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A. Background
 

1. 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 Cape Gauge (1,067 mm) and comprises five major
 
networks or traTsport "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.
 



- 2 . 

(b) 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.
 

(c) 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 the Beira port for Zambian copper

increased in 1987 due to a major shift from the South 
 ij
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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.
 

1) 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-eastern 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 I.S 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

S00,000 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. 
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(e) Lobito (Benguela) 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 year. 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.
 

2. 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
 
today, intraregional trade accounts for only five percent of
 
the combined trade of SAPCC member countries. This has
 
resulted in railway systems 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 systems 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.
 

Table 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 I 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
 

1 



Table 1
 

TRADE VOLUMES AND DISTRIBUTION OF SADCC COUNTRIES
 
(000'S Tons)
 

COUNTRY TOTAL TRADE WITh TRADE WITH OTIRI ROUTE DISTRIBUTION FOR OVERSEAS TRADE 
VOLUME RSA AFR. COUNTRIES 

CURRENT 1990 1995 2000 
Curr 90 95 2000 Curr '90 '95 2000 :urr '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 23 191 228 72 0 2 0 70 0 0 0 71 0 2 0 81 0 2 0 
Zambia 771 817 788 805 0 0 0 0 231 255 282 330 200 310 30 0 0 527 33 102 0 382 23 101 0 366 22 87 
Zimbabwe 2240 2430 2650 2850 348 352 379 397 810 896 876 90A 670 0 412 0 397 0 785 0 332 0 1063 0 353 0 1192 0 
Nozambique - - - . . . 0 0 324 0 0 0 1197 0 0 0 1765 0 0 01901 0 
Lesotho 10 10 15 20 9 9 14 18 0 0 0 0 1 0 0 0 1 0 0 0 1 0 0 0 2 0 0 0 
Ialawi 290 309 328 339 6 8 8 9 72 73 67 61 154-13 45 0 64 84 80 0 11 16 226 0 12 17 240 0 
Swaziland 1210 1285 1655 2185 385 317 320 324 85 102 109 108 415 0 325 0 366 0 500 0 419 0 807 0 599 17 1154 0 
Zaire(Shaba) 227 290 303 Z18 1 1 2 2 23 24 28 30 24 129 0 0 28 41 0 186 2 53 0 218 0 65 0 21 

-ThPORTS 

Botswana 848 975 1140 1410 613 686 771 934 176 236 295 375 59 0 0 0 53 0 0 0 72 0 2 0 99 0 2 0 
Zambia 727 798 816 813 144 144 95 45 228 241 263 263 15 340 0 0 0 327 5 81 0 374 17 67 0 411 27 67 
ima we 136S 1375 1120 121S 864 821 505 461 136 143 293 336 255 0 110 0 150 0 261 0 138 0 284 0 118 0 300 0 

Mozambique - - -. -.. 0 0 1370 0 0 0 1405 0 0 0 1655 0 0 01870 0 
Lesotho 580 1050 1300 1600 800 900 1225 1510 0 0 0 0 50 0 0 0 60 0 0 0 75 0 0 0 90 0 0 0 
Malawi
Swaz ilIand 

517 528
565 $7 

544
630 

582
71S5 

209 127
485 490 

62
450 

6
505I 

137 128 141
30 20 110 

,159
130 

165
9 

6 0
1 

0
1 

105 134
30 0 

34
30 

0
0 

9
40 

52
0 

280
30 

0
0 

11
4S 

56
0 

296
'35 

0
0­

Zaire(Shaba7 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
 

0. o 
I. I < W 1 . ­

< -J 

2922 3135 3462 1980 1365 ­ 3806 1545 CAPETOWN 

2422 3234 2962 2000 830 - 3306 1565 PORT ELIZABETH 

2027 2839 2567 1605 666 565 2911 1170 DURBAN 

2362 2959 3174 1940 830 - 3246 15 M EAST LONDON 

1828 2640 2368 1855 844 387 2712 1420 RICHARDS BAY 

1193 2005 2545 1240 1175 230 2889 1675 MAPUTO 

605 2073 649 1308 - - 993 173 BEIRA 

13 4 1888 814 2057 - - 1158 - NACALA 

3513 2045 1800 3200 - - 1635 3635 OAR ES SALAAM 

3758 2290 3374 3445 ­ - 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. 
2J Rail distances from Blantyre &Liongwe to RSA. ports are via road between 

Blantyre 9 Harare. 
3.) Distances from Zimbabw to Richards Bay & Durban,assume uskig the 

Northern rail route through Swaziland. 



3. Role of SADCC and SATCC
 

(a) 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.
 

(b) 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;
 



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

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

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

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

B. Project Rationale
 

1. 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, SAPCC
 
governments are actively involved in efforts to secure the
 
major transport links, particularly rail lines. Troops from
 
Zimbabwe and Mozambique 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. Due 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 between 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
 
.987. South Africa's cargo, using the CFM(S) system, amounted
 
to 7 million tons in 1974; however, the figure dropped to less
 
than I million tons in 1987.
 

K_ 
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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. In
 
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, and 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. In many instances, the costs of
 
particular types of traffic are really not known. This
 
situation not only leads to discriminatory pricing and crops
 
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 / 
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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.
 

2. 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.I.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). In 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
 



examined the constraints to improving the performanc.e 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.
 

3. 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 ( } 
sector. 
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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 pr6po3ed 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
 



- 13 ­

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.
 

C. Summary and Recommendations
 

1. 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
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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
 
$1,250,000 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 CFki with the capability to continue
 
to maintain its locomotive fleet, thereby sustaining the
 
gains made in availability rates and efficiency of
 
operations.
 

(c) Swaziland Railways
 

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 SR 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

technical assistance effort for this component of the
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project: Chief Executive Officer, Financial Director,
 
Commercial/Marketing Advisor, 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 . 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).
 

2. 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
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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.
 

3. Project. Evaluations
 

An evaluation plan has been developed for each component of the
 
project 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
 

2'1
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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). In 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 (Mission Contract)
 
- Training Specialist (IQC)
 
- Commodity 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
 
per'formance. 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
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its emphasis on institution building. It 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 SUPPORT PROJECT
 
-- EXA
 

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(1) applies to all
projects funded with Development Assistance;
B(2) 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. 
FY 1988 Continuing Resolution Sec. 523; 
 N/A
FAA Sec. 634A. If money is sought to
 
obligated for 
an 
activity not previously
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 
obligation in excess of $500,000, willthere be (a) engineering, financial or 
other plans necessary to carry out the
assistance, and (b) a reasonably firm 
estimate of the cost to the U.S. of the 

Yes. See Technical 
Analysis and Fina­
ncial Plan of Projec 
Paper 

assistance? 

3. FAA Sec. 611(a)(2). If legislative
action is required within recipient 
country, what is the basis for a 
reasonable expectation that such action
will be completed in time to permit
orderly accomplishment of the purpose of 
the assistance? 

No further legis­
lative action is 
required 

http:CHECKLIST.UP
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4. 
FAA Sec. 611(b): Fy 1988 Continuing

Resolution Sec. 501. 
 If project is 
for Assistance 
is not fo0
water or water-related land 
resource 
 such purpose
construction, have benefits and costs

been computed to the extent practicable

in accordance with the principles.

standards, and procedures established
 
pursuant to 
the Water Resources Planning

Act (42 U.S.C. 1962. e!t Lt_.)? (See

A.I.D. Handbook 3 for guidelines.)
 

S. 
 FAA Sec. 6 11(e). If project is capital
assistance (e._.. construction), and 
Yes. See Annex G of
 
Project Paper
total U.S. assistance for it will exceed
 

$1 million, has Mission Director
 
certified and Regional Assistant-

Administrator taken into 
consideration

the country's capability to maintain and
utilize the project effectively?
 

6. FAA Sec 
 209. Is project susieptible to Project is part of
execution as 
part of regional or 
 AID's Southern Africa
multilateral project? 
 If so, why Is Regional Program
project not 
so executed? Information and
conclusion whether assistance will
 encourage regional development programs.
 

