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Intl·OI..tu~tinll 

In June 1968 the Agency for International Development (AID) auLllm'­
ized a loan of $7.0 million (later incre,sed to $8.2 million) to the 
Government of Malawi (GaM) to assist in\financing the construction of the 
Lake Shore Road.) The projeo·:; consisted of two sectiom (Balaka-Salima" 
90 miles, and Mua-Monkey Bay, 36 miles)" and was to be completed in early 
1971 at a totai cost of $8,750,000 (including contingencies) or a total 
of $8,207,000 if constructed by fOlce account. r.l.be route is indicated in 
the map atta(;hed as Annex A. The troad was actually completed with gravel 
surfacing in November 1972 and is now being bi tuminized."j The present work 
will be completed in August or September 1974" and will bring total projec\ .. 
costs to approximately $9.3 million, net of the residual value of equipment 
procured for the proj8~t. 

This evaluation report was undertaken for two reasons. First, the 
road was constructed by GOM forces with management assistance from a U.S. 
construction contractor and construction supervision by a U.S. architectural/ 
engineering consultant. Since this "modified" or "managed" force account 
approach is unusual and controversial for AID (although common in the U.S.), 
the Africa Bureau decided to assess its advantages and disadvantages and 
possible relevance to other road projects, in Malawi and elsewhere. Secondly, 
AID has been considering for some time how the Agency's evaluation procedures 
for non-capital projects should be applied to capital projects. This project 
';·.!15 :::.:;cn d ~t!d CI.:~ ~~ goc.(~. e.,~.ample of the importance of continuing evaluation 
in the case of traditional construction projects, du~ to the change of a 
major assumption affecting the project's economic benefits. (The G~~ decided 
to rehabilitate the parallel Balaka-Salima railway, although the e~onom1c 
analysis assumed that the railway would be abandoned and all heavy traffi~ 
would use the Balaks-Sa11ma road.) Consequently Lhis report attempts UI 
assess the impact of cilUnging assumptions on 111e project's rationale and 
discusses some implications for proJect analysis and evaluation. 

Section II below presents some background information on MalawJ's 
economy, discusses the role of transpor"':. in Malawi's economic developm(:nt 
and sketches the evaluation of the project design. Section III briefly 
reviews the implementation of the project and summarizes the findings (':1 

force 8e:count construction. The detailed analysis of the "managed fOl':'ce 
account" npproacil in contained in Annex D. Section I\c analyzes the no."ture 
and incidence of project benefits as originally preser,ted and as they now 
appear to be working out, und outlines a very preliminary retrospec ti Ve 

benefi t-cost analysis. 'lhe project "logical framework'l is included as 
Annex C. Our conclusions and recommendations are presented in SWtlTlB.ry form 
in Section V. 

The report was prepared on short notice on the basis of a fai:-ly 
brief field visit and is therefore less comprehensive than 1 t might o ';.."ior-· 
wise be. Additional .Lnformation would probably not change the conol\U;i\>n~ 
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concerning "managed force account" as a construction alternative"however. 
With respect to the economic analysis" the conclusions are necessarily 
prelimina~Jr and tentative in any case since the roa~ was only opened in 
late 1972. The information needed to reach more definite conclusiona 
will probably not be available for ~everal years. 

Although the first draft of the overall report including Annex B 
was prepared in May 1973" the final draft was not completed until June 1974. 
This has permitted the inclusion of fuller cost data" and has allowed the 
report to take into account some relevant recent developments. 

Annex B was prepared primarily by Gordon Manly" a retired AID 
civil engineer with road construction experience (contract and force 
account) in both the private and public sectors; the remainder of the 
report was prepared by John Westley" REDSojEA Economist. The report 
benefited from the ~enerous co-operation of numerous individuals in 
Washington and Nairobi and in MAlawi. The writers particularly wish 1.0 
thank Mr. Stephen Whitmer of the Africa Bureau who acted as the AID/Wa~h­
ington co-ordinator" and Mr. James Farber" Deputy Chief of Mission of the 
U.S. Embassy in Blantyre who provided indispensable assistance during our 
short vi si t to Malawi. 



II. Baokground 

A. Economy of Malawi 

Malawi is a small landloo~ed oountry in southern Africa with a population 
of about 5 ~illion an~ a land area equivalent to that of the state of Indiana. 
The country extends roughly 700 miles north to south and 120 miles to west. 
Most of the eastern border' is formed by Lake Malawi (previously Lake Nyasa), 
which itself is 365 miles long and averages 50 miles wide. The country consists 
largely of plateau. 4,000 - 5,000 feet above sea level although there are 
mountainous areas in the north and 30uth with altitudes up to 10,000 feet. Lake 
~~lawi and its adJaoent plains lie about 1,600 feet. MBlawi (formerly Nyasaland) 
became independent in 1964. 

Nearly 90 percent of ~he population derives its livelihood from agriculture 
whioh accounts for 50 percent of GNP and 95 percent of exports. The principal 
sUbsistence crops are ce~eals (mainly maize and pulseB~;the principal cash and 
export crops are tea, tobacco, cotton and peanuts. Smallholders produce nearly 
90 percent of Malawi's agricultural output. Estates account for the remainder. 

Malawi's growth performance since independence has been excellent. Although 
the growth rate fluctuates widely from year to year due to the influence of 
weather an! agricultural output, GNP growth has averaged 7 percent per armum 
since 1964. However, per oapita GNP is still below $100 and Malawi is included 
among the UN's 25 least developed countries. Nearly one-third of the labor 
force of about 1.5 million is in paid employment, (including about 200,000 in 
South Africa). Information on income distribution is not available. but the 
high PI'ufOl't.lon of thE: labor force in paid employment and the widespread partici­
pation of smallholders in the monetary economy suggest that the distribution of 
income in Malawi may be less skewed than in may other countries in AfI'ic~. 

The Government's develppment policies have concentrat.ed on increasing 
production by smallholders, particularly through the establishment of several 
integrated rural development proJects. 'lhese proJects have been generally 
successful and already cover areas containing over 15 per-cent of Malawi's 
900,000 farm families. The Government's Statement of Development Pol1ct~z, 
1971 - 1980 (DEVPOL) envisages continued concentration on increased out!,:" . t. r,y 
smallholders with a slight acctlleration of GNP growth to 8 percent per aru:\.lm. 
This probably n~t unrealist, although achievemen~ of this rate of gro~th c~uld 
be constrained by shortages of skilled manpower. inadequaoy of domes tic t:;!l Jings, 
and balance of payments pl'oblems.V 

Malawi has been very successful a~ mobilizing external assistance, 
particularly from the IBRD, United Kingdom. Federal Republic of Germany and 
U.S. With the exception of several small manpower development proJects, 
U.S. assistance has be ell entirely for road construction. 
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B. 'I'r'anspOl't Development in Malawi 

Unlike Zambia and SouthcI'n Rhodesia, its former partners in the Central 
African Federation, Malawi had neither significant mineral resources nor a large 
white settler population, and consequently attracted the least interest of the 
three territories during the 9010nial period. Among other things, thislef~ 
Malawi with relatively poor tt'ansport facilities at the time of independence. 
A railway provided service from the Mozambique port of Beira as far north as 
3alima, and operated lake services connecting with the railwa~r at Chipoka (See map). 
The road system which was,des,igned primarily as a feeder network for the lake-rail 
system was relativel~ extensive but built to generally low standards (only 200 
wiles of the 6,OOO-mile road system were asphalted.) In order to protect the 
railway's position, trucks were restricted to short hauls and low speeds. Improved 
roads were largely confined to the plateau areas, particularly the Blantyre -
Zomba area i}'1 the south. Travel between various parts of the country was difficult, 
and travel along Lake Malawi wa~ almost !mpossible. Roads from the p~ateau touched 
the southern and western shorrs of the lake at several points, but: t '1iU;" generally 
necessary to return to the plateau in order to reach another point on the lake by 
road. 

The government of the immediate prs- independence period accorded h:,gh 
prJority to improvement of Malawi's transport system as a means both to accelerat~ 
economic development and to foster naUonal integration. It gave especially h:!.gh 
priority to the cons truction of roads 1inkin;~ the> lowlalld areas alor.g the lake 
and r'2quest8d If .8. 'lssistance in stud:.'.i.ng the f,~asibility of a lakeshoI'3 road. 
AID provided gran t finanCing for a tran~;port sector study which wa..; cal'rl.p.n out by 
Surveys and Research Corporation of \oJashington DC (SRC). The field worK Wt,s done 
in the perio~ June 1963 to March 1964 and the final rl:port, I'Ha tional '1'l'CU13f,(:cta­
tion Plan for Nyasaland", viaS issued in ,Juw' 11:)\':" 

The ;T1C s' cLor study dP.Vf<~Oppd e~tim8tp~, of i"r;lard rOt' lrr:nsport. !i'~l'vicr_!3 and 
ir,ventoriecJ j',t'<lrlsport. Cc:clULit": in MalmoJi us :I:' 19(J.5, i1.:~ a basi;; 1'01' rr-('!orrJn<;'nding 
a four-phasf~ 2')-year road irr,!;rn'("ment ~'rot":T'nn~ :tr'd a series of imnro'.'emer, ts ar.d 
further' studjr-:,; for r'oad, r'ail, air ilr.el lake -:'m~port. IHt.h l'espC:'::t t~: tn,:: st,udies, 
;,HC recommended that nr'!,l I,t'1::"l'it.y be ,~iven to fur·ther ir.'lr:sti[A.t:O;l 0;' ~,\,,~ altel'­
natiV(![3 01' "xLt-:n;;ion elf 1)1.' :"dhmy f'l'OIil :~;J::'lrr.a t,(1 Lilongwe vp.rf'u.s ,,0r,~r,1'1..l'. C:Ol' of 
a rail Line l.o a new 13.ke POl't at Monkey Bay, a!'c.1 ';0 rC[ld-r;dl alterrJ[d,: '0,: in 
thc LlLllaka-,:a lima-Lilongwc ~ :'ianglr, 1 n F,"~nvl'a:'. -n1'~ o1.:.rJ!r l'ecomr.1el1'le:d 1'11':, t 

pdorit.,v :;t','ldle~; were tnve:,t;tl<;ation or ;1 liLf' t) th.· Mozambique· raih;ays at Nova 
Frdxo lO provJdt, rai.J, aCi'L'~;~' ~o the port of l!acala, ilnd f'!l1~i.i.bL!.i"t:i s::-urlif.: of 
rond proJects Lo OP umlcrtab"r-, by 19,(0, 'The I'oad Pl'oJ"c ~,s r~~comrn8r,ded for 
illlll1edlatE~ c()tl~ijdf'ration W2!'0: t.he asph1: t,j r.~~ 0" the rCtcu fl',m :Jinni:yr'(:: ':.i,r(.i\I,:;:~, 

Zomo:1, Liwollde and BaJaka to Lilongwe a!ld t.lc ;=amb~{"(rj ::.r.-'rdcl', ar'ol ,~(Ir~l,,:~'jctio:-. o!' 
portions of the Lake [;hore Roal"\, par'Uc'llarly from Karoll£/. ;~Ol't.i. ~o t~:e 'rar.~r.r._a. 
obrtlel'i tram' 'Salimri north to l{.I'\,otakot1.l, and [l'om Li wonde to ;·ta:lgochl. .'~R':: 
Ye-coinmend'ed Ulat other r-oad projects ue lindo-taken ov"r' th,' ~rj,yj :'j7',- l~e~ 
based on furth81 feasibility stUdies. ~/ 

http:1morovemer.ts


The trunk road syste~ included in the SRC recommendations begins at 
Bangula in the far south ,of Malawi" runs tnrough Chikwawa" Blantyre and Zomba 
to T4iwonde" then branches off' into a highland road (running through ORdzu and 
Lilonp;we Lo Kasungu" Rumphi and finally Karonga und thf: Malaw1 - 'f"ul~l1.n.111. 
border) and a lowland 01' lal-;:(I)8h,)l'c road (Balaka-.'1aUml\ I\II(J ,MnnWJUh,I-Mollk,·,Y III\,Y­
Ralima" then Horth to Nkotakota, Nkhat~ BRy and J nlund to J01n the hi f:J;h Il\Ivl 
road near Rumphi)j the system connects with ZamhIa's Great Enst Road at 
MchinJi (See map). 

Although SRC recommended that the ma,Jor roads be constru'Jted and improved 
in four phases over a 25-year period ended in 1988,. most of the roads will be 
completed by 1977, the end of the 8RC second phase. As of that date there will 
still be a gap in the north between Chilumba and Nkhata Bay and Chilumb~ and 
Kasungu, but the remainrj(:r' of the system will have been completed and asphalt 
surfaced. 

In order to accelerate the phasing o~' the road progra.n recommended by 
SRC,Malawi devoted a very large portion of the development budget to trannport 
(36 percent in t.he period 1961~ - 1971) anel relied h~avny or. financing uy the 
IBRD (Zomba-Liwonde-Dedza-Lilonl?;we, Lilongwe-Knsu.'1glJ), UJ~ (Liwonde-Mangochi­
Monkey Bay, Salima-Nkotakotn-Nkhc.tn Bay, FRG (Karll!1ga-Ch1l1~ba) and ~ .,s, 
Il, addition to the Le.ke Shore Road, AID has provided loans for com;tructiol''. ;)f 
the 52-mile Chikwawa··Bang,.lla road ($8.3 million authorized June 1973'. :~;ub­
sequently increased +'0 :£10. 3 million) Ilnd Uw{8-mil'c Lilongwe-~1chin,H road 
O/i 1 .11 m~ l' :in:., '.I~+\J~";. ci 1 .Tltne 10,'IlJ.) , Of '~he thr:!e lJrO,I:octs financeci by AID, 
the Lake Shore Road r,pr,""ents th<.: greatest accr:ler'ation '';1' ~:;iIS '" rp,_,,:.1!i·. :jJ~,l 
phasing, while the Lilongwe-Mchinji road is \'",' 1 b~qind tb·~ SHC ph~:!:inblr •. .\ 
the Chikwawa-Bangula road is roughly on schedu! c .. Y 

The railway ;jtudies recommended by :Jh'~~ were Lni, .'·,Il~en during the 19bO'}') 
and early 19,'0'[50 The Nacala conY1r,ntin:l fill:, :;omrJl,'"('.: in 1969, There '~as 
inl r.:Lally some int.erest in rlcvt'1opinp; a ,-'I-. flO'.1thepn ':"L!L~l port p.r.r.l aoundC'ninG 
the Balaka-SaUmn. secUon, but t'b~ dc(!icion ',0 mov(> the c;~c1 1.<1 ~ t 10:11 ~:olI!L'a to 
Lilongwe mnde the extrmsion of the railway ',0 Lilong\~'-, mue!: :J1(jj,"! a";;~3ct·:V(. 

WhEe hoth the ATn finnneing fC'lr tbr: J.'l.k':, Shore nond (lJ68 e.r{l lho spa, 
financing Cor the ?umbn-Ulongwc road 1'19(;1'\ were prf~di"::ilj·,.(! to Gome ' :' ','r , .. n 
abandnnment of the Ea1:1ka-,;~",Lima rail linc. th0 Govel'lI!lJen;, had :Jy 19,(,'J l' .;.;i·'~d 

feasi 'u1lity reportc on !Joel! tl1", rehn.ld]t '1",\ t t -,n of tile E:11ltka-~3u.l:_ln 1 :L-:--.lr;d 
th'~ ~;a1:Lma-Lilongwe extension. A :3t'ldy (,;0.,: .l'.:t.C'c\ !)y Pr i i J , f'h con~ul··,:lt:;; il. 
1972 cOl1clurif~d thai" ;;h,' reh/~bjlitJt'I: . .':Y' \'lot;ln 1~.Jl I" ;1" '.c r

:' -, : L:.",:·,~fi(;(;:.::. mis-
:3.1J.ocation of resources, i;ut l'<2CUilUnC'I(;.;<i f:'!'U,t'l ~; ... ';1 • ~E' I ~ J\,'(,;.;w. 
'3xtt~nsioIl. In t~al'ly } fl 7h M:J.1A.wi ~;ecur'(".l .1 ':·arJ'.'l~::!r. 10:-" ~',.~' :r.2() :r,lli.iur. f'Jr 
thc"' '~xtenfi1on,wh ... chj~·: to hp (;omp18tp,~ .\;~ -:'~/17. 'r"t- :"":.~·lb11:t~n"-,i0:--J 0." :h.-; 
I3alaka-Salima sectlor. 1[; +:'0 be con'i~l' ~':ll h~ ~I'/r(). r::r.Jp01cE. will r('l~i:" tr.~ 
major southern lake port, and Is D,elnf, Y'f'11.31~jitnt,ed and eXr'l.;-"~·.ld und":I' :r;;,. 
credi t for the Karongn ProJect.' 

http:expi;:,.4d


C. Lake Shore Road - Pr,oJect D~ , 

As noted above~ the Sf{C transport sector study was issued in June 1964. 
Dr'. Bandu, then the Prime Minister of the pre-independence government, had 
requested U.S. support for a lakoshore road project during a visit to Washilgton 
in October, 1963, and repeated his request during a subsequent visit in 
December, 1964. Base~ on these r~quests and the results of th~ ortgt naal study, 
AID agreed to finance a fensiblli ty study of the proJect. '!'he field work was 
performed by SRe in May, June and July, 1965; the final report was 1Rsued in 
Msrch 1966. In June 1966 AID authorized a $200,000 development loan to finance 
the final design work. The design contract was awarded to Tippetts-Abbett­
McCarthy-Stratton of New York (TAMS) in May, 1967. DC'. Banda requested an 
AIT) l('l~n f'}l" (lOI;lst,ru('l+,i on of the project, in .June 1967. AID auth:>rized a 
$7 million con,truction loan in June : 1968. 

The following paragraphs trace the development of the projects as ref. ~cted 
in the t l'>'O SRC r eports and the two orl ~ina 1 Capt ta 1 /I.. s is ance Paper::; , 
pal'ticularly with respect to project scup.~.. star~ s , anc1 bene fits. noad 
stalldards and costs are discussed mo re fl..1 i n fll' 'ion I and t he pr'ojec<; 
e()onom1c analysis 1.3 c1iscussed in gr an ,: ' d" t 1. in e<'t t n IV. 

1. Nat.1onal 'l'r-ansportatiol] PJ El n for NloRe1aT?c.:!-i.ruH:: 19611, 

The original SRC ('epor 1 nol U .C l' cornmendn-c .i.onr f ell" " ~r. ph&. .• ~ I ' L11t', 

sl.andards of 0 0 stl'ucUon for t hp. lul l ['1)' ~ i1ore fload (exte db '; 117'"( i'l •. ,, ~, 

f rom Liwonde :lI . t.hp souLh t o 80ngwe a. t;110 Malawi-Tanzania ol'-jC'r i -a!.. en c' :'; 
for the Lakeshore Road more na r r ow . clen 1 d ( extendjn~ 281 miles f'rom I-:e 
vicini ty of Balaka to Nka t il Bay). ~/ 

There 18 r'elati e ly] it. t le dl 0 116s j 01 n t.} e l 'l. por!, )F' t!: :' \ .t. --:er_8 ".)t' 

determinine t.he pri(JriLy of thl-! Lak . v 'i) Road 1.n general 0 ) 'Of ~ Ie r -:La-,:'·/'.! 
priori ty of the individlifl,l ~l egmen~' h,Hega.rd 1ng the Bdaka- i~alima aT. 1or .. hy 
Bay links. fue report not.es that, "The heavil y popula .~( ' (!orridor 1nc l l.ltl ~ 19 
Liwonde, Fort Jonston, Monkey Bay and Sal1rr.n :1.150 nop.ds a f; od h1ghwa,~ . ' uta !.\; 
oonstruction should be used to fully d ve1. op 1, e () ort'iul,) (wh1 h f::Xt.~n!1 .\ 
through Kota Kota and on to Ban awe a nd Nlt'l t Day) , f 51 
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\vith respeo;t to the Balaka-SnUma and f1ua-Mof'lkey; Bay. seotions the ~epoI';t; 
states the Justification pI'5,roarily in terms ofi tourism deY'elopment, not 
a~riculturaw development: 

"The lakeshore rout~ improvement would greatly. fac:i:Utate 
the transport of farm products, promote additional·agri­
cultural development and open up rake Nyasa to rerreation 
and tourism. The importanoe of improving the sQuthern 
section of this route (Balaka-Salima) fIJI' :tde latter 
purpose (i.e. tourism) jllstifies a somewnat higher standf:\rd 
of design on the portj,on south of Sa11ma than further nonth. 
A connee ;:.ion to this pox'tion of the lakeshore highway from 
Monkey Bay (Mua-Monkey Bay) is also proposed and included 
~d1 the development road system. This connection is 
necessary to complp.te the access to the lake along the entire 
route' and provide for optimum recreational and tourist use", §I 

\011 th respect to construction methods, SRC recommends that the QO[vl 

move away from alffiost exclusive reliance on force accow t methods and engage 
construction contractors for all major projects involving high-standard roads. 
SRC maint.uins that the quality of construction is higher if done by contl'd.ct 
and that costs will be roughly the same if all the costs of force account 
construct i on are taken into acoo\.IDt . SRC I S order of magni tude es tLlla te of 
$0 • .:. nll.llion 1 ur tue cons t ructi on of the Balaka-Salima and Mua-MonkC'y B~J' 
sections (including the Balaka-Sa lima bituminizat10n) assumed oontract 
construction of the Balaka-Salima road and force account construction of t he 
Monkey Bay link. 

