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AID-DLC/P-2044

June 7, 1974
MALAWI ROADS (PHASE II)

SUMMARY AND RECOMMENDATIONS

1.

2.

3.

. Borrower: The Government of the Republic of Malawi (GOM)

Loan Amount: $11,400,000

Terms:

a. Maturity: .Forty (40) years inecluding a ten (10) year
" grace period.

b. Interest: 2 percent per annum during the grace period,
and 3 percent per annum thereafter.

c. Repayment: Interest and principal payable in U.S. dollars.

Einancial Plan:

A.I.D. Loan $11,400,000
GOM Firancial

Coniribution 2,2&2,000

Total $13,649,000

Description of the ProJect: The proposed project consists of road

construction and construction supervision of the 78 mile Lilongwe-MchinJi,
Zambia Border Road. The construction phase will include upgrading the
existing earth-surfaced road to a bituminous road, realignment of a
section of the road, thereby reducing the road length by 4 miles to T4
miles and the construction of several bridges.

Purpose of the Loan: To finance all foreign exchange costs and a
portion of the local costs of the project.

Background 5 the Project: The Lilongwe-MchinJi, Zambia Border Road is

the main road through one of Malawi's most productive agricultural

areas and serves as the major Malawi-Zambia trade route and Zambia's
only access to Mozambique ports. The UNDP financed and IBRD implemented
a technical and economic feasibility study to determine the viability of
upgrading the existing earth-surfaced road to a bituminous road. The
study was conducted by Scott, Wilson, Kirkpatrick and Partners, con-
sulting engineers, and the EconomistIntelligence Unit, and was completed
in April 1973 and Justified improving the road. The GOM had already
requested, prior to the study, A.I.D. financial asslstance for road
construction and construction supervision for the project.
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Export - Impovrt Bank Clearance: Received June 6, 1974

Country Team Views: . Country team strongly endorses the project.

‘Statutory Criteria: Satisfied; see Annex I

Récomendatim_g: Authorization of a loan not to exceed $11,400,000
to finance oconstruction work and construction supervision of the /
Lilongwe-Mchinji, - Zambia. Border Road.

Capital Assisvance Committee:
REDSO@.A

Loan Officer: P. Guedet
_ Engineer: D. Gephart
Lawyer: W. Jones

ATD/M

Desk Offlcer: E. Gales
Engineer: P. Stearns
Lawyer: R. Johnson



I. INTRODUCTION
A. DeScrigtién of Project.

The Lilongwe-MchinJi, Zambia Border Road is a‘'78 mile road
located in central western Malawi, extending from Lilongwe, Malawi's
new capital, via MchinJi to the Zambian border. This road passes
through one of Malawi' s most productive agricultural areas ‘and also
serves as Malawi's major trade: route with Zambia. Additionally this
transport link is Zambia's only access to Mozgmbique Indian Ocean ports
since the clesure of the Rhodesian-Zambian border. This loan will
finance realigning, upgrading and paving the existing road, and supervisory
engineering services.

B. Backzround.

Malawi is a landlocked country extending over 540 miles from
north to south and less than 120 miles from east to west. It 1s bordered
on the east and south by Mozambique; on the northwest by Zambia, and by
Tanzania to the north and northeast. Malawi's population is estimated
at about 4.7 million and is increasing annually at 2.5 percent. Agriculture
contributes about 50% of the GDP with large farms responsible for about 11%
of agricultural production. Cash sales represent 28% of total agricultural
production and total production is increasing at 9% annually.

Since early 1971, the Government of Malawl has discussed with
A.I.D. officials the need to upgrade the Lilongwe-Mchinji, Zambia Border
Road. -Véhicla traffiec has increased substantially since moving the
caplital from zomba to Lilongwe and establishing closer commercial
connections wlth Zambia, especially since the closure of the Rhodesiu-
Zambia border,

The existing route 1s of substandard design on several sections
and consists of an earth surface which requires extensive maintenance.
‘The present alignment also crosses into Zambia territory for a short
stretch, thus creating potential border problems. In addition to
comnecting with the paved Great East Road on the Zambian border to Lusaka,
the route provides access to the towns of Namitete and Tembwe located in
an area of agricultural development.

This roed presently serves two Administrative Districts in Malawl,
including a large part of the Lilongwe District which includes the ITA
financed Lilongwe Agricultural Development Project and all of the Meninji
Distriet. Additionally it serves nearly all of Zambia's transit traffiec
which has an origin or destination.in the eastern region of Zamhia, as well
as some traffic with origin or destination in Lusaka or the copperbelt of
Zambia.,
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As a result of the recent Zambia/Rhodesia border closure this
road has taken on greater importance since the Zambia import and export
traffic requlires alternative transport routes to the ocean. The Mchinji-
Lilongwe road has been selected as one of Zambia's extermal routes to the
ocean. This route will provide for truck movements of cargo between Lusaka
and the Malawl railheads presently at Salima or Balaka, thereby providing
rallroad access to the ports of Beira or Nacala. . A paved road now exists
between Lilcngwe and Balaka so this route 1s primarily wsed rather than the
gravel Lilongwe/Salima route. A recent Canadian loan (CIDA) will finénce
rehabilitation of the Salima-Balaka rail line, purchase new rolling stock
ard construction of a new rail line between Salima and Lilongwe. Estimated
completion of the new rail road to Lilongwe is 1978. |

Both the GOM and GOZ are anxious to improve the alignment and
structure of the Lilongwe-MchinJi route to facilitate a more efficient,
economical truck transport link to the railhead. Also the GOM wants this
route improved to assist in the movement of agricultural products in the
Lilongwe area. :

This road is an important section of the traffic corridor between

Lilongwe and Lusaka, the capital cities of Malawi and Zambla, respectively.
The Lilongwe-Pbichinji-Zambia Border Road, will provide the shortest and
only route to the Indian Ocean Ports of Beira and Nacala for Zambia's

:\international traffic. Even in its unfinished state, this road has at

\Mtimes carried as much as. 19,000 tons a month of Zambian imports and

" exports. However, with closure of the Rhodesia-Zambia border, the paving
of the 400 mile road from Lusaka, Zambia to the Malawilan border now
completed, and with the newly constructed Zomba/Lilongwe road passing
through the new raill junction at Liwonde, this road effectlvely links Lusaka
and the copperbelt to Lilongwe and to the Malawian railheads and to the
Indian Ocean ports. In 1978 the Canadian-financed railway improvements
between Balaka and Salima and the new rail line between Salima and Lilongwe
should be compieted, including additional rolling stock. With these
considerable immrovements, including upgrading the Lilongwe-Mchinji Road,
this route wili be the shortest and least-cost route to the Indian Ocean
for Malawi-Zambia trade.

Due to the substantial increase in traffic, the existing road has
deteriorated to the extent of impeding traffic most of the time and making
the road impassable during the rainy season. This has resulted in excessive
maintenance experditures to operate an inadequate but critical transportation
route. .

The GOM officially requested A,.I.D., assistance for the road during
GM Ministry of Finance representatives' vislts to the United States in
April 1971 and again in October 1972. During this time the GOM received
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UNDP/IBRD finaacial assistance to employ Scott, Wilson, Kirkpatrlck ard
Partners (SWXP) to conduct ecanomic feasibility and engineering studics
on the Lilongwe-Mchinji, Zambla Border Road and the Lilongwe, Kasungu

and Mzimba Road. In January 1973, A.I.D. officially informed the GOM
that it would consider financing the final engineering and construction
of the Lilohgwe-Mchinji, Zambia Border Road if the feasibility studies
being prepared by SWKP Justified both upgrading the road and new
alignments for sections of the road. The study was completed in April 1973,
Justifying the economic viability and technical feasibility for improving
and realigning the road as well as emphasizing the road's essential
relationship to Malawi-Zambla trade and Zambia's access to ocean ports.
The study suggested two possible alignments. The first alignment was
improving the existing road, realigning it to take a small section of the
road out of Zambia. The second alignment was virtually a new road. In
August 1973, the GOM decided on the first alignment. In January 1974 a
lump sum engineering design contract was signed by the GOM and

Dahiel, Mann, Johnson and Mendenhall (DMJM). Work is well underway and
preliminary cost estimates for road construction were submitted to REDSO/EA
on May 6. The funds for final engineering design services were provided
under Malawl Roads Phase I (690-H-002) which also finances the final
engineering design, construction and construction supervision for the

52 mile Chikwawa-Bangula Road.

C. Relationship of Project to U.S. Assisﬁance Strategy

As the most populated independent, majority-ruled state in
Southern Africa, Malawl forms an important link in our strategy of
supporting econdmic development relative to the minority-ruled states
of the region. U.S. assistance in the transportation sector will assist
Malawil to further expand 1ts economic, social and political development.
Furthermore, the proposed project would complement the IBRD's (IDA credit),
Lilongwe Agricultural Development Project and provide Zambia with an
economical route to the Indian Ocean.

D. Borrower and Implementing Agency

The Borrower will be the Malawi Government (GOM), acting through
the Ministry of Finance. The Ministry of Works and Supplles, Roads
. Department will be the implementing agency. The main and secondary roads
are maintalned by the Roads Department and the minor roads are the
responsibility of the local authorities. Feeder roads constructed under
the IDA project are maintailned by the project manager.

E. Export-Tmport Bank Clearance

The Export-Import Bank's Board of Directors considered this
proposed loan on June 6, 1974 s and concluded that in view of *ne
need for local ccst financing and concessional lending terms, *he prsjezt
was not appropriate for Export-Import Bank financing.



II. Technical Analysis

A. Detailed Description of. the. Lilongwe-Mchinji Zambian Border ProJject.

1. Location. The roaa is a T8-mile east/west section of the Malawl
road system designated route M-4. The road startlng north of Lir: Lown ol
Lilongwe, extends west from its Junction with existling roule M-1 78 miles
to the Zambian Border, passing through the towns of. Namltete, Kamlendo and
Mchinji. The project follows the existing route M-4, from the Junection of
M-1 to the town of Namitete (30 miles), then by new realingment (24 miles)
from Namitete to the town of Kamlendo, and then by the existing road from
Kamlendo to Mchinji and the Zambian Border (20 miles) for a total length of
approximately 74 miles. The proJect traverses flat to slightly rolling
terrain throughout at an elevation varying from 3,500 to 4,500 feet above
sea level. MaJor stream crossing at the Bua and Namitete Rivers will be
made. The road improvements will consist of approximately 24 miles of
construction on new location and 50 miles of reconstruction on existing
location, resulting in a distance saving of about 4 miles from the present
existing route. The new location will provide for route M-4 to be totally
located withir the country of Malawl, as a portion of existing M-4, between
Namitete and amlendo now infringes on the border of Mozambique and for
approximately a 4 mile strip enters the Republic of Zambia.

The drainage requirements of the road are standard, and will
require culveri cross drainage and the construction of five short span
bridge structures. Portions of the present roadway lie below the adjacent
ground thereby requiring the construction of a shallow fill embankment
section as parl of the reconstruction and minor relocations of the existing
route,

B. Engineering Design Services.

1, Background. In early 1972 the Government of Malawi (GOM)
requested UNDP to filnance a feasibility study for the improvement of a
78 mile route in central Malawl extending westward from the Capital of
Lilongwe threugh Mchinji to the border with Zambia. The IBRD in
administering the UNDP grant, contracted with the firms of Scott, Wilson,
Kirkpatrick & Partners (SWKP) and The Economist Intelligence Unit to
carry out the engineering and economic investigation respectively.

This study was completed in April 1973 and was the basiz for
the final design engineering as performed by the U.S. consul=an: fim
Daniel, Mann, Johnson and Mendenhall (DMJM), financed under A.I.D.

Loan No. 690-H-002.

2. Firal Des Details. This work 1s being performed by DMJM
under a GOM/EMJM contract financed by A.I.D.

Design standards were initially established by the GOM as
agreed by A.I.D., to have a roadway constructed to a Malawi Class I Standard.
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The Class I Standard provides for an asphalt surfaced roadway of 22 foot
width with two 5 foot select material shoulders. These widths are
compatible with U.S. standards for design of rural highways carrying -
similar traffic volumes. The pavement structure will be designed for the
total equivalent number of 1800 pound axle loads which according to the
estﬂnated traffib jections,’ are expected to occur over a 20 year

'In the flat to slightly rolling terrain there are no
vertical aligument restrictions and grades are less than 5 percent., The
design for horizontal alignment will provide for a design speed of
‘60 m.p.h. (100 k.p.h.) The project will generally be a "borrow" type
embankment comstruction to place the finished roadway above the existing
ground level. The embankment height will vary in order to clear cross
drainage culverts and provide adequate structural support over areas
where swampy ground and unstable solls conditions may exist. Pavement
designs are based on the British Road Research Laboratory Report ILR-279
and the Asphalt Institute Series MS-1 dated December 1969.

The type of pavement structure being considered by DMJIM
consists of gix inches of select borrow subbase material overlain by
six inches of cement treated base material, with a wearing surface of a
double bitumir.ous surface treatment.

The section of existing asphalt surfaced roadway (4.4 miles)
at the east end of the project, which 1s being investigated for bearing
capacity will receive an asphalt overlay of 4.0 to 4.5 inches of sand-
asphalt mix providing indicated sand deposits now being investigated are
available in sufficient quantity to allow for this type mix.

Quality control of materials will be based on testing procedures
in accordance with the American Society of Testing Materials (ASTM) and the
American Association of State Highway Officials (AASHO) standards.

