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OVERVIEW
REGIONAL RATL SYSTEMS SUPPORT
690-0247

Background

Description of the Southern Africa Transportation System

The transportation system in the Southern Africa region is
characterized by an extensive rail, port and road
transportation system providing intra-regional linkages as well
as access to overseas markets. The entire rail system is of
the standard Cap: Gauge (1,067 mm) and comprises five major
networks or transport '"corridors'" which connect the interior of
the region to the ports of Nacala, Beira and Maputo in
Mozambique; Dar es Salaam in Tanzania; and Lobito in Angola,
the only SADCC port on the Atlantic. The main transit
corridors are described as follows:

(a) Northern Corridor

This corridor links the interior of the SADCC region with
the port of Dar es Salaam via the Tanzania-Zambia Railway
(TAZARA) and the Tanzania-Zambia Highway (TANZAM). The
jugular of this corridor is the rail link connecting
Zambia with the port. This 1860 km line which was built
with Chinese assistance in 1976 as Zambia's answer to
sanctions against Rhodesia (Zimbabwe), is jointly owned by
the Governments of Zambia and Tanzania. Total traffic
carried on TAZARA rose from 988,000 tons in 1985/86 to
1,220,000 tons in 1986/87, including 80 percent of
Zambia's exports (mainly copper) and 45 percent of its
imports. The line also carries a significant amount of
trade for Zaire's Shaba Province.

The Northern Corridor also includes new road and shipping
links through Malawi utilizing ports at the southern and
northern ends of Lake Malawi, connecting with rail and
road links (TAZARA and the TANZAM) at Mbeya, Tanzania.
These links will provide Malawi with an alternative route
to Durban in the Republic of South Africa (RSA). In 1987,
the Northern Corridor route handled only 19,000 tons or
2.3 percent of Malawi's foreign trade of 807,000 tons.
When all links are fully operative by the end of 1990, the
route is expected to be capable of handling 218,000 tons
or 24% of Malawi's trade. When reopened, Malawi's
traditional routes to Nacala and Beira will take most of
Malawi's traffic, Malawi will then require the Northern
Corridor for 80,000 tons per year.



(b)

(c)

The Nacala Corridor

The Nacala system consists of a single line track between
the port of Nacala and Malawi, through northern
Mozambique. This corridor will serve Malawi's foreign
trade and Mozambican exports of tea and cashews from the
provinces of Nampula and Niassa. For a period, between
1973 and 1976 after the Zambian-Rhodesian border closure,
the line also carried some Zambian cargo. The 814 km line
(from Blantyre) was closed in 1984 because of security
problems, and despite current multi-donor assistance to
rebuild track and expand the port which commenced in 1984,
the line remains closed to Malawi's traffic.

When the current rehabilitation program is completed in
1992, the line's capacity should be sufficient to meet
most of Malawi's foreign trade needs. However, Beira is
165 km closer to Blantyre, which is Malawi's major
industrial center, and it is likely that Beira's price
advantage will continue to give it a competitive edge over
Nacala in the longer-term.

Beira Corridor

This corridor is made up of railways, roads and a pipeline
that connect Zimbabwe and other interior countries with
the port of Beira. Included is the Sena railway line
between Beira and southern Malawi, and a major spur to
Moatize in the coal producing province of Tete in
Mozambique. The link to Malawi is currently closed
because of insurgency activities and will probably not
reopen until 1992 or later. The road link between
Zimbabwe and Beira, currently being rehabilitated by the
Government of Zimbabwe with funds provided by the African
Development Bank (ADB), has the potential to carry 1.0
million tons annually. The corridor also includes a
pipeline between Beira and Mutare (just inside the
Zimbabwe border) which currently pumps about 0.6 million
tons of crude oil annually to Zimbabwe, representing 100%
of Zimbabwe's total oil import requirements.

The National Railways of Zimbabwe (NRZ) and Mozambique
Railways - Caminhos de Ferro de Mozambique (CFM) - have
completed the upgrading of the rail line between Beira and
Mutare, Zimbabwe. Current capacity on the line is over
2.0 million tons per year.

A dramatic increase in the level of traffic on the system
was reported in the period mid-September to mid-October
1987. About 40,000 tons per year of Malawi's sugar goes
through Tete by road to be transhipped by rail from Harare
to Beira. The use of tlLe Beira port for Zambian copper
increased in 1987 due to a major shift from the South

K
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African port of East London. Zambia now ships about 80%

of its copper exports via Dar es Salaam and 20% (about
40,000 tons per annum) through Beira. In addition, as
Beira corridor facilities improve, Zimbabwe is expected to
divert much of its overseas trade to that port.

Maputo Corridor

The Maputo port transport system is considered SADCC's
main alternative to South African routes for overseas
trade. Although the line is longer than Beira, it has a
high capacity both up and down since it traverse flat,
open terrain. It serves southern Mozambique, Swaziland
and Zimbabwe (southern and western parts), as well as the
north-castern Transvaal. In 1986, approximately 500,000
tons of Zimbabwe's external trade and 505,000 tons of
Swaziland's external trade passed through Maputo.
Zimbabwean traffic destined for Maputo currently passes
via South Africa, transversing the border at Beitbridge
and connecting with the Mozambican system at Ressano
Garcia.

There are three rail connections with Maputo port. The
link between Zimbabwe and Maputo that follows the river
border (known as the Limpopo line) is 534 kms long.

Closed to commercial traffic since 1984, this line is
currently being rehabilitated with the assistance from the
United Kingdom and Canada. Upon completion, it will be
able to handle 2.0 million of cargo per year.

The Ressano Garcia line, 88 kms long in Mozambique, links
Maputo with South Africa. This route has been completely
rehabilitated and currently carries over 1.5 million tons
of cargo per year. Principal commodities include coal,
sugar, citrus and steel from South Africa and Zimbabwe,
The third rail link the Goba line, connects Maputo port
with Swaziland (68 km in Mozambique). The line is in poor
condition and is frequently closed because of security
problems. Nonetheless, the line carried approximately
500,000 tons of cargo in 1986. The Government of Italy
has made a commitment to rehabilitate the entire length of
the line inside the Mozambique border.

Maputo port is currently handling approximately 2.5
million tons of cargo from landlocked countries per year.
The theoretical design capacity of the port is 12.0

‘million tons per year and it is capable of handling 7.0

million tons in its current condition. With capacity at
over twice current traffic flows, the port should be able
to accommodate the increase in cargo anticipated over the
next several years.

[0



(e) Lobito (Renguela) Corridor

The Lobito corridor serves mainly Angola and Zaire, and
potentially, northern Zambia., The corridor is not served
by a road link at present. The 1,340 km Benguela railway
line has a design capacity of about 3.6 million tons per
year but the actual capacity has been reduced to about
0.25 million tons per year in each direction because of
poor track conditions, limited rolling stock and
insurgency problems, Limited traffic on the Benguela
Railway has resulted in under-utilization of Lobito port,
which theoretically is designed to handle 2.3 million tons
of cargo per vear., Zambia, Zaire and Angola are making
efforts to attract funding in order to reopen the corridor
to limited traffic by 1990, the timing appears optimistic.

Regional Traffic Patterns

Transport patterns in the southern Africa region have been
influenced by the need to export primary products from the
mining and agricultural sectors of the landlocked countries.
Little emphasis was placed on intraregional rail links since
trade among SADCC countries was not significant. In fact, even
todav, intraregional trade accounts for only five percent of
the comhined trade of SADCC member countries. This has
resulted in railwav svstems which radiate from the central,
mineral-rich areas such as the copper belts of Zambia and
Zaire, as well as the agriculture regions of Malawi and
Zimbabwe, to the ports of Mozambique, South Africa and Angola.
These rail syvstems were constructed at the turn of the century,
with the exception of major additions (e.g., TAZARA) which were
built more recently for political reasons.

In the past, Mozambique's rail, road and port transport system
carried 90 percent of Rhodesia's (Zimbabwe) and Swaziland's
internationally traded goods, 80 percent of Zambia's copper
exports, and nearly 100 percent of Malawi's imports and
exports. In addition, the majority of exports from the eastern
Transvaal used Mozambican ports. The remaining 20 percent of
Zambia's copper was shipped through Lobito, which was also the
major port serving the Shaba Province in Zaire.

Tahle 1, provides a summary of regional exports and imports by
country, destination, and route for 1987 (actual), and
projections for 1990, 1995 and the year 2000, Table 2
illustrates the distance between major inland cities and ports.

The projections in Table 1 indicate a shift in regional traffic
from RSA ports to the traditionally used SADCC ports,
especially for Malawi, Zambia, Swaziland and Zimbabwe. The
projections of distribution by route used in the table, which
were developed over the course of a year, are based on
extensive interviews with producers in the region, and reflect
a strong preference for SADCC ports on the part of the business



Table 1

TRADE VOLUMES AND DISTRIBUTION OF SADCC COUNTRIES

(000'S Tons)
COUNTRY 4 TOTAL ] TRADE WITH _[ TRADE WITH OTHER . ROUTE DISIRIBUTION FOR OVERSEAS TRADE
VOLUME RSA AFR. COUNTRIES
- CURRENT R 1990 . 1995 . 2000
Curr 90 95 2000{Curr '90 '95 2000 Furr '90 '95 2000./RSA DAR MOZ LOB RSA DAR MOZ COB RSA DAR MOZ LOR RSA DAR MOZ LOB
EXPORTS
Botswana 136 165 985 1120}. 38 72 721 809 24 23191 228/ 72 o 2 O 70 O O O 71 0 2 0 81 0o 2 0
Zambia 771 817 788 805 0 0 0 O 231 255 282 330] 200 310 30 O 0 527 33 102 0 382 23 101 0 366 22 87
Zimbabwe 7240 2430 2650 2850 348 352 379 307 ®I0 896 R76 Q08| 670 0 41Z 0 397 O 785 O 332 01063 O 333 01102 O
Mozambique - - - - - - = - - - - 0 0 324 0 0 01197 0 0 0 1765 ¢ 0 01901 9O
Lesotho 10 10 15 7201 9 9 14 18 0 0 0 0 1 _0 0 0 T 0 0 0 1 0 0 0 2 0 0 ©
Malawl 290 309 328 339| 6 8 8 o 72 73 67 Gl 154 I35 45 0 64 34 80 0 11 16 226 0 1z 17 230 0O
Swaziiand 1210 1285 1655 2185] 385 317 320 324] 85 102 109 108] 415 0 325 0 366 O 500 0 419 0 807 0 599 17 1154 0
Zaire(Shaba)| 227 290 303 218 I 1 Z 2l 23 24 78 30] 24 120 0 0 28 4l 0 186 7 55 0 218 0 65 0 21
TMPORTS
Botswana 848 975 1140 1410 613 686 771 934 176 236 295 375 59 0 ©O0 O 53 0 O O 72 0 2 0 99 0 2 0@
Zambia 727 798 816 813| 144 144 95 45| 228 241 265 263 15 340 0 0 0 327 5 81 0 374 17 67 0 411 27 67
Zimbabwe 1365 1375 1120 1215] 864 821 505 461] 136 143 293 336 255 0 110 0 150 O 261 0 138 0 284 6 118 0 300 O
Mozamblque - Z = = - - - 4 - - - - 0 01370 0 0 0 1405 0 0 0 1655 0 0 01870 0
Lesotho $80 1050 1300 1600) 800 900 1225 15104 0 0 O ol s0 0 ©0 0 60 0 0 0 75 0 0 0 9 0 0 0
Malawi S17 528 G544 G582 200 127 62 60| 137 128 141 .I59] 165 & 0 0 105 134 34 0 9 %2 280 0 11 5% 296 0
Swaziland 585 570 As0  715| 485 490 450 505 30 20 110 1300 49 0 1 1 0 0 30 0 40 0 30 0 45 0 35 0
Zaire(Shaba)| 422 446 484 519]| 43 98 26 28 302 354 374 368 0 77 0 0 18 19 0 40 18 21 0 45 0 93 0 0
Note: 1) Traffic for Zambia and Zimbabwe excludes oil imports via pipeline

2) For Mozambique, only overseas trade flows were available

SOURCE: SATCC, 1988



Table 2

SOUTHERN AFRICA DISTANCE TABLE

FROM MAJOR CITIES AND PORTS

2
3 <
) w w
w < 3 @ 2 & g s
a ¥ - (8] « ac
g < 2 4 w v S
| 8| 2| g5 5|83
T 3 o w X x ) 3
2922 | 3135) 3462 | 1980 ! 1385 | — 3806 | 1545 | CAPETOWN
22 | 323¢ | 2962 | 2000 830 | — 3306 | 1565 | PORT ELIZABETH
2027 | 2839 | 2567 | 1605 666 565 | 2911 71170 | DURBAN
2362 | 2959 { 317¢ | 19¢0 &, | — 3246 | 1505 | EAST LONDON
1828 | 2640 | 2368 | 1855 84¢ 387| 272 | 1620 | RICHARDS BAY
1193 | 2005 | 2545 | 1260 | 1175 230 | 2889 | 1675 | MAPUTO
605 | 2073 649 | 1308 | — —_ 993 17¢3 | BEIRA
135 | 1888 81¢ ]| 2057 | — —_ 1158 | - NACALA
3513 | 2045 | 1800 | 3200 — — 1635 | 3635| DAR ES SALAAM
3758 | 2290 | 337¢ | s | — — 3030 3880 | LOBITO

SOURCE: Louis Berger SARTSE Model.

NOTE: 1) The distances given are indicated in kilometers & are over the shortest routes

by rail where possible.
2) Rail distances from Blantyre & Lilongwe to RSA. ports are via road between

Blantyre & Harare,

3 Distances from Zimbabwe o Richards Bay & Durban, assume using the
Northern rail route through Swaziland. |




3.

Role of SADCC and SATCC

(a)

(b)

SADCC

The Southern Africa Development- Coordination Conference
(SADCC) is a group of nine majority-ruled states in
Southern Africa: Angola, Botswana, Lesotho, Malawi,
Mozambique, Swaziland, Tanzania, Zambia and Zimbabwe.

At its inception in 1980, SADCC established four basic
goals:

- reduction of external dependence, especially but not
soley its dependence on the Republic of South Africa;

- creation of operational and equitable regional
intergration;

- mobilization of domestic and regional resources to
carry out national, interstate and regional policies
to reduce dependence and build genuine regional
coordination; and

- joint action to secure international understanding
of, and practical support for, the SADCC strategy.

