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2. 

J. 

4. 
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7. 

CONCLUSIONS ANO RECOMMENDATIONS 

The Scope of the mission had to be substantially amended in 
view of the delay in project implementation, which was mainly due 
to problems arising from currsncy rate changes and associated 
financing considerations by the signatories of the contract and 
the respective Governments. future short term UNIDO assistance 
(SIS) will have to be adjusted to this change in the schedule of 
implementation. 

Communica~ion both within Government Agencies and with the ~N 
system has not been very effectivJ (e.g. an official request of 
20 October·1986 on changing the terms of reference of this 
mission did not reach UNIDO in two months time) as a result 
amendments in the scope and duration of the mission had to be 
worked ~ut after the arrival of the consultant. Closer and 
more frequent direct contacts with UNDP could offer a remedy. 

The relation between NCI and TECNIMONT seems to be very good, 
however, it is felt that this should not exclude a strict insistance 
on exercising proper control (e.g. know-how and reference units) 
and demanding full cooperation from TCM in areas of responsibilities, 
not defined clearly enough by the contract or other agreements 
(e.g. development of formulations based on local carriers and 
securing import raw materials f~r plant start-up and 
commissioning)~ 

Inspection and assessment of TCM's process know-how and 
reference plants as to their suitability to be transfered to 
Tanzania, as well as the development of pesticide formulations 
based on local inert ingredients should be assigned highest 
priority as belated changes and corrective efforts ano measures 
are expensive and not acceptable. 

. . 
It has been rather disappointing that the two project proposals 
submitted by the previous mission, in support of the pesticide 
factory project, have not received sufficiently effective 
follow-up. Consultations with appropriate Government Agencies 
and UNDP indicated strong and general support for both projects, 
still an agressive follow-up would be required to assure an 
early approval~ 

:hapter 7, itself a set of recommendation, is:address~G to . 
problems and tasks immediately facing NCI, which requlre special 
attention auring the next COUP.le of months. 

Updating the f ir.ancial analysis 3nd data sheets ~as includeu 
in the work or the mission at the explicit reque&t of lc~al 
authoritie~ with the understanding that the ram~ant . 
depreciation and inrlation of the local currency may ~ender it 
outdated in a relatively short time. 
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2) INTRODUCTION 

This mission was undertaken as a follow-up to the one carried out 
by the same expert last April, with the purpose of ascertaining 
the progress in the implementation of the project and more 
specifically to provide advice and assistance to the national 
project management according to the terms of reference of the job 
description, as follows:-

1. Assist project authorities during discussions with their 
subcontractor to define the role and responsibilities of 
the two parties concerned. 

2. Assist in the interpretation of the detailed civil and 
engineering design of the plant. 

-
3. Draw ~P a work plan to get the site ready to receive and 

s.tore equipment. 

4. Assist in the inspection of major plant equipment at the 
subcontractor's premises. 

5. Draw up a training programme, in consultation with the 
subcontracto~, for project p~rsuoocl to run and mai~tai~ the 
plant after commissioning. 

6. Assist i~ the critical review of_ process know-how to be 
provided by tha subcontractor with regard to qualit~ control, 
according to international standards. 

7. Prepare job description for civil engineer required during 
civil works. 

8. Assi~t in supervising procurement of equipment, oversee the 
construction and commissioning phase of the plant. 

9. Submit a report on the findings, work carried ou~ with 
recommendations. 

It turned out that an overwhelming portion of these 
responsibilities and duties could not be delivered as they were 
out of step with the overall progress of the project impl;mentation. 
The immediate causes for delays in this respect, may be looked 
for in the realm of monetary/financial uncertaini ties a11d _ 
changes experienced dur5ng recent times both on global -and 
local scenes, i.e. the oepreciation of US S against other 
leading curcencies and the devaluation and rapid inflation of 
the Tanzanian shilling. A more detailed review of the events 
leading to this situation shall follow later. 

Under these conditions the need for carrying out rurther work 
to update the financial and economic parameters of the project 
and for genera:ing rene~ed interest in providing additional 
technical assistance to it~ implementation, through UNDP or 
on a bilateral basis, became highly evident. 
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On these grounds the Government requested the amendment of the 
terms of reference of the mission, as follows:-

1. Numbar 1., 2., 4., 5., and 6. duties in the original jcb 
description shall become part of the terms of reference 
of the consultan~s next mission. 

2. full project documents shall be prepared for two projects 
in support of the establishment of the pesticide plant at 
Hoshi, in consultation with NCI, as follows:-

a) Assistance in the Establishment, Start-up and Initial 
Operation of a Pesticide Plant in Moshi. 

b) Establishment of an R + 0 Laboratory for Pesticide 
formulation at the Tropical Pesticide Research 
Institute (T~Rl}, Arusha. 

J. As the financing or co-financing of project a) by trust-funds 
may be po~sible, assist in the preparation of a standard 
PAL form. 

4. Prepare job descriptions for the mission of civil engineer 
and the next follow up mission of the chemical engineer. 

5. Review and update the financial evaluation section of the 
previously pre?ared feasibility studies, with particular 
reference to the TISCO report of 1984, based on data and 
information collect&d during the mission. 

In view of the largely expanded scope of activities 
imptemented by the mission, an official request for 
weeks exte"sion has been submitted to UNDP/UNIOO 
(Annex ••• 1 ..•.. ). 

to be 
a three 

Official requests have also been sent to UNDP on the next 
missions of the civil engineer and chemical engineer, 
tentatively scheduled for the period of next May-June. 
(Annex ••• 2 •••• ). The exact timing shall be determined by 
NCI in due tirae. 

The l3st section of the mission's report, dealing with the 
revised financial a~alysis and economic evaluation, shall be 
separately submitted upon completion and should be appended to 
the main body of this document. 

3) REVIEW Of PROGRESS IN THE IMPLEMENTATION or THE pqoJErT 

This report covers the period from April 1986, the last 
mission's time, to January 1987, end of the current mission. 
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a) Italian Soft Loan and Contract with TECNIMONT 

It is recalled that The Bank of Tanzania, The Central 
Bank of Ita]y (Media Credito) and the rinance Ministries 
of both Governments signed the "rinancing Convention" 
last March. In spite of this, mainly because of intricate 
administrativ~ and bureaucratic procedures, the loan could 
not be used to make the 15% downpayment on plant and 
machinery, as envisaged by the contract between NCI 
ano TECNIMONT, before early August, 1986. Actually the 
downpayment was effected by mid - Augus when the 
practical implementation· of the project could have 
started in principle. 

However, by then the contractor considered that the 
extension of his fix US Dollar offer of 20 December, 
1984, was net a~ymore realistic and could not be 
further maintained in view of the severe-depreciation of 
the dollar against the Italian currency. Therefore they 
demanded a price increase of 22% in consideration of the 
delays in receiving the downpayment and the unfavourable 
currency fluctuations~ 

The matter of the price revision was finally the subject 
of direct negotiations between NCI and TECNIMONT, at 
the first project coordination.meeting in Milan, from 
22 to 25 September, 1986. Two alternate proposals 
emerged at this meeting: 

a) Acceptance of a price increase from US S 12.38 
million to US i 15,103,600, or 

b) Conversion of US $ to ECU at the rate valid on the 
date of the·signature of the contract, i.e. 20 
December, 1984. 

