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UNITED SATES GOVERNMENT 

Memorandum 
FO : SEE 

fARU : AFR/DS/PDD, Sheldon W. Cole 

DATE: February  2 5 ,  1976 

?ROY : REDSO/WA, Laurnnce W .  Bond 4 
-Jeer: Memorandum f o r  t h e  Deputy A d m i n i s t r a t o r  

It is reques ted  t h a t  you review and submit  your comments and/or  
c l e a r a n c e  on t h e  a t t a c h e d  d r a f t  memorandum by c.0.b.  Thursday,  
February  26, 1976. The memorandum i s  due i n  t h e  Deputy A d m i n i s t r a t c r ' s  
o f f i c e  by c.0.b. F r iday ,  February  27, 1976. 

Attachment 

DISTRIBUTION 

AFR/DS: Mr. Lyman 
AFRICWR: M r .  Shear 
AFR/CWR: M r .  Coker 
AFRICWR: M r .  Ames 

W R / D P :  M r .  Govan 
GC/AFR: Mr. T i s a  

Buy U.S. Savingr Bonh Regularly on rbr Payroll Savingr Plan 



DRAFT 

THRU : ES 

FROM : AAIAFR, Stanley S. Sco t t  

SUBJECT: Mali Highway Loan 625-H-007 S t a t u s  Report 
--. - . . _ - . - - . . . . -  .... r ......-..,.. _ ..-. - . '  ' 

A t  t h e  time of t he  loan  p ipe l ine  review, the  Mali Highway Loan, 
I 

No. 625-H-007, was c l a s s i f i e d  a c l a s s  B loan. The Loan P ipe l ine  Review 

Committpe was concerned t h a t  no progress  had been made towards i t s  

implementation i n  t he  preceding year .  The Bureau the re fo re  agreed t o  

submit a p lan  f o r  implementing t h i s  loan by February 28, 1976. 

The Mali Highway Loan has  had a p a i n f u l  h i s t o r y  s i n c e  i t s  

au tho r i za t i on ,  February 27, 1973. The worldwide i n f l a t i o n a r y  impact 

of t h e  o i l  p r i c e  increases  has a f f e c t e d  t he  loan,  an e r r o r  i n  c o s t  

e s t ima t ing  by a consul tan t  caused an underestimation i n  t he  c o s t  of 

cons t ruc t ion  of t he  road proposed i n  t h e  loan,  and i t  has been under 
~crhT:n , 

Congressional 

S ince  t h e  review by the  P ipe l ine  Review Committee, A.I .D.  and the  

Government of Mali have agreed t h a t  we w i l l  no longer  a t tempt  t o  

.)a0 
cons t ruc t  t he  road, o r  any po r t i on  of i t .  The c o s t s  have become +we 

p r o h i b i t i v e ,  and, i n  l i g h t  of t h e  Congressional mandate a s  d i c t a t e d  by 

t h e  Foreign Assis tance Act of 1973, not  wi th in  t he  purview of  t he  Agency. 

However, we do f e e l  t h a t  t he re  is s u f f i c i e n t  j u s t i f i c a t i o n  f o r  purchase 

of highway maintenance equipment. This  equipment purchase w i l l  enhance t h e  

,> 1.j --, 4 ;  I', c a p a b i l i t i e s  of t he  Government's D i r ec to ra t e  of Publ ic  Works t o  main ta in  

t h e  count ry ' s  e x i s t i n g  road network, inc lud ing  feeder  roads i n  t h e  r u r a l  

and food ~ r o d u c i n n  areas. 



To t h i s  end, t h e  Bureau reques ted  t h e  Regional Economic Development 

S e r v i c e s  O f f i c e  i n  Abidjan (REDSOIWA) t o  a s s i g n  a Design O f f i c e r  t o  t h e  

p r o j e c t  t o  p r e p a r e  an amendment t o  t h e  l o a n  f o r  review and approva l .  T h i s  

h a s  been done and t h e  Design O f f i c e r  is  now i n  Washington w i t h  t h e  p r o j e c t  

paper  amendment. We plan t o  schedu le  a review of t h e  p r o j e c t  d u r i n g  

t h e  week 0.C March 1 and forward t h e  paper wi th  recommendations t o  you f o r  

approva l  o f  t h e  amendment t h e  fo l lowing  week. 

u Assuming t h e r e  a r e  no unforseen d i f f i c u l t i e s  i n  t h e  p r o j e c t  review 

process  which could  cause  a s l i p p a g e ,  nor  problems i n  amendment 

n e g o t i a t i o n s ,  t h e  fo l lowing  schedu le  w i l l  be adherred t o :  

Loan Amendment Paper i n  Washington .. Feb. 1 5 ,  1976 

Amendment Authorized ---- .--.-...--. ...--..-..-.----.-.-- - March 15 ,  1976 

Loan Agreement n e g o t i a t e d  and s igned  ..... ... . .-.-..--.......--- -May 1, 1976 

Equipment l i s t  f i n a l i z e d  by ca tegory  a n d M a y  1, 1976 
e s t i m a t e d  c o s t  

I n i t i a l  Condi t ions  Precedent  met June  15 ,  1976 

sprro v e d  
IFB prepared and a d v e r t i z e d  J u n e  30, 1976 

GOM r e q u e s t s  f o r  f i n a n c i n g  June 30, 1976 

L/cOMMS i s s u e d  J u l y  1, 1976 

Spare  p a r t s  and P r o p r i e t ~ r y  Procurement o rdered  ~ u l y  1, 1976 

L e t t e r s  o f  C r e d i t  e s t a b l i s h e d  - -  August 1, 1976 

Bids r e c e i v e d  September 1976 

F i r s t  o p e r a t o r s  and mechanics group i n  training- September 1976 

Bids  e v a l u a t e d  and c o n t r a c t s  awarded- October  15, 1976 



F i n a l  Conditions Precedent October 15,  1976 

COH Requests f o r  Financing October 15, 1976 

Spare P a r t s  begin a r r i v i n g  November 1976 

L/COMM issued November 1, 1976 

L e t t e r s  of  Cred i t  e s t ab l i shed  November 15 ,  1976 

F i r s t  %ajar equipment a r r i v e s  -----.---March 1977 

F i r s t  Road Maintenance Consultant -----March 1977 

Second ope ra to r s  and mechanics group i n  t r a i n i n g - M a r c h  1977 

Third ope ra to r s  and mechanics group i n  t r a i n i n g  September 1977 

Remainder major equipment a r r i v e s  October 1977 

Second Road Mainteance Consultant March 1978 

F i n a l  disbursements (L/C 's f o r  spa re  p a r t s )  June 15, 1976 

Clearances PLyman - 

DS hear 
ICoker 

- ~ -  

JGovan 
STisa 



HL l l N t i  
ACTION MEMORANDUM FOR THE/ADEIINISTRATOR ? D - M o  6sa 

TLIRU : ES 
~ ~ t i ~ h l b !  

FROM : AAIPPC, k i ; \ ; i ~ q i  - - b l  

SUBJECT: Amendment t o  t h e  A u t h o r i z a t i o n  f o r  Mali  Highway Loan 625-H-007 

Problem: The Government of  Elali ("GOM") h a s  agreed t o  amend t h e  Mali 
Highway Development Loan, the  agreement f o r  which was executed i n  1973, 
by reduc ing  t h e  loan  amount from $9,000,000 t o  $3,250,000. You a r e  
be ing  requcs ted  t o  a u t h o r i z e  t h i s  amendment i n  view of t h e  i n t e r e s t  whicl 
h a s  bccn shown a t  a l l  l e v e l s ,  i n c l u d i n g  w i t h i n  t h e  Congress, over  t h e  
h i s t o r y  of t h i s  p r o j e c t  dur ing  t h e  v a r i o u s  a t t e m p t s  t o  . r e s t r u c t u r e  
i t s  components and commence disbursements .  

Discuss ion :  The Ehli Highway Loan was o r i g i n a l l y  au thor ized  February 27, 
and t h e  loan  agreement s igned June  7 ,  1973. Thc loan  provided f o r  t h e  
r c h o b i l i t o t i o n  of  a  155 k i lomete r  t r u n k  road running s o u t h  from t h e  c a p i t  
of Uamako t o  t h e  town of Dougouni. Included i n  t h e  l o a n  was a  p r o v i s i o n  
f o r  maintenance equipment f o r  t h e  Government of Ela l i ' s  highway maintenanc 
dcpar tmcnt .  Th i s  loan  was t o  be p a r t  o f  a  l a r g e r  highway development 
c f f o r t  i n  whlch tlic I n t e r n a t i o n a l  Development Assoc ia t ion  (IDA) was 
p r o v i d i n g  f in , inclng f o r  a  road from Bamako t o  Segou, r e l a t e d  t e c h n i c a l  
n o s f s t a n c e ,  cquipmcnt f o r  t h e  road maintenance depar tment ' s  workshops, 
irnd c~ ig i r i cc r iug  s e r v i c e s  f o r  t h e  two roads  being cons t ruc ted .  (See 
S c c t l o n  1 I . A .  pps. 3-7 f o r  d e t a i l e d  background).  

You nrcs i~lrc!;ttly f i lmi l ier  wi th  tlic v a r i o u s  e f f o r t s  made t o  r e s t r u c t u r e  t h i  
10.111 tilnt:c* tl~cl dramat ic  worldwide i n c r e a s e s  i n  t h e  c o s t s  of c o n s t r u c t i o n .  
I l l c ~ c  co:.t 111t.~cil : i~t;  Iinvc made accomplishing t h e  o r i g i n a l  purpose of  t h e  
i 1 1 t i l l  I n  h'ovcmbcr 1975, t h e  GOM and A I D  agreed t h a t  t h e  
ctrtlor rttc t  t uri c.lc.mcnt ol t h i s  pro j c c t  should be abandoned and t h a t  t h e  
~ ) r o  j v c t  !,t~ouItl Ijc 1-cutructurcd t o  f i n a n c e  s o l e l y  t h e  procurement o f  
t ~ l ~ : l ~ u . i  y L ? ~ I ~ I ) L  ~ * I ) , I I I C ( +  cqul pmcnt and s p a r c  p a r t s ,  which was included i n  t h e  
1,; 1&: 111.1 1 cotlc.#.l~t loti of tlie p r o j e c t ,  and t h c  procurement of a  l i m i t e d  
n ~ o u t l l  0 1  I I ' I  \1111t-.i1 ,i!ir;l:;tal~cc i n  t h e  form of t r a i n i n g  f o r  cquipmcnt 
ctpr:  or ti . a r ~ ( 1  ~.~cac-ll.~li ic:; ,  pltrt; ttic o c r v i c c s  of  a  Iiighway maintenance 
c ~ ~ t ~ b t ~ l  t . a~i t .  (:;I*I* S t * c t l o ~ i  I I . U  pps. 7-8) . 
1 I : I : A t r  y t ~ t t  ~ I I C J W ,  1 t  I I ~ I : ;  t ;cncrnlly Lccn very  d i f f i c u l t  t o  
trtlt . l i t 1  i , t i ~ - t ~ t ~ . r t  t a  . t ~  tchr t,.ilc:, : ; t ~ r v i c l n g  ant1 s p a r e  p a r t s  f o r  U.S. made 
V ~ t t i r  lr:.  .jt111 I - I / I I ~ ~  ~: .vt i t  111 A f  r i c n .  Ttlc C a t e r p i l l a r  Trac to r  Co. and 
h l  I I r ~ l ~ r l  -. , Irovc.vt.r, t~.rvc* ; iut l lorlzcd dcn lc rn  i n  Bamako. The GOM 
lrsa a I  I c ~ t l y  r.t .rrt c ~ l  t o  t a t  ,r~itlard i:r? t l i c l r  I~ighwny maintcna~lcc  equipment 
aruv1ic1 I t i a ~ e  L V ~ J  b u r  i c 6 t ~ i  m11:1\1f i ~ ~ t u r c r u .  

