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Project Summary 
 

I- Project Overview: The Nacala Road Corridor Project Phase III comprises (a) civil works for 

upgrading the Muita - Mandimba - Lichinga road (175km) in Mozambique to bituminous 

standards including the link from Mandimba to the Malawian borders, weigh bridges, roadside 

stations, and access roads, (b) consulting services for: (i) construction supervision, (ii) design 

and identification of roadside stations, (iii) road safety audits (iv) technical and financial Audit, 

(v) trade facilitation assessment, and (vi) assessment of domestic road construction industry; 

(c) capacity building; and (d) compensation and resettlement. The total cost of the project is 

USD 150.19 million (UA 99.66 million). The project will be co-financed by ADF, the Japan 

International Cooperation Agency (JICA), and the Government of Mozambique (GOM). Civil 

works activities are anticipated to be completed over 3 years period.   

 

II- Project Beneficiaries: The direct beneficiaries of the project are the Mozambique economy at 

large and a population of an estimated 524,846 people living within the project zone of 

influence in the Niassa Province. The benefits of the project to the population include 

improved transport links, social facilities, and job opportunities both in the short and long 

terms. Other beneficiaries of the project include traders and road users, who transport goods 

between Zambia, Malawi and Mozambique. Following the completion of the project, these will 

benefit from more direct and shorter journeys to the port of Nacala, effectively enhancing 

regional integration and international trade. The roads sector in Mozambique will also benefit 

from various capacity development activities.  
 

III- Project Rationale and Need: The bridging of the infrastructure gap, particularly to increase 

national and regional connectivity, is key to the efforts of the Government of Mozambique to 

address high poverty levels and to accelerate economic growth. Accordingly, the Government 

has placed the development of the Nacala Transport Corridors as one of its key developmental 

priorities. In addition to being key to connect the interiors of Mozambique, the Corridor is one 

of the strategic regional corridors in the Southern Africa region, and is part of the Spatial 

Development Initiative (SDI) for Mozambique, Malawi and Zambia. With the completion of 

the project the level of transport service will improve along the corridor, and so will the 

connectivity between the three countries and the port of Nacala. This will contribute to socio-

economic growth at both the regional and domestic levels. The project is in line with the 

Bank’s Country Strategy Paper (CSP) for Mozambique (2011-2015), which seeks to support 

infrastructure development, and the Bank’s Regional Integration Strategy Paper (RISP) for 

South Africa (2011-2015).  

 

IV- Bank’s Value Added: The Bank is well positioned to support the development of regional 

corridors in the continent, due to these projects’ requirement for high level cross-country 

coordination, an area where the Bank has a niche role to play. The Bank will also bring added 

value through its experience in the delivery of infrastructure projects, including in 

Mozambique, and will assist in introducing social initiatives that target the development of 

local communities along the corridor, and will support efforts for facilitating trade along the 

corridor as well as building capacities in the roads sector under higher objectives of ensuring 

inclusive growth.   

 

V- Knowledge Management: The project will provide knowledge at various levels. These include; 

i) the national level, through a trade facilitation assessment, and an assessment of the domestic 

construction industry; ii) the roads sector in Mozambique through studies and capacity 

development in the areas of roads maintenance, and climate resilience, iii) the National Roads 

Administration (ANE) and the Road Fund, through various capacity building activities. 
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Results Based Logical Framework 
 

Country and project name: MOZAMBIQUE- THE NACALA ROAD CORRIDOR- PHASE III 
Purpose of the project : Develop road transport link between Muita and Lichinga and stimulate socio-economic development  
 

RESULTS CHAIN 
PERFORMANCE INDICATORS   

MEANS OF 

VERIFICATION 

RISKS/MITIGATION 

MEASURES 

Indicator  Baseline Target   

IM
P

A
C

T
 

Impact  

 

1- Contributing to regional socio-

economic growth in SADC by 

increasing regional integration, 

and increasing the region’s 

global competitiveness 

2- Stimulating socio-economic 

activities in Niassa and 

Nampula provinces 

1.1- Trade volumes 

1.2- Traffic flow between Lichinga 

and Muita 

 

2- Growth in agriculture and trade 

sectors in Niassa and Nampula 

provinces 

1.1- USD330 mil of 

Exports  

1.2- AADT of 283 in 

2012 

2- 6% and 6.3% in 

2011 respectively 

1.1- USD 450 mil by 

2022 

 

1.2- 937 in 2022 

 

2- Average of 7% 

from 2015-2020 

- Customs records 

- Country national 

reports 

- ANE’s network 

surveys 

- International reports 

- Provincial statistics  

 

- Existence of trade facilitation 

bottlenecks. Mitigation: The Project 

includes trade facilitation 

component (One Stop Border Post 

and assessment), and coordination 

between the three countries and 

SADC to help alleviating such 

bottlenecks.  

 

- Inappropriate maintenance of the 

road. Mitigation: The Bank will 

provide Technical Assistance to 

support efforts by GOM to improve 

the maintenance operations. 

Furthermore, the road will include 

weighbridges.  

 

- Project implementation risk. 

Mitigation: project will include a 

carefully designed capacity building 

program targeting implementation 

capacities in the sector. 

 

- Cost overrun. Mitigation: price and 

physical contingencies included in 

the cost estimates, and supervision 

to ensure implementation is in 

O
U

T
C

O
M

E
S

 

Outcome  

 

1- Improved connectivity from 

Mozambique, Malawi and 

Zambia to the port of Nacala 

2- Improved transport linkages 

and accessibility for the 

interiors of Mozambique 

(Niassa and Nampula 

provinces) to economic 

opportunities and social 

services. 

 

1- Average travel time along the 

corridor1 

2- Vehicle Operating Cost (VOC) 

3- Access to social facilities and 

economic opportunities by men 

and women 

 

 

 

 

 

 

 

 

 

1- 6 hours between 

Lichinga and 

Muita 

2- USD2.42/veh-km 

3- 30 communities 

having access to 

health and 

education only 

during dry season, 

with limited 

economic 

activities. 

 

 

 

 

 

1- 2.5 hours 
 

2- USD 1.45/v-km 

 

3- 30 communities 

having all year 

access to health 

and education, 

with increased 

economic 

activities2 

 

 

 

 

 

 

- ANE’s database 

system 

- National development 

reports 

- Provincial statistics 
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O
U

T
P

U
T

S
 

 

1- Paved (bitumen) road of length 

175km  between Muita and 

Lichinga, and access roads3. 

2- Trade facilitation along the 

Nacala Road corridor 

3- New and rehabilitated social 

infrastructure 

4- Recommendations on 

increasing participation of local 

firms in national road contracts 

5- Short-term employment 

6- Increased institutional capacity 

of National Roads 

Administration (ANE) & Road 

Fund 

7- Road Safety audits & measures 

sensitisation 

 

8- People along the corridor 

sensitised on HIV/ AIDS, 

gender and road safety 

 

1- Length of climate-resilient roads 

constructed to design standards, inc. 

weighbridges 

2- OSBP constructed and trade 

facilitation assessment completed  

3- Number of Roadside stations4 and 

schools/ health facilities 

rehabilitated  

4- Number of recommendations 

presented by study to develop the 

industry 

5- Number of additional local jobs 

(including ratio of women) in the 

subject provinces 

6- Number and type of activities that 

can be conducted independently by 

ANE5  

7- Audits and program completed and 

measures incorporated into project6,  

8- Number of people sensitised on 

HIV/ AIDS, Gender and Road 

Safety 

 

1- 175 km of gravel 

road. 

2- No trade 

facilitation 

measures 

3- N/A, 2 roadside 

stations 

4- N/A 

 

 

5- N/A 

 

 

6- Detailed 

measurements will 

be subject of a 

study  

7- N/A 

 

8- N/A 

 

1- 175 km of climate 

resilient 

bituminous road. 

2- OSBP and report 

of TF assessment  

3- 5 schools and 3 

clinics (e) 

4-  TBD by study 

5- 300 (25% women) 

 

 

6- Detailed 

measurements 

will be subject 

of a study  

 

7- Two Audit reports  

 

8- 30 communities 

 

- Project Completion 

Report (PCR) 

- Site Surveys 

- Progress reports 

- Procurement reports 

- Employment contracts 

- ANE’s project 

management data 

- Evaluation reports 

accordance with schedule.  