After consultation with relevant Government Authorities 
NCI opted for alternatives (b) and proposed a meeting 
with TECNIMONT in Dar es Salaam to finalize the 
appropriate amendment of the contract and to forward 
it to the relevant government authorities on both 
sides for approval. According to this agreement ~CI 
will have the option to make payment on the contract 
either in ECU or OM, whichever they choose. The 
Italian party =escinded all rights to raise again the 
question, should further important currency fluctuation 
take ~lace during the period of the project 
implementation. The final seal and approval on this 
agreement was given by thg Arusha Meeting of November 
1986, between Messrs. Mario Raffaelli, Minister of 
Italian foreign Aid and C.O. Msuya, Minister of 
finance of Tanzania. 

b) Comuonents Locally ri~anced 

As regards local costs, the original investment cost 
estimates (TISCO Report, 1984) have also bee~ 
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invalidated by long delays in ~he implementation of the 
project and the recent devaluation and the continuous and 
rather substantial inflation of the Tanzanian shilling. 
NCI has accordingly requested UNIDO to make available the 
expert already assigned to assist in the implementation of 
the project (on split missions) in order to help updating 
the financial section of the feasibility study in 
collaboration wit~ NCI staff. The corresponding official 
request (Annex •••••• ) was sent to UNDP, Dar es Salaam, 
on the 20th of October 1986, however, it has not reached 
UNIDO before the fielding of this mission (16 December 1986), 
and this explains why the terms of reference of the mission 
had to be so substantially modified as indicated in the 
introduction. 

As the local inputs of the project have not been changed the 
new cost figures will primarily reflect the effect of the 
Quick inflation of the shilling. However as concerns 
imports, for the procurement of which foreign currency would 
be required, the capital reqirements will be drastically 
altered by the recent devaluation of the shilling ag3inst 
the US Dollar and other foreign currencies. 

In addition·to the cost of the plant, another substantial 
obligation to be covered by NCI in foreign currencies, 
consists of the cost and transport of imported raw materials, 
to be made available by NCI for the plant start-up and 
commissioning operations. The intricacies involved in 
organizing the timely arrival of about 3 dozens of chemicals 
in grossly variable quantities (see Annex 3A of the TISCO 
report), of different origin and from so many sources, 
represent a tremendous task as already ~ointed out in the 
report of the previous mission (P.16-17). Therefore, it 
has been suggested that NCI should try to contractually 
enlist Tecnimont's coopEration in implementing this task. 
Should this be impossible to secure, TECNIMONT should 
provide a list of best known sources of all raw materials 
to be imported, compiled by the suppliers of 
production/formulation know-how. 

In tha absence of any contractual arrangement as outlined 
above, the timely a~ailebility of convertible funds for raw 
material imports becomes an utmost priority and liability. 
In view of this every effort has to be made without any 
delay to ascertain the availability and suitability of 
local raw materials to substitute for imports. full 
advantage is to be taken of Tecnimont's cooperation in 
studying and solvin; this problem, with the help of thei~ 
know-how suppliers. 

Concerning the cost of imports for a continuous plant 
operation it is to remember that the foreign currency 
requirements should and will be substantially lower than 
if formulated end-products wera imported, as is the case 
today. 
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c) Progress i~ S~te Preparation and Construct~on 

Due to the delays and their causes dealt with ir. chapter 
2/a these works have also suffered postponements. ihe 
basic site-preparation was com~leted early ~986, (e.g. 
clearing done, water connected to the site, brick work 
and wall construction for staff houses in progress, etc) but 
nothing more ~ould be done concerning construction work 
related to the plant itself in the absence of the basic 
civil engineering aesign which •as to be prepared and 
submitted by Tecnimont. According to the latest schedule 
and estimates, this document will become available by next 
March or early April. 

Based on this tenders will be invited for praparing the 
detailed civil designs and carrying out the construction 
work. The ~ielding of the civil engineer expert should 
be scheduled so to enable him to assist in the final 
evaluation of the tenders and advise the subcontractor 
on the preparation of t~e detailed plans. This s~ould 
also oreferably overlap at least partly with the next 
mission of the Chemical Engineer. 

Meanwhile, the time was not entirely lost in the advancement 
of the construction works. A contract valued at shilling 
14,692,149 has been awarded to H/S Lucas Construction 
Company of Moshi, for building four staff dwellings, including 
fencing of the housing plots and external works. The houses 
will an average include J badroomR, and· all comfort facilities. 

The contractor was handed over the site on 19 Sept. 1986 and 
is expected to compete the work on or before 22 June 1987, 
just in time for accomodating the engineers who will be 
arriving to take charge of the erection works of the Plant. 
The contract calls for the erection of altogether 13 housing 
uni ts and lhe resl shall follow laler. 

More i~?ortantly it is NCI's responsibility to "arrange for 
and have ready adequaLe facilities" at the site to receive 
"packages" (i.e. equipments and supplies). To avoid a 
potential controversy about the adequacy of the future 
storage facilities, TCM should be asked to prepare 
specifications or ~t least guidelines for these facilities 
and structures. 

4) f IRST cco~~INATICN MEETING JITH TECNIMONT 

Accordi~g to the NCI/TECNIMONT contract coordination meetings 
should periodically be held in order :o review the progress 
of and ~re~are de~ailed designs for the project implementation 
as a whole and its important elements. The first such meeting 
was held from 22 to 25 September 1986 in Milan. 
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The delegations were headed by M. M. Paresoi General Manager of 
NCI and Mr. H. E. Massara, Project ~anager at TECNIMONT. The 
general scope of the mee~ing was to define all organizational 
criteria relevant to the implementation o~ the project. 
Concerning the relationship between NCI and TECNIMONT special 
responsibilities were redefined, as follows:-

!!£!.:-
i} General coordi~ation of the project 

ii) Design and realization of civil works 

iii} Materials transport from Italy to site in Moshi including 
equipments and all other materials 

TECNIMONT (TCM):-

i} Planning and coordination of all activities related to the 
realization of the plant, according to the new time 
schedule (Annex.~ •• ). 

ii) Technical coordination of the project 

iii} Procurement of all materials and equipment 

iv} Inspection, testing, certification and delivery of above 
to sea port of embarcation 

v) Detailed engineering designs, except civil works 

vi) Plant erection 

vii) Start-up and commissiontng 

viii) Training of NCI personnel, including a quality control 
technic~an,in addition to the personr.el specified in the 
original contract. 

TCM disclosed a com~rehensive list f potential equipment suppliers 
entitled "TCH - Procument Vendor's and Subcontractor's List" and 
committed lhemselves to give 30 d~ys advance notice to NCI on 
equipments ready for testing and inspection, should Nr,I want to 
exercis~ directly or by proxy his rights in this respect. 

However they failed to provide the same on know-how suppliers, which 
in the opinion of the ~Esion, would have been more important. 
Inspecting individual pieces of equipment may hava some limited 
importance but the inspection and evaluation of the functional 
systems and units based on which the factory ~ill be designed, is 
considered by Par more important. lnfc,mation on this point is 
currently being sought by NCI with the intention to carry out 
inspections and evalua:ions of the know-how and their suppliers 
as soon as ~ossible. 