7. FAA Sec. 601(a). Information and 
 a) Yes,
conclusions it will expan
on whether projects will 
 trade between Malawi,
encourage efforts of 
the country to: 
 Mozambique, Zambia 
an
(a) increase the flow of international Zimbabwe
trade; 
(b) foster private initiative and 
b) Yes, for corridor
competition; (c) encourage development 
 operations
and use of cooperatives, credit unions, 
 c) Neutral
and savings and loan associations; 
 d) Neutral
(d) discourage monopolistic practices; 
 e) Yes by reducing
(e) improve technical efficiency of rail 
transport costs
industry, agriculture and commerce; and 
 and insuring greater
(f) strengthen free labor unions, 
 rail efficiency and
 
8. FAA Sec. 601(b). reliability
Information and 
 f) Neutral
conclusione 
on how project will encourage
U.S. private trade and investment abroad 
US firms will be
and encourage private U.S. participation competing for
in foreign assistance programs 
(includingcommodity supply and
use 
of private trade channels and the TA 
contracts
services of 
U.S. private enterprise).
 

9. 
FAASecs. 612(b), 636(h). Describe steps
taken to The Malwi,
assure that, 
to the maximum Mozambique and
extent possible, the country is 
 Swaziland Government
contributing local currencies to 
meet the are 
expected to
cost of contractual and other services, 
 contribute $5.75
and foreign currencies owned by the U.S.
are utilized in lieu of dollars. 
million of the
 
total estimated QY 

project cost. The U.S. Government does
 

not own any foreign currencies that may be used for the project
 



1o. FAA Sec. 612(d). Does the U.S. own 

excess 
foreign currency of 
the country
and, if 
so, what arrangements have been

made for its release?
 

11. 
FY 1988 Continuinq Resolution Sec. 521.
If assistance is 
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 capacity becomes operative,
and is such assistance likely to cause

substantial injury to U.S. producers of
the same, similar or 
competing commodity?
 

12. 
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 reduced tariffs on 
articles
assembled abroad from U.S.-made 

components) be used directly to procure

feasibility studies, prefeasibility

studies, or 
project profiles of potential

investment in. 
or to assist 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
gloves or 
leather wearing apparel?
 

13. FAA Sec.119(g)(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-term

agreement in which the 
recipient country

agrees 
to protect ecosystems or 
other
wildlife habitats; 
 (c) support efforts
 
to 
identify and survey ecosystems in
recipient countries worthy of

protection; 
 or 
(d) by any direct or
indirect means significantly degrade
national parks 
or 
similar protected 
areas
 or introduce exotic plants or 
animals
 
into such areas?
 

No 

NiA
 

No
 

No,
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14. EAA 121(d. 
 If a Sahel project, has 
a
determination been made that the host
 government has 
an adequate system for
accounting for and controlling receipt
and expenditure of project funds 
(either

dollars 
or 
local currency generated
 
therefrom)?
 

15. FY 1988 Continuing Resolution. If
assistance is 
to be made to a United

States PVO (other than a cooperative

development organization), does it obtain
at 
least 20 percent of its 
total annual

funding for international activities from 

N/A
 

sources 
other than the United States
 
Government?
 

16. FY Continuing Resolution Sec. 
541. If
assistance is 
being made available to a
PVO, has that organization provided upon
timely request any document, file, N/A
or 

record necessary to 
the auditing

requirements of 
A.I.D., and is the PVO

registered with A.I.D.?
 

17. FY 1988 ContinuingResolution Sec. 
514.
If funds are 
being obligated under an
appropriation account to which they were
not appropriated, has prior approval of
the Appropriations Committees of Congress 
N/A
 

been obtained?
 

18. FY Continuing Resolution Sec. 
515. If
deob/reob authority is 
sought to be
exercised 
in the provision of assistance,
are 
the funds being obligated for the 
 N/A
same 
general purpose, and for countries
within the 
same general region as

originally obligated, and have the
 
Appropriations Committees of both Houses
 
of Congress been properly notified?
 

19. State AuthorizationSc. 
 139 (as
interpreted by conference report).

confirmation of the date of 

Has This provision

signing of 
 will be complied
the project agreement, including the 
 with.
amount involved, been cabled to State L/T
and A.I.D. LEG within 60 days of 
the
agreement's entry into force with respect
to 
the United States, and has the full
text of 
the agreement been pouched to
those 
same offices? 
 (See Handbook 3,
Appendix 6G for agreements covered by
 

this provision).
 



B. FUNDING CRITERIA FOR PROJECT
 

I. Development Assistance Project criteria
 

a. FY 1988 Continuing Resolution Sec. 
552 (as interpreted by conference Assistance is not 
report). If assistance is for for agricultural
agricultural development activities 
 development
 
(specifically, any testing or de v ite s.
 
breeding feasibility study, variety activities.
 
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 third country
 
with exports of a similar commodity
 
grown or produced in the United
 
States. and can the activities
 
reasonably be expected to 
cause
 
substantial injury to U.S. exporters
 
of a similar agricultural commodity;
 
or (b) in support of research that is
 
intended primarily to benefit U.S.
 
producers?
 

b. 	PAA Secs. 102(b), 111. 113. 281(a).
 
Describe extent to which activity

will (a) effectively involve the poor
 
in development by extending access to
 
economy at local level, increasing
 
labor-intensive production and the
 
use of appropriate technology,
 
dispersing investment from cities to
 
small towns and rural areas, and
 
a) 	 The project focuses on improving the capacity,
 

capability and operational efficiency of the
 
Mozambique, 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.
 



-6 ­

insuring wide participation of the
 poor in the benefits of development
 
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
 
participation of 
women in the
 
national economies of developing

countries and the improvement of
 
women's status; and (e) utilize and
 encourage regional cooperation by

developing countries.
 

c. 	FAA Secs. 103, 103A. 104. 105. 106.
 
120-21. 
 Does the project fit the
criteria for the source 	 Yes. Section 106
of funds
 
(functional account) being used?
 

d. 
FAA 	Sec.'107. Is emphasis placed 
on 	 Yes. It emphasizes
use 	of appropriate technology 
 technology transfer
(relatively smaller, cost-saving, through on the
labor-using technologies that are 
 job 	training and
generally most appropriate for the 
 training at
small farms, small businesses, and 
 appropriate regional
small incomes of the poor)? 
 institutions.
 

e. 
FAA 	Secs. 110, 124(d). Will 
the Requirement is
recipient country provide at 
least 25 inapplicable per
percent of the costs of 
the program, 
 HB3, App 2G since
project, or activity with respect to 
 this is a regional'
which the assistance is 
to be 
 project.

furnished (or is 
the 	latter
 
cost-sharing requirement being waived
 
for a "relatively least developed"
 
country)?
 

f. 	 FAA Sec. 128(b). If the activity

attempts to 
increase the

institutional capabilities of private 
Yes

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?
 



-7­

' FAA $eC. Z81(b). Describe extent to 
 was requested by
Project assistance
 
which program recognizes the wad
particular needs, desires, and 
 SADCC and
capacities of the people of the 
 involved. The
 
country; 
utilizes the country's
intellectual resources project encourages
to encourage institutional
 
institutional development; 
and development and
supports civil education and training technology

in skills required for effective transfer through
participation in governmental 
 training.
 
processes essential 
to
 
self-government.
 

h. FY 1988 Continuing Resolution Sec.
538. Are any of the funds to be used
for the performance of abortions as a 
 No

method of family planning or to

motivate or coerce any person to
 
practice abortions?
 

Are any of the funds to be used to
 
pay for the performance of
 
involuntary sterilization as a method No
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 No

methods of, or 
the performance of.
 
abortions or involuntary
 
sterilization as 
a means of family
 
planning?
 

i. FY 1988 Continuing Resolution. Is

the assistance being made available
 
to any organization or 
program which
 
has been determined to support or 
 No

participate in 
the management 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 
 N/A
voluntary family planning projects

which do not 
offer, either directly
 
or through referral to or information
 
about access to, a broad range of
 
family planning methods and 
services?
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J 	 FAA Sec. 601(e). Will the project

utilize competitive selection 

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

k. 	 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

which more than 20 percent of the 

students are Hispanic Americins, 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)?
 

1. 	FAA Sec. 118(c). Does the assistance
 
comply with the environmental
 
procedures set forth in A.I.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
 
slash-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 institutionr
 
will be eligible
 
for certain
 
contracts under
 
the 	Project.
 

