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(For Immediate Attention)

. ' FROJECT DOCUMENT AND MEETING MOTICE TRANSMITTAQINW
__________________________________________________ —— Ry
FOR ACTION: EA Date 05/15/846
__________________ — [T SR,
FROM: FPC/FDFR/SI:WE T :
SURJECT: FAIF MALAWI &L12-0228
Document Country
TRAMSFORT SECTOR GRANT
Froject Title
& BRE LR 4 % 4
Amount—AID contrib. Loan Grant Other
Froject (Issues) Meeting: FRI 05716 100 00AM Z676
Day Date " Time Room NMo.
Executive Meeting: THUFR Q522 21 00FM HHR20
Deavy Date Time Foom MNo.

Other Type of Meeting:
Day Date Time Room MNo.

Comments of FDFR/SI or Additional Information:

1. Your division iz responsible for aszigning a FIFC Froject Review
officer (FRO) for this project. Flease review the documernt and take all
necessary actions in accordance with current FEC guidance (See Eriksson
to FFC Stafd memo "FIFCs Review of FIDs, FPs, HGs and FL 4890 Froposals’,
dated August Z&, 198Z.) Flease provide, at the sarliecst, copies of any
FFC staff issues paper/memoranda {with notatiornal comments i€ any made

by the DAAA or AAA/FDER) Prepared on thise project, citing the project
rnumber and titlie.

2. PFC issue papers should be Cleared with the appropriate FE regional
coordinataor and AAA/FDFR EBEFORE the Executive Committee meeting at which
time FFL is expected to present itse pozition am a praoject. As a genera
rule, buresaus are required to provide FFC with project documents a week
in advance hefore execulive committee meetings, and it possible, at least
saven calendar davs before issues meetings. Exceptions may,

however, have to he accommodated. If circumstances warrant, we may
request via the ARA/FDFR, that bureaus delay executive meetings or advise
them that FFC will respornd within two working days after an executive
committee meeting.

Distribution:

FFC/FDFR/SF

FRC/FDFR/RE

FEC/FPE

FFRC/CDIE

FEC/EA

FRC/WID

DARA/FDFR (without attachment)



NOTICE OF MEETING

TO : See Distribution
FROM : AFR/PD/SAP, Wendy Stickel

SUBJECT: Malawi Transport Sector Grant PAIP (612-0228)

ISSUES ECPR
WHEN : 5/16/86 WHEN: 5/22/86
WHERE : Rm., 3676 NS WHERE: Rm. 6320 NS
TIME: 10:00 pm TIME: 2:00 pm
DAA/AFR/ESA:ELSaiers* 6944 NS PPC/PD:HHandler 3841 NS
AFR/PD:LHausman (2) 2497 NS PPC/PDPR/SP:RSheppard (2) 3894 NS
AFR/PD:Adarding 2744 NS S&T/PO:GEaton (4) 308C SA-18
AFR/PD/PS:LWilliams 2485 NS SER/AAM/0S:MDarvin (2) 733 sa-14

AFR/DP:JPatterson (3) 3913 NS
GC/AFR:TBork 6889 NS
AAA/AFR/PRE:HIMunson* 6671 NS
AFR/SA:RCarlson
AFR/TR:KSherper 2497 NS
AFR/TR:Divisions (4) 2485 NS

Project Committee Members:

AFR/PD/SAP:EMGilbert AFR/SA:RThompson
4C/AFR:MAKleinjan AFR/TR/ENG:RAdams*
AAA/AFR/PRE:HMunson¥* SER/AAM:GFuller

AFR/DP:JWolgin
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ACTiOn AlD-00 C. PROGRESS 1M NEGOTIATING ILATERAL AND REGIOWAL
- TRANSIT AGREEMENTS,

ACTION OFFICE AFPD-84

INFO AANF-12 AFEA-I3 AEZASE) AFDP-08 FPA-R2 MFTR-03 PPPE-P2 D. ESTABLISNMENT OF A SOUND ARALYTICAL BASE FOR FUTURE
GC-81 GCAF-91 GCFL-#% PPOC-01 C-02 CALI-02 "ers-m2 cT-m POLICY DECISIONS,
PPR-01 AFPE-54 AFDA-M1 RELO-01 PRE-08 /832 A4 n

THE LOCAL CURRENGY COUNTERPART FUNOS FROM TNE US DOLS

10 LOG-08 AF-00 CIM-08 EB-83  0O0OE-0 L-0 /niu 3.5 MILLION WILL 8E USED TO REINFORCE TNZSL POLICY

SEstmencscssnea—e=14134] BINEL /N
P PIMATT MAY 88
FN AREMEASSY L 1L ONGME
TO SECSTATE VASNDC PRIORITY 8919
INFO AMEMSASSY NAIROBI PRIORITY
AMERBASSY HASARE PRIORITY

UNCLAS SECTION §1 OF 89 LILONGWE 51008

AIO/W FOR AFR/DAA L. SAIERS; AFR/PE M. GILBERT; AFR/8A
R. THOMPSON; ANG AFR/DP J. WOLGIN

NAIROS! FOR REDSO AND RLA

NABARE Fom SARP

£.0. 12336: wa
SUBJECT: TRANSPORT SEZCTOR PROGAAN GRANT PAIP §12-128)

1. IXECUTIVE SwmaRy

THIS TELEGRAN CONTAINS USAID/MALAVI’S PROPOSAL FOR A
U.3. DOL 3.9 MILLION TRANSPORT SECTOR GAANT. TH{ -

“PORPOSE OF TRE SRANT i3 TO SUPPORT GOM EFFORTS To

UNDERTANE |MPORTANT POLICY CHANGES VRICH VILL CREATE A
TRARSPORT SECTOR ENVIROWMENT CONFLUCIVE TO TN
ESTABLISNMENT OF A NORE COMPETITIVE RALAVIAN BASED
INTERNATIONAL TRUCKING INDUSTRY. THZ uS DOLS 3.3
AILLION 1N FOREION EXCHANGE RESGUACES PROVIDED TRROUGN
THIS GRANT WILL WELP FILL TNE CRITICAL EXTERMAL
FIRMICIAL REVENUE GAP, MUCH OF WNICH 1S TRE DIRECT
RESWLT OF INCAEASED TRANSPORT COSTS. THE DISBURLZNENT
OF THESE SRART FUNBS WILL BE LiMED TO POLICY
ADJUSTMENTS AFFECTING THE GRONTN AND DEVELOPMENT OF A
MORE COMPETITIVE AND EFFICIENT PRIVATE SECTOR TRANSPORT
INOUSTRY. THE US DOLLAR 3.5 MILLION WILL BE OISSWRSED
IN TUD TRANCNES OVER A PERIOD OF TUO YEARS. TAE LOZAL
CURRENCY GENEIRATED BY THESE DOLLAR RESCURCES witl B¢
USED BY THZ GOM TO PROVIDE CREDIT, TRAJNING AND PUSLIC
INFRASTRUCTUPE WNICH ARE SUPPORTIVE-OF TNEST POLICY
CHANGES. OJOLLAR DICBURSIMENTS WAVE SEEN TRAXCNED 70
RESPORD TO PFOGRESS IN MEETING POLICY GERFORNMANCE
TARGETS. THE INITIZL TRANCNE OF DOLS 2 MILLION AS A
CASH TRANSFEF FOR BALANCE OF PAYMENTS ASSISTANCE WILL BE
CONDITIGNED LPON THFEE POLICY CNANGES.

A REDUCING DUTIES, LEVIEZ, SURCHARGES AND OTWER TAXES
ON HEAVY DUTY VENICLES, EQUIPNENT AND SPARE PARTS,

[ B .'-T“I.lﬂll'ﬁ A MECNANIZH FOR PROVIDING CREOIT TO THE
INOYSTRY,

C. DCVELOPING AN INOUSTRY VIDE TRAINING PROSRAN.
TN SICONO TRANCNE OF DOLS 1.3 MILLION WILL BE
CONDITIONEO UPON PROGRESS BEING MABE IN THE FOLLOVING
ARLAS. .

A LXPANSION 1N LENSING TC PRIVATE TRUCKERS.