8 

Several technica: topics havg also been discussed belonging to 
the following general areas:-

1) Civil Engineering 
2) Transportation 

3) Procedures 

4) Local Raw Materials 

5) Processes 
6) Design Criteria 
7) 

I Visits 

The mission could net obtain meanin~ful technical information 
on these subjects since no technical specialist participated 
on behalf of NCI at this meeting. the list of the Bagreements~ 
which was appended to the protocol of the meeting as attachment, 
is therefore simply attached to this report as Annex ••• s ...•... 
One point of agreement under the heading of Processes seems to 
deserve particularly close attention because it deals with the 
testing and development work to be carried out by TCM as 
regards the use of local raw materials such as kaolin and 
bentonite. According to the agreement NCI should have sent 
appropriate samples to TCM by Decgmber 1986 for testing. The 
mission tried to expedite the implementation of this provision 
of the agreement and suggested to include other potentially 
suitable local mineral carriers, such as lime stone, diatoma
ceous e&rth and sand, in the evaluation programme to be 
undertaken by TCM, who seem to be in no hurry to act on this 
subject. It has been gratifying to note that many of the 
recommendations of the first mission (e.g. inclusion of a 
quality control staff in the training programme, development 
work to be undertaken by TCM on the utilization of local raw 
materials, etc.} have bean adopted by the meeting. 

A third section of the meetings, the most elaborate one, deals 
with legal articles interpreting the major provisions of the 
contract between NCI and TCM, however this would not seem to 
require any further commenting by the mission. 

5) REVISED SCHEDULE FOR THE IMPLEMENTATION OF THE PROJECT 

With the downpayment on the contract made last August the 
contractor could have earnestly started the practical ~ark. 
However, for reasons referred to in chapter 2/a, delays 
continued to accumulate till late November, 1986, when the 
Arusha meeting opP.ned the way for the implementation. 

TCM presented an implementation schedule to the first 
coordination meeting in September 1986 (Annex •• ~ ••• ) as 
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well as detailed PERT schedules for each phase cf the activities, 
on the assumption that work could immediately start once the 
duwnpayment was made. As this was not the case, the schedule 
lost unfortunately its validity. 

To arrive at mare realistic delivery deadlines it is suggested 
to add 3 to 4 months to all deadiines, included in the TCM 
schedule prepared last ~ugust - September. By this method the 
major activities would probably be completed by TCM according to 
the rollowir.g timetable:-

Activity 

Basic Civil Desiyn 

Know-how Documentation 

Detailed Engineering 

Equipment 

Installation 

Trial Operations 

Commissioning 

Delivery Deadline 

March 1987 

feb-Nov. 1987 

Nov-Dec. 1987 

Aug. 1988 

reb. 1989 

April 1989 

May-Aug. 1989 

The deadlines relevant to the obligations of NCI, shall in this 
context be modified as follows:-

Civil Engineering 

Transport to Site 

Civil Works 

Procurement of Raw Mate~ials 

March - Nov. 1987 

Jan - July 1988 

Aug. 87 - March. 1989 

March. 1988 - feb. 1989 

The procedure of procurement of import raw materials for the 
trial runs and commissioning of the plant should preferably be 
revised so that TECNIMONT, having a much better geographic 
position and closer contacts ~ith aopropriate know-how and supply 
sources, should accept a more direct involvement and 
respdnsibility in this respect. 

6) UNDP/UNIDO ASSISTANCE 

During the preparatory phase of the project UNDP/UNIDO technical 
assistance, in the form of short term consultant assignments, 
was channelled through two SIS p:ojects: SI/URT/84/801a~d 
SI/URT/86/075. The second one is still under active 
implementation. The two large scale projects proposed by the 
previous mission have been officially requested by NCI with the 
support of the Ministry of Agriculture (Annex 8 ) • 

• • • • • 



10 

a) SI/URT/86/075 

In addition· to the current mission, further assignments of the 
chemical engineer consultant and a post for a civil engineer 
has been gnvisaged by the project document. 

The chemical engineer shall further assist NCI in ascertaining 
the suitability of the know-how offered by TCM, in following 
up the progress of the development work on local raw ~~~erials 
to be undertaken by TCM in cooperation with their know-how 
suppliers and in a general advisory role concerning matters 
related to the implementation of the project and the 
subcontract covering it. 

He shall also assist the civil engineer in delivering his 
duties concerning the preparation of the detailed civil works 
designs by a local construction firm. Job descriptions for 
the next assignment of the chemical engineer (SI/URT/86/075/ 
11-03) as well as for that of the civil engineer 
(S~/URT/86/075/11-02) have been prepared by the mission in 
consultation with NCI and appended to this report as 
Annex ···'··• and Annex •• 7... These assignments were 
officially requested and the appropriate job descriptions, 
drafted by this mission, submitted to ~NOP, Oar es Sala3m 
by NCI on 14 January, 1987, (Annex ••·•••• ) 

During the current consultations it has also surfaced that 
a study tour by the principal technical development officer 
of NCI, Mrs. E. Undiri, in charge of all technical aspects 
of the pesticide factory project, to visit and inspect the 
reference u~its of TCM, would be not only justified but 
highly desirable. A request to UNIOO for financial 
assistance in organizing such a study tour as soon as possible 
has been initiated ·and shall be.processed 
on a priority basis and submitted in accordance with the 
appropriate regulations. 

b) turther SIS Assistance 

At the request of UNDP and NCI the mission drafted two project 
documents for substantial technical assistance prc~rammes 
to ba potentially includP.d in the nexl IPr cycle, beginning 
february 1987. However, the implementation of these projects 
shall begin only around the middle of 1988. It is quite likely 
that NCI may need additional stop-gap technical assistance 
until the above mentioned projects take off. Should need 
arise for this, an early indication of the need and submission 
of an appropriate official request by NCI would be required 
by UNIDO for a timely processing of the request. 

c) Long Range UNDP/UrJIDO Assistance to the Pesticide Plant in 

Moshi: 

Although the NCI - TCM contract provides for training key 
technical staff, neither the duration nor the conditions or 
such training programmes seem to be adequate to prepare and 
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enable the staff for taking over the olant immediately upon 
commissioning. It should certainly require a more prolongued 
training and adjustment experience until the local staff will 
be able to absorb and deliver all managerial qualities and 
responsibilities involved in the continuous and effective 
operation of a chemical plant of the_ given complexity. To 
bridge this gap in the safe and effective management and 
operation of the plant, a project document ~as drafted by this 
mission on a technical assistance· programme 
considered aopropriate for inclusion in the new UNOP IPF cycle, 
which begins February 1987. Since consultations with UNOP 
revealed ~hat seeking and obtaining trust fund contributions 
towards the implementation of this project from potential 
donors (e.g. Italian Government) may financially help to 
expand the scope of assistance, a draft PAL document (Annex.9. ) 
including a short history of the project was also prepared for 
potential circulation. (Annex 10. ·) .... 

d) Establishment of an R + 0 Laboratory for Pesticide rormulation 

at the Tropical Pesticide Research Institute (TPRI) 1 Arusha. 