2. Economic and fl;ngineering Survey of the Proposed Lakeshore Road 
Malawi (March, 1966) ------.---- --~ 

The SRC feasibility study of 196( r..i f:" fined the Lakeshort:: Road 8'" the 
3()0-mile link from Balaka through Sa11ma and Nkotakot.a to Nkata Bay I 
including the lateral connectioll bebleen the ' l a'{:\- aUrna aejljT1ent and + Ie 
Ft. Johnston (now Mangochl) - Monkey Bay road . '1'he f' corrunendatlons fo1' .... h<'! 
timing a nd standards of construction for the va i ous segmeJl..ts are summarized 
in t he fo llowing table: 

Road Seo Lion \ Mileage ) 

Balaka-SlllirTll:l 
Golomoti-Monkey Bay 
8a11ma~Nkotakota 

Nkotakota-Dwangwa 
Dwangwa R.-NkLta Bay 

, 
(95) 
(38) 
(6)) 
(35) 
(78) 

First Stag ~ 

(by 1970 -
!t e of -1_1n_""_~_£jm_~!: 

Cla. s II gra "d 
Class HI gravel 
Bridges only 
Bi't'Clgee only 
Bridges oniy 

Secor;. .3 t age 
( 1971.)- 1985 :: 

~e of Imp.~~~ 

1- lane ai- ~.ha 1 t 

Im "1'0 ·c nel 1;,8 

Class III gravol 
Class III gravel 
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The feasibility stusiy: 'fu36umes tl'int,' the firs t'. s"tage construotion ~()uld be 
compret~d by 1970, \,li th 'the seoond stage oonstruction foHow.!ng 1~ the 1970-
1985 period as the improvements become justified . 

SRC provided. t\,lO separate economic analyses for the project - one based 
on incrementrl regional 1ncome made possible by the construction of the roads 
and one based on road use!' savings for generated 'cr.africj the first gives an 
upper limit for the benefit estimates and the second a lower limit. Both 
approaches assume other GOM regional development measures (princi~ally 
aggressive agricultlral development efforts and feeder rond construction). 
Under both approaches the l east L\ ttracti ve segments from a benefi t- cost point 
of view were Dwangwa Hi ve~ Nkat:;\ Bay and Balaka-Salima. SRC recommended that 
(a) the Dwangwa River-lika ta Bay section be dropped from any AID-financed 
p]~oject and be constructed to mini mal standards by GOM f or ces, but that (b) 
the Balaka-salima sec~ion be retained in the project due to its impor t ance to 
the sections north of Sali ma. This recommendat ion assumed that the Balnka­
Sa1ima railway line would continue i n service indefinitely. (According t o 
t he report, t :ie conti nued existence of t he r ailway line merely post ponod +.he 
time at whi ch Ditumini zation of the r oad would be r equ1 red . ) I n summary, ,'iRe 
r ecommended that AID provide capital assistance 

1\) ', "to undertake a project for engineel'iJ1g e. 1d construct ion of the 
Lake~hore Road sect :lons from Balaka t o the Dwangwa Hi var (nLldway 
LJe i;>'I~E:n I kotal{ota cloud Nka. r.a Bay I , and a 18 tera.:t. frC'!1I 00 lor H 

[later shifted sever a l mile s nOl' thwElrds Lo Mua 1 t o I,he r'o ·t 
Johnston - Monkey Bay r oad. USAID should tender ~\Ch 
a s sistance , keyed to t he condi tions th t , 

(a) u n gional agri cultura l doveJ opr f?n t pl n e oornp ~etcd 
wi thin twe l ve mont hs 

(b '\ construc t i on of t he nwam~1a Hi v l' t o Nka .~ P.ay seoti n 
of the r a keshore Road b . cont1 ed by tht' GO~ 

(c ) the Lak~ shore Road dev lopm I pI", IS f u the f tl , 

be ke pt fte:.xi le t o take a~ COIJ'1 o f t he growt dul i ng t 
next few y ef.ll' S , and tat S .l h . P UT' hI' r e'1 s,~ \'/1. th i n 
thiI'ty - slx months 

td) the USAID and other roa d a :; ,-'"1':' e ,r,t ,, ~ .~ ·jbj~c :. .~ 
negotia.ted l'e - cheduliny, l ' I, I'O rll;mi g)!' :,oope

7
1 ';' 1':.; r. 

of the r e gi ona l developllIen ~ i 1)11 Ilh' I 1 JjJtf.ll • :./ 

Although there is 11 t tle exp1,:1o i t d i sc)' Isslon in J .. ' tifioe~ OJ! ('11 k u 

standard propos ed, SRC apparently r ecommended Cla<;!.. II ~'ave l f or tlvl rla ' . t1t.R~ 
Sa11ma section due to the r elative l y h igb proJ l')r', +.raffic vol umt3s ~ t oe. ~ ~I. 

rul e of thum for upgrad ing from Cla, s III cO Cl~S5 ~I at the C1b: K t ?C ~ 
vehicles per day whioh SRC es t 1/J18 ~c~ the Balaka - ~,'llim. ro~d ~IOtll.d :r~flQh t o 
about 1972). This would not, r.,t> ain the select on of Cla.SA II st ro' ')N13 t.'Clt"' 
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the S£\J:ima-Nkotakota section, but the report notes that the t'irst. ha~ I' 01' ehe 
section (Salima-Benga) had already, been constl'uoted to Class 1I I1tandut'<ifl 
and the GOM foroes were designing the second half (Benga-Nkotakota) 1.0 CrauH 'Xl 
st.andards. The report reoommends contraot' construction of the Dalukll-IIa.l1mu 
and Monkey Bay ~inks, and force account construction of 'the other lir~8, us ing 
contractors for bridge oonstruotion; it also reoommends this latter approaoh 
813 a praotioal alternative for the Balaka-Salima. The cost estimateD are 
based on looal oontractor oosts, and assume that force account construotion is 
25':'3r:f!, cheaper than oontract constructions. SRC points out that oonstruotion 
by U ~~_ contrao~ors would 9robably increase COSi s-Ry __ 25%. The cost es ~te 
for the Balaka-Salima and Monkey Bay~s (including s econd-stage bituminiza­
tion for Balaka-Sa1ima) was $6.7 million. 

3· capital Assistance Paper: Malawi-Lake Shore Road - Phase I 
(Engineering Servioes) (June, 1966) 

The discussion in the 1966 Capital Assi s tance Peper (CAP) is 
confined to the two sections of road reoommended by SRC for oonstruc tion by 
cont ract, i. e., Balaka-Sal1ma and the Monkey B1y link. '!be sections nort.h of 
Sa11ma are noted in passing and their completion is assumed in developing 
pr ojections for transit traffio on t he Balaka- dfllima sec t i on, bu t there 1.s no 
f'" pH n:l.t ment.ion of thf.' l"'ta tuB of thB Sa l tma- Nlmta Bay sl"c tions and GOM plans 
f or ~helr completion. 

The pa.)er oombines t he benefit- estimat10n approach.13 of the SHC 
fea:.;i bili t y study into a s ingl e bencfH-cos una . t:: wl ioh yields favorab le 
benefj t- oost ratios f or both t he BaJaka- 811M s.w r nnd the Monkey Bay link. 

\ Although t he analysis de~nds hoavily l" 01'0 ' 0 . ( j ('l'eaaes 1n agriou .turnl 
output both north and south or 3811 h . the1 '~ 1 !'I O Isse5timen IJ th l 1kel! hood 
t hat the output i noreases wi Rct'!.J y 1 ~ flah ' ,; } 0 1' of th (","mpl(lml' nL fry 
nOM programs neoes 'ary to hC'in a 0 j t t . . l IllPl·CI\, •• rr.cnto . '!'bis i e. £41 • trul I)f 
the r o eotad increases 1n fis h IMl'ke i /l p~nd i t ureu . Th 
"t r ansit t'a1'1'1c" Pl ' QJ OC 1 0" rail serv _'!c 'j l.he 
Balaka-oal j nla tn lJY) 97 . 

'rhc {,tandards proposed n 'I' Dam 
t-h(' cRe fea ~ bill y otudy. Whet' a lS "'R , 
~ Or III sectlonfl , til 1966 CAP ropo 
r'oad and for spans un r 40 fe In 1" 
t he CAP propo<e~ a 30- oat cml ~lkm'l 

allow fat' t ho applioation o t' 22-1'n 
(SRC had reoommended 8 ~ln a- lane t l 

I l O rr: od ( i n 
br idg j" 
Ak - G.l · 1ma 

The a .oei ated loan Quthor hatlon, 1. n ng ' mf>nt nd "pl envlOU 1 ~:. 
lott er l nolude no oondi t 01l8 or I' POVt:1J'1 ru th" ' l n '~ b yo thQ r.ol"tlA. : 
1 lqu1red for engineerin proJootn . 

'\ 

• " :, 
\ 

, . 
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The projeot soope as set forth in the 1968 CAP is identical to that in the 
1966 CAP. 

'rhe eoonomic analysis is aiso basically the same, although benefit caloulations 
werf:) adjusted upward based on new GOM proJectiens of agricul turd outpu \',. !ilie 
tnternal rate of return (IRR) is estimated at 13.4% (none of the earlier analyses 
had inoluded an estimate of the internal rate of return). 

The 1968 CAP proposes somewhat higher road standards than those proposed 1n 
the 1966 CAP. For the Balaka-Sa11ma section, the CAP proposes Class I standard 
with a 22-foot oarriageway on a 38-foot embankment; for the Monkey Bay link, 
Class III standards with an la-foot carriageway and a 3D-foot embankment. 1he 
CAP notes the GOM's intent to apply a "sand seal coat" to both roads inunediately 
upon completion; it estimates that the full paving of the Balaka-Salima road will 
take plaoe in the early 1970s (rather than the late 19706) and that paving of the 
MOt~ey Bay link will not be ~ustified prior to 1985. The CAP also provides an 
extended discussion, inoludin~ estimates, of the possibility of force aouount 
oonstruction of both roads if the bids received from U.S. firms prove to be too 
high. 

'J. l " •. , u .... t", ... Lou. i\~.I.·f ... ement 11 eludes no conditions precedent or 
covemmts related to agrioul tural devel opment, but does inolude the following 
covena~t on feeder road construction: 

Seut:\on 5 .01. Feeder Roads. The Borrower agrees h furni,l".h to A.I.D. 
wj thin eighteen (l a) mon t hs from the date of thio I _!",IJOment., in form nd sub­
st-ince S[~ t1.sfaotol'Y to A.I.D., pluf\s and specifioati ons of, and propos eo financ­
jl lg and oonstruotion arrange~ent~ for nn dequate system of fceder r oadf 
appurtennnt to the ProJect . Borrower f UI ther ngr es t o cause oonstrue L5 'Jn 
of said system of feeder roads to be oompleted not Inor e than elghtetm t l8) 
"rmt.hs after < omplet,lon of the ProJect". 

AOlordin to t.h · CAP ab II 90 milno of fe ed I :'0 d IIOU d b oonstru~ted do t ... 
rll ~3 0 15 mil • POI' yelll' . 



D. AID Evaluation Prooedures 

AID has reqt'ired pince 1971 that all non-capital proJc~t5 be oovered ~y AIDts 
formal evaluation system. '!he main elements of the system are the "logical 
framework', which provides the conoeptual context for project evaluati~n (and 
design) and the Project Appraisal Report (PAR), which provides a simplified 
standard format for reporting on the annual ev~luation process. Thus far the 
Agency has not required evaluations for capital projects,.annual or otherwise, 
although it has encouraged capital project evaluation. A project cornpbtion 
report " is required of all capital projects, but it specifically excludes evaluative 
materials. Semi-annual eva14ations of contractor performance are also required 
for capital projects, but their scope is of course limited. 

The "logical framework" is, of course, applicable to any type of development 
activity. Simply stated, the logical framework .11. (.1.) Defines project inputs, 
outputs, purpose and goal in measuraJle or objectively verifiable terms; (2) 
Hypothesizes the causative linkage between outputs, purpose and goals; 
and (3) Establishes the indicators that will permit subsequent measuremnnt~;or 
verification of achievements of the defined outputs, purpose, and goal. 1S 
In the case of a road such as the Lake S~ore Road the inputs are the construction 
and englneering services, the output is the road, the purpose is better acc"ss 
and loweI' transport costs and the goal is increased agricultural cutput. (~Jee 
fmnex C for Lake Shore Road project logical framework) The PAR fvnnat and 
worksheets are also applicable to all types of projects, although they were 
~repqr~~ ~~8~jf~0ally for technical assistan~e proJects. 

One reason f04' the delay in the requiring applica tion of the project evaluation 
systerr. to capital projects has been concern with the re] evance of annual evaluation 
in tht: ens':: of capj tal projects. Technical assis tance p;,oJects by their nature are 
ger.erally flexible and very deper>:ient for their success on factors which may change 
VUl'.'l r'hp1dly; they are in almost constant stllte (If redesigrl. Traditional 
cnpit3L flsslsta;1ce projects, on the o':.hel' Mnd,:l.r'cicsigned v(:ry thoroughly :,ut 
typically al'e "fixec\1t by the time pro,Jr::<.:t !:::plemrmtation ((~.~. ~onstruct1un) 
bp.g: ns . Ev~n the most straightforward of cI)nstl':.ction pt'ojects probably bav,~ 
ele'llf;mt~; \·:hich may undergo redesign d'Al'in.7 L;le :mp]·::::entn.tl')n prOCrtG:", or at h:ast 
could ot'ne1' 1 t. fr'om rplntlVf~ly hlp-J1-1eve} ,'\~: 1;":1 t ~o,·. '.0 imp] ('menta tiClfl proh:err.; on 
an nnnu9.1 bas 1 ~', • 

'I'll'_' t'ol 'o''''iw~ ,il:,;cwislon U:ief' tI.e 10gic<11 frnmt:work I,A:II.E:X C as a point of 
refl'l".;11C'~. pa:':.!,~\:Lnrly ir. :~f'cUon 1':, i'l''lJect J'.;Hionair'. 'i'tlE scope ar.d (;~r.tc".f;. 

of <I po:;c;1bh:' fdD ~apital Pl'OJflct cVi\llwtlon [;ySt.f:1ll in j!sc'lfsed fUl'tr,,,:!, i:-. 
Suc .... ion V, GOI1Clll:.;ions ar'a Hec0mme!:dat!r;,~;. 
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III. Project Implementation 

A. Final Design ~ndjConstruction 

As noted above.a $200,000 AID loan for the preparation of plans, 
specifications, bid documcts and cost estimates for the Lnkeshore Road was 
authorized in June, 1966 (A.j~.D. Loan 6l2-H-001). The Loan Agreement was 
signed on August 18, 1966. A U.S. engineering firm (Kaiser Engineers) was 
l'elected following AID's nonnal procedures, but contract negotiations were 
ntt sucoessful and were ~erminated in FebMlary, 1967. Subsequently the 
GO~' selected Tippetts-Abbett-McCarthy-Stratton of ~ew York (TAMS); the final 
design oontract was signed on May 29, 1967. The final design work was com­
pleated on s~hedule in early 1968; the bid documents were released to 
prequalified U.S. contractors on April 15, 1968. There are no indications 
that TAMS' performanoe in carrying out the final design work was not fully 
adequate. 

The $7.0 m"'..!lion A.I.D. loan for Lakeshore Road construction was 
authorized in ea.'l:' .~une, 1968 (A.LD. Loan 612-H-002). The loan amount was 
based on an estimated construction cost, including supervision and con­
tingencies, of $8,7~0,OOO, of which 80 percent was to be financed by A.I.D, 
Assuming immediate ~ontract award the road was tobe completed by November, 
19'70. Because the GOM "las concerned that the project was not large enough to 
br> a ttrac t i ve t.r) U. S. CO!1S truction firms and was alarmed by TAMS' ini tial 
cost estimat(s (over $11 million), A.I.D. and the GOM agreed that force 
account construction would be considered if the low bid exceeded the final 
cost estimate of $7.2 million (excluding supervision and contingencip.fi). 
A.I.D. and the GOM estimated the cost of force account construction 
(including additional U.S. construction 5taff but excluding construct.ion 
supervision and contingencies) at $6.6 t1111ion lind $5.6 million, rcspectivE'ly. 
Tt~e COM assumed that the road could be (''Jrnpl.f'tt'd by force account us rapidly 
a:.; by contract, i.e. in 30 months. A.I.D. as:3umed th3t force account 
C(1I1S truc tion would take one year longp.r or 42 months. 

Bids from four prequalified U • .'). L:on true tur" were rec'd ved or. L'unc 5. 
1968, and were all above the agreed ceil1ng of $7.2 m1llior. and werp thus 
reJected. The COM int tially considE'red !,egotia ting fl construction cont,'act 
with the GOM furnishing some equipment :lnd manpower in order to reduce costs. 
The GOM agreed in late 1968, however, to use a U.S. con::;tI'uct.ion firm to 
supel'vlse GOM forces as a cor.struction management firm (cr.w). The invitation 
for' proposals for the cr.W was issued in e£.rly 1969, hut the contract with 
NeEo Teer Co, of Dul'ham, North Carolina ('I'EF.R'! for construction managemer.t 
services was not executed w)til November 28, 1969. The contraot between the 
GOM and TAMS for constructlr)D supervision services was Signed on October 15, 
1969. 
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TEER operating as the construotion management firm was to manage the work 
in much the same fashion as a contraotor under a unit price construction projeot, 
handling oonstruction plan~ing and scheduling, the proourement of equipment and 
materials, the recruitment of labor and direction of all construction operations. 
Major differences from normal contract construction were that the GOM was to 
make all payments for labor and r.o~ purchases made for the proJeot, was to 
provide from its own forces about 25 percent of the average total labor force 
and was to provide some used construction equipment which it had on hand. Also 
equipment and materidls purchases for the project had to be made on a competitive 
basis following A.I.D. guidelines, whereas TEER operating as a construction 
firm would have been able to procure equipment and materials on a negotiated basif 
with minimal restrictions. 

The U.S. employees of T~S and TEER arrived in February 1970. The Notice 
to Proceed was issued to TEER by the GOM on March 15, 1970, fixing the 
completIon date of the 32-~onth construction peri~d as November 15, 1972. None 
of the U.S. construction equipment arrived on site until after the first con­
struction season of April - November 1970, with the result that construction was 
only 15 percent complete as of the end of i970. With U.S. equipment in hand at 
the beginnin~ of the 1971, progress during the second construction season was 
much faster, reaching approximately 45 percent by November 30, 1971. However, 
by that tim(: 6~ percent of the alotted construction period had elapsed. TO 
accelerate progress in 1972, the construction equjpment fleet was expanded by 
rental of machines from the GOM Plant and Vehicle Hire Organization (PVHO) anc 
TEER wp" 'luthoriz0d to increaGe his on-site creN of Arner1cans from 10 to 14 
men. Because of anticipated overrunG in construction costs the amoWIl; ~f tile 
A.I.D. loan was increased to $8.2 million by an amendment authorized ir. "Tunc 
1972; the Loan Agreement amendment was eyecuted on Augunt 25, 1972. 

Construction was completed by November 15, 19'{2 except. for the 
application of a seal coat of bi turnen nnd stone chips ~!l t.be I'oad surfnce. 'Ibis 
work was originally included in TEER I S construction 1Il31~r.:y;r.:cnt cor:trr.ct, but j t 
was decided to delete it from 'lEER I S contract lind r.o plfl.ce the ~,eal coat wi th 
GOM f01'CeS during the 1973 construction seat,on. All of the Americar. ('mployt~es 

of TAMS and 'rEER had left the site by November 58, ]9',2. \':ork on thJ.; :wal 
coat began in late April, 1973, and all but 15 mi~es \~::J.~ completed lJy ',()' ('t.ll>cr, 
1973. ']'he remainder durlng the 19711 conf;tl't'~tlon sc,\:;on, probacly b~ thp. 
end of J\ugur; t. 

The performance of' 'I'AMS nnd TEER appears to ha'ie Leen g~r0I'!'.lly adequate. 
There were [corne difficulties concel'nJng the l'clatiolwhlp brt.wc"en TAMS and TI:T.R, 
and '.rEER was cr1 dcized 11' Gevcral timf::J t-,:" both 'I'J\IwJ~~ Ilnd the Gffi.1 for puor 
control of the work force, but ther;c problprns pI'obably h9.d to do llll'gely wi th 
the fact that 'rEER was opera tlr.g as a con:::; trllction manngem>:!nt firm st1pel'vising 
GOM forces, and not ati a construction contractor. 