COMPONENTS   INPUTS 

K
E

Y
 A

C
T

IV
IT

IE
S

   

1. Construction of 175 km of bitumen road, including, roadside stations, weighbridges and access roads, and including 

implementation of RAP, and Environmental and Social Management Plan (ESMP) 

2. Supervision of construction of civil works 

3. Undertaking of trade facilitation assessment and construction of One Stop Border Post (OSBP) 

4. Undertaking of capacity building program for the National Roads Administration (ANE) & Road Fund 

5. Completing the resettlement and compensation of Project Affected Persons (PAPs) in line with the RAP 

6. Conducting of road safety, gender and HIV/ AIDS sensitization campaigns, and Road Safety Audits (RSA) 

 

Cost in US million 

1. Civil Work 116.90 69.45 

2. Consultancy Services   5.80 3.66 

3. Trade Facilitation   7.12 5.98 

4. Capacity Building   0.40 0.33 

5. Compensation and Resettlement    1.93 

6. Road Safety & Social Measures    0.20 

Base Cost 132.35 80.69 

Physical Contingency 10.59 8.07 

     Price Escalation      7.25 

     Total                                                           150.19  

1 Overall travel time including waiting time at border crossing and at port will be assessed as part of the Trade Facilitation assessment study. 

2 Indicators related to accessibility to social services and economic opportunities will refined following the selection of access roads and design of roadside stations. 

3 Exact number and lengths will be determined following procurement of main civil works contracts 

4 Separate indicators will be developed for the roadside stations following a study, and consultations with local communities on activities to be included. 

5 The capacity building program will be carefully formulated as part of a Needs Assessment study. 

6 Roads safety measures recommended by the RSA will be incorporated into the civil works contract through the design review. 
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Project Implementation Schedule 
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REPORT AND RECOMMENDATION OF MANAGEMENT TO THE BOARD OF 

DIRECTORS ON A PROPOSED LOAN TO THE REPUBLIC OF MOZAMBIQUE 

TO FINANCE THE NACALA ROAD CORRIDOR PROJECT – PHASE III 
 

Management submits the present report and its recommendations on a loan proposal of  UA 38.65 

million and a Grant of UA 0.18 million (from cancelled operation) to the Republic of Mozambique for 

the financing of the Nacala Road Corridor Project Phase-III in Mozambique. 

 

I – STRATEGIC THRUST & RATIONALE 

 

1.1 Project linkages with country strategy and objectives 
 

1.1.1 Since the end the civil war in 1992, Mozambique has achieved good results in terms of 

economic growth and political stability. Nevertheless, the country faces major developmental 

challenges, including high poverty levels and the need to accelerate economic growth. Through 

its medium-term Action Plan for Reducing Poverty (PARP, 2011-2014) the country aims to 

address these challenges through various channels. Key to these is closing the infrastructure 

gap, particularly for national connectivity. Within this context the roads sub-sector has a role to 

play in facilitating national integration, reducing regional development imbalance, and 

supporting economic growth, particularly through the development of the agriculture sector 

which accounts for over 30% of the country’s GDP.  

 

1.1.2 In addition, Mozambique lies at a regional crossroad within Southern African Development 

Community (SADC), providing access to several landlocked countries in the region, including 

Zimbabwe, Zambia and Malawi. Hence, some of the major regional corridors pass through the 

country. To maximise the economic utilisation of this position, and to support regional 

integration within the SADC region, the Government has placed the development of regional 

corridors as one of its key developmental priorities. The Nacala Transport Corridor is one of 

these strategic regional corridors in the Southern Africa region, consisting of road and rail 

links and the Nacala sea port. Together with other Corridors such as the Beira Corridor, it 

represents a key imports and exports axis in the region, and also a key link for the interiors of 

Mozambique. The Corridor originates at the Nacala Port in Mozambique and spans a total of 

1,710 km through Mozambique and Malawi to Lusaka in Zambia. SADC classifies it as a 

priority regional link in the region, and designated it as Route No. 20 in its Regional Trunk 

Road Network (RTRN). The Corridor is part of the Spatial Development Initiative (SDI) for 

Mozambique, Malawi and Zambia, which targets sub-regional cooperation.  

 

1.1.3 The subject project includes the paving of an existing gravel road. The road is in fair to poor 

condition, impassable during rainy season, and as such does not represent an attractive route 

for road users. With the completion of the subject project and the previous phases of the 

corridor the level of transport service will improve along the corridor, as will the connectivity 

between the three countries and the port of Nacala. This will provide good access for exports 

and imports from/ to Zambia and Malawi, as well as a good link between agricultural 

production areas in the Northern provinces of Mozambique to other cities and the port of 

Nacala. The corridor will therefore contribute to stimulating socio-economic development both 

in the SADC region and within Mozambique. It will increase regional integration, and hence 

increasing the region’s global competitiveness. At the national level, the project will stimulate 

domestic growth by facilitating trade flow, and by stimulating socio-economic development, 

and therefore reducing poverty levels.  
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1.1.4 The project supports Mozambique’s medium-term Action Plan for Reducing Poverty (PARP, 

2011-2014), which aims to reduce the poverty headcount in the country; and close the 

country’s infrastructure gap. The project is in line with the Bank’s Country Strategy Paper 

(CSP) for Mozambique (2011-2015), which seeks to support two strategic pillars, the first of 

which is the enhancement of private sector competitiveness through infrastructure 

development. It is also in line with the Bank’s Regional Integration Strategy Paper (RISP) for 

Southern Africa (2011-2015), which emphasizes regional transport infrastructure as key pillar, 

and highlights the financing of the Nacala corridor as one of the Bank interventions. 

Furthermore, the project contributes to the overarching objectives of the Bank’s Long Term 

Strategy, currently under preparation, which is anticipated to target, amongst others, the 

development of infrastructure, regional integration and development of private sector. 
 

1.2 Rationale for Bank’s involvement  
 

1.2.1 The Bank has committed to assist Mozambique in its regional and national developmental 

endeavours, and has, accordingly, approved a loan operation for the development of Phase I of 

the Nacala Road Corridor (in Mozambique and Malawi) in 2009, and  Phase II (in Zambia) in 

2010. The regional impact of these investments will not be realised without the completion of 

the remaining parts of the corridor, which include the subject project and stretches in Malawi, 

as well as a One-Stop-Border-Post (OSBP) at the Malawi-Zambia borders.  
 

1.2.2 The Bank is well positioned to support the development of regional corridors in the continent, 

due to its substantial capacity in the area of cross-country project coordination. At the national 

level in Mozambique, the Bank has developed a presence in the road sector, a key sector for 

the development programs of the Mozambique. This provides the Bank with an advantage to 

engage actively in areas of governance in the sector. The Bank’s prior engagement in the 

sector and in particular in the subject corridor, will enable it bring added value, by i) 

leveraging financing from other development partners (such as the Japan International 

Cooperation Agency, JICA), ii) coordination with neighboring countries on supervision 

matters, iii) developing social initiatives along the corridor (such as local access roads, 

rehabilitation of social service, road side stations), iv) supporting efforts for trade facilitation 

and v) supporting road safety mainstreaming, and vi) developing capacities of entities in the 

sector.  

 

1.2.3 Based on all the above, the project represents a developmental opportunity, where the Bank 

has a unique role to play, taking into consideration the Bank’s experience in the delivery of 

infrastructure projects, regional integration initiatives, and long experience in the sector in 

Mozambique. 

 

1.3 Donor coordination 
 

 

1.3.1 Various development partners are active in Mozambique, including the African Development 

Bank (AfDB), the World Bank (WB), the Islamic Development Bank (IsDB), the Millennium 

Challenge Corporation (MCC), the UK’s Department for International Development (DfID), 

and the European Commission (EC). This is in addition to JICA, Korea’s EXIM Bank 

(KEXIM), the United Nations, and USAID. Several countries also provide various types of 

assistance through bilateral assistance agencies, such as Sweden, Portugal and others. In the 

transport sector AfDB, WB, JICA, EC, MCC, KEXIM and IsDB are the most active partners. 

The Bank coordinates its activities in Mozambique with other partners through development 

partners working groups, which are currently the main aid coordination and harmonization 

forums in Mozambique. The Bank has been leading the working group for the roads sector, the 

Transport Sector Working Group, which is currently led by the World Bank. As chair of the 
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roads sector working group, the Bank has a strong presence in the sector which enables it to 

engage thoroughly in sector-wide planning and prioritization.   
 

