ZAMBIA’S OUTLET TO THE SEA

A Case Study in Colonial Transport Development

By R. S. Doganis

While the Royal Navy and Air Force are patrolling the Indian Ocean for tankers
which might be taking oil to the Port of Beira, a large team of British and Canadian
engineers and economists are finishing an economic feasibility study of a new 1,000-
mile railway line from the Zambian Copper Belt to the Indian Ocean at Dar-es-
Salaam. If the study is favourable and the capital can be raised, the Zambia-East
Africa Railway will become one of the largest railway projects undertaken anywhere
in the world since the Second World War.

At first sight it might seem anachronistic to construct such a long railway in the
second half of the twentieth century. Though recent events in Southern Rhodesia
have added great urgency to the current study, there are other important underlying
factors which have induced Tanzania and, more especially, Zambia to consider
seriously such a large transport investment. Closer examination of these factors shows
that transport facilities in Africa were, in many cases, developed on the basis of
narrow political and financial interests, so that today newly independent African
states face political and contractual obstacles in their economic development through
agreements made in the pre-Independence period.

Zambia is a land-locked state, many hundreds of miles from the sea, and yet is
entirely dependent on overseas trade for its livelihood. Minerals, largely copper and
to a smaller extent zinc, lead and cobalt, account for half Zambia’s gross domestic
product and virtually all her exports by value. These minerals, mostly exported to
Western Europe, the United States and Japan, provide most of the country’s foreign
exchange and a large part of the Government’s revenue through taxes and royalties.
With the proceeds from these exports Zambia is able to import many goods of which
she is short, particularly manufactured products, oil, coal and coke — large quantities
of which are needed by the mining industry — and to a smaller extent foodstuffs.

Given the nature of its export trade and its distance from the sea, Zambia is
heavily dependent on the railways for carrying its minerals to the ports. At present
there are four railway outlets. The two shortest are southwards through Rhodesia
to Beira or Lourengo Marques and north-westwards through Katanga and Angola
to Lobito. Both involve a journey of about 1450 to 1500 miles, though Lobito is
about 2,500 miles nearer to the ports of Western Europe. The other two routes are
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longer, and both involve a transhipment to water transport and then back to rail
before the coast is reached. One is by rail to Albertville, by lake steamer to Kigoma
and then by rail to Dar-es-Salaam. The other is entirely through the Congo to the
port of Matadi, and involves a long river journey-between Port Francqui and Leo-
poldville.
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Railway development here as in many other parts of Africa has been strongly
influenced by mining and political interests, because in the early stages mineral and
railway concessions were often granted to or acquired by the same financial interests.
Thus the British South Africa Company owned both the mineral concessions in
Northern Rhodesia and Rhodesia Railways, and until 1949 also controlled the port
of Beira and the Beira Railway, within Mozambique. Moreover, the company was
the governing authority in the Rhodesias till the British Government took over the
administration in 1924. Another British company, Tanganyika Concessions, financed
the construction of the railway to Lobito and also had a substantial holding in Union
Miniére, the company mining Katangese copper. The movement of goods, and es-
pecially copper, out of Northern Rhodesia, as it then was, was increasingly regulated
by agreements between the various interests involved rather than by normal econom-
ic considerations.

In 1936 the copper companies in Northern Rhodesia signed a twenty-year agree-
ment with Rhodesia Railways. The companies agreed to send all their copper on
the Rhodesia Railways system, and also not to develop hydro-electric power for use
on the Copper Belt, in exchange for low fixed freight rates for copper and even lower
rates for Wankie coal from Southern Rhodesia. Thus during the next twenty years
Northern Rhodesian copper flowed southwards to Beira, but towards the end of this
period increasing congestion and delays at Beira induced the copper companies to
press for other outlets. As a result a tripartite agreement was signed in 1957 between
Rhodesia Railways, the Benguela Railway and the Compagnie du Chemin de Fer
du Bas-Congo au Katanga (BCK), whereby Rhodesia Railways agreed to allow
some use of the Lobito route.! The amount of copper shipped through Lobito could
be no more than 109, of the 1957 level of exports via Rhodesia Railways plus 50%,
of any increase above that level, provided that in any year the railings to Lobito
did not exceed 209, of the total copper exports. At the same time the freight
rates for copper to Beira, Lourengo Marques and Lobito were equalised at £14 17s.
per ton. Copper began flowing to Lobito, and reached a peak of 82,000 tons in 1959.