With respect to the success of the "modified [,)1'01" D.8Ccunt" or "manae-~d 
force account" construction approach, it should be noted that the com. tn;IJU f. r. 
work is of good quality aod that the ,'oad will be completed (generally c.n 
:::.~hedule) at a ct-st ~low that of contract construction. (The cost aspect ill 
discussed further in the following section.) The maJor drawbaak was the 



greater management and administrative burden on the GOM M1nistry of Works and 
Supplies (MWS), due to the problems of admin1stering the GOM inp~t, coordinati~~ 
the three parties involved (TAMS, TEER, GOM forces), and carrying out offshore 
procurement and local cost financing according to A.I.D. procedures. These 
management and administrative costs are offset to some extent by the lower 
financial costs of modified force account construction, and by the additional 
training this approach afforded to MWS employees. Moreover, both the manage­
ment costs and the final costs could have been lower had the functions of 
'rAMS ~nd TEER been combined in one finn (as they were in a smaller proJect 
carried out by managed force account in Malawi during the same period with 
U.K. assistance; (aee further discussion in Annex B). However, the MWS has 
concluded, based on its experience with the Lakeshore iload proJect, that 
future major road construction should be carried out by standard contract 
constrt!ction methods. In i~I'fect, the MWS has decided that management arid 
administrative capacity, particularly given the virtual impossibility of 
hiring additional non-Malawian staff, is a more binding constraint than the 
financial resource constraint. 

B. Design Staddards and Project Costs 

The construction cost figures for the Balaka-Salima and Mua-Monkey Bay 
roads gradually escalated over a ten-year period from a total of about $3.6 
million (the SRC estimate in 1964. excluding bituminization to $9.3 million 
(the probable final cost upon completion 0f the remaining bitumlnizat1.on in 
mid-l974). Cost eRcalntion over the tell-year period was a function, of course, 
of both inflation and rising design standards, although it is difficult t.o 
me~sure the precise respective contributinniJ C'f the two factors. 

Design standards for the two road sections were raised in several steps 
from those originally recommended by SRC as shown in -"'he following table: 
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Table 1: Lak,~shore Road Design S~andards, 1964-1974 

Ba1aka - Sa1ima (90 miles) 

Width of Bridge T,ype of 
Report and Period Surfacin~ Embankment Width Surfacing 

(feet) . (feet) (feet) 

SRC Report (1964, 1966) 20 28 10 Gravel 

Phase I CAP (1966) 20 .30 24 Gravel 

Phase II CAP (1968) 22 38 24 Bitumen 

Construction (1970-71) 22 38 24 B1tumen 

Construction (1972) 22 32 24 Bitumen 

Mua - Monkel Bal (36 miles) 
/ / 

Width of Bridge Type of 
Report and Perio~ Surfacin~ Embankment Width Surfac.lng 

(feet) (feet) (feet) 

SRC Repe:rt. (1964, 1966) 18 24 10 Gre.ve1 

Phase I CAP (1966) 18 24 10 Gravel 

Phase II CAP (1968) 18 .30 24 Gravel 

Construction (1970-71) 18 .30 24 Bitumen 

Construction (1972) 18 24 24 Bitumen 

As is clear from the table, the major upgrading in the design standards 
took place between the completion of the SRC feasibility study and the comple­
tion of the final design work by TAMS (which coincided with the Phase II CtlP). 
The increase in width of bridges for the Balaka-Salima. road was based on s;\fety 
considerations, while toe ircrease in the width of surfacing represents it~ 
designation as a Class I road (22-foot carriageway) rather than a Class II 
road (20-foot cf.rriageway); the decision to include minimum-standard bitumdniza­
tion represents a similar upgrading from secondary to primary road status. The 
Mua-Monkey Bay road retained its original Class III designation (18-foo·t 
carriageway) but was provided with two-lane rather than one-lane bridges; th~ 
decision to bituminize came after 1968. (the Phase II CAP had noted that 
bituminizat.ion of the Monkey Bay section would not be justified UTlt~l 1980 or 
later). In 1972, the embankment width for both roads was reduced(to roughl) 
the width originally recommended by SRC) in an effort to offset cc.lst eacalatio!it> 
which took place during construotion. 
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Design standards are almost always a subject of dispute in road ooristruction 
proJects~ with the reoipient - oountry representatives pushing standards up as 
far as possible to permit oonstruction of a wide, hard-surfaoed road with low· 
initial maintenance requirements, and the consultants and donor agencies 
attempting to hold standards to what can be supported by economio benet! ts. The 
upward creep of the design .standards indicates that the former group was 
perhaps more sucoes~fut than the lat~er group in the oase of the Lake Shore 
Road project. 

The rising design standards combined With general price increases were 
reflected in ~teady inoreases in the cost figures for the Lake Shore Road. 

Table 2: Lake Shore Road Total Construction ·Costs, 1964 -1974 (million dollars) 

Report and Period 

SRC (1964) 

SRC (1966) 

Phase I CAP (1966) 

Phase II CAP (1968) 

Amendment CAP (1972) 

Annc.J{ B (197:5) 

Annex B (Net of residual 
equipment value) 

GOM Estimate (1974) 

GOM Estimate (Net of 
residual equipment value) 

Construction 
By Contractor 

3.575 

4.653 

7.000 

8.750 

construction by 
Force Account 

5.600 1Q/ 

8.207 

Inoluding 
Bitumj;nizat1on 

6.124 !V 
6.558 21 

9.020 W 
9.884 g; 
9.696 

8.672 

10.400 

9·)00 

The cost f'stimates reflect the substantial increase in standards which took 
place between the submission of the SRC feasibility study in early 1966 and the 
completion of the Phase II CAP in mid-1968. Estimates are available fo .. ' the 
cost of some of the design changes. The Phase I CAP, for example, notes that 
the widening of the longer bridges from one-lane to two-lane (lO-feet to 24 feet) 
for the Balaka-Salima section increased costs by about $750,000, while the 
widening of the embankment from 28 to 30 feet added almost $350,000. Tne 
increase in the width of surfacing and embankment following the increa~e in 
costs in the Phase II CAP, although the cost increases were not speCified. The 
Balaka-Salima bituminization is included in the Phase I CAP estimates at only 
$270,000, but this covered material costs only and clearly understates the 
cost of bituminization. 
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The estimated final construction cost (not inoluding final design) is 
derived from the GOM's estimate' of its budgeted expenditures for the Lakeshore 
Road through completion ip August orSeptember1974 (about $2.4 million), plus 
the estimated total disbursements from the Phase II A.LD. Loan ($8.0 million, 
includt~S $1.7 million in local costs and $6.3 million in foreign exchange 
costs.~) Since the equipment purohased for the project remains the property 
of the GOM (ra~her than the property of the contraotor as in the case of 
contract oonstruction), the residual value of the equipment must be netted out 
to arrive at the actual road construction oosts. The residual value is 
estimated in Annex B at $1;024,000, but this has been increased slightly to 
$1.1 million to take into account subsequent spare parts procurement. This 
gives a total construotion cost of $9.3 million ($9.5 million if the cost of 
fina.l design is included)" or about $75,000 per mlle.l.2/ 

I 

The comparison between the cost of construction by managed force aocount 
and cost of construction 'by construction contractor requires several adjust­
ments to both the final actual construction cost and the bids submitted by 
contractors in '.968. Most of the adjustments require estimates based on 
various assumptions, so the cost comparison can only be fairly rough. Based on 
the Annex B calculations of May 1973, it appears that the managed force account 
approach resulted in construction costs 5 percent to 20 percent below what 
they would have been under contract construction. Although the present estimate 
of final construction costs is somewhat higher than the Annex B estimate, this 
is pr'imarily due to the increased cost of the bituminizationi since this was 
excluded from the comparison, the Anne* B results are not significantly 
affected. 



16 -
IV. ProJeot Rationale 

A. Logical Framework 

The stand~,rd "logioal fr~work" consists of a 4 x 4 matrix. The four 
rows cover the sectoral or program goal# proJeot purpose, project outputs 
and project inputs; the fo~r oolumns provide for a narrative statement of the 
above, a quantified statem~nt, a statement or relevant assumptions, and a 
listing of data sources. The basio logical framework has been modified in 
several directions. One of the modifications, designed speoifically for 
capital projects# leave~ out the inputs level and the data column, but adds 
two columns to permit comparison of the original plan with current status 
in terms of assumptions and actual outcome, and explicitly includes incidenoe 
of benefits (employment, income distribution, social equity, etc). The 
capital projects logical framework filled out for the Lake Shore Road project 
is included as Annex C. 

The statement of the project goals and purposes in AnnexC is somewhat 
involved, since the ultimate project uenefits (program goals) included 
increased agricultural output, fish production and tourism earnings, while 
the proximate benefits (project purposes) inclUded both physical access and 
reduced road user costs. The benefit-cost analyses quantified all of t~1e 

above in relating project benefits (goal and purpose level) to costs (inputs 
lind outputs level). There was little explicit discussion of the incidence of 
nroJ~'G t bene.:.'lt&, although of course the project area is one of small-scale 
farming and fishing. The "plwming assumptions" column is particulal'ly 
intere~ting, since it brings out the key role of certain assumptions and 
permits easy co~parlson with the current status of those assumptions (e.g. 
railway abandonment). The final colulTil1 permits an ';l3tilTlllte of the actual 
output and equity impact of the proJect as far as it enn be discerned at this 
early date, and provides the .3keleton framework for F\ preliminary bencfit­
cost analysis. 

in termG of Armex C the rtiscu::;Gion of proJect lmplernentation abov~ dl .. :Cll t 
with the relatlonship between inputs and 0.M~wts (i.e. ('onst.ruction methcx1~, 
standards anrt cos tl3) (lnd planned VPl':.;u~¥1H''6l~t~~S. The (ollow i:1g sec t,1 (n.<.; w 111 
first analyze th(; plann(~d and pro,spt·ctivp. project benefits with respect to 
"progre,sG" itt the goal and purpose lev<:ls, in~l:Jdlng the impact of changer: 
J'eln.ti'l(' to the original aspumptions. The "inc1dfmc(. of bonefi ts" at the 
purpouc and ~oa~ level will be dir;cu!3l3ed next, Ilnd the final section will d.' s­
cuu~) the basi:; for n. pr~l1mlna.ry retr'ospN~t1 ':,~ benefit-coot tlllAlysis. 

B. pr'oJec t. lJenefi Ls 

The economic ucnefi tn of road c()nstr'uction or improvement proJcctn have 
trad1 tionully been cQnu:1.dercd primaI'll v 1n tCl'l11G of so.vingr. in operating OOD t8 
for road Utlcrn. AOGuming,a high degree of compet1t.ion In tho road transport 
industl'Y, theoe cost nnvinga nrc paoned on to ~:. and conownera 1n the 
form of rate reductiono whioh rclcascfJ rcoourcco for uno elsewhere in the 
~eonomy. Gonerally nt lcaot tl~oc cntcgorioo of rond using savings have to be 
dir.t1ngu1nhed - anv1ngo aocruing to the normal unorB of tho road ("normal 
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traffic"), savings accruing to road users diverted from other routes or 
transport modes ("diverted traffic"), and savings accruing to road users who 
would not have used road transport at all without the road improvement 
(" generated traffic"). In the case of an area wi th 11 ttle or no "normal" 
traffic, all or nearlYSlll of the traffic on a new road will be "generated". 
If the purpose of the road is to open up an area for agricultural development, 
road user savings for generated traffic may reflect only a portion of total 
benefits accruing, since in this situation the benefit consists of the net 
value of the increased agricultural production or incremental income generated. 
Since other investments will be required to realize the production gains, the 
proper approach in this case is to relate_tne total benefits to the total 
resources invested to gain the benefits. 121 

The PFoblem this approach raises is that there is no way to evaluate 
the extent to which the benefits depend on the road investment 1ts\~lf, as 
oPPO.3ed to otr.cr investments, 1.e., there is no correct way to allocate the 
Joint benefits to the individual cost components. This implies that there 1s 
no unique level of benefits associated with the costs of the road improvement; 
thus the level of benefits cannot be used to determine the optimum road 
standards based on a series of al ternat:l.'fe standards and costs. The two major 
options in this case are to retain the benefit-cost format by arbitrarily 
assioning benefits to the various cost components (e.g. in tha proportion as 
the road costs to other costs), or to give up V',e benefit-cost format and take 
1\ cost-effectiveness approach by finding the least-cost alternative fo;.' the 
tran:.,p.;,'v !-'. _~I:i.C:lil lllvolved (e.g. the least-cost method of providing all-wcath~r 
access in a ~articulal' area, given the climatic and topographic condition3 1 

etc.) In analyzing the Lake Shore Road project, both the consultants and AID 
chose to retain the benefit-cost format, and gave relatively little attention 
to ponsible alternative road standards and r.osts fOI' "':e Balaka-Sal1ma and 
Monkey Bay sections. Both analyses, however, corI'ectly distir.g\l~nhed the 
traditional road user savlngs approach from the "incremental 1ncome" approach. 
As noted in ~~ccti.on II.C above, the SHe 1'd\sibility study unes the rO'1d m:er 
savings analysiG (buaed on generate~ traffi~) to derive a lower limit Rnd the 
incrc;TI!'ntofll income approach to dm'ivp. ;10 upper limit for estimated project 
benefits. '['he CAP::; take a somewhat dlffeI'er:t apPl'oIJcL, ~ornr<llin,~ roau us(":' 
saving~; 1\w normal nnd diverted traffic with Incl'''~r;;',~r.till income in a .3hic:;l.' 
bf:nefit-c(l[;L an:llysl::;. >"01' purpose:> of Lhe rli!3'~Il~Gj::m, w,· will r;ep.1rute tile 
two RPpronc!l"s nnd (l1GeUf;~ road USCI' Davinge; and tr'nffJ·~ c:ot.1rr.ntes fil'st 
(bew~fjt.!; <,t,I.:h·? "P11l'PO:W" level) and incI'ement.nt Incom'~ '1,.'l output (benefits 
nt Lht, I!,O'1t 1""/(>1) :;econd, The ClU(>st.ion of tlJl' Ilnlakil<>1Jirrul l'allway 
[',:hahiL1ta'.1 r)n <loab with annumplionn concl?l'l1ing traffic d~"(t'!;lo~ frc~:, ra!.l 
Lo rand (or vice verna) and belongn WFtl 1. Ill' dit;c'lssiun t:f tilt:: roarj~::.,:C' 
Gaving" nppr'oC\ch. In view of itn importn.In!IJ, however, we treat 1~ fi,,:paratr·ly 
following t.h(~ dil3ellsnion of the road uneI' ::.;aving3 approach, 

1. 'fmffle Estimates and Hoad Usel' tlavings 

TIl(' :~IiC fcnni btl i ly [Jtujy had covel'cd the whole Bolaka-Sal1ma­
NX0t,akot.a-Nkhntn Bny .11'(>(\ and had tl'entcd 1\11 traffic nc genera+,p.d traffic. 
~.l.IICf~ rond \I!;{!t' nnvingn for generated traffic nnd incremental regional 1ncome 
"-T"t :101. addl ti V" (the former pr~r.umnbly be 1ng included in the latter), thiB 

. . . . . .. 19 ..... 
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requi~ed that the road user savings and incremental income approaohes be 
presented as Jiscrete, mutually-exclusive analyses. The CAPs, on th& other 
hand, confined the analysis to the Balaka-Salima-Monkey Bay area and were 
thus able to treat the transit traffic generated by development north of 
8alima as a type of normal traffic. This permitted adding the road user 
savings for the transit traffic (and for "existing" traffic) to incremental 
income (in the Balaka-Salima-Monkey Bay area) tfJ dari ve a combined estimate 
of benefits. Although this is superficially e correct procedure it appears 
to involve '!bor~owing" benefits which would n)I'Il1ally have been included in an 
incremental income analysis of development in the Sal1ma-Nkotakota-Nlr.hata Bay 
area. 

It 1s interesting to compare the traffic estimates in the feasibility 
study and thb CAPs. The traffic estimates are based on transport requirements 
for tonnages of outputs and related input tonnages. Difference in the 
estimates thus reflect differing assumptions regarding incremental output, 
which will be discussed further below. The differences also reflect differing 
assumptions regarding th~ railway rehabilitation, which we will also discuss 
in greater detail below. The traffic projections are of interest at this 
point primarily as indices of the differences in the analyses and as tentative 
indicators (since we have both later traffic projections E. .. ~ c:;ome preliminary 
traffic COW1ts for the Lake Shore Road) of the extent to which project benefits 
m~y hav,= be\~n overstated. Average 

Tabl.e): Traffic Counts - :.ake Shore Road (/Annual Daily Traff1 c - MDT) 
Balaka-Salima 

SHC Feasibility study 

Phase I CAP (1966) 

Phase II CAP (1968) 
&\M I ~ 
Bl'\M II 

211 
Actual (fu1aka-r~a) _.=J 

Ac tual (Mua-Sallma', 

SRC Feasihi1it~ Study 

Phase I CAP (1966) 

P~se II CAP (1968) 
J\ct\lsl 

Initial Year 

150 (1970 ) 

188 (1970) 

20<) (1972) 

8 (197i+ ) 

8 (1974) 

75 (1975) 

45 ( lCj7Y' 

Mun-Monke;r:: Ba~ 
lW ~1970) 

42 (1970) 

40 (1972) 

32 (1973) 

l212 
~60 

)00 

329 

10 

26 

95 

99 
81 

1985 

)80 

426 

1J.71~ 

43 

66 

140 

146 

128 
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The figures for Mua-Monkey Bay are relatively consistent and require 'no comment. 
The differences between the feasibility study figures and those in the Phase I 
CAP for the Ba1aka-Sa1ima section are impossible to evaluate, since the Phase I 
CAP does not explicitly show the derivation of traffic figures from tonnages. 
The higher projections in the Phase II CAP ref1eot more optimistic assumptions 
concerning agricultural output, based on updated figures prepared by the GOM in 
1968. The more interesting differences are those between the CAP tigur~ and -i.,­
hoth the British Appraisal Mission (Bl\M) figures. and the aC,tua1 figures. The I 

BAM traffic projections are derived from GOM figures for all exports and imports 
llorth of Dedza in Malawi. They assume that all export and import traffic will be 
carried by heavy trucks or rail, that light trucks and automobiles will account 
for about 2.3 times heavy truck traffic in terms of average annual daily traffic 
(AADT), and that exports and imports for areas north of Salima will go by lake 
steamer via the port of Chipoka. The BAM report further assumes that the railway 
will account for a declining percentage of the relevant traffic, even if rehabi­
litated (90 percent in 1971, 60 percent in 1980, and thereafter). The BAM 
projections are startingly low, both with the railway (BAM I) and esp~cially 
wi thout (BAM II) 'l'hey are based on less optimistic projections for cash crorJ 
output in the lakeshore area, and probably unJerestima.te the r'atio of l1p.;ht to 
heavy traffic, but this would not seem to explain the vast differenceG in thE': 
projections. In any case, they illustrate the extent to which such projections 
can differ. 

Tl1P "'::l.ct.~la1s" shown in the table are based on tI'affic counts taken over a 
two-~eek period in January. They are overstated to the extent that they inc1ud~ 
:;:::vernrrh.mt vehicles (such as those travelling to the construction camp at 
Ntakatalca or the crusher site on the Monkey Bay Road), but this may be offset by 
seasonal adjustment (traffic peaks in the June-November period, and January 
traffic leveL, could be as 11 ttle as 50-60 percent of t".h~ average annual level). 
No orlgin or des1 ination data was available from the M:ini~tr:i of ~lorks and 
SuppliE. but such information may be included in a new trat'fic survey program 
recently initiated by the GOM National Statistical Off:tce. 'l'he actuals are uf 
course 'i.nconclusive, although they suggel:;!;. that actual traffic may fall far 
below the SRC and CAP projections, if ~till above thr ~~M projections. 

Af:> l'egardB the road ur.e!' cost~~ used as the basis for road user savil gs, 
the f 1 gures usr:d in +;he CAP~ were based on 1964 data and ~.hus vary consid€:r.s l'jly 
from current estimates of road user costs, particularly jl! "iew of the receJJt, 
increa:3p. in 0:1. prices. Tllis will he taken into accoLUlt in the discussion of a 
retro,:;pccti ve benefit-cost analysis below. 

2. Hchublll.;ation of the Ba1aka-Sillima Railway LinE: 

The original SRC survey did noL discuss the possibility of' abandonment 
of the Balaka-Salima railway line, although it call&d for a thorough study 01' 
the road/rail alternatives prior to :. .• y u,-~ision to extend the rail line fur\jher 
to Lilongwe. The second SRC study assumed that the Balaka-Salima rail line Wtult', 
remr:\in, but that rehabilitation would be urleconomic and thus mOEt new traff:L: 
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would be diverted to ronds. By the time the CAP.~were prepared, it appeared that 
the GOM..J:~d agreed to abandon the Balaka-Salima line, under pressure from the 
IBRD (contInuation of the ~laka-Salima line would result in large amounts of heavy 
traffic between Lilongwe and southern Malawi being £24ted via Salima rather than 
over the IDA-financed Zomba-Lilongwe asphalt road).~ This was confirmed by 
the Branham updating of the SRC feasibility study; Branham assumed abandonment 
of the Balaka-Salima line b6tween 1970 and 1975, and the shifting of the major 
southern lake port from Chipoka to Liwonde. 

