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SUMMARY
 

1. The Economy and Transport Requirements
 

The Republic of Malawi is a landlocked country and has
 
suffered significantly as a result of this in recent years.
 
Since independence the country has attained self sufficiency
 
in food and produces valuable agricultural commodities for
 
export, principally tobacco, tea and sugar, and recently
 
maize. All vital inputs, for example, fuel, fertilizer,
 
coal and manufactured goods have to be imported. Table 1
 
summarizes the total tonnages of goods estimated to be
 
imported/exported to/from the country in 1983.
 

Table 1 Projected imports and exports (tonnes) 1983
 

Imports Exports 

Petrol 50,000 Tobacco 40,000 

Diesel 60,000 Tea 50,000 

Fertilizer 120,000 Sugar 100,000 

Coal 70,000 Maize 100,000 

Manufactured goods 100,000 Groundnuts 5,000 

Others 100,000 Others 5,000 

Total 500,000 t. Total 300,000 t. 

Hence in terms of transport requirements, links and
 
facilities must be able to handle this annual volume of
 
goods moving in each direction. Tea and tobacco alone are
 
estimated to contribute K. 188 million to foreign exchange
 
earnings in 1983, whilst maize, and sugar and groundnuts
 
will contribute approximately K. 50 million.
 



2. 	Transport Constraints
 

Historically Malawi has depended on the railway line
 
through Mozambique to Beira, as the shortest distance to a
 
seaport, for most of its imports and exports. Due to
 
insurgents' activity this line is now virtually closed.
 
Where possible goods are being diverted to the other rail
 
line through Mozambique to Nacala but due to track failures,
 
poor maintenance and management, capacity for Malawi traffic
 
is only about 300,000 tonnes annually.
 

In addition to the two rail lines there are only two
 
alternative road routes which can be used in and out of
 
Malawi. One which passes through Tete province in Mozambique
 
to Harare is subject to insurgents action and cannot be
 
relied upon. The other route runs west from Lilongwe through

Zambia to Lusaka. This road is currently carrying approxi
mately 270,000 tonnes of goods annually whilst the road via
 
Tete is averaging approximately 75,000 tonnes. It is then
 
necessary to transport goods via road or rail from Harare or
 
Lusaka to a seaport. Whilst Dar-es*-Salaam is nearest, Durban
 
(in 	R.S.A.) is most often used.
 

These constraints lead to the following impacts:
 

1. 	Due to the virtual closure of the Beira rail line,
 
the Nacala line is over committed with low volume,
 
high bulk commodities competing for available
 
capacity.
 

2. 	All commodities that are unable to be transported
 
on the Nacala line suffer extremely high transport
 
costs (and transit times) by being routed long

distances via the R.S.A., transiting several
 
countries.
 

3. 	Additional handling is incurred at modal inter
changes.
 

4. 	Capacity constraints and delays can occur on rail
ways (e.g. Z.R., N.R.Z. and Tazara) due to unavail
ability of rolling stock.
 

5. 	Capacity constraints can occur on road transit
 
routes due to limitations on route/trip permits in
 
neighbouring countries.
 

6. 	Road transport costs increase due to using badly
 
deteriorated roads or from the need to divert to
 
avoid these roads.
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3. Transport Routes
 

There are six principal transport routes which are pre
sently used for the movement of commodities to a seaport.
 
These are as shown in Table 2. Distances are from Blantyre
 
(rounded):
 

Table 2 Transport Routes and Distances
 

1. Rail to Beira Distance: 650 km
 
2. Rail to Nacala Distance: 810 km
 
3. Road to Harare (via Tete), road/rail to Durban Distance: 2,660 km
 
4. Road to Lusaka, road /rail to Dar-es-Salaam Distance: 3,150 km
 
5. RFcad to Lusaka, rail via Zimbabwe to Durban Distance: 3,600 km
 
6. Road to Lusaka, rail via Botswana to Durban Distance: 3,920 km
 

The two rail routes via Mozambique are the shortest
 
whilst the routes via Botswana are the longest. The route
 
to Dar-es-Salaam via Lusaka is not used significantly. Recent
 
statistics indicate that the following tonnages are being
 
transported annually as shown in Table 3.
 

Table 3 Annual tonnages transported by route (1983)
 

1. Rail to Beira : insignificant
 
2. Rail to Nacala: 315,000 tonnes
 
3. Rail to Harare: 75,000 tonnes
 
4. Road to Lusaka: 270,000 tonnes
 

Total 660,000 tonnes
 

On the Nacala rail line the principal imports are fuel
 
and fertilizer and the main expcrts are containerised tea
 
and tobacco. On the Harare road route the main movement
 
is coal imports about 60% of which is moved by Zimbabwe
 
transporters and 40% by Malawian haulers. All remaining
 
commodities are moved by road via Lusaka. This includes
 
significant fuel imports.
 

On the Lusaka road the origin/destination of commodities
 
is as follows:
 

Table 4 Origin/destination of commodities transported via
 

Lusaka
 

Origin Imports Destination Exports
 

Zambia 56% Zambia 42%
 
Zimbabwe 30% Zimbabwe 40%
 
R. S. A. 13% R. S. A. 16%
 
Tanzania - Tanzania 1%
 
Other 1% Other 1%
 

Total 100% 100%
 

Currently, of this approximately 20% is being moved by Malawi
 
transporters, 35% by Zambian transporters, 35% by Zimbabwean
 
transporters and 10% by haulers from the R. S. A.
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4. Transport Costs
 

For the transport of goods by rail, tariffs are fixed by

Malawi Railways and charged per tonne according to the commo
dity. Typical rates are: 0.09, 0.06 and 0.04 Kwacha per

tonne-km. for petrol, sugar and fertilizer respectively.

Rates charged by the Mozambique railways are broadly similar.
 

For the transport o- goods by road, road charges are
 
variable but are essentially dependent on the length of the
 
haul. Generally trips are priced 'y transporters on the
 
front haul with much lower rates quoted for the back haul
 
which can be regarded as extra revenue to the transporter.
 
Typical rates quoted are K. 1,500 one way to Lusaka or
 
K. 5,000 one way to Durban. Back haul rates may represent

approximately one half of this cost. In terms of commodities,

given different densities, loading capacity of vehicles varies
 
per commodity. Transport rates fQr different commodities
 
therefore vary. Typical rates quoted on different routes
 
currently are as shown in Table 5.
 

Table 5 	 Typical road transport rates
 

Imports: Lusaka-Lilongwe 	 fuel : K. 90/tonne
 
or approx.: K.011/tonne km
 

Harare-(Lusaka)-Lilongwe: 	fertilizer: K.110/tonne
 
or approx.: K.U.07/tonne km
 

Durban-Lilongwe : fertilizer: K.180/tonne
 
or approx.: K.0.05/tonne km
 

Exports: Lilongwe-Lusaka : maize : K. 70/tonne
 
or approx.: K.0o.09/tonne km
 

Lilongwe-(Lusaka)-Harare: 	tea : K. 90/tonne
 
or approx.: K.0.06/tonne km
 

Lilongwe-Durban : 	tobacco : K.300/tonne
 
or approx.: K.0.09/tonne km
 

As noted earlier Malawi transporters presently have a
 
small share _f the international trucking traffic of its own
 
imports and exports. This is partly accounted for by having
 
to compete on rates which for a Malawian export commodity is
 
a front haul for a Malawian transporter (high rate) but a
 
backhaul for a South African haulier (lowrate). In turn for
 
a Malawian operator, due to the lack of well established
 
contacts in regional countries it is difficult to pick up
 
a backhaul and negotiate an appropriate rate.
 

In terms of foreign exchange expended, in 1980 (when

both Mozambique rail lines were operating effectively)

foreign exchange payments to C.F.M. were K. 15 million (plus

K. 2.5 million for M.R.) and K. 10 	million for road transport

totalling K. 27.5 million. In 1983 estimates are
 
K. 15 million to C.F.M. and K. 60 million for road transport

totalling K. 75 million or approximately three times that
 
incurred several years earlier. Since total foreign exchange

earning from export products are anticipated as being approxi
mately K. 275 million in 1983, almost one third of this will
 
be consumed in foreign exchange costs for transport sources
 
alone.
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5. 	Transport Options
 

The 	Government of Malawi has reacted well to the transport
 
crisis and has initiated a series of actions aimed at alle
viating the problem. These consist of:
 

a) 	The establishment of a National Transportation
 
Committee with representatives of Government,
 
private sector producers and road hauliers aimed
 
at prioritizing movement of commodities by different
 
transport modes (particularly fuel and fertilizer
 
imports).
 

b) 	The formation of a "booking agency" for road trans
port, the Malawi International Transport Company
 
(M.I.T.C.O.) whose purpose is to assign contracts
 
toMalawian hauliers in such a way as to better
 
utilize capacity and ensure coordination of front
 
and back hauls.
 

c) 	Drafting a bi-lateral agreement with Zambia so as
 
to coordinate policies with regard to road transport
 
regulations. If this is successful a similar
 
agreement is to be proposed with Zimbabwe.
 

d) 	Investigating means to open a new access corridor
 
to the north into Tanzania so as to provide an
 
alternative routing to a sea port (Dar es Salaam).
 

Within this context therefore the following options
 
should be given serious consideration.
 

i) 	First priority should be given to improving the
 
capacity of the Nacala rail line in Mozambique.
 
Several donors are already commited to this.
 
As and when the situation allows, the same should
 
be done for the Beira rail line.
 

ii) 	 Equal priority should be given to developing a
 
north/south access corridor into Tanzania so as
 
to connect with Dar es Salaam. This will involve
 
constructing a remaining link of the main MI road
 
costing possibly K20 million and constructing
 
a 50 km. link in the north of the country and across
 
the border into Tanzania (estimated cost K.20 million)
 

iii) 	 Simultaneously promotion of the Malawian road
 
haulage fleet is required so as to improve its
 
capabilities and enable Malawian hauliers to compete
 
and participate in international operations
 
(estimated cost K.5 million for 30 tractor/tfailer
 
units).
 

iv) 	Rehabilitation of the Lusaka - Chipata read in Zambia
 
is required and adequate preventative maintenance
 
should be introduced so as to prevent failure of this
 
critical road link. (estimated cost K.60 million).
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6. Potential Impacts
 

In terms of focusing on any of these transport options,
 
the tgo rail lines via Mozambique are the least cost routes
 
hence the greatest impact of foreign exchange savings results,
 
from using these routes. Failing this opening a corridor
 
directly into Tanzania in the north will provide the second
 
shortest distance and least cost route to a seaport for
 
international traffic by road or rail. This may also
 
encourage development of the use of Lake Malawi for moving
 
high bulk products.
 

For road transport it has been shown that if loads are
 
guaranteed in both directions and a minimum number of trips
 
is guaranteed per month,with the assistance of MITCO,
 
international trucking operations can be profitable. In
 
addition if certain institutional aspects can be improved
 
(e.g. terms of financing, insuranue, etc.) and umbrella
 
organizations are established to assist in providing improved
 
technical and financial management, Malawian transporters
 
can compete and participate in international road haulage
 
operations. The potential inpact from foreign exchange
 
savings for each Malawian unit replacing a foreign registered
 
operator, (operating 130,000 Km per year) is a saving of
 
approximately $50,000 per annum (or $1.5 million p.a for
 
30 trucks). In addition improved management of transport
 
services will reduce the overall cost of transport, so
 
saving additional foreign exchange.
 

In concert with other actions therefore, promotion
 
of the Malawian transporters capabilities in the field of
 
international transport, whilst not involving significant
 
capital investments can be seen as a positive contribution
 
to the improvement of transport services, adaptable to any
 
route,minimizing dependence on foreign operators and providing
 
a benefit to the economy as a whole in the form of foreign
 
exchange savings.
 



I.. MACRO ECONOMIC TRENDS AND IMPLICATIONS. CONCERNING
 

THE TRANSPORT SYSTEM
 

A. Overview of the Structure and Performance of
 

the Malawi Economy 

Malawi is a landlocked country with a population in
 
1982 of 6.3 million people, having a land area of approxi
mately 45,000 square miles, about one fifth of which con.
sists of Lake Halawi. GDP per capita was $192 in 1982.
 
The economy is based on agriculture with a small indus
trial sector based on agro-industries. There are few
 
exploitable resources and emphasis has been on obtaining

self-sufficiency in food, clothing and housing. The
 
export trade fulfills the vital need of providing the
 
foreign exchange necessary for essential resource inputs of
 
petroleum fuels, coal, fertilizer, machinery etc.
 
Principal exports are tea, tobacco, sugar and recently
 
maize. Since independence Government strategy has focussed
 
on economic growth through increasing agricultural pro
duction of cash crops for export whilst simultaneously
 
striving for and maintaining food self-sufficiency and
 
undertaking import substitution.
 

1. Trends in GDP
 

Table 1.1 shows the evolution of GDP over the last
 
ten years. From 1973 to 1979, before the onset of economic
 
difficulties, real Gross Domestic Product grew at 6.1 per
cent per annum, a rate well in excess of population growth

which has been estimated at 2.9 percent per annum. More
 
importantly these gains have been distributed in such a way

that all income groups, including the poorest, have bene
fited absolutely if not relatively.
 

The data in Table 1.1 wh4-h deals with the relative
 
share of GDP originating from various sectors of the
 
Malawian economy does not reveal, except for the growing role
 
of estate agriculture, any significant change in the struc
ture of the Malawian economy between 1973 and 1982. It is
 
interesting to note that the share accounted for by
 
government services has remained fairly constant over time 
an indicator that this sector is not expanding relative to
 
the economy as a whole. The structure of the economy in
 
1983 however has changed significantly from that which pre
vailed in 1964. Then agriculture accounted for 58 percent

of GDP (with the bulk of this being non-monetized production)
 
as opposed to 40 percent of GDP accounted for by this sector
 
today.
 

Table 1.2 provides additional insight into the trans
formation of the YAlawian,economy over the period 1964 to
 
1980. It reveals considerable improvements in investment/
 
savings performance, in the levels of the available infra
structure and in the stock of human resources, and indi
cates that Malawi is better off today than at the time of
 
independence.
 



Table 1.1 

Real Gross Domestic Ploduct by Econumic Activity 1973 - 1982
 

(Millions of Kwachal 1978 Prices 

1973 1979 1980 1981 1982 
Estimate 

Compound 
Growth 
1973-1979 

Growth 
Rate 

1979-1980 

Growth 
Rate 

1980-1981 

f Growth 
Rate 

1981-1982 

Relative 
Share 
1972 

Relative 
Share 
1983 

Agriculture ,Forestry 

a Fishing 223.6 308.3 291.5 302.1 313.8 5.5 -5.4 3.6 3.9 41.0 40.1 
(Estimates) (26.6) (56.2) ( 57.7) ( 55.1) ( 65.4) (11.3) (2.7) (-4.5) (18.7) (5.4) ( 8.4) 
(Smallholders) 

Manufacturing 

194.0) 

61.9 

(252.1) 

90.3 

(233.8) 

93.6 

(247.0) 

95.3 

(248.4) 

91.1 

(4.5) 

6.5 

(-7.3) 

3.7 

1 5.6) 

1.8 

(0.6) 

- 4.4 

(35.6) 

11.3 

(31.7) 

11.6 
Electricity a Water 8.4 13.7 14.8 14.9 15.3 8.b 8.0 .7 2.7 1.5 2.0 

Construction 

Buildin andDistribution (Trade) 

28.9 

74.1 

48.8 

109.7 

45.3 

118.0 

36.2 

108.9 

33.9 

106.8 

9.1 

6.8 

-7.2 

7.6 

-20.1 

7 

-

-

6.4 

1.9 

5.3 

13.6 

4.3 

13.6 
Transport a Communi-

6.8.5. 
cation 

Financial Services 

37.2 

14.5 

48.7 

26.1 

50.7 

28.3 

47.3 

26.3 

43.2 

29.0 

4.6 

10.3 

4.1 

8.4 

6.9 

7.1 

8.5 

10.3 

6.8 

2.7 

5.5 

3.7 
Ownership of Dwellings 
(Sub-total - PrivateSector) 

20.4 

(469.0) 

30.9 

(676.5) 

31.7 

(673.9) 

32.3 

(663.3) 

33.1 

(666.2) 

7.2 

6.3 

2.6 

-

1.9 
I....... 

2.5 
] .... 

3.7 

(86.0) 

4.2 

(85.1) 

overnment Services 76.5 100.7 106.1 110.8 116.9 4.7 5.4 4.4 5.5 14.0 14.9 
GDP at Factor Cost 545.5 777.2 780.0 774.1 783.1 6.1 .4 .8 1.2 100.0 100.0 

Source: "Malawi National Accounts Report 1973-1978" and 
"Malawi - Recent Economic Develoj;mients" IMF, February 1983. 



Table 1.2 Malawi Indicators of Economic Transformation,
 
1964-1980
 

Economic Indicator 


CDP per Capita (1980 Kwacha) 


Investment/GDP (percentage)1/ 


Savings/GDP (percentage) 


Government Savings/GDP (percentage) 


Employment in Wage Sector (000s) 


Manufacturing Output (million
 
1980 Kwacha) 


Paved Roads (km) 


Secondary School Enrollments 


University Graduates 


Electricity (mnkwh) 


Rail Traffic
 
(million tonne-kilometerF' 


Source: 


1/ 1978 - 1980
 

2/ 1964 - 1966 

3/ 1968
 

4/ 1978
 

1964 1980 

122.8 207.9 

13.6- / 25.5- / 

-12.1 12.61 / 

-12.5 1.8 

135.0-2/ 348.0± / 

36.0 71.0 

200.0 1,899.0 

5,951.0 15,140.04 / 

33.0 2,656.0 

43.0 365.5 

85.1 228.3 

"The Private Sector and the
 
Economic Development of Malawi"
 
A.I.D. Evaluation Special Study
 
No. 11, March, 1983.
 



2. 	Balance of Payments
 

Table 1.3 provides an overview of Malawi's balance of
 
payments performance over the period 1964 to 1980. It
 
reveals that while exports expanded quite rapidly (at an
 
annual rate of 15.1 percent over the period 1964-1980)
 
imports expanded at a slightly higher rate (15.3 percent
 
per annum) such that Malawi experienced a growing deficit
 
on non-factor services (which includes payment for transport
 
costs) which along with other factors, led to a growing
 
deficit on current account. 1/
 

As can also be seen, Malawi received net capital in
flows that were large in relation to export earnings over
 
the same period. In the initial years following independence
 
these were generally made available on concessional terms.
 
From 1978 however, Malawi began to borrow extensively on
 
commercial terms (at variable interest rates) for urban and
 
infrastructure projects as well as for agricultural projects.
 
The urban and infrastructure projects have low financial
 
returns, whilst the agricultural projects, particularly in
 
the case of sugar, were adversely affected by low inter
national commodity prices. The result was a growing debt
 
service problem such that Malawi was forced to reschedule
 
its debt. As a result of subsequent negotiations, the
 
debt service ratio (debt service as a percentage of export
 
earnings) was reduced from 50% to 43% in 1982 and from 40%
 
to 23% in 1983.
 

Malawi's growing balance of payments problems are also
 
reflected in declining gross official reserves. By late
 
1982, these had declined to the value of only 60% of one
 
month's imports. Malawi has recently negotiated an IF
 
Extended Facility loan of K.120 million for disbursement
 
over the next five years within the structural adjustment
 
program.
 

3. 	Exports and Imports
 

Table 1.4 provides an overview of Malawi's export per
formance since independence. It indicates that while total
 
exports have expanded considerably, Malawi has achieved only
 

1/ 	The dramatic growth of transport costs 1980-83 are
 
discussed in Section IV, C.
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Table 1.3 


1. 	Exports (f.o.b.) 


2. 	Imports (f.o.b.) 


3. 	Balance of Trade (1-2) 


4. 	Balance on non-7actor
 
services. 


5. 	Balance on Factor
 
services. 


6. 	Balance on Transfers 


7. 	Balance on Capital 
Account (3 + 4 + 5 + 6) 

8. 	Balance on Capital
 
Account 


9. 	Errors and omissions 


10. Net Movement in Official
 
Reserves 	(- = increase)

(7 + 8 + 9) 


* 	 Estimate 

Balance of Payments Summary
 

1970 - 1983 (Millions of Kwacha)
 

1970 1975 1980 1983
 

49.7 118.0 231.0 292.7
 

68.4 187.0 278.6 265.3
 

-18.7 -69.0 - 47.6 + 27.4
 

-15.4 -35.0 - 96.9 -122.1
 

- 6.1 + 8.0 - 42.3 - 38.1
 

+12.9 +21.0 - 5.2 - 9.1
 

-27.3 -75.0 -192.0 -141.9
 

+34.1 +61.6 +185.4 +166.9
 

- 0.1 1/ 1/ 1/
 

- 6.7 +13.4 + 6.6 - 25.0
 

Source: "Malawi; Growth and Structural
 
Change - Statistical Appendix",
 
IBRD February 1982 and "Malawi
 
Economic Report" (various years)
 

1/ Included in Balance on Capital Account
 



Table 1.4 
 Historical Overview of Export Performance
 

Export Indexes: 1965 - 1980 (1979 = 100)
 

Major Estate Crops Major Smallholder Crops Other Exports Total Exports

Tobacco Tea Sugar Tobacco Groundnuts Cotton Rice
 

1965 11.4 
 42.4 -- 53.6 138.0 328.6 15.7 90.1 40.0 
1966 11.4 48.9 -- 47.2 108.0 342.9 20.0 199.1 	 51.7
 
1967 11.0 54.0 -- 43.4 372.3 221.4 21.4 235.4 67.4 
1968 14.9 50.8 -- 43.7 219.0 178.6 12.9 204.9 57.0
 
1969 16.6 55.6 
 3.2 36.1 250.4 271.4 24.3 206.3 
 60.1
 
1970 21.8 56.9 2.1 40.3 
 164.2 421.4 40.0 193.7 59.0
 
1971 28.9 
 58.5 4.3 45.3 213.1 342.9 74.3 191.5 64.7
 
1972 36.0 61.7 5.0 
 51.3 260.6 342.9 102.9 188.3 71:2
 
1973 37.0 89.1 24.9 60.8 
 200.0 178.6 204.3 210.8 79.4
 
1974 38.6 76.5 32.0 
 58.6 151.1 178.6 158.6 185.2 
 72.7
 
1975 50.7 80.1 43.4 40.7 181.8 157.1 72.9 171.3 74.7
 
1976 56.2 
 94.5 58.4 62.4 189.8 142.9 62.9 130.5 79.8
 
1977 59.4 95.8 
 79.7 73.8 118.3 142.9 171.4 138.1 84.4
 
1978 65.3 98.1 
 66.3 77.6 49.6 42.9 110.0 104.0 76.3
 
1979 100.0 100.0 100.0 100.0 100.0 100.0 100.0 
 100.0 100.0
 
1980 121.8 97.1 141.5 52.3 165.0 171.4 185.7 
 155.2 	 115.1
 

Source: 	 "Malawi; Growth and Structural Change -

Statistical Appendix", IBRD, February 1982.
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modest success in diversifvina its export base. 1/ In
 
the case of sugar, which emerged as a new export-in 1969,
 
difficulties have been encountered since 1980 due to the
 
imposition of US sugar quotas, downward trends in prices
 
and rising transport costs. Other exports, however,
 
expanded modestly over the period 1964-1980, largely in
 
the form of textile exports to neighbouring countries.
 
With the near doubling of maize prices during the 1980/
 
31 crop year, Malawi's farmers have significantly expanded
 
=heir production and as a result, Malawi now has a maize
 
surplus to export to neighbouring African countries.
 

Table 1.5 examines the structure of Malawi's imports
 
between 1964 and 1980. It reveals that since independence
 
..alawi has devoted an increasingly larger share of its
 
=otal import bill to capital goods and intermediate
 

consume
materials, though petroleum costs have continued to 

an ever larger share. 2/ Reflecting Malawi's successful
 
-.rnort substitution strategy, consumer goods have accounted
 
for a declining share of consumer non-durable goods.
 
::alawi is, in fact, one of the few countries in Africa in
 
-.:hch food production is rising more rapidly than population
 
zrcwth. Table 1.6 shows Malawi's principal trading partners.
 

Table 1.7 summarizes the tonnage of the principal
 
mnort and exDort commodities and Table 1.8 summarizes the
 

7ode of transport used for these imports and exports over
 
-he last three years.
 

4. 	Factors in Poor Performance (1979 - Present)
 

Since 1979 a combination of events has caused a
 
marked deterioration in Malawi's economic situation.
 
Drought in two successive years led to the temporary

importation of maize in 1981. Periodic interruptions,
 

1/ 	Most of this export growth was fueled by the commercial
 
estates. From 1967 to 1978 (in current prices) estate
 
exports grew by 20 percent each year while smallholder
 
exports grew by 8 percent per annum. In the future,
 

shortages of land, fuelwood and credit are likely to
 
retard the expansion of the estates sector. Accord
ingly, Malawi will have to rely increasingly on small
holders to expand and diversify its export base.
 

2/ Actual consumption of petroleum has grown very slowly
 
(1.4% per annum from 1975-1980) as the GOM has taxed
 
fuel heavily and allowed consumer prices to rise.
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Table 1.5- Imports by end-use 1970-1980
 

(Relative shares - Pezcent)
 

1970 1975 1978 1980 

Consumer Goods 

Non-Durable 
Durable 
(Food) 

17.6 

14.7 
2.9 

(11.0) 

13.9 

11.2 
2.8 

( 6.1) 

12.6 

10.7 
2.0 

( 3.7) 

11.6 

9.8 
1.8 

( 6.4) 

Plant, Machinery & 
Equ ipment 11.9 12.5 20.5 14.0 

Transport Eguipment 14.6 16.0 13.6 17.1 

Materials for Building 
and Construction 7.4 7.8 8.4 8.7 

Basic and Auxiliary 
Material for Industry 30.7 33.2 26.0 29.6 

Parts, Tools and Miscel
laneous Appliances 4.1 3.3 5.0 2.9 

Commodities for Inter
mediate and Final 
Consumption 

(POL) 
12.0 

( 7.8) 
12.9 

( 9.1) 
13.5 
(10.8) 

15.8 
(14.1) 

Miscellaneous Imports 1.8 0.5 0.4 0.3 

TOTAL 100.0% 100.0% 100.0% 100.0% 

Source: halawi Statistical Yearbook 
(Various Years) 
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Table 1.6 	 Malawi's Principal Trading Partners (Value) 

(K. 000,000)
 
EXPORTS 
 1977 1978 1979 1980 1981
 

Overseas
 
United Kingdom 77.0 70.7 74.0 63.9 55.5
 
West Germany 8.4 9.4 16.7 17.1 18.2
 
Netherlands 	 15.1 13.6 18.1 
 20.6 15.7
 
U. S. A. 16.5 8.3 12.3 39.1 68.5
 
Other Western Europe - 10.6 19.6 23.0 17.4
 
Eastern Europe 
 - 0.3 0.4 0.6 0.6
 
Pakistan & Tunisia 
 - 0.9 3.0 3.0 2.8 
Australia & New Zealand - 4.3 3.6 5.3 6.8 
Japan. - 2.3 2.0 4.4 5.3 
Other Overseas - 8.2 4.8 7.2 7.2 

TOTAL 128.6 154.5 184.2 198.0 
Regional 
Tanzania (a) (a) (a) (a) (a)
Zambia 4.5 4.4 4.8 3.5 3.8
 
Zaire 	 - 0.3 0.2 0.3 0.9
 
Zimbabwe 	 2.1 1.3 1.3 12.3 
 20.2
 
Mozambique - 0.5 0.4 2.6 1.5 
South Africa 12.4 6.7 8.6 7.5 12.3 

TOTAL 13.2 15.3 26.2 38.7 

Other African Countries - 7.0 6.5 7.9 9.3 
T 0 T A L E X P 0 R T S 172.0 148.8 176,3 218.3 246.0 

IMPORTS
 
Overseas
 
United Kingdom 39.4 56.8 60.5 67.3 44.1 
West Germany 8.1 9.1 17.1 18.1 25.8 
Netherlands - 5.6 4.3 14.9 9.4 
France - 4.9 5.0 8.3 9.0 
Other Western Europe - 15.7 15.7 23.4 30.9 
Eastern Europe - 0.6 1.9 1.6 1.6
 
U. S. A. 
 10.5 13.2 10.5 12.1 13.5
 
Canada 
 - 7.8 2.1 4.9 1.3 
Pakistan & India - 4.5 5.6 4.3 5.2
 
Singapore & Hong Kong - 4.0 5.7 2.6 6.3
 
Australia & New Zealand - 1.8 3.1 3.1 3.8
 
Japan 18.4 28.8 30.8 25.0 19.6
 
Other Overseas 
 - 11.9 13.4 16.7 19.9
 

TOTAL 164.7 175.7 202.3 190.4
 
Regional
 
Tanzania - 0.1 0.2 0.3 0.2
 
Zambia 2.4 2.1 6.8 7.7 4.5
 
Zaire (a) (a) (a) (a) (a)

Zimbabwe 5.7 
 6.0 4.8 12.7 18.9
 
Mozambique 
 - 1.8 1.8 1.8 2.3 
South Africa 77.8 109.0 134.5 131.5 103.9 

TOTAL 119.0 148.1 154.0 129.8 
Other African Countries - 1.0 1.0 0.9 1.7 
T 0 T A L I M P O R T S 209.8 284.7 324.2 357.2 321.9 

(a) Less than K. 50,000
 

Sources: 	 1981 Reserve Bank of Malawi
 
Report,Monthly Statistics,
 
September, 1982
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Table 1.7 Principal Malawi Imports and Exports (by weight)
 

1977 - 1981 ('000 tonnes)
 

IMPORTS 	 1977 1978 1979 1980 
 1981 1982*
 

Diesel 64.1 71.0 75.2 78.8 66.7 60.2
 
Petrol 35.8 
 40.4 41.9 39.4 39.7 35.6
 
Paraffin,Jet A-1, Avigas 21.6 22.9 24.0 17.1 15.2 13.7
 
Residual Fuels 
 3.3 4.0 3.3 2.3 2.1 2.6
 
Lubrication Oils & Grease 14.0 19.1 14.5 9.1 9.4 10.0
 
Coal, Coke & Derivatives 56.6 55.9 34.3 67.4 47.8 70.4
 
Fertilizers 83.6 99.2 104.9 99.5 127.3 
 117.5
Iron & Steel Products 29.8 55.5 46.2 37.7 16.4 

Paper & Paperboard 8.4 10.3 9.9 16.0 9.3
 
Cereals & Flour 
 29.6 9.6 16.6 36.4 69.1 90.0
 
Common Salt 11.9 3.5 15.9 13.0 10.5
 
Other 	 112.5 111.4 161.5 76.3 118.3 90.0
 

TOTAL IMPORTS 471.2 502.8 548.2 493.0 531.8 500.0
 

EXPORTS
 

Sugar 	 68.4 62.3 78.9 97.6 124.4 101.1
 
Tobacco 	 46.1 49.7 60.4 63.0 44.0 
 44.8 
Tea 35.8 36.6 35.4 32.0 31.5 37.2 
Groundnuts 18.7 8.7 15.1 25.9 11.3 7.3 
Molasses 32.6 30.0 27.9 49.1 26.9 -
Rice 12.0 7.7 7.0 9.8 8.1 2.6 
Dried Peas,Beans & Cassava 19.1 18.5 15.9 10.6 15.2 
 10.0
 
Animal Feed 	 8.8 10.2 8.4 6.3 7.9 
 3.0
 
Maize 13.1 7.0 3.1 1.8 0.3 
 74.0 
Other 13.9 15.1 15.8 8.9 23.4 20.0 

268.5 245.8 267.9 305.0 293.0 300.0
 

Source: National Statistics Office
 

estimate
 



Table 1.8 Distribution of Malawi's External Trade by
 

1979 	 Exports 

Imports 


TOTAL 


"980 	 Exports 

Imports 


TOTAL 


"981 	 Exports 

Imports 


TOTAL 


Rail 

Via Beira 


183.8 

381.6 


565.4 


197.6 

313.1 


510.7 


194.7 

267.2 


461.9 


Route: 1979 - 1981
 

('000 	tonnes)
 

Rail Road 

Via Nacala Via Tete 


75.1 6.9 

150.7 9.0 


225.8 15.9 


87.4 12.3 

147.4 20.2 


234.8 32.5 


73.9 12.4 

125.4 81.0 


199.3 93.4 


Source: Malawi Railways
 

Road Total
 
Via Lusaka
 

2.1 267.9
 
6.9 548.2
 

9.0 816.1
 

7.7 305.0
 
12.3 493.0
 

20.0 798.0
 

10.9 293.0
 
53.9 531.8
 

64.8 824.8
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resulting from insurgent activity and poor maintenance of
 
the rail routes through Mozambique, have impeded the move
ment of imports and exports, raised their transport costs
 
and led to shortages of fuel, fertilizer and other critical
 
imports. Increased petroleum costs in 1979 coupled with
 
declining international prices for Malawi's major exports
 
resultei in a substantial decline in the terms of trade,
 
in the face of a growing debt service problem. Government
 
and domestic bank borrowing also rose significantly over
 
the period 1979 to 1982 as the government accelerated its
 
recurrent and development expenditures. As a result,
 
inflation accelerated to 16 percent per annum and real
 
growth in Gross Domestic Product declined significantly.
 