Shortly after the renewal of the Tripartite Agreement in 1960, Rhodesia Railways
unilaterally offered a new discount rate of £g 10s.6d. on the amount of copper per-
mitted to go via Lobito and at the same time fixed future shipments at a maximum
of 36,000 tons. As a result of this discount rate copper soon ceased to flow through
Lobito and all reverted to Rhodesia Railways.

In the meantime, following the nationalisation in 1949 of Rhodesia Railways and
also of the port of Beira and the Beira Railway, the Beira Convention was signed
between the United Kingdom Government, acting on behalf of Southern Rhodesia,
and the Portuguese Government.? This guaranteed that Rhodesia Railways would
use the port of Beira to full capacity and would not in any way use discriminatory
charging to divert traffic of which the natural outlet or inlet was Beira. '

Finally in December 1963, shortly before Zambia achieved independence, an
agrecment was signed between the governments of Zambia and Southern Rhodesia

| Memorandum of Agreement between the Companhia do Caminho de Ferro de Benguela, the Compagnie du
Chemin de Fer du Bas-Congo au Katanga and the Rhodesia Railways. November 1956.

2Convention between the Government of the United Kingdom and the Government of the Re-
public of Portugal relative to the Port of Beira and Connected Railways. Lisbon 1950. (Cmnd. 8061,
London, 1951.)
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that if either country were to divert traffic from the Rhodesia Railways system, which
they jointly own, it must pay compensation equal to the revenues lost.3

Collectively these agreements impose severe restrictions on Zambia’s access to the
sea. She cannot take advantage of the best alternative rail route, that to Lobito,
because of the discount rate, and she cannot profitably develop other alternative
routes because of the compensation agreement. Thus despite its central position
Zambia is tied to one coastal area, and the one, moreover, which is furthest from
her markets. Rhodesia Railways’ monopoly over most of Zambia’s external trade is
reinforced by a formal agreement with truck operators in the former Central African
Federation, whereby price competition between road and rail is prohibited.

One may question whether the development of Zambia’s outlets to the sea exclus-
ively through Rhodesia, and the monopolistic position of Rhodesia Railways, have
been disadvantageous to Zambia or not. Strategically Zambia is in an unusually
vulnerable position. If her link with Beira and Lourengo Marques were cut serious
economic disruption would result, because none of the alternative rail or road outlets
could meet the extra demands that would be made on them. The Benguela Railway
to Lobito, the most suitable alternative, has relatively little spare capacity.

Apart from strategic considerations there are grounds for believing that Rhodesia
Railways may have taken undue advantage of their monopoly position. The revenue
from the copper traffic alone provided, in 1963, 289, of their total revenue while
accounting for only 89, of their traffic by weight. This may be partly due to the
weight-to-value ratio of copper and the value-of-service rate structure. But estimates
of the profit or loss made per ton for the principal commodities carried on Rhodesia
Railways attribute a high proportion of the profits to Zambian traffic, especially
copper, and most of the losses to Rhodesian traffic. This can be clearly seen in the
accompanying table.

Thus the railway agreements appear to have placed Zambia in a vulnerable
strategic position and to have allowed Rhodesia Railways to take advantage of their
virtual monopoly of Zambian external trade.

In these circumstances it is hardly surprising that a great deal of pressure has been
building up within Zambia for a re-examination of the whole situation. At the same
time the East African Railways and Harbours (E.A.R. & H., the common railway
authority for Tanzania, Kenya and Uganda), which have long been contemplating
a railway line from Dar-es-Salaam to the Southern Highlands of Tanzania, have
considered extending this line to the Copper Belt in order to increase its profitability.
Consequently, since the war, there has been much discussion on joining the Copper
Belt by rail to the sea through Tanganyika, and a number of major surveys have
been carried out.

The first major study of the rail link proposal was the Gibb Report, presented in
June 1952.4 The report was in two parts, the first being an engineering survey to
establish the construction cost of the proposed line from Kapiri Moshi to a point on
the Central Line of the East African Railways System, together with possible branch
lines. The other part of the Report assessed the potential development of the areas

3Agreement between the Government of Southern Rhodesia and the Government of Northern
Rhodesia relating to the Rhodesia Railways. Salisbury, Dec. 1963.
4Report on Central African Rail Link Development Survey. London, 1952.
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Rhodesia Railways
Estimated Profit or Loss for Principal Commodities — Year ending 30 June 1963

