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INDUSTRIAL DEVELOPHENT FIHANCING ACTIVITIES IN TANZAWHIA

1. Tanzania's industrial development financinzg activities
are fairly well orzanized. There are four development
banks engaced in finan2ing industrial investmer . nanmely,
the Tanzania Investment 3ank (TI3), the Tanganyika
Development Finance Comparny Limited (TDFL), the East
Afr:i:zan Development 3ark (ZADE) and the Tanzania Rural
Development 38ank (TRD3). There is alsc the National Bank
of Conmerzc (NBC), the only commer:zial bank in the country.
TI3, TRDB and H4B7 are wholly Government-owned institutions
whereas EADB is jointly owncd by the governments of the
former members of the Zast Afrizan Community: that is
Tanzania, Ugzanda and Kenya. On the other hand, TDFL is
owned jointly by TIB and obilateral agencies of the United

Kingdom, West Germany and the Netherlands.

2. The Tanzanlza Investaent 3ank 1s so far the larsest
and principal development banking institution in the
2ountry for .industrial investment. Following the guide-
lines set forth in the Tanzania Government's Arusha
Declaration of 13967, the role of the publiz s2ctor in the
e2ono:ty has gained foremost importance. In the industrial
s*ctor, psrticular smphasis 1is placed on stimulating
ptblic investment. Conseguent to this pollicy most of the
large industrizl enterg.ises in the country are owned by
narastatal orzanizations. TIn, as a result, is mainly
involved 1in the finanzing of large puolic sector projezts
although support 1s also ziven to s071e extent to the

smaller private sector orojecsts.

2. Althousth TI3 does ncot striztly promote projeczts, 1%
ets Involved In the preparztion o some of them. Due to
azk of appropriate ernertise, many of 1ts zlients have to
commlssion zonsultante to prepare project Lasivility

studies. TI3 gets involved in the finanzinzg of suzh




studies. when TI3 [{inances such studies, it insists on
approving the terms of refere:nze of the consultants and
fcllows zlosely on the execution of the study. TI3's
oroject supervision after projects have ceen physically
completed is action oriented. It takes the lead in
initiating prograns of personnel training for some of its
slients throuzsh extensive training acroad, annual seninars
and short courses. TIB helps its clients alse in
identifyinz and solvinz technical and management problems
by comnissioning studies designed to single out particular
factors respoasitcle for the decline of productivity in the
zlient companies and make 2oncrete resomiendations to

improve production effizsiency.

4. On the other hand TDFL, limited by its equi*y Lase,
speczializes in the financinz of small and mediwa sized
nrivate enterprises. The ZADB activities are limited by
its Charter which restricts its investment 1a Tanzania to
a maximum of 28.75% of its tctal investment. TRD3 is
responsible for financing econcaic projects in the rural
areas. Ils sontridbuticon in the finanzsing of industrial
projects is linited to small scale industries in the rural
areas. NBC's major responsibility is to provide funds

for workingz carital for the industrizl vnits. However,
NBC has of recent exmbarked on providinz complete financing

peckages for small scale industries.

S. it 13 evident froim the above that therz is very little
overlap among the bankinz institutions =2ngazed in financing
industrial investinent. Local funds for indugtrial {nvest-
ment are nn the whole readily available in the =z2cuntry. It
i5 the foreign cxchange scarzity in the zountry that
adversely affezts industry, noth 17 teras of initial

investnent reaulrements and onerational recuir :mments.




IT. CURREJT ZAPIRISNCES AlD ZTHODOLOGY OF EVALUATIOHN OF
. TZCoHMOLOGICAL CONTINTS OF ILDUSTRIAL PROJECTS

. 1. In spite of the zreat imporftance of engineering, the
finanzial institutions in Tanzania d2 nct undertaxke any
orisinal enzineering work in the coulse of appraisal of
industrial projects. During appraisal the financial
institutions simply make a judgement of the abllity of
those who have done the work and the reasonableness of
the conzlusions they have reacned. Technical appraisal
cf industrial projezts involves investization of the project's
technical feesibility in terms of plant location, project
cost, production prozesses and technolozy involved and its
aypropriateness, labour sxills and zanizational and
manazerial inputs required, internal costis of production
vis-a-vis border prices of similar produzxts, among others.
Evaluation of technical aspects centers around determining
elements of cost of projezt, checkinrg on tae list of
machinery recuired to achieve the ftarget output and e
examining thz sourses and avallabllity of machinery and
eculpment, appraising the requirement of utllity and
other services and their availabllity or alternate arranje-
ments and estimating and exzaining costs of proauction
taking into zonsideration all variables for achiev.ung

optimum level of operatiomn.