Through the auspices of the IMF however, the Government
 
of Malawi has attempted to tackle its problems. Under the
 
terms of a one year stand-by arrangement (April 1982 -

March 1983) it devalued its currency by 15 percent, increased
 
several product prices fur the 1982/83 growing season and
 
accepted ceilings on non-concessional foreign borrowing and
 
net (domestic) bank credit to the Government. An IMF team
 
visited Malawi. :his year and pronounced itself pleased with
 
Malawi's performance. As a consequence Malawi and the IMF
 
have agreed to a K. 120 million, five year extended fund
 
facility loan.
 

Because of its resource endowments and the small size
 
of its domestic market, Malawi has opted for an outward
looking, export orienzated strategy based on small farmer
 
and estate agriculture. While import substitution has
 
formed a part of the overall strategy it has been based
 
upon considerations of economic efficiency as opposed to
 
political and ideological considerations. Whilst the
 
government has maintained a large measure of control,
 
either directly or through statutory bodies, the economy
 
has been largely allowed to respond to market forces.
 

5. Food Self-Sufficiency
 

As noted, Malawi is one of the few countries in which
 
food production has historically expanded more rapidly than
 
population. This has had a considerable impact upon Malawi's
 
development success to date, using resources that have been
 
available in Malawi to finance the importation of capital and
 
intermediate goods in support of economic development.
 

In its agricultural sector assessment undertaken in
 
1981, the IBRD was not optimistic that this favourable
 
situation could be continued into the flrture as the perfor
mance of the food producing smallholder sector was already
 
weakening. Also, Malawi's population has been growing at
 
2.9 percent per annum, a rate which will double population
 
every 24 years, and this growth rate is likely to accelerate
 
unless fertility can be reduced. In the past, Malawi has
 
fed its growing population by expanding the area under
 
cultivation and increasing yields through the use of
 
fertilizers, but given its resource base, it is rapidly
 
reaching the limits of such a strategy. The IBRD has esti
mated that the availability of new arable land will be
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exhausted by the mid-1980's and at this point, Malawi will
 
be forced to expand increasingly marginal areas and to reduce
 
fallow periods and the airea of land devoted to export crops,
 
consequently increasing the need to import food.
 

These options are not favourable from the point of
 
view of Malawi's long term economic development. Expansion

into marginal areas and reduced fallow periods will entail
 
high costs in terms of fertilizer imports and long term
 
degradation of the resource base. Reduction in the amount
 
of land devoted to export crops and increased food imports

will be very costly in terms of foreign exchange which
 
could otherwise be devoted to increasing the economy's

capital stock. Consequently the development of agricultural
 
research and extension services directed toward the small
 
farmers is required which can facilitate and support higher

yields of food crops, particularly maize, and higher value
 
low bulk export crops.
 

6. Transport Costs
 

Malawi's development since independence has been
 
complicated by its landlocked status. 
 While its location
 
benefited the country's import substitution/agricultural

processing efforts (with high transport costs from outside
 
providing protection against higher production costs) this
 
was offset by the higher costs of essential imports and
 
reduced foreign exchange available from exports. As the
 
growth record from 1964 to 1979 demonstrates however, these
 
costs did not constitute an insuperable barrier to devel
opment - although the increasing deficit on non-factor
 
services (see Table 1.3) indicates that they have consti
tuted a growing problem over time.
 

From Independence to 1979, Malawi relied upon rail
 
linkages to the Mozambique ports of Beira and Nacala for
 
shipments of its principal imports and exports. Collect
ively these two ports and their associated rail links
 
handled 90-95 percent (by weight) of Malawi's external
 
trade, with the Beira port alone accounting for 70 percent.

In 1979 however, the capabilities of both links began to
 
weaken as a result of management weaknesses, inadequate

equipment maintenance, and deteriorating track conditions.
 
More important, a growing insurgency problem hampered

operations of the Beira route until it effectively ceased
 
to operate in late 1982. Aij a result, Malawi has been
 
forced to utilize alternative road and rail links through

Zimbabwe and Zambia (to South African ports) for the bulk
 
of its foreign trade.
 

Utilization of these alternative routes has come at a
 
very high cost to Malawi. The UNDP* has estimated that
 
utilization of these routes had an economic cost of $12
 
million in 1982 alone and that in 1983 these costs may
 
amount to between $25-30 million, or 10-12% of projected
 
export earnings.
 

UNDP / UNCTAD RAF/77/017 
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These estimates are conservative, in that they take no
 
account of extra transport costs for maize nor of ourput
 
losses that will result from the transport crisis. The
 
estimate includes procurement of replacement supplies,
 
certain excess transport costs, port storage costs, interest
 
on tied up capital and other costs due to delayed sugar
 
sales, loss of revenue by Malawi Railways and general loss
 
and deterioration. Further estimates indicate that a failure
 
to obtain adequate supplies of fertilizer this year, would
 
lead to loss revenue of $11 million from tobacco; tea and
 
maize sales. The following Table 1.9 shows the provisional
 
estimates of foreign exchange ear.tings for 1983.
 

Table 1.9
 

Provisional Estimates of 1983 Foreign Exchange Earnings
 

Commodity Tonnage Value Kwacha.per
 
(thousand tonnest (K. million) tonne
 

Tea 39 	 51 1307
 

Tobacco 51 	 137 2686
 

Sugar 89 	 27 303
 
17 148 1/
115
Maize 


Groundnuts 8 	 7 875
 

Others N.A 34
 

Re-Exports N.A 4
 

302 	 277
 

Source: Reserve Bank of Malawi
 

These additional costs have come at a time when Malawi
 
is particularly vulnerable. As has already been noted,
 
gross foreign exchange reserves are extremely low, thus
 
allowing no flexibility to absorb these increased costs
 
even for a short period. Malawi also has a serious debt
 
service problem and, despite gaining relief in 1983 by re
scheduling, debt service will consume 30-40% of Malawi's
 
export earnings in the years 1984-1987. A further element
 
of instability is added by the fact that the prices Malawi
 
receives for its exports are largely beyond its control. 2/
 

1/ Farmers were paid K.111/tonne in 1982/83
 

2/ In 1983, a 21 percent increase in 	the production of
 
tobacco will result in earnings that are 14-17 percent
 
less due to lowet toba.cco prices.
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Coupled with high transport costs this can drastically

reduce a crops profitability, as for example for sugar pro
duced at the Dwangwa and Sucoma estates. Here, given low
 
world sugar prices°,the value of a tonne delivered to Durban
 
just covers the transport costs. Clearly Malawi cannot
 
continue to absorb such additional transport costs, on top

of transport costs that are already high, and to continue
 
to grow and develop as it did over the period 1964 - 1979.
 
Without some reduction in these transport costs its out
ward looking export orientated development strategy has
 
every chance of being overwhelmed.
 

Malawi's problems are compounded by the inter-relation
ships which exist between food self-sufficiency and the
 
impact of transport costs on an export orientated devel
ment strategy. Here the linkage is provided by imports

of fertilizer, an input essential to sustained and
 
increasing crop yields. As Table 1.6 shows, Malawi has
 
imported and sold to small farmers, increasing. amounts of
 
fertilizer in the years since 1970. These have been cri
tical to the maintenance of focd self-sufficiency and
 
expanding agricultural exports. As a low value/high bulk
 
import, fertilizers final price to the consumer is
 
extremely sensitive to transport, fertilizer imports will
 
become increasingly difficult for Malawi to afford. 1/

Yet the costs of failing to make such imports would be
 
extremely high. Food production and agricultural exports

would both suffer, further reducing the capacity of the
 
country to afford such fertilizer imports. The result
 
would be a cumulative downward spiral from which the
 
country would find it increasingly difficult to recover. 2/
 

With regard to sugar, this has shown considerable
 
expansion in volume in recent years. By 1980, it exceeded
 
tea, traditionally the second largest export. With a
 
decline in world market prices and the impositions of US
 
sugar quotas, sugar has declined absolutely and in relative
 

1/ 	In 1981 fertilizer accounted for 11% of total imports.

In 1983 fertilizer imports will account for approximately

12% by value of the project FOB exports. Had transport

costs remained constant at 1980 levels, they would only

have accounted for approximately 6% of projected exports.

The rising cost of fertilizer also enhances the impor
tance of agricultural research and extension in order to
 
ensure that it is combined with the right varieties,

techniques and complementary inputs such that its impact
 
upon production is maximized (or alternatively such that
 
fertilizer use is held at minimum levels).
 

2/ 	Such a downward spiral would have implications beyond

food, fertilizer and agricultural exports. Once caught
 
up in a foreign exchange shortage, Malawi would be unable
 
to sustain the ffee remittance of profits and dividends,
 
a considerable factor in its ability to attract the
 
foreign investments which have contributed to much of its
 
growth.
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importance in FOB terms. Accordingly, while sugar exports
 
(FOB) would have financed 21 percent of Malawi's imports
 
C.I.F. in 1981, they would have financed only 12 percent
 
of such imports in 1982. With rising transport costs and
 
poor marketing prospects, it may no longer be viable to
 
continue to export sugar. Accordingly sugar, in which
 
Malawi has invested considerable capital, may be incapable
 
of making any contribution to Malawi's development over the
 
short to medium term. However other possibilities do
 
exist - for example to place greater emphasis on ethanol
 
production, which is playing a vital role in reducing the
 
volume of petrol imports.
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B. Description of Transportation Links and Facilities
 

1. Road, Rail and Lake Transportation Links
 

Transportation links within the Republic of Malawi
 
are provided by a road network of approximately
 
10,000 kms. of which about one fifth is paved, a rail
 
network of approximately 800 km. of single line track,
 
one international airport at Lilongwe and Lake Malawi
 
which provides a potential north/south lake corridor
 
approximately 500 kms in lencrth.
 

a. Roads
 

The trunk road network totals approximately 2500 km.
 
of which over half is paved. The majority of the paved
 
roads are in the southern half of the country. The
 
main north-south axis road Bangula-Chikwawa-Blantyre-

Zomba-Dedza-Lilongwe-Kasungu-Jenda is paved however
 
certain sections are in a poor condition. This connects
 
with the Mzuzu-Karonga road which is paved, however the
 
connecting section from Jenda-Luwawa-Mozamba-Mbowe-

Mzuzu which is in difficult terrain is not fully paved.
 
A connecting road to be paved to link with the Tanzania
 
border so as to complete the overall north-south
 
corridor is currently under discussion.
 

To the south and east paved roads connect with
 
Mozambique at Bangula and Mwloza. To the west, a new
 
connection to Zimbabwe via Mozambique from Lilongwe to
 
Mwanza is scheduled to be built whilst a paved road
 
connects with the Zambian border further north at Mchinji.
 

- The critical missing links therefore in the road 
network are a section of the M1 between Jenda an' 
Mzuzu which requires paving, arid the connecting link 
•~"ich requires construction to connect with the
 
.anzanian border in the north.
 

b. Rail
 

Malawi Railways has a single line rail network with
 
two branches which connect with Mozambique at Nasanje
 
and Nayuchi. The former links with the Mozambican
 
'Caminhos de Ferro' line to Beira whilst the latter
 
connects with the port of Nacala. These two lines meet
 
at Nkaya and link with both Blantyre and Lilongwe. The
 
last section of rail line to be constructed recently
 
connects Lilongwe with the Zambia border at Mchinji
 
which will then connect with Chipata in Zambia. The
 
rail network also connects with the lake services at
 
the port of Chipoka.
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c. Lake 

Lake Malawi has traditionally been used to provide some
 
passenger and freight services although volumes are fairly
 
low. There are small ports at Monkey Bay, Chipoka, Nkhota
 
Bay and Chilumba. Most activity occurs at Chipoka where
 
the railway connects with the port.
 

d. International Transport Corridors
 

Due to its landlocked position Malawi is dependent on
 
international transport corridors in neighbouring countries
 
for the import and export of commodities. The following
 
outlines the routes which connect with principal seaports.
 
These are the main transit transportation links for the
 
Republic of Malawi. There are essentially six routes which
 
are available. These are:
 

1. Rail to Beira.
 

2. Rail to Nacala.
 

3. Road via Tete and Harare to Durban. 

4. 	Road via Lusaka and road or rail via Gabarone
 
to Durban.
 

5. 	Road via Lusaka and road or rail via Tanzania
 
to Dar s Salaam.
 

6. Road via Lusaka and road or rail via Tanzania.
 
The seventh option depends on opening up tha northern road
 
link into Tanzania in the future (See Section II.B)
 

2. Road, Rail and Port Facilities
 

The previous section has outlined the principal inter
national transport routes upon which Malawi is dependent.
 
The following highlights the infrastructure and facilities
 
on each of the main routes.
 

1. Nsanje-Beira (Rail)
 

This is the shortest distance to the coast and consists
 
of a single line track, sections of which are badly
 
deteriorated. The line which previously served as the
 
vital link for Malawi is currently virtually closed due to
 
insurgency in the region. The port of Beira can receive
 
ships up to 25,000 t.dwt. and can handle bulk and break
bulk cargoes, Ro-Ro traffic, fuel and coal. Cranes and
 
handling facilities are adequate and transit cargo storage
 
of up to 60,000 m2 is available.
 

2. Nayuchi-Nacala (Rail)
 

This is a single line track, sections of which are
 
poorly constructed and maintained which leads tc problems
 
during the rainy season. There is a rehabilitation
 
program which is due to be implemented shortly. Communi
cations on the line are poor if not non-existent. Nacala
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is a deep seaport with good access. There are four conven
tional shipping berths and two container berths. There are
 
facilities for POL and facilities for transferring
 
containers directly between ships and wagons and a large
 
rail mounted gantry. Handling facilities are good and
 
covered transit cargo storage of 24,000 M 2 is available.
 
However the ground at the container terminal is not paved
 
which leads to handling difficulties during the rainy
 
season.
 

3. Mwanza-Tete-Harare road/Harare-Beit Bridae-Messina-


Durban rail.
 

A new paved road is scheduled to be built between
 
Lilongwe and Mwanza. In Malawi the present road from
 
Blantyre to Mwanza is gravel. Over the border in
 
Mozambiaue the road is paved but badly deteriorated up to
 
Tete and has been subject to insurgenc y recently. The
 
bridge at Tete has alsr been closed. If this occurs th's
 
necessitates using the alternative lonaer road route to
 
Harare via Lusaka. The road section in Zimbabwe from
 
Harare to Beit Bridge is paved and aocd.
 

4. (a) Mchinji-Lusaka road/Lusaka-Chirunda-Harare road/
 

Harare-Beit Bridge-Messina-Johannesbura-Durban rail.
 

This is a paved road, sections of which need reconst
ruction on the section from Lusaka to Harare. At Harare
 
transhipment facilities for containers exist but require
 
expansion. In Zimbabwe the NRZ presently operates diesel
 
locomotives but this section first to Sombula and then
 
through to Beit Bridge is being electrified. In South
 
Africa the rail route passes via Pretoria from Messina to
 
Durban. Parts of this are electrified.
 

4. (b) Mchinji-Lusaka road/Lusaka-Harare-Beit Bridge road/
 

Beit Bridge-Messina-Johannesburq-Durban rail.
 

The alternative to the above route is by road all the
 
way through Zimbabwe via Harare to Beit Bridge to the
 
South African border and to transship at Messina onto the
 
South Africa rail system. The paved road is good and good
 
warehousing and transhipment facilities exist at Messina.
 

5. (a) Mchinji-Lusaka road/Lusaka-Livingston-Bulawavo

Gabarone-Mafekinq-Durban rail.
 

This is a paved road to Lusaka, parts of which are
 
poorly maintained and badly deteriorated in Zambia. Lusaka
 
road/rail transhipment facilities and warehousing are
 



21 

available. Container handling facilities are available
 
but require improvement. Zambian Railways (Z.R.) serves
 
the route to Victoria Fall:s bridq'e where the National Riil
ways of Zimbabwe (NRZ) takes over. Sections of the Zambian
 
railway are scheduled for improvement under a IBRD inves
tment program. In Zimbabwe steam locomotives are used up
 
to Victoria Falls as it runs through the Wankie coal pro
ducing area. From Victoria Falls to Bulawayo and on to the
 
Botswana border, and in Botswana itself after Francistown
 
for 640 kms, the railway is operated by NRZ. The Botswana
 
Government plans to take this over in 1987.
 

In South Africa the railway is operated by South
 
African Transport Services (S.A.T.S.) from the Botswana
 
border via Mafeking, Zeerust and Johannesburg to Durban
 
(1047 kms). This is part diesel operated and part electric.
 
Services are good. At the port of Durban ships up to
 
80,000 t. dwt. can be handled and 59 berths are available
 
for bulk, break bulk, containers, Ro-Ro and fuel cargos.
 
Container facilities and handling facilities are good and
 
95,000 m2 of covexed storage space are available. S.A.T.S.
 
owns and operates the port which facilitates cargo handling
 
and loading onto the railway.
 

5. (b) Mchinji-Lusaka road/Lusaka-Kazungula-Franciston
 

Gabarone-Mafeking-Zeerust road/Zeerust-Johannesburg-


Durban rail.
 

An alternative to the above consists of a similar
 
routing by road all the way from Lusaka to the South African
 
border. The road from Lusaka to Kazungula is paved with
 
some sections requiring rehabilitation. At Kazungula
 
(where four countries meet) there is a ferry crossing. Pro
posals have been made to replace this by a bridge in the
 
long term. Beyond Kazungula, in Botswana, there is a
 
section of gravel road followed by a new section of paved
 
road to the South African border at Mafeking. At Zeerit!t
 
(in "R.S.A.)"thef-are transhipment facilities to link ,.':h
 
the South African railway.
 

6. (a) Mchinji-Lusaka road/Lusaka-Dar es Salaam rail.
 

This route consists of delivering goods by road to
 
Lusaka, transhipping them which are then routed via Zambian
 
Railways to Kapiri Mposhi. They travel on the remaining
 
section of this route (which is 1860 kms to Dar es Salaam)
 
on the Tazara railway powered by diesel locomotives. This
 
line is new but certain sections of the line are subject to
 
landslides.
 

The port of Dar es Salaam is fairly modern with faci
lities for conventional ships and some RoRo facilities.
 
There is a buoy for crude oil inputs which can cater for
 
very large tankers of 100,000 t.dwt. (A crude oil pipeline
 
connects with Ndola in Zambia). Containers must be off
loaded by ships equipment. There is a project for
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developing and expanding the container facilities. Handling
 
facilities exist but availability is often poor due to the
 
lack of spares, fuel, etc. Additional warehousing facili
ties are being constructed.
 

6. (b) Mchinji-Lusaka-Dar es Salaam road.
 

The road to Kapiri Mposhi from Lusaka is paved and
 
fairly heavily trafficked. Beyond Kapiri Mposhi the road
 
is the TanZam Highway which is paved and forms part of the
 
Trans-. st African Highway. In Tanzania sections of the
 
road are being reconstructed. Presently this road carries
 
approximately 200,000 tonnes of international freight
 
traffic per annum.
 

7. (a) Karonga-River Songwe-Ibanda-Dar es Salaam road.
 

In Malawi the north/south road to Karonga is paved
 
except for a section between Jenda-Luwawa-Champhoyo which
 
is under construction and from Champoyo to Mbowe where the 
road is aravel. Beyond Karonga there is a dirt road to the 
border at the River Songwe. There is no bridge there. 
On the Tanzanian side there is a gravel road to the border 
from Ibanda but another bridge is required to cross the
 
river Kiwira. Beyond this there is a paved road connecting
 
Ibanda to Mbeya which lies on the Tanzam Highway.
 

This overall connecting route is currently non
functional due to the lack of a border connection, but it
 
is under serious study for future development.
 

7. (b) Karonga-River Songwe-Ibanda-Mbeya road/Mbeya-

Dar es Salaam rail.
 

The alternative to the above route consists of road to
 
Mbeya (once the Karonga-River Songwe-Ibanda road is
 
completed), transhipment at Mbeya and rail (via Tazara) to
 
Dar es Salaam. Transhipment facilities at Mbeya will need
 
expansion.
 



C. Description of international transport flows by com

modity.
 

The following section describes the volumes and mode
 

of movement of the principal import coinmodities into Malawi.
 

1. Fertilizer
 

Total imports of fertilizer into Malawi in recent
 
years have been as follows:
 

Table 1.11 Fertilizer Imports (Tonnes)
 

1976 72,504
 

1977 78,278
 

1978 103,398
 

1979 81,225
 

1980 80,800
 

1981 127,319
 

982 117, 472 

Source: N.S.O.
 

Considerable variation has occurred in recent years due to
 
transport difficulties. It is estimated that the actual
 
demand in 1982/83 was for 72,000 tonnes for smallholders
 
and 50,000 tonnes for the commercial sector (estates).
 
Fertilizers are required on a seasonal basis and it is
 
essential that they are available for application before
 
the end of December. Recently under IBRD/IFAD supervision,
 
a revolving fund has been set up by ADMARC to facilitate
 
the provision of fertilizers for smallholders. The aim
 
is to be able to distribute approximately half of the
 
fertilizer in June/July to sr-211holders when they still
 
have cash from crop sales and the other half to be distri
buted by the end of the year. The commercial sector
 
usually ensures its own arrangements for the provision of
 
fertilizers to the estate.
 

Recent imports of fertilizer have been considerably
 
complicated by transport difficulties caused by the problems
 
in Mozambique. At one stage 80,000 tonnes of fertilizer
 
for Malawi were tied up in the port of Beira. This has
 
been gradually reduced but 50,000 tonnes are still available
 
awaiting shipment.
 

In 1982 when it was realized that much of this ferti
lizer would not arrive in time for application, emergency
 
measures were enacted by the Government to purchase and ship
 
additional fertilizer into the country. An additional
 
11,300 tonnes was purchased in South Africa and shipped via
 
Harare and Lusaka by road and rail in November/December
 
1982 to Malawi and a further 10,000 tonnes was ordere later.
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It was hoped that during the year the backlog of ferti
lizer in Beira would be gradually released and delivered to
 
Malawi. However only 13,000 tonnes were obtained by ship
 
to Nacala and by rail to Blantyre which was essentially for
 
the commercial sector. Some of this was brought in by
 
container.
 

Due to the continued transport difficulties, Malawi
 
finds itself again in the same dilemma in 1983, as in the
 
previous year. Strategic storage stocks have not been able
 
to have been drawn up and there is still a significant
 
volume of fertilizer tied up in Beira. Emergency measures
 
are again required tc bring in additional fertilizer
 
incurring relatively higher transportation costs. Approxi
mately 40,000 tonnes of top dressing (C.A.N.) at a minimum
 
are required for the smallholders for the forthcoming
 
season. Assuming separate assignments of 13,000 tonnes and
 
5.775 tonnes already available, an additional 21,225 tonnes
 
is scheduled to be purchased and shipped from South Africa
 
by road and rail via Lusaka and Harare to Malawi. New
 
orders have been late in arriving overland from South
 
Africa. New purchases are on a CIF Lilongwe delivery
 
contract, hence control of overland transoort is vested in
 
the supplier.
 

Total cost of the proposed 1983/84 emergency procurement
 
is estimated at K. 7.8 million of which (56%) will be trans
portation costs-an average transport cost of K. 120/tonne.
 
Transport costs are estimated K. 170/tonne via Lusaka,
 
K. 120/tonne via Harare and K. 245!ftonne direct by road.
 

If this fertilizer is not obtained losses to the three
 
main smallholder crops are estimated at K. 13.8 million,
 
distributed as follows: K. 3.6 million tobacco; K. 9.5
 
million maize; K. 0.7 million rice.
 

Over the next five years the demand for fertilizer
 
from the smallholders is expected to grow to approximately
 
110-120,00.0 tonnes. If the-comnercial sector demand
 
remains at 50-60,000 tonnes, provision of transport for
 
180,000 tonnes of fertilizer per annum will be required.
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2. 	Petroleum Products
 

Total imports of petroleum products into Malawi have
 
been as follows:
 

Table 1.12 Petroleum Imports ('000 Litres)
 

Petrol Petrol Diesel and Other 
Period Premium Regular Parrafin Fuels 

1972 33,267 16,125 18,443 64,825 

1973 34,877 15,702 18,788 69,190 

1974 32,158 13,724 16,011 62,480 

1975 36,204 13,138 16,565 70,285 

1976 42,550 12,215 13,942 76,641 

1977 38,220 10,782 10,886 74,904 

1978 46,046 9,203 11,689 83,043. 

1979 50,262 7,107 9,780 87,907 

1930 52,373 1,553 7,559 92,104 

1981 53,636 774 6,061 77,928 

1982 47,564 1,186 5,838 70,051 

Source: N.S.O.
 
Historically petroleum products have been imported
 

through the ports of Beira and Nacala and railed to Malawi.
 
In 1981, the last year of normal operations, an average
 
of 300 tank cars per month (12 million litres) were delivered.
 
Since October 1982, the Beira line has been effectively shut
 
down. Deliveries from Nacala have risen from about 60 cars/
 
month in January to about 150 in June. Considerable variation
 
from month to month can be expected as had occurred histori
cally, and is shown in Figure 1, delivery capacity during the
 
rainy season being considerably less because of derailments
 
and track failures.
 

Aside from better management, the state of the track is
 
the key determinant of tank car turn-around times. It is
 
anticipated that the track improvement works to be completed
 
in about 3 years on the Nacala-Nampula section plus improved
 
rolling stock maintenance will lead to gradually improving
 
productivity by the end of 1986. The section Nampula-Cuanba
 
is to be improved subsequently. Storage facilities at Nacala
 
Nacala are the equivalent of almost 700 tank cars and
 
present no restriction on throughput.
 

Consequently one can expect delivery capacity by rail
 
through 1986 to average about 5.2 million litres/month or
 
62.4 million litres/year. National consumption of petroleum
 
products is expected to rise from 141 million litres in 1983
 
to 162 million litres in 1987. (OILCOM forecast). Domestically
 
produced ethanol mixec with petrol reduces import requirements
 

by 	about 10 million litres. Therefore in 1983, -bout
 
69 million litres (or 53% of fuel imports) will have to be
 
road hauled and by 1986/87 about 90 million litres (or 59%
 
of requirements). The route used is from Lusaka to Lilongwe.
 