Yes. Work is
 
contained within
 
existing
 
Railway
 
facilities.
 



or degraded; 
 (f) conserve forested
 
watersheds and rehabilitate those
 
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 and long-term value
 
of tropical forests; 
 and (k)/utilize

the resources and abilities of all
relevant U.S. government agencies?
 

m. FAA Sec. 118(c)(13). If the
assistance will support a program or
 
project significantly affecting

tropical forests (including projects 
 N/A
involving the planting of exotic
 
plant species), will the program or

project (a) be 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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n. 	 FAA Sec. 118(c)(14). Will assistance
 
be used for () the procurement or
 
use of logging equipment, unless an
 
environmental assessment indicates
 
that all 
timber harvesting operations No
 
involved will 
be conducted in an
 
environmentally sound manner 
and that
 
the proposed activity will produce

positive economic benefits and
 
sustainable forest management

systems; or (b) actions which will
 
significantly degrade national parks
 
or similar protected areas which
 
contain tropical forests, or
 
introduce exotic plants 
or animals
 
into such areas?
 

o. 	 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 forest 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
 
significantly and directly to
 
improving the livelihood of the rural
 
poor and will be conducted in an
 
environmentally sound 
manner which
 
supports sustainable development?
 

p. 	 FY 1988 Continuinq Resolution 
 If
 
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 N/A

devel'opment and economic growth that
 
is equitable, participatory.
 
environmentally sustainable, and
 
self-reliant; 
(b) 	being provided in
 



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;

(d) being used to help overcome
 
shorter-term constraints 
to long-term

development, to promote reform of
 
sectoral :conomic policies, to.
 
support the critical sector
 
priorities of agricultural production

and natural resources, health,

voluntary family planning services.
 
education, and income 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 to

take into account, in assisted 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
 
conditions 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 educationbl system and 

improve primary education, and 

to
to
 

develop income-generating
 
opportunities for the unemployed and:

underemployed in urban and rural
 
areas?
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2. Development Assistance 
(Loans Only) 

Prolect Criteria N/A 

a. FAA Sec. 122(b). Information andconclusion on capacity of the country to 
repay the loan at a reasonable rate of 
interest. 

N/A 

b. 

c. 

d. 

FAA Sec. 620(d). If assistance is for any productive enterprise which willcompete with U.S. enterprises, is there 
an agreement by the recipient country to 
prevent export to the U.S. of more than
20 percent of the enterprise's annualproduction during the life of the- loan,
or has the requirement to enter i..to such 
an agreement been waived by the President 
because of a national security interest? 

FY 1988Continuing Feso1ution. If for a
loan to a private sector institution fromfunds made available to carry out the
provisions of FAA Sections 103 through
106, will loan be provided, to themaximum extent practicable, at or near
the prevailing interest rate paid on 
Treasury obligations of similar maturity
at the time of obligating such funds? 

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

N/A 

N/A 

N/A 
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3.1conomic Support Fund Project Criteria
 

FAA 	Sec. 531(a).
a. 	 Will this assistance
 
promote economic and political

stability? To the maximum extent N I
 
feasible, is 
this assistance consistent
with the policy directions, purposes, and
 programs of 
Part I of 
the 	FAA?
 

b. 	FAA Sec. 531(e). 
 Will this assistance be
used for military or paramilitary 
 N/A

purposes?
 

c. 
 FAA 	Sec. 609. If commodities ate to 
be
granted so that 
sale proceeds will 
accrue 

to the recipient country, have Special 

N/A
 

Account (counterpart) arrangements been
 
made?
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5C(3) -
STANDARD ITEM CHECKLIST
 

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
 

1. FAA Sec. 602(a). 
 Are there arrangements

to permit U.S. small business to

participate equitably in the furnishing 

Yes small
 
businesses 
are
of commodities and services financed? 
 eligible as
 
suppliers.


2. FAA Sec. 604(a). 
 Will all procurement be
from the U.S. except as otherwise 

determined by the President or 

Yes
 
under
 

delegation from him?
 

3. FAA Sec. 604(d). 
 If the cooperating 
 Malawi, Mozambique
country discriminates against marine 
 and Swaziland do
insurance companies authorized to 
 not descriminate
business in the U.S., 
do 


will commodities be 
 against Marine
insured in the United States against

marine risk with such 

Insurance Companies
a ,company? 
 authorized to 
do
 

4. FAA Sec. 604(); ISDCA of business in the
1980 Sec.

i05(a). U.S.
If non-U.S. procurement of
agricultural commodity or 
product thereof

is to be financed, is 
there provision 
 N/A
against such procurement when the
domestic price of 
such commodity is less
than parity? (Exception where commodity

financed could not reasonably be procured

in U.S.)
 

5. FAA Sec.604 
. Will construction or
engineering services be pocured 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
 

Vt' 
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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 programs of
 
these countries.)
 

6. 	FAA Sec. Is
603. the shipping excluded

from compliance with the requirement in
section 901(b) of the Merchant Marine Act
of 1936, as amended, that at 

No
 
least
 

50 percent of 
the gross tonnage of

commodities 
(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 vessels are
available at 
fair and reasonable rates?
 

7. 	FAA Sec. 621(a). If technical assistance

is financed, will such assistance be

furnished by private enterprise 

Yes
 
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 N/
enterprise, and made available without

undue interference with domestic programs?
 

8. 	 International Air Transportation Fair
 
Competitive Practices Act 
 1974. If air
transportation of 
persons or property is

financed on grant basis, will 
U.S. 
 Yes
carriers be used 
to the extent such
 
service is available?
 

9. 	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

termination of such contract for 	

Yes
 
the
convenience of 
the United States?
 

10. 	EY 1988 Continuing ResolutionSec.524.

If assistance is for consulting service
 
through procurement contract pursuant to
5 U.S.C. 3109, 
are 	contract expenditures 
 N/A

a matter of 
public record and available

for public inspection (unless otherwise
 
provided by law or 
Executive order)?
 



- 16 -

B. CONSTRUCTION
 

1. FAA Sec. 601(d). If capital (e..
 , Although U.S.
construction) project, will US. 
 construction
engineering and professional services be
used?an and engineering
 
en i e r g
services 


firms
 
2. FAA Sec. 611(c). If contracts for
construction are 

will be eligible,
to be financed. will 
 it is anticipated
they be let on a competitive basis 
to that local or
maximum extent practicable? Yes 
 regional

construc tion
 

3. FAA Sec. 620(U. If for construction of 
and A & E firms
 

productive enterprise, will aggregate 
will be used.
 

value of assistance to be furnished by

the U.S, 
not exceed $100 million (except

for productive enterprises in Egypt that 

N/A
 

were described in the CP), 
or does

assistance have the express approval of
 
Congress?
 

C. OTHER RESTRICTIONS
 

1. FAA Sec. 122(bI. If development loan
 
repayable in dollars, is 
interest rate at
least 2 percent per annum during a grace 
 N/A
period which is 
not to exceed ten years,

and at least 3 percent per 
annum
 
thereafter?
 

2. FAA Sec. 301(d). 
 If fund is established
 
solely by U.S. contributions and

administered by an international 
 NIA
 
organization, does Comptroller General
 
have audit rights?
 

3. FAA Sec. 620(h). Do arrangements exist 
 Such arrangementq

to 
insure that United States foreign aid 
 exist.
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
 

[12­
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4. 	Will arrangements preclude use of
 
financing:
 

a. 
FAA 	Sec. 104(f); FY 1987 ContinuinQ

Resolution Secs. 
525. 538. (1) To
 pay 	for performance of abortions as 
a (1) Yes
method of 
family planning or 
to (2)_ Yes
motivate or 
coerce persons to 
 (3) Yes
practice abortions; 
(2) 	to pay for (4) Yes
performance of 
involuntary

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 whicb
 
relates, in whole or 
part, to methods
 
or the performance of abortions or
involuntary sterilizations 
as a means
of family planning; 
or (4) to lobby

for 	abortion?
 

b. 	FAA Sec. 483. 
 To make reimburse-
 Yes
 
ments, 
in the form of cash payments,

to persons whose illicit drug crops
 
are 	eradicated?
 

C. 	FAA Sec. 620(q). To compensate

own?rs for expropriated or 	 Yes
nationalized property, except to
 
compensate foreign nationals in
accordance with a land reform program

certified by the President?
 

t. 	 FAA Sec. 660. To provide training.

advice, or any financial support for

police, prisons, or other law 

enforcement forces, except for 

Yes
 

narcotics programs?
 

e. 	rFAASec. 66Z. Yes
For CIA activities?
 

f. 	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 

Yes
 

waiver is obtained?
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g. Fy 1988-Continuing Reso ution sec. 
503. To pay pensions. annuities,
retirement pay, or adjusted servicecompensation for prior or current 
militz Cy personnel? 

Yes 

h. FY 1988 Continuing Resolution Sec.
505. To pay U.N. assessments. 
arrearages or dues? 