http:qts1l.nt


The l o a n  amendment w i l l  r e q u i r e  t h a t  a l l  equipment  and n o t  l e s s  t h a n  
$300,000 o f  s p a r e  p a r t s  be  o f  U.S. s o u r c e  and o r i g i n ,  However, s i n c e  
C a t e r p i l l a r  and Al l i s -Cha lmer s  have  d e a l e r s  e s t a b l i s h e d  from which t h e  
GOM h a s  a l r e a d y  begun t o  s t a n d a r d i z e  equipment  around t h e s e  U.S. 
m a n u f a c t u r e r s ,  you a r e  r e q u e s t e d  t o  a u t h o r i z e  p r o p r i e t a r y  procurement  
f r m  t h c s c  two U.S. m a n u f a c t u r e r s .  The s u c c e s s  of  t h e  p r o j e c t ,  t o  a 
l a r g e  e x t e n t ,  w i l l  be de te rmined  by t h e  e f f i c i e n c y  and t h e  d e g r e e  o f  
s t a n d a r d i z a t i o n  t h a t  c a n  be b u i l t  i n t o  t h e  G O M ' s  p r e s e n t  road  ma in t enance  
o p e r a t i o n s .  (See S e c t i o n  I I . B . l  pp 9-10.)  

You are a l s o  b e i n g  r e q u e s t e d  t o  i n c r e a s e  t h e  p e r  t r a n s a c t i o n  l i m i t  o n  
t h c  procurement  o f  s l ~ e l f  i t e m s  impor t ed  from Code 935 c o u n t r i e s ,  as 
d e s c r i b e d  i n  Attachment  3H o f  Handbook 11, from $2,500 t o  $25,000.  
C a t e r p i l l a r  and Al l i s -Cha lmer s  have manufac tu r ing  f a c i l i t i e s  i n  Europe,  
and as a r e s u l t  of t r a d e  p r e f e r e n c e s  and o t h e r  b u s i n e s s  f a c t o r s ,  t h e s e  
American f i r m s  o f t e n  s u p p l y  A f r i c a n  d e a l e r s  from European s u b s i d i a r i e s .  
Except  f o r  t h e  p r o p r i e t a r y  procurement  o f  t h e  $300,000 of  s p a r e  p a r t s  
d e s c r i b e d  i n  t h e  p reced ing  p a r a g r a p h ,  i t  i s  b e l i e v e d  t h a t  t h e  r ema in ing  
$800,000 w o r t h  of  heavy equipment  s p a r e  p a r t s  c a n  be and s h o u l d  be  
p r o c u r e d  on a n  a s  needed b a s i s  o f f  t h e  s h e l v e s  of  t h e  l o c a l  d e a l e r s .  

T h i s  p r o c e d u r e  w i l l  e l i m i n a t e  t h e  need f o r  an  a r b i t r a r y  s p a r e  p a r t s  
l i s t  i n  a n t i c i p a t i o n  of  need. R e a l  needs  f o r  s p a r e  p a r t s  a r e  o f t e n  
d i f f e r e n t  from needs  a n t i c i p a t e d  d u r i n g  t h e  p l a n n i n g  s t a g e .  Procurement  
on  an a s  needed b a s i s  w i l l  be more r e s p o n s i v e  and e f f e c t i v e  i n  r e d u c i n g  
t h e  d e a d l i n e d  r a t e  on equipment  t h a n  o f t e n  i n a d e q u a t e  s t o c k p i l e d  s p a r e  
p a r t s  on t h e  b a s i s  of a n t i c i p a t e d  needs .  T h i s  p rocedure  w i l l  a l s o  
r e d u c e  t h c  problems of  warehous ing  and i n v e n t o r y  c o n t r o l  t h a t  accompany 
s t o c k p i l i n g  of  s p a r e  p a r t s .  However, a s  s p a r e  p a r t s  f o r  heavy equipment  
a r e  o f t e n  q u i t e  expens ive ,  i t  i s  t h e r e f o r e  n e c e s s a r y  t o  i n c r e a s e  t h e  p e r  
t r a n s a c t i o n  l i m i t a t i o n  on t h e  procurement  of  s h e l f  i t e m s  impor t ed  f r c ~ , ;  
Code 935 c o u n t r i e s  from $2,500 t o  $25,000.  (See  S e c t i o n  I I .B .3  pp 11 - i2 . )  

s i n c e  t h i s  i s  a n  amendment r e d u c i n g  t h e  amount of  t h e  l o a n  agreement  
e x e c u t e d  i n  1973,  b e f o r e  t h e  r e q u i r e m e n t  of  a  25 p e r c e n t  h o s t  c o u n t r y  
c o n t r i b u t i o n  was i n t r o d u c e d  i n  t h e  F o r e i g n  A s s i s t a n c e  Ac t ,  t h a t  r e q u i r e -  
ment i s  n o t  a p p l i c a b l e .  A l so ,  s i n c e  t h i s  amendment does  n o t  i n v o l v e  
an  o b l i g a t i o n  o f  FY 1976 funds ,  t h e  r e q u i r e m e n t  of S e c t i o n  113  of  t h e  
A p p r o p r i a t i o n s  Act i s  n o t  a p p l i c a b l e .  Moreover, s i n c e  t h e  f u n d s  o b l i -  
g a t e d  f o r  t h i s  p r o j e c t  i n  1973 were a u t h o r i z e d  and a p p r o p r i a t e d  t o  
remain  a v a i l a b l e  u n t i l  expended,  t h e  d e o b l i g a t i o n / r e c l ~ i . g a t i o n  a u t h o r i t y  
o f  t h e  A p p r o p r i a t i o n  Act i s  n o t  b e i n g  used  w i t h  r e s p e c t  t a  t h i s  p r o j e c t ,  
T h e r e f o r e ,  i t  i s  n o t  r e q u i r e d  by law t o  n o t i f y  Congress  i n  advance  o f  
t h e  e x e c u t i o n  o f  t h e  amendment t o  t h e  Loan Agreement. 



Recommendation: That you approve t h e  a t tached  au thor iza t ion  
amendment which includes t h e  waiver f o r  competit ive bidding 
and t h e  r a i s i n g  of t h e  l imi ta t ion '  per  t r a n s a c t i o n  of she l f  item 
purchases. It i s  an t i c ipa t ed  t h a t  f i n a l  disbursements w i l l  be 
completed by March 31, 1979. The DLSC approved t h i s  h e ~ d m e n t  
by p o l l  vo te  completed March 25. 

Attachment : Loan Authorization 
Amendment Pro jec t  Paper 

Clearance : AA~AFR: s s s c o t t  # 
q 9 71,  

GC : cGl~dso~~~?% 
Date 



OFFICE OF 
THC ADMINISTRATOR 

DEPARTMENT OF STATE 
AGENCY FOR INTERNATIONAL DEVELOPMENT 

WASHINGTON. 0. 13. 20523 

A . I . D .  Inan No. : 625-H-007A 

Provi&d f m :  Developnent Loan Funds 
Mali: Highway Developat :  Road Maintenance Equipnwt 

Pursuant t o  the  authority vested in the Adnhistrator  of the 
Agency for  International Developmnt by the  Foreign Assistance 
A c t  of 1961, as amended, (the "Act")  , and delegations of authority 
issued thereunder, I hereby authorize an mht to the above- 
captioned loan t o  the G o v e m n t  of P h l i  (tk "Borrwer" ) , which 
was  established under Part  I, Chapter 2, T i t l e  I, the Developmt 
Imn Fund, reducing the m u n t  of sc-id loan £ran Nine Million Dollars 
($9,000,000) to Three Million Wo I-Iundred and Fif ty  llhousand Dollars 
($3,250,000). The amended loan sha l l  be used t o  a s s i s t  i n  financing 
the foreign exchange and local currency costs  involved in p r o c u r m t  
of road naintenance equipent ,  and spare parts,  and technical assistance 
fo r  the t ra ining of equiprent operators and mechanics and for  m s u l t i n g  
services t o  mad maintenance crews. 

The loan amthrent  is subject t o  the following t e r n  and conditions: 

Interest  Rate and T e r n  of R e p a ~ t .  The Borraver s h a l l  
repay the loan to A.I.D. i n  United States Ij3llars within 
for ty  (40) years f m  the date of f i r s t  d i s b u r s m t  of 
the loan, including a grace period of not to exceed ten 
(10) years. ?he E o r r w r  sha l l  pay t o  A.I.D. in united 
States  Dollars interest f m  the date of f i r s t  disburse- 
mt of the loan a t  the r a t e  of (a) Ism p e r a t  (2%) per 
annun during the grace period, and (b) three percent (3%) 
per annurn thereafter,  an the outstanding disbursed balance 
of the loan and any unpaid in te res t  accrued thdeon. . 

2. Source and O r i c r i n  

(a) ESraept as hereinafter provided, goods and servioes 
financed under the loan s h a l l  have t h e i r  source 
and origin in  countries i n c l d e d  in Code 941 of 
the A . I . D .  Geographic Code W k .  

(b) Consulting services, the road mahtenance equiprent, 
and not less than $300,000 of spare parts procured 
under the  loan sha l l  have their source and origin 
in the United States. 



(c) Spare parts, atd  re la ted  services,  in an m u n t  
not  in excess of $800,000 having their source and 
o r i g i n  in Mali m y  be p m e d  under t h e  loan. 

(d) Based u p n  the j u s t i f i c a t i o n  set f o r t h  i n  the Projec t  
Paper and Action bhmrandum to the Administrator, the 
invoice l imi ta t ion  on single transactions involving 
she l f  i t e n s  imported f r o m  m u n t r i e s  included in 
W e  935 of the A.I.D. Geographic Code Book, a s  prescribed 
in paragraph llB.3 of Chapter 11 o f  Handbook 15, is 
hereby increased from $2,500 to $25,000. 

(e) Based upon the j u s t i f i c a t i o n  in t h e  Project Paper, I 
hereby determine that i n  order to assure interchange- 
a b i l i t y  and standardization, equipnent and spare par t s  
may be procured under this loan, without competitive 
bidding, from Cate rp i l l a r  Tractor Company and All is-  
ChdLmcrs . 

The loan m d m e n t  s h a l l  be subject  to such other  terms 
and mndi t ions  as A.I.D. m y  deem advisable. 