When the Nacala route is unable to satisfy all requirements,
 
petrol is purchased from the Ndola refinery in Zambia.
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However diesel is being purchased in South Africa which
 
necessitates long rail journeys via Zimbabwe and Zambia to
 
Lusaka, and then movement by road to Malawi. The following
 
Table 1.13 summarizes recent movements of fuel into Malawi:
 

Table 1.13 Fuel imports by transport mode
 

Rail Road Road/rail Road/rail 
Year via via via via Total 

Mozambique Zambia Zimbabwe R.S.A. 

1980 99.5% 0.5% .... 100%
 

1981 99.0% 0.5% 0.5% -- 100% 

1982 98.5% 0.5% 0.5% 0.5% 100%
 

It should be noted that in the first half of 1982
 
Beira was able to supply practically all of the fuel needs
 
of Malawi. It was not until October that deliveries ceased.
 
In the first six months of 1983 only 50% of requirements
 
were supplied in Nacala.
 

. Coal 

Total imports of coal into Malawi in recent years have
 
been as follows:
 

Table 1.14 Coal Imports (Tonnes)
 

1976 62,471
 

1977 56,529
 

1978 55,307
 

1979 33,759
 

1980 65,383
 

1981 47,739
 

1982 70,415
 

Source: N.S.O.
 

Traditionally coal was imported from the Wankie mine
 
in Zimbabwe before the border was closed in the 1970's. This
 
coal has a high calorific value. The Moatize mine at Tete,
 
Mozambique, then replaced Wankie as the principal supplier.
 
However, operations of this mine have been disrupted and in
 
particular the railway and road have been subject to insur
gents. Malawi has its own coal resources, principally at
 
Ngana, but these have yet to be commercially exploited.
 

The principal user ofcoal in Malawi is the Portland
 
Cement Company. This requires approximately 30-35,000
 
tonnes per annum which accounts for approximately half of
 
the coal imports. The remainder is mainly for manufacturing
 
industries, tea and tobacco although fuelwood is replacing
 
coal for the tea and tobacco industries.
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Coal demand is likely to remain constant, but unless*
 
coal can be obtained from Mozambique or Zimbabwe the alter
native is to import coal from South Africa or Swaziland at
 
a correspondingly much higher price. Previously coal from
 
South Africa has been routed via Maputo and Beira which
 
has resulted in double handling and delays. With the
 
virtual closure of the Beira line this route is not a
 
viable alternative. The following Table 1.15 shows the
 
currant routing of coal by total tonnage.
 

Table 1.15 Coal imports by transport mode
 

Year Road Rail Rail 	 Rail Total
via Tete via Tete via Zimbabwe via R.S.A.
 

1980 	 25% 45% 5% 25% 100%
 

1981 	 19% 52% 3% 26% 100%
 

Source: 	 UNDP/UNCTAD
 
RAF/77/017.
 

4. Other industrial imDorts
 

In addition to fuels, coal and fertilizer, Malawi
 
imports a variety of other industrial products. This
 
consist, of vehicles and plant, spare parts, iron and steel
 
products and paper/card products. Some other food products
 
are also imported, for example, cereals, flour and salt.
 
In total this has averaged 100-200,000 tonnes annually.
 
This is routed either via the port of Nacala, mainly in
 
containers, or higher value products have been imported via
 
Durban and routed via road to Malawi.
 

The following section describes the movement of the
 
principal export commodities.
 

5. Tea
 

Total production and exports of tea from Malawi in
 
recent years have been as follows:
 

Table 1.16 Tea Production and Exports (Tonnes)
 

Year Production Exports
 

1978 31,690 30,583
 

1979 32,609 30,995
 

1980 29,915 31,274
 

1981 I1,965 31,527
 

1982 38,484 37,254
 

Source: 	N.S.O.
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Tea has traditionally been exported in chests but
 
recently it has increasingly been bagged and shipped in
 
containers. Tea is either sold locally at auction or it
 
may be sold at the London auction or the Offshore Tea
 
Auction. Due to the high value of the commodity, the off
shore auction has been increasingly used by tea producers,
 
F.O.B. Nacala, Dar es Salaam or Durban. Since payment is
 
not made until a bill of lading is given there is an incen
tive to deliver the tea to the port as rapidly as possible.
 
Hence tea exporters are prepared to pay high prices to
 
expedite delivery to the port.
 

Tea has been exported in containers by rail via Nacala
 
but subsequent to the transit problems in Mozambique
 
greater volumes have been moved by road to Durban. For
 
example, in 1981 and 1982 movements were as follows by
 
percentage of total tonnage:
 

Table 1.17 	 Tea exports by transport mode
 

Year Break bulk Rail Rail container Road Total
 

1981 26% 	 61% 13 100%
 

1982 19% 	 66% 15% 100%
 

Source: 	 UNDP/UNCTAD
 
RAF/77/017.
 

6. Tobacco
 

Total auction sales and exports of all types of
 
tobacco from Malawi in recent years have been as follows:
 

Table 1.18 Tobacco Sales and Exports (Tonnes)
 

Year Sales Exports
 

1978 51,061 40,512
 

1979 53,980 54,519
 

1980 54,411 60,311
 

1981 50,672 39,967
 

1982 58,520 44,843
 

Source: N.S.O.
 

(Note: Sales may not necessarily be exported the same year)
 

Traditionally tobacco has been exported in bales:
 
however increasingly containers are being used for transport.
 
Whilst tobacco is of high value, an exporter is often less
 
interested in transit time than transit costs, since it may
 
be held in storage on arrival. Tobacco is exported where
 
possible via Nacala, otherwise via Lusaka. In 1981 and
 
1982 typical movements were as follows:
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Table 1.18 Tobacco exports by transport mode
 

Year Break bulk rail Rail container Road Total 

1981 34% 64% 2% 100% 

1982 29% 48% 23% 100% 

If the present transport problems continue it is
 
estimated that an increasing volume of exports will have to
 
be exported by road.
 

7. Sugar
 

Total ptoduction and exports of sugar from Malawi have
 
been as follows:
 

Table 1.19 Sugar Production and Exports (Tonnes)
 

Year Production Exports
 

1978 93,476 48,029
 

1979 107,629 63,246
 
1980 147,423 91,303
 

1981 166,644 123,290
 

1982 171,794 101,105
 

Source: N.S.O.
 

Sugar prices have suffered a severe drop in world
 
markets in recent years. Consequently due to its high bulk
 
and low value, producers seek to use the lowest cost mode
 
of transport. Conventionally sugar has been exported by
 
rail via the south and east through Mozambique. However
 
with the transport difficulties in Mozambique and the
 
.losing of the Beira line, insufficient capacity has been
 
;vailable on the Nacala line in order to export all of the
 
sugar available. Consequently, at the end of 1982 approxi
mately 50,000 tonnes of sugar was stored, awaiting trans
port for export. This situation is likely to be further
 
excacerbated in 1983. Due to the ccnstraints on the rail
 
line, sugar producers have been increasingly looking to
 
other means to export the sugar, for example as back hauls
 
via road. The following Table 1.20 shows this.
 

Table 1.20 Sugar exports by transport mode
 

Year Exports via rail Exports via road
 

1981 100% 

1982 
 72% 28%
 

With the fairly recent opening of the second sugar
 
estate at Dwangwa, transport problems have Worsened. It is
 
unlikely that Sucoma will be able to export more than half of
 
its production in 1983.
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export more than half of its production in 1983.
 

8. Maize
 

Total potential sales of shelled maize in Malawi as
 
represented by the quantity purchased domestically by
 
ADMARC are given below:
 

Table 1.21 Maize Purchased by ADMARC (Tonnes)
 

Year Tonnes
 

1976 64,845
 

1977 89,920
 

1978 120,617
 

1979 82,171
 

1980 91,888
 

1981 136,647
 

1982 246,062
 

Source: N.S.O.
 

During the early seventies the Republic of Malawi was
 
not self sufficient in maize and some maize was imported
 
for internal consumption. However maize production has
 
gradually increased such that in 1982/1981 Malawi now has
 
surplus maize which it is able to export. Currently as of
 
15 September 1983, the ADMARC depot in Lilongwe reported

having 200,000 toones in storage, one half of which was
 
1982 maize.
 

The following Table 1.22 shows the sales of maize
 

which have already been confirmed by ADMARC.
 

-Table 1.22 -Maize export to- ages (1983)
 

Total sales Already delivered* Destination 
100 000 t. - F.o.t. Lilongwe Mozambique,Zimbabwe, 

Zaire 
60 000 t. 26500 t. C.i.f. Lilongwe Zambia 

15 000 t. 3600 t. F.o.t. Dar es Tanzania 
Salaam 

6 000 t. 4200 t. F.o.t. Lilongwe Zaire 

10 800 t. 100 t. F.o.t. Lilongwe Ghana,World Food 
Program 

10 000 t. 4300 t. F.o.t. Lilongwe Mozambique,Tanzania 

Source: ADMARC
 
• estimate as of September 1983.
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This reversal has had significant impacts in terms of
 
transportation. As shown in Table 1.22 Malawi has firm
 
exports for 200,000 tonnes of maize, most of which is
 
destined for adjoining countries. Since maize is a high
 
bulk and low value commodity, the least cost transport mode
 
is preferred. Maize is produced predominantly in the
 
central and northern parts of the country and storage silos
 
with capacity of 180,000 tonnes are available at Lilongwe.
 
Most exports will originate from Lilongwe. This implies a
 
greatly increased demand for road transport services to
 
export this via Mchinji to Lusaka. Some maize may be
 
exported by rail destined for Mozambique but due to the
 
capacity constraint it is expected that the majo>rity will
 
be exported by road and where possible on backhauls.
 

9. Other Export Commodities
 

Other Cc=odities have traditionally been exported as 
sh.own in Table 1.23. 

The principal commodities in terms of weight have been
 
.asses and groundnuts, with animal feed, dried peas and
 

beans, and rice in lesser volumes. Generally these com
o zi:ies h....e recresented about 30% of total exports by 

weg-nt. However with the recent transport problems these 
generally low value commodities have not been able to 
bear high transport costs. Hence with capacity constraints 
on the rail line to Nacala, and road transport to Lusaka 
acting as the only viable alternative route, many of the 
above commodities have been either stockpi;led or wasted. 
For example molasses are either being used for conversion 
to ethanol or are being discarded at the sugar estate. 

Until viable low cost alternative transport routes
 

are established this situation is unlikely to alter.
 

10. Projections
 

a. Exports
 

The following Table 1.24 indicates projections
 
for the export of principal crops (by tonnage) over the
 
period 1983-8. Steady growth in tea and tobacco is
 
expected. It should be noted that the 1983 export of
 
maize is expected to be substantially higher than that
 
indicated, since 200,000 tonnes has already been sold.
 
Also the forecast for sugar exported is likely to be
 
lower than that indicated due to transport constraints
 
and in unlikely to reach 100,000 tonnes even though
 
there is a substantial volume available ready for
 
export. Cotton and rice are expected to constitute
 
a small percentage of total exports.
 

b. Imports
 

With respect to imports, it has been forecast
 
that the growth of imports is expected to be proportional
 



Table 1.23 Othe- xpoi-ts (MC!tric tonnes) 

YEAR GROUNDMITS PULSES RICE CO'rION X)I 'EE MAI. 
ANIMNl, 
:E[.) 

D)IIFD PEAS 
BEANS/CASAVA IMjAL 

1978 6,830 8,452 7,698 796 152 30,0()0 10,20) 18,500 82,628 

1979 13,697 8,845 6,960 1,437 372 27,900 8,40) 15,900 83,511 

1980 .25,556 6,450 9,803 3,013 248 49,1 00 6,300 10,600 111,070 

1981 11,121 6,628 8,061 1,031 494 26,900 7,900 15,200 77,335 

1982 7,228 3,035 2,617 500 820 -- 7,000* [0,000* 31,200 

Source: N.S.O. 

Estiftate 



Table 1.24 	 'Projections - exports ofiitjreops (1983-88 

ExportSector - Exports of Major Crops 
a 

Volume (000 MT) 1982 1983 1984 

Tea 37.2 35.0 36.4 

Tobacco 44.8 49.3 48.8 

Sugar 101.1 120 .0b 120.1 

Cotton 0.5 f".0 1.0 

Groundnuts 7.2 7.4 10.9 

Maize 50.0 60.0C 82.8 

Rice 2.6 0.0 0.0 

Source: 1983 Economic Report - Office of the President and Cabinet 

(a) 	Actual Data fron N.S.O.
 

(b) 	Sucoma estimate: 70.0t 

(c) 	 ADMARC estimate: 200.0t sold but unlikely that more 
than 100t can be moved in 1983. 
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to the growth in gross domestic product (G.D.P.) in the
 
forthcoming years. 1/ For the period 1981-6 the growth
 
in G.D.P. at factor cost has been estimated as 4% per annum
 
and for the period 1986-90, estimated as 5% per annum. 2/
 
Gradual growth in the economy is therefore expected with
 
a corresponding impact in terms of the volumes of principal
 
commodities imported.
 

1/ Reference Section 2.18 - 1983: Economic Report -


OPC. 

2/ Op. Cit. Section 7.13.
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D. Analysis of Transportation Bottlenecks and Macro-


Economic Impacts.
 

Of the principal routes used for Malawi's external
 
trade the main bottlenecks can be identified as follows:
 

- virtual closure of Beira rail line due to
 
insurgents
 

- capacity constraints on the Nacala rail line
 

- limitations on the use of the Tete road link 
due to insurgents. 

All of the above result from problems encountered within 
Mozambique. Since caDacity for importing and exporting 
goods via Mozambique is considerably reduced, this results 
in significantly increas--n the volumes which have to be 
transported via other routes. Hence the only rail route 
being used effectively now is the Nacala rail link and 
currently the only other viable alternative route by r 
is through Zambia to Lusaka. Th impaCt0 f: t S is 
investiated hereaftn 

Projected annual exports and import requirements for 
the Republic of Malawi for the forthcoming year have been 
esimated as follows: 

Table 1.25 Projected imports & exports (Tonnes) rounded 

Imports Exports 

Diesel: 65,000 Tea: 40,000 

Petrol: 40,000 Tobacco: 50,000 

Other fuels: 15,000 Sugar: 100,000 

Fertilizer: 110,000 Maize: 100,000 

Coal: 70,000 Other: 10,000 

Miscellaneous: 200,000 300,000 tonnes 

500,000 tonnes 

These tonnages should be assigned to the most appropriate
 
mode of transport and route, taking into consideration the
 
transport costs which each commodity will bear and the
 
available capacity. It should be noted that a directional
 
imbalance exists, with total imports exceeding total
 
exports, however in the ccming year if the capacity was
 
available, more maize could be exported.
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1. Recent Performance on Nacala Line
 

In 1981 and 1982 fuel deliveries to Malawi averaged
 
just over 3 fuel wagons per day. In the same year, the
 
number of containers delivered to Malawi averaged approxi
mately 16 T.!.U. and 11 T.E.U. respectively, whilst the
 
number of containers departing Malawi averaged approxi
mately 20 T.E.U. and 15 T.E.U. respectively. In terms of
 
wagons* this represents a daily average of 8 and 5.5 flat
 
bed wagons in during 1981 and 1982 and a daily average of
 
10 and 7.5 flat bed wagons out during the same period.
 
Since containers are primarily used for the export of tea
 
and tobacco, it is necessary to bring in a sufficient
 
number so as to facilitate exporting the tonnages required
 
by container. In terms of the total loaded wagons
 
delivered to Malawi, the daily average of loaded wagons
 
delivered in Malawi in 1981 and 1982 was 15 and 11 loaded
 
wagons respectively. This can be summarized as follows in
 
Table 1.26.
 

Table 1.26 Average Daily Rail Deliveries to Malawi on
 
Nacala Line (Wagons) rounded
 

1981 1982
 

Fueltark cars in 3
 

Flatbed (container) wagons in 8 6
 

Other wagons in 	 4 2
 

Total wagons in 	 15 11
 

Source: 	 UNDP/UNCTAD
 
RAF/77/011
 

It is also interesting to look at recent experience
 
this year. The following Table 1.27 shows the number of
 
loaded wagons delivered to Malawi from Nacala during the
 
three month period May - July 1983, for specific commodities.
 

Table 1.27 Number of loaded wagons delivered to Malawi
 

Fertilizer Petrol Diesel Other Paper Wheat Total
 
P.O.L.
 

May 	 112 51 59 27 1 - 250
 

June 	 118 33 79 41 8 15 294
 

July 	 102 45 53 43 11 48 302
 
332 129 191 111 20 63 846
 

Source: 	 Malawi railway
 

2 containers per wagon
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Hence on average ten loaded wagons have been delivered per
 
day. In addition 49,500 tonnes of miscellaneous goods
 
were delivered during the quarter (April-June 1983). With
 
an average load of 35 tonnes this implies delivery of
 
15 wagons per day, on average. In total therefore during
 
this period under consideration 25 wagons per day have
 
been reaching Malawi. This is fAir performance during the
 
dry season.
 

2. Estimated capacity on the Nacala Rail Line
 

An indicated above, in 1981 the number of loaded
 
wagons delivered to Ma!awi via the Nacala railway line
 
averaged approximately fifteen per day. In 1982 this
 
average had been reduced to eleven in the same direction,
 
but recently has been averaging 25 loaded wagon deliveries.
 
The Malawi and Mozambique railways operating plan estimates
 
that the 1ine should handle thirty wagons in each direction
 
per day. This is an optimal figure and as can be seen has
 
not been achieved in recent years. 1/ Given the poor
 
track condition, lack of -maintenanceand consequent derail
ments, and given t'he shortages of skilled manpower and
 
poor management, the railwav has been unable to achieve
 
the targeted performance. Given certain improvements in
 
these parameters, which may be expected due to the proposed
 
rehabilitation program, it is considered that performance
 
will improve from half of its target level (15 wagons per
 
day in each direction) to about two thirds of Lts projected
 
capacity (20 wagons per day in each direction). In terms
 
of trains this represents an average of one train per day
 
in each direction (15 wagons) during the rainy season and
 
two trains per day in each direction (15 wagons each)
 
during the dry season.
 

Assuming therefore a delivery capacity of 20 wagons
 
per day as a yearly average, the following Table 1.28 shows
 
the breakdown of projected commodity movements.
 

1/ Best monthly performance in 1981 was 18-19 wagons per day
 
in January, June, and July. Highest level in 1982
 
was 15/day for November.
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Table 1.28 Allocation scenario for Nacala rail line
 

IMPORTS 


Fuel 


Fertilizer 


General Cargo 


Break-B3lk
 
(fertilizert 


EXPORTS
 

Tea 


Tobacco 


Break-bulk
 
(Sugar/maize) 


Empty Cars 


Total In/Out 


a 	Assumed 18 


Tonnes/Year 


50,000 


25,000 


100,000 


25,000 


200,000c 


(121,000)
 

40,000 


50,000 


25	 ,000e 


.... 


115,000 


(74,000)
 

315,000
 

(1 9 5 ,0 0 0)f
 

tonne/TEU
 

Tonnes/Day TEUs/Day Wagons/Day
 

150 5
 

72 a 2
 

275 221b 1
 

80 

577 26 20 

110 iI" 	 5.5
 

140 14 	 7
 

80 -	 2 

5 

330 25 	 19.5
 

b Assumed 12.5 tonne/TEU
 
For comparison Malawi's non-regional imports in 1985 are
 

estimated at about 300,000 tonne (EEC/GOM/Hoff and Overgaard,1980).
 
Assumed 10.0 tonnes/TEU
 
Perhaps could be increased to maximum 50,000 tonnes if partially
 

containerized. However receiving ports likely to charge extra for
 
container discharge. Would imply that.some 15,000 tbnnes of tea/
 
t6bacco moves by road.
 

f 	1981 volumes for comparison.
 

c 
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Fuel: Approximately one half of the total fuel imports
 
have been assigned to this rail route. Since each rail
 
tank car has capacity for 40,000 litres, this represents
 
approximately 30 tonnes per wagon. So 150 tonnes per day
 
can be transported in 5 wagons or approximately 50,000
 
tonnes per annum.
 

Containers: It has been assumed that all tea and tobacco
 
exportL will be taken out by container by rail. Assuming
 
that tea and tobacco is loaded at the rate of 10 tonnes
 
per container, 250 tonnes per day can be transport in
 
25 boxes (T.E.U.) requiring 12.5 flat bed wagons 
enabling the full 90,000 tonnes per annum to be exported
 
by container.
 

If an equal number of containers are brought into the
 
country, it is assumed that the majority are filled with
 
general cargo. Where containers might otherwise be
 
brought into the country empty, these are assumed to be
 
filled with fertilizer. Hence if general cargo is loaded
 
at the rate of 12.5 tonnes (T.E.U.), totalling 100,000
 
tonnes per annum. If a further four boxes are available,
 
packing fertilizer at a rate of 18 tonnes Der box, enables
 
72 tonnes per day to be transported or a further 25,000
 
tonnes per annum. Therefore on balance by carrying 25
 
boxes per day out and 26 boxes per day in (requiring 13
 
rail wagons) a total of 90,000 tonnes per annum of tea and
 
tobacco can be exported and 125,000 tonnes per annum of
 
general cargo and fertilizer can be imported.
 

Bredk nulk: The remaining capacity both in and out has
 
been filled with break bulk cargo. It has been assumed
 
that this will consist of fertilizer imports in bags and
 
sugar or maize exports in sacks. Assuming 2 wagons per
 
day each with 40 tonnes capacity, a total of 25,000
 
tonnes per annum can be transported in each direction.
 

By allocating goods in this fashion trains can be
 
fully loaded in each direction. This implies that each
 
day 20 wagons are transported in each direction (consis
ting of five tank cars, thirteen flat beds and two high

sided wagons). This will enable a total of 200,000.
 
tonnes of commodities to be imported and 115,000 tonncs
 
of exports to be transported annually via this rail link.
 

This should be feasible without incurring constraints
 
due to the availability of rail tank cars, wagons or
 
containers. This assumes that the existing tank car fleet
 
is maintained at the existing level (approximately 47
 
C.F.M. and 67 M.R. tank cars). It also assumes the avail
ability of containers.
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3. Zambia route - Fuel delivery requirements
 

With respect to fuel it has been estimated that in
 
1983, in addition to 66 million litres on the Nacala line
 
about 69 million litres will have to be transported by
 
road via Zambia to Malawi . (See Section ID.2) 

Assuming road haulage in specialized tanker vehicles
 
of 35,000 litre capacity, there would be a requirement for
 
about 2,000 one-way tanker deliveries per year in 1983
 
rising to 2,600 in 1986/87. If all of this were coming
 
off the railhead at Lusaka for delivery at Mchinji or
 
Lilongwe, since internal delivery beyond these depots is
 
mandated to be carried by rail or by Malawian oil company
 
trucks, and if trucks were making 100 turns/year, a
 
minimum of 20-26 truckers would have to be dedicated to
 
this service. Some additional tanker-trailers would have
 
to be reserved for dealing with seasonal fluctuations in
 
supply and demand, breakdowns, and deliveries from Ndola.
 

Presently petrol is be.Lng purchased and hauled from
 
the Ndola refinery in Zambia, whereas diesel is being
 
delivered from South Africa. It is intended to prior
itize rail deliveries firstly to jet fuel and paraffin
 
and thereafter to petrol as the most economical routing.
 
Of the projected 1987 rail capacity of 62 million litres,
 
jet and paraffin shipments are expected to be 21 million
 
litres, allowing 41 million for petrol as compared to
 
estimated import requirements of about 48 million litres.
 
Under these assumptions about 15% of petrol requirements
 
would still be purchased from Ndoia and all diesel,83 million
 
litres, would be imported from South Africa via rail to
 
Lusaka for transhipment by road to Malawi.
 

This would place a requirement for 2,075 annual rail
 
tank car deliveries at Lusaka or about 40 per week carrying
 
1.6 million litres. A normal trainload of tank cars
 
carries 675,000 litres. Therefore 2.4 trainloads a week
 
will be required. BP storage in Lusaka availab'-e for
 
Malawi is only 500,J00 litres so that rail arrivals and
 
truck supply must be closely coordinated and allowance made for
 
some reserve capacity.
 

To the extent that the railroad is unable to deliver
 
these volumes dependably, trucking from South Africa will
 
have to substitute for rail at approximately double the
 
transport cost. There have been capacity problems on
 
Zambia Railways as well as restrictions by South African
 
Railways on the number of tank cars they are willing to
 
have on the Zambia system at any one time, stemming from
 
slow return of empty wagons from Zambia. (All products
 
move in SATS tank cars).
 

There are presently under contract 69 Zambian tankers,
 
14 Zimbabwian, and 4 Malawian of various capacities
 
(22,000 - 35,000 litres) for Zambian-Malawi road haulage.
 
This is clearly more than required for existing flows.
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Under the assumptions made above, a well managed fleet
 
of say 30-35 tankers of 35,000 capacity would be required
 
for Zambia-Malawi service. The number of tankers required
 
for South African runs is completely dependent on Zambian
 
railroad delivery capacity.
 

4. Present Traffic Levels on Mchinji-Lusaka road
 

In recent years heavy traffic on the Mchinji to
 
Lusaka road has been very low (for example two-directional
 
traffic of approximately 60 heavy vehicles per month in
 
1981). With the changing circumstances in Mozambique
 
traffic has considerably increased. The following Tables 1.29
 
and 1.30 give heavy vehicle counts for vehicles entering
 
and leavinc Malawi for three months during 1983 (May-July)
 
and also indicate the origin (in terms of the country of
 
registration) of the vehicle.
 

Table 1.29 Number of heavy vehicles entering Malawi at
 
Mchinji (by country of registration)
 

1983 Malawi* Zambia Zimbabwe R.S.A. Botswana Total
 

May 147 202 157 62 6 574 

June 212 175 152 62 4 605 

July 151 253 93 62 2 561 

Table 1.30 Number of heavy vehicles leaving Malawi at
 
Mchinji (by country of registration)
 

1983 Malawi* Zambia Zimbabwe R.S.A. Botswana Total
 

May 144 124 144 53 9 474
 

June 204 126 112 59 7 508
 

July 	 140 238 94 66 1 539
 

Source: 	 Ministry of Transport and
 
Communications
 

There are 26 tankers owned by Zimbabwe firms but ope
rating with Malawi registration under contract to
 
the Malawi Finance Co. It is estimated that these
 
trucks accounted for about half the tanker capacity
 
or about 425 vehicle trips over the 3 month period.
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In terms of tonnages, these heavy vehicles have been trans
porting goods on the Lusaka-Mchinji road whose origins and
 
destinations are shown in Tables 1.31 and 1.32.
 

Table 1.31 Trip Origin of import commodities trans
ported (tonnes) by road to Mchinji
 

Zambia Zimbabwe R.S.A. Botswana Tanzania
 
1983 to to to to to Total
 

Malawi Malawi Malawi Malawi Malawi
 

May 7859.0 5309.3 1995.4 64.2 126.1 15354.0
 

June 8705.5 4759.2 1682.3 216.9 95.7 15459.6
 

July 7279.5 2736.8 1738.4 28.0 -- 11782.7 

23844.0 12805.3 5416.1 309.1 221.8 42596.3
 

(56%) (30%) (13%) 	 (1%) (100%)
 

Table 1.32 Trip Destination of export commodities trans
ported (tonnes) by road from Mchinji
 

:"a.awi Malawi Malawi Malawi Ma--awi Malawi 
1983 to to to to to Total 

Zambia Zimbabwe R.S.A. Botswana Zaire Tanzania 

May 536.4 5102.5 1354.5 129.2 32.2 35.1 7210.0 

June 2738.0 3243.3 1309.6 169.7 - 196.7 7657.3 

July 7680.6 2347.4 1481.6 22.0 22.6 - 11554.2 

10975. 10693.2 4145.7 320.9 54.9 231.8 26421.5 

(42%) (40%) (16%) (1%) (1%) (100%) 

Source: 	 Ministry of Transport
 
and Communications
 

This can also be expressed by commodity as shown in the
 
following Tables 1.33 and 1.34.
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Table 1.33 	 Imports via Mchinji by Commodity 

1IMPORTS May June July Total Average
 
No. Ton- No. Ton- No. Ton- No. Ton- Load
 
veh. nage veh. nage veh. nage veh. nage Tonnagel
 

Petrol,
 
ciesel,etc. 202 5807 224 6645 108 3280 534 15,732 29.5
 

Coal 112 2954 69 1761 9 234 190 4,949 26.0 

-erti zer 4 9j6 2,895 29.5 

.heat & 
3 .... .2 2 _ :7 2,535 27.9
 

3ui1iingu _ -n
g,_4 	 46 

.aterials 13 360 3 774 43 1144. 2,278 26.2 

'Steel Pro. 
.& Machinery 36 381 33 892 7 218 76 1,991 26.2 

:.!ixed & Gen. 
'Cargo 70 2044 48 1188 51 1356 169 4,588 27.1
 

-Others 85 2164 118 2944 101 2470 304 7,578 24.9
 

:Sub-total 558 15,354 566 15,411 425 11,782 1549 42;546 27.5
 

---Empty Trucks 16 - 39 - 136 	 191 

Total 574 605 561 1740 42,546 24.5
 

Excl. tankers 	 11015 26,814 26.4
 

Source: 	 Ministry of Transport
 
and Communications
 



44 
Exports via Mchinji by commodity
Table 1.34 


EXPORTS May June 
 July Tota) Average

No. Ton- No. Ton- No. Ton- o. ron- Load
 
veh. nage veh. nage veh. nage !veh. nage Tonnage
 

Tea 98 2,600 40 1,038 29 646 167 4284 25.6 

ITobacco 50 1,252 67 1,724 64 1,471 181 4447 24.6 

!Sugar 75 2,013 83 2,149 43 1,273 203 5435 26.8 

Maize 64 1,765 251 7,087 596 8852 26.9 

,Other 1,346 55 9" 42 1,076 142 403 24 

,Sub-total 309 7,211 309 . 11,553 1049 26,421 25.2,65 431 

Z~mptv 
Tazkers 116 - 139 - 35 

Empty Trucks 49 - 40 - 33 - 122 - 

tTotal 7,211 508 7,657 539 11,5531 1)2 2b,42i 17.4 

Source: Ministry of Transport and Communications
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In terms of movement of containers, the following
 
Table 1.35 shows the number of full and empty containers
 
being moved in each direction via Mchinji.
 