3. Alignment. The new alignment of the roadway, both horizontal
and vertical, will reflect better than minimum geometric standards for a
design speed of 10O k.p.h. (60 m.p.h.) The Eastern portion of the road,
from Junction M-4 with M-1, lies on flat to slightly rolling terrain
with curves of less than 2 degrees. Three stream crossings are proposed
in the Lilongwe-Namitete section (30 miles) being the Ntipwe River,
Kakuyu River, with new structures planned for these crossings. This
section of road closely follows the existing route M-4 with slight
deviations to obtain good horizontal geometrics. The new location
(24 miles) from Namitete to Kamlendo follows the natural ridge line,
along flat to slightly rolling terrain. Two river crossings are proposed
on this section, being the Bua River and the Likosi River. From Kamlendo
to .the Zambian Border (20 miles) the alignment follows the existing route
M-4 on generally flat to slightly rolling terrain. Existing bridge



-6 =

structures for five river crossings and crossroad drainage culverts will
be utilized. Vertical alignment throughout the 74 mile section exceeds
the minimum geometric requirements for the 100 k.p.h. design speed.

4. Bridges. The reconstruction and new roadway alignment will
provide for the construction of five bridges, from 45 to 315 feet in
length. Two or' these bridges will be on new location. Structural desisn
of bridges will be based upon the AASHO H-20 Design Loading, and is adequate
for estimated traffic loads on class I roads. Bridges will be designed to
provide a 23 foot wide roadway with 3 foot walkways on both sides. This
later provision was recamended by DMM following field investigations which
showed a high volume of pedestrian and bicycle traffic.

All bridges will be of a standard type of construction
consisting of a cast-in-place reinforced concrete deck placed on steel
beams resting on concrete abutments. For purposes of estimating the
costs, all abutments were considered to require a foundation of steel
shelled, concrete filled plles. The actual extent of pilling required
will be determined by soil borings taken at all bridge sites. Steel
beam and slab construction is particularly adaptable to this project as
they are quicxly erected and require a minimum of falsework.

C. Engineering Services.

Supervisory Engineering. Supervisory Engineering services will
be provided by a U.S. consultant firm. It 1s anticipated by the GCM that
the services ol DMJM, now doing the final design, will be retained to
provide the Supervisory Engineering and construction inspection during
the construction phase., These services would be covered by a time-rate,
lump sum contract between the consultant and the GOM.

The supervisory work will be carried out by expatriate engineers
as well as locally hired technicians 1f avallable. It 1s estimated that
the time-rate, lump-sum, supervisory engineering contract will cost
$890,200, based upon an estimated construction time of 30 months.

The construction of the projeet (74 miles) is estimated to take
30 months due to the two rainy seasons during each of which four to five
months of construction work would be curtailed. This will provide three
working seasons for the contractor to complete the work, including a
mobilization period of four months.

D. Construction Services.

Construction of this preoject is expected to be carried out by a
U.S. or other Code 941 Contractor prequalified for bidding following the
A,I.D. prequalification procedure. A prequalification notice will be
published in the Commerce Business Daily and other appropriate publications.
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Bids for this project will be prepared on a competitive unit prlce busls.
with award to the lowest responsive bidder. It is expected thal the
present A.I.D. financed-on-going constructlon of the Chlkwawa-Banguln
Road in Malawi, with its six prequalified U.S. contractors will preucnt,
an incentive for the same U,S. firms to bid on this project.

) U.S. procurement of steel beams, reinforcing steel, culverting
and construction equipment is anticipated. These materials and equipment
as well as POL and other plant equipment can be mobilized to the site by
rail through Mozambique from Beira or Nacala to Salima or Balaka in
Malawi, thence by road to Lilongwe. Other possible mobilization routes
by road and rail are through Tanzania and Zambia.

E. Cost Estimates.

Construction costs were developed on a unit cost basis by the
consultant's analysis of the Ministry of Works' construction records
and the consultant's most recent cost analysis (April, 1974) and
projections of costs (June, 1975) for the 52 mile construction of the
A.I.D. financed Chikwawa-Bangula Road in Southern Malawi. Caiculatiors
for quanitities orf work 1licms were based unon tihie follawing.

1. Motilization. Mobilization calculated on a lump sum basis
taking into account existing equipment, material, and shipping costs
and the time factor to complete mobilization requirements.

2. Earthwork and Subbase. The majo~ity of earthwork construction
cansists of f1iXl for the embankment and a topping of select material subbase.
The consultant is investigating the availability and quality of materials
from sites adjacent to the route. Following preliminary site investiga-
tions to determine the quantity and quality of the materials, and computing
average haul distances to embankment placement sites, the estimated costs
of these items were established.

3.. Pavement (base and surface). Material sites have been
tentatively identified for source of base and surfacing materials.
Quantities have been calculated for a 6" thickness of cement stabilized
g avel for the base and for an asphalt prime and double surface treatment.

4, Structures. DBridges were estimated on a linear foot basis
using the cost of standardized steel beam, slab material components,
standard pile lengths and the estimated number of lengths of spans of
the structures.

5. Cuiverts. From the review of the SWKP report and additional
field and topogrsphy investigations the consultant obtained data concerning
flooding, rainfali, and catchment areas from which they calculated the
expected water rmunoff. From these runoff data and stream flows the
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necessary culvert or structure opening and site location requirements were
determined. For minor drainage structures (culverts) the consultant used
recently obtained prices of culvert materials and placement costs to
estimate the 2oats of culvert construction.

6. Miscellaneous. Costs fqr'roadway.clearance, maintenance
of traffic, signing, camp operations, vehicle support etc. were calculated
on a lump sum basis from recent cost projections made for the Chikwawa-

‘dangula Road.

T. Rizht-of-way-costs. These will be assumed by the GOM and
are included as a Malawian contribution. ' :

8. Engineering Construction Costs (June, 1975)7 -Summary
breakdown as follows:

Note:

‘FX Cost. Local Cost Total Cost
(a) Mobiliization and General $ 923,000 $ 540,000. $1,463,000
(b) Earthwork
Embankment 1,158,300 505,400 1,663,700
Subbase 657,500 294,800 952,300
(c) Pavement (base & surface) 3,021,400 1,283,200 4,304,600
(d) Structures (bridges) 427,500 174,600 602,100
(e) Culverts 99,600 28,700 128,300
(f) Miscellaneous 397,500 123,000 520,500
Sut-Total $6,684,800 $2,949,700 $9,634,500
15% quantity contingency 1,002,700 442,500 1,445,200
Total construction cost $7,687,500 $3,392,200 $11,079,700
15% Cost escalation (June 1976) 1,153,200 508,900 1,662,100
Estimated total
construction cost $8,840,700  $3,901,100 $12,741,800
Engineering Supervision Cost 700,000 132,000 Z32,000
(man months) 162 expatriates
600 locals
7% escalation cost 49,000 9,200 58,200
Sub-Total 749,000 141,200 890,200
Estimated Total Project Cost $9,2825Z00 $41042,300 $13,632!OOO

Malawi Kwacha 1.00 = U.S. $1.20.
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'D*ﬂah:vecostestimteimhﬁaam%cmtingencyhopmjectcost
to June 1975, the beginning of the road comstruction. The constxruction cost
price index has risen over the past two years in excess of 12% per year with
POL. prices rising in excess of 75% over the past year. Oonsequently a 158 cost
escalation is also applied to cover possible cost increases to Mune, 1976, the
mid-goinﬁaﬁttheconstrucuonperiod
enance.

The Roads' Department, within the GOM Ministry of Works and
Supplies (MOWS) is responsible -for maintaining tlie Malaw! road system.
The Ministry has a competent staff of expatriate and Malawian engineers,
skilled laborers, and equipment operators to maintain Malawi's road network.
The Malawl rcad network for paved all weather roads 1s Iincreasing at the
rate of 16 percent per year and takes an increasing and important portion
of the Roads Department annual budget. The MOW's annual budget is sufficient
for required roasd maintenance work. The Ministry of Finance considers
the MOW's road maintenance work an important factor in preventing major
and costly road repairs.

The MOW's road maintenance equipment section has been strengthened
by the past (1970) addition of $2 million A.I.D.-financed equipment (used
on the Lake Shore Road Construction Project) made available to the
Roads Department to carry out maintenance of the Malawi Road system.

The road and pavement design for the proposed project should
require a minimum of maintenance for the first five years following
construction. Maintenance required during this period will consist
principally of normal routine maintenance of hand labor for clearing of
shoulders and shaping of ditches and Zulvert entrances and minor patching
of roadway surface. The MOW has the capability to carry out maintenance
of bituminous surfaced roads as-evidenced by the recently completed
bitumen surfacing and chipping of the 126 mile Lake Shore Road while
concurrently maintaining some 774 miles of asphalt roads within the coun<try.
This work is carried out by MOW forces and equipment. In view of the
foregoing there is every reason to believe the project as’ proposed can be
efficiently ma.ntained by the GOM.

G. Labor Intensive Considerations.

During the final design stage the consultant 1s considering the
applications ¢f labor intensive methods for the construction phase of
this proJect. It was concluded that labor intensive methods are feasible
for clearing of right-of-way, bridge construction, culvert installation
and miscellanecus work such as signs installation, camp construction,
rip-rapping, culvert and bridge slopes, etc. It is anticipated that the
contractor will utllize, to the extent available, local labor for these
operations.
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Conversely all earthwork, subbase, base and surfacing will be
constructed by capital intensive methods. This is due to the haul
distance, material preparation, compaction requirements and olher
specificaticn control requirements governing the construction of the
base and surface courses which cannot be met by labor intensive methods.
This also applies to pile installation, concrete mixing and specific
operations reliated to the installation of structures.

The bid documents for canstruetion of the project will be based
on end result spacifications with the contractor having the flexibility,
in terms of bidding, of determining his least cost approach to meet the
Job requirements without undue restrictions and constraints. Therefore,
it is left to the cantractor to determine the extent of using labor
intensive methods versus capital intensive methods in order to allow
his firm to submit the lowest responsive bid.

H. Technical Soundness.

In early 1972, the GOM requested UNDP to finance a feacihility
study on the improvement of the 78 mile route (M-4) from Lilongwe through
Mchinj1 to the border with Zambia. The IBRD in administering the UNDP
grant, contracted with the firms of Scott, Wilson, Kirkpatrick & Partners
(SWKP) and the Econhomist Intelligence Unit to carry out the preliminary
engineering and economic feasibility investigations. This study resulted
in the SWKP Report "Study of the Lilongwe-Mchinji Border Road and the
Lilongwe-Mzimba Road" dated April, 1973.

After reviewing the SWKP report and deciding on the ap .iopriate
alignment, the GOM signed a contract with the U.S. firm of
Daniel, Mann, Johnson and Mendenhall to carry out the final road design
and preparation of IFB documents for construction of the route.

An analysis of the construction cost data based on the methodology
used by DMJM In developing these costs was made and summarized in Section "E"
above. The engineers contingency factor of 15 percent included in the
construction costs is based on recent experience on road projects in
eastern and southern Africa. It is believed that the cost estimates are
reasonably accurate within the intent of Section 611(a) of the
Forelgn Assistance Act of 1961, as amended. Similarly, the technical
and economic lavestigations associated with the development of this
project were found to be acceptable and sufficient to provide the basis
for subsequent construction.

I. Implementation Schedule.

The construction period, as noted in Section "D" allows 30 months
including an estimated 8 months of curtailment due to the rainy season.
It is to the advantage of the GOM as well as A.I.D, that construction
services be initlated as soon as possible to facilitate Iimplemertation
of the project and minimize. price escalatioen.
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The following schedule 1s proposed:

1.  Authorize Loan June, 1974
2. Sign loan Agreement July, 1974
3.  Prequalify Construction Contractors Sept. 1974
. Completion final design and -
Preparation IFB documents Nov. 1974
5. Issue iFB documenté Dec. 1974

Open Bids (60-day period)

Execute Engineering Supervision
Contract

Feb. 15, 1975

March, 1975

8. Award Construction Contract March 15, 1975
9. Contractor Mobilize (90 days) April, 1975
10. Start Construction June, 1975
11. Complete Construction Oct., 1977

I1I. ECONOMIC ANALYSIS

A. Transport Sector.

Malawi 1s a physlcally small landlocked country with a total
area of 45,747 square miles of which Lake Malawl occuples approximately
one-fifth. Its length and its lake lie north-south, which encourages a
natural emphasis on longitudinal lines of intermal transport. The lack
of an indligenous sea outlet requires considerable transportation
integration with Mozambique. Malawi's location also provides potential
benefits from Zambian and Mozambique transit traffic. 1In the former
case, such trade ia the past has proved to be more a function of short
term political 2xpediency than of economics. However, now with the
closure of the fhodesian-Zamblan border and given medium to long <=r=
effective pursults of internal transport efficiency, Malawi ils well
situated to become a least-cost link in Zambia's intermational *rade
network.

The transportation infrestructure that Malawli inherited at the
time of independence was incapable of handling the volume of goeds
produced by Malawi. The need for new and improved roads was widespread.
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Since independence considerable road construction and road improvements
have been effected. -Although there is still serious pressure on the
transportation system in specific areas, many of the necessary road
improvements have been completed. Between 1964-1971 the GOM committed
$62.5 million or over one-third of its development budget to the
transportation sector. For the 1974/75 budget year, the GOM allocated
$7.1 million, representing 29 percent of the development budget.

Historically, the central core for commodity transport for
Malawi has been the rallway with the road transport industry providing
a feeder service to the railway. This general distinction between long
haul rail service and feeder-service road transport has decreased
considerably since independence. This development has occurred because
of a number of interrelated factors, particularly the removal of the
railways special preference along scheduled routes in 1966 and the
accelerated increase in road transport capacity that was both a cause and
effect of this change. Rail, however, will continue to remain the sole
practical outlet to the Indian Ocean ports of Nacala and Beira.