C / ~ I  J76 
Date 



Memorandum 

- s S /  *( 
MR#CVO, HgrdR Golden 

DATE: 11 7/75 

#Q!JFW: 1511 1 Hiwry Ckvalopwnt Lorn 625-Ha007 

i n  early  Ooeanbsr. tho Congra~r war fomal ly  ootif l e d  of the 
$ 9 ~ 7  aSllPon that we proposed eo add t o  the original $9.0 
all l40n HrP 1 Hlghuay Dawlopnsnt b a n r  Wa received object iona 
ca the laan inerramrr from Senator fnouye and Congressman passman. 
YaJrus rrapndad t o  the objsccionm through Mae~ra. Murphy and 
Calksx with Z o t t r f  r o f  further Just  i f  i c r t i o n s  for the loan in- 
creaw (.#as r t t a c h n t ~ ) r  Our Enfomrrtion i e  that: Congressman 
Plraarn md, poaribly, Senator tnouys may winh t o  hold hearings 
e ~ l  the larrn. 

h Slladry. bctmbsr 23, IVRlCWR and Don B r m ,  PMlAFR met w i t h  
wpm unta t iwa  of A. Pisragall i, Inc. and brief ad them on the 
s t  sfus af the loan with rsrpaet  to their low bid*  P i zzaga l l 1  
an44ratsd canrlnuing l n t a t s r e  i n  the projectl and agreed t o  extend 
cke b i d  vr l ld l ty  d r t o  l o t  r i x t y  dryr through mid-March. Ha also  
i m d t ~ 4 r a d  fbnc the f lm Lr i n  eSomo contact with Seneeora Aiken 
smd Btaf  ford af Vnrnanr on ths  stntum of tha loan* 

MWW II cont i 7 u l n ~  to mwnd t h s  Capital Aauirtance Paper on 
 he taml mfid LC cha loan abjoctionr r r s  uithdraun by the Congress, 

*all tw l r~ady t o  UIUW Soward with the Agency approval procesar 



DEPARThlENT OF STATE 
AGENCY FOR IN'TEHIJATIONAL PEVELOPhIENT 

WASHINGTON. D.C. 20523 

Honor tb lc  O t t o  E, Yassmotl 
Chairman 
Subcorrrnittec on Fore ign  O p e r a t i o n s  
C o l m i t t e c  on Appropr ia t ions  
)louse of R e p r e s e n t a t i v e s  
Washington, D. C. 20525 

Dear Mr. Chairman: 

T h i s  i s  i n  response  t o  your  l e t t e r  of Novcrnber 27, 1974, i n  which 
you e x p r c s s c d  a  p r o t e s t  t o  t h e  a u t h o r i z a t i o n  of an a d d i t i o n a l  
$9,700,000 f o r  t h e  Mal i  Highway Devclopmcnt Loan. Thc purpose  of 
t h i s  l c t t c r  i s  t o  p rov ide  a d d i t i o n a l  in fo rmat ion  on t h a t  l o a n  
amendment. 

The M a l i  Hightray Uevelopmcnt p ro  j e c t ,  which was o r i g i n a l l y  a u t h o r i z e d  
i ' ~  1973 a s  a  conven t iona l  A I D  i n f r a s t ~ u c t u r e  loan ,  h a s  nohi assunzd 
even g r e a t e r  importance,  because  of t h e  impact of t h e  drought: o v e r  
t h e  l a s t  f o u r  y e a r s ,  on t h e  'economy of Mali  and i t s  p r o d u c t i o n  of 
f o o d s t u f f s .  The e x i s t i n g  high1,ray h a s  become t h e  l i f c l i n c  between 
t h e  p o r t  of Abidjan i n  tlic I v o r y  Coast  ant1 I - l a l i  i t s e l f  which i s  
l o c a t e d  600 m i l e s  from t h c  sea .  The on ly  o t h e r  a c c c s s  t o  t h e  s c a  
i s  v i a  n low-capaci ty  r a i l r o a d  from t h e  p o r t  of Dakar i n  Senegal .  
Thc Kal i a n  government, t h e r e f  o r e ,  vicws t h e  b u i l d i n g  of an  a l l - w e a t h e r  
r o u t e  from Bamako t o  Abidjan a s  of t l ie  utmost  importance i n  n i t i in ta in iug 
a c c c s s  t o  emergency s u p p l i e s  f o r  i t s  p o p u l a t i o n  and i n  i n c r e a s i n g  t h e  
c a p a c i t y  of t h i s  routc! f o r  norrnal conilnercc. l3ctveen I\'o\lc~~l;cr 1973 c!,:! 
h'ovembc~- 1 9 7 4 ,  o v e r  64,000 t o n s  of U. S. - f inanced  g r a i n  were moved f  1-01:; 

h b i d j a n  t o  Plali over  t h i s  and a l t e r n a t e  r o u t e s  a t  g r e a t  c o s t  because 
of t h c  d i f f i c u l t  road c o n d i t i o n s  encountered.  Twice t h i s  amount i n  
o t h e r  dol?o~: a s s i s t a n c e  and comr~~erc in l  food imports  was lnoved a l o n g  
t h i s  road  d u r i n g  t h c  s m c  pcr iod.  T h i s  r o u t c ,  t h e r e f o r e ,  must be 1:ept 
open and augmented a s  soon a s  p o s s i b l c  and i s  a l s o  v i t a l  t o  t h e  longer -  
terrn development of t h e  country .  

Completion of t h i s  r o u t e  w i l l  a l s o  have a  d i r e c t  impact upon e f f e c t i v e  
u t i l i z a t i o n  of the S p c c i a l  Sahc l  Errrcrgency a p p r o p r i a t i o n .  A. 1.D. h a s  



agreed t o  a s s i s t  Mali  w i t h  s e v e r a l  ve ry  important  l i v e s t o c k  programs 
which w i l l  d i r e c t l y  a s s i s t  some 500,000 no~nndic h,crdsmen and t h e i r  
f a m i l i e s ,  and w i l l  f o s t e r  t h e  e x p o r t  oE Malian beef t o  t h e  r i c h e r ,  

' c o a s t a l  c o u n t r i e s .  Thc Bamalco-Bougouni road i s  expected t o  c a r r y  
up t o  9 0  pe rcen t  of t h e s e  Malian beef e x p o r t s  which account  f o r  40 
p e r c e n t  of t h e  c o u n t r y ' s  f o r c i g n  exchangc ea rn ings .  Thc road con- 
s t r u c t i o n  prograin i s ,  t h c r c f o r c ,  d i r c c r l  y r c l n c c d  t o  and i n  suppor t  
of  U.S. h u n a n i t a r i a n  assistance which i s  aimed a t  mcccing emergency 
and longcr - t e rm dcvclopmcnt needs. While no p r i c e  r . : ~  bc pl.accd on 
t h i s  a s p c c t  oE t h e  p r o j c c t ,  t h e  f a c t  t h a t  tlic Goverru~;cnt oE b l a l i ,  one 
of  t h e  p o o r c s t  i n  A f r i c a ,  i s  p repared  t o  i n c u r  a  f u r t h e r  deb t  of $9.7 
m i l l i o n  i s  an i n d i c a t i o n  of t l ~ c  irnportancc i t  p l a c e s  upon t h e  s u c c e s s f u l  
comple t ion  of t h i s  p r o j c c t .  A.I .D. s h a r e s  wi th  t h e  Government of Mal i  
t h e  view t h a t  d e s p i t e  t h e  ve ry  c o n s i d e r a b l e  c o s t  i n c r e a s e s  invo lved ,  
t h e  p r o j e c t  purposes  remain v a l i d ;  t h e  b e n e f i t s  have i n c r e a s e d  com- 
mensura te  w i t h  t h e  c o s t s .  

The N a l i  1:ighway Dcvc lo~mcnt  p r o j c c t  i s  a  mul t i -donor  c E f o r t  t o  a s s i s t  
t h e  Government of Mali t o  improve a  major  e lement  of i t s  b a s i c  road 
t r a n s p o r t  i n f r a s t r u c t u r e  and improve t h e  Government's c a p a b i l i t y  t o  
e f f c c t i v c l y  m a i n t a i n  and u t i l i z e  t h i s  road systcm. The p r o j e c t  c o n s i s t s  
nf t h e  II'IRT! Secnnr: !lig!l!.r:?y P r c  jecL, i i n z r i c i n g  t h c  coiitiiluatiorr cjf an 
ongoing I D A  highway maintenance and f e e d e r  road inprovcmsnt progrzin, 
i i ic iudinl ;  c e c i ~ n i c a l  a s s l s t n n c c ;  reconstruction of t h e  223 km. F a l a d i e -  
Segou t r u n k  road runn ing  n o r t h c a s t  from Camako; d e t a i l e d  e n g i n e e r i n g  
r e q u i r e d  fnr improveaent and /o r  r e c c ? n s t r u c t i c n  of t h e  120 In;.  r o d  from 
Bamako t o  Ki lokan i ;  and e n g i n e e r i n g  supervision d u r i n g  r e c o n s t r u c t i o n  
of the-'Faladie-Segou-~arnako-Bougouni road. Thc A.I.D. p o r t i o n  of [-.he 
p r o j e c t  c o n s i s t s  of t h e  r e c o n s c r u c t i o n  of t l ie  155 Ian. trunlc road r u n n i n g  
s o u t h e a s t  f rom t h e  c a p i t a l  of Bamako t o  t h e  town of Bougouni, and t h e  
supp ly  of U. S. road maintcnance equipment. 

The r o a d s  t o  be r e c o n s t r u c t e d  under  t h i s  p r o j e c t  r e p r e s e n t  M a l i ' s  two 
major  l a n d  t r a n s p o r t  r o u t c s .  The r o a d s  r a d i a t e  from Bamako t o  t h e  
r e g i o n a l  c e n t e r s  of Bougouni and Scgou, w i t h  t h e  f i r s t  7  h. from 
Bamalco t o  P a l a d i e  be ing  common t o  both  roads .  The Fa1adj.c-Bousoul~i 
s e c t i o n  s e r v e s  t h e  c u l t i v a t e d  r e g i o n  t o  t h e  sou th  and forms p a r t  of 
t !~e  i m p o r t a n t  i n t c r n a t i o n a l  l in lc  w i t h  t h e  I v o r y  Coast ,  k ia i i '  s o n l y  
major  r o a d  o u t l e t  t o  t h e  sea.  The A f r i c a n  Devclopmcnt Banlc and t h e  
World Banlc a r c  c u r r e n t l y  f i n a n c i n g  t h e  upgrading of t h e  r o a d  l in lcs  i n  
t h e  I v o r y  Coast  which w i l l  c'omplcte M a l i ' s  a l l - w e a t h e r  a c c e s s  t o  t h e  
sea.  Thc Faladie-Segou s e c t i o n  l i n l t s  t h e  c a p i t a l  w i t h  t h e  c o t t o n -  
p roduc ing  a r c a s  around Segou and compr i scs  p a r t  of t h e  o n l y  a l l - w e a t h e r .  
l i n k  w i t h  Mopti, t h e  gateway t o  t h e  Niger  R iver  Basin and t h e  S i x t h  
Region -- t h e  a r e a  most s e v e r e l y  a f f l i c t e d  by t h e  drought.  



I havc a t t a c h e d  an annex t o  t h i s  l e t t e r  which p r o v i d e s  a d d i t i o n a l  
i n f o r m a t i o n  concerning A . I . D . ' s  review of t h e  c o n t r a c t  t e n d e r s  and 
a d i s c u s s i o n  of t h c  r e l a t i o n s h i p  of t h e  i n c r e a s e d  c o s t s  of t h c  p r o j e c t  
t o  t h c  r a t c  of economic r e t u r n  f o r  Mali. I n  reviewing t h i s  annex, 
I am s a t i s f i e d  t h a t  U.S. Govcrnrncnt g u i d e l i n e s  f o r  AID-financed 
c o n t r a c t s  Ilnvi! becn carcEul l>* and p r u d c l ~ t l p  Collovcd and t h c t  t h e  
i n t c r n a l  r a t c  oE rc t t l rn  of approz:i;natcly 15 pc rccn t  p r o v i d e s  s u f f i c i c n t  
economic j u s t i f i c a t i o n  f o r  tllc Uni ted  S t a t e s  t o  proceed w i t h  t h e  p r o j e c t .  