Ye1 

i. FY 1988 Continuing Resolution Sec.506. To carry out provisions of FAAsection 209(d) (transfer of FAA funds 
to multilateral organizations for 
lending)? 

Yes 

j. FY 1988 ContinuingResolution Sec.510. To finance the export of 
nuclear equipment, fuel, or 
technology? 

Yes 

k. FY 1988 Continuing Resolution Sec.511. For the purpose of aiding the
efforts of the government of such 
country to repress the legitimate
rights of the population of suchcountry contrary to the Universal 
Declaration of Human Rights? 

Yes 

I. FY 1988 ContinuingResolutionSec.516; State AuthorizationSc. 109. 
To be used for publicity orpropaganda purposes designed tosupport or defeat legislation pending
before Congress, to influence in anyway the outcome of a political
election in the United States, or forany publicity or propaganda purposes
not authorized by Congress? 

Yes 
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ri RLIPC #2126/el e921144 U&LE
 
ZNR UUUUU ZZHG: "-:-

I B e111792 APR 8E PTJT)I

FM SECSAT WASHDC A 5988 
TC RTBJ B/AVIVEASSI FARARE PRIORITY 62e4
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'JNCLAE. SICTICN el CF e4 STATE 102126
 

AIn.C FOR NAIROBI FOR RErSO/i "- - --


F.C. 12.25E N/A .Iu Iu-- -I --. 

SUBJECT: SARP RIGICNAL RAIL SYSTEMS SUPPORT PROJECT _- --- I__-

PAPER GuirAniC (e~zi-e2?) ­
1. TH. ID FOR THY SUBJYCT PROJECT WAS APPROVED A .H-N .NTA 

YARCH 1ECFE, USAI£/SARP, IN COILABORATION WITH
 
PAPRICIIA-IN$ BILATERAL tISSICNS, IS AUTHOFIZED TO 'i.-- T:
 

PFOCEID WITH BEE IINAL rISIGN AND APPROVAL OF THE
 
PRCJEC' PAFER. FAFA. 10 CONTAINS AN AD HOC rEIEGATION
 
CT A.UIHCRITY TO USAID/SARP TO AU'IHCPIZE THE PRCJICT.
 
THIS CAIL1 FROVIIES DiTAILIr uUIDANCE FOR PP DEVELOPMENT
 

-- R(JIOT !R.AT]ONAIE.­

--. *-It.FACT -0N FiGICNAI TRAFFIC ILOIS. THE IMPLICIT 
.SS12rION IN TPI EID IS THAT ANY INCREASl INC.RRYING 
CAPAC]V-.OI TBi OZAV.,IQUE RAILWAYS WILL, IN AND 0F.. 
IleLY, iLS I NIF E SHIFT OF-TRAFFIC IRO1 OTHER ROUTES
 
7IC TA<E ADVANTAGE CF THAT CAPACITY. PRESU1~ABLY9
 
ECFVIR, OTHER 11"TORS BIYOND AVAILABILITY OFI iAIl-AY
 
CARRYING CAPACITY INTER INTO rICISIONS TO USE A
 
PARTICUIAR-}OU F. THESI WOULD INCLUDE TARIFF RATFS, THE
 

-"sI]1D"-%Nr FYIIA3lIiTY O 11LIVPY;*ANDTHE SECURITY O 
-ZoC-r-S IN "'PANSII AND AT IRANSSHIPMINT PCINTS. - THE PP -

SK2JUIflNCIUDE A FROADER DISCUSSION OF._THE .SOUTHERN
 
"-- WHICH TDXNTIFIES-

IACTOPS, INAr.IITION TO -PHYSICALDCAPACI'Y, WFIC..
 
CCNSTIEAIN 'IlE tCVFI ]N C1 GOODS TERCU]r MC2A.BIQUE. THE
 
PP SBCUID ASSISS ThY IMPORTANCE OF THESI CONSTRAINTS, TY
 
WAl 0 STABLISBING THE RPTIONALE TOR TBF PROPOSED
 
PPOJECT DISIGN. TEE QUANTIFIED END CY PROJICT -STATUS
 
(FOPS) TARGET TOR INCREASED TRAFFIC THROUGH V.OZ.M2IQUE
 
SHCLII 1AK1 INTO ACCOUNT THIS] FACTORS.
 

UNCL.ASSIFIED STATE 102126/01
 

http:CAPAC]V-.OI
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() PORI CAP.CITY. T.;E .ROJFCT PURPOSE IS TO INCREASE
 
TEE CAPACITY kNE FIFICINCY 01 RIL SYSTEMS IN THE SADCC
 

-R-FION-. IIE PFCJECT EXPLICITLY EXCLUrES ASSISTANCE FOR 
pCRT IIVELCPMlNT, PLIHOU H THE FID TEAM FANKFD ONE PCFT
 
PC'IVIIY (DIIFrFIN AND REALIGNMENT OF THE CEANNYL AT
 
'AM-UTO) AHRAD 01 THE S*AZIIAND TECHNICAl ASSISTANCE

BCIIVITY WHICH IS PROPOSED FOR FUNDIN3 UNDER THE
 
PROJECT. THE FP SHOULD DISCUSS WHAT IS BEING rONE BY
 
THI GiBR" AND OTHER DONORS TO INCREASE THE CAPACITY OF
 
MOZAMBICAN PORTS TC ACCOMODATE PROJECTED RAIL TRAFFIC
 
FLOWS. BASED ON THIS ANALYSIS, THE PP SHOULD VERIFY
 
bHFTH R OR NCT FORT CAPACITY IS A PCTEN7IAI BOITLENECK
 
TO INCRASED TRANSIT OF IMPORTS AND EXPORTS THROUGH
 
MC2 AIPMQUI. 

7. 4SSI 'iANCE TO ACZAVBIQUI. SECTION 590 CF THE FY-Be
 
CCNTINUIN" RFSCLUTICN REQUIRES THAT, PRIOR TO OBLIGATION
 
CF kNY FUNDS (IILAIERAL OR SADCC) YOR THE GCVERNMENT OF
 
t0C2AMIICUE, T}E PPESIDENT MUST SUBMIT A REPORT TO
 
CON'RESk CN THE EXTENT TO HICH (1) RHE GPRM HAS ENTREiD
 
INIC A IIALOGUF WIlB THE CkTHOLIC CHURCH ON IHE RIURN
 

OF CHURCB PBOFIRTY, (2) TEE GPRM HAS TAKEN STEPS TO
 
ASEURY .3AIST EXPROIRIATICN C FRIVATE PROPERTY, AND
 
(3) TH- NUMFRS O SOVIET/EASTIRN BLOC tMILITARY/SECURITY
 
P-RSCNN3I AF! - EIN" REDUCED. IN ADITION, PRIOP TO
 
C.IIGkTION CF SqACC FUNDS FOR ACIVITIES IN MCZAMBIOUF, 
TH SADCC APPROPRIATION PROVISION OF THE CR REQUIRES

THAT IHI FRESIDINT CERTIFY 7HAT SUCH ASSISTANCE IS IN
 
THI N TJONAL IY.IERST. TH REPORT TC CCNG.ISS IS
 
FXFECIEI TO 21 SUBMITTEI !Y TIFF END OF vARCH. THE
 
C!?TITICAIICNE %IIlh ICRWARDFD AT A LATER DASE, PRICE
 
TC TEE AUTFORI2!IICN NI CBLIGATION CE FUN]S.
 

THE ICU AISC DISCUSSED lEE APPRCPRIATFNISS CE A.I.D.
 
