
AS p a r t  of A I D ' S  program miinagenent, p e r i o d i c  e v a l u a t i o n s  ;re 
nade o f  a l l  p r o j e c t s .  Th i s  e v a l u a t i o n  was scheduled t o  t a k e  p i ac s  2 f te r  

- all funds had been d isbursed  and a l l  comnodities a r r i v e d  i n  corrnrr>-, LC 

serves a l s o  a s  a loan  completion r e p o r t .  

The b a s i c  r ea son  Eor an  e v a l u a t i o n  i s  t o  a s s i s t  A I D  nanazasnt 
i n  v e r i f y i n g  the  app ropr i a t enes s  and e f f e c t i v e n e s s  of  programs. 12ssoas  
l ea rned  are thee a v a i l a b l e  f o r  f u t u r e  planning.  When t h i s  loan 'rcas 
des i%ed ,  i t  had two s t r i k e s  a g a i n s t  i t :  t h e  AID A f r i c a  Sureau had ?Jeq- 
l i t t l e  e x p e r i e n c e  wiCh program loans;  and t h e r e  was no A I D  p rog rzz  i n  
Zambia ( l i t t l e  Ecnowledge o f  t h e  Zaabian economy w i t h i n  A I D  and  n~ >-I3 
personneL s t a t i o n e d  i n  Lusaka).  These were major handicaps.  ZzcZ: 
a g a i n s t  such b a r r i e r s  t h e  loan d i d  s u r p r i s i n g l y  we l l .  

B. Eva lua t ion  Team and Evalua t ion  Xethodology 

John Lewis (Supply Advisor) and Joseph Lieberson ( ~ c o n o = i s c -  
E v a l ~ z t i a n  o f f i c e r )  from t h e  A I D  Nai robi  O f f i c e  o f  REDSO/XB spea r  ~ ; l z  
week i n  Lusaka  dur ing  March 1 9 7 7 .  Xee t ings  were he ld  w i t 5  o f f i c 2 r s  
i n  tne -L--azrican Eabassy,  o f f i c i a l s  o f  t h e  Government of t h e  Repu3iLc 
of Zsabia  (GXZ) and o f f i c i a l s  o f  GRZ p a r a s t a t a l s  (Zambia Railways x d  
C -  ~ n e  Y2t i a n a l  T ranspor t  Corpora t ion) .  

An i q o r t a n t  d i s t i n c t i o n  should be made between an a u d i i  a 5  
an evaluation such a s  t h i s .  An a u d i t  o f  a  program loan  u s u a l l y  
c o n c e n t r a t e s  on t h e  micro l e v e l  --- ca ta loghg  and account ing  for 
commodities; what commodities were ordered; were t hey  t h e  r i g h t  
c o m d i t l e s ;  were they  ilsed e f f e c t i v e l y ,  e t c .  Rather  t h a n  t a k i n g  a 
a u d i c o r  ' s approach,  t h i s  eva lua t ion  concen t r a t e s  on t h e  loan obj zcr+.rea 
and 'now w e l l  they  w e r e  m e t .  The a c t u a l  commodities o rde red  a r e  o f  z c ' r t  
11-lss i ~ l p o r t a n c e  than t h e  loan ' s  p o l i c y  o b j e c t i v e s .  T h i s  app roac i  Fs 
p a r t i c u l a r l y  r e q u i r e d  s i n c e  a  program loan i s  a macro-economic tool, 
It i s  designzd t o  have an impact on t h e  bor rower ' s  economic p o i i c i e s ,  
ba lance  of  payments, and n a t i o n a l  budget .  The  s t r u c t u r e  of  t h e  L o z ~  
paper also reflects a macro-policy m i e n t a t i o n .  O u t  o f  a th i r t y -?age  
loan paper ,  l e s s  than a page was devoted to c o m d i t i e c  t o  b e  fiaaoced 
and i i q l e n e n t a t  ion  procedures .  



A. Eva lua t ion  C r i t e r i a  

E s t a b l i s h e d  eva lua t ion  procedures  do no t  e x i s t  f o r  non-proj e c t  
(program-type) l oans .  A I D  has  designed an e l e b o r a t e  system f o r  p r o j e c t  
e v a l u a t i o n  which i s  desc r ibed  i n  two A I D  ~ u b l i c a t i o n s :  Pro i  e c t  

d 

Eva lua t ion  Guide l ines .  T h i r d  E d i t i o n  1974 and Sunmarv D e s c r i ~ t i o n  o f  , 
t h e  P r o j  e c t  9es ign  and Evalua t ion  Methodology, 1975. These e v a l u a t i o n  
hacchooks r e l a t e  d i r e c t l y  t o  AID'S Handbook Number 3 on T r o j e c t  
Ass i s t ance .  Handbook Number 4 ,  Non-Project A s s i s t a n c e ,  does n o t  have 
a  s e c t i o n  on eva lua t ion .  