Table 1.35 	 Container Movements via Mchinji
 

Imports 	 May June July
 

Full containers in 179 157 141
 

Empty containers in 44 47 53
 

Total 	 223 204 194
 

Exports 	 May June July
 

Full containers out 117 82 173
 

Empty containers out 4 - 

121 82 173
 

Source: 	 Ministry of Transport
 
and Comrmunications
 

f conments can be made concerning this
 
recent but sma2l sample concerning commodity movements in
 
1983 by road vla Mchinii.
 

1. 	Malawi based transporters are making approximately 30%
 
of the total number of international trips. (This

includes temporary tankers under hire from Zimbabwe).
 

2. 	The volume of imports is significantly larger than the
 
volume of exports. However, maize is constituting an
 
increasing percentage of the total volume of exports.
 

3. 	One half of the total volume of imports and exports
 
(by weight) has its origin or destination in Zambia
 
and one third has its origin or deFtination in
 
Zimbabwe.
 

4. Fuel 	constituted over one third of the volume of
 
imports via this route and maize is almost two thirds
 
of the volume of exports.
 

5. 	On average approximately 50 empty containers per month
 
are being brought in via this route (usually trans
ported in groups of three). All outgoing containers
 
are 	full.
 

6. 	All fuel tankers necessarily return empty. However,
 
some diesel has been imported experimentally by

container in inflatable rubber tanks.
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7. 	In terms of seasonality during this period tea exports
 
are low, whilst tobacco and maize exports are begin
ning to rise. Fertilizer imports are also rising and
 
fuel imports may be slightly understated. Overall it
 
is expected that imports and exports will exceed the
 
actual level recorded in a typical three month period.
 

8. 	If the present trend continues, this route will handle
 
approximately 100,000 tonnes of exports in a full year
 
and 170,000 tonnes of exports.
 

5. 	Road Link to Zimbabwe through Mozambique via Mwanza
 

There is one other alternative road link out of Malawi
 
to Zimbabwe through Mozambique. This road passes through
 
Tete from Mwanza and is used principally for importing
 
coal from the Moatize mine. Recent tonnages moved on this
 
route are as foio-.s:
 

Table 1.36 Ccnmodity Movements on Mwanza to Tete Road 
(Tonnes) 

June 

Imorts 4,257.6 3,617.7 

Exports 2,336.7 2,118.1 

Source: 	 Ministry of Transport
 
and Communications
 

This road has been and is subject to some disturbances
 
due to insurgent activity in Mozambique. As can be seen,
 
imports are predominant, the majority of which is coal.
 
If movements continue at the present rate, it is envisaged
 
that approximately 50,000 tonnes of imports and 25,000
 
tonnes of exports -an be transported via this route on an
 
annual basis.
 

In terms of haulers, the following Table 1.37 shows
 
the country of registration of the vehicles using this
 
route. Generally Zimbabwean registered vehicles are more
 
frequent.
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Table 1.37 Country of Origin of Vehicles using
 

Mwanza-Tete road
 

Imports June July
 

Vehicles in - Malawi registered 73 89
 

Vehicles in - Zimbabwe registered 123 92
 
Vehicles in - R.S.A. registered  1
 

Total 196 182
 

Exports June Julv 

Vehicles out - Malawi registered 6 90 

Vehicles out - Zimbabwe registered 98 96 

Vehicles out - R.S.A. reqistered 3 -

Total 167 186
 

In terms of movements, the recent numer of veicle 

trios has been as follows: 

Table 1.38 Number of Vehicles using Mwanza-Tete road 

Imports June July 

Trucks in 196 182 

Empty trucks in - -

Total trucks in 196 182 

Exports. 	 June Jul-.
 

Trucks out 99 90
 
Empty trucks out 68 96
 

Total trucks out 167 186
 

Sourec: 	 Ministry of Transport
 
and Communications
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Many trucks which brought in coal, return empty. With
 
respect to containers, the position is as follows:
 

Table 1.39 Containers movements on Mwanza - Tete Road
 

Imports 	 June July
 

Full containers in 139 	 86
 
-
Empty containers in -


Total 	 139 86
 

Exports 	 June
 

Full containers out 43 	 42
 

Empty containers out -	 1
 

.c 	 43 43
 

Source: 	 Ministry of Transport
 
and Coum
1 unications
 

As n e -h_.. -s generally no movement of empty 
ccntainers.
 

Summary 

In summary present routes appear to be handling, or to
 
be able to handle, the following volumes of goods:
 

Table 1.40 	 Commodity movements by route
 

Imports Exports (tonnes)
 

1. Nacala rail link: 	 200,000 115,000 (1)
 

2. Lusaka road link (Mchinji): 170,000 100,000 (2)
 

3. 	Tete road link (Mwanza): 50,000 25,000 (3)
 

Total 420,000 240,000
 

Projected Volume 500,000 300,000
 

Shortfall 80,000 60,000
 

Note: (1) Estimate of capacity
 
(2) Projection of recent commodity movements
 
(3) Projection of recent commodity movements
 

At existing levels of utilization the Lusaka road
 
will carry approximately the same volume of goods as the
 
Nacala rail line, whilst the Tete road carries approxi
mately one quarter of either of these zoutes.
 

Whilst capacity on the Nacala rail line is limited and
 
possibly also on the Tete'road (due to insurgents), the
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only route capable of expansion is the Lusaka route. Hence
 
the shortfall indicated above is likely to be transported
 
on this route. In terms of vehicle trips, this can be
 
translated into an additional 50% increase over existing
 
volumes.
 

In terms of axle loads, assuming no overloading, this
 
implies an additional number of approximately 17,000
 
standard 8.2 tonnes equivalent axles per annum, or, assuming
 
that the Lusaka road is used for a total volume of 400,000
 
tonnes of exports and imports per annum, traffic for or
 
from Malawi alone will be imposing approximately 50,000
 
standard equivalent axles on the road per annum.
 

Sections of this road are already in bad condition,
 
particularly between Nyimba and Petauke. It has been esti
mated that approximately 10% of the road requires major re
construction, a further 10% requires major pot hole repairs,
 
and approximately 20% requires major shoulder repairs.
 
Hence if the road is already approaching its design life
 
of 0.5 million equivalent standard axles-, (estimated year
 
of construciton 1968), urgent rehabilitation work is
 
required so as to prevent further deterioration and to
 
enable the life of the road to be extended for a further
 
ten years or at least 0.5 million equivalent standard axles.
 

The condition of this link is therefore critical to
 
Malawi. If the road is allowed to deteriorate this will
 
result not only in significantly increased financial and
 
economic vehicle operating costs on this route, but also
 
in the extreme, in a breakdown in the supply of essential
 
imports to the country and foreign exchange export earning
 
commodities.
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II. GOVERNMENT'S ROLE IN TRANSPORT
 

A. Outline of Government Policies in the Transport
 

Sector
 

Since the recent transport problems have developed

the Government of Malawi has been active in discussing and
 
in developing alternative strategies to try to offset 
some
 
of the difficulties encounterei. Its response has been
 
directed to each mode of transport.
 

1. Rail Transport
 

a. Nacala Line
 

Rail has been significantly affected with the virtual
 
closure of the Blantyre-Beira line. 
 The line to Nacala
 
continues to operate despite derailments and operational
 
difficulties. 
Given that this is the only reliable
 
operational link, policy has been 
to maximize all avail
able capacity on this 
line. It is the shortest and least
 
cost route to a seaport. Rehabilitation on the Nacala-

Nampula section is due to 
commence imminently. On
 
average on this route it is considered possible to handle
 
monthly in each direction 4,000 tonnes of break bulk
 
cargo, 600 T.E.U.'s of containers and 130 tank cars.
 
Monthly fluctuations above and below this average 
are
 
anticipated due 
to the impact of rains on operations.
 

Due to its limited break bulk capacity, strategy has
 
been agreed by the newly formed National Transportation
 
Committee, which is described in the following section,to use
 
all incoming break bulk capacity for fertilizer and outgoing

for sugar containers,since currently more containers are required

for export than for imports; where possible empty in
coming containers will be filled with fertilizer at
 
Nacala. New fertilizer purchases are being landed at
 
Nacala in containers whenever possible.
 

The overall aim is to balance tlie flows in each
 
direction such that all available capacity is fully uti
lized. Whilst fuel tankers must necessarily return empty

efforts have been devoted to 
ensuring that containers are
 
not moved empty. 
 It is hoped that the National Trans
portation Committee, with representatives of Government,

producers, transporters, haulers and shippers will act as
 
a catalyst in agreeing to preferred routing modes for
 
goods during the present crisis. A shippers information
 
center has been established by Malawi Railways to provide

timely information to shippers concerning cargo in
transit on this route.
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b. Internal rail transport
 

Another Government policy is to induce transporters
 
to move as much freight as possible within the country,
 
by rail. This has the dual benefit of using spare capa
city on the railway, generating revenue to cover large
 
fixed overheads, in addition to reducing heavy vehicle
 
traffic wear on the main paved road network. Consequently
 
road service permits have been withdrawn for foreign road
 
haulers operating in either direction between Blantyre
 
and Lilongwe. Transhipment facilities are due to be
 
constructed at Mchinji so that fuels can be transferred
 
from tanker trucks for onward delivery within Malawi by
 
railroad.
 

c. Rail tariffs
 

Rail tariffs have recently been increased by Malawi
 
Railways. Tariffs are not scaled to distance. Tariffs
 
are commodity rated, with higher tariffs for high value
 
commodities. There is no special rate for containers.
 
Sample tariffs are referred to later in Section III D.
 
Sugar, fertilizer, maize and coal are the major
 
commodities with the lowest rates.
 

Generally the railway tarrifs are significantly
 
lower than transport tariffs. Tariffs applied by both
 
the Malawi and Mozambique railways are fairly uniform.
 

2. Road Transport
 

Traditionally Malawi has not had a strong inter
national road transport industry. Only with the recent
 
transport difficulties has the need arisen for a fully
 
competitive international road transport industry. Domestic
 
haulage capacity however has been extensive. Asian road
 
haulers are gradually being phased out through not having
 
their permits renewed.
 

Policy has been that trade and commerce, and road
 
transport in particular, should operate freely in the
 
private sector without government interference. However,
 
with the need to develop international operations, the
 
government has been searching for a way to help develop an
 
indigenous transport capability, thus reducing existing
 
reliance on foreign transportere for more than 80% of
 
international trips.
 

There are few Malawi enterprises therefore which
 
presently have the skills, financial resources or experience
 
to operate an international route. Government policy is
 
presently seeking means to expand their capabilities.
 
This is discussed in more detail in the following section.
 
Domestically road transport is competitive with many firms
 
seeking few contracts. Prices therefore tend to be bid
 
down as road haulers compete. Vehicle operating costs are
 
higher than for transporters from R.S.A. or Zimbabwe,
 
because of higher taxes on fuel and lubricants and more
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costly capital, imported spares, tyres, batteries, etc.
 
A significant amount of working capital is therefore needed
 
to operate effectively. Insurance rates are also very high
 
and licenses and permits contribute to high overheads.
 

In the road sector as a whole, government policy has
 
been geared to developing the road network, in particular
 
the principal ncrth-south axis. In addition the extension
 
and improvement of feeder roads has been a priority to
 
facilitate movement of agricultural inputs and outputs.
 
With one exception (to Tanzania) the country is adequately
 
connected by road to the adjoining countries.
 

Axle loadings are enacted under the Road Traffic and
 
Traffic Regulations Act but enforcement procedures are
 
being reviewed. Limits are currently 7.7 tonnes per two
 
wheeled axle and 8.2 tonnes per four wheeled axle (as
 
compared to 10.0 tonnes per four wheeled axle in Zambia).
 

3. Lake Transoort
 

Before the development of other transportation modes,
 
Lake Malawi provided the main form of transport between
 
the north and central parts of Malawi. However the use
 
of this mode has declined for both passengers and freight.
 

Given the recent transport difficulties and high
 
transport costs, interest in lake transport has been re
awakened. With the commissioning of a new 300 tonne fuel
 
tanker there is considerable excess capacity for
 
internal distribution of fuel. It is envisaged that this
 
capability can be further expanded to include larger
 
volumes of other freight. Further port studies are there
fore expected with a view to developing this mode. Freight
 
tariffs are extremely competitive, being similar to rail
 
rates but much lower than road charges.
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B. Description of current government activities in
 

response to the present transport crisis
 

In the field of transportation, the Ministry of
 
Transport and Communications is the key Government Ministry.
 
It controls all rail, road and air transport and tele
communications and has responsibility for road traffic
 
regulations and permits through the Road Traffic
 
Commissioner. Recently, in response to the critical
 
transport problem it has focu3ed on four specific tasks:
 

a. 	establishment of a National Transportation
 
Committee.
 

b. 	establishment of Malawi International Transport
 
Company (M.I.T.C.O.)
 

c. 	negotiation of bilateral agreements with
 

neighbouring countries.
 

d. 	promotion of Malawi road haulage capacity.
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1. National Transportation Committee
 

In April 1983, in response to the general trans
portation problems incurred due to the landlocked nature
 
of the Republic of Malawi, the Ministry was instrumental
 
in establishing a restructured National Transportation
 
Committee. The objectives of this Committee are to assist
 
in fcrmulating policy and in monitoring and directing the
 
flow of cargo traffic through the transit corridors serving
 
Malawi for the following purposes:
 

to support efforts to restore and strengthen Malawi's
 
traditional low-cost rail transit routes to the ports
 
of Beira and Nacala;
 

to identify and evaluate specific transit routes
 
available to Malawi and determine how they might best
 
be utilized;
 

to reduce the cost and improve the performance of
 
transit transport operations;
 

to achieve closer co-ordination between import and
 
export movements so as to obtain more cost-effec:ive
 
utilization of available transit services;
 

to undertake timely corrective actions in response
 
to anticipated and unforeseen emergency situations;
 

to improve the effectiveness of Malawi's represen
tations to and relations with neighbouring states on
 
transit matters;
 

to endeavour to prevent consignments to/from Malawi
 
from becoming stranded in ports or in the transit
 
pipeline for any reason.
 

There are eleven full voting members of the committee
 
which include representatives from the:
 

Office of the President and the Cabinet
 

Economic Planning Department
 

Ministry of-Works and Supplies
 
Ministry of Transport and Communications
 

Ministry of Trade and Industry
 

Malawi Railways
 

Chamber of Commerce
 

Shippers Council
 

Clearing and Forwarding Agents Association
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There are many associate members of the Committee which
 
consist of representatives from the business and commercial
 
community in Malawi for example, the tobacco exporters,
 
tea and sugar producers, coal users, petroleum and ferti
lizer industry, ADMARC, etc.
 

The full Committee meets quarterly to recommend
 
policy and operational changes to Government. It is
 
supported by a secretariat whose function is to collect
 
and analyse data concerning transit commodity flows. From
 
this it develops suggested or advisory routing and traffic
 
flow plans. An Action Forum consisting of 5 delegates of
 
Full Members is assigned to work on a continuing basis
 
with the Secretariat. Findings are communicated via an
 
information system for the benefit of its members.
 

The secretariat has initiated the monitoring of road
 
traffic flows at the border crossings at Mchinji and Mwanza.
 
Malawi railways are also monitoring rail movements and
 
commodities at Nayuchi and Nsanje. From knowledge of
 
conditions on different routes advisory routing plans have
 
been prepared. In addition the committee has been inves
tigating methods for enhancing the use of Mchinji as a
 
transhipment point, especially for fuel.
 

2. Malawi International Transport Company - MITCO (Road
 

freight booking agency)
 

In recognition of the difficulties faced by both
 
Malawian buyers of transportation services in obtaining an
 
efficient level of international haulage service at afford
able cost and of Malawian transporters in obtaining a
 
share of this haulage work, an international road freight
 
"booking agency", has just been established. It is
 
designed to manage the inland transport of Malawi's
 
import/export traffic moving by road or road/rail. The
 
organization is known by the acronym M.I.T.C.O. its objec
tives have been defined as-follows:
 

to improve the performance and to reduce the costs of
 
inland road and road-rail transit transport services,
 
with particular attention to foreign exchange require
ments. (This includes better co-ordination of import
 
and export movements to reduce empty running,
 
smoothing peaks in demand to improve vehicle uti
lization and providing long-term contracts with front
end payments for haulers to reduce risk and costs and
 
to increase vehicle utilization);
 

to ensure the supply and availability of adequate
 
locally controlled road transport capacity to meet
 
minimum essential import and export requirements;
 

to improve access by Malawian transporters to Malawi's
 
own import traffic;
 

to improve the performance and to reduce the costs of
 
critical road/rail transfers in Lusaka, Harare and
 
elsewhere, as may become necessnry.
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It is a subsidiary of the Malawi Finance Corporation
 
incorporated in Malawi 1/, and will charge its customers
 
for transport services supplied at cost plus a commission
 
to cover the agency's expenses. It will be accessible to
 
all 	Malawi haulers and will distribute charges between
 
front and back hauls according to a formula agreed with
 
the 	National Transportation Committee. It aims to assist
 
Malawi transporters to expand their capability to carry
 
their fair share of imports and exports. Traffic will be
 
routed appropriately according to the recommendations of
 
the 	National Transportation Committee. Contracts will be
 
maintained with international road haulers so as to
 
strive to maintain a balanced fleet with equitable parti
cipation by haulers based in each country transited in
 
proportion to the volume of traffic on each route and with
 
regard to any bi-lateral agreement in force.
 

In addition it is envisaged that the agency will
 
take full responsibility for contracting and managing the
 
specialized road tanker fleet required for the import of
 
petroleum fuels.
 

It will place at least half of the minimum road
 
transport capacity required for dry cargo imports under
 
long-term haulage contracts and will operate the traffic
 
booking agency for imports and exports with haulers under
 
contract and additional transporters as necessary.
 

It will have responsibility for directing road/rail
 
transfer operations for Malawi import/export traffic in
 
Lusaka, Harare, and other locations as necessary. This
 
will include making arrangements with contracto-s to
 
perform the required services, supervising and paying them,
 
and collecting charges from users on a cost plus commission
 
basis.
 

1/ 	The Malawi Finance Company has two functions: 1) it
 
provides financing (6 month credits) to the private
 
sector for imports and 2) acts as Governments pur
chasing agent for imports, including a large portion
 
of the imports for parastatal organizations. The
 
company is owned 60% by FINCOM and 40% by Balfour
 
and Williamson, a private finance house owned by
 
LONRHO. FINCOM is a holding company owned 100% by
 
ADMARC.
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Co-ordination of front and back haul trips will be
 
undertaken as closely as possible so as to achieve maximum
 
vehicle utilization. This will include co-operation with
 
Malawi Railways and the National Transportation Committee

in developing the 
use of Mchinji as a road-rail transfer
 
point.
 

Transport performance contracts will be developed

which will include performance guarantees, incentives and
 
penalties.
 

The agency will work with importers and exporters in
 
order to develop methods for spreading import and export

traffic so as to avoid excessive concmntrations and so as
 
to make more effective use of available capacity. Where
 
possible the Government will direct its imports through

the Agency. It must also ensure 
that MITCO's accounts
 
are sett)-ed promptly. Government will also assist with
 
providing foreign exchange.
 

3. Bilateral Agreements with Neighbouring Countries
 

A drart agreement between the Governments of Malawi
 
and Zambia has been prepared anC is presently under
 
discussion. 
 This aims at granting each country reciprocal

rights to transport goods in transit through the other's
 
country. If this is successfully negotiated, a similar
 
agreement will be proposed with neighbouring Zimbabwe.
 

The agreement aims essentially:
 

- to coordinate hours of customs posts at ports 
of entry. 

- to prohibit carriage of goods between two
 
internal points in the other's country.
 

- to implement a system for issuing trip or
 
route service permits. 

- to exempt vehicles registered in one country
and operating in the other from paying any

corresponding taxes or duties. This also
 
applies to road tolls.
 

- to determine the services, routes, frequency,
tariffs etc. for passenger services between 
the two countries. 

- to ensure compliance of vehicles with the 
legally established technical standards in the
 
country of operation and that drivers hold
 
valid heavy vehicle operator's licenses.
 

- to enable carriers to solicit return traffic
 
in the other's territory provided that this
 
is undertaken through officially licensed
 
agencies.
 

- tc ensure compliance with regulations in the 
other's country and in particular that carriers 
maintain valid insurance in accordance with the 
country's regulations. 
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to institute agreed procedures where infringe
ments of the above regulations occur.
 

to ensure that charges for the transport of
 
goods are stated and collected in the currency
 
of the country where the vehicle is registered.
 
The cargo rates shall be set through open
 
market competition.
 

to enable carriers operating in the other's
 
country to make arrangements to pay for fuel,
 
maintenance, repairs etc. in the othcr's
 
country in the currency of that country, and to
 
enable operators to maintain bank accounts in
 
the other's country.
 

to establish a joint commission to manage the
 
implementation and operation of this agreement.
 

Route service permits will be valid for one year and
 
cargo transport trip permits will be subject to annual
 
quotas (for two periods of six months) divided equally
 
between the two countries. Certain cargos will be exempt
 
from the quota. A scale of fees will be agreed for the
 
issue of the trip and route service permits. Efforts
 
will be made to prevent domination or control over cargo
 
routes by any single transporter or group of transporters.
 

This agreement is presently under discussion and it
 
is hoped will be enacted by 1984.
 

4. Promotion of Malawi Road Haulage Capacity
 

Although Malawi does have some haulers who operate
 
internationally, most lack the organizational support,
 
skills and financial resources necessary to operate
 
effectively in competition with the highly-professional
 
foreign-based transporters, who presently dominate
 
Malawi's international road haulage market.1/ The
 
need is ther.-fore to develop a smali, but competent,
 
locally controlled road haulage industry which is res
ponsive to the needs and the interests of the country
 
such as rapid response to emergen,'y needs, flexibility in
 
routings and foreign exchange savings opportunities.
 
Emphasis must be given to achieving better performance,
 
reducing costs and maintaining financial discipline.
 

The Ministry of Transport and Communications is
 
investigating a means of creating several Malawian
 
"umbrella" organizations to engage in and promote inter
national road haulage operations. They would be
 
privately owned and would operate their own vehicles and
 
in addition would sub-contract work, lease equipment and
 
provide other services to individual owner-operators.
 
Each organization would be professionally managed with
 

1/ See Section III, B for detailed discussion of Malawils
 
road transport services.
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specialists in planning, operations, maintenance and
 
repairs and accounting and financial management. These
 
specialists would in turn train counterparts who would
 
eventually take over the management of the existing
 
organizations. The aim is to bring these organizations
 
to the level of standards required to operate long inter
national transit transport routes.
 

Individual owner-operators will be used under contract
 
to the extent that they are able to perform according to
 
the requisite standards. Sep-,rate financial records will
 
be maintained for each vehicle and a guaranteed supply of
 
goods traffic will be ensured. Other options will be
 
investigated, for example through leasing vehicles from
 
the "umbrella" organization to employee drivers, whom
 
through incentive payments earned, may be able to gradually
 
acquire ownership in the vehicle. Simultaneously the
 
operation will be acquiring technical and financial skills
 
so as to develop their own capability.
 

There is a shortage of private capital in Malawi.
 
Potential investors, such as banks,equipment dealers and
 
insurance companies, have suffered heavy financial losses
 
from financing domestic truckers in the past. They there
fore view financing indigenous operators as a high risk
 
and prefer allocating their limited resources to other
 
types of enterprises.
 

In order to help meet the capital requirements of
 
these umbrella organizations, Government will seek assis
tance from international development organizations in the
 
form of donations of equipment.
 

The equipment donated 1/ for use in developing
 
Malawi's commercial road transport industry would be
 
specifically directed to the Ministry of Transport and
 
Communications. The Ministry would turn these over to
 
the Industrial Development Bank of Malawi (INDEBANK) to
 
manage on its behalf.2/ INDEBANK would then offer these
 
vehicles at commercial interest rate terms (inclusive of
 
all duties) to proposed "umbrella" organizations on either
 
sale or lease terms, or to owner-operators working under
 
an "umbrella" organization through the umbrella organization
 
(which would thus assume responsibility for meeting pay
ments due out of revenues), subject to Ministry approval.
 

1/ Tractors, semi-trailers of various types, recovery 
vehicles, tools and initial supplies of spares. 

2/ INDEBANK is a non-profit institution 78% owned by 
overseas private and official financial institutions 
and 22% by ADMXRC. INDEFUND, established to provide 
credit of up to K. 100,000 to small businesses might 
also be tapped to provide equity, working capital or 
loan guarantees to owner operations. 
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The funds so realized by INDEBANK would be placed

in a special revolving trust fund for future use in
 
expanding the fleet, purchasing replacement vehicles, or
 
for the purchase of equipment which would benefit the
 
entire industry. The bank would be entitled to a manage
ment fee for the services so provided. The funds held in
 
trust could, with Ministry approval, be invested to earn
 
interest. The funds could be disbursed only with the
 
joint approval of the Ministry and the INDEBANK Board of
 
Directors.
 

One specialized function of this fund would be the
 
management of specialized semi-trailers (such as purpose
built petroleum tankers) which are required for national
 
security, but whose utilization may vary considerably due
 
to changing conditions which it is difficult to forsee
 
with any degree of accuracy. These units would be
 
allocated to private operators on a short term lease

basis only, so that they cculd be withdrawn at times and
 
under circumstances when need slackens. 
 Tn this way the
 
financial burden of specialized equipment required only

occasionally for national security is carried by the

Minis:-" rather than private industry. These arrangements
 
are designed to prevent unequal treatment of operators

who supply their own equipment in comparison to those who
 
utilize donated equipment.
 

The two INDEBANK plans outlined above have been
 
accepted in principle, with final approval subject to board
 
action based upon specifics. This action is to be with
held pending the development of arrangements which meet
 
the approval of concerned donor countries.
 

Since payments into the revolving fund will be local
 
currency and purchases from the Fund will require foreign

exchange Government will have to make allocations of
 
foreign exchange adequate to the Fund requirements.
 

The goal of the proposed plan is to lower some of the
 
risks of private investment in international road haulage

so as 
to encourage private investors to participate in
 
this activity. However significant initial private inves
tment is still required in order to initiate this process.

Two companies have already expressed serious interest in
 
creating new companies, along the lines proposed, with
 
capital, generated in part from external sources.
 

Section IV, A.1 shows a micro analysis of the condi
tions under which international trucking might be operated

and its commercial viability under several sets of assumed
 
operating and cost parameters.
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5. Development of North/South Corridor via Tanzania
 

a. North/South Corridor Study
 

Due to the current transport difficulties encountered
 
in importing and exporting commodities via Mozambique, the
 
Government of Malawi has been investigating other possible
 
transit routes, in particular via Tanzania. With this aim
 
the Ministry of Transport and Communications is commis
sioning a feasibility study to investigate the northern
 
access route to Tanzania. This will study the transport
 
systems linking the Blantyre/Dar es Salaam corridor. This
 
is an attractive solution, due to the existence of road,
 
rail and lake ,modes, which is also significantly shorter
 
than routes being presently used and necessitates transiting
 
only one other country. The study will investigate both
 
possible incremental short term and longer term permanent
 
solutions. Inter-modal transport opticns will be examined
 
in addition to the institutional and regulatory problems.
 
This will involve study of physical facilities in Tanzania
 
and at the port of Dar es Salaam, in addition to 
for the improvements o: road, rail and lake fa 4 

options 
ies 

in the Republic of Malawi. 

b. Tanzanian Road Link 

In addition to this broad corridor study, the Ministry
 
of Works is studying a particular road link within the
 
corridor. By 1985 with the exception of a 59 km mountain
ous section between Champhoyo and Mbowe, the north-south
 
internal road axis in Malawi will be paved between Chikwawa
 
(south of Blantyre) to Kasungu in the north. The existing
 
earth road from Karonga to Songwe River has poor formation,
 
alignment, and drainage. A new Class I bitumen road on a
 
new alignment is proposed to link Karorga in Malawi across
 
the Songwe River border to Ibanda in Tanzania. From there
 
the road will connect to join the Itungi-Mbeya road which
 
links with the "'ans-East Africa Highway (Tan-Zam) to
 
Dar es Salaam. 2he proposed road is 50.3 kms in length,
 
4 kms of which are in Tanzania, and necessitating two
 
bridges over the rivers Songwe and Kiwira. This is a vital
 
link, to which both Malawi and Tanzania have agreed in
 
principal, and will take 2.5 years to build at a cost of
 
approximately K.20 million. By completing this critical
 
link Malawi will become fully accessible by road through
 
Tanzania to the port of Dar es Salaam.
 

c. Lake Services
 

Within the north-south corridor, considerable
 
interest is focused on developing the existing capability
 
of the lake services. Currently some passenger and freight
 
services are provided on the lake by Malawi Railways. The
 
principal ports of Chilumba, Nkhota Bay, Chipoka and Monkey
 
Bay are linked by regular but infrequent services. Chipoka
 
is significant in that it links with the existing rail
 
system. A new fuel tanker has been built at Monkey Bay,
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capable of transporting up to 300 tonnes of fuel on the
 
lake. With the existing barges, there is a vessel capa
city for moving about 1,000 tonnes of fuel, considerably
 
in excess of internal distribution requirements. Assuming
 
vessels could make two round trips per week between
 
Chilumba/Chipoka (approximately 450 kms), there is a
 
potential existing capacity for movement of 100,000 tonnes
 
or say 120 million litres) of fuel. The Nacala railway
 
line should be able to handle about 50% of fuel import
 
requirements through 1987 or about 80 million litres. If remaining
 
fuel imports/year were carried on the proposed lake system
 
existing vessel capacity is adequate for both imports and
 
local distribution.
 

