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June 7. 1974 
MALAWI ROADS (PHASE II) 

StMfARY AND BE.COr+m1IDATIQNS 

1•. Borrower: 	 The Government ot the Republic of Malawi (GaM) 

2. 	 Loan Amount: $11,400,000 

3. 	 ~:. 

a. 	 It'.aturity: . Forty (40) years including a ten (lQ) year 
grace period. 

b. 	 !!:,terest: 2 peroent pe.r a.nnum during the graoe period, 
and 3 peroent per annum thereafter. 

o. 	 Repayment: Interest and prinoipal payable in U.S. dollars. 

4. 	 Finanoial Plan: 

A.I.:>. Loan 

COM F1r.ancial 

Contribution 2,249.000 


Total 	 $13,649,000 

5. 	 Desoription of the ProJeot: The proposed proJeot oonsists of road 
oonstruction and oonstruotion supervision of the 78 mile Lilongwe-MchinJi. 
Zambia Border Road. The oonstruotion phase will include upgrading the 
existing earth-surfaced road to a bituminous road, realignment of a 
section ~f the road, thereby reduoing the road length by 4 miles to 74 
miles and the oonstruotion of several bridges. 

6. 	 Purpose of the Loan: To finanoe all foreign exchange costs and a 
portion of the looal costs of the project. 

Baokground ~f the ProJeot: The Lilongwe-MchinJi. Zambia Border Road is 
the main road through one of Malawi's most produotive 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 eoonomio feasibility study to determine the viability of 
upgrading ~e existing earth-surfaced road to a bituminous road. The 
study was oonduoted by Soott, Wilson, KIrkpatriok and Partners, con
sulting en~~neers, and the Eoonomd8tIntelligenoe Unit, and was completed 
in April lS73 and justified improving the road. The GaM had already 
requested. prior to the study, A.I.D. finanoial assistance for road 
oonstruotion and construotion supervision for the projeot. 
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8. Export - Impol't Bank Clearanoe: Received .J.me 6, 1974 


9.' Coun'tl7 Team V'iews: , coun't17 team ~tronsly endorses the project. 


10. 	 'Statutory Criteria: Satistied; see Annex I 

11. 	 Recommendatilllls: Authorization ot a loan not to exceed $ll,4oo,000 
to tinance Q.7.niBtruction work and construction supervision ot the I 

Lilangwe-MchinJi,' Zambia. Border Road. 

capital A881s~ce Committee: 

REDSo/EA 
Loan Offioer: P. Guedet 

Engl.neer: D. Gephart 

Lawyer: w. Jones 

AID/W 

DeSk Officer: E. Gales 

Engineer: P. Stearns 

Lawyer: R. JOhnson 



I. INTRODUCTION 

A. Description of ProJeot. 

The LllongWe-MohinJi. Zambia Border Road. ·is a 78 mile road 
located in oentral western Malatfi. eXtending from Lilongwe, Malawi r s' 
new oapital, via l10hinJi to the Zambian border. 'P1is road passes 
thrOUgh one of ~alawirs most produotive agrioultural areas'and also 
serves as Malawi's major trade: route with Zambia. Additionally this. 
transport link is Zambia's only aocess to Mozambique Indian Ooean ports 
sinoe the olosure of the Rhodesian-Zambian boi-der. This loan will ~ 
finanoe realigning, upgrad~ and paving the existing ~oad, and supervisory 
engineering servioes. 

B. BaokQround. 

Malawi.is a landlooked.oount~ eXtending over 540 miies from 
north to south and less than 120miies from east to west. It is bordered 
on the east a~d south b.Y Mozambiquej 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 inoreasing annually at 2.5 percent. Agriculture 
oontributes about 50% of the GOP with large farms responsible for about 11% 
of agrioultura: produotion. Cash sales represent 28% of total agricultural 
production and total production is increasing at 9% annually. 

Since ~erly 1971, the Government of Malawi has discussed with 
A.I.D. officials the need to upgrade the Lilongwe-MchinJi, Zambia Border 
Road.-vehicl\~ traffic has increased substantially since moving the 
capital from 2:C'mba to Lilongwe and establishing closer commercial 
connections w~.th Zambia, especially since the closure of the Rhodesiu.
Zajllbia border. 

The ex~.st1ng route is of substandard design on several sections 
and consists of an earth surface which requires ~xtensive maintenance. 
The present alignment also crosses into Zambia terri.tory for a short 
stretch, thus creating potential border problems. In addition to 
c'ormecting 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 CttCila\,li, 
including a large part of the Lilongwe District which includes the IDA 
financed Lilongwe Agricultural Development Project and all of the M~ninJi 
District. AdQitionally it serves nearly all of Zambia's transit traffi~ 
which has an origin or destination. in the eastern region of Zambia, as ~1'?:ll 
as some traffic with origin or destination in Lusaka or the copperbelt of 
Zamia. 

http:Malawi.is
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As a result ot tho recent Zambia/Rhodesia border closure this 
road has taken on greater importance since the Zambia import and export 
trat'tio requlres alternative trimsport routes to the ooean. The Mohinji
Lilongwe road has been seleoted as one of Zambia' 5 external routes' to the 
ocean. This route ~ill provide for truck movements of cargo between Ulsaka 
and the MalaWi railheads presently 'at Saltma or Balaka, trereby providing 
railroad access to the ports ot Beira or Nacala. . A paved road now exists 
between Lilcngwe and BSlaka so this route 'is prtmaril~ Itsed rather th~ the 
gravel LilongWe/Salima route. A recent Canadian loan (CIDA·) will finance 
rehabilitatio~ of the Salima-Balaka rail line, purchase new rolling sto~k 
ar~ constructton of a new rail line between Salima and Lilongwe. E3timated 
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 GaM 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 Zambia, respectively. 
The Lilongwe-r>ichinji-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 
\,",'times 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 Malawian bord'=!r now 
completed, and with the newly constructed Zomba/Lilongwe road passing 
through the new rail junction at Liwonde, this road effectively links Lusaka 
and the copperbelt to Lilongwe and to the Malawian railheads and to the 
Indian Ocean ports. In 1978 the C~dian-financed railway improvements 
between Balaka an~ Salima and the new rail line between Salima and Lilongwe 
should be com~leted, including additional rolling stock. With these 
considerable im,rovements, including upgrading the Lilongwe-Mch1nJi Road, 
this route wil~ 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 expernitures to operate an inadequate but critical transportation 
route. 

The GOM officially requested A.I.D. assistance for the road during 
GaM Ministry of Finance representatives' visits to the United States in 
April 1971 and again in October 1972. During this time the GClv1 received 
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UNDP/I8FID f1na..1cial assistance to employ Scott, Will:jon, Klrkpat.T'1ck und 
Partners· (SW!tP) to conduct eCCllomic .feasibUity and engineering studies 
on the LUongwe-Mchinji, Zambia 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 Lilongwe-MchinJi, Zambia Border Road if the feasibility stu4ies 
being prepared ~. SWKP justified both upgrading the road and·ne~ . 
alignments for sections of the road. The study was completed in April 1973, 
justifying the economic viability and techrlicial feas10ility for improving 
and realigning the road as well as emphasizing the road's essential 
relationship to Malawi-Zambia trade and Zambia's access to ocean ports. 
The study suggested two possible alignments. The first alignment was 
improving th~ 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 
Daniel, 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 Malawi Roads Phase I (690-H-002) which also finances the fL~l 
engineering design, construction and construction supervision for the 
52 mile Chikwawa-Bangula Road. 

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

As the ~ost populated independent, majority-ruled state in 
Southern Africa, Malawi forms an important link in our strategy of 
supporting economic development relative to the minority-ruled states 
of the region. U.S. assistance in the transportation sector will assist 
Malawi to f~her expand its 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 rout~ to the Indian Ocean. 

D. Borrower and Implementing Agency 

The BoZTower will be the Malawi Goverrunent (GOM), acting through 
the Ministry of Finance. The Ministry of Works and Supplies, Roads 
Department will be the implementing agency. The main and secondary roads 
are maintained ~3 the Roads Department and the minor roads are the 
responsibility of the local authorities. Feeder roads construc"tec! under 
the IDA project are maintained by the project manager. 

E. Export-!.mport Bank Clearance 

The Export-Import Bank's Board of Directors considered this 
proposed loan o~ JUne 6, 1974 , and concluded that in view of ~he 
need for local ccst financing and concessional lending terms, ~~~ p~~js~~ 
was not appropriate for Export-Import Bank financing. 
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II. Teohnioal Analysis 

A. Detailed Desoription ot.the. Lilongwe-MohinJi Zambian Border ProJeot. 

1... Looation~ '!be roaa IS a 7t1-mlle east/west seo~ionof the Malawl 
road' sys.tem d~signated :rout.~ M-4. The r.08u stal·t.!ug nort.h oL' 1.11,: I.own of' 
Lilongwe, extends west from its Junotion with cxiot,lng route M-l ~(e ml1':~ 
to the Zambian Border, passing throuSh the towns of· Nam! tet,e, Kaml,endo and 
MohinJi. The project follows the existing route M-~J from the Junption of 
M-l' to the town of Namitete (30 miles), then by new realingment (24 miles) 
from Namitete to the town cit Kamlendo, and then by the existing road from 
Kamlendo to Mch:1nJ l' 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. '!be 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 rou·::e. The new location will provide for route M-4 to be totally 
located withiI.'. the country of MalaWi, as a portion of existing M-4, between 
Namitetd and Y~endo 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 'culvert 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 part of the reconstruction and minor relocations of the existing 
route. 

B. Engineeri:lg Design Services. 

1. Baokground. In early 1972 the Government of Malawi (GDM) 

requested UNDP to finance a feasibility study for the improvement of a 

78 mile route in central Malawi extending west.ard from the Capital of 

Lilongwe threugh MchinJ i 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 

carr.r out the el~ineering and economic investigation respectively. 


This study was completed in April 1973 and was th~ bas~s ~~~ 


the final des:!.gn engineering as performed by the U.S. consul:a!";: ~!.!"r.I 


Daniel, Mann, Johnson and Mendenhall (DMJM), financed und~r A. L.:J. 

Loan No. 690-H-002. 


2. Fir.al Design Details. This work is being performed by DMJM 

under a GOMVDMJM contract financed by A.I.D. 


De~ign standards were initially established by the GOM as 
agreed by A.I.u., to have a roadway constructed to a Malawi Class I Standard. 

http:des:!.gn
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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 ~!a~io vol~s. "~~t stiucture Will be "deSigned for the 
~~_'~'n'''wlE:nt lUlIber of l80P pound axle loads which acccn:dinq to the 
estima~ff.C"p?Ojec£:i.alS~! are "expected to oo:ur over a 20 year
"periOd. ---": 

In the" flat to slightly rolling terrain there are no 
vertical"ali~unerit restr1ct10ns and grades are less than. 5 percent., The 
design fo~ ho~izontal alignment will provide for a design speed of 
"60 m.p.h. (100 k.p.h.) ~eproJect will generally be a "borrO"!" type 
embankment cO%'Js"truct10n to place the finished roadway above the existing 
ground level. The embankment height w11l vary in order to clear cross 
drainage culverts and provide adequate structural support over areas 
where swampy ground and unstable soils conditions may exist. Pavement 
designs are based on the British Road Research Laboratory Report LR-279 
and the Asphalt Institute Series MS-l dated December 1969. 

~e type of pavement structure being considered by DMJM 
consists of ~ix inches of select borrow subbase material overlain by 
six inches of ("ement treated base material. with a wearing surface of a 
double bitumir.ous surface t!'eatment. 

The sect10n of existing asphalt surfaced roadway (4.4 miles) 
at the east e~d of the project. which is 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 ~re 
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 min~ geometric standards for a 
design speed of 100 k.p.h. (60 m.p.h.) The Eastern portion of the road. 
from Junction M-4 with M-l. lies on flat to slightly rolling terrain 
with curves of ~ess 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 c~osely 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 Sua IUver 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 
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struotures for' f~,ve river cross1.nss and crossroad drainage culverts will 
be utilized. "Vertical alignment throughout the 74" mile section exceeds 
the m1n1mWD gUometrio requirements for the 100 k.p.h. design speed. 

4." Bridges. 'lne reconstruction and n~w roadway alignment will 
provide for the constrUction of five bridges, from 45 to 315 feet in 
length. Two 01' these bric:lges will be o,n" new location." Structural desi,:m
-otbridges will be based upon the AASIfJ H-20 Design roarfolnq, am is ad~te 
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." 'Ibis 
la'ct:er provision was reccmnen:ied by [Kltt fol.lodnq field investigations which 
shcMed a hiqh volune 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 piles. The actual extent of piling 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 quicKly erected and require a min~ of falsework. 

C. Engineerlng Services. 

Super-visory Engineering. Supervisory Engineering services will 
be provided b.1a U.S. consultant firm. It is antiCipated by the GOM that 
the services 01' 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 ~pervisory work will be carried out by expatriate engineers 
as well as loca:ly hired technicians if available. It is estimated that 
the time-rate, lump-sum, supervisory engineering contract will cost 
$890,200, based upon an estimated construction time of 30 months. 

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

D. Construc~ion Services. 

Construction of this project is expected to be carried out by a 
U.S. or other Cone 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 ~ comp~t1t1ve unit pl'ltlI~ hl!s!:: 
with award to the lowest.responsive biddp.r. It Is expected t.haL Lbo 
present A•.IoD. financed-an-going constructlon of the Ch Lkwnwa.-I~np;ulll 
Road in MalaWi. with its six prequal1f'ied U.S. c.ontrantors will p~:I(ml. 
an incentive for th.e same U.S. firms to bid on this pr·ojecl:,·•. 

U.S. procurement of steel beams. reinforcing steel. culvertin.g 
and construction equipment is anticipated. These materials and equipment 
as well as pelL and other plant eqUipment can be mobillzed to the site by 
rail through Mozambique from Beira or Nacala to Salima or Balaka in 
Malawi. thence b,y 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' constI~ction records 
and the c~ultant's most recent cost ana~vsis (April. 1974) and 
projections of costs (Jun~. 1975) for the 52 mile construction of the 
A. I.D. finan.ced Chikwawa-Bangula Road in Southern Malawi. C31c.ulntior.s 
.f01' -=!uanilities or' \IOl'}: it<2:r.s were baSAd 1:.!1on tlie :1'oll·)wlng. 