I a p p r e c i a t e  t h e  p o i n t  i n  your  l e t t e r  t h a t  i n  t h e s e  t i m e s  of r e c e s s i o n  
t h c  Prcsj .dcnt  i s  proposing d e f e r r a l  of a  nulnber of important  p r o j e c t s  
because  of i n c r e a s i n g  c o s t s .  I do n o t  recommend such a c t i o n  i n  t h i s  
c a s e  because  complet ion of  t h e  ; .%ad i s  e s s e n t i a l  t o  m a i n t a i n i n g  t h e  
pace  of Mal ian  dcvclopment and because  t h i s  road i s  a  c r i t i c a l  l i n k  
i n  any emergency recovery  e f f o r t  which may a g a i n  become necessa ry .  
Indeed,  go ing  ahead wi th  t h i n  road  w i t h  a l r e a d y  a p p r o p r i a t e d  f u n d s  
w i l l  a l s o  h e l p  t h e  badly  h i t  U.S. c o n s t r u c t i o n  i n d u s t r y ,  s i n c e  a  U.S. 
c o n s t r u c t i o n  f i r m  w i l l  be r e c e i v i n g  t h i s  major  c o n t r a c t .  However, a s  - 
i n d i c a t e d  i n  your  l e t t e r ,  we have h e l d  up commitments on t h i s  p r o j e c t  
u n t i l  you havc r e c e i v e d  t h e  i n f o r m a t i o n  i n  t h i s  l e t t e r  j u s t i f y i n g  t h e  
incrcclsc.  

.. . 
A A I U ~  L l l i t L  Li1l.a i i ~ i u i i l ~ ~ t i ~ i i  i d i l l  G S S ~ J X C  YG" t l i & L  t h i s  l ~ a z  ~f 
s u f f i c i e n t l y  h i g h  p r j . o r i t y  t o  j u s t i E y  the. r e q u e s t e d  i l l c rease ,  and t h a t  
I can coun t  on your suppor t  i n  p roceed ing  w i t h  it. I f  a f t e r  r ev iewing  
t h e s e  d o c u m n t s ,  you o r  your  s t a f f  have any a d d i t i o n a l  q u e s t i o n s ,  p l e a s e  
c o n t a c t  me. I w i l l  be happy t o  meet w i t h  you. 

S i n c e r e l y  yours ,  

Deputy Admin i s t ra to r  

Enc losure  



. ,.. ..C 

AID'S Regional  Economic Developmci~t S e r v i c c s  Of f i ce  i n  Abidjsn, 
together with t h c  c o n s u Z t i a ~  cnl; inc.crir~g f i m . o E  1,ouis 'Ilergcr, hils 
rcvicwed the low b i d  f o r  the A I D - f  inanccd 1 1 ~ n a k o - ~ o l i ~ o u n i  road and 
f i n d s  i t  t o  be a r c a s o ~ a b l c  b i d  i f  the fo l lowing  p o i n t s  a r e  taken 
i n t o  account: 

1. Only two hncr icnn f irns and no bona f i d c  local. f i rrn b id  on 
t h c  p r o j e c t ;  

2. t h e  con t inu ing  world-wide i r i f l .a t ionary  s i t u a t i o n ;  and 

3. h i g h  c o s t  o f  A I D  Code 9/11 s o u r c e / o r i g i n  r e i n f o r c i n g  s t e e l  
and c o n c r c t c  p l u s  d e l i v e r y  time of n i n e  t o  tr.~cil.ve,months f o r  U.S. 
s t e e l .  

Thrce  p r i n c i p a l  i tems t o  be f inanced  i n  t h e  cons t ruc t ion  c o n t r a c t  a r c  
ccmcnt, a s p h a l t ,  and labor :  between Apri l-June 1974 the  c o s t  of cc :n~nt  
i n  Bamako i n c r c a s e d  80 perccnt;  a s p h a l t  i l lcreased 7 2 . ' ~  percent ;  2nd l a b o r  
c o s t  increased 19.7 pixcent .  Currently t h e r c  i s  no cement f o r  s a l c  i n  . 
Bamako a t  any p r i c e  and we have no informat ion  a s  t o  when i t  wj.11 bk 
~iv2il3Ll1: R;;;:~T:. L s i ) ~ r  c o s t s  incrcaaec! ~ g a i ~ i  i n  Augusi: a s  a rcs~l:; c ~ f .  
a srovermnent vraee ciecrec. 

The rne'ihod used by Ucrger t o  csarninc. u n i t  p r i c e s  ~ 3 s  . to compare t h o s c  
L i d s  by t h e  luw L.idder (A. Pizza,o,aIl i  Inc. 05 Vcmtont) v~it:h t h e  u n i t  
p r i c c s  lid on tile DA-financed Fr~iaciie-Segou rc~rrci c o n s t r u c t i o n  p~oje i : tw 
The, apparent  low b i d  i s  mis leading because o t  t h c  Fal.adic-Segou 
construc2ic1n vras b i d  on by n Europceil Ei1.x 1:2ther t h ~ ? n  cn f r~cr j .ca i l  
one; tJze Faladie-Segott c o n t r a c t  i s  ra ther . .open ended i n  per nit ti.^^ 

' c o s t  c sca lo t . ions  i n  c o n t r a s t  wi th  t h e  P i z z a g a l l i  con t rac t  2nd t r i l l  
undoubtedly c o s t  a t  l e a s t  $4  m i l l i o n  more than  t h e  $11.5'mill.ion c o n t r a c t  
pr icc .  There 'have been unusual ly  11igh i n f l a t i o n a r y  t r e n d s  t:hich- havs 
clrastica1,ly i n c r e a s e d  c o s t s  s i n c c  tlic Falaclie-Segou p r o j e c t  was b id  i n  
Ap,ril  1971t. Tllc: 1no5t apparent  , ~ i i ~ i n t i . o i ~ s  i n   ini it r14;ices ;I]:@ ~ I I O S C .  
pertaining t o  u n i t s  i n  t h e  c;lrth:~orl:s .nnd pavernent scc t iong.  The 
Pizzo:;alli p r i c c s  i n  these tv~o' izreas r c f l c c t  highaz- h-ngrican .st;ndcr2 
rc.quirkrn.r:nts versus  those  of t h e  l o c a l l y  e s t a b l i s h e d  c o n t r a c t o r s  ~ J i ~ i c i ~  
were u t  i l i z c t l  bjr Uerger. 

The n c r c c r  f i r l a  i ~ c t i ~ i g  a s  t he  CO'Ilts ngcnt  h a s  determined i n  con junc t ion  
l ~ i t l l  t h c  pizxa!;nl l i  Colnpnny t h a t  $7.,000,0ClO can be reduccd from tli:: 
o r i g i n a l  b i d  i f  c c r t n i n  c o n t r a c t  spcciEicat i .ons arc changed and t h e  
road s t a n d a r d s  xcduccd. 

http:ndvi!.ed


rcvicw on t h e  s p o t  a11 t l ic a s p e c t s  arid problcrns oE t h e  r r ! c o n s t r u c t i ~ ~ n  
effort. ~a;i .o\~r;  rncrnbesr; of t h c  team v i s i t e d  Abidjan and  1)akur rc cvaluclt 
thc  o f f - l o a d i n g  facilities a t  t h e  po r t s .  Thcy a l s o  trnvercec! t h e  
haulage r o a d s  from bo th  p o r t s  t o  nzmlco wh i l e  or21cr team nlenbcrs 
surveyed  tl ie r o d  from E;~r;~ako t o  Boufiouni c11ecl:ing on t e r r a i n ,  barro:r 
'pits,  s t r c a n  c z o s s i n g s  ancl p o l n t 3  f o r  bridge d.cnol ieion nr~d r c c o n s t r ~ r c t  
T h i s  e f f o r t  obv ious ly  p rov ided  t h e  c o n t r a c t o r ' s  team w i t h  an i n s i g h t  
i n t o  any p i t f a l l s  and problcm a reas .  

The A111 Loan r!grcc.ncnt 2nd ,ILIA credit-. verc b o ~ h  si ::ned i n  t h e  r,c:r:222: 

of 1973. A t  t h a t  t i n e  i t  was hoped thzk  on2 /:~?r.i.c:in ~ I I - n  nj.;;?!:: h i d  
suc.ccssEully on Loth ronrl :;clipants, I I ~ ~ ~ O I ~ ~ ~ U I L C ~ . I ~ C ! I . ~ ; >  no f=l~c:~:icaa f i n s  . 
chose  t o . b i d  on t h e  Faladic-Segou road  i n  J -p r i l  19711 2nd o n l y  t h r e e  
U.S. f i r m s  b i d  on t h e  AID f i n a n c e d  H T A I ~ ~ : o - ! ! o ~ : ~ o ~ I ~ I ~  r oad  \.rlicn i t  oras 

' t ende~:ed  , i n  August 1974. Ncr: unusua l  uik! X"uD p r o j e c t s ,  t h e  t i z l i z ~ s ,  ' 
a p p a r e n t l y  w i t h  I D A  approval ,  awarc;ed j.n llny 1974 an $11,500,000 c o n t r a c t  
t o  a European c o n s t r u c t i o n  fj.rrns ( I W )  cven tllough t h i s  i7.xcccdcd t h e  
I D A  f i n a n c i n g  Ly about: $4.5 n l i l l i o n .  Cur ren t ly  IDX' i.s p r e p a r i n g  t o  
f iclc! an a p p r a i s a l  t c m ~  w h i c h  w i l l  detcrrninc t l ~ c  t o t a l  araount 02 ncrq 
crcc!Lt t o  t h e  G@>I t o  fin3nc.c ( a )  t h e  i n c r e a s e d  . c o s t s  of r c c o n s t r u c t i a ~  
t h e  i:crlnclic-Segou road, (b)  t h e  mount-. of tcchriicr?l a s s i s t a n c e '  r c q u i r c d  
f c ~ :  t h e  Plttli I[i:l,hway Road N2intcnance dcpartt.lenc: ove r  t h e  n o : t  fc!.r 

C 
, -years ,  (c)  GO:4 n!aintcnancc c q u i ~ m e n t  .x,cc!uircra~at, ((1) inc reased  s!!??r- 
visc,y;y ~ i i g j . i - , c ~ j : ~ i - , ~  ,->,;,sks ;:i,j: i - 2 : ~  ;;:;~;;c-;;fiilA~Li,l~ z";,;; +j: L;,b ;'.,iyd . . Stlnf-or. , d ~ r , , i r l p ~  ~0 f;.??.'?~? th:~ 3 r c . j n ~ t  ir. -;f.n:; c;!:' fnrral;ss2 i ~ , l ; , ~ L C I L L . L U l  
c o s t s .  X t  5.s 1.1or.ih l ~ o t i n g  t h a t  t h e  ccoriosic r c ~ u r n  on t h e  S e ~ o u -  
Fa ladFc  roar1 wns- c s t i n a t c t l  a t  about  27 percent whcn t h e  f i n a l .  f c:~:?'..!l.i.li! 
r;t:udjr wit ! ;  cornpicLeci j,n i972. 