FINANCING O
 
CF-TH---LvC UR I 'IY -S I5UATIO,...S -ERA.--?QTS RE -MA-E0-I--

FAVOR CT PROCEEDING WITH H]E PRCPCSED PROJICT
ACTI VITI ES ; -- i I R 5 T-,- - F --- l-S--NO GMV-I--G-A 1 0 NG---T HF- - -

BEIPA CCREIICR \'HIRI SECURITY PAS1IPRCVED ANW-DOYNTIV!
 

rUE TO ICTS OF SABOTAGE ALONG THE CORRIDOR EAS
 
TFICRTVIIY DYCREASED. STCOND, THE PROJECT ACTIVITIES
 
'*IlL 1E ICCATIE IN FAFUTO AND PEIRA WHICH HAVE NOT
 
sINTRALIY BEEN TARGETS OF VIOLENCE. TFIRD, THE XCONOMIC
 
J'S'IIIICklIC.N TCR -THE PPOJICT DOIS NOT REQUIRE "P'P.AI.T
 
INCRFASID SFCUIITY. IN EACT,"TRFE HII-STPUD1SINDTCATE' 
-TaAjl-4c4~Au~ A1O' XP~E-NET VALUE-po PRESENT 
.AT- CURRIN. 5lRAIFIC LIV.LS, -ULL-TO-.INCRI-ASED lFFICIkNCY____. 
7A_N] PRItUC T7ON T0RT ­OTF'RANSPC 7-

4. INSTITI.ICNAL AND V.N0GMYN'T CAPACITY-OF I.PLFMFNTING
 
AG NCIES. IHE ICPR EXPRESSED CONCIRN THAT THIS NOT BE
 

FuNc IaS-TFTYv STATT 102126/e1 



UNCL SSIFI ID STkTE 102126/e2 

VIXI't AS SIVFIY AN ENIINEERINI FRCJECT, ANI THAT 
SUFFICIENT ATIENTICN BE GIVEN T0 THE DEVELOPMENT OF THY
 
INSIITUIIONAL CAPACITY 0 THE IMPLEMENTING AGENCIES IN 
f'CZkM!ICUI, V11AWI, AND SWAZILAND. THE RECINT 
EXPFERIENCE WITH TA2ARA HIGILIGHTS THY IMPORTANCE OF THIS
 
CONCEFN. A.I.I. SHOtID INSURE THAT THY RAILWAYS EPVE 
THE UP-TRONT CtiACITY NOT ONLY TO IMPLIVFNT THY PRCJECT 
_UT, .C.i QENYRAILY, TO MANAGE THEIR OPERATIONS IN AN 
EHICIIVI AND EFFICIENT MANNER. 7RIS WOULD INCCMPASS
 
SUCH ARS AS IANNING AND BUDGETING, PERSONNEL 
MANAGIMENI, FINANCIAL rAN0G1VENT, PROCUREMENT, AND
 
ICGISIICS tANAGIVNT. 

IFE PP TEAM SHCULr INCLUIE SUFFICIENT EXPERTISE TO 
ASSESS 9EF BROAD INSTITUIICNAL AND FANAGEMENT CAPACITIES 
ANI CONSTRAINTS CF THE RAILWAYS, NCT JUST WORKSHOP
 
OFIRAlICNE. TE- TlAM SHOULD RiVIEW OTHER ]ONOR
AC1IVITIES IN 'IhIS kRFA kNE DESIGN INSTITUTIONakl
 
STRENOTFENING ICTIVITIES THAT IIL ADDRESS TPE 
nItNDA]FNTAL PPO LE'S IDENTIFIFP. THIS ANALYSIS SHOUiL 

1CC IR AIl EAIILAYS TAE3YTFD FOR ASSISTANCE UNDER THE 
FPOJECT IUT GIVk GREATESI ATTENTION TC VOZAMICUE
 

VICH THI PROJECT IT IS
 
RECOGNI7ED IFAT, AS A RISULT OF THIS FRCCESS, TECHNICAL
 
ASSIS.IANC; AND TrA]NING INPTi]S tAY BE REQUIRED UP-FRONT
 
ANI IN SIUNIFICANTlY LARTER AMOUNE TFAN ENVISAGED IN
 
IPF PID. A LONGER LIFE OF PROJECT MAY AISO IE ARRANTED.
 

RAIL '*Y WI IS MAIN BFN!IICIARY. 

THT ECPF IIN-Y_ [IF DISCUSSION OF INSTIlUTICNAI CAPACITY 
IC TIE ISSUE C1 kILWAY T.?IFF RIFORM. I WAS 
RICO-NIZFD THAT, IF THS- RAILWAYS ARE TC AlIkIN A 
REASONPFLI ZGF . CF FINANCIAL VIABIIITY ANr EFFECTIVELY 
tULIZ1 TuE 1ARGE ECNCR 1!VESTMENTS IN EQUIPMENT AND 
SIAFF I VEIOPrNIT, IHEY VUST ArOPT PPPROPRIATE TARIFF 
IGCI-ICI.S,. A-NICISSA2RY. 1IRST *STEP.TOWkR- -I .PRCVED 
-TARIFIS IS TO IMPLIt'ENT 1INANCIAL COST ACCCUNTING 
SYSTFM, WHICH C 'N IE USEI TO DETIRMINE TEE REAl COSTS OF 

P.A'I ~G AND VAINTAININJI THE .SYS EMS. 

k SPECIfIC INCSTIETIONAL..CUTFUT. CF.T .E PROJECT,. AMON4, 
CTWERS, SHOULD 1E FUNCTIONING FINANCIAL COST ACCCUNTING 
SYCTEIS IN THCSE NATIONAI RAILWAYS WHICH CURRENTLY LACK 
SUCH SYSTEMS. THE PP SHOULD DESCRIBE 'IE LINKAGE CF 
IEISE FINANCIAL ACCOUNTING SYSTEMS WITH TH TARIFF 
S'IUDIFS PCPOScD UNDEr TPF SATCC COvPCNENT CF-THE 
I'CJECT (E.G., THE rATA GENERATEr TY THE STUrIES -WILL 'BE 
INC-RPORATID INTC IE NASTICNAL--SYSTEFS ) .K tlRING<_P.F 
DVI7LCPENT, 'IiE .MISSION SHOULD CCNFIRV THAI TIEE .... 
NATICNAL 2AILWAY_ ANDERSTAND THEL CONCEPT .01. COST-TASED. 
'TA.1F'FS--AWD- T."]WIlLING TO IMP1YE.NT'THT PROPOSED 
ACCOUNTING SYSTIMS. THE MISSION -SOULD CONSIDER T E--
USFUINYSS CF CCNDITIONS PRICEDENT CR COVENANTS IN THE 
P OJICT GRANT PGREEMENTS TO FORMALIZE THIS COFMITMENT. 
IHI ECF AGREED 1HAT CONrITIONS OR COVENANTTS RFLATINa, TO 
SPICIFIC TARIII REFORMS BY NATIONAL RAILWAYS WIRE NOT 
PRACTICABLE AT THIS EARLY STAGY. HOW.VER, 1£1E MISSION-
SECULD CONTINUE 10 PROMOTE A UNIFIID DONOR POSITION-
VEICH INCOURAGES SATCC AND THE NATIONAL-IiAI.LWATS- G-4TE 
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IN HF IIRFCIIClN OF CCST-BASED TARIMS. AD1ITIONA TIM 
rCF TF FINAINCIAI ANAIYST ON TEE TP PESIG3N TEAM VOt'ir BE­
.,I ltr IC Ck..Y CUT THE .AS:S rISCRIPI" FOVx.
 

5. YAPCWIR AND V.AINTINANC CkPACIIY OF MOZAVBIQUF

RAILWEY. THE PID PROPOSES A HEAVY DOSE OF EQUIPMENT,
 
7FCHNICkL ASSISTANCE, AN ON-TFE-JOB TRAINING FOR
 
MANAGERIAL AND TICFNICAI PERSONNEL AT THE BEIR) AND
 
VAPUTC 
 CEKSHCPS TC IMPROVE LOCOMOTIVE MVINIFNANCE.
 
FACTORS OTHER THAN THE LACK OF HARDWARE ANI SKILIS, SUCH
 
AS INPrIQUPTE EALARY INCINIIVES, LOW IIT:RACY LEVELS,

PNf POOB MAINIENANCF POLICIES, MAY LIMIT TEE PROGRESS
 
TFAT CAN PF MAIE IN IMPROVIN; VAINTENANCE AND ORKER
 
PRCrUCTIVITY. 
THY PP SHOULD INCLUDE AN INVENTORY OF
 
SKILLE IN THE 1 O 'ORcSHOPS AND AN ANALYSIS OF THE
 
.CIC.;S AFFiCTIN" OR.SHCP PERIORMANC. OTHER DONOR
 

ACTIVITIES IN IBIS AREA SHOUlD ALSO BE ASSESSFr. 
 BASED
 
CN THiS ANAIYSIS, THT PP SHOULD PRCFCSI AN APPROPRIATE
 
STRATGY ICR' I PRCVING PERFORMANCE AND RIAIISTICALLY
 
ASS.ESS THE GAINS TEAT CAN BE EXPECTFD DURiN3 TEE LIFE CF
 
THE RCZECT. 
 TO TEE EXIENT TEAT POLICY kND MANAGEVENI
 
CCNSTRAINTS ARF ILENTIFIlD, THE PROJECT SHOULD AIERESS
 
TEEM AS PART CT TEE _ROALER INSTITUTIONAL STRENGTHENING
 
EFORI DESCRIBED ABOVE.
 