1. Mocilization. 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 
consists of fi:l 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 deteI'IIJille the quantity and. quality of the materials. and computing 
average haul distances to embankment placement sites. the estimated costs 
of these' item~ were established. 

3. ~~ent (base and surface). Material sit2s have b~en 
tentatively identified for source of base and surfacing materials. 
Quantities have been calculated for a 6" thi~kness of cement stabilized 
g.'avel for the baSe and for an asphalt prime and double surface treatment. 

4. StructuI'es. Bridges 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. ~v€rts. From the I'eview of the SWKP report and additional 
field and topography investigations the consultant obtained data concerning 
flooding. rainfall. and catchment aI'eas from which they calculated the 
expected water l'Unoff. From these runoff data and stream flows the 
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neoessary culvert or structure opening and site location requirements t'ere 
determined. .For minor drainage st~ctures (culverts) the consultant ua~'d 
reoently obta1ned prices ot culvert materj.~ls and placement costs to 
estimate the ~osts of oulvert constructi~. 

6. Mi,3cellaneous. Costs for' roadway clearance. maintenance 
of traffic. ~ign1ng. oamp operatiOnS. vehicl~' support etc. werecalou1ated 
on a lump sum basis from recent cost projections made for the Chikwawa
::3angula Road. 

7. Rinht-of-way-costs. These will be assumed by the GOM and 
are inclUded a~ a Malawian contribution. 

8. ~1neer1ng Construction Costs (June, 1975 )-: -fhlmma.ry 
breakdown as follows: 

·FX Cost. 

(a) 

(b) 

(c) 

(d) 

(e) 

(f) 

Mobilization and. General 

Earthwork 
EmlJankment 
Subbase 

Pavement (base &surface) 

struotures (bridges) 

Culverts 

Miscellaneous 

Sub-Total 

15~ quantity contingency 
Total construction cost 

15~ Cost escalation (June 1976) 
Estimated total 

c~nstruction cost 

$ 923,000 

1,158,300 
657,500 

3.. 021.400 

427,500 

99,600 

:32Iz200 

$6,684',800 

1£002£700 
$7.. 687,500 

ll12~!200 

$8 .. 840,700 

700,000 

7~ escalation cost 

Sub-Total 

Estimated Total Project Cost 

~,ooo 

749,000 

$9,589,700 

Local Cost -rota1 Cost 

$ 540,000 . $1,463,000 

505,400 1,663,700 
294,800 952,300 

1,283..200 4.. 304,600 

174,600 602,100 

28,700 128,300 

12~zooo :220 2:200 

$2,949,700 

442£500 
$3,392,200 

208 ,200 

$3,901,100 

132,000 

9,200 

$9,634,500 

12445,200 
$11,079,700 

1,662,100 

$12,741 ..800 

832,000 

58 z200 
141..200 890,200 

$4,042,300 $13£632,000 

Note: Malawi Kwa~ha 1.00 = U.S. $1.20. 

http:fhlmma.ry
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~ abJve cost est.imate :in::l.u:3es a 10% contingency to project ocst 
to J\Jne 1975, the beqinninq of the xoad ccnst:ruction. 'lhe c:or.struction oost 
price index has risen over the past two years in excess of 12% per year with 
llOL. prices ris.i..~ in excess of 75% over the past year. COnsequently a 1S% oost 
escalation is also applied to cover possible cost increases to .Tune, 1976, the 
mid-point of the cxmstruct:i.on period. . 

F. Mainte~. 

The Roads'Department~ withln the GaM'MinistrY of Works and 
Supplies (MCWS) is responsible ,for maintaining the Malawi, road system. 
The Ministry has a competent staff of expatriate and Malawian engineers, 
skUled laborers, and equipment operators to maintain Malawi's road network. 
The Malawi road network for paved all weather roads is increasing 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 road maintenance work. The Ministry of Finance considers 
the MOW's'road maintenance work an important factor in prc?enting 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. ~.aintenance required during this period will consist 
principally of normal routine maintenance of hand labor for clearing of 
shoulders and shaping of ditches and :ulvert entrances and minor patching 
of roadway surface. The MOW has the capapilit.1 to carry out maintenance 
of bituminous surfaced roads as'evidenced by the recently completed 
bitumen surfacing and chipping of the )26 mile Lake Shore Road while 
concurrently maintaining some 774 miles of asphalt roads within the coun~ry. 
This work is carried out by MOt'i forces and equipment. In.view of tho: 
foregoing them is every reason to believe the project as~proposea can be 
efficiently ma.:ntained by the GOM. 

G. Labor Intensive Considerations. 

During the final design stage the consultant is considering the 
applications vf labor intensive methods for the construction phase of 
tpis 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 utIlize, to the extent available, local labor for these 
operations. 

http:cxmstruct:i.on
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Conyftrsely all earthwork, subbase, base and sUI'fac1ng wUl bf., 
constructed.by capital 1htensive methods. This i~ due to t.he !'Iaul 
distance, material preparat1on,. oompactiOn requirement.s and ol.llm' 
specificatiOn'controi requirements gove'rnii'lg 'the construction 'or the 
base and surface courses which cannot ~ met by'labor intensive methods. 
This also applies to pile installation, concrete mtxtng and specific 
operations related to the installation of structures. 

The Qid documents for construction of the project will be based 
on end result spacifications with the contractor having the flexibility, 
in terms of oiddtng, of determining his least cost approach to meet the 
job 'requirements Without undue restrictions and constraints'. Therefore, 
it is left to the contractor 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 earlj- 1972, the GOM requested UNOP to finance a fea~jbilltJ 
study on the tmprovement of the 78 mile route (M-4) from Lilongwe through 
Mchinji to the border with Zambia. The mRD in administering the UNDP 
grant, contracted with the firms of Scott, Wilson, Kirkpatrick & Partners 
(SWKP) and the Economist Intelligence Unit to carry o~t the preliminary 
engineerir.tg ane economic feasibility investigations. This study resulted 
in the SWKP Report "Study of the Lilongwe-Mchinj i Border Road and the 
Lllongwe-Mzimba Road II dated April, 1973'. 

After reviewing the SWKP report and deciding on the af, ..I",')priate 
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 1n developing these costs was made and summarized in Section "E" 
above. The er~ineers contingency factor of 15 percent included in the 
construction coets 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 6ll(a) of the 
Foreign Assistap.ce Act of 1961, as amended. Similarly, the tecbnical 
and economic L~vestigations associated with the development of this 
project were f~ to be acceptable and sufficient to provide the basis 
for subsequent construction. 

I. Implementation Schedule. 

The conotruction period, as noted in Section liD" allows 30 months 
including an es+.imated 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 initiated as soon as possible to facilitate implementation 
of the project and minimize, price escalation. 

http:Assistap.ce
http:engineerir.tg
http:constructed.by


The 	following scneaUJ.e is proposed. 

1.' 	Authorize Loan June_ 1974 

2. 	 Sign'Loan Agreement July_ 1974 

3 .. 	Prequalify Construction contractors Sept. 1974 

4. 	 Completion final design and 
Preparation IF.B documents Nov. '1974 

5. 	 Issue IF.B documents Dec. 1974 

6. 	 Open Bids (60-day period) Feb. 15_ 1975 

7. 	 Execute Engineering Supervision 
Contract 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 

III. ECONOMIC ANALYSIS 

A. 	 Transp"rt Sector. 

MalaWi is a physically small landlocked country with a total 
area of 45,747 ~quare miles of which Lake Malawi occupies approximately 
one-fifth. Its length and its lake lie north-south, which encourages a 
natural emphasis on longitudinal lines of internal transport. The lack 
of an indigenous sea outlet requires considerable transportation 
integration with Mozambique. Malawi's location also provides potential 
benefits from Zambian and Mozambique transit traffic. In the former 
case_ such trade Ll the past has proved to be more a function of short 
term political ~xpediency than of economics. However, now with t~~ 
closure of the Rhodesian-Zambian border and given medium to 10l'!g '";r::~ 

effective pursuits of internal transport efficiency, Malawi is "'i~~l 
situated to become a least-cost link in Zambia's international trad~ 
network. 

The tran~portation infrastructure that Malawi inherited at the 
time of independence was incapable of handling the volume of goods 
produced by Malawi. The need for new and improved roads was widespread. 
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Since indepenrtence 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 Dector. 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 railway with the road transport industry providing 
a feeder serv!.ce to the railway. This general distinction between long 
haul rail se~ice 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 774 are bit.umen, 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 hi~ 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, (pI'incipal function is 'to facilitate the despatch of 
agricultural produce from farms or estates to markets) is mostly low grade, 
ear.th surfaced with limited ~a1nage and sub-standard bridging. 

Road Tran~port. 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 commerci~l vehicles (excluding motor cycles) were 4.3 percent, 
8.1 percent and 8.6 percent respectively.(Soe 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 1964-71 period, but the rate of increase for light commercial 
vehicles was j~~t under 7 percent a year. The largest increases were in new 
registrations of larger commercial vehicles. 

Commerqial 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 ma.1n freight companies are Press Transport Limited and 
Roadmarc which is jointly owned by Road Motor Services and the AgricuP)..I!",=-l 

http:serv!.ce
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Development aIti· Marketing Corporation (ADMARC) and carries" agricultural 
produce for ADMARC. Beddes the four main haulage companies, there are 
about six small companies each with e to 15 trucks. Numerous small· 
operators ownd-~. only 9ne or two vehicles account for the industry's 
remaining capacity." Annex IV indicates numbers and capacity of the 
licensed comm~rcial vehicle fleet in Malawi. 

RaU 3ervice. The Mal~Wi Railway system is 3 r 6 "gauge runnibg 
southward frOD Salima in the Central Region through Balaka:, Blantyre, and. 
NsanJe" Malaw~. I s southern border with Mozambique. This Railway line also 
extends 62 miles eastward "from the main line, at eleven miles south of 
Balaka (Nkaya) to connect with the Mozambique RaUway line to Nacala. 
These lines cormect with Mozambi~~p. 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 mile s. Rail 
mileages from Salima are 496 mUes to Be ira and 554 miles to Nacala. The 
Balaka-Salima section (97 miles)" is being rehabilitated and also construction 
is under way tor a new 86 mile rail line between Salima and Lilongwe .. both 
financed by 8. $20 million Canadian loan (CIDA). This loan will include 
equipment and a $2.3 million grant to fir~ce technical personnel through 
1978 when the Balaka-Salima improvements and the new rail line to Lilongwe 
are completed. This is the second Canadian loan for railway improvements. 
The previous loan was in.1971 for $2.5 mUlion 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 oetween Balaka and the southern border. The GOM is 
contributing $300,000 from its own resources for this project. 

TABLE I. 	 ANNUAL CrROSS OPERATING SURPLUS AND TONNAGE CARRIED BY MAIAwt- RAIDIAYS 

(In Thousands) 

Gross Total Zambian Excluding 
Surplus Tonnage Traffic Zambian 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 
1971 1,,367 1.096 7 1,089 
1972 1,114 1,164- 6 1,158 
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cover the central and northern regions. The airline also 

int4:!rr.ational services from Chlleka to Salisbur~r~ Beira, 


Nairobi, Seychelles and Johannesburg. Air Malawi's fleet 
I of two Viscounts, two Hawker Siddeley 748s, two Britten Norman 
's and a BAC 1-11. The construction of a $320,000 maintenance 
Chlleka Airport has allowed Air Malawi to undertake maintenance 
, of its own aircraft fleet but also those of visiting airlines 
Ll~ based light aircraft. Several international airlines 
Malawi. At present there is no evidence of any unfulfilled demand 
irnal or external air service. Air Malawi is producing a workable 
osting surplus. 

, 
Lake gervice. The Lake Service has been operated by Malawi 
: Ltd. since 1953, although full ownership of assets was only 
. in 1969. Its primary function has been to sarve the transportation 
, the northern region. The principal lake service fleet consists of 
,ps. In addition, there are five tugs, six barges and several oil 

Lake Service headquarters is at Monkey Bay, where dockyard and 
cilities exist. The only other port facilities are at Chipoka 
ent rail/lake interchange point and Khata Bay. The Lake Service 
ealize 3n $89,000 profit for 1973, however, from 1964 to 1972 it 
, at a deficit. Lake Service tonnage grew from 13,800 tons and 
assengers in 1964 to 35,000 tons and 130,000 passengers in 1973. 

~elated Asricultural Sector 

The vast majority of MalaWi's 4.7 million population depends 
livelihood on fa~ing. Out of an economically active population 
ximately 1.5 million, it is estimated that aPl'roximately 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 
~t 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 

~al productivity the GOM, with the assistance of the IDA, is 

~ productive agricultural projects such as extension and marketing 

lS and constructing farm-to-market feeder roads. 
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Between Lilongwe and MchinJi the road pa~ses ~nrougb one of the 
most' productive agricultural areas in Malawi.' The Lilongwe Plain is 
the largest maize growing area in the country and it 'is also the source 
of a large p-!-opor'tiOn of Malawi's exports of groundnuts and tobacco. 
In 1970 this area produced approximately 60 percent. ~f the country's 
gross maize 3Ur!>lus. Top priority is being given to ,increasing 
agricultural' !>.roductivity thrOugh the establishment of agricultural 
projects and settlement schemes. 

The IVA has been involved in the Lilongwe Development Project 
since 1968. An initial $6,m1llion covered the financing for the first 
four years of the 13 year program'for the integrated devdopment of 
agriculture on about 1.1 million acres of land around Lilongwe. Field 
development was completed ahead of schedule in September 1971 and t.he 
funds were fully disbursed. All aspects of the project have progressed 
satisfactorily and crop yields have met the original goals. Some 24, 000 
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 soil conservation system of mechanically constructed 
terraces, markating 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 project has been successful in reaching a large proportion 
of farmers, achieving substantial yield increases for maize and groundnuts, 
and in obtaining excellent repayment records in its credit operations. 
The project has ~roven 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. Malawi-Zambia Trade. 