Table 1.1: Donor Coordination 
  

  Sector or 

subsector 

Size    

  GDP (10/11) Exports Labor Force (11)    

  Transport sector [10.1%] N/A [6.2%]    

  Players - Public Annual Expenditure (average) 2011 in Roads Subsector    

  
Government Donors 

WB 

AfDB 
 

20% 

   15% 

 

USD  

0.32 billion 

USD 

1.28 billion 

JICA 10% 

   EU 8% 

 
[20%] [80%] 

IsDB 2% 

   Others 45% 

  Level of Donor Coordination    

  Existence of Thematic Working Groups Yes    

  Existence of SWAps or Integrated Sector Approaches Yes    

  AfDB's Involvement in donors coordination Member    

   
 

II – PROJECT DESCRIPTION 

2.1 Project description and components 
 

2.1.1 The project will i) improve connectivity from Mozambique, Malawi and Zambia to the port of 

Nacala, ii) Improved transport linkages and accessibility for the interiors of Mozambique 

(Niassa and Nampula provinces) to economic opportunities and social services. This will 

improve transport services along the existing parts of the corridor by reducing travel cost and 

travel time, and iii) stimulate socio-economic development in the SADC region and in the 

provinces of Niassa and Nampula in Mozambique. 

 

2.1.2 The Mozambique side of Phase I of the Nacala Corridor (implementation ongoing) covers the 

stretch from Nampula to Cuamba, and will be extended to the town Muita. The project is co-

financed by AfDB, JICA, KEXIM, and the Government of Mozambique. The project is 

progressing satisfactorily, with physical works in line with the implementation schedule. 

Phase-I in Malawi and Phase-II in Zambia are currently in the procurement stages.  

 

2.1.3 The subject new project (Phase III of the Corridor project), includes the upgrading of 175km of 

gravel road to bitumen standards between Muita and Lichinga, through Mandimba, as well as a 

One-Stop-Border-Post (OSBP) with Malawi. Upon the completion of this project the whole 

stretch of the Nacala Road Corridor in Mozambique will be paved, from the port of Nacala to 

the Malawian borders. The project also includes complementary measures that seek to ensure 

social and economic inclusiveness. The project includes the following components, which are 

summarised in Table 2.1; 

 

2.1.4 Roads Construction: the civil works component of the project includes the upgrading of the 

links from Muita to Mandimba, from Mandimba to Lichinga, through Massangulo, and the 

from Mandimba to the Malawian borders to bitumen standards. It also includes the upgrade of 

internal roads in Mandimba that connects the corridor. The design speed is 80 km/h. The road 

will have a carriageway of 7.0m width and 1.5m shoulder width, in line with the SATCC 

standards. The component also includes the following; 
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i) Weighbridge: The construction and installation of a weighbridge will support efforts to 

monitor and control axle loading on the road and hence ensure the road’s sustainability. The 

weighbridge will be located in Mandimba, based on the National Roads Administration’s 

(ANE’s) Heavy Vehicle Overloading Control Study.  

Table 2.1: Project Components 
  

Component 
Cost * 

(UA million) 
Component Description 

1 Roads construction 77.57 

Upgrading of the Muita-Lichinga (175km) road to bituminous 

standards including the link from Mandimba to the Malawian borders 

and the construction of structures, weigh bridges, roadside stations, 

access roads, and environmental and social mitigation measures. 

2 

Supervision services, 

audit, design, and 

studies  

3.85 

Design review and supervision of civil works, identification and 

design of roadside stations, road safety audits, technical audits, and an 

assessment of domestic road construction industry 

3 Trade Facilitation 4.72 

Development of an OSBP between Mozambique and Malawi, and an 

assessment study to identify potential trade flow bottlenecks and to 

recommend actions and measures to remove these bottlenecks 

4 Social Measure 0.07 
This includes HIV/ AIDS, gender, and road safety awareness 

campaigns. 

5 Road Safety 0.07 
In addition to the above mentioned road safety audits, the undertaking 

of road safety awareness campaigns. 

6 Capacity Building 0.27 

Undertaking of a validation study, a study on roads maintenance and 

provision of a program that will strengthen the capacity of the 

National Roads Administration (ANE) and the Road Fund.  

7 
Compensation & 

Resettlement 
1.28 

Provision for the adequate compensation and resettlement of Project 

Affected Persons (PAPs) . 

* Excludes contingencies 

 

ii) Roadside stations: The project will include up to two roadside stations whose main aim is 

to support some of the local communities along the road Corridor by stimulating local 

agricultural and trade activities. The stations will provide the communities with facilities 

that will help strengthen their supply chain, such as storage depots, market stands, etc., 

Furthermore, they will offer venues for the provision of public services such as, health care 

(including HIV/AIDS counseling and care centers), education and training activities, 

cultural activities, provision of restaurants and commercial services.  
 

iii) Access roads: The provision of access roads within the project mainly aims to increase 

social inclusiveness along the corridor by supporting local contractors, creating job 

opportunities and providing access of local communities to markets, and social services. 

The roads will also help in unlocking the agricultural potential of rural areas by improving 

access for both produce to markets and inputs to farmers. The roads, with a total number of 

up to 6, have been identified based on functionality and rural penetration, in line with the 

GOM’s Rural Markets Promotion Program (PROMER). The roads will be constructed 

using labor-intensive techniques to support domestic employment.  
 

2.1.5 Trade facilitation: The project represents the last phase of the physical infrastructure of the 

Nacala road Corridor in Mozambique. Once completed, this infrastructure (including the 

OSBP) needs to be complemented with soft measures to ensure that the Corridor achieves its 

objective of regional integration, and as such the project will include a component of 

undertaking of a study to assess trade and transport facilitation along the Corridor and its zone 

of influence. The study will identify, amongst other, the policy and regulatory challenges 

facing the smooth flow of trade, and will propose measures to address these. 

Recommendations of the study will be presented to the Government, and may form the basis 

for future programs in Mozambique. These efforts are supported by the Nacala Port 

Development Program, currently being prepared by GOM with support from JICA. 
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2.1.6 Assessment of domestic road construction industry: Despite the knowledge-transfer 

opportunities presented by Mozambique’s geographical proximity to South Africa, and the 

notable growth in infrastructure projects, the domestic contractor industry does not appear to 

be engaging effectively in the road construction sector. The lack of involvement of the 

domestic contractor base in execution of road infrastructure projects also translates into 

economic loses at national levels. Accordingly, within the overall objective of developing the 

road transport sector, the subject project includes a component for diagnosing, through 

workshops and a study, the challenges preventing the growth of the domestic industry and 

putting forward recommendations to policy makers.  

 

2.1.7 Social Measures & Road Safety: The project includes the undertaking of Road Safety Audits 

(RSA), as well as building ANE’s internal capacity to mainstream road safety in its future 

operations. This component will build on and complete the progress made to date in building 

ANE’s capacity in this field. The project also includes HIV/ AIDS, gender, and road safety 

awareness campaigns. 

 

2.1.8 Capacity Building for ANE: To ensure that the Road sector succeeds in playing its 

developmental mandate, that constitutes the efficient delivery and maintenance of the road 

network, including the subject corridor; the project will include components for selected 

capacity building activities. These were selected based on detailed lessons learnt during 

implementation of previous projects, and to be validated by an assessment study. The activities 

target the development of capacity, both in the short and long term, in the area of procurement, 

contracts administration, technical management, disbursement flows, as well as environmental, 

social and gender mainstreaming.  
 

2.1.9 Compensation & Resettlement: Compensation and resettlement of Project Affected Persons 

(PAPs) in line with the Resettlement Action Plan (RAP). Refer to section 3.2.5 for details. 

 

2.2 Technical solution retained and other alternatives explored 
 

2.2.1 The new project follows an existing gravel route, and hence there were no alternative route 

alignments to be considered. However, minor modifications to the alignment were introduced 

in the road design at certain locations. These were necessitated by road safety, environmental, 

and economic considerations. Different pavement types were considered and these were 

subjected to economic analysis, which concluded that Double Bituminous Surface Treatment 

(DBST) was the most feasible option (DBST giving an EIRR of 26.7%, against values of 

23.5% and 2.6% for the Asphalt-concrete option and the Gravel option, respectively). In terms 

of design standards, the Southern African Transport and Communication Commission 

(SATCC) Standards have been adopted for the project, in line with the SADC countries 

commitment to harmonise their road standards. 

 

2.3 Project type 
 

2.3.1 The project is a standalone operation. This presents the optimal approach for delivering such a 

large and regional corridor, which requires cross-country coordination. 

