weLisaryIY PD-f#AC- 25 g,
.
{ PR { R T :(',‘»\II
- N N R o B NS R T -
b T ARSI OF STATE

67/,;2;2 310- @,zr

CAPITAL ASSISTANCE PAPER
D heff-tand 71 f5- p
LIS j-80 s .
£G Y _
Propofal and Recosmendations (9% 22-3// ~M 3

For the Review of the - 2~ -
Development Loan Comnittee é‘?(} ~22-313703S

llALAWI LJKE. SHORE ROAD (PHASE II - CONSTRUCTION)

0 f0- AR-3/3-0353 6/3-R3-F/1 - -/54

~00R " b70-23-3/0. vy,
7id,jﬂd7 G90-3 4~ ‘3/0ng¢'
4/3 -#-0d/
b70-W-006
un-m,c/f-711 »

# ) -ty
UNCLASSIFIED:- .
e o EEg

A I'DQ
Ref-ronco ‘center
Room 1686 '.B



DEPARTMENT OF STATE
AGERCY FOR INTERNATIONAL DEVELOPMENT
Washington, D.C. 20523

UNCLASSIFIED

AID-DLC/P-711
May 23, 1968

MEMORANDUM FOR THE DEVELOPMENT LOAN COMMITTEE
SUBJECT: Malawi: Lake Shore Road (Phase II - Construction)

Attached for your review are the recommendations for
authorization of a loan in an amount not to exceed $7,000,000
to the Government of Malawl to assist in financing the foreign
exchange and local costs of goods and services for the
engineering and/or construction of portions of the Lake Shore
Road Project.

This loan proposal is scheduled for consideration by
the Development Loan Staff Committee at a meeting on Wednesday,
May 29, 1968.

Rachel C. Rogers
Asgsistant Secretary
Development Loan Committee

Attachments:
Summary and Recommendations
Project Analysis
ANNEXES I-VII

UNCLASSIFIED



LAKE SHORE ROAD, PHASE II (CONSTRUCTION)

TABLE OF CONTENTS

MALAWI

Summary and Recommendations

Project Map

A.

B.

Introduction

Rorrower

Technical Analysis
Description of Project
Construction Plan

Engineering Plan
Technical Soundness

Fw N

Economic Analysis

Financial Analysis

1 Financial Requirements

2. f'inancial Plan

2. Local Cosl Financing

I, Other Sources of Financing
5. Repayment Prospects

Other Factors

1, Impact on United States Economy and Effect on Private

Enterprise

2, Effect on United States Balance of Payments

3. Conditions and Covenants
4, Issues

Annex I - Statutory Criteria
Amnex TT - Technical Annex

Annex TTII - Country Team 611(e) Certification
Annex IV - Regional Income Projec

Annex V - Traffic Projections and User Savings

Annex VI - Economic Tables ~ Cost

- Bene

- Internal Rate of Return

Annex VII - Loan Authorization

1. General

2. Project Area

3. Studies

4., Economic Benefits

5. Benefit:Cost Compulation

6. Internal Rate of Rclurn - Economic Soundness

tions

s
fits

UNCLASSIFIED

UNCLASS IFIED
AID-DLC/P-T11

May 23, 19668

iii

= w

o
W N o~ 0N+

1k
15
15
16

17
17
17
17



1.
2.

3.

5.

UNCLASSIFIED
AID-DIC/P-T11
Page 1 of 1i1l

MALAWI LAKE SHORE ROAD, PHASE IT (CONSTRUCTION) Mgy 23, 1968

SUMMARY AND RECOMMENDATIONS

BORROWER: Goverrment of Malawi (GOM)

LOAN AMOUNT: $7,000,000

TERMS : Maturity: Forty (U40) years including a ten (10)
year grace period,

\Interest: Two percent (2%) per annum for the first
ten (10) years; two and one-half percent
(249) per annum thereafter.

Repayment: Principal and interest in United States
dollars.

COST OF PROJECT: A.I.D, LOBN ssseessssesecsases$?,000,000

GOM Contribution o0 v o0 sr oo 127502000
TOTAL 'l'.’.OO'.".."""000.$8’750’OOO

DESCRIPTION OF PROJECT: The project consists of the construction of
two roads totaling 126 miles from Balaka to Salima and Mua to
Monkey Bay. The roads are major components of the Lake Shore
Road scheme, part of which is under construction.

PURPOSE: To finance all of the foreign exchange costs of procurement
of materials and services in the United States, and a portion of
the local costs required for construction of the project.

BACKGROUND OF ACTIVITY: The project which will open a large area for

agricultural development and will provide an artery along the
western shore of Lake Malawi was first mentioned by the GOM in

a conversation between Prime Minister Banda and President Kennedy
in October 1963. A subsequent formal request led to .&u~-A.I.D.=--
financed feasibility study, completed in March 1966. At the end
of FY 1966 A.I.D. authorized a $200,000 loan to finance the United
States costs of engineering services which were completed in the
spring of 1968.
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7. EXPORT-IMPORT BANK CLEARANCE: Received May 10, 1966; recleared
April 15, 1969.

8. VIEW OF THE GOUNTRY TRAM: The Country Team strongly endorses the
project. The project is the most important USG activity in
the country.

9. STATUTORY CRLTER[A: Satisfied. See Annex I.

10, ISSUES: None

11l. RECOMMENDATION: Authorization of a loan to the GOM for an amount
not to exceed $7,000,000. (See Annex VII for authorization.)

CAPTIAL ASSISTANCE COMMITTEE:
Capital Development Offiéer: Robert J. Berg, AFR/CDF
Counsel: Elliott Weiss, AFR/GC

Desk Officer: Michael Dilegge, AFR/ESA
Engineer: Robert ¥. Fedel, AFR/CDF/ENGR

AFR/CDF, RJBerg:hk 5/23/68
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MAIAWI IAKE SHORE ROAD, PHASE II (CONSTRUCTION)

A. INTRODUCTION

On June 30, 1966 A.I.D. authorized a $200,000 loan (612-H-001) to help
finance design engineering services for a road along the southern and
western shore of Lake Malawi. The loan financing for the project was first
raised by Prime Minister Banda during state visits in 1963 and again in 196k,
A project Agreement to carry out a full feasibility study was signed on
March 3, 1965. The study, completed one year later, formed the basis for an
A.I.D. loan for design engineering services. After protracted negotiations
with United States firms, design services were contracted with the firm of
Tippetts-Abbett-McCarthy-Stratton on May 29, 1967. On June 8, 1967 Prime
Minister Banda asked President Johnson for loan assistance to carry out the
construction of the project. Subsequent discussions with the GOM have dealt
with the possibility of A.I.D. loan assistance for construction of the project
by a United States contractor, or failing successful bidding on the project,
construction of the project by force account. ;/

B. BORROWER

The borrower will be the Government of Malawi (GOM). The responsibility
for the general administration of the road system will be vested in the Roads
Department (RD) under the Ministry of Works and Supplies (MWS). The
Department is directly responsible for the primary and secondary roads system
and for some 400 miles of tertiary roads considered of major importance. The
20 District Councils are responsible for all other roads. The Ministry of
Natural Resources is also engaged in road construction in conjunction with
particular development schemes; these roads are then turned over to the RD for
maintenance.

Construction of main and secondary roads normally is carried out by one
of three methods: (i) by the RD with three Road Development Units which are
fully mechanized constructing about $1,000,000 per year in new roads, (ii) by a
few local subsidiaries of international construction firms, or (iii) in the
case of large projects, by large international firms. Less well-equipped
Crop Extraction Units construct feeder roads which are then turned over to
local District Councils to be maintained, principally by hand-labor.

1/ TForce account denotes that responsibility for construction is with the
government's own public works department utilizing its own employees.

il LASSIFLED
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The maintenance of the RD roads (such as the Lake Shore Road) is the
responsibility of the Construction and Maintenance Branch, which has
separate divisions for the Southern, Central and Northern Regions of the
country. All major maintenance operations by the Department are mechanized.
Road construction and maintenance equipment is controlled by the Mechanical
Engineering Branch of the MWS, which is in charge of all Government plants
and vehicles. The Mechanical Engineering Branch has well-installed shops
and service facllities for the repair and the maintenance of plant, and
covers its expenditures from allocations in the national budget. Equipment for
road construction and maintenance is made available by the Branch to the RD at
no charge. The Government plans to establish a hire system for equipment, and
to develop the Mechanical Branch into a financially autonomous agency capable
of covering its expenditures from hire-charge on equipment.

A.I.D. consultants in 1963 and again in 1965, and World Bank staff in
1967, found the quality of both RD maintenance and construction work to be
satisfactory. The latest survey of RD work, conducted by the World Bank in
connection with a recent IDA loan for road construction, rated the roads
maintained by the RD as satisfactory, while the condition of the roads
maintained by the District Councils was found to be poor.

Maintenance expenditures on the roads maintained by the RD averaged an
estimated U.S. $1.6 million equivalent per year in the 1962-1966 period.
They have been slowly increasing since 1964 and were planned to reach U.S.
$1.8 million equivalent in 1967, or an average of U.S. $520 equivalent per
mile. The specific amounts spent for the maintenance of roads of various
types or sections cannot be readily determined as no records to this end
are kept. Judged on the average, the maintenance expenditures by the RD
appear low but within acceptable limits in relation to the country's transport
development.(See Annex III for 611l(e) determination.)

C. TECHNICAL ANALYSIS

1. Description of Project. The project is the construction of two roads,
totaliz; 126 miles, from Balaka to Salima and from Mua to Monkey Bay. A map
of the country and project area is on page iii. (Annex II provides a detailed
discussion of the technical aspects of the project.) The project forms part of a
larger scheme to link Zomba in the South with the Northern part of the country
via a route along the lake shore. IDA, FRG, and GOM financing is providing for

construction of all other segments of the scheme.

The 90-mile Balaka-Salima road will generally follow the location of the
existing railroad. The terrain is rolling, open country crossed by numerous
water courses. The design will provide a 22-foot gravel roadway on a 38-foot
embankment. The road will require 9 two-lane bridges over 20 feet in length.
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The 36-mile Mua-Monkey Bay road will begin about ten miles south of
Monkey Bay, across to Malemba on the lake shore, and then run inland to Sosola
and Mua in order to avoid a marshy area in the southwest corner of the lake.

The terrain is generally flat. The design will provide an 18-foot gravel
roadway on a 30-foot embankment and will include two major bridges.

The GOM has indicated that it intends to add one sand seal coat to the
roads immediately after construction and that when possible it will make
arrangements to pave the Balaka=-Salima road. A.I.D. estimates that the
paving will be done before 1975.

Closely related to the project will be the construction of feeder roads
linked to the project. This construction will be carried out by the GOM with
assistance from the United Kingdom.

2. Construction Plan. After thorough discussion in Malawi and
Washington on the various alternatives to constructing the project, the GOM
decided to put the project out to bid with United States firms and failing
a responsive bid, to construct the project by force account. In December and
January 1967-1968 the project was advertised in United States publications
and at the same time the GOM sent letters to 160 United States construction
firms soliciting their interest in the project. In early February 1968, MWS
representatives met in New York with representatives of 24 United States
construction firms to ascertain their interest in the project. Prequalifica-
tion questionnaires were issued to firms responding to these various overtures
and firms were prequalified to bid on the project. Bid documents were
released April 15, 1968 and tenders are due June 5, 1968. A factor in the
release and tender dates has been the timing of bidding on the Great North Road
in Tanzania. Tenders on that project are due liuy 24, 1968. Hepefully Uuited
States firms attracted to the Great North Road will interest themselves in
the Lake Shore Road. e

A.I.D. and the GOM have agreed to set a bid price ceiling of $7.2 million.
A higher bid will be deemed to be unresponsive. Should no acceptable bid be
submitted, the GOM plans to construct the project using MWS forces with
United States firms providing construction and engineering supervision. Under
this fallback plan the GOM intends to request A.I.D. assistance for the
United States costs of equipment, material, and personnel. MWS personnel
have compiled budgets, equipment, and manpower schedules for construction of
the project by force account; these are discussed in Annex II.

As noted above, the MWS has three Road Development Units which have been
used for new construction throughout Malawi. Part of their current work
involves construction of the northern part of the Lake Shore Road which will
connect with the project road. The quality of the Road Development Units'
work has been good; however, the Units have never attempted a project the
size of the one under consideration. Should the project be constructed by
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force account, the MWS plans to merge two of the Road Development Units (i.e.,
they do not plan to create a new and thus inexperienced unit) to carry out the
constructicn. The project consultant and A.I.D. believe that with the proper
supervision the Units could construct the project. The project is relatively
simple construction and it is similar to other roads which the Units have
constructed. The only exceptional feature will be a few long bridges.

The major difference between the construction alternatives - construction
by United States firm or construction by force account - appears to be the
length of the construction period. Utilizing force account would probably
result in a three and one-half year construction period versus a two and
one-half year construction period under a United States firm. On the other
hand it is expected that the Road Development Units will gain valuable
knowledge of United States construction methods under the force account
alternative. Normally force account work is less expensive than using
expatriate firms. Even though A.I,D. estimates that there will be a longer
construction period for the force account alternative, it is likely that the
total construction cost for the force account alternative will be up to $500,000
less than the cost for construction by an expatriate firm. Since the earlier
completion of the road is desirable from an economic point of view, A.I.D. and
the GOM agreed to pursue the bidding alternative first.

3. Engineering Plan. The final design, preparation of the bid package
and proposed supervisory engineering services will be furnished by the United
States firm Tippetts-Abbett-McCarthy-Stratton (TAMS). Design work has been
substantially completed, although following usual practice some aspects of the
design will be completed as construction progresses. The GOM has indicated its
strong preference to retain the U.S. consultant for supervisory services if the
force account alternative is chosen.

4. Technical Soundness. The design plans prepared by Tippetts-Abbett-
McCarthy-Stratton (TAMS) were reviewed by A.I.D. and found to be satisfactory.
A.T.D. has been closely consulted by the GOM and TAMS on project actions
and A.I.D., approval has been given to the project design and to the method of
seeking bids and using force account construction in the absence of successful
bidding. The ccst estimate prepared by TAMS for the bidding alternative appears
reasonable, however, the cost estimate by the GOM for the force account
alternative has been adjusted upward by A.I.D.

We believe the project to be technically sound. The project meets the
requirements of Section 611, Section 611(e), Section 201(b)(2), and Section
201(e)(1) of the Foreign Assistance Act of 1961.