The trade between the two countries is modest due to both countries 
having similar agricultural structures and also Zambia's exports are 
predomLiantly 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'l.arge" shipments' ot maize ·am flour. The majority ot 
M8l.awi t s expor-~s to Zambia consist of re';'exports of fuel. The 
Zambian Governt'lent makes speci81 provis:1ons for. the 'Eastern Province 
of Zambia to be' supplied by Malawi. All 'ot Ma,lawi' s fuel re:-'exports and 
at least haU' of the other goods are to the Eastem,Province. See, 
Annex V tor nil itemized account of Malawian imports, ancl exporta 1,0, 

Zambia for th~ y-ears 1968 through 1971.' 

Malaw1-Zambian trade should increase due to the Zambian policy-i 
ot intensive agricultural~ iDdustrial and tourist development of the 
Eastern Prov,:lnce., This includes constructing tour' new game'lodges with 
150 beds each" in the Luangwa Valley- National Park~ the tirst to be 
completed in 1974/75. The eftects of this intensive development policy 
should :Increase Malawian exports ot raw materials such as fuel and anima: 
teeds. Also the development ot Lilongwe should encourage greater trade 
with the Eastern Province since it wID be the nearest maJor service and 
social center to Eastern Zambia. The Eastern Province of Zambia will 
continue to aepend on Malawi in view of its lack of rail access and 
remoteness from Lusaka and the ~opperbelt. Annex VI indicates the 
actual trade L1 1971 and proJected growth in commodity trade between 
Malawi ancl Zam~ia for the years 1974 through 1993. 

D. Zambian Transit Trade. 

Tre Lilongwe-Mch1nJi~ Zambia Border Road is the main road link 
between Malawi and Lusaka~ Zambia's capital~ and the copperbelt in 
Zambia. This roed 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 railway and to the ports of Beira and Nacala. 
This route ha~ assumed a greater importance since Zambia decided to 
discontinue using Rhodesia's railway for its transit traffic and the 
subsequent clos:l.ng of the Zambia-Rhodesia Border in January ~ 1973. 

Zambia's average total monthly trade in 1972 ~as 120,000 tons of 
imports (1.4 million tons for the year)~ excluding pipeline traffic. 
Prior to January 1973~ this traffic was carried on four main rou~es; 
Rhodesia railwa~s (75~OOO tons/month), Zaire (17~000 tons/mon~h), 
Tanzania (25~OOO tons/month)~ Malawi (2~OOO tons/month) and by air 
transport (1,,000 tons/month). Zambia's exports were 785~OOO tons 
in 1972 (65,000 tons per month) and are estimated at 895~OOO in 1974. 
In 1972 the exports consisted of 700~OOO tons of copper and 85~000 
tons of lead ~nd zinc. Since Zambia's total import tor~age is grp.at~r 
and more bulky than the exports~ alternative routes carrying the mont.hl,7 
imports will obviously have the capacity to carry the exports. 'I'hp.:::e 
routes will have to absorb 75~OOO tons of monthly imports that w~~ 
previously carried by Rhodesia railways. 

http:clos:l.ng
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In March 1973# a united Nations team visited Zambia and 
assessed the transportation problem resulting from the Rhodesia-Zambia 
Border closin8. , After reviewing the capacity of ~he normally travelled 
routes and the capabilities of the equipment being used, it was 
determined tha~ these different modes of ,transport with improvements 
and additional ~quipment, could assume the 75#000 tons normally carried 
on the Rhodesian railways. See Annex VII for breakdown of revised 
Zambian trade tonnage for the alternative routes. 

In order for Malawi and Tanzania to efficiently carry a portion 
of the 75.000 t~s a month, extra eqUipment is required and rehabilitation 
must be completed on certain sections of the routes. Meanwhile, Malawi 
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 MarcIL 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 Mozambiqce 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 ~~orts. In 1973, Zambia's lead and zinc exports were 
transported through Malawi to the Beira Port. 'This export item represents 
the 7,000 tons a month agreed to between Malawi 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 efficiently 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 road or extend the 
railhead from Salima to Lilongwe, rehabilitate the Salima-Balaka section 
of the railway ~~d add ancillary railway equipment. Through the Canadian 
loan, both the Sal1ma-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 Zamb~a one of the two least-cost links (other is Zaire/Ar~ola 
route) to ocean ports. It will be Zambia's shortest route to an ocea~ 
port (1,052 mi:es to Beira and 1,110 miles to Nacala) compared ~o ~earlJ 
1,400 miles to Dar es Salaam and Lobito. And with the exception of Lobito, 
the Mozambique ports are more efficient, less congested and port charges 
considerably less expensive than at Dar. In fact, Dar es Salaam port hao 
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recently increased port charges b.v over 400 percent from last year 
and vessel:wa!ttng time ranges from three to four weeks. During 1913# 
Dar es Salaam port handled an average of only 23# 000 tons a month of 
Zambian copper. ·This amount is less than ha16 of the estimated 65#000, 
tons per mon+.hthat· was estimated by the U.N. ·team in order to assist 
Zambia~ See Annex VTI. Due to these d1ff!culties# 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 JuS"tU"ication for Road. 

The growth of Malawi', s econouw is dependent on the availability 
of an efficient and reliable transportation system. This is particularly 
so in relation to a good road network and railway system since Malawi# 
being both landlocked and dependent on an agricultural economy# 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 efficient collection and distribution of agricultural produce and 
merchandise but also to support the GOM efforts now being made to develop 
the tourist in1ustry. Lake Malawi has a number of resort hotels that 
offer water sports and fishing; but these are of little economic benefit 
unless ade4uate all-weather roads are available to these areas. A 
sizeable portion of tourists visiting these resorts are from Zambia. 

The SWK? report projected conservatively that the "normal" 
traffic (trafl'ic not including Zambia transit traffic) is estimated to 
grow at 9 percent annually. The economic and technical feasibility 
study prepared ~y SMKP determined that the Lilongwe-MchinJi# Zambia 
Border Road is economically viable# yielding an internal rate of return 
in excess of the 12 percent opportunity cost of capital in Malawi. 
Furthermore# ~he ~tudy justifies 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 railway is 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 Unmobilized on various 
parts of the road because of quaggy road conditions. At other times, 
especially during the dry season, the road corrugation and dust crea~e 
dangerous driving conditions# accompanied Qy vehicle delays and high 
operating costs. 
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The Malawian transit check station positioned 'a few miles 
westward from ~longwe is recording 140 heavy commercial vehicles 
(7-20 tons) Ii day on the Lilongwe-Mch1nJi, Zambia Border Road. This 
1noreas':1ng volume of traffic ooupled with deteriorating road conditions 
and favorable '9conomio 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 accomodatl 
Zambia transit traffic. 

P. Econooic 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 could 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 or the road are poor and deteriorating, this does not discourage 
production in the area and utilization of the road. The area is densely 
populated (20C-300 per square mile) with nigh agricultural productivity. 
The road benefits will be l~duction of vehicle operating cost and road 
maintenance cost. 

1. E"d.sting 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 ".'las 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 
demo~1Strate the same percentage increase by vehicle types as for 1974. 
The Zambia transit traffic figures represent actual trucks required to 
transport the 3't,OOO 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 markec~ over the next few years. Because of the congested 
port faoilitias at Dar es Salaam copper as well as lead and zinc may 
soon be transpcrted on this road. 
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TAmE n 

Est1mat.ed AveraSe .DailY' Traffic' (AM) By Vehicle Type 

Vehio1e Type: 1984~ 1:212. ~ ~ ~ 

Cars 
(9~ increase a year) 50 77 119 184 285 403 

Commercial Vans 

(2 axle - 1.5 tons) 

(9~ increase a ye~r) 28 44 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 44 

7-10 Ton Trucks 
(8~ increase a year) 31 46 68 99 146 200 

11-28 Ton Trucks 
(Truck and Trailer Units) 
(11 ~ increase a year) 24 41 108.....2... .l:L ...1SL 

Sub-Total 146 224 342 520 794 1,118 

Zambia Transit Trucks 
7-10 Ton Trucks 39 39 39 39 39 39 

11-28 Ton Trucks ...22... ..22- ..22- ...22... 22- 22-
TarA!. 244 322 440 618 892 1,216 

http:22-..22-...22
http:Est1mat.ed
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2. Vehicle Operating Costs. 

The t.)llowtng table gives vehicle operating c'ostS for siX 
vehicle types for the existing and improved road.' Vehicle operating costs 
are derived f~om econom~c running and economic fixed costs. The running 
costs consist ot depreciation, maintenance and repairs. fuel. tir.es. 
lubricants and'-insurance. ,While the fixed costs are driver wages. 
overheads. and interest charges. divided b.1 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;I 

Annex VIII for e detailed breakdown of running and. fixed costs. 

TABLE III 

Vehicle Operating Costs 

Tot~l Running and Fixed Costs Per Mile (U.S. Cents) 

Vehicle Type Existing Road Improved Road 

Car 13.3 10.1 

Commercial Van 17.4 13.1 

Pick-up truck 21.7 16.6 

Large buses 57.4 42.2 

7-10 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 Ar.nex 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 ~hen the improved road is expected to be in operation. 
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Tl'iese estilDatea: sav1ilgs' are based on' a snorter d'istance bY four miles ' 
on the relocated road ahd also taking into consideration the difference 
in operating costs per vehicle-mile on an earth versus bituminous 
Surface road. The estimated savings in normal traffic for 1978 is 
$464,,000 and is over two million dollars in 1998. Road user savings 
for Zambian traI'sit traffic remains .'!onstant" as do the number and type 
of vehicles" at'$642"OOO per year. 

G. Bene~it-Cost Analysis and Internal Rate of Return. 

1. Benefits. The 'benefits are ccirifiried to road users' savings 
and road maintenance costs savings. These benefits consist of savings 
to normal and Zambia transit traffic. 

\ 

2. Costs. The cost items are final engineering design.. 
construction-auur-construction supervision of the road. These costs 
are presented in Section IT of this paper. The financial disbursements 
are divided appr:lXimately equally during the years 1975 through 19Tr.., the 
years during which the work is expected to be conducted. 

The l:enefit and cost streams are shown in Annex X. 

3. Int~rnal Rate of Return and Sensitivity Analysis. The 
internal rata was determined by finding an interest rate which.. when 
used to discount the data in the column showing the difference between 
benefits and costs .. brings the sum of discounted values 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 benafits 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. 

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

In ell cases, the internal rate of return never drops bel~~ 
the 12 percent opportunity cost of ,.~pital in Malawi. See Annex XI for 
the internal rate of return calculations. 



H. . Incidence of Other ·Benef.its. 

At independence, Malawi had a grossly inadequatr.·tronsportaUon 
system, but massive investments in all transportation moUes have n Inr!!: . 
eliminated most of the bottlenecks. The largest portion of publLc ::;f'.)r:f.or 
investment since 1964 'has been for transportation. The expansion. of the 
transport system has been a prerequisite for raising ?sricultural. ~ 
production and exports, and subsequently raising the standard of living 
of small farmers. It is estimated by the IDA that average annual net 
cash incomes of farm families within' the area of the road and involved 
in IDA Lilongwe Agricultural Project should increase $120 per year for 
a fully participating farmer raising cattle. The average net income for 
a farmer produ~ing 10 acres of maize is estimated to increase from 
$96 to $170 per year. 

IV• Financial Analys is. 

A. Financial Requirements. 

The following requirements are based on Danial, 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 percp.nt 
contingency is added for any unexpected increases of quantities and 
costs in mater.!als. 

FX Costs Local Costs Total Costs 

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

Engineering Construction 
Supervision Z~,Ooo 141£200 890,200 

TCYrAL $9,589,700 $4,04:!,3OO $13,632,000 

B. Financial Plan. 

The folJ.owing is the proposed financial plan for the proJ'=!~-.;. 
The GCM's financial contribution represents 17 percent of th'=! es'tima-:ed 
road cost, a four percent increase over previous GOM financial 
contributions to A.I.D.-financed projects. Additionally, the Govp.rnm'=!nt 
is providing a $1,546,000 contribution-in-kind conSisting of r-ight-of-\-Ia:r 
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 j and irreplaceable 

http:percp.nt
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IlA"tiura", resources such as' gravel, stone, and limestone. The GCIt1 
contribution-1n.-kind represents a sunk cost. 'lhese items being 
contributed tor the road proJeot. otter, tor the most part, no 
alternaUve use and therefore are not· oonsidered in the benefit-cost 
analysis. TX1e total. Gatt contribution ·is $3,795,000, representing
25 percent of' the project .cost, . thereby. complying with the recently 
enacted FAA 1:&'0(a) requ1r.ing· recipients of A. I.D. loans to contribute.." 
25 percent of the total proJect costs•. The GCM's propc:::cd contribution 
is itemized in an official letter of May 9, 1974 from ·the GaM 
Secretary to the TreasurY to the United States Ambassador to Malawi. 

FX Costs Local Costs 

A.I.D. $9,606,000 $1,794,000 

COM 2,249,000 2,249,000 

TOTAL $9,606,000 $4,043,000 $13,649,000 

C. Other Sources of Assistance. 

The COM's development outlay during 1964-1972 was primarily 
financed by external assistance. Throughout the period, the United Kingdom 
remained the main source of foreign aid, both in absolute and relative terms, 
although of' diminishing importance. Aid from the U.K. to Malawi has 
gradually changed from grants to soft loans, 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 million 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 foreign sources, both bilateral (mainly 
South Africa, G<:!t"I118JlY and U.S.A.) and multilateral (mainly" World Bank Group), 
so that sources other than the U.K. now provide about 70 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 c3pital at Lilongwe. One loan for the Equivalent of $12 million 
was extended br the Industrial Development Corporation of South Africa to 
finance the Na~ala Railway 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 trom the IDA have been us~d for the Lilongwe and the 
Shire Valley ~grioultural development.sohemes, as well as for eduoation, 
road and electrio power projects. A large part of the loans from Germany 
have been used for tlle Sullma agrioulturul sch(!mt! un<.! road Ilonsl.rur.:t.ton. 
These loans Cc!rryr:.tt.l13 oJ: interest ranging t'l'om ~ ptll'(!onL t.o ? 1"I'!r'I!/m l. 
and' have maturities ranging from 15 to 30 yp.llrc. 11.. T.n. nx't.Nld~d " 
$8.2 million loan to finanoe a seotion of the Lakeshore Road" a loan 
of $1.2 million to finanoe oonstruction of seven university dormitories 
and a $8.3 million loan to f:1nance final engineering design, construction 
and construction supervision for the Chikwawa-Bangula Road and final 
engineering des::'gn for the LUongwe-Mch1nji Road. 