Roads. Malawi's total road network consists of 6,756 miles of
which 7TF are bitumen, 315 gravel and 5,667 miles of dirt roads. These
routes are connected to focal points at Blantyre/Limbe in the south and
Lilongwe in the central region. Road development strategy has partly
followed a north-couth direction conforming to the physical design of <he
country. There are still some missing links and inadequate sections are
being given high priority by the government. The principal road links with
adjacent territories are south-west to Rhodesia, (M2) and the proposed road
running north-west from Lilongwe to Zambia (M4). The existing network of
feeder roads, (principal function is to facilitate the despatch of
agricultural produce from farms or estates to markets) is mostly low grade,
earth surfaced with limited drainage and sub-standard bridging.

Road Transport. The number of vehicle licenses issued increased
at an annual rate of 6.0 percent between 1964-71. The annual rates of
increase In licenses issued for cars, light commercial vehicles and
large commercial vehicles (excluding motor cycles) were 4.3 percent,
8.1 percent and 8.6 percent respectively.(Sce Annex III.)New registrations
of all vehicle types (excluding motorcycles) increased at over 6 percent a
year, but there were significant variations between different classes
of vehicles., For example, new registrations of cars were relatively
static over the 1964-T1 period, but the rate of increase for light commercial
vehicles was Just under 7 percent a year. The largest increases were in new
registrations of larger commercial vehicles.

Commercial vehicle ownership is dominated by four transport
companies, United Transport (Malawi) Limited and Road Motor Services are
the largest, controlling 30 percent of the total road haulage capacity.

The other two mein freight companies are Press Transport Limited and
Roadmarc which is jointly owned by Road Motor Services and the Agricultur=zi
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Development and marketing Corporation (ADMARC) and carries agricultural
produce for ADMARC. Besides the four main haulage companies, there are
about six small companies each with 8 to 15 trucks. Numerous small.
operators owning only one or two vehicles account for the industry's
remaining capacity.' Amnex IV indicates numbers and capacity of the
licensed commercial vehicle fleet in Malawi.

Rail Service. The Malawi Railway system 1s 3'6"gauge runnihg:
southward fran Salima in the Central Region through Balaka, Blantyre, and
NsanjJe, Malaw’‘s southern border with Mozambique. This Rallway line also
extends 62 miles eastward from the main line, at eleven miles south of
Balaka (Nkaya) %o connect with the Mozambique Railway line to Nacala.

These lines cormect with Mozambique Railways which terminate at efficient,
deep: water ports of Beira and Nacala. The rail mileage between the Malawi
border and Beira is 206 and from the border to Nacala 384 miles. Rail
mileages from Salima are 496 miles to Beira and 554 miles to Nacala. The
Balaka-Salima section (97 miles), is being rehabilitated and also construction
is under way for a new 86 mile rail line between Salima and Lilongwe, both
financed by a $20 million Canadian loan (CIDA). This loan will include
equipment and a $2.3 million grant to finance technical personnel through
1978 when the Balaka-Salima improvements and the new rail line to Lilongwe
are completed. This 1is the second Canadian loan for railway improvements.
The previous loan was in 1971 for $2.5 million to purchase four heavy-axle
locomotives, which are on site and in operation.

The British have provided a $2.7 million development loan which
is being disbursed over a 5-year period (1971-1975) for the improvement
of  the railway petween Balaka and the southern border. The GOM is
contributing $300,000 from its own resources for this project.

TABLE I, ANNUAL GROSS OPERATING SURPLUS AND TONNAGE CARRIED BY MATAWI

RAIIHAYS
(In Thousands)

Gross Total Zambian Excluding

Surplus Tonnage Traffic Zamblan Traffic
1966 $ 1,811 765 73 692
1967 2,339 939 116 823
1968 1,807 1,039 104 935
1969 882 995 9 986
1970 1,174 1,069 7 1,062
1972 1,367 1,096 7 1,089
1972 1,114 1,164 6 1,158



body, operate
schedules (bot ~
cover the central and northern regions. The airline also
international services from Chileka to Salisbury, Belra,
Nairobi, Seychelles and Johannesburg. Air Malawi's fleet
3 of two Viscounts, two Hawker Siddeley T48s, two Britten Norman
'3 and a BAC 1-11. The construction of a $320,000 maintenance
Chileka Alrport has allowed Air Malawi to undertake maintenance
r of 1ts own aircraft fleet but also those of visiting airlines
111y based light aircraft. Several international airlines
Malawl. At present there 1s no evidence of any unfulfilled demand
irnal or external air service. Air Malawi is producing a workable
ating surplus.

Lake Service. The Lake Service has been operated by Malawl

i Ltd. since 1953, although full ownership of assets was only

. in 1969. Its primary function has been to serve the transportation
' the northern region. The principal lake service fleet consists of
ps. In addition, there are five tugs, six barges and several oill

. Lake Service headquarters is at Monkey Bay, where dockyard and
cilities exist. The only other port facllities are at Chipoka -
ent rail/lake interchange point and Khata Bay. The Lake Service
ealize an $89,000 profit for 1973, however, from 1964 to 1972 it
.at a defieit. Lake Service tonnage grew from 13,800 tons and
assengers in 1964 to 35,000 tons and 130,000 passengers in 1973.

Road Related Agricultural Sector

The vast majority of Malawi's 4,7 million population depends
livelihood on famming. Out of an economically active population
ximately 1.5 million, it 1s estimated that approximately 900,000
and their dependents derive their income from small-scale

ure (250,000 are in paid employment in Malawi and about 300,000
ing in neighboring countries). Agriculture accounts for over

nt of total exports, which in 1971 amounted to $66 million and
nated at $75 million in 1973. It is in this sector that the
development effort is being concentrated. In order to increase
ural productivity the GOM, with the assistance of the IDA, is

z productive agricultural projects such as extension and marketing
1s and constructing farm-to-market feeder roads.
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Between Lilongwe and MchinJi the road passes through one of the
most- productive agricultural areas in Malawi.” The Lilongwe Plain is
the largest maize growing area in the country and it 1s also the source
of a large p*oportion of Malawi's exports of groundnuts and tobacco.

In 1970 this area produced approximately 60 percent of the country' s
gross maize surplus. Top priority is being given to. increasing
agricultural productivity through the establishment of agricultural
proJects and settlement schemes.

The IDA has been involved in the Lilongwe Development Project
since 1968. in initial $6.million covered the financing for the first
four years of the 13 year program for the Integrated development of
agriculture on about 1.1 million acres of land around Lilongwe. Field
development was completed ahead of schedule in September 1971 and the
funds were fully disbursed. All aspects of the project have progressed
satisfactorily and crop ylelds have met the original goals. Some 24,009
farmers have received seasonal credit with loan repayments in excess of
96 percent. Also a good network of feeder roads was constructed. Because
of the success of this project a $7.3 million Phase II project was
initiated in 1971 providing assistance to an additional 28,000 farmers.

This integrated smallholder project provides for a complete feeder
road network, a soll conservation system of mechanically constructed
terraces, marketing centers, credit, land registration and extension
advice, The major crops are maize, groundnuts and tobacco, and a
breeding ranch is operated to supply feeder cattle for a cattle fattening
program. The projJect has been successful in reaching a large proportion
of farmers, achieving substantial yield increases for maize and groundnuts,
and in obtalning excellent repayment records in its credit operations.

The project has proven so successful that a third phase is being planned
which will add a new four year program estimated at $13 million for early
1975 implementation. This phase will include 211,000 acres, 23,000 farm
families and construction of 295 miles of feeder roads, 1,075 miles of
diversion ditches and 160 miles of waterways.

C. Mslawi-Zambila Trade.

The trade between the two countries is modest due to both countries
having similar agricultural structures and also Zambia's exports are
predominantly minerals. In 1971 Malawi's imports from Zambia were valued
at $3.7 million or 4 percent of total imports. When examining Malawi's
exports, Zambia trade is of greater importance, being valued at
$5.3 million and representing 5 percent of Malawi's exports in 1971.
Zambia's exports to Malawi consist of pipe tobacco, groundnuts and tobacco
for re-export through Mozambique. Malawi's exports to Zambia are more
significant and the main items are sugar, cattle cake, fish, dried
vegetables, tea, rice, and re-exports of fuel and salt. There are also
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occasianal. but “large, shipments of maize and flour. The majority of
Malawi's exporis to Zambia consist of re~exports of fuel. The :
Zambian Government mekes special provisions for. the ‘Eastern Province

of Zambia to be'supplied by Malawi. All of Malawi's fuel re-exports and
at least half' of the other goods are to the Eastern.Province. See
Annex V for an itemized account of Malawian imports and exports Lo,
Zambia for the years 1968 through 1971..

Malawi-Zambian trade should increase due to the Zambian policy’
of intensive agricultural, industrial and tourist development of the
Eastern Province.. This includes constructing four new game lodges with
150 beds each, in the ILuangwa Valley National Park, the first to be
completed in 1974/75. The effects of this intensive development policy
should increase Malawian exports of raw materials such as fuel and anima
feeds. Also the development of Lilongwe should encourage greater trade
with the Eastern Province since it will be the nearest maJjor service and
social center to Eastern Zambia. The Easterm Province of Zambia will
continue to depend on Malawi in view of its lack of rail access and
remoteness from Lusaka and the @opperbelt. Ammex VI indicates the
actual trade ia 1971 and proJected growth in commodity trade between
Malawi and Zambia for the years 1974 through 1993.

D. Zambian Transit Trade.

Trke Llilongwe-Mchinji, Zambia Border Road is the main road link
between Malawli and Lusaka, Zambia's capital, and the copperbelt in
Zambla. This road is also the major connection to the present railheads
of Salima and Balaka (in 1978 Lilongwe will be the main railhead) which
connects to the Mozambique raillway and to the ports of Beira and Nacala.
This route has assumed a greater importance since Zambia decided to
discontinue using Rhodesia's railway for its transit traffic and the
subsequent closing of the Zambia~Rhodesia Border in January, 1973.

Zambia's average total monthly trade in 1972 was 120,000 tons of
imports (1.4 million tons for the year), excluding pipeline traffic.
Prior to January 1973, thils traffic was carried on four main routes;
Rhodesia railways (75,000 tans/month), Zaire (17,000 tons/month),
Tanzania (25,000 tons/month), Malawi (2,000 tons/month) and by air
transport (1,000 tons/month). Zambia's exports were 785,000 tons
in 1972 (65,000 tons per month) and are estimated at 895,000 in 1974.

In 1972 the exports consisted of 700,000 tons of copper and 25,000

tons of lead end zine. Since Zambia's total import tornnage is greater
and more bulky than the exports, alternative routes carrying the monthly
imports will obviously have the capacity to carry the exports. These
routes will have to absorb 75,000 tons of monthly imports that wnre
previously carried by Rhodesia railways.
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In March 1973, a United Nations team visited Zambla and
assessed the transportation problem resulting from the Rhodesia-Zambia
Border closing. After reviewing the capacity of the normally travelled
routes and the capablilities of the equipment being used, 1t was
determined that these different modes of transport with improvements
and additional equipment, could assume the 75,000 tons normally carried
on the Rhodesian rallways. See Annex VII for breakdown of revised
Zambian trade tonnage for the alternmative routes.

In order for Malawi and Tanzanla to effilclently carry a portion
of the 75,000 tons a month, extra equipment 1s required and rehabilitation
must be completed on certain sections of the routes. Meanwhile, Malawl
and Tanzania have already assumed the additional transit traffic but
under difficult conditions and inefficient operations. Presently only
the railway through Zaire is transporting the revised monthly requirements
of 23,000 tons of imports and 38,000 tons of exports. See Annex VII.

In March 1973, the Malawian and Zambian Governments met and agreed
that the Lilongwe-Mchinji, Zambia Border Road would become an important
alternative route and Zambia would increase its monthly transit traffic
to the Mozambique ports. The two Governments agreed that this route
would carry 34,000 tons a month of Zambian goods (not including
existing Malawi-Zambia trade) consisting of 7,000 tons of exports and
27,000 tons of imports. In 1973, Zambia's lead and zinc exports were
transported through Malawl to the Beira Port. This export item represents
the 7,000 tons a month agreed to between Malawl and Zambia in March 1973.
In addition to these exports, an estimated 9,000-12,000 tons of imports
per month were shipped through Malawi in 1973.

If Malawi is to efficlently transport 34,000 tons of Zambia goods
a month (7,000 tons exports and 27,000 tons imports), it must alleviate
four existing transport impediments. These include improving the
Lilongwe-Mchinji Road, upgrading the Lilongwe-Salima rocad or extend the
rallhead from Salima to Lilongwe, rehabilitate the Salima-Balaka section
of the rallway and add ancillary railway equipment. Througn the Canadian
loan, both the Salima-Balaka railway section and the new railhead to
Lilongwe, including some new equipment, will be ready by 1978.

When tnese major transport improvements are completed, Malawi
will offer Zambza one of the two least-cost links (other is Zaire/Anzola
route) to ocean ports. It will be Zambia's shortest route to an oceaxn
port (1,052 miles to Beira and 1,110 miles to Nacala) compared to nearly
1,400 miles to Dar es Salaam and Lobito. And with the exception of Lobito,
the Mozambique ports are more efficlent, less congested and port charges
considerably less expensive than at Dar, In fact, Dar es Salaam port has



- 18 -

recently increased port charges by over 400 percent from last year

and vessel: walting time ranges from three to four weeks. During 1973,
Dar es Salaam port handled an average of only 23,000 tons a month of
Zambian copper. ‘This amount is less than halft of the estimated 65,000
tons per month that was estimated by the U.N. team in order to assist
Zambia. See Annex VII. Due to these difficulties, Zambia may start
shipping 10,000 tons of copper per month through Malawi and also
increase its copper exports through Zaire to Lobito.

E. Requirements and Justitication for Road.

The growth of Malawl's economy 1s dependent on the availability
of an efficlent and reliable transportation system. This 1s particularly
so In relation to a good road network and railway system since Malawi,
being both landlocked and dependent on an agricultural eccnomy, relies
on roads and railways to provide the only satisfactory means of moving
its agricultural products to domestic markets and also for agricultural
exports to the Indian Ocean ports of Beira and Nacala.

