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Preface

This is a final Report of the Project by the Contractor and
marks the <conclusion of a four Yyears assignment on 14 December
1993. The contract i1tself is funded, however, until a closure
date of 31 March 199%4. The intervening period will be marked
by an absence of all but one Long Term Technical Assistant

(LTTA) (Civil Engineer) and the presence of two Short Term Term
Technical Assistants (STTA's) undertaking two short-term
assignments.

The purpose of this Report is to record the status of the
Project up to 14 December 1993. It will also provide views on
lessons learnt and point to reasons for the sustainability or
the footprints left by the Project.

The Report dces not attempt to catalogue the many events that
have taken place over the four vyears; it is submitted that

enough has already been chronicled in -

3 x Business Plans

4 x Work Plans

16 % Quarterly Reports

1 % Evaluation Report and

2 x Monitoring Reports.

It remains for USAID to conduct a Financial Audit which is
expected to take place next year after Project closure date, in

the States.

In terms of the contract accepted by DCIL/Rites, the strategy

of the Project was to:-

Improve the overall management capability of SR
Improve the operational efficiency in order to make

the Railway viahle




For the past four vears the team has concentrated its efforts
on improving the management capability of the Railway and
examined and improved many aspects of the business. Not only
have management indices provided proof of a satisfactory result
but the Railway has made acceptable levels of profitability
since the Project took over. The results have demonstrated
that the Railway <can remain viable under the circumstances
detailed in the Business Plan and Viabilaicy Strategy analysis.
Parallel and most importantly, the training of Swazi staff to
continue the work already started has received priority. Both
the mid-term Evaluation (November 1991) and Monitoring reports
(August 1992 and October 1993) conclude that this aspect of the
Project has also been satisfactorily carried out. The Project
Team 1itself believes that the Railway has a viable future and
that the Swazi Senior Management team is competent to carry the

work on.

Several anticipated events are likely to affect the future of

the Railway: -

. reduced traffic and alternative routing resulting in
reduced revenue
. continuing and perhaps ever increasing demands by the

Trade Union for improved benefits.

As has been frequently pointed out, these factors must be
counteracted by reduced operational expenses otherwise the
Railway will not remain viable. Swazi management is very well

aware of this.

The management team and the Railway as a whole is wished well
in the tuture both by the DeLeuw Cather and Rites

organisations.




Project Elements

A.

Technical Assistance Elements

1. Before the Project Team assembled in December 1989
contract was awarded by USAID to a contractor to
undertake a review of technical assistance
requirements of SR and prepare comprehensive scopes of
work for the short ternm technical assistance
identified. This report, which was submitted to the
Ministry of Works and Communications and the Railway,
was completed in April, 1989 and formed the basis of
the original strategy adopted by the Project Team.

2. Provision was originally made for approximately 198
person-months for Long Term Technical Assistance
(LTTA) but a number of events caused the composition
and direction of the team to change, the contract
being altered several times to accommodate these
changes. The position can be reflected as:

Person months

Designation Original Actual
CEO 48 48
Director Finance 48 40
Com/Mktg Advisor 36 43
Operating/Traffic Advisor/Director 24 44
System Advisor 24 Nil
Personnel/Tng Advisor 18 33
Tng Advisor _N/A _ 12
Total 198 pm 220 pnm

These changes were brought about by various circumstances
arising 1in the course of the Project such as sickness,

structure changes and identifying new tasks.

3. Short-term technical assistance (STTA) of

approximately 26 person months supplemented the LTTA
effort but while this is still on-going until 31 March




1994, approximately 59 person months have been utilised
to-date. These changes were identified in the various Work
Plans that were produced and reflect the <changing
understanding and appreciation of the problems facing the
Railway. A total of 33 special studies will have been

completed by STTA’s at Project closure.

An  Administrative Assistant was hired locally shortly after
the team mobilised and has worked for 47 person months
against an AID budget of 60. Personal circumstances and
the Project coming to an end in March 1994, have bheen the

cause of this reduction in person months.

Whilst subject to audit, total expenditure to-date of the
Project, excluding the initial contract referred to in para

1 above, compared with budget is: -

Budget S 5 706 090
Actual $ 4 876 699

Additional but not significant expenses will be due before
Project closure. See Appendix 2 for statement of exXpenses

up to November 26, 1992, compared with Budget.

Training Blements

The objective was to increase the effectiveness of Railway
senior management. This has been accomplished, verified by

the Monitoring Report of October 1993 and other indicators.

Long term training

While the original intention was to finance two Masters
degrees for the new Personnel Director and Director of
Finance this did not take place, the reason being mainly
timing but alse a changed perception of needs. Instead,
the CEO counterpart spent a vear completing his BA degree
and an engineering technician, enhanced his gqualifications
by attending a two vyear course, both in the States. The
latter is to bhe ©placed 1in charge of the Engineering
Department early 1in 1994 after a further ten weeks spent
with Burlington Northern Railway.
_4_




Training Element

In a comprehensive training plan successtully conducted over
the course ot the Project, 31 individuals were identified for
training, either on job (0JT) or through a variety of Regional
and external courses. A total of 281 courses in various
disciplines have been completed whilst on-going training has
continued to be given to other employees outside the cadre ot
31. In this latter connection, a Training Needs study for
other grades down to supervisor level has been submitted to
Railway management with a view to funding and implementation.
Total training costs to date amount to $255 447 against a
budget of $338 655 with about $20 000 still to be spent.

Commodities Element

Originally AID was expected to procure for the Railway a
computer system, household equipment and furniture together
with three motor vehicles for LTTA use. Qutput was an improved
financial data management system in place providing essential

accounting and budgetary information on a regular basis.

Both input and output of this element have been met but input

1n a different way to that originallyv planned.

As some LTTA‘s 1i1n line positions had been provided with
vehicles by the Railway and 1in order to allow for a common
basis of a limited private mileage, an off-setting arrangement
was agreed to by AID and the Railway. SR would buy the three
cars and AID would pay tor items like a photocopier which would

normally be for the account of the Railway.

SR bought the three cars for S$32 113 and off-set expenditure
has amounted to S34 647.

Whar follows in the next section 1s a table reflecting the
Government of Swaziland —contribution budgeted at S1 587 700.
The notes describe how each 1item was calculated and on what

assumptions.




COMPARLSON OF BUDGET/ESTIMATED ACTUAL COST
REPRESENTING GOS/RATLUWAY CONTRIBUTION

October, 1993

Year 1 Year 2 Year 3 Year & Year § Totals
Budget |Estimate| Budget | Estiamate Budget | Estimate | Budget | Estimate| Budget | Estimate | Budget [Estimate
1. Housing & benelits for LTTAs | 12,000 43,3501 36,000 61,200 | 30,000 10,550 6,000 | 38,250 - - 84,000] 213,350
2. Utilities tor LITA 6,000 10,200 12,000 14,400 13,200 16,600 6,600 | 9,000 2,200 40,000{ 50,200
3. Vehicle/Naint/Fuel tor LTIAs 6,000 18,2801 12,000 24,230 13,200 26,400 6,600 f 20,200 2,200 40,0031 89,110
(Furnishings}) 60,000 2,000 2,000 1,000 65,000
4. Housing maint tor LilAs 15,000 10,000 5,000 5,000 35,000
5. Secretarisl support for LITAs| 27,000 13,000 54,000 13,000 64,800 13,000 32,400 | 13,000 10,800 159,000 52,000
6. Cfpart salaries/benetits 150,000 - 300,000 45,800 | 150,000 | 162,000 {100,000 |169,00¢ 50,000 3,000 750,000( 379,800
7. Mirfares-training for C/parts 10,500 7,600 8,000 - 3,500 - 29,000
8. Other statt trained 50,000 50,000 75,000 | 100,000 25,000 50,000 10,000 - 210,000{ 150,000
9. Oftice space 15,750 21,000 23,750 14,250 - 65,500 74,150
10. Supplies/ottice equipment 1,500 10,000 15,000 10,000 18,000 10,000 15,000 | 10,000 10,000 - 35,000 40,000
11. NPIJACCPAC[Ketworh 20,000 - 62,000 - - 82,000
12. Total 213,550 | 136,080] 491,000 276,630 | 401,200 | 410,300 |222,600 365,700 $0,200 6,500 11,478,500]1,195,210
Notes: Person months used each year 52 13 82 46 253

Conversion rete £/} 8 average rate of E3 to §1

Factors used in sbove calculations are estimations except where otheruise stated and ere as tollows:-
Iten 1. Rent £2,500 p.a. - §833p.m.

Itea 2. Electricity E200; Water E200; Telephone £50; Gardener E150 = E600 = $200

Item 3. 10 x vehicles; 25 x services; fuel at say 1200hefa costing E1,26/litre

Iten 4. Estimated.

Ites 5. Salary of £1,300p.m. x 3 persons x 4 years

Ites 6. Salaries, rents, vehicle maintenance, electricity, vater, telephone and gardeners pay
Itea 1. USA, India, Tanzania, based on actual costs.

[tem §. Estisated.

Ites 9. E1S0 p.m. for each oftice plus Administration Assistant

Itea 16. Stationery and furniture

Iten 11, Actuel costs incurred




End

of Project Status {(EOP)

The

Contract between USAID and DCIL/Rites required:

Debit/BEquity ratio reduced from 408% to 150%

Much time and effort has been expended trying to obtain
Government approval <for a debt restructuring but little
has been achieved. The Railway has on its part serviced
the commercial loans and those Government loans properly
identified. Two commercial loans have been fully paid up
and the South African loan of R8m is under active
consideration on an inter-Government basis. A strategy is
at last also being formulated by GOS and it is expected
that once the new Government finds its feet the matter of
restructuring the loan portfolio and establishing agreed
conditions and equity principles, this long outstanding
matter will soon be resolved. Everything is in place; what
is required is Government decision. Should the plans
presently envisaged be approved then the debt/equity ratio

is expected to be 68%.

CEO and Heads of Department functioning effectively

With the exception of the Chief Engineer’s position, the
balance of posts have been effectively transferred to

Swazi’'s and they are performing satisfactorily although

experience, which will come with time, is still lacking.




A civil engineering graduate has been recruited recently
and while he is obtaining the necessary railway experience,
a technically qualified but non-professional person will
next vyvear take over the administration of this Department.
At a later stage 1t will be necessary for management to
determine exactly how the department will be managed and
the relative merits of the two satisfactory adjudicated and

positioned emplovyees.

At an early stage of the Project it became clear that there
was much to be done by way of training the balance of the
Railway, the Project concentrating per contract only on a
cadre of Senior management. An analysis of training needs
has been carried out through the project and it remains for
Railway management to determine how this aspect can best be
dealt with. This is not to say, however, that no other
training has been done during the Project assignment.
Normal training but without Project funding has continued
ever since the European Community contract under the Lome
Convention c¢eased almost coincidentally with the start of
the USAID Project. What the Training Needs analysis
referred to requires 1is a more methodical and planned
programme aimed at supplementing the work already done. It
is an area of great weakness and regquires earnest

attention.

Trhe operating is to be reduced from 146% to 68%

A review has been made into how this ratio was calculated
in the past and recommendations made to the Swazi
management team showing how it should be calculated in the
future. The previous method of calculation compared with

the revised method is shown hereunder: -

R



o,

Operating Ratio %

Published Corrected
121.75 97.6
93.17 92.6
92.83 92.2
101.00 85.99
77.42 75.7
80.01 77.0

The principal difference between the two sets of ratios
lies in the inclusion and/or exclusion of "extraordinary

revenue/expenditure”, As has been stated by the last

Monitoring Team, 68% is wunlikely to be achieved and

sustained. However, the fact remains that this ratio,
which indicates the financial success of the organisation,
has improved and an operating profit is being regularly

made.

Operations and business Systems developed, accepted and

utilized

At the start of the Project it was the intention to have a
Systems Advisor appointed as an LTTA for a period of two
years. While a Rites person was mobilised he did not
undertook any work due to illness. It was then decided not
to appoint an alternative until the team had assessed
requirements and events have proved this decision to be

correct although we would have preferred to have systems in




place, tried and tested at the transition stage. The
reason for this not having taken place lie largely in two
areas. The first is the relative smallness of activities
and the lack of any rudimentary up and running data base,
be it manual or otherwise., If it wasn’'t for the obvious
benefits to he derived from automation - speed,
versatility, reduction in errors and staff savings - a
manual system was most suited for the Railway. The second
area of difficulty was in establishing what systems should
be used. Whilst "off the shelf" systems have been taken up
tor most of the discerned needs, the principal ones of
freight revenue accounting and wagon control have proved
illusive. The most obvious and practical course was to
hitch onto Spoornet’'s svstems but after having processed
this to the stage of actually starting a course of training
in freight accounting it was belatedly discovered that
their present systems were to be considerably changed and
amalgamated and there was 1little point in going on.
Options ranging from engaging system analysts to designing
an in-house, customized system to waiting for Spoornet’s
new system or using a SATCC wagon control system yet to be
proved 1in practice, have caused a considerable delay and
the status at present can best be described as uncertain
and somewhat messy. This status is most unfiortunate as it
leaves the Swazi Management with decisions on which

experience 1is an essential ingredient, something that is

lacking even with the appointment of a MIS coordinator.




