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ACTl ON ME!·~OH,\Nl.JU:4 FOR 1'HE f• P'.·'. l :: l :; TH ATUI~ 

'i'liRU: AA/PPC , Mr , /, l<xc,n•l-:r I' • Shako(~xeY{;, 
THRU: ES 

AA/AFR, Goll'r r.&ic~ 
SUBJECT: Zimbab·.11c - FY LO $1J Mi 11 i un Progrnm Grant 

Problem: Your approval i B l'l'qui red for n l'ror.ram Grant. of 
$13 rn.i.llion Le the Gove:rnmcnt c..f Zimu;1!.Jwt· (GUZ) from tltc Economic 
Support Fur;d nppropriatfon. 

Discussio:1: The U.S. u:::tdtnanct.= slra~t!gy in Zimbabwe is 
designed to assist the new government in high priority areas 
designat~d by th9 GOZ. The U.S. has committed itself publicly 
to $20.0 million of assistance to Zimbabwe in FY 80 to meet 
these priorities, followed by a proposed $25-30 million ~rogram 
in FY 81. To date $5.0 million of FY 80 funds has been pledged 
to the United Nationa High Commission for Refugees (UNHCR) for 
the repatriation of refugees, and $2.0 million has been provided 
to the GOZ as a bilateral project for the rehabilitation of rural 
health clinics. The att·1ched Program Assistance Approva~ Document 
(PAAD) represents the reffiainillg $13 million in funds to be obligated 
during FY 80. The Program, wldch takes the form of a cash transfer, 
is designed to assist the OOZ in meeting a ~hortfall in the budget 
support requirements associated with immediate resettlement and 
reconstruction program nee<!!>. A review of other donor assistance 
available or anticipated indic~tcG that the GOZ, even with full 
immediate access to the U,S. $13 Million of assistance, will be 
hard pressed to rneel the rehnbllllation nnd resettlenent require­
ments ove:r the next three months from external ::;ourccs. In addition, 
the projected GOZ buuget defic·t i::; alrP:.ldy cxc<'~>!:dvc, capacity for 
additional in tcrnal borrowi :1g i ·; l imi tcd, and a subs tan ti ve increase 
in the rate or inflation r.c1·r.:~· unavoirhble. On the balance of pay­
ments front, u severe forcinr. exchang(· shortage is anticipated. 
which will be purtially ullevinted by Lile proposed ca:;h transfer. 

The grant wi 1 l be disbur:;ed Lo ~l GOZ nccouut in a U.S. bank 
specified by i.h~ GCZ shortly :1r1 •. r ohdg:1tion. Yinoncinr; r'<_·quc:-;t8 
will be t;uhriitlt:J to /\JD witl•:n :ixl.y day3 fror.i the date of 
execution of t!w program gr:!11\. ~-11:r<'1:m1 ~ll. Bccau:w the GOZ' s norr..nl 
quarterly forcic,n exchange and hidt,cl.;.iry rcquircr:H:nts cxc(~'-d the 
full amouut 1..;t the grant •1::d l·cc;·w't.: vf tli.: urf'f:"nt req~d rcment for 
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foreign cxchangt: for the ruk·vt 11 rrienl i r '>l'ro:•,, ini tl<:l di~­
bursement '.·Jill c.:iver :lit. Cul! :'ll'<.·1;nL (;f th•: f!r.;?1t. 1'.;e grant 
requires th;1t Uw GOZ e!;:.;;!·,.Ji::11 .; :;pPci:1L .1<:co:lltt ...:hie!. ·11ill 
contain ~he l•)C:.11 CUlT1.m<.:y cqui·;;llr.:nl. ,_,f· l!it· U.:;, dull~Z' f~rur1t. 

Fu11ds fr0;.i this account 1·1i 11 ,.,. n:~•:u t•, !.iippnrt 'lit· G'•!. c..,n~Lruction 

and res~Hl<.:na.:nt program. Sj·::ciric3lly, the· GGZ 1 s i·:inistry 0r 
Finance in terid!j to al lo<..::1.tl' $~.:, rni 11 iun j ri loc<:il currL"r:cy to the 
Department u { Agri C'...11 turc fc~r 'J<'H<'t<lb l c p;1ci~;,, };um::1er crop pucks, 
and related training nnd :!'/.~, rnilli<m ir• hc:1l currer.~; for 
reconstruction allocaten ft,r c~ttle clips, ·1;a:~<·~ !;uppljes, kf::J r·oads, 
bridges, and schools. 

Certain prc·;isions of the Fo1·eign Assist.'.'lncc / .. cl of 1961, as amended 
{the "FAA") require that ,in furnishfr.g nssi3t:t:1ce to any country, 
\'arious spcci fied factors shull be tnl<cn into consideration. Amc...ng 

these provis:.ons arc: 

620(1) (failure to enlcr into investment quaranty 
program); 

620(0) . (sejzurcs of or sanctions against U.S. fishing 
vessel::>) i and 

620{u) {statu~; of ·ob] ig~tions of a foreign country to 
the Lin i tcd Nation~•). 

In connection with ~he appl'oval t,f the )nlcrim FY 1900 OYU, thc;;e 
factors were not taken into CJ11:d dc>ra Uun with re:>JJCCt to a:.>sistance tu 
Zimtabwc. S1.:t forth in atto<..:lmw11l A arc co1:1mer.ts on Lite relevant FAI\ 

provisions ~:; to their cffl'cl v1 I.he dcci~~ion to furni~;h the assistun~e 
proposed herein to Zirnbebwe. Yo~r approval.of the ?AAD provides the 
occasion fl·r to~ing these r.~ct,)r~ into cunsiJcr;1t10n and making the 
required Gett r;.:inations. 

Further, .!~1 JH'c•vic,us yc~r-,, l .. : .D. h::i:> al..;o b.,<:~ rr:SJJOr.si!Jle for •11e 

com:ideraUon of FAA SecUcn 6~:Uti), dc_alinp ·.dth da:nngc to U.S. 
property by mob C!Ction, am~ S-.cl.11.m t':;O(i)~;.LiPa.ling \·.•it:h ~!.U.t::.:.ry 

exµenditur:.:::; t>y rec.:.~Jient cnu:11 !""ics. The i'r•·sjdcnt,L-·y Executive 
Order 12103, h~s delcg::i.t.ed tia· :-c!:pon:;ihi!ily few lh1.:sc S'.'Ctions to 

th!,; SecreL:-11·:.· uf State. Tllo.: ·'· 1 1r'.1at·nt .. f :·1~1· .. ha3 1·0ceived 1.0 

ir.furmatio11 ~s to mob d2f'1a,::· :.1 l1.S. pr·t'!'crLy in ZidJab1:(:. The 
Government cf Zir.ib~bwe has rn:'.. yet <!d•·.p! t:.:d :1 u1:dr, .. t <JIH.i no infurmr.1.t­
ion is avai1ubl1.: at this l.iri...· :i!~ tu ;lily 1aiU t~r-:1 lJ11ugd.. It is unl B~ely 
that the zj mh;.ibwj an mil i Lary l u<lPct. wo:.1 l <I ex1:cc.•d the n<,1·:n in term!> of 
defense cxpL'ndi tures. The :h-:· u·t•;iu1t'~; cor::;idtT:ttion fJf these sec Liens 



js shown by t.tie Dcpart;rwnt clc:rw:iucr:; :1hown on Ud3 1n<·mm·uudum. 

There are no conditions, cuvcnn1.ts, er waivers associated with 
thia Progrr1•n Grant. llm•:< .. J<'r, 1 he GOZ \·j i 11 nr.rcc that the fundii 
provided c;,1nnot ue u::.H:cl f,w 111.i 1 i tary cxpcndi lure:.;. · Congress wns 
not.i fied of the program on Apd 1 22 nnd the f i ftcen d:.y wai ti:ig 
period expi1·ed on May 7, 1980. l twvc ripprovcd a n~gntive 
determination for the lnilial Environmc-nt:il l::x::imination. 

Tt.e State Department's Office of liuman Hip.h ls has provided their 
clearance on this mt•morandum. The Pr<'ject Beview Committee mi:t 
and recornr:C::n·:l:·d approval of tl•e Program Grant c..:r. June ~.s, 1980. 
The AID/W bactstop officer r~r lhis progrom will be Douglas T. Kline, 
AFR/DR/SA. 

Recommend:-, t ion: Thn t you ::; igil lhc :-1 L lac lied PAAD thoreby 
authorizing tl:e proposed l'nwram Grant in the amount cf $13 million. 

AFR/DR/SA: D~line:agb:6/25/SO 

Attachment5: -----· 
A. FAAD 
B.' IIE 
C. F'rojcct Paper 

AF/EPS: !JBorn 

-AFR/SA:DACohen (dft) 
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PAAD PROGRAM ASSISTANCE 
APPROVAL DOCUMEHT Program Grant {Cash) 

4. CATE 

June 26, J.980 • 
; -r... TO: o. ove Cl1ANGE NO. 