P r o j e c t  a s s i s t a n c e  i s  designed t o  a t t a c k  a  d i s c r e t e  b o t t l i n e c k  
o r  problem ijnich w i l l  r e s u l t  i n  a t e c h n i c a l  change i n  product ion  o r  
welfsr? f o r  a  t a r g e t  popula t ion .  It i s  u s u a l l y  o f  a  long-term n a t u r e .  
On t h e  o t h e r  'nand non-pro jec t  a s s i s t a n c e  i s  concerned w i t h  t h e  t r a a s f e r  
or' r z sou rces  t o  meet a s h o r t - t e r n  budgetary o r  ba l ance  o f  payments 
r e .  A non-pro jec t  loan  i s  o f t e n  designed t o  meet s h o r ~ - r u n  U.S.G. 
p o l i t i c a l  o b j e c t i v e s .  

The AID e v a l u a t i o n  p roces s  s t a r t s  and i s  cen te red  around A I D ' S  
! I -  * L ~ a g ~ : c ? l  Z r a i e ~ o r k " .  1 ~ ~ 2  h i e r a r c h y  o f  G%L, ?1;WOSE, OLTZLT, INPVT a r e  
b a s i c  t o  p r a j e c t  des ign  and evaluaLion. P r o j e c t  e v a l u a t i o n  exanines  
a se r ies  o f  h~y-potheses o r  c a u s i t i v e  l i nkagzs  which r e s u l t  i n  t h e  
convers ion o f  i n p u t s  i n t o  t h e  product ion  of  oucputs ,  o u t p u t s  i n t o  
p r o j e c t  purposes ,  and f i n a l l y  achievement o f  t h e  h i g h e r  o r d e r  program 
g o s l .  Hovever, f o r  non-pro jec t  loans  t h e r e  i s  no "Logical  Framework". 

Since! r e g u l a r  e v a l u a t i o n  techniques  a r e  i n a p p r o p r i a t e  f o r  t h i s  
loan ,  a differ en^ e v a l u a t i o n  p roces s  i s  be ing  used. The o r i g i n a l  
loan o b j e c t i v e s  w i l l  b e  exiimined t o  s e e  i f  t hey  w e r e  a p p r o p r i a t e  and 
if t h e y  were achieved.  S ince  t h i s  t y p e  o f  loan  i s  des igned  t o  have 
a s h o r t - r u n ,  i m e d i a t e  i n p a c t ,  t h e  speed  w i t h  which t h e  loan  funds 
were u t i l i z e d  i s  a major concern.  A f i n a l  concern i s  whether t h e  
c o m o d i c i e s  were a p 2 r o p r i a t e  and whether they  a r e  be ing  e f f e c t i v e l y  
used.  

3. Loan Ob jec t ives  

The b a s i c  l oan  o b j e c t i v e  was t o  be r e spons ive  t o  t h e  Uni ted  
Nat ions c a l l  f o r  donors ro  provide  Zambia w i t h  h e l p  i n  meet ing  t h e  
c o s t s  of t h e  1973 bo rde r  c l o s i n g  w i t h  Rhodesia. T h i s  was a p o l i t i c a l  
o b j e c t i v e ;  t o  p rov ide  p o l i t i c a l  suppor t  t o  Zambia and  t o  he lp  it  
cover p a r t  o f  t h e  a d d i t i o n a l  t r a n s p o r t a t i o n  c o s t s  a r i s i n g  from n o t  
u s i n g  th2  Rhodesia r o u t e  f o r  expor t s .  A secondary o b j e c t i v e  w a s  t o  
p rov ide  o v e r a l l  suppor t  t o  t h e  Zambian economy which had been 
expe r i enc ing  d e c l i n i n g  GDP. Th i s  d e c l i n e  was mainly due t o  f a l l i n g  
copper p r i c e s ,  and t h u s  s h a r p l y  d e c l i n i n g  expor t  ea rn ings .  I n  such 
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a  s i t u a t i o n  development spending would s u f f e r .  The A I D  loan  would g e n e r a t e  
r e sou rces  which could reduce t h e  r a t e  o f  development spending cut-backs.  

1 

The ~ a r n b i a n / ~ h o d e s i a n  border  was c lo sed  on January  9 ,  1973. The 
5.3. S e c u r i t y  Council  s e n t  a Missian t o  Zanfiia i n  February 1973 which 
recomended  a  l a r g e  s c a l e  program t o  h e l p  Zambia cover t h e  c o s t s  o f  u s i n g  
o t h e r  t r a n s p o r t  r o u t e s .  The U . N .  S e c u r i t y  Council  t hen  recomended  t h s t  
U.N. member c o u n t r i e s  provide  f i n a n c i a l  suppor t  t o  h e l p  Zambia. Es t ima te s  
o f  t h e  t o t a l  c o s t s  (from Feb. 1973 t~ August 1975) r ange  from $220-400 
m i l l i o n .  T h i s  was t o  cover ;he p e r i o d  from when t h e  bo rde r  w a s  c l o s e d  to 
when t h e  Tazara  r a i l r o a d  was expected t o  be  opened t o  Dar-Es-Salaam. 

C .  Achievement o f  Ob jec t ives  

A s  a  qu ick  p o l i t i c a l  a c t i o n  t h e  loan was a  succes s .  It was 
a u t h o r i z e d  w i t h i n  t h r e e  nonths  o f  t h e  U.N.  S e c u r i t y  Counci l  r e s o l u t i o n .  
Given t h e  A I D  bureacracy ,  t h i s  should  be cons idered  ve ry  speedy actyon.  
Agains t  t h e  t o t a l  f i n a n c i a l  requirements  ( e s t i n a t e d  a t  $220-400 m i l l i o n )  
t h e  loan  amount ($5 n i l l i o n )  was i n s i g n i f i c a n t .  Other  donors provided  
funds too ,  which he lped  t he  GRZ t o  meet i t s  t o t a l  requi rements .  

