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EVALUATION AND FOLLOW=UP OF FEASIBILITY
e i e e A LIS A
STUDIES IN  TANZANIA,

PART 1

't the time of indepsndence Tanzania was virtuslly
without industries. In 1960/61, the industrisl sector
contributad about Shs, 429 million. Tho figura rose ]
to Shs. 1751 million in 1975, As a percentage of total
GDP the value of industrial share of GDP in current
pricos was 7,6 per cent in 1965 and 10 per cent in 1975,
\\\~ It 18 with the full realizat1;; of the importance of
industrialization that Tenzania has, since indapendance
cvolved on a system of making s blus-print every five
b years to act l.u guiding torch to industrial development,
Since independence the country has gone through two corsueutive
’ fivo year plans,
Tho Third Five Year Plan which forms part of the 20 ysar
development plan commenced in 1976. Chapter Seven of this
plan is devoted to industrisl development and haa the
following gosla:-

¢ To restructure th: industrisl sector through tha
following activities:

a) To establish export - processing industriae to oarn
foreign exchange which will supplement eagriculturel .

axports;

H) to esteblish industries to produce consumer and ospital
goods;

c) to estsblish industries and workshop for apara parts
manufacture, tools, machine parts ta gnhanca eelf
reliance and to expand tho home market for tha iron
and stesal industry;

d) to eatablish basic industries which will use local
resources: iron/stesl, coal, chemicals end conatruction

material industrios;

"« To improve capacity utilization. To increase efficienoy
and improve capacity utilization in existing industrier.




KA To uxpand urple,nont anc trelning oppertunitics for
employaoe.

e To ostabliv. o v p4cC frlootrial services in research,

consultancy and tachnolc,y trunsfor,

Thir Mindstry of Industrios, othor relevent minietrise snd their
cssocintod fnatitutions have beon eharged by Parliement with theo
ruoponsibility of implemcnting thu objectives laid down in the
lony-torm industrisl plan, Tho Ministrios conosrned formulste
nolicy guidelines and atratsgy for promoting projeots within
thy framswork of tho long-tnrm industrisl atrategy. The
asuocintad inetitutions which are paractatals and the privete
suctor oporating within thu Ministriea! policy guideliness snd
within the long-term industrial stostegy identify specific
projocts, evnluato and finnlly imnloment them. Consultstione
havo to from timu t3 timo bo nods bytuuwn thu Minietry of
Industrius, othur ruluvant Ministriue and thu projuct
Linplo.m.nting parastatel,

Ihe rolu of institutions concornud with induatrial dwvelgpmont
In duwaloping thy industriel sucter with a 20 yuar purspuctive,

diffuront vasks and rosponsibilit! s havo Soon aneigi.ud to
various nmational inatitutinne at diffurunt luvele. At the natisnel
lovol thu laron end mudium ecolo industrius will bo established
nnt controllod by national prractatal organizntions such se
Hintionnl Toxtile Corporatinn (TEXCO) Snruji Corporation, Sugar
hovulopment Corparntion (SUDECO), Tanzania Wood Industries
orporaticn (TWICO) and Stote Mining Corporation (STAMICO)
undoe tho suporvision of thu relovant perent Ministrioe,

“t the District and villego lovel are tho medium and small
scli industrics wuhich con bu promotud and implemunted by
histrict Devolopmunt Corporations, villagns, caspsrative
qrouprs ond individunls in urbean arome undur tho suporviesion

of r.gions and gar.nt “inistrl e, Thu criturie usud in
dividinn industrius into thos: tun groups aru on thu basis

of th. mark:t to bo sorved, cagital outlay, end tho luvul

ol tochnolngy Involvud in menufecturing.
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Tho above divieion of rosponsibility is intundud to onsure
idontification and initiation of indistrisl projocts at
overy stago. It is fult that thu only way to unsuru that
puople participatu fully in oxpanding industriel production
is wvith tho assistanco of national and regional institutions.
U appuond a chart showing tho fntorrulationships butweon
various govsramontsl institutions involvod in thu industrial
dovulopmunt in Tinzania,

Th: davolopment banks and industrial consulting institutions
toth insido &7d outsido the country have snd will continus to
play a very important rolu in initiating, impluomonting and
ovaluating pre-invostment studies for perastatal, district

ond privato organizations. Tho Tayzanie Invostmont Bank,

for uxamplce has assistod almost all thu parastatal institutions
in oither extending loon finenco to projucts initistod by the
parastatals, aftor making thorough appraisal of their projoccta
and or has in collesboration with the institution responsible
for the particular soctor undurtekon rosvarch and identification
of benkablo projucts or has svaluatod investments snd csrried
out tochno=-economic foosibility studicae in connection with the
dovtlopmont of the industrizl suotor.