In order to achieve optimal regional planning, sectoral
coordination responsibilities were allocated among the
nine member countries. Transportation as a sector was
clearly defined in the SADCC plan of action, and priority
emphasis was placed on the improvement of the region's
transport system. While the cornerstone aim was to reduce
dependence on South Africa, the regional planning strategy
also aimed at reducing total transport costs, with
consequent savings in scarce foreign exchange and
significant economic benefits to the region as a whole,

SATCC

The role of transport and communications achieving the
region's economic and social goals was underscored by the
establishment in 1981 of the Southern Africa Transport
Communications Commission (SATCC), based in Maputo. The
Commission has so far identified over 200 transport and
communications projects in the region and over $2.4
billion has been committed for funding by the donor
community. Under Article II of the Commission's
convention, the Commission's objectives are to:

- provide coordination in overcoming transport and
communications problems in the region;

V



~= provide economic and efficient means of transport and
' communications in the region; -

. achieve self-sufficiency in the maintenance of
| equipment and plant; o

- achieve self-sufficiency in technical manpower;
training and development; and R

- encourage the efficient utilization of available'
resources for the betterment of transport and
communications within the region. -

Project Rationale

Regional Constraints in the Transportation Sector

Political and security problems are ongoing realities in

‘Southern Africa over which this project and SADCC countries

themselves, have only limited control. Currently, SADCC
governments are actively involved in efforts to secure the
major transport links, particularly rail lines. Troops from
Zimbabwe and Mozamhique protect the rail line and oil pipeline
between Beira and the border with Zimbabwe. As protection for
the line has intensified over the past couple of years, damage
due to sabotage has become increasingly minor in scope, and
interruptions to traffic and oil flows have become shorter in
duration.

Information regarding security on the Nacala line is not
reliable but short-term prospects do not appear good. About 40
percent of the track is in good condition due to ongoing
rehabilitation efforts. The remainder is in poor condition and
in need of emergency repairs. The track is completely cut at a
point 150 kms east of the Malawi border. DNue to increased
incidents and heightened risk to construction crews,
rehabilitation work west of Nampula was stopped for a couple of
months and is only now restarting at a reduced pace. Only the
line hetween Nacala and Nampula (about 215 kms) is currently in
operation.

All three lines feeding into Maputo (Ressano Garcia, Goba and
Limpopo) remain under severe stress. Traffic on the Goba line
has virtually stopped due to security problems and derailments
resulting from poor track conditions. Dismantled tracks and
burned or rotten wooden sleepers have had a similar effect on
the Limpopo line. Cargo at the Port of Maputo, which totalled
15 million tons in 1974, totalled only 2.5 million tons in
1987. South Africa's cargo, using the CFM(S) system, amounted
to 7 million tons in 1974; however, the figure dropped to less
than 1 million tons in 1987,



Experts agree that the current insurgency tactics could be
largely controlled if necessary resources were made available
and if Mozambique and its SADCC neighbors could agree on
comprehensive and coherent security plans. Once emergency
repairs are completed, troop deployment, similar to those
employed on the Beira Corridor would be required to keep the
lines open.

Evidence suggests that the protective measures being used do,
in fact, work. For instance, there were 18 separate incidents
on the Ressano Garcia line between October 1987 and May 1,
1988, but there have been no incidents since security forces
were put in place on May 1. Other forces are expected to be in
place on the Goba line by th: end of July. CFM assets in
Maputo will also be protected by new security forces. 1In
total, approximately 2,500 private security troops will be
employed by CFM(S) by the end of 1988. The troops will be
given a bonus for each day the lines are open. In addition,
the private sector is currently providing assistance to train
Mozambican and Zimbabwean troops for use on the Limpopo line
and Tanzanian and Malawian troops for use on the Nacala line.
Finally, Mozambique has continued to pursue, with notable
progress, new security agreements with its neighbors, including
those alleged to have supported insurgents within Mozambique.

Obstacles to improving the SADCC transportation network of a
more general economic and technical nature include foreign
exchange constraints, shortages of technical and management
staff, poor condition of existing plant, facilities and
equipment, severe shortages of spare parts for routine
maintenance and repair work, anrd lack of information to justify
tariff structures. The foreign exchange issue is particularly
acute. The lack of spare parts makes maintenance difficult,
resulting in the poor locomotive and wagon availability and
consumption of existing capital stock.

Establishing an appropriate price for rail services, relative
to cests, is difficult, Railroad tariffs are often affected by
factors other than costs. 1In many instances, the costs of
particular types of traffic are really not known. This
situation not only leads to discriminatory pricing and cross
subsidies but also to a maldistribution of investment bene.its.

Overall, poor track conditions, inadequate workshop facilities,
including equipment, low availability rates from locomotives
and goods wagons due to inadequate maintenance programs and a
severe shortage of skills have resulted in the diversion of the
region's traffic from the once efficient and cost-effective
routes to longer, more costly routes through the RSA.

The inability to ship directly through the shorter rail
corridors to SADCC ports is costing landlocked countries ,
between $200 and $300 million per year. This financial drain ,\7



abets the already serious foreign exchange shortages which
undermine economic development. For example, recent estimates
indicate that the added cost of diverting traffic through the
RSA costs Zimbabwe $120 million and Malawi $140 million per
year. Furthermore, recent studies estimate that Malawi spends
$30 of every $100 earned in foreign exchange on transport
charges, an unsustainable expense caused by the use of RSA
ports rather than Malawi's traditional, shorter routes through
Mozambique.

Evolution of the AID Transportation Program

U.S. assistance to SADCC's transport development program
through A.I.D.'s Southern Africa Regional Program, managed by
USAID/ Zimbabwe, began in 1984 with the approval of a project
to rehabilitate parts of the road connecting Lusaka in Zambia
with Harare in Zimbabwe. This connection is presently being
used to export substantial amounts of Zambia's copper through
Beira,

The road project was followed by support to Zambia Railways and
Mozambique Railways in 1985. Both projects focus on increasing
motive power, although some track rehabilitation was performed
on the Zimbabwe - Beira line. The Mozambique project
complemented an enormous multi-donor effort on the Beira
corridor and, in 3 years, has helped raise the capacity of this
rail link from under 1.0 million tons/year in 1985 to over 2.0
million tons/year in 1988. The Zambia project is improving the
performance of that country's General Electric locomotive
fleet, with resulting increases in carrying capacity which
affect traffic throughout the region, especially on the
Northern Corridor route to Dar es Salaam.

In 1986, A.I1.D. joined several donors, including Great Britain
and the World Bank, to help provide Malawi with an alternative
to the long, costly transport routes through South Africa. The
Malawi Northern Corridor project will establish a viable port
system on Lake Malawi, with connections by road to the
Tanzania-Zambia Railway (TAZARA). 1In further support of this
activity, as well as Zambia's pressing transport needs, AID is
currently funding a major motive power project for TAZARA.
Approved in 1987, this project will provide new locomotives,
rehabilitate existing locomotives, and improve maintenance
workshop operations. In addition, technical assistance and
training in railway management, locomotive maintenance and
financial management is included. The project, which is part
of a multi-donor effort on the Northern Corridor, including
improvements at the port of Dar es Salaam, will increase
TAZARA's carrying capacity by almost 60 percent, to 1.9 million
tons/year by the end of 1991.

In late 1987 and early 1988, USAID/Zimbabwe funded a detailed
study of surface transport systems in SADCC countries and
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examined the constraints to improving the performance of the
regional transport system. A team of six transport experts,
assisted by AID staff, analyzed 32 potential projects involving
railways, ports and roads. The candidate projects were
assessed according to economic feasibility; degree of regional
impact; institutional and financial ability of host countries
to absorb the investment; and readiness of the project to be
implemented. '

Except for a small project to provide technical assistance to
SATCC, the eight highest ranked projects were all railway
oriented and are included in the Regional Rail Systems Support
Project. Technical assistance to Swaziland Railways was ranked
below two port projects, one road project and one track
rehabilitation project. Each of these was rejected, either
because of implementation problems, huge total costs, or the
fact that other donors have expressed a firm interest.
Technical assistance to SATCC is not included in this project,
although it was considered a high priority. A major staffing
and organizational study of SATCC has just been completed.
SATCC is currently reviewing the study's recommendations which
include strong advice to reorganize along strictly functional
lines, to localize staff from within the SADCC region, to
eliminate donor enclaves, and to focus more on its primary
function of coordination and less on activities which more
appropriately fall under the purview of national transport
activities. Discussions, however, are continuing between
A.I.D. and SATCC and support to the Commission may be included
in a future transport management support project.

It was clear from the analysis that assistance to railways in
general, and rolling stock in particular, was the most critical
need facing SADCC. Historically and in the future, the vast
majority of regional and international traffic will be carried
by rail. It was also a focus consistent with A.I.D.'s recent
experience in the region's transport sector.

Relationship to A.I.D. and Host Country Development Strategies

A.I.D.'s regional development strategy and the U.S. Economic
Initiative for Southern Africa (1987) emphasized that a
development effort led by private sector initiatives to expand
competitive production and find export markets cannot succeed

as long as the basic regional transport infrastructure is not
efficient and cost-effective. The SADCC Program of Action,

which considers the impact of traffic flows on the SADCC rail
system, gives these sectors the highest priority. Each of the
proposed activities in this project is supported by SADCC and

is on SATCC's list of approved projects. Furthermore, the

United States Congress places a high priority on support to

SADCC programs, particularly transportation of the total
appropriation for SADCC in Fy 1988, the Congress specifically
earmarked 50 percent for SADCC projects .in the transportation K( 5?
sector,. \



Assistance to Malawi, Mozambique and Swaziland is consistent
with A.I.D.'s strategy to improve the regional transport
system, It complements other donor transportation projects, as
well as ongoing A.I.D. projects in Tanzania, Malawi and

Zambia. A.I.D. commitments to SADCC's transportation sector
currently total nearly $100 million. The U.S. has a strong
comparative advantage in the provision of new and the
rehabilitation of existing locomotives. Regionally, the
proposed assistance will help ease a serious constraint that
affects the operating efficiency of regional rail systems. The
cumulative effect of U.S. support will be to help restore the
regional transport system to its former status - one that is
efficient, reliable, well managed and maintained, and of
service to the majority of producers and consumers of the
region.

In a country context, the Government of Swaziland has recently
initiated a strategy which specifically addresses the problem
of Swaziland's 19 parastatal corporations, most of which are
unhealthy. With assistance from USAID/Swaziland, the GOS has
conducted an assessment of the viability of the parastatals and
is following a strategy designed to make them financially
viable with a view towards privatization.

The proposed assistance to Swaziland Railways directly
complements the GOS's efforts to improve the financial
viability and managerial capability of all parastatals. It
also does so by focusing heavily on human resources and
institutional development by providing technical assistance and
training. Based on the rationale above, USAID/Swaziland views
the proposed assistance under the Regional Rail Systems Support
Project (690-0247) to be appropriate, timely and congruent with
the current Mission strategy and program initiatives.

In Mozambique, a grant agreement under the Regional
Transportation Development Project (690-0231) was signed in
1985 with the Government of Mozambique for the improvement of -
the Beira-Machipanda rail line connecting Zimbabwe with the
port of Beira. This project included the rehabilitation of
steam and diesel locomotives, emergency track repair, supply of
spare parts, the partial conversion of the steam workshop to
diesel capability, as well as training and technical
assistance. Using the most recent and reliable traffic
forecasts, a deficit of locomotives is expected by the end of
1991, when all railway lines, with the exception of the Sena
line, are expected to be open.

The current Mozambique Railways (CFM) fleet of aging General
Electric locomotives is operating at a low level of

availability as a result of poor track, insurgency, a lack of

vital spare parts, materials, equipment and skilled manpower.

An analysis of Mozambique's rail system has identified a need \ 5\



to increase productivity in the workshops through repairs of
physical facilities, supply of required essential equipment and
tools, supply of necessary spare parts both for rehabilitation
and damaged locomotives and for re-establishment of all the
manual preventive maintenance schedules with strict quality
control at all levels.,

In Malawi, the starting premise is that, unlike other SADCC
railway systems, the locomotive availability is generally good
(71% for the Bombardier units) although utilization has gone as
low as 31% due to lack of international traffic. Bombardier
locomotives, which are the mainstay of the locomotive fleet,
now need a major overhaul and major repairs, for which there
will be a shortage of spare parts due to Malawi foreign
exchange position. The replacement of Malawi Railway's 34 year
old breakdown crane is necessary to increase the utilization of
the locomotive fleet, especially during periods when the
traditional routes through Mozambique are closed.

In both Malawi and Mozambique, the project will help ease
serious and constraining foreign exchange positions. In the
case of Malawi, reductions in total transport costs, especially
foreign exchange costs, will mean that more foreign exchange
will be available for other productive activities. With
support from the World Bank, the Government of Malawi is
embarking on a major trade and industry reform program.
Improving the regional transport network will have a direct and
positive impact on this program. Faster, less expensive and
more reliable transport services are often a prerequisite to
achieving growth in industry and trade, with the resulting
increases in employment and income levels. Also, foreign
exchange savings will increase the ability of Malawi's business
and agriculture sectors to import raw material and other inputs
in order to more fully utilize existing production capacity.

Similarly, Mozambique will begin to earn substantial amounts of
additional foreign exchange as regional importers and exporters
shift away from the more costly routes through the RSA. The
additional foreign exchange will add to the momentum of ongoing
Government and donor-supported programs to strengthen
Mozambique's productive sectors, an effort supported by
A.I.D.'s ongoing, bilaterally-funded Private Sector
Rehabilitation Program,

Summary and Recommendations

Description of Project Components

Assistance will be provided to three railway authorities under

the Regional Rail Systems Support Project. Although the

projects will be implemented bilaterally, this overview has

demonstrated not only the regional economic impact of the

project, but the inter- relationships among the region's ﬂLﬁ)
¢



railway systems. It would be a waste of resources for one or
two SADCC countries to improve the capacity and efficiency of
their rail systems if neighboring countries, through which
imports and exports must transit, remain unable to handle the
demand. Thus, for the regional system to be viable, each of
its individual components must be viable since a truly regional
system does not end at national boundaries. Also improved
capabilities in the larger systems can benefit smaller systems
which find certain activities uneconomical (e.g., Swaziland's
potential use of Mozambique's maintenance workshops).

The three interrelated components of this project are
summarized below: '

(a) Malawi Railway Component

Under the project, A.I.D. will provide assistance
totalling $7,290,000 in Grant funds to sustain the
maintenance capability of Malawi Railway (MR) and improve
its operational effectiveness. By the end of the project,
the following conditions are expected:

- Sustained maintenance capacity for 19 Bombardier
locomotives;

- Improved capacity to handle derailment capability and
reduction of time and revenue lost from accidents;
and,

- Improved capability for wagon repair.

These end-of -project conditions will enable Malawi
Railways, in conjunction with Mozambique Railways and
TAZARA, to move its international cargo through to SADCC
ports in an efficient manner and at reduced costs.

In order to accomplish the purpose of this component of
the project, A.I.D. will finance the following inputs:
spare parts for locomotive maintenance ($2,800,000); sheet
metal to repair wagons ($400,000); a railway recovery
crane ($2,000,000); construction of a storage facility
($100,000); equipment to support civil engineering on the
rail line ($440,000); on-the-job training ($90,000);
computerization of workshop inventory systems ($110,000);
and project monitoring and evaluations ($100,000).
Finally a contingency and inflation line item of
$1,250,00C is included.