Further attention is being focused on the possibility
 
of using the lake for more significant transport services.
 
For example, by introducing a Ro-Ro system onto barges,
 
goods could be transported from Chipoka to Chilumba at
 
competitive rates and without incurring large capital
 
costs. Two small barges each carrying say 10 trailers
 
(20 T.E.U. or 400 tonne capacity) making 100 round trips
 
per year could offer a maximum 80,000 tonne/year capacity
 
on a Ro-Ro system. Malawi Railways is currently inves
tigating suitable locations for the development of a new
 
or existing port. It is expected that the outcome of the
 
North/South corridor study will contribute to current
 
thinking in this respect. Kapwe has been discussed as a
 
possible suitable lcoation in the north.
 

The Lake Service of Malawi Railways is now making
 
arrangements to ship 200 tones/day of sugar from Dwangwa
 
(south of Nkhota Bay) to Chipoka by barge with existing
 
equipment. The sugar will be pre-loaded in slings at
 
Dwangwa, carried as break-bulk to Chipoka and transferred
 
there to rail. They are charging K. 21/tonne for the
 
vessel movement including handling costs which is compe
titive with trucking.
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III. ORGANIZATION OF TRANSPORT SECTOR SERVICES
 

The major industries/firms which utilize the inter
national transport system for exports or imports (defined
 
as generators of 10,000 tonnes or more cargo) are as
 
follows:
 

1. ADMARC (parastatal) - fertilizer, maize, groundnuts 

2. Optichem - fertilizer
 

3. Tea estates
 

4. Tobacco
 

5. Sugar estates (Sucoma and Dwangwa)
 

6. Portland Cement
 

7. Coal Users 

8. Oil Companies
 
9. Lever Brothers - soaps and edible oils.
 

The following section provides a brief description c: 
each of the above, the type and quantities of commodities 
involved, and the manner in which the industries have 
adapted to the transport problem. 
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A. Description of principal Firms/Organizations
 

purchasing transport services
 

1. 	ADMARC
 

ADMARC is the parastatal company responsible for the
 
purchase and sales of all smallholder farm inputs and
 
commercialized pioduction, with the exception of some
 
tobacco which is sold directly on the auction floors.
 

It is therefore a major purchaser of transport

services both within Malawi and for export/import. In
 
1982 ADMARC imported about 70,000 tonnes of fertilizer and
 
exported about 12,000 tonnes of food crops and 8,300 tonnes
 
of tobacco. In 1983 in addition to its normal exports,

ADMLARC has already sold about 200,000 tonnes of export

maize destined largely for regional markets.
 

Since most of its fertilizer imports will be coming

in from South Africa (supply from Nacala being unvailable)
 

is taking advantage of the opportunity _o load maize to
 
Lusaea On trucks arriving with fertilizer. Although some
 
of the in-bound trucks will pick up backhauls of tobacco
 
and 	sugar, the majority will take out maize from the same
 
ADMARC depot in Lilongwe where fertilizer is delivered.
 
With 81,000 tonnes of maize sales to Zambia, Tanzania,and
 
Zaire in 1983, the historical pattern of import flows
 
exceeding export flows and consequent empty backhauls will
 
change. Consequently average tonne-Km costs of road move
ments will be spread over more tonnage.
 

2. 	Optichem (Malawi) Limited 1/
 

This is a major importer of fertilizer for the estates
 
sector. In addition to this, the company also produces

and distributes various compound fertilizers throughout the
 
country. Its major customers are the tea, tobacco and
 
sugar estates.
 

The company normally imports about 25,000 tonnes of
 
top dressing fertilizer which is placed directly in depots

for resale. An additional 25,000 tonnes is imported as un
processed chemicals and is granulated and blended to
 
specifications at its plant in Limbe. The latter used to be
 
imported in bulk via Beira but with the railroad closed must
 

1/ 	Ownership: INDEBANK 20%, ADMARC 20%, Old Mutual 27%
 
FINMOS 33%.
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Contai
be imported via Nacala in bags, all containerized. 


nerization is preferred because of the limited 
break-bulk
 

are made from South Africa
Purchases
capacity at Nacala. 

or other world sources based on delivered 

price and avail-


A premium is paid for delivery by container 
from
 

ability. 

European sources, because of the higher 

labor cost of
 

filling the containers.
 

Presently containerised imports throigh Nacala 
are
 

carrying a rail transport cost of K.80/to. 
ie delivered
 

Costs of delivery by rail/road from South 
Africa
 

Blantyre. 

Imports of unprocessed chemicals
 are about K.180/tonne. 
 If Nacala were
bear high road transport costs.
cannot 


unavailable for the 25,000 tonnes/year of 
this importation,
 

the company would have to close down its processing 
plant.
 

The company has had 13,000 tonnes of bagged 
fertilizer
 

This is now being moved as breakin Beira since last year. 

bulk by ship to Nacala for railinc to Blantvre. 

Government
 

has given evacuation of the company's fertilizer from Beira
 

priority over the ADMARC and Government owned 
fertilizer
 

of 55,000 tonnes remaining in Beira.
 

have adequate
The Company reports tha: i: exoects to 
1983-84 season.
supplies for its customers for the 

3. Tea Estates
 

The main tea producing areas are Thyolo and Mulanje
 

in the Southern Region, with a small hectarage 
at Nkhata
 

All growers are members of
 Bay in the Northern Region. 

the Tea Association which represents the industry 

on all
 

national and international matters concerning 
the interests
 

of growers and producers. The Association negotiates with
 
It occasionally


conference lines for ocean transport rates. 


has made fertilizer purchases. The Association 
is not
 

otherwise involved in purchases, sales or transport.
 

The.e are 29 companies established as tea producers 
in
 

In addition, there is a smallholder project
Malawi. 
 The smallcontrolled by the Smallholder Tea Authority. 


holder leaf from the Mulanje area is processed in a factory
 

owned by Malawi Tea Company (Muloza) Limited which opened
 

The estates process tea in their own
in December 1974. 

factories.
 

The tea companies market their produce in various 
ways.
 

A large quantity, though decreasing in proportion, 
is sold
 

in the traditional manner through the London Auction 
and
 

The USA is buying a
 some is sold offshore FOB (vessel). 

large share of the remainder. Production of tea has been
 

Tea production in 1982 was 38,500
increasing since 1968. 

A large proportion
tonnes about 20% higher than in 1981. 


of the tea produced was sold at local tea auctions 
in
 

Malawi (in 1982 26% compared to 20.9% in 1981). The
 

average price for Malawi tea at the London Auction 
was 3%
 

- the best price since
above the price realised in 1981 

Output of tea is expected to increase provided
1977. 
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favourable weather conditions prevail in the tea growing
 
areas. The Tea Research Foundation which is financed by
 
the industry has been of considerable assistance to the
 
growers. Prices in 1983 (January - April) on auction are
 
averaging higher than for the same period in 1982.
 

Tea for local auction is packed in boxes and trucked
 
to Limbe auction floors. After auction its buyers arrange
 
for a freight forwarding agent to handle shipping. Tea
 
sold overseas is packed in bags on the estates and then
 
loaded in containers either by the estate itself or by a
 
freight forwarder (generally more expensive). The freight
 
forwarder controls the supply of containers and arranges
 
for their shipment overseas. The use of containers has
 
enabled the industry to abandon packing in traditional
 
tea boxes (handled break-bulk) and to substitute bagging,
 
resulting in considerable cost savings.
 

The tea industry requires about 7,000 T.E.U.'s/year
 
to move its production with about 10 tonnes net cargo/TEU.
 
Eighty percent of the tea crop is harvested between
 
December - May. The tea crop is available Zor export
 
earlier than other crops and thus has not had as Much
 
problem competing for rail capacity. However, rail capa
city is reduced during the rainy season. Now that large
 
stocks of sugar and maize are competing for transport
 
year round, more tea is and will be transported by road.
 

4. Tobacco
 

The Tobacco Association represents the interests of
 
the growers in the private sector (flue-cured and burley),
 
while the Agricultural Development Marketing Corporation,
 
a statutory corporation, is responsible for the marketing
 
of all types of tobacco grown by farmers on customary
 
land (fire-cured, sun/air-cured and oriental) and
 
represents these growers at official level.
 

Total sales in 1982 at 58,520 tonnes were zhe highest
 
on record. This was largely accounted for by sales of
 
27,600 tonnes of burley which at an average price of
 
K.216/kg was selling at about double the value prevailing
 
in the period 1974-80. Flue-cured sales were 22,600 tonnes,
 
about average for the last 5 years but average prices at
 
K.2.09/kg were highest on record and about 25% higher than
 
the average 1974-80. Production of other types of tobacco
 
totaled 8,300 tonnes.
 

All types of tobacco are sold at the Limbe auction
 
floor except oriental which is sold privately. Modern
 
facilities are available for handling and packing. The
 
Auction floor in Lilongwe started operating in 1979 in
 
addition to the Auction floor in Limbe. The Limbe sales
 
are unique, in that five different varieties of tobacco,
 
burley, fire-cured, flue-curedand sun/air-cured are offered
 
on a single morning's sale. The market usually opens each
 
year at'the end of March an, thereafter sales are held
 
until October.
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Growers hire transport for delivery of their baled
 
tobacco to the auction floors. Because the volume of
 
Northern and Central Region production has exceeded the
 
Lilongwe floors capacity, some is being shipped to Limbe
 
for auction.
 

Once the tobacco is sold, the buyer arranges for pro
cessing and export baling at one of the nearby factories
 
which are presently working with about a two months back
log. The tobacco is held after processing until the
 
buyer gives instructions for shipping which is then
 
arranged through a freight forwarding agent. Most tobacco
 
is now shipped in containers, by rail if available, other
wise by road through Durban.
 

5. Sugar Estates
 

Sugar is grown on two large estates both managed by
 
LONRHO. For SUCOMA which is situated in the Lower Shire
 
Valley, used plant was moved from Mauritins and installed
 
in the laze 196C's. rane growth is extremely fast under
 
irri-a~-n-and - - - tonnes cane/hectare/year are 

averaged on the esta=e. Average sucrose percent of cane
 
is around 13i over -.e harvesting season which lasts from
 
April-December. Yields of sugar average 11-13 tonnes/
 
hectare/year. Total grounding capacity is 230 tonnes/
 
hour. The plant produces raw sugar for export and has a
 
refinery capable of handling 15 tonnes/hour. The local
 
market absorbs 75% of refined and 25% of raw, the
 
remainder available for export.
 

Dwangwa Sugar Corporation located near Nkhotakota,
 
was incorporated in 1976, its major shareholders being
 
ADMARC, Press (Holdings) Ltd and Lonrho Sugar Corporation.
 
Total capital employed was about K.64 million which is
 
funded by shareholders equity and overseas and local loans.
 
About 6,000 irrigated hectares are planted. The estate
 
has created jobs for about-5,000 persons and under a
 
smallholder scheme, 326 two hectare plots. The factory
 
was commissioned in 1979 and sugar production in 1981 was
 
about 70,000 tonnes. It is designed to process
 
150 tonnes/hour of cane and can produce both refined and
 
raw sugar.
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Production, consumption, and export surplus was as
 
follows:
 

Table 3.1 Sugar production and consumption
 

Year Sucoma Dwangwa Consumption Exportable 
(Metric Tonnes) Surplus 

1978 92,672 - 34,000 58,672 

1979 92,069 -5,785 38,000 69,854 

1980 99,541 47,882 41,000 106,423 

1981 96,217 70,426 48,000 118,643 

1982 100,000 71,000 50,000 121,000 

1983 105,000 75,000 55,000 125,000 

Source: N.S.O. and SUCOMIA 

Malawi has an EEC quota of 20,000 tonnes and a US 
quota of 15,000 tonnes which can be sold at orices sub
stantially hiqher than the world market price (qucta 
price in 1983 $0.23/lb;world market price, US $0.15-16).
The remainder of the export surplus must be sold at spot
prices. There was an unsold surplus carry-over from the 
1982 crop of 50,000 tonnes. Export sales in 1983 are 
now anticipated at about 70,000 tonnes which would add 
another 55,000 tonnes to stocks. I stock of 105,000 
tonnes would have an inventory value (cost of production) 
of about M. 23.6 million. 

Sugar sold outside the quotas reportedly will return
 
a loss on total costs to the enterprises if transport
 
costs exceed a range of K.25-50/tonne.1/ Railroad via
 
"Nacala costs about K.50 and all road alternatives are
 
unacceptable on the basis of cost even where special

backhaul rates are negotiated with transporters who would
 
otherwise be-returning without a return cargo. While the
 
road via Tete to Harare was open, such backhauls, parti
cularly with imports of coal, were available. The sugar
 
enterprises may elect to pay higher transportation prices

in the short-run to generate positive cash flow, covering

variable costs but not all fixed costs. From the national
 
point of view, once production costs which include a
 
foreign exchange component, have been incurred, any foreign
 
exchange generated by such sales is better than a continuing
 
build-up of stocks.
 

Although the basic problem of the sugar industry is
 
over-supply on world markets, it is particularly disadvan
taged as it is located in a land-locked country where rail
 
capacity is restricted.
 

1/ 	Presumably costs at SUCOMA are much lower, since
 
milling facilities have been fully amortized.
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An ethanol plant was opened in 1982 at Dwangwa pro
ducing 10 million litres to be blended with petrol (about

15% mixture). This plant uses molasses as feedstock.
 

In 1981 Malawi exported 27,000 tonnes of molasses
 
by rail, more than half of this from the SUCOMA estate.
 
While Dwangwa production is being converted to ethanol,
 
SUCOMA's production, with a potential export value of
 
K.3 million, is being dumped because the usual Beira rail
 
route is closed.
 

6. Cement
 

Portland Cement Company has experienced difficulty
 
in obtaining its coal supplies of about 20,000 tonnes/
 
year from its cheapest source of supply in Mozambique, the
 
Moatize mine near Tete. Substitution of road transport
 
fcr has increased the delivered cost at the clinker
 

processing plant by K.60 /tonne (K.170/tonne instead of
 
K.110/tonne). This is particularly expensive because
 
there is no adequate road access to the plant for heavy
 
e' cies. Therefore coal imported by road has zo be
 
:ransferred to rail in Blantyre for delivery to the
 
plant.
 

With the railroad closed and road access inte=rrupted
 
by insurgency, about 5,000 tonnes has had to be obtained
 
from Zambia, by road to Mchinji and by rail within
 
Malawi. Transport cost is about K.100/tonne or a final
 
delivered cost of about K.220/tonne.
 

Had the building industry been buoyant, there would
 
no doubt have been a shortfall in cement requirements.
 
The value of private buildings completed has dropped 32%
 
in 1982 as compared with 1979 and the value of Government
 
buildings completed dropped by about 40%, heavily impacted

by completion of major construction for the new Capital.
 
Sales and Pruduc.tion of cement in 1982 were about half
 
the historical peak achieved in 1979. 1/ Consequently
 
cement production has been inadequate although high fuel
 
costs have pushed up production costs.
 

While Portland Cement is still clearly the largest
 
coal depende,t industry, its share of coal has fallen
 
from in excess of 50% to around 30-40%.
 

7., Coal Users Committee
 

This Committee arranges for purchases of coal for
 
users other than the Portland Cement Company. Requirements
 
for 1983 are 30-35,000 tonnes. The largest users are
 
David Whitehead and Sons and Lever Bros. The preferred
 

1/ Table II and II A, Monthly Statistical Bulletin,
 
May 1983.
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source is the Moatize mine in Mozambique. Rail deliveries
 
to Blantyre cost K.10/tonne whereas by road, presently
 
used to the extent security permits, costs K.41 tonnes for 
a total delivered cost of K.82/tonne.
 

About 5,000 tonnes has been brouaht in from Wankie in
 
Zimbabwe in containers by truck. Landed cost is about
 
2.5 times higher than from Moatize though of better quality.
 
About 3,000 tonnes has been shipped from Zambia but
 
requires crushing before use. They now intend to test a 
1,000 tonne supply from Malawi's coal field at Livingstonia
 
(Northern Province). Quality, however, is poorer than from
 
other above mentioned sources.
 

E. 	Oil Companies
 

There are three petroleum distrubution companies,
 
Ca--e:.:, Mobil and Oilcon. Oilco-, =he laraest, is managed

by B? which also has an ownershio participation.
 

-he destruction of Beira tank storage by insurgents 
an e c Ie----------.e aused a major dis
.ru: i n supply. Oilcor has subsequently taken the 
restznsiDlity in close consultation With the other 
companies for ar-anging alternate supplies and routings. 
These arrangements, which place heav.er dependence on 

-
Sou Africa as a supplier of petrol, and related transport 
implications are discussed in the previous section con
cerning commodity flops. 

The success of their logistics management is demon
strated by the fact that in 1982, petroleum supplies
 
were maintained at 90% of 1981 import levels. Increases
 
in petroleum prices 1/ had some effect presumably on
 
reducing demand so that no serious shortages were
 
experienced. The industry has an in-country storage 
capacity equivalent to approximately 33 days requirements. 
De=- -_for diesel is seasonally high. Stocks were very ...... 
high as of June 1983. 

While extra strategic storage may be in the national
 
interest, the companies are not prepared to invest in such
 
facilities and accept the extra inventory cost unless the 
Government is prepared to allow a pass-on of these costs
 
to its customers. 

1/ 	Since June there have been three price increases with
 
diesel rising from 75t to 92.2t (23%) and petrol from
 
85.8t to 98.Ot (14%). (0ambala)
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9. Lever Brothers Ltd
 

This firm located ir Limbe, produces soaps, washing

powders, edible oils, and livestock meal from oil cake.
 
Their production requires imports of about 7,000 tonnes
 
of tallow which now is delivered in specialized tanks
 
fitted to trailer trucks which arrive via Duvban, Harare
 
and Zambia. Importation used to be by rail from Beira.
 
The soap factory was closed for 3 months while the alter
native, more costly route was established. Imports of
 
coal were discussed under item 7 above.
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B. Description of Malawi's Road Transport Services
 

1. Factors contributing to the weakness of Malawi's
 

trucking industry
 

The trucking industry in Malawi is composed of many

individual operators, small firms, and a few medium sized
 
firms most of which are just struggling to exist.

Historically there is a record of enterprises which have
 
collapsed. 
The causes can be briefly summarized as
 
follows:
 

(a) 	Entry into domestic trucking has been relatively eas-.

Most operators have had insufficient capital, manage
ment expertise or trainig to operate as viable
 
businesses. Therefore the industry has a poor

business reputation with financiers and insurers.
 
Present.- .' mhere is overcapacity in vehicles unsuit
able for international trucking at least 8-9 months/ 
year. 

() 	 The aa as been provided protection versus
 
:ruc.inc and has had the capacity, until the recent
 
cris.s, -o carry most'internatioral traffic at lower
 
cost.
 

(c) 	Foreign based firms have had virtually free entry

into Malawi. Since in-bound international cargoes

of relatively high value goods have dominated traffic

volumes and covered-most of the haulage costs, these
 
firms have been able to nearly monopolize inter
national movements. Their vehicle operating costs
 
have also been lower than those of Malawi operators.
 

(d) 	Malawi operators have had great difficulty in
 
obtaining permits to operate through neighbouring

countries.
 

(e) 	Malawi purchasers of transport services have made
 
little attempt to take steps to reduce transport
ation costs through improving terminal efficiencies,
 
reducing seasonal peak elements, balancing two
 
directional traffic and prompt payment for services.
 
Instead their practice has been to place the main
 
burden of keeping transport rates down on the
 
transporters.
 

2. Rail Protection
 

From colonial times the railways have received pro
tection from road transport competition. The first stage

of protection was to protect the external rail route to
 
Beira. Originally all traffic to Malawi was carried up

the Zambezi and Shire rivers in barges towed by paddle

wheeled river steamers. These barges were loaded from

ships standing off the mouth of the Zambezi river near
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Chinde. Four barges of 50 tonnes each were towed to
 
either Nsanje or Chikwawa. This service was closed down
 
when the railway was built in order to provide the railway
 
with the traffic. Furthermore, despite requests to place
 
a road deck over the Zambezi and Shire river rail bridges
 
to allow motor vehicles to cross, the railway refused per
mission and it was not until 1978 that the railway bridge
 
over the Shire and Chiromo was modified to allow road
 
vehicles to cross.
 

With regard to internal transport, protection was
 
given to the railways between Blantyre and Salima by
 
refusing permi.s to transport goods by road from Lilongwe
 
to Blantyre and Luchenza. Thus the local road transporters
 
were denied an internal medium distance route which would
 
have enabled them to develop skills and purchase vehicles
 
suitable for this type of operation.
 

3. Malawi's Truck Fleet and domestic road haulage
 

As of ' - = whe =4 -h: .alawian trans
oort firms wi. f:ve or more vehicles, and _ -:ozal fleet
of nearly 500 vehicles. Many of these were mcstly single
 
vehicle owners totalling perhaps 300 vehicles from this
 
fleet (with capacities up to 10 tonnes). Between
 
1968-77 four cf these firms were dissolved. By 1977 the
 
transport concerns with five or more vehicles comprised
 
the following:
 

Road Motor Services 36 units - Blantyre and
 
(Malawi Railways) Lilongwe
 

Clan Transport Co Ltd 5 units - Blantyre 

J. T. Karbhari & Son 8 units - Mulanje 

----Tennet.- Sons Ltd 26 units - Luchenza/ 
Blantyre/Lilongwe 

0. E. Mahomed 17 units - Limbe 

A. K. Mahomed 12 units - Blantyre 

104 units 

The road haulage companies and individuals serving

Malawi at the present time shown in Table 3.2 are divided
 
into two categories, those-having in excess of five
 
vehicles and those having five or less vehicles. The
 
total fleet of larger operators is 215 units. In addition
 
members of the African Businessmen's Association, composed
 
of many small owner/operators, have about 150 vehicles
 
and other operators have about 4.0 vehicles, giving a total
 
of approximately 400 vehicles.
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Table 3.2 Principal Malawian road haulage operators
 
and ownership
 

Organisations having more than five goods vehicle
 

- Progressive Panel Beaters & Transport - 16 units
 
Contractors
 

- Clan Transport Co. Ltd. (MFS) 1!/ - 12 units
 

- Container Terminals (Mw) Ltd. (MFS)1/ - 8 units
 

- J. Tennett & Sons Ltd. - 16 units
 

- Road Motor Services (Malawi Railways, - 16 units
 
collection & delivery services only) 

- 0. E. Mahommed (Asian) - 29 units 

- African Business Men's Association - number not known 
(separate individual owners of vehicles) (estimate 150
 

units)
 
- Press Transport (1975) Ltd. - 32 units
 

- Spearhead Enterprises Transport and - 15 units
 
Maintenance Services Ltd.
 

- Amosi Transport and Maize Mills - 9 units 

- A. K. Mahommed (Asian) - 25 units 

- Freight Transport (Asian) - 11 units 

- Inter Carriers (D. Carvalho) - 7 units 

- F. A. Lambat (Asian) - 15 units 

- Kanekha Transport - 8 units 
215
 

Organisations having five goods vehicles or less 
Fargo Limited (Asian) - 4 units 

- Fersons - 5 units 

-Marine Containers-Ltd. 'Mixed- - 5 units 

- Viola Transport - 5 units 

- Glens Removals & Storage (Mw) Ltd. - 3 units 

- A.M.I. Rennie Press Ltd. (Mixed) - 1 unit 

- Cargo Transfer (Asian) - 3 units 

- Trans-Connection - 4 units 

- Springbok Transport 3 units 

- Rahim I. Hamdani - 3 units 

- Kwezani Transport Limbe 
Dhadelia Transport, Blantyre (refugee) - owners with one 
Universal Transport, Limbe (refugee) or w icle 
Jumani Transport (refugee) or two vehicles 
Mkwezalemba Transport 

40 est.
 
1/ Owned by Manica Freight Services, one of the largest
 

freight forwarding companies.
 
* Principally indigenous ownership. 
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Of the total number of vehicles represented in the
 
above two categories, less than 5% or 20 vehicles are of
 
suitable size and in suitable condition for long distance
 
haulage, particularly haulage of containers.
 

The Government has a 'localization' plan whereby
 
Asian transporters are to cease operation by the end of
 
1983. Some of these transporters concerned have been
 
established in the industry for many years. When this
 
plan is finally implemented the number of vehicles
 
operated by road transport contractors in Malawi will
 
fall from 394 to 317. This depletion in the number of
 
domestic road transport operators in Malawi may further
 
weaken the international road transpozt capabilities.
 
Several of these operators have had the financial
 
resources and sucessful operating experience to engage in
 
long distance trucking.
 

A complete list of Malawi road haulage contractors
 
showing the numbez of vehicles and the make and the size
 
of the vehicles used by each operator is given in the
 
-ol-owing Table 3.3. This specifies in more detail the
 

of vehicles used, whether used on international or
 
local haulage and typical trip frequencies. Average
 
rates for international transport (in Kwacha per tonne)
 
ar also shown. 

This shows the potential Malawian fleet that could 
be ised for international operations. However it should 
be noted that in aggregate all of the units available for
 
use on international routes are not currently operating
 
at the frequency indicated.
 



TABLE 3.3 g LIST OF MALAWIAN IUAD II "..LAtIc;IIcA'..I.S 

TRANSPORT COMPANY MAKE OF VEHICLES SIZE OF NO. ON i'WrEN- 111). 1l I.CAL INTERNATIONAL FREQUENCY OF 

NO. OF VEHICLES VEHICLE NATIONAL 
HAULAGE 

IIAIIIA(;I: HATES TRIPS 

Press Transport 
32 units 

Mercedes Benz 
1621 
2624 

26 
30 

tonne 
tonne 

27 units ", tl. IK0.08/tonne km. 
to KO.12/ttmne 
kin. 

3 trips per month 
per truck 

F.A. Lambat Mercedes Benz 26 tonne 10 unitu ),tll,i'I.uska K110/ 1 trip per week 

15 units tI trne per truck 

Mkwezalamba Trans- 3 Mercedes Benz 26 tonne 2 units I utsi K73/tonne to 1 trip per week 

port. 
3 units 

".iisaka (AIIA 
!;t~trat e) 

per truck 

Trans Connection 3 Mack 30 tonne 4 units 
4 units 1 Benz 30 tonne 

Springbok Transport 
3 units 

1 Benz 
1 Benz 

30 
26 

tonne 
tonne 

2 unitn I Islst K10/tonne Lusaka 
F140/tonne return 

I trip per week
per truck 

Intercarriers 3 Benz 30 tonne 5 Betnz K100/tonne to I trip per week 

7 units 2 Benz 26 tonne 1 Lylaind I till, t L.u!.;aka outbound per truck 
1 Leyland 15 tonne 1(110/tonnte 

1 Hino 8 tonne ruturn 

Progressive Trans-
port. 

4 Benz 
12 Miscellaneous 

30 tonne 4 1, 1ti1i1; 1 l40/Lonne 
I.u:akn 

to 1 trip per week 
per truck 

16 units 

Kanekha Transport 
8 units 

6 Benz 
2 Benz 

26 
30 

tonne 
tonne 

2x30 touln 
units 

f, til iIn K6"1/tonne 
to Lusaka 

.llongwe 1 trip per week 
per truck 

Viola Transport 
5 units 

I Mack 
2 Benz 

30 tonne 
26 tonne 

3 units ' llitls Kl0/tonne to 
Zinbabwe 

1 trip per week 
total 

1 Toyota 
I Hino 

7 tonne 
7 tonne 



TABLE 3.3 cont'd 

TRANSPORT 	 MAKE OF VEHICLES SIZE OF 

£ NO. OF VEHICLES 	 VEHICLE 

Amosi Transport 2 Benz 21 tonne 
9 units 	 I Mack 30 tonne 


2 Leyland Hippo 25 tonne
 
3 Leyland 7 tonne
 
1 Leyland 15 tonne
 

Container Terminals I Mack 30 tonne 
(Malawi) Lts. I Leyland Land 30 tonne 
8 units Train 

6 LeylanL 21 tonne 

Fersons Ltd. 3 Benz 30 tonne 

5 units with 3 to 5 min-.ellaneoua 12-20
 
be purchased. tonne
 

J.Tennett& Sons Ltd. I Benz ut It 23 tonne 

16 unitr 1 Guy unit 36 tonne 


I Bedford TM 21 tonne
 
1 AEC unit 27 tonne
 
I FODEN 12 tonne
 
1 ERF unit 12 tonne
 
6 Leyland 15 tonne
 
i Ford 10 tonne
 
1 Toyota 7 tonne
 
1 Fuso 7 tonne
 
I Bedford 5 tonne
 

-lan Transport
 
12 units
 

Freight Transport
 
I units 	 0 N Y 0 P E R A 

A. K. Mahomed
 
25 units 	 O N L Y O P E R A 

. E. Haho=-
25 units O N L Y OPERAT 


NO. ON INTER-
NATIONAL 
HAULAGE 

I Benz unit 
I Mack unit 

NO. ON LOCAL 
IADILACE 

7 milts 

INTERNATIONAL 
RATES 

FREQUENCY OF 
TRIPS 

3 trips per week 
in all 

2 units 
(Intended on 
ZinLahwe run) 

3 uniLs 

f. kill. 