Intra SADCC tratfic increased from 390,000 net tonnes to
500,000 tonnes p.a.

It has been generally agreed that this was a meaningless

objective. A primary object of 3ADCC was to divert tratfic
away from South African ports. Now that the political
scene has changed, the whole emphasis has been to ensure

that the most economical ports (Maputo in case of point) is
functioning satisfactorily thereby reducing costs to member
states. This latter policy means in effect less
intra-SADCC traffic moving, not increasing. The latest

Monitoring study confirms this view.




8.

QUTPYT DESCRIPTION

FINANCIAL CAPITAL STRUCTURE

FOURTH YEAR WORK PLAN - QUTPUT CONPLETION

ANALYZED AND RECONMENDED
CHANGES IN PLACE

LOAN PORTFOL10 ANALYZED
AND LOAXS RESTRUCTURED

CORPORATE STRATEGY AKD
PLANNING SYSTENS
ESTABLISHED

SR_RIGHTS PROVIDED AKD
SAFEGUARDED PER NOY

NANAGENENT INFORNATION
SYSTENS DEVELQPED
AND IN PLACE

REVISED TARIFF STRUCTURE
DEVELOPED AND IN PLACE

FINANCIAL YAMAGEXENT
PLAN AND SYSTEM IN USE

PERSONMEL NAMAGEMENT SYSTEN

INPROVED AND TN USE

TASK (S}

Complete but Monitor
Government Slueprint
Approval

Complete but Xonitor
Government Blueprint
Approval

Frepare Update Corporate
Strateqy and dusiness
Plan (Five fear)

Complete but Aonitor
Governaent Blueprint
Approval and $A Lean
Bispositien

SPRINT (re Wagoen Control)
System evaluated and
recommendations on
Abandonment/Update
Strategy of SPOORNET
aade

No Action Required -

Complete Acct
Automation-ACCPAC

(osting System
Enhancements made and
iaplemented

INTAC evaluated
Upgrading by SPOORNET
and proposals submitted

Costing Systen
Enhancements sade and
iaplemznted

INTAC evaluvated
Upgrading by SPOORNET
and proposals
submitted

Nonitor Exclusion
Clause ot Recognition
Agreement Industrial
Court Case

TINING

On-8aing -
No Definitive
Schedule

Proposal submitted
to Cabinet
Dec, 1993

Completed for 1993
Up-date due early
1994

Completed

November, 1993

Completed

Systeas in use.
Technical probleas
to be overcome by
early 1954

Completed Aug 1993
Completed Nov 1993
but alternatives to

be considered

Karch, 1393

dpril, 1993

Judgement delivered
Novesber 1933
Negotiations vith
Unior start Jan 1993

RESPONSTBILITY

CEQ and OF

CE0 and OF

Subcontractor

CEO, Director
Traffic and
Finance

CE0 and O(PEA)




FOURTH YEAR WORK PLANM - OUTPUT CONPLETION

0UTPUT OESCRIPTION TASK ($) RESPONSIBILITY

NARKETING PLAN AND BUDGET . No action required - 0n-going
DEVELOPED AND Ih PLACE completed

. STAFF TRAINING . Support Nr. Ndlovu's Jan-Aar DCIL Home 0ffice
COMPLETED Continued Training 1994
until Complation

Support System Transter Completed Apr 1993
to New SR Staff Train, Ngr.

Prograame dbjectives, Completed Nov 1993
Results and Costs
documented

vonduct Senior Completed Nov 1993
Management Training
Seminars in NBO

Develop KBO's 0n-qoing
Organisation-Wide
and by Department

11, SUPPORT BOARD . Comprehensively Brief Completed Nov 1993
QEVELOPNENT Board on Railway
PROGRANNE-(NEW OUTPUT) Operating and Finance

Review Board Repres. Completed Nov 1993
and Organization Alt
and Reporting Required

Reviev Longer Term Completed Nov 1993
Institutional Options
and Railvay Act

12. PREPARE PROJECT-RIDE . Prepare Final Report Completed Dec 1393
FINAL REPORT-(NEW OUTPUT)




FOURTH YEAR HORK PLAN - NAKAGENENT TRANSITION

ALL CONPLETED BY 31 NARCY, 1993

QUTPUT OESCRIPTION TASK TINING RESPONSIBILITY

pAALESEEASA LS —_— —_—

1. RAILWAY CONBITION BRIEFINGS . personne! & Induscrial Narch, 1993 (OP & LTTA
Relations - complated

Operating & Coaeercial Narch, 1993 0P & LTTA
Narketing ¥arch, 1993 CoP & LTTA
Civil and Mechanizal March, 1993 cop § LTTA
Engineering
finace & Accounting Rarch, 1993 cop & LTTA
2. SR_IN FIELD QPERATIONS . feviev Operating February, 1993 cop
AND TRACK REVIEW Stations, Track

Rehabdilitation and
Proposed Spurs

3. TRANSFER STRATEGIC . Diversion, Re-Routing fFebruary, 1393 STTA
AND BUSIKESS PLANNING and Road Competition
THROUGH FOCUS DISCUSSTONS

Track Rehabilitatien February, 1993 CE § 00T
and Safety
Tratfic, Cost and February, 1993 STTA
Revenue Forcasts

4. TRAKSFER GOVERNNENT . General Review February, 1993 43

SLUEPRINT of Blueprint

Indigenous Trucking October, 1993 STTA
Industry Oevelopment
Support
Contracting Non June, 1993 Subcontractor

Railvay Functions

-



6.

1.

QUTPYT DESCRIPTION

STAKEHOLOER DEBRIEFINGS

FOURTH YEAR WORK PLAN - NANAGENENT TRANSITION

EXECUTIVE AUTHORITY

TRANSFER

ASK

Operating Partners
Neeting

Eaployee Transition
Briefing

Customer Transition
8riefing

Commercial lender
Transition 8riefing

3oard Media Release
on Transition

fFunction for
Stakeholders

- 15 -

TINING

tarch, 1993

nareh, 1993

Narch, 1993

Narch, 1993

Narch, 1993

Narch, 1993

RESPOMSIBILITY

(e

ted and

CE0 and Narketing

Advisor

(0 and OF

ed

(eo



QUTPUT DESCRIPTION

—_— e

DOCUNENT RIGHT SIZING
STRATEGY AND SQCIAL PLAN

FOURTH_YEAR WORK PLAN - GOVERMMENT VIABILITY

ESTABLISH QPERATING
SAFETY PROGRARKE

EVALUATE ACCIDENT
RESERVING AND_PAYOUT
STRATESY

EVALUATE DIVIDEND
PAYNENT 3ASIS

SUPPORT CONVERSTON

—

9F 5.8, 9E8T

DEVELOP TRACK
RAINTENARCE
PROGRANNE

BLUE PRINT

TASK (S}

Shorter-Tern
Right Sizing Strategy
1 Social ?lan completed

Transfer Strategy ty CE0
and Senior Nqt, T2am

Jperating Safety
Pragramme Qbjectives
and Standards completad

Gperating
Accident Avoidance
Programme developed

Prograsae implemented
Pay-As-You-6o

Versus Five Year

Oeposit Strategy evaluated
Basis of Dividend

Payment to

Sovernment developed
Ability to Finance

Dedbt evaluated

Develop Programme
Design s Iaventory
iequiresents
iaveatory 3 fJevejop
standards conauctad

Progress revieved

Systea 5
Automation develaped

Training iaplemented

TIRING

Rarch, 1993

Rarch, 1993

Det/Nov 1993

Kovesber, 1993

Nov/Dec 1993

Noveaber 1993

November 1993

January
through
Narch, 1993

Aug-Nov 1993

fepruary
through
April, 1993
fay, 1393

November 1393

Noveaber, 1993

RESPONSIBILITY
cop
Subcontractor
CEO0 and
Subtentractor
Traffic

Advisor

Traffic
Advisor

Traffic
Adviser
cor

subcontractor

(0P &
Subcontractor

CED § OF

(£ § 51TA

CE & SR statf

{E and STTA

CE § 5TTA

CE § SITA



FOURTH YEAR MORX PLAN - GOVERNNENT VIABILITY
BLUE PRINT

(Continued)
QUTPUT DESCRIPTION TASK (S} TIRING RESPONSIRILITY
DEVELOP SERVILE . Inter-nodal february, 1993 CE0 8 MA
QIVEASIFTCATION T Handling Facility
SUPPORT INDIGENQUS ?lans docuaentec
TAUCKING I¥OUSTRY
Boor-to-Door Facility february, 1993 CED & WA

Plans documented

Additional Indigenous Narch, 1993 CEO 5 KA
Opportunities identifieg

CONTRACTING OF CERTAIN . Current Costs Nay, 1993 5774
NON - RATLWAY FUNCTIONS and Service Standards

for Autosotive &

Building Naintenance

and Security Services

evaluated
. Service Standards and Nay, 1993 STTA
Ranagement Requirements
developed
Tender Docusents June, 1993 COP & STTA

for Automotive and
Suilding Maintenance
and Security Services

developed
Jocuments and n-g0ing and LE0
Evaluate 8ids Let subject to
decision and
tiaing
. Services and if On-going and (e0
iesponsive and Cast subject to
8eneticial contracted decision and
tising

.17 -



OUTPUT DESCRIPTION

DENOBILIZE PERSOMNEL

AOVISOR

DEMOBILIZE MARKETING

ADVISOR

DEROBILIZE OTRECTAR
OF FINANCE

DENOBILIZE CHIEF
ENGINEER

BEMQBILIZE TRAFFIC
AQVISOR

OENOBILTZE AONIM

HOWE OFFICE PROJECT

AUBIT TN CHICAGO

DENOBILIZE CHIEF
OF PARTY

FOURTH YEAR WORK PLAN - OENQBILIZATION

TASK ($)

Handover Notes

Close-out
Administrative
Affairs

Handover Notes
Close-out
Administrative
Atfairs
Handover Xotes
Close-Out
Administrative
Affairs
Handover Notes
Close-0ut
Administrative
Mfairs
Handover Notes
Close-Qut
Administrative

AMfairs

Transfer Assets
to 60S

Transter Billings
to DCIL-USA

Prepare Final
Project Billing

Schedule Project
Audit with USAIO

Support USAID Project
Audit in Chicago

Support USAID Final
Project Evaluation

Support Transfer of
Project Assets

- 18 -

TINING

January, 1993

January, 1993

June, 1993

June, 1993

Karch, 1993

Narth, 1993

Narch, 1994

Narch, 1994

Dec, 1993

Dec, 1993

Early Dec, 1993

Nid-Decenmper,

1993

Mpril, 1993

Noveaber, 1993

Unknown

Narch, 1994

Early Oec, 1993

RESPONSIBILITY

£0P & O(PEA)

COP & AA

COP & ADOC/N

COP & AA

cop & OF

e

CE and Hose 0ffice

CE and Home office

0P & 00T

(0P § AA

0P & AA

CoP § AA

OCIL Home Office

OCIL Home 0ffice

0CIL Home Otfice

To be determined

cop




Lessons learnt from the Project

Supported by established facts, the Project has met its
objectives and the effort can therefore be said to have
been worthwhile. USAID can consequently take satisfaction
that what was perceived as a pressing need by the
Government at the time has been met., If there was a hope
that this Project would provide a model on which similar
projects could be based in the Region, this is likely to bhe
unfulfilled largely because time has tended to overtake
events with each railway now undertaking some if not all
the main restructuring aspects of this Project. HMalawi
Railway might possibly benefit from an infusion of
management expertise on similar lines to this Project; it

is the only one that offers some scope.

Whilst considerable effort was expended during Project
proposal stage to determine the problems facing the
Railway, many significant problems were overlooked probably
because those evaluating the process were unfamiliar with a
railway undertaking. Two examples of this might suffice to
make the point. Safety and discipline on the Railway fell
far short of an acceptable level and yet this was only
cursorily mentioned in findings preliminary to the tender
specifications being issued. The pressing issues of right
sizing and industrial relations 1in the Railway were so
dominant and obvious that it should have been readily
recognised before the Project started. Had they been, an
LTTA with specialist experience in these fields might have
been added to the team along with far more emphasis being
given to safety in operations. It is apparent that the
experts preparing Project specifications were principally
concerned with the financial status of the Railway whereas
the most «critical factor was, and still remains, the safe
running of trains. In future similar Projects, therefore,
much more care should be given to identifying all the
problems by carefully selecting people with experience for

this purpose.




In retrospect it was perhaps an error in judgement on the
Team’'s part to leave the restructuring and strengthening of
the Railway Board so late in the Project. It is now
apparent that this should have been done a long time ago
and undertaken along with other restructuring proposals of
management itself. The reason for not doing so was because
the then CEO found 1little need to rely heavily on Board
support but it should have been apparent that this
situation was likely to <change after the transition to

local management.

Several important assignments were paid for by the Railway

even though they were legitimate items for the Project.

Job evaluation

Link working study

Manpower study

Hire account adjustments
"Exemption Clause"” case in Court

Hire of a Perway Instructor.