(b) Mozambique Railways Component

A.I.D. will provide $34,500,000 in grant assistance to
improve the carrying capacity and operational efficiency
of Mozambique Railways (CFM), focussing on CFM(S) and, to



a lesser extent, CFM(C). Principal project inputs include
spare parts to rehabilitate and maintain CFM's fleet of
diesel electric and steam locomotives ($10,500,000); funds
for construction activities to improve the physical
condition of the locomotive maintenance workshops in
Maputo CFM(S) and Beira CFM(C) ($1,500,000 and $150,000,
respectively); tools and equipment for the workshops
($1,630,000 for Maputo and $1,580,000 for Beira); and
technical assistance ($9,703,000) and training
($3,720,000) in locomotive maintenance, purchasing and
inventory control and financial management and

accounting. Other inputs include: housing construction
and furnishings for the technical assistance team
($1,158,000); support commodities ($280,000); evaluations
($250,000); a budget line item for inflation and
contingency ($2,989,000) and funding for two contractors
to assist with management of the Project ($1,040,000).

By the end of the Project, it is expected that locomotive
availability on the CFM(S) and CFM(C) systems will
increase from the current level of 58 percent to 75
percent, resulting in increased carrying capacity. In
addition, improvements to the financial and accounting
systems will be in place to provide CFM managers with the
information needed to make key planning and operational
decisions, including the establishment of national tariff
rates. Overall, activities funded under this Project
component will leave CFM with the capability to continue
to maintain its locomotive fleet, thereby sustaining the
gains made in availability rates and efficiency of
operations.

(c) Swaziland Railwavs

Swaziland Railway's (SR) foremost need is to improve its
management capabilities, Only when SR has the ability to
plan for and manage all aspects of running a railroad, can
appropriate decisions on such matters as tariff rates,
fleet size and mix, fleet ownership, financial structure
and operating characteristics be made. This component of
the project will provide $7,042,000 in technical
assistance and training to help improve the management
performance of Sk and to ensure its continued viability as
an important regional institution in the transport sector.

By the end of the project, SR will have the management
capability to plan for and operate its railway system
independent of outside assistance and the physical

system's capacity will increase to a yearly level of

500,000 tons. )

The following positions will be included in the long-term 2}
technical assistance effort for this component of the 2‘



project: Chief Executive Officer, Financial Director,
- Commercial/Marketing Aavisor, Operations Advisor, Systems
Advisor, and Personnel/Training Advisor.

Long-term technical assistance will total 16.5 years at a
cost of $4,546,000. Short-term technical assistance will
be provided in corporate and financial management, legal
structure and transport economics at a cost of $630,000.
Other project component inputs (and funding levels) are:
(1) long- and short-term training ($600,000); (2)
Commodities e.g., computers and vehicles ($160,000); and
(3) Evaluations ($150,000). A contingency fund of
$652,000 is also included in the budget. Finally, funding
will be provided for an administrative assistant for the
technical assistance team ($74,000) and a project manager
on contract to USAID/Swaziland ($230,000).

Recommendations and Summary of Findings

Authorization is recommended in the amount of $48,832,000 from
the SADCC fund for the Regional Rail Systems Support Project,
Separate Grant Agreements will be signed with the Government of
Malawi - $7,290,000 - for assistance to Malawi Railways; the
Government of the Peoples' Republic of Mozambique - $34,500,000
- for assistance to Mozambique Railways; and the Government of
the Kingdom of Swaziland - $7,042,000 - for assistance to
Swaziland Railways. The Grants to Swaziland and Malawi will be
fully obligated in FY 1988. In FY 1988, $13,198,000 will be
obligated for the Mozambique component and it is anticipated
that the remaining $21,302,000 will be obligated in FY 1989,

Staff from USAID/Zimbabwe, Mozambique and Swaziland, REDSO/ESA
and experts from outside consulting firms participated in the
design of the project. There was close collaboration with
USAIDs in the region as well as Host Country ministries and
railway authorities. In all, over 20 professionals in various
fields such as locomotive engineering, transport economics,
finance and accounting, project development, contracting,
commodity procurement, railway system management and law took
part in the effort,

After eight weeks of field work, the design team has completed
an analysis of the technical, financial, institutional and
economic implications of activities which will be funded with
Project resources. The Project’s components are technically
sound and adequate consideration has been given to local
institutional capabilities. In cases where institutional
capabilities are inadequate, significant levels of technical
assistance and training are included. The viability of each
project component was thoroughly assessed and found to be
economically sound. Economic rates of return were calculated
for the Mozambique component (IRR = 17,7 percent) and the
Malawi component (IRR = 31.4 percent). In the case of all

77



three components, the potential to significantly reduce total
transport costs, particularly foreign exchange expenditures,
was demonstrated., This economic benefit will redound to
exporters, importers and producers throughout the SADCC
region, Financial considerations, including recurrent costs,
were reviewed by the design team which concluded that, with
assistance provided by project funds, the three rail
authorities should be operating on a sound financial basis by
the end of the project. Cost estimates and plans are
incorporated in the design of the project consistent with the
requirements of Section 611(a) of the FAA of 1961, as amended.
No signficant environmental factors were identified. At the
same time the evaluation efforts will monitor and assess
progress towards end of the project status for the individual
components.

Finally, the issue of possi!le commingling of project funds
with the activities of "Bloc" countries was investigated.
Based on a review by the RLA/SA and Regional Engineer,
USAID/Zimbabwe, it has been determined that there will be no
such commingling of funds,

Special conditions precedent and covenants will be included in
each Grant Agreement. These are summarized in the project
papers for each component and are included in the Project
Authorization. All statutory criteria have been satisfied and
a completed Statutory Checklist is attached to this Overview,

Finally, three waivers will be required to successfully
implement the project. Jusitifications for these waivers are
included in the Overview as Attachment E and the Project
Authorization includes a brief summary of each waiver,

Project Evaluations

An evaluation plan has been developed for each component of the
nroject indicating specific targets and benchmarks. Although
the inputs and outputs in each component vary, a unified
evaluation effort will be undertaken. A unified evaluation
effort will allow AID, SATCC and the host country rail
authorities to compare progress toward strengthening the
performance of the region's rail system and to share lessons
learned. It will also provide an opportunity to test important
assumptions regarding traffic projections to and from SADCC
ports as well as assumptions about the security situation which
will affect most of the region's importers and exporters. '

The first (interim) evaluation will be conducted in August,
1990. It will review implementation progress, focusing on the
implementation schedule development for each component of the
project and the quality and timeliness of project inputs. To
the extent possible, progress toward the achievement of project
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component outputs and the overall purpose of the project will
be assessed (see individual project component evaluation plans
for specific benchmarks and targets), 1In addition, the interim
evaluation will analyze actual traffic patterns in 1990 and the
most recent projections. Based on this analysis, the
evaluation team will determine if the focus of the project is
still valid and whether the mix and level of inputs -remain
appropriate for achieving the project's purpose, and recommend
modifications, as necessary.

The interim evaluation team will consist of the following
personnel (probable source in parenthesis): '

- Project Development Officer (AID)

- Engineer (AID)

- Locomotive Engineer (Mission Contract or IQC)
- Financial Analyst (iMission Contract) *

- Training Specialist (IQC)

- Ccommodity Management Officer (AID)

- Transportation Economist (Mission Contract)

- Railway Management Expert (IQC)

The final, end-of-project evaluation in 1992 will concentrate
on the degree to which the purpose of the project, both for the
individual components and overall, has been attained and will
assess the overall impact. Changes in traffic patterns,
railway capacities, institutional capabilities and the
efficiency of the sub-systems assisted by the project will be
evaluated, The final evaluation will assess the impact of the
AID-funded and other donor projects on shifting traffic to
SADCC routes and will attempt to evaluate the cost savings,
particularly foreign exchange, which have been realized. The
interrelationship among national rail systems will be analyzed,
including the positive externalties which should exist as
individual rail authorities improve their level of

performance. The continued validity of important assumptions
which affect the willingness of importers and exportes to shift
to SADCC routes, will also be tested. Finally, the
end-of-project evaluation will assess progress toward
developing adequate cost data which can be used as a basis for
rationalizing rail tariffs in the region.

The final evaluation will include the same basic mix of skills
as specified for the interim evaluation, but include more than
one person in some categories since an impact assessment will
require a more extensive data gathering and analysis effort,

The evaluation plan also includes ongoing evaluation and

monitoring as required during the life of project. This is
particularly important for the Swaziland Railway component with

i



its emphasis on institution building. 1It is anticipated that
in addition to an interim and final evaluation, the component
will have up to four small scale, focussed evaluation/
monitoring activities.

Recogninzing the importance and complexity of evaluation in
this project the feasibility of letting a single contract for
evaluation for the life of project is under consideration.



'REGIONAL RAILWAY SYSTEMS ‘SUPPQRT:P‘,ROJECT AONEX A
.
COMBINED - PROJECT CHECKLIST

Listed below are statutory criteria applicable N/ A
to projects. This section is divided into two
parts. Part A includes criteria applicable to

all projects. Part B apPlies to projects funded
from specific sources only: B(l) applies to all
projects funded with Development Assistance;

B(2z) applies to projects funded with Development
Assistance loans; and B(3) applies to projects
funded from ESF,

CROSS REFERENCES: IS COUNTRY CHECKLIST _UP TO
DATE? HAS STANDARD ITEM
CHECKLIST BEEN REVIEWED FOR
THIS PROJECT?

A. GENERAL CRITERIA FOR PROJECT

1. FEY 1988 Continuing Resolution Seec. 523; N/A
FAR Sec., 634A. 1If money is sought to
obligated for an activity not pPreviously
Justified to Congress, or for an amount
in excess of amount previously justified
to Congress, has Congress been properly
notified?

2. FAA Sec. 611(a)(1). Prior to an Yes. See Technical
obligation in excess of $500,000, will Analysis and Fina-
there be (a) engineering, financial or ncial Plan of Projec
other plans necessary to carry out the Paper
assistance, and (b) a reasonably firm
estimate of the cost to the U.S., of the

assistance?

3. FAA Sec. 611(a)(2). It legislative No further legis-
action is required within recipient lative action is
country, what is the basis for a required

reasonable expectation that such action
will be completed in time o permit
orderly accomplishment of the purpose of
the assistance?

)


http:CHECKLIST.UP

ec. b): 8
Resolution Sec. 501.
water or water-related
construction,
been computed

ntinuin

If project is for
land resource
have benefits and costs

to the extent practicable
in accordance with the Principles,
standards, and Procedures established
pursuvant to the Water Resources Planning
Act (42 U.S.C. 1962, et £eq.)? .(See
A.1.D. Handbook 3 for guidelirnes.)

FAA Sec. 611(e).

1t project is capital
assistance (e.q,,

construction), and
total U.S. assistance for it will exceed
$1 million, has Mission Director
certified and Regional Asseistant -~
Administrator taken into consideration
the country's capability to maintain and
utilize the project effectively?

FAA Sec 209. 1Is Project suszeptible to
execution as part of regional or
multilateral project? 1If 80, why 1is
pProject not so executed? Information and
conclusion whether assistance will
encourage regional development prograns.

FAA Sec., 601(a). Information and
conclusions on whether Projects will
encourage efforts of the country to:
(a) increase the flow of international
trade; (b) foster Private initiative and
competition; (c) éncouvrage development
and uese of cooperatives, credit unions,
and savings and loan aseociations;

(d) discourage monopolistic Practices;
(e) improve technical efficiency ot
industry, agriculture and commerce; and
(f) strengthen free labor unions.

FAA Sec. 601(b).
conclusiont on how pProject will encourage
U.S. private trade and investment abroad
and encourage private U.S. participation
in foreign assistance Programs (including
use of private trade channels and the
services of U.S. private enterprise).

Information angd

FAR Secs. 612(b), 636(h). Describe steps
taken to assure that, to the maximum
extent possible, the country is
contributing local currencies to meet the
cost of contractual and other services.
and foreign currencies owned by the U.sS,

are utilized in lieu of dollars.
does

roject cost. The U.S. Government doe

zot own any foreign currencies that may

Assistance is not fo
such purpose

Yes. See Annex G of
Project Paper

Project is part of
AID's Southern Africa
Regional Program

a) Yes, it will expan
trade between Malawi,
Mozambique, Zambia an
Zimbabwe

b) Yes, for corridor
operations

c) Neutral

d) Neutral

e) Yes by reducing
rall transport costs
and insuring greatet
rail efficiency and
reliability

f) Neutral

US firms will be
competing for
commodity supply and
TA contracts

The Malawi,
Mozambique and
Swaziland Government
are expected to
contribute $5.75
million of the p
total estimated/?}g

be used for the project




10,

lll

12,

13,

FAA Sec. 612(4). Does the U.S. own
excess foreign currency of the country
and, if so, what arrangements have been
made for its releasge?

FY 1988 Contipuing Resolution Sec., 521.
It asesistance 16 for the production of -
any commodity for export, is the
commodity likely to be in surplus on
world markets at the time the resulting
Productive tapacity becomes operative,
and is such assistance likely to cause
substantial injury to u.s, producers of
the same, similar or competing comrodity?

FY 1988 Continuing Resolution Sec, 553,
Will the assistance (except for programs
in caribbean Basin Initiative countries
under U.S. Tariff Schedule “Section 807,"
which allows reducead tarifts on articles
assembled abroad fron U.S.-made
components) be uged directly to procure
feasibility studies, prefeasibility
studies, or project profiles of potential
investment in, or to asgsist the
establishment of facilities specifically
designed for, the manufacture for export
to the United States or to third country
markets in direct competition with U.S.
exports, of textiles, apparel, footwear,
handbags, flat goods (such as wallets or
coin purses worn on the person), work
oloves or leather wearing apparel?

FAA Sec. 119(qg)(4)-(6). Will the
assistance (a) support training and
education efforts which improve the
capacity of recipient countries to
Prevent loss of biological diversity;
(b) be provided under a long-tern
agreement in which the recipient country
dgrees Lo protect ecosystems or other
wildlife habitats; (¢) support efforts
to identify and BUrvey ecosystems in
recipient countries worthy of
Protection; or (d) by any direct or
indirect means signiticantly degrade
national parks or similar protected areas
or introduce exotic Plants or animals
into such areas?

Yo

N/ A

No-

“No:

4



14,

15,

16.

17.

18.

19,

AR 121(d). If a

Sahel project, has a

determination beep made that the host

government has an

adequate system for

accounting for and controlling receipt
and expenditure of Project funds (either
dollars or 1local currency generated

therefrom)?

Y 1988 Continuin
assistance is to
States PVO (other
development organ

Resolution. 1If
be made to a United

than a cooperative
lzation), does it obtain

at least 20 percent of jtg total annual
funding for international activities from

sources other tha
Government?

FY Continuing Res

n the United States

olution Sec. 541, 1t

assistance is bei
PVO, has that org

ng made available to a
anization provided upon

timely request any document, file, or

record necessary
requirements of A
registcred with A

FY 1988 Continuin

If funds are bein
appropriation ace
not appropriated,
the Appropriation
been obtained?

PY Continuing Res

to the auditing

.1.D., and is the PVO
.I1.D.?

Resolution Sec. 514,

g obligated under an
ount to which they were
has prior approval of
&8 Committees of Congress

olution Sec. S$15. It

deob/reob authori
exercised in the

ty is sought to be
Provision of assistance,

are the funds being obligated for the

same general purp
within the same g
originally obliga

0se, and for countries
eneral region as
ted, and have the

Appropriations Committees of both Houses
of Congress been Properly notified?