Subsequent:;.y, howev~r, the GOM engaged ~-_a,DaD.l~}'L~~~1.~nt, to c--\:' 
study the Balaka-Salima ~ehabilitation and the extension of the railway to 
Lilongwe. The reports were completed in 1970, following which th~ GOM prepared 
its own study proposing rehabi-li tation of theBalaka-Sa~ima line. Based on 
these studies, Malawi Railways actually rehabilitated ten miles of line north 
of Balaka through improved ballasting and replacement of 40-pound rail w1~h 
60-pound rail. In connection with a GOM request for U.K. budgetary support for 
the rehabilitation, ODA financed a further study of the question. The ODA 
Bri tish Appraisal Mission report, <or report I "Bonney Report") was completed 
in early 1972 and concluded that rehabilitation would not represent a 
sj.gnif'icant miallocation of resources. The GOM presently plans to comple't.e 
the 96-mile rehabilitation with its own funds in three years, proceeding at a 
rate of 30 miles in 1973/74, 30 miles in 1974/75, and 36 miles in 1975/76. 
Moreover, construction of an 86-mile extension to Lilongwe has now begun, financed 
by a $20 million - Canadian credit extended in ~arly 1974 ~4 a $2.3 million 
gr-'l.nt.· the ext.ension is scheduled for completion in 1978.' W Finally, Chipoka 
is to be improved as the major sOl.!thern lake port in conjunction with the IDA·· 
financed Karonga Project (the IDA credit provides $450,000 for improved whar'f, 
hanctling and storage facilities at Chipoka). 

In restrospect, it appears that once the decision was mad~ to shift the 
capital from Zomba to Lilongwe it was almost certaJn tbat the GOM would try to 
revive t.he old proposal for extension of tbe railway to Lilongwe, wh~c;h of 
course requires rehabilitation of ':.he Balaka-Salima line. Since no cl.~~ar 

a~;su['('.nces had been r'eceived from the (".rOM on t.he subject, the ten0fit--:ost 
calculatiolls probably Sllould have allowed for t.he possibilily of railway relJabili­
tation through the U::5e of sensiti vity Gtnalysi~. Had thi::; beAn done, howev'?l., 1 t 
would !lot. necessarily have had a siglliflr!d.nt effect on th(! outcome of the 
analysh; as it was set up since the r.raffic assumed to be affect(~d by the railway 
decisiun accounted for only a small portion a1 total projected traffic, and road 
user :..;avings in turn accounted for only about 20 percent of proJec+.ed benefits. ~ 
Such an ",nalysis may, however, have affected the choice of road standards, 
since it appears that the Increased traffic anticipated ar a result of~a.n:\ol11!\ent 
of' the Balaka-Sal1ma rail J,ine provided the baSi,3 for builaing the road to 
Class I rather than Class II standards (at an increase in estimated con~4~uction 
costs of 40 percC'.1t for that section\ as well as early b1t.wninization. !:::!/ 
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3. Inoremental Output and Inoomes 

Both of the SRC reports and both of the CAPs stress that the primary 
purpose ofconstruoting the Lake Shore Road is incremental agriqul~ural output, 

. or "regional de .relopment". The Sr.:.; .~r.~t'tiQt -:.';~ dQ..ef) .not inolude .any 
estimates for incremental regional o~ anulncome, but puts the entire Lake 
Shore Hoad in the special category of' "development road". The SRC feasibility 
study emphasizes that the incremental income-approach to benefit anal,fsis 
represents the purpose as well as the impact of the road more accurately than 
the road user savings approach. While the CAPs combine both approaohes in one 
analYSiS, incremental income aocounts for the bulk of estimated benefits (80 
percent in the case of the Phase II CAP). 

The above documents also stress that all-weather road access is a major 
prerE:T'; si te to accelerated development of the lakeshore areas but canrlot by 
itself bring about development. Complementary investment is required in 
agricultural ex~ension, credit, marketing, feeder road construction, touri!>m 
development, etc. 

The following table indicates the magnitudes of incremental output ancl 
:l.ncol'le projected in tbe SRC feasiblli ty study and the CAPs, on the assumption 
that the necessary complementary investment would be forthcoming. The major 
source of incremental income identified were increased agricultural output, fi~h 
markcL:.e;z 3l"1C. tourist cxpendl ture:.;. Cotton is the major cash crop and i(1 taken 
as representative of the other crop3. 

Table l~: Incremental Income and Output - B'llaka, 31llirra, Honkey Bay Area 

Regional Income ($000) 

~RC Feasibility Study 

Phase I CAP (1966) 

Phase II CAP (1968) 

Cotton Output (tons; 

snc Feasibility Study 

Phase I GAP (1966) 
Phase II CAP (1968) 

Fish Marketings (tons) 

SRC Feasibility study 

Phase I CAP (1966) 

Tourist Expenditures ($000) 
SRC, Phase I CAP (1966) 

1970 19~2 

2B 640 

412 714 

657 (19,(2) 930 

900 2,250 

1,350 1,9S0 
1,)40 (1972) 3,120 

100 

150 

53 

100 

350 

10, 

1985 

990 
1,027 

1,897 

;", ,8'jQ 

5,780 

300 

500 

210 

http:market:.gz


- 23 -

The major differences in the projections consist in the much h1ghe~1nQr.ementaJ 
agpClll-tural output and incremental regional income figures used in the. Phase II 

. -

CAP, Both the inr.remental cotton output and inoremental regional income proJectiom 
i~ the Phase II CAP are nearly double what they were In the SRC feasibility study 
and the Phase I CflP. 'Iheee increases were based on update!:! figures oompiled by 
Prof, Arthur Branham, who was acting as TranlJport Advisor to the OOM and had carli ':1' 
been the team leader for the SRC transportation sector study. Branham'o updating 
of the SRC data wns in turn based on a GOM publication entitled Malawi Crop 
Potentials, 1965-1985, which projected substantinlly higher cash crop output for 
the Balakll-Sal1ma area (by a ratio of 2.5 : 1) and ll)wer surpluses for the Monk~y 
Bay area (half the SHe projections). 

It in as yet far too eal'ly to tell which set of projections is likely to be 
more correct. There is som~ information available, however, due to the establish­
ment in the central lakeshore area of one of Malawi's four integrated rural deve­
lopment project[;. This project, the Central Region Lakeshore Development Project, 
or "Salimn Project", was initiated in 1968 with loan and grant nssintance from 
We!Jterll Gennany FRG). The FnG has made Il\'\ilable about $ 8 million ($5.2 million 
grant, $2.3 million loan, $0.4 million courterplll·t funds) for the period 1968-
1972 (Pha:;/! I) ane 1972-1975 (Phase II), '..nd the GOM i:3 conunitted to n contribution 
of aLout ~1 million. TIm project orca covers the lakc:3horc plain from below 
Golomoti jn the south to just below IIkotnkota in the north, with the project head­
quarters at ;'lll1lT1ll. In term!; of thn ar'ell!J of infLuence ot' the A.I.D, Lake Shore 
H(q~!, 'h~ ';L.' h!: I'poj, ,~t ar(~h covern th~' wcntt:I'1l half of the Monkey fuy arcn and 
th, nOl'UWl'n t'l'IO- thirdn of the lVllnka-~al ~ma urea, 

'J'hC'I'e h.J.!~ h"'.?I1 no fel1!llbil1 ty ~tudJ' 01' ,1.pprair;1l1 r'('port ot! the ~)nlimn ;·roj<!ct. 
n~ !J\lI~h. '1'1;' (}O"'1 planned to cllrl'y out fI l'ull rl~llr;l bi 11 ty !1tudy bC'ginning in mid-
19',), wh:l,' th" FI\(; wn~~ to be!-:111 11 cornprencn.si','c CVll!tl/l(!O:1 of th,' pro, ~ct ~n Inte 
19','5. ".o~.h 01' 'h .. :;e f'XI'I'(~j[;P:l nre 1n pI'IJpnrnUon for ,J{)M/:"Jl(; z.Cr:otitltlonn 1r. l~:ql~ 

co;'c"l'ld',V, UI" dl:v,'lopm'~Lt of t.lw 1'1'0JCC t . i~, ll\"r,c JI1 (pc;;:..-FY lXi" ... '" .\QU' )1' 
t1l':~De ::.;t.I1dlc:; :·l.ol·.':'d 1)/· cornr,ll't"d by ;'Ill-:''l'li, ·1r.rI will j:1C'/l·j,: d deVI'l,:I. :.urvt~J~ 
of pre. .:'( ;;:3 ttld:: ral' Il:~ vl .. l1 a::; pr'oJl>cti.·,.! ,jl","'\opm"nt uv,'/' tho :H.·xt 1', -:~, Y"arn 

Tn" PI'OJ •. "'t : cor" jL<.'lud .. :~ :'n1:!I, ·,.:rJIllIr.it.y (j,,·'·l,),'r::':,L, r'IIl',,: 1ni~'.at.. .. , 
f(·edt.:/· /'()[\d (:,'In: .. r',I,'t1jl\ und W!\t.,·/' dpvelopmr.r;t ,1:; w,:1 ·1: :., :,t'Llld:, LXt'.':I:,1or. 
:;er'vlc P [:, P"r)v!:,\or. of \1:1.'1/':'; or 1)I'I!d1t., ,u:r] :;'tt.l,··;lr':-Il., ':t~h CI'Up mlll'kptlrlg:> have 
JIlLl'N\: 1 d l'r'0:n [HI C1'Wl';-l/-,:" of :~3JI0,OOO pel' .f\r:llII.J III lc/(',.-(': t,) t.-(OO,OOO iI, 1971/72; 
cot ton jll'yl\l<:t Ion hn:; inc/'ef\:~ .. d I'r'o[1, :', YiJ ~o:\:; l.·J i"l()\) ~.J:.:. ovel' th,· name p"r1OO, 
rn',"r·(·:;:.~IIv.I:: 'JICJ1W,h, cott.OIl PI'()(jllcL1U!1 1:1\:; a';!.'laJ ly d.·~l1r:f'd 1:, 'r'~ 'lrf::3 :lo'~':-; 

ot' .;allrwl, Till !'I'o,lt'eL fllil,tllll Hf~POI't 1'1)1' ]''-11 I.:'!."'; 1.:1nt: 

"'il(: 1'''(\[;011 ror' ',hili declirj(: t:, UlI' :;OIIUII,I':, .11'( .:1:; ('(\I, L<: 
:Wf'fl it; til., pOOl' 1'(liHl eorrunurdcat1on Hldel. di'l not. yet nllow 
the I't'oject. to carTY Ollt it/) llel.1v1f.1f:~ W1Ul t.lJf' req\lil"~d 

den:;1ty und l11U:n:liLy, An n 1'(!mllt r,'lrnll'I'~; nl'! !lot y,!t 
llWlll'e 01' LIl(' tH!rlf' r1 ts of Uw PI'ojcC'~ to t.he nnm': d'! grcc Btl 

1n the nOl'th, 'nw:;e pI'olllflm~ wIll rno!Jt l)f~ q~'1rcomr! oft(ll' 
completion of tlH' I.nkp :awrc Bond ill 197~, ~ .... :J 

In dl!lCU3Dionn nt till' ~;nl1mu ProJeot henuqul1rtcr'o, proJ(~ct off'lo1ala pointed out 
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that the maJor problem in reaching the area south of Salima t~d been the bridge 
over the Lintipe River, which generally washed out at the beginning of each 
rainy seasonj otherwise the roads were passable on all but a few days. They also 
noted that the GOM had carried out an intensive campaign to introduce cotton 
spraying in the Balaka-Salima·area in the early 1960's, and that the declining 
cotton production in the area {from 658 tons in 1967/68 to 544 tons in 1971/72} 
probably :>eflected the "dying out" of the effects c.f the earlier campaign as 
pests developed l~~ities, etc. They expected that production would increase 
as the Salima Pro'~ct be3an more intensive operations in the area. However, it 
appears that it wlll be very difficult to achieve the incremental cotton output 
of 2,000-3,000 tons in 1975 projected in the SHC study and the CAP. It should be 
noted that the higher projection assumed an eventual average yield of 1,500 pounds 
per acre, whereas the highest recorded yield in the project area thus far is under 
1,200 pounds. The present average yield (1971/72), w~th 80 percent of all cotton 
1'at'mer:: now Dpraylng, is 933 pounds. 

Regarding increased incomes from fishing, it was not possIble to collect 
nny information which would shed liv1t on the impact of the road on fish mnrket­
ings or receipts. The Lake Mal(J.\',' coast-. from Monkey Bay around the "southwest 
arm" to :~al1ma (Senga Bay) is l1nc:d wi th small fishing vlllages, including the 
major j'~5hing town of Malembo. Impr_oved road access should enable fishermen to 
incren~t~ their incomes substantially even wi thout increased tonna'~es, since better 
road nccc!:)s permits marketing n higher percentage of the catch as f.'esh fish Rnd 
~ncrnnf'es ~o!T'pet1Uon among buyers. According to data cited in a recent IBRD 
l'\..'P01't, improved l ::lad acces!.; has rcsul ted In 1 ncrea::;ed Cll.l'nings of XJ - 50 
perc~llt TV:l' pound for Malawi fishermen, ?.,7J 

tt 'rIa:; :\1:;0 not pO:>5iblf~ to collpct ilny 1111'ol'maUo;, )1; pos:;iblu !ncr'!ases in 
t,Ot:f'i!;t l"'Ct'ipt:, Howevel', a recent n;)!\-l'1nnnccd !3tudy l'Cl.!Oll\ll¥:'''\ded trl<'lt the GOM 
('onc"nt 1', '." (m dr-vclopirw: ttlf' Hankumoo l\'ninculn. (r-1:Jnkey Bay\ (\5 the arel} of 
~:l" :('J:, t \k1t('lltial all Lahp l~nlawi. The CDr,! :,a:, ..lCCt'pt"cI t~lC rL'com:n~njat1on 'lr.c.i 
nll.lcatr·d .;.2,1, m1llion 1'01' l\~cr~:;::;nl'y In:'!';uitl"lctUl',· d"'J('j'J;!n".'n:. rlUl'ill t" thr- r~'r1o(j 
l(n " - "(', 'l1l1' ~'al1ma-r'hlf\-r-!onkey L"IY pClI't.luf, 01' ',ll" r,llr,.' :'hul'[· Honr} l~; V,':'\' 

lrnp.Tt\r" le>l' tOll1'~::t, rI,·v.'loprrl"nt on Ull p'~:,1n::1I;"II', ;:11:,)" a ~(U'~,.' tkl·('''llt[\!·~)f 

Malawi';: '(l'lI'I:·1...:·, (about ;:':/') COrTlI.! frllm :~a:n~)lt\ 'J1n 1,:'1111..)1 and ;,11011,'1;Wf'. T:1t 
Lak· ~;1101''' 1\(y\(1 pl"wldp:: 'lId 'k, cun\'('nl('n'_ <lU;;t. :'1'"'' a« "r::> (,~ hOUI'::;; to MonY.0Y 
nay ('r.lH: ; \ llll(":W", 

rr ,);., ma,)!)l' b'.'Ilf'fit.:; fl':Jrn l'uad (~CJ.:it..l"jCt.l,1.1 1r.'Jol'J(> r):'lIll1U'~l:t rOt: .!'!:' 

!;rlviUiJ.:: Ilvl/Ol' ,'''p;iollnl d,'v.·10IlrJl(Jllt, UII'Il qU'!f;tton~; !!\':ol'l1n~ ~1~c1d(:nc~ o~ 
bun"l'it:; fl'CHTI l'ol1d cortnLt'1.lct.lon l'eVOlv,· ilt'01ll1'J Uw 11t1'llynUI of t,h'J ult1mt1t"! t,~r.e­

ficinl'1(!~; of ttl" I'ond tlnel' rav1ngn or' r',·~Jonal d'~'J.·J0prtlf:'nt. 
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Road user savings are often passed on fairly rapidly to producers and 
consumers due to the highly competitive nature of the trucking industry in many 
developing countries. Since truoking offers negligible' economies of scale, and 
since the cost of one truck is relatively low compar(:d to many other typut\ of 
investmentr., entry into the industry io eBsy. Conuoquf:lntly lo~~_~ t~'~~.~ or>!,,'I\.1.)'IV, 
co:.; ts dUl~ to road improvement~ oan bl'! passed ~'I rllvlc.l1y UII uumplJ Ii It.11l11 1'11"1:"" 
truoking rates down to levels consistent with lower costu. In the cn~c of an 
agricultural area, this implies lower input costs and higher output prices, 
resulting often in a major improvement in incentlves for cash crop production. 
As noted in a summary chapter of the Brookings volume on road development case 
studies, the "mechanism that served to stimulate additional output, cultivation 
of new lands, and more pass~nger travel was, in every case except that of EI 
Salvador, a rather sharp decreas~ in freight and passenger charges as well as 
improved services". ~ 

Unfortunately, the operation of this mechanism is very circumscribed in the 
case of Malawi. The Agricultural Devel~pment and Marketing Corporation (.~MARC), 
which succeeded the Farmers Marketing Boa'cd in 1970, buys all major cash crops 
and provides production inputs at a fixed price throughout the country, rel~ardless 
of transport costs. Thus transport cost savings are not passed on to farwers as 
low~r input costs or higher product prices, although farmers should benefit from 
lowf, c prices for consumer goods and hiE")1er prices for minor' cro~~ not sold through 
ADMAnC. Thus the Lake Shore Road w~:~ not stimulat0 production thrOUE"~ improved 
p1"jce incent.ives, nor win it rf>sult directly in higher ircomes for small farmers 
t!1.rOUgll the passing on of road user savings. 'The major b:meficiary c,f the lower 
tran:::port. cos ts initially will be ADMARC, \'Ihich will be able to negotiatl' LO'ler 
pricl""~; vii th contract truckers particularly when the bi tuminization of the road 
is cllmpl(·ted. F·~nners could benefit e'!enLually. or course, a.s lower transport 
costs througho'.1t Malawi enable ADMAnC to fix input pri..:es at lower' levels and 
and ,')\1 tput prices n +:, bigher levels. Fishermen, or. the :Jthl;r hand, rw.y benefit 
fairly directly from lOWl'r transport cos'.:" aId imrro'IE:J access, sin'ole lm'ler 
road user' co~; ts nne. Ume "., 'lings will "'."'1U t.o hI' pass(:d or. in t!w !'OI'1a of higher 
pUI'chn~(~ pl'iceG foI' fl'e~,h fish, a~~ not"'l nbv!(;. 

To the f:xtent that tt1(; r'ot.d t>tlmulFttr::..; l"q~lonol dc·vc2.opriientJ howe'.~l', ~he 

incidlmcr> or benefits "r.oulr! be highly favOl''lblc J since the pup\,!ation of the area 
conL1::t:~ alr:lO"t exclusi vely of small farr:1er'(;. 'l'ht' onc l"reign-owned est.ate :.1 the 
n:l1a};II-:~alJmil-Monkey Ray area closen ~everal ycm':'\"\0, and there are presently 
no lill'I~" corruncl'cilll fal'm iTl thp fire" 118T' £I!'f.' Lhpr'} f.1~lY tc'l('t.ors. Most Lu::'1!~.gs 
a)'l' l,,'lat,lvely 131:,111; of thf' 72 "pr'ol·;r'!c;.ive fnrmert;" u!3ing farm plnns l~!",d"~ tho: 
Snl1ma !','oJ{)~t, only 11 hl1d i101ding~; 0:' :~OI',-, timrl :;) a-::res. 111e largo:!:t (,oir..ilng 
i:; ~)~~ rH'l'I~G (;:1 hectllres), ~ince th(.' pI'ogressi 'Ie fnrn:cl'~; also tend to bl.: thr 
frll'fT1CI'C who have increaGod thej1' hold tr.{;r, to the grea"~est o:t'.:nt, it is obvious 
that. t.1lt:' aVf.'l'age holding i~J quite n/Mll. About 9~ of the lund 1n th'~ urea 1.3 
Afdcnn 'l'I'unt. Illnd, which cnn bo nllocntr~d to farmArt; by local iendero on a 
tl'lld 1 tional bnGlr; or lease-hold basis. There is no ~'T'essurc on land r.:t pr("fJ~nt 

http:hu.dr.zs
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Salima Project officials estimated that only about 25% of the arable lan~ in 
the project area south of Sal:l.\'re. is now under cul ti vation • 

Malawi is also unusual-in that there is apparently 11 ttle or no overt 
unemployment~ due to the fact that over 300,000 Malawians are working outside 
the country as migrant laborers. In the Salima Project area, the absentee 
rates for males between the ages of 20 a11d 25 ranges as high as 7($ in some 
villages~ with the high~st absentee rates in the areC. south of Sa11ma (Salima 
Project staff believe that this may be part of the reason for declining cotton 
output there). This could actually be a serious constraint to increased output, 
since the women who are left behind tend to be less able to be innovative than 
male heads of households, due to their heavy responsibilities. While the 
employment situation could i~hange rapidly as a result of changes in Zambia, 
Rhodesia and South Afric~, unemployment is not currently a major concern of the 
GOM. However, the successf~l extension of Salima Project operations to the 
area south of Salima (thanks to the cooperation of the bridge over the Linthippe 
River? could have a substantial posittve employment impact in the aI'ea of 
influence of the Lake Shore Road. 