A/AID, Douglas J. Bennet, Jr. 
"'· ove INCREASE 

7, FROM' None 

AA/AFR, Goler T. Butcher i4--"' TO BE TAKEN FROM: 

'-L~i\ 
9. APPROVAL REOUESTEO FOR COMMITMENT OF: ,o. APPROlllRIATION - ALLOTMENT 

s 13zOOO.OOO ESI" 037-61-698-00-50-01 
I 1. TYPE FUNOIN~~ 12. LOC,i.L CURRENCY APP.ANCEMENT I u. ESTIMATEO CELIVERY PERIOD I"" TRANSAcT:CN EL.1G.s1;.1Tv 

DATE 
QLO:..N [XjGRAN !X)INFC'RMAL QFORMAL QNONE 6-26-80 - 9-30-80 6-26-80 
IS. COMMODITIES FINIH~CEO 

None 

16, PERMITTED SOURCE 17. ESTIMATEO SOURCE 

U.S.: 
lndustriali:ze.d Ccuntrie:s: 

F1·ee World: 

Cash: 13, 000 i 000 
I · ~:::r':= -- -------· 

----·--------
---------·-··---lt. su:.AMA ,.,. OESCP.llOTION 

The Mugabe-led na:icn of Zimbabwe inherited a country rich in natural and hUltan 
resources, but one with severe budgetary and balance of ?ayments proble:ns, hc:i fh~m1ec 
expectations of the majority of the populationt 1 to 1.5 million ~efugees c~c dis­
placed persons end damage to rural infrastructure • 

. • ...... 

The j ustificati:on for this cash transfer is based on balance of pay.nents and COZ 
budget needs as the GOZ begins the process of reviving and developing the ecc~o~y 
alor.g more equitable lines. 

Since the mid-1970s both per capita and gross domestic product an<l ~mployment have 
fallen. As a re~mlt of the war, du.ring the last five years per capita GD? fsll 
about five percent ?Cr annum. Government revenues rely very heavily on sdles and 
income te.xes (over 70 percent of revenues for the period of 1 J'..lly 1979 to 30 June 
1980) and these have followed the .:iown•,7arci trend of the economy, no~>' (1979/eO) 
accounting for only 85 percent of 19i6/77 revenur:s. Expcnditm:as, d;:iv.::n by in­
creased defense ~eeds, grew 32 percent in re~l terms from 1976/77 to 1Si9/c0, 
with defense's shc;.re ir:.creasing by 109 pe!'cent in real terms. As a result, t11e 

! 

Central Gcvt!rnmentis current account def'icit gr.::w from $90 million in 1976/77 to 

DAT~ 

26 June 80 
1 ·~· <.CTt-:lM 

i 0 Al"P"IOVE~ 

26 June 80 j 
26 June so I 

26 June 80 
26 June 80 
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18. Summary Description (continued) 

$690 million in 1979/80. 

rhe 1980/81 budget, not yet released, will continue the trend to increased deficit 
spending. No information is available but, since government revenues are tied closely 
to economic performance and many people are assuming a four percent real growth rate 
coupled with 12 percent inflation, we can project-revenues of $1.1 billion. The 
anticipated current account daficit for 1980/81 is $1.0 billion based on a budget of 
$2.1 billion, an increase of 30 percent over 1979/80. Much of the increase is apparently 
needed to pay for the three armies, which have not yet been demobilized, and to finance 
resettlement and development needs. While over time the dem~bilization and resettlement 
efforts will reduce the drain on budgetary resources, the scale of the budget deficit 
implies that there is not likely to be any great immediate "dividend" from the ending 
of thewar. 

With current estimates from balance of payments data indicating that the GOZ ant~cipates 
perhaps $150 million from foreign grants and loans, $860 million would need to be 
financed next year to meet budg~t requirements. 

The risk of severe dislocat~0n from continued heavy deficit financing is great. But 
in a country where expectation levels have been raised, a continued economic stagnation 
is clearly unacceptable. It will take great skill Over the next few years to manage 
theeconomy in such a way as to rebuild the social infrastructure, resettle large numbers 
of p.eople,. and expand the productive sectors rapidly. - · · . 

Zimbabwe needs massive assistance on the basis of both balance ofi payments and public 
sector budget needs. This $13 million· from the U.S. is needed quickly. Without greater. 
inf lows of foreign capital, Zimbabwe may find it impossib_e to finance the return to 
normalcy in the countryside. and have the private economy pick up and absorb the large 
numbers of unemployed;~ A slower rate~£ resettlement .and.)rovision of public-financed 
infrastructure - in a•"period of heightened expectations - would be politically intoler­
able for the Government. As the GOZ attempts to accomplish both object~ves, ~oreign 
exchange constraints will become tighter and tighter. 

Because of the seven years of often violent and bloody warfare, many community services 
in the predominantly Af.rican-inhabited rural areas had fallen into disrepair, been 
closed or destroyed. As an example, of the some 300-odd Government rural health clinics, 
159 were closed and in need of rebuilding or rehabilitation. More than one-third of 
the rural primary schools are closed and several hundred thousand primary school students 
are no longer attending class. Some rural roads are impassable and many cattle dip 
tanks have been destroyed. More than one million head of cattle - of the national hera 
of three million - have died, either short o.f food or ,from livestock diseases that 
could not be ~reated because of the war. Among other things, the cattle were used as 
draft animals and if they aren't replaced, fa?:'tllers in the subsistencesector will have 
severe problems growing enough food to feed themselves. . 

In addition to rehabilitation of community services, the Government is.faced with high 
costs of repatriating and resettling one to one ar,d half million refugees and displaced 
persons. These people must be transported home and provided with some i_te..'lls in order 
for them to begin re-establi,,shing themselves and become self-sufficient. 



COMMBN'fS ON CERTAIN SECTIONS OF THE FOREIGN 
~SSISTANCE ACT OF 1961, AS AMENDED, 

AS THESE MAY PERTAIN TO ZIMBABWE 

Se:ction 620(1) 

"The President shall consider denying assistance under this Act to 
tne government of any less developed country which, after 
December 31, l9bb, has failed to enter into an agreement with the 
President to institute the investment guaranty program under 
S€ction 234(a) (l) of this Act, providing protection against the 
specific risks of inconve~tibility under ~ubparagraph (A), and 
e:~propriation or confiscation under subpara9raph (B), of section 
234 (a} (1)." 

Zimbabwe became ~n independent country on April 18, 1980. There 
is a clear potential for United States investment in Zimbabwe. 
i~FR/Sl\ has been advised that OPJ:C .staff has the establishment of 
an investment guaranty program in Zimbabwe under internal discus­
sion and consideration at this t:ime. Considering that Zimbabwe is 
a newly independent country, that there has not been sufficient 
time to inaugurate an investrne11t guaranty program, and that the 
United States intends to proceed with such a program, we do not 
recommend denying assistance to Zimbabwe at this time. 

Section 620(0) 

"In determining whether or not to furnish assistance under this 
Act, consideration shall be given to excluding from such 
assistance any country which hereafter seizes, or imposes any 
penalty or sanction against, any united States fishing vessel on 
account of its fishing activities in international waters. The 
provisions.of this subsection shall not oe applicable-in any case 
governed by international agreement to which the United States is 
a party. n 

Zimbabwe is a landlocked country with no navy. We consider this 
section of the FM as inapplicable to Zimbabwe. 
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Section 620(u!_ 

"In any decision to provide or continue to provide any program of 
assistance to any country under the Foreign Assistance Act of 
1961, as amended, there shall be taken into account the status of 
the country with respect to its dues, assessments and other 
obligations to the united Nations; and where such country is 
delinquent with respect to any such obligations for the purposes 
of the first sentence of Article 19 of the United Nations Charter, 
tl1e President shall furnish the Committee on Foreign Relations of 
the Senate and the Speaker of the House of Representatives a 
report setting forth the assuranc:c given by the government of the 
country concerned of paying all of its arrearages and of placing 
its payments of such obligation on a current basis, or a full 
explanation of the unusual or exceptional circumstances which 
render it economically incapable of giving such assistance." 

Zimbabwe has recently applied for membership in the United 
Nations. At this time, we consider this section to be inapplica­
ble to Zimbabwe. 
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E. 0. 12.055: N/A 
TAGS: II/A 
SUBJ: ZIMBABllE PROGRAM ASSISTANCE APPROVAL DOCUllENT 

REf: ZTATE 133~00 

SAL I S8URY 1212 

I. AIO ~TAH FROM NAIROBI, t16AEAHE I-HD SALISBURY. HAVE COMPLETED 
ORhfTIHG r~h0 FOR REllAINJNG OOlS 13 t1:ll10N FYS.0 AID TO ZlllBABVE. 
FOLLOVlfHl IS PART I OF PAAO··ECOUClllC JUSTIFICATIOH. PART 11 OF 
PAAD Will BE OISPATCHED 13 JUNE FOLLO\llNG Al1B. KEELEY'S REVIEW. 
ACTION: REOUEST AFR/SA IMHEOIATELY ARRANGE PAAD DISTRIBUTION 
~rm SCHEDULE PAAD REVIEV TO AllO\I PAAD Al'PROVA~ HlT JS JUNE. 
PLEASE ADVISE PAAD REVIEV DATE AND ANY AOOITIONAl INFORMATION 
RE C!O I RED. 

2. BEtO\I IS PART I OF PM!l: ECONOMIC JUSTIFICATION. 
A. SUMMARY: FROM THE FOlLOwlNG Dl$CUS~t0N IT IS CLEAR THAT 

Zll1SA6\.'E NECDS llASSIVE ASSISTAllCE ON BOTlt BALAllCE OF PAY:.oNTS 
AUD oor.ESTIC BUDGET SUPPORT GROUNDS. THE PROPOSED llS DOLS 
13 HILL ION ASSISTANCE PACKAGE WHICH HAS ALREADY GEEN AttTICIPITEO 
IN TllE flt.TA EXAlllHEDl IS CLEARLY NEEDED ANO NHOED QUICKLY. 