Problume
o) MNenpower

At the Ministurisel and fnstitutional lovuls thuro sau
problums whioh mek. projuct infitiation, implumuntstion and
<valuation difficult. Th. most cruciel problum is leck

of troinud menpowur. Proj.ct appraisa.. is s rulativily
ncw disciplino in Tanzania and has thorafor., not buun
compri.hondud by mony docision maokurs. Jnless wu have
troinud paople at thu abovo montionad luvils snd possibly
downwards our national industrial objocetisus will not be
fulfillud as fast as wo weuld liku thoem :n. UWe noud people
who not only havu thu ability and know-tov to work right
from conceiving projucts to uvaluating % m but also those
who hove tho ability to scruon them and ®'viso on priarity
hosis which projucts should bo implumontot.



L) Finance

flthough our parastatols havu ruceivud cloarly dafined policy
guidulinoa and stratugy from thuir parunt Miniatrios ond
althougt aftor having roalizod -hat within tho guidolinos
thoy arc incapablo of ooncoiving projucts becausc of lack of
troinod menpower to do so, there is roam for such parastatsls
to get esaistance from bodins like UNIDO in the way mak ing
uxperts available to them or commissioning a group of
uxports from consulting firme. UNIDO and other Internstionol
Oodius have aasistod Tanzania {n this regard but it is
Tanzania'a feeling that tho assistanco so fer renderad ie

not sufficient and that if funds could bo made availeble
Tonzania could go shopping for consultants.,

PART 11 CASE STUDY:
CAUSTIC SODA PROJECT:

1«1 Tho Governmont has assigned national priority for tho
dovelopment of basic chemicsl industrise in the pountry.
Coustic Sode, chlorinu, chlorine dorivetivoa, PVC rasin
and PVC Compounding project have bean augquatad ss tho
first atop towards thu ostablishmont of & chumicel ocomplux
in tho country. Thu proposud csuatic soda/ohlorinu projoet
forme tho basic starting paint for the aucoussful

realisation of thu abovo objuctiva,.

1,2 Ceuatic soda end chlorinu aru besic inputs to s number
of kuy industrius in the country. Thu capacity of tho
cauatic sode plant has buon recommended at 7,000 tons
por annum, The production of chlorine at thu rated
cepacity will bu 5970 tons/yvar. Tho capacity dueision
is bssod on the constrsints of dsmend far ceustio sode,
chlorinu and chlorinu durivatives., Cauatic sods is
an essuntial vlumecnt in the menufactura of detsrgants,
soap, toxtiles, pulp and papor and also it ie used in
refinorics and other miscellaneous induetries. Whilo
adoquatc demand for coustic soda oxists, demend for
chlorine ie still in thu nascunt stagu. The growth of
chlor ine besed industrics has virtually buon absent duc
to non-availability af chlorinn at resaocnable prices.
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Honen, il is proposud to duvolop chlorinn basnd industring
aimultnncously with thu satting up of thy ceustic soda/
chlorino plunt, Aftor toking intc considoration the othor
usis of chlurine, tho surplus nvunilability of chiorine is
nxpuctad Lo incronan from 1550 tons during tho first yoar
of preduciion to 3260 tons in tho fifth yoar of production,
The: surplue chlorino could bi consumod bonuficinlly by

cronling chlorvine bosud industring,

At prosonl, schemos for tha manufacturus of PYC posticidoes

and inaveticides {.0, D, O, T. and nzone Hoxa chloride aro
undar study,

The prosent invustmont propnsal covora: only the basic caustic
sodn/chlorine plont,

The procons avniloble for tho sanufacturo of cautic sodn

and ehlocine arose

i) fereury coll procuss
11) . Disphragm cull procnss

ili) toneixchanq: membrane ¢oll procuss,

On the bneis of dilniled invuatigations
conduetud oo far, it is eencludnd that th tinphragm coell
procuese Io tho most suitable pracoss for the proposg plant,

N ouch, the roport is bnsed on tho uatnblichmont of a
diaphaoge cull plont,

A breiol summary showing ispartani poaranutors of' Lthe projoct

a0 Lollows e




1. PRGQUCTS:
a) Caustic Soda - 7,000 tons st full capacity
b) Chlorinu 5,970 tons st full cepacity

2. MATERIALSS

a) Tho primary basu material required for menufecturs
of caustic soda is salt. Salt is sveilablo in the
environs of Dar os Selsam namely Bagamoyo snd ]
Utondwe Salt uorks,

Consumption of salt st full cepascity production will
be sbout 10,150 tonnca.

b) Anciljery Chemicele:.