D.  ECONOMIC ANALYSIS

l. General.
a. Introduction. Malawi's internal transport system consists of about

6,200 miles of public roads, 290 miles of rail line, water transport on Lake
Malawi, and a network of light aircraft services. The country's sole practical
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outlet to the sea is by rail south to Beira, Mozambique on the Indian Ocean,
255 miles from Blantyre. In general, the transport system is in poor condition
with notable missing links and inadequate sections.

A significant recent development has been the introduction into parts of
the Malawi system of extraordinary “ambian transit traffic, primarily copper
and oil products, diverted from Rhodesian routes which were Zambia's
traditional access to the sea. This traffic is being carried by road between
Zambia and Salima via Lilongwe, thence by railway between Salima and Beira. At
present, the volume of this traffic in both directions amounts to about 63000
tons per month, and may rise to as much as 20,000 tons per month in the
foreseeable future. However, the future volume and duration of this traffic
are very uncertain.

b. Railway. The Government recently acquired the outstanding equity
shares of the formerly private Malawi Railways. The railway is poorly aligned,
its p2rmanent road bed has deteriorated, and equipment and rolling stock are
largely over-age. A dieselization program is under way and is scheduled to be
completed by the end of 1968. Traffic volume is very low at about 600,000 tons
per annum (1966). The railway operates at very high average costs -- about 4.2
United States cents equivalent per ton mile on the main line and over United
States 5.5 cents per ton mile on the northern extension from Balaka to Salima.
These costs compare to about United States 2.6 cents per ton mile for the East
African Railway system.

The Balaka-Salima rail line parallels the north-south section of the project.
The rail line is uneconomic: 1ts operating costs are high and it is in need of
major repairs. The GOM estimates that stop-gap repairs necessary to maintain
present standards would cost $2.8 million, while upgrading the line to appropriate
standards would cost $8.4 million. Because of these high costs and the more
appropriate need for a road, the GOM probably will abandon the Balaka-Salima
stretch of the railway upon completion of the project and the IDA-financed roads
in 1970. The project analysis assumes the abandonment of the rail line by 1975.

Present railway investment plans consist of the construction of a new
110-mile link from the main line eastward through Liwonde to the Mozambique
system at Nova Freixo, thus linking Malawi to the new large port of Nacala.
The estimated cost of the 73-mile section in Malawi is $14 million including
rolling stock. Negotiations are presently under way with the Union of South
Africa for financing the construction of the link.

c. Lake Transport. ILake Malawi, stretching roughly 350 miles along the
axis of the country, is a natural waterway for communications between north
end south. Nevertheless, lake transport has not been developed. Freight and
passenger service on the lake is operated by the railway at a substantial deficit.
Operating revenues cover less than half of operating expenses.
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Lake transport is a logical and potentially economic form of transport,
particularly for developing the northern parts of the country. A
comprehensive study of lake transport, port locations and fleet operations is
presently being conducted by the Danish consultants KAMPSAX. The project
economic analysis assumes the improvement of lake transport services in 1971.

d. Highway Traffic and Vehicle Fleet. Total motor vehicle population was
estimated in 196T at 19,000 or about one vehicle per every 210 inhabitants,
which is average for tropical Africa. Of this total, about 55% are private
and government passenger cars, 40% are trucks and buses of all types and 5%
are tiactor-trailers. Vehicle fleet, fuel consumption, and traffic statisties
are fragmentary and make it difficult to derive estimates of past traffic
trends. Indications are that the vehicle fleet has been growing at about 7%
per year over the 1961-1966 period, made up by a yearly 8% growth for automobiles
and 6% for trucks, buses, and tractor-trailers. Gasoline consumption stagnated
in the 1960-1963 period reflecting the stagnation of the economy and a general
shift to diesel fuels. Since 1964, gasoline consumption has increased by 6%
per annum with the rise in economic activity. Diesel consumption for road
transport is estimated to have increased at the rate of 6% since 1961, jumping
to nearly 9% since 1964. Traffic on the road system is estimated to be growing
currently at a rate of 7 - 8% per annum.

2. Project Area. The entire proposed Lake Shore Road will extend from
Liwonde (some 50 miles north of Zomba, the administrative capital) to Nkata Bay
in Northern Malawi, a distance of about 300 miles. The IDA scheme will improve
the road from Zomba through Liwonde to Balaka, at the southern end of the
project road. The GOM plans to construct with its own forces that portion of
the Road from the northern end of the project at Salima to Nkata Bay; the
extreme northern part of the Road is being constructed with German loan
assistance.

The project area under the A.I.D.-financed loan (Balaka-Salima and Mua-
Monkey Bay) contains about 3,200 square miles and will service about 313,000 people
(1967). Population growth in the area is estimated by the Surveys and Research
Corporation (SRC) and the GOM to exceed 3% per year. The economy of the area is
almost wholly agricultural with subsistence farming predominating. By Malawi
standards the land is relatively sparsely settled, largely due to the
inaccessability of the area. The arable land extends from the low hills at the
base of the escarpment to the west of the planned road eastward through shallow,
sometimes marshy land to the lake. Over 80% of the arable land in the project
area is not now in cultivation. The Balaka-Salima section has had more
agricultural development and is better suited for cultivation than the Mua-
Monkey Bay section. The area along the northern portion of the Road, north of
the project, also contains substantial quantities of fertile, undeveloped land.

UNCLASSIFIED



UNCLASSIFIED
-7 -

Major crops in the project area include medium staple cotton, corn,
groundnuts, rice, and tobacco. Evacuation and marketing of crops is handled
largely by the GOM's extensive system of Farmers Marketing Board stations.
There are over 200 stations in the country, several of which are located in
the project area. Marketing Board stations are focal points not only for
the collection of crops, but for the dissemination of extension services.
But in general, development and evacuation of agricultural production has
been severely retarded in the project area due to the absence of a reliable
transportation system.

The 36-mile road between Mua and Monkey Bay will connect in the east
with the north-south Monkey Bay-Fort Johnston road, approximately seven miles
south of Monkey Bay. Monkey Bay is a lake rort and recreation area with good
beaches and hotels. In the west the road will connect with the Balaka~Salima
road below Golomoti at the point where an existing secondary road begins
leading west up the escarpment to Dedza on the plateau. As Dedza is on
Malawi's principal north-south trunk road (the IDA-financed road) the existing
road and the Mua-Monkey Bay road together will compose a lateral route
connecting three north~south arteries.

The project area's transportation requirements are currently served by
the rail line and by low-standard "district" roads, which provide access to
the rail line during the dry season. These roads are unimproved earth tracks
and lack permanent stream-crossings. Traffic is low, estimated at under 25
vehicles per day on the principal one which parallels the railroad. Typical
of the district roads, a four-wheel drive vehicle is required in using the
rocute between Balaka and Salima during the dry season; during the rainy season
the route is usually impassable,

3. Studies. Several studies have had a bearing on the . .lysis of the
project. 1In 1963 a study of the national transportation necas of Malawi was
performed under A.I.D. financing by Surveys and Research Corporation. The
same firm was selected to study the entire Lake Shore Road including the
project roads. SRC's report, "Economic and Engineering Suriv.y of the Proposc.
Lake Shore Road, Malawi" was submitted in revised form in Mi.,ca, 1966. 1In
February 1966, the GOM Ministry of Natural Resources publishec "halawi Crop
Potentials 1965-1985" a summary of various internally and exterraily - conducted
studies on land use and expected agricultural development and surpluses in
Malawi. On the basis of this report Professor Arthur Branham, Transportation
Adviser to the MWS, has developed with his staff an up-dated revision to the SRC
project study.

In addition to the above studies, use has been made of two recent World Bank
Reports: "Appraisal of a Highway Project - Malawi" dated January 22, 1968 and
"Current Economic Position and Prospects of Malawi" dated November 22, 1967. The
IDA highway project is similar to the proposed project in that it is the other
planned north-south artery in Malawi, The ILake Shore Road will service the area
east of the high Malawli escarpment which runs 20 miles west of the lake. The IDA
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road will serve the area on the escarpment. All planning experts familiar
with the area believe that both roads are needed and that nelther road can
serve the function of the other.

4, Economic Benefits.

a. Introduction. The Capital Assistance Paper (AID-DIC/P-424) which
led to the Phase I loan for the project's design engineering services,
contnlned a thorough economic analysis based on the SRC report. As noted above
(Section D.3), subsequent GOM and IDA reports have somewhat revised the findings
of the earlier March 1966 SRC report. In general these subsequent reports vis-a-
vis the SRC report have shown considerably enhanced economic benefits for the
Salima-Balaks section of the road and somewhat reduced economic benefits for the
Mua-Monkey Bay section of the road. The analysis below constitutes an updated
revision of the economic analysis presented in the Phase I Capital Assistance
Paper. New data has been added and prices have been adjusted slightly to
current (pre-devaluation) levels.

b. Rationale. Several different measures are used in calculating the
benefits to be derived from construction of the roads since they are expected
to serve both local and transit traffic and also to assist in bringing about
development of the areas through which they pass.

Benefits to the project area are measured in terms of user savings to
existing traffic plus the incremental income resulting from development in
the area, referred to as incremental regional income. In adding these two
types of benefits together it is necessary to distinguish between existing
traffic -- meaning that traffic which would exist in the areas during the next
20-year planning pericd if the project roads were not constructed ~- and traffic
which is expected to result from the new economic activity stimulated by
construction of the roads. User savings from the latter treffic may not be
counted as benefits from the roads since any such savings are assumed to be
reflected already in the incremental regional income figure. Regional income
is measured in terms of the value of cash crop and fish production for market
and of tourist expenditures.

Benefits accruing to transit traffic are measured in terms of user savings.
All such traffic is assumed to originate outside the project area and to transit
the full length of whichever of the two roads is used.

c. Incremental Regional Income. The following table summarizes the
estimates of the increases in regional income that will result if the roads
are constructed. The bases upon which the projections were made are discussed
briefly telow. Detalled discussion and data are presented in Annex IV. While
there will be substantial additional agricultural output due to the road, it
is expected thal as a result of the opening of the project area for development
net input traffic will cxceed net output traffic in the project.area by a
factor of at least 1.25 to 1 until about 1980. This factor has held true in
other areas of Malawl newly opened to development. These areas attract farmers
whose land has become unproductive and offspring of farmers who have little land
to till. The growth of these new areas results in the development of villages
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and towns all of which create needs for
and materials. The ratio of new inputs

output tonnages then predominate.

Thus

are also used as a basis for projecting

except transit traffic.

Agricultural Produce

-9

substantial inputs of outside commodities
to new outputs gradually levels off and
the output tonnages detailed below

all traffic (incoming and outgoing)

INCREMENTAL REGIONAL TNCOME

1962-196h (Average)
1972
1975
1985

Fish Marketings
1962-1964 (Average)
1972

1975

1985

Tourism

1962-1964 (Average)
1972

1975

1985

Totals

1062-1964 (Average)
1972

1975

1985

(1) Agricultural Produce.

(000)
Balaka-Salima Mus-Monkey Bay
Road Not Road Incremental Road Not Road Incremental
Built Built Income Built Builg Income
$ 498 $ - $ - $ 179 - % -
640 1,110 475 226 287 61
753 1,426 673 o177 359 82
916 2,251 1,335 367 535 168
31 - - 59 - -
53 85 32 106 118 12
64 112 48 129 154 25
70 172 102 140 176 36
NA - - NA - -
38 95 57 23 33 20
76 151 75 26 53 37
189 379 190 66 132 66
529 - - 238 - -
731 1,290 564 345 438 93
893 1,689 796 432 566 134
1,175 2,802 1,627 573 843 270

The principal crops for which increased

production is projected as a result of construction of the rozds are cotton, corn,
and groundnuts. The project area is well suited for the producticn of these crops
and, in addition, has marsh areas suitable for the production of rice.
continuation of tobacco production and increases in production of cattle and
various staple food crops for the domestic market are also projected.

Stable

Cotton production is projected to increase to 5,300 tons by 1975 if the

roads are built, as compared with 1,700 tons if the roads are not built.

The

increase is principally attributable to the expectation that use of new techniques
in pesticide spraying will be m.re widespread and more acreage will be brought
under cultivation when feeder rcads are provided and extension services expanded.
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Groundnut production in the project area is projected to be 2,400 tons
in 1975 if the roads are built, as compared with 1,350 tons if they are not
built. Increases are expected to occur principally as a result of putting
increased acreage under cultivation and improving growing practices. Total
Malawi surplus production (i.e., exports) of groundnuts in 1965 was over
25,000 tons. A doubling of this level of production by 1973 is expected to
be marketed without difficulty. The Malawi nut is notable for being particularly
suitable for the confectionery trade and enjoys a premium price over oil-bearing
nuts.

Rice production is projected to increase to 550 tons in 1975 if the roads
are constructed, as compared with 250 tons if they are not. Over one-half the
5,500 tons of rice produced in Malawi in 1965 was exported. The export market
1s strong for rice and any future surpluses should be marketed without difficulty.

Increases in other cash crops for the domestic market are projected but
will account for approximately 20% of the value of the increased production
attributable to construction of the roads. Maize is the principal staple and
the tonnages projected to be marketed are as large as those of the export crops.
Pulses, cattle, and miscellaneous food crops will account for the remainder of
the increases in domestic marketings.

(2) Fish Marketings. To date the inadequacies of the roads in the project
area have discouraged efforts to increase the marketing of fish. As the
southern lake shore from Monkey Bay to Chipoka at present produces significant
amounts of fish for market, production is projected to increase if reliable access
is provided to the shore.