SJNC[ 1914 TH[ OVERALL 6ALAHCE or PAYMENTS HAS SEEH IN 
DEFICIT EVEN THOUGH THE TRADE BALAd:E HAS BEEN POSITIVE ALMOST 
EVERY YEAR SIUCE UDI. Ill 1988/81 THE GOZ IS AGAIN FORECASTIHG 
LARGE BALAllCE or PAYMENTS DEFICITS. THE TOTAL OHICIT COMPARES 
VERY UNFAUOURASLW ~llH THE GOLD, fOREIGN EXCHAUGE AND BANK 
HOLDINGS THAT llDULO BE REO~IRED TO flNl<tiC[ THE DEFICIT \llTHOUT 
FURTHER IHTERNAT IONAL BORROlilHG. THE RESERVES AMOUNT 10 FOUR 
MONTHS IMPORT COVERAGE AT 1979 ~ATES or lhf DRT BUT LESS THAU 
THREE noNTHS COVERAGE AT 19SO RATES. THIS lEVEl IS ALREADY 
PROBAoll' UllACCHlABL Y LOii. FOil AT LEAST THE NEXT SEVERAi YEARS 
THERE \/Ill BE SEVERE PRESSURE OH THE ALHtOY LOii FOREIGN EXCHA~GE 

POSITION AND THIS Vlll UHDOUBTEDlY BE A MAJOR RESTRAINT ON THE 
PA~[ AHO RECOVERY OF DEVELOPMENT or THE ZIMBASWE ECONOMY. 

DECLINING TAX REVENUES COUPLEO lllTH INCREASED EXPENOllURES 
HAVE ~[SULTED If! A BUDGET DEFICIT or z DOLS 914 HllLIOll OVER THE 
PAST THREE YEARS. IT APPEARS THAT THIS TRENT lllll CONTl~UE IN 
1st~1s1. PRESUHABLY MUCH or THE INCREASED DCFICIT llllL ARISE 
FROll THE NEED TO PAY THREE ARMIES llHICH ARE SlOl/lY SEING DE· 
llO!dl llED, fP.011 RESETTlEtlEUT Of REFUGEES ~NO FROM P.UR.AL RECOii· 
STRUCTICM EXPENDITURES. Thi SCALE Of TH~ BUDGET OEFlCIT IMPLIES 
TMAT lH[~E IS NOT ll~ELY TO BE ANY GPEAT O!VIDENO FROM ENDING THE 
W1R llHICH llOUlD AllO\I GOZ TO PUSH OEVElOPllENl ACTIVITIES. 

llllllE IT APPEARS THAT GOZ COUlD AFFORD SOllE !~CREASE 'N 

FDREIGil BORRC\llNG, !~ERE IS LETHE RCOll FOil DOMESTIC FINANCING 

ON THE SCALE REOUIRED. GO~ERNMENT Will BE COMPETING FOR O~MESTIC 

FUNDS WITH THE PRl~AlE SECTOR AT A TIM[ VHEW THE LATTER VllL SE 
BORROlllNG 10 REHADlllTAH OR REP.LACE ~UN·OOl/ll EQUIPMENT THU 
HAS DETERIORATED DUAlkG SA~CTIONS. THE trrECT Ulll BE 10 DRIVE UP 
INTEREST Rl<IE~ TllAI COU!D HAMi'tR PRIV•TE INVESTMENT AllD ~LOii 

ECONOMIC RECOVERY. !KE IHHATIOHARY AllD OISLOCATIOll RISKS TO 
THE ECONDllY FROM CON! IUUEO HEAVY DEFICIT FHIANCING ARE GREAT. 
PAST DISLOCATJO:lS HAVE BCEN GREAT ANO EXPECTAllONS HAVE RISEN; 
CONTINUED STAGNATION \/ILL 8£ POLITICALLY UNACCEPTABLE. 

A RESOURCE TRAHSFER .fi!OG~A:I IS UllG£11Tl Y NEEDED TO 
AllEVIATl BOTH BUDGET DEFICIT AND BALAllCE or PAYMENTS CDHSTRAlllTS 
TO IMllEDIATE REfUGEE RESETTLEHEllT, RURAL RECONSTRUCTION AHO 
ECOllOM IC RE COVE RY. EllO SUllMARY. 
B. MACRO•ECOUOMIC Sl TT lllG: 

THE ECON0111C RATIC:;~L[ FOR PROGRAH ASSISTANCE IS BASED UPON 

VHAT IS EXPECTED TO SE SEVERE BALANCE or i'AYMCNTS PROBLEns AND 
EXTRAORDIHARY GOVERtrnrnr BUCGET DEFICITS DURING THE NEXT SEVERAL 
HARS. BEfORE IUALYZING THE SPECIFIC MACRO·ECOHOlllC PROBLEMS TO 
BE ADDRESSED BY THIS ASSISTAllCE, A VERY BRIEr SUMMARY or THE 
11ACRO·ECOHOMIC SETTING IS PROVIDED. 

GROSS DOHESTIC PROOUC1 IHARKET PRICES) IGDPI STOOD AT 
l DOLS 2.6 BILLION IN 1979 OR 2 DOLS 360 PER CAPITA (l DOL EQUALS 
US DOL 1. rn. Ill Rt Al TERMS GOP HAS GROWN BY ABOUT 2 PERCE!IT 
P.A. BET\IEEPI 1978 ARC 1979 CUT HAS Ill PER CAPITA 1ERl1S STEADILY 
D~CLlllEO FROM THE HIGH POINT IOF GDP! IN 1974. IN 1979 IN REAL 
TERHS PER CAPITA GDP STOOD AT &6 PERCENT Or THE 1974 LEVEL. 

ttANUFACTURlllG.. IS THE LARGEST COIHRl6UTOR, 2~ PERCENT TO GOP 
(FACTOR com. THIS IS fOLLOllED BY AGRICULTURE AND FORESTRY 12 

PERCENT, DISTRIBUTIOll (ltlCLUOING HOTELS AND RESTAUi!ANTSl 12 
PERCENT, PUBLIC ADMINISTR~TIOll 11 PERCENT, TRAHSPORT ANO COllH• 
UNICATION 9 PERCENT, Al!D r11N1HG 8 PERCENT. DURING THE PERIOD 
.1974/1979 MANUFACTU~ING'S SHARE OF GDP INCREASED BY I PERCEttTAGE 
POINT, PU6llC ADMINISTRATION BY~ POINTS, AND TRANSPORT AllD 
COHttUNICATIONS SY t POINT. AGRICULTURE ANO DISTRIBUTION SHARES 
FELL BY 6 AND 5 POINTS RESPECTIVELY. 
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IN 1979, S9ll,SJIB PEOPLE \/£RE FORMALLY EMPLOYED tN Zll1SAB\lt. 
OF THIS TOTAL 33 PERCENT HAO AGRICULTURAL JVSS, I~ PERCENT ll[R[ 
ErPtOIED IN MANUFACTURltG ANO II PERCENT IN PRIVATE DOnfSTIC 
SERVICE. IN ADDIT!CN 10 FOaMAL SECTOR EMPLOYMENT PE~HAPS AN 
AODITICNAt n;o 1'11LLION PEOPLE or l.:ORKlHG AGE l/OUlO HAV[ HAD TO 
FINO OTHER l'IE~~IS OF LIVELIHOOD, PR0\'10£0 OVER\;Hfll':IUGLY BY 
SUBSISTENCE FARMING IH TRIBAL TRUST LANDS. 

FROM !SIB TO 1979 FORMAL SECTOR EMPLOYMENT GREV er 1.6 PERCEH1 
Pi.R Amnm OR MUCH LESS. THAN THE Rr.1E OF POPUlAllCH GRO\ITll \/MICH 

IS IN E1.C[SS OF THREE PERCENT. FORMAL S~CTOR EllPLOYMENT PEAKED 

IN 197~ AT 1.0~ MILLION AND HAS DECLINED EVERY YEAR SINCE. 
TH~S SINCE THE 1110 19JU'S, BOTH Pit ANO GOP AND EM~LOYMENT 

HAVE r'LlEN. IT IS AGAINST THIS BACKGROUND Of FIVE YEARS OF 
tTAGH~ilON AND OECLIHt IN WHICH PER CAPITA GOP FELL BY ABOUT~ 

PERCENT P.A. THAT THE PRESEHT PROGRAM ASSISTANCE IS PROPCSEO. AS 

INDICATED SHORE, TN£ SPECIFIC ECONOMIC JUSTlrlCATION IS BASED 
:l!I DAL ANCE OF PH11EPHS A!IO ftU~GET SUPPORT tlEED~ AS THE GOVERllHEHT 

OF Zl11BAB\1£ BEGINS THE PROCESS OF REVITALIZING AhO DEVELOPING THE 
ECCUOllY ALOllG 110RE E~c:TABLE LINES. 
C. BALANCE OF PAYM(!ITS • RECENT PERFORNANCE 

T"E ovn~u BAlAflCt IN 1.1116~~\IE' s BALANCE OF PAYMENTS BETllHH . 
IS66 1u;o 1979 \IAS A CREDIT CF z oo~s 36 HILLIO~I. llUT SINCE 19H 
THC ovc;;~LL Bf.LANCE HAS BEEN IN DIF ICIT BY Z COLS 83 lllLL IO!l. THE 
BIGGEST DEFICIT, Z DOLS S6 MILLION OCCv~RED IN 1977 'ol!!ILE IH 

1979 THE OVtULL ULAllCE SHOlltO A DH!CIT OF Z COLS 21 1'11LLIOH. 

SlllCE UOI ZIM5A611E'S TRADE SALA!;CE CINCLUDlllG lllTERHAL F~EIGHT 

eur NCT EIT£RNAL SHIPPING COSJS) HAS SEEN POSITIVE EACH YEAR \llTH 
THE £XCEfTICf; OF 19&2. THE HIGH POINT VAS REACHED 111 1978 \/HEH 

THE !IET TR~OE BALANCE \/AS 1. DOLS 17S Mill !OH. IN 1979 THE BALANCE 
FELL TO l OOLS 94 111ll!OH. 