State Authorizati

on Sec. 139 (as

interpreted by conference report). Has

confirmation of t

he date of signing of

the project agreement, including the

amount involved,

and A.1.D. LEG wi
agreement ‘s entry
to the United Sta

been cabled to State L/T
thin 60 days of the

into force with respect
tes, and has the full

text of the agreement been pPouched to

those same office
Appendix 6G for a
this provision).

8?7 (See Handbook 3,
greements covered by

N/ A

Na

N/A

N/A

S/A

This provision
will be complied
with.



B. PUNDING CRITERIA FOR PROJECT

1. Development Assistance Project Criteria

——

a. FPY 1988 Continuing Resolution Sec.
552 (as interpreted by conference
report)., 1f assistance is for
agricultural development activities
(specifically, any testing or
breeding feasibility study, variety
improvement or introduction,
consultancy, publication, conference,
or training), are such activities (a)
specifically .and Principally-designed
to increase agricultural exports by
the host country to a country other
than the United States, where the
export would lead to direct
competition in that thirad country
with exports of a similar commodity
grown or produced in the United
States, and can the activities
reasonadbly be expected to cause
substantial injury to U.S. exporters
of a similar agricultural conmodity;
or (b) in support of research that is
intended primarily to benefit U.S.
producers?

Assistance is not
for agricultural
development
activities.

b. PAA Secs. 102(b), 111, 113, 281(a).
Describe extent to which activity
will (a) effectively involve the poor
in developrent by extending access to
economy at local level, increasing
labor-intensive production and the
uce of appropriate technology,
dispersing investment from cities to

small towns and rural areas, and i
a) The project focuses on improving the capacity,

capability and operational efficiency of the
szambique, Malawi and Swaziland rail transport
systems, Producers and purchasers (large and small)
of rail cargo will benefit under the project.

b) This is not a cooperatives development activity.

c) The project supports institutional building and
encourages self reliance of regional rail systems
being assisted.

d) The Project supports the recruitment and training
of women for positions in regional rail systems.

e) The Project encourages regional cooperation through
more. reliable and efficiently operated rail

)

transport links.



insuring wide participation of the
Poor in the benefits of developnent
on a sustained basis, using
appropriate U.s, institutions;

(b) help develop cooperatives,
especially by technical assistance,
to assist rural and urban poor to
help themselves toward a better life,
and otherwise encourage democratic
private and local governmental
institutions; (c¢) support the-
self-help efforts of developing
countries; (d) promote the
bParticipation of women in the
national econonmies of developing
countries and the improvement of
wonmen's status; and (e) utilize and
éncourage regional cooperation by
developing countries.

FAA Secs. 103, 103A, 104, 105, 106,
120-21. Does the project fit the

criteria for the source of funds
(functional account) being used?

FAA Sec. 107. Is emphasis placed on
use of appropriate technology
(relatively smaller, cost-saving,
labor-using technologies that are
generally most appropriate for the
small farms, small businesses, and
small incomes of the poor)?

FAA Secs. 110, 124¢(4). Will the
recipient country provide at least 25
percent of the costs of the program,
Project, or activity with respect to
which the assistance is to be
furnished (or is the latter
cost-sharing requirement being waived
for a "relatively least developed"
country)?

FAA Sec. 128(b). If the activity
attempts to increase the

institutiona) capabilities of private
organizations or the government of
the country, or if it attempts to
stimulate scientific and
technological research, has it been
designed and will it be monitored to
ensure that the ultimate
beneficiaries are the poor majority?

Yes. Section 106

Yes. It emphasizes
technology transfer
through on the

job training and
training at
appropriate regional
institutions.

Requirement is
inapplicable per
HB3, App 2G since
this is a regional’
project.

2



9.

FAA Sec. 281(b). Describe extent to

which program recognizes the
particular needs, desires, angd
capacities of the people of the
country; utilizes the country's
intellectual resources to encourage
institutional development; and
supports civil education and training
in skills required for effective
participation in governmental
Processes essential to
self-government.

FY 1988 Continuing Resolution Sec.
538. Are any of the funds to be used
for the performance of abortions as a
method of family Planning or to
motivate or coerce any person to
practice abortions?

Are any of the funds to be used to
pPay for the performance of
involuntary sterilization as a method
of family Planning or to coerce or
Provide any financial incentive to
any person to undergo sterilizations?

Are any of the funds to be used to
pay for any biomedical research which
relates, in whole or in part, to
methods of, or the performance of,
abortions or involuntary
sterilization as a means of family
pPlanning?

FY 1988 Continuing Resolution. Ig
the assistance being made available
to any organization or program which
has been determined to support or
participate in the lnanagement of a
Program of coercive abortion or
involuntary sterilization?

If assistance is from the population
functional account, are any of the
funds to be made available to
voluntary family pPlanning projects
which do not offer, eitker directly
or through referral to or information
about access to, a broad range of
family planning methods and services?

Project assistance
was requested by
SADCC and
Governments
involved. The
project encourages
institutional
development and
technology
transfer through
training.

No

No '

No

No.

N/ A
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PAA Sec. 60l(e). Will the project

utilize competitive selection
procedures for the awarding of
contracts, except where applicable
procurement rules allow otherwise?

FY 1988 Continuing Resolution. What
portion of the funds will be
available only for activities of
economically and socially
disadvantaged enterprises,
historically black colleges and
universities, colleges and
universities having a student body in
wvhich more than 20 percent of the
students are Hispanic Americans, and
Private and voluntary organizations
which are controlled by individuals
who are black Americans, Hispanic
Americans, or Native Americans, or
who are economically or socially
disadvantaged (including women)?

FAA Sec. 118(c). Does the assistance
comply with the environmental
procedures set forth in A.1.D.
Regulation 16? Does the assistance
Place a high priority on conservation
and sustainable management of
tropical forests? Specifically, does
the assistance, to the fullest extent
feasible: (a) stress the importance
of conserving and sustainably
managing forest resources; (b)
support activities which offer
employment and income alternatives to
those who otherwise would cause
destruction and loss of forests, and
help countries identify and implement
alternatives to colonizing forested
areas; (c) support training
Programs, educational efforts, and
the establishment or strengthening of
institutions to improve forest
management: (d) help end destructive
6lash-and-burn agriculture by
supporting stable and productive
farming practices; (e) help conserve
forests which have not yet been
degraded by helping to increase
production on lands already cleared

Yes

None of the funds

will be made
available only

to Grey Amendment

educational
institutions or
PVO's. However,

-

these institutions

will be eligitle
for certain
contracts under
the Project.,

Yes. Work is
contained within
existing

Railway
facilities.

'/



or degraded; (f) conserve forested
watersheds and rehabilitate thoge
which have been deforested; (g)
support training, research, and other
actions which lead to sustainable and
more environmentally sound practices
for timber harvesting, removal, and
processing; (h) support research to
expand knowledge of tropical forests
and identify alternatives which will
prevent forest destruction, loss, or
degradation; (i) conserve biological
diversity in forest areas by
supporting efforts to identify,
establish, and maintain a =
representative network of protected
tropical forest ecosystems on a
worldwide basis, by making the
establishment of protected areas a
condition of support for activities
involving forest clearance or
degradation, and by helping to
identify tropical forest ecosystems
and species in need of protection and
establish and maintain appropriate
protected areas; (j) seek to
increase the awareness of U.S.
government agencies and other donors
of the immediate ang long-term value
of tropical forests; and (k)/utilize
the resources and abilities of all
relevant U.S. government agencies?

FAA Sec. 118(c)(13). 1If the

assistance will support a program or

Project significantly affecting

tropical forests (including projects N/ A
involving the Planting of exotic S
Plant species), will the program or

project (a) bde based upon careful

analysis of the alternatives

available to achieve the best

sustainable use of the land, and

(b)/take full account of the

environmental impacts of the proposed
activities on biological diversity?
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FAA Sec. 118(c)(14). Wil} assistance

be uvsed for (a) the procurement or
use of logging equipment, unless an
environmental assessment indicates
that alil timber harvesting operations No
involved will be conducted in an
environmentally sound manner and that
the proposed activity will pProduce
positive economic benefits and
sustainable forest management
systems; or (b) actions which will
eignificantly degrade national parks
or similar protected areas which
contain tropical forests, or
introduce exotic plants or animals
into such areas? e

FAA Sec. 118(c)(15). Will assistance
be used for (a) activities which
would result in the conversion of
forest lands to the rearing of
livestock; (b) the construction,
upgrading, or maintenance of roads

(including temporary haul roads for No *

logging or other extractive
industries) which pass through
relatively undegraded forest lands;
(c) the colonization of torest lands;
or (d) the construction of dams or
other water control structures which
flood relatively undegraded forest
lands, unless with respect to each
such activity an environmental
assessment indicates that the
activity will contribute
eigniticantly and directly to
improving the livelihood of the rural
poor and will be conducted in an
environmentally sound manner which
Eupports sustainable development?

FY 1988 Continuing Resolution 1If
assistance will come from the
Sub-Saharan Africa DA account, is it
(a) to be used to help the poor
majority in Sub-Saharan Africa
through a process of long-term
development and economic growth that
is eguitable, participatory,
environmentally sustainable, and
self-reliant; (b) being provided in

NA

2
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accordance with the policies
contained in section 102 of the FAA;
(c) being provided, when conistent
with the objectives of such
assistance, through African, United
States and other PVOs that have
demonstrated effectiveness in the
promotion of local grassroots
activities on behalf of long-term
development in Sub-Saharan Africa:

(4) being used to help overcome
ghorter-term constraints to long-term
development, to promote reform of
sectoral cconomic policies, to.
support the critical sector
priorities of agricultural production
and natural resources, health,
voluntary family planning services,
education, and incone generating
opportunities, to bring about
appropriate sectoral restructuring of
"~ the Sub-Saharan African economies, to
support reform in public
administration and finances and to
establish a favorable environment for
individual enterprise and
self-sustaining development, and teo
take into account, in assigted policy
reforms, the need to protect
vulnerable groups; (e) being used to
increase agricultural production in
ways that protect and restore the
natural resource base, especially
food production, to maintain and
improve basic transportation and
communication networks, to maintain
and restore the natural resource base
in ways that increase agricultural
production, to improve health
conditione with special emphasis on
meeting the health needs of mothers
and children, including the
establishment of self-sustaining
Primary health care systems that give
priority to preventive care, to
provide increased access to voluntary
family planning services, to improve
basic literacy and mathematics
especially to those outside the
formal educationsl system and to
improve primary education, and to
develop income-generating

opportunities for the unemployed and_‘ 

underemployed in urban and rural
areas?



gl

2. Development Assistagteugzgject Criteria
: {Loans Only)

a. FAA Sec. 122(b). Information and

conclusion on capacity of the country to
repay the loan at a reasonable rate of
interest.

b. FAA Sec. 620{(d). If assistance is tor
any productive enterprise which will
compete with U.S. enterprises, is there
4n agreement by the recipient country to
prevent export to the U.S. of more than
20 percent of the enterprise's annual
production during the life of the loan,
or has the requirement to enter i.ito such
an agreement been waived by the President
because of a national security interest?

¢. FY 1988 Continuing Resolution. If for a
loan to a private sector institution from
funds made available to carry out the
provisions of PAA Sections 103 through
106, will loan be provided, to the
maximum extent practicable, at or near
the prevailing interest rate paid on
Treasury obligations of similar maturity
at the time of obligating such fundg?

d. FAA Sec. 122(b). Does the activity give
reasonable promise of assisting
long-range plans and programs designed to
develop economic resources and increase
productive capacities?

N/ A

N/ A

N/ A

N/ A

N/A
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. 'Economic Support Fund Project Criteria

FAA Sec. 531(a). Will this assistance

promote economic and political .
stability? To the maximum extent N/ A
feasible, is this assistance consistent

with the policy directions, purposes, and

programs of Part I of the FAA?

FAA Sec. 531(e). Will this assistance be
used for military or pParamilitary N/ A
purposes?

FAA Sec. 609. 1f commodities are to be ‘
granted so that sale proceeds will accrue N/A
to the recipient country, have Special

Account (counterpart) arrangements been

made?

U
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5C(3) - STANDARD ITEM CHECKL1ST

Listed below are the statutory items which
normally will be covered routinely in those
Provisions of an assistance agreement dealing
with its implementation, or covered in the
agreement by imposing limits on certain uses of
funds.

These items are arranged under the general
headings of (A) Procurement, (B) Construction,
and (C) Other Restrictions.

A. PROCUREMENT

l. PAA Sec. 602(a). Are there arrangements
to permit U.S, small business to
participate equitably in the furnishing
of commodities and services financed?

2. FAA Sec. 604(a). Will all procurement be
from the U.S. except as otherwise
determined by the President or under
delegation from him?

3. FEAA Sec. 604(d). If the cooperating
country discriminates against marine
insurance companies avthorized to do
business in the U.S., will commodities be
insured in the United States against
marine risk with such a company?

4. PAA Sec. 604(e): ISDCA of 1980 Sec.
705(a). If non-U.sS. procurement of

agricultural commodity or product thereof
is to be tinanced, is there provision
against such procurement when the
domestic price of such conrzodity is less
than parjty? (Exception where commodity
financed could not Ireasonably be procured
in u.s.)

5. FAA Sec. 604(q). Will construction or
enginzering services be piocured from
firms of advanced developing countries
which are otherwise eligible under Code
941 and which have attained a competitive
capability in international markets in
one of these areas? (Exception for those

Yes small
businesses are
eligible as
suppliers.

Yes

Malawi, Mozambique
and Swaziland do
not descriminate
against Marine
Insurance Companies
authorized to do
business in the
U.s.

N/ A

No

YD
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countries which receive direct economic
assistance under the FAA and permit
United States firms to compete for
construction or engineering services
financed from assistance prograns of
these countries.) '

FAA Sec. 603. 1Is the shipping exciluded
from compliance with the requirement in
section 901(b) of the Merchant Marine Act No
of 1936, as amended, that at least

50 percent of the gross tonnage of
conmodities (computed separately for dry
bulk carriers, dry cargo liners, and
tankers) financed shall be transported on
privately owned U.S, flag commercial
vessels to the extent such vecsesels are
available at fair and reasonable rates?

FAA Sec. 621(a). 1If technical assistance
is financed, will such assistance be
furnished by private enterprise on a
contract basis to the fullest extent
Practicable? Will the facilities and
resources of other Federal agencies be
utilized, when they are particularly N/A
suitable, not competitive with private -
enterprise, and made available without

undue interference with domestic programs?

Yes

International Air Transportation Pair
Competitive Practices Act, 1974. 1f air
transportation of persons or Froperty is

financed on grant basis, will u.s. Yes

carriers be used to the extent such
service is available?

FY 1988 Continuing Resolution Sec. 504,
If the U.S. Government is a party to a
contract for procurement, does the

contract contain a provision authorizing Yes

termination of such contract for the
convenience of the United States?

FY 1988 Continuing Resolution Sec. 524,
It assistance is for consulting service
through procurement contract pursuant to

$ U.Ss.C. 3109, are contract expenditures N/ A

4 matter of public record and available
for public inspection (unless otherwise
provided by law or Executive order)?