The previous mission has already identified the necessity and 
the opportunity to establish a pesticide formulation R + 0 ur.it 
at TPRI in support of and cooperation with the Pesticide Plant 
of Moshi. This plant will have no R + 0 facilities, only a 
quality control laboratory to monitor the manufacturing 
processes and the quality of the products. The production 
programme proposed for the pesticide plant seems to be adequate 
for the current needs of the agriculture. However, pest control 
requirements show an ever cnanging pattern, whic~ may render 
the products of the plant out-of-step with demand in a few 
years. The ~reposed TPRI laboratory shall undertake, in 
cooperation with the pesticide factory in Moshi, the continuous 
development of new pesticide compositi~ns and formulations best 
fitting the needs of the agriculture and the conditions in 
Tanzania. The large scale production of these now formulations 
then would be carried out at the plant at Moshi. 

This scheme of development and cooperation received strong 
support from all authorities concerned, thus it was rather 
disppointing to learn, 'that most likely by an oversight, this 
project has not been included in the next UNOP country 
programme. fortunately it is still not too late for rectifying 
this failure. The mission drafted a project document on this 
subject, too, and il is hoped lhal by a 
concerted effort and support by the appropriate Ministries 
(Industry, Agriculture and finance) and UN Agenciencies 
(UNOP and UNIOO) the project will be approved and implemented 
as envisaged by the draft document. 
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7) IMPORTANT URGENT T~SKS AH~AD or NCI 

In order to avoid any further slips in the timetable of the 
implementation NCI has several urgent tasks to deal ~ith. 

A second coordination meeting with TCM is coming up this spring 
possibly as early as March. At this meeting answers mill have 
to be found to several questions of cardinal importance, such 
as follows:-

a) Work programme to develop formulations based on local 
mineral carriers. 

b) TCM's partici?ation in securing the import raw materials 
for plant start-up and commissioning. 

c) The scope of training programmes and the placement of staff 
to be trained. 

d) Specifications of storage facilities for plant equipment. 

To be in a comfortable position in and well prepared for these 
negotiations it is suggested that a number of preparations be 
made:-

a) 

b) 

c) 

d) 

e) 

f) 

The mechanism of the lo~al financing of domestic and import 
{raw materials) inputs has to be clearly established and 
funds allocated. 

Tendering the civil works subcontract to be well prepared 
and expedited. 

A list of p'tential candidates for staff posts to receive 
in-plant training in Italy has to be compiled as soon as 
possible. 

Vigorous pursuit is to be given to the nomination of 
Mrs. Undiri for a study tour of the TCM reference plants. 

Effective follow-up of the two project proposals drafted by 
the mission is necessary, both with local authorities and 
UNOP, to assure their approval and inclusion in the next 
cycle of the country programme. 

Maintaining frequent contacts with UNOP and i11..:icating well 
ahead of time need for the services of UNIDO technical advisers. 

B) UPDATED f"H!A_~Q~L ArJALYSIS 

The revision of the financial and economic analysis of the TISCO 
report, r~quested b~ NCI from this mission, would seem to be a 
correct and positive exercise in the above context. However, 
attention has been drawn to the fact that because 



13 

of the quickened inflation and depreciation of the Tanzanian 
shilling against other currencies, the updated information 
could have only very short lived and limited practical value 
and usefulness. Inspite of this, local authorities, includi~g 
the lender banks, considered it as a precondition to establishing 
the framework and mechanism of the financial management of the 
p~oject. 
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LIST or orrICIALS CONSULTED 

1. Mr. w. L. Nyacnia 

2. Dr. H. M. Rwehumbiza 

J. Mr. M. P. Ole Paresoi 

"· Mr. H. M. Kitilya 

5. Mr. G. s. Msangi 

6. Mrs. E. Undiri 

7. Mr. o. N. Maeda 

e. Mr. Mario Vitali 

9. Mrs. ... Chinery-Hesse 

1 o. Mr. T. Kikuchi 

Director of Investment and 
Implementationi Ministry of Industries 
and Trade. 

Assistant Commissioner of Planning 
and Marketing, Ministry of Agriculture. 

General Manager NCI. 

Director of Develop•ent and finance 
NCI. 

Pesticide Project Manager NCI. 

Principal Development Officer - NCI. 

Research Che•ist TPRI. 

Managing Director - Tecnimont, East 
Africa. 

Resident Representantive UNOP • 

SIDfA UNDP/UNIOO. 
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PHONE: 21127118 

OUR REF: •• ICI/JJD:J/h/:11 /«! 

The Resident Representative, 
P.O. Box 9182, 

Annex 1 

DATE: --2/.1/.19ffl ... ·· ·· 

Dar es Salaaa. - Att: Kr. R. Church 

Dear Sir, 

Be: PESTICIDES PROJlX'-r 

.ls indicated. during our vi.sit vi th !tr. nlmchi oA 
23rd December, 1986, ve would like to request 
!tr. Szabo's services to be extended b:y 3 weeks to 
enable hill to revise and update the financial eva-
luation section of the previously prepared. feeBibility 
studies with due attention to the effects of the 
devaluation and inflation of the Tanzanian shilling • 

.ls the (pllysical) inputs and outputs of the project 
remain unchanged, Kr. Szabo will be expected to base his 
work on the data and intonation included in the TISCO 
report of 1984-, usiQft updated. financial (cost and revenue) 
figures to be-collected and provided by B'CI during 
his current sta.T in Tanzania. 

Por reasons of expediency, better working conditions 
and o~her considerations we suggest that he carry out 
this additional work in Vienna, Austria, at his home base. 

Thanking you, 

Yours faithfully, 
BATIOJfAL CBEMICAL DDUSTBIES 

';/1PJ!!• 
GERERAL HO.A.GER 

.... f'"ll"r-·-· _..,., _____ _ 
,\ . -· ... 

~~ c -"r.-o- ~- . -/. ---·· ........................... ........ 
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NATIONAL 

PHONE: 2621119 CABLE:NATCHEM 

. tlCI/OOF /h/8 7 OUR REF .•••••••••••••••••••••••• 

The Resedent Representative of 
the UNDP, . 
DAR ES SALAAH. 

Annex 2 

!ELEX: "1Cllt 

11th Jan. 1387 
DATE: 

RE: SI/URT/IJG/075 - ESTABLISHl!ENT C:? A P&snCIIE PLA?IT AT IIOSHI. 

Attached herewith ve are subr.ti.ttins a reqgest and the t~!"•S o£ re£erence 
for tw UHIOO e.."q>ert r.ii ssions to be carried out within the scope o£ the 
above approved project:-

S!/URT/56/075/Il-02, Civil Engineer Expert, one month, and 

SI/tJRT/5E/075/ll-03, Expert i:l P.?1qineering, Con:;truction and 
Co1:r:1i5sioning of Che!!lical Plants, split 
~ission, one ~onth duration. 

The exact ti?::ing of these tuo rnissions will be confir::ted by ?ICI in due- time. 

Your kind forwarding these requ-:?sts to utJIDO shall be appreciated. 

Yours faithfully. 