THE SERVICES, lllV£~T11ENT INCOHE AND TRA!lSfCR ITEllS ARE 
VIRTUAtlY AL\IAYS IHA DEFICIT POSITION. SERVICES, PRIMARILY 
EXT£RNAL FREIGHT ANO IHSURIACE AND FO~EIGN IRA1£L, REACHED A 
NET DEBIT POSITION OF l DOLS 135 MILLION IN 1979 AFTER AVERAGING 

ABOUT ?1199 HILLIOff TH£ PREVIOUS FOUR YEARS. IHVESTMENT INCO~E 

SHOllED THE GREATEST DEBIT BALANCE, ZS5l Mill tON, IN 1!76 <zne 
lllLLION 11, 19791, NET TRANSFER, P~ll'IAR!lY GP.ANT'S FUNDS, SHOllED 

Tl!E BIGCEST DEBIT 6ALAl1C£ ZS26 HILL IOll IN 1975. lfl ms THE HET 

0£flCIT \/AS Z119 MILLION. 
CUHULATlV~LY THE NET DEBITS or '.HESE THREE ITEMS llAVE 

nPI CAll y £XCEEDED Tll[ PlS IT I VE r ~/.i:!E BALANCE llllH THE RESULT 
1XAI THC CURRENT ACCOUNT BAlAtl:;[ HAS SHN NEGATIVE SEVEN OF IMC 
PAST 31NE YEA~S. !fl 1975 T~E NET CU~fEHT ACCOUNT BAL~~CE llAS 

IN CEFICIT BY ZS121 llllLIC!l ~'lillE Ill 1979 IT llAS 1.SllO MILLION. 

THE 6AlAfltE OH C:.PITAL ACCCCi.· HP.~ TYPICriLLY GEEN POSlll~E 

VllH THE CAPITAi INHOll IN THE EARLY 197'!' S SPURRED SY "OTHER 

CAPITAL TRANS•CTIOM," ANO IH 1978 kUC 1975 er UET INfLO\IS 81 

SALIS! 01612 :n OF IU lllOUOI 990 01 A I CZ 117 

GOVfRHHEWT FROH SOUTH 11n1c~ THE CAPITAL ACCOUNT OALAHCC IH 
19:9 VAS Ill ~uarL u~ BY IU3 MILL 1011. 

AT me ENO OF 1~79 THE GOLD AllO FOREIG!I EXCHANGE HOLDINGS or 
THE R£5ERV£ BAHi 51000 al :1191 HILLIO!I. THE BANllUG SYSTEn 

HELD AN ADDITIONAL ziJt lllLLICN IN GOLD AND FOREIGN ASSETS. 

0. BALAllCE or PAYHEtlT$ • PROJECTIONS 

IN 1981! AtW 1981 TH( C.OZ FOR[CASTS A 8ASIC COIHIHUAT:ON OF THE 

BAL AN Ct Of PArnEllTS TRENDS Of THE 196ti·19 PERIOD. A RAP 10 

EXPAllSIOil or EXPORTS L!O, OY 111HERALS, PARTIC;ULAALY GOLD, ANO 
SIZEABLE lllCRtASES IH lllPORTS SPURRED BY A BACl!LCG OF DEllAMD 

FROM SAllCTIOllS FOR CAPITAL GOODS REPLACEllENT IS FORECAST LEAVIHG 

THE TRADE SALAllC( flEAR ITS 1979 LEVEL. THE LIFTING or SANCTIONS 

IS EXPECTED TO HAKE 1nroRTS ~ PERCENT CHEAPER ~HO THE ABILITY TO 
SELL DIRECTLY RATHER THAN THROUGH THIRD COUllTRY HIDDLEl1EH COULD 

LtAD TO AS HUCH AS A 1~·29 PERC£NT rn'REASE Ill RETURN fROll 

EXPORTS. GOOD EXPORTS ARE ro?.tCAST TC INCREASE TO ZS96' 
MILLION, A 4S PERCENT IHCRE,SE 01£R 1975; GOODS lllPORTS -RE 

UPCCTED TO er zsau HILL ION, A~i lllCREAU or 48 PERCENT. VH[ll 
THOSE ITEMS ARE COMBIHEO llllH THE SllALl[R RE-EXPORT ANO IHIERHAI. 

fAE IGHT ITEMS, THE BALAllCE OF TRAOE IS EXPECTED TO BE Ill SURPLUS 
BY ZU4 Mill 1011. roR 1981, EXPORTS OF ZU, IBB tllll 10:1 ANO !llPORTS 
OF ZU9l HllllOH I/Ill LEAVE t TRADE BAlAllCE SURPLUS or UH 
HILLIOll llll[H ~OJUSTED FOR THE SHALLER ITE11S. 

THE •sERYICES" AND "lllVESTHENT lllC011E" ITEllS ARE EXPECTED 
TO BE SIHILAR TO.THE LEVELS or THE IS7B'S. THE SERVICES OEFICIT 
I/Ill !HCP.EASE, Oll£ TO THE EXPAllOEll TRAOE·l!IDUCED l!l'.'.REASE lff 

EXH~NAL FREIGHT ANO INSURAllCE CUTr'.O\IS, TO zun 111LL 1011 Ill uea 
ANO n20a lllLL IOtl IN 1981. ThE llET OUTHOll FROM IHVESTllE!IT JllC011E 

IS FORECAST To BE ZS56 MILLION IN 198S AHO 1.$64 1'11lllOV IN 1981. 
HET TRANSFERS ARC EXPECTED TO 2ECOHE A SURPLUS ITEM FOR THE 

CIRST Tl~~ SINCE 1968, \/HOLLY AS A RESULT OF EXl'ECTED FOREIGN AID 

IHFLOV TO THE GOZ. THESE ir:novs ARE ANTICIPATED TO BE Znti 
MILLION IN 1gae ANO z~~s MILLION IN 1981 LEADING TO A NET 
TRANSFER S~RPLUS OF UJe Mlll IO!l ANO ZU8 f11LL !Oil Ill !UfJ AllD 
19&1, RtSPECTIVELY. 

THE RESULTING NET DEFICIT OH CURRENT ACCOUffT IN 1988 IS 

EXPECTED TO SE ZSl86 111Lll0ll Ill 1980 AffD ZS162 lllLL IOH Ill 1911. 
THE CAPITAL ACCOUNT SALAllCE \1Hll£ IN SUAPLUS IS EXPECTED TO BE 
"UCH SHALL(R THAN THE CURRENT ACCOUNT DEFICIT. TH[ 1988 CAPITAL 

8AL~NCE IS EXPECTED TO St ZSJS 111LllON ARISllJG FROM trffLOllS TO 
GOVERNMENT OF ?$4; MllLIOH. CTHIS AHD THE 1!31 FIGURE counr 

10 
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ONl Y BC~l\0111 NG FPOll CURREHTL Y liHt\111 SOURCES. I Ill US! THE 
SURPLUS Oil CAPITAL ACCOUln IS E)J'ECTEO TO SHRINK TO U22 Hill IO!l 
AS i!iE lllrLCll fROll FOliEIGU £,RROlllNG SY PUBLIC AUTHO~ITIES vOR 
POl.'EP. E>.PAMSlOll AllO ELECTRIFICATION OF THE RAILllAYSI I/Ill SE MOliE 
THAii err SET SY t:ET GOVERNMENT OUT FL OllS llH I CH ARE tUR~ENTl y FORE. 
cr..sT lC CE 2146 Kill !OU. TH RESUl TING TOTAL CAPITAL ANO tui!REt:T 
lRAllS~C!IOllS Bl\lANCE IS A OErlCIT or ZS68 Hill ION IN 1989 A~O 
HI&! 111ll 10tl IN 1981. 

THE TOTAL DEflClT or 2t209 Hill ION FOR 198C/Sl COllPARES VERY 
UNFAVtoABLY llllH THE 1979 LEVEL OF OrFIC!Al GOLD l\NO fORElGH EXCHANGE 
PESER<ES OF ZUS7 l!!LLION AHO 8ANK!!IG SYSTEM HClOl/lGS OF ZUl 
!lllllVN THAT YOUtO BE REQUIRED TO FlffA3CE THE DEFICIT VITHOUT 
FURTHER INTt~NATIONtl 60RROlllHG. 

r.oRtOVER, THERE ARE A FEii POTENTIAL DEBIT ITEhS NOT INCLUDED 
IN lttE 198e ANO 1981 ESTIMATES llHICH COULD PARTIALLY OFFS[T INCREASED 
FORE IGH cor.liOlll UG. !IOST IMPORTANT IS THE FACT nuT· PHMEMTS 011 
GOVER~llEtlT·C'JED OEST TO Ti!E u. K. <e~rn PUBLIC AHO P~IVATEI HAVE 
6EtH EXCtUOtD fRO~ THE ESTIMATES SINCt THE GOZ Al~O THE U.K. HAVE 
HOT YET WC~KED OUT REPYAHEHT AR~AHGEHENTS. BY JUNE 1980, 
OVERDUE ANO CCRRENT PAV!'IE!HS CCULD EXCEED 2Sllll MllpOH. Ill 
ADCl110N, rvco IMPCRTS FOR lSiS AMOUNTING 10 PERHAPS ZS~ ~llllC~. 
KAVE ~OT BEEN INCLCOEO IN IMPORT ESTIMATES. 