D. Prospects for Repayment., 

At the end of 1973, Malawi's external public debt was $171.6'mil1ion, 
including und1~bursed 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 avaUable 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 percent~ge of exports of domestic goods and services, the debt service 
ratio wUl rise to 13.7 percent in 1975, peaking at 15.0 percent in 1978 
and easing to 14.6 percent in 1980. A.rly 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 there a~e reasonable prospects for repayment of this loan. 

V. Economic Effects of the Loan. 

A. Effect ~n U.S. Economy'and Balance of Payments. 

This loan will assist the U.S. economy by employing a U.S. 
engineering f~ for construction supervision for the road. Furthermore, 
it is likely that a U.S. construction contractor or a U.S. contractor in 
joint venture '~ith a local or 941 Code country firm will probably con:::tr1,lr~ I:. 
the road sinoe it is doubtful that any local contractor has the cons I:.r·ur! t. tor, 
capabU1ties to carry out the job. 

B. Effect on Private Enterprise. 

The proposed loan will finance a contract with private engine~ring 
and construction ~irms. Additionally, once completed, the road will assist 
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. 

When preparing ~e preliminary cost estimates for this project 
the- consulting ensineer investigated the alternat.1ves of purch£ising POL 
products trom the Republic ot SO\lth Africa' (Code 935) 1 the United. States 
and other 941 Code countries. It was determined1 as for previous road 
projects in lofalawi and Botswanal that a substantial· CCl".!t difference I 
exists betwee~ purchasing POL from 941 Code countries and the 
Republic of SGuth Africa or Mozambiquel the normal and established sources 
of POL for Mal.awi. For the A.I.D;-financed ChikWawa-Bangula Road (Malawi) 
a 935 Code POL waiver was approved with estimated savings of $3501 000 and 
avoided costly logistic support that the construction contractor would 
have been ~~~~~..:t~_pz:ovi_~e_1n. ord~;-. tc? store large quantiti.es of POL 
product~ .•_ .P.Q.~__and bit1,lll1en requi~em.ents for this project are estimated at: 
Sl.5.mlllion. 

If a contractor is required to purchase POL from Code 941 countriesl 
he would have to order large quantities of POL and provide storage facilities 
to insure adequate supplies during the contract period. In addition to the 
added expense uf procuring and shipping cost due to utilizing other than 
normal supply sources l a considerable service and logistic cost would incurl 
all at the exp.3nse of the GOM. Therefore 1 this paper and accompanying loan 
authorization permits procurement of Pot products 1 bitumen and related 
transportation services from A.I.D. Geographic Code 935 countries. 

D. Environn:ental Impact. 

The projE.-ct 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 ~otfl it is expected that with the completion of the new 
facility these existing adverse conditions due to the present roadway 
will improve l creating a net positive benefit to the environment. For a 
full discussion of this project's impact on environmental conditions, 
see Annex XIII. 

http:quantiti.es


ANNEX I 

CHECKI,IST OF STATlrr01W CIUTr:rrrA 

In the'riGht-hand mnl'ein, for ~a.ch ltern, wdtc anSl-It!!" or, ns fl.!Ipropl·jnf,(" i: 
8U11l111l4t'Y or required discussion. Af) necc::cary, l'ct'('rcl\cc i.he ~\('t:tioll 01' I.lt~~ 
Capital Acshtnncc Paper, or other, clp.l1l'ly idcnt:H'h:c1 o,:ld nvaj laltlc dOf.:IJI/iI:1I1•• 

in which the' ma.ttcr is turthel'd1sc:i~scd. 

The follo"lling a'oorevlations &rc used in the checklist: 

FAA - Foreign Ass1stan~e Ac't of 1961, as nmended 

F~, 1973 - Foreign ,Ac~intnnce Act of, 1973 

App. - Foreien A!ls:l,stance and Rc:latC:!d Procrntn" ;\p~l"opriation Act, 19711 

MMA - Merchant Marine Act of 1936, as amended. 

I. F'ULFILlMEN'l' ...QLS~11~CRY OEJECTIVES 

A. Needs vnlich the Loan is Addressinr, 

1. EM ~ectjon 103. Di.scuns the C:!xtent The proJect will a~sist in 
to which the lC.:l:l will allevia.t(~ starvution, correcting these social 
hunger 'and ma]nut,~ition, and wIll provid~ imbalances. (See CAP 
basic services to poor people enhancil~ Sections III "B" and 'tH" 
their capacity fo~ self-help. 

2. FAA Section 104. Discuse the exte:;,t 

to w~1j,(:h the lo:i'!lWITlincl'ease the 


Not applicableoppor~unities and motivation for family 

planning: wj 11 rc.:l,tll~e tht:! rate of population 

gl·olo..th; will prcVt:.~:lt and combat diseat::e; 

and will help provide health services for 

the great majority of the population. 


The project's construction3. FAA Sect~on 105. Discuss the contractor and supervisingextent to which the loan "rill reduce engineer will employ and provid~
illiteracy~ extend basic edllcatio~1, and some training for approximat~lyincrease manpower training in skills 200 local employees.Teluted to develop~ent. 

4. FAA Section 106. Discuss the 

extent to which t'heIoan will help sol\'e 
 Project will address theseeconomic and social develop:nent problci!!~ problems. See CAP Sections
in fields such e.s transportation, pO"Tar, I. "CHI III. "B". tIC", "D"
industry, urban development, and expo)·t and "H".
development. 



--

S. F/~\ S('ctinn J07. n1:icusr. thp. 

extent tol.rhiCii-T'ic··Ycl'tiii ~·f.11 ~IIPflort tha 


See CAP Seotions III "e".gcnernl C.conor;1)' 0:. the rccioicmt CClU'ltl1·: "D" and "E". or will su-,p"rt ·d('·..elo.'r~n:lt pro~rnrr:t . 

conduct~ci :"y pr.ivate or international 

orl!anization5. 


B. Use or 1.0.30 Fl1nd~ 

1. FAA Scocti.r.n no. t:)1at----- ..... - ..-.-.-.....,.
nssurnnccs have b::cm or ,dll O~ L,acie A.I.D~ has received GOM 
thilt thp. r(!ci~li~nt country '-r1.1~' !,ro\':fte letter trom Secretary to 
at lenst 25~; ·of. the costs 0(' the! entire Tre8SUI7 of'MaY' 9. 1974 
proGt-nm, proj eet or activity wHh rcs?cct assuring 25 percent con
to t'1hich such assistance is to he futn5.shnd tribUtion. See ,CAP 

Section IV "B". under Sections 103-107 o~ th~ FAA? 

2. FAA Rectjon Ill. l)iscuss the 
c~tent to l-1J,i~~l th~ Ionn t·1ill strcn~th~n 
the pnrt:f.cipation ot tile urboln nnr! rur:!l See CAP Section III "H" 
poor in thai r cOlin try's ciC'\'clo~mt:'n t. and 
tdll Msist in th!! devcloT'i'1p.nt· of. 
coopcrativl!s ~.;rh1.ch ~.,j,l.l cna!:la <1!ld 
enc.our.:t~e greater nlJ::1bcrs of: ~oor !lC?'.oplc 
to hl'!lll thl!!l'.5n1'.'l!s to\·mro .l be-tter life. 

3. FA.'\ S~.cL'i.oll 112. I:!ill Rny nart 
of th~ Iooni;~--usl~ii'to--c(lnduct any no lie:! No 
trainin~ or r~!ntcd prORr~~ (ocher t~au 
nD~i~t~nca rcnclercd under ~cctio~ 515(c) 
of. the Ornnihul-i Crimc Control anrl Snre 
Streets l\ct of 19£iil or Hith rCS!lect to 
uny nlJt!lroit~1 oF. tho nru;, ""!1forcp.n~nl: 
Administration of t~e F3t) in a forciG~ 
COUll try? 

4~ Ff\l~_ S('c:.~.!'-"-1[3_._ n('scrihe the 
extent to ~.'hicll tll~ ~,ro~r,'~:I);, ilroject5 or 
activitt~s to he Fil1~ncl!d 1Il'cl':!r t:,c 1.o:1n 
~i'''t' O\:lrticlt.!.-:i." :!!:t·,~:;t'i.{\;'1 ~\'I t;ll! iHlr;~·r.l-" 

ti.l'll of '..:0:.1~~1l i:~t() ~:l:' !1;J:.'r"Il:tl Cl"OIlor,', 

of the r.cd.p:i'·l'ft C011!ltry. 

http:devcloT'i'1p.nt
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S. fAA ~nct:f."n 11 t;, l·!ill :In)" ~~rt 

of tht! loc;-bl! 7t":~C-C!"~llY for thr. per
forr.tnnct! of i11:~rt:l.Clnq CtS .1 mcthod of No 

h~i1:v' DIOlnl\:in~ or to I:!O ti'/Clte' or coercc 

any person to praeti,ec ahC'rtions? 

II. COtl:~T?Y PEn.FOR~t\':Cr.- . 
A.. Pro~re5s '!'~:are!r. Country Gai1ls 

1. 'FAA §r:20l(h) (5). 201 (b) (7) • 

201(b) (n"'~t:·----.--·--------,-
___~,-=-~ D1SCU!H1 tila e:ttp.l'lt 

to ubien the countr;.r is: 
See CAP Sections TII liB" 

(a) Nal:inr. arml"opriLltc efforts and "H". Malawi has given 
to iner~nsc food production nnd appropriate emphasis to 
impr.o'll! t:'i~Qns for f.ooe! litora;;c increasing food production. 
and distribution. Road constrUction and an 

improved road network will 
d:J,rectly contribute. Malawi 
recently signed a loan for 
the purpose of fostering 
agricultural development in 
the area served by the road. 

(h) Crcntin~ a favoreh1.e climnta 
for forei~n and (1omel'itie !)rivatc See CAP Section V IIAII and IIBII 

cnterpris~ nne! i.nvcstmcnt; Malawi has established the 
Malawi Development Corporation 
which assists and encourages 
investment. 



(c) In~rcasin~ th~ rco~ln~s rol~ in 
tllC ~cvelop~entnl ~roc~SS: 

Cd) Allqc~tin~ ~x~cndtt"rn~ to 
dcv~lopl.~cnC rachel· thon to . 
unnecc:;sn ry 11ili tary PUrpO!l('!s or 
intervention in oth~r frca 
countries' nffnirR~ . 

(c) Hillinr. ·to contrihlttc funds 
to the llr"Oj~ct or. l'rorrnn~ 

(r) )·::!.l:i.ng ccono:.,ie, social and 
politic.:i.~l rei'ol'IOl;' ::iueh a:J tiL"C 

collection i:urrovemcmts and 
chan:;c5 in land tenure arrnneer..ent; 
and Jca.lting pro5ress to·.ItlFd respect 
for the rule of lllW, freedo:;l o~ 
expr.~!3sion and of the PN!J5, and 
reco"nizing the ir::pOl'tance of 
indi~:i<lua.1 frecclo::, initiative, 
and privnte enterpri~c; 
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aa.t has estab11sheda oorps of 
young pioneer groups now 
actively participating in. 
Malawi 'a development. Develop
mental programs have been 
intended to benef!tthE: gf!rloral 
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. . 'ibis is 29 percent of 
the Development Budget. 

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

Witl:J1n the lim:1.ts of the segment 
of its population in the money 
economy, a tax system has been 
established. New lands are 
developed outside of the traditional 
tribal holdings. Land tenure is 
not a major problem in Malawi. 
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(e) J:cr.l'O:!tl.i i:G 1.:, th".vitr..l economic, GeM has assured responsibility
J1ol.it1cnl (lno ~lodr~1. concerns. or its tor local oosts ot external 
.J1cople. R:lcl <ler:;,,:1:; ~!"at.iI11l Co clc3r assistance proJects'aOd the 
dctcrminr.t.ion to tru:e ei'1'ectivc selt- 1971-80 Development Plan is 
help lteaS'.!!'.:!5. directed to the needs ot Malawi. 

n. Rclnt!o'l'-l ~dth th~'l!nf.tl!tl rot;,I'PH--------------_._------
1.' F.\A ~(lC~ fi20(c). If :lfis1stllncr. 

is to a r.overnr7.~lt·;-rst!:e :!,ov.ct':mcnt No sUoh indebtedness exists. 
inc1ebt(!d to ally U.S. citi?cn for. ~oods 
or sct"Vic~s f.ur.nioclad or ordered ,,:h're: . 
(a) Guch citiz,;l1 h~s cxhnust'cc! ,wnH
ahle J.e~al rcr.~,t:i(?s, includir.~ arhitra
tion, or (lJ) the (~cbt: i{; not denif.!d or 
contoRted h,t tih''! ~~ovnrnwmt, E!. (c) the 
indcbtcdne~s arisc~ undar sudt ~overn
ment's or il pra~ec~5sor'!J unconditional 
r.uarnntee? 

2. FAA Sec. 620(c!). If the loan 
is 	intcn';:rc-;:f-for"-coi~':;-ti:uctinn or O"lf"!ra-

Not applicabletion of any proclncti'le enCc>:,i'l':i.sC'! t!!at 
.....:f.J.l COJl!rl"tc \-litb I!.S. e'itl~r.~l';.r.c, 11;)s 
t~lC cOllntr'! n1'!rC'!~c! th., tit: dJ J. cr.tal'-H'ih 
,m!'ll'op):i.:ltc ~i'cCC(llli'c<j to prcwcmt ejo:~ort. 	 . 
to the U,S. 0(; I!:orc tllltn 2:1::: of. it'; entnr
nr].scs annu.:lI nrocluct:i.on d\lr:ln~ t!l~ life of 
tll':! loan? 