11. l~A 
DIRECTOR OF OCVELOPJ·E?IT AIJD FUJAJIC& 

,... .... _ ............. "'"44 .............. °"''"'' -. ..... ., 



PHONE:Sl71/I - 17 -
CAllLE:N.\TCHEM 

The Resident Reptasentativa~_ 
Unit~d Nations Oevelapment ?rogramme, 
P. n. Box 9186, . 
OA!l ES SALAAM._ 

Dear Sir, 

Annax J 

20th Oct 1 -1986 
DA.TE: •••••••••••••••••••••• 

RE: SI/URT/84/801 - EXPE~T ~SSISTANCE ro~ THE EST-BLISHMENT or 
A PESTICIDES PROJECT. 

Reference is made to copy of your lettnr SI/URT/86/075 dated 
9th Octobnr, 1986 proposing a progra11111te for the visits of tmo 
e~p~rts - one Chemical Enuineer (Dr. Szabo) and a Civil En~ineer. 

We are •ritting to.. confirm that •o would like to get the services 
of Dr. Szabo startlng f~om the 2nd week of November, 1986 for 2 
•onths a~ proposed .L" the programm11 conveyed in the ai.Jova letter. 
In thi:. mis::;ion we pr.1.!,osa that Dr. Szabo mainly assists us in 
revisina tt:o pt'oject'':s~_reasibility study in view of the long 
delays in the iraplomentation of the project. This revision will 
enable us update our ;"J.nancing budget for the pur11ose of 
mobilising funds to cover financing gaps (mainly for local costs). 
The re~i3ad study mill also bring into lioht for necessary action 
all tha t~chnical and economic issues ~hat were not adequately 
coversd in the original study. Beside~ revising the study which 
he •ill rto ~ith the a~sistance of our project team, he ~ill also 
assist us in vorious ~reas of project i~plementation. 

We r~~~ose the Civil Engineer's mission to ue shirted from 
Novf!rnb~!" to Janu::iry/february 1987 the tL1e 1!1hAn Civil Engineering 
designs are oxpectou to be ready f'1>r scr11 ~iny. 

It wculd he appreciated ir ~e could 9et ~>ur early confirmation 
on thf! ~omina of Or. Szabo on the ~roposnd dates. 

Thanking ycu. 

Yours r~ithfully, 
NATini'IAL r.uEraCAL HJnUSTRIES 

~. P~!ESOI 
GEN(;?~L '·lM!M";~R. 

c.c. The Princi~ol Socretary, 
Ministry or Industries and 
P. O. Box 9503, 
~A'l :3 :;\L.1M1. 

GM/r·1PrP/ jsk 
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ATTAcmtENT J 

1) CIVIL ENGINEER.ING 

NCI COlllBUnicate the following general in!oraations: 

Height of ceilings of buildinG has to be not les~ 
than 2.70 • 

- Roofs are never flat but have to be designed with 
double slope 

Orientation of building has to be east/vest 

Surf aces of building floors have to be designed 
according to nor.al possibli ty of personnel 
110UVement and work 

NCI and TQf agree on the following: 

a) GATE BUILDIBG 

- General dimensions 30 + 40 m2 
with 2 vatch men foreseen 
with sanitary 
with waiting rooa 

- gate positioned on the secondary road on the side 
of the site area 

indipendent entry flows for vehicles and people 

- weightbridge positioned not on the vehicles entry 
flow 

b) OFFICES 

one floor 

S single rooms 

indoor open sp1ce for 70% ~f th. whole surf ace 

services according to the italian laws 
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c) CANTEEN. LOCUllS. SHOWERS 

TCK vill indicate only the overall external 

d:laeusions 

d) WHSHOP 

- The indoor partition will have closed sections for 
tools security problems 

e) VAREBOUSE 

- There will be an open "warehouse" for local rav 
.. terials expected to come at site in bulk ( 1 
901lth storage time) 

- The clo&ed warehouse vill contain iaported rav 
.. terials (3 · 110nths storage t:lae) and final 
products (1 llOllth storage tille) 

- TCM will define the aeans to. transport bulk rav 
.. terials f roa storage site to production units 

f) VASTE WA'rll BASIN. 

- it vill be dimensioned ~!y for the actual plant. 

g) llOADS 

- the r'.>ad will be divided into main roads (to be 
paved) and secondary road. 

- TCM will give indication of the two different 
classification on the general plot plan of the 
pl.ant 
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h) VARIOUS 

- TCM will indicate on the civil dwg position for 
safety showers 

- NCI will supply a water stora~e tank with a 
capacity sufficient for 3 day~ 

- TCM will conf ina. after new check. the total water 
daily need 

- TCM will locate such tank on general plot plan dvg 

- TCM will give details for the installation of a 
tower for lightning conductor equipaent on the 
highest building 

- TCM will give details on water collecting system 
till the battery liaits of the plant 

- NCI comaunicate that aax rain fall to be assumed 
is 100 -/hour 

- Position and size of the elevator will be 
considered part of the basic civil engineering ar.d 
will be coa::municate to NCI in accordance to that 

- NCI will coa:municate wilnin end of <kl .sr, lo 10t coordinales 
of perimeter points of the area shavn on the 
planimetry delivered to TCM 

- TCM will confirm or correct weights of aain item 
as per telex sent to TOI by MBECA MEI.Vt~ COMPA..'"Y 
on 18th of October 1985 

2) TRA.~SPORTATIO~· 

- NCI comunicate out of gauge limits for railway 
transport as: 

height )048 mm 
\;idth 3000 lllt 

'"eight 36 tons 
lenght as per wagons lenght 

~CI v!ll coir.r.unicate to T~ parricular marking~ t~ 
be sha"'-n on cases indicating 1an:a.'1ia as 
des:inatibn country 
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3) PROCEDURES 

- TCM deliver to NCI th: here enclosed procureaent 
procedure, aaended as per COllaon finalization 
(see ANNEX 1) 

- TCM deliver to NCI the here enclosed coordination 
procedure, aaended as per comaon finalization 
(see ANNEX 2) 

- TCM deliver to NCI a preliminary copy .:>f the 
Vendor list (see }.lftlEX 3) 

- TCM will deliver to NCI the final issue of the 
Vendor list during the meeting already scheduled 
at the 7th ti0uth 

4) LOCAL RAW MATE'UALS 

NCI and TCM agree on the following: 

- NCI vill supply to TCM new vater analysis vithin 

- _ TCM delivers to NCI a questionnaire on electrical 
topics 

- NCI vill send said questionnaire completely filled 
within December 86 

- Without nev information TCM vill assume, for 
~lectrical design, as stated in the contract, tvo 
indipendent sources (380 and 6.0 KV) and 4000 A. 

5) PROCESS 

- NCI vill send to TCM within december 86 samples of 
kaolin and bentonite for chemical analy~is. 
The results of abovesaid analysis will be 
c01DUnicated to NCI with TCM comments regarding their 
suitability for use in pesticides plant. TCM will 
make trial in case nev materials are found suitable. 

- NCI will communicate to TCM value of local 
atmospherical pressure within december 86 

- NCI will send to TCM within december 86 complete 
analysis 6f the salt to be used for HCl production 

- NCI C0111D1unicates that fuel has to be assumed pro
bably BU?!KER C type. NCI will give definite conf ir
mation within 15th of October 86 
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- !ICI vill coaaunicatO? to TOI vtthin deceaber 86 
dimensions of copper bars to be used for copper 
oxiclonide plant 

- NCI coaunicates to TCM that copper stripes vill 
be used in all the quantity available in Tanzania 

- TCM agrees on the standardization of -the packaging 
of final products in 2 sizes: one for all li~uid 
products and one for products in powder. Packaging 
units vill hovever be designed to pack various 
sizes of packages. 