TkE OH ICl~l F.ESERVES f.110UNT TO rouR llOlllHS IMPORT COVER 
AT l51S RAlES Of IMPORTS EUT LESS THAN THREE MONTHS CO~ER AT 19SS 
l<1PCR.T ilkTES. THIS LEVEL IS ~AOBAB\Y AlREt.DY UllACCEPTt.BlY LO'J AHO 
~f.IY FURlHER REOUCTll111S 1:1 RESERVES llOUlD FURTHER EXACER6AlE THIS 
UNHE~LTH! ~TATE OF AFF~IRS. 

IHCP.EASEO fOREIGU eORROlllNG ET GOVERNMENT lllll UUDOUBTEDLY 
lliCP.E~st OVER THE CURRENT K:IOl/ll LEVEL PP.RTICUlARLY IH 1981, THUS 
~EDUCING THE OVERALL DEFICIT 10 EE flNANCED BY ~ET FOREIGh EXCHANGE 
FlOl.'S. AS 'Jill EE SEEN BELO\/ !HE CURRENT EXTERNAL DEBT POSITIOll 
OF THE ':lVEli1111ENT IS SUH l~IENlLY COMFORTABLE TO All Oii HORE 
EXTEllSIVE 60RROlllllG. HVERTKELESS FOR AT LEAST THE NEXT SEVERAL 
YEARS Tkfi!E \/ILL SE SEVERE PRESSURE 011 THE ALREADY LOii FOREIGN 
EXCHINGC POSITION OF THE GOZ ANO THIS PRESSURE VlLL UllDOUSTEDLY 
BE A MAJOR RESTRAlllT OH lHE Pl\CE OF RECOVERY AtlO DEVEL0Pt1£NT 01' 
T!!E Z 111eA6\IE ECOllOMY. 
E. GOVERll!IEHT r !NAllCIAl POSIT ION 

GCV[Rt;HEMl RE~ENUE~ P.ELY VERY HEAVILY OH ll!C~ME AND SALES 
TAXES llHICH IN 191Sl!J UULY I, UH - JUNE 311, 19SOI \/Ill ACCOUHT 
FOR OVER 79 PERC£11T or REVENUES. THESE TAXES lllLL T~ND 10 MOVE" lH 
WE SAHE Olj;[CTIOH All~ AT THE SAME PAC( AS THE Eco:.onv. THUS 
VITH Tf.t ~CTUAL REOUCTIC~l l'i GDP OVEil Tl!E lAST SEHA.l.l YEARS TAX 
HHh~[S ~A~E FA\lEll lll REAL lE~MS, !HE LEVEL Of H616 111lll011 
u.r£C1Eo tH 1SJS1eo DEIUG OHL v 66 PERmn or u16n1 HvLuucs. 

CH lHE 01HE~ nAflD, DPEUi)llUIUS, ruuto H orrrnsc HHOS, 
II/IV[ :.P.O\IN 111 ma TERMS BY n PEliCEST OVER THE 191607 • 151$/SO 

SALISB ~1~12 Ol Cf S~ 1088~12 0114708 AID2l16 
PERIOD TO,\ 1919;eo A11TIC1r1mo LEVEL Of zs:,a;s llltllOH. DURlllG 
lHIS PERIOD IJEHllSE E>.PEtlCITUAES INCnE.\SED FRCU H9S tlllLIOH Iii 
19nl11 TO Ali EST 111A1EO 2'276 t:ILt IOU Ill 1979/80, A :09 PERCMET 
INCRlASE It; REAL TE~r.S. 

TllESE 1Rti::s HAVE CAUSED THE GCVEF.UMENT BUDG£T ACCOl.l~T 

DEFICll TO GROii fRO~ 2160 MILLION Ill IS76/71 TO All £STli\ATEO 
ZU39 Hill 10~1 IH 1979180. THE, !OHL OErlCIT DURING THIS PCRICD 
VAS ZS91A ~1lll0fl OR JS P£Rt£NT OF 1919 GDP. 

llilll[ 1H£ 1980111 BUDGET IS STltl UHAVAH~BIE, FROH THE FEii 
PIECES OF HlfORl1ATIOll l'ROVIDEO IT llOULD APPEAR THAT AT LEAST FOR 
THE COl1111G YEAR THIS TREUD \llll ACCELERATE. CAPITAL EAl'EllDITURES, 
\~ICH HAD SEEN EXTREMELY LOI/ DURING THE I/AR YEARS, ARE [Xf'£CTED 
TO INCREASE fROll Z16A 111ll10N 1N 1979/80 TO Z\l~O ll!Ll!ON IH 
19811/81 AS THE RESUILClllG OF THE £COllOl1Y BEGlllS Ill EARllEST. TME 
ANTICIPATED GOVERmm:1 BUDGET ACCOUNT OHICIT FOR 1980/U !S 
ZS6Sll lllll IOH. NO lflFCRMATIOll IS AVAILABLE C:f EXP£CTCO REVEllUES 
A/lD RECURREtlT EXPENDITURES AUD TRANSFERS. HOll[VER, SillCE 
GOVEnNMENT REVEN~ES ARE 'LOSELY TIED TO ECONOMIC PERfORHANCE, 
ASSUHING A 4 PERCENT REAL liROllTM RATE, llHICH Mf.tlY EXPECT, AND A 
12 PERCENT RATE OF lll~LATIOll, G01 REVEllUES VOULD BE ASOUT zsns 
llllllOH. TH'S \IOULD IMPLY A TOTAL BUDGET Of ZSl,J71J 111l~fOH, 
AH INCREASE Of 39 PERCEHT OVER 1979/BS At:O A RECURRENT BUDGET AHO 
TRAll$FER OF IS!, 2211 lllll 1 ON (2( PERCENT IHCREASEl. PRESUllABL Y 
llUCH or THE INCREASE \/Ill ARISE fROl1 me NEED TO PAY FOR rnrm 
AR111ES, lllflCH lllll llOT YET HAVE SEEN OEl'IOBILIZEO AllC FDR THE 
RESETTl[KENT OF RErUGEES. 

\/HILE OVER Tl~E TKE D~~OBllllATION AND RES£TTl£tt[NT EFFORTS 
lllll REDUCE THE DRAl!I ON DUOGEHRY RESOURCES, THE SCiUE Of THE 
BUDGET DEFICIT lllPllES THAT THERE IS HOT LIKELY TO 6E ANY GREAT 
"DIVIOEllO" FROll THE ENDIHG Of THE \:AR \.'lllCH \.'OULD ALLOY 
GOVERHMEllT TO PUSH OTHER OHElOPMEHT ACTIVITIES. tlUCH OF THE 

.RCOUCEO llAA SPEHOIHG \fill l!A\E 10 SE EQUATED lllTH RE!lUCED 
BUDGET DEFICITS. 

lllTH CURRENT £S'llHATCS FROll BALAllCE or PAYMENTS DAU INDICAT­
ING THAT THE GOZ AHTICIPATES PERHAPS ZSISO r.llllVll fROll FOREIGN 
GRANTS AND LO~NS, Z\SSS llllllOH llOVLD UE£0 TO BE flNA~CED fROll 
DOMESTIC SOURCES. 

\llillE PREVIOUSLY IT llAS INDICATED THAT THE GOZ COULD AFFORD 
TO I llCR[k£[ I TS FO!::EI GH BORROlll!I~ AS \/Ill er ~EM~:ISTRATED BElOll, 
THERE IS l ITTLE ROOM FOR D011ESTI: r INAHCE Oil THE scm l!EOUIQEO. 
F. CEN1Rll GOVERHMEHT PU6LIC DEBT 

TOTAL GROSS PUBLIC DEBT or THE CENTRAL GOVERNMENT STOOD AT 
ZSI, ~~II lllll 1011 AT THE mo or 1979. SlllliltlG FUNDS ~.;O OEU 
REDEMPTION FUNDS FOR RE!l.EEtllHG STOCKS AND EOllDS .C.MOUtU' TO ABOUT 
U5~ Mill ICU SO lHIT UNCOVERED GROSS PUBLIC DEBT AttOUll1$ TO 
ZSl,49S MILL IOU. 
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0:1~ v BOR~:i\11 NG FRC:1 CURREil Tl Y KNO\/H SOURCES. I 1H 192 I THE 

SURPLU~ C~ C~PITAL ACCOUNT IS EXPlCTED TO SHHIHK TO ZS22 MllllOH 

AS THE ltfflC\/ FRC~ FC?.EIGN BORR0\11'!~ BY PUBUC AUTHORITIE~ !FOR 

POl.'ER EXf/;liSICN AliD ELECTRIFIC.;TJON or THE RAll\/A)SJ I/Ill BE r,:;,:e 
TH;.N CrrSET SY tlET GOVERNM£11T OUTFlul/S lllllCH A~E CURREtlTlY FO~E-