Ocassionally 
3 units 

l( 

T 

T 

E 

E 

E 

L 0 C A I. I.Y 

I. 0 C A I. I. Y 

OCALLY ......... 



TABLE 3.3 cont'd 

TRANSPORT COMPANY 
& NO. OF VEHICLES 

MAKE OF VEHICLES SIZE OF 
VEHICLE 

NO. ON INTER-
NATIONAL 
HAULAGE 

NO. ON 
IIAIAG;' 

.i(A1, Irit1tIATNI'utAI, 
IIA*I'I:,; 

FRIEQUENCY 
TRIPS 

OF 

R. I. Mahomed 
fin Lilongwe) L 0 C A L 0 P E R A T 1 0 N 41 1 . y" 

Road Motor Services 
12 units L O C A L OPERATrO N 0 tJ . Y 
African Business 
Men's Association 
(ABA) 

Miscellaneous 

Spearhead Enter-
prise Transport & 
Maintenance Service 
15 units 

15 Toyota LOCAL OPERATION 0NI.y 

Fargo Limited 

4 un'.ts 
Marine Containers 
5 units 

Leyland L O C A L O P E R A T 1 0 O NL Y 

Glens Removal a 
Storage 
3 units 

L O C A L O P E R A T 0 N 0 N L Y 

A.M.I. Rennie Press 
1 unit 

Mack 

Cargo Transfer 
3 units 

Rahim I. Hamdi 
3 units 



80 

There have been institutional problems contributing
 
to the weakness of the local transport industry. Before
 
1979 Government used to set road haulage rates. It is
 
reported that these were usually too low to earn a reascn
able return. Although private sector hirers of transport
 
frequently paid in excess, Government and parastatals
 
were the predominant users.
 

Presently Government sets minimum and maximum haulage
 
rates for internal transport, in the range of 10.5 to
 
27.2 tambala per tonne-km. Because of the keen competition
 
for business, the prevailing rates tend to be at the low
 
end of this range. ADMARC, as the single largest
 
parastatal company purchasing transport essentially for
 
smallholder crops and farm inputs, has specific rates
 
intended for small trucks which are 15.0 tambala per
 
tonne-km. for bitumen roads and 19.6 tambala per tonne
km for non-surfaced roads. Special adjustments are allowed
 
for short hauls but are seldom paid in order zo !keep
 
transport costs low. These rates would be profitable if
 
vehicle utilization was high. In fact due to an excess of
 
transporters, limited backhauls, long termina. delays and
 
oor transporr. manacemenz, many transZcrterse _ -
to operate profitably. This has given road transport a
 
bad reputation amona financial institutions.
 

Real efforts by buyers of transport services to keep
 
transport costs down, through more efficient terminal
 
operations and organization of backhauis, would have helpe.
 
transporters achieve higher vehicle utilization. For
 
example, for agricultural products it is not uncommon for
 
vehicles on a 70 km haul to spend an average of 200% of
 
running time each day in queuing, loading and offloading.
 

In summary, the local transport industry, predominantly
 
small operators, has suffered low utilization rates and
 
has not appreciated the relationship of utilization rates
 
and load factors to profitability. Purchasers of transport
 
services'*also havC been concerned with obtaining low tariffs,
 
rather than taking steps to manage their own transport
 
handlingmore efficiently and thereby permitting transporters
 
to achieve better utilization. Government's policy of free
 
entry to the trucking industry has permitted over-capacity
 
in an industry dominated by small operators who frequently
 
do not clearly understand the market and whom have poor
 
management skills.
 

This expertise with domestic internal transport has
 
contributed to the present situation where few indigenous
 
truckers have the financial or management capability to
 
undertake the more expensive and organizationally complex
 
tasks of international transport.
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4. International Road Haulage
 

During the time of the Federation the main companies
 
operating the Malawi-Zimbabwe route were United Transport,
 
Clan Transport and Bulwark Transport. There were only
 
three licences on the route operated by Clan Transport
 
and possibly six licences operated by United Transport
 
from Blantyre. Bulwark Transport was a Zimbabwean company
 
which operated from Zimbabwe and was controlled by United
 
Transport's parent company in Zimbabwe. Clan Transport
 
in Blantyre also had a parent company in Zimbabwe, and
 
for this reason many Clan and United lorries belonging to
 
the parent companies in Zimbabwe served the route and use
 
the depots of their subsidiary companies in Malawi to
 
supply all their terminal facilities.
 

Licences on all the external routes were very
 
difficult for anyone else in Malawi to obtain. Even if
 
the Malawi Government had been prepared to issue permits
 
for their section of the roads, the authorities in
 
Zimbabwe and Zambia were not so inclined. As a result
 
there was no real growth in the external transport

a.ablit1 of .alawJ's o.,n transport orqanization. 

This problem was compounded when the border between
 
Zimbabwe and Malawi via Mozambique was closed by the
 
Mozambique authorities in about 1975. After that time no
 
road traffic moved on that route until after Zimbabwe
 
independence in 1980. Since that time the route to
 
Zimbabwe via Tete has again been closed as a result of
 
attacks on vehicles by Mozambique dissidents. The cross
 
border transport capabilities of Malawi road transporters
 
are therefore very limited at the present time. There
 
are a number of operators with large vehicles which could
 
operate these routes, but in several cases their vehicles
 
are operated by their owners more as a sideline than as a
 
professional road transport business.
 

-For'-manyyeurs-there--was little effort--by the :lalawi
 
Office of the Road Traffic Commissioner to ensure that
 
Malawi transporters obtained foreign permits, although
 
recently the office has actively supported applications
 
by three Malawian firms to operate in Zambia and by
 
eighteen firms (mostly single vehicle owners) to operate
 
through Botswana.
 

Prior to 1977 a few foreign based transport
 
contractors operated into Malawi. These were Swift
 
Transport (Zimbabwe), Clan Transport (Zimbabwe), Biddulphs
 
(Zimbabwe), Glens Removals !Zimbabwe), Central African
 
Road Services (Zambia). These were part of multinational
 
companies having subsidiaries in Zambia, Botswana,
 
Zimbabwe and South Africa.
 

Since 1977 the list of foreign based contractors 
into Malawi has expanded considerably. The names are 
given'in'the Table 3.4 below - against each is given 
the countries in which vehicles are recistered. 
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Table 3.4 Foreign registered road haulage contractors
 

Contract Haulage (Zambia)
 

Clan Transport (South Africa, Zimbabwe,
 
Zambia)
 

Freight Speed (South Africa)
 

Bormans (South Africa)
 

Shamrock (South Africa)
 

Arrow International (South Afri.ca)
 

Central African
 
Road Services (Botswana)
 

Swift (United Kingdom with sub
sidiaries in South Africa,
 
Zimbabwe, Zambia, Botswana, 
Botswana, Ialawi) 

Always 

Cargo Carriers (Zimbabwe) 

.. (Zimbabwe) 

Intercept (South Africa) 

Coley Hall (Zimbabwe & South Africa) 

Rennies (South Africa) 

Unfreight (South Africa) 

Interfreightways (Soutn Africa) 

Russel Noach (Zimbabwe) 

North Eastern 
Transport (Zimbabwe) 

This fleet has been of benefit to Malawi in keeping
 
open a oor4tdor-to..-a-sea--port. However, no restrictions
 
were placed on the road service permits pertaining to
 
foreign registered vehicles, with the result that in many
 
cases the foreign registered vehicles were delivering to
 
the door and taking out return loads from source. This
 
meant that Malawi domestic transport, which traditionally
 
provided the feeder service to railways, was left standing
 
idle whilst foreign vehicles collected and delivered their
 
goods. From the economic standpoint it meant that Malawi
 
was paying foreign exchange for the transport of goods
 
moving over a road within its own borders, sometimes for
 
a distance of nearly 600 kilometres. The impact of this
 
on the already depressed domestic transport industry has
 
been critical.
 

Within the last three months the Government of Malawi
 
has announced that foreign permit holders will have to
 
terminate transport runs within certain restricted areas
 
at Lilongwe from Mchinji and at Blantyre from Mwanza. The
 
main intention of this is to bring traffic back onto the
 
railways. Domestic road transporters should benefitfrom
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this move since this routing will help to re-establish the
 
traditional collection and delivery system to and from the
 
railways. According to traffic data collected in the
 
period May-July 1983, foreign transporters' vehicles
 
consist of 70% of total vehicles entering/departing
 
Malawi (Mchinji) on the Zambian route and 66% on the
 
Mozambique (Tete) route.
 

Presently only three R.S.A. transporters have permits
 
to carry cargo to Malawi, Zambia, and Zaire, namely SABOT,
 
Truck Africa, and Swift (which is closing down its inter
national operations). Truck Africa is very expensive.
 
Access to Zimbabwe is also limited to those carriers who
 
maintained services during the Zimbabwe civil war. Other
 
R.S.A. transporters carry goods to either the Zimbabwe or
 
Botswana border for transhipment. R.S.A. permits are
 
limited to protect South African rail traffic. This is
 
particularly true between Durban and Johannesburg. Most
 
of :he shipments with origin or destination at Durban have
 
to be moved by rail on the Durban/Johannesburg segment.
 
This restriction helps to keep more international traffic on
 
the R.S.A. rail system. Since R.S.A. does not cfsr9 container rate,
 
truckers' competitive advanta:e is iproved fr hveh raZed
 
rai cargo moving in containers.
 

Facilities for rail/road transhipment at the R.S.A.
 
borders Beit Bridge/Messina and Zeerust need imprzvement.
 
In particular, frequent forwarders need to establish
 
offices, handling facilities, and storage, now that these
 
locations are receiving more Malawi and Zambian traffic.
 
Facilities and services at Harare however, are much better
 
and are preferred, accounting for the fact that Zimbabwe
 
trucking firms are capturing a large portion of the
 
Malawi traffic with origin or destination in R.S.A. If
 
R.S.A. railways could be induced to provide an attractive
 
container rate for shipments to/from Harare,the cost of this
 
road/rail routing could be substantially reduced for high
 
value cargo.
 

Foreign transporters have had two major cost advan
tages over Malawian transporters. Firstly, vehicle
 
operating cost- for South African and Zimbabwian trans
porters are lower than those of even an efficient Malawi
 
operator. Costs of vehicle purchase, spare parts, tyres
 
and insurance are lower. Equipment is either manufactured
 
locally or imported at lower cost and taxation is
 
generally lcwer. Additionally vehicles are generally
 
operated by large well managed firms who achieve high
 
rates of utilization.
 

Secondly these firms have had access to high value
 
imports arriving at Durban or the Harare railhead.
 
Typically they charge road tariffs on import commodities
 
sufficient to cover all or most of the round-trip. Upon
 
arrival in Malawi they can offer charges for backhauls
 
at low rates which are largely additional profit. In
 
contrast the Malawi transporter has to charge a tariff
 
on out-bound cargos sufficient to cover all or most of
 
his round-trip costs. Few Malawian truckers have the
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capacity to arrange for a guaranteed high tariff backhaul
 
orginating in another country,.
 

The competitive position versus Zambian truckers is
 
better. Operating costs and efficiency levels are more
 
comparable, particularly given present problems and costs
 
of maintaining vehicles based in Zambia. Given the
 
relative proximity of Lusaka and the large volume of
 
Malawi cargo with origins or destinations at the Lusaka
 
railhead, it is easier to obtain high vehicle utilization
 
rates and two directional cargoes. For these reasons,
 
Malawi truckers have been relatively more successful in
 
obtaining a share of these cargo movements. Likewise,
 
these cargoes are the logical target for expanding Malawi
 
fleet participation into international haulage.
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C. Global Analysis of Indust.y Impact and Response to
 

the Current Problem
 

The actions of major transport users for coping with
 
the uransport problems may be grouped into three categories:
 
the exporters of high value produce, the exporters c2 low
 
value produce and the importers of essential supplies.
 

1. Exporters of high value produce
 

Tea at about K.1000/tonne and tobacco at about 
K.3000/tonne are relatively high value agricultural pro
ducts. Although accustomed to paying about K.150/tonne 
for delivery by rail to port of shipment. the industry 
is prepared to pay prevailing rates of K.300-400/tonne 
to move products tc r_-ban when rail is unavailable. The 
industry has =-4-1 contract delivery dates to meet. 
The industries face cash flow problems if payments.are 
delayed. interest costs mount quickly where short-term 
borrowing ca :s . onh. This is more critical 
for the in__vz= ac'-tes whose financial capacity 
4s more limited . _ -the large firms which buy 
tobacco at auc=i4n. HCwever, the price buyers will pay 
for these products is reduced by their estimates of 
inventory and shipping costs, so the impact is finally 
passed back to the grower. 

Some shipments have been tried through Dar es Salaam
 
but more transport is offered on the Durban route which
 
offers better security and guarantee of delivery '-tmes.
 
Even air freight has occasionally been resorted to when
 
attractive backhaul rates have been offered.
 

All exporters will use the Nacala rail route to the
 
coast, whenever possible, as being the most economical
 
transport route. Their contingency plans are therefore
 
to use Nacala if possible and road/rail or simply the road
 
route to Durban via Zambia and Zimbabwe, or Zambia and
 
Botswana, in the event of congestion on the Nacala rail
 
route.
 

The packaging of tea and tobacco in containers,
 
rather than break-bulk, has been accelerated by the trans
port problem. Nacala port has relatively good capacity
 
for handling containers but is very limited for break
bulk. Since all of the container boxes are controlled by
 
freight forwarders, the shippers are completely dependent
 
on these agents to organize the most expeditious transport
 
at the lowest cost. Sometimes these agents have been
 
able to negotiate backhauls to Durban at rates competitive

with rail.
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2. Exporters of low value produce
 

Exporters of sugar and maize, worth K.150 and K.275/
 
tonne respectively, are most seriously affected by the
 
Beira rail line closures. The value of the product will
 
not stand the cost of long distance road transportation,
 
therefore options are very limited. In the main producers
 
hope to use the Nacala line, and have to stockpile their
 
produce during times when the line is congested. When
 
covered warehousing capacity is exhausted, produce has to
 
be stockpiled under tarpauling.
 

Maize is available for large quantity exports this
 
year, and has been sold largely to regional markets and
 
therefore has to move mainly out of Malawi by road. High
 
transport costs tend to constrain access to other export
 
markets.
 

. , in the case of sugar the world m.ar*-e . price _-ar-e 
dictates the transport options. The possibility of water 
borne navigation on the Shire and Zambezi rivers, which 
operated at the turn of the century, is out of the 
cuestion because of route insecurity. f security were. 
restored, the Beira rail route would .resumablv be avail
able again, and this would be used.
 

Small tonnages of sugar are being exported by rail. 
these have to compete for limited break-bulk capacity
 
with maize sold to Mozambique. Some sugar tonnage is
 
moving at low rates as backhauls to other higher value
 
imports, but opportunities are increasingly limited.
 
With large quantities of sugar and maize competing for
 
out-bound trucking capacity, the traditional imbalance of
 
tonnage in favour of imports is being reversed. There
fore it is possible that it will take a long time to
 
move all of the available sugar and maize out of the
 
country. Maize is likely to receive priority both
 
because it has been sold to regional markets, and since
 
it can carry-a-higher--transpc.t cost by virtue of having
 
a lower production cost.
 

3. Importers of essential supplies
 

Importers of essential supplies, which include liquid
 
fuels and fertilizers, have a number of options open to 
them regarding routing. Although it may be more expensive, 
there will always ' an alternative mode of transport and 
the additional cost can be passed on to the buyer. While 
there is obviously an economic limit as to how much 
consumers will pay, it has been demonstrated that in the 
case of fuel, the consumer in the short-term will pay the 
additional cost whilst in the long-term the industrial 
user will look for alternative types of fuel. For
 
example, twenty years ago, a large number of tea estates
 
used oil firing which has now been.superseded by firewood,
 
which is grown on estates themselves on an eight year
 
cycle.
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In the case of fertilizer, estates have not reduced
 
their facilities purchases in the face of induced higher

transport costs. However, as discussed earlier, Optichem

would cease to produce fertilizer if raw materials had to
 
be delivered at road transport costs.
 

Smallholder use of fertilizer for the 1982/83 season
 
was restricted by availability of about 70,000 tonnes whereas
 
the targeted need was estimated at about 120,000 tonnes.
 
Nevertheles-s, production of maize and tobacco is at record
 
levels this year. This is a result of putting into pro
duction more hectarage in anticipation of higher prices.

Thus, there will again be a shortfall between estimated
 
demand and supply for fertilizer as discussed in
 
Section I, D.1.
 

The demand for fertilizer is a function of the price

of fertilizer to the smallholder (presently subsidised by

ADMARC) and the price paid to the smallholder for his out
pu:. A World Bank Mission constructed a simple model to
 
simulate these relationships with respect to maize as
 
follows:
 

-) 	Assume present fertilizer price and present maize
 
prices (base case). For the base case, total ferti
lizer demand is 92,000 tonnes, (fertilizer demand for
 
maize is 57,860 tonnes) and production is 1.24 million
 
tonnes. For the alternative scenarios, if maize
 
prices were not increased, total fertilizer demand
 
would drop to 66,000 tonnes and fertilizer demand for
 
maize would decline to 42,850 tonnes and production

would drop to 0.8 million tonnes. With a 10% increase
 
in maize prices, fertilizer demand and production

would be similar to the base case. Farm profits are
 
maximized in the base case while Government revenues
 
are greatest when fertilizer prices are increased
 
without an increase in maize prices.
 

2) Assume a 45% increase in fertilizer price, which would
 
inate-host-alIthe subsidy on fertilizer imported


through Durban, with a 10% increase in maize prices or
 
with present maize prices. 1/
 

An increase greater than 10% in the price paid for maize
 
or K. 11 per 90 kg bag is not considered. The current
 
selling price of maize FOB Malawi is about K. 13 per 90 kg

bag. ADMARC handling and transportation costs are estimated
 
at K. 34/tonne or about K. 3,per 90 kg bag. Therefore ADMARC
 
would appear to break even at a price of K. 10 per 90 kg bag.
 

1/ 	For a detailed description of the model and other
 
policy simulations considered see "Fertilizer Policy

Analysis", prepared by an IBRD Mission for the
 
Government of Malawi, June, 1983.
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Prices of other essential imports from non-regional
 
sources are impacted by higher inland transport costs
 
which thus increases the cost of industrial production
 
and the cost of living. Presently there are no evident
 
shortages of consumer production and industrial inpu,s
nor business failures which can be directly attributed to
 
the transport problem.
 

4. Summary
 

It is clear that the transportation bottlenecks and 
attendant transport costs are serious and impact on 
different industries to varying degrees. Certainly it 
will create a further deterioration in the terms of trade 
by increasing the cost of imports and decreasing the 
value of exports. Net freig-n exchance earnings potential 
is diminished to the extent that additional foreign 
exchange is required for transport, earnings are foregone 
for production which can not be moved, and agricultural
productivi ty s iinished e -he lack -f adequate 
fertilizers. The cost of _.iving w:._1 rise as the costs 
of domestic pro. ction and direct imoorts rise as a con
sequence of additional transoort costs. 

The Malawi Government and the private sector, however,
 
have taken many initiatives to cope with the problem and
 
to alleviate the hardships which might otherwise have
 
occurred. Those actions directly related to transport
 
have been described earlier in this report. Otherwise
 
the economy could have been crippled by the crisis.
 

In a subsequent section several innovations are
 
described for alleviating the transport problem which will
 
have considerable potential for reducing the foreign
 
exchange costs of external transport as long as rail
 
tran -nort capacity is restricted.
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D. Comparative costs of alternative routings
 

1. Typical rail charges
 

In general a large proportion of railway costs are
 
fixed.overhead costs. The tariff structure for the trans
port of goods has been so designed that the marginal
 
transport costs are covered for each commodity. The
 
recovery of overhead costs is then split between
 
commodities so as to reflect what each commodity can
 
bear. In some cases Government may vary the tariffs in
 
order to encourage certain sectors by keeping costs down,
 
but the above approach broadly reflects the strategy for
 
setting tariffs in Malawi.
 

As an example, the following Table 3.5 shows typical
 
tariffs of Malawi Railways as of January 1983 for
 
different commodities. Manufactured goods accordinclv
 
have higher tariffs per tonne/kilometre.
 

With resoect to international operations Malawi Rail
ways (M.R.) works generally in close cooperation with
 
C.F.M. (Mozambiaue rail). Tariffs were last raised in
 
January, 1983. Tariff classifications are uniform,
 
although there are small differences in the rates. Most
 
freight is billed on one invoice to the customer for
 
inter-systems movement with each system prorating the
 
relative costs.
 

A study of Malawi Railways has been undertaken by
 
Coopers and Lybrand (Final Report, October, 1982). In
 
this, efforts have been made to separate costs by terminal
 
and movements, into fixed and variable costs. This will
 
clarify actual overhead costs, and will in turn have
 
implications for the determination of tariff levels.
 

2. Typical road haulage charges
 

International road haulage to and from Malawi is
 
competitive but is dominated by some large road haulers
 
in neighbouring countries. As indicated earlier, Malawi
 
transporters do not have a large share of this market.
 
In some cases quasi-monopolists tend to set highly
 
profitable rates, whilst in other cases many small firms
 
with available capacity tend to bid down rates below full
 
costs in order to obtain a small share of the market.
 
Rates are also considerably complicated by the different
 
pricing for front and back-hauls. For a foreign road
 
hauler a journey to Malawi represents a front haul, which
 
traditionally sets the price whilst for a Malawian based
 
operator, this represents a back haul. This has resulted
 
in lower haulage rates out to South Africa than Malawi
 
operators would quote, since South Africans would price
 
for the inward journey and offer low back haul rates for
 
trucks which might otherwise return empty. This is a key
 
factor affecting the viability and competitiveness of
 
Malawi operators.
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Table 3.5 Rail tariffs (effective January 1983)
 

Commodity Commodity -Example of Effective ratt
 
Class Example Tarrifs for per tonne-km
 

Moving one tonne (tambala) in
 
f-rnLilongwe. Malawi
 
Border to Border to
 
Lilongwe Nacala
 

MR CFM
 
1 Electrical goods 58.20 87.80 15
 

2Cotton oods 58.20 77.00 15
 

3 Tyres 51.90 71.30 13.3
 

4 ir:n 51.90 13.3
Steel Prod. 65.50 


5 Cables 44.70 62.20 11.5
 

6 Lubricating oil 44.70 59.70 11.5
 

7 Tractors 37.60 56.10 9.7
 

8 Beer,tea,tobacco 37.60 53.50 9.7
 

9 Flour 31.20 43.00 8.0
 

10 Bitumen 31.23 36.20 8.0
 

11 Coffee 22.63 27.88 5.8
 

12 Sugar 22.63 23.42 5.8
 

13 Fertilizer 15.67 19.45 4.0
 

14 Coal 15.67 16.15 4.0
 

Petrol 37.49 48.54
 

Container Min. 20t per
 

km per wago
 

Motor vehicle Min.45t per
 

< 1800 kg km per veh.
 

> 3600 kg 120t oer km
 
Border to Nacala : 615 km. per veh.
* Lilongwe to border: 389 km. 

Source Malawi Railways: Limbe
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With this in mind it is interesting to compare typical
 
haulage rates as quoted recently for different
 
commodities. (See Table 3.6)
 

Table 3.6 Examples of negotiated front and back haul 
rates to/from Lilongwe via Lusaka (1983) -

Malawi Kwacha/tonne (rounded) 

EXPORTS IMPORTS 

Bagged 
Maize 

Bagged 
Sugar 

Contain-
erized 
Tea 

Contain-
erized 
Tobacco 

Bagged 
Ferti-
lizer 

Fuel 
Contain
erized 
Manufac
tured 

___goods 

Road to Lusaka 70 60 60 90 

Road to Harare 
;(via Lusaka) 

95 110 1!0 

!Road to Dar 
,Es Salaam 
(via Lusak.a.) 

330 345 90(B) 

Road/rail to 
Dar Es Salaam 
(via Lusaka) 

215 325 

iRoad/rail to 
Durban 
(via Lusaka & 
Harare) 

300 300 160 

Road/rail to 
Durban 
(via Lusaka and 
Gabarone) 

265 060) B 315 180 270 

Road to Durban 200 400 245 265 

Note: For coal see III, A,-6 and 7.
 

* B backhaul 

It is not easy to generalize a typical road tariff
 
structure due to the different value and bulk of commodi
ties, different handling required and inter-modal transfers
 
on some of the routes. Possibly actual road haulage rates
 
can be best compared on the Lilongwe-Lusaka road link.
 

In terms of fuel it is interesting to compare road
 
transport costs of petrol from Ndola to Lilongwe and
 
diesel (delivered from South Africa) from Lusaka to
 
Lilongwe. Presently rates for petrol are averaging 14
 
tambala per tonne kilometre (or approximately K.105 per tonne)
 
and 12.5 tambala per tonne kilometre for diesel (or
 
approximately K.95/tonne). (See Table 3.7)
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Generally rates are quoted in terms of Malawian
 
Kwacha per tonne for a particular route. Whilst trans
porters know their operating costs per tonne kilometre,
 
road haulage rates are quoted per truck or per load for a
 
particular movement. Hence it is usually difficult to
 
compare movement costs per tonne kilometre for different
 
commodities.
 

Table 3.7 Fuel Transport Financial Costs 1983 from
 
Zambia to Malawi 1/ 

Petrol Diesel
 
(tambala per (tambala Der
 

A. 	 Existing Road Rates tonne kilometre) kilometre) 

Zambian (BP) Contractors 14.4 12.2
 
Zimbabwian (MFC) Contractors 14.3 - 13.5 12.1 - 11.4
 
Malawian (PVHO) Contractors 13.0 13.0
 

B. 	Anticipated Road Rates 2/
 

Zambian Contractors 13.6 11.7
 
Zimbabwian Contractors 12.7 15
 
Malawian Conzraczor 3/
 

•C. Rail Tariffs (for comparison)
 

Movement costs 	 6.0 6.0
 
Terminal costs 4/ 	 0.4 0.4 

For domestic transport, the Government sets minimum
 
and maximum haulage rates which are presently in the
 
range of 10.5 - 27.2 tambala per tonne kilometre. On the
 
Blantyre to Lilongwe route this would correspond to
 
K.51 - 132 per tonne. ADMARC also levies standard rates
 
for road haulage, primarily for small trucks, which are
 
15 tambala per tonne km. on bitumen roads and 19..6 tambalp
 
-per tonne-km; on non-bitumen roads.
 

1/ 	Source MOTC Paper on Petroleum movement costs (draft)
 

2/ 	Assuming improvements in handling, management etc. at
 
Ndola and Lusaka.
 

3/ 	Not calculated but probably similar to Zambian
 
contractor costs.
 

4/ 	Total cost per km divided by average loaded wagon
 
distance of 1,000 kms (Nacala/Blantyre approximately
 
800 kms, Nacala/Lilongwe approximately 1,200 kms).
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[PORT 


EIRA 


DAR 


ISALAAM 

* 


Table 3.8 Priority Routings
 
according to least cost transport corridor
 

CORRIDOR 	 IMPORTS EXPORTS
 

w a 0 0 

n 0 

N! r~0 

0
 

1. 	Rail from Beira 11 1 1111 

2. 	 Rai r Nacaa 1 1 1 1 1 1 

I;C?. dr 	 via
z: _=a -uran 

Harare and Tete ,Rail: 2 2 3 3Durban- iarare; 

Road: Harare-Teze-Mwaiza)
 

4a. Rail/road fror: Durban via
 
Harare and Lusaka 4
 
(Rail: Durban-Harare,
 
Road: Harare-L.saka-Mchinji)
 

4b. 	Rail/road from Durban via
 
Messina and Harare and Lusaka- 4 2 2 

*(Rail: Durban-Messina
 
Road: Messina-Harare-Lusaka-

Mchinji)
 

5. 	Road/rail from Durban via
 
Gabarone and Lusaka
 
(Rail: Durban-Gabarone-

Lusaka; Road: Lusaka-Mchinji)
 

6. 	Rail/road from Dar-es-Salaam
 
via Lusaka 4 4
 
(Rail: Dar-es-Salaam-Lusaka,
 
Road: Lusaka-Mchinji)
 

7. 	Road from Dar-es-Salaam via
 
Lusaka
 

8. 	Road/lake from Dar-es-Salaam
 
via Mbeya; (Road: Dar-es-Salaam 3 3 4
 
Mbeya
 

9. 	Rail/road/lake from 
 3 3 2 4 4 2 2

Dar-es-Salaam via Mbeya
 

Source: UNDP/UNCTAD
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In order to minimize total inland transport costs,
 
preferred routings are listed by priority for different
 
commodities in the following Table 3.8. This shows in
 
summary the preferred routing by priority (1-4) for the
 
nine routes considered for different import / export
 
commodities.
 

3. Total costs of alternatire routings
 

In Section I.D the principal transport links and faci
lities have been described. In terms of international
 
transport, the routes shown in Table 3.9 exist for the
 
movement of commodities in and out of the Republic of
 
Malawi. The shortest distances to a port are the two
 
rail links through Mozambique and the longest are the
 
two road/rail routes through Botswana. For each of the
 
routes listed a detailed analvis of the costs of novinq
 
different commodities has been undertaken within the
 
UNDP/UNCTAD Transit Transport Project for the Southern
 

=
Africa Sub-Recicn. The orinc a-_ costs and their i..=.i
cations are d5scussed below.
 

The cost of transport of four representative h
 
and low value commodities was studied via each route 
bagged fertilizer and containerized general cargo imports,
 
and bagged sugar and containerized tobacco exports.
 