USAID would have agreed to pay, in time, but not
necessarily from the source considered by the Team to be
most appropriate. Delays and frustrations follow the
strict observance of the rules resulting in a tendency to
choose the short-cut alternative of having the Railway pay.
These items should in fact be included as a contribution by

Government (the Railway).

With the added value of hindsight, at least two of the
Short term assignments could have been avoided thereby
saving 14 weeks of STTA time. One would have been the
"Marketing Strategy” which could have been undertaken by
the Advisor Marketing who had both the time and expertise.
The other was the "Feasibility of deleting Sunday train
services” the outcome of which could have heen readily
anticipated as 1t was based on a false premises. A more
careful appreciation of the problems would have prevented

unnecessary expense,




An error was made early in the Project where all members of
the senior management cadre went through tests to ensure
their suitability and ability to undertake studies in the
States (TOEFL, GRE, GMAT and SAT). Only two from this
group eventually went to the States for degree or advanced
technical training (Gideon and Timothy) but expectations
were raised amongst the whole group even though attempts
were made to warn them that this was ‘“contingency
planning”.

The frequent changes that had to be made and the inevitable
gaps 1in the critical position of the LTTA Director Traffic
{Operating) resulted in delays in introducing new
procedures and strengthening a very weak but vital part of
the organisation. Contract extensions to the LTTA in the

capacity of Traffic Advisor would have proved beneficial.

Finally, the Ministry of Transport - previously Works and
Communications - tended to distance itself from the
Project, although more lately a marked change has become
evident, There could have been a more honded commitment
for the GOS to act in certain respects. The most obvious
case has been in restructuring the GOS locans whica, despite
repeated attempts, have only really come alive in the past
year and are only now being submitted for final approval
but are still not finalised.




Factors that should ensure sustainability post Project

1.

A vyoung, enthusiastic and professionally trained management

Team is in place and acting independently.

An awareness by management of its responsibilities in a
forecasted changed environment.

A willingness to learn.

A number of studies covering a wide spectrum of situations
is available from which the new management team can derive

confidence, encouragement and reference.

A legacy by example of how management can and is able to

work.

A desire amongst senior management to prove that Swazi’'s
can effectively manage the Railway without expatriate

assistance.
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PROJECT STATUS OF OUTPUTS FOR EACH OF FOUR YEARS

{. FINANCIAL CAPITAL STRUCTURE ANALYZED AND RECOMNENDED
CHANGES PROVIOED TO0 CAPITALIZE SHAZILAND RAILWAY - COMPLETE

. BACKGAOUND The Short Tera Technical Assistance Froject conductad in 1389 suggested that SR's financial
capital structurz would be inadequate to meet short term needs.

. QUTPUT BIECTIVE fvaluatz SR's financial capital structure raquirements over the period 1390/1991 through
1994 /1995 and forvard relatee capitalization Reccmmendations to Sovernment

. PURPOSE RELATIGNSHIP  To strengthen 3nd expand the capacity :nd operational sfficiency af regional rail transport
in 3ADCC countries.  This output is expected to contribute ta a reduced Debt)Equity ratis
from 4083 in 1983 o 150% by 1993,

. OUTPUT CONNENT The severe financial erisis of 1988 subsided through <cost control and tariff increase
initiatives that generated 3 surplus in 1289/1990. The Business Plan hovever nticipated
operating deficits starting 1994 due to diversion of present transit traffic.

QUTPUT RECOMNENDATIONS The 1990/1991 Business Plan and Corporate Strategy Report adopred by the SR Board in July
1990 recomaended a onumber of short term traffic retention and cost reduction initiatives.
1t also recommended that if SR cannot be effectively sized that Government reiaburse SR for
related over-employment and social service costs.  In addition, it recomsended that
§overnment fimance SR's permanent way costs to put it on a mere equal footing vith Aoad
Reuliers. Finally, it recomaended debt forgiveness since SR would be unable to service it.
Together, the above recommendations were designed to defray the contemplated operating
deficit.

F. 15T YEAR STATUS The 3R Board forvarded to Government a roquest for Debt Forgiveness and Che request vas
under revieu. The Government 4id provide SR funding in the amount of £763,000 for selective
rehabilitation of tne Goba Line.

6. IND YEAR STATUS The request for 3overnment Debt Forgiveness is still under reviev. Resoluticn of fais
request was in part deferred due to the reorganization of the Xinistry of Yorxs ind
Communications the previously responsible Ninistry for SR. A new Kinistry, the Afnistry of
Transport and Communications s now responsible for SR, This change has introduced & host
of nev officiels who have had to be fomiliarized with SR's financial sitvatisn snd
requirements.

The GSovernment programmed an additional E4.S aillion for Goba Line Rehabilitation but oaaiy
£, aillien was  wutilised. The pattern of financial support for peraanent wuay
rehabilitation appears o suggest an emerging Sovernment policy of funding defensidle
requirements in liau of Jebt Forgiveness

Unlike 1390, 3R iam 1391 did onot exoerience any significant collisions or damage/claias.
Excluding the aeed to establish capital reserves 58 in financial year 1391/1392 is expected
to generate 31 profit in the range of €20 aillion thereby sigaificantly improving its cash
positioen. This temporary position {i.e. because diversion is still expected to take place
starting {inancial gear 1994) could confuse SR's need for Debt Forgiveness by Government due
to SR's longer term {inancial constraints and lead to deferral of decision until the need
arises. it is therefore necessary that the Project's third year work plan establish a
longer tera (orporate Strateqy and 3usiness Plan that gives reneved direction to capital
structure and the need for any debt forgiveness by Government.

- -




K. 3RD YEAR STATUS

I. 4TH YEAR STATUS

The Strategic Re-assessment carried out during July, August and September of the Third
Project year re-confirmed that unless substantial cost savings are realized over the period
1993/1994 and 199471995, the Railvay could again find itself in a deficit position due to
anticipated traffic diversion to Naputo,  Further, it was noted that any significant
operating accidents over the next five years could be extremely disruptive to financial
stability since related costs are self-financed.

The Railway adopted 2 short tera strazegy of buying out 2mployees to realize right sizing
abjectives. Hhile this action will erode the Railuays present cash surplus position it will
laad to substantial future cost requctions

The fGovernment, 3s the Railvay's owner, as 2 result of Strategic fe-assessment has preoarad
a Oraft Sustained viability B3lueprint,  In addition to supporting Right 3izing through
socially sensitive neasures, the draft agreement includes umbrella accident financial
coverage over che next five years, selective debt restructuring end recognitisn Chal the
Railuay can not finance required track rehaoilitation. Togelmer these actians are designed
to stabilize the Railuay's capital structure over the aext four to five vears.

The Oraft Goverament Viability Blueprint vas prepared for internal reviev ia Novemver, 1392
and vill be discussed for endorsement by effected Ministries in March 1993,

A Oraft =Strategy concept for SR* (605 Viability B8lueprint) sas circulated to 2l
concerned, Certain aspects of the Draft have or are being actioned by either Goverament or
the Railuay but a Final strateqy paper is still avaited. Of particular significance are the
follawing:-

Debt Restructuring: 2 Cabinet paper awaits the attention of the nev Government
This paper proposes the restructuring into Grants, Servicaadle Loans with conditions
stated, Equity.

Establishment of an Accident Reserve Fund: a study has recently identified 3 source
of insuring against rail accidents and this nov avaits consideration by the Railuay
Board as well as GOS vho has undertaken to *top up" over certain adounts and aeet
catastrophe costs in future.

Right-sizing of SR staff: an exercise has been completed vhich reduced the streagth
by 311 individuals. The cost of doing this has been aver £3m borne by the Railway.
The wviability Blueprint called for a reduction of 290 persons as was to be aet from
a Social Plan Fund but events svertook this proposal.

fehabilitation plans for the East/West limes were proposed out G505 still has ©
advise hou the costs are ta b2 funded. In the meantime, special naintenance work is
having to be dome an 2a increasing scale 3nd 308 has aade additional grants
svailable to SR tovards this; £1.17a having been allocated for yfe 1394,

fany of these aspects will now becose the responsibility of SR aanagesent bdut the groundvork
has been completed by the Project

fFurther down-sizing will bdecome necessary but again the basis for :ifecting this has deen
established and it remains only a question of financing this that remains an open issue.

A final decision on the financial structure of the Railvay is to be
aade by Governaent.
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. BACKGROUND

. OUTPUT QRIZCTIVE

. PURPOSE RELATIINSHIP

. QUTPUT FINDINGS

. QUTPUT RECONMENDATIONS

. IST YEAR STATUS

2D YEAR STATUS

FOURTH YEAR PROJECT STATUS BY OUTRUT (Continued)

2. LOAN PORTFOLIO ANALYZEQ ANO LOANS RESTRUCTURED - COMPLETE

The Short Term Tochnical Assistance Project conductad in 1389 found that SR had an excessive
Debt/Equity Ratio (i.e. 408% in 1988) and outstanding debt in the magnitude of £100
sillion. It recommended restructuring of debt and Sovernment forgiveness af loans provided
by fovernment totalling £71.9 sillien.

Determine if 3R can s:.vice debt aver the periad 199091 through 1394/35 by estisating
servicing requirenments and seek Government assistance in restructuring of loans,

To strengthen and expand the capacity and operational efficiency of regional rail transport
in SADCC countries. This output is expected to contribute to a reduced Debt/Equity ratio
from 408% in 1988 to 150% by 1993

The 1989/1390 trend toward profitability and the expectation that this trend would continue
in 1990/1991 enabled the Railvay to retire several coamercial loans. [n addition, 38 gained
support froa Government in deferral of servicing of Government loans until 1993/34.
Government also assisted SR in restructuring of the Standard Chartered Bank loan in Narch,
1990.  Together the above have alleviated SR's debt servicing requirements. The Debt/Equity
ratio in Yovember, 1990 was 152% but includes deferrals an Government loans.

The 1990/91 Business Plan and Corporate Strateqy report found that SR could not effectively
viservics Government loans presently deferred in 1993/94 and 1994/95 due to anticipated
traffic and revenuve diversion.

The 1990/1991 Business Plan and Corporate Strategy Report sdopted by the Joard and the Loan
Partfolio Report recommended Government forgiveness of loans totalling £49.2 aillion. an
alternative strateqy is to request indefinite deferral of servicing should forgivensss aol
be supported.

The SR Board forvarded a request to Governsent for Jebt forgiveness and the Request vas
under review,  Debt Forgiveness vas vieved to save SR approximately £3.0 aillion ia cosCs
starting 1993/1994 thereby keeping 5% solvent in terms of cash flow.

As aoted previously the request for Debt Forgiveness remains unresolved. The 199171332
Corporate Strateqy and Business ?lan established that the timing and degree of traffic
giversion Jould be much lass severe than that assuaea in the initial plan (i.e. 1990/1331),
This tended %o alleviate the ismediate need for a2 decision on Debt Forgiveness. Hovever,
the plan suggested that 3R may not be in a position To service debt deyond the planned fie
year horizon during vhich the aajor input of diversion was expected to take place.

The 3rd Year Work Plan is expected to extend the Planning Horizon beyond the five year
period (i.2. a ten year horizon) in order to aere effectively evaluate the aagnitude of
diversion and viability of subsequent operations in order to establish SR's longer tera zatn
flow nosition and related debt servicing capacity.
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H. 3R0 YEAR STATUS

I, ATH YEAR STATUS

As suggested under output nuaber 1, the Strategic Re-assessment re-examined the Railuay's
ability to service its debt.  The assescaent confirmed that debt servicing could not be
sustained unless excessive labor and related social service costs could be reduced and
potential accident losses controlled.

The Oraft Sovernment Viability 8lueprint has a nuaber of provisions concerning loan
restructuring as follows:

1) the Government will convert loans related to acts of God to equity.

2) the Railvay will establish a fully funded Social Flan Fund to finance Right Sizing and
Five Year Accident Reserve in exchange for previously unrestructured Government loans {s
be forgiven or converted to equity.

3) the Railway wvill service previpusly restructured Government Loans as vell as Commercial
Loans,

As indicated above the Oraft Government Viability B8lueprint is currently under internal
Government reviev and it is assumed that action uill de taken prioer to the end of March,
1993, If the Oraft Blueprint is appreved the Railvay's debt/equity ratio will de
substantially enhanced as will its capital structure.

As indicated earlier, restructuring proposals are being submitted to the New Cabinet. In
essence these result in:

£ (000's)
Debt 11,807
Equity 51,049 Debt/Equity ratio = §8%

In the meentime the R8m RSA loan is the subject of inter-government discussions with the
interest being the focus of attention, the capital having been agreed ta be paid by 3R,

The proposals for debt restructuring referred to in Output No. 1 apply.
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FOURTE YEAR PROJECT STATUS 8Y OUTPUT (Continued)

3, CORPORATE STRATEGY AND PLANNING SYSTEM ESTABLISHED - COMPLETE

A, BACXGROUND The “Regional Rail Systems Support Project - Swariland Goverament® report preparad for USAID
in April, 1988 noted that SR needed to cevelop a corporate strategy on its mission and rale
in the Transport iafrastructure and needed to develop related planning systems ang 2
supporting Business Plan.