The loan  was au tho r i zed  on June  28 ,  1973 and s igned  on June  30,  
1973. The Condi t ions  P r e c e d m t  ( C . P t s )  were n o t  n e t  u n t i l  Decenber 5, 
1973. The L e t t e r  of  Comitment was opened on January  24, 1974. The C.P1s 
were ninimal and should have not taken t h e  GXZ six months t o  s s t i s f y .  The 
o?eninz o f  L e t t e r s  o f  Cred i t  a n d  t h e  G R Z ' s  p l a c a e n t  o f  o r d e r s  went even 
s loxe r  . 

While A I D  w a s  a b l e  t o  meet i t s  o b j e c t i v e  o f  qu ick ly  p u t t i n g  a loan 
i n  p l a c e ,  i t  was n o t  ab le  t o  make t h e  GRZ move as r a p i d l y  on s a t i s f y i n g  
sone v2ry l i m i t e d  requirements  t o  spend t h e  money. T h i s  was due i n  l a r g e  
p a r t  t o  a complete turn-around i n  t h e  G X Z ' s  economic situation. The 
i n t e r n a t i o n a l  c o m o d i t y  boom o f  1973/74 b i d  up ~ h e  p r i c e  of  copper t o  an  
a l l - t i m e  high, I n  1973, when t h e  loan  was made, copper had j u s t  s t a r r e d  
t o  r i s e  r'rorn t h e  1972/73 l e v e l  o f  approximately $1,000 a ton.  By  mid- 
1974 i t  peaked a t  $2,889 a  t o n .  A one cen t  a pound change i n  the p r i ce  
of copper r e s u l t s  i n  a  $14.2 m i l l i o n  change i n  annual  f o r e i g n  exchange 
ea rn ings .  Over 90% o f  Zambia's expor t  ea rn ings  and about o n e - t h i r d  o f  
GDP depend on copper product ion .  With copper expor t  ea rn ings  up s h a r p l y  
t h e r e  was less urgency on t h e  p a r t  o f  t h e  GRZ t o  draw down t h e  A I D  loan. 
The World Bank, which had provided a  $30 m i l l i o n  program loan  t o  meet 
the  1973 t r a n s p o r t a t i o n  emergency, ended up c a n c e l l i n g  p a r t  of i t s  loan, 
A I D  cons idered  d e o b l i g a t i n g  p a r t  o f  t h e  loan a t  one p o i n t  a l s o .  However, 
by t h e  end of 1974 copper p r i c e s  had dropped from their 1973 peak o f  
52889 a  ton  t o  around $1,200 a ton .  Zambia now needed f o r e i g n  exchange 
and became eage r  t o  spend t n e  money. 

I n  r e t r o s p e c t ,  as a  p o l i t i c a l  ins t rument  t h e  program loan  was an 
e x c e l l e n t  way t o  show our  i n t e r e s t  and suppor t  for  Zambia, It was 
a u t h o r i z e d  i n  r e c o r d  t i m e .  When t h e  loan  was p r ~ p o s e d  Zambia was 
d e s p e r a t e  f o r  f o r e i g n  exchange. By the t i m e  t h e  GRZ g o t  organi-zed and 
cou ld  spend the money t h e r e  w a s  much less need for t h e  money. Since the 



loan  w a s  s t i l l  a v a i l a b l e  f o r  t h e  nest cyc lFca l  downturn i n  co???r ~ r i c o s  
i t  did provide  a very u s e f u l  i n j e c t i o n  o f  f o r e i g n  exchange a t  2 I z r z e r  

- 7  t ime.  The loan  d i d  no t  czcllieve i C s  o r i g i n a l  o b j e c t i v e  ci r a s z s  
disbursements .  The loan paper a n c i c i p z t e d  t h a t  a l l  d i s b u r s e k e z t s  xc-12 
be  ccmpleted by t h e  end o f  1974. Actua l  disbursements  l a sged  z;r:n 
behind t h i s  t a r g e t .  The loan  t e m i n a l  disbursement d a t e  was 313FJ; t i .  

Connodity U t i l i z a t i o n  - 

-i ~ + - ~ L ? I S S  A f i n a l  e v a l u a t i o n  concern i s  t h e  s u i t a b i l i t y  azd  a?pro?---, 
of  the  commodities f inanced .  The loan  was designed t o  ~ z e t  a  t z z a s p r t  
e9ergency. A l l  o f  t h e  i t ems  f inanced  were d i r e c t l y  r e l a t e d  t o  2^7nia1s 
t r a n s p o r t  needs.  