Improved transportation facilities are needed not only for the
more efficlent collection and distribution of agricultural produce and
merchandise tut also to support the GOM efforts now being made to develop
the tourist industry. Lake Malawi has a number of resort hotels that
offer water sports and fishing; but these are of little economic benefit
unless adeyuate all-weather roads are avallable to these areas. A
sizeable portion of tourists visiting these resorts are from Zambia.

The SWK® report projected conservatively that the "normal'
traffic (trafric not including Zambia transit traffic) is estimated to
grow at 9 perceat annually. The economic and technical feasibility
study prepared by SWKP determined that the Lilongwe-Mchinji, Zambia
Border Road 1s economically viable, yielding an internal rate of return
in excess of the 12 percent opportunity cost of capital in Malawi.
Furthermore, the study Jjustifles the technical feasibility and the
geometric standard of an all-weather road. The IDA has and will continue
to establish a network of feeder roads in the area. And under present
plans, the rallway 1s being extended from Salima to Lilongwe.

Recently the Lilongwe-Mchinji, Zambia Border Road has been
impassable due to heavy rains causing trucks to be mired on the road.
Reports indicate that in one day 32 trucks were immobilized on various
parts of the road because of quaggy road conditions. At other times,
especially during the dry season, the road corrugation and dust creaze
dangerous driving conditions, accompanied by vehicle delays amd high
operating costs.
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The Malawian transit check station positioned ‘a few miles
wegtward from Lilongwe 1s recording 140 heavy commercial vehicles
(7-20 tons) a day on the Lilongwe-Mchinji, Zambia Border Road. This
increasing volume of traffic coupled with deteriorating road conditions
and favorable =conomic indicators attests to the need and Justification
for upgrading the road. Transportation plays a critical role in a country
so largely dependent on smallholder agriculture and attempting to accomodat
Zambla transit traffic,

. F. Econonic Evaluation

Two factors are based on the economic viability of upgrading
the road. These are road user savings and road maintenance cost savings.
Both normal traffic and Zambian transit traffic are included in these
computations. The SWKP report stated that although the road will benefit
the area by providing savings in vehicle operating costs no significant
new benefits couvld be attributable to an improved road for purpose of the
benefit-cost analysis. Few if any possibilities of large scale induced
production are likely to materialize due to upgrading the road. Although
conditions of' the road are poor and deteriorating, this does not discourage
production in the area and utilization of the road. The area 1is densely
populated (20C-300 per square mile) with nigh agricultural productivity.
The road benefits will be reduction of vehicle operating cost and road
maintenance cost.

1. Existing and Projected Traffic. The average total daily
traffic count for this road at several census points in October and
November 1972 (before the Zambia-Rhodesia border closure) was 124 vehicles.
Since the count was conducted in 1972 and past vehicle counts indicate a
substantial increase in excess of nine percent, the estimated 1974
average daily traffic (ADT) of 244 vehicles (includes 98 Zambia transit
vehicles) for the 78 miles (73.4 earth surface and 4.4 miles paved) of
existing road appears reasonable. As already indicated, a current
traffic count recorded 140 heavy commercial vehicles per day. Heavy
vehicles in the 1972 count represented 34 out of an ADT of 124,

See Table II. The SWKP study assumes that future normal traffic will
demonstrate the same percentage increase by vehicle types as for 1974.
The Zambia transit traffic figures represent actual trucks required to
transport the 34,000 tons per month of Zambian imports and exports
handled by Malawi's transport system. SWKP study adopted a conservative
approach, since there are strong indications that this traffic will
Increase markedly over the next few years. Because of the congested
port facilitles at Dar es Salaam copper as well as lead and zinc may
soon be transpcrted on this road.




TARIE IT
Estimated Average Daily Traffic (ADT) By Vehicle Type
Vehicle Type: © 1o7¥ 1979 1984 1089 1994 1998
Caz;;s. -
(9% increase a year) 50 7 119 184 285 403

Commercial Vans
(2 axle - 1.5 tons) '
(9% increase a yeur) 28 4y 68 105 161 . 228

Pick-up Trucks

(8% increase a year) 21 31 46 68 99 135
Large Buses

(7% increase a year) 7 12 17 23 33 4u

T=-10 Ton Trucks
(8% increase a year) 31 46 68 99 146 200

11-28 Ton Trucks
(Truck and Trailer Units)

(11 # increase a year) 9 14 24 41 70 108
Sub-Total 146 224 342 520 794 1,118

Zambla Transit Trucks

7-10 Ton Trucks 39 39 39 39 39 39

11-28 Ton Trucks . 5% 59 58 59 59

TOTAL o4y 322 4yo 618 892 1,216
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2. Vehicle Operating Costs.

. The following table gives vehicle operating costs for six
vehicle types for the existing and improved road.- Vehicle operating costs
are derived from economic running and economic fixed costs. The running
costs consist of depreciation, maintenance and repairs, fuel, tires,
lubricants and insurance. While the fixed costs are driver wages,
overheads, and interest charges, divided by annual average mileage for
each vehicle type. Fuel costs for operating each type of vehicle have
been revised to reflect the current Malawi petroleum prices. See;
Annex VIII for 2 detalled breakdown of rumnning and fixed costs.

TABLE ITI

Vehicle Operating Costs

.
Total Running and Fixed Costs Per Mile (U.S. Cents)

Vehicle Type . Existing Road Improved Road
Car 13.3 10.1
Commercial th. 17.4 13.1
Pick~up truck 21.7 16.6
Large buses 57.4 42,2
T7-10 ton trucks 47.1 ' 32.5
11-28 ton trucks 103.0 70.3

3. Road Maintenance Costs and Savings.

Presently maintenance costs are $4,980 per mile for the existing
road and $1,050 per mile for an improved bituminous road. Maintenance
replacement cost for the existing road is now about $3,063 per mile and
will increase to over $12,000 per mile by 1998, assuming normal traffic
growth. In comparison the replacement cost per mile for the improved
road is estimated at $5,160 once every five to six years or about
$1,000 per mile a year for resealing. Accordingly, total maintenance
savings for the improved road range from $293,000 in 1978 to $1,171,000
in 1998. See Arnex IX for a detailed yearly costs and savings breakdown.

4, Road User Benefits.

These benefits are estimated to start at the beginning of 1978,
the first year when the improved road is expected to be in operation.
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These estimated savinhgs are based on a shorter distance by four miles -
on the relocated road and also taking into consideraticn the difference
in operating custs per vehicle-mile on an earth versus bituminous
surface road. The estimated savings in normal traffic for 1978 is
$464,000 and 1s over two million dollars in 1998. Road user savings -
for Zamblan transit traffic remains constant, as &o the number and type
of vehicles, at $642,000 per year.

G. Benerit-Cost Analysis and Internal Rate of Return.

1. Benefits. The benefits are confined to road users' savings
and road meintenance costs savings. These benefits consist of savings
to normal and Zambié transit traffic.

2. Costs. The cost items are final engineering design,
construction and construction supervision of the road. These costs
are presented in Section II of this paper. The financial disbursements
are divided approximately equally during the years 1975 through 1977, the
years during which the work 1s expected to be conducted.

The kenefit and cost streams aret shown in Annex X.

3. Internal Rate of Return and Sensitivity Analysis. The
internal rate was determined by finding an interest rate which, when
used to discount the data in the columm showing the difference between
benefits and costs, brings the sum of discounted valued to zero. The
internal rate of return was found to be 16 percent.

Sensitivity analyses were conducted to arrive at an internal
rate of return under the assumption that benz2fits or costs may increase
or decrease from the paper's principle projections. Therefore, the
following three sensitivity tests were performed:

(a) If the costs increase by 25 percent and all other
factors remain constant, the internal rate of return falls to 12.1 percent.

(b) If the benefits decrease by 10 percent and all other
factors remain constant, the internal rate of return declines to
14,1 percent.

(e) If the benefits increase due entirely to 10,000 tons
of copper per month being transported over the raocd, and all other
factors are constant, the internal rate of return increases to 16.9
percent.

In 21l cases, the internal rate of return never drops below
the 12 percent opportunity cost of .apital in Malawl, See Annex XI for
the internal rate of return calculations.
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H.  Incidence of Other Benefits.

At independence, Malawl had a grossly inadequatetransportation
system, but massive investments in all transportatlion modes have sinac
eliminated most of the bottlenecks. The largest portion of public zeclor
investment since 1964 has been for transportation. The exparsion of the
transport system has been a prerequisite for raising =2gricultural. ;
production and exports, and subsequently railsing the standard of living
of small farmers. It is estimated by the IDA that average annual net
cash incomes of farm familles within the area of the road and involved
in IDA Lilongwe Agricultural Project should increase $120 per year for
a fully participating farmer ralsing cattle. The average net income for
a farmer producing 10 acres of malze 1is estimated to increase from
$96 to $170 per year.

IV. Financial Analysis.

A. PFinanrcial Requirements.

The following requirements are based on Daniel, Mann, Johnson
and Mendenhall's preliminary cost estimates (May, 1974) plus a
25 percent construction cost escalation provision to estimate costs to
June 1976, the mid-point of the construction period. Also a 15 percent
contingency is added for any unexpected Increases of quantities and
costs in materials.

FX Costs Local Costs Total Costs

Road Construction $8,840,700 $3,901,000 $12,741,800
Engineering Construction‘

Supervision 749,000 141,200 890,200

TOTAL $9,589,700 $4,042,300 $13,632,000

B. Finanecial Plan.

The following is the proposed financial plan for the proje-=.
The GM's financial contribution represents 17 percent of the estima<ed
road cost, a four percent increase over previous GOM financial ’
contributions to A.I.D.-financed projects. Additionally, the Government
is providing a $1,546,000 contribution-in-kind consisting of right-of-way
for the road; housing and crop compensation to people being displaced along
the realigned section of the road; GOM engineer assigned to the project
during design and construction; GOM management services; and irreplaceable
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navaral resources such as gravel, stone, and limestone. The GOM
contribution-in-kind represents a sunk cost. These items being
contributed for the road project.offer, for the most part, no .
alternative use and therefore are not.considered in the benefit-cost
analysis. Tne total GOM contribution-is $3,795,000, representing

25 percent of the project .cost, thereby. complying with the recently
enacted FAA 110(a) requiring recipients of A.I.D, loans to contribute ;
25 percent of the total project costs. The GOM's propeczed contribution
is itemized in an official letter of May 9, 1974 from the GOM
Secretary to the Treasury to the United States Ambassador to Malawi.

FX Costs Local Costs Total
A.I.D. $9,606,000 $1,794,000 $11,400,000
GOM - 2=242!OOO 2,249,000
TOTAL $9,606,000 $4,043,000 $13,649,000

C. Other Sources of Assistance.

The GOM's development outlay during 1964-1972 was primarily
financed by extermal assistance. Throughout the period, the United Kingdom
remained the main source of forelgn aid, both in absolute and relative terms,
although of diminishing importance. Aid from the U.K. to Malawi hes
gradually changed from grants to soft lecans, and from contributions to
the recurrent budget to aid to the development budget. In this process,
total aid disbursements from the U.K. decreased from $21.3 million
(70 percent grants) in 1964 to $15 million (10 percent grants) in 1971/72.
In the same period, aid to the recurrent budget decreased from $17.5 million
to $ 5 millien and aid to the development budget increased from $3.8 million
to $10 million. While the U.K. reduced its aid, Malawi was able gradually
to mobilize finances from other forelgn sources, both bilateral (mainly
South Africa, Germany and U.S.A.) and multilateral (mainly World Bank Group),
so that sources other than the U.K. now provide about 7O percent of Malawi's
external finances for development.

Sout» Africa has become an important creditor since 1969, largely
as a result of the loans extended to finance the Nacala railway project
and the new capital at ILilongwe. One loan for the qquivalent of $12 million
was extended by the Industrial Development Corporation of South Africa to
Pinance the Nacala Rallway project and another $2.3 million was extended
for the purchase of rolling stock for the line. In 1969 the South African
Government extended a $11.2 million loan to finance the new capital of
which $7 million had already been disbursed by the end of 1970. The loans
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outstanding from the IDA have been used for the Lilongwe and the

Shire Valley mgricultural development schemes, as well as for education,
road and eleatric power projects. A large part of the loans from Germany
have been used for the Salima agricultural schoeme and road construction.
These loans carry raites of interest ranging t'rom 2 percenl ho 5 pepeent,
and have maturities ranging from 15 to 30 years. A.T.D. extendrnd a

$8.2 million loan to finance a section of the Lakeshore Road, a loan

of $1.2 million to finance construction of seven university dormitoriles
and a $8.3 million loan to finance final engineering design, construction
and constructlon supervision for the Chikwawa-Bangula Road and final
engineering design for the Lilongwe-Mchinj)i Road.

D. Prospects for Repaymeht.

At the end of 1973, Malawi's extermal public debt was $171.6 million,
including undisbursed commitments. Interest and amortization payments in
1973 amounted to $6.7 million or 7.4 percent of the value of exports of
goods and non-factor services.

The GOM's proJection of the debt service over the 1970s assumes
that over half of the required public capital inflow will be available on
the softest terms avallable and the rest increasingly harder terms, with
10 percent on full commercial terms. Based on these assumptions the total
debt service will amount to $14.4 million in 1975 and $25 million in 1980.
As a percentage of exports of domestic goods and services, the debt service
ratio will rise to 13.7 percent in 1975, peaking at 15.0 percent in 1978 .
and easing to 14.6 percent in 1980. Any shortfall in exports or an increase
in the rate of growth of imports would necessitate higher capital inflows
and raise the debt service ratio. Based upon the foregoing, it is concluded
that the re are reasonable prospects for repayment of this loan.