3. QUTPUT 0BJECTIVE prepare SR XNission Statement and develop Five-fear rolling Business ?lan and relatad
Corporate Strategy.

C. PURPOSE IELATIONSHIP  To strengthen and expand the capacity and operational efficiency of regional rail tramsport
in SADCC countriss and attempt to seet "Conditions that vwill indicate the project purpose
has been achievea® (i.e. reduced DedbC/Equity and Operating Ratio, Business System utiliced
and intra-SAdCe traffic increased).

D, OUTPYT FINDIXGS The 1990/1991 3usiness Plan and Corporate Strategy report adopted by the Board in July, 1390
¢stablished & nvaber of significant findings as follovs:

* the Railvay is the back bome of export trade and due to the nature of goods moved must
continue to be operationally viable

+ the Railvay is not on a favourable footing with Read Hauliers since Governaent
subsidizes Road Haulier conveyance facilities vhile SR has been financing its own. Road
Hauliers are not paying their fair share for infrastructure maintenance thereby being
able to offer customers wmore favourable rates for aovement of import trade. This
contributss to SR back-haul limitations and therefore its financial efficiency

© 53 is extremely vulnerable to diversion of transit traffic {i.e. represents 30% of
traffic) due to regional peragnent way improvements to Xaputo as well 35 Maputo Port
facilities (i.e. the Plan anticipated & worst case diversion of 433 of traffic by
1993/1994).

E. QUTPUT RECONMENDATIONS The 19901391 Business Plan set forth a series of short term traffic retention and
expansion and cost reduction initiatives as well as longer term firancial support
initiatives which were adopted dy the 8oard in July 1390. Together these initiatives
vere designed to keep the Railuay financially wiable despite the snticipated significant
down turn in traffic and revenue by 1393/1994.

. 13T YEAR STATUS Susiness Planning systems were institutionalized to support annual upeating of the
plan.  The 1390/1991 erosion ia financial position, cavsed largely by collisicns and
related costs, coupled vith the :aerging notion that traffic diversion vould be delayeo
and  less severe over the short term suggested that SR re-exasine its short term strateqy
and related business plan,

6. X0 YEAR STATUS The 2nd Corporate Strateqy and Susiness ?lan vas founded on the theary that traffic
diversion and the related threat of financial insolvency would be less severe than
originally contemplated.  This scenario suggested that SR would therefore be provided 2
window of opportunity to position itself for traffic reteation and replacement on the
theory that SR has a role in supporting the national economy and the related need to
competitively move goods.



The recent strateqy with respect to traffic retention focused on implementing service
quality and reliability and cost reducticn .nitiatives expected to result i 2
siaplified and more manageable organization. Ffurther, a nuaber of initiatives were put
in place to test the potestial for shorter and longer term traffic expansion.

Three significant events teok place during the 2nd Project Year. First, despite
concerns forvarded by SR to the Road Transport Board, road havlier requlations with
respect to market entry were relaxed vith respect to foreign hauliers. The immediate
effect was on importfexport traffics in which SR lost all of its previous gains in POL
{i.e. petroleun product traffics) over the year to road hauliers. Road competition is
expected to potantially impact all other traffics uith the exception of sugar.

In order to meet the challenge of road hauliers in import/export traffics, SR found that
it needed SPOORNET's support in ‘tariff reduction concessions which SPOORNET was
unvilling to meet. This confiraed SR's inflexibility to compete for traffic because its
costs are uncompeCitive and at present largely fixed with little flesibility for
variability and was therefore forced to seek concessions {-om SPOORNET for traffic and
ravenue retention,

SR 4id not gain any significant enhancements ia visible improvements in quality or
relisbility of service and therefore lost some available traffic and revenve. More
significantly it vas unable to sell enhancement to qain other traffics.

The prospects of increased competition with Read Hauliers snd SPOORNET's potential
inflexibility in tariff concessions implies that if SR is to remain financially viable

it aust become:

a aore cost effective/efficient organization thereby creating the flexibility
for concessions

a nore pro-active organization that contemplates and can rapidly adjust to
competition

an  organization that can offer competitive services in conjunction Jith

SPOORNET.
The 3rd Corporate Strategy and 3usiness Plan aust therefore solidify the above
directions and in doing so aust have the active support of Labor. Should the above be
perceived to be impractical then SR's strategy should be to focus on those traffics not
likely to be vulnerable to road competitian such as certain [mport/export traffics aad
through (i.e. transit) traffic recognizing that this latter direction would eventually
result in an insolvent Railvay.

H. 3RD YEAR STATUS s planned the Strategic Re-assessment was conducted during the periad July througn
September, 1992 and re-exaained five strategic issues including:

1. Traffic Diversion to Maputo
Right Sizing the Railvay
Track Rehabilitation of the older East and Hest Lines
Debt Servicing
§. Accident Reserve: and Operating Safety Programme.
As stated previously the Oraft Goverpment Viability Bluepriat that eserged froa
Strategic Re-assessment addresses all fssues but diversion.  Propesed resolutions

hovever are designed to reduce the input of diversion,
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1. 4TH YEAR STATUS

Even though the regional economy has been depressed for four years or so, the Railuay
over the last threa years has not experienced related traffic losses until this year.
This year a decline in Zimbabwe related transit traffic in containers and general goods
vas noted. Ironically, it is this same traffic that was considered divertable to Naputs
over the next tuo to five years. MWeetings with Zimbabve industry and shippers suggest &
continvation of depressed market with 30 to 403 traffic decline in 1393/1994. So, aside
from the threat of diversion, the Railway is threatened with a much shorter term decline
in Ziababue transit traffics.

The Oraft Government Blueprint also requires the Railvay to consider a auaber of
initiatives including:

1) assistance in developing an indigenous trucking industry by considering the role of
trucking in service diversification

2) contracting railvay and non-railway functions if cost beneficial

3) instituting a comprehensive dperating Safety Programme

These elements will be incorporated into the strategy.

The Fourth VYear Work Plan will include an update of the Five Year Business Plan which
vill be developed from the Strategic Re-assessment and Oraft Government Viability
Blueprint,

It s clear that diversions avay from Svaziland route to Naputo are taking place but on
an almest insignificant scale and whilst confirmation of peace vwill eventually brisg
norsality to the carridors, the impact of this on SR is still a nuaber of years avay. 4
recently conducted Project Monitoring Study suggests that the strongest presence of
Naputo wvill be in 1997 or 1998, B8ut it is still anybody's quess. Traffic is less than

Budget but this is the result of the economic recession prevailing and not diversions.

The 605 Blueprint required that a number of inmitiatives be considered and these have
been carried out viz

Indigenous joint venture trucking/rail service
Divesting non-core activities

A Safety Plan foraulated, a Training Officer position established and safety
training coamenced.

Provision of spurs ta single customers (in conjunction vith the 354).
The results of these studies have been handed over to SR management for decision.
The work of wup-iifting the d4isused Kalake line is progressing and is scheduled for
completion 2arly in the new year. Reclaimed material is being sorted for Railvay use or

for sale to the public.

A Mission Statement has been written by the £EQ and a systes of NBO intreduced.

A Nission Statement prepared by che CEO has been widely distributed and four
S-year rolling Business Plans vill have been completed by Project closure,
Three Strategic Assessment Plans have been draun up over the life of the Project.
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A, JACKGROUND

. QUTPUT JBJECTIVE

. PURPOSE RELATIINSHIP

. QUTPUT FINOINGS

JUTPYT RECONNENDATIONS

. 13T TEAR STATUS

. ND EAR STATUS

THIRD YEAR PROJECT STATUS 8Y JUTPUT {Continued)

§, S.R. RIGHTS PROVIDED ANO SAFEGUARDED UMDER SR/SATS
NENORANDUN OF AGREEMENT ON RATLWAY LINK {NOU) - COMPLETE

The Short Tara Technical Assistance Project conducted in 1339 nated that 58 shouls re-affira
that the w00 is still legally 3inding ang that 33 needed to submit casn flov statements,

that 9ere ia arraars since 1386, 5f the antire aerth-south line reflacting any surpius or
saortfall for zaca jgear.

Confira that 0V is legaliy hiading :nd chat w0U will Se honoured wnen 3ATS [s arivatizad,
determine shat i wants our of w0U in taras of r2imoursement in N2 2wanl sf ast linz
shartfalls and wpoate/aaintain sn 3 current dasis north/south line financial analysis.

To strengthen 2nd 2xpand the capacity and aderatiznal 2f¥iciency of regiznal rail transpors
in SADCC cauntries. This Jutput is 2vpectzg Iy dath reduce the Jeot/Equity ang fperatiag
ratios.

USAID engaqed legal counsel, who found that the NOU is legally bdinding 2nd s an
inter-governaental instrument o e Jiscussed dy the tuo jovernments and not respective
Railvays.  The Railvay also enqgaged 2n accounting firm to update morth/south line financial
analysis up ta year end 1989, dnalysis has since deen zaintained internmally cn 3 cyrrent
basis and sutstanding financial matters have alse deen resolved with CFN,

The legal advisor recoamended that the aimistry of Finance srrange a consultation Jith Sauth
African counterparts, to reaffire the validity of the X0U, attain agreement In any
calculated shortfall, seek loan resolution and abtain 3 guarantee that the NOU will be
honoured when SATS is privatized.

The 3R 3oard has farvarded 3 request %o the Ministry of Works and Cimmunications that
jovernment enter iato negotiations with the Republic of South Africa ta re-affira the
validity of the %00 and request forgiveness in repayaent of the autstanding morth/south {ine2
construction loan totalling R3 willian wnicn vas previously re-schegulad far -spayment ia
1392wt sas subsequently Indefinitaly deferre, SPOORNET did agrae to ro2imdurce 33
approxinately £3.97 willion in previously unremunerated bhire costs by off-setting costs
against hire charges.

1 weeting wvas held Setveen the Jovernments of Svaziland and the Republic of South africa
wring whien the wvalidity of the 10U vae re-affirmed. ‘However, it was re-affirmed that the
Y0U 3id aeC juarantze 33 any astavlishea volume of through traffic and the request for dfent
forgiveness Jas Jeniad an the dasis of sncefensidlefunjustifiable grounds.

feveral fallew-on informal wmeetings .ere eld to explore the RSA's intent as to when i:
night re-astablish its demana far loan repayaent as well as to investigate as a mor:
justifiable and acceptable reason Yor requesting febt forgiveness. An ansver to the former
has a0t deen provided. 4An emerging strategy for the latter is to arque that the northfsouth
line s largely to the benefit of the RSA/SPOORNET and that SR will not have the fimancial
capacity to both finance loam repayment and track maintenance costs vhich are 2xpected %o

facrease aver the mext five years.

Wagon Cantrol Systea transfer from SPOORNET to SR identified a programming error in
SPOORNET's system which resulted in previous errors or overbilling of hire charges. 3R has
resolved to carry out a detailed retrospective exercise to establish the exact amount of
over-billing so that related costs can be recovered from SPOORNET. The amount involved is
conservatively estimated at E2 million. We are still cleaning up the past whilst trying >
deal vith the future.
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H. JRD YEAR STATUS

I, ATH {EAR STATUS

The Oraft Zovernaent Viability 8lueprint directs the Railuay ta honor reservicing of the 254
loan of €3 ailljen.

The failvay coontinued its retro-active review of vagon hire charges during the year. The
total 2mount recaversa to date is I3 aillisn. The exercise will be zompleted by the 2nd of
June, 1393 and it is anticipatad that 3n additisnal £! million will be recovered.

Signifizant somcessions wer: abtained in lacomotive (ie di2cel) hire charges and hiring ves
structursd  far 3 longer contractional perion.  Daily diesel lacomotive hire rates were
reduced froa 1,790 to £1,000 unicn made the hase aut of steam pragmatic fram 2 tost
aerspective.

Juring the fourth fear Joint Facility Tee, Hagen dire ana Tarpaulin concessions will de
sought.

lention has deen ade that the 354 .oan of 3a will have to be met by SR 2ut negetiztisng an
interast cnarges are going on  Setween the tuo Governments. Whilst atlempls wer: 7292 %o
invoxe the Memorandum of dgreement in faveur of SR, this met with little success Sy the
South dfrican felegation.  {lonsiderable success, however, was achieved by naving the
SPOORNET/SR  Business Agreement oxamined in detail and significant saviags can be expected.
This together vith the overcharges detected in the Hire ccount sakes it imperative that 3l!
such charges continue to be scrutinised vith the utmost care. Approsimately E73 has been
credited as a result of the Hire account shecking exercise. It is continuing and ot present
rate of progress will take several more years To bring it up to date.