(3) Tourism. The Lake Malawi area offers significant tourism attractions
in that the water is free of diseases, there are good beaches, and the contrasts
of the lake shore, escarpment, and plateau are scenic. As both Salima and
Monkey Bay are already established recreation areas with beaches and accommoda-
tions, modest increases in tourism income are projected for the project area if
improved transportation is available. The tourism will be principally from
southern and central Malawi and from Zambia. There has been a significant
increase in package tours in east and south Africa. It is possible that Malawi,
and the project area specifically, will benefit from such tours in the future.

d. User-Savings. Considerable data are available on vehicle operating costs
in Malawi and Fast Africa. The national transportation of Malawi's survey provides
detailed information on vehicle operating cost experience in Malawi in recent
years. DBased upon this information, with heavy vehicle operating costs on bitumen
surfaces expressed as 1.0, operating costs on gravel and unimproved earth roads
are in a ratio of 1:1.2 and 1:2.0, respectively. The comparable ratios for light
vehicle operation are 1:1.3 and 1:1.65. Heavy vehicles are defined as buses and
trucks. The ratios for heavy and light vehicles are consistent with Zambian
experiences and with data collected by the Road Research Laboratory, an agency
of the United Kingdom Ministry of Transport which has conducted extensive
research into such costs in Africa since 1960.
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The cost of operating heavy and light vehicles in Malawl on the several
types of road surfaces is as follows:

Heavy Vehicles Light Vehicles
Ratio to  Cost/Vehicle  Ratio to  Cost/Vehicle
Surface Bitumen Mile Bitumen Mile
Bitumen 1:1 12,6¢ 1:1 9.7¢
Cravel 1.2:1 15.1¢ 1.3:1 12.6¢
Unimproved 2.0:1 23.2¢ 1.65:1 16.1¢

The savings per mile, therefore, in operating on gravel rather than on
unimproved roads 1s 8.l¢ for heavy vehicles and 3.5¢ for light vehicles. It
is anticipated that the GOM will bituminize the Balaka-Salima road by 1975;
thus from 1976 on user savings of 10.6¢ for heavy vehicles and 6.4¢ for light
vehicles has been applied for that section of the project.

The user-savings counted as benefits to the project are detailed in
Arnex V. They result from applying the above savings factors to the transit
traffic and to the local traffic that would otherwise have had to use the
existing roads. Transit traffic is computed on the basis of the SRC report.
The GOM believes that new data demonstrated that transit traffic will be
substantially higher than the SRC forecast. Unfortunately the GOM data is
not specific enough to prove any more than that the SRC assumptions are very
conservative. Thus, the transit forecasts may be assumed to be minimal,

e. Traffic Projections. Being largely developmental roads, there are
no historical data on traffic in the project area. The method used o
project traffic veclumes for a given period is to apply the experience of
other areas in Malawi that have approximately similar amounts of cash crop
marketings moving from them.

The average aniual daily truck traffic in such areas has been found to be
several times that needed to transport the crop tonnages, since the trucks are
used for other purposes than simply moving the crops. A relatively consistent
correlation was found to exist, however, between the volume of traffic and the
tonnage of cash crop marketings moving on the roads. Plotted on a graph the
pattern made by the daba for representative areas of Malawl fits a curve which
indicates that with higher levels of cash crop marketings the number of truck
movements which occur are proportionately less, reflecting increased efficiency
resulting from higher loadings. As this graphic relationship has withstood a
number of empirical tests, it is used as the basis for projecting truck traffic
ornn the project roads.
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In projecting light vehicle traffic, the proportion of light to heavy
vehicle traffic in a similar area 1s used as a point of departure. Before
being applied to the project area, these figures are adjusted to take into
account any unusual local conditions that may be reflected in them. The
adjusted Figures are then, themselves, adjusted to reflect local conditions in
the project area. Bus traffic projectlons are based on comparisons with
exlsting scrvice in Malewl and on interviews with franchised operators.

The following table summarizes the average annual daily traffic
projection for the project area for selected years. Detalled calculations
are contalned in Annex V.

PROJECTIONS OF AVERAGE ANNUAL DAILY TRAFFIC
(Number of Vehicles)

92 5 1985

Balaka-Salima

Trucks 98 119 146

Buses L 6 10

Autos 107 20k EE
Total 209 329 Th

Mua-Monkey Bay

Trucks 13 20 34

Buses 2 4 g

Autos 25 T 8

Total 10 '% 128

5. Benefit/Cost Computations. As was noted previously, benefits attributed
to the construction of the roads include both incrementel regional income and
user~savings.

The GOM plens to meke investments in feeder roads and increased develop-
ment services -- primarily agricultural extension work -~ in the project area
as the roads are built and opened for use. As these complementary investments
will be important factors in increasing regional income, a portion of the incremental
regional income 1ls attributable to them. The amount of the complementary GOM
investments is detailed in Annex VI, Page 2. By adding the present value of such
investments to the present value ot the project roads, detalled in Annex VI,
page 1, the value of the combihed investment responsible for the increased regionsl
incomes is found (Page 3 of Annex VI). For the Baleka-Salima area the comple-
mentary GOM investments are shown to be equal to'T%and 5% of the combined investment
when using discount rates ofi 6%and 12%. For the Mua-Monkey Bay area the proportion
of GOM investment to the total is 13%and 9% when using discount rates of 6%and 129,
On the basis of' these calculatlong the incremental income for these areas attributable
to the roads alone has been calculated (Page I of Annex VI).
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The cost of designing and constructing the roads and the cost Tactors
for maintenance are detailed in Annex II, "Technical Annex." The total cost of
the roads is presented in Annex VI, in which the streams of expenditures for both
capital and recurrent costs are discounted to 1968 present values of 6% and 127.
It will be noted that paving of the Balaka-Salima Road about 1971 is included in
the calculation, although paving may not take place until 1975.

The following table relates the proportions of the benefits and costs
of the project roads over the 20-year planning period, 1972-1991, discounted to
1968 present value of 6% and 129%.

19683 Present Value of Benefits and Costs of Project

Discounted at Discounted at
Benefits 6% 129
Balaka-Salima $14,790,000 $ 7,224,000
Mua-Monkey Bay 1,860,000 881,000
$1§:§§o:ooo $ §;;05:ooo
Costs
Balaka-Salima $ 5,982,000 $ 5,353,000
Mua-Monkey Bay 2,268,000 2,042,000
§ 8;2502000 $ 7:3§§:ooo
Ratio of Benefits:Costs 2.02:1 1.10:1

6. Internal Rate of Return - Econcmic Soundness. A calculation of the
internal rate of return - that rate of interest at which the present value of
the project’s costs equal the present value of the project's benefits - yielded
a result of 13.4%. (Shown graphically on Page 5, Annex VI) This compares
favorably with the cost of capital to the GOM.

After reviewing the economics of the project as summarized in above
sections of this paper the Project Committee has concluded that the project is
economically sound.

E. FINANCTAL ANALYSIS

1. Financial Requirements. The overall financial requirements for the
construction of the project differ for the construction alternatives, i.e. the
force account alternative requires less foreign exchange financing. Both of the
alternatives assume the use of United States equipment and materials and the use
of United States supervisory construction and engineering personnel. The financial
requirements for the alternatives are as follows:
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(a) Construction by a United Staler Firm

Forcisn hoeal )
bixchanye Coslr o ﬁ.‘ C ot
Supervisory
Engineering $ 600,000 $ 600,000

11,487 £,150,000

Construction 5,338,513 2,8
Total $5,938,513 (67.9%) m 11 (32.1%) 2,759,000 (100%)

(b) Construction by GOM Force Account (Per AID/W Estimate)

Supervisory Services

Frngincering § 840,000 $ - $  &40,000

Construction 1,050,000 - 1,050,000
feuiomon’. and

bntorials 20000 1,100,000 ,821,000
arp dorees ona

Contiaroneieg - 1,396,000 1,1ah, 000

L0000 (68.4%)  §2,596,000 (31.6%) &,no7 000 (Lowd)

2. Financial Plan. The cost of the first phase of the project desien
engineering, was borne by A.I.D. and the GOM: $200,000 (77%) by A.I.D. anc
$60,000 (23%) by the GOM. In A.I.D.'s discussions with the GOM on assisting
in the financing of the second phase of the project, construction, the following
formula has received tentative agreement. Should a United States firm be
avarded the construction contract A.I.D. would finance up to 80% of the construction
cost, but not over $7,000,000. A.I.D.'s share would cover all United States costs
and a portion, up to 50%, of local costs. Should construction be carricd out by
G0M rorce nccount, A,T.D., has indicated it would be prepared to consider financing
fnitcd States and local costs of equipment, materials and services and local cosls
poods and services of privately-owned firms. Under this urranpement U.3. f'inancin |
would be Limited ‘to (L) 504 of the totul loral cousts includ=ng GOM force accouné
expenditures and (1) not more thon 80% of the totul project costs or 7,000,000,
whichever is less. GOM sialur costs wovld be borne b the GOM ULhrough its recorrent
ond Nevelooment Proprvumme acerrnts. The [Cinenesal o'en ore che  Liernotives is
prezenved below.

Altermtive (u) Constrvetion b i Uibed il bug i
Unit, « Stales Local .
Lostes _Costs __ _Teted
A.I.D, $5,938,513  (100%)  $1,061,407  (38%) 7,000,000 (80%).

GOM - 1,750,000  (62%) 1,750,000 (20%)
Total $5,938,513 (Lo0%) 2,811,187 (100%)  §B,750,000 (100%)

Alternative (b) Construction by GOM Force Account

A.I.D. $5,621,000 (100%) $ oul,600  (37%) $6,565,000 (80%)
1,641,400 1,641,400 (20%)

GOM 63%
Total $5,621,000 (1o0%) $2,586,000 (io&ég $8,207,000 (100%)
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The proposed loan authorization is predicated on the requirements
called for under the alternative with the larger amount of United States costs,
i.e. alternative (a). The Loan Agreement will be drawn appropriately for the
alternative which by that time will have been determined.

3. Local Cost Financing. With its current dependence on U. K. budgetary
support, the GOM will have serious problems in financing all of the estimated
$2.8 million of local costs of Phase II construction of the project. Between
1966 and 1969 the U. K. expects to finance about one-third of the GOM recurrent
budget and the GOM itself is expected to be able to finance only one-seventh of
the development budget. The U. K. is also financing approximately 40% of the
proposed $76,000,000 four-year development budget. The allocation for roads
within the total is $16,000,000. All but $3.4 million is earmarked for specified
priority projects. The $3.4 million remainder is earmarked for feeder road
construction in agricultural producing areas, and it is under this budgetary
provision that the Lake Shore Road project would have to be accommodated. The
"crop extraction road" program is considered a key area of investment by the U. K.
because it offers feeder road prospects of relatively fast pay-out., The entire
U. K. contribution to the development budget for roads ($1.4 million) is earmarked
for this program.

The GOM expenditures for the feeder road program related to the IBRD/IDA
loan will occur at the same time as would those projected under the A.I.D. project.
To finance all of the $2.8 million of local costs for the A.I.D. project at the
same time the IBRD/IDA program is under way would be difficult. The U. K. has
consistently noted that with Malawi's budgetary problems it will be essential for
external donors to finance local costs of development projects.

k. Other Sources of Financing. The GOM has pursued a policy of presenting
specific projects for specific donors, e.g. water transportation services has
been the sphere designated for Danish assistance. However, the Lake Shore Road
en toto is being financed by four parties - IDA, United States, Federal Republic
of Germany (FRG) and the GOM. The International Development Association is providing
assistance for construction of a road from Zomba to Lilongwe, some 180 miles; the
portion of the IDA project from Zomba to Liwonde (some 5C miles) will form the
southern end of the Lake Shore Road. IDA assistance of $h99,000 was granted in
1966 for the design of the IDA project-road. A follow-on 50-year credit of $11.5
million was granted in February 1968 to assist in construction financing of the
road. The total cost of the IDA project is estimated by IDA to be $13.7 million,
thus the GOM financed portion of the project will be about $1.7 million. (The
IDA also granted two other credits to Malawi in February 1968. The credits,
totaling $9.7 million, are for two crop improvement projects. Other proposals are
being developed for IDA consideration,) Under 1966 and 1967 loans totaling $2.5
million the FRG is assisting in the financing of the construction of about 48 miles
of roadway at the extreme northern part of the Lake Shore scheme. These loans
follow an earlier FRG loan of $1,225,000 which also was utilized for constructing
roads north of the project area. The U. K. continues to provide a substantial
amount of annual budgetary assistance to Malawi. These resources are utilized for
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developmental and recurrent expenditures. U. K. funds will be utilized to develop
feeder roads in in the project area.

The following is a summary estimate of external assistance covering
the 1964-1969 period: West Germany $15,000,000 in loans; Denmark $2,100,000 in
loans; the United Nations $1,300,000 in technical assistance; Canada $700,000
and the Republic of China $26,000 (U. K. not available, but probably in excess
of $75,000,000)., Despite pressures, Malawi has resisted offers of assistance
from the U.S.S.R. and Communist China on ideological grounds.

During preliminary negotiations, A.I.D. attempted to interest the GOM
in obtaining Africa Development Bank assistance for the construction phase of the
project, The GOM gave serious consideration to this suggestion, but it concluded
that it could not afford the interest rates (63%) normally charged by the ADB.

By and large, the GOM makes effec :ive use of its channels of foreign
assistance. The Project Committee believes that the GOM has nearly maximized
the assistance it can get from its potential donors and thus it would be
extremely difficult at this time to place the subject project in other hands.

5. Repayment Prospects. The basic economic situation of Malawi remains
not strong. Malawi is one of the smallest and poorest countries in Africa. Its
population of four million has one of the lowest per capita incomes.in the world --
around $51. No large mineral resources are available. One-fourth of the male
labor force is employed outside the country, mainly in Rhodesia, South Africa and
Zambia. The main potential for growth and for revenue lies in agriculture. Even
here, the long-run problem is the development of good farm land relative to
population growth which is estimated at 3% annually. Malawi is making intensive
efforts to increase agricultural yields. There is also some potential for
expansion in the industrial sector and several small manufacturing industries have
been established in the past two years, Tourism and transit trade from Zambia and
between the Eastern and Western Provinces of Mozambique also offer some potential
for increasing cxternal earnings. At present Malawi's revenues are derived
principally from agricultural exports and import duties on manufactured goods.

Malawi's annual deficit of about $13-~14 million is being met by the
U.K. Prospects for reducing this deficit to about $4,000,000 by 1970 appear
encouraging according to the latest estimates.

Malawi's projected economic expansion is estimated at 6-7% annually
over the next decade. This rate of growth, however, is contingent on continued
political stability, efficient administration and continued external assistance.
Financially Malawi is currently dependent upon the United Kingdom. In the 1967
financial year $12,500,000 was provided in support of her regular expenditures
of $46,300,000; and $7,000,000 of the $15,000,000 development budget. In addition
to the budget support, the U. K. provided $11,000,000 in technical assistance
grants.
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MALAWI: Lake Shore Road (Phase II - Construction)

For 1968, expenditures on recurrent account are forecast at $49.2
million. Development estimates provide for a record expenditure of $19.6 mil-
lion, of which 50% will be split equally between agriculture and transportation.
Education accounts for half the increase over 1967, which has been kept to a
minimum to reduce Malawi's budget deficit. Public sector capital expenditure
will amount to $26.4 million--nearly twice as much as in 1967--of which a record
$19.2 million will come from abroad.