 

2.4 Project cost and financing arrangements 
 

2.4.1 The total project cost is estimated, net of taxes and including provisions for physical and price 

contingencies, at USD 150.19 million (UA 99.66 million). The cost is presented, by 

component, in Table 2.2. The unit cost of the project was compared to those from similar and 

recent contracts in the country and the unit cost as per the detailed design of the subject project 
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is on the conservative side. The estimated item costs represent moderate values between a 

considerably high case of the Montepuez-Lichinga road project, and the most recent low 

values of the Nacala-I contracts. Contingencies were calculated based on recent trends in the 

construction industry in Mozambique, and taken into consideration the conservative cost 

estimates.  

 

2.4.2 The project components will be financed by an ADF loan, ADF grant (reallocation from a 

previously cancelled operation), JICA loan and GOM counterpart funding. The ADF share will 

cover the cost of civil works of Muita-Mandimba-Massangulo and the access roads (total of 

86.12 km), supervision services, study on domestic industry, audit services, roadside stations, 

trade facilitation measures, and capacity building activities. JICA loan will cover the financing 

of the section Massangulo–Lichinga (88.88 km), and associated supervision services, and will 

be through a parallel financing. The GOM will finance the remaining costs, which cover 

resettlement and compensation, the financial audit and the remaining shares of local 

components in the civil works contracts. The Road sector and particularly the regional 

corridors are high priorities for Mozambique, receiving high emphasis and commitments from 

the Government. The Road Fund will accordingly ensure budgetary allocation that would 

enable the Government to honour its financial commitment in this project. Tables 2.3, 2.4 and 

2.5 show the sources of funding, project costs by category of expenditure, and the 

disbursement schedule financed by the Bank, respectively. 
 

Table 2.2: Project Cost Estimates by Components, excluding Taxes 
 

Component 
USD million UA million % 

Foreign 
F/C L/C Total F/C L/C Total 

1 Roads construction* 90.25 26.65 116.90 59.89 17.68 77.57 77% 

2 
Supervision, audit, design 

services and studies 
4.55 1.25 5.80 3.02 0.83 3.86 78% 

3 Trade Facilitation** 4.32 2.80 7.12 2.87 1.86 4.72 61% 

4 Social Measure 0.00 0.10 0.10 0.00 0.07 0.07 0% 

5 Road Safety 0.03 0.08 0.10 0.02 0.05 0.07 30% 

6 Capacity Building 0.40 0.00 0.40 0.27 0.00 0.26 100% 

7 Compensation & Resettlement 0.00 1.93 1.93 0.00 1.28 1.28 0% 

 Base Cost 99.54 32.81 132.35 66.05 21.77 87.82 75% 

8 Physical Contingency (8%) 8.47 2.12 10.59 5.62 1.41 7.03 80% 

9 Price Escalation (5.5%) 5.80 1.45 7.25 3.85 0.96 4.81 80% 

 Total 113.81 36.38 150.19 75.52 24.14 99.66 76% 

* Includes ESMP, access roads, weigh bridges, and structures. 

** Includes OSBP 
 

Table 2.3: Source of Financing (UA million) 
  

Source FC LC Total % total 

ADF (loan) 35.55 3.10 38.65 38.8% 

ADF (Grant) 0.18 0.0 0.18 0.2% 

JICA 39.79 9.55 49.34 49.5% 

GOM 0.0 11.49 11.49 11.5% 

Total 75.52 24.14 99.66 100.0% 

 
Table 2.4: Project cost by category of expenditure (UA million) 

 

Categories of expenditure F/C L/C Total % Foreign 

1 Civil Works 63.76 18.40 82.16 78% 

2 Consultancy Services 2.10 2.02 4.12 51% 

3 Other* 0.20 0.07 0.26 75% 
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4 Compensation & Resettlement 0.00 1.28 1.28 0 

 Base Cost 66.05 21.77 87.82 75% 

8 Physical Contingency (8%) 5.62 1.41 7.03 80% 

9 Price Escalation (5.5%) 3.85 0.96 4.81 80% 

 Total 75.52 24.14 99.66 76% 

* Includes capacity building activities (less studies) 

 
Table 2.5: Expenditure schedule by component (USD million)* 

 

 Component 2013 2014 2015 2016 2017 Total 

1 Roads construction 35.07 23.38 35.07 20.00 3.38 116.90 

2 Supervision, audit, design 

services and studies 
2.03 1.45 1.74 0.38 0.20 5.80 

3 Trade Facilitation 0.12  2.0  5.0 - - 7.12 

4 Social Measure 0.1 - - - - 0.10 

5 Road Safety 0.05 0.05 - - - 0.10 

6 Capacity Building 0.12 0.12 0.16 - - 0.40 

7 Compensation & Resettlement 1.93 - - - - 1.93 

 Total 44.284 27.136 36.97 20.38 3.58 132.35 

   * Excluding contingencies 
 

2.5 Project’s target area and population  
 

2.5.1 The road project is in Niassa province of north-western Mozambique traversing the districts of 

Cuamba, Mandumba, N’gauma and Lichinga. The served population of approximately 524,846 

is predominantly engaged in agricultural and forestry activities, and petty trading with Malawi. 

The benefits of the project to the populations (local and regional) include reduced travel time 

and travel costs; improved wellbeing through increased access to social facilities and produce 

markets; and enhanced regional and international trade. Other beneficiaries of the project 

include traders and road users, who transport goods between Malawi and Mozambique, and 

between Zambia and Mozambique. Following the completion of the project, these will benefit 

from more direct and shorter journeys between Zambia, Malawi, the Province of Niassa and 

the port of Nacala Port.  
 

2.5.2 The project includes important initiatives targeting beneficiaries in an all-inclusive manner 

such as roadside stations, promotion of domestic industry, labor-intensive construction of 

access roads, and trade facilitation assessments. 

 

2.6 Participatory process for project identification, design, implementation  
 

2.6.1 The identification of the project was part of the Spatial Development Initiative (SDI) for 

Mozambique, Malawi and Zambia, which have gone extensive consultations at various levels 

and involved different stakeholders including regional entities such as the SADC. All the three 

phases of the Nacala Road Corridor were identified as a priority for SADC and national 

governments through the regional sub-sector committee meetings. Furthermore, consultations 

with the Development Partners active in Mozambique, private transport operators, stakeholders 

and regional and local authorities confirmed the importance of the road. The design and 

implementation arrangements benefited from public consultations conducted through the ESIA 

and RAP studies done for Cuamba – Muita - Mandimba – Lichinga, where meetings were held 

at Lichinga Municipality, and districts of Lichinga, N’gauma, Mandimba and Cuamba. Further 

consultations were held with NGOs and key Government agencies. All these consultations 

revealed major support by the various stakeholders for the subject project. The design of 

project components was done in consultation with various stakeholders such as the local 

communities, Ministry of Agriculture, National Institute of Land Transport (Ministry of 



 

- 8 - 

Transport), Transporters Association. Such consultations and involvements will continue into 

the implementation stages of the project.  

 

2.7 Bank Group experience, lessons reflected in project design 
 

2.7.1 The Bank Group since it commenced operations in the road sub-sector in Mozambique in 1977 

has financed eleven road sub-sector operations for a total amount of about UA278 million. Six 

operations have been completed successfully while two projects were cancelled due to internal 

unrest. Three operations are on-going. These include the Montepuez-Lichinga road (2 

operations), and the Nacala Road Corridor Phase I. To date a total of 730 km of roads on the 

primary network of Mozambique have been upgraded/ rehabilitated with Bank assistance and 

has improved the level of transport services in the country and increasingly supported the 

socio- economic development in the projects’ zones of influence. Various lessons were learnt 

from the Bank previous operations, such as that the institutional capacities of the National 

Roads Administration (ANE) have witnessed notable progress. Nonetheless, various 

challenges persist in various implementation-related areas.  
 

2.7.2 The lessons learnt have been captured in the design of the subject project components, where 

for example a carefully structured capacity building program is to be developed, Advance 

Contracting considered, compensation and resettlement activities sectioned, and the parallel 

financing (instead of joint) with JICA is adopted. These measures will help reduce 

implementation delays (procurement delays and disbursement delays). Annex B.1 shows more 

detailed lessons learnt and measures adopted. 

 

2.8. Key performance indicators  
 

2.8.1 Progress towards achieving the main outcomes shall be measured by reduction in vehicle 

operating costs and travel time translated into increased traffic and trade volumes. Socio-

economic indicators will include increase in short term (direct) employment and long term 

(indirect) employment, as well as improved access to social facilities. Capacity building 

indicators include the development of ANE’s and Road Fund’s capabilities to efficiently 

deliver their mandates in the short and long term. Furthermore, components related to domestic 

construction industry will be assessed by the recommendations put forward by the study and 

subsequent applications by the Government. During implementation various baseline data will 

be collected, including the number of women engaged in agriculture and other economic 

activities in the project’s zone of influence, as well as the impact of the project on these 

categories of the population, in addition to data on accident rates.  