B. CONSTRUCTION

1.

FAA Sec. 601(d). 1If capital (e.q.,
construction) project, will u.s.
engineering and professional services be
used?

FAR Sec. 611(c). It contracts for
construction are to be financed, will

they be let on a competitive basis to
Raximum extent practicable? Yes

FAA Sec. 620(k). 1If for construction of
productive enterprise, will aggregate
value of assistance to be furnished by
the U.S. not exceed $100 million (except
for productive enterprises in Egypt that
were described in the CP), or does
assistance have the express approval of
Congress?

C. OTHER RESTRICTIONS

1.

FAA Sec. 122(b). 1If development loan

repayable in dollars, is interest rate at

least 2 percent per annum during a grace
period which is not to exceed ten years,
and at least 3 percent per annum
thereafter?

FAA Sec. 301(d). If fund is established
solely by U.5. contributions angd
administered by an international
organization, does Comptroller General
have audit rights?

FAA Sec. 620(h). Do arrangements exist
to insure that United States foreign aiaq
is not used in a manner which, contrary
to the best interests of the United
States, promotes or assists the foreign
aid projects or activities of the

Although U.S.
construction

and engineering
services firms
will be eligible,
it is anticipated
that local or i
regional
construction

and A & E firms
will be used.

N/ A

N/A

N/A

Such arrangements
exist.
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Will arrangements preclude use of
financing:

f.

AA Sec. 104(f); 987 Continuin
Resolution Secs. 525, 538, (1) To
Pay for performance of abortions as a
method of family Planning or to
motivate or coerce persons to
practice abortions; (2) to pay for
Performance of invo]untaty :
sterilization as method of family
Planning, or to coerce or provide
financial incentive to any person to
undergo sterilization; (3) to pay for
any biomedical research which
relates, in whole or part, to methods
or the performance of abortions or
involuntary sterilizations a8 a means
of family planning: or (4) to lobby
for abortion?

FAA Sec. 483. To make reimburse-
ments, in the form of cash payments,
to persons whose illicit drug crops
are eradicated?

FAA Sec. 620(q). To compensate
own2rs for expropriated or
nationalized property, except to
compensate foreign nationals in
accordance with a land reform program
certified by the President?

FAA Sec. 660. To provide training,
advice, or any financial support for
police, prisons, or other law
enforcement forces, except for
narcotics programs?

FAA Sec. 662. For CIA activities?

FAA Sec. 636(i). For purchase, sale,
long-term lease, exchange or guaranty
of the sale of motor vehicles
manufactured outside U.S., unless a
waiver is obtained?

Yes

Yes

Yes

Yes

Yes

Y

© Yes
“Yes

Yes

. Yes
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FY 1988 Contipujng Resolution Sec.

503. To pay pensions, annuities,
retirement pay, or adjusted service
compensation for prior or current
Riliticy personnel?

EY 1988 Continuing Resolution Sec.
$05. To pay U.N, assessments,
arrearages or dues?

PY 1988 Continuing Resolution Sec.
506. To carry out Provisions of FAA
section 209(d) (transfer of FPAA funds
to multilateral organizations for
lending)?

FY 1988 Continuing Resolution Sec.
5i0. To finance the export of
nuclear equipment, fuel, or
technology?

Y 1988 Continuin esolution Sec.
511. For the purpose of aiding the
efforts of the governnent of such
country to repress the legitimate
rights of the Population of such
country contrary to the Universal
Declaration of Human Rights?

PY 1988 Continuing Resolution Sec.
516; State Authorization Sec. 109,

To be used for Publicity or
Propaganda purposes designed to
Bupport or defeat legislation pending
before Congress, to influence in any
way the outcome of a political
election in the United States, or for
any publicity or Propaganda purposes
Bot authorized by Congress?

Yes

Yes

Yes

Yes

Yes

Yés

ik



 UNCIASSIFIEL STATE 122126/¢1
' ANNEX B

() ACTION AID-3 INFO AMB ICM

el

V72C2CSBCS4E -
FF RUFHEE OFFICAL FILE
TE RUEEC #2126/21 £921144 ;
ZNR UTUUD 228 ~

I F 0111397 AR 8E

7V SECSTATE WASHDC

TC RUFBSB/AVIVEASSY FARARE PRIORITY 6204

INFC FUFBTC/AMENEASSY MAFUTO 7135
RUEFRU/MMEMEASSY MASERU 3557

RUFECF/IMEMIASSY GABORONF MBABANE 5192
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RUFEIG/FMEMEASSY LILONGWE 4911

RUIPLF/VIMEASSY DAR ES SALAAM €€77
FUFENF/AVIMPASSY NAIROBI 136
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UNCLAS SECTICN ¢1 CF @4 STATE 102126

AITAC FOR NAIRORI FOR RELSO/E : -f
B P— I —
E.C. 12856 N/A j--——--;____~__{_____;1
o
SUEJECT: SARP REGICNAL RAIL SYSTEMS SUPPORT PROJECT] —=~%—!___ | ="
PAFER GUITANCE (€Se-€247) 7--—i::j2£::___t;:;___“
LUC Ot —
1. TEY PID FOR THF SUBJ¥CT PROJECT WAS APPRCVED AT/ TRE., b —%€
MARCH 5 ECFR. USAIL/SAKP, IN COLLARORATION WITE j-‘“-—~~--__~________
PARTICIFATING FILATYRAL MISSICNS, IS AUTHOFIZEL TO Liiiwis car .
PFOCEED WITA TEE FINAL IESIGN ANT APPROVAL OF THF ——

FECJECT PAFER. FAFA. 12 CONTAINS AN AT EOC LELEGATION
CF 2UTHCRITY TC USAIL/SARP T0 AUTKCPIZE THE FRCJECT.
T315 CAYLF FROVIIES TETAILIT GUITANCE FOR PP LEFVELOPMENT

2PRCJECT RATIONALE.

—{4—3vFACT ON KEG ICNAL TRAFFIC FLOWS. THE IMPLICIT - -
ASSUMEFTION IN THE FID IS THAT ANY INCREASE IN CARRYING
CAFACITY OF TPE MOZAMBIQUE RAILWAYS YILL, IN AND OF .
I1SELF, KESULT IN TFE SBIFT OF -TRAFFIC FROM CTHER ROUTES
TC TAYE ADVANTAGE CF THAT CAPACITY. PRESUMABLY, '
ECWFVER, OTHER F/"TCRS BIYOND AVAILABILITY OF FRAILWAY
CARRYING CAFACITY ENTER INTO DECISIONS TO USE A . . .
"FARTICUIAR ROUTF. TEESY WOULD INCLULE TARTFF RATES, TEE
“SIFED ANT FELIAZILITY OF TELIVIRY, 'AND TEF SECURITY OF "~
ZGOCTS IN “FRANSIT AND AT IRANSSRIPMENT PCINTS. THE PP~

“SBZULI INCIULE A EROATER TISCUSSION OF _TEE SQUTHIRN
“AFRTCA FFSTCNET TTRANSPORT STYSTFM WEICH TTENTIFIES
¥LCTORS, IN ATIITION TO PHEYSICAL-CAPACITY, WERICE = "
CCNSTFAIN TEF FMCVEVMENT C} GOODS THRCUHR MCZAVBIQUE. TEE
PP SBCULD ASSESS THF IMPCRTANCE OF TH¥SE CONSTRAINTS, PY
¥AY OF ¥STABLISBING THE RATIONALE FCR THF PROPOSED
FROJECT DESIGN. TEF QUANTIFIED END CF FROJECT STATUS
(FECPS) TARGET ¥OR INCREASED TRAFFIC THROUGH MOZAMERIQUE
SHCUII TAKE INTC ACCOUNT THEFSE FACTCRS.

UNCLASSIFIED ' STATE 19é126/21
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(3) PCX1 CAPACITY. TEE FROJFCT FURPCSE IS TIC INCREASE
TEE CAFACITY ANL FYFICIENCY CF RAIL SYSTEMS IN THE SADCC

S5I0M. TRE FRCJECT EXPIICITLY EXCLULES ASSISTANCE FOR
P"RT LIVELCPMENT, ALTEOUIH THE FIL TEAM FANZFD ONE PCFT
ECYIVITY (DFIFFNING AND REALIGNMENT OF TEE CEANNEL AT
MATUTO) AAFAD OF TEZ SWAZIIAND TECRANICAI ASSISTANCE
ACTIVITY WEICH IS PROPOSID FCR FUNDIN3 UNDER THF
PROJECT. THE FF SHOUID DISCUSS WEAT IS REING LONE BY
THY Grhr ANL OTEER DONORS TO INCREASE THE CAFACITY OF
MCZAMBICAN PCRIS TC ACCOMODATE PROJECTEL RAIL TRAFFIC
FLOWS. BASED ON THIS ANALYSIS, THE PP SHOULL VERIFY
YAETIER OR NCT FORT CAPACITY IS A FCTENTIAI BOTTLENECK
T2 INCREASYL TRANSIT OF IMPORTS ANT EXPORTS THROUGH
MCZAMEIQUE.

2. ASSISTANCE TO MCZAMBIQUE., SECTION 55¢ CF TEE FY-8E
CONT INUIN> R¥SCLUTICN REIQUIRES THAT, PRIOR TO OBLIGATION
CF ANY FUANDS (FILATERAL OR SADCC) FOR THE GCVERNMENT OF
MCZAMEICUE, THE PRESIDENT MUST SUBMIT A REPORT TO
CONsF¥SE ChN TRE EXTENT TO WHICE (1) THE GPRM BAS ZENTFRIT
IN1C & IITALOGUF WITh THF CATHOLIC CHURCH ON 1HE RETURA
OF CAURCE PHOFERTY, (2) TEE GPRM HAS TAXEN STEPS TO
ASSURY ASAINST EXPROIRIATICN CF FRIVATE PROFERTY, AND
(E) T2F NUMEFRS OF SOVIET/EASTERN BLOC VILITARY/SICU?ITY
PFRECAN:I AFY :zEING REDUCET. IN ATDITION, FRIOF TO
CILIGATION CF SALCCC FUNDS FOR ACTIVITIES IN MCZAMEBIOQUE,
TB*» SADCC APPROFRIATION PROVISION OF THE CR REQUIRES
THAT 1dF FRESITENT CERTIFY THAT SUCH ASSISTANCFE IS IN
THY NATJONAL ISTERFST. THEF RFPCRT TC CCNGIESS IS
FXtICIEL TC B¥ SUBMITTEL F¥Y 1FE IND OF MARCH. THE
CERTIFICATICNS wIIL EF FCRWARLFD AT A LATER DATE, FRICH
TC TEF AUTECRIZS!TICN ANLI CELIGATION CF FUNIS.

TBE ECFP AISC DISCUSSED TEF AFFRCPRIATENESS CF A.I.D.
FINAWCING OF TRANSFCRT--ACTIVIIIES. IN.MCZANMBIQUE_IN.LIGET
CFTRE-RCURITY -S ITUATION -~ SEVERAL--POINT6 WERE MADE-IN--
FAVOx CF¥ PROCEEDING WITH TEF FRCPCSYT PROJICT

ACTIVITIES i —#IRST v TRAFFIC—TISNOWMOVING—ALONG—TRE- - -
PEIFA CC(RRITCR WHER¥ SECURITY HAS® IVPRCVED AND DOWNTIVE

TUE TC CTS OF SABOTAGE ALOhG TRE CORKIDOF BAS - .
FFICRTIIIY DICREASKT. S¥COND, THE PROJECT ACTIVITIES "
WILL }F ICCATEL IN MAFUTO AND PEIRA WHICE EAVE NOT
SENFRALIY BFEN TARGETS OF VIOLENCE. TRIRD, TEE FCONOMIC
JUSTITICATICN FCR'THE PROJECT DO¥S NOT RFQUIRE SRFATLY
INCRFASYD SFCURITY. "IN FACT, THE PID STUDIES INDICATE ™
AIHAﬂ—1d¢~£R£Jlﬂlv1£ULI_»HOk*A~BOSIiIVE NET PRESENT VALUE
-AT. CURREINT TRAFFIC LEVELS, TUE_TO. JNCRIASED FFFICIENCY _
ART RETUCTION OF_IBAV°PD‘T_CUTT3~—“"—_'

ITUTICNAL AND MANAGEMFNT CAPACITY OF IMPLEMENTING -
C

4. INST
AGENCIES. THE ECFR EXPRESSED COANCERN THAT THIS NOT 3BE

UNCIASSIFYED STATE 122126/C1

v
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VIEWET 2S SIMFIY AN ENTINEERING FRCJECT, ANI THAT
SUFFICIENT ATIENTICN BE GIVEN 10O THF DEYELOFMENT OF THF
INSTITUTICNAL CAPACITY OF TRE IMFLEMENTING AGENCIES IN
MCZAMIICUE, MALAWI, AND SWAZILANIL. THE RECENT
EXFFRIENCE WITHB TAZAKA BIGELIGHTS TH¥ IMPORTANCE OF THIS
CONCEFN. A.I. L. SHOUID KENSURE TBAT THE RAILWAYS BAVE
TYE UF-FRONT CAFACITY NOT ONLY TO IMPLEMENT THE PRCJECT
FUT, MCHE GENFRAILY, T0O MANAGE TBEIR OPERATIONS IN AN
E¥FFCTIVE AND FFFICIENT MANNER. TBIS WOULD ENCCMPASS
SUCB AREAS AS FIANNING AND BUIGETING, PERSONNEL
MANAGEMENT, FINANCIAL MANAGEVMENT, PROCUREMENT, AND
ICGISTICS MANAGEMENT.