3. P.M.. S'.':£~Q.~~~~tQJ_!. If tl~~ist:;;1C:~ 
is to a. SO\F·:!t'nr.::::l t, ~).:l5 ehe COt':'1 trr I s ~n'/~r!l- Malawi has not taken such 
mnnt, or C\I'W .:l?/mcjP or ~1J!, ..li'l!.3~.on thc·rrJo[. steps or actions 
(Il) nnt:ton~li::l1d 1)1: ~:~~r.cnl"i.a!:.<ld pro:1crty 
o'med hy U. S. cit:;.zens 0 r 1,\. 'll\y hminc5~ 
entity not less t:!iln 51:! ;"enc~ici:tllv n'.marl :IY 
U.S. c:i.tizcns. (h) tat~cn stl!!lR to repuciatc, 
or nullify e::dr;ti"~ C('IntrQ.ct5 or m~rC!!:-:cntR 
Hith Guch ci t:5.7.~!lS ('Ir rmtity. or (c) i~"oS~tT 
or ~nforced di~cri~lnntory ta~e5 or oth~r 
c>;nctions. or r{!:o;tri.ctivc r:~;.ntc"'!:t~cP. or 
operation conditior.:;? If 50, anci ror<> than 
six nontho h.'l<; C'.<l::~C'cI r.i!1C~ ~ucl. OCC'It'r.1IlC!? 

identify th~ docu;-t:.'!1t inciic?ti.ll:1 t!l:'lt t~e 
r,ovcrnr.lcnt, or .:l."t:"ronr~..,tc n~~ncy or :m~
<Iivi:;ion the t'~o.~, hCl~ t:l~' c., mv ,rl)pr"!llte!: tC!ls 
to di~ch~r~~ ft~ o~]i~~tionn unecr i~trnlntln~~l 
11m t(l'..:arcl ~H1r.:l d t:i ~C'n or !'ntit~·? If le!>s t!lar. 
uj~·~ f"unt"'::, h"lr:; ~la'l!.f'.!, ·.·.. tnt f;l(":'f\. if ;1=1~~.: '~a~ 

ir L11: r "1 h' c!i·:1'1:·""" 1::1 nl ,1'(";llif'II::? 

http:li'l!.3~.on
http:nrocluct:i.on
http:enCc>:,i'l':i.sC


· I •• }'J\lt. S:!C, 620(.1). Ji:l~ the country 
].lendttcd, "; :"~!.lcdto tu.~c \!d,~q.u~tc 
J:lcnsurcs to prevent, tht: d:l.'iI:lr,c or 
dcstructio~ bJ7~jb n~t~on of U.D. p~cpe~tj, 
and failed to ta!':~ ,~nnroo!'iate rIV~!~~U't"~s to' 
prcvcnt Co rec'.lrra~l~c-;"'cl- to proyide adequutc 
c~m~cnsatio:t fo!'· such claQo.c;e or destrl1ctioa? 

S. FAA Sec • 6:!U~.l} •. '"as tile ~ovrrn
nent ins tUui:cl-;ninvMtr..~nt r;u"ran t:, 
pror,ram unc!er FAA Sec. 221 (i:) (1) :D/I (a) (1) 
for the RilCC{f::'C rj nl:5 of: incmwt;>rtibilitv fin d 
c'~ropiia~io~ or co~f!ncatton? 

6. FJV, fj'o2C ( 0) • Fi:;;!aer:ne.l1 ' s 
e,..tl·::;--;::-:-;- 1 ~ ')- t· "", .,.~ '-"lr~ ·"1Pro" 

'" \,. • - ."'\v ~ .. '. -. " ..... "'._........ " , 


·Section 5. :~ th~ COIl;~·~r:1· f:eiz~cl, el' 

ililpo:.ed any :pcr.:!.lty or scnction ng~i!ist, 
any U.S. fishir.r, act.iyiti~~ in inte!.'ne.
tional ,;nte!'s? If, as a result of t!. 

seizure, the U. S. G. hots made reir.iburr.c:::cnt 
under th~ pro~ision~ of the Fizher~snls 
Protective Act. a:~d. zuch ~:''':OU!'lt. has not 

been paicl in full bj" th~ ~C!i~in~ cou':ltry, 

id~utifj'- the ducuul':;til.ia.:".iuu whIch c!t!r,c!·lb~s 


hew the \Tithholci,ng of assiot!!l1cc under 

the JlAA ha.s bC-=:'ll or ,d,ll be r.ccc!npli~hed.. 


·r. FM. Sec. 620( a) • !las the 

country bee!: i.~ dcfault, clm.-in£;: n ·}Jp.riod 

in excess of six !r.onti!z, in p:;:Y!i·.~r.~ to 

the' U.S. on any FAA lo.=.n'! 


6. }:"AA Sec. 620( t) . l!n.ye diplo:::t!.tic 
rel£'.tions Ul!tvcen l:.I\'..! country a~.:! th~ U. S. 
been ·~cvcrcd? If so, ha."c tn~y been 
remmed? 

Fngp 6 of 10 

Tllere has been no suoh action 
.ga1nst U.S. property in 
Mal...·rl.• 

Yes, Malawi has. signed an 
Investment Guarantee! 
Agreement with the U.S. 

Not applioable. Malawi is 
land-looked•. 

Malawi is not in default on 
any FAA loan. 

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

http:ililpo:.ed
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c. 	 p.cl_ati'o:~~ vi th Other ~:.~tior.!; c.ntl 
the 1I:l!.• 

. 1. !1iL5cc.~:?Q( il~ Hns ,the '1h~ .aa.t has attended no 

country :~~!l ~:"::~ :"'!.•~\l:r r~pl'c:;cntcd nt 
 suoh conference. 
ani internat:i.c::':>.l co~.fc~·O:l(,C 't/ltcn t.hp.t 
reprc~~ntati(ln include.! 'plC1mlinGl~cth"i
ties in\"olvj n& insurr~ction Ot' subvcroion 
directed. l!.Z:linzt the U.S. or count'rlcs 
rcccivins U.S. as:;i:;tnnce? 

2. 	 F;l_~ Sec~. 6?O(a), 620(r!). lfas 
Malawi has taken no suohthe 	cou.!".::: sold, i\~r!li:.hcd, or permitted 
action·s.

ships o~ a:irc~'~!'t under its :rc8intr:r to 
carry, to C'.!b:! or Iiorth \'i etnDl!;, i t~::i~ of 
cccmcrr.ic, !d~i t<.!.ry or cr"hel' flssirr(;~:lt:c'i 

3. 	 FA."" Sec. 6?o(u); !\';:l~. nt:!c. le(7. 
"ijlo.t in the '-;-t;;::~u';-Z,:' -·~he country IS - : Malawi is not in detault on 
U.JT. dues, cs~ess::!-ents or other tits international obligations. 
obliac.tic::s? Does the loar:: ~;;rc!c!!lent t '!he Loan Agreement bars use 
bar any u:;c of' fU.mL::; to pe.y u. i';. fat funds to pay U.N. assess
nsse~st::.cl".i~S, dues 0::: c:.rrenrae;es? lments. etc. 

1. FA.r.. Sec. 62C{;). He!:l the cottnt~:::r 
cngaecd in or !=Irc!,~:.r:?j foz' c::.!,1;Grc~siYc No 
military cfi"o~t~ dir~ctc:d QGt:.i!!st ti,c 
U.S. or countric~ receiving U.S. a~sist~nc( 

2•. 	PM Sec. 62(\(!l). l:r!l-?t is 
(a) 	the- p!.!rc;il~:,z!f.;-oL' the cour.~!":,.1 s bud~et Answers, as follows: 
dC'Iotcd to !;.ili::'L~l"~· ptt'l'";)o:';cs, and (A) About '4.5 percent. 
(b) the c!:Ol1~t of the c~untl'Y IS fCl'c:i.[:1' (B) Negligible 
exchanee resourcc", u~~d to nco.ub:c- ::!~li tm'Y ( C) Malawi has not purohased 
equipr.-:~nt, al~d (c) h~s the country ~:;::~:lt sophisticated weapons systemS. 
J!loney for sophistic~Lted ·....capon:. s:rst.!'::::s 
purchased since th~ :;t::..tutorv li~it~i:in., 

http:cccmcrr.ic
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'(7.), Is the couctr-.r C!i\'ert:1.n~ l~.S. 
dC\'clo'J!;'I~n t EL!lS ira !:Ii~ce or pi;: 400 
';3t'e~ ',to'&:Iii:(.tarl: e:,:pcnC!i'turt!~? 

(3) Is 'the! country d1vnt't:!n~ :ita 
'Ot-:n rC:Jo1Jrccs to 1.mnccr.r.;lr'l J:lil!...: 
'tari e:-:r,~nc!itur:!R? (Fb<!i~~s ou' 
th!!se q~eSl:ions ~r'p' to b~ m<!da' fot 
~ach country at least: once c:tr.h 
fincal )'c~r' ilnd'. itt a;lr1iti.on, ,as 
often An tin'! be:·rc(l1d.r~d 1,-: i! pcter:(otl! 
c:h:lI1r,p. 111 r~lc~~nt:illfornat1.on.) , 

III.' .COHDIT:::O;; OF' 'l'm: I.oAii 

Iritcrent. and R~p~JT.lent· 

]i'M\ ~~?,Ol(d)~':~ci:!.(bH~) •. Is the 
rate of int.c!'c::.;t c;,:c~!jsj::c 01' unl'~:!.:,,,.,!!ablc 

''lm: 'the borro-ver? " Are thc::~:e !'~sQl'!=?ble " 
pro:'ft"ct,r, i'C'r !'ep(l,y~.c:!t '! ' "That in the' , 
Gl"tlCC' period i~lt(:l'\1!st rat~i; tht" 1'ollo'i:int; 
pel'iod in·~cre!.i"t ratc2" Is th~ rnt~. of 
:'interest h1,c;h'3!' ,than 'the ,CO\Ultry' 5 appli-

Lc~l>le leG.?l rate of"rin"tercut., 

Financing 
i· ,

~ •• F-:l!LJr;'-;;~,~i!.J \ .Ll.•. '.1'0 ~bC'.t e~tent 
cnn :rinm~cin~ 0:. rc:!~onn.~le te:1J~ ~e 
obt~inccl i'l'on otl~cr ',frcc-;"orld !;;OI1r~~s) , ! 
incJ.uding p!ivC'.tC, sources h'ithi:'l:, t~c U.S.? 

Econcli;]ic anel Technical: Soum!..rlcss 

1. F/,". :m~o),(b)(2),.' 20J.(~). The 

ec:ti'vity I G t!~(lI!c:~ic: ru1(1 tl!c!:!!ic~l 


. r.c,un\~·l~·.!'.'~·· ~ 0 ·\·r::~!,~r~.:.!:::.t: :t~.;~,; (!cc~ ~i~c.: 
l('·t'l·'.ri •.~,"! )'''~ .. ..:,..,.. ~ ... - , .. ~ ... "''\.:' •• : t:1'" ';··t"""",. '.,'! ...... .'-... ~·Il •• " ~'.~rt.:~·"........t. _if "'~.-

'!::'~t.j,\)r. :-'.:~~! r'.~::i1~·:\::c.:·:!H, 'i::d·.i~~.·J.!"c ll:r. t• 

, 1"11 'Id:; ",.i 11 1,~ u:~c,l in n:, (';:I'In')::dc.::.ll:r 
",It' t • .,!'.~:, i l'~' r '! '.' :~"l1r'll":.!••ru:c'r'?·-

No 

No 

The rate ot interest is not 
ex~essive or unreasonable. 
nle rate of interest is not 
higher than the legal rate. 
See CAP Section IV IIn

ll and 
Annex XIV. 

See CAP Seotion IV ItC". 

Yea, See CAP Sections II and III. 

http:l('�t'l�'.ri
http:p!ivC'.tC
http:r~lc~~nt:illfornat1.on
http:a;lr1iti.on


2. FAA 6611(p.)(1). Uo.ve cr.sincerinc, 
1'intulcinl, e.::d other plans neCC5!l.:tr:l to 
carry out c.s~it.tr.nce, nnd a. rca.:;onablc 
firm cztj=a~~ ot the cost ot nD~1stan~c to 
tho U.S., 'bel~:t' cO:;lpletcd? 

.,3. FAA fiGll(b); 1\:0:1). O:Q!. It the 

loaD or grant -is 1'or =. iI.r.ter or role-ted 


,lancl-rcso:.u-c:es C01!struct:!.on :Pl'oj~ct or 
progra:l, do pl'ens include a. CCl3t
benefit co~putatio~? Does the proje~~ 
or progra=. r:eet the· !'c!cvent U. S. 
constructio:l stand~!'ds and criteria 
used in det~rnining feasibilitj? 

It. Ji'J\l·, 9611 (c) . If this is a 

Capital Assist~nce Project with U.S. 

financing in c:<cess of $1 ci11ion, hzts 

the : principal A.I.D. officer in the 

country certified as to tbe country's 

capability effectively to lliaintain and 

utiliz2 the project? 


D.·. Relation to Achievement of Counti:"V' 
~fe-;';io~;ltL uoiI.; 

Country Goals 

l~, . F/~'\ §§20T, 28l(a),' Hhat is this 
'loo.n.' s relation to: 

ta) Instit\\tionG nceded for a 
democra.tic socictj" a.nd toessure 
J:l9X~r.mi!1 particip3.tion_ on' ·the pert 
of.' the. people in. the task of' ccono::ic 
d~velop.nent~ 

,(b: Ell~Qli!lS the country to meet 
it3 food needs both fro~ its o~m 

~';,:c.l:!ources and ,.throuGh. d~vcloy."'!e!lt, 
vith U~S., help, of intrastructure 
to· S\lpport increased· e~1"icultt:ral 
productivity? . 

C~) r·!ectin& ihcrea::;in~ need. for 
trninec r-~n~o~~~~ 

(d ) n~v,,~ lop!n::; pr:o:;l"t!.'ll::' to r:~et 
public ~C:lltlt r.c~l.if,~ 
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Yee, See Seotion II. 