IDFI's in Tanzania lay emphasis on the azguisition of
prozesses and eculpament whizsh have hi:ih employment potential,
high productivity per unit of zapital employed, utilizes
jindizenous raw materials, have low operatinz z2usts in terms
of energzy recuvirementz and maintenante and a szale of
producztion we.l suited for the e¢nvircnment. There are
always, in thei~ appraisal, comments on the annruipriate-

a
nes:s of the technol
ol

ory eaployed ensuring in partizular that
the degree of sophistizcation of eculpment ratches avallaole
local tezhnizal expertlue.




3. In assessinz reaquirements of technizal personnel for
supervising the implenentation of the project and for
aztual operations, the existinl pool of expertise and .
skills within Tanzania 1s assessed and whexe there 1s need
for engaginzs the servizes of zompetent technical
sonsultants, provision for suzh servises are included.
Where expatriate manazement or individucis have to be
employed, realisti: training programs are drawn up to
facilitate indizenization of staff. Harely does a client
have a competent engineerinz staff Iuvlly zapable of
handling maintenzance and operations and even when one has
it may not be qualified to zarry out all the engineering
tasks required in the desizn and construsction of a new
facility. The tasks for whizh consultants may be needed
vary zZreat'y Irom projle=t t« onroject, but they aay include
some or all of the following: the desizn of the facility,
the preparation of specificetions and invitations to bid,
the analysis of bids and thre recommendations of the bidder
to whom the contract should e awarded, the inspection of
equ.pnent pur~h-sed, the supervision of constructilion and
installation . -:d even the initial control of operaiions

of the compirted f-cility.

4, The finanzizal institutions keep a "technizal eye" on
the nrojezt by closely liasing with the sonsultants as it
unfolds through the variouis stazes of implenentation.

After the projezt has become operational, the financial
institutions denand submission of guarterly reports which
are analysed to assess performance and technical assistance
recuirement of tne projezt to improve capazity utilization,
cuality of products, ets. For such ex-ension serviczes

th:s financizl institutions use either 1in-house personnel

or outside consultants.




INFORHATION REQUIRED FOR TECHNHOLOGICAL EVALUATION OF
PROJZSTS XD EXISTING GAPS FCR O3TAINING SUTI INFORAATIOH

1. Developnent Finansce Institutions (DFIs; in Tanzania
draw their information needs from a variety of sour:ses.

For most projezts submitted for finanzing, feasioility
studies are 2 must. The studies are prepared oy lozal
sonstltants and where expertise is lacking, outside
sonsultants are emnloyed. Another valuable source of
expertise is the existins hizh level technical aanpower
700l within Tanzanis. Over the years a few Tanzanians

have developed levels of skillis comparable with internatiord
standards throuzh trainin: 2drozi, on-the-:ob experience
and academic studies supplemented by technologizal and
manageaent traininz. DFI's draw from their experienze throuzh,
both informil and formal, dissussions.

2. Appraisal teams freely use library facsilities, both
in-house and reference seztions of the Dar es Salaam
University, British Council, United States Information
Azen2les, ete. DFI's have built up zizeable libraries
stozked with referencze naterials from publizations of
srofessional instituticons, UHIDO, World 3ank, CIDA, SIDA,
NORAD, etzs. International instltutes are contacted to
provide specialist servizes in high technology 2z2reas

(e.g. Tropical Produsts Institute, Japanese External

Trade Orzanization, etc.). Appraisal Divisions taxe
recourse to building up data nase for information rezarding
sourzes and prises of mathinery a2nd also keep abreast with
tezhnigues emploved and the 203t of rconstrustion and Advil

works pertaining in the souvniry.

3. Proper tezhnical evaluation by DFI's is made very
difisult largely bjy feasibility studies that are submitted,
indezision on the part of management on the chcice of
technology, Zeilure to know ezastly the zapasities of

plants to Le erected and lazic of knowledge of investment
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sosts. Technical appraisal teams are faced with & situation
where out-dated, imcomplete aquotations are submitted, input
recuirements and zo0st of projezt are Zrossly under-estimated,
unrealistic implementation schedules are charted out,
ultimate brildinzg desizns unfsld as fairy tale structuvres
and due to lack of proper zomprehensive studies based on
operating plants elsewhere, production bottlenezks are not
foreseen and adecuate safezuards not provided for.

4. Feasibility studies have sometizes lacked in thelr
assessment of alternative technolozies and produztion
arocessessavailable for the »>roposed product. This has
either been due to bias »f the consultants or to theilr
lack of knowledze in the area. Consultants from overseas
tend to forget the environment in which the project is
supposed to cperate aid either too sophistizated a tech-
nolozy or aven :mtried technolozy is recommended. All
this leads to problems of assimilation, absorption and
adaptation. The cost of the project is usually under-
estinated as a result of omitting some elements of cost
and making under-provisions. The inputs to produce the
desired product are under-egtiaated and under-costed.

s. The Ireatest areas of conzern are in the projections of
operating performance of the projest. In most cases there
is a2n unbroxken gradual build-up of capacity utilization.