'IJe bc? l ieve  that: wh i l e  -it i s  most d e s i r a b l e  f o r  t h e  c n t i r c  S c g o u - E o u ~ o ~ ~ n j  
r o a d  t o  be  upgracled a t  t h c  same t imn, i X D A t s  'co~rnitrnent: t o  t h e i r  p o r t i o n  
of l:l~c prcjcci: is not: c o n i i n g c n t  on A I D  pa r t i c ipaL . io r~  i n  s:cconstl 'uctil~i;  
t h e  r o a d  s e m e n t  from 1:malco t o  Bouzouni. 

Thc o r i s i n a l  Ci lp i ta l  A s s i s t a n c e  P a p e r  (CAP) ou t l i i l ed  t h e  r c s u l t s  of  
t h e  Xn tc rna l  Ecoilomic IZai-c of Cc tu rn  (IF!) a n a l y s i s  undcri-.r!l;en h!; thc 
cn:::in.::erin;: c:cn5i!l t , ? n t s  m t l  tlllctll rcPi~:c t l  by 13-11) ail(; t h e  1L;iil) t o  1.c:;:: 
for ,upwarcl  r c v i c i o n s  5.n c o n s t r u c t i o n  c o s t s  and c o n c u r r e n t l y  i n  bcrlc?Eits 
accru iny ,  t o  roncl users .  X n  no  ,cns.e v a s  1:hc XBR of any s e c t i o n  or' t h e  
won? I~cLow 21 pc rccn t  and i t  reached  37 pc rccn t  f o r  t h e  ma-jor Scgou- 
l l ou~o t rn i  scgment. 

Almost two y e a r s  have passed  s i l lcc  tl15.s a n a l y s i s .  Tlic c o n s t r u c t i o n  
c o s t  of t h c  rontl h a s  r i s e n  o v e r  100 percent .  A t  t i le namc t i m e  r o a d  
usex c o s t s  i l l  t h e  Nes t  A f r i c a  n r c a  hnvc r i s e n  ovc r  50 pc~:cclit .  I l n i l y  
t r a f f i c  on tllc. lli.dif.~:iy f a r  oxccecls t l i c  1972 clnily t r a E E i c  and t l l c  
uxisl:i.ng ~ : o n d  i s  )\ow i.11 raudl' poorer: conc1iti.on t11:in i.t was i n  19'1?. 



uc belicvc f11c rnc rcnse  i n  road  t r a f f i c  couplcd  , , r i t h  t h c  p o t c n t i n l  
l o r  h'iCher nvcrngc 11;cr c o s t  s a v i ~ r g s  w i l l  o f f s e t  t h e  much h i g h s r  
c o n s t r u c t i o n  c> :pc~~ce . .  S i n c c . i t  ,now c o s t s  a t  l ca s l :  50 pcrccnt: nlorc. 
)cr n l i l e ,  t o  o p o r a t e  a vol l ic la  t h a n  i t  clicl i n  1972, t h c  p o t c n t ' i a l  f o r  
s a v i n g s  i s  considerably g r c a t c r  now t h a n  i:t M G S  then. Also, t h c  
prcocnl: poor  .corltl.;.tion of f:11c xoad, whi.clt . ha s  d c t c r i o r a t c d  s i n c e  
1972, c a n  o n l y  r e su l t :  i n  an  cven g r c a t c r ' . p o t c n t i u l  f o r  user sav ings  

' i f  t h e  ):03d i!; r c c ~ n s t : r u c : t ~ d .  l n ~ i l c  I.!C hnvi! ]lot: y c t  c.o!n~~l.ctctl tilt. 
f u l l  sca1.e nn:llysis il~~!tl.;tl t o  f u l l y  cleLclt.xi.ne 5.2 t h c s e  a s s ~ ~ n p t i o i ? ~  
arc. Z I C C L I ~ ; : ~ ~ . : ,  vre (lo 11:lvc aviclencc of increased t r a f f i c  on t h e  road  
and do k n o : ~  i n  r,cn:>r:~l t:c!ms thi: m;:::ni::ii:!.;: 02 ;.i1ar: i ~ ~ c r c n s e  of r o a d  
uscx  c o s t s  3.11 Ves t  i d r i c a ,  Thc p ro j ec t t : ;  i r l t c ~ n n l  r a t e  oE r e t u r n  is 
now i ~ p p r o x i n i ~ t c l y  15 po:ccnt. Xn addj- t ion,  the. iond, i f  put: j.11 p;ood 
c o n d i t i o n ,  .~.roultl provj.de a r e l i z b l c  l o x  cost: acces s -eg res s  rou td .&o  
lyrge p o r t i o n s  of drnoyht  s t r i c k c n i n r r a . ;  nf 1.lali. 

Thc U.S. c o n s r ? l t i n ~  fin71 of Louis  Bcrger  Xnc., through nagotiat- . ions 
wi th  t h e  con t r ac . to r  Yizza::allT,, h a s  detenninet l  t l l a t  about  $2,003,000 
can 1)s xcduccd from t h c  $1.8,700,030 b i d  p r i c e  i f  t h e  q u a l i t y  of L11e 
road i s  dor~ngr::ded and t h c  c o n t r a c t o r s  credit squeeze i s  sorewhat  
a l l - cv i a t cd  by an i n c r e a s e d  ~ n o b i l i z a t i o n  payment a t  t h e  beginnin: oE 
:onstri~cl:ion. .- A.X.D. 1 1 ~ s  t c n t a t i v ~ l y  agrccd  to t hose  n o t l i f i c n t i o n s  
136 <!::c~~t!; t112t ?:>::!:\::ill 2150 1;; ::~<~J?f::i! l?.*? ::~7 t l i ~  ;,:&I::.iln Gr-)v+?:c7.?3?. 
if t:!~c px-ojccl: goes  fortlard. 

The rcducoh r p a d  s t a n d a r d s  would c o n s i s t  oE t h e  Eo?loiriny lniljor modiEi- 
catinns: 

( a )  rcduci l lg  the s t a n d a r d  o f  t h e  road  from a h o t  mixed a s p h a l t i c  
c o n c r e t e  s u r f a c e  t o  a doublc l a y e r  s w f  a c c  t rcat lncnt ;  

(b) s t - . a b i l i z a t i o n  w i t h  3 p e r c e n t  ccmcnt-Ln-place i n  l i c u  of a t  
a c e n t r a l i z e d  >nixing p l an t ;  

(c) c rushed  r i v e r  bed screening i l l  l i e u  of crushcd qua r ry  xock 
ljor c o a r s e  a,qgrcgst:c:;. TIl ia  s o l u t i o n  r;oolcl 1:11cn al lo;?  t11c 1:al i n n s  t:o 
a\.rn?:cl I1ixzn:;all i  t l ~ e  const lsuct ion c o r ' " ~ a c t  a t  about  $16,700,0!30 w i t 1 1  
t he  $?.,OOO,OUO S L ? V ~ I ? ~ S  t o  bc used 2s contingoncj-  thzou;houl: t h e  33 r o n t l ~ :  
c o n t r a c t  pc r iud .  

An a l t c r n n ~ i v &  t o  rccons t r t !c t ion  of t h c  l3amako-llo~1gouni road  a t  Llic 
prcs.c!nt t intc  would- be i nc rcnsed  road  rnaintcnancc. Th i s  is, ho>re\??r, 
less t h a n  an  optinurn s o l u t i o n  t o  L:llc. problc13s f ;~ccd  by the Covc?rrt?.mt: 
oE 1-lali. f o r  t h c  \ f o l l o t ~ i n g  "I:casons: T l ~ c  E'aladic-Scgou and Ilamalio-Uot:l;ouni 
r:oad l i n k s  v c r c  c o n s t r u c ~ c c l  5.n I:!ie c a r l y  fifties and a r c  1.lnlil.s crl~lcnl: 
pavcxll,roncl l inlcs.  t /rs trnfLj.c 11as incrc:~sr:d nntl 11covj.cr t r ~ t c l c s  put: I I ~ : C %  

LIsC?  1:ll~ ~3vfiiil(!fll; of bo!:j,l rO:l(lS h a s  !*t:;t>:t~<l ~)T.cL'!< Up, ll(:~i:~~.i.~::!k,iil;; 
intcn:;j.vd ' ~n : i j . r~ t e~~ancc  :lnd p;rrti;ll .rc:c:on:;t:r~~c'.t:ior~. 111 :;c~~;!rii l  sc!(:i:.!.ons7 



t l ~ c  base and sub - l a sc  a r c  s t r u c t u r i : l l y  inndcquatc ,  and c u r r a n t  
main tenance  worlcs of .  pntcliirig and s c a l i n g  , a r c  of '  li~n'itcd cffcct ive-  
ness. Should t!ali n o t  t c  n b l c  t o  reconstruct t:hc Gcmrtko-l!ougouni 
road  no:^, s h e  r u n s  t h e  risk of f u r t h c r  d e t e r i o r a t i o n  of t l lc rood t o  
the p o i n t  b~licrc n c o ~ n p l c t c l y  ncw road rrould I I ~  r cqu i r cd  and cont inucd  
l i m i t a t i o n s  on tl ic s i z e  of  v c h i c l c s  t.riiich can t i i t v c l  t l lc xoutc  dire t c ,  
n e v e r a l  one l n n c  b r i d ~ c s  bct,!rcen 1Joi1:;ouni. arrd I:~n:lko which cannot. s!lpi,ex 
t h e  weirJ i t  of t : l ~ c !  l lnnvic~:  %0..30 t:r~~c!:s no:; tls:i;\;; tili.. roukc. 1.n :lddi.l;io~i 
t o  incxcasccl ~na in t cnancc  Ilc.i.ng o n l y  :I va ly  :I!~cl;:c: ::?ria so1 .u t io1~ t o  
Mali1 :; ovclrnl l  t r a n s p o r t a L i o n  problcm, stuc!.ir:s of In!c.st / r f ~ : t ~ i : n  ~:X?.T,S--  

p o r t a t i o n  routcr ;  s l l o t~  that stop-gap !?.alntcnancc! on o l d e r  r o a d s  5.11 1 i . c ~  
of  r e c o n s t r u c t i o n  genera l ly  laeans hi.::l~zr vehicle o p e r a t i n 2  cost: crhicli 
i n  turn i n c r e a s e s  t h e  cost: of de l ive~ :cd  froodz- 



Smmary Table of KEZ In t e rna t iona l  January 1973 c o s t  e s t ima te  - Louis Berger 
Inc., Hay 1974 cost e s t ima te  and ac tua l  b id s  received ( i n  U.S. d o l l a r r )  i n  
AlJgu~t 1974. 