The loan  funded 8 General  E l e c t r i c  locomotives w i t h  a  C.1-F, 
v a l u e  of  $3.5 m i l l i o n .  The locomotives r ep re sen t2d  75% o f  loan  
disbursements .  A l a c k  o f  locomotives had been a  con t inu ing  probi=. 
These Locomotives have he lped  Zambian Railways improve f r e i g h t  mvcrrlent. 
The on ly  problem exper ienced  so  f a r  has been t h a t  t h e  c y l i n d e r  liners 
have been wearing o u t  t o o  r a p i d l y .  A s  a r e s u l t  t h e r e  h a s  been 
exces s ive  downtime f o r  locomotive r e p a i r .  It appears  z h a t  t h e  pro j l - -?  
i s  caused Sy i n c o r r e c t  l u b r i c a n t s  o r  d i r t y  h e l .  G. E .  ( a t  i t s  z i * ~  
e q e n s e )  i s  t e s t i n g  t h e  l i n e r s  i n  o r d e r  t o  i d e n t i f y  what i s  cacsLag 
t h e  p rob lem and what c o r r e c t i v e  a c t i o n  i s  r e q u i r e d .  Zambian E k F l - a p  
i s  nac  a b l e  t o  s t o c k  a l l  o f  t h e  s p a r e s  r s q u i r e d  t o  s e r v l c e  d i f f z r s z t  
G .  E .  locoinotives.  Zambia Railways a l s o  vo iced  t h e  concern o f  a h s r .  
a l l  Zambian e n t e r p r i s e s  -- a  l a c k  o f  f o r e i g n  exchange. The Railr3ad 
would  l i k e  more s p a r e s  and more ove r seas  t r a i n i n g  bu t  cannot  gez t h  
f o r e i g n  exchange from t h e  Cen t r a l  Bank. 

The Doron "Heavy Goods Vehic le  Simulator"  and "L i sh t  Car 
S i m l a t o r "  a r e  be ing  used t o  t r a i n  new d r i v e r s  f o r  p a r a s t a t a l  and 
p r i v a t e  road  t r a n s p o r t  f i r m s ,  Anyone who h a s  s een  t h e  nrmSor 05  
heavy t r u c k s  wrecked a long  Zambia roadways w i l l  z ~ p r e c i z t e  t he  aeeC 
t o  improve d r i v e r  t r a i n i n g .  However, the two s i m u l a t o r s  have nzver 
0 2 e r a t e d  up t o  t h e i r  f u l l  potential. It appears that t he  l o c a l  
Zambian s e r v i c e  r e p r e s e n t a t i v e  cannot  main ta in  and s e r v i c e  t h e  
equipment. An examina tmr  o f  t h e  r e p a i r  book i n d i c a t e s  t h a t  s i ~ l z r  
f a u l t s  keep r eappea r ing  every f e w  days.  The master console ,  u sed  
by t h e  t e a c h e r  t o  monitor  the s t u d e n t s ,  has never worked s a t i s f a c -  
t o r i l y .  Using 2 0 / 2 0  h i n d s i g h t ,  t h e  d r i v i n g  s i m u l a t o r s  were 
probably t o o  s o p h i s t i c a t e d  an i t em t o  b e  p r o p e r l y  main ta ined  i n  Z d i a .  

Four heavy c ranes  w e r e  a l s o  f inanced .  The e v a l c s t i o n  t e . n  
was n o t  a b l e  t o  l o c a t e  t h e  s p e c i f i c  c r a n e s  f inanced  by t h e  loan.  
Based on d i s c u s s i o n s  w i t h  t h e  Na t iona l  T ranspor t  Corpora t ion  i t  
appears  t h a t  they have received the cranes and t h e y  a r e  o p e r a t i n g  
satisfactorily. 



111. EPLE?E?JThTION EXPERIENCE 1 

A t  t h e  time o f  t h e  p repz rn t lon  o f  ;he C a p i t a l  A s s i s t a n c e  l a p z r ,  
i L  was a n t i c i p a t e d  t h a t  t h e  losil ~ c u l d  b e  used  t o  f i n x i c e  t h e  followifrg: 
~ a c h i n e r y ,  equipment and s q p l i e s  e s s e n t i a l  t o  t h e  m i n i n ~  industry; 
i n d u s t r i a l  and a g r i c u l t u r a l  commodities; f e r t i l i z e r s ;  and up t o  $500,000 
i n  t e c h n i c a l  s e r v i c e s  of a ncn-comodi ty  r e l a t e d  n a t u r e  ( c o n s u l t i n g  
s e r v i c e s  t o  e x p e d i t e  t h e  r o a t i n g  o f  t r a f f i c  t o  and from t h e  o c e a  p o r t s ) .  
The Faper po in t ed  cut t h a t  t h e  funds were n o t  t o  r e p l a c e  f i n a n z i ~ g  m a d e  
a v a i l a b l e  b y  t h e  EX-I21 Sank f o r  t r a n s p o r t  equipment; however, A. I .D.  
cou ld  f i n a n c e  t r a n s p o r t  r e l a t e d  e q u i p e n t  such a s  f o r k l i f t  t r u c k s ,  
c r anes ,  s t e e l  warehouse s t r u c t u r e s ,  e t c .  