 

III – PROJECT FEASIBILITY 
 

3.1 Economic and Financial Performance  
 

3.1.1 The project has been evaluated as a standalone project. The methodology for economic 

analysis is based on cost benefit analysis by  comparing the “with” and “without “ project 

scenarios over a period of 20 years, using the Highway Development and Management Model 

(HDM-4). The economic costs consist of (i) the capital investment costs and (ii) the routine 

and periodic maintenance expenses. For economic analysis, financial construction costs have 

been converted to economic costs using a standard conversion factor of 0.84. The opportunity 

cost of capital for Mozambique estimated at 12% has been adopted for the economic 

evaluation as minimum rate of return acceptable for the project. The base year estimated 

weighted Annual Average Daily Traffic (AADT) of the Muita-Massangulo-Lichinga road is 

283 AADT, with 38% heavy vehicles. The traffic projection is discussed in Annex B.5, and 

takes into account the assessment done on previous phases of the corridor. The benefits 
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considered in the economic evaluation include road user benefits in terms of vehicle operating 

cost savings and time savings accruing to normal, generated and diverted traffic on the road 

project sections. There are also induced benefits that will be realized such as agricultural 

surpluses, however these are not considered in the analysis as they do not represent main 

stream of benefits for this type of the project. The indicators of viability used are the Economic 

Internal Rate of Return (EIRR) and Net Present Value (NPV).  

 

3.1.2 The project construction is assumed to commence in June 2013. With a construction period of 

36 months, the first year of opening the road to traffic is assumed to be 2017 and the analysis 

period goes up to 2036.  The maintenance strategies “without project” do minimum and “with 

project” improved road have been considered in the analysis. Residual values are assumed as 

20 % of the initial capital investment and credited to the project in the final evaluation year of 

2036.  Table 3.1 below gives a summary of the economic analysis, whose details are presented 

in Annex B.5. An assessment of the investment cost of constructing the road sections of the 

project (2012 prices) gives an internal rate of return of 21.7%. A 20% rise in the investment 

cost and a 20% drop in benefits (the most unfavourable situation) results in a 15.9% internal 

rate. Hence it can be concluded that the development solution chosen for the project road  is 

economically viable. Switching values also support the conclusion. 
 

Table 3.1: key economic and financial figures 

 

EIRR, (base case)  21.7% 

NVP (at 12 % discount rate) USD 133.8 million 

EIRR (20% decrease in benefits) 18.0% 

EIRR (20% increase in costs) 19.4% 

EIRR (+20% costs & -20% benefits)   15.9% 

 

3.2. Environmental and Social impacts 
 

3.2.1 Environment 

 

3.2.1.1 The project is classified as a Category 1 based on its potential adverse social and 

environmental impacts; this is with respect to issues of involuntary resettlement and impacts 

on the environment. Accordingly full ESIA and ESMP and RAP were developed. The studies 

carried out have been reviewed by the Bank and recommendations were provided to ensure 

that the provisions of the Bank’s policies and procedures are met. The Summary of ESIA and 

RAP were posted on the Bank’s website on 7
th

 of August 2012. 

 

3.2.1.2 It is noted that the road routes are along existing alignments and as such will only require 

minimal land acquisition for widening the road widths. The project area include protected 

forest reserves as well as the Niassa Wildlife Reserve. However, these resources are not within 

the immediate vicinity of the proposed project.  Therefore the primary potential negative 

impacts relate to impacts on air quality, noise and water quality during construction. However, 

adequate measures for mitigating adverse impacts have been identified and have been 

described in the project’s ESMP. The project cost includes a provision of about US$ 0.1 

million for the implementation of the ESMP and additional baseline data collection. The 

provisions under the ESMP will include mitigation measures such as controlled excavations 

and sourcing of construction materials, traffic control, and location of site works from 

sensitive environmental receptors, watering of the road works during implementation, 

adequate signage and tree planting.  

 

3.2.1.3 On the other hand, the completion of the project will bring significant environmental and 

health benefits to the host communities in view of the consequent reduction in the extant level 
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of dust pollution. The project will also bring environmental benefits in the form of erosion and 

flood control measures. The project will also benefit other environmentally sustainable 

economic activities along the road corridor; these include commercial forestation projects 

which have already commenced. Other complementary aspects of the project will include a 

tree planting programme and wildlife monitoring studies which will be managed by ANE, the 

Ministry of Coordination of Environmental Affairs (MICOA) and the World Wildlife Fund 

(WWF) in Mozambique. These activities will be streamlined with ongoing activities of the 

government in environmental and wildlife conservation. 

 

3.2.2 Climate Change 

 

3.2.2.1 The project was analyzed with respect to climate change impact. From an adaptation point of 

view, the potential impacts of climate change on the sustainability of the road were assessed, 

as well as the relationship of the project to the adaptive capacity of the project beneficiaries. At 

the national level, the government has provided national policies and strategies that have 

substantial elements of climate change adaptation. For example, the National Adaptation Plan 

of Action (NAPA) has been prepared to identify priority activities that respond to their urgent 

and immediate needs to adapt to climate change. These include emphasis on prevention of 

natural disasters and Alert and Early Warning Systems; the agricultural, fisheries, energy, 

environmental and water sectors; coastal zones; and erosion control. The NAPA indicates that 

the Niassa region has variable degrees of vulnerability to aspects of climate change such as 

drought, flooding and poverty. The ESIA study for the project also noted rainfall intensity in 

the project area which can lead to soil erosion which was noted to be common on the proposed 

road route. From a technical point of view the road design has taken into consideration climate 

change effects, where a recurrence interval of 10 years for the design return period for crossing 

structures was adopted even at lower discharge levels. Additionally the landscaping activities 

would also seek to ameliorate this situation. Similarly spin-off components of the project like 

the drilling of community bore-holes will ameliorate the problems of water scarcity. 

 

3.2.2.2 In the longer term, it is envisaged that the tree planting component of the project will 

contribute to offsetting green-house gas emissions. In addition, the issue of vehicular emission 

during the operational phase of the road will be within the purview of the Mozambican 

Government Traffic Control Authority. As part of the proposed project the Bank has also 

proposed a capacity building component for ANE. This will focus, amongst others, on 

deepening the knowledge base in the agency with respect to climate change impacts on road 

infrastructure and the ability to design of adequate mitigation measures. It is envisaged that 

this component will lead to the development of manuals and design standards to meet the 

emerging issues of climate change. The study will be financed through a separate arrangement 

with the Nordic Development Fund. 
 

3.2.3 Gender  

 

3.2.3.1 The Mozambique National Gender Policy and the Gender Action Plan envisage guaranteeing 

gender equality, access to economic assets and participation in decision making. In this regard 

the project shall highlight equal opportunity in access to project jobs where the National 

regulation targets 35% of women be employed in work places. In addition, ANE ensures that 

the amenities and facilities provided at the construction sites are available for both men and 

women; and that awarding of hospitality services go to women groups and individuals. In the 

long run the project will benefit a large population of women who account for the majority of 

labor force into rural agriculture. Since women are dominant players in the agricultural sector, 

the inclusion of roadside stations and increased access to the area of extension workers, due to 

improved transportation, will have a trickle-down effect on women. 
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3.2.3.2 Among the negative impacts that may have a gender dimension is the spread of HIV/AIDS. 

Niassa has the lowest prevalence rate in Mozambique (3.7% compared to national 11.5%) but 

has more infected men (4.3% compared to 3.3% for women). Hence, the project will include 

awareness and prevention activities to stop the spread. As part of HIV/AIDS sensitization, the 

service provider will also conduct gender sensitization to ensure both women and men benefit 

from the project during implementation and during operation. The project area being 

predominantly matrilineal, control of assets especially during compensation may pose a risk to 

women and women headed households. The project has included in the sensitization program 

this aspect to ensure both men and women be present during compensation payment and that 

the local leadership protects women headed households from exploitation.  