BAMAKO-BOUCOUNI ROAD 

Bid Items KEZ Estimate 
(Jan. 1973) 

Dcscr ipt  ion 

: Hobil i z a t  ion z/ 958,294 

General A/ 220,688 

Earthworks 2,248,328 

Pavement 2,040,659 

S t r u c t u r e s  848,432 

S igna l  i s a t  ion 72,231 

Tot a1  6,388,635 

~ s t i m a t e  
(May 1974) 

P i z z a g a l l i  Inc. Grove's 
Offer  - 
(8/16/74) 

Offer  - 
(a/ 16/74) 

- 
11 Tota l  not t ak ing  i n t o  account i n f l a t i o n  s i n c e  March 1974 and reinstatement  of - 
mobi l iza t ion  costs .  
21 Tota l  reduced t e l e g r a p h i c a l l y  by $4,500,000 fol lowing n o t i f i c a t i o n  of re ins ta tement  - 
of nrobilization-advance c lause ,  giving rev ised  t o t a l  of $21,202,533. 
3/ Mobil izat ion a s  an advance was removed from t h e  con t r ac t  documents a t  t h e  time - 
t he  Louis Berger cos t  e s t ima te  was being prepared and subsequently r e i n s t a t e d  i n  
J u l y  1974 i n  t he  hopes of a t t r a c t i n g  a s  many b idders  a s  possible .  
4/  This  category c o n s i s t s  of t h e  cons t ruc t ion  and r e l o c a t i o n  of work camp housing - 
and o f f i c e s  a s  t h e  p ro j ec t  cons t ruc t ion  advances, a s  wel l  a s  t he  provis ion and 
maintenance of U.S. vehicles .  
5J A s  a  r e s u l t  of nego t i a t i ons  between t h e  Government of Mali ' s  consul tan t  on t he  
p ro j ec t ,  Louis Berger, Inc., and t h e  cont rac tor ,  t h e  con t r ac t  p r i ce  w i l l  be reduced 
by a t  l e a s t  $2,000,000. 



&;:,, . 
DEPARTMENT OF STATE GI.* 

LGENCY FOR INTERNATIONAL DEVELOPMENT . 
WASHINGTON. 0. C. 20323 

OFF ICE O F  
THE ADMINIITRAT3R 

DEC 5 - 1974 

Honorable Daniel K. Inouye 
Chairinan 
Subcomi t t ce  on Foreign Operations 
Conunittce on' Appropriations 
United S t a t e s  Senatc 
Washington, D. C. 20510 

Dear Senator  Inouye: 

l&en m e d e r s  of you; s r a f f  met w i t h  r epresen ta t ives  of t he  Afr ica  
Bureau on Novernb~r 21, 1974, a  s e r i e s  of questions were asked about 
t h e  Mali Highway Development Loan. .The purpose of t h i s  l e t t e r  i s  t o  
provide information t o  respond t o  t he  rese rva t ions  you have expressed 
t o ' t h e  au thor iza t ion  of an add i t iona l  $9.700,000 f o r  t h a t  loan. 

The Nal i  Highway Developrneqt p ro jec t ,  which was o r i g i n a l l y  authorized 
i . 1  237; +.s a convenrioczl, if i ~ p s ~ t ~ z t ,  L I Z  i , ~ f i - a s t ruc tu r e  ioan,  has  

.nov assumed even g rea t e r  importance, because of t he  iinpact of t he  drough 
ovpr the list f o c r  years, on the  eeonomy oT l.lali and i t s  p?roJnc+icr? nf . 

foodstuffs .  The e x i s t i n g  highway has  become t h e  1 iEe l ine  between the  
po r t  oE Abidjan i n  the  Ivory Coast and Nal i  i t s e l f  which i s  located 
600 mi l e s  from t h e  sea. The only  o the r  access .to' t he  sea  i s  v i a  a 
low-capacity ra i3road from the  por t  of Dakar i n  Senegal. 'The blalian 
government, the rc fore ,  views t h e  bui lding of on all-weather route  from 
Bamako t o  Abidjan a s  of t he  utmost importance i n  maintaining access  
t o  emergency suppl ies  f o r  i t s  population 2nd i n  increas ing . the  
capac i ty  of t h i s . r o u t e  f o r  normal commerce. Between Novmber 1973 
and November 1974, over 64,000 tons  of U.S.-financed grain  were noved 
from Abidjan t o  Plali over t h i s  and a l t e r n a t e  rou t e s  a t  g rca t  cos t  
because of t h e  d i f f i c u l t  road condi t ions  encountered. Twice t h i s  
mount  i n  o the r  donor ass i s tance  and c o m e r c i a l  food'irnports was 
moved along t h i s  road during the  same period. . This route,  the re fore ,  
must be kept open and augmented a s  soon a s  poss ible  and is a l s o  v i t a l  
t o  the  longer-term development of t h e  country. 



. .. . - . .r 
Completion of t h i s .  r o u t e  w i l l  a i s o  have a d i r e c t  impact upon eEEcctive 
u t i l i z a t i o n  of t h e  S p e c i a l  Sahel  Ehergency appropr ia t ion  of $85 m i l l i o n  
voted  by the.  Congress on.July.6. S i n c e  t h a t  time, A.I.D.  h a s  agreed t o  
assist Mali  w i t h  s e v e r a l  ve ry  important  1 ives tock  programs which w i l l  
d i r e c t l y  a s s i s t  some 500,000 nomadic herdsmen'nnd t h e i r  famil'ies, and 
w i l l  f o s t e r  t h e  expor t  of Malian beef t o  t h e  r i c h e r ,  c o a s t a l  countr ies .  
The Bamako-Bougouni road i s  expected t o  c a r r y  up t o  90 percent  of t h e s e  

, 

Malian beef e x p o r t s  which account f o r  M . p e r c e n t  of t h e  country ' s  f o r c i 2 n  
exchange earnings ,  The road cons t ruc t ion  p r o g r m  is, the re fo re ,  d i r e c t l y  
r e l a t e d  t o  and i n  suppor t  of U.S. humanitarian a s s i s t a n c e  which is  a ined 
a t  meeting emsrgcncy and longer- tern  deveiopment neeus. Unile no p r i c e  
can  be p laced on t h i s  aspect  of t h e  projec t , ,  t h e  f a c t  t h a t  t h e  Government 
of Mali, one of t h e  poores t  i n  AErica, i s  prepared t o  incur  a f u r t h e r  
debt  oE $9.7 m i l l i o n  i s  an i n d i c a t i o n  of t h e  importance it p laces  upon 
t h e  success fu l  completion of t h i s  p ro jec t . .  A.I.D. sha res  wi th  t h e  
~ o v e m e n t  of  Mal i  t h e  view t h a t  d e s p i t e  t h e  very  considerable  c o s t  
i n c r e a s e s  involved,  t h e  p r o j e c t  purposes remain val id ;  t h e  b e n e f i t s  
have inc reased  c o m e n s u r a t e  wi th  t h e  cos ts .  

. 

The N a l i  Highway Development p r o j e c t  i s  a multi-donor eEfor t  t o  a s s i s t  
t h e  Goverrnnent'of Mali  t o  improve a major element of i t s  b a s i c  road 

- - t ranspor t  i n f r a s t r u c t u r e  and improve t h e  Government's c a p a b i l i t y  t o  
cf f~~t-~~l;. c2i;.:c-k: 2zd Gt-lizc thCs xozn, syktce. Spezlf lc;?ly, the  

' p r o j e c t  c o n s i s t s  o f , t h e  IBRD Second Highway P r o j e c t ,  f inanc ing  t h e  
con t inua t ion  o t  an ongoing I D A  highway maintenance and f e e d e r  road 

..improver;lent program, inc lud ing  t e c h n i c a l  a s s i s t ance ;  r econs t ruc t ion  
of ths 223 la. raladis-Szgou t r t i r k  so&< ruanxng nor theas t  f r o n  3 a a k o ;  
d e t a i l e d  engineer ing  requ i red  f o r  improvement and/or  r econs t ruc t ion  of 
t h e  120 h. road f r o n  Bamako t o  Kilokani; and engineer ing  supervis ion  
dur ing r e c o n s t r u c t i o n  of t h e  Faladie-Segou-Bamako-?ougouni road. The 
A.I.D. p o r t i o n  of t h e  p r o j e c t  c o n s i s t s  of  t h e  r econs t ruc t ion  of t h e  155 
.km. t r u n k  road running sou theas t  from t h e  c a p i t a l  of Bamako t o  t h e  town 
of Bougouni, and t h e  supply of U.S. road maintenance equipment. 

The roads  t o  be recons t ruc ted  under t h i s  p r o j e c t  r ep resen t  Mal i ' s  two 
major l and  t r a n s p o r t  routes .  The roads  r a d i a t e  f r o n  Bmzko t o  tha  
i r eg iona l  c e n t e r s  of Dougouni and Sagou, w i t h  t h e  f i r s t  7 km. from Banako 
t o  Fa lad ie  be ing c o h o n  t o  both roads. The Faladie-Dougouni s e c t i o n  
se rves  t h e  c u l t i v a t e d  reg ion  t o  t h e  south  and £ o m s  p a r t  of t h e  important 
international l i n k  wi th  t h e  Ivory  Coast, N a l i ' s  only  major road o u t l e t  
t o  t h e  sea. The N r i c a n  Development Bank and t h e  blorld Bank a r e  c u r r e n t l y  
f i n a n c i n g  t h e  upgrading of t h e  road l i n k s  i n  t h e  I v o r y  Coast which w i l l  
complete Mali 's  a l l -weather  access  t o  t h e  sea. The Faladie-Segou s e c t i o n  
l i n k s  t h e  c a p i t a l  wi th  t h e  cotton-producing a r e a s  around Scgou and' com- 
p r i s e s  p a r t  of t h e  on ly  al l-weather  lin!c wi th  Mopti, t h e  gateway t o  t h e  
Niger River Dasin and t h e  S i x t h  Region -- t h e  a r c a  most seve re ly  n E f l i c t e d  
by t h e  drought. 



I sm a t tach ing  th ree  annexes t o  t h i s  l e t t e r .  f i e  f irst  w i l l  provide 
addi t iona l  in forca t ion  conce;ning A. I.D. ' s revicw o f  t h t  contract  
t enders  and a discussion o f  t h e  r e l a t i onsh ip  of  t he  increased cos t s  
of t h e  p r o j e c t  t o  i t s  r a t e  o f  econonic re turn  f o r  M a l i .  In reviewing 
t h i s  annex, I m s a t i s f i e d  . t ha t  U.S. Government guidel ines  f o r  AID- 
financed cont rac t s  have been ca re fu l ly  2nd pr:ldcntly followed and t h a t  
t h e  inbernal  r a t e  o f  r e tu rn  o f  ap2roxinately 15 percent provides. 
s u f f i c i e n t  economic j u s t i f i c a t i o n  f o r . t h e  United 'States t o  proceed with 
t h e  project . .  