Domestic revenue is estimated at $27.5 million, while $12.7 million
is available from the United Kingdom (including budgetary aid of up to $7.9 mil-
lion). Customs duties on alcohol, cigarettes and gasoline were increased, and
changes in company taxation mean that nonresident companies will pay proportion-
ately more of their company tax to the Malawi Government and less to the govern-
ment of the country in which they are registered. In addition, the Brussels
system of valuation of imports on the basis of landed cost is to be adopted; for
the imports affected by this change it is expected that customs revenue will be
increased by about 10%.

Thus, over the short-term, Malawi will be dependent on external sup-
port. However, a substantial share of this support is going into long-term
social investments which auger well for Malawi's future. Given (1) the agricul-
tural potential of the country; (2) the progress taking place in development;
(3) the continued support of the European. donors (particularly the U.K.); and
(4) the terms of the proposed loan, the Malawi Government should be capable of
repaying the loan.

F. Other Factors

1. Impact on the United States Economy and Effect on Private Enterprise.

The loan will have a favorable effect on United States business. Procurement of
most of the project's egquipment, materials and staff services will be of United
States source. Malawi has not had the benefit of exposure to United States
business and construction techniques; now this opportunity will be provided.

2. Effect on the United States Balance of Payments.

All loan proceeds will be tied to United States procurement of goods and services.
In the case of the United States costs, procurement will be reimbursed through
loan proceeds; local costs will be reimbursed through use of a Special Letter of
Credit for United States purchases.

A.I.D. has had discussions with the GOM on utilizing the anticipated Special
Letter of Credit. The GOM understands that the Special Letter of Credit cannot
be used to finance UN or Embassy expenses. The GOM Ministries of Finance and
Works have expressed the intention of using the Credit for the purchase of mater-
igls and equipment for various Government construction projects, including those
parts of the Lake Shore project which are to be constructed by the Government.
The GOM appears particularly interested in the purchase of construction equipment
and culverts for those road projects., Any such purchases would be additional to
the existing low level of Malawi purchases in the United States.
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3. Conditions and Covenants.

None
k. Issues.

None
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For 1968, expenditures on recurrent account are forecast at $49.2
million. Development estimates provide for a record expenditure of $19.6 million,
of which 50% will be split equally between agriculture and transportation.
Education accounts for half the increase over 1967, which has been kept to a
minimum to reduce Malawi's budget deficit, Public sector capital expenditure will
amount to $26.4 million-- nearly twice as much as in 1967 -- of which a record
$19.2 million will come from abroad.

Domestic revenue is estimated at $27.5 million, while $12.7 million is
available from the United Kingdom (including budgetary aid of up to $7.9 million).
Customs duties on alcohol, cigarettes, and gasoline were increased, and changes
in company taxation mean that nonresident companies will pay proportionately more
of their company tax to the Malawi Govermment and less to the government of the
country in which they are registered. In addition, the Brussels system of valu-
ation of imports on the basis of landed cost is to be adopted; for the imports
affected by this change it is expected that customs revenue will be increased by
about 10%.

Thus over the short-term Malawi will be dependent on external support.
However, a substantial share of this support is going into long-term social
investments which auger well for Malawi's future. Given 1) the agricultural
potential of the country; 2) the progress taking place in development; 3) the
continued support of European donors (particularly the U.K.); and U4) the terms
of the propcsed loan, the Malawi Government should be capable of repaying the loan.

F'. Other Factors

1, Impact on the United States Economy and Effect on Private Enterprise.
The loan will have a favorable effect on United States business. Procurement of
most of the project's equipment, materials, and staff services will be of United
States source., Malawl has not had the benefit of exposure to United States
business and constructicu techniques; now this opportunity will be provided.

2. Effect on the United States Balance of Payments. All loan proceeds
will be tied to United States procurement of goods and services. In the case of
United States costs, procurement will be reimbursed through loan proceeds; local
costs will be reimbursed through use of a Special Letter of Credit for United
States purchases.

3. Conditions and Covenants. None.

L, 7Issues. None.
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May 23, 1968
TECHNICAL ANNEX ay 23, 19

A. Descriptlon of Project

The project consists of the construction and supervisory engineering for
two sections of Malawi's Lake Shore Road System.

1. Balaka-Salima Sectlon. The 90-mile Balaka-Salima section extends in
a north-south direction parallel to and west of the existing railroad. The
proposed construction will replace a sub-standard existing seasonal road with
an engine.red all-weather route. There are nine major bridges required for
this section., Construction of this section will be to the Malawi Class I design
standards consisting of a 38-foot embankment with a six inch gravel wearing
surface. This width is such as to be adaptable to future surfacing providing a
22-foot carriageway with two five-foot shoulders. The staged development for this
section, providing such surfacing, could be justified on a traffic volume basis
in the early 1970s.

2. Mua Mission-Monkey Bay Section. The second section extends easterly from
Mua Mission on the Balaka-Salima Road for about 36 miles to a junction about ten
miles south of Monkey Bay on the north-south Monkey Bay-Fort Johnston Road.
Except for a section of about 12 miles between Mua Mission and Sosolu, the
proposed route replaces a poor existing district road. Two major bridges are
included in the construction of this section. The road design is in conformance
to Malawi Class III design standards consisting of a 30~-foot embankment with a
six inch gravel wearing surface. This standard ultimately provides an 18-foot
carriageway and two three-foot shoulders. Anticipated traffic and benefits do
not support bituminous surfacing before 1985.

B. Design Standards

The standards and designs proposed for construction on this project are
consistent with design standards adopted by other East African countries.
Twenty-two foot carriageway widths and two five-foot shoulders are standard
for construction of primary routes (Class I) in the neighboring countries of
Zambia, Rhodesia, Tanzania, and South Africa. Design is such as to satisfy a
9,000 pound wheel load, this specification also being consistent with African
and United States practice. Materials of construction including cement, steel,
and aggregates conform to quality standards adopted for road and bridge
construction in the United States. All work will be carried out in accordance
with specifications equal to or comparable to those of the American Association
?f St:;.te Highway Officials (AASHO) and American Society of Testing Materials

ASTM).

Bridge designs have been completed to the AASHO HS 20 - 4h specifications.

A clear curb-to-curb width of 24 feet and two l% foot walkways comprise the
bridge cross section.
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C. Costs

1. Construction. Following completion of detailed plans and designs,
the consulting engineers developed comprehensive construction cost estimates.
These cost estimates are itemized in section L below. Considering both classes
of route design, the construction cost ($7.2 million) breaks down to about
$57,100 per mile. This per mile cost Is consistent with construction experience
in Africa where costs vary from $45,000 to $65,000 per mile for gravel roads and
from $65,000 to $100,000 per mile for surfaced routes. The major factors causing
the variability of cost are the quantity of bridge and drainage siructures required
and the extent of earthwork which, in turn, depends upon the terrain encountered
along the route.

2. Engineering. The consultant engineers' costs for construction supervision
are estimated at $§O0,000. These services include provision of six U.S. engineers
to supervise construction and carry out the necessary inspections and investigations
over the 30-month construction period. Based upon the maximum utilization of all
six engineers, over the 30-month period, the average man-month cost is $3,340
(average annual salary of $16,500 per man). This average man-month cost is
comparable to provision of similar U.S. expertise on other African road projects;
e.g., the Tanzania Great North Road supervisory engineering costs average $3,390
per man-month.

3. Right of Way. Right-of-way costs have not been included in the project
calculations above since they presumably are negligible and would be of the order
of ES50 per mile or about $15,000 for the entire 126 mile length.

4, Cost Summary. Project cost data are summarized below, as follows:

U.S. Costs Local Costs Total
Construction:

1. Preliminary & Mobilization $2 gtg,gug $ 575’258 $;,h1u,222

2. Roadway & Earthwork ,09 56,9 ,903,61
3. Structural 11018,391 u9u:126 1,512,517
L, Drainage 825,183 279,163 1,10k4,346
5. Variability in Cost Estimate-5% 176,797(68%) 88,000(32%) 264,797

(Ttems 2, 3, and 4) 5 i}
7,200,000

*6. Contingencies-13%(Items 1-5) 30 ooo(66% 20 ooo(3u%) 950,000
$5, 338,51 2,811, $8, 150,000
7. Engineering 600,000 600,000
Total Project Cost $5,938,513(68%) $2,811,E87(32%) $8,750,000

* A ESHtingency item amounting to about 13% of construction cost has been added
by AID/Washington to finance indcterminate costs and risks which might arise
as a consequence of there being no previous experience of a U.S. contractor
working in Malawi.
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D. Maintenance

Maintenance costs for the proposed road system were based upon an anslysis
of studies conducted by the Road Research Laboratory of Great Britain and
maintenance cists of similar roads in other East African countries. Since
traffic volume has a direct influence on maintenance costs, annual figures for
maintenance on the gravel roads proposed in this project vary from $1,100 to
$1,700 per mile,dependent upon initial and anticipated traffic.

When traffic volumes reach levels of 150 to 200 vehicles per day, the costs
of gravel and bituminous surface maintenance are comparable. The estimated cost
for double bituminous surface treatment is $10,000 per mile. This must be
evaluated against available maintenance funds in arriving at a determination as
to when the resurfacing would be most opportune.

The GOM has indicated °‘tc desire to carry out a single surface treatment
to the 90-mile Balaka-Salima section immediately after completion. This
improvement would add an estimated $3,000 per mile materials cost to the project
or a total of $270,000. Such an improvement, howevey, would result in savings
of gravel maintenance costs, which otherwise range from $1,100 per mile per
year (including periodic regraveling) for an initial 1972 traffic volume of 209
vehicles per day to $1,700 per mile per year for volumes of about 329 vehicles
per day in 1975. In contrast, maintenance of a bituminous surface for a volume
of 329 vehicles per day amounts to about $200 per mile per year regular
mairtenance and a $2,500 per mile resurfacing every five years.

Since the 36-mile Monkey Bay-Mua Mission section has an initial (1972)
traffic volume ectimate of 4O vehicles per day, the estimated annual
maintenance cost would be about $600 per mile (includes regraveling every five
years). This cost would remain relatively constant up to traffic volumes of
150 vehicles per day, which, in the case of this section would not be attained
before 1985.

The last summary, included as an attachment to this annex, makes provision
for a bituminous sucface in 1972 ($270,000) and $675 per mile per year
maintenance until 1975 when this cost increases to $690. In 1980 it will reach
$750. The above noted gravel maintenance costs have similarly been included
for the Mua Mission-Monkey Bay route section.
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E. Alternative Methods of Construction

1. Competitive Bids - U.S. Contractors. The consulting engineering firm of
Tippetts-Abbett-McCarthy and Stratton (TAMS), 1s carrying out design services
financed under A.I.D. Ioan 612—H-OOl, prequaliffed about 19 U.S. contractors to
bid on the construction of the Lake Shore Road. Prequalification conferences
were held by TAMS in February 1968, at which time GOM public works officials
discussed the project with the prospective bidders. The IFB has been issued to
the prequalified bidders and the bid openring date is scheduled for June 3, 1968.

2. Construction by GOM Forces. Past experience with U.S. contractors
bidding on heavy construction projects in Africa has indicated a reluctance on
the part of the contractors to take on additional work. Their submission of
tenders has frequently involved bids that exceeded the engineers' estimates.

In such cases, engineers' estimates have been verified as to reliability and
AID/w concluded that U.S. contractors sometimes place too high a cost for their
acceptance of contracts in Africa. This has resulted in many recent cases in
A.I.D. establishing a ceiling defining the highest responsive bid. Such action
insures that only seriously interested contractors submit bids. This ceiling

is usually set through A.I,D. discussions with the project's consulting engineers
and host country representatives. In the case of the Lake Shore Road, a

ceiling of $7.2 million has been established by TAMS and GOM and approved by
A.I.D./Washington.

In the event that no responsive bid is received -- that is, no responsive
bid lower than $7.2 million--consideration has been given to construction by
force account. The GOM now has three operational Road Development Units (RDUs)
which have performed satisfactory construction on several major Malawi highway
links. One example is the recently completed 48-mile Balaka to Fort Johnston
Road which traverses similar terrain to that of the lake Shore Road route.
Additional construction is being carried out by the RDUs in the mountainous
coastal region near Kota-Kota.

It is provosed by the GOM that, shiould force account work be necessary,
RDUs 1 and 2 be combined to carry out the work. External assistance will be
required to provide equipment, materials, and personnel to provide the staff
necessary to supervise and carry out the construction.
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The GOM has made estimates of the items of cost for force account
construction and these are summarized as follows. The COM estimated that
the job could be accomplished by force account in the same 2% years required
by a contractor, however, A.I.D./Washington believes a 3% year perilod is
more realistic. The cost summary in section 5 below compares the two force
account cost estimates.

1. Eguipment. Although much of the equlpment now used by the RDUs will be
assigred to force account construction; the construction period will require a
full spread of equipment which, if work were accomplished by a U.S. contractor,
would be generally depreciated over the 1life of the project. Under these
conditions, it should be assumed that a full spread of new construction
equipment would be required and similarly depreciated over the force account
period. The cost of all this equipment is estimated to be about $1,800,000,
to which must be added parts for both the existing U.S. and new equipment.
Based upon the $7.2 million estimated construction cost, 25%-30% of the cost
can usually be considered invested in equipment. The $1.8 million cost in this
estimate is 25% of the construction cost estimate. The lower limit was selected
since the GOM would use some existing equipment. All new equipment and parts
will be procured in the United States. The equipment cost item, including U.S.
shipping costs is listed in section 5.

2. Materials. The proposed design provides for the construction of about
$2.6 million in bridges and drainage structures. Of this estimated cost
{prepared by TAMS) A.I.D./Washington estimates that there will be about $1,000,000
for steel to construct structures and culverts. These materials will be procured
in the U.S. Cement would also be an import item.

3. Techrical Assistance. Although the GOM has a proven road construction
capability in its RDUs, the scope of work to be undertaken for the Lake Shore
Road exceeds their present experience in terms of size of project. It is,
therefore, necessary that additional expertise be provided. This assistance would
be of two types:

a. Supervisory Engineering. The number of U.S. engineers would be
similer to that required for contractor construction to insure that proper
construction methods and procedures are followed in carrying out the work. This
assistance could be provided by a U.S. engineering consultant.

b. Construction Cadre. This type of expertise would be similar to
that normally provided by the construction contractor and would include such
expertise as construction foremen, equipment mechanies and operators. This
assistance could either be provided by a construction contractor or secured
on an individual basis from the U.S. construction trade. The GOM manpower
estimate as compared to the A.I.D./Washington estimate is:
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General Superintendent 1 1
Mechanical Superintendent 1 1
Earthmoving Superintendent 1 1
Bridge Superintendent 1 1
Cost Accountant 1 1
Heavy Equipment Specialist 2 Mechanic 2
Foremen

Heavy Equipment Operators 2 3

9 Layout Party 2
Chiefs 12

L, Local Custs. In addition to salaries and wages for the GOM RDU
personnel, local GOM financing would be required for: parts of non-U.S.
equipment, POL, local transport, subcontracts for local services and
miscellaneous materials.