IPX PF TEAM SBECULL INCLUIE SUFFICIENT EXPERTISE TO
ASSESSE 1EE BRCAT INSTITUTICNAL AND MANAGEVMENT CAPACITIES
ANT CONSTRAINTS CF THE RAILWAYS, NCT JUST WCRESHOP
CF¥RATICNE., TEY® TEAM SBOUIT RIVIEW OTHER TONOR
ACTIVITIES IN ThIS 4RFA ANT DESIGN INSTITUTIONAL
STRENGTFENING #CTIVITIES THAT WILL ALDRESS TPE
FUNTAMENTAL PRORIEMS IDENTIFIFD. THIS ANALYSIS SHOUIT
CCVIR AIL RAILWAYS TARSETFD FCR ASSISTANCE UNDER TEE
FECJECT FUT GIVE GREATEST ATTENTION TC MOZAMEIQUE
RAILVAY! WdICB IS TB¥ MAIN PROJECT BFWEFICIARY. IT IS
RECOMIZED 1FPAT, AS A RESULT OF THIS FRCCESS, TECHNICAL
ASSISTANCE ANL TFAINING INPU:S MAY BE REQUIRED UP~-FRONT
ANT IN CSISNIFICANTIY LARTER AMOUNTS THAN ENVISASED IN
TFPY PID. A LONGEK LIFE OF FRCJECT MAY AISO BE WARRANTEL,

THT £CPF LIN4¥T TEF DISCUSSION OF INSTITUTICNAL CAFACITY
TC THE ISSUE CF RAILWAY TAPIFF REFORM. IT WwAS
RECOINIZEL THAT, IF TH3: RAILWAYS ARF TC ATTAIN A
REASONAYLE TZGFYE CF FINANCIAL VIAFIIITY ANI EFFECTIVELY
CIIL1ZF® THF LARGE LCNCR INVESTMENTS IN EQUIPMENT AND
SIAYF TFVEIOPMENT, THEY MUST ATOFYT APFRCPRIATE TARIFF
-FGLIGI1ES.- A .NECESSARY. FIRST -STEF TOWARL--IMFRCVED
TARIFES IE TO IMFLEMENT FINANCIAL CCST ACCCUNTING
SYSTFM{ WEICH CEN FE USFI TO TETIRMINE TEE REAL COSTS CF
CPFRATING AND MAINTAINING THE SYSTEME. .- -

\ SPECIFIC INSTITUTIONAL .CUTFUT. CF.THE PROJECT,. AMONG
CTEFRS, SHOULD EE FUNCTIONING FINANCIAL COST ACCCUNTING
SYSTEMS IN THCSE NATIONAI RAILWAYS WHICH CURRENTLY LACK
SUCH SYSTEMS. THI PP SHOULD DESCRIBE THE LINKAGE CF
TEF SE FINANCIAL ACCOUNT ING SYSTEMS WITH THF TARIFF
STODIFS FFCPOSFL UNTER TPF SATCC CCMPCNENT CF-THE
YRCJECT (F.G., THE TATA GENERATET FY TEE STULIES WILL 'BF
INCCRPOFATED INTC TBE NATICNAL SYSTEFS)." TURING PE
DEVELCPMENT, TEE MISSION SECULD CCAFIRM THAT THE  ~~ _
NATICNAL RAIL¥AYS DNTERSTANT TEE CONCEPT 0F COST-BASED
TARIFFS ANT AFF WILLING TO ‘IMPLEVENT THE PROFOSED =~~~ '~
ACCOUNTING SYSTIMS. THE MISSION SEOULD CONSIDER THE "
USFFULNESS CF CCNDITIONS PRECEDENT CR COVENANTS IN THE
PR0JECT GRANT FGREEMENTS TO FORMALIZE THIS COMMITMENT.
THF RECFF AGKEED TBAT CONTITIONS OR COVENANTS RFLATING “1C
SPECIFIC TARIFF REFORMS BY NATIONAL RAILWAYS WERE NOT
FRACTICABLY AT THIS EARIY STAGF. ROWEVER, TuE MISSION
SECULT CCNTINUE TO PROMOIE & UNIFIED DCNOR PCSITION - —
WEICE ENCOURAGES SATCC AND THE NATIONAL-RAILWAYS -TC-MOVE

UNCLASSIFIED ' STATE 1021268/02
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IN TEF IIRFCTICh CF CCST-BASED TARIFFS. ADTITIONAI TIME
FECF TRF FINANCIAL ANALYST ON THE FP DPESI3N TEAM WOUIL IF
SEQUITED 1C CARRY CUT THE TASXS LFSCRIRET &FOVE.

. YANPCWER AND MAINTENAANCE CAPACITY OF MOZAMBIQUF
RAILWAYE. THE PIT PROPOSES A HEAVY DOSE OF EQUIPMENT,
TFCHNICAL ASSISTANCE, ANI ON-TRE-JOB TRAINING FOR
MANAGERIAL AND TECENICAL PERSONNEL AT TBE BEIRA ANT
MAYUTC ¥CRKSBCPS TC IMPRCVE LOCOMOTIVE MAINTENANCE.
FACTORS OTEER THAN THE LACK OF FARDWARE ANI SXILLS, SUCH
AS INPTEQUATE SALARY INCENTIVES, LCW IITERACY LEVELS,
ANI POOK MAINTENANCE POLICIES, MAY LIMIT TEF PROGRESS
TEAT CAN PF MAIE IN IMPROVINS MAINTENANCE AND WORKER
PRCIUCTIVITY. THY PP SHOULD INCLUDE AN INVENTORY OF
SSILLS IN THE 1%C WORKSHOFS AND AN ANAIYSIS OF THE
FACTICHS AFFECTING WORYSHCP FFRFORMANCE. OTHER DONOR
ACTIVITIES IN T5IS AREA SHOUIL ALSO BE ASSESSFI. BASED
CN THIS ANAIYSIS, THF PP SHOULD FRCFCSE AN APFRCPRIATE
STFATFGY FCR IMFRCVING FERFORMANCE AND REALISTICALLY
ASSFSE THF GAINS TBAT CAN EE EXPECTFL DURIN3 TEE LIFF CF
TR} FRC.FCT. TO TEF EXTENT TEAT POLICY AN MANAGEMENT
CCASTRAINTS ARE ILENTIFIEL, TBE PROJECT SECULD ATTRESS
TEEM 48 PART CF TEE FROALER INSTITUTIONAL STRENGTEENING

FFFORT IESCRIBED ABOVE.
€. MISSICN MANASEMINT CAPACITY. TEE PID RECCMMENDS THAT
YXFIRIINCED USTH ENSINEERS BE ASSIGNED TC POTH

USAIL/MALAY] AND USAID/MOZAMBIQUE TC ASSIST THCSE
MISSICAE IMPLEMENT TEIS ANI OTEER TRANSFORT FROJECTS.

TEEX FIT ALSC rRECOMMENIS TEAT TEX VACANT EDC POSITION IN

UNCLASSIFIID STATE ..18212€/¢2
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USAIT/MCZAMBICUE BF FILLED AS SOON AS FCSSIELFE. TEE
ECFR STHONGLY ENTORSFI THESX STAFFING FROPCSAILS.

"+ FRCCURIMENT.

(A) 3EC3RAFEIC COTF. THF PP SBOULD SELFCT THE
APPROFRIATE AUTHORIZED GEOGRKAFEIC COLE(S) FCR FOREIGN
EXCHANGE COSTS ANT THF "BOST CCUNTRY" FOR ICCAL CUFRENCY
CCETS, IN ACCCFDANCE WITEF THE GUIDANCE CONTAINED IN 86
STATE 74147 (WHICB MORE GENEPALLY CONCERNS THE SOUTHERN
AFFICA REGIONAL MANPOWER MANAGEMENT DEVELOFMENT
FRCJECT). THE EXEVPTION FRCM FAA SECTION 6C4(A) AND
SIMILAR PROCUREMENT REQUIREMENTS, APPLICABIE TC TEHF
DEVELCFMENT FJUND FOR AFRICA, DOES NOT APPLY 10 THI SADCC
ATFFOPRIATION.

(F) NEW IOCCMOTIVE PROCUREMENT. 1HF ECFR AGREED IN
FRINCIPIY¥ WITB THE PROJECT STRATEGY CF INCRFASING
AVITIAFIE ICCCMCTIVE POWER TPROUGE THE REHAFILITATION OF
EXISTIN: IOCCMCTIVES. 1IBIS IS MORE CCST-FFFICTIVE THAN
BUYING MNEW ICCCMCTIVFS WEERYT TEE EXISTING UNITS ARF NOT
EXCESSITELY CLD, LAMAGED, OR% INACCEISSIBLY. IT WAS
FCINTIT CUT TdAT BCTIZ THBEF IBED AND CIDA EAVE ALSO TAXEN
I8Y POSITICN TEAT MEw LOCOMOTIVE PROCUREMENT IS NOT
NFFIEL AT THIS TIMF IN MOZAMBIQUE. HOWEVEE, THERE ARE
TWC UNSACWNS TEAT COULD AFFECT TBIS STRATE3Y. FIRST,
TZF NUMIIR CF IOCOMOTIVES THAT ARE ACTUAIIY RFPARAPRLE
(CTRRENTLY FSTIMATED AT 22-4€) KEEDS TO BF VEIRIFIED, IT
IS UNIEFSTOCL T3AT TEE IERD IS FINANCING A SURVEY OF TEE
MCZAMEICUF FLEFT. SFCONL, THERE COULL EF¥ A TINME LAG IN
RFSAEIIITATION CF TEF LOCOMOTIVES UNIER THI: PROJECT,

GITEN T1EE NIEL TO UPGRATE MANAGWMENT, TEAIN MOZAMBICAN
RAIIWeY WCRLFRS, PROCURE SPARE FARTS, INSTITUTE NEW
MAINTENANCE FRCCEDUREES ANT POLICIES, ETIC. TBF FP TEAV
SESULEL-IXAMINE TEX MOZANMRIQUE .LOCCMOTIVE AVAILABILITY ..
S15UAFT ICN IN -A -SYSTEMATIC FASHION, INCLUDING-THE- RE SULTS-
OF ISF¥ ]B3D SURVFY. TEF TEAM SHCULD DRVELOP A REALISTIC
THFTAYIE FOR REBATIIITATION- OF THE LOCOMOTIVES:  ANI- - -
COVFARE TRIS WITE PROJECTEL TRAFFIC DEVANT . T IF THIRE
LPFiARS TO BE # SIGNIFICANT GAP BFTIWEEN IEVMANT AND :
ICCOMCTIVF AVAIIABILITY, THE FUNLCING OF NE¥ LOCOMOTIVES
CO[L; BE CCNSITCEREL AS. ChE DESIGN OPTION TC IRIIGE THAT
GAF.

() QIC“NICAL ASSISTANCE AND TRAINING .- THF -FCPR
“ENCTXRASED TEF MISSICN-TC CONSITER OBTAINING TECENTCAL
'ASSISTANCE ANT TRAINING SERVICES FOR TBE PROJECT FROM
Ixffslxnczn SUCCESSFUL RAILWAYS. . IN ADDI&ICN T0.U. S.
SCERCIST“THI'VI STCN SHOTLT "SFEX TRATNING  INT ITUTICNS
INTHF SADCC CCUNTRIFS ¥OR PRCJECT PARTICIPANTS, ™~ ™
TRAINING SECULT NCT TAKE PLACE IN SCUTH AFRICA (UNIESS

AESOLUTELY NC AITEFNATIVE IS AVAILABLE) BUT IN
INTYPENLCENT BLACK STATES TO MEET THEFE PRCGRAVM "OBJECTIVES
ANL 'CCNTRIBUTF ECSITIVELY TO THF LONG-TERM DFVYFLOPMENT
GCALS FCR THE MAJCRITY FCPULATIONS OF SOUTEERN AFRICA.
TEF MISSION SHCULL PE AWARE THAT A WAIVER BY TEE AA/AFR;
FUKSUANT TO EAANDBOCK 1B, CB. 5I.10.A(2) ANI 5D.1&.D,- -

UNCLASSIFIED STATE 1€2126/€3
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WOUID P* RYCUIRED TO CONTRACT WITH #* RAILW:Y COVPANY
WRISE IS FCVESNMEAT CYNED. IF THIS SPFEARS 1TC FF 4
CESIRAELT C(PTICN, T2: MISSION SZOULD CONSULT CLOSFLY
I8 TEr R14 TC TEVIICP THY APPRCFRIATE JUSTIFICATICN
FO= TEE wilIVin.

RELATEL TO THIS, THE PP SHOULD ASSESS THE HCUSING AND
CTBER IIVING CCACITIONS FOR TEBF PROPOSED CCNSULTANT TEAM
IN MOZAMFIQUE, PARTICULARLY IN BRIKA, AND TEE
INMELICATICNS FCK TEF SIZE AND WORKING ARRANGEMENTS OF
THF TkAV., THE FP SHCULD DESCRIBE TEE CAPACITY OF
USAID/VMCZAMPIQUE TO SUPPORT THE CONSULTANTS AND DISCUSS
ANY STFES THAT MAY NEED TO BE TAXEN TO ENSURE THE
FFFECTIVENESS CF THEEF PROJFCT FINANCED CCNSUITANTS.

(™) SFAFL FARTS FRCCUREMINT. TBE FP TEAM SBOULD .
CARFFULLY ANALYZE THX REQUIREMENTS FOR SPARE PARTS ANT
REIATED TCCLIE ANT FQUIPMENT FCR TBE RFRABILITATION OF
TH} GENFRAL ELECTRIC IOCCMOTIVFS IN THF MOZAVMBIQUE
FI.}¥T. TBE TE#M SEOUIL MAKXE A TECENICAL DETERMINATION
(F THE EXTENT TC WEICHR SPARES COULT BE COMPETITIVELY
FRCCUIEL WITHCUT JFOPARIIZING THEF PERFORMANCE OF THE
REBABIIITATET LOCOMOTIVES. THE TEAM SHOUIT ALSO
[ETFRVMINE TEE EXTFENT TO VBICH TCOLS AND FQUIPMENT ARE
AVAILFZIFE FROM THr U.S. AND OTPFR AUTHCRIZYL GEOGRAPFIC
SCURCFE. ¥CR THIS FUKPOSF, TEF PP TEAM SHCULD INCLUDE
RCTHE ¢ CPICIALIST IN LOCCMCTIVF MAINTENANCF AND AN
A.1.D. CCVMMOTLITY PROCURENMENT OFFICEE. IF A SOLF SOURCE
WAIVEF FCK SPAFES IS DEENMET APFRCPRIATE, IT SHOULD BF
INCIUIEL IN THE PP IF POSSIEIE. TEERE MAY ALSO FE NEEL
¥CF A CCDE €22 WAIVER FOR FROCUREMENT OF SPECIALIZID

UNCLASSIFIED STATE ._1782126/23
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TCCLS ANT FQUIFMENT. THEF PP SHOULD ALSC CCNSIDIR
EECUIFING AN A.I.D. FORM 11 FOR SPARE PARTS
PRCCUFFMENTE, TC FACIIITATE PCST-AUDITS FOR PRICING.

IN LISBT CF K¥CINT XXPERIENCE WITH TAZARA, THE MISSION
SHOULI CONSID¥R INCLUDING FUNDING IN THE PECJECT FOR
SPECIALIZFI LONG-TERM TECHENICAL ASSISTANCE SPECIFICALLY
TC BX1F IN 1HE FRCCUREMENT ANI MANAGEMINT CF THE LARGE
QUANTITY OF PAKI FAERTS TC BE FINANCED EY A.I.D.

€ CTAdER LIGAL CCNCERNS.

(A) €11(E) CRTIFICATICN., GC/AFR ADVISES TBAT A SECTION
€11(F) CERTIFICATION I REQUIRED FCR THE MOZAMBIUEX AND
MaIAWI FORTIONS CF TEF PFOJECT. THIS SCULD BE
TRANSMITTEL TO AA/2AFR FOR EIM TO TAZE NTO CONSIDERATION
PRICR TC FIELD AFFROVAL CF THF PP. 1IN THE CASE OF
MZFMBIQUE, THE CERTIFICTION SHCUIL TAKE INTO ACCOUNT
TR? ASSISTANCF THATWILL BE PRCVIDEL DURING THF PROJECT
TO IMIRCVE TE VMAINTENANCE CAPARILITIES OF MOZAMBIQUE
RATLVAY,

(E) COMMINGLING. ALTBOUGH TEXRE I NO REASON TO BELIEVE
A FRCEI*M EXISTS, TEE PPTEAM SHOULD INVESTIGATE THE
N2TURE CF ANY INVOLVEZNT EY COMMUNIST BIOC CCUNTRIES IN
FCZAMEICUE " RAII SYSTEM AND, WITB SUPPORT }ROM THE RIA,
8 COMMINGIINS WAIVER IS RECUIRED. THE

FP SETULD INCLULE A ZRIEF DISCUSSION OF TFE FINIINGS.