An opinion established that vhilst the NOU was legally binding and was applicable
to Spoornet, the successors of SATS, the conteat aade it of little practical value.
This has been borne out by discussions of the R8m RSA loan. dn analysis of WAL
profit/losses is being submitted annually te Specrnet.
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A, JACKGROUKD

3. QUTPUT 9BJECTIVE

. PURPOSE RELATIONSHIP

0. QUTPYT FINDINGS

TOOOUT3UT SECIARTNDATIONS

£ 1ST YEAR STATUS

FOURTH YEAR PROJECT STATUS 3Y QUTPUT {{ontinued)

S. MANAGENEMT INFORKATION SYSTEMS ESTABLISHED - COMPLETE

The Short Term Technical Assistince Project conducted i 1989 found that 33 Semiar
xanagement lacked timely 3nd meaningful information for effactive decisisn-maring. Further,
it found 1 signifizant lag in infernation jeneration cycles. The Praject recoamenied that
¥anaqeaent Iafarmation ystem needs snould be analyszea and establisned where possidle suring
first year of the long Tarm Technical Assistance Praject and zhat 3 System e ia 2lzce
providing R with couprehensive 3ata on operating variable cost and revarue juriag the
secong/thirs year of Project.

The First fear dork Plan of the tong Tarm Tecnnical dssistance P-aject dfeemed it
inzopropriate to rapidly proceed Jith computerization since time 435 neezed to lsentify
nanagement iaformation requiremeats, A0 3TTA Jas scnedules for the periac June Zhrauga
Septemder to define requirements and prepare 30 automation plan. Further, @apnisis vas
placed on iaplementing operating procecures and identifying wagon cantral Iataraatian acess.

Prepare an automation plan, strengthen operating procecures ing {deazify wagen cantrst
system requirements to iaprove management inforaation,

To strengthen and expand the capacity and aperational 2fficiency of regional s3il Zransport
in SA0CC :ountries.  This output s 2xpected ta contridute to *Jperatians and dusisess
systems developed, accepted and utilized".

The STTA Automation Planning assignment vas deferred from June through Septemper, 1280 %3
March through June, 1391 because other critical work vhich vouls iampact 1IS requirzsents nag
to precede Automation Planning.  Far example the cost allocation planning ang costing
framevork exercise would dictate 3ccounting system nedifications :ad this vark .as 19¢
scheduled for complation wuntil 3dugqust, 1390, Hence the iutomation Plinning 2xercise was
scheduled presaturely in the Work 7lin

Horking Time 300k, Roster and <Irev Link and Train dorking Requiatisns Jerz schedulea far
comoletion by Augqust, 1390.  The iTT3 assignment 4id nat praceed until Vovempsr, 1330 3ad
dorking Tize 8ook and Roster and Crew Link vas completed in February, 1391 3aq japlementatag
in Maren, (331, Train Working fequlations vere implemented in September, 391, dccizent
Notificatisn sna Response procedures verz impleaented in december, 1390

dagen ontrol Srocedures were sinetuled for Jevelopment, relying an the IATI/SPOORNET
systea, in the jericd Z2pteaver, (390 Chrough February, 1391, This worx was 12ferrzq a0
Jill % -zscheduizd for the Jag Fraject Year Work Flan. The collisions of July 2ng August,

1390 requirad 2cT2nsive 3anagement ittention and this sontributed to deferral 3f work.

A Laag Tera Tachnical Advisoer (LTTA) To cover £ivil Engineering Departaent resasnsibilities
sith full Executive futhority wJas commitZed <o the projest effective Jctoder 1230 unose
responsidility it would be @3 iatroduce 3 Permanent May Maintenance ¥anagement Systea ia
1391 in the Second Project Yaar,

%o significant recommendations have 2verged due to jenerai deferral of work,

Linited progress was achieved relative to the Ist Yzar Work ?laa.




§. 2¥D YEAR STATUS

The Automation Plan was completed in July, 1991 bdut 2 comprehensive strategy far its
faplementation has not been agreed upon among SR sanagement. At issue are the questions »f:

what bace systems SR needs jarticularly if {t contracts out certain Railvay ind
non-Raijuay functisns: and

vhether it should build custos systems or acquire commercislly adaptavle systems.

Horking equlations were fully iaplemented during the Ind Project Yrar. devisad Train
Horking Requlations were introduced and those involved in adhering ty revised raqulations
sere familiarizes with them. The aev Working Time Boox, Roster 2ad {rew Link system vas
introduced and then reeised because thay 4id ot jrovide adequate flexidility fa the event
IPOORNET 4id Aot meer its train tivetsdle - (i.e. in the avent of aissed runs).

SPOORNET's Wagon Control 3ystem Nas seen successtully tramefersel T3 T7 Myl xag a3t 3tlalady
ite desirag level of efficiency due %t nmoden d4ial-up limitations. & fedicatad telepnon:
line s nseded 3nd It way ot de avaiiadle tar tamnection 2etween SR and SPOORNET :ffices
uptil the end of the 3rd Froject vzar. The system needs to de transferred for intarnal use
from the {oamercial DOepartment ta lperating as well as implementeq st %paka. The systaa,
despite present limitations, has offzred iaproved wagon control and inquiry an jooss ia
transit.

SPOORNET is finalizing INTAC, its acc.unting svstem. 3R's intent is to establish on-iine
access to this system so that it can extract pertinent hire billing Inforaation ia order 23
reduce the present inter carrier billing/payment cycle coveriag traffis ravenue 2nd varisus
hire charges due SPOORNET. This system is expectzd ta come on-line during the first half :f
the 3rd Project fear.

Limited progress was made inm Che estadlishment of 3 Permanent Way Naintenance Xanagement
System due to the unanticipated personal difficulties of the LTTA Civil Engineer and the
need to replace him during the Ind Project Year, doth on a temparary and longer Zerm basis.
Jespite the avove disruption 2 lermanant day Naintenance Manageaent Programme is unger
jevelopment ang will e complated prior to the end of the 2nd Quarter of the 3rd Project
faar.

The Project Tzam, supported by USAID's Project fvaluators, have determined it critical t
sstablich 3 fefinitive longer tera SR Orqanization and Jperation ?lam by the Ird Quarter sf
the 3rd ?raject f2ar.  This plan will astablish desired in-house direct control functions
jearsus  ‘upstisms S0 e contractad 2ut 2ither to simoly management control or attain cast
saquetions and Jroduslivily =2anancements. In view of *his intent it 33y be premature =3
sinaliza <he autcmation strategy siace it would not be :ffective to develop systeas for
fanctisns  ca3l sould/uould e uitimately contractad ta others. wWe therefare intend ty sefer
fyether autzaation (1.2, aside  Frin dagen Zantral and INTAC) until that dreanization Plin
has  Seen accentad. The 2ajor s¢stams in guestian iaclude accounts, stares and mechanicai
HBLLIR
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I. {TH YEAR S1ATUS

SPOORNET's  SPRINT  Wagen Contol Systes became operational during the year through
introduction of a moden. The system needs to be extended to the field to verify location of
delayed wagons. In addition, 2 system needs to be introduced for control over local traffic
vagon hire.

SPOORNET's INTAC 8illiag/Accounts Receiveable System has been introduced with extensive
training provided to staff by SPOSRNET. The Systea vwill become operational by April, 1393,

After the Railvay made its commitment to the above systeas SPOORNET advised the Railuay of
its intend to abancon these systeas and move towards 2 new generation system aver the naext
tue  years. The above systeas have therefore become temporary solutions. The Fourth Yaar
Work P?lan will examine the Railvay's best long term option of either committing to
SPOORNET's new jeneration of systems or building its eun systems.

The Permanent Hay Waintenance Wanagement System accomplished little pragress over the year
due to the untisely resignation of the Chief Civil Engineer in duqust and the related delay
in replacing him.  The systza is nov scheduled for impiementation over the period February
through dctober, 1993 of the fourtn Project Year.

Cost beneficial contracting of railvay and non-railvay functions vas examined during the
year.  Automotive workshop, residential building maintenance and security services vere
targeted as potential areas to be examined in more detail during the Fourth Project fear
This will net effect the autosation strategy.

A special study has recently been completed into the SPOORNET freight accounting system
INTAC and its vagon control system SPRINT. The recomsended alternative to INTAC is to have
a custcm designed systea to meet the special circuastances prevailing. Whilst the intention
of SEOORNET s to amalgamate both systems into one called Gemini it is also apparent that
SATCC, through a USAID funded project, is anxious to introduce a PC networked systeam that is
compatible with the systee to be wused by SPOORMET. Satellite communications are alse
aooted.  Nuch remains to be explained and discussed before such a radical system is
introduced. Assignaent concluded and trancferred to sanagement

The Permanent Way Naintenance System has been satisfactorily installed but the intention is
to have the STTA involved return for three veeks early In 1994 to ensure that the important
start of a nev accounting year proceeds without hitch.

A AIS coordinater has been appeinted by the Railway which should facilitate the overall
autemation work being undertakea. Eaphasis aust be given te allowing the local talent to
practice what they have been taught and this includes the Coordinator.

Complaints have Ysen ceceived aoout the frequency of breakdouns in the equipment purchased
by the Project. An sxamination reveals that the UPS units, sany of which have burnt out, do
not have ‘the capacity to cope with the extraordinary surges in power experienced in
Swariland.  Autherity has been obtained to replace these auxiliary units with adequate surge
capabilities specified.

A aanagement plan for autowation has been submitted, an in-house Wagon Control System for
local supplemented by Sprint is recomaended, and generally manageaent information has been
improved. It is, however, a long process vhich is en-going.

A management plan for automation on SR has been completed and vagon control system
requirements have been implamented or identified. The process, hovever, is
on-~going.
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€. QUTPUT RECONMEKDATIONS
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FOURTH YEAR PROJECT STATUS BY OUTPUT (Continued

6. REVISED TARIFF STRUCTURE OEVELOPED AND IN PLACE - CONPLETE

The Short Term Technical Assistance Project conducted in 1989 found that SR's teriff system
required rationalization in terms of classes and pricing. Line profit/loss analysis was
also recommended to identify profit generating customers and comaodities.

Oevelop an iaproved full cost allocation and costing basis by commodity and deteraine cost
recovery characteristics of the present tariff systen. Recommend tariff class :ad pricing
changes.  Further, examine any SPOORNET hire charge inequities and resolve them in future
Business Agreement negetiations.

To strengthen and expand the capacity 2nd operational efficiency of regional rail transport
in SAOCC countries by introducing 2 more commercially and cost oriented tariff structure
which can lead to reduction in the operating ratio.

An STTA vas engaged during the period July and August, 1390 to develop a costing nedel using
1988/1989 data. The resulting report vas submitted on schedule and costing infarmation was
internally updated for 198971990 and 1390/1991

An STTA was enqaged during the period October through December, 1990 to evaluate present
tariff system classes and pricing. The report vas prepared on schedule.

Line profit/analysis wvas not conducted because the present accounting system cannol readily
support such analysis. This analysis is also considered redundant vith the tariff snalysis
because the latter identified cost recovery inequities. Further, certain SPOORNET hire
charge inequities have deen identified and brought to SPOORNET's attention.

Work in this output area resulted in a number of significant recommendations as follovs:

t. the present accounting systea does not allocate costs to functions and activities which
therefore limits costing by type of aovement and commodity. The systes requires
restructuring and this will be taken inte consideration by the NIS STTA scheduled to
arrive in Narch, 1991.

ro

transit traffic is gemerally above cost recovery but increases are wuarranted in
Phosphoric Acid and General 6oods. Transit traffic should be oriented ta Train Loag
Traffic and Back Haul,

3. local traffic is gjenerally delow cost recovery and significant increases are warrantad
in Xolasses, Fruil, Timber Products and Coal.

. delays in service are costly and have a significant negative effect on cost racovery.

Harranted tariff adjustaents caanot be made on a one-time basis due to severity of impact -
they asust be phased in. Further, tariff increases may be inelastic for certain comaodities
which reinforces the need for cost containaent or Governsent subsidization.

Costing systems and tariff analysis wvere completed.  SR's accounting systea requires
restructuring in functions and activities in order to capture cost information required by
the costing systew.  Tariff adjustments vere budgeted and implemented for financial jear
199171392 but full ajustments vould require phasing-in over several years.
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Required accounting systeas wmodifications were amade so that costing information could be
captured for the Costing Systes during the 3¢d Project Year. This requires aaintenance of
tuo maaual systems including a general ledger system and cost systes which is cumbersome 2nd
could be simplified through implementation of an automated Accounting and Costing 3ystam,

Concessional Rates wvere examined but not iaplemented as this relates to importfexport
traffic. They are hovever considered as the need arises during neqetiation of traffics.

One of the bemefits of having established an {aproved working relationsnip will SPOORNET is
that we have learned aore about their tariff structures and costs, The loss of POL traffic
to road hauifers confirmed that:

SPOORNET is critical in offering customer tariff concessions for import/export traific
and since their costs and tariffs are lower than SR's have no incentive to support
concessions.

SR's costs for import/export traffic wmust be brought in line with or lover than
SPOORNET's if it is to be successful in regaining or expanding traffics,

Road Haulier NMarket entry derequlation has removed SR's previous market protection in that
SR can no longer protect itself through tramspoic market regulation in competitian far
service,  De-requlation s significant to SR in that if it is to retain or expand
import/export traffic it aust:

. become fagiliar with road havlier cost and tariff structures in order to knov in which
traffic and haulage distances it can compete

become pro-active in identifying emerging competitive trends

be able to offer related competitive services

The previous Tariff and Costing analysis only examined present cost recovery for traffics.