V. Economic Effects of the Loan.

A. Effect on U.S, Economy and Balance of Payments.

This loan will assist the U.S. economy by employing a U.S.
engineering firm for construction supervision for the road. Furthermore,
it 4s likely that a U.S. construction contractor or a U.S. contractor in
Joint venture with a local or 941 Code country firm will probably conctruct
the road since it is doubtful that any local contractor has the constructior
capabllltles to carry ocut the Job.

B. Effect on Private Enterprise.

The proposed loan will finance a contract with private enginecring
and construction firms. Additionally, once completed, the road will assis:
in the development of privately-owned farms, commerce in the area of the
road and increase trade between Malawi and Zambia.
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C. A.I.D. Geographic Code 935 Procurement waiver for Petroleum,
011, Lubricants (POL) and Bitumen.

When preparing the preliminary cost estimates for this project
the consulting engineer investigated the altermatives of purchasing POL
products from the Republic of South Africa’(Code 935), the United States
and other 941 Code countries. It was determined, as for previous road
projects in Malawl and Botswana, that a substantial coet difference |
exists betweer purchasing POL from 941 Code countries and the
Republic of Scuth Africa or Mozambique, the normal and established sources
of POL for Malawi. For the A.I.D.-financed Chikwawa-Bangula Road (Malawi)
a 935 Code PCL waiver was approved with estimated savings of $350,000 and
avolded costly loglstic support that the comstruction contractor would
have been required to provide in order to store large quantities of POL
products, PQL and bitumen requirements for this project are estimated at

$1.5 millionm,

If a contractor is required to purchase POL from Code 941 countries,
he would have to order large quantities of POL and provide storage facilities
to insure adegquate supplies during the contract pericd. In addition to the
added expense of procuring and shipping cost due to utilizing other than
normal supply sources, a considerable service and logistic cost would incur,
all at the expense of the GOM. Therefore, this paper and accompanying loan
authorization permits procurement of POL products, bitumen and related
transportation services from A.I.D. Geographlic Code 935 countries.

D. Environmental Impact.

The project will have minimal environmental impact on the area.
No major problems are anticipated to develop either during or after
construction of the new roadway facility. With regard to road dust and
soil erosion runoff, it 1is expected that with the completion of the new
facility these existing adverse conditions due to the present roadway
will improve, creating a net positive benefit to the environment. For a
full discussion of this project's impact on environmental conditions,
see Annex XIIT.


http:quantiti.es

ANNEX I

CHECKLIST OF STATUTCRY CRITFRIA

In the right-hand margin, for each ltem, writc answer or, as appropriale, i
summary of required discussion. As necessury, reference the scetion of the
Capital Aessistance Paper, or other clearly identii:cd and available doeument,,
in which the matter is further disd:issed.

The following aboreviations are used in the checklist:

FAA - Forelgn Assistance Act of 1961, as amended

FAA, 1973 - Foreign Asaistance Act of 1973

App. - Foreign Assistance and Related Propgram’ Apgropriation Act, 197h

'MMA - Merchant Marine Act of 1935, as amended.

PULFILIMENT OF STATUTCRY OBJECTIVES

A. Needs Which the Loan is Addressing

l. FAA Section 103. Discuss the extent
to which the loan will alleviate starvution,
hunger and malnutrition, and will provide
basic services to poor people enhancing
their capacity for selir-help.

2. FAA Section 104, Discuss the extent
to which the loan will increase the
opportunities and motivation for family
planning: will reduce the rate of populaticn
growth; will prevent and combat disease;
and will help provide health services for
the great majority of the population.

3. PFAA Section 105. Discuss the
extent to which the lvan will reduce
illiteracy, extend basic education, and
increase manpovwer training in skills
related to developuent.

4. FAA Section 105. Discuss the
extent to which the loan will help solve
economic and social developnant problems
in rields such eas transportation, powver,
industry; urban development, and export
development.

The projJect will assist in
correcting these socilal
imbalances. (See CAP
Sections III "B" and "H"

Not applicable

The project's construction
contractor and supervising
engineer will employ and provide
some training for approximately
200 local employees.

ProjJect will address these

problems. See CAP Sections
I. ﬂc", m. "B", "c"’ "D"

and "H".



5. FAA Section 107. DMscuss the
extent to which the Joan =11l support the
general cconony of the recioient country:
or wiil suapert ‘develonreat prosrars
conducted by private or international

organizations.,
B. Use of Toan Fuunds

1. FAA Sectien 110, UVhat
assurances have peen or will oe nade
that the recinient country will provide
at least 257% '‘of the costs of['the entire
program, project or activity with respect
to vhich such assistance is to Le furnished
under Sections 103-1727 of the FAA?

.2, FAA Sectjon 111, Discuss the
extent to which the loan will strenzthon

the particivutinn ot the urhan ana rura
poor in their country's develonnrent. and
will assist in the develonment of
cooperatives which will cral:ile and
encourare greater numbers of poor neonle
to heln themselves toward a batter life,

3. FAA Section 112, ¥ill any nart
of the loan be usad to conduct any nolice
traininz or ralated nroeram (other than
assistance renderad under Section 515(c)
of the Omuikus Crime Control and Safe
Streets Act of 1963 or with resnect to
any authroity of the Dru; Fnforcerment
Administration of the F31) in a foreign
country?

4, FAA Scction 113, Descrihe the
extent to vhich the nrograns, projeects or
activities to ke financed upder the loan
give sarticular atteslion o the iutesra-
tion of woman into tho natlonal econory
of the recipient covntry.
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See CAP Sections IIT "C",
"p" and "E".

A.I.D. has received GOM
letter from Secretary to
Treasury of May 9, 1974
assuring 25 percent con-
tribution. See CAP
Section IV "B".

See CAP Section III "Hf

No
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5. FAA Saction 114, Will any nort
of the loen be usned to nay for the per-
formance of alortions as a method of N
. ~ °
family nlannine or to motivate or coerce

any person to practice ahortlons?

II. COWITRY PCRFORYAMCE

A, Progress Towards Country Goals

1, FAA 88520Xh)(5). 201 (M (7).
201(b) (8), 208, "Discuss tae extent
to viich the country is:

. See CAP Sections III "B"

(a) Malkinz apnropriate efforts and "H". Malawi has given
to increase food production and appropriate emphasis to
improve means for food storage inecreasing food production.
and distribution. Road construction and an

improved road network will
directly contribute. Malawl
recently signed a loan for
the purpose of fostering
agricultural development in
the area served by the road.

(b) Crecatinr a favorahle climate

for foreign and domestic nrivate See CAP Section V "A" and "B"

enterprise and investment: Malawl has established the
Malawl Development Corporation
which assists and encourages
investment.



(c) Increasing tha people's role in
the develonnental procaess:

(1) Allncatine exnenditures to
developrent rather than to -
unnecessary nilitary purpoties or
intervention in other free
countries' affairs:

(e) Willing ‘to contribute funds
to the nroject or propram:

(£) Making cconomic, social and
politicul rclforms sucihh as tax
collcction improvements and
changes in land tenure arrangenent;
and reking progress towerd respect
for +he rule of law, {reedom of
exprassion and of the press, and
recognizing the importance ol
indjvidual freedowm, initiative,
and private enterprisc;
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GOM has establisheda corps of
young ploneer groups now
actively participating in.
Malawi's development. Develop-
mental programs have been
intended to benefit the gencral
population.

Major budget allocations are to
development and recurring non-
defense budgets. For the 1974/75
budget year the GOM allocated
$7.1 million to the transport
sector. ‘tThis i1s 29 percent of
the Development Budget.

The GOM will make a substantial
contribution to this project and
other projects financed by the
IDA, U.X. and FRG. See CAP
Section V "B"

Within the limits of the segment

of its population in the money
economy, a tax system has been
astablished. New lands are
developed outside of the traditional
tribal holdings. Land tenure is
not a major problem in Malawi.
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(g) Kespondiug to the vitel econonmic, GOM has assured responsibility

political end nocind, eorccrn"_ of its for local costs of externmal
Jeople, and denonsbrating & clear assistance projects and the
detcrminntion to take effective self- 1971-80 Development Plan is
help measure ) directed to the needs of Malawi.

B. Relatlona with the ' 'nitnd Stales

1. FAA See, A2 O(C) If assistance
is to a fovernrant, is the fzoveranment No sich indebtedness exists.
indebted to anv U.S. citizen for goods

or scrvices furqlsnud or ordered wheres::
(a) such citizan has exhausted avail-

able legal remedies, includirny arbitra-
tion, or (L) the debt is not denied or
contested by tha coveranent, or (c) the
indebtedness arises under such: povern-
meat's or a predecessor's unconditional
guarantee?

2. TFAA ooc. 6;0(6) If the loan

funtplilgdh -t M Ayt b AN

tion of any prodactlve ancvnrlan that Not applicable

vwill) comnnte with U, S. enternrise, has

the country apraad that it i}) cstablish
nnn1opviatc “IOCﬂdu1c° to preveat exnort

to the U,S. of more than 203 of its enter-
nrises annual nraduction during the 1life of
the loan? )

3. TAA Snc, uLOCn)(1) If assistanca

is to a govarnmzat, has the coumtry's aevern~ Malawl has not taken such
nent, or any aea2ncy or hu“dlvi. on thereol, steps or actions
(a) nationzlized ot exnrenriaéad pronerty

ormad by U,S, citizers or hv any husiness
entity not less than 577 beneficiallv ewnaed hy
U.S. citizens, (b) taken stens to repudiate,

or nullify existinm contracts or anraerents
with gsuch citizens or nnt*tv.‘or (c) irrosed

or enfarced discriminatory taxes or other
exactions, or restrictive maintenance or
operation conditions? If so, and rore than
six nonths has elazscd sinee such oceurrance,
identify the documznt indicatins that the
poverntient, or nnpronri1te accney or zuh-~
division thernof, has talen annropriate ste

to discharpe ft“ ohliecationa under 1wton\~tinﬂa!
law toward such citizen or entitvy? If less thar
sl vonths has 2langed | we seeps, 3T ane s haa
11 taben ta diachsesn 0 abl{ ations?
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, he FAA See. 620(1). Kas the country
permitted, or Jailed to toke cdequate
neasures to prevent, the damage or
destruction by uob h.t_on of U.S, nreperty,
end failed to take .appropriate measuves to-
prevent a recurrance end to provide adequut
compensation ror-such damage or des tructaoa’

5. TAA Sec.6lu(i),. :ras tae govern-
meant Instituted gon investment guaranty
program under FAA qec. 221 (i) (1) 234(a) (1)
for the specific rislks of inconverctibilitv and
exnropriation or coafiscatien?

Pizhermen's

6. FAA 8§520(0).
Protective Lot o7 1254, as ecendad,
Section S. Has the cou ry seized, or
imposed eny nenalty or scnction againsh,
any U.S. 115: ing cctivities in interne-

tionel waters? I, as a result of 2
seizure, the U.S.G. has made reizturscment
under the provisions of the Fisheraan's
Protective Lot and such emcunt has not
been paid in full bty the sel"lng country,
identify the decuwniallou witich duserides
how the withholding of assistance under
is

the FAA has bean or will te acecmpli

7. FAL Sce. 620(c). Has the
couutry beer in default, during a ‘period
in excess of six montihs, in pzyment to
the U.S. on aay FAA loan?

8. FPAA Sec. 620(t). Haye diplomatic
reletions betwesn the country and the U.S.
been severed? If so, have they teen
rencwed?
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There has been no such action
against U.S. property in
Malavd.,

Yes, Malawl has signed an
Investment Guarantee/
Agreement with the U.S.

Not applicable. Malawl is
land-locked.

Malawi is not in default on
any FAA loan.

The U.S. and GOM have
maintained diplomatic
relations since Malawi's
independence.


http:ililpo:.ed
http:Fi:;;!aer:ne.l1

Page 7 of 18

C. PRelations vith Other Hations end

the U.i.
. lo E'.t’..‘.\ SL‘C. 690(i) H«‘lS the me Gm h.s Bttended no
country kroen of ~~*-~7/ repreosented at such conference.

any intcrnaticnal conferaace wihen tint
representation included planning cetivi-
ties involving insurrection or subversion
directed ogainzt tre U.S. or countric
receiving U.S. assistance?

2. PAQ Secs. 620{e), 620(n). Has
the counizy sold, furaished, or permitted

Malawl has taken no such

ships or airecruft under its registry to actions.
carry-to Cubz or Lorth Vietnom, iteus of
cconeric, militery or other assistunce?

3. FAA Sec. 620(u); Aon. Sge. 207.
het is the status of the country's - Malawi is not in default on
U.H. ducs, essessments or other }its international obligations.
oblipgaticns? Does the loan agrecuent : The Loan Agreement bars use
bar any use ¢f fuunds to vay U.H. of funds to pay U.N. assess-
assesscents, ducs or arrearages? Jrents, ete.
D. Milifary Situaiion

1. FAA Sce. 620(3). Mas the country
engaged in or vrepurad for aggressive No
militery efforts directed ageinst the
U.8. or countries receiving U.5. assistance

2. - PAA Scc. 620(s). ‘“mat is
(2) the percensuge of the country's budget Answers, as follows:
devaoled to militery purnsscs, and (A) About 4.5 percent.
(b) the zmount of the country's fereizoy (B} Negligible
exchange resourads used to acquire military (C) Malawl has not purchased
eouipment, Grd (c) has the countrr speoat sophisticated weapons systems.
noncy 1or sophisticated weoapons systeons
purchased since thez statutorvy limitation
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ITe.

‘obta’ncu fron olier ‘frée-world sourc

.qn7

'(2) .Is the country diverting U.S
'dCVQIOJﬂﬂﬂt assistiazee or PL 4u0
gales ‘to wilitary” espenditures?