0. INCREASED AGCESS TO FOREIGN EXCHANGE TX) .

UNCLASS IFIED

CRANGES. THESE INCLUDE FuMDS FOR CREDIT, TRAINING, AND
TRAFFIC SAFETY PROGRANS,

TRIS PAIP IS ORGANIZED AS FOLLOWS:

PART | MACRO-ECONONIC CORTEXT

PART || INPAGT OF TRALIPOATATION OM ECONOMIC RECOVERY
PART 111 STRATEGY FOR ADDRESSING TRANSPORT CRISIS
PART IV PROPOSID GOM POLICY AND PROGRAM FRAMEVORN
PART ¥ THE PROGRAM GRANT

PART VI USES OF LOCAL CURKENCY GEMERATIONS

PART Vil PROGRAM IMPACT

PART Vi) PROGRAM DESIGN ANO |NPLEMENTATION

TRE CABLE CONCLUDES VITH ACTIONS REQUESTED OF AID/W IN
RESPOLIE TO THIS PAIP SUBMISSION, OF PARTICULAR
INPORTANCE 1S NISSION REQUEST FOR FIELD AUTHORIZATION OF
PAMD.

2. MOLAVI TRANSPORT SECTOR PROGRAR GRANT PAIP.

PART |. MACRO-ECONONMIC CONTEXT

A TRE RALAWI ECONONY CONTINUED IN 1383 ALONG TNE PATH
OF ECONOMIC RECOVERY WNICH SEGAN 1N 1982, REAL GROSS
DOMESTIC PRODUCT GREV IN 1935 4V AN ESTIMATED 2.8
PERCENT--DOUN FAOM 4.3 PERCENT IN 1384 AND 4.4 PERCENT
N 1983, THE LAST THREL YEARS WVERE IN MARKED CONTRAST
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ACTION AID-00 OEBT WAS SEVERELY LIMITED AND RESTRICTED TME CUPPLY OF
PRIVATE SICTOR CREDIT.

ACTION OFFICE AFPD-04

INFO AAAF-02 AFEA-03 AISA-E) AFOP-08 FPA-M2 AFTR-0S PPPR-; {8) GOVERWMENT ITSELF GREW VERY RAPIOLY AND SECANE e
GC-01 GCA-61 GCFL-d1 PPOC-M1 C-92 CALI-92 CPS- -2 cr-a FOCAL POINT FOR ECONOMIC GROMTN. THE EXPANSION OF
PPR=01 AFPE-04 AFOA-02 RELO-01 PRE-08 /M2 A4 n GOVERWMENT VAS PARTICULAALY PRONOUNCED IN FOUR AREAS.

FIRST, THE TAX PAYMENTS TO GOP ROSE FROM 18 PERCENT A?

INFO LOS-00 COPY-0) AF-88 CIN-N EB-8 DOOE-80 L-03 THE BEZGINNING OF THE 197U°S TQ 19 PERCENT BY THE ENO OF

nav TNE OECADE. SECOND, GOVERNMENT EXPENDITURES CLIMSED
Seseaseccncsssme= 13100 M1514L /48 38 SHARPLY, KEEPING ANEAD OF REVENUES. [EXPENDITURES VENT

P RMIL nay 33 UP FROM 23 PERCENT OF GDP (N 1973 TO 34 PERCENT (N

FN AMEMASSY LILONGME ABSL. THIRD, THE PUBLIC SECTOR'S SHARE OF TOTAL FIXEQ

TO SECSTATE WASHOC PRIORITY $H16 CAPITAL FORMATION RUSE FROM 54 PERCENT (N 1913 TO 78

(NFO AMENDASSY NAIROS! PRIORITY PERCENT BY 1879, FOURTN, THE SHARE OF - GOVERWMENT

AREMBASSY HARARE PRICRITY OFFICIAL ENTITIES IN DOMESTIC CREDIT INCREASED FAOM 19

PERCENT N 1978 TQ 44 PERCENT IN 1988,
UNCLAS SECTION 2 OF #9 LiLONGVE 9180%
) PART 11. INPACT OF TRANSPORTATION ON ECONOMIC YECOVERY

AIDAC
A, VEILE MANY DEVELOPING COUNTRIES HAVE FACED
AIBIH FOR AFR/DAA L. SAIERS; AFR/PD M. GILDERT; AFR/SA OETERIORATING TERMS OF TRAOE, RISING INTERESTS RATES,

R. TNONPSON; AND AFR/DP J. WOLGIN OROUGHT, AND A ROUNTURN N THEIR EXPORT BARNETS, MALAVI
NAIROS! FOR REDSO AND RLA NAT FACED TRE ADDITIONAL SURCEN OF TNE COLLAPSE OF ITS
NARARE FOR Sanr : TRADITIONAL TRANSPORT ROUTES. TWE RELIANCE ON SOUTN

AFRICAN PORTS RATNER THAN THE CLOSEN PORTS OF MOZANDIOUE
€.0. 12338: WA . NAS GENECATED INCREASINGLY SEVERE STRAINS ON TNE
SUBJICT: TRANSPORT SECTOR: PMII SRART PAIP cm-mu lﬁflm :cm
TO THE 1878-81 PERIOD IN WEICH GROSS DOMISTIC PROBUCT 8. TRABITIONALLY MALAVI RELIED UPON ITS TWO RAIL LIMKS
PIR CAPITA DECLINED NORE THAR 1§ PERCINT, CURRENT TRROVSN MOZANBIQUE TO TEE PORTS OF BEIRA (538 KM L
ACCOUNT AND BUDGET DEIFICITS REACKED RECORO LEVELS, M0 NACALA (315 XM FOR TRANSPORT OF MOST OF TS EXTERWAL
MALAVI WAS FORCED TO IMPORT T3 BASIC FOOD CIOP MAIZE. TRADE. UNTIL 1901 SETWEEN 83 PERCENT AND 98 PERCENT OF
TRE 1978-01 ECONOMIC DOWNTURN AN THE 1983 DECLINE IN LL IMPORTS AND EXPORTS VENT ViA THESE ROWTES. FoOR
TRE RATE OF ECONONIC GROWTN WERE LARGILY TNE RESULT OF CAIORS SEYOND MALANI’S CONTROL, OPERATIONS OVER THESE
EXOGENOUS FORCES OVER WiCHN MALAVI nAD LITTLE, OR w0, AIL LINKS WAVE BEEN SERIOUSLY INTERRUPTED, FORCING THE
CONTROL SUCH AS OETERIOGRATING TERWS OF TRADE, LOSS OF SE OF INLAND ROAD ANG ROAD-RAIL ROUTES 1NVOLYING

TRANSPORTATION ROVTES THROUGH NOIAMBIGUE, WiCNER
PETROLEUN PRICES AND OROUSHT. THISE FACTORS EXPOSED
SOME FUNBAMENTAL WEAXNESSZS IN TRE ECONGYY WNOSE
RESOLUTION VOWLD BE CRITICAL TO MEDIUN AND LOWG TIRN
ECONONIC GROWTH, '

8. ERIEFLY TRESE VEAKNESSES (NCLUOE TIE FOLLOWING:

{t) EXPORYS DURING TRE LAST TWO DECASE® WAVE BEEN
NARROW.Y CONCENTRATED !N TNREE AGRICULTURAL COMMODITICLS:
TOBACCI, TEA 1m0 SUGAR. THESE PROBUCTS HAVE HAD A
ISTCRY OF VOLATILE PRICE MOVEMENTS COMBINED ViTH LOV
OEMAND ELASTIZITIES. FURTNERMORE, ALl TNESE
AGRICULTURAL COMMODITIES HAVE & RATHER }0V ECOmOMIC
VALUE 2ER UNIT OF VOLUME OR VEIGAT. CONSEQUENTLY. THE
FOREIGY E)CNANGE EARNED BY THECE CROPT NAS DFOPPED
SRARPLY IN'THE FACE X SUBSTANTIALLY *IGHER TRANSPORT
cocTs.

(2 WILE INVESTMENT RATES FOSE RAPIDLY 1N THE Fingy
DECADE AND WALF AFTER INOEPENSENCE. SOME OF THESE
INVESTAENTS, PARTICULARLY IN THE LATE 1978'S, WVERE 10
PROJECTS THAT REQUIRED LANGE CAPITAL INVESTMENTS ViTH
LOV ECORONIC AETURNS AND DID NOT CONTRIBUTE 10 E)XPANSIoN
OF ECONOMIC PROBUCTIVE CAPACITY. FURTNENMORE, PUSLIC
ARG PARASTATAL CRGANIZATIONS ENPANOED AMS OIVEASIFIED
T00 QUICKLY AND 100 ERGALY.