The rojest snonsors lack knowledge of actual problems

that may croﬁ tp in the produztion stages and are totally
unprepared Ior it. Consultants do not expose such pitfalls
“rox either their own experienze or froa experienzs of
similar plants operating elsewhere. This would provide
sponsors with zll btacskground Knowledge rcgulred 3o that
adacuate safesuards 2oulsd De bulilt and precactions taxen
fron the word 50. Another area is the la:x of portraying

a realistiz project iapleinentatinsn schedule. iiost of the
inplementation schedules are Too Light and do not take into
songideration fastora wniszh z2an uoset the =z2hedule.




6. Buildinz desisns should be prosess—oriented and

basiz and be adeauate to house {he plant safely and produce
. the produsts as per speszification. Fancy building designs

in the finzl stages of project inplementation have had

thelir own share ol 2ontributing enormously to project cost

overruns.

7. danpower assessment is too olten done superficially
leaving sizeable gcaps whizh lesad to last mainute recuitnment
of Key personnel oreven manazement companies. This means
increased costs ooth in teras of manzizement contract fees
and time 103t a3 a resuvlt of late rescruitment whiczh
affects project zcapletion.

Iv. OUTLINE PROPOS,L FOR TIC:LIOLOGICAL INFOUIATION
EXCHANGE NeTwWOha

1. 3asically DB-TIEH should azt as a slearing house and
be responsivle For collezting, compiling, maintaining end
distributing information, which should zomprise of the
following, among others:-

(a) Roster of feasidoility studies on different projects
sonducted by IDFI zlients.

(v) Rosterof reputable consultants who have developing
sountry experienze in feasibility studies, management

Y e S e B Lo N et ot i d
SONL3VL LN

, etz.
. (z2) Roster of zppraiszl reportz of projezts appraised by
. regiona) and nationcl developaent dbanks.

(d) ZComnile 2 data banic of seicztlve oue studiez of
e3ts3, both stssessztl and unsuzzessful, so that

£
J
IDFI sarm oveneflt frci experience,

(e) 3Standard crojozt proZile 27 conpletad projects. The
format should be Ln lines ¢cf U

106 srepared YProfiles
Manizlacturing £otablishients” with emphasis nlaced




on draztical areas of experience in conducztinz
fecanibility studies, »roject inmonlementation and

suosequent operation.

(£) Coapile a2 data bank of most recent te:xhnolcgies
developed in the varicus fields partizularly those
that have been tested sustessfully in a developing

country.

2. There should b2 exzhange of information on plant and
equipment costs and its operatinz nerforaances, technical
know-hnow manaszenent fees, bottlenesks fazed during
implementation and operation, zapnital cost detaills with
areas and types of construction, innut zost data and
3zener2l feedback on the relliability, performance and after-
sales gervice of the equisnent vendor and nrovider of
technical know-how. OCther areas to be zovered should
include training aspects, manpower requirements and level/
degree of skills required.

3. Another important area of information should relate to
contrazts ard agreements between machinery suppliers and
technical manazement firms znd host zountry entities. This
could help signifizantly in iap.~ovin? the negotiating
capability of host countries in their dealings with overseas
suppliers. The inforanation system should be desizned to
provide information on the »rinzinzl features ¢ different
types of zontrazts (mazhinery supply, technizal know-how

- R b}
and mana-ement asreenents) rel

ti1; to foreizn tezhnology

0

4. Oneratiosnal ilethodonlo~y: The gystem should be primarily

O
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nted Lo aeet resuvirements of develonnent vanks, Covern-

nents and gouvernmental agenities. Institutions and officiuls




dealinz with investment decisions and national policzies
relating to foreizsn investment and technology are expected
to make extensive use of the s;'stem. D3-TIEN should develep
clocse links with the Indusctrial dovelopment and Filnance
Departaent o the VWorld 3ank and regional development banks
and institutions. Srecs-root zontasis with developnaent
banks and Tinancial ingtitutions should be mailntained
throuzh UYIZU country/re=zionzl offize:, who w.ll also be
responsibie for zollectinz data and forwarding it to DB-TIEZN

sontrol 2licarinz house.

SOJE SUGGESTINNS

l. “ne weakness and zaps in projest presaration indicates
failure to revognize the nced for z2onducting zomprehensive
feesibility studies while poor project implementation
speaks out fcor itseli. TI3 hac already tzXken steps to
bridge this 2an by providing finence for (i) pre-investment
and faasibllity studies of high priority produstive project
preposals; (i1) special studies for improving efficiency
and capazity utilization of existiig investnents and

(111) overseas training prozrams for Tanzaniens in project
preparation, implemcntation, evalvation and related
techniques. The above has vielded reasonasly gfood results
and it would be worthwhile tchear froam cxperienzes of
other IDFI's in this area.

2. UHIDO throush the 32-1IZH should snhonsor visits to
slient companiaz in 2iffererni countriec to make on-che-3pct

acssessment of projects so as tco cike reeliztic evaluation.