With respect to benefit incidence at the "output" level J the Lake Shore 
Road provided dtrect employment to 1,450 Malawians at the peak and an average 
of about 750 over the 32-month construction period. Since the construction tech­
niques were highly capital-intensive (in terms uf use of eqUipment, materials 
and highly trained foreign manpower), the 10r;al wage bUl only accounted for 
abou!' iUfo of -eotal project costs. 'There was lU'doubtedly somt' useful t,:aining 
uravided to Malawians, which should be l'cflected in higher lifetime e~rainglJ. 
'l'hese benefits are negligible 1n terms of projected overall project beneri ts , 
howevc .. ~. 

D. Benefit - Cost Analysis 

It must be pointed out at the outr,ct that tr:c: dev910pment of an dl1.-v/e:=tther 
road along the rarrow plain bordering .Lake Malawi. was desired by the GO~l tor 
r,;aS0n~ of national integ~ation and In order to complete a basic truck I'Ol\d net­
wotk as quickly liS possible; i.(~. th:~ motivation for con5tl~uctior; of t.be ',"'l::,1cus 
road sections, illcluding B<ilaka-Salinla and Mun-Monkey Bay I was wore poli ti .~nl 
than eCli!1omic. Also, t.he fect that PI'>:sident Banda approached the Presldeilt 
of the U.~)' personally foc' assistanc(' in com:tructlnp; the Lake Shore Road made 
thc:; project verry much n poliUcal project from the U.,C;. point of '/ie ... 1. Con-

I I,,' seqw:'nt.ly the r'ole of the benefi t-COGt analysis was project Jus:ifj cation' 
more than project "appraisnl" o~' apologetics rathr;r' than aOIl1y!::h. fls th,:: GOM 
pushed t.he desiGn standards up in accor rlance vii th ~.ts 0'1111 crJgillal eonceptior. 
of the project (which had not been fully supported ~)y the L:;RC stud1 es), there 
was little to do but find means of inflating the henefits accordingly. This is 
not necessarily Jntir'ely bad, since nat:l.o!1al integra.tion dccs have an impor-l;.(lr,t 
valur~, albeit non-quantifiable J and G~LnCe the probable misallocation of rl':~our\'t"JJ 

involved in building the road to excessive standards has relatively minot' 
financial implications for thp. OOM. The role the benefit-cost analysis ple.l'(.d 
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in this case should be kept in mind in reading what follows; those who did the 
benefit-cost analysis were undoubtedly aware that it was based on good politics 
but not on very good economics. 

to question 
As was suggested above, it is possibleJboth the conceptual basis 

of the benefit-cost analysis in the CAPs as well as the estimates of vaI'louu 
benefits. Here, however, we will concentrate on the latter. On the cost side, 
the final construction co~t will be only about 10 percent higher than the 
estimate in the Phase II CAP (which must be regarded ~~ftn excellent perfornance). 
Maintenance cost will be higher by a greater amount. ~ However, increases 
in both construction and maintenance costs over the Phase II CAP estimates are 
due primarily to inflation and would be offset by inflationary increases in 
benefit components (road user savings and output prices). 

The "other development costs" projected in both the Phase I and Phase II 
CAPs, however, are obviously far too low and will probably account for the 
largest errors in the benefit and cost estimates. ay 1985, for example, 
projected annu~l incremental income is nearly $2 million, while the associated 
incremental cOStf~ (other than road maintenance) are only $56,000 or about ~ 
percent of income. It'is much more likely that the total incremental costs of 
generating the incremental income would be on the order of 50-75 percent of 
income, with a percentage at the lower end for fishing and a percentage at the 
upper end for agriculture and tourism. 

I,ill th:.. o01.efl t 51d&, l.ncremental ne ~ development benefits, using correct 
cost figures, might be only one-fourth to one-half of the projected henefi T,;:j. 

Since these benefits account for about 80 percent of total project benefits, 
this would imply total benefits on the order of 40-60 percent of the projected 
benefits, even if the road user benefits were acceptnble and materialized at 
the projected ~.evel. If road user benefi ts are o:,ly half of those projected 
(which seems lik~ly based on the EAM traffic projections and actual traffic 
thus far), total benefits would be 30-50 percent of projected benefits. AllY 
shortfalJ.s in projected agricultural out.put (2.r.other likely possibility) would 
reduce actual total benefi ts correspondingl~;. Very tentatively, if we were 
to assign probabilities to the major variables based on the scanty eviden,,~e 
available, we would have an "expected value" for actua.l beaefits of 25-40 
percent of projected benefits. 

It is also possible to ask how accurately the benefjt-cost analysis 
reflects the actual relationship between the constr1..lctiol1 of the Lake Shore 
Road and economic development in its area of influence. It. 1s not clear., 
for example, t~.at physical access was U :oignificant constl'airlt to (,gric~~ tursl 
development in the area. Some all-weather phYSical aecess for moot of the 
area was of course provided by the railway, and ADMARC \iaS able to operate 'twelVe 
input and produce marketing centers in the area with little difficulty. Also, 
the GOM had apparently found that physical access was good enough to 1~rm1t 
the launching of an intensive cotton-production campaign south of Salillltl in 
the early 1960s. As noted in discussing the Salima Project, the ~I.:le __ rr.ajo': 
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obstaale_(in terms of access) to development south of Salima was the absenoe 
o:C-a....Qti.ggeQy~r ,.the_JAn:thippe Hi ver •.. · Other tIlan-that~---gal1ma-Pro-ject;· staff 
felt that the old road paralleling the railway was adequate, although they 
noted the importance of developing a much more extensive network of feeder . 
road in the are~. Thus the physical accpss constraint to agrioultural 
development probably could have been met 'by construction of several bridges 
and selective minor upgrading of the road. Anything beyond that may have no 
appreciable effect on agricultural output and incomes in the roads a~ea of 
influence. This implies, of course, that it is incorrect to attribu~e a 
large percen-tage of the "regional development" benefits to the road, and to 
use those benefits to Justify high design standards. 

A high-standard gra'relled or bi tumenized road is relatively much more 
important, of ~ourse, for tourism development in the Monkey Bay area and for 
fisheries development, as was pointed out by SRC in their sector study. 
However, the benefits from increased tourism and fisheries earnings alone are 
obviously insufficient by themselves to support construction of the Lake Shore 
Road. 

This suggests that actual benefits may be le~s than the 25-40 percent 
figure mentioned above. In any case, the 25-40 percent figure would imply that 
proJect benefits could only have provided an acceptab~e rate of return (12 per­
cent c':' higher) to a road project costing rougltl:.,r ,me-fourth to one-half of the 
estimated construction cost of $9.3 million for the Balaka-Salima and Mua-Monkey 
lliy ':'t },'.' ._ .~., 1:1 roaJ p::'oJe()t (lasting roughly $2-4 million. ~r thi.; l.~ t.ne 
c.:ls~, the Lake Shore Road represents a major misallocation of resources f()1' '~he 

Cori,. amounting 'to $5-7 million over the three-year period 1971-1973. This 
rel'resents 3-5 percent of Malav/i IS de-v'elopmen t exp~ndi tures over the sam'=: 
perlcd. 'J'he notion of resource misallocut.ion assump.,s) of eourse, that the 
SRme funds would h£l.ve been available from fI..I .D. for other purposes and t.h"1i, 

there lIlere other attl'!1ctive investment OPPoT.'tuni tie;, to f.\b~~rb -the fund0. 
This WO!3 probably not the case. Froln a s t.rictly finant'in:;' or budg0tary jJoin t 
of' v:l.o\'V, moreover} the Lalcc Shore Road cost trle n~,)M only $1.3 r.lill1on (:;'9 .• '" 
mlllL)(l minus the $8.0 milHon utilized from the A.I.D. Jonr.", plus thE'dIs·· 
counted value of the loan repayments (present. valup of llJ;' tc $2.4 llliU::'(n, 
depending on the ciiscolmt rate chosen::. Given the 001<1'8 rdatively low 
contr'ibl! tion to the over'aU f inancJllg of the project U4 percent) and the can·· 
cesslonal terms of the fl,LD. loan, there ..... ",s Ittt1A tncent:'ve for the GOM 
to do otherwiE:\~ tr.:,m press for a high-sta:ldard road w: th rela ti vely low 
maintenance CO};ts. 

It \'-1OulcJ be possil~le {it this poL.!:. to prepare at l~e.:jt some of "he <::lemen"Cs 
of a fu 1..1 retrospective benefi t-cost ana] .J'si~). The com; c.ruction cos-:;s ere 
known, there are good current estimates of road ma.lntenance c:ost13 and road user 
savings in Malawi, and traffic projections could llc baced on the January 1973 
traff:l.c counts. Howeven, since the "regional development" llenefi ts predornlr.a te 
in the original (Phase II CAP) analysis; since there is no hasis at present t~cr 
projecting the relevant incremental cost" output and income data; and since 
it Js not clear how the construction of the Lake Shore Road 
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relates to development in the Balaka-Salima-Monkey Bay area, no attempt 
has been maue to carry out new benefit-cost calculations. 

Nevertheless, it lijay be useful to carry out a more comprehcn~11ve po:d.­
evaluation of the project at some later stage, perhups in cOlljunc \:ioll w.l1.1l 
a post-evaluation of the other two road projects being financed by A.LD. 
in Malawi. A retros~ective benefit-cost analysis could be undertaken, 
al though it would have only lim1 ted usefulness. More useful subjects of 
inquiry might be the hypothesized relationship between various standards 
of road construction and various aspects of regi.onnl development, l;;.lsed 
on data collected by the Salima Project; the 'possible role of a high­
standard road as an integrative force and a catalyst for types of develop­
ment unforseen in the studies; the optimum balance between high-standard 
and 10l'l-standard road const.ruction wi thin the context of regi.onal develop­
ment; and the role of ilifrastructure development in general in the 
modernization, of an area such as the central lakeshore area. 

Conclusions and Recommendations 

A. Conclusions 

1. Economic Rationale 

Based on the data available thus far, tt appears that COl1struct1.on 
and maintenan~e costs are generally consistent (in constant prices) with 
the, "r:!.&inal e:..;timato:o, but t.h,d, costs for non-road devdopment were gt'r,lssly 
understated in the benefit-cost analysis. (Ph3se II CAP) With respect to 
benefi ts, the original trafflc projections are probaLly high by a fac"tu;r of 
two or three. In particular, there 1::; 11 tt.le likcUhood that a significant 
number of trucks will use the road due to th8 l'chabi 1. -l.. ta tion of the paralle·/. 
railway (ADMARC is generally requlY'ed to ship 8?,riC1Ll ttU'al inputs and outP'lt 
by rail to the greatest degree pO;3sible). Tl1e ol'if.i;inal projections of in­
crement.al agricultural output alse appeal' to be very high. Also,tlJe com~ 
pletion of the road to Class I bi tUln011i i:,,'d ~ t.:3Ji'lards (Class III hi tum1n~ z0d 
in ~,he case of the Mua-Monl<eY Bay l'oCl.d) has vcry 1:'. ttle apparent relb.tic·:'lflhip 
wi th increased agricultural output ,-·.1.ncr~ roo.rl Uf,~r savings are not passc·tj or. 
in ttle form o[ lower inpt~t prlees or liigheL' 'll'~lJLtt prlces, and phYSic):; 
aocess or high speed RcceSD were not ;nn,jcl' constraints to agri':!ultural 
development in the area. (Le., there 1s no J.::lnkar:;e between the output" 
purpose and goal leveL». 'rhe latter are i'ilPO!'tc..ll L for Clshing and tourism, 
but they are of negligible importance. 

'I'here ure three major reason" fer Lhe va,;t di verge:JC8 between the 
orlginal analysis and the emergifn·g. outf)ome. Fit'S L, Ute' benef: t-r:ost an'llysjs 
was used not as a tool for appraising the P;'ojcct t\:ld examining alternatl.ves, 
but as a means of Justifying a project constructqd to design f::tandaT\i~:; di~tCl'­

min8d prior to the analysis on the basis of nOIl-e,:onomic factors. As ~;uojh .. 
it was natural that costs were understated and benefits overstated. Second, 
the postulated relationship between :'oad development and agricultural don'l .. 
opment, and the weight assigned to road development costs versur-i (:.thcr 
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deverl~.!l1ent (~g~ts, W~~l~neous. '!he analysis estimated that the incre­
mental costs required to generate the incremental outputs could be assigned 
about go percent to road development expenditures and 10 percent to other 
expenditures. The reverse would probably be closer to correct ~ the incre 
mental output in the area simply is not adequate to support both the direct 
investment costs and heavy infrastructure costs. Third, several assumptions 
failed to hold (s~e Anne~ C). With respect to assumptions affecting the 
relationship between the output level (road construction) and the purpose 
level (lower transport costs, better access), the major development was the 
Ga.1 decision to rehabilitate the railway, diverting almost. all potential 
heavy traffic to therallway. Even had the railway been abandoned, other 
traffic would have been substantially below projections, due partially to 
exaggerated projections and partially to other factors such as delays in 
completing the road sections and promoting development north of Salima. 
Regarding assumptions affecting the relationship of purpose to goals (in­
creased output and incomes), the major problems are the absence of the usual 
price-cost mechanism in stimulating agricultural production, and the relative 
unimportance as a constraint of the type of physical access provided by the ' 
Lake Shore Road. (On the positive side, the GCM/FRG Sa11ma Project goes 
well beyond the GCM agricultural development efforts assumed in the Pi,a.se II 
CAPj also, feeder road construction under the Salima Project exceeded the 
Phase II CAP requirementp. ) 

To summarize, it is unlikely that a hig-)1-COSt road can be economically 
viable if the road has a relatively small area of influence in a slJ~rsely 
pl..ljJulaL,(;d, m€:J.ium-potenlial region, particularly if tl:e roai p(\ra~'.d,,,:l 
railway and does 11 ttle to overcome production bottlenecks or stimulat,~ 
output. 

2. Equi ty Impact 

Since benefit incidence (employment, inc>ome d..1.stribution, soda~ 
equity, etc.) was not taken explicitly into nccount i:1 the oli~,!n:;;,J lr.llysis, 
there is no relevant ba:jcline data anJ 11 ttle b<lri1s for reachlng nnd 
detailed conclusions concerning the project' s ~;qui ty J.mpnct. II few things 
ca.;! be said, however. At the out.pu t, level (!'nwl cons tl'UC ti0:1 ), emr~l()yml~;:t 

~ . 
genct'ation was not an important nonsideration for the Cia.1 or .'\. T.V, 'fae 
project employed about 1,500 people at. the peru:, but lllis in a r>rr.Zlll 11 1)mOCl' 
considering the 8i ze of the investm~l\ c. &::;(:,1 ()n commen t,::; by GCM a'lr.. ~·~r.lir..a 

Project ~taff, it might have been dii'ficult. 1~O ~'ecruit ;:;ubstanti[\~::'y ::.;\:'"~:,::::' 

numbers of laborers given t.he GCJ'I1 poll \Jy of pncoU!'~Ig1 ng labor rl! ~r:) +.1. ~:. ":-:, 
nearby countri es and fixing wages a t a JcM ]. eve.!.. In Jl:f' prc.J ('c tare" i --:'::';: 1 
relatively little labor Was available for the project, and Eom0 Sallm~ 
Project staff attributed declining cotton output to employment (m -:-.he l:''Jad, 
among other factors. 

A t the purpose level (reduced transport COGts, impl'ovAd access), tht! 
equi ty impact of the rqad is limi ted by the All11\RC policy of selling 1n;it~ t,} 
and buying cash crops at fixed prices, regardless of transport costs. 
Improved access will enable to Salima Project to expand 1 ts operat1ms lr. 

http:encour-tg.ng
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the area south of Salima~ although this will have an adverse impaot in a 
sense since the ProjE;!ct wil~ work initially with the relaU yeJ,Y_larger ... 
more progress~ve farmers. 'lhe expansion of SaUma Project operations will 
of course have a favorable illJPaot in the sense of helping to narrow rural­
urbar. income differentials. t!mproved physical access in itself will alco 
be a boon to governmE.:1t offioials or tourists travelling fi'om Lilongwe to 
Monkey Bay~ since the trip will be much shorter than via Mnngouhi and II 

great deal faster and more comfortable than previou3ly. 

At the goals level (inoreased D.gricultural output~ fish produ(;tioI1~ 
tourism incomes)~ improved access and generally accelerated development 
should have a generally favorable impact on employment and income distribu, 
tion. As noted above~ agricultural development will pro~oly favor larger 
farmers at first, and there is probably a danger that improve~~ incentives 
combined with abundant land could lead to the emergencies of a self­
perpetuating class of "Kulaks" who would dominate local institutions and 
perpetuate the cash crop and subsistence dualism~ preventing the evolut.ion 
of a mere evenly-spread pattern of agricultural development. Whether this 
is a dRnger is difficult to assess. In any case~ the abundance of land 
Ghould forestall the creation of a Gla::;s of landless laborers in the area. 
Increased fish production and hlgher incomes (due to the expanded market 
and greater competi tion among buyer::; made possible by all-asphalt roads to 
Lilongwe and Blantyre-Limbe-Zomba) shOUld h~ve a favorable equity impact~ 
since the fishernl'm in the Mua-Monkey Boy road area are generally small 
operator::;. The greatest impact of the read possibly i3 on tourism develop­
mer,", "' r r,:ud::cJ r:[";y~ 'vlhich could generate Gub~;tant1al employment~ both 
directly and indirectly. 

3. Managed Force Account Construction 

See Annex B~ p. 1 and pp. 21-23. 

B. Recommendations 

1. Economic Analysis 

Al thouVl the benefi t-cost analY81£; f11.lY have been more !' pol! ti ~~E\l" 
than "economic" J.n its mot:tvation and mode of' ;1!1:!1.y::;i::;, it illustrates 
several past !Jhnrtcorn1ng:, of benen t-co:, L andv!;1::; for ~'O"1rj proJects and 
lends to [;p.veral recornmenda Lions. 

Firs L, the cumb1ned form or analyr;i:.. used 1n cGn,~'r~p ~1I.:!::'~'y :.,u.sp,:,ct 
and shouid be avoided. r~oreovprJ UH: "1'cgionnJ uf!'h:lcpment" .:lpj1roac:: :.: 
benefit e,;timntion 1::; entirely too at'biLrary if' it involven Lerwfit a':'_:l­
cation to cost categories as in thn Co1::;e of' the Phase II CAP analys1r;. 
There iG no clear relationship between road r;tnndaro:J and benofi tn, so 
any standard can be Justified if the benefi tv can be c:J~:-\ln \..\..'<1 suffic1l~nt~y 

to cover hlgh construction costs. Thin can be avoided by u31ng :1 coot­
effectiveness approach, probably wi thin the context of 00: overall ben('1'l~· 
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cost analysis for e.g. an integrat.ed rural development program. 

Recommendation 1: Road projects related to regional development OT' 

rural development programs should use a cost-effectiveness approacl 
(generally within an overall benefit-cost framework) to assure 
appropriate design standards and prevent the development of exnessiv~ly 
costly facilities. 

Second, there is. no way to assure that vaJ'ious calculations and 
assumption5 (such as the assumption of railway abandonment) hold good for 
the life of the project, but possible changes can be taken into account 
by the use of sensitivity analysis and risl. analysis (if available infor­
mation supports assigning probabilities to various events). 'Ibis should be 
a standard feature of all benefit-cost analysis; it would not necessarily 
apply to the analysis of ro&d investments if a cost-effectiveness approach 
is used exclusively. 

Recommendation 2: All benefi t-cost analyses should routillely include 
a sensitivity analysis applied to the major variables. 

Third, it is obviously difficult to assess a project's equity impact 
if the project was not analyzed originally in those terms. The Phase II 
CAP cannot be faulted fol' failing to conlJider en;ployrnent anri income 
di:;;tl'llJutlon issues explicItly, since equity issues were not a major focus 
of A.I.D. policy at that time. However, more recent analyses have exllibtted 
the same failings, partially becau~e benefi t-cost and cost-effecti venes:;; 
analyses by their very nature rclag~Le qucntions of benefit incidEnce to 
n secondary position, generally not cloBe~y :ntc:grated with the remainder 
of the analysis. If equity issuen are to becom~ a more central concern, 
A.LD. will have to ,;;ive greater at.tention to practical means ofr.-.alyzing 
benef_~ I, ';'ncidence at the output, purpf):.5f: anu go~l lf~vel[;, and j nt(~grating 

thE'S(' cOlwideratiom; more fully into r;t.1ndilrd apPI'oadl to project and ... ysis. 

HecC'mmendation 3: fI.J.D. should intensify its efforts to develop 
pr:I!..:t1cnl guidance for project annl.v:;t:.; conc'~rnlng project. beL'd:. '. 
l;\l' 1 donce. 

2. Hoad Con~) t.ruction MethodG and :,t.[\ndaI'Ll::.; 

In t.he case c,f the Lake Shore Road, low,!!, construc Liell costs Here 
more thftrl ()ffse t in the view of the GO~1 lJy the '1er'y hi/!,h IMnagement. &nd 
admlnistr'atlvo burden. Consequently the GOM will generally us~ cor.tractor's 
for conr.truction of high-standnI'd roads in the future. In some cases, of 
course I the hos t country exeouting agency could hi rc addition"l 3taff ·,0 

handle tht; trmporarily increased management lJurden by managed 1.'orc(; nc.clIu!"t 
construction; thin was apparently not posnible for the GOM Mln1stry ot' WOllet 
and Supplies dUf) to ceilings on the hiring of cxpatrintf~5. Agenclp.~ 1~('JlIll:i 

nlno reduce the management workload by contracting for major !ilJt, oomp:H.ent;s 
of the work, such as rock crushing or bridge confltruction. Mot'~ 81mpl1f1td 
A.I.D. requirements and procedurea for prucurement and local cost re1l1bur8e~ 
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cost analysis for e.g. an integrated rural development program. 