O} MALAVIS DERT SERVICING &wmmm ARE OWEROUS,

IN 1983, THE OENT SEAVICE RATIO VAS 2.5 PERCENT.
ALTHOUGH THE OEBT SUNDEN NAS DEEN AFFECTED BY
MPRECIATION OF TRE OOLLAR AGAINST THE RVACHA ANO RISING
INTEREST RATES (N TNE EARLY 1930°S, TNE MAIN CAUSE VaS
TAE SURSTANTIAL SORROVINGS IN TNE LATE 1978° AN EARLY
1900°S COMIINED VITN PARASTATAL LOSSES. FINANCING THIS

UNCLASS IFIED
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: ACTION OFFICE AFPD-04

INFO AMAF-82 AFEA-03 AFSA-J) AFOP-B8 FPA-02 AFTR-3 PPPR-g2
GC-01 GCAF-01 GCFL-d1 PPDC-V1 C-82 CALI-m2 CPS-m2 CT-91

PPR-01 AFPE-D4 AFDA-02 RELO-S1 PRE-B4 /332 A4 n

INFO LOG-88 COPY-01 AF-89 Ciat-20 f3-m

mav

Doot-08 L-13

cocwascn

—145202 ML /2)
P RNITL maY 86

FN ANENBASSY L )LONGME

TO SECSTATE VASNOC PRIORITY 8417

INFO ANEMBASSY NAIROBI PRIORITY

AMENBASSY HARARE PRIORITY
UNCLAS SECTION 33 OF 99 LILONGVE 81808

AIDAC )
AID/V FOR AFR/DAA L. SAIIIS- MR/PD K. GILSERT; AFR/SA
R. THOMPSOW; AND AFR/DP J. VOLGIN

NAIROS) FOR REDSO ANO RLA

NARMRE FOR SAAP

£.0. 12336: WA
SURJECT: TRANSPORT SECTOR PROGRAM GRANT PAIP (512-8228)

ISTANCES OF 2,708-3, 000 KNS ANR INLAND TRANSPORT COTTS
NCREASES OF 108 TG 309 PERCINT. FOR EXMLE, ‘
FERTILIZER AND SUGAR, MAKING UP # QUARTER OF MALAVI'S
EXTERNAL TRADE, ARE WOV SNIPPED TO/FROM RSA AT COST OF
DOLS 188+138 PER TON COMPARED TO DOLS 33 PER TCW THRY
SEIRA/NACALA (1983 COSTS). -ANOTNER MAJCR 11PORT, FUEL,
COSTS DOLS 208 TO SNIP IMLAND CONPARED TO DOLS S8 PER
TON IF RAILED IN FROM MOZMMBIQUE PORTS. @Y LATE 1904,
MALAWI MOVED 80 PERCENT OF ITS EXTERMAL TRADE OVER THESE
TLOWGER, MORE EXPERSIVE ROUTES. THESE ALTERNATIVE ROUTES
IARE THEMSELVES UNSTASLE ABO SURJECT TO UNPRED ICTABLE
@ELAYS AND INTERRUPTIONS. TNE MECESSITY FOR EMROUTE
GO0AL CHANGIS TOSETHER VITH TRE POLITICAL AND TECHNICAL
“OIFFICULTIES OF TRANSITING TNRER INTERMATIONAL BORDERS
ENROUTE ADD TO THE COMPLEXITIES, COSTS AND UWREL IABILITY
OF THE TRANSPORTATION 3YSTENS.

C. TNE CIF MARGIN ON INPCRTS RAS INCAEASED FRCHN 22
PERCENT IN THE EVENTIES AND 28 PERCENT IN 1980 TO 48
PERCERT BY 1338 (B8RO CONSERVATIVELY ESTIMATES THE »
ADDITIONAL ECOMOMIC DT CF USING RSA PCRTS OVER THOSE
N MCIMMBIGUE T3 BE aT LEAST DOL: 4 mILLION ARMUALLY, A
COST EQUAL TO ABOUT 29 PERCINT OF THE VALUE CF EXPORTS.

B. WITH THE ASZISTANCE OF THE Inf, 'SRC, USAID anD
GTHER WVESTERN DONORS, 4OM |5 :TEDIL/ MIRING THE
REQUIRED ECOMOMIC POLICY REFORMS NEEDED TO RESTORE
HEALTH TO THE NATICNAL CCCNOM'. HOWEVER, THE INPACT CF
THESE POLICY REFORNS N THE NEAR TIRM HAS BEEN ADVERSELY
AFFECTED OY THE HIGH COST AND UNCERTAINTY OF COMMERCIAL
TRARSPORTATION,

€. TAE STRUCTURAL ADJUSTMENT PROGRAN WMICN COPNENCED (N
THE EARLY 1900°7 NAS GRADUALLY BRQADEWED AND OEEPEMED.
THE REFORN PROGRAR CONTINUES 1TS NAIN FCCUS ON |MPROVING
ECOMOMIC INCENTIVES AND PRODUCTIVE EFFICIENCY.
AGRICULTURAL PRICE POLICIES CONTINUE TQ ENCOURAGE
INCREASES 1N ANO DIVERSIFICATION OF OUTAUT, TO IMPROVE
CLIMATE FOR PRIVATE SECTOR GROVTH, PRICE CONTROLS ABE
CRADUALLY BEING ELIMINATED AND TNE FOREIGH EXCNANGE
ALLOCATION SYITEM 1S BEING FOCUSED ON TRE PROMOTION OF
COMPETITION IN INDUSTRY, REGULATORY ANG -LICENSING

UNGLASS IF [ED

INCUMING
TELEGRAM

LILONG 91306 03 OF 9 m918312 91101 SIS ALDS1YY
PROCEDURES ARE SE:NG CLARIFIED AND STREAML | NED.
INSTITUTIONS TO PROMOTE CXPORTS ARt BEING STRENGTHEMED.
TAX STRUCTURES ARE UNDER REVIEW TO INSURE THEY DG WOT
IMNIBIT PRODUCTION OR D1:COURAGE iNVESTMENT.

" INCREASINGLY, PRIVATIZATION AND GREATER EFFICIENCY NAVE

BECONE PERFORMANCE INDICATORS OF TNE STRUCTURAL
ADJUSTHENT PROCESS.

F. 1N SUM, THE ECONOMIC RECOVERY ANG GROWTN STRATEQY
PURSUED BY TWE MALAWI GOVERNMENT EWPHASIZES (1}
DIVERSIFYING AGRICULTURAL OUTPUT, ESPECIALLY TRADEABLE
EXPORT COMMODITIES; (2) LIMITING THE GROWTN ANO
INPROVING THE EFFICIENCY OF THE PUSLIC SECTOR: AND (3)
PROMOTING A GREATER ROLE FOR THE PRIVATE SECTOR. TME
GOM MAS DEMONSTRATED A FIRM COMMITMENT TO PLLICY
REFORM, THE ECOMOMIC PROGRESS MADE AND THE RESOLVE TO
ABDRESS THESE WEAXNESSES IN THE PAST FOUR YEARS IS
INDEED INPRESSIVE CONSIOERING THE WORSENING EXTERNAL
TRANSPORT CRISIS,

PART t14, STRATEGY FOR ADDRESSING TRANSPORT CRISIS

A TNE GOM NAS ADOPTED A TWO-PRONGED STRATEGY FOR
COPING VITN THE TRANSPORT CRISES. FIRST, BECAUSE OF TNE
INSTABILITY AND UNCERTAINTY WITHIN THE REGION, PRIORITY
IS GIVEN TO KEEPING OPER ML TIPLE LIMKS TO MAJOR
SEAPORTS AND MINIRIZING THE COST ASSOCIATED WITN USING
THESE ROUTES. SECONS, EFFORTS ARE UNDERWAY TO DIVELOP
THE INSTITUTIOLAL CAPACITY TO SCHEUULE, CONTROL AND
UFFECT VITAL FREIGNT MOVEMENTS INTO AMD OUT OF MALAVI
TNROUGN NEIGNBORING PORTS ANO TRANSIT POINTS.