6. MISSICN VANAnEINT CAPACITY. TEE PID RICCMMENDS THAT
 
!IXPRIINCED UsrH EN"INEES BE ASSIGNED TO BOTH
 
LSkID,/V.LA',J AND USAID/VOZAMBIQU2E TO ASSIST IHCSE
 
MISSICNS IMPLIENT TFIS ANI OTEER TRANSPORT PROJECTS.
 

THE PID AISC ?WCOMENIS THAT THE VACANT PDC POSITION IN
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tSAID/FCZAVBICU BY FILLID AS SOON AS FCSSIKLE. THE
 
ICFPR STRONGLY lNrORSEL THESE STAFFING PROPCSAIS. 

'(. PRCCLRItINT. 

(A) ;EC"RA.PEIC COnE. THE PP SHOULD SELECT THE 
A?PROPRIATE AUTHORIZED GEOGEAFIC COrE(S) ICR FOREIGN 
!7CRAN3]2 COSIS THE 1 OST FOR CUPRINCYtNI "B COUNTRY" ICCAI 
COSTS, IN ACCCFDANCE WITI THE GUIDANCE CONIAINED IN 86 
STATE 74147 ('HIC MORE GENEPALIY CONCERNS THE SOUTHERN 
AFFICA REGIONAL VANPOWIR MANAGEMENT DEVELOEMENT 
FRCJECT). THE EXE PTION FROM FAA SECTION 6e4(A) AND 
SIMIL.R PROCUREENI REQUIREMENIS, APPLICABLE TC THE 
DIVELCF ENT FJND FOR AFRICA, DOES NOT APPLY TO THE SADCC 

.FFFOPIAIION. 

(1) NEW% IOCCMOIIVE PROCUREMENT. THE ECIR AGREED IN 
PR]NCIPI 'ITH IHE PROJECT STRATEGY CF INCREASING 
AVIIIAEIE ICCCVOIIVE PO'AER THROUGH THE REHAILITATION OF 
EX]STIN1 lOCCVCTIVES. IIS IS MORE CCST-EFFICIIVE THAN 
BUYING r]rW ICCCKC7IV}S EEE IEE 1XISTING UNITS ARE NO7 
EXCISSI",ELY OLD, rkMkGFD, OF INACCISSIPL_. IT WAS 
FCINTIr CUT IRkI EC'IH THE IiED AND CIDA HAVI ALSO TAKEN 
ISE POSITION TEAT NF' LOCOMOTIVE PROCUREMENT IS NOT 
NFlrEL AT THIS TIME IN MOZAMBIQUE. HOWEVER, THERE ARE 
TWC UNK \DkS TEAT COULD AFFECT THIS STRATEY[. FIRST9
TE. NUMITR CT LOCOMOTIVES TEAT ARE ACTUAIlY RFPARAPLE 
(CCRRENILY -FTIFAED AT 30-4e) !1EEDS TO BE VRIFIED. IT 
IS UNIEFSlOCL THAT TE. IERD IS FIN.NCING A SURVEY OF TEE 
MCZAMIITUl FLEFT. SICONr, THERE COULD FE A TIVE LAG IN 
RESAIIITATION OF IEE LOCOMOTIVES UNrER THIS PROJECT,
 
GI'7.N TEE NiFED TO LPGRADF MANkGvMXNT, TRAIN MOZAMBICAN
 
RkIL'AbY CR.SERS, PROCURE SPARE PARTS, INSTITUTE NEF
 
MINTINANCE FRCCEDURES ANr POLICIES, ETC. IHEF PP TF.EV 
£t.iJL|]XAMIN1 .ITB1 MOZAtIQUE.IOCCMOTIVE AVAIIAB1LITY. 
$llUAIICN INA -SYSftFATIC-I#ASHION, INCLUDIN.;-THE-RISULTS-
OF IRH_ IBRD. SURVEY. TEE TIAM SHOULD DIVELOP A REALISTIC 
T-il-FTA-IE FOR REHAIIIITATION-O TE. LOCOMOTIVES:AN-- -
CO PA _TI S -WVI H PROJEC r"IAiF-c- NDIF -THIRT 
APFIARS TO BE I SIGNIFICANT GAP BFT'EEN IEKANr AND 
ICCOMCTIVI AVAIIABILITYt,THE FUNDING OF NEb LOCOMOTIVES 
COIL. BE CCNSIEIRED AS. CE DESIGN OPTION TC ERILGE TEAT 
GA F . 

(C) ?11CNICAL ASSISTANCE AND TRAINING 'THF-CPE 
"1N lA ED TEE 'FSSION"TC CONSIrTF DBTAININ- TYCENTCA:A 
ASSISTANCE ANr TRAINING SERVICFS-FO( TEE' PROJECT FROM 
IE:'51.-CID, SUCCESSFUL RAILWAYS.. IN .ADDITION TO-U.S. 

sCr .TT I T E~r-r-ET fkSTN ING - INSTITUTIoNS 
IN-*TY -SADCC CCUNTR IFS TOR PROJECT PARTICIPAN TS...... 
TRP.ININY SECULr NOT TAKE PLACE IN SCUTH AFFICA (UNLESS 
AISOLUTILY NC AITE.NATIVI IS AVAILABLI) BUT IN 
INrl'PENrLNT BLACK STATES TO MEET THE PROGRAM-OBJECTIVES 
Ahr tCCNTRIBUTf PCSITIVELY TO THE LONG-TERM DFVYLOPMENT 
GCAILS Ych THE. AJCRITY FCPULATIONS OF SOUTEERN AFRICA.' ­

lEE M]SSION SHCULD BE AWARE THaT A WAIVER BY THE AA/AFR-

PURSUANI TO EANDBOCK IB, CH. 5r.10.A(2) ANL 5D.10.D, -

UN CLASS IFIED STATI 102126/e3 
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tIID ?T TCUInED TO CONTRACT WIIH P RIlw;l CO"PANY
 
%].11E IS ;CViRNvF.%T C'ONID. IF THIS 6.PFERS IO FE 4
 
nIIRAKi CPTICJ, T?.- MISSION SEOUID CONSULT CLOSELY
 

I!'E RIA !C rEILLCP THI APPROERIATE JUSTIFICATION
VO: 'lEE *!IVi..
 

RELATED TO THIS, THE PP SHOULD ASSESS THE HOUSING AND
 
CTHER LIVING CCDITIONS FOR THE PROPOSED CCNSULTANT TEAM
 
IN MOZAMPIQUE, PARIICULARLY IN BEIRA, AND TEE
 
IMPLICATIONS FOR TEE SIZE AND 'ORKING ARRANGEMENTS OF
 
IEF TIA'. THE PP SHOULD DESCRIBE THE CAPACITY OF
 
6SAID/CZAMBIQUE TO SUPPORT THE CONSULTANTS AND DISCUSS
 
ANY SIEPS THAI VAY NEED TO BE TAKEN TO ENSURE THE
 
EFFECTIVENESS CF TEI PROJFCT FINANCED CCNSUlTANTS.
 

(r) EFAli PARTS PFCCUREMENT. THE PP TEAM SHOULD 
CAREFULLY ANALYZE THI REQUIREMENTS FOR SPARE PARTS AND 
RElATED TCCIS ANr YQUIPMNT FOR THE REHABILITATION OF 
THE G F RAL ELeCIRIC lOCOmOtIVES IN THT MOZAMBIQUE
Kl-11. THE TllM SHOULD MAKE A TECHNICAL DETERMINATION 
CT THE EXIENT IC 'EICH SPARES COULD BE COMPETITIVELY 
FpocCupr WITHCTA JEOPARDIZING THE PERFORMANCI OF THE
 
REHAB]!ITATEI LOCOMOTIVEr. THE TEAM SHOUI ALSO
 
L'IlRMqINE TiEF EXTNT O vHICH TOOLS AND EQUIPMENT ARE
 
AVAITI IE IROM TWf U.S. AND OTHER AUTECEIZ.D GEOGRAPHIC
 
ScUi-C}S. ICR THIS PURPOSF, THE PP TEAV SHCULD INCLUDE
 
BCOT I SPICIALIST IN LOCCMCTIVE MAINTENANCE AND AN
 
A.I.D. CC.KODITY PROCUREMENT OFFICER. IF A SOLE SOURCE
 
WkIVEF FOR SPAhFS IS DEIEED APPROPRIATE, IT SHOULD BE
 
INCIUIE IN THI PP IF POSSIBIE. THERE MAY AISO 1E NEEI
 
!CT A CCDl =2 WkIVIR FOR PROCUREMENT OF SPECIALIZED
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TCCLS ANI EQUIPMENT. THE PP SHOULD ALSC CONSIDER
 
T,10UHIING AN A.I.D. FORM 11 FOR SPARE PARTS
 
PRCCUT1INIS, IC YACIIITkIE PCST-AUDITS FOR PRICIN1.
 