The second annex, vhich l is ts  our most recent  estimate 'of comi tnen t s  
f o r  $85 c i l l i c n  of  A r ' r i c a  I)rou;;'nt a ~ d  L i sa s t e r  neiiel '  zss is tence,  i s  
in response t o  the  question ra i sed  concerning bhy the  loan  amendment 
could not  be  f~mded f ron  t h a t  eccount. A s  you can'see,  t h e r e  a r e  
a l ready planned uses f o r  a l l  ol" these funds. I n  addit ion,  our 
discussions with t h e  Congress on t h e  Rel ie f  cppropriation were based 
on an understcanding t h a t  t h e  funds tmuld be used on z g r m t  r a the r  
than  a l o r n  bas i s .  This p ro j ec t  we bel ieve t o  be nore su i t ab l e  f o r  
l o a n  r a the r  than gran t  financing. For these reasons ire f e e l  -that t h e  fur:c 
should cone from the  Selected Developrnznt Problems category 

A f u r i h e r  question concerned loans  t h a t  trould be authorized i n  W 1975 
*on t h e  Selected Problems ca tegory  i f  the  bIa.li Amendment were included. . . . - TI?.? +hire?. r_nn2v 25sts 3.oar.s cr.rrent;ly bzfng csns;zz,-zZ 521. PI 1375 
authorizct ion i n  t h a t  category. The l i s t  t ohc l s  soae $52.4 millior., 
ci)tl?t)dil=d ivii;it a io r~gress iona i  request  l e v e l  o f  $39.5 n i l l i o n .  AID does 
not'  p lan t o  exceed the  Congressional request  l e v e l  f o r  loans  i n  t h i s  
C Z ~ O - ~ ~ ~  u.-- J .  j ~ q ?  CC) :;'ill c??fcr cz ~ c d i l c e  p a r t i c u l a r  loa i s ,  as iicc;.sac~.y, 
t o  s t3y  a t ,  o r  below t h e  $39.5 l i m i t ,  besed on t o t a l  evz i i lab i l i t i es  
a f t e r  f i n d -  passage o f  FY 1975 foreign ass i s tance  l e g i s l e t i o n  and the  
r e l a t i v e  program p r i o r i t i e s  a t  t h e  time o f  t h e  vcr ious  lams. 

,I cui spec i f i ca l ly  d i r e c t i n g  our f i e l d  s t e f f  t ha t  i n  negot ia t ing t h i s  
l oan  amendment, t he re  be spec i f i c  language i n  t he  agreement t o  ' t h e  e f fec t  
t h a t  t he  t o t a l  U.S. contr ibut ion to. t h e  a c t i v i t y  w i l l  not  exceed $18.7 
mil l ion,  and t'nat t h e  cos t  o f  any addi t iona l  increases  w i l l  be  t he  
r e spons ib i l i t y  of  t h e  Government o f  1.lali. 

I hope t h a t .  t h i s  and t h e  preceding da t a  w i l l  assure t h e  Cornnittee of 
our f ee l ing  t h a t  t h i s  loan  i s  o f  s u f f i c i e n t l y  high p r i o r i t y  t o  j u s t i f y  
t h e  requested addit ion,  and t h a t  I can count on your support i n  
p r o c e e d i n ~  with it. If . a f t e r  reviewing these docunents, you o r  your 
s t a f f  have any additional. questions, plezse contact  me. We t r i l l  be 
happy t o  nee t  with you. 



AXD1s Regional Economic Dzveloprne~~t Serv ices  Of f ice  i n  Abidjan, 
t o g e t h e r  wi th  t h e  c o n s u l t i n g  engineer ing Eirm.of Louis'Derger, has  
reviewed t h e  low b i d  f o r  t h e  AID-financed ~amako-~ougouni  road and 
f i n d s  i t  t o  be a reasonable b id  i f  t h e  fo l lowing p o i n t s  a r e  taken 
i n t o  account : 

1. Only two American f i m s  and no bona f i d e  l o c a l  f i r m  b id  on 
. t h e  p ro jec t ;  

2. t h e  con t inu ing  world-wide in f l . a t ionary  s i t u a t i o n ;  and 

3. high  c o s t  of A I D  Code 941 source for ig in  r e i n f o r c i n g  s t e e l  
and cdncre te  p l u s  d e l i v e r y  t h e  of n ine  t o  twelve months f o r  U.S. 
steel. 

&re; p r i n c i p a l  i tems t o  be f inanced i n  t h e  cons t ruc t ion  c o n t r a c t  a r e  , 

cement, a spha l t ,  and 1 abor: between April-June 1974 the  c o s t  of cement 
i n  Bamako inc reased  80 percent;  a s p h a l t  increased 72.2 percent;  and l a b o r  
c o s t  inc reased  19.7 percent.  Current ly  t h e r e  i s  no cement f o r  s a l e  i n  
Bamako a t  any p r i c e  and we have no information a s  t o  when i t  w i l l  be 
a v a i l a b l e  again. Labor c o s t s  increased aga in  i n  August a s  a  r e s u l t  of 
a government yage decree. 

The method used by Derger t o  e x m i n e  u n i t  p r i c e s  was ' to compare those  
b ids  ?)*P :,\r., h < r l ~ ! ~ ~  ~ ~ z ~ ~ ; ; ~ ~ ~ i  22:- 2z ~ ~ ~ ~ i ! : ~ : ~ : ~ )  ...;Li!: llL.k 2:::: 

J ---- - - *  ---- 
p r i c e s  b i d  on t h e  IDA-financed Faladie-Segou road cons t ruc t ion  projec t .  
Thelapparent  low b i d  i s  misleading .because of t h e  Fa lad ie -Sepu  
cons t ruc t ion  was b i d  on by a European f i r n  r a t h e r  than an Aiierican 
one; t h e  Faladie-Segeu c o n t r a c t  is  r a t h e r . o p e n  ended i n  pe rmi t t ing  

' c o s t  e sca la t - ions  i n  c o n t r a s t  with t h e  P i z z a g a l l i  c o n t r a c t  and w i l l  
undoubtedly c o s t  a t  l e a s t  $4 m i l l i o n  more than  t h e  $11.5 m i l l i o n  con t rac t  
price.  There 'have been unusually h igh  inEln t ionary  t r znds  \<hi& h-t-a 
d r a s t i c a l l y  inc reased  c o s t s  s ince  t h e  Faladie-Segou p r o j e c t  was b id  i n  
A p r i l  1974. .The most apparent  ,va r i a t ions  i n  u n i t  p r i c e s  a r e  those  
p e r t a i n i n g  t o  u n i t s  i n  t h e  earthworks.and pavement sec t ions .  The . 
P i z z a g a l l i  p r i c e s  i n  t h e s e  two'\areas reElec t  h i g h e r  American .s tandard 
requir'ements ve r sus  those  of t h e  l o c a l l y  e s t a b l i s h e d  con t rac to r s  1:'nich 
were u t i l i z e d  by Berger. 

The Berger f i r m  a c t i n g  a s  t h e  CONts agent has'  determined i n  conjunction 
with t h e  P i z z a g a l l i  Company t h a t  $2,000,000 can be reduced from t h e  
o r i g i n a l  b id  i f  c e r t a i n  c o n t r a c t  s p e c i f i c a t i o n s  a r e  changed and t h e  
road s t andards  xeduccd. 

Although t h e  P i z z a g a l l i  t ender  may appear t o  be high,  AID h a s  been 
advised by Berger i n ' t h e i r  a n a l y s i s  of o f f e r s  rcccived t h a t  t h e  company 
s e n t  a very competent tcam .from the  Unitcd Stat.cs to '  Mali i n  o r d e r  t o  



. .. 
m v i c v  on the  spot a l l  t he  asp;cts and problems of the  reconstruction 

' 

ef for t .  ~ a i i o u s  members o f  the  tcam v i s i t e d  Abidjan and Dakar t o  cvaluatl 
the  off-loading f a c i l i t i e s  a t  the  ports. They a l so  t raversed the  
haulage roods from both po r t s  t o  Bamako .while o the r  team members 
surveyed the road from Bamako t o  Bougouni checking on t c r r a in ,  barrow 
'pi ts ,  stream crossings arid points  f o r  bridge demolition and r econs t ruc t io  / 
This e f f o r t  obviously provided the cont rac tor l s  team with an Lnsight I 

i n t o  any p i t f a l l s  and problem areas. 
, 1 '  

The AID Loan A~reemont and I D A  c r e d i t t r e r c  both signed i n  the  s m e r  , 
of 1973. A t  t h a t  the i t  was hoped t h a t  one American f inn  might bid 
successEully on both road s o p a n t s .  UnEortunatcly, no h ~ r i c a n  f i n s  
chose t o  bid on the  Faladie-Segou road i n  Apri l  1374 and only three 

. U.S. f i rms bid on the  A I D  financed Bm.ako-Bougouni road then  it was 
' tendered i n  August 1974. Nct  unusual with 1BP.D projects,  tho Pfalians, ' 

apparently with I D A  approval, awarded i n  Nay 1974 an $11,500,000 contract  
t o  a European construct ion f i rms (ABU) even though this.hxceeded the  
I D A  financing by about $4.5 million.  Currently IDA' i s  proparin;: t o  
f i e l d  an appraisal  team which w i l l  determine the  t o t a l  amount of new 
c r e d i t  t o  t he  CQ>1 t o  f inance (a) the  increased .cos t s  of. rcconstruct ing 
t h e  Faladie-Segou road, (b) the  amount of technical  ass i s tance  required 
f o r  the  Mali Highway Road Maintenance department over the  next Eat8 

- -'years, ( c )  GO21 maintenance equipinent ,rcquirument, (d) increased super- 
v i s o r ;  zn:inccrir,g cos t s  f o r  t hc  B~~n!cz-3ou~our.i ,Pox! i f  t h c  United 
Sta tcs ,dec ides  t o  f inance t h i s  p ro jec t  i n  view of incrcased conlltruction 
costs. XZ i s  t;tr,Zh noting i;:ral tile r ~ u r ~ o r u i c :  x c t u n ~  on the Stqjuu- 

' Faladic road was-estimated a t  about 27 percent when the  f i n a l  fanr r ib i l i ty  
study was completed &n 1972. .. L 

; b  

We believe t h a t  pr hi lo 'it i s  most desirabla  f o r  t he  c n t l r e  Soaou-Douaounl 
xoad t o  be upgraded a t  t h e  same time, &XDAts 'comitrnont t o  t h e i r  portion 
of the  pro jec t  i s  not contingent on AID pa r t i e lpa t ion  i n  r a c o n a t r u c t i n ~  
the road segment from Damako t o  Bou8ouni. . . . . - 4  * 

The oxiginal Capi ta l  Assistanca Paper (CAP) ou t l ined  tha  xaeulto oC 
t h e  In t e rna l  Ecgnomic Rate of Return (XRR) analyelo undortakan by &c 
eneineering consul tants  and then r s f inad  by A I D  nnd the X$M CQ tat5t - 
for,upward revisions i n  construction coats  and concurrently i n  BeasfPta 
accruing t o  road users. I n  no ,caqa was tho XM of  any aaction of the 

. roo4 below 21 percent and it roached 37 percent: Lor the major 8egcvu= 
Bougouni segment. !. 

Almost two yonro 'have passed ninco t l t io analyelm. Tho cansrrucrlen 
c o s t  of tho xoad has  r i ~ o n  over 100 psresnr. Al: tho a m  t h  ma$ 
user coata i n  tha  Ilalrt: Africa area have r i e e n  owr $8 parcsnt;, Daily 
t r a f f i c  on tho  hiohway Car e x c s e d ~  the 3972 dal ly  tr~CtLe end €kc 
ox la t in8  xoad iri now in  much poorer: tondi t ion  than dE was 1n $942. 

i t  * * 

I 

C 

a 

* a  a 
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:* . . r . f p l  .. * 
V& botlow tho fncre~,$s ' fn  road t r a f f i c  coupled with the  potential  
lor h'ighor avoraga user  cos t  savings w i l l  o f fso t  the  much higher 
ponstruction oxpenre.. Since*itinow costs  a t  l e a s t  50 percent more 
p8r mfle.to opsrats  a ueh%clo than it did i n  1972, the potcntial .Eor 

s ravin8r i s  considerably grenter  now than it wns then* Also, rho 
D e3 prorant poox.condftfon of t h ~  road, whichahas deteriorated since - ? 