5. Cost Summary - Force Account Alternative
A}D/W Est. GOM Est.
a. U.S.Costs 5 Yrs. = Yrs.
(1) Equipment:(New) $1,§oo,ooo $ -
Transport (20%) 360,000 1,880,000
Parts, New Equipment(15%) 270,000 70,000
Parts, Existing U.S. Equip-
went (L.S.) 141,000 141,000
$2,571,000 $2,491,000
(2) Materials:
Steel $1,000,000 $ 924,000
Other 100,000 -
Transport 50,000 --
$1,150,000 $ 924,000
(3) Technical Assistance: $ $
Engineering Supervision
6 men @ $40,000/yr. 840,000 500,000
Construction Cadre
12 men @ $25,000/yr. 1,050,000 731,000
$1,890,000 $1,231,000
Subtotal U.S. Cost 5,611,000 4,646,000
b. Local Costs
Salaries & Wages $ 750,000 $ 528,000
Materials & Camps 350,000 330,000
POL 600,000 412,000
Transportation (Local) 60,000 60,000
Subcontracting & Non-US Parts 90,000 86,000
$1,850,000 $1,416,000
Contingencies (10%) 746,000 NONE
Subtotal GOM Cost $2,596,000 $1,416,000
Total Estimate Force Account Cost $8,207,000 $6,062,000
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F. Technical Soundness

In terms of construction by U.S. contractors, the cost estimates
prepared by TAMS (see Annex IV) appear reasonable. However, the Force
Account alternative 1s subject to greater cost variations caused by
unpredictable conditions during construction. One such condition is the
length of time needed for construction. (A.I.D./Washington assumes a 3%
year period compared to the 2% year period assumed by the GOM) Other
conditions which might arise to affect the force account work schedule are:

1) Emergency need for alternative use of GOM labor force.

2) Delays due to labor inexperience, e.g., training,improper repair
maintenance equipment.

3) Labor disputes among engineer, contractor, and GOM forces.
4)  Equipment and parts procurement and utilization.

These conditions are mostly reflected in the length of time required for
project completion. The GOM cost estimates for force account work have therefore
been increased as follows:

a) $659,000 for U.S. technical assistance.
b)  $434,000 for local costs of salaries, wages, and POL .

c) $746,000 to cover a 10% contingency for overruns in quantities and
work items.

In view of the many factors affecting construction by force account, the
foregoing construction estimate of $8,207,000 is less reliable than the cost
estimate for construction by 2 U.S. contracl¥r., The twe costs are compared below:

Force Account
U.S. Contractor (AID/W Est)

1. U.S. Costs
Construction Supervision $ 600,000 $ 1,890,000
U.S. Materials, Labor,
721,000

Profit, etc. 5,338,513 3
Total U.S. Costs $5,938,513 (68%) $5,611,000 (68.5%)
2. Local Costs $2,811,487 (32%) $2,596,000 (31.5%)

Total Construction $8,750,000 $8,207,000
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May 23, 1968
COUNTRY TEAM'S FAA 611(e) CERTIFICATION

The following was submitted by cable (Blantyre Priority 2132 - TOAID 398):

"Pursuant to Section 611(e) of the Foreign Assistance Act of 1961 as
amended, we, Marshall P. Jones, United States Anbassador to Malawi
and Thomas A. Moser, A,I.D. Affairs Officer do hereby certify that
in our respective judgements, the Government of Malawi has the
capability, both financial and human, to effectively maintain and
utilize the capital project proposed for A.I.D. loan financing, i, e,
that portion of the Lake Shore Road extending approximately from
Balaka to Salima and from Mua Mission to Monkey Bay.

This judgement is based upon the following considerations:

1. The two A,I.D. financed capital projects in Malawi, the Malawi
Polytechnic and the Bunda Agricultural College have been fully
utilized and well maintained.

2. The standards of road maintenance in Malawi are among the highest
in tropical Africa, an opinion which is shared by the A,I.D. Regional
Engineering Office/Nairobi.

3. Under the leadership of Dr., Banda, there is no indication that
the favorable climate will change.

Certified to May 15, 1968 by: Thomas A. Moser, AAO and Marshall
P, Jones, Ambassador."
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REGIONAL INCOME PROJECTIONS

Income in the project area is measured in terms of the value of
cash crop marketings, fish marketings, and tourist expenditures. Projec-
tions have been made for each of these categories on the assumption of the
project roads being built or not being built. It is assumed that in the
latter case some up-grading of the existing roads would occur over the
planning period as a result of local maintenance efforts. Production of
cash crops and fish is projected in tons and then valued at current prices,
which is the assumption on which all costing of the project has been
performed.

1. Agricultural Produce Marketings. In estimating the potential
for increased cash crop production in the project area, an inventory of the

physical and human resources of the area was made.

Eighty-five percent of the land in the Balaka-Salima and Mya-
Monkey Bay areas were found to be arable but of the arable acreage only 22%
of the former and 6% of the latter are under cultivation. As the areas are
lightly populated, the density being only 98 and 30 per square mile, respec-
tively, land will not be a limiting factor to development of agricultural
production. Feader roads will be required, however, if increased acreage is
to be brought under cultivation. In assessing the capacity of the population
to absorb new knowlege and techniques and increase their productivity, the
consultants had the benefit of two recent statistical samples of farm
households. The samples were taken along the lake littoral and in areas
adjacent to the trunk road on the plateau, respectively, each covering 55
farms., Tribal characteristics of the samples were concidered to be compar-
able. The lake littoral households were shown to have roughly one-half the
education and cash income of those on the plateau and to have an even lower
proportionate level of technical knowledge and resources. This low level
of development of the human resources has been taken into consideration in
making the production projections.

The consultants' review of institutional resources in the
project area considerel the overall economic environment within which the
economic development is expected to occur. It included specifically the
agriculture and fisheries programs of the Ministry of Natural Resources,
the GOM marketing board, agricultural credit facilities, and the land tenure
system. OSpecial attention was paid to the GOM facilities and plans for
training agricultural extension personnel and to its agricultural research
program. Estimates were made of the level of GOM development expenditures
that could realistically be expected to occur in the project area during the
planning period.

UNCLASSIFIED



UNCLASSIFIED

ANNEX IV
Page 2 of 5

Projections of production of each crop for each area are
detailed in the attachment to this Annex. Among export crops cotton
is estimated to have the greatest potential. Large production increases
over a relatively short period appear possible owing to the fact that it
appears feasible for farm families presently producing cotton to increase
the average acres under cultivation from one up to five and the average
yield from 200-400 pounds an acre to on the order of 1,500 pounds. The
principal new input required is the introduction of pesticide spraying
techniques. The GOM program for the development of cotton production
provides for spraying demonstrations, a service to trace the incidence
of pest infestation, and extension centers. Historically, two-thirds of
the Malawi cotton production has been exported to Rhodesia and England.
Rhodesia has recently become self-sufficient in cotton but the decrease
in this market is expected to be offset in part by a newly-established
textile mill in Malawi. As Malawi cotton is of high quality, increases
in exportable production are expected to be able to compete successfully
in the world market.

As with cotton, major increases of groundnut production are
technically feasible at modest increased cost if more land is opened up
by feeder roads and development services are provided. The Malawi ground-
nut is a special variety which is popular in the confectionery trade and
commands a premium price over varieties used to produce vegetable oil.

The world market for this variety is projected as being sirong and growing.

Rice production is projected as increasing until 1975 at which
time further increases are expected to be limited by lack of additional
suitable land on the lake shore which can be exploited without capital
investment in water control and irrigation facilities. Approximately
one~half the present marketings of rice are exported to Rhodesia, which
is considered a large and growing market, but there are numerous markets
~-in Tanzania and India, to cite two--which are able to absorb far more
tonnages of rice than the tonnages now being shipped from Malawi. Rice
is also important as a cash crop for the domestic market. The GOM is en-
couraging increased rice production and is receiving modest technical
assistance from Taiwan.

Maize is the principal cash crop expected to be produced for the
domestic market. Miscellaneous products such as pulses (beans and peas),
casava, sorghum, sesame, and castor are projected to become more widely
produced in the project area, especially on farms concentrating on cotton
and tobacco production where the diversification they orffer is desirable.
While Malawi is generally self-sustaining in food production, its margin
of safety is narrow and hunger has been widespread during lean years.
Therefore, production from the project area for the domestic market is
expected to be absorbed without difficulty.
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Livestock marketings are projected to increase since there is
ample uncultivated land for grazing and since tsetse fly eradication is
expected to have been completed about 1970. The southern lake shore is
favorably located with respect to the heavily populated Southern Region
which is the principal market for meat. This market has historically
had to depend heavily upon the plateau as a source. All the projected
increases in cattle production will be for the domestic market.

2. Increased Fish Marketings. By providing improv.d access
to the lake shore, the northern part of the Balaka-Salima and Mua-Monkey
Bay >~ "sare expected to result in a doubling of the tonnage of fish
marketed from the project area during the planning period. Of an esti-
mated 7,000 tons of fish caught annually in Lake Malawi, 15% has been
caught along the southwestern shore between Monkey Bay and Chipoka. The poor
quality and reliability of the roads upon which the fish must be marketed
have discouraged efforts to increase fish marketings. All of the projected
production is expected to be marketed within Malawi. The following table
illustrates the production projections:

Projections of Fish Production

Average
Annual Road Not Constructed Road Constructed
Area 1962 - 1964 1972 1975 1985 1972 1975 1985

Tonnage
Balska-Salima 250 450 550 600 720 970 1,460
Mua-Monkey Bay 500 900 1,100 1,200 1,000 1,300 1,500
Total 750 1,350 1,650 1,800 1,720 2,270 2,960
Value (000 omitted)

Balaka-Salima $ 31 $53 ¢ 64 $ 70 $8 $112 $172
Mua~Monkey Bay 59 106 129 140 118 154 176
Total $ 90 $159  $193 $210 $203 $266  $348

3, Tourism. The Lake Malawi area offers significant attractions
to tourists. The water of the lake is free of bilharzia and crocodiles and
there are a number of attractive beaches. Swimming, sailing, and fishing are
all possible. Within an hour's drive from the western shore, the escaroment
and plateau offer contrasts in elevation with mountains up to 5,500 feet
above the level of the lake, modest game reserves, and attractive scenery.

Due to Malawi's isolation, the near-term econon.c potential
of tourism is modest. Nevertheless, the lake share is expected to attract
significant numbers of tourists from within Malawi and from neighboring coun-
tries, especially in the latter part of the planning period. Good beaches
and modest hotel facilities presently exist at Monkey Bay and Salima,
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The following table illustrates estimates of the increases
in tourism that may result from construction of the overall Lske Shore
Road. An expenditure of $14.00 per tourist per day is assumed.

Tourism Projections

Road Not Constructed Road Constructed
1972 1975 1985 1972 1975 1985

Number of Tourists Per Day 10 20 50 25 40 100
Total Annual Expenditures
(000 omitted) $51  $102  $255 $128 $204 $511

Most of the increased expenditures will occur in the project area through
1980 with some 20% thereafter being attrilutable to the Lake Shore north
of Salima., The incremental income as allocated to the roads is as follows:

(000 omitted)
1972 1975 1985
Balaka-Salima $57 $ 75 $190

Mua-Monkey Bay 20 21 66
$77 $102 $256




Projections of Agricultural Produce Marketings®*

Balaka-Salima Road Mua-Monkey Bay Road
Volume {Tons) Value {000 omitted) Volume (Tons) Value (000 omitted)
Road Not Road Road Not Road Incremental Road Not Road  Road Not Road Incremental

Built Built _Built Built Income Built Built _Buillt  Built Income

1972 Cotton 900 3,240 $120  $ 435  $315 553 936 $ 74  $127 ¢ 53
Groundnuts 700 1,440 82 167 85 85 144 9 17 8

Rice 200 360 8 16 13 - - - - -
Tobacco 700 700 359 359 - 255 255 131 131 -—
Pulses & Misec. 400 T20 28 52 24 170 170 12 12 -
Maize 1,500 2,880 42 80 38 - _— - - -—
Cattle 20 20 1 1 == -= hinciond - — =
Totals 4,620 48,630 $640  $1110  $475 1,063 1,505 $226 4287 461

1975 Cotton 1,050 4,170 $140 $ 560  $420 680 1,242 $ 91 $168 $ 77
Groundnuts 1,000 2,085 115 238 123 340 340 40 40 -

Rice 250 556 11 28 17 - - - -— -
Tobacco 700 700 358 358 - 255 255 131 131 -—-
Pulses & Misc. 800 1,390 56 97 41 204 270 14 19 5
Maige 2,000 4,170 56 117 61 - - - - -
Cattle __400 695 17 28 11 17 27 — 1 ==
Totals 6,200 13,765 $753  $1426  $673 1,49€ 2,134 4277  $359 & 82

1985 Cotton 1,500 7,280 $202 ¢ 979 $777 1,008 2,079 $136 $280 $144
Groundnuts 1,500 3,640 171 419 248 630 630 72 72 -

Rice 250 556 11 28 17 -— - - - —_
Tobacco 700 700 358 358 - 255 255 131 131 -
Pulses & Misc. 1,000 2,730 70 189 119 315 630 23 Ll, 21

Maize 2,500 7,280 TO 202 132 -— - -- - --
Cattle 800 1,820 3k 76 _42 42 189 5 8 3
Totals 8,250 24,006 $916  $2251 §1335 2,334 3,783 $ 367  $535 $ 168

¥ Omits minor crops

G Jo G a3=g
AL XAINNY

THIAT SSYIONN



UNCLASSIFIED
AID-DIC/P-T11
ANNEX v

Page 1 of b

May 23, 1968
TRAFFIC PROJECTIONS AND USER SAVINGS

As is explained in Section D.4.b the tonnage of cash crop and
fish marketings moving on the project roads provides the bagis for calculat-
ing the traffic projections. The tonnages of local production of such
commodities projected in Annex II, "Regional Income Projections' for the
Mua-Monkey Bay road are the basis of truck traffic projections for it.