 

3.2.4 Social  

 

3.2.4.1 Construction of the project will have tangible economic benefits which will contribute to 

poverty alleviation and wealth building for the people living in the districts traversed, and will 

in a broader way contribute to economies of Malawi and Zambia. During construction 

approximately 80% of 300 construction job opportunities (mainly semi-skilled and unskilled) 

will be offered to local people, and higher rates will apply for maintenance operations. The 

project components include construction of access/ feeder roads opening up at least 6 remote 

areas; construction of roadside facilities including warehousing and storage for agricultural 

produce and inputs, in so doing value adding and enhancing production. Local commercial 

activities will increase as the road traffic increases. The project will augment the new tree 

plantations for timber and paper making in Niassa Province. Wellbeing of the local populations 

will improve with improved access to health and education facilities. 

 

3.2.4.2 There is the potential for negative impacts such as the spread of HIV/AIDS. However the 

project has included implementation of awareness, prevention and treatment programs for both 

construction workers and local communities. The potential of increased road accidents 

especially during operation as number of vehicles and speeds will increase will be curbed by 

including engineering safety measures especially at major centres, near schools, roadside and 

markets, in addition to educational campaigns. Construction activities will increase human 

pressure on certain resources (food, accommodation, water) in the project area in the short 

term. To ensure adequacy of resources, the contractor will construct a workers camp away 

from settlements with full provision of amenities, and better planning by local authorities.  

 

3.2.5 Involuntary resettlement 

 

3.2.5.1 Although the project is upgrading an existing road to bituminous standards, it is inevitable that 

its implementation will result in destruction of properties and land take. Land take may be 

required to improve the alignment, expand the carriage way and to acquire the recommended 

road reserve. It is estimated that 531 households (representing 2639 affected persons) will be 

relocated due to the project. Overall 793 households will be affected in various ways. These 

include dwelling houses, kitchens, shops, maize stores, toilets, sheds, schools (3), mosques (2), 

a water-well, chicken coops, a kraal; and farming land, trees and graves. A Resettlement 

Action Plan has been prepared in accordance with Bank Policy on Involuntary Resettlement 

with a provisional budget of USD 1.93 million. As part of loan condition shall be to ensure 

that no construction works begin before the affected persons have been compensated and 

relocated. 
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IV – IMPLEMENTATION 
 

4.1. Implementation arrangements  
 

Executing Agency 
 

4.1.1 The National Roads Administration, ANE (Administração Nacional de Estradas) will be the 

executing agency for the project. ANE has a good implementation capacity and track record. It 

is currently supervising the implementation of various projects financed by various donors.  

 

4.1.2 The Director General of ANE shall designate a Project Implementation Team (PIT), headed by 

a Project Coordinator for the day-to-day management of the project. The PIT will comprise a 

dedicated disbursement officer, procurement specialist, contracts administration officer, 

Monitoring & Evaluation officer and environmental and social specialist. It is anticipated that 

the civil works will be completed within 36 months. For purpose of implementation the main 

road works will be divided into two lots, Lot A from Muita to Massangulo (including internal 

roads in Mandimba, and the link to the Malawi border), and Lot B from Massangulo to 

Lichinga.  

 

4.1.3 The Governments of Mozambique, Malawi and Zambia coordinate the various aspects of 

implementation of the Nacala Corridor through a Steering committee chaired by SADC, which 

meets on regular basis. Coordination for the implementation of the OSBP under this project 

will be facilitated through this existing arrangement. 

 

4.1.4 The project will constitute a sizable increase in ANE’s portfolio of projects under 

implementation. Certain technical capacities may be affected by the increased projects 

portfolio. Therefore and to assist ANE in building its capacity to be able to effectively manage 

its portfolio, a capacity building component is included under the project to both address 

shortfalls in the short term and improve planning and execution capacities for the long term. 

During earlier discussions and based on the Bank’s lessons learnt from ongoing projects, areas 

have been identified as needing further support, namely procurement, contract management, 

disbursement, planning and environmental and social mainstreaming.  

 

4.1.5 The implementation of roadside stations will be through a steering committee, comprising 

ANE, representatives from the Ministry of Industries and Trade, Ministry of Agriculture, 

Ministry of Women Affairs, Local Governments and heads of local communities. The 

committee will be chaired by ANE during implementation and by the local communities 

during its operations period. Determining locations and preparing the design of the stations 

will be undertaken by a consultant, who will be recruited immediately after satisfaction of loan 

conditions. Implementation of the ESMP shall be carried out by the contractor under the 

supervision of the Resident Engineer. The GAT (ANE’s Office of Cross Cutting Issues) shall 

be responsible for inspecting and verifying implementation of the mitigation measures. The 

implementation of RAP shall be conducted by the Consultant specialized in this task under the 

supervision of GAT. 

 

Procurement  
 

4.1.6 The Bank conducted an assessment of the country’s procurement legal, legislative and 

regulatory systems, and the National Competitive Bidding (NCB) Assessment Report (NCB 

Report). The assessment concluded that there are existing discrepancies and significant 

deviations vis-à-vis the Bank’s Rules and Procedures for Procurement of Goods and Works 

and the international best practices. Therefore all procurement of works, goods and acquisition 

of consulting services financed by the Bank will be in accordance with the Bank's Rules and 
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Procedures for Procurement of Goods and Works or, as appropriate, Rules and Procedures for 

the Use of Consultants, May 2008 edition, revised July 2012, using the relevant Bank Standard 

Bidding Documents. Annex B.4 shows details of the procurement assessment and 

arrangements. 
 

Table 4.1: Procurement arrangement 
 

 Figures in brackets are amounts financed by ADF; “Others” denote: Limited International Bidding, Shopping,  

 Direct Negotiations, etc. Figures exclude contingencies 

 

4.1.7 ANE has handled and managed various roads projects financed by the multilateral donors. The 

Project Implementation Team (PIT) will include a Procurement specialist. An assessment was 

conducted of ANE’s Procurement Unit, and it was concluded that the PIT will need further 

strengthening in order to effectively support the project.  A procurement specialist consultant 

may be hired to support the Procurement Unit/UGEA by providing training on record keeping, 

preparation of the administrative and financial internal guidelines, mentoring staff, elaboration 

of a code of ethics, sensitization on fraud and corruption and training on the Bank’s rules and 

procedures.  
 

Financial Management, Internal Control and Disbursement 
 

4.1.8 ANE has a fully-fledged Finance department with appropriately experienced staff. A team of 

up to two suitably qualified officers from within this department shall be designated and 

dedicated to the Financial Management operations of the Project under the guidance of the 

ANE Director of Finance. Their responsibilities shall include the maintaining of a sound 

internal control environment and accounting requisite records, preparing and submitting to the 

Bank of regular financial reports and year-end financial reporting. Quarterly Interim Financial 

Statements (Unaudited) and Annual Audited Financial Statements of the project shall be 

submitted to the Bank within 45 days and 6 months after the year end of the quarter and 

financial year respectively. Financial Management training of the FM team will be carried out 

at project launching. The existing Accounting, Financial and Administrative Procedures 

Manual, which is currently being updated, will be adequate for the purposes of the Project and 

as such will be adopted. The Internal Auditor Department of the Road Sector will, in line with 

its mandate, undertake periodic assessments on the strengths and weaknesses of the internal 

control system. In addition, within the organizational structure of the Ministry of Finance there 

is an Inspectorate General of Finance (IGF) with the responsibility of inspecting the 

Project Categories 

UA '000 000 

ICB NCB Others Short List 
Non-Bank 

Funded 
Total 

1 Civil Works       

1.1 
Muita-Lichinga road + 

OSBP 
80.23[31.6]     80.23 [31.6] 

1.2 Access Roads  2.0[0.20]    2.0 [0.20] 

2 Consulting Services        

2.1 

Supervision, tec. Audit, 

studies on  road side stations 

& road maintenance   

   3.78[1.77]  3.78[1.77] 

2.2 

Studies on construction  

industry & on trade 

facilitation 

   0.09[0.09]  0.09[0.09] 

2.3 Capacity Building    0.20[0.20]  0.20[0.20] 

2.4 Projects Audit     0.07[0.00]  0.07[0.00] 

2.5 Road  safety audit    0.02[0.02]  0.02[0.02] 

2.6 Training activities    0.07[0.07]  0.07[0.07] 

3 
Compensation &  

Resettlement 
    1.28[0.0] 1.28[0.0] 

 TOTAL 80.23[31.6] 2.0[2.0]  4.23[2.15] 1.28[0.00] 87.82[34.65] 



 

- 14 - 

transaction of every ministry. Internal audit inspections will be done by IGF once a year in 

accordance with government rules and procedures.  
 