(3) Is the comtry diverting its
‘o¥n resources to unncessary mili-
tary eVnnxezruros’ (Fi:dinqs on
these questions are to he made for
each country at least once cach
fiscal yedr and, in addition, as
often as may be xeguired by a meterial
chanpe in relevant information.)

COUDITIN:N OF THE IOAl

A. ‘General Soundness

Interest and Repaynment
|

FAA q3?01(-d)“":>m (b)(2).. Is the
.rate of lnuc”Cot czicessive or unrsasonable
for the borrover?. Are uhere resgopzble
prospects for rcno;n:nt!' that is the
grace period interaest rate; the folleuing
period interest rate? Is the rate of '
Anterest hignar then thc.gouhtry s appli-~

cable legal rate of"intercst.- "

Finencing

1.. FAp fizdtloittl. | To what extent :
an financing on reasonchle terms bc

including private sourcas withii:.tho U Si?
Econuiaic and Technical® Soundness
1. FAA 58200(L)(2). 201(2). The
ectivity's econzaic and teehnical
soundneast Lo amiarseie A?:h; doces thie
loun-gpalieation, logubhev with infor
Eravion and ponurances, iadicale tharn
fuaedg will @ sed in an caonanicclly

R

Lovet ity o Tt nner?
— - -

Page 8 of 18

No

The rate of interest 1s not
exressive or unreasonable,
The rate of interest 1s not
higher than the legal rate.
See CAP Section IV "D" and
Annex XIV.

See CAP Section IV "C".

Yes, See CAP Sections II and III.
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2, FAA 5811(2)(1).
financial, end other plens nccessary to
carry out essistance, and a rcasonable
fixm estix
the U.S., teen conpleted?

3. FAA §611(b); Azm. 8701, If the
“loéah or grant is for = water or releted
;1and-rcsources construction projact or
progran, do plans include a cost-
benelit corputation? Does the projece
or progra= reet the 2relevant U.S.
construction standzrds and criteris
used in determining feasibility?

b, pas s%11(e). I this is a
Capital Assistznce Project with U.S.
financing in excess of $1 million, has
~ the " principal A.I.D. officer in the
_country certified as to the country's
capability effectively to maintain and
utilize the project?

B.. Relation to Achievement of Countrv
aud ut_"l.orm.L boa.';

Country Goals

1..' FAA 55207, 291(a).. Wnhaet is this

"Yoon's relaticn to:

{a) Institutions needed for a
democratic society and to assure
naximun partieipation on the vert

of - the. pﬂople in. the task of econozic

developnent?

(b, Enebling the couniry to meat
dts food needs both from its owm
resourCcs and -through davelopnent,
With U.S.. help, of infrastructure
£6. support inereased- egriculturel
productivity?

(c) lMecting ifncreasing need for
traoined ranpover?

(a) P:vclopvn~ Brojrens to rmeet
public health needs?

Have engincering,

a2 of the cost of assistance to
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Yes, See Section II.

Not applicable.

See Annex II.

Although this loan has no
direct relation to thils

goal, improving a transporta-
tion network is certainly a :
prerequisite to any serious
efforts to increase the
involvement of its people in
the task of development.

The project will assist
agricultural development.

No direat relation.

Not applicable,
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(e) Assisiing other ingortant
econoxic, ;:liticzl, and social
develorzmant activities, 1nc1w.unv
indusiriel develozmant, growth

free labvor waions; coopcrat;«e: nd

53 izprevement of
cormunicntion
3 for plenning

voluntary agenzie
trarns *o“tuuicn an
systems; capahilities
end putlic administy

develcpzant; and modernization of

'I

existing lawuss

asceribe the-
wvith and relation-
nt activities, and
izable long-range

2.. Fan 5201(0)(L).
activity's consis zrcf
ship to other davelcoo
its contritution re
objectives.

3. FaA 8201(0)(9). How will tha
activityfto
achievenrent

of seif-sustaining growih?

L. PhA 8201(1), If th

loan, describe row sucn dro
prozote the country's econ
taking into account the coun
materiel resource requircoments and ihe
relaticnship beiveen tirate objectives
of the project znd overall econcmic

developrent.

5. FAA 8201(0)(2). In what ways éses

the activity give rozscnrble promise of

contrituting to the davelovxent of sconcnic

resources, or to the incra2as2 of producti
capacitioes?

be iinanceid contribuie Tu Lu-

Tage 10 Of I#

This project will provide
agsistance. in most of
these areas.

%eﬁ CAP Sections I "B" and
C [ 2

See CAP Sections IIT "B",
"C" and "D" .

See CAP Sections III "B",
"C"‘ and "H"..

See CAP Sections IIT "B"
l'c" "E" md "H"-
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6.. FAA 620 ( . Bouw doos. trc prm*rim

5%
thc LﬂrvlChl"“ r:2eds

is, desires, ~nd c.u"c f:s
of the country's people; utilize the country's
intellectusl resources Lo encourage insiitu-
ticnnl develoymwnily and suwport civie
cducntion and {treining in cxills reguired
for citeelive particiyation in political

procesues.,

c+
=l

7. FA& §601,
encourage tu& <
(=) incress th
trade; (b) fos
competition; (

o

ng

o3

cr o

3
’-4,
0
e
¢t ' b}
n
<t

Joto
55‘5-3 o
5';! e ide C i
e 1§ [¢]
{
i~

-
[#¢]

2 An .
)
bt
[s]

and usc of cc
and cavings a
(a) discourage "onosol
(e) improve
industry, agr
(£) strengthe

3 O = 0
=]
1 4]

(¢}
cb
ey
(¢}
[¢]
(4]

v

tie
fici T

, and cobuo*cc; and
labor wnions

.’J i~ (2 (

The proposed road will
serve as an important

“transport link encouraging

the movement of people and
goods and participation in
trade and social endeavors

See CAP Section III "C"

for answer to (A); Sectlons
Vv "A" and "B" for answer

to (B); Question (C) Not
applicable; See Sectlons

V "A" and "B" for answer

to (d); See Sections III
"B" and "H" for (e); and
question (F) not applicable.
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8. Jas © ?g:_"( ). ‘Tiidliecate the acsunt The entire loan proceeds will

v

of rorwy uniir ihe larn vhich i-ii going finance private engineering
Qirvectdy to privete enterprise; going and road construction firms
to intermedizie eredit institu ions or to improve the road. See CAP

other borrciuars for tuse by privale Sections V "A" and "B".
cnt c“n*isc' being used to Tinanc
imports r'reoxrprivate sources; or other-

H
‘_*ee 1\.::4'-1:; nveﬂ_ tn finmica P"’."-‘""C"""‘"e

from private scurces.

i3 -2
0

9., Fta §511(a)(?) that legicletive The GOM Parliament approved
action is reacired within the rec pic.n the loan, and there is no
country? that is the basis for o anticipated need for any
rcasonzble anticipation that such action further legislative action.
1¥ill be coxpleted in time to purmit
orderly acccmplishment of puwrpcses’ of

loan?

Rezional Gozls

1. FhaA £519. .Ii‘ this loan is See AP Sectians T "B"and IIT "B".
assisting & newly indezendent country, The engineering and economic

to waat extent do *h<_ circumstances feasibility study for the

pernit such a ssistancs L0 b2 rurnished project was financed by UNDP
throuzk multilateral orgam zations ‘or and implemented by the IBRD.
plans? Also the IDA is financing an

agricultural project that
will benefit directly from

. \J Q. his loan is dirsctces
2, FM & If this loan is dirscted improvidg the road.

at a p*oblen or zn oppertwnity that is

regicnel in neture, how does asszistance

under this lozn c::coixra;;c a regioneal ot

devolo*m....t program? What multilateral See CAP Sections I, °C", I
ssistence is presently being Turnished D" and 1v 7C

to the ccuntry?
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C. Relation to U.8. Fconomyr

BEmplojment, Malence of Payments,
Private Enterprise.

1. FPAr §8201(0)(8); 102. Vhat ¢
‘the vossidle elfects of thiz lcan on U S. See-CAP Sections V "A" and
econorcty, ltn special referoence to orees . B.
of substential labor surdius? Descrite
the extant to vhich assistance 1s consti
tuted of U.8. commodities and services,
furnished in a menner consistent with
improving the U. S. balance of payments
position.
2. 59612(*) 625(n). Whab stevs
have been tzken to assure trhat, to the Not applicable

neximumn extent possible, foreign
currencies ownad by the U.S. 2nd local
currcncies coniributed Yy the courntry are
utilizad to : wet the cost of contrectusl
and other serv1ces, and thet U.5. Toreign
ovned currenciss are utilized in Jicu o
dollars?

F1C8. If this
ject, to whet See CAP Sections V "A" and "B".

uv-—n-rr'l . ‘-"I] 23—

3. TFaa §601(a)
loan is for =z capit
extent has the A
tion of en;zne:r
services cti U.S.

If the lo:n is to be used to zinpruc 4
cocsts for construcvion, will any of th
contractors bz persons oideor than cual;fled
nationzls of the cecuniry cr gqualified
citizens of the U,S.?7 1If so, has the
required waiver becn obtained?
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4, FeA 5808(2). Provide infor-
atio mencuroa Lo ve taken to
3:1::lc E S. Governmott ;.ﬂ personul’ Not practical in road construction
. l . - PO e l 1] % of ms
properiy in liecw of the procurcuent of projects VI

new iteos.,

5. TAA 3002, bhat effo*ts have
been madce to assist U.S. small business  See CAP Seotions V "A" and "B".
to varticipute cquitadly ir the furaishing
of cormodities-and services financad by -
this loan?

Not applicable. The lo=un does
not provide for financing
technioal assistance.

s will be Lulllzeu, in
shat vays are they particulzrly suitable;
are they coade titive with rrivate enter-
prise (if so, oxplain); ard how can they
be made aveilable without unduz inter-
ference with domestic programs)

7. Fak 8611(c), If this loan

L)
4 Saw o o
involyne o contraat for concliruction

‘Competitive bidding will ‘take

that obligates in cxcess o* £100,000, wilil H V.
it be on a competitive tasis? IF not, are glﬁce. See CAP Sectlons
there factors wnich make it impraciiczble! A" and "B".
8. FAr 8601(b). Daseride the
efforts ruade in conaccticn with this loan
to encourage and faciliiate pmorticivation gee CAP Sections V "A" and "B".
e in achi

of private entervrise
purpasses of the Act.

Procurecment
[ ¥ S?"r\l. . § I3t
L. FAA BEoh(e). Will commadity
procuremont ve restrictad to U.S. Yes, however Code 935
except as otherwise determined by the procurement waiver for E
products has been requested.

President?

2. FrA 360%(%). Will any part of
this loan be uscd for bulk’ comzedity No.
procurcnent a2t adjusied vrices higher
than the mariet price prevailing in
the U.S. et timec .of purchase?
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3. .FaA S8¢h(e). Will any vert of
this loan ta nsed . for procurcmens of an
agricultural commodity or product ile 'c;l
outside the U,S. beﬁ the domeastic price O
such cozmodity is lese than pariiy?

h, TAs BROL(C ). Will the ageney
receive the n:EEEuT;J pre-peymant cortifi-
cation from suppliers uader a commodity
import progrum agrecment as to daserd “tion
end conéition of ccmizodoties, and on the
basis of such, dntorziue elizivility and

D. Other RBoguiromants

L. FAA §201(b). Is the couniry arong
the 20 countries in which develcoomant loan
funds mey bz used to mzke loans in this
Tiscal year?

agreement vrovide, with resvect to capital
projects, for U S. approval of contiract

demrrenn = XSS
- otha S ahe o oy .u-l .

2. App. H1C5,  Doas tha losn

3. FiA 8620(k). If the loan is for
construction of & production Cﬂuh.”l.ﬁd,
with respect to which the aggregate velue
of assistance to be furnizhed will execed
$100 rillion, what preparation has been
made to obtain the expiass apprroval of
the congress?

-t

[}

1]

AN B620(% )) aua the loan is
econonic assistanca ave the | .nﬁ1nr-

required Ly :bA "920( ) and fpp. hlPQ(b)
been rede and reporied to the Congress?

3
Eas t{he P esid nt determined th e
country is nct cdominated or coutroliled by
the internatiofizl Communist movemsnt? If
the country is = Comuunist country (includ
but not limited to, the ccuntries listed i
inte fo
1

Pagre 3% ol 10

Na

Not "applicable.

Yes

Yes

Not applicable

Malawl is not a. Commmist
or Commmist dominated

country.
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5. FM Section (20(h). What steps huve

been taken to insure that the lozn will not
be used in a manncr vhich, conlbrary to the
best interest of tlic United States, promotes
or acsists the foreign ald projects of the
Communijst-bloc courtlries?

6 TAA Section 5356(1). Will any part
of this loan be uszd in financing non-U.S.
manufactured autcmoniles? If so, has the
required waiver been ohtained?

7. FAA Secticn 620(g). Will any part of
this loan be used to ccmpensate owners for
expropriated or nationalized property? If
any essistance has been used for such pur-
pose in the punst, has appropriate
reimbursement been made to the U.S. for
sums diverted?

8. FAA Section 201(f). If this is a
project loan, what provisions have been
made f{or appropriate participation by the
recivient country's private cnterprise?

9. App. Section 103. Will any funds
under the lcan be used to pay pensions,
eté., for persons who are serving or who
have served in the recipient country's
armed forces?

10. MMA Section 901.b, Does the loan
agreemant provide for compliance with U.S.
shipping requirements that at least 50%
of the grozs tonnege of all commodities
financed with funds made available under
this loan (computed saparately by
geographic area for dvy bulk carriers,
dry cargo liners, and tankers) be
transported on privately-owned U.S.
flag commercial vessles to the extent such
vessels are available at fair and reason-
able rates for U.S. flag vessels and that
at least 50% of the gross freight revenue
generated by all shipments financed with
funds made available under this loan and
transported on dry cargzo liners be paid
to or for the benefit of privately-owned
U.8. flag commercial vessels?