S. INITIAL SNVIFONMENTAL EXAVMINATION. TBRE IEE CONTAINID
IN TH? PID EAS FEIN REVIEWED RY TEF BUREAU ENVIRONMENTAL
CFFICFR AND SENT TC 3C/AX¥R FCF CIFARANCE. A CCPY CF TEHE
SIGNEL IFF WILL BE PCUCREID TO USAID/HARARE.

~1C.. AA/AFR HIRIEY DILIGATXES AUTHORITY .-I0 THE DIRECKOR,,
~YEAID/AARARE y-JC-AUTRORTZE THE CAPTIONEL ‘PROJECT -IN AN -
AMCUNT NOT TO IXCEFD IOLS. £¢,02¢,e2¢. THIS AT HOC

—DELFeATION—GF-AUTRCFITY cHALI -BE IXERCISED IN-ACCORLANCE-

"VITH ALI'IBE TERMS ANRT CCNDITICNSTCFDCA 551, EIXCEPT ¥CH

~ TBY ICLLAR AMOUANT LIMITATION. ANI._WAIVERS EEQUIRIMG

AA/AFR (K A/AIL AFPROVAL SHOULD RE FORWARTEL T0 AID/W
FRIOR TC PP APPHOVAL.

11, -AIL/Y UNDEESTANILE THAT OBIIGATIONS WILI CCCUR \ITH
" TEY-GOVERNMENTS OF MOZAMBIQUE, S¥WAZILAND, ANL MALANWI,

ANT "VITE €ATCC, ~WF¥ SUSGY¥ST THAT THY RED”O/F AND
—SWAZITANI RLA’S COORTINATE AS TO TEE RESPONSIBILITY FOR .
THY MALAW] CBII:AEION..H WEITEBEAL .

¥
'Wzl@ﬁL
NNNN

TETERYINE WEETEER

‘UNCLASSI¥IED STATE 102126/04
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,) ‘ 'SOUTHERN AFRICAN DEVELOPMENT
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SOUTHERN AFRICA TRANSPORT AND CP 2677, MAPUTO TELEPHONE: 20246
COMMUNICATIONS COMMISSION (SATCC) MOZAMBIQUE TELEX: 6597 SATTCC MO

United States Agency
for International
Development

1 Pascoe Avenue

P.0. Box 3340

Zimbabwe
Att. Ms Allison Herrick
Director
TU/L/272/88
25.07.88

Dear Madam,

USA Assistance to SATCC

Please refer to the telex sent by Mr. Denis Light, Regional En=-
gineer on 21lst July 1988, concerning the above subject.

Technical assistance to the Swaziland Railway is included in the
SATCC programme as Project No. 2.6.3, rehapilitation and acquisi-
tion of locomotives, rolling stock and maintenance equipment for
dalawi Railways as P. 2.4.2, rehabilitation of workshops, spares
atc are included in Project No. 2.5.3, Railway Projects in Beira
Port Transport System, and rehabilitation and acquisition of
locomotives, 1including maintenance and technical assistance for
CFM in Project No. 2.,5.12.

I enclose herewith the relevant project briefs for your
consideration.

Please, note that adjustments to these projects can be made based
on possibly forthcoming more detailed information. For that pur-
pose there is no need to submit these projects again to the Coor-
dinating Committee of SATCC.

Member States Angola Malawi Tanzania
Botswana  Mozambique Zambia
Lesotho Swaziland Zimbabwe

5
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Your support of SATCC is highly appreciates
TN
Yours faithfull
$3UTAERN) um{qynfﬂsrom

.

v} ¢ -
/"’ [ “i '
n“'}\". L““ C TIL'IJS ! a' MISS‘O
At .“,.-b » “

4. Matolo
Chairman of the Co~ordinating
Committee of SATCC

SN



OFFICIAL FILE

L

SUB: REQUEST FOR FINANCIAL ASSISTANCE

Dear Sir,

ASTION 1o e e e

B 1[
-

I INITI.-L_, Lare = o
.
- 7T

\\‘\
The, Government of Mozambique wishes to request financial-—

a591stance for 1mprovement of the Mozambique Railways, viz;

- On.~maihtépance and rehabilitation of the General Electric

locomotives fleet;

- On maintenance and rehabilitation of the wagons fleet;

‘.
- On'infrastructures of the workshops as well as on equipments

and commodities required for maintenance and production section

of the workshop;

= On completion of the conversion of part of Beira Workshop from
steam to diesel locomotives and the necessary equipment for
maintenance schedule of the diesel locomotives (USAID was
involved on first phase of the contract);

= On Technical Assistance and Training;

There is an immediate need for approximately Thirty Million us’ Dollars

iy |

of donor assistance for the above items.



A2

(2)

I should be grateful for your favourable consideration of Lhis
request and shall request you to send as soon as possible the draft -

project documentation and the draft project agreement.

Yours sincerely,

@/L/

RUI LOUSA
N/ Ref. 29/MTC-GAB/88 ~ Vice Minister of Transport
MAPUTO, 11/Junho/ 1988 and Communications

cc: Mr Julius Schlotthouer
USAID Representative,
Rua Faria de Sousa, 107
MAPUTO, MOZAMBIQUE



ANNEX D

In reply please quote No. Ub/\/z ........................

MINISTRY OT T'INANCI
P.O. BOX M9
LILONGWIE. 3
MALAWI

Talegrams: Finance, Lilongwe
Telephnoe: Lilongwe 731 311

Commaualeations should be addressed 10
The Secretary to the Treasury

15 July 1988

The Acting Mission Diregtor

United States Agency for International Development
P O Box 30455

Lilongwe 3

( Aimngn_;_nz_ﬁiszhm@ﬁhQMm )

Dear Sir,

1 am writing in ‘order to submit a Malawi Government.’s
formal request to the USAIL for the financing, on a grant
basis, of & project that is intended to increase the capacity
and capability of the locomotives fleet of Malawi Railways by
providing pearts for bombardiers, a railway recovery crang and
other minor items.

We would specifically wish to request for funds amounting
to US ¢$7 million for the proposed program which has &already
been discussed between Malawl Railways and a USAID sponsored
design team.

Your favourable response to our request will very much be
appreciated.

Yours sincerely,




ANNEX D

Works and Communications[
P. 0. Box 58,

30th May,. 1988,

Mr Matola,

Chairman of the Co-ordinating
Committee of SATCC,

P, 0. Box 2677,
MAPUTO.

Mozambique.
Dear Mr Matolo,

_Pléase find project brief for technical Assistance and
Management training to Swaziland Railways.

. We request this be included in thé.curréntJﬁradSPoii
project portfolio. - cvlall

With best Regafds,
/

7/ A4 /S 7
| 22%2522;2/2¢5Eg£1(,41,ei,/é—ﬂ/

? F. DHLAMINI
DEPUTY PRINCIPAL SECRETARY

Enc,
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. SATCC. PROJECT SUBMISSION

Project Title:

Provision of techniea1‘gggigigggé?jand: management training
to Swaziland Railwaysi R ‘ '

Estimated Total Cost:

Total: USD 4.7 million
Foreign: USD 3.5 million
Local: USD 1.2 million

lSecured Funding:

Foreign: USD'3.5 millionv

Financing Gap:

USD 1.2 million

Executing Agency:

Swaziland Railways
Duration:

5 years

Scope:

Provision of technicnal assistunce and management truining to
Swaziland Railways, forming part of a new regional rail
transportation project whose ultimate aim is enhancing the
efficiency and capacity of the rail system within the SADCC
region,

Contents:

The project consists of Provision of technical assistance
for a period of L(Lhree years in the areas of General Management,
Marketing and Financial Management and for a period of *wo years
in the areas of Operations and Mechanicul Engineering,

A total of 1 1\2 years will be provided in the area of human
resources, comprising short term training in the nonagerial
functions identified above. :

Finally, for o total perioud of 4 years, prov. ion shall be

b
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EmndC-forilopg‘Lermilru)nlnu For pre - selectled condidutes,

«Stafus:

The above projoct will he bused on the recommendations of an
evaluatxon MISSIOH presently bexug undertaken by USAID.

Action.

Complet:on woofl sta:on., "Approval and subseqﬁénf

implementation of thexr recommendations

4



SWAZILAND GOVERNMENT
Department of Economic Pzdnning and Statigtics,
P.0. Box 602,
MBABANE,
Ref: EC0/07/2/2Vol.1/74 23rd June, 1988,
The Director,
USAID Mission to Swaailand,

P.0. Box 750,
MBABANE.

Dear Sir,

RE : FEQUEST FOR TECHNICAL ASSISTANCE SWAZILAND RAILWAY

SATCC has requested ys assistance in increasing

access for landlocked countries to the regicnal ports

Region Progfamme USAID/Zimbabuwe assessed the region's

The studies concluded that projects Fromoting the pgil
svstem were the best means of achieving Sapce obiectives,
Three projects were tdentified in the rail sector, one

of them falling in Swaziland with the Provision of technieql
assistance and training to Sweziland Railway.

Authorization to fund and implement this project
can only te obtagined from S4pcc. 2 formal request to
SACCC in Maputo has been made recuesting them to inelude
the project in the transport pertfolio.

The intial estimated €ost of the project is g4.7 million,
of which £3.7 million constitutes grant funding from the
USA Government, leaving £1.2 million to be funded by Swaziland
railway in cash or in kind,

The Government of Swaziland kindly requests USAID
to fund this project.

Your sympathetic consideration will be highiy
appreciatead. : : ‘ :

Yours faithfully,
(5.

8. T. NOTSA
for.: PRINCIPAL SECRETARY

ANNEX 1



ANNEX E
WAIVER JUSTIFICATIONS

Proprietary Procurement for G.E. Spare Parts and Equipment -
Mozambique Component

Problem:

A proprietary procurement waiver is requested under the
Mozambique component of the Regional Rail Systems Support
Project (690-0247) to permit procurement of General Electric
diesel electric locomotive parts and General Electric testing
equipment for workshops.

Discussion:

The Mozamhique component of the project entails, among other
things, the procurement of spare parts to rehabilitate eight
and maintain fifty-four diesel electric locomotives during the
life of the project, The locomotives were manufactured by the
General Flectric Company (G.E.) and the total requirement for
parts will be $15,500,000. In addition, specialized workshop
testing and maintenance equipment for G.F. locomotives will be
procured for the maintenance and rehabilitation activities at a
total cost of $2,200,000,

The locomotive parts and workshop equipment are manufactured by
G.E., or under licenses granted by G.E, No other manufacturers
make the parts and testing equipment in question, and only G.E,
approved parts and equipment can he used to rehabilitate and
maintain Mozamhique's fleet of G.F, diesel electric
locomotives. The General Electric Company has taken a strong
position that only genuine G.E, parts should be used in the
rehabilitation, repair and maintenance of G.E., locomotives.
(Genuine G.F. parts are defined as those parts either
manufactured by G,FE., iiself or by other firms for G.E. with
testing by G.F.) The company's position is based on a history
of bad experiences with unauthorized, inferior parts provided
by other firms. G.E. has reported to AID that the companyv has
been plagued by uneven quality and inferior metallurgy in many
of the '"clone'" parts provided for use in G.E. equipment by
other firms. These parts, which are not approved or tested by
G.E., can cause serious damage to the engine and other moving
parts of locomotives.

There are precedents for the procurement of G.E. parts on
proprietary basis for the rehabilitation and maintenance of
G.E. locomotives. The Regional Transport Development I Project
(690-0236) has provided spare parts for both Zambia's and
Mozambique's fleet of G.E.-manufactured diesel electric
locomotives, In 1987, AID signed an agreement with the
Tanzanian-Zamhia Railway Authority (TAZARA) which included the
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procurement of spare parts for locomotives built by the Krupp
Company of West Germany under a G.F., license. In all three
cases, AID approved proprietary procurement waivers for G.E.
locomotive parts (totalling $12,000,000),

One criterion for proprietary procurement, as set forth in
Handbook 11, Chapter 3, Section 2.2.5b(3), is that "special
design or operation characteristics are required". 1In this
case, it has been demonstrated through experience that parts
other than genuine G.E. parts do not have the quality and
dependability characteristics critical to the success of the
locomo:ive rehabilitation and maintenance activities of the
project. Similarly, only G.E. testing equipment can be used in
the locomotive maintenance workshops to test and maintain G.E.
locomotives.

In accordance with Handbook 11, Chapter 3, Section 2.2.3a,
Mission Directors have authority to approve informal
competitive procedures (i.e. "competitive negotiation'") for
host countrv contracting when proprietary procurement is
justified. 1In this case, proprietary procurement is considered
justified, and the required G.E. parts and equipment will be
procured pursuant to competitive negotiation with the several
J.S. suppliers of G.E. parts and equipment.

Recommendation:

That, in accordance with the authority vested in you as set

forth in Handbook 11, Chapter 3, vou approve the proprietary
procurement of spare parts costing $13,500,000 and workshop

equipment costing $2,200,000 from U.S. suppliers of genuine

General FElectric parts and equipment,

Approval for Procurement of Training Services from
Government-owned Organizations

Prohlem:

To approve government-owned organizations in the SADCC region
as a suppliers of short-term training services under the
Regional Rail Systems Support Project (690-0247).

Discussion:

Pursuant to the Regional Rail Systems Support Project, a
substantial quantity of equipment and spare parts will be
procured and technical assistance furnished to the railway
authorities in Malawi, Mozambique, and Swaziland. Most of the
equipment and spare parts will be procured for Malawi and
Mozambique, with Swaziland receiving primarily technical
assistance. In each project component there is projected
measure of short-term training for local railroad personnel in
such areas . as industrial safety and health, computerization,

b~
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supplies and stores, management, staff salary and incentive
schemes, audits and internal controls and railway finance.

The principal provider of railway training services of this
kind in the SADCC region is the National Railways of Zimbabwe
(NRZ) organization. Personnel from Malawi Railways, Mozambique
Railways and Swaziland Railways have utilized previously "the
in-service, short-term training provided by NRZ. Because NRZ
is a successfuly operated railway, it is in many respects a
model fior less efficient railways in the region and could serve
as a focal point for future efforts toward procedural and
hardware standardization within the region. Therefore, it
would be desirahle to continue to utilize NRZ for short-term
training under this Project.

NRZ is a government-owned organization, which is not eligible
for financing by A.I.D. as a contractor or subcontractor,

except if its eligibility is established by waiver. (See HBIBR
Chapter 5D 10.) Authority to grant waivers to make
government-owned organization eligible is accorded to the
Mission Director when the competition for obtaining the
contract will be limited to host country firms or organizations.