4.1.9 Audit shall therefore be carried out by a firm of independent qualified Auditors in accordance 

with terms and conditions acceptable to the Bank, which will be forwarded to NAO as it 

oversees all Government books.  In line with the 2005 Paris Declaration on Aid effectiveness, 

audit requirements and arrangements will to the best extent possible be harmonized with those 

of participating Donors to the extent that the Bank requirements are met, this shall include a 

single Audit based on Terms of Reference agreed to by all Development Partners. The annual 

audited financial statements together with the auditor’s report and management letter covering 

identified internal control weaknesses will be submitted to the Bank no later than six months 

after the end of each Fiscal year. Bank management shall be expected to respond in writing to 

all issues raised in the management letter prior to submitting to the Bank. 

 

4.1.10 Disbursement of funds shall be primarily by the Direct Payment method; however other 

reimbursement method shall be available for use subject to Bank rules. The option of 

disbursing the funds through direct payments to third party on contracts above a pre-

determined threshold for eligible expenditures will also be available within the road sector. 

The Reimbursement to the Borrower Method shall be used only for capacity building 

component. However, it is anticipated that most of payments will be made through direct 

payments. The Bank’s Disbursement Letter will be issued stipulating clearly key disbursement 

requirements, procedures and practices. PIT will receive, certify and send invoices regarding 

government funding to the Road Fund where they will be processed into the e-SISTAFE and 

then paid through single treasure account –CUT. JICA will disburse funds following its own 

disbursement procedures.  
 

4.2 Monitoring  
 

4.2.1 ANE will be responsible for monitoring and evaluation of the project, through the PIT. ANE 

will procure the services of a specialized engineering firm for the supervision of the 

construction works. The firm will provide ANE with regular progress reports. In addition, the 

Bank will also provide close monitoring and evaluation of the project during implementation 

through regular follow-up, review and supervision missions. Monitoring of the ESMP 

implementation shall be conducted by GAT and MICOA to ensure full compliance with the 

Government regulations and Bank’s policies and guidelines. Monitoring of RAP 

implementation shall be carried out by GAT in collaboration with the Road Fund to verify 

compensation payment and local authorities. Local Community Based Organizations (CBO’s) 

and Non-Governmental Organisations (NGOs) alongside local communities will also take part 

in monitoring. On its part, the Bank (headquarters and field office) shall conduct regular 

supervision and monitoring missions to validate compliance with Bank requirements.   

 

4.3 Governance  
 

4.3.1 The roads sub-sector in Mozambique has benefited from considerable donor support through 

the years, which has played a role in promoting the agenda for institutional and policy reforms 

that target more transparency and improved governance. Some of the successes in this regards 

was the establishment of the Roads Authority ANE, and subsequently a second generation 

Road Fund. Donor coordination continues in the area of sector governance, where continuous 

improvements are being promoted and supported by the different development partners, and 

this includes areas of planning, procurement, financial management, and operational matters.   
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4.4 Sustainability  
 

4.4.1 The sustainability of the Project will depend primarily on the ability of Mozambique to plan, 

program, and finance and implement timely maintenance of the Project road. The Project road 

is a Primary Road as a part of the Nacala Corridor and ANE has expressed its commitment to 

ensure that the maintenance needs of the rehabilitated road will be met. The funding of 

maintenance of the road network is dependant on the Road Fund Revenues which are derived 

from fuel charges, contributions of GOM and donors. The Road Fund revenues can only cover 

fully the routine maintenance needs and about 50% of periodic maintenance. This situation has 

resulted in backlog of periodic maintenance needs. The donor community has been requested 

to provide financing of the remainder 50% of periodic maintenance need including the 

backlog. Twenty percent of the revenue to the Road Fund is deposited into a special account to 

cover the required counterpart funding for donor funded projects.  

 

4.4.2 The Government has taken various initiatives to improve the maintenance capacity 

(technically and financially). For example ANE is considering the application of tolling of 

roads and Public Private Partnership mechanisms, in collaboration with other donors. Also, a 

major share of maintenance operations is currently outsourced to the private sector. However, 

there doesn’t seem to be a systematic way of monitoring the impact of these initiatives in a 

way that enables the Government identify areas of shortfalls and continue with the aim of 

improving maintenance capabilities. The project, therefore, includes under the component of 

the capacity building a study to monitor the progress to date and present recommendations on 

increasing revenues for maintenance, and implementation modalities. Under the same 

component also, the Bank will facilitate a technical assistance by the African Legal Support 

Facility (ALSF) for the development of PPP capacities in the sector. 

 

4.5 Risk management  
 

4.5.1 Strategically, there is a risk that trade facilitation measures will not be implemented along the 

corridor which would then minimize the regional impact of the project. To mitigate against 

such risk the Bank has been working together with the three countries and SADC to develop 

the Nacala Corridor as a regional corridor, and has incorporated components for assessment of 

trade facilitation obstacles, as well as including OSBPs as part of the civil works. The three 

governments have shown very high level of commitment to develop this regional corridor, and 

they continue to meet on regular basis through a steering committee to monitor progress.  

 

4.5.2 Project Sustainability: There is a risk that the project may not be well maintained due to 

limitation inability of the Road Fund to ensuring adequate resources. This will be mitigated by 

the ongoing efforts in the sector to improve the governance of the maintenance operations, 

through the successful establishment and operation of a second generation Road Fund, and 

through the planned introduction of output-based contracts in collaboration with other donors. 

The government is intending to maintain the subject project through this mechanism of 

contracting. To assist these efforts the Bank will work with the government to provide 

technical assistance (through the African Legal Support Facility, ALSF) to develop capacities 

in the subject area. Furthermore, the road will include weighbridges, the locations of which 

were established based on previous studies, to prevent overloading. 

 

4.5.3 Implementation risk: There is a risk that project implementation will suffer from delays similar 

to those witnessed in previous projects in Mozambique. These are delays attributed to 

completion of resettlement and compensation activities, delayed procurement process, and 

disbursement delays, which were partially attributed to long procedures of disbursement as set 

in the agreements between the two institutions for their parallel-co-financed projects. To 

mitigate against this, the project will include a carefully designed capacity building program 
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targeting specifically institutional aspects (within ANE) that were identified to have caused 

implementation delays, such as procurement, disbursement and contract administration 

capacities. Furthermore the resettlement and compensation will be split over sections of the 

road, to enable resettlement and compensation activities to take place simultaneously with 

implementation in different sections. Also the co-financing modality with JICA will be on 

parallel basis, and this will significantly reduce disbursement delays,  

 

4.5.4 Cost overrun: Cost overrun presents a potential risk. To mitigate against it adequate allowance 

for price and physical contingencies are included in the cost estimates, after conducting 

detailed cost reviews. Also the need for advance contracting will be assessed (this will help 

reduce implementation period and hence price uncertainties).  

 

4.6 Knowledge building  
 

4.6.1 The Bank will seek to leverage on special arrangements and Memorandum of Understandings 

it currently holds in place with some of the international entities and institutions, namely the 

Nordic Development Fund and the European Trust Fund, to apply for Grant funding to further 

compliment the project with additional components. The activities fall within the overall 

objectives the project, and compliment the project components stated earlier. These activities 

mainly include capacity building programs in the sector including building climate change 

resilience capacities. Further details of these activities are included in the Annex. The project 

will therefore provide knowledge at various levels. These include; i) the national level, through 

a trade facilitation assessment, and an assessment of the domestic construction industry; ii) the 

roads sector in Mozambique through studies and capacity development in the areas of roads 

maintenance, climate resilience, and Public Private Partnership (PPP); iii) the National Roads 

Administration (ANE), through capacity building activities; and iv) the local communities, 

through development of roadside stations. While some of the components under the project are 

not necessarily targeting knowledge transfer, they achieve such objective through the very 

nature of their implementation mechanism, such as Road side stations. This component will be 

implemented through a steering committee which will engage the local communities to plan 

through the supply chain of their produce.  

 

V – LEGAL INSTRUMENTS AND AUTHORITY 
 

5.1 Legal instrument 
 

5.1.1 The legal instrument for the project used is a loan which will be given to the Republic of 

Mozambique.  
 

5.2 Conditions associated with Bank’s intervention  
 

5.2.1 Conditions Precedent to Entry into Force: The entry into force of the Loan Agreement shall 

be subject to the fulfilment by the Borrower of the provisions of Section 12.01 of the General 

Conditions Applicable to Loans and Guarantee Agreements of the ADF. The Grant Agreement 

will enter into force upon signature by the Recipient and the Fund. 