The norms of consumption of salt end sncillary \
chemicals as indicatud by supplicrs are as givon ‘

bolowse
Por tonne of chlorine
() Raw Selt 1.7 tonnes (ss 100% NaCI)
(b) Sodium Carbonate 3 kga (es 100X)
(e) Lelcium ohloride 26 Kge (as 100%)
(d) Sulphruric Acid 17 Kgs (ss 90%)
(o) Alkali Stach 14 Kgs (es 100%)

4. POWER:

. Ceustic sods Chlbkine plents arc highly powor intonsive
ond honco it is ossontial to onaurc stoady snd cheep
supply for nlocticity for the plant, A 7,000 tons/yosr
disphragm coll plant would hsve s consumption of around
4,000 kwh por tonno of chlorine.

5. NATCA.
Requirement of watsr for tho plant would be around 40M

pur tono of production of chlorine. At the reted production
capocity tho annusl requirement would be 260,%?




6.

7.

MANPOWER :

Supnrvisory -~ Day - 1
- Shift - 1

Oporstives = Procuss = 3
- Utility - 1

Day Anolyst - - 2

Tho total manpowor roquirumont will be about 75.

BREAK-UP_OF TOTAL INVESTMCNT: (in Shs. Millien)
a) Plont and machinory, croction

and commieesioning 62,2
b) Land and Buildings 28.0
¢) Othor fixud costs 11,3
d) Contingoncios (roprusenting 15%

of machinury & Civil Works 13,5

Totel Capital cost 116.0

Not working capital 13,0

128.0

Tho above ostimatus ere based on:

a)
b)

quotatione rucuivud from mechinury supplisrs of disphram coll,
broad cstimatus of looal costy se indiceted by euppliors.

SQURCES OF FUNDS:

1)

It ie proposcd to raiss an pquity sharse ocapitol of She,
48,0 million to muct part of thc totol cost of the projuct.

2) Jorm Loan: It is proposud to socure a term loan of She.

80.0 million to finence plant & Machinery and part of
local costs.

Ropaymont of torm loan is aseumed to bo spri.cd ovor 10
yoors from thu datc of commorcial production including
s graco poriod of 3 yuars. The grose inturest rate i»
assumed at 10 per annum.




- Y -

9, ANNUAL COST OF SALES:
5th yuar of production Shs. 32,9 million
10, ANQQAL SALLS EﬂﬂNINgﬁi
5th year of production " 51.68 million
1. EXECUTION OF THE PROJECT: 3 yoore
17, NA AL ANALYSGIS s
n) 1Internal Roto of Roturn: 8,23%
b) Pny Bnck Puriods 8.6 yunrs
¢) Bruak Evan Copacity: 73%
J
PARY 111

fo ovorcom:  thu handicaps montioned in pParts I and 11
nbovu fallowing gtups noud  to be tokon to nlloviato
ch; prob_lumu-

a)

1

Though this 1s o long vorm procoss it will uventunlly

provido n permanunt molution to this problem. Wu
alggest thnt two prongud npproachus should by undertekon
At thu mindsturinl and institutionnl luvel Shue
PSaviding thuso institutions with cadrus viw aro

capeblu of undortnking studios ocenptablo tc local

n® well ne inturnntional financing inatitutiony.

At nntional lyvul cansulting inetitutions by cereztod to
undurtnku studgea Por industrini inatitutions. Thnsn
eonsulting inmtitutions should bu qivun most pre ject
idpna originnbipn from Approptiatu organizetions for
thom to undurtiuk: complote studing which wil) Jates

by usud for invustment purposus. At inturnatjonel

lovol institutfgne Vike: the IBRD, SIDA, CIDA, c®n,
should provide eopoztunitive to such national eotwulting
Firms to undortydt. studiua of projocts in thuir
Rospuctive coungniage Whure tho nhovn inturnaydonal
bodins find thay th, quality of thu studics de,up




- 10 -

not meot internationel standerds, then such internationsl
institutions should provide fecilities to improve quelity
of studios medc by locel consulting firms,

It is only by this epproach of providing such opportunitice
will the LDC® devolop thoir own consulting firms of
intornetionsl reputo.

UNIDO ASSISTANCE:

a)

b)

UNIDO sssistonce could be provided by sending their
expert porsonnol to LGCs to provide expert sdvise snd to
work hand in hand with nationels concerned so that
wvhen the UNIDC personnsl lssve the local personnsl will
hevs acquired sufficiunt knowledge to stand on thsir own.

UNIDO could provide treining facilities abPrad for

psrsonnol from LDCs, This approech will exposs

ths personncl from LDCs to the already ssteblished
training facilitics and provide them with practicsl
sxparience in the well ostablished and intsrnationally
recognised firms dealing with preparation of fessibility
studies.

UNIDO eould conduct courses in ths LDCs by sending
thair sxperte for s short-torm assignment. This
spprosch will enable MeEs personnel to participste
in such coursos at lase cost than would hsvs been
thu osse if such courses were conductod absead.
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