It is entirely consistent with AID policy to limit the
procurement of such training to SADCC institutions. The ECPR
guidance cahle (State 102126) specifically states:

"The ECPR encouraged the Mission to consider obtaining
technical assistance and training services for the
project from experienced, successful railways. In
addition to ".S., sources, the Mission should seek
training institutions in the SADCC countries for

project participants., Training should take place in
independent bhlack states to meet program objectives and .
contribute to long-term development goals for the '
majority populations in Southern Africa".

As one of the leading railwavs in Africa and a critical
insitution for SADCC's programs, NRZ would seem to clearly meet
the above-quoted criteria for sources for participant training
under the Project, Moreover, the ECPR guidance message
referred to 86 State 074147 as the appropriate procurement
source/origin nationality ruling for this Project. In that
message, AIN/W advised that the Mission could consider all
SADCC member countries as host countries for purposes of the
authorized geographic code. This approach has been used by the
Mission in each subsequent regional project.

Recommendation:

That, based upon the above discussion and the cited AID/W
guidance, you approve the inclusion of government-owned

training institutions including NRZ, as eligible contractors

for short-term training services under this project. *(“

L
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ITI, Source/Origin and Proprietary Procurement Waiver for Bombardier

Locomotive Spare Parts - Malawi Component

A. Problein:

A source/origin and proprietary procurement waiver is requested
under the subject project to permit procurement of Bombardier
diesel electric locomotive spare parts, directly from suppliers
in Canada (source of the locomotive) in an amount not to exceed
$1,000,000.

B. Discussion:

A major component of the project is to provide spare parts to
maintain and overhaul 15 Bomdardier diesel electric locomotives
and a repair four damaged Bombardiers already in Malawi
Railway's possession. Locomotive spare parts for periodic
maintenance, general overhaul and accident rehabilitation will
cost an estimated $2,840,000. More detail on the breakdown of
these parts is provided in Annex H. and a full list of parts is
on file in the office of the Regional Engineer at
USAID/Zimbabwe.

Of the total locomotive parts to he procured under the project,
some 65 percent are manufactured in the U.S. and can be
procured competitively through U.S. primary and secondary
sellers of ALCO engines parts, G.E. electrical parts and WARCO
brake parts., The remaining 35 percent of the locomotive parts
are manufactured by Bomdardier itself in Canada and are
availahle only through Canadian suppliers. This waiver would
authorize procurement from Code 935 countries, with Canada as
the indicated source and origin, of Bombardier locomotive parts
in an amount not to exceed $1 million. This figure is derived
from an itemized parts list totalling $906,000, plus a
contingency of 10 percent, raising the amount to $997,000,
which has been rounded to $1,000,000,

The basic ohjective of this project is to sustain the capacity
of Malawi Railwavs to maintain its 19 Bombardier locomotives.
As noted above, these locomotives are manufactured in Canada,
with U.S.-made ALCO engines, G.E. electrical systems and WABCO
brake systems, also U.S.-made. Since the majority of the
componentry is U.S. source and origin (65 percent), it is
deemed appropriate for A.I.D. funding. CIDA of Canada has not
expressed interest in financing spares for these locomotives,
reportedly in part because of their high degree of U.S.
componentry,

According to Handbook 1, Supplement B, Chapter 5, Section
B.4(a), when the authorized source/origin (in this case AID
geographic code 941) may be waived if the commodity is not
available from countries included in the authorized geographic
code. Similarly, Handbook 1B, Chapter 12, Section C.3 and

WY
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Handbook 11, Chapter 3, Section 2.2.5 permit Mission Directors
to approve priorietary procurement when special design or

operational characteristics are required.

Under Delegation of Authority 551, revised, you have the
authority to approve a source/origin waiver for amounts to up
to five million dollars per transaction, 1In this case the
source/origin waiver is combined with a proprietary procurement
waiver in the same amount, $1 million, in favor of primary and
secondary sellers in Canada dealing with Bombardier locomotive
parts, Appropriate legal and technical clearances have been
obtained and your approval of this waiver will be demonstrated
by your signature below.

Recommendation:

That, for the reasons above, you (a) approve proprietary
procurement of Bombardier Yoscomotive parts, (b) waive the
eligible source and origir for these commodities in favor of
procurement from a code 935 source, and (c) certify that
exclusion of procurement from Free World countries other than
the cooperating country and countries included in Code 941,
would seriously impede attainment of U.S. Foreign Policy
objectives and objectives of the Foreign Assistance Progranm,

Clearance: RLA/SA:ESpriggs August 2, 1988

DOC. 0019w

AUAN



ANNEX F

ENVIRONMENTAL THRESHOLD DECISION RECOMMENDATION

Technical Assistance and Training

The TA and training activities for the Swaziland Mozamblque and
Malaw1 components of the Project qualify for a Categorical

Exclusion under the provisions of Reg. 16.

Railway Systems Improvements

Anticipated assistance in this area will consist of providing
spare parts and equipment for the repair, rehabilitation ané
maintenance of locomotives and wagons for the existing workshops
in Malawi and Mozambique. There is no new construction of
workshops, rail lines or any other infrastructure involved in

the program,

A minimal amount of air pollution due to dust and noise can‘be
expected in the repair period. However, these will be in
existing workshop facilities which are located in open, sparsely
populated areas, The Projects will not cause any inefficient

utilization or wastnr of natural resources in the area.

Wildlife have adjusted to the existing railroads, and no
additional obstruction to their movement will occur. With the
exception of temporary changes, no negative impact on vegeta:ion

is anticipated.



In all cases or railway improvement, positive changes will
result from improved access of the population of the Southern
African countries to import and export markets. In addition,
the people of the landlocked countries will have a direct
benefit of more reliable access to the sed., Training and supply
of material and equipment to railroad workshops will assist in

upgrading local artisan skills,

‘nticipated railway activities to be funded under this project
do not differ significantly from those under Regional Transport
Development II, for which a negative determination was
approved, In fact, initial Phase II subprojects in this sector
will likely be activities which complete or augment Phase I1I
efforts, For this reason, in conjunction with the preliminary
examination of environmental consegquences above, a negative

determination is recommended.

b



Project COuntrQ: Southern Africa Regional

Project Title: - Regional Rail Systems Support Project.
(690-0247)

Funding: SADF

LOP: $48,832,000

FY 88: $27,530,000

FY 89: $21,302,000

IEE prepared by: USAID/Zimbabwe

Environment Action Recommended:

1) Tecnhnical assistance and training for Malawi, Mozambique

and Swaziland : Categorical Exclusion.

2) Anticipated locomotive and rolling stock rehabilitation,
workshop eguippping, and supply of spare parts: Negative

Determination.

Action Recommended by: ~~ Allison B. Herrick

Director, USAID/Zimbabwe

Clearance: GC/AFR:
Bureau Environmental Officer Concurrence:

Approved: (See State 246217 Attached)

Disapproved:

n
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REF: MORRIS/RIEGELMAN TELCON 7/29/88 o AR
1. INITIAL ENVIRONMENTAL EXAMINATION FOR SUBJECT e g -z
PROJECT WAS APPROVED BY BUREAU ENVIRONMENTAL OFFICER | ... - .
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MISSION, REGRET DELAY IN ADVISING APPROVAL.  SEULTZ ™. ...
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ET
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AILAC

FOR ASSISTANT ADMINISTRATOR GLADSON FROM DIRFCTOR
4ERRICr

Ty 123568 N/A :
SUBJLCT: EESIONAL =£IL SYSTEMS SUFPORT PHCJECT (640-2247)
-= 611(L) CERTIFICATION

RTF:  STATF 1@212¢

1. FEFTEL CONTAINING ECPR APFROVAL OF PID AND PROJECT
LESIGN GUIDANCE FOR SUBJYCT FECJECT STATEL IN FAFA 8(4)
THAT A SECTION €11(F) CFPTIFICATION IS REQUIRFL FOR TEF
MOZAMBIQULI AND MALAWI PORTIONS OF TEIS FROJECT, AND TEAT
TRE CFRTIYICATICN SICUIT BF TEANSMITTFD TG AA/AFH FCT 3]V
gg TALF INTG CONSITERATION BRIOR TO FILLD APPRCVAL OF THT

o RS PFSPONSIELY AVTEORIZINC OFFTICIAL FOR THIS FEQJFCT
PURSUANT TO PEFTE! PARA 1€, 1 EERERY CFRTIFY TEAT 15
FTQUIRFMENTS OF F£p STCTION 611(X) FAVF BEEN MTT EASFD
JPON INFOEMATION CUMTAINIL IN PARZ3 3 AMNDL 4 BELOw.
ZIVERN TISHT TIME F2A“F FOR ORLIGATION, 8T eILL ASSUML,
A¥Se !T AIT/¥ ADVICT IC THY CCONTRARY, THERT T¥IS
CIRTIPICATION WILI X TA.FN INTO CONSIDEFATION EY YOU ON
Ok BX¥CR* 15 AUSUST 1532, TEF ANTICIPATID DATF OF
AUTACFIZATICN,

&« FULL TVXT OF USAIL/MALAWI €11(E) CERTIFICATION
FOLLCeS, QJUOTE:

A4S TEF OFFICER SYEVING AS FRINCIFAL RFFRESENTATIVE OF TEV
ASENTY FCR INTERNATIONAL DEVALCEMENT IN MALAWI, BAVING
TALEN INTC ACCOUNT TEY MAINTENANCF AND UTILIZATION OF
PROJTCT CAPITAL ASSISTANCY IN MALAWI PREVICUSLY FINANCFT
EY TY: UNITED STATES, NAMFLY THF CEIrWAWA-BEANGJAL ROAD,
TAE ITLONGWE-MCHINJI ROLI, T3L BLANTYRF-MWANZA-TFTE LOAD,
TEE SCIFNCEF LABORATORY LIBRARY AT TEF PCLYTICHWIC,
AGRICULTURAL RES:ARCF FACILITIES, TEF BUNDA COLLIGE
PRCJECTS, THEE ITLCNGWI SCHOOL OF HEALTA, THE RURAL PIFFI
YATE? SJPPLY PROJECT, TEE MALAWI NORTHERN TRANSPOKT
COREIDOR, AND THE PERFORMANCE OF MINISTRY OF AGRICULTURE
AND NATURAL RESOURCES, MINISTRY OF TRANSPORT AND
COMMUKNICATIONS, MINISTRY OF EEALTH, MINISTRY OF WOR.S AND

1/ UNCIASSIFIFD HARARE £72a3¢

: AID/Diat:
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FDO:GMORF
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1/ | UNCLASSIFIED EARARF #3-55

STPPLITS, MALA¥I RAILWAYS (LA«Y SFRVICES) WITH RFGARD TO
FREVIOUS AND ON-GOINS AID PROJECTS IN MALAWI, I HERFEY
CERTIFY TEAT IN MY JIDGEMENT THF GOVERNMENT OF MALANI HAS
TAE FINANCIAIL AND MUMAN RFSQURCE CAPARILITIES TO MAINTAIN
AND UTILIZY FFFECTIVILY TEY CAFITAL ASSISTANCE TO B
CARRIF¥D CUT UNDTE TEIS FEOJECT.

SIGNEL EY

RICELRD SECKTLIDGE
ACTING MISSION DPIRECTCR
USAID/MALAVI

DATE: JULY 21, 19e8
UNQUCTE,

4. FULL TEXT OF USAIL/MOZAMBIQUF 611 (E) CERTIFICATION
FOLLCwS, QUOTE:

THY RFGIONAL RAIL SYSTEMS SJPPOPT PROJECT WILL STRENGTETA
AND TXFAND TEYL CAFACITY AND OFFRATIONAL EFFICIENCY OF
REGICNAL RAIL TRANSPCFT IN MaLAWI, MOZAMBIQUE ANT
SeAZILAND AS WXLl 8S TEY OTEFR SADCC COUNTRIFS. 1IN
MCLAMZICUY, T35 PROJECT WITL PROVIDY FUNLING FOR
LOCOMUTIVF ANT WAGON HEEAEILITATION, CONSTRUCTION AND
EFFAIE CF MAINTENANCE WORKSEQFS, PROCUREMENT AND
INVENTORY CONTRCL, SPARE PARTS FCR LOCOMCTIVF
MAINTFNANCE, AND TECENICAL ASSISTANCE,

MOZAMPIQUE IS COMMITTID TO TEIS PRCJECT AND 3AS AGREXD TO
FROVIPE LAND FOR EOUSING, CCUNTFRIART STAFF AND EXTENSIVE
SECURITY MFASUXLS TO PRCTECT TEEF INVESTMENTS OF AID AND
OTBYR DONCRS IN TEFIK RAIL NFTWORLS.

TEE UNITED STATFS 3AS PEEVIOUSLY PROVIDFL FUNDS TO
MCZAMEIQUF AND SFECIFICALLY CFM, FOK LOCOMOTIVY
BLGAMILITATICN, wO®/S3I0F CONTRUCTICN, AND TRAINING, 1IN
RIDITIOv, TET 7,5, GOVERNMFNT EAS PROVIDYL EXTEINSIVT FPOOT
1L, TO LaTi, THE MOZAMBICAN GOVERNMENT EAS EEEN
ACTIVILY INVOLVEL IN TEF IMPLFMENTAIION CF PROJECTS AND
EAS FEOVIDEL TEYT KF¥CYSSARY FUNDS AND COUNTEEFARTS TC
*PFFOTIVEIY MAINTAIN ANZ UTILIZY® %¥SCURCES PRCYILED ty
THE U.S5. GOVIRWMEINT, J¥OR THF FORISLEAELE FUTURE, BOTE

1/ UNCLASSIFIED AARARE ex38%



e/ue UNCLESSIFIND RAFALY g3gsa

TEE PYELIC AAD PXIVATY SFCT02S v MOTAMEIJUF &1Ll
(GONTINI: TC NERL EATEENAL SUPPLEMENTS TO THEIR FINANCIAI
ANT- EIMAN RESOLRCFS.

IN COMBINATION vITH Txt TECENICAL ASSISTANCE BFING
FFOVIDYD UNDVR TED! RTGIONAL RAII SYSTEMS SUFFURT FRUJECT,
I CE-TIFY TH4T TRE MUZAMEICAY GOVERNMUNT 84S TAa%
FINENCIAL AND E'IMAY 3} sCULCE CArAEILITY TO FFFiCTIVELY
MAINTLIN AND UTTIIZE TAD U.S. GOVEINMFNT RESOURCTS w:ICKE
WILL BE FROVIDYD UNDIE TEIS FRCJECT,

SIGNEZD EY
JAMES E. PURCEL! '
AID KEPRESENTATIVE, 4.l

UNQUoTE, RAVLINGS
kT
#333¢
NNNY
'2/2p» UNCLASSIFIED  HARAKT 23335
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SUBJECT:  REGIONAL RAIL SYSTEMS SUPPORT PROJECT i
(698-0247) - 611 (E) CERTIFICATIONS i
1

REF: HARARE 03885

AA/AFR EAS FAVORABLY TAXEN INTO CONSIDERATION THE 611
(E) CERTIFICATIONS OF THE ACTING DIRECTOR OF [
USAIL/MALAWI AND ACTING A.I.D, REPRESENTATIVE OF . 0*"
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