6) DESIGN ClllTEllIA 

General description of DESIGN ClllTEJlIA adopted by TCM 
in the development of the Project has been perfo111ed 
by the TCK technicians belonging to different d~part
aents • 

. 7) VISITS 

During the aeeting tvo visits have been performed: 

at the Baslini factory an existing plant of pesti
cides f oraulation for liquid flovable and granular 
products have been seen. 
The granular line has been deeply ex~mined in re
spect to the line designed for NCI plant 

at the De Nora factory electrolitic cells of RCl 
phnts have been presented under design point of 
view and have been physically seen in different 
stage5 of construction 
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sr;\Jrr/86/075/11-02/32.1.G. 

Post Triste: 

Duration . • 
Date Requited: 

Duty Station: 

Purp"5e Of Project: 

Duties: 

Qualifications: 

Language 

Bach ground 

Intcmaation 

SEElfs 

. • 

. . 
: 

Civil Engineer, 

One month 

April - June 1987. 

Dar es Salaam and Koshi (A?usha), Tanzania. 

To assist the Govermaent Of Tanzania (Rational Chemical 
Industries, llCI) in the establishment 0£ a pesticide 
manutacturing plant under an Italian Solt Loan Agreement. The 
plant is being erected in cooperation vith an Italian contractor 
(TEaflH<lf'T) and the suppliers of process technology and 
knov-hov. 

The expert, in conSUltation with the project management 
(both local and contractor) and the local subcontractor 
executing the civil vorts, shall reviev the relevant designs 
and advise an the vorlcs to be undertaken, as £ollovs:-

(1) 

(2) 

(3) 

Site preparation including grading and draining. 

Utility connections (electric: high,liov tensian, vater: 
drinkinQlprocess, cClllDUDicatian, roads, raUvay siding!) 

Temporary vork £or plant construction. 

(4) Buildings and structural £inishing. 

(5) Technical installations/equipment, air conditioning, 
ventillation, steam, hot/cold vater,vaste disposal, 
emergency power plants, storage tanks, fUel tilling 
station, £ire lighting, etc. 

(6) Special problems (eg. pile .foundations, ground water table, 
ramps, £oundations tor heavy equipment, etc. 

(7) Sul:Dit a report o.t the .findings and recanmendations. 

Civil Engineer with extensive experience in designing and 
constnicting chemical plants. 

English. 

The Government o.t Tanzania gives high priority to the 
reconstnictian o.t the agricultural sector. Following this aina 
a soft loan agreement was reached with the Italian government 
to finance the establishment of a pesticide manuta~ing / 
formulation plant to produce J,ooo tons/year copper oxychloride 
and 6,500 tons/year pesticide formulations ot various 
canpositiom. The equipasent and pocess lr:nov·hov is to be 
supplied by TEQfIKQIT, Italy, en a turn key ba.sis. However 
the civil works will be ca..~ied out by local construtiCD tirms 
based on a general civil design to be supplied by T!QJIMClfr. 
The local constructor (s) shall be selected by tender. As the 
plant vill be a tirst ot its kind in Tanzania there is great 
need tor advice fran an independepenent expert concerning the 
civil works required. 

NATIClfAL CHEMICAL INOOSTIIES, 
P. O. Box 9643, 
DAI ES SALAAM• , 

5th J ~ry' 1987 
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JOB DESCRIPTION Annex 7 

SI/UnT/86/075/11-03/32.1.G. 

POST TITLE: 

DURATION: 

DATE REQUIRED: 

DUTY STATION: 

PUR~OSE or THE 
PROJECT: 

DUTIES: 

Expert in Engineering, Construction and 
Commissioning of Chemical Plants. 

One month (split mission). 

May 1987. 

Milan with ?Otential travel in Italy 
(two weeks) - Oar es Salaam and Moshi, 
Tanzania (two weeks). 

To assist the Government of Tanzania 
(Na•ional Chemical Industries, NCI) in the 
establishment of a pe5ticide manufacturing/ 
formulation plant under an Italian Soft 
Loan Agreement. The plant is being erected 
with the cooperation and a contract with an 
Italian firm (TECHIMONT) and Italian . 
suppliers of process technology and 
know-how. 

The expert shall review and evaluate the 
know-how and facilities of the contractor 
and ascertain their standards and the 
progress made in the implementation of the 
project and report on its findings, as 
follows:-

1) Review and assess the know-how and the 
facilities of the suppliers, offered by 
the contractor. 

2) Ascertain the suitability of the know
how and technologies to produce all 
types of products included in the 
project in conformity with international 
standards and to possess multipurpose 
flexibility required from the 
formulation plant. 

J) Evaluate the work programme and progress 
of suppliers as regards the use or 
Tanzanian raw materials in the formulation 
of the end products. 

4) Draw up a training programme with the 
subcontractor ror project personnel to 
run and maintain the plant. 

5) Assist in reviewing th~ civil engineering 
designs in consultation with the UNIDC 
civil engineering expert. 

6) Submit a report on findings and 
recommendations. 



LANGUAGE: 

BACKGROUMO: 

INFORMATION: 

KS/jsk 
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English. 

The Government of Tanzania, in its aim to 
~econstruct and develop the agricultural 
sector on a priority basis, has secured a 
soft loan from the Italian Government to 
establist1 a pesticide manufacturing/ 
formulation plant at Hoshi. The plant shall 
produce 3000 tons/yr copper oxychloride, 
needed for the prota=tion of coffee crops and 
6500 tons/yr various pesticide formulations. 
Tecnimont, a reputable Italian e~ginnering 
and construction f irrn has been selected as 
contractor for the implenentaticn of the 
project on a semi-turnkey basis. 

The basic civil works design shall also be 
supplied by Tecnimont. NCI wishes to obt~in 
advice and a critical evaluation of the 
quality of designs and supplies offered,as 
well as the progress made by the contractor 
in the implementation of the project. 
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The Resident Representative, 
UN System, · 
P.O. Box 91a2, 
DAR ES SALAUf. - {ATTN: HR. KIIUCHI) 

Dear Hadaa, 

BE: SI/URT/84/801 - PESTICIDE PILOT PLlft 

Your letter ot Ref. No. SI/ORT/34/84/801 dated 24th 
July, 1986 refers. We acknowledge with th&Dks receip~ of 
the report by Hr. Szabo on the above mentioned project. 

We agree with most ot the observations, conclusions 
and recommendations made by the consultant. These are 
ve-ry useful, as they all point to the need to be ve-ry 
cautious and to take appropriate remedial measures in the 
course of project preparation and implementation. 

The Ministry appreciates the useful comments made 
especially on the contract entered into between NCI and 
the Technical Collaborators - M/s. Technimount of Milan 
Italy. These have been noted and we are going to act on 
them in the course of project implementation. 