IN 1I3H7 OF EiC-NT ETXPERIINCE IITH TAZARA, THE MISSION
 
SHOULI CONSIDI'R INCLUDING FENDING IN THE PFOJECT FOR
 
SPICIALIZ1r LONG-TIR11 TECHNICAL ASSISTANCE SPECIFICALLY
 
TC HFIP IN 1H'E TRCCURFrENT ANr MANAGEMINT Cl THE LARGE
 
QUANIIT. OF PA.FI FARTS TC BE FINANCED lY A.I.D.
 

E CTHER LIGAL CCNCIENS.
 

(A) 611(E) CR IIICATICN. GC/AFR ADVISES THAT A SECTION
 
elI(F) CERTIFICATION I REQUIRED FOR THE MOZAMBIUY AND
 
VkIAWI IORTIONS Cf THY PROJECT. THIS SCULD BE
 
TRPNSVIITEI TO AA/AFR FOR HIM TO TAXI' NTO CONSIDERATION
 
PRICR TC FIELD APPROVAL O THE PP. IN IHE CASE OF
 
M21MBIQ1E, THE CEETIFICTION SHOUID TAKI INTO ACCOUNT
 
TH! AIS]SIANCF HATWILL PE PRCVIDIE DURING THE PROJECT
 
TO IMERCVI TE VPINTiNANCE CAPAPILIIIES OF MOZAVBIQUE
 
RAILW kY.
 

(1) COVMINGLING. PLTHOUGH THERE I NO REASON TO BELIEVE
 
4 IRC-IM EXISI, TEE PPIIAM SHOULD INVESTIGATE THE
 
NPIURE CE ANY INVOIVEENT BY COMMUNIST BLOC COUNTRIES IN 

CZA.E11CU' RAII STSTEM AND, WI'nH SUPPORT FROM THE RLA, rETERMINE WEIEEP 
k COMMINGIIN3 AIVIR IS RIQUIRED. THE 
P SECUID INCLDE A PRIEF DISCUSSION O TEE IIN.INGS.
 

. INITIAL ENVIFONVENTAI EXAMINATION. THE IEE CONTAINED
 
IN TH! !ID PAS 1FN RIVIIWED BY THE BUREAU EINVIRONMENTAL
 
COFICIR AND SINT TO GC/k.R FOP CIEARANCE. A CCPY CF TEE
 
SIGNEr IEE Will BE POUCHID TO USAID/HARARE.
 

----Lk-.A/A~~ii-iI3L D1 L£GAT/ -.AUTHORITY 70 THE -DIREC'IOR, 
US. ID/ R.'RA,-iC,-AUTHORIZF THE CAPTIONE- PROJECT -IN AN----
AIOUNT NOT TO IXCEFD IOLS. =,000,e£e. THIS kD HOC 

N-4--GF-4U1IBC.ITY SHAL.-FE EXERCISED IN -ACCORDANCE­
*%vI'l AM'I HFE AUT.CCNDIICNS CF-DCA55'1,XCEPT FCR
 
TEE .£CLLAR AMOUKT .lIMITAtION. ANY-WAIVERS.BIQUIRIMG
 
AA/AFR CR A/AIL APPROVAL SHOULD ?I FORWARTED TO AID/W
 
PRIOR 'C PP APPROVAL.
 

11. 	-All/k UNDEESIANES TEAT OBLIGATIONS WILL CCCUR ITH
 
IF!- GOVIRN ,FNTS Of MOZMIQUE,- S AZILAND, AND MALAkI',
 
ANr -VITH !ATCC-.. 	 -TWTTIF%TSUGG 1ST 'XDSO/E AND""' 

__..WAZITT ACNIRLA.'S COORIINATE AS -TO TBE RESPONS IBILITY FOR 
THI KALAI CKLIIA2ON.. WEITIIHEAL 

- 2C126" 

NNNN
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SOUTHERN AFRICAN DEVELOPMENT 

COORDINATION CONFERENCE 

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.O. 	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 21st July 1988, concerning the above subject.
 

Technical assistance to the Swaziland Railway is included in the
 

SATCC programme as Project No. 2.6.3, rehabilitation and acquisi­

tion of locomotives, rolling stock and maintenance equipment for
 

Malawi Railways as P. 2.4.2, rehabilitation of workshops, spares 

etc are included in Project No. 2.5.3, Railway Projects in Beira
 

Port Transport System, and rehabilitation and acquisition of
 

locomotives, including 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 

http:25.07.88


Your support of SATCC is highly appreciated 

Yours faithfullv,
 

ur0 
M. Matolo 
Chairman of the Co-ordinating 
Committee of SATCC 
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REPOBLICA POPULAR. DE MOVAMBIQUE 7"I?
7i/f
MINIST RIO DOS TRANSPORTES E COMUNICA oE UI% 

MS. A HERRICK 

USAID REGIONAL 
IRECTOR "....".-....
 

' -­1 PASCOE AVENU .,,JDLGRA IA 
HARARE, ZIMBAB -

_ ._ _ __"'- ----_ _. 

OFFICIAL FILE... 
- , ­ -"­

ftTtC - I 4f-


SUB: REQUEST FOR FINANCIAL ASSISTANCE
 

i ~4-
Dear Sir , 
 -r- -

The Government of Mozambique wishes 
 to request ffnab-i-ant
 
assistance for improvement of the Mozambique Railways, viz;
 

- On maintenance 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
 
of donor assistance for the above items.
 



A2
 

(2)
 

I should be grateful for 
your favourable consideration 
of 	this
 
request and shall request you to 
send 
as soon as possible the draft
 
project documentation and the draft project agreement.
 

Yours sincerely,
 

RUI 	LOUSA
NI 	 Ref. 29/MTC-GAB/88 Vice Minister of Transport
 
MAPUTO, II/Junho/1988 


and 	Communications
 

cc: 	Mr Julius Schlotthouer
 

USAID Representative,
 

Rua Faria de Sousa, 107
 

MAPUTO, MOZAMBIQUE
 

K
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In reply please quote No. ...................................
 

7Jlegrmnj: FmANcz, Lilonswe MINISTRY or I INANCI 
Telephnne: Llonswe 731 311 P.O. B 3( M9 

LILON;WI .3 
l'b Sec tari totheTrseairy MALAWI 
Communletlou sbould be addrausd lo 

15 July 1988
 

The Acting Mission Direitor
 
United States Agency foi International Development
 
P 0 Box 30455
 
Lilongwe 3
 

(Att mnlion_ a Richar hortli dge)E 

Dear Sir,
 

I am writing in order to submit a Malawi Government.'.­
formal request to the USAID for the financing, on a grant
 
basis, of a project that is intended to increase the capacity
 
and capability of the locomotives fleet of Malawi Railways by
 
providing perrts for bombardiers, a railway recovery crane arid
 
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 Malawi Railways and a USAID sponsored
 
design team.
 

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

Yours sincerely,
 

Ma~do
 

for E H TEASURY
 

n3gE:E --J-'L­

ov'.pn;"n!'~
 
poi
DD!f EliiZ ----- ..... 

p1)0-
C,­
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Works and Communications,
 
P. 0. Box 58,
 
MBABANE.
 

30th May,. 1988.
 
Mr Matola,

Chairman of the Co-ordinating

Committee of SATCC,

P. 0. Box 2677,
 
MAPUTO.
 
Mozambique.
 

Dear Mr Matolo,
 

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

We request this be inclbded, in the 
current transport

project portfolio.
 

With beit Regards,
 

I) 

/
 

G F. DHLAMINI 
DEPUTY PRINCIPAL SECRETARY 

Enc.
 



SATCC PROJECT SUBJIISSION 

Project Title:
 

Provision of 
 technical assistance and management' training

to Swaziland Railways.
 