Recommendation 1: Road projects related to regional development or 
rural development programs should use a cost-effectiveness approach 
(generally within an overall benefit-cost framework) to assure 
appropriate design standards and prevent the development of excessively 
costly facilities. 

Second, there is no way to assure that various calculations and 
assumptions (such as the assumption of railway abandonment) hold good for 
the life of the project, but possible changes can be taken into account 
by the use of sensitivity analysis and risk analysis (if available infor­
mation supports assi~1i1g probabilities to various events). This should be 
a standard feature of 8,11 benefit-cost analysis; i t ~Iould not necessarily 
apply to the analysis Qf road investments if a cost-effectiveness app~oacll 
is used exclusively. 

Recommendation 2: All benefit-cost analyses should routinely inclc:dl! 
a sensitivity analysis applied to the major variables. 

Third, it is obviously difficult to assess a project's equity impact 
if the project was not analyzed originally in those terms. The Phase II 
CAP cannot be faulted for failing to consider employment and incol;,)£) 
dis·v'J.tutlon lssues explicitly, since equity issues wel'e not ~ 118.}or f ;{:W~ 
of A.I.D. policy at that time. However, more recent analyses havi'! cx.h_1:.~.': 

the same failings, partially becaus~ benefit-cost and cost-effectivenESs 
analyses by their very nature relagate questiolls of benefit incidence~'j 
a secondary position, generally not closely integra tl:d wi th the remair:Je:, 
of the analysis. If equity if::jues are to become a l:1C.1re central CO~1Ce1'n, 

A.I.D. will have to give greater attention to practical means ofannlj'zL~~ 
benefit incidence at the outpuL, pur-po"p' and goal l0vE:J~, and Intel:;(,ltbg 
these considerations more fully in~) standard approach to projec~ ~r~]ysts 

Recommendation 3: A.I.T1. should intensify it:: efforts to deVtdol-' 
pract.ical guidance for project analysts concf"rnilll!, pruJecT, ))c:.tJ1'i~, 

incidence. 

2. Road Construction Methods and Standal'ds 

In the case of the Lake Shore Road, lowe!' cons (.11.11~ t \ on ::o~, 1;.S \\>:!'e 
more than ofCse t in the view of the GOM by thl, ver'y high man6.gH',(o:-,-: nr.:: 
administl'ati.ve burden. Con~equent.ly t.iw GOM wlH ~enerally use co:-.tractor'!' 
for con:3truction of high-standard ronns in the futur'e. In some cases, of 
course, the host country executing agency <.!0uld hire addjtional staff t'J 
handle the t )mporarily increal)cd management burden by managed force aCC"I\;Z', f 
construction; thi~ w/J.s apparently not possible for the GOM Ministry of '1u1'1 
and Supplies due to ceilings on the hiring of expatriates. ',,:wncl'lll c,:;~ ,: d 
also reduce the management workload by contracting for r!llljor ~lHb-oompon:'nttl 
of the work, such as rock crushing or bridge construction. Mor ~ si:npl1f l(.d 
I\, 1. D. requirements and procedL1re,.., for procurement and local co~,t l'oiml>urse 



33 
ment could also eafle the management problems. 'l'huo, there al'C Il lIuml",,' 
of ways in which the construotion savings/management-cost trade-on' 
perceived by the GOM 09u1d be lite red to make managed foroe aooount 
construction of high-standard roads a more attraotive alternative. As 
standards ~re 10werd4,of course, various force account alternatives beoome 
relatively more attractive. 

Recommendation 4: A,I.D. should continue its policy of encouraging 
contractor (U.S, or local) construction of high-standard roads, but 
should be prepared to consideI' managed force account on a case-by­
case basis. In this conneotion, it may be useful to hav~ a brief 
evaluation of managed force account road construction as currently 
praotised in the U.S. 

The traditional procedure in project design for roads amount to 
selecting a design standard and then finding adequate benefits to "justify" 
the road. When cost estimates increase, or bids come in over the p.stimates, 
as they generally do, the problem is one of finding additional beli.-:f"!.ts to 
maintain the "justificationllj normally a revision to lower standards is not 
seriously considered. One way around this would be to maintain a series 
of design alternatives throughout the project preparation proces~, to 
permit seleotion of a lower-cost alternative if necessary. This aould te 
extended through the bid process by a routine requirement for bid l~ternates 
based on alternative design standards. 

Recommendation 5: A.I.D. should consider requiring -che inclus~tj,)n of 
alternative design standards at every stage of the project preraration 
process through final bidding. 

A.I,D. and other donors have been concerned i~ recent years with the 
possible extent of labor intensity in the constr'uction and maintenance of 
roads, in'Jluding high-standard ronds. In gener'€l.l, the results 01' various 
studies tl. 1S far suggest tha t th~' scopr· fo,' more If.bor- iI,ter:si ve 
techniques is quite limited f'cI7 hlr;h-standard roads. ")J/ (Opportuni ties 
for the sUbstitution of labor L)r eql'"l.pmer.t increase as standards are 
lowered, however.) Even where tLere are pos::;! bil i ties for more labc':'­
intensi ve construction, however, ~,[l0y /nay be precluded by donor oonCt~!'n ~Ii th 
maintaining a high foreign ex~hange component in the proJect. In tb.,! car,r~ 

of the Lake Shore Road, for eXE,mple, bridges could have b~('tl consY,!'tlctf:d 1Jsir.~ 

more local materials, and gener~lly more labor-intensive tec[miques. ~lt th~ 

general pressure for a high level of offshore costs ref;~'l t~d in bl'lti;;': 
construction usine; mainly impo:>'t~d rnatel'i.als. (S~e ;',!1.'1ex B, ~I. )~. 

Recommendation 6: A.I.D. should (';.;ntlnue to SE'e}" OUt :7l.!ilDS of t;ncourag­
ing the use of local materials and li'lbor-intensi'le techr:iqw,::s ir' road 
construction and should specifically instruct U.S. consul Lf.n~" 
design roads for the most economic use of materhlls nr..j hr(ll' 
of the impact on overall projeot foreign exchange costs. 

The current AID policy of sharply restricting assil:ltanc'c l'o~' th~ 

construction of high-standard roads, and the elnphasis on agriculture 



and rural development, including ruz:~l_J~tr_~~.tructure, implies increas'3d 
ooncern with construction of rural-works on the basis of cost-effectiveness 
rather than benefit-cost criteria. This in turn requires that engineers 
and rural development practitioners be aware of an array of possible tech­
nical alternatives which may be optimal in terms of prevailing factor pro­
portions. There is often knowledge of a limited number of technical 
options which have been tried in a particular country, but there is little 
information available on experience with technical alternatives for rural 
works construction over a large sample of countries. SUch information would 
be extremely useful and would help to offset the normal engineering bias 
toward a single set of generally capital-intensive standards and construction 
methods. 

Recommendation 7: A.I.D. should consider financing the preparation of 
a study resulting in a practical handbook of technical alternatives 
for rural road or other rural works construction in Africa. 

3. Evaluation 

Improved project design obviously requires better Imowedge concerning 
the success or failure of past development activities. Evaluation can 
provide some of that knowledge. Capital project evaluation has several 
aspects, the most important of which are standard reporting and monitoring, 
er~ual proj~ot evaluations based on the Project Appraisal Report (PAR) used 
for non-capital projects, project completioll reports, and special evaluations. 
Existing rf';>orting and monitoring is probably adequate. The PAR is not. 
generally used for capital projects as yet, but could be used with minimal 
modifications. The "project completion report" currently required for 
capital projects (M .. O. 1264.1) is not particularl.: useful, but could be 
expanded to follow a format such as those of ~l3RD's " performance aUdits". 
The"logical framework" is a useful organizing device for special evaluai.ions 
as well as monitoring, annual eV3luation and project post-evaluation, 
and should become fl standard feature of the capital project design an~ 
evaluatio:1 proces~. ~ttUn the outlines established. by ~he logical frarr.el'lOI'k 
and standard formats and procedures for monitoring, annual evaluation .Ant! 
final evaluati{)n~ there would be substantial variat::'ons in f;;mphasis d"'pend­
ing upon the nature of the project and the implications of possible evalue.t.ior. 
findings fo_' project re-design or desigr. of other projec ts. Thus for' the 
Lake Shore Road project, a PAR wou:;'d probably have accomplisnl!-: l~ -;tlt: !.r. 
terms of reducing project costs in line w:!th the cha~,gir:g proJ:"~: a::'::;I;::I;:'-;!.'j:.~;, 

but it would have provided a useful forum for thorough discussto:-. oi'I!::.r·i~·~:o 

implementation problems as well as a record for poi::it-evaluatlon ()!' ::,pr:I;:..al 
evaluation efforts. For non-construction proJacts, however, an annual PAR 
would probably receive greater empru:.sis, since there is great.er scope for 
project re-design. 

http:proces2.1W
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Recommendation 8: A.I.D. should establish a oomprehensive and 
integrated monitoring, reporting and evaluation system for capital 
projects inoorporating the logical framework, annual evaluation 
based on the PAR system, and final project evaluation, permitting 
substantial variation within the framework of a set of standard 
minimum requirements. 



FOO'rnOTES 

Y For a comprehens1 ve dis',:lussion of Malawi's development policies and 
prospects, see raID "Recent Economic Developments and Prospects of Malawi", 
Report No. 67a.MAI, March 30, 1973; an updatea version should be available 
in mid-1974. Malawi's agrioul tural seotor is surveyed and analyzed in 
IBRD "Malawi - Agricultural Sector Review", Report No. 235a-MA.:r, December 
2811973. Malawi's integrated rural development projects feature prominently 
in the IERD's African Rural Development Study (forthcoming). 

g; For SRe's recommendations for the 25-year program of construction or 
improvement 0f various road sections (including road class and type of 
surfacing) see SRe, Nat~onal 'frens ortation Plan for N asaland, June 1964, 
Tables IV-2 (first priority projects l 19 -1970, IV-3 second priority, 
1971-1977), IV-4 (third priority, 1978-1983), and IV-5 (fourth priority, 
1984-1988). . 

JI For a comparison of the SRe recommendations of 1964 with the present 
situation, see ANNElC D, "Trunk Road Development in Malawi". 

!!I 4 See Tables IV-21 IV-3, IV- , IV-5, and IV-12, SRe, ~.cit. 

21 1 ~~.?; .. l). UI-12. 

§J ibid. , p. IV· 29. 

1/ ibid. , p. I-IO. 

§I Balakn-Sal1ma bitumenization only (two-lane); recommended for 197B-1Sf83 
period. 

21 Balak"l-Salima one-lan13 bi turnen1zutio!~ only; l'cc(l~jrner.ded .ccr ~98,:i. 

lU/ - Cost estimate for constructlon by locaL contrnc tor'; 110 C()S r, figur'u 
g:l ven for bitumen! zation. 

W Assumes co.ltractor construction, wi th -1lJPl1ca tion (.;~' 
force accoun L. 

l£I Includes $83,800 contingency C06t~, 

. 
5t~a.~ 

1-1/ Assumes higher residunl equipment value than Annex R: lower (~q\l!r.4uOl;t. 
value due to unexpected prolongation of equipncnt utlliztit10n int,) 1974 
construction season for completion of Mus-Monkey Bay biturncnizf\tivn l mar9 
than offset by procurement of add:!. tional spllre parts for AtD-finanoed 
equipment. 



Footnotes (Continued) 

W The total loan amount was $8.2 million, but about $200,000 will be 
deobligated in August or September. 

~ By compa.ison, the AID-financed construction of the Chikwawa-Bangula 
road, which is being bul],t to somewhat higher standards th..1n the Balaka-
8a1ima road, will cost approximately $240,000 per mile; most of the 
difference 15 due to higher 011 costs and general inflation. 

161
, be " S 4 .:::.:2 AID, Evaluation Hand ok, econd Ed.1 tion, February 19'(2, p. 1 • 

.see also "Project Evaluat.ion GUidelines", Thim &li tion, May 1974; 
"A.I.D. Use of Development Indicators - A Progress Report", May 1973; 
and "The Logical Framework - Modifications Based on Experience", July lS 73. 

J:]j For a very useful discusnion of l,he case for capi tal project C', .~luat:f.on 
within AID, see AID, "Prospectus for Evaluation of Capital Projects", 
DI.Jccmber 1972 (prepared by II. D, 'rumer, PPC/FME), 

.!BJ For examples of possibll) modifica tiOI1f;, :;co "The Logical Framework -
f1lorlificntions fused on Experience", ,Tuly 19'(3 • 

. ; " I 

~, ?ur b(]llt.:ral CllGeu:..;:.;1ons of the c,;ollomi cs of' rond i:1'/es tm~n t, r.ee 
,-lnry ~'ron:tn (cd.), Transport ITlvestmer~_t awl J~COllOIT1J. c Dcvelop,,'ent, Wa5hinp:­
':on, DC: The Brooking:> Ins ti tu tion, 1%; Clen G. Harral, Preparation 
~!:c:!J'lJlpr.1~::::l1 of Transport P':"()~C(;~:~J ' .. J:};,}ll:1gtcr:, DC: 1).S. Department of 
'l'ran,',;pcrtution, 1968; and Hans A •. '\oll;~', ~'Cc',omJ.~~ '",:1gubnl of 1'ranl3port 
_~:!~~,~(: Ls ~. A Mflnual Wi th Ca~:;e Su:Jl~':-' m'JOlninr:t-,c:1 ~ Indiana Un! v~r':,:;i ty 
}':'O~iG, 1s/71. For some cxc(~llcnt cr\:.c !JL\..ijil~~; Cof' ttl'~ impact, ;)1' read 
c.1.cvrjoprne:lt art agriculture Llf,c\ :,1:(: CL'ltic:1J imp'Jrtu'1:!c o,~ '\o:······)ac. i'w'!;;t­
J;l':ll_~i. :;(;1. G. W. Wl1"on, b. j,. fj'H'!)nnw:, '" 'I. l!ir"ell and U. ~1. Yldn, 
.!he tmpilCi of lUghwuy J~ve~~~:_ on .Q'::~\~'J~lr':~::i1_'~, Wa"llin"t.or:, ;,,\,: D:e 
BI'ook:1m~:i Insti tu·_ion. l·)bf). 

~ ;,'rn,n ur; OVel'[;cnr; !)I:"flopn'cnt ;"\llr,;;I~: ':" 1 ,'''1, ")'1'1 ',::;IJ 'Ij)Pl'.\!.:,hl r.u!J:>~or. 
tc ;~.'11nwi to Con!:il.ler tll() Honci '\l~i '1.:!.~ 'j ".:"! '.~, Sy;,\,_~·;: I:.."~":t::l !.l.lon!:,'W(', 
'(~L\lLn,'1 nnd lJlIlak:I", Uo"{':,'bUl' IS/'ll. .h," /';" j l'LI7,11re:; .1,';:lIIl1f' t'i,ilw:lj" 
rclJ:lt,l11tation bet,·wen D:.l .. 10 and :~1I1b::); Ul" f-Ar,:Ti' "j ~lr'0;~ ',:1.)'$.10 

f.I. 'mnd otHlIC'tl t,. 

')~) 1 
f::!:I In i'a<:t, t.he Phn:;c I CAP nutI'd (p. j) that the r,a,: bad "ota',cd to 
wrIting to 1.110 connult.llt1tn ot' tlw I.Y'l'> '-\;l1t It; 1u till) policy of the 11(11. 

to dic.;cont.inuc ouch rail cnrvle() Gil,!" the lInD-financed t'ood j n ~VI)11Qht .. 
Ill] nn llltonlO.t.ivo morom or hlllldllnf:o: ~1l(J trafj'i{!. '1'h11'; nhoul.d oocur 
clbou t 19~{O." 



Footnotes (Continued) 

2*:l1 ' 
~ '!he analysis probably seriously understated the impact of tho milway 
decision on the economic,s of the Balaka-Sal1ma section, howeveI'. 

241 
~ To prove that history can :repeat itself, the GCM is now seriously 
pursuing the possibility of extending the railway from Lilongwe to Zambia 
to connect wi th the Zambian system. 'Ihis wruld soriously affect the 
economics of the construction and asphal ting oJ.' Lilongwe-l-lchinJi (Zambia 
border) road, for which AID authorized a $11.4 million loan in June 1974. 

E2I No effort has been made to ascertain the present status of these 
efforts. 

~ GOM, "Central Region Lakeshore Development Project, Annual Report 1971" 
Salima, Marct. 10, 1972, p. 3. 

g]j IBRD, "Ar .... :·aisal of the Shil.~ Vullcy Agricultural Development Project -
Phase II, Malawi" (33a-MAI), li'ebruary 15, 1973, Armex 4. 

28/ - h'ilson et aI, £E. cit •• p. 180. 

?:21 Compar~ the maintenance costs in th<:: Phase II CAP with those in the 
reeent CAP for the Lilongwe-Mchinji Eoad: "Halawi - Malawi Roads Phase II" I 
Capi tnl Assistance Paper AID-DLC/P-?O';J+, Am.cx IY.. 

l.QI ~jee for example U,S. Depart,"1cn: of 'J'radr;pOJ t.;;V .. rJIl, "Opport.unities for 
COf'L H(:~luc tion in the Desie;n of 'h'clDspol't l;'..!cJ.:'l tic.:> fo!' Developing Countritls", 
Washington, D.C" 1970; and Imn. "!;b:cl'! ,~' '.h,- ,)J.bGt;itution of Labor cUld 
Equi.pmcn L in Civil Construction: Phil.:.: 1 I Flllill Report", Staff Working 
Pq-:el' No. 172 (in three \'olumes), Jnm. ... c'.l'Y 197H • 
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Annex B - See Seoarate Attachment 

Evaluation of Force Account 

construction of Lake Shore Road 

May" 1973 

Gordon Manly, Consultant 
John H. Westley, REDSO/EA 



f"o,r'-Q1'i ... Su~ of O';ginal 
P\c;nned Objecti .., •• 

EVALUATION SUi/.MAR" • CAPITAL PROJECTS 

------------------------------------
ORIGINAL PLAN 

..... osuring: 

..... ?rc~.r,. i. lo .... ord P :,..,ned T or;ets; PlGllning AS1oU",""honS. 

b. Benefit Incidenc<e . Employment, 

hc:om,. [~i Sfnbut",r .. Soc 01 Equity, etc. 
. 

2. Obiec.i •• ly V •• if.cbl. Indica.a .. lor 1--
3

---' 

A. Sectoral or P'Q9rorn Goel ,-::-~~ '!-M:~s .... '~~ d~~~I·__,.:::(nl~:~~·~~~=..::.=...~··· ~-::.=4~O~·.=;=g=.n~o~1 =A=,;:=u .. =~=t~~o=n~'=A="=ec='=,,='S=Li·n-og,~ 
1.. Increa.2e agriC"..ll":ta"al O'.J.tpu~ ~ c, Fro;rus (C\.;t.;"'~l~ or Inc()r:.e by 1S'--5 )between Proj_ct Purpose and Sector. 

2. 

3. 

II. Project Purpo .. 

1. Prov1.de al.i..-e~1\.l;.J:-~ 1'LCC~!!:l 

!.n C.18 lU;~:;h.....re a~a 

oo\":~:1eJ c'J .'~ .0.1<:1, S3~t:l8. 

.. :ul lI!onkey ""7 
2. ReducIO tra::"pcrrt oo .. t.s 

C. Project Qu'"",. 

l' ;'\~!.,::..~:.:...;r·_, - Z':',U:JO t:..r..,: 
''3.~"-:,, 1:' :.= :"'1.:.ad) 

..... , ?i~:: - ::.. :-:"=~: '~:)=-:.s: 
\::.. .. ,-:r.~ !.: ;;:. !"':'~:!.J 

3) 7C"~1::~: - tS::'.Cv:://ehzo 
b. 8@"~f,': ~~~~~:.,~ ~: :.0 :"':.ad) 

i -
; Co".jltio"\ EJlpec'.~ at E.,d of P'Olect 
I 

l P'04i'.'U 

: ) 
:-~.J;).! '-.IS': r" ~:. \ .. 1.r.~:: 

:;"',. ""J ~~5 

.• ·~AP 

~-------------------

ProQrom Gaol 

I 

L 

3.) CWo carr1 ('5 ,--,t:,.~ ::f" ';CS! :.ry ~ 
,:h~\r("·10p::-:~nt prog:rar::.8 (iu- ~ 
C' .!.t,;.:!i: .. g feeler road ~or.- ., 
:;:ruction) 

L) !)'~tteI" ucces re.s..at.~ in 
':Zjcr-~a~M proc1...:.c":.icr.' 

H .. J.!",~c~ respo:1ds t.u ~3.te!" 