Pase 16 of 18

. The proJect has no relation-

ship to any Commmist bloc
project, and the Loan Agree-
ment prohibits such use of
loan funds.

No

No

See CAP Sections V "A" and "B".

No

Yes
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11, FAA Section h81l. Has the President
determined thet the recipient country has
failed to take adequate steps to prevent No
narcotic drugs ‘produced or procured in, or
transported through, such country from being
sold illegally within the Jjurisdiction of
such country to U.S. Government personnel.
or their dependents or from entering the
United States unlewfully?

12. App. Section 11C. Is the loan
being used to transfer funds to world
lending institutions under FAA Sec. 203(d) ‘No
and Sec. 25L(h)?

13. App. Section 601. Are any of these
funds being used for publicity or
propaganda within the (nited States?

No

14, FAA Section £12(d) and Section Lo
of PL 93 189 (FAA of 1973). Does the United
States own host countiry excess foreign
currency and, if so, what arrangements
have been maje for its release in compliance
with Section 4O (FAA of 1973)?

No

15. FAA Section A04(d). Will provisions
be made for placing nmorine insurence in the
U.S. if the recipient couailry discriminetes
against any marine insurance company
authorized to do business in the U.S.?

Yes

16. Section 29 of PL 93 - 189
(FAA of 1973). Is there a military
base located in the recipient country No
vhich base was constructed or is being
maintained or operated with funds
furnished by the U.S., and in which U.S,.
personnel carry our military operations?
If so, has a Jdetermination been made
that the government of such recipient
country has, consistent with security,
authorized access to such military buse
on 8 regular basis to bona fide news
media correspondents of whe U.S.-

17. FAA Scction 6h0(gl.‘ Will a
grant be made to the recipient country
to pay all or part of such shipping . No
differential as is determined by the
Secretary of Commerce to exist betwzen
U.S. foreign flag vesszl charter or |
freight rates?

Page 17 of* 18
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18, App. Section 113.  Will any
of the loan funds be used to acquire
currency of recipient country from .
non-U.S. Treasury sources when excess
currency of that country is on deposit
in U.S. Treasury?

No

19. App. Section 114. Have the
House and Senate Coummittees on
Appropriations been notified five duys
in advance of the availability for
obligatlion of funds for the purposes
of this project?

Yes

Page 18 of 18



ANNEX TT

I, Charles D. Ward, the principal officer of the Agency for
International Development in tile Southern Africa Region (OSA"RAC).
having taken into account, among other things, the maintem nce
and utilization of projects in Malawi previously financed or assisted
by the United States (specifically the Lake Shore Road), the
performance of the Mini stry of Works and Supplies which has
responsibility for maintaining roads throughout Malawi, and the
previous assistance from other donors specifically directed to
road construction and maintenance, do hereby certify that in my
judgment the Government of Malawi has both the financial capability
and the hurman resource capability to effectively maintain and

utilize the capital assistance project to be constructed under this

loan, the Lilsngwe-Mchinji Zambia Border Road.

N\

T Ll

Charles D. Ward-
Regional Development Officer




ANNEX TII

Malawi - Motor Vehicle Licenses Issued

Lizht Commercial TLarge Commercial Total (exnluding

Cars ___Vehicles Vehicles motor cyeles)
Annual Annual : Annual Annual

' change change change change
Year No. (%) No. (2) No. (%) No. - (%)
1964 8,022 4,496 1,694 14,212
1965 6,436 -19.8 4,475 -0.5 1,366 -19.4 12,277 -13.6
1966 8,292 +28.8 5,510 +23.1 1,535 +12.4 15,337 +24.9.
1967 8,418 +1.5 5,934 +7.7 1,991 +29.7 16,343 +6.6
1968 8,893 +5.6 6,240 +5.2 1,866 -6.3 16,999 -+.0
1969 9,777 +9.9 6,696 +7.2 2,009 +T.7 18,482 +8.7
1970 9,771 -0.1 7,747 +15.7 2,115 +5.3 19,633 +6.2
1971 10,205 +4.4 7,635 -1.4 2,769 +30.9 20,609 +5.0
Average annual
percentage change +4.3 +8.1 +8.6 +6.0

Source: Annual Reports of the Malawi Road Traffic Commissioner.



Annex . IV

Number of Private Goods Vehiecles Licensed by Carrying Capacity, 1965-1970

Carrying Capacity (cwt) 1965 1966 1967 1968 1969 1970
Up to 1% tons 1,875 2,346 2,565 2,782 3,082 3,185
1% tons to 3 tons 212 313 47 461 404 482
3 tons to 5 tons 144 173 184 171 196 177
5 tons to 7 tons 759 951 847 935 996 929
7 tons to 10 tons 220 281 396 454 534 542
10 tons & Over 55 84 101 15 160 112
A1l 3,625 4,148 4,520 4,948 5,372 5, 427

Source: Annual Reports of the Malawl Road Traffic Commissioner



Annex V Major Product Movements. Between Malawl and Zambia 1968-1971
(Short tons)

1968 _1969 1970 1971

Malawian Imports
Tobacco 3,578 3,323 3,972 4,775
Malawian Exports.
Maize - 5,600 1 5,703
Sugar beet and cane - 2,500 1,200 1,447
Rice 88 124 417 829
Cattle cake (groundnut) - 1,608 960 1,230
Cattle cake (cottonseed) 30 420 660 150
Dried vegetables 362 2,703 1,214 303
Fish, including smoked

and preserved ™ 221 255 266
Tea 295 566 509 585
Fresh fruit ‘

(inel. coconuts) - T4 32 92
Bakery products 19 14 14 71
Frult preparations - - 21 51
Pipe tobacco 34 32 Ly 52
Total major exports 905 12,852 5,327 10,
Malawlan Re-exports
Motor spirit 6,070 5,266 5,767 4,382
Diesel 8,857 6,377 5,685 3,779
Flour - - - 1,737
Common salt 582 1,558 1,493 1,67h
Paraffin 1,159 1,185 1,325 1,170
Lubricants 361 43y 340 312
Total major re-exports 17,029 14,820 14,610 13,054

Source: Malawl Annual Statements of External Trade, 1970 and 1971



Ammex VI Projected MaJor Commodity Trade Between Malawl and Zambia
(Short tons) '

Commodity 1971 1974 979 1984 1099 1993
Tobacco 4,775 6,700 12,000 15,000 20,000 25,000
Cattle cake 1,380 1,800 3,000 4,100 5,300 6,800
Tea 585 780 1,300 2,000 2,600 3.300
Fuel and lubricants 9,643 15,000 29,000 47,000 - 68,000 101,000
Salt 1,674 1,900 2,400 3,100 4,000 5,100
Kice 829 1,100 1,800 2,300 2,900 3,700
Groundnuts 3,900 4,700 6,600 9,300 15,000 24,000
Total movements 22,786 31,980 56,100 82,800 117,800 168,900
Index :

(1971=100) 100 140 246 363 517 41
Average annual

growth rate
~ (per cent) - 11.9 11.8 8.2 7.3 7.4

Source: SWKP Report



Annex VII

Zambia Import Transit Traffic

Zambia Trade Prior to Rhodesia-Zambia Alterunative Routes Absorbing Revised Traffic for
Border Closure (1972) Rhodeslan Traffie Alternative Routes

Tons per year Tons per month Tons per year Tons per month Tons per year Tons per month

Rhodeslia 900,000 75; 000 - - - -
Zaire 200, 000 16,700 72,000 6,000 276,000 23,000
Tanzania 300, 000 25,000 ¥d0, 000 40,000 780,000 65,000
Malawi 20,000 1,700 300, 000 25,000 324,000 27,000
Air & Other 10,000 800 48,000 4,000 60, 000 5,000
:4_35,-6& 119,200 900, 000 75,000 1,440,000 120,000

Source: Revised United Nations Team Report on the Rhodesla-Zambia Border Closure



Amnex

VEHICLE OFERATING COSTS
Vehicle Existing Road Improved Road

- Economic Running Costs Per Mile
(U.S. Cents)

Passenger lar 11.5 8.6
Commercial Van 4.1 . 10.9
Pi-.k-up Trucks 16.7 13.2
Large Buses 37.3 25.6
7-10 Ton Tricks 33.5 1.5

'Economic Fixed Costs Per Mile
(U.S. Cents)

Passenger Car 1.8 1.5
Commercial Van 3.3 2.2
Pick-up Trucks 5.0 3.4
Large Buses 20.1 16.6
T-10 Ton Trucks 13.6 9.1
11-28 Ton Trucks 43,6 28.8

Total Economic Running and Fixed
Costs Per Mile (U.S, Cents)

Passenger Car 13.3 10.1
Commercial Van 1T7.4 13.1
Pick-up Trucks 21.7 16.6
Large Buses ST.4 42,2
T-10 Ton Trucks 47.1 32.5
11-28 Ton Trucks 103.0 T70.3

Source: SWKP Report



Ancex __ TX
ESTIMATED ROAD MAINTENANCE COSTS ANWD SAVINGS

MAINTENANCE COSTS (1974 Prices) | TOTAL MAINTENACE COST
YEAR Ordinary Maintenance Maintenance Heplacement Total Maintenence Maintenance Savings
Existing Improved Existing Improved Existing Improved
Road Road Roud Road Road Road
$ $ $ $ $ $ 3
1978 140,701 72,401 224,824 365,525 72,401 203,124
1979 147,586 75,495 239,064 386,650 75,495 311,155
1980 156,091 79,317 253,236 409,327 19,217 330,010
1981 165,001 83,321 269, 446 434, 447 83,321 351,126
1982 174,316 87,507 287,697 462,013 87,507 374,506
1983 184, 441 92,057 305,918 356,040 490,359 448,097 42,262
1984 195,376 96,971 326,181 521,548 96,971 424,577
1985 207,526 102,431 348,455 555,981 102,431 453.550
1986 220,891 108, 437 372,770 593,661 108,437 485,224
198; 234,661 114,625 397,085 631,746 114,625 517,121
19 250,456 121,723 425,452 675,908 121,723 554,185
1989 267,466 129,367 457,872 356,040 725,338 485,407 229,931
1990 286,501 137,921 492,303 778,804 137,921 640,883
1991 : 306,751 147,021 528,776 835,527 147,021 €E8,506°
1992 324,571 156,849 569,301 893,872 156,849 737,023
1993 352,516 167,587 611,837 964,353 167,587 796,766
1994 378,436 179,235 660,467 356,040 1,038,903 535,275 503,628
1995 407,191 192,157 713,149 1,120,340 192,157 Ge8,183
1996 438,781 206,353 765,831 1,204,612 206,353- 338,259
1997 472,801 221,641 832,683 1,305,484 221,641 2,353,843

1998 509,656 238,203 899,534 1,409,190 238,203 3,172,987

Source: SWKP Report



Annex X
SUMMARY OF BENEFITS AND COSTS FOR LILONGWE-MCHINJI,
ZAMBTA BORDER ROAD, 1974-1998 '
(In thousand dollars)

(1974 Prices)

Cost of Final

End of End Of Engineering, Difference
Calen- Evalua- Road User Road User Savings In Supervision & Between
dar tion Savings Savings - Road Main- Total Road- Can- Benefits
Year Year (Normal Traffic) (Zambia Transit) tenance Benefits struction And Costs
Traffic
1974 1 $ 500 $- 500
1975 2 1,582 - 1,582
1976 3 4,000 - 4,000
1977 4 $ $ $ $ 4,000 - 4,000
1978 5 holy 642 293 1,399 1,399
1979 6 500 642 311 1,453 1,453
1980 7 551 642 330 1,523 1,523
2981 8 602 642 351 1,595 1,595
1982 9 655 642 375 1,672 1,672
1983 10 712 642 4o 1,396 1,396
1084 11 T71 642 4o5 1,838 1,838
1985 12 843 642 454 1,939 1,939
1986 13 918 642 485 2,045 2,045
1987 14 995 642 517 2,154 2,154
1988 15 1,086 642 554 2,282 2,282
1989 16 1,184 642 240 2,066 2,066
1990 17 1,298 642 61 2,581 2,581
1991 18 1,418 642 689 2,749 2,749
1992 19 1,548 642 7 2,927 2,927
1993 20 1,687 642 797 3,126 3,126
1994 21 1,840 642 504 2,986 2,986
1995 22 2,012 642 928 3,582 3,582
1996 23 2,204 642 998 "3,844 3,844
1997 a/ 24 2,411 642 1,084 4,137 4,137
1998 25 2,637 642 1,171 4,450 4,450

a/ No residual value is attributed to the road. Source: SWKP Report



Annex XI

CALCULATION OF INTERNAL RATE OF RETURN FOR THE LILONGWE-MCHINJI, ZAMBIA BORDER ROAD
BENEFITS AND COSTS, 1974-1998
(Figures in thousand dollars)

BENEFITS AND COSTS

Difference ) : )

End Of End Of Between Discount Discounted Discount "Ciscounted
Calendar Evaluation Benefits Factor At Value At Factor At Value At

Year Year ‘ And Costs 14% 14% 20% 208 .
1974 1 $ - 500 BT7 $- 439 .833 $- Wt
1975 2 -1,582 .769 -1,217 <694 - 1,098
1976 3 -4,000 675 -2,700 579 - 2,316
1977 4 -4,000 .592 -2,368 482 - 1,928
1978 5 1,399 .519 726 ho2 562
1979 6 1,453 456 663 335 487
1980 7 1,523 .4oo 609 .279 425
1981 8 1,595 351 560 233 372
1982 9 1,672 .308 515 .194 324
1983 10 1,396 270 377 .162 226
1984 11 1,838 237 436 135 248
1985 12 1,929 .208 403 .112 217
1986 13 2,045 .182 372 .093 190

1987 14 2,154 .160 345 .078 . 168"
1988 15 2,282 .140 320 .065 148
1989 16 2,066 123 254 .054 112
1990 17 2,581 .108 279 045 116
1991 18 2,749 .095 261 .038 105.