On the Balaka-Salima road transit tonnages must be added to
the originating tonnages to provide the basis for truck traffic projections.

The following table illustrates the cash crop tonnages projected
to move on the Balaka-Salima road. The Dwangwe River-Nkhota Kota-Salima
traffic is from the northern segments of the lake shore road. The "Plateau"
traffic is tonnage which originates on the plateau sufficiently close to
Salima to make it more economical to use the Balaka-Salima road than roads
on the plateau for north-south movements. The Mua-Monkey Bay figure is
tonnage which originates on the western half of that road.

Cash Crop Tonnages Moved on Balaka-Salima Road

(Tons)
1972 1975%* 1985
Dwangwe River-Nkhota Kota 1,825 2,120 2,400
Nkhota Kota-Dwangwe River 2,700 4,850 7,400
Plateau-Salima 4,000 6,900 10,500
Mua-Monkey Bay 1,505 3,430 5,280
Total Transit Traffic 10,030 17,300 25,580
Balaka-Salima 9,360 14,740 25,470
Total Traffic 19,390 32,040 51,050

These tonnages provide a basis for projecting total traffic ton-
nages. The total tonnage of transit traffic is estimated to be at least
175% of crop transit tonnage. Input tonnage in the project area will average
125% of output traffic; i.e., total traffic will be 225% of crop tonnages,
during the areal developmental period of 1972-1980, thereafter total traffic
will be abcut 175% of the crop tonnages.

The following table illustrates the truck,bus, and light vehicle
traffic projected for the project roads according to the method described
in Section D.4.b and above.

* Assumes railway line abandoned 1972-1975.
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PROJECTIONS OF ANNUAL AVERAGE DAILY TRAFFIC

1972 1975 1985
Balaka-Salima Road - 90 milesg
Trucks 98 119 146
Local 77 94 118
Incremental (42) (55) (71)
Existing Traffic* (35) (39) (47)
Transit 21 25 28
Buges# 4 6 10
Local 2 2 4
Transit 2 4 6
Light Vehicles 107 204 318
Local 57 114 188
Incremental (20) (50) (80)
Existing Traffic* (37) (64) (108)
Transit 50 ___ 90 ___ 130 ___
Totals 209 329 414
Mua-Monkey Bay Road - 36 miles
Trucks 13 20 34
Local 13 20 34
Incremental (8) (12) (21)
Existing Traffict (5) (8) (13)
Buseg## 2 4 6
Local 2 2 2
Transit - 2 4
Light Vehicles 25 57 88
Local 12 37 48
Incremental (6) (21) (25)
Existing Traffic* (6) (16) (23)
Transit 13 _ 20 __ 40 __
Totals 40 81 128

* Existing Traffic is that traffic level which it is projected would exist
on the present roads if the project were not undertaken.
*#* Updated projections not available. It should be assumed that these are
minimal estimates for the Balaka-Salima segment.
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Balaka - Salima
Heavy Vehicle Savings#*# Light Vehicle Savings

Transit Existing Savings Transit Existing Savings TOTAL
Traffic Traffic at 8.1¢ Traffic Traffic at 3.5¢ SAVINGS
(000 omitted) (000 omitted-——m—m- )

1972 23 37 $160 50 37 $100 $260
3 25 39 $170 56 43 113 283

4 27 40 178 65 4B 130 308
1975 29 41 186 74 54 147 333
6 30 42 192 84 60 166 358

7 31 43 197 90 64 177 374

8 32 L 202 96 68 189 391

9 132 45 204 101 73 200 404,
1980 33 46 210 106 77 210 420
1 34 47 215 110 81 220 435

2 34 4B 218 115 83 2217 445

3 35 49 223 119 88 238 461

4 35 50 226 122 92 246 472
1985 36 51 231 124 98 255 486
6 37 52 237 127 104 266 503

7 38 53 242 130 108 274 516

8 38 54 245 133 114 284, 529

9 39 55 250 136 119 293 543
1990 40 56 255 138 123 300 555
1 A 57 261 140 126 306 567

#* Derived from projections contained in this Annex.
#¥  Tpucks and Buses.
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USER SAVINGS*
Mua - Monkey Bay
Heavy Vehicle Savinggi# Light Vehicle Savings

Transit Existing Savings Transit Existing Savings TOTAL
Traffic Traffic at 8.1¢ Traffic Traffic at 3.5¢ SAVINGS
(000 omitted) (000 omitted--——-— )

1972 2 5 $ 7 13 6 $ 8 $ 15
3 2 6 9 14 8 9 18

4 2 7 10 15 10 11 21
1975 2 8 11 16 12 12 23
6 2 8 11 18 14 14 25

7 3 9 13 20 16 15 28

8 3 9 13 ) 18 17 30

9 3 10 14 2 19 19 33
1980 3 10 14 28 19 20 34
1 3 11 15 31 20 22 37

2 4 11 16 33 20 22 38

3 4 12 17 35 21 24 41

4 4 12 17 37 21 25 42
1985 4 13 18 38 22 25 43
6 4 13 18 39 22 26 bd,

7 4 14 19 40 23 27 46

8 4 14 19 4) 23 27 46

9 4 15 20 42 R4 28 48
1990 5 15 21 43 24 28 49
1 5 16 22 4l 24 29 51

#* Derived from projections contained in this Annex.
##  Trucks and Buses.
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Cost of Construction {United States Contractor) and Maintenance
(000 omitted)

Balaka-Salime Road (90 Miles) Mua Mission-Monkey Bay Road (36 Miles)
Present Value Present Value
Total 1968 Total 1968

Construction Maintenance Cost at 6% at 12% Construction Maintenance Cost at 6% at 12%
1967 $ 1821/ $ $ 182 $ 1939 $ 203 $ 7&3/ $ $ 78 ¢ 83 $  E7
1968 1,310 1,310 1,310 1,310 525 525 525 525
1569  1,840%/ 1,850  1.735 1,641 7352/ 735 693 636
1970 1,580 1,580 1,.¢6 1,259 5320 630 561 502
1971 79o§/ 60.6 850.6 71k 605 210 21.6 231.6 194 165
1972 60.6 60.6 -2 38 21.6 21.6
1973 60.6 60.6 -5 34 21.6 21.6
1974 60.6 60.6 =3 31 21.6 21.6
1975 62.1 62.1 51 28 21.6 21.6
1976 62.1 62.1 39 25 21.6 21.6
1977 62.1 62.1 37 22 21.6 21.6
1978 62.1 62.1 35 20 21.6 21.6
1979 62.1 62.1 33 18 21.6 21.6
1980 67.5 67.5 33 17 21.6 21.6
1981 67.5 67.5 32 15 21.6 21.6 160 91
1982 67.5 67.5 30 1L 21.6 21.6
1983 67.5 67.5 28 12 21.6 21.6
1984 67.5 67.5 26 11 21.6 21.6
1985 67.5 67.5 25 10 21.6 21.6
1986 75 75 30.5 30.5
1987 75 75 30.5 30.5
1988 75 75 129 uc 30.5 30.5
1989 75 75 30.5 30.5 53 16
1990 75 75 30.5 30.5
1991 15 75 30.5 30.5

Total $7,172 $7,172 $5.8°z $5,353 $2,772 $2,2658  $2,0uk2
1/Design engineering {$260,000)
2/Construction ($7.2 million) and sugerviscry zrginecering. ($6C0,000 expended over 1963 to 1671 - =37 .35%,30%,10%, re-
;/Construction, supervisory engineering au? oI, Tinanced bituminous surface treatment {$270,0CC). svectively.)



1971
107
1973
197"
1975
LO76
Lot
147
1979
1980
1981
1982
1983
193h
1985
1536
1¢ 57
1938
1989
1990
1991

Total $&

Complementary GOM Investment

Balaka-Salima Road

{000 omitted)
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Mua Mission-Monkey Bay Road

Increased

Feeder Development

Roads + Expendlturesé/Total

$ 06 $ - $ 26
o7 Lo 67
7 <3 o0
28 23 51
20 2l 53
21 2l 45
b 2 46
I 25 29
I 25 29
i 26 30
I 26 30
L L8 52
. 2 32
p) 20 33
> 29 3k
5 30 35
5 43 48
P) 31 36
6 32 38
6 33 39
6 34 Lo

229 $61L $843

Present Increased
Value Feeder Development
% 12% Roads_, Expenditures
1/ 2
$23 § 18 $ 26 $ - $ 26
56 43 27 13 40
ho 28 27 1k b1
30 26 28 15 43
37 24 29 15 Ly
30 18 21 16 37
29 18 4 36 40
17 10 I 17 21
16 9 4 18 22
16 9 b 18 22
15 8 I 18 22
2L 17 5 18 23
14 7 5 19 2L
14 6 5 19 2L
13 5 5 19 el
13 5 5 20 25
17 6 6 20 26
12 4 6 21 27
12 i 6 21 27
11 h 6 22 28
3/ 6 22 28
§u58 J $268 $233 $381 $61k

Present
Value

/TO-t&l 5020 12%

$ 23 ¢ 18
3k 25
32 23
32 22
31 20
25 17
25 16
12 8
12 7
12 6
11 6
11 5
11 5
10 ly

9 i
9 i
9 3
9 3
8 3
8 3
8 ! 2
R 4

l/Nincty miles of Ffeeder road are expected to be built to each of the project roads at

a coct ol
1964,

in

41,680 rer mile.

Approximately 15 miles will be buillt each year beginning

§/Incrcased Development Expenditures are over 80% for agricultural extension programs,
the remainder being for GOM programs to encourage fish production and tourism. Th
figures represent estimates of the increases in development expenditures that will
occur if the roads are built.

3/The following table

e

illustrates the present values of Complementary GOM Investment as

a percentage of the total investment resulting from construction of the Balaka-Salima
and Mua-Monkey Buy roads.
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AID-DIC/Z-721
Cost of Construction (United States Contractor) and Maintenance
(000 omitted)

Balaka-Salima Road (90 Miles) Mua Mission-Monkey Bay Road (36 Miles)
Present Value Present Value
Total 1968 Total 1968

Construction Maintenance Cost at 6% at 129 Construction Maintenance Cost at 6% at 129
1967 $ 182V $ $ 182 $ 123§ 203 $ 7el/ $ $ 78 ¢ 8 § €7
1968 1,310 1,310 1,310 1,310 525 525 525 525
1969  1,8402 1,850 1,735 1,641 7352/ 735 693 656
1970 1,580 1,580 1,5C6 1,259 530 630 561 502
1971 7903/ 60.6 850.6 1 605 210 21.6 231.6 19k 165
1972 60.6 60.6 -z 38 21.6 21.6
1973 60.6 60.6 -5 3k 21.6 21.6
1974 60.6 60.6 -3 31 21.6 21.6
1975 62.1 62.1 51 28 21.6 21.6
1976 62.1 62.1 39 25 21.6 21.6
1977 62.1 62.1 37 22 21.6 21.6
1978 62.1 62.1 35 20 21.6 21.6
1979 62.1 62.1 33 18 21.6 21.6
1980 67.5 67.5 33 17 21.6 21.6
1981 67.5 67.5 32 15 21.6 21.6 160 91
1982 67.5 67.5 30 1k 21.6 21.6
1983 67.5 67.5 28 12 21.6 21.6
1984 67.5 67.5 26 11 21.6 21.6
1985 67.5 67.5 25 10 21.6 21.6
1986 75 75 30.5 30.5
1987 75 75 30.5 30.5
1988 75 75 129 LC 30.5 30.5
1989 75 75 30.5 30.5 53 16
1990 5 75 30.5 30.5
1991 15, 75 30,5 30.5

Total $7,172 $7,172 $5.¢°%: $5,353 $2,772 $2,268 $§2,042

1/Design engineering ($260,C00)
2/Construction ($7.2 million) and sugerviscry zrngincering. ($680,000 expended over 1963 to 1671 - ENGS P
§/Construction, supervisory engineering a:Z 30 Tinanced bituminous surface treatment {$270,0CC).
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Complementary GOM Investment

(000 omitted)

Balaka-Salima Road

5

Mua Mission-Monkey Bay Road

Incressed

Feeder Development

ROadsE/Expendlturesé/Total
1971 § 26 $ - $ 26
1972 o7 Lo 67
LT3 ( 23 50
1974 28 23 51
1975 29 2k 53
1976 21 2h L5
Lot b e L6
1478 L 25 29
1979 I 25 29
1ud0 i 26 30
1981 Iy 26 30
1982 L L8 52
1903 " 28 32
1O3h 5 24 33
1985 5 29 34
196 5 30 35
1507 5 43 8
1988 5 31 36
1989 6 32 38
1990 6 33 39
1991 6 3k 4o
Total $220 7610k 3843

Present Increcased
Value Feeder Development
E% 129, Roadsl/ Expendituregg/Total
$ 23 3§18 $ 26 $ - $ 26
56 u3 27 13 4o
ho 28 27 1L 41
30 26 28 15 43
37 2h 29 15 Ll
30 18 21 16 37
29 18 b 36 ho
17 10 L 17 21
16 9 L 18 22
16 9 L 18 22
15 8 L 18 22
24 17 5 18 23
14 7 5 19 2L
14 6 5 19 2k
13 5 5 19 2L
13 5 5 20 25
17 6 6 20 26
12 b 6 21 27
12 i 6 21 27
11 4 6 22 28
11 3 6 22 28
sy 5683 5233 $381 TSI

Present
Value
o 12%
$ 23 $ 18
3k 25
32 23
32 22
31 20
25 17
25 16
12 8
12 7
12 6
11 6
11 5
11 5
10 h
9 L
9 L
9 3
9 3
8 3
8 3
Al 2
T o/

l/nincty miles of feeder road are cxpected to be bullt to each of the project roads at

a coct or $1,680 ver mile.

in 196G,
E/Incrcased Development Expenditures are over 80% for agricultural extension programs,
the remainder being for GOM programs to encourage fish production and tourism.
figures represent estimates of the increases in development expenditures that will
occur if the roads are built.

i/The following table

Approximately 15 miles will e built each year beginning

The

illustrates the present values of Complementary GOM Investment as

a percentage of the total investment resulting from construction of the Balaka-Salima
and Mua-Monkey Bay roads.
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Investments in Project Area
‘Expressed in 1968 Present Value Discounting at 6%
(000 omitted)
Balaka-~Salima Mua-Monkey Bay
Construction - Maintenance Cost $5,982 (92.9%) $2,268 (86.9%)
Complementary GOM Investment
(per above) 458 ( 7.1%) 341 (13.1%)
Combined Investment $6,440 (100%) $2,609 (100%)
Expressed in 1968 Present Value Discounting at 12%
Construction - Maintenance Cost $5,353 (95.2%) $2,042  (90.9%)