N:-!.1nbil! ty G~~ t!';u-.spcrt 

Cat.ch !.:.,;rcast;:s !.n rt!spcn~c 
t') JC'uter r..cCJ.a.ld 

?~1;11! t! es de'Jelopcd 

r') ;·~C';J~e;1 3ay ; :'!.!'.c:c-:'i'JC' fer 
+-Gl.:.r!.st.::; 

i OrigInal Assump~~Qns Affecting Linkoge 
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~bEL.lcr.ed by 1975 

Tr3nSport cost sav!n~ 6e~erat 
ed i cr est.1rr.a tes 
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1. Agrlcul tural O~tput 

a) Sali~~ ~ject 
b) 3et~er access weakly 

relatoo 'to increased 
output 

2. Fish Prod~...tJ.on 

:10 Infor.1!3Ucn available 

3. 'I'our!sr.: 

As pla."lI1e<l 

Change5 Affectiog the Linkage between 
Proiecf OutpUfJ end Project Purpose 

1. Bala.ka-Sallma rail line 
rehabill ta ted 

2. Transport cost savings bel 
projections 

3. 110 dai.", 
4. Sallma-Nkhata Bay ro?d 

not completed on 
schedule 
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Q. P.eg .... ( OJtput or Income 
by 1985) 

1) Agriculture - no data 
(probably below target) 

2) Fish pt'O'luctic.n - no data 
3) Tourist; - no data 

b. Benefit Incidence 
1) Agriculture - small fanners 

benefi t; precise data not 
available 

2) Fish prodUction - no data 
3) Tourism - no cata on 

employment 

I progress toword Project Purpose 

I Q. Pr0i!.ess 
1) Road provides all-season 

access 
2) Road USer savir.e;s proba.bl~ 

below target (constant 
prices) 

a,nefit Incidence 
l} Improved access benefits 

veh1cle users and tour-
1sta: also farmers and 
fishennen 

2) Road user savings beLen t 
tr!ll'lSport operators 

o. Progren 

Ccmstruction completed 
Nov. 1972: bi tumen1zation 
August 1974 

b. Benefit Incidence 
1456 Malawians employed at 

peal-oJ 9: operators trained; 
and evet' 25 GG: sa~l~sors 
trained. 



ANNEX: . D 

'ffiUNK ROAD DEVELOPMENT IN MAIAWI 

SRC ~ecommendat1ons - 1964 Actual or Pla~~ed - 1974-

Road Section (Mileage) Type .of Improvement Timing ·Type of Improvement Ti.ming Financin~ 
(Completion) 

L1wonde-Mangochi (46) Class I Asphalt 1964-1970 Class I Asphalt 1968 G<H 

i'-1angochi-Monkey Eay( 42) Class I Asphalt 1971-19T/ Class I Asphalt 1974 !!crvwc 
Zomba-Li wonde-

(177) Class I Asphalt 1964-1970 Class I Asphalt 1971 IIiID Lilongwe 

Lilongwe-r·1chi nji (78) Class T Asphalt 1964-1970 Class I Asphalt 1976 AID ... 
Lilongwe-Kas~~gu (86) Class I Aspralt 1971-1977 Class I Asphalt 1976 IBID 

Blan tyre-Clti kw:\W3 (20) Class I Asphalt 1964-1977 Class III Asphalt (not improve 

Chikwawa-Bangula (62) Class II Asphalt 1971-1977 Class I Asphalt 1976 AID 

Chilumba-Kar.::>r.s~ C5t)) Class II Gravel 1971-1977 Class I Asphalt 1972 FHG 

Balaka-Sal1l':~ (89) Class II Gravel 1964-1970 Class I Asphalt 1974 AID 

Balaka-Sali t:l~l \8-) ) C1:lsS II Asphalt 1978-1983 
MU3.-Honke~· :~lY \36) Class III Gravel 1984-1983 Class III Asphalt 1974 AID 

S:-lllma-~'k-:-: :lk,' :~, (76) Class III Asphalt 19(.4-1970 Class II Gravel 1968 j{lI1!UK 

Nk ... ,tako: 3-:;:-':·.:\:.: 
,::2) C18~s III Gravel 19':'8-1983 Class II Asphalt 1976 ;Clt1/iJh 

r-:l.~· 
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Source: ARC MI 625.7 M279 

This evaluation report was undertaken (1) to assess the 
advantages, disadvantages, and possible replicability of 
the "modifiec" force account approach used in this project 
and (2) to consider how AID I S evaluation procedures for- - -­
non-capital projects should be applied to capital projects. 
The evaluation procedure led the evaluators to make 8 
recommendations including: (1) road projects related to 
regional development or rural development programs shoulD 
use a cost-effectiveness approach to assure appropriate 
design standards and prevent the development of excessively 
costly facilities; (2) all benefit-cost analyses should 
routinely include a sensitivity analysis applied to the 
major variables; (3) AID should continue its policy of 
encouraging contractor construction of high-standard roads, 
but should be prepared to consider managed force account on 
a case-by-case basis; (4) AID should continue to seek out 
means of encouraging the use o-r local materials' and labor­
intensive techniques; and (5) -AID shouid estabiish-~ compre­
hensive and integrated monitoring, reporting and evaluation 
system for capital projects incorporating the logical frame­
work, annual evaluation based on the PAR (Project Appraisal 
Report) system, and final project evaluation, permitting 
substantial variation within the framework of a set of 
standard minimum requirements. 
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LOA NAG R E E M Ii! N T dated the 17th day of July ,1969 

between the GOVERmENT OF MA.LA.Y.'I (IIBorrower ll ) and the UNITED STA'rES OF 

AIvERICA, acting through the A(]-~NCY FOR INTERNATIONAL DEVELOPI-ENT 

(IIA.I.D .11). 

ARTICIE I 

The Project 

SECTION 1.01. The Loan. A.I.D. agrees to lend to the 

Borrower pursuant to the Foreign Assistance Act of 1961, as amended, 

an amount not to exceed Seven Hillion United States Dollars 

(~?,OOO,OOO) (IILoan ll ) to assist the BorrO',\'er in carrying out the 

Project referred to in Section 1.02 (IIProject ll ). The Loa."1 shall be 

used exclusively to finance United States dollar costs of goms and 

services required for the Project ("Dollar Costs ll ) and local currency 

costs of goms and services required for the Project ("Loc.:U. Currency 

Cootsll). Except as A.Ln. may otr.crwise a::;rce in vlTiting, the amount 

of the Loan used to finance the Local Currency Costs ~hall not exceed 

the equivalent of Five Hw-.circd ThOUScl:'..:i United States Dollars 

($500,000). The aeGrocate o.r.:otmt of disbursements un.:ier the Loan is ----- .. ~. 

hereinafter referred to us "Princip.:U.." 

SSCTICN 1.02. The Project. The Project shall consist of 

the construction of a rOM connecting B.:U.aka with S.:U.ima and a rooo 

from HJa to the vicinity of X-:Onkey B.JY. The Project is more fully 

described in Annex A hereto, tho specific details of which may be 

modified by written agreement of Borrower and A.I.D. 



SECTION 1.03. Borrower's Financing. In addition to, but 

not in limita.tion of, Borrower's obliga.tion to provide aIlY other 

resources or funds, in addition to the Loan, required to complete 

the Project, Borrower agrees to finance not less than the dollar 

equivalent ( as a.t the date of this Agreenent ) of six hundred 

thousand Malawi pounds (£600,000) of local costs and non-United 

States foreign exchange costs of gocxls and services required for 

the Project. 

SECTION 1.040 Use of Funds Generated by Other United 

States Assistance. The Borrower shall use for the Project, in lieu 

of any United States dollars that would otherwise be disbursed under 

the Loan to finance the Local Currency Costs of the Project, any 

currencies other than United States dollars that may become available 

to the Borrower after the date of this Agreerrent in connection with 

assistance (other than the Lo~~) provided by the United States of 

America to the Borro\..;er to the extent and for the purposes that 

A. I .0. and the Borrower may agree in wri tine. Any such fund s used 

for the Project shall reduce the amount of the Loan (to the extent 

that it shall not then have been disburs~d) by an equivalent amount 

of United States dollars computed, as of the date of the agreerent 

between A.I.D. and the Borrower as to the use of such funds, at the 

ra.te of exchange defined in the Special letter of Credit Implementa-

tion Memorandum referred to in Section 7.02 as in effect on ~uch date. 
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ARTICIE II 

Loan Terms 

SECTION 2.01. Interest. The Borrower shall pay to A.IeD. 

interest which shall accrue at the rate of two percent (2%) per 

annum for ten years following the date of the first disbursement 

hereunder and at the rate of two and one-half percent (2~%) per 

annum thereafter on the outstanding balance of Principal and on 

any due and unpaid interest. Interest on the outstanding balance 

shall accrue from the date of each respective disbursement (as such 

date is defined in Section 7.04) I and shall be computed on the basis 

of a 365-day year. Interest shill be payable semiannually. The 

first payment of interest shall be due and payable no later than 

six (6) months after the first disbursement hereunder, on a date to 

be specified by A.I.Do 

SECTION 2.02. Repayment. The Borrower shall repay to 

A.I.D. the Principal within forty (40) years from the date of the 

first disbursement hereunder in sixty-one (61) approximately equal 

semiannual installments of Principal .md interest. The first in­

stallment of Principal shall be payable nine and one-half (9~) 

years after the date on \~hich the first interest payment is due in 

accordance with Section 2.01. A.I.D. shall provide the Borrower 

with an amortization schedule in accordance with this Section after 

the final disbursement under the Loan. 



SECTION 2.03. Application. Currency. and Place of Payment 

All payments of interest and Principal hereunder shall be made in 

United States dollars and shall be applied first to the p~ent of 

interest due and then to the repayment of Principal. Except as 

A.I.D. may otherwise specify in writing, all such payments shall be 

made to the Controller, Agency for International Development, 

\'lashington, D. C., U.S.A., and shall be deemed made men received 

by the Office of the Controller. 

SECTION 2.04.. PrepaYment. Upon payment of all interest 

and refunds then due, the Borrower may prepay, without penalty, all 

or any part of the Principal. Any such prep~ent shall be applied 

to the installments of Principal in the inverse order of their 

maturity. 

~CTION 2.05. Renegotiation of the Terms of the Loan. 

The Borrower agrees to negotiate with A.I.D., at such time or times 

as A.I.D. may request, an acceleration of the repayrr.ent of the Loan 

in the event that there is any significant improvement in the 

internal and external economic and financial position and prospects 

of 11alawi. 
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ARTICIE ITI 

Conditions Precedent to Disbursement 

SECTION 3.01. Conditions Precedent to Initial Disbursement. 

Prior to the first disbursement or to the issuance of the first 

~tter of Corranitment under the Loan, the Borrower shall, except as 

A.I.D. may otherwise agree in writing, furnish to A.I.D. in form and 

substance satisfactory to A.I.D.: 

(a) An opinion of the Attorney General of Borrower or of 

other counsel acceptable to A.I.D. that this Agreement has been duly 

authorized and/or ratified by, and executed on behalf of, the 

Borrower, and that it constitutes a valid and legally binding obliga­

tion of the Borrower in accordance \'.rith all of its terms; 

(b) A statement of the narr~s of the persons holding or 

acting in the office of the Borro\'~r specified in Section 9.02, and 

a specimen signature of each person specified in such statement; 

(c) (i) An executed contract for supervisory engineering 

services for the Projdct with a firm acceptable to A.I.D., or (ii) 

another arrangement for such services for the Project ... ,hich is 

acceptable to h.I.D.; and 

(d) If subsection (c) (i) of this Section shall not be 

satisfied, an executed contract for construction management services 

for the Project acceptable to A.I.D. with a firm acceptable to 

A.I.D. 

~5-



SECTION 3.02. Conditions Precedent to 'Additional Disbursement 

Prior to ~ disbursement or to the issuance of ~ Letter of Commitment 

under the Loan for any purpose other than to finance the services re­

ferred to in Section 3.01, the Borrower S!1all, except as A.I.D. ma:y 

otherwise agree in writing, furnish to A.I.D. in form and substance 

satisfactor.y to A.I.D.: 

(a) Plans and speCifications, cost estimates and time 

schedules for carr.ying out the Project; 

(b) A description of construction equipment and materials 

needed for the Project to be procured under the Loan and a statement 

of the arrangement for their procurement; 

(c) A budget and statement of the arrangements whereby 

Borrower shall provide its financial contribution to the project 

pursuant to Section 1.03; 

(d) Evidence that Borrower nas taken all steps necessary 

to acquire all rights of w~ or easements necessary to carr.y out the 

Project; 

(e) An executed contract for construction management 

services for the Project acceptable to A.I.D. with a firm acceptable 

to A.I.D., unless such contract has earlier been provided to A.IJD. 

under Section 3.01 (d) cf this Agreement; 

.- 6 -



(f) Evidence that Borrm..er has made adequate arrangements 

for maintenance of the Project which shall include (i) evidence that 

an adequate highway maintenance organization has been or will be 

promptly established and (ii) a detailed estimate of the cost of 

adequate maintenance operations for the Project including assurance 

that sufficient funds will be provided for this purpose j and 

(g) Such other documents as A.I.D. may reasonably request. 

SECTION 3.03. Terminal Dates for r·~eeting Conditions 

Precedent to Disburse~. Except as A.I.D. may otherwise agree in 

writing, if the conditions specified in Section 3.01 shall not have 

been met within two (2) months from the date of this Agreement, or 

the conditions specified in Section 3.02 shall not have been rr~t 

within five (5) months from the date of thi:::; .Agreement, A.I.D., at 

its option, may terminate this J.greement by giving \'/ritten notice to 

the Borrower. Upon such notice, Borro~~r shall repay ar~ unrepaid 

Principal and any accrued interest whereupon all other obligations 

of the parties under this Agreerr£nt shall terrrdnate. 

SECTIOI~ 3.04. Notification of ;·eeting of Conditions 

Precedent to Disbursement. A.I.D. shall notify the Borrower upon 

determination by A.I.D. that the conditions precedent to disburse­

ment specified in Sections 3.01 and 3.02 have been met. 

- 7 -
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ARf'ICIE IV 

General Covenants and Warranties 

SECTION 4.01. Execution of the Pro.iect. 

(a) The Borrower shall carry out the Project with due 

diligence and efficiency, and in conformity with sound engineering, 

construction, financial, administrative and highway management and 

maintenance practices. In this connection, the Borrower shalt at 

all times employ s1.itably qualified and experienced engineers to 

be professionally responsible for the execution of the Project and 

suitably qualified and competent construction experts to assist in 

carrying out the Project. The Borrower shall further provide from 

its own forces a sufficient number of suitably qualified and 

experienced personnel to carr,y out the Project on a timely basis. 

(b) The Borrower shall cause the Project to be carried 

out in conformity with all of the plans, specificationn, contracts, 

schedules, and other arrangc~cnts, and with all modifications 

therein, approved by A.I.D. pursuant to this Agreement. 

SSCTION 4.02. Funds and Other P£sources to be Provided 

by Borrower. The Borr~r shall provide promptly as needed all 

funds, in addition to the Loan, and all other resources required fo 

the punctual and effective carrying out of the construction main­

tenance and repair of the Project. 



SECTION 4.03. Continu:ing Consultation.- The Borrower, and 

A.I.D. shall cooperate fully to assure that the purpose of the Loan 

will be accomplished. To this end, the Borrower and A.IeD. shall 

from time to time, at the request of either party, exchange views 

through their representative~ with regard to the progress of the 

Project, the performance by the Borrower of its obligations under 

this Agreement, the performance of the consultants, contractors, 

and suppliers engaged on the Project, and other matters relating 

to the Project. 

SECTION 4.04.. Operation and l'bintenance e' The BorrovJer 

shall operate, maintain, and repair the Project in conformity 1tdth 

sound engineering, financial and administrative practices and in 

such manner as to insure the continuing and successful achievement 

of the purposes of the Project. 

$CTION 4 ... 05,. To.xntion. This Agreement, 'the Loan an:l 

any evidences of indebtedness issued in connection herewith shall 

be frep from, and the Principal and interest shall be paid without 

deduction for and free frem, any taxation or fees ~~posed under the 

laws in effect within the country of the Borro ..... or. To the extent 

that (a) DI'ly contractor, includine any consulting or engineering 

firm, any personnel of such contractor financed hereunder, and 

any property or trDI'lsactions relating to such contracts and (b) 

any commodity procurement transaction financed hereunder, are not 
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exempt from identifiable taxes, tariffs, duties, and other levies 

imposed under b.ws in effect in the country of the BClrrower, the 

Borrower sha.lJ., as and to the extent prescribed in and pursuant to 

~plementation Letters, p~ or reimburse the same under Section 

4.02 of this Agreement with funds other than those provided under 

the Loan. 

SECTION 4.06. Utilization of Goods and Services. 

(a) Goods and services financed under the Loan shall be 

used exclusively for the Project, except as A.I.D. m~ otherwise 

agree in writing. Upon completion of the Project, or at such other 

time as goods financed under the Loan can no longer usefully be 

employed for the Project, the Borrower may use or dispose of such 

goods in such manner as A.leD. may agree to in writing prior to 

such use or dispositiono 

(b) Except as A.I.D. may otherwise agree in writing, no 

goods or service:> financed ur.der the Loon shall be used to promote 

or assist any foreign aid project or activity associated with or 

financed by any country not included in Code 935 of the A.IoD. 

Geographic Code Book as in effe~t at the t~c of such use. 

SSCTION 4.07. Discl()~urc of :::.tcrial ?ncts imd Circum­

stances. The Dorro ... ;,,~r rcpresent:J ond Warrant:> that all facts ani 

circumstances that it has disclo:Jed or caused to be disclosed to 

A.I.D. in the course of obtaining the Loan arc accurate and 

complete, and that it has disclosed to A.IeD., accurately and 
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completely, all facts and circumstances that might materially 

affect the Project and the discharge of its obligations under this 

Agreement. The Borrower shall promptly inform A.I.D. of any facts 

and circumstances that may hereafter arise that might materially 

affect, or that it is reasonable to believe ~night materially affect l 

the Project or the discharge of the Borrower's ~bligations under, 

this Agreement. 

SECTION 4.08 0 Commissions, Fees. and Other Payments. 

(el) Borrower warrants and covenants that in connection 

with obtaining the Loan, or taking ;my action under or with respect 

to this Agreement, it has not paid, and will not payor agree to 

pay, nor to the be st of its knowledge has there been paid nor ... .rill 

there be paid or agreed to be paid by any other person or entity, 

commissions, fees, or other payrr~nts of any kind, except as regular 

compensation to the Borrower's full-time officers and employees or 

as co~pensation for bona fide professional, technical, or cowparabl~ 

services. The Borro ..... 'Cr shall promptly report to A.I.D. any payment 

or agreement to pay for such bona fide professional, technical, or 

comparable services to which it is a party or of ..... hich it has 

knowledge (indicating whether such payment has been made or is to 

be made on a contingent basis), and if the amour.t of any such 

payment is deemed unreasonable by A.I.D., the same will be adjusted 

in a manner satisfactory to A.I.D. 
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(b) The Borrower ~rants and covenants that no p~nts 

have been or will be received by the Borrower, or ~ official of 

the Borrower, in connection with the procurement of goods and ser­

vices financed hereunder, except fees, taxes, or similar payments 

lega.lly established in the country of the Borrower. 

SECTION 40 09. Maintenance and Audit of Records. The 

Borrower shall maintain, or cause to be maintained, in accordance 

with sound accounting principles and practices consistent~ applied, 

books and records relating both to the Project and to this Agreement. 

Such books and reco.rds shall, without limitation, be adequate to 

show: 

(a) the receipt and use made of goods and services 

acquired with funds disbursed pursuant to this 

Agreement; 

(b) the nature and extent of solicitations of pros­

pective suppliers of goods and services acquired; 

(c) the basis of the award of contracts and orders to 

successful bidders; and 

(d) the progress of the Project. 

Such books and records sha.1.l be regular~ audited, in 

accordance with sound auditing standarls, for such period and at 

such intervals as A.I.D. may require, and shall be maintained for 

five years after the date of the last disbursement by A.I.D. or 

until all sums due A.I.D. under this Agreement have been paid, \'tlich-

ever date shall first occur. 



SECTION 4.10. Reports. The Borrower shall furnish to 

A.I.D. such information and reports relating to the Loan and to 

the Project as A.I.D. may request. 

SECTION 4011. Inspection. The authorized representatives 

of A.I.D. shall have the right at all reasonable times to inspect 

the Project, the utilization of all goods and services financed 

under the Loan, and the Borrower's books, records, and other 

documents relating to the Project and the Loan. The Borrower 

shall cooperate with A.I.D. to facilitate such inspections and 

shall permit representatives of A.I.D. to visit any part 

of the country of the Borrower for any purpose relating to 

the Loan. 

SECTION 4012 0 Investment Guaranty Project Approval 

by Borrower. The Borrower agrees that the construction work to 

be financed under this Agreement is a project approved by the 

Borrower pursuant to the Agreement between the Gove~.£nt of 

Malawi and the United States of America on the subject of invest­

ment guaranties, and no further approval by the Government of 

Malawi r;hall be required to pormit .A.I.D. under that agreement 

to issue investrr£nt guaranties covering a contractor1s investment 

in that project. 
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ARTICIE V 

Special Covenants and Warranties 

S8CTION 5.01.' Feeder Roads. The Borrower agrees to 

furnish to A.I.D., within eighteen (18) months from the date of 

this Agreement, in form and substance satisfactory to A.I.D., 

plans and specifications of, and proposed financing and construc­

tion arrangements for an adequate system of feeder roads 

appurtenont to the Projecto Borrower further agrees to cause 

construction of said system of feeder roads to be completed not 

more than eighteen (18) month3 after complotion of the Project. 