1992 19 2,927 .083 243 031 91
1993 20 3,126 073 228 .026 81
1994 21 2,986 .064 . 191 .022 66
1995 22 3,582 .056 201 .018 65
1996 23 3,844 .049 188 .015 . 58
1997 24 4,137 - .043 178 .013 54
1998 25 4,450 .038 169 .010 45
794 - . - ‘13 599

Note: The internal rate of return (by interpolation) is 16%.
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ANNEX XIII

Environmentél Analysis

ummary: The information and conclusions presented in this environmental
analysis are based on experience gained by the REDSO mission from the
Malawi Phase I Road Project and other projects.in East Africa.

It was concluded that the-overall effect of this project will have
little to no negative impact on the environment, since most construction
will involve reconstruction of an exdsting route.

The improvement of the existing facllity 1s expected to reduce the
present dust problem and lessen the soll erosion run-off now existing on
the present roadway, for an overall improvement of these conditlons in
the roadway area.

Construction of the faclility is expected to cause an increase in
vehicular and pedestrian accldents, but with police surveillance by the
Government thls can be controlled. The major adverse effect of the projec
is anticipated to be the possible increase In incidence of Malaria and
Schistosomiasls due to stagnant water standing in abandoned material plts.
This problem, if 1t arises, can be controlled by the Iilongwe Land Develop
ment ProJect Administratdon in the area. If livestock watering sites are
not required in the construction area, the contractor can be instructed
to level off, draln and seed plt areas as required.

Environmental Impact and Concerns: There are six major categorles of
environmental impact to be considered within this project. These areas
of impact or concern are:

l. The impact of stream and drainage sedimentation and contamination
during the construction phase.

2. The impact of dusting problems during the construction phase.

3. The lmpact of ecology unbalance that could result from the
twenty-four mlle section of new roadway location.

4, The 1mpact of concurrent and subsequent erosion that could
occur both during construction and subsequent to construction.

5. The possible Introduction and or increase of water source
diseeses including Malaria and Schistosomlasis that could occur
dve to open and abandoned material plts or embankment borrow
plts following completion of construction.

6. The introduction of a high speed asphalt surfaced roadway with
its ensulng danger to pedestrian and village populatinn and the
unwanted sound created by exhaust systems of vehlcular traffic.
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ANNEX XIII
Page 2

Analysis of Tmpacts and Concerns:

1. Coastruction Activity, Stream Sedimentation - Nearly all con-
struction activity will take place on low gradlent to slightly rolling
terrain and erosion by water 1s expected to have no detrimental effect
during the construction operation due to the distinet rainy season with
1ts limlited construction activity. Stream sedimentation and contamina-
tion due tc water erosion from the runoff other than the construction
area 1s expected to be minimal and is anticipated not to be any greater
than the presently existing condlitions. As a great portion of the
present dralnage channels are dry during most of the year, stream con-
tamination due to sedimentatlion would be non-existent. Sedimentation
1s not expected to be a detrimental factor contributing to any worsening
of environmental condlitions.

2. Construction Activity, Dustlng - The present existing roadway
(M-4) has a gravel/dirt surface, which during the dry season (8 months
per year) creates a major dust problem due to the high speed traffic.
The construction activities are expected to lessen this dust problem
due to the contractor having to maintain a detour roadway adjacent to
his work section. For the sectlion of new roaai‘ay locatlon the dust
problem is antleclipated to be negligible with regnrd to an environmental
impact on the area.

Using standard constructlion methods of water trucks, road detour
control and intermedlate road sectlon completions the dusting problem
during construction 1s expected to show an lmprovement over the present
road use and *the contribution of dusting to the environment from the
actual constructlion operation is expected to be minimal.

3. Ecology Unbalance, New Road location - The twenty-four mile
section of new road location from Namltete to Kamlendo will entail
clearing and grubblng, embankment construction, shallow earth cuts,
and a minor channel change of two major streams. The road location
generally follows ridge lines and other areas which are marginal for
agricultural use. This area contains no game or other wildlife, has
1little useable timber and will have little to no impact on the limited
aquatic life.

The roadway and structure designs provide for minimal disturbance
of the solls by the use of embankment sectlons and rip-rapping will also
be placed on roadway embankments at culvert ends and at checkdam sites,
to slow and direct runoff flows to control erosion. The impact on the
environment due to the new road location is anticipated to be minimal.

L, Tand Erosion, During and After Construction - The effect of
erosion during and after construction is antlcipated to be minimal as
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a balanced roadway cross section is belng used throughout most of Lhe
. length whereby excavation from wide side ditches is utllized in construcl
ing a raised roadway embankment, .

This allows cross: culverts to be kept at a higher elevation thereby
minimizing the need for excavation of long outlet ditches. Drainage
outlets are also kept at an elevation so that runoff will not disrupt
the series »f contoured drainage courses which were constructed by the
Iilongwe Tand Development Project to control erosion. It 1s estimated
that the effects of erosion now resulting from the unimproved existing
road facllity is much greater than that expected with the completion of
the road improvement.

5. Incldence of Malaria and Schistosomiasis - The construction of
the new facllity will require borrowing material from pits and select
material area which in turm will result in the creation of a series of
seasonal breeding places and shelters for vectors along the completed
roadway.

This in turn could provide a sultable habitat for the establishment
of Malaria and filariasls carrylng mosqultoes and schistosomiasis, the
snall borme disease, all of which are vectors now infecting a portion
of the population of Malawi.

. It is anticipated that some control on the above vectors will be
provided by the seasonal drying up of these pond areas and by requiring
the contractor to construct, where feasible, dralnage outlets and where
possible to locate the pits for maxdimum exposure to the sun or shade in
opposition to the natural preference for breeding. However, complete
drainage control cannot be provided and it is anticipated that during
and shortly after the rainy season a problem could exist. Control of
these ponded areas for the above mentlioned diseases can best be accom-
plished theough the Malawi Govermment structured Idllongwe Land Develop-
ment Project by use of malluscicides and insectlcides, 1f these diseases
become a problem, Control of this problem 1s then possible through the
Iilongwe Land Development Organization.

6. High Speed Facllity - The proposed construction will provide a
high speed facility for venicular operation. The geometric desian
standards are established for 100 KPH speeds, but will allow speeds in
excess of this amount. It 1s anticipated that with the completion of
the facllity to Class I Malawl Road Standards with its asphalt surface:
the incidence of vehicular accldents and pedestrian fa*alities will
increase. Due to the heavy truck traffic on thls route between Zambia
and Malawl and the projected increase in ADT flows road accidents can
be expected to increase. It is true that the design and construection
provide a safer facility with regard to all weather surface and geometrics.
However, without a concurrent imput of police traffic control and police
roadway survelllance, accident rates are expected to increase. Iocal
police enfornement, especially at the village level could help to control
the situation.
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ANNEX XIV
A,I.D, Loan No.:
Cap. Asst. Paper No. AID/DLC/P-2044

CAPITAL ASSISTANCE LCAN AUTHORIZATION
Provided from: FAA Section 10b

Malawi Roads Phase II

Pursuant to the authority vested in the Administrator of the Agency
for International Development (herelnéfter called "A.I.D,") by the
Foreign Assistance Act of 1961, as amended, and the delegations of
authority issued thereunder, I hereby authorize the establishment of
a loan to the Government of Malawi ("Borrower") of not to exceed
Eleven Million Four Hundred Thousand Dollars ($11,400,000) to assist
in financing the foreign exchange and local currency costs of road
constrﬁction and construction supervision of the Lilongwe-Mchinji,
Zambia Border Road. This loan is subject to the following terms and
conditions:

1. Interest Rate and Terms of Repayment. Borrower

shall repay the loan to A.I.D. within forty (40)
years from the date of the first disbursement
under the loan, including a grace period of not
to excead ten (10) years. Borrower shall pay to
A.I.D. interest on the unrepaid principal, and on
any iaterest accrued thereon, at the rate of two
percent {27%) per annun during the grace period

and three percent (37%) éer annum thereafter.
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2. .Other Terms and Conditions

(a): Bquipment, materials and services, except
vetroleum. oil. lubricants (POL) and bitu-
"men, financed by the loan shall be procured
‘from Malawi and from countries included in
Code 941 of the A.I.D. Geographic Code Book
as in effect at the time orders are placed
for such equipment, materials and services.
POL and bitumen may be procured from
countries included in Codes 941 or 935
of the A.I.D. Geographic Code Book. The
approval of this authorizat;on constitutes
a waiver within the meaning of Mnhual
Order 1414.1.1 and a certification that
exclusion of procurement of POL and bitu-
men from Code 935 sources would seriously
impede attainment of U,S. foreign policy
oojectives and objectives of the Foreign

Assistance Program.

(b) The loan shall be subject to such other
terms and conditions as A,I.D. may deem

advisable.

Administrator



ANNEX XV
MALAWI 'S ECONOMIC PERFORMANCE

Although endowed with relatively modest natural resources, Malawl hasg
made considerable economic progress since attaining independence in 1964,
This progress has been widespread and has stemmed largely from an increase
in agricultural production and exports, an improvement in the supporting '
infrastructure, and the development of manufacturing industries geared to
processing domestic crops and to producing import substitutes. There has
also been expansion in practically all other sectors of the economy. As

a result, during the period 1964-70 the gross domestic product at

market prices rose at a compound annual rate of 10.2 per cent at current
prices and of 5.4 per cent in real terms. Gross national product (GNP)
increased at a slightly faster pace, reflecting a gradual reduction in
net factor payments abroad owing mainly to rising remittances from migrant
Malawian workers. GDP per capita rose from about $50 in 1964 to $84 in
1971, representing an average annual rate of increase of 9.7 per cent.

These developments involved some significant changes in the structure of
‘the economy. The value added of the monetary sector expanded at a much
faster pace than that of the subsistence sector. Consequently, the con-
tribution of the monetary sector to GDP at market prices rose from 52.2
per cent in 1964 to 62.5 per cent in 1970. In the case of agriculture,
forestry and fishing, the rate of increase of marketed production was more
than twice as large as that of subsistence production, the expansion in
the agricultural sector as & whole was lower than that of GDP. Hence the
share of thls sector in GDP showed a steady decline from 57.9 per cent in
1964 to S1 per cent in 1970. Over the same period the share of manufacturing
increased from 8.3 per cent to 12.6 per cent and that of distribution from
8.1 per cent to 9.6 per cent.

In 1970 Malawi's economic growth was lower than in most recent years,
Although GDP at current market prices rose by 10.3 per cent to $356 million,
in real terms the rise was equivalent to 1.8 per cent, compared with 7.5 per
cent in 1969. The slowdown in the rate of growth was attributable largely
to unfavorable weatiier conditions, which adversely affected production of
food crops, particularly maize. However, production of most export crops
expanded considerably, and with generally favorable export prices, total
exports continued to increase, Other factors in the slowdown in 1970 were
a leveling off of building and constructlon activity, meinly as a reczult

of the completion of the Nacala railway project providing a second link

for the Malawl rail system with that of Mozambique, and a lower rate of
expansion in the distribution sector.

In 1971 there was a marked acceleration in the growth of the economy.
With better weather conditions and an increase in areas under cultivation,



production of food crops showed important gains, while output of most

export crops also increased considerably. According to certain fore-

casts prepared by the authoritles on the basis of 1970 prices, the value
added of agriculture and its related activities increased by 11.8 per cent
in 1971. As in previous years, the most dynamic section of agriculture

was the estates, partly reflecting the favorable response of growers to
expanding opportunities in the tobacco market as well as the success in-
establishing Malawian growers on an estate basls. The substantial expansion
in agricultural production contributed importantly to the growth of other
sectors of the economy, particularly distribution.

In 1973 gross domestic product (GDP) increased by 8.5 per cent in real terms,
and per capita income rose by 6 per cent after allowing for 2.6 per cent
population growth. Agriculture continued to account for nearly 50 per cent
of total production, and the non-monetary sector accounting for 32 per cent.
The proportion of GDP generated from the monetary sector continued to grow.
In 1964 the monetary economy accounted for 52 per cent of total production,
by 1970 the percentage was 62.5 and in 1973 it reached 65 per cent. Manu-
facturing in the monetary sector increased by 23 per cent in real terms and
accounted for 12.8 per cent of GDP compared with 11.3 per cent and 10.5 per
cent in the two preceding years. The output of goods for the domestic market
grew by 13.3 per cent, intermediate goods by 21.5 per cent and export
production by 9.2 per cent. The bullding and construction sector was up 25.5
per cent and public utility consumption increased by 11.9 per cent. Transport
and communications increased by 33 per cent. This sector increased con-
siderably greater than other sectors in the economy.

Prices rose approximately 17.6 per cent and exported commodity prices increased
by 11 per cenl, with the terms of trade continuing to follow the adverse trend
that began in 1971. Gross fixed capital information has been increasing at

over 20 per cent per annum compounded over the last ten years and presently
represents 20 per cent of GNP compared with 9 per cent in 1964. Overall 1973
was a year of impressive zrowth with net inflows of long term capital amount-
ing to $20.2 million to the private sector and $29 million to the public

sector. This resulted in revenue exceeding expenditures by a small amount which
reflected a rise in official foreign exchange reserves to $32.8 million.

Excerpted from IMF, Malawi - Recent Economlc Developments, March 1972 and
GOM Economic Report, 1974.