0. TRE FIRST PART OF TMIS STRATEGY IS BEING PURSUED
LARGELY TRROUSH THE PUSLIC SECTOR AND INVOLVES
OEVELOPING THE |WFRASTRUCTURE NEEDED TO EFFICIENTLY
UTILIZE MLTI™LE TRANSPORT ROUTES TO SEAPORTS. ELEMENTS
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ACTION AID-08 CONTAINED AND EFFICIENCY HAS |NCREASED AS EVIOERCED BY
THE REDUCTION OF EMPTY BACKNAULS. OTHER CLEMENTS OF
ACTION OFFICE AFPD-N4 TNIS PART OF MALAWI®C STRATEGY tNCLUDE (1) OEVELOPING 4
INFO AMAF-I2  AFEA-D) AFSASQ] AFOP-88 FPA-02 AFTR-03 PPPR-92 RALAVIAN INTERNATIONAL TRUCK (NG INDUSTRY; (2) '
6C-01 GCAF-M1 GCFL-31 PPOC-L C-82 CALI-R “CPS-42 CT-08 ENCOURAG ING INPORTERS TO SHIP GOODS ON A FAS O FOB
PPR-0L AFPE-S4 AFOA-S2 XELO-@L PRE-S8 /852 A4 in BASIS RATNER THAN CIF BASIS; AND, (3) ENCOURAGING TNE
PRIVATE SECTOR TO WANDLE FREIGHT MOVEMENTS ALONG ™e
INFO LOS-08 COPY-01 AF-08 Ciat-08 €3-m 000E-08 L-03 NORTRERN CORRIDOR.

nx v
bttt entacestdS U 11T B JET VRNF3)
P SIONATL MAY 8§
FN ANEMBASSY L ILONGME
TO SECSTATE WASNOC PRIORITY 8818
INFO AMEMBASSY NAIRORI PRIORITY
AMEMBASSY UARARE PRIORITY

UNCLAS SECTION 84 OF 03 LILONGUE 21808
AIDAC

AID/W FOR AFR/DAA L. SAIERS; AFR/PD M. GILBERT; AFR/SA
B. THOMPSON; AND AFR/DP J. WOLGIN

RAIRONI FOR REDSO AND RLA

NARARE FOR sarP

6O, 123%: WA .
SUBJECT: TRANSPORT SECTOR PROGRAM GRANT PAIP (12-820)

OF TBE STRATEAY INCLUDE: (1) IMPROVING AND MAINTAINING
ROAD AND RAIL LINKS TO TNE PORT OF DURBAN VIA LUSAKA
ANO/OR NARARE; (2) DEVELOPMENT OF & MEW TRANSIT CORRIDOR

MORTHERN CORRIDOR) TNROUGH NORTNERN NALAVI AN TANIANIA

TO THNE PORT OF DAR ES SALAAN; AND (3) SUPPORT OF EFFOSTS
TO RENABILITATE RAIL AND ROAD SEAVICE TD TNE MOZAMSIQUE
PORTS OF BEIAA ANS MACALA. THE GON MAS SUPPORTED AND
CONTRISUTED TO REGIONAL TNANSPORT PLAMNING

EFFORTS TO DEVELOP ANG |MPROVE YAE REGION’S TRAMSPORT
INFRASTRUCTURE BOTH SILATERALLY AMD THROUGH REGICWAL
FORUMS SUCH AS SATCC. IN TRE ABSENCE OF REGIONAL
MREEMENTS, GOM RECOLNIZES TNE MEED FOR BILATERAL
ASRECPENTS (NSURING CONT INUED UTILJZATION OF TRESE
ROUTES IN A COZT EFFICIENT RANER ANG VITH A FAIR
DISTRIBUTION OF TRAFFIC. OM A REGIONAL 3ASIS, GOW WAS
WORKED CLOSELY WiTN UNCTAD IN |TS EFFORTS TO RATIONAL IZE
RATIONAL TRANSPORTATION SYSTENS WiTRIN:THE REGION AND TO
STANCARDIZE ANO SIMPLIFY SHIPPING DOCUMENTATION AMORS
SADCC COUNTRIES. ,

C. TAL SECOMD PART OF TME STRATEIGY IS TD DEVELOP A
RALAWIAN CAPACITY TO PLAN, MANAGE AND GARRY UV VITAL
FREIGPT NOVEMENTS INTO aND OUT OF THE COUNTRY THROUGH
REGIONAL PORTS AND TRANSIT POINTS. GOM IS RELYING 3N
TRE PFIVATE SECTOR TO PROVIOE TRANSPORT SERVICES, wILE
LIMITING GOVERMMENT" < ROLE TO ONC OF STRATEGIC PLANNI NG,
COORDINATION AND PROMOTING THE DESIRED TYPE OF PRIVATE
SECTOR TRANSPORT OPERATIONS AND GROWTH.

0. 1M 1982 VITH MILLIONS OF DOLLARS OF FERTILIZER ANG
OTHER IWPORTS STUCK IN SEIRA, MALAVI RECOGNIZED THAT (T
WAS IMPERATIVE TO ACOUINL GREATER CONTROL OVER FREIGNT
MOVEMENTS (W AND OUT OF TNE GOUNTRY. THIS CONTRCL IVER
FREIGNT MOVEMENTS: 1S CENTNAL TO NARE SN!PPING COST nORE
EFFICIENT OR TO RECUCE FX EXPENQITURES. FOP ExamrLe,
EFFORTS ARE BEING MADE: (1) TO REDUCE THE MUMBER OF
ENPTY BACKNAULS OW LOADS DELIVERED TO UMLAVI ARO (2) TO
ALLOV MALAVIAN TRANZPORTERS A SNARE OF THE MARRET, T0
ACOUIRE TN(S CONTROL, THE MALAVI INTERNATIONAL TRANSPORT
COMPANY (MITCO) WAS ESTABLIZNED TO BOOK FREIGHT SERVICES
TO AND FROM MALAWI, 1T OPERATIONS HAVE BEEW
COMPETITIVE ANS CFFICIENT. FREIGNT RATES WAVE SEEN

URCLASSIFIED

£. WMILE PROGRESS NAS BEEN MADE 'N |NPLEMENTING oTNER
ELEMENTS OF THE STRATEGY, PERFORMANCE IN CONTROLL ING
FREIGHT HOVZ:ZNTS MAS BEEN LESS IMPRESS|VE. RALAWI'S
INTERMAT IGNAL TRUCK FLEET 1S NOT muUCH LARGER, ALTHOUGH
TRE AVIRAGE AGE OF TAE FLEET WAS BEEM SIGNIFICANTLY
REDUCED AND TRUCKING OPERATIONS ARE MANAGED MORE
CFFICIENTLY. GROWTN OF A PRIVATE TRANSPORTATION
INDUSTRY |S CONSTRAINED BY: (1) TNE HIGM COST STRUCTIRE
OF A MALAUIAN BASED TRUCKING OPERATION: (2) LIMITED
ACCESS TO FOREIGN EXCHANGE ANO CREDIT; AND, 0)

IRSUFF ICIENT TECHMICAL AND MANAGERIAL SKILLS. THE
CFFORTS GEING MADE TO COPE WITN THE TRANSPORT CRISIS
SINUINELY COMBINE PUBLIC AND PRIVATE SECTOR RESOURCES I
A BALANCED RELATIONSHIP. TNE PROGRESS MADE THUS FAR WAS
NOT BEEW EASY BUT, 1T IS EVIDENT THAT THE PRIVATE AND
PUBLIC SECTORS ARE ESTABLISHING A COOPERATIVE WORKING
RELATIONSHIP AND A STRONGER, BETTER DEF INED WAT IONAL
TRANSEORTATION POL ICY FRANEVORN.