Not applicable. 

See Annex U. 

Although this loan has no 
direct relation to this 
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 d1re,1t relation. 

Not applicable. 

http:r.c~l.if
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(c) A~sistinG other iuport~nt 
econo~ic, ;~liticnl, ~nd social 
dc".elo:.:::c~t !.!.:t!~:it.ics, incltlMn-; 
1ndustric.l dev~lo;~~nt, Cl'owth cf , 
free labor \L,ions; cooperntl.vCG. ancl 
vol...~.,tal'Y ase:'..:ie3; i~::rr;~:~r.l~nt of 
trur.~:=o!.·tr..·.. icn ,,-~t:. cO:'-_i:u~ic£!.tio!l 

:;ystc~~i co.p:lbiliti~s for ple.nnin;:; 
and pnbl:'c C'.d::ini:3t::ctior.; urb:m 
dcyclop::er.t.; :lnd r.oderni z:ltion 01' 
existing J.e..'/~r: 

2.. FAA f,201(b)(1:). De:.cribc the. 
activity·r s c:Jl.si~~.:.::.::i vita and relation
ship 'to ot:.c~ d~velc;:.-.~!!t nctivitics, a:ld 
l't' ............. "'1"
~ con",r:!.:::.b:tO!'). ~o r~_~~Cl." C J.onC-ron~c 

obJe~tivcs. 

3. FI'.A ~201(b)(9t. Ho~~ \:111 t.'·" 
activity~to be i'j,I:lance:i. contribu~c 'tu 

ach:lcvcI::cnt of scl.r-su~tQ.inini?: 61'mr~h? 

~. 	 f'/~A §?·:n( f) . If' thitl is e.. project 
---- . t. "1loan, dc~c1.·i.lle :-.0"'" such proJcc' ·..·l_ 

promote t~~c countr:,-' s econo::lic clc\'~lc~::'.~nt: 
takinG into account t.he country' s hur~:l!1 cue 

• 1 	 . ·"· ... -!"'l·l.. S ...·:"ld ';"~.:'\materlf: rC'so';-:'ce rcql.ll .. 0.;";:"1 C_I.~ w_It; 

rel~tiCl~ship 'l.>e~~:cen '.l.ltir:at~ objectj.\'CS 
or th~ project and o~e~all econc~ic 
dcYclo:p~cnt. 

5. "PAt'. fl?O' ('0)(::') • In ....hnt '\-mys c.ocr.. 
the acti 'fi t.:,r (;i \'C rc:~sc!'!able pror::i:.e bf 
cont~ib\lti!!~ to the cl:;; ...elo~:r.cnt. of' ~conox.c 
resourcc~) or to th~ inc ri~US~ of pro:incti'lf! 
c8I'1l1.ci ti(!~:;? 

l'UI.:~ 10 0(' '11: 

This proJeot will provide 
assistance. in moat ot 
these areas. 

See 	CAP Sections I "B" and
"C". 

See CAP Sections III "B" ~ 

"C" and. "D". 


See 	CAP Sections III "B" I 
"c" ~ and "H" .. 

See CAP Seotions III "B" ~ 
"C", "E" and "H". 

http:c8I'1l1.ci


G•. FAA U.2g).(~). J::")~r dOC5 the J'l'(IG1'ntl 

uriclcr \1hici~.i ;~\·.:'e j 5 pro'rid~c-. l';!COc1n:i zc 
the par tic ltli'.::'· r':e"ti!:) t!.!!.:d.::"I~S, t'.nd c:,·..!l::ci'ti ~fi 
of the cot!r. t!':,' I ~ ::eopl~; util! z.:: tr.6 c:otmtl.Y'!; 
intcllcc:t.u.'ll !·t.!~ot!l'Ccs· tr.: C:':'!O'.irnr;'J i!~~t.itl~-. '. .. 
tic):lnl t1o::\·clo:::-"" ..m~; UI!~l t.I.:.;;!'orc. d'dr; 
~ducatic~ ~nd tr~ini~c ill ~~!113 rcq~!r~d 
ro~' c.i"i'c.:c:;h·(! p~'..:!'tic:.t1·:!!:lnn in· f;oJ.H~ic:"'.l 
llroct-:HiCS. 

·r. }'AA !l(-:::n( il) • Ho',; vill th.i.~ 10<'.1l 

cnco·urnse th~;' cc'~rJ "scffcrtn t.o: 

( _..n) ",)"cl'e""'''' +.\.~."' •• r,o...... • __ I.~ ..· . ...;.
('"".;J_ •• w... ___ o~ l'·",+r.- .. ",il·"·l'.l_. 

.I·,·"C~··· (b) "o .. ~ ... •• ......J.··' ... l··.." ·illl·'·; ... ··l.·,·') 'l"'~v.. h. H.;, J. ,:) .,,_~ !Ie • ""'\'; _ '-'_"',," Il! '"w. 
CO..-'r""..·.; tol· 0'".,10, ((.) C'n"'o""''O,\0. \4..... r.a d'-"'r'- ....1 Cl~··~,"··:--- , ... ..... ""- - u'# ~ _ 1--.'

and us C- Ot:' CCO:~ ~'(J:t=-y.::,-:.:, crcdi C t.:.:d.cm s , 

alld ~av:ir.f,5 C!.n:.i. lc:!.:J. a~wcci~tion5; 


(d) di~cOUl·af;C !::O!~o~o.1.i:;ti.c p!'<!cticc:;; 
(c) il'lprOVe tc~:micill ci'ficie:}cy of 

illtlll~trJr, af,!·ic~~.1tlU"r:!, n~d CO::'ilt~~t!C; ent! 

(f) 5trc.:HGt:!Cn f!'e<: l.:.bor lUliu:1s? 

The proposed road will 
serve as an important 
.transport link encouraging 
the mo~ement ot people &nd 
goods and participation in 
trade and social endeavors 

See CAP Section III "e" 
tor answer to (A)j Sections 
V "A" and "B" for answer 
to (B)j Question (e) Not 
applicable: See Sections 
V "A" and "B" for answer 
to (d)j See Sections III 
"B" and "H" for (e)j and 
question (F) not applicable. 

http:t.:.:d.cm


8. ,J.:1.~.,-r;~!aH..::l,. ·IlH1i~:l.tC, the n!~~lil!lt. 

of L~or:~':; ~::l.;'':'':· t.h~ h:::i l:h!ch 15: (',Ol.ll~ 


<!ii·cct~.:r to :p=-h'c:..te c~-:c:-p!"i!iC; r;ointi 

tel iritcr=.t!.=!i:.te c:-o::'i~ i!!stit".:.ti0115 or 

other bo:-rc~::':!!"s for use by p!"i'!r.t.c 

cntQ:"pri~~; being llsed I~O :fin~mce 


1cports I"?·":!l:'!lr~.vate sO'.trccs; clr other

~';C:IS ".:tor."., "~o~ +n r';Ylnt,,..=. ""toe~c'.~-c!!!e~ts·1;'.______•• -.,. ••---'--. -_••••_-- &

fro!.! pri ':e.tc scurces. 

9. FAf.. ~6l1( !1)( ?oL' t-nH!.t l~t;if:le.ti\"c 
, ...... "'h .. "·n'"nction 15 rD~~1ra~ W1~nln ~.c rCC1p1~ ~ 


count17? '.·~:?t iz t~t: 'btl.!lis for a.' 

rcaf:onable a!yl;.il!ipntion that silch netion 

lfill be' cO::-:(lleted. in l.:ime to p~l'!:ii t 

orc.icrly acc;mplif:hr.lcllt o:f Pi.l!·poscs' of 

loan? 


Rc~ion:'.l GOE-J.s 

1. EftA !1619. If tbis loan if; 


assisting a nc~ily indc!=cnc<:nt co~:ntry, 
 The 
to \ihat ext!!!1t d:> the Cil'C\L'T!stC:~!lC:c!s 


• • • .'!"'Io ~ ,,":3~"',. t'! L. Oct
perr.ll '& sucn nS5!.s'Canc,_ ,,0 __ .. l\l n~,"'I.c 


throuGh i..ultilc.teral or6,mizations 'or 

pl~n5? 

2. Flu' n?09. If this loa:t is directcd 
nt R p:-obl~~ or an oppc~t\~i~y th~t is 
rcr;icnnl in nc.tul'c, hO'.: docs :!.s:;ist.nnce 
under this 10::::' C!lCOll't"<:!.':;C a reciarw.l 

4deycdop:r.::!!1t !Jl 0erar:? lll!at rr:ulti1l:'.t~r:!l 
aS5i~te!lce is present.l:r being furnished 
to the ccuntry? 
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The entire loan proceeds will 
finance private engineering 
and road construction firms 
to improve the road. See CAP 
Seotions V "A" and "B". 

'!he GOM ParUament approved 
the loan. and there is no 
anticipated need for ~ 
further legislative action. 

See CAP Sections I "B"and'III "B". 
engineering and economic 
feasibility study for the 
project was financed by' UNDP 
and implemented by' the E3RD. 
Also the IDA is financing an 
agricultural proJect that 
will benefit directly from 
improvUig the' road. 

See CAP Sections I. "e", In 
"D" and IV "e" 

http:iritcr=.t!.=!i:.te
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PIl;:C": 1.J 0" 111 

c. RelatiCl:" to U.S. !:CC'I:10:":".--..;;-..-- --------....

1. FAA ;;~201(b)(6); 102. Hh~t a!"c 
the pO!js'ib];"~e:::-fccts of th'i"S lean on U.S. 
econot!'l, ·,..ith sp;::cia.1 r':!ferc::.c e to c-"t'eas . 

Bee, CAP Seotions V "A" and
"B" • I 

of substE:...'1'tia1 Iaoor stl!'pl~s? D~Stirii:.e 

t.he e:·:te:lt to \:hich asniGtc~~c"C is cClncti 
tuted of U.S. cO=,Jditi~~ ~:-:cl, ~cr"'ices, 

furni::hed ill P. ::lc,n:1cr cor.3bte~'lt ~dth 

improving the U. S. bc'la!l~e of pa:r~ents 
position. 

2. FAA. gg612(b); 630(1:). Hh'~t. stcps 
have beer. ta.!-:cn to ussm"c th~t, to the Not applicable 
maximum e:htcnt possible, fo::'cie;n 
cur:rendes o-;rn~d, by the U.S. 'and local 
currencies contribt:.tcc!. by th.::! cou!"~tr:r C!.:!"e 
utilized to : ..!ct the cost of cont;rllctt.t~l 
and other 3ervices, and that U.S. ,fo!'l?ign 
o'rmcc1 clLrrc!:ci~s o?re util.izedin liCll of 
dollars? ' 

3. FI'.A §GO.l(d); ken, rncg. If this- . 
loan is fol' a cr..pital ~=oj·.::ct, to ·.:hc..t See CAP Sections V "A" and "B". 
extent has t!1e Af!,ency cncou!'~5~ :~';!liz~-
tion of cllgi!l!:::!rins and: 'profes ~ io:~:!l 
sen"ices of U,S. fir:ns and their ni'i'ili~.~~es·. 

If the lOE!n is to be used to finnncc d.ir..~ct 
cests for construct.i<.m, "'ill any of the 
contractors be p~~SO!lS ot~~~ than qualified 
nationals of the ccuntl'j" or ':J.'..!~lif:icd 
citi~cns of the U.S.? If so, has the 
required 'Hn::''!cr been obtn.i::ec.? 



r . It. 'iIiOCl( n) . ...... \ :.... u •• • Pro'/ido:! info.r-. 
J:1Ui;:i,C1:1 ::i..':!~:::'!'~':; t.o i.'~ 'taken to Not practioal in road Qonatruct1on
utili hC' t:. S. (;u·.·.:!!·n::~~:lt c:,:co:a~ pcr~';mml projects ot this type.
pl'operty in J.:i.cu. or ·~hc l)rocl!l',:::,~~"nt oi' 
ncW' ite:ls. 

5. YM\ ~ ['102. '·:llC:.t. e!'rort~ hav~ 


been J:';:!.i:.c to r.z~'ir.t U.S. or:mll btlsinc!ls See. CAP Seotions V "A" and ~B". 

to yal'tici~(!.te CCluit~'o!y i~ tha fU!':1ishing 

of co~o:liti (:5' and services fina~ced b.v . 

this lo=~r~? 


6.. r.~..~. g6~1. If the lOt!n 'tJrovides ...-.- 
techl'!.lc::'.:l. ·r..:;~·is"~cnce,. l:mr if:. pri\rate 

Not applicable. The l~~u doescntcrpl'i~c on a ccntrnct 'o~!3is 
not provide for financingntili1.C:c.? If.' the i\~cilit.i·:,~ of (,lth2r 
technical assistance.Federal age~cies will be utilized, in 

l:hat \lays 2.!'C the~r particul~.rlJ st:itablc; 
t!.rc thc~r co;;;:o:;titive \:it~l ,[\l:'iv~tc en';;~r

prise ( if so: ~xplain); ur"d. hO~1 can thC:Y 
be t:aue nV.:'.ilablc without undue intcr
i'crcnce \lith dCl!!estic progrmnsy 

7. F/L~ ~611(c). If thiz loan 
.; n'r""rl"\~ '-' ,..,.... ... -f-~..,,.., ... .t'''''''' .... ,.. ___.J........~• .: .... 

--_. • • • • • _•• _ •• _... _ __ _ ...... _ VA ""~ u .... v.:. 

tha.t obliGates in c:,:ces:; or $J.OO ,000, ',;ilJ 'Competitive bidding Will 'take 
5.t l~e Oil u cO~ll~titiv e ban i ~ '{ . If no t, r~r( place. See CAP Sections V . 
there i'c=.ctors 1/hich make it impracticable: "A" and "B". 

8. FM... ~601(b). D~sc:d".lc 'the 
efforts r:.·~tc.~ in COl!:1c:cticn '..:it.h this 10:!:l 
to eJlcolt'!·,.se a:~d f~'.':i.litc.t~ n~~rtic.b~o.:·do:l See CAP Sections V "A" and "B". 
of private eatc!'prize in achievtng the 
purposea ot the Act. 