I' 1071, can only result in  nn even grcatcr',potcntinl f o r  user savings 
' i f  the road i s  reconstructed. tJhilc we have pot ye t  c c ~ p l c t e d  thr 
l u l l  s ca le  anr lysfs  needed t o  f u l l y  doternine i f  these nssumptions 

' 

am atcurato# we do have evidence of increased t r a f f i c  on the road 
and do krnw in t;ctnaral t o m s  tha magnitude of llle increase of road 

a 

F- ,;*. . 
usor c o s t s  i n  Ilast Africa, The project 's  in terna l  r a t e  of re turn  i s  

" rrpv appmxkPat~ly  15 percent. I n  addition, the road, i f  put i n  good 
a condition, would provide a r e l i a b l e  low cost  access-egress route. to  - Irr8e port ions of drought s t r icken tareas of Mali. . . .  . -  . . .  

* * ' .  . I . . 
Ihr U.S. eonuu'ltfng f fnn  of Louis Berger Inc., through negotiations 

' 

- with the Contractor Pizzagal l i ,  has  determined tha t  about $2,000,000 
- can be reduced frm tho $18,700,000 bid price i f  the qual i ty  of t he  
. miad i s  downgraded and tha contractors c red i t  squeeze i s  somewhat . . 

.alloviatad by an incraased mobilization payment a t  the beginning of 
---= ?-==- ,----construction.- A.1.D. has ten ta t ive ly  agreed t o  those modifications 

- and cxpcces thilt thayrrril l  c l so  be ac{aptobla t u  tlte Malian Govcrment 
M tbhs project  aoas forward. .. 

L '. 
Ihr rcdusch road standards wohd consis t  o f  the followi& major modifi- 
cnticrirk: . a  . . : 

L .  

(a) raducfna the standard of tho road from a hot mixed asphal t ic  - . 
mncrotn aurfnca t o  a double layer  surface txcntment; 

* *  '. 
(b) s t ab i l i za t ion  with 3 percent cement-in-place i n  l i e u  b£ a t  ' 

b mnfra l i c sd  ,mixins plant3 r 1 ,\. . . .. -. 
I 

- (a) cruuhed r i v k  bed screening i n  l i e u  of crushed rock 
I 

16er caarne .aRgrefjatoa. This solution would then allow the  Malians t o  
avnrd Piecogalli tha construction contract a t  about $16,700,000 with * 

the .lt3,00ODQ00 rcnvtnga t o  be used a s  contingency throughout the 33 nonths 
cctntrust period* ' I ,. @ , * ' ,  
An 8 k ~ r n e t L v e  t o  raconstructfon of the Bamako-Dougouni road a t  the , 

prsrrsnt t ime uonld,be incroaasd road maintanance. This is, however, : a 
l r e ~  Chon an optimum solution t o  the pr3hla1as fnccd by the  Covernqent i 

i e l  HaLi. for tho ~followfng 'roosons: The Faladie-Segou and Bnmnlco-Dougouni 
road linko uero conotructod i n  tlre aorly f i f  t i a s  and oro M n l i l s  oldest 
p u a d e a a d  link.. As r r a t t i c  has increased and heavicr trucks put in to  
wee, t i to  pavement oE both roads has  atar tcd t o  breakup, ncccs t i ta t ing  
Intonsrlva mnlntonnnca end p a r t i a l  xaconctruction. In  eevurhl sections, 



t h e  base and sub-lase a r e  s t r u c t u r a l l y  inadequate, and current  
maintenance works of. patchitig and sealiv; arc of'  l'im'ited e f fec t ive-  
ness. Should Mali not be ab l e  t o  reconstruct  the  Bamako-Bougouni 
road now, she runs t he  r i s k  of f u r t h e r  de te r iora t ion  of the  road t o  
t h e  point  where a completely new road would be required and continued 
l imi t a t i ons  on thc  s i z e  of veh ic lcs  which can t r ave l  the  route  due t o  

. severa l  one lane bridges between Bougouni and Bamako which cannot support: 
t h e  weif i t  of the  heavier  20-30 t rucks  now usin; the  route. I n  addition 
t o  increased maintcnance being only a very i h c r  t e rn  sol.ution t o  
Elalil s ovara l l  t ranspor ta t ion  p x o b l e ~ ,  s tudies  of West African trans- 
po r t a t i on  routes  show t h a t  stop-gap maintcnance on o lde r  roads i n  l i e u  
of rcconstxuction garisrally means higher vehicle operating cost  which 
i n  tu rn  increases  the  cos t  of del ivered goods. 



W R W  FOR AFRrCA 

DROUGIIT RELIEF ASSISTA2;CE 
FY 1975 ESTI~IZflED ODLICATIONS 

($000) 

Emergency 
Assistance 

Recovery and 
Rehabilitation 

Project 
~ssistance Country Total / - 

I 
central African Republic 

Chnd 1, loo 
2,000 Ethiopia 

Cambia, The 

' Ghana 

Guinea 

Kenya 

- Mali 
Mauritania 

Niger 

. Senegal 
:.T+inaanPa 

a/  Amounts shown under countries are commitments to date. - ~rnount under - 
Regional is availablefor reprograming as needed to meet emergency . 
requirements. . .  . . . . . 

. . :  . . .  . .. . . . . . 



Sumury Table of KEZ In t e rna t iona l  January 1973 cos t  es t imate  - Louir Brrgr r  
Inc., Hay 1974 c o s t  as t imate  and a c t u a l  b i d s  recaived ( i n  U.S. d o l l a r r )  i n  
&gum t 197 4. 

BAMAKO-BOUGOUNI ROAD 

Bid Items KeZ Estimate 
(Jan. 1973) 

h a c r  i p t  i on 

; Mobit i z a t  ion g/ 958,294 

General 2/ 220,688 

Earthworks 2,248,328 

Pavement 2,040,659 

Struct i . res  848,432 

Signal  i s a t  ion 72,231 

Tota l  6,388,635 

Berger 
Estimate 
(Hay 1974) 

P izzagal l  i Inc. Grove ' s 
Off e r  
(8/16/74) 

Offer  - 
(8/16/ 74) 

- 
1/ Tota l  not tak ing  i n t o  account i n f l a t i o n  s ince  March 1974 and reinstatement  of 
Eob i l i za t ion  cos ts .  
2/ Tota l  reduced t e l eg raph ica l ly  by $4,500,000 following n o t i f i c a t i o n  of reinstatement  - 
of mobilization-advance clause,  giving rev ised  t o t a l  of $21,202,533. 
31 Mobil izat ion a s  an advance was removed from the  cont rac t  documents a t  t he  time - 
the Louis Berger cos t  es t imate was being prepared and subsequently r e i n s t a t e d  in  
J u l y  1974 i n  t h e  hopes of a t t r a c t i n g  a s  many b idders  a s  possible.  
4/ This  category c o n s i s t s  of the  cons t ruc t ion  and r e loca t ion  of work camp housing - 
and o f f i c e s  a s  t he  p ro j ec t  cons t ruc t ion  advances, a s  well  a s  t he  provis ion and 
maintenance of U.S. vehicles.  
5J AS a  r e s u l t  of negot ia t ions  between t h e  Government of Mali 's  consul tan t  on the  
p ro j ec t ,  Louis Berger, Inc., and the  cont rac tor ,  t h e  cont rac t  p r i c e  w i l l  be reduced 
by at l e a s t  $2,000,0001 
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Sclcctcd Development' Problems Loans 
Under Consideration for M 3.975 Authorization 

($ in millions) 

Country 

AfRhanis tan 

. b a n .  - 
XaJakai Hydroelectric Amendment 

Central West Africa Mali Highway hendment 

Africa Regional Trans Cnm Road Amendment 
Tan Z m  Roed A i e n i k e ~ t  , 

nlca;ragua Managua ~econstruction 

Honduras Savings and Loan 

Korea 

Colombia 

Industrial StandoLuP 

Small Industries 

Total 



orrice or 
THE ADMINISTRATOR 

DEPARTMENT OF STATE 
AGENCY FOR INTERNATIONAL DEVELOPMENT PD-AM- b n  

WASHINGTON. D. C.  20523 

A.I.D. Loan No.: 625-H-007A 

Provided frun: Developnent Ican Fmds 
Mali: Highway Developnent: Fbad Maintenance I 

Pursuant t o  the authority vested i n  the Administrator of the 
Agency for  Internatianal Developrrrent by the Foreign Assistance 
Act  of 1961, as amended, (the "Act" ) , and delegations of authority 
issued thereunder, I hereby authorize an amendrrent to the above- 
captioned lcan t o  the Government of Mali (the "Borrmer") , which 
was established under P a r t  I, Chapter 2, T i t l e  I, the Developnent 
In;ur Fund, reducing the m u n t  of said loan f r m  N i n e  Million m l l a r s  
($9,000,000) to Three Million !LWo Hundred and Fifty Thousand Dollars 
($3,250,000) . The amended loan shal l  be used t o  a s s i s t  in financing 
the foreign exchange and local currency costs involved in procurement . 
of road nuintenance equiprent, and spare parts, and technical assistana 
for  the training of equiprent operators and mechanics and f o r  m s u l t i n ?  
services to road maintenance crews. 

The loan anmdmmt is subject t o  the f o l h i n g  t e rn  and conditions: 

1. Interest Rate and T e r n  of Eepayment. The B o m e r  shal l  
repay the loan to A.I.D. in United States D o l l a r s  w i t h i n  
forty (40) years fm the date of f i r s t  d i s b u r s m t  of 
the loan, including a grace period of not to exceed ten 
(10) years. m e  Bomcwr shal l  pay t o  A. I. D. in United 
States Dollars interest from the date of f i r s t  disburse- 
mt of the loan a t  the ra te  of (a) two percent (2%) per 
annun during the grace period, and (b) three percent (3%) 
per annm thereafter, on the outstanding disbursed balance 
of the loan and any unpaid interest  accrued therean. 

Source and Origin 

(a) Except as hereinafter provided, goods and services 
financed under the loan shal l  have the i r  source 
and origin in  countries incluled in Code 941 of 
the A. I. D. Geographic Code Book. 

(b) Consulting services, the road maintenance equipnent, 
and not less  than $300,000 of spare parts procured 
under the loan sha l l  have their souroe and origin 
in the United States. 



(c) Spare parts, and related services, i n  an m u n t  
not i n  excess of $800,000 hving their source and 
origin in Mi my be procured under the loan. 

(d) Based upon the justification se t  forth i n  the Project 
Paper and Action &norandun to the Administrator, the 
invoice l imitatim on single transactions involving 
shelf items imported from countries included in 
Cbde 935 of the A. I .D.  Geographic Code Book, as prescribed 
in  paragraph llB.3 of Chapter 11 of Handbook 15, is 
hereby increased from $2,500 to $25,000. 

(e) Based upon the justification in the Project Paper, I 
hereby determine that i n  order to assure interchange- 
ability and standardization, equi-t and spare parts 
may be procured under this loan, wi tbu t  cc~npetitive 
bidding, f m  Caterpillar Tractor Company and Allis- 
ChdLrrrers. 

3. The loan amendnwt shall be subject to such other terms 
and conditions as A.I.D. may deem advisable. 

~ / r (  !76 
Date 