Profit or loss per Estimated
ton (for 200 mile| Product Valua- Product
equal point) tion per ton Origin
£
Tobacco + 048 347 Mostly Rhodesia
Maize and maize meal — 079 15 Mostly Rhodesia
Asbestos — 024 42 Rhodesia
Chrome ore — 1-29 5 Rhodesia
Zambian copper (full rate) ~
To Beira + 7°49 210 Zambia
To Lourengo Marques + 6-60 Zambia
Zambian copper (discount rate)
To Beira + 272 Zambia
To Lourengo Marques + 2-36 Zambia
Copper to South Africa + 904 Zambia
Lead and zinc 4+ 0-62 57-58 Zambia
Coal and coke — 1'52 I Rhodesia
Livestock — 009 135 Mostly Rhodesia

Source: Government Controls on Transport, by E. T. Haefele and E. B. Steinberg. The Brookings
Institution, December 1965.

to be served by the various lines and the nature and magnitude of the railway traffic
which this development might engender. It was suggested that traffic would be
largely agricultural and would expand only gradually, and that therefore a railway
line might be premature. But the report made a crucial assumption in assuming that
freight costs for copper on the new route would be higher than on the existing route
to Beira, and that therefore no copper would be carried on it.

In November 1963 the East African Railways and Harbours presented their own
report on the proposed rail link, predicting that, in spite of construction costs of over
£51 million, the new railway would earn an overall surplus by 1975, the fifth year
of operation. This favourable result was based on the assumption that the new line
would carry 200,000 tons of copper in 1970, when it began operations, and 250,000
tons by 1975. This traffic would represent the increase in copper exports during this
period and would not therefore result in any diminution in the traffic already going
to Beira. The financial viability of the proposed line would be enhanced by the
developmental stimulus it would have in the areas through which it would pass,
both in Zambia and in Tanzania. In brief, the report was strongly in favour of the
proposed rail link.

About a year later a third major study was presented, this time by the International
Bank for Reconstruction and Development.> This study pointed out that the existing
railways from the Copper Belt to the sea had ample spare capacity to carry any
possible growth in traffic, or could expand their capacity at relatively little cost, and
that the freight rates on the proposed new line would be higher than on existing

5The Northern Rhodesia- Tanganyika Rail Link. December 1963.
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lines, because of steeper gradients and because the break of gauge would necessitate
a costly transhipment. Both these latter assumptions are questionable. The Bank’s
study also suggested that the areas through which the railway would pass would
benefit more from better roads than from a new railway. While broadly accepting
the cost estimates of the previous report, the Bank added 209, as a contingency
allowance and, assuming no copper traffic at zll because of the higher freight rates,
found the investment not financially justifiable. Moreover, the Bank assumed that,
even if freight rates were lower on the new link, no traffic could be diverted from
Rhodesia Railways because of existing agreements. Such an assumption is difficult
to maintain in the light of recent events.

While rejecting the rail proposal, the report suggested that the Great North Road
could be improved to paved standard in order to stimulate the development of the
Northern Province of Zambia and areas on the Tanzanian side and to carry growing
trade between East and Central Africa. This would cost about £8 million, or £40
million less than the railway. No mention was made of the financial returns on this
capital.

Shortly afterwards E.A.R. & H. lost interest in the proposed link because, under
the terms of a new loan from the International Bank for Reconstruction and Devel-
opment for improvements to their own railway system and ports, they were pre-
vented from undertaking any new investments which might jeopardise their ability
to meet the loan repayments.

In the meantime, a newly independent Zambia found itself restricted both eco-
nomically and strategically by pre-independence agreements and arrangements.
This became increasingly apparent as a result of the political developments in
Rhodesia. Zambia was almost wholly dependent for its exports and imports on a
single railway line running through two foreign countries. There was therefore an
obvious need to consider the possibility of developing another outlet to the sea, and
in particular the rail link to East Africa.

A new survey was also needed because certain aspects of the previous reports
needed revision. In the first place there had been no engineering survey since the
period 1949-51, when the Gibb Report was prepared, but since then there had been
considerable advances in survey techniques, particularly in the use of aerial photog-
raphy, and also in railway construction techniques and costs. There was therefore a
need for a new engineering survey. Secondly, the divergences between the various
reports were so great that further research was obviously necessary on several im-
portant points. Moreover, none of the previous studies had fully considered the social
costs and benefits of the proposed investment. Finally, it was becoming increasingly
apparent that an improved Great North Road to Tanzania was not an alternative
but complementary to the railway link.

The report of the British Canadian Survey team is now awaited. Whatever its
findings may be, and much will depend on the decision made about copper traffic,
the story of Zambia’s access to the sea illustrates how past financial and political
interests influenced transport developments in ex-colonial countries, creating difficult
and costly problems for the newly independent states. This pattern was repeated
over much of Africa.

University of Birmingham.
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