The GIZ des igna ted  t h e  Emergency Transpor t  Contingency P lann ing  
C o r n i t t e e  a s  t h e  e n t i t y  r e s p o n s i b l e  f o r  i rnplenentat ion o f  t h e  l oan  -- 
t h a t  i s ,  determining what commodities would b e  f inanced .  S ince  a  Aunber 
o f  f o r e i g n  and i n t e r n a t i o n a l  o r g a n i z a t i o n s  had nade a s s i s t a n c e  a v a i l a b l e  
t o  t h e  GRZ a t  t h e  time of  t h e  c l o s u r e  o f  t h e  Xhodesian border ,  and 
r e s p o n s i b i l i t y  f o r  disbursement of t h e  funds had been given t o  t h e  
C o m i t c e e ,  i t  might be s a i d  t h a t  t h e  Committee w a s  overwhelmed a s  t o  
how rh2  funds should be used. The Coatnittee i n i t i a l l y  e x ~ l o r e d  u s i n g  
p a r t  o f  t h e  A . I . D .  loan  funds t o  f i n a n c e  such i tems a s  i n f l a t a b l e  
varehouses ,  g r a i n  s t o r a g e  f a c i l i t i e s ,  crude petroleum s t o r a g e  t a n k s ,  . - 
e s r b l s  o i l  s t o r a g e  Canks, r a i lway  c ranes ,  and  an e i g h t - p l a c e  d r i v e r  
t r a i n i n g  s imu la to r .  

After c o n s i d e r a b l e  irn?lementation d i f f i c u l t i e s  r e s u l t i n g  from 
X.I.D.'s r equ i r enen t  t h a t  advance payments made under en  A . I . D .  l e t t e r  

7 

or c o m i t n e n t  b e  secured  by a  performance bond, arrangements were - * zrnally nade f o r  t h e  f i nanc ing  o f  an e i g h t - p l a c e  heavy goods v e h i c l e  
sinuLacor t o  be used by t he  Nat iona l  Transpor t  Corpora t icn  (NTC) t o  
t r a i n  t r c c k  d r i v e r s .  A l s o ,  arrangements were f i n a l i z e d  f o r  t h e  
f i n a n c i n g  o f  f o u r  heavy duty c ranes  and another  s i a u l a t o r  f o r  t r a i n i n g  
pe r sanne l  t o  d r i v e  au tonob i l e s .  With o r d e r s  p laced  f o r  t h e  above 
nen t ioned  equipment, t h e r e  was s t i l l  some $3.8 m i l l i o n  remaining i n  
t h e  ioan ,  A f t e r  approximately a  yea r  having passed  wi thou t  t h e  
Zomxi t tee ' s  o b l i g a t i n g  t h e  remaining ba lance  o f  t h e  funds  and t h e  
e x p i r s z i o n  d a t e  o f  t h e  loan  drawing n e a r ,  t h e  Zambian M t n i s t r y  of 
Finance proposed us ing  t h e  money t o  purchase e i g h t  General  E l e c t r i c  
l o c o ~ o t i v e s .  O r i g i n a l l y ,  t h e s e  locomotives had been scheduled f o r  
f i nanc ing  by t h e  Export-Import  Bank, however, a s  a  r e s u l t  o f  the GRZ's 
o b j 2 c t i o n  t o  c e r t a i n  terms inc luded  i n  t h e  loan  agreement by the  U.S. 
bank p a r t i c i p a t i n g  w i t h  EX-IM i n  the arrangement,  t h e  f i n a n c i n g  
c o l l a p s e d .  A f t e r  A . I . D . ' s  c b t a i n i n g  t h e  c l ea rance  of t h e  EX-IM Bank 
and t h e  p roces s ing  o f  a p r o p r i e t a r y  procurement waiver, t h e  M i n i s t r y  
o f  Finance was n o t i f i e d  t h a t  t h e  ba l ance  of  the loan  funds could be  
used t o  f i n a n c e  t h e  e i g h t  locomotives and r e l a t e d  s p a r e  p a r t s .  



I n  t h e  i :~.santiae,  t h e  Y a t i o n a l  T r a n s p o r t  C o r p o r a t i o n ,  who had geen 
a&-is& by t h e  ( z o ~ ~ ~ : i ~ t e 2  t h a t  t h s  r s n a i n i n g  Eunds had been > l l o ~ a t e d  t o  
t k ~ ! ~ ,  +.ad e n t e r e d  i n t o  contracts with  U . S .  s u p , l i e r s  f o r  tr:-lz!c. spare p a r t s ,  
s 2 e c i a i  t o o l s ,  workshop equipnent, aechznicai t r a i n i n g  t o o l s ,  a u d i o  v i s u a l  
a l G s ,  a  c r a n e ,  e t c .  These  c o n t r a c t s  u t i l i z e d  a l l  t h e  remain ing  
f v a d s .  A u t h ~ r i t i e s  t o  T z y  ( r a t h e r  t h a n  l2 t ters  o f  c r e d i t )  were i s s u e d  by 
tle l ~ t t e r  o f  c o m i t n e n t  bank t o  t h e  s u p p l i e r s  oE t h e s e  c o m d i t i e s .  
However, t h e  A u t h o r i t F e s  t o  Fa)- e x p i r e d  prior t o  any o f  t h e  goods b e i n g  
s h i p p e d  and ve re  n o t  ex tended  a n  t h e  b a s i s  o f  t h e  E i i n i s t r ; ~  o f  F i n a n c e  
- "oLdLag - t o  t h e i r  d s c i s l o n  t o  u s 2  t h e  funds  f o r  t h e  locomot ives .  The 
X i n i s t r y  o f  F inance  a s s u r e d  RZDSO:ZA and t h e  Aiierican Axbassy t h a t  any  
o f  the ? E C  c o n t r a c t s  w i r h  t h e  C . S .  s l ~ p p l i e r s  which r;sre i r r e v o c z b l e  would 
b e  f i n a n c e d  by  t h e  GRZ w i t h  t h e i r  okn f o r e i g n  exchange.  (Per the  repor t  
p r s p a r e d  by the  s t a f f  o f  the I n s p e c t o r  Genera l  o f  F o r e i g n  Ass is tance ,  
some o f  t h e  c o n t r a c t s  w e r e  f i n m c e d  by t h e  CRZ.) i 