PART IV, PROPOSID GOM POLICY AND PROSRAN FRAMEVORN

A THE GOM IS PLANKING FOUR MAJOR ADJUSTMENTS TO TS
TRANSPORT POLICY TO FURTHER DEVELOP MALAVI®S

INTERNAT IONAL ROAD TRANSPORTATION INOUSTRY sMD TO REDUCE
THE TRANSPORT COST BURDEN ON THE ECONONY,

(1) FIRST, THE INOUSTAY NAS TO BE COMPETITIVE WITRIN A
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ACTION A1D-00 THERERY ENCOURAGING FURTHER INVESTMENT.  THESE INCLUDE
ENCOURAGING PRIVATE FOREICH CAPITAL TO INVEST N TuE
ACTION OFFICE AFPD-08 INDUSTRY AND SCEKING OONOR ASSISTANCE TO INCREASE TNE
INFO AAAF-02 WFEA-P1 AFSA-§) AFOP-08 FPA-82 AFTR-g3 rers-n AMGUNT OF CREDIT AVAILABLE TO TME iNouSTRY. TO
GC-01 GCAF-81 GCFL-01 PPOC-M C-02 CALI-2 * CPS-02 Cr-m FACILITATE INOUSTRY ACCESS TO FX, CONSIDERATION IS BEING
PPR-§1 AFPE-84 AFDA-M2 RELO-S1 PRE-06 /£32 A4 n GIVER TO PROVIDING TRANSPORT FIANS WITH AN FX REVOLVING
ACCOUNT BASED OW PROJECTED REQUIREMENTS, THESE STEPS
INFO LOS-88 COPY-01 AF-08 CIA-08 (8-B ooRE-08 /e v VILL LEAD TO TNE ESTABLISNMENT OF A STRONGER FINANGIAL
~143643 911291 /23 BASE FOR THE EXPANSION AND DEVELOPMENT OF PRIVATE
P BT May 88 RALAVIAN TRUCKING INDUSTRY.
FR AMEMBASSY LI1LONGME
TO SECSTATE WASNOC PRIORITY 8818 {3) TRIRD, TNE GOM YIEWS ITS ROLE AS FACILITATING ™e
INFO ANEMBAISY NAIROB) PRIORITY PRIVATE SEZCTOR OPERATIONS OF TNE AOAD TRANSPORT SYSTEM.
AMEMBASSY HARME PRIORITY . AT PRESENT, BASIC ORGANIZATIONAL AND INSTITUTIOMAL
INFRASTRUCTURE REQUIRED FOR A MORE EFFICIENT REGIONAL
UNCLAS SECTION #3 OF 09 LILONGWE §1808 N0AD TRANSPORT WETWORK DOES MOT EXIST. LONG STANDING
INTERMATIONAL AGREEMENTS GOVEAN INTERMAT IOMAL FREIGT
AIDAG NOVENENTS BY RAIL RETWEEN MALAWI ANO MOZAMBIQUE BUT MO
SUCH AGREEMENTS EXIST BETWEEN MALAL'Y AND ITS NEIGNSORS
AID/V FOR AFR/DAA L. SAIERS; AFR/PD M. GILBERT; AFR/SA FOR ROAD TRANSPORT.
R. THOWPSOM; AND AFR/DP J. WOLGIN
NAIROBI FOR REDSO AND MLA (A TO DEVELOP THE INOUSTRY WITHIN ITS REQIONAL cowrexr,
NARARE FOR saar G0N NAS EMSAANED ON BILATERAL AND REGIONAL NEGOTIATIONS
: TG SEEX AGREEMENTS WMICN REGULATE INTERSTATE ROAD
€.0. 12336: W/A TRANSPORTAT [ON OPERATIONS, ASSURE AN EQUITASLE SHARING
SUBJECT: TRANSPORT SECTOR PROGRAN GRANT PAIP (§12-9220) OF TRUCH TRAFFIC AND MAKE FREIGET TRANSIT PROCEDURES
) MORE ‘TFFICIENT. OF SPECIAL IMPORTANCE ARE AGREEMENTS
REGIONAL SYSTEM. HOVEVER THE COST STRUCTURE FOR A VITH THE COVERBMENT OF TAMIANIA (TANGOY) APPLICASLE TO
NALAVIAN BASED TRANSPORTER 1S SUBSTANTIALLY MIGHER THAM THE TRARSPORT OPERATIONS ALOWG THE NORTHERN CORRIDOR ANO
COMPARABLE OPEXATIONAL COSTS FOR SOUTN AFRICAN OR VHCH GOVERN TRANSITING GOOBS TRROWEM TANZANIA.
LIMBABVEAN FIRNS. THE NIGNER COST STRUCTURE RESULTS .
FRON A NUMBER OF FACTORS SUCH AS TAKES AND OUTILS LEviee - @) GOVERWMENT CAN FACILITATE THE INOUSTRY’: ASSESS TO
OF VENICLES, SPARE PARTS, ARD FUEL; NIGH 1nSURANCE GUSINESS BY ENCOURAZING IMPORTERS TO SHIP FOB RATNER
PREMIUNS; SEASONAL ITY. IN DEMAMS FOR TRANSPORT STRVICES; THAN-CIF ANO FOR EXPORTERS TO SWIP ON A CiF RATNER THAN
MALAWI'S GEOGRAPRIC LOCATION; AND REGIONAL TRADE FLOWS. FOR. IN CASIS WNERT INPORTS ARE SNIPP.D ON AN FOB 8ASIS

SOME OF THE FACTORS CONTRIGUTIUG TO TRIS CIST STRUCTURE
ARE EXOGENOUS; OTNERS, NOMEVER, CAMN BT (NFLUENCED BY
GOVERNRENT POLICIES AND PROGRAMS. (0 IMPROVE THE
COMPETITIVERESS OF MALAVIAR JPERATORS, TWE GOM IS
CUNSIDERING A REDUCTION IN THE DUTY ANB TAX ASSESSED On
NEAVY-DUTY TRUCKS, SPARES, AND TIRES. GOM IS TRYING 10
FACILITATE FUEL PURCNASIS FOR THE (NOUSTRY OWTSIDE OF
RALAVI THROUGN BILATERAL AGREIMENTS ANS ARRANGEMENTS
WITH TNE RESERVE SAMN. TO REDUCE INSURANC: 20STS IN ™
FUTURE, GOVERWMENT IS PLANNING AN 1'PROVED PROSEAN OF
VENICLE (NSPECTION AND SAFETY AIMED AT GETTING vE4ICLFS
IN POOR MECHANICAL CCYDITION OFF ROADL, A WEV CATEGORY
OF CRIVER'S LICENSE FOR INTEINATIOMAL TRUCSERS 1S BEING
ESTABLISHEC TO KPROVE JRIVER COMPETENCY WHiCH INULD
ALSC REJUCE INSURANCE COSTS AND ACL! DEYTS. THESE
MEASURES WILL ENDER THE MALaVi SASZD IIDUJIV NGAE ARLE
TO COMPETE WITHIN TNE REG:ON.

{2) SECOMO, MALAVIAN TRANSPOYTERS R:QUINE SETTER AcCEsS
TO FINANCIKL RESQURCES INCLUDING CRIDIT ANI FORE|GN
EXCYANGE (FX). WWILE FX aLLICATIONS ARE MAOE FOR
PURCNASEZ OF VEMICLES, 1T IS DIFFICJLT URDER CURRENT
PROCEDURES TO PROMPTLY OBTAIN FX TO COVEK JPERATING
EXPENSES SUCN AS SPARE PARTS. TIRES, TRAVE. AND PERMIT
FEES FOR WEIGNOORING SOUNTRIES. TNE LACK OF TIMELY .
ACCESS TQ FX ALSO PEDUCES TME OPERATIONAL EFFICIENCY OF
TNE MALAVIAR TRANSPORT |NOUSTRY,

(A) APAAT FROM TRE FX PROSLEY, W' CREDIT |5 AVAILABLE
DOMESTICALLY ASIOE FROM A SMALL AMCIMT OF SUPPLIERS
CREDIT. RISK AND UNCERTAINTY COMBINED, WiITH LOW PROFIT
WARGINS WAS TEMOED TO RESTRICT PRIVATE SECTOR LENOING IN
THE TRANSPORT SECTOR,

@) GOm 1S CONSIOIRING SEVERAL ACTIONS WICN WILL fnr
I LOVER COST STRUCTURES AND GREATER PROFITABILITY,

UNCLASSIFIED
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ACTION AID-88

9263 MINS A1D5162

ACTION OFFICE AFPD-S4

INFO  A2AF~02 AFEA-82 APSA-0) AFDP-88 FPA-82 AFTR-3S PPPR-R
GC-01 GCAF-O1 GCFL-M PPOC-BL C-32 CALI-M2 cPs-02 c1-m
PPR-01 AFPE-84 AFOA-02 RELO-F1 PRE-M6 /P32 A4 in

1060 COPY-01 AF-08  CIAE-0O CB-38 DOOZ ~08

meessmccccance——e=146073 9911322 /23

LOG-08 /"y
P BIPIATL NAY 36

FM AMENBASSY L ILONGWE

TO SECSTATE VASNDC PRIORITY 828

INFO AMEMBASSY NAIROB! PRIORITY

AMENSASSY NARARE PRICRITY

UNCLAS SECTION €% OF 39 LiLOWGME 51898
AlBaC

AID/W FOR AFR/DAA L. SAIERS; AFR/PO M. GILBERT; AFR/SA
R. THONPSON; AND AFR/DP J. WOLGIM

NAIROB! FOR REDSO AN RLA

NARARE FOR -SARP

€.0. 12336: wa
SUBJECT: TRANSPORT SECTOR PROSRAM GRANT PAIP (§12-0128)