It 4id not examine the competitiveness of costs and tariffs with TSPOURNET nor Road
Hauliers. This needs to be examined vithin the context of longer teram SR restructuring

Finally, the continuing econoaic dovaturn of the World Economy has affected certain fransit
and export traffics uhich experienced a decline in the 2nd Project Year. The net 2ff2ct is
that tariffs have become amore inelastic limiting SR's ability to increase tariffs far
inproved cost recovery. The budgeted average rate of increase for financial year 1292/1993
i{s 7% but in neqotiation a higher rate will be arrived at although this may be difficult %o
attain.  Oepressed world markets, lack of parity betveen SPOORNET tariffs and costs, ind
removal of road haulier market protection mandate that SR assess its cost effective aiche ia
the competitive aarket with road hauliers and bring its cost structure inte harmony with
SPOORNET.




H. 3RD YEAR STATUS

I, ATH YEAR STATUS

ks committed in the Third Year Work Plan emerging tariff increase inelasticity among
customers and tariff competitiveness vith road hauliers examined.

The analysis of tariff increase inelasticity among customers revealed that over the next two
years, due to continuation of depressed regional and international economies, it will be
extremely difficult to increase tariffs commensurate with inflation, Additiona} pressures
will be applied by SPOOANET which has relatively lower costs and can teaporarily absord
losses.  This factor, evaluated in Strategic Re-assessment hightens the need to imaediately

reduce the Railvays fived cost base,

The Railvay's competitive position vis-a-vis comparative transport distances and delivery
schedules revealed that it is overpriced by 10 to 208. The analysis noted that the trucking
industry whick is coping vith a depressed market has adopted low fleet investment strategies
and hence has adopted an agressive pricing strategy. Traffics considered vulnerable vere
crass  border traffics particularly those that may be re-routed to Maputo, conditioned on
trucking deregulation, and import traffics,

To offset this competitive challenge the Railvay has adoptad the following strategiec:

1) introduction of spur lines for major originating traffics like sugar and coal to coamit
industries to rail service

) introduction of a dry port to offer improved distribution services for export and import
container and qeneral gqoods traffics as well as simplification of custoas handling and
administration.

Finally, the Project has considered adoption of the Oscar Costing Model advocated by SADCC
as 2 longer term autemation solution. MNodel analysis will be completed early in the Fourth
Year of Project.

Finally a cost based tariff systea has deen firaly implanted on SR. It is 2 simple system
vhich can be readily adapted and all concerned have been adequately trained. & lack of
frequent opportunity, like aany other things on SR, may result in rustiness and an excuse
for calling 1in “experts® once again, something that management must guard against. An 2asy
to read and understand aanval has also been written.

Rote- is made elsevhere relating the status of such matters as spurs and the dry port st
atsapha, and 0SCAR, the wagon tracking system advocated by SATCC/USAID has already been
comsented an. 4l these aspects relate to the assignment as vehicles in vhich to apply the
latest costing and tariff systems,

This assignment {s complete and handed over to management.

A cost based system of tariff setting, a manval and training has been carried out.
Changes in policy have been 2ffected and Spoornet hire charges have been challenged
and rectified.
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7. FINANUTIAL RANAGENENT PLAR ANO SYSTEN IN PLACE - CONPLETE

Tne Short Tera Technical Assistance Project conducted in 1989 found significant accounting
control and budgeting uveaknesses. It recoamended improvemeats in the system of controls and
computerization of accounting and budgeting systems.

The 1Lst Year Project Work Plan subaitted to USAID in Fedruary, 1990 suggested that : aumber
of initiatives were raquired to strengthen SR's financial aanagement capabilizy :ad that
together these wvere more critical than computerization. SR on its oun initiative zngaged
its external auditor to reviev the adequacy of the system of accounting and internal
controls and ‘to recommend iaprovements of materiality to SR. SR also engaged experts to
reviev the adequacy of its purchasing and stores manageaent procedures. The above work 4ds
completed in Hay, 1990 and impro-ements are being implemented.

The Mork Plan anticipated STTA assignments in Asset Eveluation and Oepreciation Practices
and in Risk/liability Reserves and Claias Management. These areas vere deemed critical s
SR's financial structure,

Strenqthen information on SR's assets and liability reserve position, improve system of
controls in purchasing, stores, assets and claims and improve financial infirmation
reporting.

To strengthen and expand the capacity and operational efficiency of regional rail transport
in SADCC countries by improving SR's operatisns and business systems.

Xajor areas noted with control veaknesses by SR's external auditor vere in purchasing and
stores, asset aanagement and depreciation and claims management. In purchasing and stores
it was noted that improvement controls vere required in requisitioning, inventory aoveament
and valuation.  In asset aanagement it was found that a historic cost basis vas used for
depreciation, that assets had not been revalued in recent years and that the register vas
not up to date. In the claias area the assessment was focused on accident liability
reserves and their adequacy. An adequate reserve could not be established based on historic
costs.

Stores control improvements wvere focused on an upgraded Kardex system uhich das been
implemented at Sidvokedve. It was recomaended that asset depreciation 52 based an
replacement cost rather than historic cost. This change would fncrease asset value from
€122 aillion to E346 million. Asset life cycle assumptions were also recoamended {ar change
having 2 effect of reducing annual depreciation. Both recommendations are :cpectad to
have 2 jesitive affect. In addition the asset register was updated. With -2spect te
accident liability it was recomaended that insurance coverage e :onsidered ar that
Government make an annual provision for reserves.

Significant qains vere aade in financial a2anagement control and these are as follows:

an japroved purchasing and stores management system has been introduced at Sidvokodve
and personnel trained - Mpaka requires implementation

a cost allocation and costing amethodology have been introduced anc staff trained in
systen updating

an asset reqister has been established and personnel trained in its msintenance
insurability fo accident claiss is being considered

a performance budgeting and reporting systes for goods aoved and revenue has been
introduced for monthly reporting

a perforaance budgeting system for expenditures is under development

the general reliability in nusbers has isproved

the Annual Report for 1989/1990 vas issued vithin 3 sonths of year end.
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6. 2N YEAR STATUS

K.

3R0 YEAR STATUS

The objectives of the 2nd Year Work Plan vere four fo'd as follous:

establish Accident Claim Liability Reserve policy

size fleet requirements and aeans of traction and compare buy to lease costs

maintain costing and asset systems and intrsduce autemated Financial Management Systens
evaluate contracting of functions.

An Accident Claia Lizbility Reserve of €5 million vas established based on vhat amount SR
could practically support f ia projected five year revenue generating capability. The
reserve amount was not based on SR's liability history since outside experts indicated that
the degree of liability had varied so extensively over the past three to five years that it
vas impessidle to project potential future liability.

A decizion was aade to abandon steam traction and to replace steam traction with dizsel
traction.  This 1Is expected to have the peripheral effect of freeing up 3¢ 2aployees or
aore.  Steam traction requirements uill e replaced by diesel traction. Leasing/hiring of
Diesel Traction is expected to continue since sources are available and SR does not have the
financial capacity to buy diesel traction, Wagon requirements were sized and SR 2xpects td
continue hiring through SPOORNET and CFA.

The Cost Allocation/Costing Model wvas maintained as was the previously established Asset
Register.

An automated Accounting and Budgeting systes vas to have been implemented by the end of the
1st Quarter of the 3rd Project Year but work on this did not progress as planned. As
indicated previously the SPOORNET INTAC system {i.e. SPOORNET's automated sccounting system)
vas under development during the year 2and is only nov nearing completion. Since SR's intent
is to access this system for billing/receivables purposes the question arose of how this
system could be integrated {into SR's potential avtomated accounting system and whether or
not integration could be accomplished with a coemercially available Accounting Systea or
vhether SR's Accounting Systea would require custom development. A decision on hov to
technically proceed vill be made during the 1st Quarter of the 3rd Project Yesr

The feasability of comtracting sut a variety of functions vas to be conducted internally and
completed by July, 1991, Due to the sensitivity of this work it vas deterained that the
vork should be contracted through an independent consultant. Terms of Reference vere
developed and issued to qualified consultants and proposals vere received by the end of the
2nd Project Year.  Consultant selection is undervay and analysis is nov scheduled far
completion by the end of NMay, 1992.

The SR, through the end of the 3rd Quarter of its 1991/1992 Financial Year is perforaing
above budget with respect to profitability.

As planned through the Third fear Hork Plan an expenditure accounting systea has been
introduced - the ACCPAC systea. Xajor modules of the systea include:

.qeneral ledqer
.accounts payable
.cash book

inventory control
.fixed asset register
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This has been an exhaustive exercise since it entailed the following steps:

.general computer literary training of staff
.application module training of staff
.restructuring of accounts and allocation codes
.pilot testing of systea

.input of accummulated records

.hardvare communication planning and implemeatation
Jhardvare and softuare support

.maintenance of parallel manual system

The system is expected to become fully cparational by April, 1993 even though the fixed
asset register and stores application systems may lag slightly due to year end closing of
asset and stock valuation,

In addition, the positien of a Management Systems Nanager has been resolved. The position
has been advertised and someone is to be engaged by March, 1993. This position will be
responsible  for  systems support, hardvare and softuare maintenance and  data
storage/security.

The general accounting package, ACCPAC, continves to be augmented and adapted dut aay be
considered fully operational.

The Fixed Asset Register has been up-dated vusing Railvay funds and there are plans by
aanagement to revitalise the automation of the Stores system,

An Asset Reserve Account has been established,
As stated in amother section, a NIS coordinator has been appointed, but only fairly recently

and her Railvay experience still has ta be expanded before she can be & fully useful aeaber
of the teaa.

The Asset Register was re-drawn and up-dated and a Capital Reserve established.
Stores procedures have been strengthened and Accident Reserve funding together
vith insurance submitted for approval.
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8, PERSONNEL NAMAGEMENT SYSTEN INPROVED ANO IN USE - INCOMPLETE

The Short Term Technical Assistance Project conducted in 1989 identified personnel
aanagement systea weaknesses.  This incivaed job descriptions and salary structure,
ineffective personnel evaluation procedures and limited information on persennel and past
training.

Prior to the start-up of the long Tera Assistance Project, SR at its oun cost initiated a
job assesssent exercise which wvas designed to lead to new job descriptions, ratings and
salary structure, This study was completed in Nay/lune 1990 and implemented in
September/0ctober, 1390,

The 1st Year Mork Plan submitted to USAID in February, 1990 requestad an zxpansion in scope
in this output area by adding: 1) the development of a labor negotiation strategy in viev »f
the prejailing unionization situation at that time; 2) Cond.tions of Service stipulation an¢
discipline/grievance procedures to support adainistrat.on of a potential labour contract; 3)
a labor force sizing exercise to identify excess or redundant staff (as well 2s
under-staffing eareas) for cost reduction; 4) performane and meritorious service incentive
schemes; ang 5) policy iavestigations into accomsodation ané cost-of-living adjustaent

Oevelop labor negotiation strategy and related agreezent administrative procedures; size the
organization for productivity and cost reduction opportunities; develop framework for
systematic performance evaluation and incentive sechanisas, improve information on personnel
and past training; and improve policies on accoamodation and cost-of-living adjustaents.

To strengthen and expand the capacity and operational efficiency of regional rail transport
vithin SADCC countries by defining career paths, productivity iaprovements and training
requirements,

In retrospect this output area was unintentionaliy oversceped for the ist Year Work Plan.
For example It was envisioned that labor/union neqotiations would be concluded by October

1390,  Rather, no agreement has been attained and the “Sxclusion aspect is aow in
Industrial Court for ruling. In addition, the Job Assessaent exercise which was completed
in Xay[dune 1990 required implementation, which became more extensive than contemplated
because it required presentation to various employee groups. Together the above abserbed
the aajority of the Personmel Advisor's time and other sub-sutputs therefore slipped.
Finally, due to the periodic outside duties with NONC by SR's Director of Personnel the L7TA
Persannel Advisor was required to fill the latter's daily responsibilities.

The Job Evaluation exercise is now fully implemented by SR and it resalted in pay increases
far 75% of personnel and reductions for 25%. Orqanization-vide job descriptions are aov in
place. Ultimately, an across the board increase of 5% had to be made.

A aacro staff sizing exercise vas conducted to deternine preliminarily the magnitude of
excess and redundant staff as well as reductions that may be available through contracting
opportunities. The aagnitude of reduction was 3% in staff vith a potential cost reduction
of €2.0 zillion per annum,

T
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The major focus of work vas on implementing the Job Assessment System, developing a Pension
Plan, preparing revised Discipline, Grievance and Conditions of Service regulations, design
and {mplementation of a Personnel and Training Information Systea and supperting the
Exclusion Agreement neqotiations,

staff sizing, the implementation of 3 personnel evaluatisn system, the development of a
performance/aeritorious service scheme; the preparation of a revised accommodation policy
and the development of a cost-of-living adjustaent policy were deferred to the 2nd Project
Year,

Finally, it vas envisioned that the labof/union agreement vould be in place in mid-1991

The laborfunion agreement was not attained during the 2nd Project Year. The Exclusion
Agreement s now in litigation and 3R during the 2ad Praject Vear wade several effarts to
settle litigation out-of-court but was wnsuccessful in achieving this. & contlusion 0
litigation may not be attained during the 3rd Project Year due fo allotted time and
frequency of appearance limitations iaposed by court as vell as the number of individuals
scheduled to appear to provide testimony. Only one day of testimony is availablz every
three aonths and {f this process runs its course litigation aay not be completed until early
the 4th Project Year.