Complementary GOM Investment
(per above) 268 ( L4.8%) 204 ( 9.1%)

Combined Investment $5,621 (100%) $2,246  (100%)




ECONOMIC BENEFITS

Balaka-Salima Segment

($000 ommitted)

Present Valus

(1968)
Incremental User** Total At At
Income * Savings Benefits 6% 12%
1972 $ 56L $ 260 $ 82k $ 652 ¢§ 524
1973 641 283 924 690 524
1974 718 308 1026 723 520
1975 796 333 1129 751 510
1976 879 358 1237 776 500
1977 962 374 1336 790 481
1978 1045 391 1436 801 462
1979 1128 Lok 1532 8o7 4o
S 1980 1211 420 1631 811 k19
S 1981 1294 435 1729 811 396
g 1982 1377 4hs 1822 805 3ITh
o 1983 1460 461 1921 801 352
5 108l 1543 L2 2015 94 328
@ 1585 1627 486 2113 784 308
1986 1710 503 2213 775 288
1987 1793 516 2309 T6L 268
1988 1876 529 2405 750 250
1989 1959 543 2502 736 233
1990 2042 555 2597 T22 216
1991 2125 567 2692 705 199
Sub-

Totals _ $26,750 $8,643  $35,393  $15,248  $7,492
Adjustments  -843 - -843 -458 -268
Total $25,907 $8,643 $3L,550 $1h,790  §T7,22k

Benefits

1972
1973
1974
1975
1976
1977
1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
1988
1989
1990
1991

Mua-Monkey Ba, Segment

($000 ommitted)

Present Value
(1968)
Incremental User¥* Total
Income ¥  Savings Benefits
$ 93 $ 15 $ 108 $ 83 $ 3
107 18 125
121 21 142 72
134 23 157 1oh 71
148 25 173 108 T0
161 28 189 112 68
175 30 205 114 66
188 33 221 116 63
202 3k 236 117 61
215 37 252 118 58
229 38 267 118 55
241 iy} 282 118 52
257 ko 297 117 48
270 43 313 116 46
28L LYy 328 115 43
297 46 343 11k 4o
311 46 357 111 37
325 L8 373 110 35
338 iTe 387 108 32
352 51 403 106 30
$l, uL8 $710  $5,158 $2,201 $1,085
-614 - -614 -341 -204
$3,83% $710 34, 5Lk 1,860 § BO1

* Includes benefits from Increased Agricultural production, fishing,and tourism as outlined in

Annex IV.

** As detailed in Annex V.

*** Adjustments for GOM complementary Investment, See pzge 3 of this Annex.
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ANNEX VII

DEPARTMENT OF STATE
AGENCY FOR INTERNATIONAL DEVELOPMENT
Washington, D, C. 20523

A.I.D. Loan No.

CAPITAL ASSISTANCE LOAN AUTHORIZATION
Provided from: Development Loan Funds

MALAWI: Lake Shore Road (Phase II - Construction)

Pursuant to the authority vested in the Assistant Administrator for Africa
of the Agency for International Development ("A.I.D.") by the Foreign
Assistance Act of 1961, as amended, (the "Act") and the delegations of
authority issued thereunder, I have received and taken into congideration

a certification from the A.I.D. Affairs Officer of USAID/Malawi aud the
United States Ambassador to Malawi as to the financial and humar resources
capability of Malawli to effectively utilize the Lake Shore Road Project
taking into account, among other things, the mairtenance and utilization of
projects in Malawi previcusly financed or assisted by the United States,
and I hereby authorize the establishment of a loan pursuant to Part I,
Chapter 2, Title I, the Development Loan Fund, to the Government of Malawi
("Borrower™") of not to exceed seven million dollars ($7,000,000) to assist
in financing the foreign exchange and local ccsts of goods and services for the
engineering and/or constructicn of portions of the Lake Shore Road Project
subject to the follcwing terms and conditions:

1. Interest Rate and Terms of Repayment. Borrower
shall repay the loan to A.I.D. in forty (L0)
years, including a grace period not to exceed
ten (10) years. Borruwer shall pay interest on
the unrepaid principal and any interest accrued
thereon at the rate of (a) two percent (2%) per
annum during the grace period and (b) two and
one-half percent (2%%) per annum thereafter.

2. Currency of Repayment. Repayment of the loan
and payment of interest shall be made in United
States dollars.

3. Other Terms and Conditions.

(a) Goods and Services financed under the loan
shall have their source and origin in the
United States or Malawi.

(b) Malawi currency costs financed under the loan
should not exceed fifty percent (50%) of the non-
United States costs of the project.
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(¢) Dollars used to finance goods and services of
Malawian source shall be subject to a Special
Letter of Credit to limit their use to United
States procurement.

(d) Such other terms and conditions as A.I.D. may
deem advisable.

Assistant Administrator for Africa

Date
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ADD-DIC/P-T11

CHECKLIST OF STATUTORY CRITERIA May 23, 1968

Development Loan Fund

The following abbreviations are used:
FAA - Foreign Assistance Act of 1961, as amended by the Foreign Assistance Act of 1967
App. - Foreign Assistance and Related Agencies Appropriations Act, 1968

*1. FAA 8,102, Asailstance whavever praoticable Satisfied. To be covered in the
oconsiats of U. S. commodities and services construction contract and loan
furnished conaistent with efforts to improve t
the U. S. balance of payments. agreement.

2, FAA 8.201(b)(1). Information and aonolusion Satisfied. See Section E.4, Capital

on auazEEtZz'ty.of finanging fram other frae- Assistance Paper.
world sources, inoluding private sources
within the United States.

3. FaA 8, 201(b)(2), Information and conolusion Satisfied. GSee Sections C, D, and E,
on aotivity'e econamic and teahnical sound- Capital Assistance Paper.

nass, inoluding the capaoity of the recipient
country to repay the loan at a reasonable
rate of interest,

d. FAA 8.201(b)(3), Information and conolugion Satisfied. Sce Section D, Capital
on existence of reasonable promise aativity Assistance Paper.

will oontribute to development of ecoromic
reaourcea or irorease of produstiva aapaoities.

5. FAA 8.201(b)(4), Information and oomolusion Satisfied. See Section D, Capital
on aotivity 's relationship to other davelop- Assistance Paper.

ment aotivitiea, and ite oontribution to
realiaable long-range objectives,

6. FAA 8.201(b)(5), Cowntry's self-halp measures, Satisfied. See below.
See Items 23 through 39 re new FAA § 208,

UNCLASSIFIED



7.

9.

10.

*11,

12,

13,

14,

FAA 8,202(b)(6). Information and conalusion

on pooaible affecta on U, S. aconomy, with

opacial raferenca to araas of oubstantial
labor swrplus,

FAA 8.201(b) (7). Information and conclucion
on the degree to which the country is making
progresa toward respect for the rula of law,
freedom of exprossion and of the press, and
recognition of tha importance of individual
freedom, initiative, and priva‘e enterpriaa.

Faa 8,201(b)(8). Information and conclusion
on the degrea to which the cowiry ie taking
8teps to improve ita climate for private
investment,

FAA B,201(b)(9). Information and conolusion

on Whetner or not the activity to be financed

will oontribute to the achievement of self-
sugtaining growth.

FAA B.201(b!, Compliance with requirement
that funds not be used to make loans to more
than twenty countries in any fiscal year,

FAA 8.201(b). Information and ooncluaion
on reas le prospects of repayment.

FAA B.201(d). Information and conclusion
on legality (under laws of the cowntry and
the U. S.) and reasonableness of lending
and relending terms.

FAA B.201(e). Informationm and concluscion
on avatl lability of an application togethar
with suffictent information and assurancas
to indicate reasonably that funds will ve
wsed in an eounomiocally and technically
sownd manner,

UNCIASSIPIED, ANNEX I

Satisfied. See Section F, Capital
Assistance Paper.

Satisfied. The Jjuridicael system of
Malawl guarontees such rights.

Satisfied. Malawl has signed an
Investment Guarantee Agreement with the
U.S. It has established the Malawi
Development Corporution which assists
and encourages investment.

Satisfied. See Section D, Capital
Assistance Paper. The project will
contribute to the country's agricultural
sector which holds Malawi's potential
for self-sustaining growth.

Satisfied. Malawi is among the twenty
cowntries to receive loans this fiscal
year. .

Satisfied. See Section E.5, Capital
Assistance Paper.

Satisfied. As & precondition to disburse-
ment of the loan's proceeds, AID will
require receipt of a certification from
Malawi's Attorney General that the loan

is a binding obligation upon Malavi. U.S.
laws are met. See Annexes I and 1II,
Capital Assistance Paper.

Satisfied. See Sections A, C, and D of
the Capital Assistance Paper.

Page 2 of 11

UNCLASSIFIED



15,

16,

17,

418,

x93,

420,

FAA B.207(c),

FAA 8.201(f), If a project, information and
conolusron whether it will promote tha
aconomio devalopmeni of tha requesting
country, taking into aocount the country’s
hunan and material resource requirementa
and the relationship between the ultimate
objeatives of the project and the country's
ovarall economio devalopmant,

FAA 8.201(f). If a project, information
and conclusion whether it opeoifically
provides for appropriate participation by
private enterpriee,

FAA B.202(a). Total amownt of moncy under
Toan which 1o going directly to private
enterprise, 18 going to intermediate credit
ingtitutions or othar borrowers for use by
private enterprice, i8 being used to finanoce
tmports from priiate soureas, or ig8 other-
wise being used to finance proourements
from private sourcas.

FaA 8.207(a), Information that U. S.
agsiatance places appropriate emphasie on
encouraging strong economic, political, and
sootal institutions nseded for a progressive
demooratia society.

FAA 8.207(b), Information that U, S.
assi8tance placea appropriate emphesis on
programs directed at enabling the counvry
to meat thae food nseds of its people from
i1t8 own resouroes.

Information that U, S.
asaistanee placee uppropriate omphaoie on
improving avatilcbility in tha country of
educated manpower by improving education
planing and research, training tecachers
and admnistrators, df;valoping and cun-
structing educational institutions, and
uging modarn educational technplogy,

UNCLASSIFIED

UNCLASSIFIED, ANNEX I

Satisfied. See Section D, Capital
Assistance Paper.

Satisfied. See Section TF.l, Capital
Assistance Paper. All agricultural
develorment in the project area is in
private hands.

Satisfied. The entire loan amount will
finance goods arnd services from private
sources.

Satisfied. This has been the aim of
the U.S. assistance program in Malawi.

Satisfied. A.I.D. programs recognize
preponderant need of sgricultural
development in Malawi. The project
will assist the country's agricultural
development.

Satisfied. A.I.D. has assisted
Malawi's University, Teacher Training
Institute, Vocational and Agricultural
Training schools.

Page 3 of 11



“81,

422.

423.

424,

425.

426,

427.

FAA 8, 207(d), Information that U. S.
asoiotance places appropriate omphasis on
programe aimed at malnutrition, disease
eradioation, &lun olearance, water purifioca-
tion, aewage disposal, health aducation,
matarnal and child eare (inoluding family
plaming), and other public health assiatanoca.

FAA 8.207(e), Information that U. S.
asoistance places appropriate emphasis on
other davelopment activities inoluding
industrial development; growth of free labor
wnions, cooperatives and voluntary agenoies;
improvement of transportation and commmioa=
tion eystems; development of oapabilities
for agonomic planning and public aininietra=-
tion; urban developmant; and modaimiaation
of laws to faoilitate economio dsvelopment.

FAA 8.208(a). Information and corclusion

on tha extent to which the country ie taking
measures to inorease food production and food
storage and distribution facilities,

Fas 8.208(b), Information and oonolusion
on the extent to which the ocount ™ ia
eroating a favorable olimate for joreign and
dom:atio private enterprise and investment,

FAA 8.208(e). Information and conolusion on
the extent to which the country is inoreasing
the role of the people in the deveiopmental
prooesa.

FAA §.208(d). Information and aonalusion on
the extent to which the country ia allocating
expenditurcs to development rather than to
winacansary military purposes or intervention
in other frae and independent nations.

See also Itema 64 and 76,

raA §.208(e). Information and oonolusion on
the extent to which the cowntry is willing
to make contributions of its8 own to the
projeots and programe for which assietance
18 provided,

UNCIASSIFIED, AWNEX I

A.I.D. has not directly assisted in
these areas. However, USG contribu~
tion to international programs provides
indirect assistance for such programs.

Satisfled., Road construction will
increase communication facilities for
both people and commerce. All
commercial development in the project
area is in private hards.

Satisfied. Melawi has given appropriate
emphasis to increasing food production.
Road construction and improving road
networck will directly contribute. Malawi
recently signed 2 loans with IBRD/IDA to
develop agricultural schemes.

Satisfied. GOM has signed Investment
Guarantee Agreement. GOM consistently
has encouraged development of private
enterprise.

Satisfied. GOM has established a

corps of young pioncer groups now ac-
tively participating in lMalawi's develop-
ment. Developnental programs have been
intended to benefit the genecral popula-
tion.

Satisfied. Major budget allocations
are to development and re.urring non-
defense budgets.

Satisfied. The GOM will meke a
substantial contribution to this project,
and other projects Page 4 of 11
financed by the IDA, U.K. and FRG.

UNCLASSIFIED



428.

428,

30,

31,

a2,

33.

34,

UNCIASSIFIED, ANNEX I

Satisfied. Within the limits of the

EA_A_%M- Information and conolusion  gegment of its population in the money

on the extant to which the country i8 making tax
economia, social, and political reforms euch economy, & system has been
an tax colleotion improvements and changes established. New lands are developed

in land tenure arrangements that will enable outside of the traditional tribal hold-

; chi devaelopmental obfectives more { . a i
:}fgooiamttz;v;‘ d jwtqny' iggh?{alg:ril. tenure is not a major problem

FAA B.208(g). Information and oonclusion Satisfied. GOM has assumed resl_)onsibllity
m—g;ﬁ,—abow) on the extent to vhich  1Or local costs of external assistance

the country is responding to the econamis, DProjects and the 5-year plan 1s a

political, and social oconcerns of ite reasoned response to the needs of

people showing a clear determination Malawi

to take effective self-help measurea, -awl.