CAST TC EE ZH6 l'llll IOtt THE RESULTING TOTAL CAPITAL AHO CURRENT 

T~M1S>CT1C<;S BALANCE IS A DEFICIT OF B68 tllll ION !ti !9BC AND 

~ u 41 I\ ll l 1 011 Iii 196 I. 
THE TOTAL DEFICIT OF ZS299 l\J,llON FOR !989181 COMPARES VERY 

~~F,VORABLY VITH TKE 1979 LEVEL OF OFFICIAL GOLD AND FOREIGN EXC~A~iE 

RESCRVES CF ZSl97 l'llLLION AHO BANKING SYSTEH HOLDINGS OF !Sll 

illlllCN THAT 1.'0lllD BE REOUl.EO TO fl~;i!lCE THE DHl~IT llllHOUT 

FURl~E~ INTERNkTluNAl 60RRO\llNG. 
MORECVER, THERE l<RE A FEii POTENTIAL DEBIT ITEMS NOT INCLUDED 

Ill 1HE 1sse ANO 19C1 ESlll'\ATES \/KICH COULD PARTIALLY OFFSET INCREASEO 

FOREIGN BOR~O\/IHG. ~DST IMPORTANT IS THE FACT THAI PAYMENTS ON 

~O\IERli11ENT·OllED DEBT lD THE U. K. !BOTH PUBLIC ANO PRIVATE) ~AVE 

SEEN [XCLUDEO FROH TKE ESTIMATES SINCE THC GOl AND THE U.K. KAVE 

llOT HT \/Ort~EO OCT ;.d'VAMENT Ai\R~UGEMEllTS. BY JUN[ 1950, 

0\IERD~E A~D CURRENT PAVMEllTS COULD EXCEED ZSIJS MILLION. IN 

ADOll:ON, fO:~ IMPOR:~ FOR 1986 AMC~NTING TO PERHAPS ZSS MILLION, 

HA~E r;:>T BEEtl rn:LUC£0 Ill IMPORT ES~l!1ATES. 

lHE OFFl:IAL RESE~VES AHOUHT ro FOUR MC~THS IHPC~T COVER 

Al 197~ RATES OF ltlPORlS BUT LESS THAN THREE HOllTHS COVER U 1989 

IMPCGT RATE!. THIS LEVE' IS PRDB,SLY ALREADY U~ACCEPTABLY LOii ANO 

AllY FURTHER ~rnuc11011s I!/ ~(SERVES \IOUlO ~U~T'IER E.~ACEl'.BA!E T~IS 

u1,nEAt THY Sil\H Of AFFAIR·S. 
INCRErSED FOREIGN ecaROlllN~ BY GOVERNMENT lllLL UNDOUBTEDLY 

ll<CR(~Sf ovu: THE CURRENT 111101/N LEVEL PART ICULARVI Ill 1981, THUS 

REDUCING THE OVE~All DEFICIT TO BE FINANCED SY HET fOREIGtt E1CHANGE 

HOI:~. AS lllll BE SEE'i BElO\I THE CURRENT EXTERNAL DEST PllSITIOH 

Or THE GO~WIMEIH lS SlJHICIENTLY COl!FORTA6LE TO AllO\/ MORE 

E XTHIS I VE 60RR\:llH:~. !iEVEllTf.EL E SS roR AT LEAST lHE NE 1'.T SEVERAL 

YEARS THERE Vlll BE SEVERE PRESSURE C~ THE ALREADY LOii FOREIGN 

EXCHANGE POSITIOn OF T~E GOZ AND THIS PRESSURE Vtll UNOOUBT[DlY 

BE A l:AJOR RESTRAINT o~ THE f~CE OF RECOVERY ~ND OEVE•OPllENT or 
THE Z1118j.B\lt ECO»OMY. 
E. GO~ERNl:ENT FIHANCIAl POSITION 

GOIJERlllUT REVENUES RELY VERY ilEA~llY OH INCOHE AH~ SALES 

iAXES lflllCH IN IS79!50 !JULY I, 1979. JUNE Jll, !9SQI I/Ill AC:OiillT 

Fe.~ O'JER HI PERCENT OF REVEhUES. Tfi~SE axEs \/Ill TEllD TO t:OVE IH 

T!:E SAHE OIF.ECilON .:.1;0 AT THE S.:'.tlE PACE AS TtiE ~CO!IOMY. iHUS 

\II Tri THE kCT\.:iU HDUCl!O!l IN G(IP OVER HIE tAST SEVERl<l YE AAS TAX 

REVENuLS ijAVE f~Lltrl 111 ~[AL Tff.MS, THE ltHl OF HUG MILLION 

O.P£CTED rn 1979181) S£1NG CHLV 86 Pr:.mir or 1num R£VE!iUES. 

(l!I THE ornc. ~AN:>, DP[NO I TURE s' FUU ED BY OEH11$E ~Ems, 

i!A';[ Gl\0~·:1 111 nU.l HRtlS BY )2 PHC[HT O~ER THE 1976/P • !S79/80 

SALISB 01&!2 03 OF 04 1908~11 PS4l01 AIDll1~ 

PERl(l:l TO A 1979/SG AllTICIPATED LEVEL or ZSl,~j~ l:llllOH. l)IJQING 

THIS PC~IOi) DEHUS[ D.PENOITURES :!ICREASCO FRCJl !198 r.lltlOH IN 

1916/71 TO AH ESTltlATEO ZS2i6 lllll IOH Ill 19>9180, A 1D9 PERC~£T 

lkCij[ASE IN R£Al TEKHS. 

THE SE TR£flOS HAVE CAUSED THE GOVEAHHE!IT BUDGET ACCOU/i~ 

CEFICIT TO GROU rRDll ZS6D MILLIOH IH 19J6/JJ TO AN CSTIHATED 

Zl09 Mill JON Ill 1979/80. THE TOTAL DErlCIT DllRlllG TlllS PER;C~ 

vns Z19lt Mill ION OR 3~ P£RCEHT OF 1979 GOP. 

I/HILE THE 1980111 BUOGO iS STlll UHAVAll.~BlE, FROn TllE FEii 

PICCES or 1HrORMATIOtl PiltlVIOEI) IT llOULD APPEAR THAT AT LEAST FCJI 

THE COf11llG YEAR THIS TREllD \/Ill ACCEli:UTE, CAPITAL Ex.PEHOITUF.ES, 

lllllCH HAO BWI EXTREMELY LOii OURIHG THE \li\R YEARS, ARE tXPECTEll 

TO INCREASE FROH Zt64 Mill IOtt JH 1979180 TO Z11~0 ttllllOH IN 
IU0/81 AS THE RtBUILDlllG or THE [COllOllV BEGlllS Ill EARNEST. T~E 
ANTICIPATED COVEIUIH£HT SUDCET A~COUIH OHlCIT roll 1!80/U IS 

?S6~0 PlllUOH. 110 IHf~Rl'IATIOll IS Al!AllA8l£ 011 EXPECTED 1!£VEllUES 
AND RECURRENT EXPEllOlT\IRES AHO TRAtlSFERS. HOll[VER, SlllCE 

GOV£!1NMEHT REVEHUES ARt Cl OCEL Y TIED TO ECONOl1lC PCRrORllAllCE, 

lSSUlllllG A • 0 ERC£11T REAL GROlllH RATE, \IHICH HANY EXl'ECT, AND A 

12 PERCENT RATE Of IHHATIOH, GllZ R<:VEllUES \IOULO BE ABOUT ZH21l 
Mill tON. TlllS WOULD 111PlY A TOTAL llllDGET or ZSI, 3ltl lllll IOH, 

AK IUCRfASE OF JS PERCENT OVER 1979/SB ANO A RECURRENT BUDGET AHO 

T~ANSFER =f ZSI, 22Q' II Ill ION (ti PERCEllT lllCREASE1. l'RE~UHA8l Y 

l\UCH OF THE lllt;.l";ASE \/Ill ARIS[ FROM THE llEEO TO PAY FOR THREE 

ARH1£S, lll!ICH I/Ill NOT YET HAVE BEEll OEMOB!llZEO A!lD FOR THE 
USETTLEllENT OF" REFUGEES. 

lr11!:E OVER TIME THE OEllOBILIZA710N AUD RESETTLEMtNT EF.~llRTS 

Vlll REDUCE THE ORAtN ON BUDGETARY RESOU~CES, THE SCALE or THE 

BUDGET DEFICIT IMPLIES THAT THERE IS NOT LIKELY TO SE ANY GPEAT 

"DIVIOfND" fROn THE ENDING OF THE Ut.R \/HICH liOUlD AllO\/ 

< GOVERNt1EHT TO PU~:· OTHER DE'IELOPl1ENT ACTIVITIES. llUCH or THE 

REDUCED llAR SPEHOlllG \llll HAVE TO sr EQUATED VITH REDUCED 
SUOGET DEFICITS. 

\/!TH CURRENT ESTltlATES fl!Ol1 BALANCE Of PAYllrNTS DATA lllO!CAT• 

ING THAT !HE GOZ ANTICIPATES PERHAPS l$1SD MILLICH fROn FOR£1Gll 

GRANTS ANO LOAllS, Z15S9 lllLLIOU llOULD HEED TO SE f lllAHCEO FROM 
u011ESTIC SOURCES. 