Discipline Requlations were submitted to the Union and a counter proposal vas offered by the
dnion.  The qap between the two proposals is considered significant thereby implying
extended negotiations.  This will take place during the 3rd Project Year. Conditions of
Service requlations wvere developed and are undergoing modification so that they can be
issued on a complete basis.

The Pension Plan was fully iaplemented and a cost-of-living adjustment position for
Financial Year 1991/1992 was successfully negotiated.  The Acconsodation Policy was
developed using a points system to properly place empleyees into vacant housing and 2 data
base was developed to identify vhich employees are located in available housing.

The staff sizing analysis vas to be conducted inforaally and completed by Bcteber, 1391, SR
detersined it amore appropriate to conduct this analysis through an independent consultant
vho wvas engaged through competitive process by the end of the 2nd Project Year. This uork
is nov scheduled for completion in Narch 1392,

Work on the planned performance evaluation and incentive system vas deferred due ty the
perceived potential resistance bdy the Union to additional changes. The time has not been
right to proceed with the introduction of such & system in view of all other aatters
currently under consideration.

Finally, the Personnel Training 3ystea iatroduced during the ist Project fear has been
Aaintained.

The Unjon initiated a request for a 13th Pay Check and this matter is curreatly under
consideration. SA's strategy will be to link this to labor productivity enhancenents

The overall pattern of events nov suggests a protracted process with no simple solutions and
vith the outcome highly uncertain. Negotiations have deaanded exteasive tiae froa the (EQ
and personnel staff and do distract attention away from the Project and normal Railvay
business. Furtherasre, the lack of an Agreement implies that SR cannot enforce the level of
discipline necessary to upgrade service reliability.
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The Exclusion Clause of the Recognition Agreement remained in litigation in the Industrial
Court with no foreseeable resolution.

The 13th pay check vas provided and tied to performance.
Discipline requlations remained unresolved.
Conditions of Service requlations vere modified 2nd vers issued.

The Staff Sizing Analysis was initiated in March, 1992 and abandoned in April, 1992 due to
Union non-support

Nork on the Performance Evaluation and Incentive Pay System was deferrad due to the
impracticality of trying to introduce it

Senior Management Training proceeded as scheduled (ie see futput 10).

Despite the above overall impass betueen Managemet and the Union, Nanagement proceeded with
teraination of Steam Traction and related redundancy of workers. After some delay in
effecting the initiative and re-examination of vacancies the initiative vas achieved. With
the support of Government a socially sensitive buy-out strategy was adopted among these
employees effected which facilitated right-sizing by 81 or so employees.

Since the work seasurement study had to be abandoned it vas decided to establish right
sizing through peer comparison to contigquous and regional railways. This resulted in
establishing the right-sizing objective of 290 employees which has been adopted in the Draft
Governaent Viability Blueprint.

The Oraft Government Viability Blueprint requires the Railvay to adopt a socially sensitive
right-sizing strategy and Fund. A buy-out strateqy vas adopted accompanied by various
secial services and a Fund of approximately E10,0 million vas reserved from Railvay cash
resources.

After closure of the Steam buy-out a major break-through ocurred whereby the Union suggested
extending the buy out on an organization - wide basis. An adoptive strategy was formulated
vith plans to effect it in the period January through March, 1993. It is anticipated that
this exercise could potentially ameet the Railvay's immediate right-sizing objective.

Eaployment contracts wvere introduced among senior management eaployees in order fo set the
framevork for annual perfomance evaluation 2nd reiated remuneratioa.

Finally, the right-sizing initiatives have highlighted the need to prepare and implement 3
social plan for the survivors of right-sizing since right-sizing creates instability. The
a3jor envisioned components include

renuneration adjustments amongst the lover rank-and-file and upper management

competency enhancement of eaployees through training investment to ensure upuard
acbility or outvard placement

consideration of contracting with railvay esployees of non-railvay functions to
ensure future job preservation

consideration of business diversification for job preservation.
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1. ATH YEAR STATUS Right-sizing of the Railvay, which started wvith the redundancy of the steam locemative
staff, continued into the fourth year. In all 311 {ndividuals vere either dismissed or vere
bought out, an exercise vhich cost €8 million paid for by SR. This point is emphasised as
it is unusual for a railuay to be able to afford the large amount of money as they are
normally in 3 bankrupt or near bankrupt position when they have to take this action. The
sethod by which the buy-out was negotiated wvill now form a basis on vhich to negetiate
further doun sizing but this can only occur vhen the Railvay has sufficient funds for the
purpose. It is suggested that ultiaately the size of the Railuvay should be no bigger than
500 employees, a further reduction being required of 233, undertaken in stages, over 2
period of time as circuastances demand

b manpower audit was completed (XP1) paid for by the Railvay. Whilst the timing of this
audit was about a year late - held up by objections from the Trade Union and only agreed to
by “buying out* as part of the severance package referred to above - it nevertheless
provided 3 useful yardstick and while a rationalisation exercise finally came up vith 3
slightly higher ouaber of positions (St) the difference is accounted for by positions that
vere inadvertently missed or aisunderstood by the NPA Audit.

o .
N o e

Judgement has been finally delivered in the Industrial Court, auch in favour of the Railvay
en the Exclusion Clause. This nov, after mere than tuo years, opens the vay for a foraal
Recognition Agreement to be negotiated with the Union. Considerable work has already been
done on this but it now remains for the Swazi sanagement team to negotiate it to fimality.
The delay was beyond the povers of the Project to avoid and it was necessary to pursve the
Issue as it has nov established an important point of principle for 311 eaployers/employees
in Svariland.

. Mo attempt has been made o introduce a Performance Evaluation and Incentive Pay Systes,
é\ prpT primarily because the industrial climate has made such an attespt virtually impessible of
success during the vhole period of the Project.

. Right-sizing has taken place (311 positions reduced) and a Training Needs analysis

. completed, The vay is nov clear for the Recognition Agreesent to be negotiated after
sore than 2 years of litigation. Performance evaluations and incentive schemes have
not been attempted.

TR




. BACKGROUND

. OUTPUT OBJIECTIVE

. PURPOSE RELATIONSHIP

. OUTPUT FINDINGS

FOURTH YEAR PROJECT STATUS BY OUTPUT (Continued)

9. MARKETING PLAN AND BUDGET DEVELOPED AND IM YSE - COMPLETE

The Short Tera Technical Assistance Project conducted in 1989 found that SR could experience
some future transit traf®.. 4iversion due to regional port areas improvements to Maputo. In
view of some potential traffic loss SR was encouraged to explore service retenfion and
diversification opportunities as well as increase back-haul traffic

Assess  timing and amagnitude of potemtial traffic diversions: identify r2tention
opportunities;  explore service diversification needs and costs; identify customer
relations  enhanceaent requirements; and evalvate structure and orieatation of 3n
advertising progroa.

Ta strengthen and expand the capacity and operational efficiency of regional rail transport
in SADEL countries by marketing SR services and increasing intra-3ADCC traffic on SR fron
390,000 tons to 500,000 tons.

SR at its own cost engaged a recognized Southern Africa and international transport
economist  in  Narch, 1990 to wundertake regional traffic diversion analysis. This
conservative analysis indicated that diversion of transit traffic could begin as 2arly as
1993 {i.e. fiscal year 1992/1393) wvith a significant loss of traffic (i.e. 43%) by 1394
(i.e. fiscal year 1993/1994) and subsiding impact thereafter. While this analysis was dased
on physical infrastructure improvesents and cosparative cost of movement it also assused
political stabilization within Nozasbique and in RSA/Mozaabique relations. The abeve
diversion would result in operating deficits in 1993/1994 and 1994/199% since local
replacesent traffic did not appear to be available. Trends over the year nov indicate that
analysis was overly conservative and that diversion will be much slower.

SR also undertook at its oun cost a customer attitude survey. This survey completed in
April, 1930 found that SR custosers have becose increasingly concerned about service
reliability and tariff increases. The aajority of customers are totally reliant on SR due
to the nature of commodities moved and are becoming increasingly inelastic in tariff
increases due to their pricing limitations vith commodities.

SR at its own cost undertook 2 Road Haulier survey at border posts to observe: 1} the Types
of commodities ‘hauled into the country since little information is available o
importation;  2) the frequency or tonnages of traffic; and 3) the extent of iaposed Roac
Haulier licensing, wuser fees and osverloading. This survey is designed to provide detter
information on back-haul prospects as vell as non-competitive Road Kaulier practices.

The Government has also requested SR 2 coordinate a Ory Port Study and a aodest ‘2cilizy
apened for aperation on April 1, 1393 vhich will enhance SR's position in export and iaport
of general aerchandise. 4 detailed feasibility study is contemplated as this project will
cost about €4 sillion for Phases I and II.

The SR Marketing Oepartaent has added two staff ta focus on Custeser Requiresents ?lanning
and Service Promotion/Advertising. The Oepartment has also:

1. established experimental Deor-to-door Service in Natsapha

2. introduced a petroleum product express train from Durban ta Matsapha

3. Assessed Nsoko Station for fuel deliveries in anticipation of Naloaa Mine Start-up
4. wvorked closely vith Naloma Nine vhich has spened up in October, 1993.

Finally, the Narketing Departaeat has in place a local and transit traffic commodity and
revenue reporting system to monitor actual treffic against budget.

-5 -




E. QUTPUT RECOXNENDATIONS

fF. IST YEAR STATUS

6. 2ND YEAR STATUS

The above initiatives suggest that Narket Planning thue far has faguses on: 1) 3a {voroved
understanding of traffic diversion and its impact; 2) actions to attract nev trifiic; 3)
improved custom relations; and 4) participation in longer term initiatives that c2a 2anance
SR's position. This year's focus has been practical.

SR undertook regional traffic diversion analysis which wvas incorporated into the First
Corporate Strategy and Business Pian. In addition the preparation of 2 Marketing Plan and
Budget vas initiated and scheduled for completion in Narch 1991,

SR updated its regional traffic diversion anmalysis for incorporation into the Zeocond
Corporate Strategy and Business Plan. Changing trends from that observed furing the 1st
Project Year coupled with improved regional fasiliarization enabled us to conclude :hat the
tining and degree of division would be less severs than previsusly anticizates cver the
period 1991/1392 through 1995/13%6

The Marketing Plan and Budget was completed as scheduled and acceptzd by the Board. The
Marketing Plan suggested that traffic expansion facus on exportfimport traffic incluaing
pulp, containers and petroleum products. Success vas only attained in pulp traffic ia which
50,000 tonnes per annum were added. While gains vere temporarily made in container traffic,
gains achieved were lost due to present container carrying limitations. [n additisn, while
gains vere made in petroleum traffic these vere gains in turn lost to road hauliers.

As requested Dby Government, SR coordinated the Ory Port Study financed by DANIQA. A JANIDA
engaged consultant examined the project's feasability. While a final report has nat been
fssued the consultant’s prelisinary conclusion is that & Dry Port facility has limitad
feasability in Swaziland. SR is currently exploring the feasability of usiag 3 nandling
vendor {i.e. to pick-up, ‘temporarily store and transfer to the mode of transport customer
goods) to provide container door-to-door services. Enhanced equipment is also rzquired to
facilitate handling of all container sizes. The curreat market for containers is estimated
at 70,000 annual tonnes of which SR carries 28,000 annual tonnmes. The longer term aarket is
estimated in the magnitude of 40,000 annual tomnes.

The Coasercial Department has been amalqamated vith the Operating Department which tagether
are nov referred to as the Traffic Oepartaent. The Oepartment will have the fallouiag
Assistant Directars: 1) Operatiag, 2) Commercial and 3) Marketing., Negotiations are
undervay to hire the Assistant Director Marketing position. This is expected to result in
the institionalization of the Marketing function.

Service standards have been developed for overall systew wide performance as well 25 by
commodity,  Standards are in use far sugar, puly and containers. Other standards remain to
be adopted. A major shortcoming at this stage is that data monitoring systems 2re not in
place ta measure actval performance 2gainst standards.

Future of coal traffic has become uncertain over the last year. Eaaswati Colliery is

faced with sigaificant tariff Increases imposed by CFN in its transport of the coal largely
bound for Xenya.  Furthermore the future of the Nalosa Xining Project appears sncertain
given depressed world-vide markets. Coal previously represented the major growth sr2s far
export/import traffic,

The Railvay resains not vell positioned to retain or increase export/import traffic. Whilz
quality of service was slightly improved through the introduction of timetables it still
requires enhancement.  SR's tariffs and cost are nmot on par with SPOORMET wnich aakes it
difficult to attract service through pricing.  Fimally, for certain traffic 37 needs o
provide door-to-door service which it can not nov provide.