Firstly inland transport costs were calculated which
 
included the cost of road or rail transport, the cost of
 
handling at terminals or modal transhipment points, port
 
charges at the port and modal change points.
 

Secondly total transport costs were calculated
 
which included inland transport costs plus the cost of
 
shipping, insurance and inventory costs associated with
 
time spent by goods in transit.
 

The following Tables 3.10 and 3.11 summarize the
 
results of this analysis.
 



95 

Table 3.9 International Transit Routes
 

Int.
 
Transit
 

Mode Distance
 
km.
 

1. Villa de Fronteira-Beira Rail 439
 

2. Entre-Lagos-Nacala Rail 
 615
 

3. Zobue-Tete-Harare-Messina-Durban Road/rail 2568
 
4a. Mchinji-Lusaka-Harare-Messina-Durban Road/rail 3121
 

4b. " Road/rail 3665
 
5. Mchinji-Lusaka-Livingstone-Gabarone Road/rail 3437
 

6a. Mchinji-Lusaka-Dar es Salaam Road/rail 2731
 

Road 2661
 
;a. River Songwe-Mbey:-Dar es Salaam Road/rail 955
 

Road 993
 

See Table 1.10 for details.
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Table 3. 10 Inland Transport Costs (K. per tonne) - December, 1982 

Corridor 

Import 

Bagged 
Fertilizer 
to Limbe 
39t per wagon 
28t per truck 

Import 

Gen. Cargo 
(motor car 
spares) con-
tainerized 
to Limbe 
12t per T.E.U. 

Export 

Bagged 
Sugar 
from 
Bangula 
38t per wagon 
28t per truck 

Export 

Tobacco 
Containe 
zed from 
Lilongwe 
9t per 'r 

:1. Rail from Beira 37.6 162.0 35.6 130.3 

2. Rail from Nacala 3.7.6 162.0 46.9 130.3 

. .. ail/Roa. . r .. Lba.. i 
Tete and Harare (Rail: 

Durban -Ha rare; 
Road: -rare =.-,,han-. . .3 .S." 201.0 301.8 

!a.Rail/rca': -.rom Durban .-:a 

Harare S --aka 
(Rail: Durban-Harare, 
Road: Harare-Lusaka-.Ikchinji) 194.3 423.5 267.7 314.7 

!4b. Rail/road from Durban via 
* Harare and Messina 

(Rail: Dirban-Messina 
Road: Messina-Harare
Lusaka-chinji) 184.6 385.6 251.3 291.1 

15. Road/rail from Durban via 
Gabarone & Lusaka 
(Rail: Durban-Gabarone-
Lusaka- Road: Lusaka-Mchinji) 209.4 328.1 271,9 329.7 

6a. Rail/roa from Dar-es-Salaam 
via Lusaka 
(Rail: Dar es Salaam-Lusaka, 
Road: Lusaka-Mchinji) 199.2 345.2 216.5 323.6 

6b. Road from Dar es Salaam via 
Lusaka 319.4 379.6 333.0 345.7 

7a. Road/Lake from Dar es Salaam 
via Mbeya;(Road:Dar es Salaam 
Mbeya-Chilunba) 191.6 345,0 207.2 384.7 

7b. Rail/road/lake from Dar-es-
Salaam via Mbeya 136.8 296.7 148,6 305.9 

Source: UNDP/UNCrAD 
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a. Inland Transport Costs
 

The two rail routes to the Mozambiquan ports are
 
clearly the least cost for all commodities due to their
 
short distance and low rates. Excluding these, the next
 
lowest cost routes are:
 

--	 by road to Harare via Tete and by rail to the port 
of Durban for incoming fertilizer (approximately 
2,600 kms from Blantyre) 

--	 by Lake Malawi to Chilumba, by road to Mbeya and by 
rail to Dar es Salaam for outgoing sugar and 
incoming containerized general cargo (if this route 
was functional) (approximately 1,500 kms from 
Chipoka). 

--	 by road through Lusaka to Harare and Messina, and by
rail from Messina to Durban for outgoing containe
rized tobacco (aproximately 3,500 kns from 
Lilongwe). 

For all of the above calculations i: has been assumed
 
that road haulage rates are similar in bo.h directions,
 
which unless traffic is directionally balanced, is unusual,
 
with backhaul rates usually being lower than front haul
 
rates.
 

Generally the costs correlate with the distance and
 
complexity of the routes used. If the Tanzanian road link
 
was constructed, a road/lake/road or a rail/lake/road/rail

link would be attractive for low value commodities such as
 
sugar and fertilizer, and even for containerized general
 
cargo and fuels, with rail between Mbeya/Dar es Salaam
 
offering the lowest costs. Ro-Ro facilities have been
 
assumed for this routing. Without this new corridor, and
 
if the Tete route is disturbed by insurgancy, ;the road/rail
 
link via Lusaka and transiting Zimbabwe tr.South Africa
 
offei the next least cost alternative. However it is
 
interesting that for a high value commodity (containerized
 
tobacco) the least cost routing (after Mozambique) is by

road to Lusaka, by road through Zimbabwe and then by rail
 
to Durban.
 

It should be stressed that all of these costs include
 
both movement charges by road and/or rail and also port

handling charges, clearing and forwarding agents charges,

modal transfer charges, etc. Generally these constitute
 
about 10-15% of total inland transport costs for break
 
bulk commodities and about 20-25% for containers.
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.Decamber,~ ~. , ,, Table 3. MiIAL TRANSpoRT COST, DISTANMS ANDTRANITTIMES CL. per tonne 1982)
*1 

~44' 	 (including Shipping costs)= 

Import Import 	 Export Export 
Bagged Gen. Cargo 	 Bagged Tobacco 

Sugar ContaineriFertilizer (motor car 
to Limbe. spares) con- from zed from 
39t per wngon talnerized Bangula iLlongwe 
28t per truck to Limb. 38t per waon Pt per 

12t per TEl 28t 2er truck Tl 

501.0 1,019.0
640.0
1. Rail from Beira 	 Dist. 640.0 

Co.t 3/ 76.0 600.9 -4., 403 

Days 27.0 2(%0 '1.0 29.0 

91,1.9 1,002.0
 .. 	Rail . ';a:ala i-t. 815.0 813.0 
t 76.1 v.00. ! R:,.8 406.9 

:'0 S.O 2 4.0 Da'' 2".0 


3. 	R il rr1d "rc,Lmrh 
via:..... .2nrC :.7. -.n 3,T- 0o 

30.0
%1" 9.0 n-

& 	 3,261.0
:'' ,r.s3.,-.:. ' . 3.il9.ft." 3.,. A 

"ii ;a"r.-e ", L'4'.2 

'P3; v-t, i-A...-3,467.0 3,457.11 ,,33.0 3,119.0t 
5.1 .7. 298.2 581.6a: ..ssina4'3re 

27.0 26.0Laka Mcin i) Pays 27.0 27.0 

- . aillad frm Darlan vi 3,458.0

Cabarone 6 Lusaka (R3il: t)ist. 3,806.0 3.806.n 3,902.0 


321.2 635.1 :
Cost 252.4 780.4
Durban-Gabarone-.Umaka 
 36.0 35.0
Road: Lusaka-'.hinji) Days 36.0 36.0 


6a. Rail/road from Dar es
 
2,752.0
Salaam viaLusaka (Rail: Dist. 3,100.0 3,100.0 3,196.0 

712.8
Cost 251.4 868.3 277.6
Dar es Salaam-Lusaka; 

49.0 49.0
Road: LusakaMchinj i) Days 49.0 	 48.0 

6b. Road from Dar es Salaam Dist. 3,030.0 3,030.0 3,126.0 2,682.0
 

via Lusaka (Road: Dar- Cost 369.3 842.7 
 391.5 672.1
 
24.0 24.0

Lusaka-lchinji) Days 24.0 24.0 


1.789.0 1,885.O 1,625.0
2a. RoadlLak l ar.au a. 

Salaam via Mbeya (Road 23.5
Cost. 234.6 784.7 256.5 700.6 

Ddr.--eya-Chilumba) Days 24.0 24.0 24.0 

1,667.0
7b. Rail/Road/Lake from Dar-	 Dist. 1,770.0 1,770.0 1,899.0 

196.0 624.3
Es-Sala. via MIbeya (Rail; Cost 178.5 740.1 

27.0Dar-.beya,Rod:Mbeya-Chil.) Days 27.5 27.5 28.0 

Source: UN/UNcTAD
 

1/ 	Transit times include overland travel time and time spent at the port
 
but excludes sea voyage time.
 

2/ 	To and from North European ports. 
' 

3/ 	 Assumes transit times improve. r' . 

Sov ...
 

http:3,457.11
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b. Total Transport Costs
 

As indicated, the total transport costs include the
 
actual costs of shipping, insurance and inventory costs.
 
Inventory costs are based on the inland transit time of .
 
the cargo from the ships side. Ships' journey time is not
 
included. Whilst shipping costs do not alter the differ
entials significantly inventory costs do, since for a high
 
value product, long transit times can be costly.
 

The same least cost routes again result when total
 
transport costs are considered, with the proposed routes to
 
be developed using the lake via Tanzania remaining
 
attractive. Whilst this introduces additional modal
 
transfers, it is suited to low value commodities which can
not bear the additional higher transport costs on other
 
routes.
 

The total distances and transit times incurred are
 
also shown for comparison.
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IV. OPTIONS FOR USAID ASSISTANC
 

A. 	Introduction
 

In this section four options for USAID assistance are
 
examined.
 

1) 	Commodity assistance to help develop a Malawian
 
international road haulage industry.
 

2) 	Technical assistance to Government and private
 
enterprise to improve skills in international
 
road transport management.
 

3) 	Development of a new North/South transport
 
system linking Malawi with Dar-es-Salaam.
 

4) 	Rehabilitation of the Zambian section of the
 
ro:: -inking Lusaka with Malawi at Mchinji.
 

In consi.derin these options, it should be emphasised 
-- :h ---- ansport crisis 'as been generated by
 

condiziclns inMozarmbiaue which are beyond Malawi's control,
 
both'-_
wizh respect to the insurgency problem and the infra
structure and management problems of the Mozambique rail
wav. While one can anticipate some significant improve
ments on the Nacala line by 1987, as a consequence of
 
SATCC sponsored and donor commitments thereto it is
 
impossible to predict how soon security may improve on the
 
Beira line or if and when physical and management improve
ments can be made on this route.
 

We have excluded, as options, any USAID assistance to
 
Mozambique. If and when security and political relation
ships permit, options for USAID assistance in coordination
 
with the donor community should be examined as high
 
priority since routes through Mozambique, operating
 
efficiently, provide- the-best system for all of Malawi's
 
non-regional external trade.
 

Meanwhile donor assistance should seek to offer
 
options which will as quickly as possible meet Malawi's
 
requirements over the next five years without investing a
 
large amount of resources in systems or facilities which
 
may become redundant when and if the Mozambique problems
 
are overcome.
 

Options 1 and 2 above are very attractive because
 
they can be implemented fairly quickly and therefore pro
vide relief over the next 5 years. Moreover a well managed

Malawi trucking capacity has the flexibility of being uti
lized on any of several routings as conditions and commodity
 
flows change. The investment in vehicles furthermore is
 
amortized within 5 years.
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Option 3 is more long-term. The new routing would 
take at least until 1987 to be put into place and would 
require large amounts of capital investment which could be 
underutilized if conditions on traditional Mozambique 
routings permit most extra-regional external trade to 
return thereto. This new system, however, would provide 
a measure of insurance against continued problems in 
Mozambique. It would also reduce Malawi's heavy depen
dence on R.S.A. as both a supplier of imports and as a
 
principal transit country for external trade. It would
 
also improve Malawi's potential for export of maize to
 
Tanzania.
 

Option 4 deserves serious consideration, because 
the rate of road deterioration poses a serious risk with 

continued heavy use cf this key route fcr .!alawi's 
external trade. The deterioration moreover has been 
generated by recent heavy traffic utilization for 

= Mala :i 's needs. l:e rehabclitatiDn -_rocra.- ay -_ake 
several years to complete, most urgent repairs shold 
be undertaken as auicklv as nossible. i.estments 

= -= = , - c ,.-" - -d , - ='---- - . .' f r--. - - -

expor ts.. 
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B. Strengthening of the Malawi International Road
 

Haulage Industry
 

The present condition of Malawi's road haulage
 
industry, its deficiencies and caUsality, and the
 
services provided by foreign transporters have been dis
cussed in Section III, B. Government policy and actions
 
with respect to improving the management and capacity
 
of road transport have been discussed in Section II;
 
this section addresses the Government's intent to
 
encourage the establishment of new enterprises speci
fically designed to create a well-managed, commercially
 
competitive, Malawian based capacity for international
 
trucking. The creation of such enterprises should meet
 
the objectives listed in Section II, B.4 and conserve
 
foreign exchange, as explained later in Section V, A.
 

Inspite of there being about eleven Malawian 
operators owning about 60 vehicles which are sometimes 
used for international trips, fet, are engaged in inter
national haulage full-time nor do their vehicles conform 
to specifications considered necessarv ::c meet foreign 
permit requirements and to perform efficien-i'. and 
competitively on long international routes. %lany of these 
vehicles are unreliable because they are poorly maintained. 

I. Sizing of fleet
 

The actual number of tractors, trailers and other
 
equipment which should be included in a Malawian fleet
 
will require further detailed study. Parameters which
 
will determine the fleet sizing and specifications
 
include:
 

a) Quantities and types of cargo requiring road trans

port
 

b) Routes to be serviced
 

c) Percentage of traffic on these routes to be
 
handled by Malawian trucks
 

d) Targeted utilization (i.e. number of kms. per
 
year per unit)
 

e) Operating plan for utilization of trailers, which
 
may involve purchasing upto three trailers for
 
each tractor unit
 

f) Number of existing units which are suitable and
 
available for international use
 

g) Number of new trucking organizations created
 
and their management capabilities.
 

By way of example, one can make a gross estimate of
 
total requirements. There is likely to be at least
 
400,000 tonnes and more likely 500,.000 tonnes of Malawi 
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generated international trade to be transported annually
 
by road up to 1987. If one-third of this is targeted for
 
Malawi transporters (150,000 tonnes), if average haul
 
distance is 1,200 kms, and trucks make eight round trips
 
per month (115,000 kms/yr) with an average payload of
 
25 tonnes, a total of 120 tractor units would be required
 
and an equal or probably greater number of trailers. 1/
 
It should be assumed, however, that much of this fleet
 
would be purchased independently of donor financing ard
 
that such a target would be attained gradually over
 
several years.
 

2. Pro-forma Cash flow and Profitability
 

This sub-section is devoted to demonstrating the
 
various conditions under which units in such a fleet
 
might be operated and the operating costs and cash flows
 
implied. This demonstrates the potential commercial
 

a) Turn-arcund
 

F ...... -e " c ,a single tractor uni: is 
oass*uMec =C Ze czea. hez'een :l-ongwe and Lusaka. The 

fdew an_=avss, ,n cases 1 and 2, shows the 
Ciference bezween operating eich and four round-trips 
per month given existing costs facing the small operator. 
Eight trips should not be difficult to achieve if 
containers are carried in both directions as loading/ 
unloading operations should be rapid. Given present 
loading/unloading experience with break-bulk only four 
round trips are assumed. However, if the tractor is un
coupled from the trailer at the point of delivery and a 
loaded trailer is avaialbe for prompt pick-up, product
ivity should be as high as for containers. This would 
require ownership of three trailers for each tractor. 
This option is presented in Case 3. 

b) Loading
 

In Case 1, the most profitable scenario, both single
 
and two directional loads are analysed though the former
 
is dismissed. In other cases only two directional loads
 
are considered.
 

Case 4 is a variation of Case 3. Here it is assumed
 
that a new trucking organization exists to help finance
 
the one tractor, three trailer package on 48 month terms
 
and that through this organization insurance is obtained
 
more cheaply.
 

1/ 150,000 tonnes 9 50 trips/yr = 120 units 
25 tonne/trip 
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c) Rates 

The rates assumed are the most common quoted per trip
 
where backhauls are guaranteed. This amounts to about
 
K.3,000 per round trip of approximately 1,500 kms or
 
K.2.00/km.
 

d) Hire purchase of rig
 

Cases 1-3 are based on the current selling price ex-

Maltraco of a Mack 686 with semi-trailer which ir as
 
follows:
 

Mack 686 Horse K.126,000
 
Trailer K. 40,000
 

K.166,000
 

Payment Terms
 

15% Deposit on Horse K. 159.0
 

Trailer K. 40,C O 

This is to be repaid monthly inclusive of prevailing 14%
 
p.a. interest on the initial balance, as follows: 

period Monthly Total Total 

Tractor (horse) 

Trailer 

18 Mths 

12 Mths 

K.7,200 

K.3,800 

Y1 

K. 86,400 

K. 45,600 

Y2 

K.43,200 

-

Total Instalments 

Plus Deposit 

Total Annual Paym-tt --

K.132,000 

K. 18,900 

K.150,900 

K.43,200 

K.

K.43,200 

Case 4 similarly assumes a 15% deposit on the tractor,
 
none on the trailers and 18 months financing at 14% p.a.

Interest rates are the same, on the assumption that even
 
new financing schemes will charge commercial rates.
 
Vehicle costs are assumed equal in all cases, i.e. duties
 
and taxes would be included.
 

e) Running costs
 

FUEL - On advice from an operator on this route, fuel 
consumption is 390 litres for travel Lilongwe/Lusaka.

Half of the fuel is considered as purchased in Malawi at
 
K.0.92/litre and half in Zambia at K.0.67/litre. These
 
costs have been averaged to K 0.78/litre. Account is
 
taken of non-earning kilometrage on a ratio of
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approximately 5% of total kilometres.
 

PREVENTIVE MAINTENANCE - This is allowed at Maltraco's
 
current rates.
 

REPAIRS - AMI's repairs experience has been used as a
 
guide, with the truck covering approximately 130,000
 
kilometres per annum. A major engine overhaul has been
 
allowed in the fourth year.
 

TYRES - One complete tyre change every 35-40,000 kms has
 
been allowed on the advice of an operator on the route.
 
This excessive allowance comes from the condition of
 
the roAd, which is causing major tyre failures. New
 
tyre prices are incorporated, and the benefits to be
 
derived from retreading are ignored.
 

INSURANCE - Insurance costs in Cases 1-3 are at ore
-rates,
K.30,000/yr for the small operator.
 

A large operator has been quoted K.17,000/yr. In
 
Case 4 we assume K.20,000/yr, making some allowance
 

Sadi- though only one of
cin:nal trailers even 

_ the road at one time.
 

:N ATI[ - Bcth costs and income have been comouted at 
current rates.
 

2. Analvsis of Cases
 

Case 1: The operator has a small negative cash flow in
 
year 1. Cash flow is strongly positive in year 2 when
 
the operator begins to show a return on overhead and
 
profit. Over five years the operation is highly pro
fitable. The operator should be able to add another unit
 
to his fleet by year 3. Single direction hauling is very
 
unprofitable and should be avoided on most trips.
 

The-oper-ator has-a-large negative cash flow in
 
year 1 and over the five year period operations are not
 
commercially viable even with two way loads.
 

.Case.2: ..-


Case 3: There is a sufficiently large negative cash flow
 
in year 1 to discourage most operators from adopting the
 
option of purchasing three trailers for each tractor.
 
Although cash flow in year 2 is positive, cumulative
 
cash flow is still negative. In years 3-5 the operation
 
makes a substantial contribution to overhead and profit.
 

Case 4: Year 1 cash flow is positive and all years
 
thereafter. Cash flow is more evenly distributed than
 
in other cases. Costs per/'m are equal to Case 1 and
 
lower than in Cases 2 or 3. Over five years, this option
 
makes a large contribution to overhead and profit,
 
although slightly less than Case 1, both in absolute and
 
discounted cash flow values. Case 4 is therefore attrac
tive both in terms of cash flow and returns for transport
 
of breakbulk.
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A Malawian based international trucking operation
 
therefore can be successful and profitable. It must,
 
however, aim at tractor utilization of 130,000 - 150,000
 
kms/year of revenue generating operation. In order to
 
achieve this, standing time for loading and offloading
 
must be minimized. This is no particular problem when
 
carrying containers since terminals are equipped to handle
 
these cargos rapidly. However the required productivity
 
cannot be achieved when carrying break-bulk cargos because
 
of the time required to load and unload at terminals.
 
At Lusaka this often includes awaiting arrival of loaded
 
wagons or empties for loading. These delays are beyond
 
the control cf the truck operator who is not compensated
 
for his standing time. Consequently, the best system
 
would be to operate three trailers for each tractor.
 
Loaded trailers could then be immediately dropped at
 
terminals and new loads c--ected. 3ecause o: the high 
capital cost of this system,financing of equipment must 
be available on longer terms than at present. Longer 
term financing would alsc helt the cash flow of the 
omerazors nan n o a cu- s..in 
essential. insurance is a subsan=tial opera:ing cost 
and measures :z reduce th s should have hich nricriry 
and will significantly improve profitability. 

There are two major conclusions to be drawn with
 
respect to the viability of Malawian international
 
trucking:
 

- There are many features of the cost of owning and
 
operating a long-haul vehicle which place severe
 
limits on entry and profitability.
 

- If these are overcome, and if efficient vehicle 
utilization can be achieved, international 
trucking can be profitable. 



INCOME/EXPENDITURE OF MACK 686 WITH SEMI TRAILER
 

CASE 1 Ioute: Lilongwe/Lusaka
 

Y1 Y2 Y3 Y4 
 Y5 TOTAL
 

8 Trips per month with containers
 

Annual Kilometres-En Route 144,000 

Other 7,000 

Running Costs - Fuel 55,000 55,000 55,000 55,000 55,000 275,000 

PM Contract' 4,500 4,500 4,500 4,500 4,500 22,000 
Repairs 5,000 101000 15,000 30,000 15,000 75,000 
Tyres 55,000 55,000 55,000 55,000 55,000 275,000 
Insurance 30,000 30,000 30,000 30,000 30,000 150,boo 
Wages 3,000 3,00() 3,000 3,000 3,000 15,000 

Lease Purchase Cost 150,900 43,200 - - - 194,100 

Total Expenses 303,400 200,700 162,500 177,500 162,500 1,006,600 
Income - One Way Load 144,000 144,000 144,000 144,000 144,000 720,000 

Two Way Load 288,000 288,000 288,000 288,000 288,000 1,440,000 

Contribution to overhead and 
Profit (Loss) - One Way Load (159,400) (41,000) (18,500) (33,500) (18,500) (270,900) 

- Two Way Load (15,400) 87,600 125,500 110,500 125,500 464,500 
4 

Average Cost K1.33/km 

0 



Y2 


27,5t)U 


4,51;)I 


5, ()()1) 

27,800 


30,000 


3,000 


43,200 


141,000 


144,000 


3,000 


YJ Y4 


4 Trlps per month
 

Y5 TOTAL 

27,500 137,500' 

4,500 22,500 

30,000 65,000 

27,800 139,000 

30,000 150,000 

3,000 15,000 

- 194',100 

132,800 763,100 

144,000 720,000 

11,200 (33,100) 

0 

Annual Kilometres - En Route 


Other 


Running Costs - Fuel 


PM Contract 


Repairs 


Tyres 


Insurance 


Wages 


Lease Purchase Cost 


Total Expenses 


Income
 
- Two way load 


Contribution to overhead and 
Profit !Loss) - Two Way Load 

Average cost = K2.03/km 

CASE 2 Route: Lilongwe/Lusaka
 

Y1 


72,000
 

3,500
 

27,500 


4,500 


5,000 


27,800 


30,000 


3,000 


150,900 


248,700 


144,000 


(104,700) 


27,500 


4,500 


10,()00 


27,800 


30,000 


3,000 


-


112,800 


144,000 


31,200 


27,500 


4,500 


15,000 


27,800 


30,000 


3,000 


-


117,800 


144,000 


26,200 




CASE 3: General Bulk Cargo - loaded both directions; 8 trips/month 

Running Costs 


Hire Purchase Cost 


Total Expenses 


Income 


Contribution to overhead
 
and profit (loss) 


CASE 4: Above with 4 

Period Monthly
 

Horse 48 mths 13480 

Trailers
 
(3) 48 mths K3900 

Total Instalments K7380 

Plus Deposit 

Total Annual Payments 


Running Costs 

Hire Purchase Cost 

Total Expenses 

Income 


Contribution to overhead
 
and profit 


Y1 


152,500 


225,000 


377,500 


288,000 


(89,500) 


years instalment 

41,760 


46,800 

88,560 

18,900 


106,460 


142,500 

106,460 

248,960 

288,000 


39,040 


Y2 


157,500 


65,000 


222,500 


288,000 


65,5(0 


Average cosit 

pa iment!; a.nd 

41,7(,0 


46, 00 

88,50 

88,56() 


147,5)0 

88,560 

256,060 

288,000 


31,9.10 

Ave-aq", 

TOTAL
 

817,500
 

290,000
 

1,107,500
 

1,440,000
 

332,500
 

167,040
 

183,200
 
350,240
 
10,900
 

369,140
 

762,500
 
372,140
 

1,154,640
 
1,440,000
 

285,360
 

o%0 

Y3 

162,500 


-


162,500 


288,000 


125,500 


= Ki .73/ki 

ini;urance 

41,760 


46,800 

88,-J60 


88,560 


152,500 

88,560 


261,060 

288,000 


20,940 


=;i K1 .33/km 

Y4 


177,506 


177,500 


288,000 


110,500 


Y5 


162,500 


162,500 


288,000 


125,500 


at K20,000/year 

41,760 


46,800 

88,560 


88,560 


167,500 

88,560 


256,060 

288,000 


31,940 


-

-
-

-

152,500 

-


152,500 

288,000 


135,500 
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4, 	Cost Constraints
 

a) 
The 	cost of a tractor and trailer is about K.160,000.

Only supplier financing is available on 18 month terms
 
for the tractor and 12 month terms for the trailer.
 
These short repayment periods reportedly reflect the
 
terms on which capital is available to the supplier.

Equipment costs are significantly lower in South Africa
 
and Zimbabwe where terms up to five years are avail
able. Down-payments are 15-30% of vehicle cost. Import

and surtax is about 12.5% which the dealer has to pay
 
upon customs clearance.
 

b) 	No organization offers equipment leases.
 

c) 	Bank financing for working capital requirements is
 
unavailable. Capital is scarce and tranporters are
 
considered poor risks. There is no facility for
 
b.rrwing using transporter contracts as collateral.
 

d) 	insurance rates are very high. Risks are perceived
 
as great and the problems of settli:cg claims for
 
_ Sss occurring outside Malawi are difficult and
 
=:stly. Insurance firms are selective in whom they

will underwrite. Comprehensive insurance for a
 
truck/trailer carries K.30,000 premium. For this
 
value, the operator gets coverage with a 7.5% deduct
ible on each accident. Some discounts are available
 
-or large fleets and a record of no claims.
 

e) 	Payments for services rendered are normally paid in
 
60-90 days but may take 150 days. Payments for
 
services received are collected within 30 days when
 
provided by the shipping agent (such as purchases of
 
fuel in other countries, commissions, etc). Local
 
fuel pruchases are payable before delivery. Diesel
 
costs K. 0.92/litre, of which 46% is tax, substan
tially highar than in Zambia, Zimbabwe or the R.S.A.
 

f) 	Maintenance costs are relatively high because spares

have to be imported and high rates of taxation 
likewise for tyres.
 

Consequently, it is estimated that an operator

wishing to purchase and operate one tractor-trailer unit
 
would need K.70,000 available for the first year alone.
 



C. Provision of Technical Assistance
 

The following proposals for technical assistance and
 
training have been previously proposed:
 

Technical Assistance to the Ministry of Transport and
 
Communications for an expatriate position for short and
 
long term contingency planning, and for transit trans
port monitoring and control.
 

Training of three different kinds:
 

(1) For the Ministry of Transport and Communications:
 

One person from the International Transport Office in
 
transit transport planning and control, and one person from
 
the Road Traffic Commissioner's Office in the issuance
 
and control or route service permits, vehicle and driver
registrations, hea': vehicle driver instruction and
== ' '= - L-ier instructions.n
 
testing, an4 _ .y . .ehi'c-l....... s
 

(2) General instruction and tra-inin of Ma2lawi trans
port 'anazerE _n_ _..e'-a- r-
 -n:
 

-. 	 4 -n_ _e.. a..d super
vision; 

b. 	Preventive maintenance planning, reporting
 
and programming and in failure diagnostics;
 

c. Costing and financial management.
 

(3) Technical training within individual commercial
 
operations concerning:
 

a. Selection and control of operator/drivers;
 

b. Proper operator/driving techniques for large

articulated vehicles;
 

*c. Running operations, maintenance and care;
 
-- orevention of-serious disabilities;
 

d. 	Loading techniques for weight distribution
 
to comply with axle loading limitations;
 

e. 	Coping with non-mechanical institutional
 
difficulties encountered by drivers on
 
international routes.
 

The proposed technical assistance remains valid. The
 
Ministry is charged with providing the Secretariat for the
 
National Transportation Committee with the following:
 

preparing policy recommendations with respect
 
to integration of all modes of transport;
 

representing the Government's interests within
 
MITCO;
 

* promotion of new trucking organizations;
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negotiation of bi-lateral transport agreements
 
with neighbouring countries; and
 

identification of new transport schemes that
 
would help alleviate present constraints.
 

Thus the need is apparent for an experienced multi-modal
 
transport planner to assist the Secretariat in executing

the above tasks over the next five years. The position of
 
a UNDP advisor, who was providing valuable research and
 
analysis in support of the Ministry, has been recently

terminated, for lack of further UNDP financing.
 

