon finonco to projocts initiatod by the 

parastatala, after making thorough appraisal of their project* 

and or has in collaboration with tho institution responsible 

for tho particular sector undartskon rosuarch and identification 

of benkablo projocts or has ovaluotod investments and carried 

out tochno-econofliic foosibility studios in connection with tho 

duvnlopmont of tho industrial suctor. 

Problem* 

a)   Ranpowut 

At thu ninisturial and Institutional lovuls thuru s*u 

problum* whioh maku project initiation, implumuntation and 

^valuation difficult.    Th- most crucial problum is lack 

of trainud manpower.    Project appraisiC is s ri.lativi:ly 

m.w disciplino in Tanzania and has thorjfor^, not buun 

comprehended by many decision makurs.     Jnloss wu havo 

trainud peoplo at thu abovo montioncid IúVJIS and possibly 

downward* our notional industrial objoetivus will not bo 

fulfilled as fast as wu wc.ild liko thum  :ti.    Uo noud peoplo 

who not only have thu ability and know-tmi to work right 

from conceiving projocts to evaluating   - mm but also those 

who hove thu ability to scruun thorn and «itviao on priority 

boais which projocts should bo impiumante t. 
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b)    Finance 

Although our parastatale havu ructiiuud clootly dafined policy 

guidulinoe and atratogy from thuir parunt niniatrios end 

althoug!   aftor hawing roolizod   lot within tho guidolinos 

thoy oro incapatilo of ooncoiuing projocta because of look of 

troinod manpower to do so, there is room for such paraatatals 

to gat sssiatanco from bodios like UNIDO in the way making 

uxpurta available to them   or commissioning a group of 

uxporta from consulting firme.    UNIDO and other International 

Dodius have aasistod Tanzania in thia rsfard but it is 

Tanzania's feeling that thu assistance ao far rendered is 

not sufficient and that if funda could bo mads available 

\ Tanzania could go ahopping for consultants. 
I 

MIT II      CASE STUDY t 

CAUSTIC SODA PROJECT: 

1«1    Tho Govornmont has assigned national priority for the 

development of baaic chemical industrias in ths oountry. 

Caustic Soda, chlorinu, chlorine dorivstivua, PVC rssln 

and PVC Compounding project have boon suggested ss tho 

first stop towards thu ostablishtiont of s chumioal oonplux 

in tho country.    Thu propoeod caustic eode/ohlorino projoet 

forms tho basic starting pjint for the sucotisaful 

realisation of thu abovo objective». 

1.2   Csustic sodn and colorino «ru basic inputs to s number 

of kuy industries in the country.    Thu ospscity of tho 

caustic soda plant has buon recommended at 7,000 tons 

por annum.    The production of chlorine st thu rsted 

capacity will bu 5970 tona/yoor.    Tho capsoity duciaion 

is baaod on thu constraints of dsmend for cauetlo aoda, 

chlorinu and chlorinu dor i votivos.    Caustio soda la 

on ossuntial ulumont in tho manufacture of detergents, 

soap,  taxtilea, pulp and paper and also it is used in 

refineries and other miscellaneous induatriea.    Whilo 

odoquoto demand for caustic soda oxists,  demand for 

chlorine ia still in tho naccunt atagu.    The growth of 

chlorine beaed industries haa virtually buon obsent duo 

to non-availability of chlorinn mt reasonable prices. 
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Hunco,   it is proposi* to duwnlop chlorinn bnond industrioa 

•imultnncauBly with the suiting up of th., caustic aodn/ 

chlurinr, riunt.    Aftor tnking  inte   conaidnrntion tht  othor 

us-:a  of chluririu,  th., aurplur. nunilnbility of chiorin» ia 

nxpuct ,d LU incrnna,, from 1550 tone during thn first yunr 

or prcduRl-iun to 3260 tons  in  thn  fifth yunr of production. 

Thn   ourplun chlorinn could bu conaumud bnni.ficinlly    by 

cri in I inn chlorinn b.^ud induotrii.3. 

\ 

1.3 

) 1.4 

At preconi, nchnmuo for thn mnnuf octur.io of PVC pi.sticidoa 

and inncnticiil.!« i.n. D. 0. T. and nzuro.< Huxa chloride nru 
undtir  study, 

Th<-'  pi-uBunt inui.Rtmunt proposal covurj ot.ly thn bnoic caustic 
nod.i/chlorinn nlnnt. 

i»r> Th.   proci.no nvnUnbln for tho iinnuf actum of cautic sodn 
fimi tjhloriiii' .iru;- 

1)     Hnruury culi process 

li )     Di-nphi-nnm etil prociiaa 

ili)     ion-i.xchnnqi: mumbMnu coli process. 

On  thn bnaia of dt.'f.nilgd invuatigationo 

conducted ou r.-ir, it ia »oncludud thnt th.. ilinphragm coli 

proci mr; .in tlm no et auitobl« pracoaa for the proposa plant. 

fl.-i  audi,   thn rnport is bnsud on thn uotnblirlimunt jf n 

di.iphi.iijm cull plant. 

A hrli.r aumm.-iry showing ipportnnv. pnrnfiiutara of thi   projuct 
nru   ."fi   I ulloiiisl- 
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i.   PRODUCTS» 

a) Caustic Soda 

b) Chlorinu 

7,000 toni at full capacity 

5,970 ton» at full capacity 

2. RAM WATERIALS: 

a) The primary baso material required for manufactura 

of cauatic aoda ia aalt. Salt ia available in the 

environa of Oar oa Salaam namely Bagamoyo and 

Utondwe Salt Works. 