(0.0, FERTILIZER), MALAW! WAS DEMEFITTED. YET Taf
PRIVATE SECTOR, PERCEIVING SOME FINANCIAL DISADVANTASES,
NAS SUEN RELUCTANT TO CMANGE TRE SASIS ON WMICH FREIGNT
IS SNIPPED. FURTNER ANALYSIS IS REQUIRED SEFORE GOW CAN
PROMULOATE POLICIES RESULTING IN THE DESIRED CHANGE N
TRE PATTERN OF SHIPPING PRACTICES, YET N A MANNER NCT
OISRUPTIVE OF COMMERCIAL RELATICNSHIPS,

{4) FOURTN, TRE THUCKING INDUSTRY NAS WO |M-HOUSE
TECHNICAL AN MANAGEMENT TRAINING CAPACITY. AT PRESENT,
THE INDUSTRY 1S MOT IN POSITION TO MANE TNE SUSSTANTIAL
INVESTIENT iN TRAINING WMICH 1S REQUIRED. PUSLIC
INSTITUTIONS EXIST WI1CH CAM PROVIDE TRAIPING IN
AUTONOTIVE AND MECNANICAL SXILLS AND BUSINESS ACCOWNTING
AND PANAGEMENT SKILLS. WITH ASSISTANGE, THESE
'NSTITUTIONS CAl DEVELOP APPROPRIATE TRAINING PROGAANS
AND PROVIDE THE TYPE OF TRAINING WEEOED 8Y THR

(NBUSTRY. GOVERWMENT 1S EXPLORING VARIOUS OPTIONS TO
PROVIOE MATERIAL AND FINANCIAL SUPPORT TO THESE
INSTITUTIONS TO TRAIN MANPOVER FOR THC TRANMSPORT SICTOR.

B. N SUM, EACH OF THE ABOVE AREAS OF POLICY CHANCE CAM
POYERTIALLY IEDUCE TW. COST <ND DEGREE OF RiSA WM (CN
CURRENTLY CONS™RAIN THE GROW-H OF THE MALAWIAN R0AD
“RANSPORT INOUSTRY N0 WMICH !MPEDE GREATER PRIVATE
SECTOR .mVOLVEMENT M TME INDUSTARY.

PART V. TNE PROGRAM GRANT

A, THE PURPOSE OF THE PROPOSED GRANT IS TO SUPPORT GOM
EFFORTS TO UNDERTANE THE FOUR POLICY CNANGES D1SCUSSED
1N PART [V WICR WILL CREATE A TRANSPORT SECTOR
ENVIRONMENT CONDUCIVE TO THE ESTABL ISHMENT OF A MORE
COMPETITIVE MALAWIAN BASED INTERNATIONAL ROAD TRAMSPORT
INDUSTRY. THE US DOLS 3.9 MILLION IN FORE 1GH EXCHANGE
RESOURCES PROVIDED THAOUGH THIS GRANT WiLL NELP FILL THE
CRITICAL EXTERMAL FINANCIAL REVENUE GAP, MUCH OF WMICH
IS TNE DIRECT RESULT OF INCREASED TRANSPORT COSTS. ™E
DISBURSEMENT OF THESE GRANT FUNDS VILL BE LIWMED TO
POLICY ADJUSTMENTS AFFECTING THE GROWTN AND DEVELOPMENT
OF A MORE COMPETITIVE aND EFFICIENT PRIVATE SICTOR
TRANSPORT |NOUSTRY,

UNCLASSIFIED
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LILONG 806 2 OF 29 #Msa2
8. THE US DOLLAR 1.5 MILLION WILL BE DISBURSED In TwO
TRANCNEZ OVER A PERIOD OF TGO YEARS. THE LOCAL CURRENCY
GENERATED OY TMCSE DOLLAR AESOURCES WiILL BE USED BY THE
GOM TO FROVIDE CREDLT, TRAINING AND OTHER SUPPORT L imMWED
TO THESE POLICY CNANGEL AND TWE EFFICIENT GROVTN OF THE
INOUSTRY. OOLLAR DISBURSEMENTS MAVE SEEN TRANCHED TO
RESPOND TO PROGRESS |N NMEETING POLICY PEAFORNANCE
TARGETS.

() TME FIRST DISBURSEMENT OF DOLS 2 MILLIOW IS TIED TO
MEETING THREE POLICY CHANGES WMICH ARE CRITICAL TO THE
ESTABLISUMENT OF AN EFFICIENT INQUSTRY, COMDITIONS FOR
FIRST DISOURSEMENY ARE EXPECTED TO 8E MET ViT¥;i THREE
NONTHS OF SIGNING THE PROGRAM GRANT AGREEMENT. THESE
CHANGES AND THE IMDICATORS TO RELEASE TNESE OF FUMDS ARE:

(A) SUBSTANTIALLY RECUCING OUTSES, LEVIES, SURCHARGES
AND OTHER TAXES ASSESSED ON MEAVY-QUTY TRACTORS,
TRIGGERING MECHANISN VILL BE
ISSUANCE BY GOM OF A REVISED POLICY AND REGULATIONS
WHICK VILL LEAD TO A REDUCTION IN EXCISE CHARGES OW
THESE 1TEmS.

@) INCREASING THE ANOUNT OF CREDIT AVAILASLE TO THE
INTERWATIONAL ROAD HAULAGE INDUSTRY. TRIGGERING
MECRANISH VILL B A POLICY STATEMENT FROM GOVERNMENT
SITTING FORTY TWE TERWS AND CONDITIONS (1) UMDER WiiCR
(T IS PRIPARED TO OMLEND FUMDS TO INTERMEDIATE CREDIT
INSTITUTION (IGI), AN (2) WMICH APPLY TO GOM FUNOS
CHANNELLED TO SUBSORROVERS BY THE ICI.

€) DEVELOPING AN INOUSTRY-VIDE TRAINING SYSTEN.
TRIGGERING MECNARISM WILL BE A POLICY STATEMENT FROW
COVERWMENT DESCRIBING TNE TYPES OF TRAINING REOUIRED FOR
THE DEVELOPMENT OF THE INOUSTRY, THE TYPES OF TRAINING

9265 #37888 AIDY16
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ACTIGN al0-09 INOUSTRY,
ACTION OFFICE AFPO-#4 THE PROGRESS REVIEW FOR TNE SECOND TRANCWE IS LINELY T0
IO AMF-02 AFEA-S3 AFA-0] AFOP-0S FPA-M2 AFTR-@ PPRR-R2 OCCUR BETVEEN THE FOURTN AND Z8TH MONTN OF THE PROGRAN.
GC-81 GCAF-G1 GCFL-81 PPOC-PL C-02 CALI-P2 CPS-®2 (T - THE REVIEW OF PROGAESS WILL GE CONOUCTES BY USAID AMD
PPR-0L AFPE-S4 AFDA-G2 RELO-S1 PRE-06 /M2 M 2y TAE Gom.
INFO LOG-09  COPY-S1 AF-08  CIAE-M0 E8-63  DOOE-0 /089 v PART VI. USES OF LOCAL CURRENCY GENERATIONS
smeesssseoccceeeee 46201 MLINL /D)
P BT MAY C6 A THE HALAVIAN KUACHA EQUIVALENT TO TNE AMOUNT OF U.S,
FR ANEMBASSY L ILONGME OOLLAR DISBURSED FOR BALANCE OF PAYRENT SUPPORT WILL BE
TO SECSTATE WASNDC PRIORITY 3421 DEPOSITED IN A SPECIAL ACCOUNT SET UP BY TNE GOM IN THE
INFO AMEMBASSY NAIROBI PRIORITY RESIRVE BANK O MALAVI. FUNDS DEPOSITED INTO THIS
AMEMBASSY NARARE PRIORITT ACCOWNT WILL BE USED TO FINANCE ACTIVITIES UNDERTAXEN 8Y
: TAE GOM YO PROMOTE THE EXPANSION OF MALAVI BASED
UNCLAS SECTION 87 OF #9 LILONGWE 1006 INTERMATIONAL ROAD TRANSPORT CAPACITY. FIAST PRIORITY
USE OF THESE FUNDS WILL BE TO EXPAND THE SUPPLY OF
AIDAC ' CREDIT AVAILARLE TO THE PRIVATE SECTOR, (MCLUDING
WORKING CAPITAL XEEDED BY MALAVIAN OPERATORS ENGAGED I
AIO/V FOR AFR/DAA L. SAIERS; AFR/PO M. GILEERT; AFR/SA BUSINESS START-UP. SESOND PRIGRITY FOR THE USE OF TNE
R, THOMPSON; AND AFR/OP J. VOLGIN LOCAL CURRENCY WILL BE TO FINANCE MANAGEMENT ANO
NAIROB! FOR REDSO ANO RLA : TECHRICAL TRAINING PROGRANS FOR THE INOUSTRY. 3PECIAL
NARARE FOR SARP EFFORT WILL SE GIVEN TO PROVIDING TRAINING TO INCREASE
TME EFFICIENCY AND EFFECTIVENESS OF MALAVIAN
E.0. 12938: WA TRANSPORTERS (N ORDER TO RAKE THEN' COMPETITIVE viTH
SUBJECT: TRANSPORT SECTOR PROGRAM GRANT PAIP (812-4220) FOREIGN BASIO NAULERS. THE THIRD PRICRITY USE OF TMESE
FUNOS VILL BE THE EXPANSION OF TNE COWMERCIAL VEMICLE
PROSRANS WHICE (T INTENDS TO PROMOTE OR CAUST 10 BE SAFLTY ARD IKSPECTION PROGAAN, ENFORCINENT OF VEIGHT
ESTABLISHED, THE NAJOR INSTITUTIONS PROPOSZD TO o€ RESTRICTIONS ON MAJOR WIGHUAYS AN AT MAJOR SORDER
INVOLVED [N PROYVIDING THIS TRAINING ASD WOV COVERWNENT - POSTS. THE FOURTN AREA OF PRIORITY FOR USE OF LOCAL
INTENSS TO MANAGE AND COORDINATE SUCH TRAINING. THE CURRINCY GENCIATIONS VILL UE PROGAAN NAMAGEMENT MDD _
POLICY STATEMENT SHOULD ALSO INDICATE MOV GOVERWCZNT AONINISTRATION CosTS.