I 

A s  a result o f  t k e  d e l a y  i n  t h e  d e l i v e r y  o f  t h e  l o c o a o t i v e s  by  
G s n e r a l  E l e c t r i c ,  it w a s  n e c e s s a r y  t h a t  t h e  t e m i n a l  d i sSursement  d a t e  
of   he l o a n  b e  extended by t h r e e  months,  t o  March 31, 1976. The 
l o c o r w t i v e s  were  e v z n t u a l l y  shF2ped i n  l a t e  D e c a b e r  of '75 and  early 
J anua ry  oE ' 7 6 ,  Su'Lth t h e  e x c e p t i o n  o f  abou t  $300,000 f o r  t h e  locomot ive  
s p a r e s ,  a i l  t h e  fund; vnder  t h e  l o a n  had 53% d i s b u r s e d .  I n  mid-February  
o f  i3'/ - , l o ,  412 was ii?fomed t h a t  t h e  Z a ~ j i a  R a i l x a y s  hzct mt ordered the . 

ss:-ir2s, and t h a t  ti12 GRZ s m s  rei i_uesting that t h e  r e r r~a in ing  l o a n  f u n d s  be 
u32C t;, r educe  t h e i r  f a r e i g n  e s c h a n n ~  o arrear2gss. A . I . D .  t i l rned  do:m the 
rerjue; t , t he  l o a n  e x p i r e d ,  a n d  ahoat S300,OCO iv'es d e o b l i g a r e d .  

- L , L ~  L T n s ? e c ~ o r  G3neral  of F o r e i g n  A s s i s t a n c e  (1G.A) i s s u e d  a r e p o r t  
on 2avexber 2 2 ,  1975 q u e s t i o n i n g  whe ther  A I D  s h o u l d  h a v e  f i n a n c e d  Expor t -  
L=;G-~E Bank ( E X I X )  type commodities and  whether  loan f i n a n c 2 d  driver 
i ~ r a r c i n ;  - s i i r u l a t o r s  contaLned i n e l i g i j l e  c o n p o n ~ n t s .  

T7 A .  z i n z n c t n =  o f  E X M  t y p e  c o m d i t i e s  GE LocomoEiv~s  

A I D  v i e w s  i t s e l f  as t h e  l e n d e r  o f  l a s t  r e s o r t :  I f  a c o u n t r y  can 
f i nanc2  a n  a c t i v i t y  from i n t e r n a l  r e s o u r c e s ,  AID w i l l  n o t  p r o v i d e  fund ing ;  
i f  a c o u n t r y  can borrow c o m e r c i a l l y ,  BID w i l l  n o t  p r o v i d e  fund ing ;  i f  a 
cDuncry can g e t  C . C . C . ,  PL 430 o r  EXLY f i n a n c i n g ,  AID w i l l  n o t  provide 
f i n a n c i n g .  Only vhen a c o u n t r y  f a c e s  s e v e r e  b a l a n c e  o f  p a y n e n t / b u d g e t a r y  
p r e s s u r e s  o r  a h e n  a p r o j e c t  i s  of  a n o n - c o m e r c i a l  n a t u r e  ( w i l l  n o t  direc* 
g e n e r a r e  r m e n u e )  does  A 1 9  s t e p  i n .  The F o r e i g n  A s s i s t a n c e  Act of  1961,  a E  

mendzd,  d i r e c t s  A I D  t o  take i n t o  a c c o u n t  a l t e r n a t i v e  sources o f  financing 
before naking l o a n s .  A I D  manual  o r d e r  1013.2 s t a t e s  t h a t  " A I D  w i l l  not 
rnake loans which t he  E X M  Bank i s  p r e p a r e d  t o  undertake." Locomot ives  h a v e  
g e n e r a l l y  been viewed as comercial type comodities which s h o u l d  be 
flnanced by commercial banks  o r  E X M .  Nhi l e  there is  no legislative or 
a b i n i s t r a t i v e  prohibition a g a i n s t  AID funding,  AID h a s  g e n e r a l l y  avoided 
such t r a n s a c t i o n s .  