Procurement 

~ ~ S~"',(.)J.• _I'\~'F .• 1;• ..., •• :!. Uill comr.:~c.it,y 

procur~~cnt be restricted to U.S. Yes, ~ Code 935 
p:rocurenent waiver for POLexcept 2.S otherwiz~ determined by the 
pz:oduct:s has been requested.l'l'csiclcl!t? 

2. FAA ~6o!~(b). \-1iJ.l ~t."ly pa.rt or 
thit: lonn b'" u·;(:" ..."0"_ b"')".... - • COr.i"'CJl··..VJ••-... .La_ No. 
Pl'OCl.:!·c!:!r.:nt at ndJuntcd price:; hi~hcr 
than the r.t:2rkct price p:'t'v:dlint; in 
the U.S •.nt time- ·ot purc!moc'? 

http:eJlcolt'!�,.se
http:D~sc:d".lc
http:yal'tici~(!.te


3. .FAA 5fCI!.: ( e) • 'Hll ~:1:r l-~r- ~t of 3 
thiu l.o~[~ t'e! \l!i~r(,'r orocurC!r.:cnt of n:lj' 
. . 
azricult:.:!"r..l C'o::=.odit:r or proc.uct t~~cl·~.::f 
outsicl~ t~~ IT. S. •...hC':1 th~ do::~:;ti c l':.iec 6: 
such co::,~-:o~:' ty :i.s less than p:lri ty? 

I,. rA:.... n6ol: ( C) • ~H11 the a:;~ncy----t-._- .
rcceiV'e tho:! n~c~Gs~.~:r t'lre-Dej-=ent~ cr.!rtifi
cation fro!.i snp!,liers lL"l:!.er a co:,,:-.:o<1it.~' 
import p!·o~rt~r.l ot;.!'e{:i:':ent <'.S 'to c.~:>cri:ption 
end conc:.itio!'l of cc::~:''':1otir.::.;, Et!1d 0:1 thz. 
b "'s·"" 0'" ..... ,,~. Q·nt·.. ,·_·l .. ,. l"l~~"~'·l·l·it ... und"" J ..... .&. ioI ............ J - ... -~.~ .... ""'" • -,.J"'U .• J • 


suitabi~ity for fin~ncinE1 

D. Other RC'~;uir{::::~nts. .__.-
1. FJI.i\ f;?Ol (1)~. Is the country ru:ont; 

the 20 cO'..1!!triul:l in '·:hic~ ci.eyclc~::,.cnt Imm 
funds m~:r be used to ::!::!ke lear.s in this 
fiscal ye ....r? 

2. App. }jlCl5. Docs the 10:;>.11 

Cl!5l"CCii1~l1t: p:co·,ici.c, 'Tith res~ect to (!<:<.pitel 
projects ~ for U. s. ~~ppl"oyaJ. of contrnct. 
~.,... ____ -' .1"'.' •• , ••.•• ":'.. ___.•_ ..._ .... ___ .tt"'. 

3. FilA f;6?q(k). Ii' ·t.he locm .iz for 
construction of I! !)rod~~ction e:-l't.c:-:i'!·~.:;~) 
with rc~pect to \-Thicn th2 am:;rci;:lt~· vahle:: 
of ~~sist~ncc to be furnished will ~xc~c~ 
$100 r.lill:i.on, i,;,llt prcpm'cttion llr'.~ bC!~Il 
made to obtnin the c:qJl"~ss ap!=ro'!~J. of 
the cone;resz? 

I,. F'I!.A §620(b )~2o(fli.. 
Hns the l')resic.,:::t C!ct~~ir.~ci that th~ 
countl'Y is not c.omi!lc..teQ O~· cmltroJJ.cc. b~' 
the intcl'n••tio7::·.l Cc:r..;~tmi<it r.:oV'c;:!~at? Ii' 
the country- is ~~ Com:'luni:; t; co'..!ntry (includin. 
bl~t not limi t~ci to, the cou:ltric5 1bt.ecl in 
FJu\ 0020(:)) aile!. th.~ loan i5 intended for 
econo!.,:ic as~ist::lnc~, h~".e the f5.ndiw·r::; 
required by FAA ~!620( f) end !.:pp. ~n09(b) 
been r.:t~de and 'reported to th~ COI!G~'c::;s? 

No 

Not·appl1oab~e. 

Yes 

Yes 

Not applicable 

Malawi is not a.Communist 
or communist dominated 
cotmtry'. 

http:cmltroJJ.cc
http:r.lill:i.on
http:10:;>.11
http:lL"l:!.er


~. ~ Sect.i.on (!20(ht. \~"o.t fltepa h~~c: 

been taken to imiUl'C tllat the 10lln "'ill not 
be used in 0. mRIlIIc:r \-!hi ch, cl"lnl:ro.ry to the 
best interest of t!J(! Uni tcd States, pl'omolcfl 
or assists thc forei.gn aid projects or the 
C(lmrr1lJ1li st-b:.oc tc.ud.J'ieD? 

6 FAll Ses.!·X~~!!.J;36(i). 1-1ill any part 
of this l()o.n be u.~~d ~n 1'inandllg non-U.S. 
manufactured autcmo~il(':s? If so, has the 
required \o/aiver been obtained? 

7. FAA Scct'icn 620(g). Will any pa.rt 01 
this loan-be uscdto cc:,:~pensate owners for 
expropria.ted or na.tionn.li~ed property? If 
nny assi3tance has been used for such pur
pose in the p~st, has appropriate 
reimbursement been made to the U.S. for 
sums diverted? 

8. FilA Se~!:.l.on 2o~{fl. Ir this is a 
project loan, what provisions have been 
mnde i'or appropr5nte participation by the 
recipicnt country I s 1Jl"ivlltc enterprise? 

9. IIpp. Sect.ion 103. \nll any funds 
under the lOan beuseli-to pay pensions, 
etc., for persons ~"ho are serving or who 
have served in the recipient country's 
armed forces? 

10. MMA Section 901. b. Does the 10lln 
agreement provide ror-compliance with U. S. 
shipping reqUirements that at lea~t 5~ 
of the gross tonneee 01' all commodities 
financed with funds made available under 
this 10lln (computed sepa:rately by 
geographic area for dt·y bulk carriers, 
dry cargo liners, and tank~rs) be 
transported on privately-owned U.S. 
flag commercial '/essl(..'s to the extent such 
vessels are available at fair and reason
able rates for U.S. flag vessels and that 
at least 50t of the gross freight revenue 
genera.ted by all shipr..l~nts financed with 
runds made avai1 a.ble under thi s loan and 
transported on dry c~rgo liners be paid 
to or for the bcnefj t of privilte ly-owned 
U.S. flag eommel't'inl vessels? 

Pa[',t1 16 0 r In 

. '!'he proJect has no relation
ship to ~ Communist bloc 
prC?J~ot. and the Loan Agree
ment proh1bits such use of 
loan funds. 

No 

No 

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

No 

Yes 

http:Se~!:.l.on
http:st-b:.oc
http:forei.gn
http:cl"lnl:ro.ry
http:Sect.i.on
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11. FAA Section ',81. Has the Presid~nt; 
determined tlll1.t the redpient country has 
failed to take adequate steps to prevent 
narcotic drugs ·pr.oduccd or pl'ocured in, or 
transported through, SUdl country frO!ll. being 
sold illegally within th~ jurisdiction of 
such country to U.S. GOVf:rnmp.Tlt pers·::lnnel. 
or their dependents or from entering the 
United States unla\o[fully? 

12. ~pp, S~ction .llO. Is the loan 
being used to tra.nsfer funds to \(Qrld 
lending institutions under FAA Sec. 20:1(d) 
and Gec. 251(h)? 

13· ~~lectiol1 601. Are any of these 
funds being used for publicity or 
propaganda within the trnHed states? 

14. FAA Scction 612(d) Rnd Section 40 
of PL 93 1E9TF/4:\ -of' ](73). Does the: United 
Statcs 0\'10 host countryexcess foreign 
currency and, if so, \'lhat arrangements 
have been ma~e for its release in compliance 
with Section 40 (FAA of 1973)7 

15. FAA Section 601.~(d). l-ln1 provisions 
be made for plac:ing nllll'ine insurance in the 
U.S. if the recipient cou~try discriminat.eE 
against any marine insurance company 
authorized to do business in the U.S.? 

16. Section 29 of PL 93 - 189 
(FAA of 19m. Is there a military 
base located in the recipient country 
which base was constructed or is ~eing 
maintained or operated with funds 
furnished by the U.S., and in which U.S. 
personnel carry our military operations? 
If so, has a ~etermination been made 
that the governrn~nt of such recipient 
country has, consistent with security, 
authorized access to such military buse 
on a regular ~asis to bona fide news 
media correspondents of t.tle U.S.· 

17. FAJU!cction 640(<:1 •. Wlll a 
grant be made to the recipient country 
to pay all or part of such shipping 
differential as is determined by the 
Se~J'etary of Con:!l1eT~ to e:<ist bet,·:.:?cn 
U.S. foreign nUl!, ve:,s21 cl:m1.er r)1' 

fl'eight rates? 

No 

·No 


No 


No 


Yes 

No 

No 

http:cl:m1.er
http:discriminat.eE
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18. App. Section 113., ,~lillany 
ot the loan, funds be,used to Rcquire 
currency ot recipient 'count,,-y from' , No
non-U.S. Treasilry' sources when exce'ss 
currency of that country is on deposit 
in U.S. Treasury? 

19. App. Section 114. Have the ' 
House and Senate Committees on 
Appropriations been notified five d~ys 
in advance of the availability for Yes 
obliGat.ion of funds for the' purposes 
of th'l s project? 



ANNI~ n 

I, Charles j. Ward, the principat officer of the Agency for 

International Development in the Southern Africa Region (OSARAC), 

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, an~ the 

previous assistance from other donors sped fically directed to 

road construction and maintenance, do hereby certify that in my 

judgment the Government of Malawi has both the financial capability 

and the hur.:lan resource capability to effectively maintain and 

utilize the capital assistance project to be constructed under this 

loan, the Li::>ngwe-Mchinji Zambia Border Road. 

~ ). ,. ---0'4i~ 



ANNEX TIl 

Malawi - Motor Vehicle Licenses Issued 

Light Commercial Large Commerc1a~ Total. (exfl1uding 
Cars 

Annual 
Vehicles 

Annual 
Vehicles 

Annual 
motor illc1es) 

Annual 

Year No. 
change 
l%-L No. 

change 
~ No. 

change 
{%~ No". 

change 
(~l 

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 :+4.0 
1969 9.777 +9.9 6.696 +7.2 2.009 +7.7 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 
Eercenta~e chan~e +4.3 +8.1 +8.6 +6.0 

Source: Annual Reports of the Malawi Road Traffic Commissioner. 



--

Armel[ IV 

Number of Private Goods Vehicles Licensed b;r Gar£lin~ CaEacity. 1962-1910 

Carrying GaE!cit;r (cw.!}. 1965 1966 1967 1968 12§2 .!21Q 

Up to It tons 1.875 2.346 2~565 2~782 3.082 3.185 

1~ tons to 3 tons 212 313 427 461 404 482 

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 84 101 145 160 112 

All 3.625 4,148 4~520 4,9~8 5.372 5.427 

Source: Annual Reports of the Malawi Road Traffic Commissioner 



1 Annex V 
Short torus 

Malawian ImEorts 
Tobaooo 

Malawian Exports 
Maize 
Sugar beet and oane 
Rioe 
Cattle oake (groundnut) 
cattle oake (oottonseed) 
Dried vegetables 
Fish, inoluding smoked 

and preserved 
Tea 
Fresh fruit 

(inol. oooonuts) 
Bakery produots 
Fruit preparations 
Pipe tobaooo 
Total maJ or expoI'ts 

Malawian Re-exEorts 
Motor spirit 
Diesel 
Flour 
Common salt 
Paraffin 
Lubrioants 
Total major re-exports 

1968 

3,578 

88 

30 
362 

77 
295 

19 

34 
905 

6,070 
8,857 

582 
1,159 

2§1
17, 022 

.J:2§2 

3,323 

5,600 
2,500 

124 
1,608 

420 
2,703 

221 
566 

74 
14 

32 
13,862 

5,266 
6,377 

1,558 
1,185 

434 
14,820 

..121.Q 

3,972. 