Estimated Total Cost:
 

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

Secured Funding:
 

Foreign: 
USD 3.5 million
 

Financing Gap:
 

USD 1.2 million
 

Executing Agency:
 

Swaziland Railways
 

Duration:
 

5 years
 

Scope:
 

Provision of technical 
assistance and management training to
Swaziland Railways, 
 forming part of new
a regional rail
transportation project 
 whose ultimate aim is 
enhancing the
efficiency and capacity the
of rail system within thc SADCC
 
region.
 

Contents:
 

The project consists of provision of technical assistance
for a period of three years the
in areas of General Management,
Marketing and Finnncial Hanagement and for a period of 
;wo years
in the areas 
of Operations and Mechanical Engineering.
 

A total of 1 1\2 years will 
be provided in the area 
of human
resources, comprising short training
term in the monagerial

functions identified above.
 

Finally, for n toLl 
period of 4 years, pra: ion shall be
 



ninde for luw Le~rin Isre. Ir [Ire - p;lected condjdates. 

SLatus: 

The above pr'-.jr'vt 14i I he b'isecl uz, the recomminendations of anrevaluation Mission presjtly being undertaken by USAID. 

ActJion:
 

Completion of miszIoz,. Approval and subsequet timplementation of their recommendations
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SWAZILAND GOVERNMENT 
Department of Economic Planning and Statisti0c8 ,
 

P.O. Bo 602,
 

MBABANE.
 
Ref: ECO/07/2/2Vol.Z/?4 
 23rd June, lZe,.
 
The Director,

SAID Mission 
to Swaailand,
 

P..O. Box 750,
 
NBABANE.
 

Dear Sir,
 
RE :
REQUEST FOR TECHNICAL ASSISTANCE SWAZILAND RAILWAY
 

SA 
CC has requested US assistance in increasing
access 
for landlocked countries to 
the regional ports
and provision of alternative transport facilities 
to
African Countrier dependent 
on transport routing via
Swouth Africa.
 

In response to 
this request the Southern African
Region Programme USAID/Zimbabwe assessed the region's
transportation systems by means
The studies concluded that 
of two major studies.
 

system were 
projects promotinc the rail
the best 
means of achieving SADCC objectives.
Three projects were 
identified in the 
rail sector, one
of them falling in Swaailand with the Provision of technical
assistance and training to 
Swaziland Railwav.
 

Azthorization 
 fund and implement
to this pro.ject
cn only be obtained from SADCC.
SALCC in Maputo has 
A formal request to
been made recuesting them
the project in to include
the transport portfolio.
 

The intial estimated cost of the project is 14.7 mIZlio,
of which 13.7 million constitutes grant funding from the
USA Government, leaving $Z.2 
million 
to

railway be funded by Swaziland
in cash or in kind. 

The Government of Swaziland kindly requests USAIDto fund this project. 

Your sympathetic consideration will be highly

appreciatead.
 

Yours faithfully,
(A.
 
S. T. MOTSA
for. : PRINCIPA 
 SECRETARY
 



ANNEX E
 

WAIVER JUSTIFICATIONS
 

I. 	 Proprietary Procurement for G.E. Spare Parts and Equipment -

Mozamhique Component
 

A. 	 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.
 

B. 	 Discussion:
 

The Mozambique 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 Electric Company (G.E.) and the total requirement for
 
parts will be $15,500,000. In addition, specialized workshop
 
testing and maintenance equipment for G.E. 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 bv G.E. No other manufacturers
 
make the parts and testing equipment in question, and only G.E.
 
approved parts and equipment can be 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.E. parts are defined as those parts either
 
manufactured by G.F. itself 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 company has
 
been plagued by uneven quality and inferior metallurgy in man),
 
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-Zambia Railway Authority (TAZARA) which included the
 

14
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procurement of spare parts for locomotives built by the Krupp

Company of West Germany under a G.E. 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.Sb(3), is that "special

design or operation characteristics are required". In 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
 
locomotive 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 country contractinp when proprietary procurement is
 
justified. In 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
 
U.S. suppliers of G.F. parts and equipment.
 

C. Recommendation:
 

That, in accordance with the authority vested in you as set
 
forth in Handbook I, Chapter 3, you approve the proprietary
 
procurement of spare parts costing $13,S00,000 and workshop

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

General Electric parts and equipment.
 

II. Approval for Procurement of Training Services from
 

Government-owned Organizations
 

A. Prohlem:
 

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

B. 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 areasas industrial safety and health, computerization,
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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 successful)' operated railway, it is in many respects a
 
model for 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 desirable 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 HBlB
 
Chapter SD 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 cable (State 102126) specifically states:
 

"The FCPR encouraged the Mission to consider obtaining

technical assistance and training services for the
 
project from experienced, successful railways. In
 
addition to H.S. sources, the Mission should seek
 
training institutions in the SADCC countries for
 
project participants. Training should take place in
 
.independent black states to meet program objectives and
 
contribute to long-term development goals for the
 
majority populations in Southern Africa".
 

As one of the leading railways 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, AID/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.
 

C. 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.
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III. 	Source/Origin and Proprietary Procurement Waiver for Bombardier
 
Locomotive Spare Parts - Malawi Component
 

A. 	 Problem:
 

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 part5 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 be 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 WABCO
 
brake parts. The remaining 35 percent of the locomotive parts
 
are manufactured by Bomdardier itself in Canada and are
 
available 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 objective of this project is to sustain the capacity
 
of Malawi Railways 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 IB, Chapter 12, Section C.3 and
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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. In 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.
 

C. Recommendation:
 

That, for the reasons above, you (a) approve proprietary
 
procurement of Bombardier I)comotive parts, (b) waive the
 
el-igible source and origin 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 Program.
 

Clearance: RLA/SA:ESpriggs August 2, 1988
 

DOC. 0019w
 

4/
 



ANNEX F
 

ENVIRO!ZENTAL THRESHOLD DECISION RECOMMENDATION
 

A. Technical Assistance and Training
 

The TA and training activities for the Swaziland, Mozambique and
 

Malawi components of the Project qualify for a Categorical
 

Exclusion under the provisions of Reg. 16.
 

B. Railway Systems Jmprovements
 

Anticipated assistance in this area will consist of providing
 

spare parts and equipment for the repair, rehabilitation and
 

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 waster 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 vegetation
 

is anticipated.
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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 sea. 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 II
 

efforts. For this reason, in conjunction with the preliminary
 

examination of environmental consequences above, a negative
 

determination is recommended.
 

Li)
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Project Country: 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) 	 Technical assistance and training for Malawi, Mozambique
 

and Swaziland : Categorical Exclusion.
 

2) 	 Anticipated locomotive and rolling stock rehabilitation,
 

workshop eilippping, 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 246317 Attached)
 

Disapproved:
 

Date_
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OFFICIAL FILE 
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REF: MORRIS/RIEGELMAN TELCON 7/29/88 - . 

1. INITIAL ENVIRONMENTAL EXAMINATION FOR SUBJECT Jr -
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00 PIIFFC PUFELG RUFETO EUEH'! UEbINP
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UNCLAS SECTION 0i OF * HARARE 03e8b
 

AIDAC
 

FOR ASSISTANT ADMINISTRATOR GLADSON FROM DIRYCTOR
 
HERRICr.
 

F.0. 1235b: N/k 
SUBJ'_CT: .E^ ON.AL RAIL SYSTERS SJPORT PROJECT (690-e247)
 
-- 5!1() CEPTIFICATION
 

RF: STATT 102126 

1. FIFTEL CONT.ININ; ICPR APPROVAL OF PID AND PROJECT
 
D.ESIGN GUIDANCE TO. SUbJFCT PFCJFCT STATED IN FAFA 8(k)

THAT A SECTION ell(F) CFPTIFICATION IS REQUIRFD FOR TEF
 
iOZAP2V1IQUI AND 1ALAW1 PORTIONS OF THIS FROJEC , AND TEAT
 
THE CFRTIFICATIC'N SHOU'r BF TRANSmITTYD TO AA/AFR FCF Rl 
TO TAt.F INTG CO';SI RAiION PRIOR TO FIELD APPROVAL OF THE'
 
PP.
 

2. AS PFSPOCSILLF APTFOPIZINC OFFICIAL 
FOR TIS PROJEOT
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 BEFN 'TI kAS.:,
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kY TFi UNITED STATES, NAMELY THY CEI.WAW-BANGUAL ROAD,
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AND NATURAL RFSOURCFS, MINISTRY OF TRANSPORT AND
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