1 
A I D  had n o t  o r i g i n a l l y  i n t e n d e d  t o  f i n c n c e  tl:e G .  E .  locomotives 

2nd had  5 3  t a l d  EXIZ.1. However, by  A p r i l  1975 ,  r ~ i t h  loan d i s b i i r s e n 2 n t s  
proc2edi~g a t  a s n a i l ' s  p ace ,  t h e  E X I X  l o c ~ x c l v e  co.-nitmenC e:;pired, a n d  
p r e s s ~ r e  T G ~ S  b a i i d i n g  t o  f o l l o w  t h r o u g h  on t h e  U . S . G .  p o l i t i c a l  
c o m i t a e n t  t o  f i n a n c i a l l y  h e l p  Zambia ;  t h e r e f o r e ,  s o a s t h i n g  had t o  g i v e .  
The rnajor i n t s c e s t  w a s  t o  h e l p  improve Zambia ' s  f o r e i g n  exchange p o s i t i o n  
and t o  h e l p  r e l i e v e  che t r a n s p o r t a t i o n  b o c t l e n z c k .  Using t h e  l o a n  t o  
f i n z n c e  t h e  locomocivi.-s met b o t h  o f  t h o s e  i n ~ e r 2 s t s .  T h e  EXLY Ijoard o f  
D i r e c t o r s  a g r s e d  chat A I D  c o u l d  f i n a n c e  t h e  l o c o i m t i v e s  and c l e a r z d  a 
nezzo on 4 / 2 9 / 7 5  e l l o w i n g  A I D  f i n a n c i n g .  

I G A  recoixcend2d t h a t  AID'S n a n u a l  o r d e r s  b e  aaenclsd t o  p r o h i b i t  
f i n a n c i n g  o f  r evenue  p roduc ing  i t e m s  when EXIY f i n a n c i n g  i s  z v a i l a b l e ,  
v n l e s s  t h e  A T 3  Deputy A d m i n i s t r a t o r  approves  a waiv2r .  

I 

S i n c e  t h e  l s g i s l a t i o n  does  n o t  p r o h i b i t  A I D  f i n a n c i n g  o f  "EXI3.I- 
t o e ' '  c o m o d i t i ~ ~  and s i r , ce  E X D l  gave  A I D  the  O . K .  t o  f i n a n c e  t h e  
iocorr ,o t ives ,  i t  would a p p e a r  t h a t  t h e  I G A  f i n d i n g s  were i n  e r r o r .  I n  
a d d i t i o n ,  ~ ~ i t h  A I D  P o l i c y  D e t e r n i x i t i o n  No. 4 3 ,  " A d d i t i o n a l i t y "  r e q u i r e -  
Z e n t 3  :<ere e l i a i n a t e d  frcm t h e  A I D  program vfiich f u r t h e r  u r t d e m i n e s  the  
l o s i c  o f  t h e  I G X  f i n d i n g s .  IGA's f i n a l  p o i n t ,  t h a t  t h s  A I D  Ceputy  
- ? ~ - ~ i n l s t r a t o r  r a t h e r  t h a n  che  R e g i o n a l  AssLsLant A L x L n i s t r a t o r  s h o u l d  
a .-. ,$r.~:~e - s u c h  rdaiv?rs  appears weak. The 1ocorzo:lve proci ; renent  a p p r o v a l  

5;~ ~ k 2  k~- I . !_ r i_ -~  m a y  n o t  have bsen a d e q u a t e l y  d o c i n e n t s d  b e t  appears t o  b e  
. . .  

T - .  :.?in t h e  d e l c g a t i c n s  o f  a u  t h o r i c y  x h i c h  t l te  AAjALFX has  r e c e i v e d  from 
t h c  A I D  X d i n i n i s t r a t o r .  

5 .  F i n a n c F n ~  o f  t h e  Doron D r i v e r  S i m u l a t o r  

I G A  made t h e  f o l l o w i n s  r e c o m e n d a t i o n s :  

"Thc;t A I D  r ~ v i a w  with Coron o f f i c i a l s  t h e  s u b c o n t r a c t i n g  a r rangements  
ar?d ccmponentry com?osi t ion  o f  D o r o n ' s  c o n t r a c t .  T o  t h e  e x t e n t  t h a t  
e i t h e r  t e c h n i c a l  s e r v i c e s  o r  h a r d w a r s  components were  p r o c u r e d  f r o m  
i n z l i ; i b l n  soTJrce, A I D  s h o u l d  require r e i n b u r s e n e n t  from Doron." 

P r i o r  t o  t h 2  i s s u a n c e  o f  the  l e t t e r  of  c r e d i t  Doron a s s u r e d  
A X 3  r h e r e  would b e  no f o r e i g n  conponents .  Doron s u b a i t t c d  t o  A I D  
"on 11, A p p l i c a t i o n  f o r  Approval  o f  Corrmodity E l i g i b i l i t y ,  which 
c e r t i E i e d  t h a t  n e i t h e r  t h e  c o m o d i t i e s  o r  coaponen t s  were from o t h e r  
t h a n  A I D  code 9 4 1  s o u r c e .  It se2ms t h a t  a p o r t i o n  o f  t h e  technical  
s e r v i c e s  and f i l m s  may have  been from t h e  U n i t e d  Kingdon o r  Zambia 
( v h i c h  a r e  n o t  code 941 s o u r c e s ) .  A I D  t u r n e d  the  matter  o v e r  t o  t h e  
A I D  I n s p e c t i o n  and I n v e s t i g a t i o n  S t a f f  (11s) t o  see i f  t h e r e  w a s  
i n t e n t i o n a l  n i s r e p r e s e n t a t i o n  by Doron. 