We agree to the project proposals and recommendation 
that further technical assistance from UNIDO is necessary. 
As poi1,ted out NCI will require from UNIDO a consul taut 
during the first Project implementation co-ordination 
meeting with collaborators and. during the project impleme
ntation review meeting to be held in the second half of 
1987. His presense is considered useful as a .'review of 
all technical aspects of the project will be made with a 
view to correct any deviations trom plans and also to incor
porate any changes arising from new developments in the 
course ot project implementation. Required also is provi
sion ot more technical assistance in the !orm o! experts 
to assist in the start up and commissioning o! the plant. 
The experts to be provided will assist in providing 
training to local personnel to ensure that the plant runs 
on smoothly after their departure. 

• •• /2. 
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~ssistance is being sought in the establishllent ot a 
Research and Developaent Laboratory at the Tropical Pesticides 
Research Institute at Arusha, where it will serve the purpose 
ot checking and aonitoring the quality and effectiveness of 
the products to be aa.nutac~ured b;y the Moshi Plant, besides 
carr;ying on research on the developaen~ or new products and 
the use of locall;y available raw materi"als. 

In view of the foregoing the Ministry of Industries 
and ~de fol'llall;y requests UllDP/URIDO to assist in the above 
aentioned areas b;y providing Technical Assistance, in line 
with the recommendations put forward b;y the Consultant after 
consultations--with BCI. 