WILL SUPPORT THIS TRAINING PROSEAIL
. PART Vil. PROGRAM |MeacT
@) THE SECOND OISOURSENENT OF DOLS 1.9 WILL BE MADE OW
BASIS OF SATISFACTORY PROGRESS ON THE FOLLOWING POLICY
CRANGES ;

(A) ESTABLISNING A MECNANISH TO PROVIOE CREDIT TO
MALAVI‘S INTERNATIONAL TRUCKING |NDUSTRY. PROGRESS
INDICATORS FOR INCREASING CREDIT WILL INCLUDE: (1)
VIETHER THE MECNANISA OR (NSTIYUTION IS FULLY
ESTABLISEED; AND (1) WERTHER CREOIT OPERATIONS ARE
UNDERKAY,

@) INCREASING ACCESS 70 FX. PrOGAESS INDICATORS WILL
INCLUDE MORE RAPIO AND INCREASED ACCESS TO FX: (1) fom
ESSENTIAL OPERATING COSTS (1.E. 2ERI0DICAL ALLOCATIONS .
OF FX BASED OW FIRNS PROJECTED FX NEEDS!, AN (2) TO
FINMCE VENICLE ANO EQUIPMENT PURCNASES.

‘€) NEGDTIATING BILATERAL TRARSPORT AGREEMENTS.
PROSRESS INDICATORS WILL INCLUDE AGREEMENTS HAVING SEEN
CIGHED OR ODCUMENTED PROGAESS IN NEGOTIATING SUCH
AGREEMENTS.

0} MEGOTIATING REGIOMAL TRANSPORT AGREEMENTS. PROGRESS
INQICATONS WILL INCLUDE SADCC, UNCTAD OR OTHER REGIOMAL
AGREEMENTS CONCERWING ROAD TRANSPORT OR FAE:SNT
MOVEMENTS BY ROAD AND RAIL VITH!N THE REGION. THESE
INCLUDE AGACEMENTS OM CUSTONS OUTIES, VENICLE OPERATING
STANOARDS, LOAD WEIGHTS, ETC.

) ESTABLISNING AN ADEQUATE ANALYTICAL BASE FOR FUTURE
POLICY DECISIONS. PROGAESS INDICATORS VILL IWCLUDE: (1)
A OATA BASE FOR PROVISION OF INFORMATION ON {NCREASING
PROCUREMENT On AN FOB BASIS FOR MAJOY INPORTS N9
SELLING OW A CIF BASIS FOR MAJOR EXPORTS; ANG (1) AN
INFORMATION SASE On PERFORMANCE OF MALAVIAN
INTERNATIONAL TRUCKING INOUSTAY ANG PROBLENS FACING

UNGLASS IFIED
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ACTION AID-00 POLICY FRAMEWORR SUFPORTED BY THIS GRANT WiLL RESULP IN
- INPROVED RATES OF RETURN ON OTHER RELATED TRANSPORT
ACTION OFFICE  AFPD-84 INVESTMENTS.  AS SUCN, THE INCREASED RATE OF RETURN
1NFD  AAAF-02 AFEA-93 AFSA-33 AFOP-86 FPA-£2 AFTR-g3 PPPI-'! ATTRIBUTED TO TNIS PROGRAM SHOULD SERVE AS AN |NDUCEMENT
€C-01 GCAF-01 GCFL-01 PPOC-#1 C-92 CALI-#2 - CPS- 02 CT-mm TO INCREASE OR LEVERAGE ADDITIONAL FUNDS FROM QTHER

PPR=61 AFPE-84 AFDA-#2 RELO-01 PRE-OC /032 A4 ” DOSORS FOR INVESTMENT |N THE TRANSPORT AND PRIVATE

SECTORS. THE NATIONAL TRANSPORT POLICY FRAMEWORK

INFO LOG-08 COPY-41L AF-08 ClAE-08 C8-88 DooE-00 L-B3 INFLUENCED BY THIS PROGRAM WILL ALSO RESULT IN A MORE
nx N BIVERSIFIED MATIONAL TRANSPORT SYSTEM MORE RESILIENT TO

momesseescsesceee= 148336 MI11431 /45 N3 EXTERNAL SHOCKS WMICN THE FUTURE MAY HOLD FOR SOUTNERN

P MOMATZ MAY 36 MRICA,
FN AREMBASSY LILONGME
TD SECSTATE UASNOC PRIORITY 1822 €. THIS INVESTMENT OF DOLS 3.5 MILLION AND JTS

(NFO AREMBASSY NAIROBI PRIORITY
AMEMBASSY HARARE PRIORITY

UNCLAS SECTION 88 OF 29 LILONGVE §1106

AIDAC

POTENTIAL MPACT SHOULD BE VIEWED WITHIN THE BROADER
CONTEXT OF OTNER AID INVESTMENTS PLAMMED FOR THE
TRANSPORT SECTOR WHICN INCLUDE: AN [NSTITUT!ONAL
STRENGTNENING GRANT OF OOLS 1.5; A SOUTHERM AFRICA
REGIONAL PROGRAM GRANT (SARP) OF DOLS 10 MILLION FOR THE
NORTNERN CORRIDOR INVESTMENT PROGRAM; AND A SECOND 3ARP

SRANT OF DOLS 1.2 MILLION TO UNCTAD TO ASSIST 3ADCC

AlD/V FOR AFR/DAA L. SALERS; AFR/PD N. GILBERT; AFR/SA COUNTRIES DEVELOP MORE MORE EFFICIENT REGIONAL TRANSPORT

R. THORPSOM; AND AFR/OP J. WOLGIN SYSTENS. A1D FINANCING N ROAD TRANSPORT WiLL BF JOINED

NAIROBI FOR REDSO AND lll BV SIMILAR ANOUNTS OF FINANCING FROM TNE VEST GERMAN AND

NARARE FOR SARP : POSSIBLY THE BRITISN GOVERNMENTS. THE NORTNERN CORR|DOR
INVESTMENT PROGRAN IS EXPECTED TO COST NEARLY DOLS S8

E. 0. 123%: N/A . . RILLION. PARTICIPATING DOWORS INCLUOE THE BRITISN

SUBJECT: TRANSPORT SECTOR PROGRAM GRANT PAIP (§12-8228) GOVERMMENT, 18%D ANO THE EEC. OTNER MAJOR SECTOR
INVESTMENTS UNCERWAY INCLUBE FUEL TRANSNIPMENT POINT AT

A THE PROPOSED SECTOR GRANT VILL IMPROVE THE POLICY ACHINJE, BLANTYRE-MVANZA HIGNWAY AND COMPLET|ON/

FRAMEWORN WITHIN WVNICH AN EFFICIENT MALAVIAN

INTERNAT |ONAL ROAD TRANSPORT |NOUSTRY CAN BE DEVELOPED. .
TRE PROGRAN VILL EMNANCE THE GOMS NOLE AS A FACILITATOR - PART VII1. PROGRAN OESIGN ANO |NPLEMENTAT}OM
WUILE ENABLING TRE PRIVATE SECTOR TO EFFICIENTLY OPERATE
TNE INDUSTRY. TNE GRANT VILL ALSO PROMOTE ThE
DEVELOPMENT OF AN EFFICIENT REGIONAL TRANSPORT SYSTEN.
VITHIN THE THREE-YEAR LIFE OF THE GRANT, THE FOLLOVING
FIVE NEY INPACTS ARE EXPECTED:

INPROVEMINTS IR RALAWI'S MAIN NORTH/SOUTE HIGNYAY.