V .  POST LO-tY EXPEXZESCES A S I  ACTIGNS 

The  s low d i s S a r s e n s n t  r a t f s  sader Ekis  l o a n  
a p r o k l e m  and a t t e n p t s  were mzde t o  a v o i d  a r e p e t i t i o n  i n  t h e  f3li;xi:g 
p r o g r a n  l o a n  ( 6 9 0 - S - 0 0 9 ) .  A Condi t ion  P r e c e d e n t  t o  l o a n  009 x e a  a 3 2  

- .  
P r a c x r e n e n t  P l a n .  Such a  P l a n  v o z l d  c o r n i t  t h o  GRZ t o  an agreed  1-sc  

n, o f  i r e 3 s  t o  b e  impor ted  under  t h s  l o a n .  'ne u s e  of such  2 plan 3 2 s  
g r e a t l y  s p s e d e d  up l o a a  i m p l e n 2 n t a t i o n .  I c  a p p e a r s  at Chis ti22 Z%S= 

l o a n  OC9 w i l l  d i s b u r s e  f a s t e r  t h a n  l o a n  004. 

The l o a n  p s p e r  and l o a n  agreement f o r  l o a n  004 r e q u i r e d  ziz . - 
G E  t o  a t t r i b u t e  heal c u r r e n c y  g e n 2 r a t i o n s  t o  i t s  deve lopnen t  n s a s c -  - . 
A s  ?zrt of  t h i s  e v a l u a t i o n  e x e r c i s e ,  agreement was r e a c h e d  wirh z k e  
GRZ F i n a n c e  l l i n i s t r y  on s u i t a 5 1 ~  c o u n t e r p a r : - a t t r i b u t i o n .  A L I ~ / E ~ ~  
N z i r o b i  s e n t  an L ? t t e r  to the GRZ (>larch 29 ,  1 9 7 7 )  
s e i t r n g  o u t  t h e  u n d e r s t a n d i n g s  r t a c h z d  on c o u n t e r ? a r t  a t c r L ' w ~ t i o n .  . - 
The CRZ s e n t  a l e t t e r  t o  E D S O  i n  A p r i l  c o n f i r m i n g  t h a t  t h 2  2 t z r 1 3 ~ -  
t i g n  h s d  t z k e n  p l a c e  and i d e n t i f i e d  t h e  s p e c i f i c  budget  c a t a g o r i s s  
t o  which l o a n  coun tee rp l r t  funds  had been attributed. 



D F s t  r 55u t i on :  

REDSO/YA P r o j  ect f i l e  Lo 
R E ~ s o / E A  E v a l u a t i o n  file 

-4merican Embassy Lusaka J .  Barcas 
OSFLL4C: Xbabane 
XF'R/DP I. L i c h t  
PPC/DPRE 3. T u r n e r  
AFR/ DII S.  tole 
AFR/ESA L .  Pompa 
PPC/DI W. IDE 720 K? 
SER/CO>[/ALT J . Shollenberger 709 RP 



I i n p l e n e n t a t i o n  Schedule  

Z a m b i a  Program Loan 690-H-004 O r i g i n a l  V?rscs -kc:-22 

X c t i ~ n  

Loan h t h o r i z a t  i o n  

Lcan S igced  

C P ' s  met 

1st  corn o p e n e d  

1st ~ / c r ? d i t  i s s u e d  

- .  r r r s r  shipment 

Z i r s ?  53sn  Disburs2ment 

-7 r i n a l  sh ipmen t  

O r i g i n a l  

June 1973 

June 1973 

S e p t m b e r  1973 

Sept9a ioer  1973 

O c t o b e r  1973 

December 19 7 3  

February 1974 

DecenSer 1974 

A c t u a l  

' ,l - " June 28, L,/> 

June 30, 1973 

J a n u a r y  1975 



I t e m s  P r o c u r e d  Under Zambia "rogram Loan 690-H-004 

t 
8 C e n e r z l  E l e c t r i c ,  CS D i e s e l - E l e c t r i c  Locomotives, 

Xodel No. U-20c (each $ 405,753) $ 3,245,024.00 

F r e i g h ~  on Loconotives . . . . . . . . . . . . . . . .  $ 299,118.64 

. . . .  Doron 8-Maa Heavy Goods Vehicle Simulator.. $ 550,000.00 

Eoron 8-Man Car Simulator . . . . . . . . . . . . .  $ 153,157.00 
I 

t 

Harneschf eger Model T-300 Crane . . . . . . . . .  $ 133,652 .00 

Harneschfeger Cranes (2) . . . . . . . . . . . . .  ( $  89,878.00 
( 95,826.00 

. . . . . . . . . . . . . . . . . .  Koehr ing  Crane $ 109,000.00 

?f . l iscel laneous s h i p p i n g  and bank ing  charges . . . .  $ 16,331.35 

- . . . . . . . . . .  i o t a l  Loan aiilount expended . . $ 4,692,987.02  

D e o b l i g a t e d  r e s idza l  . . . . . . . . . . . . . . . .  $ 307,012.98 

Loan k ~ t h o r i z a t i o n  . . . . . . . . . . . . . . . . . .  $ 5,000,000.00 