These obligations of Borro\'Jer are in addition to Borro....er '6 

obligations under Section 4.02 of this Agree~£nt. 

A.l\l'ICIE VI 

Procurcrwnt 

SECTION 6 0 01. Procurcr;-.(!nt from the Un1.tcd Stntes ~ 

Except as A.LD. may otherwise ac;ree in writinc, di5bur~err.cnts 

made pursuant to Section 7.01 ~hill be UGcd exclu~ively to 

finance the procurement for tho Project of coods and services 

having both their ~ourco and origin in the United State::; of 

America. All ocean shipping an.i mar:ino insuranco financed W1der 

the Loan shall have both their sourcO and origin in the United 

States of J\ffierica. 
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SECTION 6.02.- Procurement from Malawi. Disbursements 

made pursuant to Section 7.02 shall be used exclusively to finance 

the procurement for the Project of goods and services having both 

their source and origin in Valawi. 

SECTION 6.03.- Eligibility Date. Except as A.I.D. may 

otherwise agree in writing, no goods or services may be financed 

under the Loan which are procured pursuant to orders or contracts 

firmly placed or entered into prior to June 1, 1968 except for 
. 

financing of service~ under Borro~r's contract dated Hay 29, 

1967 with Tippetts-Abbett-I·icGarth:l-Stratton. 

SSCTIO~ 6 0 040 Gooi" Mel Services r:ot Finnnccd Under 

Loan. Goods and ~ervice~ procured for the Project, but not 

financed wrlcr tho Loan, ~hall have their ~ourcc nnd orifjin in 

countries included in Code 935 of the A.I.D. GeoGraphic Code Book 

a~ in effect at the tiI..'1C oroors arc plJ,ccd for :.Iuch [;000::3 and 

services. 

The definition apijUcablo to the eliGibility rcquiNr..cnts of Scction~ 

6.01, 6.02, and 6.01 .. will be Got forth in detail in Implementation 

letters. 

SCTIGi; 6 0 06. P] n;l" , Spccificat)()n", ,"nd Contracts. 

(a) Except aG A.I.D. may othel~~e a~rce in writing, the 

BOl'romr shall furnish to A .I.D. promptly upon proparation, o.lJ. 
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plans, specifications, construction schedules, bid documents, and 

contracts relating to the Project, and any modifications therein, 

whether or not the goods and services to which they relate are 

financed under the Loan. 

(b) Except as A.I.D. may otherwise agree in writing, all 

of the plans, specifications, and construction schedules furnished 

pursuant to subsection (a) above shall be or have been approved by 

A.I.D. in writing. 

(c) All bid documents and dOC\Ll1ents related to the solid.-

tation of proposals relating to goods and services financed under 

the Loan shall be or have been approved by A.I.D. in writing. 

(d) The following contracts financed under the Loan shall 

be or have been approved by A.I.D. in writing prior to their 

execution: 

(i) contracts for enGineerL~g and other professional 

services; 

(ii) contracts for construction ~aecr.~nt services; 

(iii) contracts for such other services as A.I.D. may 

specify; and 

(iv) contracts for Duch equipment and materials as 

A.I.D. may specify. 
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In the case of any of the-above contracts for services, A.I.D. shall 

also approve in writing the contractor and such contractor personnel 

as A.I.D. may specify. Material modifications in any of such 

contracts and changes in any of such personnel shall also be 

approve;d by A.I.D. in writing prior to their becoming effective. 

SECTION 6.07. Reasonable Price. No more than reasonable 

prices shall be paid for any goods or services financed, in hhole 

or jn part, under the Loan, as more fully described in Implementa­

tion letters. Such items shall be procured on a fair and, except 

for professional services, on a competitive basis in accordance 

with procedures therefor prescribed in L~plementation Letters. 

SSCTIOil 6.08. Er:mloy:;::mt of Third-Ccuntrr r::.tion:lls 

Under Constructicn Contracts. The emploJl~ent of personnel to perform 

services under construction contracts finar.ccd under the Loan shall 

be subject to requirements with rc~?cct to third-country nationals 

prescribed in Luplementation Letters. 

(a) Goods procured fro~ the United Statos ~~d financed 

under the Loan shall be transported to tho country of the Borrov~r 

on flag carriers of ~'1Y country inclu.:l.cd in Code 935 of tho A.I.D. 

Geographic Code Book as in offect at tho time of tho shipment. 
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(b) At least fifty percent (50%) of the gross tonnage of 

all goods procured from the United States and financed under ~he 

. Loan (computed separately for dry bulk carriers, dry cargo liners, 

and tankers) which shall be transported on ocean vessels shall be 

transported on privately owned United States flag commercial 

vessels unless A.I.D. shall determine that such vessels are not 

available at fair and reasonable rates for United States flag 

commercial vessels. No such goods may be transported on ~ ocean 

vessel (or aircraft) (i) which A.I.D., in a notice to the Borrower, 

has designated as ineligible to carry A.I.D.-f:inanccd goods or 

(ii) which has been chartered for the carriage of A.I.D.-financed 

goods unless such charter has been approved by A.I.D. 

(c) If in connection with the placement of marine 

insurance on shipments financed under United States legislation 

authorizing assistance to other nations, the country of tho 

Borrower, by statute, decree, rule, or rccul~tion, favors any 

mar:ine :insurance company of any country o.'er o11Y marine :insurance 

company authorized to do business in any state of the United States 

of America, goods procured fro~ the United States and financed 

under the J.oan shall durinG the continuance of such dbcrimination 

be :insured against marine risk in the United States of America with 

a comp~ny or ccmpanics authorized to do a lI'arinc insurance business 

in any state of tho United States of Amorica. 
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(d) The Borrower shall insure, or cause to be insured, 

all goods procured in the United States and financed under the 

Loan against risks incident to their transit to the point of their 

use in the Project. Such insurance shall be issued upon terms and 

conditions consistent with sound commercial practice, shall insure 

the full value of the goods, and shall be payable in the currency 

in which such goods were financed. Any indemnification received by 

the Borrower under such insurance shall be used to replace or repair 

any material damage or any loss of the goods insured or shall be used 

to reimburse the Borrower for the replacement or repair of such 

goods. Any such replacement shall be of United States source and 

origin and otherwise subject to the provisions of this Agreement. 

SECTION 6.10. Information and Harking. Borrov.'Gr shall 

give publicity to the Loan and the Project as a progra~ of United 

States aid, identify the Project site, and mark goods financed under 

the Loan, as prescribed lli Implementation Letters. 

Si!:CTIOi~ 6.11. Notification to Potential Supnliers. In 

order that all United States firms shall have the opportunity to 

participate in furnishing GOods and services to be financed under 

the Loan, the Borrower shall furnish to A.I.D. such information with 

regard thereto, and at such time, as A.I.D. may request in Imple­

montation Letters. 
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ARTICIE VII 

Disbursements 

SECTION 7.01. Disbursement for United States Dollar Costs -

Letters of Commitment to United States Banks. Upon satisfaction of 

conditions precedent, the Borrower may, from time to time, request 

A.I.D. to issue Letters of Commitment for specified amounts to one 

or more United States banks, satisfactory to A.I.D., committing 

A.I.D. to reimburse such bank or banks for payments made by them 

to contractors or suppliers, through the use of Letters of Credit 

or otherwise, for dollar co.~ts of goods and services procured for 

the Project in accordance with the terms and conditions of this 

Agreement. P~ent by a bank to a contractor or supplier will be 

made by the bank upon presentation of such supporting documentation 

as A.I.D. may prescribe in Letters of Commitment and Implementation 

Letters. Banking charges incurred in connection with Letters of 

Commitment and Letters of Credit shall be for the account of the 

Borrower and may be financed under the Loan. 

SECTION 7.02. Disbursement for Local Currency Costs. 

Upon satisfaction of conditions precedent, the Borrower may, from 

time to time, requost A.l.D. to finance Local Currency Costs of 

goods and service a procured for the Project jn accordance with the 

terms and conditions of this Agreement by submitting to A.I.D. such 

supporting documentation as A.I.D. may prescribe in Implementation 
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~tters. A.I.D., at its option, may finance such Local. Currency 

Coats either by: 

(a) making such local currency available from 

currency of the country of the Borrower ovmed 

by the U.S. Government and obtained by A.leD. 

with United States cl;.llars; or 

(b) (i) requiring the Borro:...er to make available 

local currency in a manner satisfactory to 

A.LD. for the payment c.·f such Local Currency 

Costs and 

(ii) thereafter making available to Borrov.er, 

through the opening or amendment of Special 

Letters of Credit by AoI.D. in favor of 

Borro~r of its designee, an amount of United 

States dollars equivalent to the amount of 

local currency made available here\U1der, which 

dollars shall be utilized for procurement from 

the United States in accordance .,.lith require­

ments prescribed by A.I.D. 

The United Statds dollar equivalent of the local currency made 

available hereunder will be, in the c~se of local currency ~~e 

available as described in paragraph (a) above, the amount of 

United States dollars required by A.I.D. to obtain the currency 

of the country of the Borrovrer and, in the case of local 

currency rnooe available as described in paragraph (b) above, an 

amount calculated at the rate of exchange specified in the Special 

Letter of Credit Implementation Memorandum to be entered into 
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between Borrower and th~ United States of America as of the date 

of opening or amendment of the applicable Special Letter of Credit. 

SECTION 7.03. Other Forms of Disbursement. Disbursements 

of the wan may also be made through such other means as the Borrower 

and A.I.D. may agree to in writing. 

SECTION 7.04. Date of Disbursement. Disbursements by 

A.I.D. shall be deemed to occur, (a) in the case of disbursements 

pursuant to Section 7.01, on the date on v-.hich A.I.D. makes a dis­

bursement to a baru(ing institution pursuant to a Letter of Commitment, 

and (b) in the case of disbursements pursuant to Section 7.02, 

on the date on which A.I.D. disburses the local currency to the 

Borrower or its designee or on the date on which A.I.D. opens or 

amends the Special Letter of Credit referred to in Section 7.02, as 

the case may be. 

SECTION 7.05. Tenninal Date for Disbursement. Except as 

A.I.D. may otherwise agree in writing, no Letter of Commitment, 

or other commitment documents \~ich may be called for by another 

form of disbursement under Section 7.03, or arr£ndment thereto shall 

be issued in response to requests received by A.I.D. after December 1, 

1971, and no disbursement shall be made against documentation received 

by A.IoD., or any bank described in Section 7.01 after June 1, 1972. 

A.I.D., at its option, may at any time or times after June 1, 1972, 

rednce the wan by all or any part thereof for which documentation 

was not received by such date. 
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ARTICIE VIII 

Cancellation and Suspension 

SECTION B.Ol. Cancellation by the Borrower. The 

Borrower may, Woi-th the prior written consent of A.leD., by written 

notice to A.I.D., cancel any part of the Loan (i) Which, prior to 

the giving of such notice, A.IeD. has not disbursed or committed 

itself to disburse, or (ii) Which has not then been utilized through 

the issuance of irrevocable Letters of Credit or through bank pay-

ments made other than under irrevocable Letters of Credit. 

SECTION B.02. Events of Default: Acceleration. If any 

one or more of the' follovr.i.ng events (IIEvents of Default") shall occur: 

(a) The Borrower shall have failed to pay ~hen due 

any interest or installment of PrL~~ipal required 

under this Agreement; 

(b) The Borro'lrer shall have failed to comply \'lith any 

other provision of this Agreement, including, but 

without limitation, the obliGation to carry out 

the project 'lath due diligence and efficiency; 

(c) The BorrO'.'v'er shall have failed to pay when due any 

interest or any instalL~ent of Principal or any 

other payment required under any other loan aeree­

ment, any guaranty agreement, or any other 

agreew~nt bet~~en the Borrower or any of it~ 

agencies and A.I.D., or any of its predecessor 

agencies, 

then A.I.D. may, at its option, give to the Borrower notice that all 
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or any part of the unrepaid .Principal shall be due and payable 

sixty (60) days thereaf'tJr, and, unless the Event 01' Default is 

cured w.:I.thin such sixty (60) days: 

(i) such unrepaid Principal and any accrued interest 

hereunder shall be due and payable immediately; and 

(ii) the amount of any further disbursements made urrler 

then outstanding irrevocable Letters of Credit or 

otherwise shall become due and payable as soon as 

made. 

SECTION 8.03. Suspension of Disbursement. In the event 

that at any time: 

(a) An Event of Default hns occurred; 

(b) An event occurs that A.I.D. determines to be an 

extraordinary situ<ltion that mru<o::.; it irnprob:lblc 

eithor that tho purpoze of the Loan will be attained 

or th<lt the Borro,';\!r \·rill be able to perform its 

obligations under thi::.; Agrcerr,cnt; 

(c) Any disburGcrr:cnt by A .LD .... muld be in violation of 

the legislation governing A.I.D., or 

(d) The Borr01tlJr Ghall hnve failed to pay \ .... hen due n.rry 

interest or any inGta1L~cnt of Principal or any 

other pay;ncnt required under any other loan agree­

ment, any guaranty agr~emcnt, or any other agreement 

bct\'l'Ccn the Borrower or any of its agencio::.; r.nd the 

Govc~~nt of tho United States or any of its 

agencies; 

Then A.I.D. may, at its option: 
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(i) suspend or cancel outstanding aonunitment documents to 

the extent that they have not been utilized through 

the issuance of irrevocable Letters of Credit or 

through bank payments made other than under irrevocable 

Letters of Credit, in which event A.I.D. shall give 

notice to the Borrower promptly thereafterj 

(ii) decline to make disbursements other than under out­

standing connnitment documentsj 

(iii) decline to issue additional commitment documentsj 

(iv) at A.IJD.ls expense, direct that title to goods 

financed under the Loan shall be transferred to 

A.IoD. if the goods are from a nource outside the 

country of the Borrov~r, are in a deliverable state 

and have not been offloaded in ports of entry of 

the country of the Borrower. Any disbursement mode 

or to be made under the Loan with respect to such 

transferred goods shall be deducted fro@ Principal.' 

SECTION 8.04. C;mccllation by A .1.D. Following <my 

suspension of di5burscrr~nts pursuant to Section 8.03, if the caus~ 

or causes for such suspension of disbursements shall not have been 

eliminated or corrected within sixty (60) days from the date of 

such suspension, A.IoD. may, at its option, at;my tirr.c or times 

thereafter, c;mcel all or any part of the Loan that is not then 

either disbursed or subject to irrevocable Letters of Credit. 

$CTION 8.05. Continued Effectiveness of Ar;rcement. 

Notwithstanding any cancellation, suspension of disbursement, or 

acceleration of repayment,. the provisions of this Agreement shall 
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continue in full force and effect until the payment in full of 

all ~incipal and any accrued inte~est he~eunde~. 

SECTION 8.06 Refunds. 

(a) In the eaSEl of any disbursement not supported by 

valid documentation in accordance with the terms of this Agreement, 

or of any disbursement not made or used in accordance· with the terms 

of this Agreement, A.I.D., notwithstanding the availability or 

exercise of any of the other remedies provided for under this Agree­

ment, may require the Borrower to refund such amount in United States 

dollars to A.I.D. within thirty days after receipt of a request 

. therefor. Such amount shall be made available first for the cost 

of goods and services procured for the Project hereunder, to the 

extent justified; the remainder, if any, shall be applied to 

the installments of Principal in the inverse order of their maturity 

and the amount of the Loan shall be reduced by the amount of such 

remainder. Notwithstrurling any other provision in thio Agreement, 

A.I.D.'s right to require a refund with respect to any disburse­

ment under the Loan shall continue for five years following the 

date of such disbursement'. 

(b) In the event that A.I.D. receives a refund from any 

contractor, supplier, or banking inst,itution, or' from any other 

third party connected \'lith the Loan, with respect to goods or s(n'­

vices financed under the Loan, md such refund relatea to an 
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unreasonable price for goods or services, or to goods that did 

not conform to specifications, or to services that were inadequate, 

A.loD. shall first nuU{e such refund available for the cost of goods 

and services procured for the Project hereunder, to the extent 

justified, the remainder to be applied to the instaJ]ments of 

Principal in the inverse order of their maturity and the amount 

of the loan shall be reduced by the amount of such remainder. 

SECTION 8.070 Expenses of Collection. All reasonable 

costs incurred by A.loDo, other than salaries of its staff, in 

connection with the collection of any refund or in connection with 

amounts due AoIoDo by reason of the occurrence of any of the events 

specified in Section 8.02 may be charged to the Borro-wer rod re­

imbursed to A.LD. in such manner as AoloDo may specify. 

SECTION 8 0 08. Nommiver of Remedies 0 No delay in 

exercising or omission to exercise any right, power, or remedy 

accruin6 to AoI.D. under this Agreement shall be construed as a 

waiver of any of such rights, powers, or remedies. 

ARTICIE DC 

Miscellnneous 

SECTION 9.01. .9orrrnunicntions 0 Any notice, requost, 

document, or other communication given, made, or sent by the Borromr 

or A.I.D. pursuant to this Agreemont shall be in writing or by 
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telegram, cable, or radiogram and shall be deemen to have been 

d~ given, made, or sent to the party to Which it is addressed 

'Nhen it shall be delivered to such party by hand or by mail, 

telegrams, cable, or radiogram at the following addresses: 

TO BORROWi.:R: 

Mail Address: Secretary to the Treasury 

Hinistry of Finance 

P.O. Box 53 
Zomba, Malawi 

Cable Address: FINSEC 

TO A.I.D. (Thlae copies): 

Mail Address: Office of Capital Development and Finance 

Bureau for Africa 

Agency for International Development 

c/o A.I.D. Affairs Officer 

American Embassy 

Blontyre, I-1a.lawi 

Other addresses m~ be substituted for the above upon the giving ot 

notice. All notices, requests, communications, and documents 

subITlitted to A.IoD. hereunder shall be in English, except as A.I.D. 

may otherwise agree in writing. 

SECTION 9.02. Representatives. For all purpooas relative 

to this Aereement, th~ Borrower will be represented by the individual 

holding or acting in th~ office of Permanent Secretar,y to the 
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Treasury. Such Wividual ahaD. have the authority to designate 

additional representatives by written notice. In the event of any 

replacement or other designation of a representative hereunder, 

Borrower shall submit a statement of the representative's name and 

specimen signature in form and substance satisfactor,y to A.I.D. 

Until receipt by A.I.D. of written notice of revocation of the 

authority of any of the dt~ authorized representatives of the 

Borrower designated pursuant to this Section, it may accept the 

signature of any such representative or representatives on any 

instrument as conclusive evidence that any action effected by 

such instrument is duly authorized. 

SECTION 9.03. Implementation letters. A.I.D. shall from 

time to time issue Implementation letters tbat will prescribe the 

procedures applicable hereunder in connection with the ~pl~mentation 

of this Agreement. 

SZCTION 9.04. Promiss:.ry NoteD. At such time or times 

as A.IoD. may request, the Borrower shall is!juc promissory notes 

or such other evidences of indebtedness with rospect to tho Loan, 

in such form, contn.ining such tcrm3 cmd supported by such logal 

upinions as A.I.D. may reasonab1y request. 

SSCTION 9.05. Torminat:l.on Upon Full Payment. Upon 

payment in full of tho Principal and of any accrued interoot, this 

Agreoment and all obligations of tho Borrowor and A.I.D. under this 

Loan Agreemont ohall terminate. 
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IN WITNESS WHEREOF, Borrower and the United States of 

America, each acting through its respective duly authorized 

representative, have caused this Agreement to be signed in their 

names and delivered as of the day and year first above written. 

Title: Minister of Finance 

UNmD STATES OF AI£RICA 
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ANNEX A 

DESCRIPTION OF PROJECT 

The project consists of the provision of materials and 

services required for construction of approximate~ 126 miles of 

secondary highway and structures in the Lakeshore area of Malawi. 

The route consists of two sections. The longer section extends 

northwards from a junction with the Zomba-Lilong~;e highway near 

Balaka for a distance of about 90 miles, to the town of Sal:iJna. 

The section generally parallels an existing railroad connecting 

the two towns of Balaka and Salima. The shorter 36-mile section 

extends eastward from a ~Ulction with the north-south section near 

~ma Mission to a junction with the Monkey Bay - Fort Johnston 

highway on the shore of Lake Malawi. Design details include the 

construction of the hignway embankment, a six inch gravel surface 

and a single bituminous surface treatmento Eleven, two-lane 

bridges and several major culvert structures, as \'X3ll as minor 

drainage appurtenances are also included in the project. 

The technical services and goods financed under this 

project will include contracts with such U.S. firms as are required 

to monagc and supervise the construction by both Halawi public 

works personnel and supplementary U.S. construction oxpertise. Tho 

loan will aloo finance procurement of U.S. const' '!lction equipment, 

and spare parts and construction materials required for construction. 