 

5.2.2 Conditions Precedent to First Disbursement of the Loan and of the Grant: The obligations 

of the Fund to make the first disbursement of the ADF Loan and of the ADF Grant shall be 

conditional upon the entry into force of the Loan and the Grant Agreement, respectively, and 

the fulfilment by the Borrower/Recipient, in form and substance satisfactory to the Fund, of the 

following conditions: 
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(i) Provision of a satisfactory Resettlement Action Plan (RAP) together with a schedule (the 

“Works and Compensation Schedule”) detailing (a) the sections into which each lot of the 

civil works will be divided and (b) a timeframe for the compensation of Project Affected 

Persons with respect to all such sections, in each case, in form and substance satisfactory 

to the Fund; and 

(ii) Provision of evidence of the appointment of a Project Implementation Team (PIT), 

including a Project Coordinator, disbursement officer, procurement specialist, contracts 

administration officer, Monitoring & Evaluation officer, and environmental & social 

specialist, whose qualifications and experience shall be acceptable to the Fund. 
 

5.2.3 Other Conditions: The Borrower/Recipient shall, in form and substance satisfactory to the 

Fund, fulfill the following conditions: 
 

(i) Provide evidence of having compensated and/or resettled all Project Affected Persons with 

respect to the first section of the civil works in accordance with the RAP and the Works 

and Compensation Schedule, and within a maximum period of 6 months from first 

disbursement. 
 

(ii) The Borrowers will provide evidence in form and substance acceptable to the Fund that 

prior to commencement of construction on any section of any lot of the civil works, all 

Project Affected Persons have been compensated and/or resettled with respect to the 

relevant section of the relevant lot in accordance with the RAP and any updates to the 

RAP as well as the Works and Compensation Schedule.  
 

(iii) Setting up of a Steering Committee for the establishment and operation of the roadside 

stations, with a composition and set up as to be agreed following the completion of the 

study on “the identification and design of the roadside stations”. 
 

5.2.4 Covenants: Under the Loan and Grant Agreements, the Borrower/Recipient covenants and 

agrees, in form and substance satisfactory to the Fund to: 

(i) Carry out, and cause its contractors to carry out, the Project in accordance with: (a) 

national legislation; and (b) the recommendations, requirements and procedures set forth 

in the Environmental and Social Management Plan (ESMP) and RAP prepared for the 

Project;  

(ii) Not start any construction on any section of the concerned lot of the civil works, if all 

Project Affected Persons on the concerned section have not been compensated and/or 

resettled with respect to the relevant section of the relevant lot in accordance with the RAP 

and any updates to the RAP as well as the Works and Compensation Schedule; and 
 

(iii) Deliver to the Fund project quarterly reports (QPRs), in form and substance acceptable to 

the Fund, describing the Borrower’s/Recipient’s implementation of the ESMP (including 

any implementation failures and related remedies, if any). 

5.3 Compliance with Bank Policies 
 

5.3.1 This project complies with all applicable Bank policies. 
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VI – RECOMMENDATION 
 

6.1 Management recommends that the Board of Directors approve; i) an ADF loan of  UA 38.65 

million and (ii) an ADF grant of UA 0.18 million, from  cancelled operations, to the Republic 

of Mozambique to finance the Nacala Road Corridor Project – Phase III, for the purposes and 

subject to the conditions stipulated in this report. 

 



 
 

 
 

Appendix I. Mozambique’s Comparative Socio-Economic Indicators 
 

 



 
 

 
 

Appendix II. Table of AfDB’s portfolio in the country (October 2012) 

 

 
 

Long Name
Approval 

Date

Approved 

Amount (UA)

Disbursed 

Amount (UA)

Disb.Rate 

(%)
IP DO

Age 

since 

approval

BL IRRIGATION & CLIMATE RESILIENCE PROJ 26/09/2012 16,530,000.00 0.00 0% 0.00 0.00 0.1

MASSINGIR DAM AND SMALLHOLDER AGRICULTUR 02/03/2007 17,000,000.00 6,329,582.09 37% 2.83 3.00 5.7

Massingir Dam Emergency Rehab. Project 15/07/2009 13,300,000.00 355,732.48 3% 2.42 3.00 3.3

RURAL FINANCE INTERM.SUPPORT PROJECT 12/11/2003 11,520,000.00 11,520,000.00 100% 2.36 1.00 9.0

RURAL FINANCE INTERM.SUPPORT PROJECT 12/11/2003 3,840,000.00 2,320,423.95 60% 2.36 1.00 9.0

Agriculture Total 62,190,000.00 20,525,738.52 33% 2.49 2.00 6.72

GROWTH AND PUBLIC SECTOR EFFICIENCY 20/09/2011 60,000,000.00 40,184,062.36 67% 2.83 3.00 1.1

Multisector Total 60,000,000.00 40,184,062.36 67% 2.83 3.00 1.11

Financial Sector TA Project (FSTAP) 04/10/2005 6,800,000.00 4,060,484.25 60% 2.92 2.67 7.1

Finance Total 6,800,000.00 4,060,484.25 60% 2.92 2.67 7.08

MOMA MINERAL SANDS PROJECT 21/05/2003 25,964,415.77 25,964,415.77 100% 0.00 0.00 9.4

Ind/Min Total 25,964,415.77 25,964,415.77 100% 0.00 0.00 9.44

ELECTRICITY  IV PROJECT 13/09/2006 26,300,000.00 2,592,249.45 10% 2.62 2.75 6.1

RURAL ELECTRIF.PROJECT (ELECT III) 03/09/2001 11,120,000.00 6,502,945.48 58% 2.50 2.75 11.2

Power Total 37,420,000.00 9,095,194.93 24% 2.56 2.75 8.65

Women's Entrepreneurship And Skil ls Deve 25/01/2006 2,510,000.00 1,967,711.18 78% 2.50 3.00 6.8

Social Total 2,510,000.00 1,967,711.18 78% 6.77

MONTEPUEZ-LICHINGA ROAD PROJECT 27/10/2006 30,100,000.00 13,779,579.83 46% 2.21 2.75 6.0

MULTI-NACALA ROAD CORRIDOR (MOZAMBIQUE) 24/06/2009 102,720,000.00 4,993,974.41 5% 2.43 3.00 3.4

SUPPLEMENTARY LOAN MONTEPUEZ - LICHINGA 26/10/2010 32,650,000.00 4,874,281.20 15% 2.08 2.75 2.0

Transport Total 165,470,000.00 23,647,835.44 14% 2.24 2.83 3.79

NATIONAL RURAL WATER SUPPLY PROGRAM 09/11/2010 5,270,000.00 0.00 0% 1.80 3.00 2.0

Niassa Prov Towns Water and Sanitation 29/04/2009 18,000,000.00 1,617,844.97 9% 2.00 3.00 3.5
Water Sup Total 23,270,000.00 1,617,844.97 7% 1.90 3.00 2.74

Grand Total 383,624,415.77 127,063,287.42 33% 2.61 2.65 5.27

Long Name
Approval 

Date

Approved 

Amount (UA)

Disbursed 

Amount (UA)

Disb.Rate 

(%)
Age Source

INTEGRATED STUDY FOR COFAMOSA PROJECT
22-Nov-07

1,020,643.5 751,194
73.6%    4.9 AWF

MONTEPUEZ-LICHINGA ROAD PROJECT 19-Mar-07 27,454,556.1 9,418,306 34.3%    5.6 JICA

ELECTRICITY  IV PROJECT
07-Sep-06

6,884,681.6 591,295
8.6%    6.2 OPEC

MULTI-NACALA ROAD CORRIDOR (MOZAMBIQUE) 10-Mar-10 47,544,438.7 11,372,405 23.9%    2.6 JICA

RURAL ELECTRIF.PROJECT (ELECT III)
03-Sep-01

4,538,518.2 2,715,751
59.8%  11.2 OPEC

NATIONAL RURAL WATER SUPPLY PROGRAM
09-Nov-10

4,950,535.9 48,386
1.0%    2.0 RWSSI

Grand Total 92,393,374.0 24,897,336 26.9% 5.97

TOTAL (ADB and NON ADB GROUP) 476,017,789.8 151,960,623.58 32% 5.62

Mozambique APPROVED AND ONGOING NON-ADB GROUP FINANCED Projects as at 

31.10.2012

The total average age excludes MOMA Mineral Sands Project (ADB Private Sector) which is fully disbursed but considered Ongoing until the loan 

is fully repaid.



 
 

 
 

Appendix III. Map of the Project Area

 