Looking forward tor ;your favourable response& 

Yours faithfully, 

~~~~~ 
(E. E. Ha:ngesho (Hrs)) 

tor PRINCIPAL SECRl!.'TARY 

c.c.:- The General Manager, 
National Chemicals Industries, 
D..\R BS SAL.UM. 
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Establishment of a Pesticide Plant at Moshi, Tanzania 

1. Scope of Project 

To provide advice and technical assistance to the National 
Chemical Industries (NCI) during the erection, start-up 
and initial operation of a pesticide production and formulation 
plant in Moshi, to be constructed by TECNIMONT, Italy, as s~
contractor. , 

2. Government Executing Agency 

National Chemical Industries (NCI) 
Ministry of Industries and Trade. 

3. Total Costs 

The convertible currency component of the technical assistance 
project amounts to 05$856,000. For securing all import 
raw materials required for the start-up and initial operations, 
for at least three months, another US$2,000,000 is needed. 

4. Background and Objectives of Project. 

On recognizing the current dangerous.decline in aqricult~al 
productivity and output the Government of Tanzania assiqne(f 
highest priority to the rehabilitation and development of 
this economic sector. It has been realized that one of the 
basi~ deficiencies resulting in the low level of ~f fectiveness 
of farming is the lack and poor quality of the physical 
inputs, among them plant protection materials, available to 
farmers. Guided by this realization the Government initiated 
a progranune to rectify the situation. At the request of 
the Government UNIDO and other consulting agencies have 
carried out several techno-economic studies on the feasibility 
of the establishment of a pesticide industry which could heed 
the true needs of the agriculture in Tanzania and cater the 
most important and suitable products to the farmers. Based 
on these studies the Government of Tanzania secured a soft 
loan of US$.12.4 million from the Italian Government, which 
covers the foreign currency requirement of setting up the 
pesticide plant, as reconunended by the above studies. The 
proposed pesticide production facilities represent a rather 
complex operation. A reputable Italian company, Tecnimont 
the engineering branch of Montedison, has been selected as a 
contractor to supply the t~chnology and erect the plant on 
a turn-key basis. The conunissioning of the plant is expected 
around the end of 1988. The plant shall produce 300 tons 
of copper oxychloride, used for the protection of the 
coffee crop, ana 6500 tons of various formulations yearly, a 
substantial portion of which could be exported to neighbouring 
countries, qenerating substantial foreign currency earnings. 
In view of the scope, importance and expected impact of this 
new industry on the national economy, an extensive and effective 
technical assistance by UNDP to help a successful start-up 
and operation of it, seems to be utmost justified. 
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ANNEX 9 cont: 

a) Development Objectives 

Assistance to the country's effort to start production 
of pesticides and accelerate the rehabilitation and 
modernization of the aqricultural production throuqh 
the use of the pesticide locally produced. 

b) Immediate Objectives 

i) Assistance in the Orderly start-up and operation of 
the pesticide production plant in Moshi. 

ii) Traininq national staff in the art of plant 
operation and manaqement. 

iii) Achievement of international standards in the 
quality of products, that would be cmnparable 
to that of products fonnerly imported. 

iv) Sustaininq/production levels near rated capacity 
makinq possible substantial exports and foreiqa 
currency earninqs. 

S. Project outputs 

The project will result in: 

a smooth start-up and operation of the new pesticide plant 

the production of high and controlled quality of products 

plant production to reach and stay at full capacity lev~l, 
providing also products for export 

a proper traininq of the national technical manaqerial 
staff enablinq thP..m to take over the operation at the 
end of the project. 



- ll -
PESTICIDES PROJECT 

1. Project background (History): 

The project's feasibility study was prepared way back 

ANNEX 10. 

in 1979/80 by two experts from UNIDO following a request 
• from the government of Tanzania. 

• 

• 

The feasibility study recODDended the establishment of a 
pesticides complex for formulating/manufacturing the following 
products: 

Copper Oxychloride: 3000 Tons/year 
Wettable powders: 3000 Tons/year 
Granules: 2000 Tons/year 
Herbicide flowables: 1500 Tons/year 

The products are intended to cater for the·domestic 
market and to some extent for export to the neighbouring 
East and Central African Countries. The estimated cost for 
the project then (1980} was shs.126.97 million of 
which shs.60.34 million would have been in foreign 
current. 

Soon after the project's feasibility study was completed 
an investment proposal was prepared and approved by the 
NDC Board for implementation. Efforts to secure foreign 
financing were made throuqh TIB and the World Bank which 
approved an application for said funds. However before 
all formalities were completed to secure the pledged funds 
the World Bank withdrew their offer. Effort to find 
alternative sources of foreiqn funds succeeded in 1984 
when the Italian Government offered to extend a soft 
loan to the Tanzanian Government for financing the project. 
By the time the Italian Government loan was offered the 
project's feasibility study was already out of date and 
it was decided to update it in order to work out 
realistic cost estimates. The work of updating the 
study was qiven to M/s. TISCO. Investment cost estimates 
qiven in the updated feasibility study which was completed 
in the same year were as follows:-

(in Million T. shs. l 

FC LC TOTAL 
Plant and equipment 191:76 43:15 234.91 
Erection & Enqineerinq 
Services 57.60 8.70 66.30 
Civil Works 118.00 118.00 
Vehicles 4.93 4.93 
Furniture and Fittinqs 0.75 0.75 
Pre-operational expenses 19.18 19.18 
Installed Cost 254. 29 189.78 444.07 

•••••• ••••• ·-·-·· 
Workinq Capital 123.49 567.63 



------------------

- 32 -

The proposed financing pattern was as follows:-

Equity 
Lonq term loan 
BanJt Overdraft 

Total 

208.50 
266.44 

92.62 

567.56 

--=== 
Soon after the re-appraisal, tenders were invited for the 
supply of machinery and know how services. M/s. TECNIMONT of 
Italy were selected out of the tenders and det~iled negotiations 
leading to the signing of a contract were held between them and 
NCI assisted by experts from TISCO towards the end of 1984. The 
total contract price for plant and equipment inluding know-
how services was US$12.38 million. However first the Italian 
Government has offered an amount of US$.7.S million for 
meeting the project's foreign costs. There was therefo~e a. 
foreign financing gap of US$.4.9 million. An application· 
for additional foreign funds was therefore made through· the 
Ministry of Finance to the Italian Government. 

In July 1985 during Tanzania/Italian Governments joint 
Coamission consultations the Italian Government agreed to 
provide the additional amount. Arrangements to finalize 
all necessary procedures to facilitate utilisation of the 
pledqed loan funds connnenced soon after the joint Commission 
Consultations (i.e. July 1985). The Banlt of Tanzania, 
Central Bank of Italy (Medio-Credito) and the Finance 
Ministries of both Governments signed the •Financing 
Convention• in March 1986. It had been expected that after 
this stage it would be possible to start utilising the money 
at least for effecting the 20\ downpayment on plant and 
machinery. It was however learn that there were still 
lengthy procedures to be completed between the Italian 
Government, Medio Credito Centrale and Bank of Tanzania and 
therefore the _funds could not be disbursed straightaway. 
The said procedures were completed in early August, 1986 
and the 20\ downpayment was made at the middle of the same 
month. Due to delays in completing necessary procedures and 
effecting downpayment the machinery supply contract signed ~n 
20th December 1984 had to be extended for l~ years i.e. 
these extensions facilitated keeping prices fixed from 
December, 1984 to 30th March, 1986. As mentioned above, 
the Technical Collaborators received the 20\ downpayment 
in August, 1986 - about five months from the contract's 
validity date. 

The collaborators therefore demanded a price increase of 
22\ to compensate the financial loss due to delays in receiving 
the downpayment and also the loss in view of the current 
unfavourable exchange rate between the Dollar and Italian 
Lira. The main factor emphasized in their claim for price 
revision was the unfavourable exchange rate between the 
dollar (which is the unit of payment) and their local currency. 



• 
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In a meeting held in Milan between NCI, TISCO, Mbaga Melvin 
(consulting Engineers) and TECNIMONT from 22nd - 25th 
September, 1986 to discuss and work out the project's 
implementation schedule the issue of price revision was 
discussed at length and two alternatives were proposed 
to resolve the issue:-

a) Acceptance of a price incre.ase from US$12.38 million to 
US$15,103,600. If this option were to be adopted the 
Italian Government would have to be requested by the 
Tanzanian Government to give an additional loan to 
finance the gap. 

b) Conversion of US$ to ECU at the rate valid on the date of 
contract signature i.e. 20th December, 1984. 

After Consultation with relevant Government Authorities 
NCI has decided to opt for alternative (b) alone. 
Instances of this nature are not new to Tanzania as 
a number of projects which are financed by the Italian 
Government have faced the same situation:-

A meeting has been proposed to be held with TECNIMONT in 
Dar es Salaam before end of October or in the first week of 
November to discuss on implementation of alternative (b) 
above so that the addendum to the contract can be forwarded 
to the relevant government authorities to finalize the 
process with the Italian government and allow work to start 
without further de~ay. Based on the recommendations of 
those negotiations, the Arusha Meeting of late last November 
between the Italian Government Delegation headed by Minister 
of Foceign Aid, Mr. Raffaelli and the Tanzanian Delegation 
led by Minister of Finance, Mr. c. Msuya gave the green light 
to the implementation of the project. In order to reduce 
variations in the cost of foreign currency (FC) requirements 
it was agreed to apply ECO or DM basis, whichever was more 
advantageous to Tanzania·. 

With regard to local costs obviously the original investment 
cost estimates have been invalidated by long delays in 
implementation of the project and the recent devaluation of 
the Tanzanian shilling. NCI has therefore requested UNIDO 
to make available the expert who had been provided to assist 
in the implementation of the project on split missions to 
assist in updating the feasibility study with the assistance 
of NCI staff. The expert is expected to be available the 
second week of November, 1986. After establishing current 
investment cost estimates effort will be made to mobilise 
necessary local funds to bridge financing gaps. 
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Implementation Progress todate 

Besides the above reported proqress the followinq has been 
initiated/accomplished:-

Contract valued at shs.14,692,149 has been awarded to 
M/s. Lucas Construction Company of Moshi for tuildinq 
4 staff houses including fencing of the housir.q plots, 
and external works. 

The contractor was handed over the site on 19':h s~ptember, 
1986 and is expected to complete the work on or before 12th 
June, 1987. It is intended to complete construction of the 
houses early enough to accommodate Engineers who will 
come for erection of the plant. 

Followinq the meeting held in Milan between NCI, 
Consultants and TECNIMONT the project's implementation 
proqranme was worked out and became effective within 
the Arusha Agreement. Tentatively it planned to complete 
civil design work by March 1987 after which tendering 
for civil works will follow. Construction contract 
is expected to be completed in 19 months. Machinery 
shipments will commence in late 1987 and erection of 
machinery is planned to begin in 1988. Conanissioninq 
of the plant is expected to be done at the end of 1988 or 
early 1989. 

GSM/em 
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corru.cr FOR TECIDII~ DOll-HOlr AllD MQIIRE - ·JPPLY DlTFJ> 2ont DECetBU, 

19fi-t ElilEIEU nm> Br ARD IEIVEF.lt HATI<IW. amtICAL DllUSTRIES (TAR7.AHIA) 

ARD TEaflK<ltT S.P.A. (ITALY) AS MODIFIED BY AHElllltEllTS llO.l ARD B0.2 

Da\TEI> 29'1'11 JUlll1 1985 ARD 16TB .JArlUARY 19861 IESPEC'l"IVELY • 

VllE!F.AS the caring into £orce ~ the cttrrlACr bas not talen place vitllm 

31st Harell, 1986 as pl'OV'ided for in A• 1..Wnt 110. 2 to tile <XllTRACr due 

to the .tact that the down payment 0£ us I 1 14821 000 as prori.ded. /or in 

Clause 15.9.1 vas not received vithiD SUCh date. 

VllEREAS on 22nd August, 1986 COITIACrOI received such down pilJmellt thrmgll 

CCllTRAC'l'OR• S 8'IC; Whereas all the concliticns ot determining the e£f'ective 

date of tbe Contract have been fUl.Eilled as per lrticle 1. 

WHEREAS Considering the .t'luctuations of the currency i.e. USD against tbe 

Italian Lira, the Parties have agreed to change the unit o~ paymmt umler 

the Contrac~ traa USD to Ear in order to reduce as IUCh as possible the 

negative consequences .for.both Parties comected with tbe .t'luc:tuation ~ 
such currencies. 

lf(ll THEIEFOIE it is hereby agreed by and betveen the Parties as follows: 

As The structure of the portion of cnrnACr price deDCDinated in US S 

and 11eDtioned in Clause 15.1 of the corrRAcr, i.e. us S 12,380
1
000 

bas to be considered as follows: 

- US I 11 4821 000 corresponding to the amaunt of the down payment 

(as per Clause 15.9.1) already cashed by COH'l'RACrOl
1 

plus 

- EaJ 15,209248 corresponding to us S 101 898
1
000 converted at the 

rate of exchange prevailing an.20th December, 1984 (date of 

signature Of the COITIAC'r) 1 i.e. US S 1 • Eal lea9560. 