\.'~!LE PREVIOUSLY IT \/AS INOICAHO THAT ~HE GOZ COULD AHORn 

TO IHCR(ASE ITS FOREIGN SO~RO\/IHG AS Will CE DEHOHSTRATED BELOV, 

THERE IS LITTLE POOt1 i'~R OOHE>TIC FlllANCE OH THE SC~l[ R~OUIREO. 

r. CENTRAL GOVERNl'IENT PUBLIC DEST 

TOTAL GROSS PUBLIC DEBT or THE CENTHAL GOVERNMENT STOOD AT 

ZSI, s~s tllll ION AT THE EliD OF 1919. SINKING runos AHO ~EST 

REDEMPTION ruuos FOR REOWllllG STOCKS ~llD 80rtOS AMCUllJ •o .r.sour 

ZS~~ l'lllllON SO THAT UHCOVEREO GROSS PUBLIC DEBT AMOUNTS TO 
HI, 495 lllll 1011. 
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HklfiC~I FOR Rl0$0 

PRETO"IA fCR "MB. KEEL£1 

.<S l'l~ICAHO ~~OvE THIS OBT POSITIC:l HAS EXPANDED RAPIDLY, 
MO~~ TH~H OOUELIHG FRCM ZSb96 MILLICH IH 1975. WITH BORRCWIHG 
Of AE~LIJ ZH~O MILLION ANO PER~APS HALf or THE 1919/&B D!:flCIT 
s; Ill T~ 6[ HICLU~ED BY JULY 1981, iHIS DEBT POSITION CCULD STA•lO AT 

I
. Z12, ;:cr Mill ION. 1.'HEtl iOOEO JO id[ GROSS PU6L IC DEBT Of LOCAL 

;.,T~J~lilf$ IZ~2E2 MllliOii AT rnE mo or 19791 TOTAL ~OV[;:llME!IT 

QfST w~~~c 1.PP~O&:n A ~EYEL EQUAL TO !OTAL GOP. 
L EXTE~h•l ors: R[Pq[SENTS ONlf A RELATIVELY S~All PORTION 

t;:S:LT 2lJ PEF.CC,iTi OF CENTRAL GDHRti11ENT PUBLIC DCBT; AT THE END Cf 
1!79 THE GOZ H=D EXTER~Al BC~~CWltt~S CUTST~UOING OF zs:~~ 

~ILLIOU OF l/~ICH •PPROiltATELI zs11e MILLION IS PAST JUE. 
TH<: P.Et1AlhiHG EXTEP.NAL DEET IS VERY SHORT iERl1 \.'ITH OHLY ABOUT 
an i11ll IC'l H>.VlllG A MATURITY O'ATE Of 192~ CR BEYOND. THESE 
f IG~i'[S EXCLUCE lllTERtsl ACtRUAL:i llHICH COULD PERHAP~ AMOUNT 
10 AU RCDlll09ll z11ca 111LLICN. 

O:IA ON CEBT :ERVICING IS UOI AVAILABLE BUT A VERY ROUGM 
!STl~~TE Of THE DEBT SE~VICIHG FOR 1981-83 llOULD PUT THE DEBo 
SERVICE ~lllO AT ABOUT IS PERCEUT WHICH llOULD Rl.PIDLY FALL FROM 
IS82 Ott\.'~RDS BECAUSE Of THE VERY SHORT TERM NATURE OF GOZ DEBT. 
THIS FOULO L[>.1'[ so11Eroo11 FOR 11EDIUl1 TER~ INTERNATIONAL 
C'ltl~E~CIAt ~·ID CO!IC[~$1Cl!Al DONOR LCANS Wl1HOUT Ul:DULY DRAINlllG 
EXPCRI UP.1.illG:O FOR OEST ~ERVIClkG. THE CURRENT EXTERNAL DEBT 
CUT~ilMOIS~ CARRIES VERY LOW l~TEREST, TH~ AVERAGE RATE PROS•BLY 
c~ T~E ORDER CF 4 r~RCEHT. 

()!: THE no11ESTIC BOP.RCMING sm, THE PICTURE IS QUITE DIFFERENT. 
OOil[STIC ClNlRAL GOUERHllEHT OEol AS OF THE EHD Of 1979 STOOD AT 
HI, !92 Mill 1011. THIS LHTERllAL DEBT IS SOllEWHA! LOUGER· TERM IN 
STf:UCli.IRE lilTH PERHAPS U(25 '11ll IOH COMING DUE IH TH 1980·25 
Pf~IJO. INTErEST PA\~ETYS ON lOTAL C[HTRAL GOVER~MENT DEBT 
~HOUHT IC AeOuT 7 PERCENT or TOTAL GOVERNMENT EXPENDITU~ES. 

TM[ ABILITY 0F THE ~oz TO CONTINUE BORROlllNG OOHESTICALLY 
AT \IH~f 11!:.ULD APPEAR TO BE AN ~CCELERATING RATE lllTHOUT HAVING A 
;ERIOUS l~~ACT C~ THE ECONOMY IE DOUBTFUL. IN THE PAST HEAVY 
~OHrSTIC 60RROVINu WAS ~CCOM~LISHO lllTH LITTLE IMPACT ON THE 
£COUC~Y B[CAUSE THE BA~~lti~ SYSTEH WAS [XTREHELY LIQUIC, AHO 
WITH TH!: lCO~OlllC UNCERTAlHTIES PREVAILING IN TH( LAST SEVERAL 
YEARS, lHi~E ~AS LITTLE PRIVATE cor.PETITIOH WITH GOVERNMENT FOR 
!HE USE er FUNDS. DURING THE !57~·79 FERIOO INTEREST RATE~ 

R£r.A1N[O C~!IE STA8LE AHO ALTHOUGH THE MONEY SUPPLY GREV AT 
DO~ELE DIGIT R~iES llO HRCENT P.A. FOR r.I ANO 1' PERCEllT P.A. 
fCt. t•2) REHIL FPICES LREW BY C~LY o PE~CE':T P.A. AS IUOICAIEO 
BHO<;[ H~~ GO? rEt l Cl!~lflG T~E PERIOD. EVEN WITH Atl lllCREASE IN 
:!1!;11·~·111l10 1JID A:Sfl R~l 10~ HQUIHO Of THE 6~Ul\rnG SYSTE" IH 
.•1[,-t3H !!l /\'illCIPAllOl1 Of AH fCOl<CMIC '.1 PSUr~E, 6Y iHE EllO Of 
19)9 E!.ClSS l ICUIO A~~fl HCLOfl;G:; OF 0":1;\ltlG 1~r;;11u11ou:; 

~I ll l : lCIOO •H Z1 P 8 11 ll t I OH. 
•tCEIE~al!D GO~ERN~ENI BORRO~IUG IH 1580 Wltl ttO DOUBT BEGIN 

SALl~B 01£12 04 Of 04 ID!23C: eo~711 AI0213~ 

TL f lttO HORE CCMPETITIC~ roR FUNDS FROM TH[ PRIVATE SECTOR. TM( 
Eco.•ony IS EXPrClEO TO [1.PERIEllCE REAL GROlllH Cf AOOUI 4 PERCEHT 
P.A. IH 1~80 AUD H[A~Y PRIVAlE PORROVINC Fnn l~~ RFHABILITATICR OR 
RErlAC;HU;I Cf ;.J~;-:01.'li [~~IPl'CUT I.ND inF?.A$,RCCIURE I/Ill BE 

ES~[NTl1,l If £COHOMIC PERFC~MMiC[ IS TO lttPROV[. 
THE Ef:£:T Of THIS NEW CDHP[Tl!IOP FOR FUNDS ~Ill £~CIM TO ~~IVE 

UP INl[R[~, P.ATES. II/ill[ CURRENT IHTC:F.EST RATE; ARE LCW BY \IOillC 
$TANDI.RCS, l~E DAMA~C FOR fUNOS WILL l IXElY D£ SUCH TKAT IHTEREST 
RATES COCLC 6( DRIVES 10 l[UELS THAT BEGIN TO HAHP[R PRIVATE 
INV[STMEHT AHO ~OULD THEN SLOll THE BAOlT U[[OED ECOHCMIC RECOVE~Y. 

THE IN,"LATloth'RY RIS~S OF ~ASSIVE 0£FICITS IS OBVIOUS. llltlLE 
TH:; PREVIOUSLY nr1llO!IEO REDiJCTIOU Ill lt\POqT COSTS AS A RESUlT OF 
THE LIFTl»G Of S•~::1ous VILL ALLEVIATE lllfLATIONARY PRESSURES TO 
tCt:E EXTEHT, \~IS Will OE ~ TEM

0

PORARY, 011£·Tll:E HFECT l/HICH 
WILL OUICKL Y 6i. S\IAMPD BY OTHER PRESSURES. A• PRICES RISE, 
THERE I/Ill BE ru~THER PWESSURE FOR INCR[ASEO &0¥ERN11EHI SPENOIMG 
ON SUBSIOIES ~HIC~ CURRENTLY ACCCUNT FOR ABOUT 10 PERCENT Of 
TOTAL EXPEHOITl'RES. 

THUS THE RISK or SEVERE ~ISLDCATIOH IM THE ECONOMY FROM 
CO!lllflUED M[AVY OHICIT fl11A1i~E ARE GREAT. BUT IN A SETTING llll[RE 
PAS1 ECOt~OtllC OISlCC;.TIOll HAS HEli GREAT 1.1:0 VliERE E1.PECTATIOH 
LEVELS HAVE BEEll RAISED, CO!oTIN~(O ECOllOHIC STAGUATIOll \/Ill BE 
IHIOLERAilLL IT \/ILL TAKE Gq[Af SKILL O'IEP. TKE llEXT SEVERAL YEARS 
FOR THE ECO~OMY Jb BE H~HAGEO IH A llAY THAT ALLOWS THE REBUILOIHG 
OF SOCIAL IMfqASTRUCTURE, THE Rf1PIO RESETTLEr.El/T OF LARGE NUMBERS 
Of PEOPLE, MlO TRE RAPID EXPAHSICN or THE ECOHOl1Y'S DIRECTLY 
PRODUCTIVE SECTORS. 