Satisfied. Completion of ell segments of
the project will involve U.S., U.K., FRG,

FAA B.209. Information on multilateral . . .
as01otance and regional programs, inoluding and IBRD/IDA financing. The project will

the extent to which U, S. assistance will help complete the region's transport
encourage regional development programs, network. Malawi's geo-political setting
does not readily lend itself to regional

FAA 8,281, Extent to which the oanwiti ~ Projects.
contribute to the objective of asauring Satisfieu., Some local private procurement

maximum participation in the task of economio ; ' . .
development on the part of the people of is assured under the GOM's contribution.

the developing countries, through the emcour-The MWS will be aided by either construc-
agement of demoecratic private and local tion alternative, but particularly by
governmental institutions, alternative (b) .

FAs 8,601(a), Twfcmation and conclusions Satisfied as to (a), (b), (c), (4), and
whether loan wii. encourage efforte of the (), See Section D, Capital Assistance

country to: (a) increase the flow of inter- . . \
national trade; (b) foster private initiative Paper. There is no information as to

and competition; (e) encourage development (f) .
and use of coocperatives, credit unions, and
savings and loan assoctations; (d) discourage
monopolistic practices; (e) improve technioal
efficiency of industry agriculture, and

eamerce; (f) strengthen free labor wnions,

Faa B.601(b). Information and conclusion  Satisfied. See Section F.l, Capital
on how the Loan will encourage U, S, pri- .

vate trade and invectment abroad, and how Assistance Paper

it will encourage private U, S. participa-

tion in foreign aseistance programs

(inoluding use of private trads channels

and the services of U, S. private enterprise),

FAA B.601(d). Conclusion and supporting Satisfied. Only U.S. engineering

information on compliance with the Congres-
sional policy that engineering and profes- professional services are being and

sional services of U. S. fimme and their will be used.

affiliates are to be used in oconneotion with

oapital projects to the maximum extent Page 5 of 11
oongistant with the national interest.

UNCLASSIFIED



36,

36.

37I

38.

*39,

40,

41,

FAA 8,602, Information and oonolusions
Vhether loan will pemiy American emall
bueinese to participate equitably in the
furntehing of goods and aervicee finanoced
by it.

FAA 8.604(a); App. B.108, Complianc- vith
restriction of commodity procurement to U. S,
except as otherwise determined by the Preei=-
dent and subjfeat to statutory reporting
requirements.

FAA B.604(b). Compliance with reetriction

at no ba used to procure bulk
comodities at prices higher than thea market
price prevailing in the U, 5. at time of
purchase.

FAA_8.604(d), Campliance with requirement
at marine insurance on commodities be pur-
chased on competitive basie or, if the
partiaipating country discriminates againat
any marine imsurance campany authorised to
do business in any State of the United
States, that insurance be placed in the
U, s.

FAA 8.608(a), Information as to the
uttiiisation of exoess personal property in
lieu of proourement of new items.

FAA 8.611(a)(1), Information and oonclusion
on avatlabiiity of engineering, financial,
and other plans necessary to ocarry out the
asaistance and of a reasonably firm estimate
of the cost of the assietatoce to the United
States,

FAA 8.611(a)(2)., Necessary legislative
aotion required within recipient cowntry and
bastie for reasonable antiocipation euch action

will be comvleted in time to permit ordarly
aoccompliehment of purpoees ojp loan,

UNCIASSIFIED, ANNEX I

Satisfied.
procedures

Satisfied.
Assistance

USG competitive bid
willl be followed.

See Section F.2, Capital
Paper.

Not Applicable.

Satisfied by Loan Agreement.

Satisfied.

To the extent practicable

excess property will be utilized.

Satisfied.

See Sections C and E,

Capltal Assistance Paper.

Satisfied.

UNCLASSIFIED

Page 6 of 11



48,

43.

444,

45,

46‘

47,

FAA 8.611(b); App.B.201, If water or water=
related land resourge conatruction projaot
or program, information and conolugion on

a benefit-cost oamputation,

FAA 8.611(a), Campliance with requirement
that contracte for oomstruction be let on
competitive basie to maximum extent
praoticable,

FAA 8.611(e), Compliance with the requirement
that for all projects eatimated to coet in

excess of $1,000,000, the prinoipal officer

of AID in the country in which the projeot
18 located certify aa to the capability of
the cowntry (both finanoial and human
regources) to effectively maintain and
utiline the projeot taking into account
among other thinge the matintenance and
utilisation of projects in the country
previously finaiced or aseisted hy the U. S.
( Such certifications are to be approved by
the Adninistrator or appropriate assistant
adminietrator per Delegation of Authority
#75 before assigtance is authorised,)

Fa4 B.612(b) and 636(h). Appropriate steps
that have been taken to assure that, to the
maximum extent possible, the country ig con=
tributing local currenciee to meet the cost
of contractual and other gervices and foreign
currenctes owned by the U, 5. are utilised

to meet the coet of contractual and other
gervices,

FAA 8.619, Compliance with requirement that
asatstance to newly independent countries be
furnished through multilateral organisations
or in accordance with multilateral plans to

the maximen extent appropriate,

FAA B.620(a); App.8.107(a) anc (b).

Comp iiance with prohibitions against asaie=
tanee to Cuba and any country (a) which
furnishes assigtance to Cuba or failed to
take appropriate stepes by February 14, 1864,
to prevent ships or airecraft under ite
registry from carrying equipment, materials,
or supplies from or to Cuba; or (b) which
sells, furnishes, or pemits any shipse under
ita registry from ocarrying items of primary
strategio aignifiomce, or items of economio
asaistanoe,

UNCIASSIFIED, ANNEX I

Not applicable, however, see Section D,
Capital Assistance Paper.

Satisfied. See Section C, Capital
Assistance Paper.

Satisfied. BSee Annex III, Capital
Assistance Paper.

Satisfled. The GOM contribution is the
maximum contribution permissible given
the country's financial situation.

Satisfied. The GOM is using L4 sources

of finance for the entire project road.

Satisfied.

mge‘7of21

UNCIASSIFIED



48,

49,

&0,

61,

&3.

54,

FAA 8.620(b), If asetatance to the goverrment
of @ oountry, extaetence of detarmination it

18 not controlled by the international
Communtet movemant.,

FaA 8.620(c). If aseistance to the goverrvment
of a cowntry, exiatence of indebtedness to a
U. §. oitiaen for goods or gervices furniehed
or ordered where guch oitisen has exhausted
available legal remedies or where the debt

18 not denied or contested by such govern=-
ment or the indebtedness arises under an
unconditidnal guaranty of payment given by
such govermment.

FAA 8,620(d), If assiatance for any produotive
enterpriee whioh will aompete with U, S,
reoipient country to prevent export to the

U, 5, of more than 20% of the enterpriee’s
c;nnuaz production during the life of tha

oan.

Faa 8.620te)(1). If assistance to the
govermment of a country, extent .7 which it
(including government agencies or subdivi-
8tong) has, after January 1, 1962, taken
steps to repudiate or nullify oontracts oy
taken any action which has the effeot of
nationaliaing, expropriating, or otherwige
seiaing ownership or control of property of
U. 5. citiaens or entitiea beneficially
owned by them without taking appropriatz
steps to diacharge ite obligations.

FAA 8.620(f); App.8.109. Compliance with
prohibitions againgt assigtance to¢ any
Communigt country.

FAA 8.620(g), Coailiance with prohibition
against use of aseietance to compensate cwners
for expropriated or nationaliaed property.

FaA 8.620(h), Compliance with regul. *ione
and proceauree adopted to ensure againgt

use of aseistance in a manner which, contrary
to the best interests of the U, S., promotes
or assiats the for.ign aid projects or
aotivities of the Commmist=bloo countries,

UNCLASSIFIED, ANNEX I

Satisfied. Malswi is not a Communist
Countrya

Satisfied. WNo such indebtedness
exlsts.

Satisfled. Not applicable.

Satisfied, Malaw' has not taken
such steps or actions.

Satisfied. Malawl is not s Communist
country.

Satisfied., Only project costs will be
financed.

Satisfied. Procurement will be in the
U.S. or Malawi. The project has no
relation to any Communist-bloc project.

Page 8 of 11

UNCIASSIFIED



&6,

56,

457,

58,

69.

60,

61,

62,

83,

FAA 8.620(¢), Erxietence of determination
that the dountry ie engaging in or preparing
for aggresative military efforta,

FAA 8.620(). Information on repreeentation
of the country at any international confer-
anog when that representation includea the
planning of aotivities involving insurrection
of subveraion against the U, S. or cowntries
receiving U, S. aseietanoe.

FAA B.620(7). Existence of a determination
that the cowntry has permitted or failed to
prevent destruction of U. 8. property by mob

aotion or has failed to take steps to pre=-
vent a reourrence and to pay ocompensation.

FAA 8,620(k). If construction of produstive
enterprige where aggregate valug of aseis-
tanoca to be furnished by U. S. will exceed
$100 million, identification of statutory
authority.

FaA B.620(1). Consideration which has been
given to demying aseistanoce to the govern-
ment of a country which after December 31,
1966, has failed to institute the invest=
ment guaranty program for the specific
rigks of inoonvertibility and expropriation
or confiscation.

FAA 8.620(n); App.B.107(b); App.8.116,
Campliance with prohibitions against
useistance to oountries which traffic or
permit traffioking with North Viet-Nam.

Faa 8.620(0). If country has seized, or
imposed any penalty or aanction against,
any U, S. fiehing vessel on account of ite
fishing activities in international waters,
information on the aonsidaration whioh has
baen given to exoluding the ocountry from
aseiatance,

PAA B.620(p); App.8.117, U, A. R,
reatriction,

FAA 8.620(q), Existence of default in
payment #r any Foreign Aseistance Aot
loan to the country.

UNCIASSIFIED, ANNEX I

Satisfied. Malawl 1s neither engeging

in nor preparing for aggressive military
efforts.

Satisfled. The GOM has attended no

such conference.

Satisfied. There has been no such

~action against U.S. property in
" Malawi.

Not applicable.

Satisfied. Malewi has signed the
Investment Guarantee Program.

Satisfied. No such traffic or
trafficking has taken place.

Not applicable. Country is land-locked.

Not appliceble.

Satisfied. Malawi 1s rot in default
on-any FAA loan.-

Page 9 of 11

UNCLASS IF IED



‘04,

266,

1686,

2627,

68,

69,

70,

71,

72,

FAA B.620(8). Constderation of whether the
country i8 diverting U. S. araistanoe to
military expenditures, or is devoting an
wnnaoeasary percentage of its budget for
military purposes, or using foreign exchange
for military equipment to a degree which
materially interferes with ite development
a0 as to warrant termination of aseistanoe
wntil such diversion no longer takes plaoe.

FAA 8.620(t). Compliance with prohibition

on aid 1f country has severed diplomatio
relations with U, S. unless agreements have
been negotiated after resumption of relations.

FAA 8.620(w), Status of the country with
respect to ite duse. assessments, and other
obligations to the United Nations,

FAA 8.636(1). Compliance with prohibition
on Finanoing non-U, S.-manufactured motor
vehicles (exoept where special ciroumstances
exist and a watver i8 authorised).

App.8.102. Compliance with requirement that
payments in exdess of $26,000 for architeo-
tural and engineering services on any one
projeot be raported to Congress.

App.8.104. Compliance with bar against
funds to pay persions, eto., for military

personnel,

App.8.106, If country attempts to oreate
distinctions because of their race or
religion among Americans in granting personal
or commercial access or other rights other-
wige available to U. S. oitisens generally,
application which will be made in negotia-
tions of oomtrary prinoiples as expressed

by Congress,

App.8.111, Campliance with extiating
requirements for security olearance of
personnal,

App.8.112, Compliance with vequirement for
approval of oontraotore and oontraoct terms
for ocapital projecte.

UNCIASSIFIED, ANNEX I

Satisfied. It has been determined
that Malawl is not expending an
unnecessary or excessive portion of
its budget for military purposes.

Satisfied. The U.S. and GOM have
maintained diplomatic relations
since Malawil's independence.

Satisfied., Malawl 1s not in default
on its international obligations.

Satisfied. Such procurement will

"not be financed.

Satisfied.

Satisfied.
be financed.

Only project costs will

Satisfied by Loan Agreement and AID-
approved project contracts.

Satisfied.

Satisfied. A.I.D. has or will approve
all project contracts.

Page 10 of 11

UNCLASSIFIED



23,

74,

76,

476,

77,

App.8.114. Compliance with bar against use
o% funds to pay aseessments, eta., of U, N,
member,

App.B.115. Compliance with regulations on
emp loyment of U. S. and looal persomnel for
funds obligated after April 30, 1864 (AID
Regulation 7).

App.8.118, Viet-Nam iron and steal
reetmotwna.\

App.8.119, Compliance with reducing
agetstance by amounts spent for the purchase

of sophisticated military equipment in
cowntries other than Greece, Turkey, Iran,
Israel, Republio of China, Philippines,
or Korea.

App.B.401, Complianoe with bar againet use
of funds for publicity or propaganda pur-
poses within U, 5. not heretofore authorimed
by Congress.

UNCIASSIFIED

" Satisfied.

UNCLASSTFIED, ANNEX I

Satisfied.
be financed.

Only proJject costs will

Satisfied. Regulation 7 is a part

of the pror-sed construction contract.

Satisfied. Malawi does not export
iron or steel.

Satisfied.
purchases.,

Malawl has made no such

Only project costs will
be financed.
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73,

74.

75,

476,

77,

App.8.114, Compliance with bar against use
o% funde to pay assesements, eto., of U. N,
member,

App.8.115, Compliance with regulations on

ment of U. S. and looal personnal for
funds obligated after April 30, 1864 (AID
Regulation 7).,

App.8.118, Viet-Nam iron and steel
restmattone.\

App.8.119, Compliance with reducing '
asgistance by amounts spent for the purchase
of aophisticated military equipment in
countries other than Greece, Turkey, Iram,
Terael, Republic of China, Philippines,

or Korea.

App.8.401, Compliance with bar against use
of funds for publicity or propaganda pur-
poses within U, S. not heretofore authorimed
by Congresa.

UNCLASSTFIED

UNCLASSIFIED, ANNEX I

Satisfied.
be financed.

Only project costs will

Satisfied. Regulation 7 is a part
of the proposed construction contract.

Satisfied. Malawi does not export
iron or steel.

Satisfied. Malawi has made no such
purchases.
" Satisfied. Only project costs will

be financed.
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