Conaumptlon of salt at full capacity production will 

be about 10,15ü tonnes. 

b) Anomtry Chámpala;.. 
Tho norma of conaumptlon of aalt and ancillary 

chemicala aa indicated by suppliera are as glvon 

bolowi* 

(e) Raw Salt 1.7 tonnea 

(b) Sodium Carbonate 3 kga 

(c) Calcium ohloride 26 Kga 

(d) Sulphate Acid 17 Kga 

(a) Alkali Stach  14 Kga 

Por tonne of chlorine 

(as 100* NaCI) 

(aa 100*) 

(aa 100*) 

(ss ve*) 

(M 100*) 

4. POWER» 

Cauatic aode  Chlorine planta arc. highly powor Intensivo 

ond heneo it ia oaaontlal to ensure steady and cheap 

supply for ulocticity for the plant. A 7,000 tona/yoar 

diaphragm coll plant would have a conaumptlon of around) 

4,000 kwh por tonno of chlorine« 

5. WATCH, 
3 

Requirement of water for tho plant would be around 40H 

per tono of production of ohlorine.   At the rated production 

capacity tho annual requirement would be 240,000«. 

à 
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6. MNpOUCR: 

Supnrviaory •   Doy 1 

-    Shirt    - 1 

Oparatiuoa - Proeoaa    - 3 

-   Utility - 1 

Day Analyst .                  . 2 

Tho total monpowor roquirumunt will bo about 75. 

*• BREAK-UP OT TOTAL  INVCSTIOT; (in Sha.    Million) 

a) PI ont and machinory, orootion 

and commiaaioning 62.2 

b) Land and Building« 28.0 

c) Othor fixud coats 11,3 

d) Contingoncioa  (ropruasnting M¡$ 

of machinory & Civil Works 13,5 

Totol Capital cost 116.0 

Not working capital 13.0 

126.0 

Tho aboua oetimatua ara bttssd ont 

a) quotationa rucuiuud from machinory auppliara of diaphrsm eoll< 

b) broad oatimotoa of loool coat» a« indicated by suppliers. 

0. SOURCES Or RJNOS; 

1) It ia propoaod to raiao an equity »hare oapitol of Sha« 

48.0 million to mod part of tho totol coat of the project. 

2) Term Loan;     It ia proposud to secure a term loan of fihs. 

80.0 million to finance plant * Maohlnary and part of 

local cost«. 

Repayment of torm loan is assumed to bo spn-cd ovur 10 

years from thu date of commoreial production including 

a graco poriod of 3 yuora. Tho groaa interest rat« is 

assumed at 10 per annum. 

J 
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9.     ANNUAL  COST OF  SALUS; 

5th yonr of production 

10«       ANNUAL  SALrs EARNINGSj 

5th yonr of production 

11»       EXECUTION Or THE PRnjFÇT» 

1?.       riNANCIAL ANA^nTC 

n)    Intnrnnl Rnto of nuturn¡ 

b) Pny Bnck Puriodj 

c) Broak twin Capacity» 

Sha.    32.9 million 

" 51.68 million 

3 yoora 

8.23* 

8.6 yaara 

733C 

pmr m 

fo ovurcom«    tho hindicnpa munlionod in Pnrta I and II 

nbovt, following «tupa nuud     to ho tnkort to diluviato 

ihm problome:- 

°>     TUMMNC- 

Though this ia 0 long  t.irm procoaa it will uvm'tmlly 

próvido n pormnnunt tolution to thl« problam.    Wu 

aftjggoat thnt two prongud npprooohue should ba undertaken 

nft thu miriiatorinl and  inatitutionnl lovtd tpua 

ptoviding thiian inatitutiono with oodrua ut« aro 

oftpablu of umjortoklng atudiuo occoptoblu tc aocol 

m wall na inturnntionnl  financing inatituti« 

I»)    At notional lgvul consulting inatitutiona b« cvaetad  to 

untjiirtnku studia tos  induotrinl inatitutiona.    ftmmn 

«onaulting inajtitjutiona  should bo givon moat pr«J*ct 

Idnna originnlinr, ffom appropriati! orosnixetlona for 

thorn to unriurfcáV compiuti! studine which will iartcf 

ht  ueud for invuatiwnt  purpoaua.    At intnrnntional 

luvul  inetituttilna likr.-   tho  IBRD,  SIDA,  CIDA, P*Q. 

ehould próvido Bp/jo?tuniti..a to auch notionnl co*ioulting 

rirms to undorV*., etudlua of projocta in their 

»»apoctiub coun*it.ia.    Wh.jru th.. nhovn inturnn»#ional 

bodii.a find that» fch,    quality of th» studio« dc,ui 
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not moot international standards,  then such international 

inotitution8 should próvido facilities to improve quality 

of studios roodu by local consulting firms. 

It is only by  thi3 approach of providing such opportunitius 

uill the LOCft devulop thoir own consulting firms of 

intornational reputo. 

UNIDO ASSISTANCE» 

o)   UNI00 assistance could bo provided by sanding thair 

export porsonnol to LDJs to provide expert advise and to 

work hand in hand with nationeis concerned so that 

when the UNIDO personnel   leave the local personnel Mill 

have acquired eufficiunt knowledge to stand on thair own. 

b) UNIDO eould provide training facilities ab*«ed for 

psrsonnol from LOCs.    This approaoh will axpoas 

ths psrsonnol from LOCs to the already established 

training facilities and provide them with practical 

experience in the well ostsbllshed and internationally 

recognised firms dealing with preparation or feasibility 

studies. 

c) UNIDO eould conduct courses in ths LOCs by sanding 

thoir experts for a short-term assignmsnt.    Thie 

epetoach Mill enable inats personnsl to psrtioipste 

id sueh oouraoe ot less cost than would have been 

th'J oaaa if auch coursss ware conducted abasad* 

À 
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