A, USAID REQUISTS BUREAU REVIEV OF PAIP AS QUICKLY AS
POISIBLE BUT PREFERABLY BEFORE THE END OF MAY. NISSioN
NOPES TNAT AID/V REVIEV CAN BE COMPLETED ANO ECPR CABLE

@) THE RELIEF ON SURTAXES, LEVIES ANS DUTIES CNARGED OM
VENICLE PURCNASES ANO SPARE PARTS IS EXPECTED TO REDUCE
CURRENT OPERATING CCSTS TO THE INBUSTRY §Y ASOUT 18-12
PERCENT.

Q) RALAVIAN TRARSPORTERS VILL NAVE TNE POTENTIA. TO
INCREASE THEIR SWARE OF TME MARNET FRON ABOUT 13 PERCENT
TO ABOUT 48-43 PERCENT RESULTING FROM 1NPROVED COWTROL
OF TRAFFIC FLOWS AND AECIPROCAL TRAFFIC SHARING
AGREENENTS VITHIN THE SOUTNERN AFRICA AEGION. THIS WILL
ENABLE MALAVI TO GAINFULLY EMPLOY AW INTERWATIONAL FLEET
OF ALOUT 138 VENIGLES COMPARED TO CURRENT FLEET OF 43
VEHICLES. ,

3) aSSUMING THAT 1@ PERCENT OF TOTAL FRE{GAT CHARGES
NAULED BY M2LAVIANS ARE MALAVIAN SOURCE SOSTS, THE
POTENTIAL FGREIGN EXCHANGE SAVING PER 1289 TONS OF
FREIGHT MOVED BY MALAWIAN TRUGKERS 1S ASOUT US 0OLS
15,300,  MEM MALAWIANS' SHARE OF THE TRAFFIC INCREASES
8Y TNE TARGETED 25U, A0 TONS PER ANNUM, TNE ANWUAL FX
SAVINGS WOULO-BE US DOLS 1.5 TO & miLLION.

(4) TRAINING PROGRANS FOR TNE INOUSTRY ARE EXPECTED 10
RESULT IN AT LEAST A 13 PEACENT INCREASE im PRODUCTIVITY
ANB A REDUCTION N INSURANCE PRENIURS,

() A MORE EFFICIENT TEGIONAL TRANSPORT SYSTEN
FACILITATING THE PROVISION OF ROAD TRANSPORT SERVICES
ANO FREIGNT MOVENENT WiTHIN THE ltﬁlﬂ..

0. TRESE POLICY CHANGES VILL ALSO MAVE A POSITIVE

(WPACT OW OTMER USAID AND BILATERAL/MULTILATERAL DONOR
INVESTRENTS 1N THL MALAWIAN TRANSPORT SECTOR. THE

UNCLASSIFIED
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ract o1 LILONG B1006 B OF B3 B11142 3344 FIT0R4  AL0S1T7Y LILONG SISSG 09 OF #9 911147 9344 F37884 AID317S
“CTI0n A10-00 612-8218 (ACTP) FOR RECS UNGER SECTOR GRANT.  wOTE:
REMAINING DOLS 230,338 FOR ZECTOR PROGRAN GRANT ARE

ACTION OFFICE AFPO-84 UNOBL IGATED FY &6 FuNDS! .
INFO AAAF-82 AFEA-03 AESACH) AFOP-6 FPA-82 GCAN-02 AFTR-g%

PPPB-02 GC-01 GCAF-01 GCFL-M1 PPOC-BY C-02 "CALI-02 €. IF MECESSARY, OEALLOT/AEALLOT FY 28 DOLS 300, 800,

CPS-02 CT-M1 PPR-0! AFPE-04 AFDA-M2 RELO-SL PRE-0¢

ni A IR F. SUBMIT CNS Fr BOTN DEQS/REOS ANO SECTOR GRANT ASAP,
INFO LOG-08 COPY-B1 AF-08  CINI-08 EB-88 oooE-08 L-83 €. USAID WOUL! STILL APPRECIATE CABLE RESPONSE TO

/n2 N LILONGWE 2913,

SoTtesseccscsce1IS804  MLIIT /43 NoLmEs

P RS4TL naY 88

F AMEMBASSY L ILONGWE

TO SECSTATE VASNOC PRIORITY 8823
INFO AMEMBASSY NAIROBI PRIORITY
AMEMBASSY NARARE PRIORITY

" UNCLAS SECTION 09 OF 08 LILONGME S18NS
AIDAC

AID/N FOR AFR/DAA L. SAIERS; AFR/PO M. GILBERT; AFR/SA
1. THOMPSON; AND AFR/DP J. VOLGIN

RAIROBI FOR REDSO AND LA

NARARE FOR SARP

£.0. 12338: W/a

SUC.ZCT: TRARSPORT SECTOS PROGEAN GRANT PAIP 12-2220)

TRARSRITTED PRIOR TO MORGAN GILEEAT’S BEPARTURE FOR TOY

IN SOVTHERN AFRICA. EXPECTED USAIO MB WEST GERWAN -
ASSISTANCE HAS GENERATED CONSIDIRASLE OPERATIONAL .
MOMENTUR WM ICH WE VOULD LINE TO MAINTAIN. PLEASE ADVISE
RISSION REGARDING DEOBL IGATION/ REOSLIGATION

PROCEDUSES, IF POSSINLE, W& WISH TO EXECSTE DEOS AnS
NEOS VITH GOM SIMITANEOWSLY. PISTION REQUESTS AID/Y
APPROVAL TO EXECUTE PAAG AWTNORIZATION IN TRE FIELD.

0. FUMOING FOR TRIT GRANT WILL DE SECTIOB 10§
APPROPRIATIONS CURRENTLY OBL IGATED 1N GRANT ASREEMENT
NOMDER §12-0218 AS AMENOED PLUS THE DOLS 380, 500 IN

" CURRENT FY FUNSS WNICN NAVE MOT YET BEEN OBLIGATED.

C. PAAD CAN BE PREPARED BY MISSION STAFF VITH
ASSISTARCE OF NEDSIOVESA MLA. MISSION WOWLD LIKE TO
COMPLETE THIS PAND IN SAME TINEFRAME AS NORTHEAN
COARI00N PROJECT PAPER ANG AEPRP |1 PAAD DEVELOPNENT.
GIVEN CCNPLEMENTARITY AMONG THESE AGTIVITIES, THIS wiLL
PEANIT 4 MORE EFFICIENT USE OF AFR/PD AND OTNER DESIGX
TEAR PERSORMEL . ,

D. W ThIG 3OM, PRINARY 'MPLERERTATION TESPONSIBILITY
FOR GRART SECTS WiTh THE MINISTRY OF TRANSPCAT ANG
COMMUNICATIONS AND TME MINISTRY OF FIMANCE. WiTNIN
USAID  THE'SROGRAN WILL §E MONITORED AND MARAGZD BY
PROJECT OEVELOPNENT OFFICER. TNE RANAGEMENT STRUCTURE
CEVELOPED FOR TME MCTP (S12-8218) WILL SE USED TO MANAGE
THE GRANT,

ENO Palr
3. SUMMARY OF AIB/V ACTIONS REQUESTED:
A EPCR REVIEW BY 3/2)/88.

8. ECPR CAME RECE!VED 3/18/88.

FIELD ATNONIZATION OF PAAD UNSER 0OA 108 REVISED.

. ADVIST PROCEDVRES FOR OCOD DOLS J.2 MILLION FROM

UNCLASS IFIED