The loss of petroleus traffic demonstrates that the Railuay does not yet have 3 jra-active
sarketiag/aarket preservation culture,  Narket intelligence with respect to custoaers and
road hauliers needs to be upqraded
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H. 3RD YEAR STATUS -  The strategic Re-assessment updated regional traffic diversion and routing analysis. The
analysis lead to the folloving conclusions:

Cross Border Sugar and Coal traffics will be partially re-routed over the next feu
years to Kaputo

limbabue transit traffic will be partially diverted to Naputo over the asxt feu
years

While & nuaber of physical rail and port improvements are in place 2fficient
aangement capability is not and will remain a barrier over the foreseeable future,

Ory part facilities in Xatsapha sre under Jevelopaent aimed st increasing export and import
container market share. The operation is expected to start-up in April, 1993

The Railway also initiated spur line agreements with the sugar industry in genmeral :nd vith
the new Maloma Mine concession vith the aia of salidifying related traffics over the longer
tera,

An iaproved operating reporting systea uas introduced providing better information on
perfomance per service standards. The systea remains to be tailored to perfomance reporting
by commedity.

The Xarketing Section has improved sustantially in its cross-border traffic intelligence dut
aust still enhance its transit traffic intelligence particularly Zimbambue relatsd traffics
since these are divertable and over the shorter tera are experiencing declines due to a
depressed local and international economy.

As mentioned above the Naloma Coal Nine concession came on line during the year and will
.,. become 2 najor source of coal replacement traffic given the closure of the fmasuati
’ Colliery.

Finally an Assistant Oirector of Marketing wvas engaged during the year and completed a
nuaber of training attachments. His wmajor task over the Fourth Project Year will be to
amalgamate the Marketing and Commercial sections.

I. ATH YEAR STATUS Trends can be detected for local cross border traffic to reroute to Xapute aow that
hostilities have ceased in Nozambique but apart from this there have been no sigaificant
diversions.  The regional drougnt, hovever, has affected this traffic, most noticeably sugar
uhere mor2 better paying aarkets in the Region are being exploited by SSA, Swazilsnd aot
being affectsd s much 3y the drought: These diversions, hovever, are aberations and ar2
not likely to gersist as long term markets. There has also deen a heivy demand ia lacal
industry {Caddbury and Coca Cola) for refined sugar which, because of the snors haul
involved, s nov going by road 3nd this has affected rail traffic from Jbomoo (ex
Phutamoya).

The Ory Port at Natsapha appears to be settling deun vith TEU's increasing. Every offart is
being amade to achieve a good service and the Ourban train has achieved a fair record of
reliability vith transits of 70 hours being achicved,

-7 -




The loading spur off the main line just north of Nsoke is operational but technical probleas
at the Mine have resulted in lover outputs than anticipated. A veighbridge at the Siding is
still to be installed.

Generally the new Narketing Section Is settling doun but as expected results are difficult
to see.  The Section s required to keep abreast of customer requirements and to work in
haraony uith their wishes.

An economic appraisal funded jointly by SR and SSA reveals negative to marginal benefits
froa providing siding spurs to the three sugar aills, including the most likely prospect of
Ubombo. It is now up to the $SA to decide what action they wish to pursue and for SR to
determine their stamce in the matter.

The likely iapact and timing of traffic diversions have been forecast and a
Narketing Section introduced to combat losses and gain new traffic. A Public
Relations position has been created




A. BACKGROUND

8. QUTRUT 0BJECTIVE

C. PURPOSE RELATIONSHIP

D. QUTPUT FINDINGS

E. QUTPUT RECOXNENDATIONS

F. FIRST YEAR STATUS

5. SECOND YEAR STATUS

FOURTH YEAR PROJECT STATUS BY OUTPUT (Continued)

10.  STAFF TRAINING CONPLETED - COMPLETE

The “Regional Rall Systzms Support Project - Swaziland Component” found that SR's Senior
Nanagement required systematic on-the-job and external training and developaent without
necessarily specifying the type and duration of training and development. The Short Tera
Technical Assistance Project conducted in 1983 reinforced this need and suggested that a
detailed assessaent be made during the st Year of the long Tera Technical Assistance
Project. This assessment was conducted and the detailed Senior Kanagement Training Program
vas developed.  Plans vere included in the prograa for implementation to take place during
the 2nd and 3rd project years,

Determine who should be iavolved In Senior Nanagement Training and Oevelspment, prepar?
specific training/development plans, fimplement the plan and have candidates ia place fir
take-over prior ta the end of the project.

To strengthen and expand the capacity and operational efficiency of regional rail transport
in SADCC countries by improving the management capability of SR senior management staff,
Conditions for achievement iaclude SR CEQ and departaent heads trained for their jobs, in
place and functioning effectively.

Work in this area was initiated by identifying potential senior management candidates and
asking thea to pyrticipate in English Speech Proficiency, Comprehension and Aptitude
Testing, This vas qenerally completed by June, £990. In addition all LTTA were required to
identify and evaluate their counterpart's training needs. This analysis was also completed
in June 1990. An STTA used this information during the period October and Noveamber, 1390
in preparation of the Senior Nanagement Training Program. Candidates approved by the SR
Board in Noveaber, 1990 and USAID approved the Program and Budget in early Oecember, 1999,

Intensive 1in-country training in 1991 to early 1992, limited formal university :ducaticn ia
1991 and 1992 and on-the-job developaent generally in 1392 and 1993,

Seniar MNanagement Training Prograa was approved in Oecember 1990. Under the ariginel
project design, counterpart training would have been vell undervay at the conclusion of the
first contract year.  The delay in iaplementation of the training program relates ro the
fact that a training budget was not included in the ariginal prcject contract and that
identification of counterparts wvas seriously delayed due to the forced changes which wer:
set in motion before the project began and a series of subsequent resignations and accidents
vhich significantly reduced the pool sf available counterparts.

the full iamplementation of the Senisr Nanagement Training Plan vas delayed In the deginning
of the second project year due to travel restrictions imposed by the Gulf Yar. The prograa
vas approved by USAID in December 1390 but an amendment adding this component to the project
contract was aot executed wntil July, 1991, 1In this period, partial implementation was
initiated.

The initial phase beqan early in the 2nd project year. The plan called for STTA assistance
for 4 nman-months during the 2nd year pending full scale implementation. The initial STTA
impleaentation work and reviev of vork requirements during the Ind year indicated it was not
possible to effectively implement the prograa wusing part-time technical assistance.
change te the implementation strateqy te employ a LTTA for a 12 month assignaent beginning
in mid 1991 was proposed and approved. The LTTA began the assignaent in August 1991. In
addition to implementation tasks, the LTTA was assigned to institutionalize on-the-job
skills acquired during the Senior Nanagement Training Program and to Train a counterpart 26
Training Nanager.
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Program isplementation began in July 1991. Progress has been made in Training and in
Institutionalization of on-the-job skills acquired during the training. Specific progress
as follous:

CEQ Counterpart and Manager of Works have been placed in academic prograas in the United
States.

Group seminars conducted for all managers in Nanagement by Objectives, Finance for
Non-Financial Managers and Budget Preparation.

Civil and Xechanical Engineering staff trained in Project Wanagement and in Waintenance
and York Nanagement Systems.

Commercial Marketing 0fficers trained in a variety of marketing skills at RITES.

Personnel and Administration staff together with Ynion executive trained jointly ia
Labor/Nanagement Negotiating skills.

Personnel of wvarious departaents trained ia the application of 3 job profiling ing
selection sethodology.

Phase one of management inforaation technology introduced to various managers and
departaent heads.

Xanagement Effectiveness program attended by CEQ designate.
A job-retation program has been coapletad vithin Svaziland Railvay by the CE0 designate.

On-the-job institutionalization of skills has been undertaken for most managers in
setting and completing NBO and in annual budget preparation.

Since initiation of the program training units have been delivered generally on schedule.
The ongoing problem in this output sr2a involves counterpart selection as discussed belov,

One of the tuo significant events during the Second Project Year involved recommendatisng
made by the nid-term evaluation team. In their report a recommendation was made that the
scope of training should be expanded to include 2anagement training for aid and lover level
aanagers and skill training for the 3R labor force.

[n response to this observation, the Project Team conducted a training needs analysis ia
order to scope and price an expaaded training program. This information will be presented
to USAID in order to receive their input and direction on the potential iaplementatisn 3¢
such a program.

The ather event of major significance, and one having a great bearing on overall project
success, involves contineved delsys in ideatification of counterparts. The nost difficult
areas are Finance, Personnel and civil Engineering. A Finance candidate has been identified
but is aat yet on the Railvay payroll. A final selection process is undervay for 2
Personnel Oirector and it is felt a qualified candidate will be hired as a result of this
process.  The (ivil Engineer situation is not able to be resolved within the schedule of
this project.

There do not exist any Svazi qualified Railvay Civi) Engineers. Thus the options are o
take a railvay employee and train hia to be & civil engineer or take a civil engineer and
train his in railuays. Both of these options require more than two years. We are currently
pursuing the first alternative as ve have 3 railvay employee in the US in arder to obtain an
engineering education foundation via an Associate Engineering Degree.

The net effect of the counterpart situation is to put the ultimate success of the project
into question.  The third year wvill identify if there is a need for aore extensive
counterpart developaent
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H. 3RD YEAR STATUS -

[, 4TH YEAR STATUS

Significant progress wvas nmade in selection of counterparts in the areas of finance, marketing
and personnel. The engineering post remains problesmatic but periodic position advertising and
inforaal searches continue

The aajority of the Suazi Senior Xanagesent Training vas completed over the year. Highlights
are as follows:-

1) the Designate CEO completed his formal education and a subsequent railvay attachmeat in
the United States,

the Designate Directors of Traffic and Finance completed foreign railway attachaents.

the Assistant Oirector of Narketing completed attachments at SPO0RNET and 2 foreign
railuay.

1) a number of staff completed training in basic computer skills.

Per the suggestion of the USAID aid-tera evaluators, the Project undertook an assessement of
lover management and labour training needs. The Railway is currently examining the study to
deteraine priority areas vith the ais of budgeting certain aspects in financial year 1993/1994

The Railvay 1is considering the adoption of a longer term competency training prograame as part
of its Right Sizing Social Plan.

Finally, & MNanagesent Localization Plan vas prepared for the transition of the lwazi Executive
and Senior Nanagement Teaa into Executive Authority by 1 April, 1993. This Plan was appraved by
the Preject Steering Comaittee in aid Deceaber, 1392.

The transition process was successfully accomplished. Timothy Ndlovu returned from the States
in Avgust having successfully obtained an Associate degree in Applied Science in Civil
Engineering Technology from Delavare Tech. He will return in the nev year far three months ta
vork with Burlington Northern Railroad concentrating in tender and allied vork. Thereafter he
returns to start a transition process under the one remeining LTTA, Srinivasan, (vho from April
will be on direct contract vith the Railvay) leading to Timothy taking over the administration
of the Engineering Oepartaent. Srinivasan will leave on 31 October, 1394, Recently a young
Swazi qraduate civil engineer has been engaged as a Trainee. MHe will spend up to tuo years with
a regional railvay such as Spoornet.  Management will then have ta decide how best to
accosmodate both Timathy and the Trainee, Bofana Natsebule, in the Engineering Departument

All other counterparts are satisfactorily performing in their appointed roles and the latest
Konitering Study has reported vell an each of the individuals. Out of 53 courses scheduled for
the senior manaqement cadre, only one remains oulstaading and this is 3 relatively insignificant
course for which wve appealed far applicants to undertake distamce tuition in English lanquage
skills, There were a0 applicants. 4 ather courses vere cancelled at various times and for
various ressons.

The important additional Training Needs Study which has catalogued all near future requiresents
by the Project vill nou be the respansidility of management, the assignment falling outside the
purviev of the Project itself.

Senjor managesent training has been completed and counterparts vere in position to
take over responsibilities by 1 April, 1993,




Appendix 2

FINANCIAL REPORT
THROUGH NOVEMBER 26, 1993

Cumulative
Budget %Utilised Expenditures

Long Term TA

Salary 980,588 98% 965,693.88
Overhead 1,241,146 98% 1,214,475.57
Travel & Transportation 345,845 74% 256,404.52
Allowances 19,324 99% 19,206,483
Subtotal 2,586,903 2,455,780.40
Short Term TA
Salary 176,684 80% 141,795.00
Overhead 306,926 87% 266,223.83
Consul:ants 378,181 86% 326.868.27
Travel and Transportation 431,305 69% 299,686.91
Subtotal 1,292,096 1,034,573.01

Home Office Support

Salary 66,695 89% 59,466.76
Ove,head 95,694 89% 85,430.76
Travel & Transportation 88,399 87% 76,704.01
Subtotal 250,788 221,601.53
Other Direct Costs 410,324 90% 367,421.25
Commodities 116,800 100% 117,831.67
Training 338,655 75% 255,447, 14
Total Cost 4,995,566 89% 4,452,655.00
Subcontract Admin. 14,869 100% 14,843.79
Fixed Fee 116,898 8% 89,101.81
Award Fee 578,757 55% 319,999.00
Total Cost Plus Fee 5,706,090 85% 4,876,699.60 .
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