1 
1,200 

417 
960 
660 

1,214 

255 
509 

32 
14 
21 
44 

5,327 

5,767 
5,685 

1,493 
1,325 

14,~~ 


2m 

4,775 

5,703 
1,447 

829 
1,230 

150 
303 

266 
585 

92 
71 
51 

10,J~ 


4,382 
3,779 
1,737 
1,674 
1,170 

312 
13,054 

Souroe: Malawi Annual Statements of External Trade, 1970 and 1971 



Armex VI ProJected MaJor Commoditl Trade Between Malawi and Zambia 
(Short tons) 

Commoditl 1971 1974 ~979 1984 1989 122~ 
Tobacco 4.TI5 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 
8alt 1.674 1.900 2.400 3.100 4,000 5.100 
Idce 829 1.100 1.800 2.300 2.900 3.700 
Groundnuts 3.900 4.100 6.600 15.000 24.000l·rTotal movements 22.786 31.980 56.100 2. 00 117.800 168.900 

Index 
(1971=100) 100 140 246 363 517 741: 

Average armual 
growth rate 
(per cent) 11.9 11.8 8.2 7.3 7.4 

Souroe: SWKP Report 



Annex VII 

Zambia Import Transit Traffio 

Zambia Trade Prior to Rhortesia-Zambia Alternative Route3 Absorbing Revised Traffio for 
Border Closure (197~) Rhodesian Traffic Alternative Routes 

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

Rhodesia 900.. 000 75.. 000 

Zaire 200,000 16,700 72,000 6,000 276,000 23,000 

Tanzania 300,000 25.000 4do.ooo 40,000 78<>,000 65,000 

Malawi 20,000 1.700 300,000 25.000 324,000 27,000 

Air & Other 10,000 Boo 4B.000 4.000 60.000 5,000 

----
1,430,000 119,200 900.000 75.. 000 1.. 440,000 1~0,OOO 

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



Annex VIII 

VEHICLE OPERAfiNG COSTS 

Vehio1e 

Passenger \Jar 
Couinercia1 Van 
Pi ~Jit-up Trucks 
Large Buses 
7-10 Ton Tr'lckf; 

Passenger Car 
Commercial Van 
Pick-up Trucks 
Large Buses 
7-10 Ton Trucks 
11-28 Ton Trucks 

Passenger Car 
Commercial Van 
Pick-up Trucks 
Large a'.ses 
7-10 Ton Trucks 
11-28 Ton Trucks 

Existing Road Improved Road 

. Eoonomic ,Running Costs Per Mile 
(U.S. cents) 

11.5 
14.1 
16.7 
Yr.3 
33.5' 

8.6 
,10.9 
13.2 
25.6 
41.5 

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

1.8 1.5 
3.3 ·2.2 
5.0 3.4 

20.1 16.6 
13.6 9·1 
43.6 28.8 

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

13.3 
17.4 
21.7 
57.4 
47.1 

103.0 

10.1 
13.1 
16.6 
42.2 
32.5 
70.3 

Source: SWKP Report 



Annex IX 
ESTIMATED ROAD MAJNTENANCE COSTS Mm SAVINGS 

MAINTENANCE COSTS (197~ P~'ioea) 'l'OTAL MAlNTENACE COST 

Ordina£l Maintenance Maintenance ,Replacement Total Mainten~ce ME\lntenance Savings~ 
~1atln~ ImEroved Exiat1n~ ImEroveci Exiflt:ln~ Im~roved 

Road Rand RObd Road Road Road 

$ $ $ $ $ $ $ 

1978 140~701 72.401 224.824 365~525 72.401 293.124 
1979 
1980 

147.586 
156.091 

75.495 
79.317 

2}9.064 
253.236 

386.650 
409.327 

75.495 
79.317 

311.155 
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 
19B3 184.441 92.057 305.918 356.040 490.359 44B.CYJ7 42.262 
1984 195.376 96.971 326.181 521.548 96.971 424.517 
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 
19~
19 
1989 

234.661 
250.456 
267.466 

114,625 
12].• 723 
129.367 

397.085 
425.452 
457~872 356.040 

631~746 
675.908 
725.338 

114.625 
121,.72~ 
485.407 

517.121 
554.185 
239.931 

1990 286.501 137.921 492.303 778.804 137.921 640.883 
1991 306.751 147.021 528~776 835.527 147.021 668.506 
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 1.120.340 192.157 928.183 
1996 438.781 206.353 765.831 1.204~612 206.353 9:;18.259 
1997 472.801 221 11 641 832.683 1.305.484 221.641 :.:.53.843 
1998 5()).656 23811 203 899.534 1,409.190 2)8.203 :.17:).987 

Source: SWKP Report 



AnneJ.. X 
SUMMARY OF BENEFITS AND COSTS FOR LILONGWE-MCIDNJI" 

ZAMBIA BORDER ROAD! 1274-1999 
(In thousand dollars) 

(1974 Prices) 
Cost of Final 

End Of 
Calen
dar 
Year 

End Of 
Eva1ua
tion 
Year 

Road User 
Savings 

(Normal Traffic) 

Road User 
Savings· 

(Zambia Transit) 
Traffic 

Sa'!ings In 
Road Main.,. 
tenance 

Total 
Benefits 

Engin.eering"
SUi>ervis1on Ii 

Road· Can
struction 

Differenue 
Between 
Benefits 

And Costs 

1974 1 $ 500 $ 500 
1975 
1976 

2 
3 

1,,582 
4,,000 

- 1,,582 
- 4,,000 

19TT 4 $ $ $ $ 4,,000 - 4,,000 
1978 
1979 

5 
6 

464 
500 

642 
642 

293 
311 

1,,399 
1.453 

1,,399 
1.453 

1980 
~_981 

7 
8 

551 
602 

642 
642 

330 
351 

1.523 
1.595 

1,,523 
1;595 

1982 9 655 642 375 1.672 1.672 
1983 10 712 642 42 1.396 1,,396 
1984 11 771 642 425 1.838 1,,838 
1985 12 ~43 642 454 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 1.298 642 641 2.581 2,,581 
1991 18 1.418 642 689 2.749 2.749 
1992 
1993 

19 
20 

1.548 
1.687 

642 
642 

737 
797 

2,,927 
3,,126 

2.927 
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 
1997y
1998 

24 
25 

2.411 
2.637 

642 
642 

1.084 
1.171 

4,,137 
4,,450 

4,,137 
4,,450 

!I No residual \'alue is attributed to the road. Souroe: SWKP Report 



Annex XI 

CALCULA'I'ICN -OF mTERNAL RATE OF RE'lURl FOR THE LILONGWE-MCHINJI, ZAMBIA OORDER ROAD 

BENEFITS AND COSTS, 1214-1998 
(Figures in thousand dollars) 

End Of 
calendar 

Year 

End Of 
Eva1uati:)n 

Year 

Diffel"enoe 
Between 
Benefits 

And Costs 

BENEFITS AND COSTS 

Discount Discountp.d Disoount 
Factor At Value At ~actor At 

14% 14~ 20% 

'I;iscounted 
Value At 

20% 

1974 1 $ - 500 .877 $- 439 .833 $ - 417 
1975 2 -1,582 .769 -1,217 ~694 - 1.098 
1976 3 -4,000 .675 -2,700 .579 - 2.310 
1977 4 -4.000 .592 -2.368 .482 - 1,928 
1978 5 1,399 .519 726 .402 562 
1979 6 1,453 .456 663 .335 487 
1980 7 1,523 .400 609 .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 1.939 .208 403 .112 211 
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 2'43 .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 ..l:§2 .010 42 

794 -1.599 
Note: Th~ internal rate of return (by interpolation) is 16%. 
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ANNEX XIII 

EnvironmentSl AnalY3is 

SUlJlllaI7: The informatiC!n and concl~ions pI'f:!sented in this environmental 
analysis .~e 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 
11ttle. to 'no nega"t.1ve impact on the environment, Since most· construction 
will involve reoonstruction of an existing route. 

The improvement· of the existing facill ty· is expected to reduce the 
present d~~t problem and lessen the soil erosion run-off now existing on 
the present roadway, for an overall improvement of these conditions in 
the roadway area. 

Construction of the facility is expected to cause an increase in 
vehicular al'1.~" pedestrian accidents, but with police surveillance by the 
Government this can be controlled. The major adverse effect of the projec 
is anticipa;~ed to be the possible increase in incidence of Malaria. and 
Schistosomiasis due to stagnant water standing in abandoned material pits. 
This problem, if it arises, can be controlled by the Lilongwe Land Develop 
ment Project AdmLnistration in the area. If livestock watering sites are 
not required in the construction area, the contractor can be instructed 
to level off, drain and seed pit areas as required. 

Environmental Impact and Concerns: There are six major categories of 
environmental impact to be considered wi thin this project. '!hese areas 
of impact or concern are: 

1. 	 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 impact of ecology unbalance that could result from the 
twenty-four mile section of new roadway location. 

4. 	 The impact 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 
d'l.O.e to open and abandoned material pi ts or embankment borrow 
pits following completion of construction. 

6. 	 The introduction of a high speed asphalt surfaced roadway wi th 
its ensuing danger to pedestrian and village populati~n and the 
unwanted sound created by exhaust systems of vehicular tr~fric. 
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Analysis of Impacts and Concerns: 

,1. Co~struction Activity, Stream Sedimentation - Nearly all con
struction activity will take place on low gradient' to slightly rolling 
terrain'and erosion by water 'is expected to have no detrimental effect 
during the construction operation due to the distinct -rainy season wi-th 
its limited construction activity. Stream sedimentation and contamina
tion due tc water erosion from the runoff other than the construction 
area is' 9.Xpec'ted to be -minimal and. is antiCipated not to be any greater 
than the pre~ently existing conditions. As a great portion of the 
present drainage channels are dry during most of the year, stream con
tamination due to sedimentation would be non-existent. Sedimentation 
is-not expected to be a detrimental factor contributing to any worsening 
of environmental conditions. 

2. Cor.struction Activity, Dusting - 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 constr~ction 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 section of new roaul'ay location the dust 
problem is 9Jltiicipated to be negligible wi th re~-:".rd to an environmental 
impact on the area. 

Using standard construction methods of water trucks, road detour 
control and intermediate road section completions the dusting problem 
during cor.struction is expected to show an improvement over the present 
road use and "the contribution of dusting to the environment from the 
actual construction operation is expected to be minimal. 

3. Ecology Unbalance, New Road location - The twenty-four mile 
section of new road location from Namitete to Kamlendo will entail 
clearing and grubbing, embankment construction, shallow earth cuts, 
and a minor channel chang~ of two major streams. The road location 
generally follows ridge lines ~d other areas which are marginal for 
agricultural use. This area contains no game or other wildlife, P.as 
li ttle useable timber and will have li ttle to no impac t on the limi ted 
aquatic life. 

The roadway and structure designs provide for minimal disturbance 
of the soils by the use of embankment sections 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. 

4. Land Erosion, During and After Construction - The effect of 
erosion during and after construction is anticipated to be minimal as 
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a balanced roadway cross seotion is being used throughout moot or L1io 
. length wherebY excavation from wide side d1 tches is ut1lized in cow:truc: L· 
ing a ra1s~ roadway embankment •. 

This allows cross culverts to be kept at a higher elevation thereby 
minimizing the need f~r excavation of long outlet elitches. Drainage 
outlets are also kept at an elevation so that runoff will not disrupt 
the series 'Jf contoured drainage courses which were constructed bY' the 
Lilongwe Land Development Project to control erosion. It is estimated 
that the effects of erosion now resulting from the unimproved existing 
road facility is much greater ~ that ~pected with the completion of 
the road improvement. .. . . 

5. Incidenae of Malaria and Schistosomiasis - The construction of 

the new fa<.:ili ty will require borrowing material from pits and select 

material area which in turn will result in the creation of a series of 

seasonal breeding places and shelters for vectors along the completed 

roadway. 


This irl turn could provide a sui table habi tat for the establiEhment 

of Malarie and filariasis carrying mosqui toes and schistosomia::;i::;, the 

snail bo~e 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 season~l drying up of these pond areas and by requiring 

the contractor to construct, where feasible, drainage outlets and where 

possible to locate the pits for maximum expOGure 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 mentioned diseases can best be accom

plished. t.h:L'ough the Malawi Government structured Lilongwe Land Develop

ment ProJe.ct by use of malluscic1des and insecticides, if these diseases 

become a problem. Control of this problem is then possible through the 

Lilongwe Land Development Orgariization. 


6. ~ Speed Facility - The proposed construction will provide a 
high speed facility for vehicular operation. The geometric design 
standards are established. for 100 KPH speeds, but will allow .:Jpee<i3 in 
excess of this amount. It is anticipated that with the completion of 
the facill ty to Class I Malawi Road Standards with its asphalt surface' 
the incidence of vehicular accidents and pedestrian fll'211 ties will 
increase. Due to the heavy truck traffic on this route between Zambia 
and Malawi. and the projected increase in AJYr flows road accidents can 
be expected to increase. It is true that the design and construct1on 
provide a safer facility with regard to all weather surface ~d geometrics. 
However, without a concurrent imput of police traffic control and police 
roadway surveillance, accident rates are expected to increase. Local 
police enforcement, especially at the village level could help to control 
the 5ituation. 
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A.I.D. Loan No.: 

'=ap. Asst. Paper No. Am/DLC/p-2044 


CAPITAL ASSISTANCE LOAN AUTHORIZATION 

P!tovided from: FAA Section lOb 

Malawi Roads Phase II 

Pursuant to the authority vested in the Administrator of the Agency 

for International Development (hereInafter called "A.I.D.") by the 

Foreign Assist2nce Act of 1961, as amended, and the delegations of 

authority issued thereunder, I hereby authorize the establishment of 

a 1.oan 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 

construction and construction supervision of the Lilongwe-Mchinji, 

Zambia Border Ro~d. 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 exceed ten (10) years. Borrower shall pay to 


A.I.D. interest on the unrepaid principal, and on 


any i~terest accrued thereon, at the rate of two 


percent (270) per annum during the grace period 


and three percent (31.) per annum thereafter. 
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2. ,2,ther Terms and Conditions, 

(a) Equipment, materials and services, except 

Detroleum. oil. lubricants (POL) and bitu

'IDen, '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 ~ncluded in Codes 941 or 935 

of the A.I.D. Geographic Code Book. The 

approval of this authorization constitutes 

a waiver within the meaning of Manual 

Order 1414.1.1 and a certification that 

exc~usion of procurement of POL and bitu

men from Code 935 sources would seriously 

impede attainment of U.S. foreign policy 

odjectives and objectives of the Foreign 

Assistance Program. 

(b) 	 The loan shall be subject to such other 


terma and conditions as A.I.D. may deem 


advisable. 


Administrator 



ANNEX XV 
MALAWI'S ECONOMIC PERFORMANCE 

Although endowed with relatively modest natural resources, Malawi has 
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 bf manufacturing indu~tries 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 ros~ 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 ~lightly 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 fishiI~g, 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 a whole was lower than that of GDP. Hence the 
share of this sector in GDP showed a steady decline from 57.9 per cent in 
1964 to 51 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 GOP 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 weather conditions, which adversely affected production 0f 

food crops, parti~ularly maize. However, production of most export crops 

expanded considerably, and with generally favorable export prices, t.otal 

exports continued to increase. Other factors in the slowdol'm in 1970 wr.:r'~ 


a leveling off of building and construction activity, mainly as a re3lJlt 

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

for the Malawi 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 ~y the authorities on the basis of 1970 prices, the value 
added of agriuulture 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' basis. The s~bstantial 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 m~netary economy accounted for 52 per cent of total production, 
by 1970 the per~entage 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 building 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 cent, with the terms of trade continuing to follow the adverse trend 
that began in 19'7l. 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. Overall1973 
was a year of impressive growth 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 ris~ in official foreign exchange reserves to $32.8 million. 

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