With regard to training, the requirements of Item (1)

above are clearly desirable. The MOTC must develop some
one who can replace the expatriate specialist and this will
 
require a combination of formal training complemented by

on-the-job training as the expatriate's counterpart. There
 
is no one in the Road Commissioner's Office with the skills
 
which will be required for control of heavy vehicle
 
movements at the scale which is already occuring and which
 
will continue to grow as an indigenous industry develops.
 

-Overseas training, probably of an on-:he-job charac :er iS 
very necessary.
 

With respect to the training in Items (2) and (3),

requirements cannot be more clearly defined at this point.

The needs and manner of implementation must clearly be
 
related to the characteristics of the new transport
 
companies to be established in consultation with the
 
managers of these enterprises. The Malawi Polytechnic
 
already offers a four year vehicle mechanical training
 
industry. Training on specific vehicle makes can be
 
provided in dealers workshops.
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D. 	 Development of the North/South Corridor from
 

Blantyre to Dar es Salaam
 

As discussed in Section II.B.5 Government is very
 
interested in developing a new inter-modal system to pro
vide access to Dar es Salaam.
 

In order to make this access route to Tanzania viable,
 
the following sub-projects which require funding can be
 
identified:
 

In Malawi:
 

1. Karonga - River Songwe - Ibanda road link. Distance
 
50.3 km (46.3 km in Malawi and 4 km in Tanzania).
 
Estimated cost K. 19.6 million.
 

- :ad I nk.2. Zha-hCya _-we Distance 59 km. 

3. Exnansion of zort and facilities at Chilumba or 

The road lin-ks arm- a _ making the corridor fully 
accessible by road. In addition, if the lake is to be 
used seriously for the :ransport of commodities (e.g. 
fuel, coal and sugar) the port infrastructure at either 
Chilumba or Kapwe will require improvement. Also hand
ling facilities or storage at either of these ports or at 
Chipoka will require development for either fuel or 
Ro-Ro facilities. 

In Tanzania:
 

" 
The Karonga - Ibanda road will be built t- link with
 
the TanZam highway and the Tazara railway. Ti.e Tazara
 
line has been--encounteringfinancial and operational
 
difficulties since its opening in 1975. Presently there
 
are plans, backed by the SADCC transport and communi
cations commission, to undertake a rehabilitation program,
 
which will involve maintenance and improvements of
 
sections of the line and new rolling stock. A project
 
for the development of sidings at Mbeya should be consi
dered for transhipment of fuel to road tankers or for the
 
handling of containers.
 

The World Bank is preparing a project for the rehab
ilitation and strengthening of sections of the TanZam
 
highway and in addition is evaluating a project for the
 
improvement of the port of Dar es Salaam. This will
 
involve the expansion of berths for container ships and
 
container handling facilities, which is valuable for the
 
improvement of this corridor.
 

By the end of 1984, the North-South Corridor study
 
findings, the engineering design studies and cost esti
mates for the Karonga-Ibanda road, and details of the
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IBRD's assistance to Tanzania should be available.
 
Potential donors will then be in a position to select
 
viable project elements for financing as part of a total
 
system.
 

E. Strengthening of the Zambian Road Link from
 

Mchinji to Lusaka
 

Due to the transport difficulties through Mozambique
 
heavy vehicle traffic has dramatically increased and
 
will continue to grow on the Mchinji to Lusaka road as
 
long as movements through Mozambique are constrained.
 
It is envisaged that one half of Malawi's total annual
 
imports and exports (approximately 300-400,000 tonnes)
 
will have to travel on this route.
 

Assuming no overloadina, this implies that appro,:i.
mately 50,000 standard equivalent (8.2 tonne) axles per
 
year will be imposed on this road by Malawi related
 
ra:fic or effective~v .5 nillion axles over ten years.


it has been noted that parts of this road are already in
 
poor condition and parts have failed copletely.
 
Partial reconstruction is therefore required accompanied
 
by a program of preventative maintenance. The section
 
between Lilongwe abd Mchinji in Malawi is in good
 
condition.
 

The Zambian government has apparently allocated
 
ZK 500,000 towards the reconstruction of one section of
 
the road between Nyinda and Petauke. However, the Roads
 
Department lacks funds to properly maintain the road.
 
An evaluation is required to assess the actual condition
 
of the road in*Zambia, incorporating non-destructive load
 
testing of the pavement. This would enable specific
 
sections requiring repair to be identified and a realistic
 
estimate of rehabilitation costs to be-made. Funding an
 
IQC contractor to undertake such a study should be given
 
high priority.
 

The following Table 4.1 gives an order of magnitude
 
estimate of the expected costs for complete rehabilitation.
 
Requirements to keep the road serviceable for say 5 years
 
should be considerably less.
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Table 4.1 Estimate of rehabilitation costs for
 
.Mchinji-Lusaka road
 

Major reconstruction 1/ 65 km 300,000 = $19,500,000 

Major repair of potholes 2/ 65 km 100,000 = $ 6,500,000 

SSBT and minor repair of potholes 3/ 130 km 75,000 = $ 9,750,000 

Major repair of shoulders 4/ 140 km 75,000 = $10,500,000 

Minor repair of shoulders 5/ 300 km 50,000 = 	 $15,000,000 

$61,250,000 

Source: 	 USAID-Lusaka -

Groceman memo 5-11-83.
 

of selective road oegments is therefore
 
important with an associated program of periodic and
 
rou:Ine maintenance. It should be stressed that with
 

-----------es i-creasing, if rehabilitation is delayed 
- n-enance is not undertaken in the interi7, 

-==a'1 : of rehabilitation will increase due to a-

arzer -rocr:.zn of the road requiring reconstruction.
 
rcm siplv --he Malawian perspective the rehabilitation
 

of this road is of significant strategic: regional and
 
na:ional inportance.
 

1/ Includes removal of fill and replacement of fill, sub
base, base, shoulders and SSBT. 

2/ Includes repair of potholes and shoulders and the 
application of SSBT. 

3/ Includes shoulders repair. 

4/ Includes repair of edge of roadway and SSBT on entire 
road and shoulder surface. 

5/ Includes addition of gravel and SSBT on shoulders and 
road. 

http:rocr:.zn
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V. FOREIGN EXCHANGE IMPACTS 

A. Foreign Exchange Savings Potential
 

1. Malawi Owned Trucks
 

There are several means by which the increased uti
lization of Malawi owned and operated trucks on inter
national routes may generate net savings of foreign
 
exchange. Assuming average vehicle operating costs at
 
K. 2.00/km, annual vehicle utilization of 130,000 km/
 
year, and Malawi transporters operatinq at the same costs
 
as foreign firms the following estimates can be made:
 

(a) 	The tax component of costs incurred by foreign
 
vehicles is now being paid by Malawi in foreign
 
exchange. A Malawi transporter would charge most
 
of these costs in local currency (principal excep
tions being taxes on fuel and spares purchased in
 
other countries).
 
Assuming that the tax component of foreln operators
 
is 20% of costs (in Malawi it is about 30%) and that
 
payment of 60% of these taxes could be saved, net
 
savings would be 12% of VOC or K. 0.25/km.
 
Total foreign exchange saved per unit/year = K.32,500.
 

(b) 	A portion of the vehicle operating costs, net of
 
taxes, now being paid in foreign exchange would also
 
become local currency costs. These are principally
 
driver wages, insurance, licenses, maintenance lal-r,
 
a portion of the capital costs of locally built
 
trailers (say 25%), and perhaps half of overheads
 
and profit (allowing for a portion of management
 
wages, profits, and purchase of goods and services
 
still requiring foreign exchange). The estimated
 
savings on these items is K. 0.3/km.
 
Total foreign_exjcha.ge_saved per unit/year K. 39.,000..
 

Therefore about 30% of operating costs, presently
 
paid to foreign transporters in foreign exchange, would
 
become local currency =osts for a Malawian transporter
 
or about K. 70,000/year for each tractor-trailer operated
 
by a Malawi firm replacing a foreign company. For a
 
fleet of 30 trucks total annual foreign exchange savings
 
would therefore be of the order of K. 2.1 million/year.
 

There may additionally be foreign exchange saved by
 
the extra capacity and flexibility which the expanded
 
Malawi fleet provides to the nation's exporters. Any
 
number of scenarios could be assumed with variables
 
including seasonal constraints, for specific products and
 
specific routes. Each case would have to be examined at
 
a micro level to arrive at particular values.
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2. Better organization of transport through MITCO
 

A new company, MITCO, is being established designed
 
to control and manage the inland transport of import and
 
export traffic moving by road, or by road in combination
 
with rail. Its operations should generate foreign
 
exchange savings through rationalization and therefore
 
cost reduction of product flows transported by both
 
foreign and Malawian carriers. This includes (a) better
 
co-ordination of import and export movements to reduce
 
empty running, (b) smoothing out peaks in demand to
 
improve vehicle utilization, (c) providing long-term
 
contracts with front-end payments for haulers to reduce
 
risks, increase vehicle utilization and reduce costs,
 
and (d) providing improved transhipment facilities to
 
irprove vehicle utilization anfi reduce terminal costs.
 

Foreign exchange savings will be generated to the
 
extent that mcre tvnnaze can be =arried at a very small
 
addi: onal marg_4nal cost (principally in fuel consum
ption and tyre wear). in other words the average cost
 
per tcnne/km will be reduced !y =preading existing 

c-_::S a
r :r e of goods moved. 

The poenzia! : rz exzhange may be estimated by:
 

(a) 	calculating the number and average load factor of
 
all trucks entering and leaving Malawi, net of fuel
 
tankers which have no backhaul.
 

(b) 	assuming a reasonable target for improving the
 
average load factor. This can be quite high now
 
that agricultural products for exports, such as
 
maize and sugar, are available in sufficient
 
quantities to provide a return load for all in
bound trucks and that most in-out movements have
 
to use the Lilongwe-Lusaka corridor.
 

(1) 	estimating an average trip length.
 

(d) 	estimated an average tonne/km cost.
 

From recent traffic counts (May-July) at the Mchinji
 
border post average load of trucks, excluding tankers,
 
entering is 26.4 tonnes and ratio of loaded vehicles
 
to total is 0.84. For trucks exiting the average load is
 
26.2 	tonnes and the load factor is 0.88.
 

Assuming that this increase to 0.95, Lilongwe-Lusaka
 
trips (750 kms) are about 35% of total trips, 45% of the
 
road traffic has O/D Lilongwe/Harare (1290 kms), 20% has
 
O/D Lilongwe/Durban (2856 kms), therefore the average
 
length of truck haul is 1413 kms.
 

By increasing the load factor by 10%, one is effec
tively obtaining extra capacity equivalent to 141 kms for
 
each truck trip. The averzge number of trucks (less
 
tankers) now transiting Mchinji is 940/month in both
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directions, which would offer the equivalent of 1.6 million
 
kms of extra truck capacity rer year. At an estimated
 
cost of K. 2/km/truck, which would have otherwise been
 
incurred to transport these goods, one could conclude
 
that the productivity savings potential is equal to
 
K. 3.2 million/year. This should be reduced by say 15%
 
to recognize the additional fuel and tyre consumption and
 
the vehicle operating costs paid in Malawi. Clearly this
 
is a macro-estimate which may be improved by further
 
study.
 

This potential saving of course would increase as
 
tonnage moved by road increases. However, the average
 
length of haul may decrease as MITCO management optimizes
 
routings and will change with major variations in
 
commodities moved.
 

f the 

-. Savinas due to foreian trans=orters ccntr~cts *ein

cartia~l °, oavable in local currency 

cnrac:s 
: has been current practice !: pay rei.n :ruckers 

:u,.: 1 n foreign exchange. Nearea:ns 
underway with certain Zimbabwe truckers to make 15%
value payable in Malawi Kwacha. This would be intended 

to cover fuel maintenance, and some driver allowances
 
costs in Malawi. To the extent that fuel and spare parts
 
are more expensive in Malawi, this may have the effect of
 
increasing total financial costs slightly. Moreover fuel
 
and spare parts net of Malawi taxes are foreign exchange
 
costs to Malawi, even though paid in Kwacha. Therefore
 
the net foreign exchange savings for Malawi would be
 
derived largely from payment of taxes on some petrol and
 
spares in Malawi, as opposed to payment of such taxes to
 
foreign transporters in foreign exchange. The net foreign
 
exchange benefits of 15% payment of transport charges in
 
Kwacha is likely to be in the order of 5% of total costs
 
or K. 0.1/truck/k. Total traffic based on the sample
 
cited above is 19 -.illion of which at least 15 million is
 
by foreign vehicles. Therefore potential foreign
 
exchange savings are K. 1.5 million/year.
 

There is of course the possibility that other
 
countries would expect reciprocation, i.e. that for
 
services purchased from Malawian transporters, a portion
 
would be paid in Kwacha. As long as more services are
 
provided by foreign transporters, Malawi would still be
 
in a position to save some foreign exchange.
 

4. Transfer of cargo from road to rail
 

Within the last three months the Malawi Government
 
has announced that foreign permit holders will have to
 
originate and terminate their transport runs in or
 
near Lilongwe for trucks operating through Mchinji and in
 
or near Blantyre for trucks operating through Mwanza.
 
There is also a plan being developed to terminate fuel
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arrivals at Mchinji for onward internal shipment by rail.
 
New 	storage and transfer facilities would be required.
 

The main intention of this policy is to move more
 
traffic on to the under-utilized internal rail system.
 
It should also have the effect of reducing foreign
 
exchange costs of international transport. Presently,
 
Malawi is paying foreign exchange for transport over
 
the domestic legs of internal trips carried by foreign
 
transporters, sometimes for distances as great as 500
600 kins.
 

Portions of the domestic sections under the new
 
rules, would be paid in Kwacha to the railroad and to
 
local truckers who traditionally collect and deliver
 
goods front the railway. Data on the potential savings
 
is not available at this time but would depend on the
 
following variables:
 

(1) 	Tonne-km of specific commodities affected.
 

(2) 	Distribution of these tonne-km between internal
 
road and rail.
 

(3) 	Calculation of the foreign exchange component of
 
domestic rail and road carriage costs.
 

(4) 	Subtracting, from the total charges of foreign
 
carriers for domestic leg hauls, the foreign
 
exchange component of the local rail and road
 
costs for the same service.
 

Cargo transfer from truck to rail would also reduce
 
traffic and road wear on the heavily travelled M1 between
 
Lilongwe and Blantyre. It has been estimated that over
 
a four year period the present value of road deterioration
 
and maintenance avoided by diverting petrol flows along
 

....Mchinji/Bantyea tciL-ailwould be of the order.Qf
 
K. 600,000. For other cargoes on the segment Lilongwe-

Blantyre savings could easily be several times as great.
 

5. Summary
 

One can see that the various actions which the
 
Malawi Government has taken, or plans to initiate, have
 
potential Lor substantial foreign exchange savings of
 
at least K. 7 million/year and possibly as great as
 
K. 10 million/year. This compares with a range of
 
K. 63-88 million of foreign exchange which Malawi will
 
spend on inland international transport in 1983 (see
 
Section B.2 which follows).
 

http:order.Qf
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B. 	 Financial and economic costs of the transport
 

crisis
 

1. Historical costs
 

In this section an attempt is made to measurd the
 
macro-impacts of the transportation crisis by comparing
 
the inland transportation costs which Malawi incurred in
 
1980 with estimates for 1983, 1980 being the last year
 
that normal levels of traffic were carried by the
 
Mozambique Railways linking Malawi with the ports of
 
Beira and Nacala. The fall-off in traffic is dramatically
 
shown in Figure 2.
 

It is not possible to obtain these transport costs
 
directly from foreign trade or transport services statis
tics since goods exocrted FCB Malawi do not include
 
:ranspcrt costs, wh2.e o=s .zorted CIF Malawi have
 
transportation costs hidden in total delivered cost. One
 
must therefore take tonnage statistics for international
 
=-ansncrt b'y r n esiate average transport 
Costs, and the additional costs of 
shifts from rail Zc ros:. In this respect, the work of 
the UNDP,'UNCTA! transpcrt advisor working on the Trans
portation Project for the S:uthern African sub-region 
(referred to as Project RAF'77/017) is very helpful. 
Another complication arises from the fact that land 
movement costs are only a portion of total land trans
portation costs, the latter including freight forwarding 
services, storage, cargo handling at terminals and trans
shipment points, insurance and inventory costs. Moreover, 
while purchases from South African suppliers to replace 
overseas suppliers of imports has generally increased 
total delivered costs, the differential in some cases has 
been narrowed by South African suppliers offering better 
ex-factory prices than the equivalent landed port price 
of overseas suppliers. 

The distribution of Malawi's external trade by
 
route for 1980 and 1981 is shown in Table 5.1.
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Table 5.1 Distribution of Malawi's External Trade
 
by Route: 1980-81
 
('000 tonnes)
 

Rail Rail Road Road
 
Via Beira Via Nacala Via Tete Via Lusaka Total
 

1980 	 Exports 197.6 87.4 12.3 7.7 305.0
 
Imports 313.1 147.4 20.2 12.3 493.0
 

TOTAL 510.7 234.8 32.5 20.0 798.0
 

1981 	 Exports 194.7 73.9 12.4 10.9 293.0
 
Imports 267.2 125.4 81.0 53.9 531.8
 

TOTAL 461.9 199.3 93.4 64.8 824.8
 

Source: 	 Malawi Railways and
 
Project RAF/77/017
 

railroad carried 93% of the external trade ton
n_==e and 80% in 1981. Total imports by rail in 
182 were 461,000 tonnes, producing a revenue zo Malawi 
Railwa':-s of K. 4.94 million or about K. 10/tonne. 1/ 
Total exports by rail were 285,000 tonnes producing a 
revenue of K. 2.33 million or about K. 8.2/tonne. Rates 
(tonne-kz=) or. both routes and for both Mozambique and 
Malawi railroads are similar. For Blantyre-Beira the 
total rail distance is 567 kms of which 359 kms are in 
Mozambique. Therefore total revenues by route accruing 
to Mozambique Railways payable in foreign exchange are as 
follows:
 

Table 	5.2 1980 Railroad Revenue (K million)
 

Beira Nacala Total
 

Exports 4.5 2.7 7.2
 
Imports 9.3 6.2 15.5
 

TOTAL 13.8 8.9 22.7
 

For C.F.M. 8.7 (63%) 6.8 (76%) 15.5V/(68%)
 

For the additional 52,000 tonnes moving by road we
 
estimate an average transport cost/tonne in 1980 of
 
K. 200 or a total of K. 10.4 million. Almost all of this
 
road haulage would have been contracted to foreign truckers.
 

1/ 	Revenues from Transport Performance Bulletin 1982,
 
Transport Planning Unit,Economic Planning Division,
 
Office of the President and Cabinet, p. 30 Table 3.
 

2/ 	Actual payments to Mozambique Railways in 1980
 
according to the Reserve Bank were K. 20.7 million.
 
This, however includes some carry-over payments for
 
freight actually moved in 1979 and port charges and is
 
therefore somewhat higher.
 



123 

Even for Malawi transporters, foreign exchange costs
 
represent approximately 65% of total costs. Therefore we
 
assume K. 10 million as the foreign exchange cost of truck
 
transport. Malawi Railways operations moreover, incur
 
foreign exchange costs. We estimate these conservatively
 
as 20% of total 1980 operating costs or about
 
K. 2.6 million.
 

Therefore for 1980, Malawi spent about K. 35.3 million
 
to move imports and exports overland, of which the foreign
 
exchange component would have been approximately
 
K. 28 million.
 

2. Costs in 1983
 

We estimate the costs that Malawi will incur in 1983 
for overland transport of exports and imports by estimating 
total tonna;e, allocating these t particuar routes and 
applying averace cost factors to these routes. 

Total troexpoz projected 1983 isonnage for .estinated a: a; .u: *".,,0 tonnes { =, . = ). This is 

approximately :he same level as i- 19.30 and 1931 (shown 
above). Comoete 1982 Statistics are not vet available. 
Maximum capacity of the Nacala line is estimated at 
315,000 tonnes,'vear, under present operating conditions 
(see Table 1.28). With Beira closed nearly 500,000 
tonnes or 621 will have to be moved by road as compared
 
with 7% in 1980 and 19% in 1981.
 

Vehicle counts at Mchinji and Mwanza (see Tables
 
1.29, 1.30 and 1.37)may be used as an indicator of
 
present volumes and origins and destinations of imports
 
and exports moving by truck. We assume that this
 
distribution is representative for the whole year. The
 
distribution, average cost and total costs are then as
 
follows:
 

Table 5.3 Prcjected road transport costs 1983
 

Av. Cost Total Cost
 

Country Tonnage K. per tonne K(000)
 

Zambia 250,000 80 20,000
 

Zimbabwe 150,000 150 22,500
 

S. Africa 75,000 300 22,500
 

Mozambique 25,000 80 2,000
 

K. 67,000
 



124
 

Traffic counts cited above show that tonnage is
 
moving at an annual rate of 75,000 tonnes through Mwanza
 
and 270,000 tonnes through Mchinji. If the May-July

traffic level does not increase, there will be a short
fall in capacity of 140,000 tonnes i.e. road transport

will account for only 345,000 tonnes. The most likely
 
products to suffer will probably be sugar and maize. In
 
this case, the transport costs shown above might be 30%
 
lower or about K. 47 million. The loss of foreign
 
exchange from sales foregone however would be of the
 
order of K. 200/tonne FOB Malawi or K. 28 million.
 

One can estimate the 1983 costs of rail movements
 
*on the Nacala-Malawi rail route by using the assumptions
 
shown in Table 1.28 where capacity was discussed. This
 
may be a little optimistic for 1983 but provides a
 
reasonable approximation.
 

Table 5.4 Projected rail =ransocrt costs 1983
 

:nports (to Blantyre) Tonnage 	 Av. Cost Total Cost TOTAL
 
K/tonne K(000)
 

MR CFM YR CFM
 
Fuels: Diesel 25,000 17.2 26.7 430 1098
 

Petrol 25,000 18.2 48.5 455 1667
 
Fertilizers (containerized) 25,000 7.6 19.5 760 677
 
General cargo 100,000 21.7 59.7 2170 8140
 
Break-bulk (fertilizer) 25,000 7.6 19.5 190 678
 

Su'b-Total 	 200,000 4005 12260 16265
 

Exports (from Lilongwe) 

Tea/Tobacco 90,000 37.6 53.5 3384 8199 
Break-bulk (sugar,maize) 25,000 22.6 23.4 565 1150 
Empty tankers 

--... ub-Total__ __11.. lQ 39.49 92. 9 13298 
-1 /Total 	 315,00i 7954 21609- 29563 

Total rail costs are therefore estimated at K. 29.6
 
million of which K. 21.6 million is payable in foreign

exchange. Adding trucking costs of K. 67 million gives
 
a total freight cost estimate of about K. 97 million of
 
which K. 88 million maybe in foreign exchange. If we were
 
to assume a shortfall in road capacity of 140,000 tonnes
 
and in rail of 50,000 tonnes the low range estimate would
 

1/ Reserve Bank estimates are K. 10.3 million.
 



be about K. 73 million or K. 63 million in foreign
 
exchange.
 

One can conclude therefore that to move about
 
800,000 tonnes in 1983 (maximum projection), as compared
 
to a similar volume in 1980, will cost about 275% more in
 
total and about 314% more in foreign exchange.
 

The Reserve Bank of Malawi estimates that the total
 
costs of insurance and freight for Malawi's imports in
 
1983 will be K. 34.3 million greater than in 1980. 1/
 
No estimate for exports have been ;ade. The Bank also
 
estimates that the ratio of freight and insurance cha-ges
 
to value of imports has risen from 21% in the period
 
1977-80 to 30% for 1982-83.
 

Another estimate of additional foreign exchange
 
costs generated by the 1982 transportation crisis was pre
pare Zy 2th 2 P'UeOCZ Project, RAF/77/017. This is
 
particularly interesting because it considered both
 
economic and foreign exchange incremental costs for not
 
onl. overland :ranspor: but for port storage, interest
 
on e-a to replace normal imports,
*rement 


and other costs suc as delayed sugar sales, Malawi Rail
ways revenue losses, loss and deterioration of goods.
 
The study compared actual 1982 costs with costs which
 
would have been incurred if normal transportation and
 
commercial systems had been operating. Projections for
 
198J were made.
 

Excess transportation costs were estimated for 1982
 
at US $25.5 million for all incremental costs. Pro
jections for 1983 were respectively US $ 17.7 million and
 
US $ 24.4 million. Details are shown in Table 5.5.
 

1/ This is calculated by taking a sample of insurance and
 
freight charges and comparing the C.I.F./F.O.B. margins.
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Table 5.5 Financial Conseq.ences of Malawi's 1982 - 3
 

Transit crisis
 

U. S. D 0 L L A R S
 

Foreign Ex. Cash Flow Economic Costs
 

PROCUREMENT OF REPLACE-

MENT SUPPLIES 

Fertilizers 4,093,034 5,500,000 204,992 282,500 
Petroleum Fuels 5,438,319 3,900,000 1,455,460 3,900,000 
Other industrial 
materials - 2,000,000 - -

- 9,531,343 -11,400,000 1,660,452 4,182,500 

EXCESS TRANSPORT COSTS 

Fertilizers 3,719,551 2,300,000 2,441,551 7,178,850 
Petroleum Fuels 1,381,561 9,105,700 1,381,561 9,105,700 
Coal 138,740 840,000 138,740 840,000 
Industrial Imports 450,000 2,280,000 450,000 2,280,000 
Consumer Imports 120,000 760,000 120,000 :76c,00 
Motor Vehicles - 630,400 - 630,400 
Tea Exports 250,000 500,000 250,000 500,000 
Tobacco Exports 
Other Exoorts 

126,000 
4,5-, V3

6,635,852 

300,000 
950,,O

-17,666,100 

126,000 

, - ,- Z _ 

:000 
'.5,0..,5 , 50 

PORT STORAGE COSTS 

Fertilizers 100,000 768,000 467,266 400,734 
..General cargo, Beira 10,000 42,000 41,937 10,000 
Motor Vehicles, Beira 50,000 123,000 163,000 10,000 

- 160,000 - 933,000 672,203 420,734 

INTEREST ON TIED-UP 
CAPITAL 

Fertilizers 75,000 710,000 685,049 204,000 
Petroleum Fuels 19,000 - 38,000 -
General cargo, Beira 

-Motor Vehicles,Beira 
35,400 
26,102 

176,305 
182,718 

141,705 
104,410 

70,000 
104,410 

Containers, Nacala 52,185 225,555 208,740 69,000 
Tea Exports- 1.72,.425 200,000 172,425 200,000 
Sugar 150,000 650,000 600,000 200,000 
Increased industrial 
inventories - 25,000 - 50,000 
Tobacco 35,000 104,750 139,750 -

- 565,112 - 2,274,328 2,090,079 897,410 

OTHER COSTS 

Delayed sugar sales - 8,400,000 + 8,400,000 - -
MalawiRwy.revenue loss 250,000 - 500,000 1,250,000 1,500,000 
Loss & deterioration - - 1,217,600 750,000 

8,650,000 + 7,900,000 2,467,600 2,250,000 

.GRAND TOTAL -25,542,307 -24,373,428 12,24C,186 30,295,594
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PERSONS VISITED
 

1. Ministry of Transport and Communications Julian Russel
 
- Tom Kaunda
 

P.. S. - Nkoba
 
2. Ministry of Works and Supplies
 

P.S. - King
 
Engineer-in-Chief - H. K. Mwalwenje
 

- Grundner
 
Controller of Stores - Mulaga
 

3. Office of the President and Cabinet
 
Transportation Planning Unit - Ahmad
 

Asst. Chief Economist - Magombo
 
Chief Economist (Development) - Makoza
 

4. INDEBANK 	 - General Manager - Jack Thompson 

:. 	 ADM RC - I=R adviscr - White
 
Deputy General Manager - Henly
 
Depot Supervisor - Daniel Moya
 
siiin, Dfficer - Kaima
 

;. FINCOM 	 - Tonv Richardson
 

7. OILCOM 	 - Marketing Manager - Roger Prowse 

8. OPTICHEM 	 - Managing Director - Robin Kirk 

9. 	Manica Freight Service
 
- Operations Manager - W. Windrim
 

-
""(subs) 
 - Walshe
 

10. Chamber of Commerce 	 - Harry Thomson
 

11. LONRHO - SUCOMA 	 Estate Manager - Luc Pilot
 

12. Tea'Growers Association 	 - Arthur Schwartz
 

13. 	 Malawi Railways Asst. General Mgr. - Gordon
 
Lake Services Mgr. - Brown
 

14. NICO -	 Senior Mgr. (technical)- Ahmed Mahomed 

15. Shippers Council 	 - R. Bishop
 

16. Portland Cement 	 - Ula
 

17. B.P. Bhagwanji 	 Truck owmer/operator - B. P. Bhagwanji
 

18. Reserve Bank of Malawi
 
Deputy Director of - Cornelius Mwalwanda
 

Research and Statistics 

19. Press transport 	 - Kanthaya Kantharupan
 

20. Automotive products 	 - Chathika
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PERSONS VISITED (cont)
 

21. Maltraco 	 - Bruce Montgomery
 

22. UNDP/UNCTAD 	 - Moniake
 

23. Coal Users Committee 	 - Gemmell
 

24. Glens removals 	 - P. Charlton
 

25. Namingomba tea estates 	 - Barnes
 

26. 	 Springbok transport - General Manager
 

- of
27. Fargo Ltd 


28. F. A. Lambat 	 - so
 

29. 0. E. & A. Y. Mohamed 	 - so 

30. Trans Connection
 

31. Clan Transport 
.2 C - - ..%- =a..ne - a C 	 ., 

33. A. M. I.
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