FROM THE A60VE DISC~SSIOH, IT IS CLE.\R THAT ZIMBABllE NEEDS 
MASSIVE ASSISTAHCE OH eoTH BALANCE or PAIM!NTS AHO DOMESTIC 
BUDGET SUPPORT GROUNDS. THE P~CPOSED US 313 n1LLIOH ASSISTAllCE 
l'ACKAGE, l/lllCH HAS ALREADY SEEN A!lTICIPATEO IN THE DATA USED IH 

THE FOREGOING OISCUSSIOk, IS CLEARLY ttEEOED ANO HEEDED QUICKLY. 
ll IS, HO\/fVER, ECUALLY CLE>.R THAT IT IS AN IUADECUATE ArtOUllT 
RELATIVE TO THE $HORT TERrt HEEDS OF Zll1BABllE. 

11 1 THOUT GREATER INFLOWS OF FOREIGll CAPITAL IH THE SHCRT RUH, 
ZIHBAi:I,"£ MAY WELL f IHO IT IMPOSSIBLE TO FIHAllCl TH~ RETURN TO 
NORMAL JTY IN THE COUNTRYSIDE AllO AT iH[ ~AME Tiii< HAVE TME PRIVATE 
ECOHOtn P!CK UP RAPIDLY TO BE~IH TO ABSORB THE L.~RGE ~u11eERS ·of 
UNEMPLOYED. STARVING THE PRIVATE SECTOR COULD LEAD TO ~~ 

INCRH•ED O:JTFLOll OF I/HITES AHO A SLO"JER RATE Of l'ES~llLEr.ENT ino 
PROVISIC~ Cf PUBLIC SECTOR·FIHAHCED INFRASTRUCTURE, IN A PERIOD 
OF HEIGHTENED EXPECTATIONS, llOULD BE POLITICALLY lhTOLERABLE iOR 
THE NEW GOVERNMEllT. AS THE G07 ATTEMPTS TO ACCOMPLISH BOT~ 

OBJECllVES, FORC:IGll EXCHANGE CONSTRAlllTS \Ill'. BECOME U!C''ASIHGLY 
BI HD lllG. 
OAVIOOW 

UNCLASSIFIED 



ACTION MEMORANDUM FOR THE ASSISTANT ADMINISTRATOR FOR AFRICA 

qwr:v: k:..,., 
FROM: AAA/AFR/DR~-om11r. Koehring 

Problem: Your signature is request..·~ on the attached Action 
Memorandum to the Administrator recc.::;mending an increase_ in 
the FY 80 Program Grant to the Government of Zimbabwe from 
$13 million to $20 million from the Eccmomic Support Fund (ESF) 
appropriation. 

Discussion: The approval of the Administrator or his designee 
is required for a Program Assistant Approvc-i..3. Document (PAAD) 
authorizing non-project assistance in excess of $10,000,000. 

Recommendation: That you sign the Action Memorandum to the 
Administrator recommending approval of the PAAD. 

Attachment: a/s 

Clearances: 
AFR/ SA: MVDag a ta "'{ /.,/"i/"...,_ 
AFR/DR/SAP: DKlin~-­
GC/AFR: EDragon c 1.; ..,,.-----AFR/DR: NCohen ~ 
Ar'R/DP:RAStac_y_~-o---~~~ 

Drafted: AFR/~:t'rin:mon:9/4/80 (X-20560) 

.. 
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ACTION MEMORANDUM FOR THE ADMINISTRATOR 

TilRU 

THRU 

FROM 

. .. 
., ES , : 
- 1-~ 

-AA/PPG, 

.:...-AA/A£!, 

Mr. Alexan~J------
Goler T. Butcher b.3~ 

SUBJECT: --zimbabwe - FY 80 Program Grant 
!:I.... 

Problem: '!our ap12ro:y:al __ i~~quJ:r~Q. __ for E-!L!.n.£.~~e in the_Jr9gr~_9!~!:__to_ the 
Government of Zimbabwe GOZ from $13 m:i.llion to $20 m:lllion from the Economic 
Support un ESF a ro riation. I.t is planned that the full $7-ID.illio-n 
~~~.!e will be obligated_in FY 80. 

Discussio~: Op~.lune 27, 1980, you authqrized a_~r9gram_Grant. to the Government 
of Zimb;a.bwe in the amount of $13 million. The P·rograQ1 Grant was designed to 
assist the GOZ in meeting IDassive budgetary requirements. The Government's 
budget deficit is estimated at $750 million for the period ending June 30, 1981 
in the context of an economy with a GDP of $3.5 billion (1979). 'I'he_J~.IQ&:t:am_Grant 

'?Illen4~ent requires the GOZ to provide the dqllar equivalent in local currency for 
immediate resettlement and reconstructic>n program neeos. Emergency resettlement 
assistance haSlieen estimated at $110 mfilion and rural rehabilitation/reconstruc­
tion requirements have been estimated at $300 million over the next 2 to 3 years. 
These estimates are additional to reconstruction/rehab:Llitatiou of basic infra­
structure. For example, one analysis places the immed:late reconstruction/ 
rehabilitation requirements of the railroad, alone, at ever $300 million. Donor 
commitments fall far short of needs. Tt~Qalysis ~re~ft~ed in June for the $13 
million progJ.:.?:fil __ grant_(Ta}_.~)__r_~~~s tt1e _same, fully justifying the increment -
~f_$_?__mil_!ion w~ _are_ proposing. herein. 

The_ entire $13 million of :he initial program grant has been disbursed to the 
GOZ and they will complete their disbursement sho-rtly~ - The Government of Zimbabwe 
has movedrapidly on the resettlement 3r1d rehabilitation activities to which the 
Government's local currencies are being applied. District authorities are con­
t~act~ng for road and bridge construction. Vegetable crop packs (seeds, tools, 
and fertilizer) have already been distributed to some 70,000 returning families. 
Returning families will also be provided basic grain packs for the fall planting 
season. 

As in the initial grant, the funds made available under the grant amendment will 
be disbursed to a GOZ account in a U.S. bank. The GOZ will be =equired to place 
an equivalent amount in local currencies in the 

1

special account established pur­
suant to the grant agreement. Local currencies from this special account will 
be used to sup9ort the GOZ resettlement, reconstruction and rehabilitation pro­
grams. Specifically, the local currLncies will be allocated among the Department 
of Agricultural Development (Devag), Division of Dist1ict Admi~istration, and 
Ministries of Commerce, Health and Social Services. The GOZ local currency will 
permit the purchase o.f locally made farm and construction implements to be used 
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by Devag and Distr~ct Administration ?ersonnel, repair of mission schools and 
clinics in conjunction with Tribal Trust Lands anu District Council scho-Jls 
and clinics, reestablishment of a revolving loan fund by Commerce to help rural 
small enterprises get back on their feet, reconstruction of 11masteru farmer (4 
to 5 hectares of land per family) farms in African Purchase Areas by the Devag, 
reconstruction of staff housing for Devag and Health personnel to allow rhem to 
live at their projects/clinics, and provide additional financing for refugee 
reset~lement and feeding programs operated by the Ministry of Social Services. 
The latter needs had been provided for partially by a grant this fiscal year 
to the UNHCR for repatriation and resettlement of Zimbabwean refugees. The 
second tranche of that grant ($2 million) has been cteobligated and applied to 
this program grant. 

'There are no conditions, covenants, or waivers associated with this program grant 
amendment. The GOZ will agree, however,~--;:he-1\:f~D._funds c~~not_be_~sed _for 
military~penditures. Congress was notified of the program on August 14 and the 
fifteen day waiting period expired on August 29, 1980-:--- A- negative determination 
for the Initial Environmental Examination was-made for the original program grant 
and is applicable to the amendment. 

The State Department Office of Ruman Rights has cleared this memorandum. The 
AID/W backstop officer for this program w~ll be Dougla8 T. Kline, AFR/DR/SAP. 

Recommendation: That you sign the attached.PA,'\P~am~Qdn!ent {Tab B) agd_c~ble 
(T_ab C) • thereby authoriz.ing the proposed increase in the _P_!Qgr~_ Grant from 
$13 million to $20 million. The grant amendment will be signed upon receipt of ...-- ----· -~-·- ··--·-au tnorization and advice of allotrne:nt. 

Attachments: 
A. PAAD Approved June 27, 1980 
B. PAAD Amendment 
c. Cable informing Field of.your 

Decision 

¥ ~%{,~ 
AFR/SA:HVFarnham/MVDagata:mon:9/5/80 
=etyped: 9/9/80 
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PAAD 

PEPAIHMEHT Of STATE 
AC.ENCY FOR 

tNTERNATIOtLA:.. DEVELOPMENT 

PROGRAM ASSl~T Al-ICE 
APPROVAL DOCUMENT 

A/Alli, Douglas J. Bennet, Jr. 

}. 'RCM 

AA/AFR, Goler T. Butcher 
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··----------• CATE 
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None 

IC. PE.R..,ITTEO IOURCI? 

U.S. onlv: 
--~~~~~~~~~-~~~~~~~ 

Limi1ed 1"'.W.: lnduurlolizad Covntriu: 
-----··--·- --------------

f'ree World: Lo col: 

Cash: 13,000,000 

16. SVM .. ARY Olt!ICRIPTION 

The Mugabe-led nation of Zimbabwe inheritE~d a country rich in natural and human 
resources, but one with severe budgetary and balance of payments problems, heightened 
expectations of the majority of the population, 1 to 1.5 million refugees and dis­
placed persons and damage to rural infrastructure. 

The justification for this cash transfer is bnscd on h,lancP of payments and GOZ 
budget needs as the GOZ begins the process of reviving nnd C.c·veloping the economy 
along more equitable lines. 

Since the mid-1970s both per capita and gr0ss domestic product <ind employment have 
fall~n. As a result of the war, during the last five years per ~apita GDP fell 
about five percent per annum. Government n'vcnues rely very heavily on sales and 
incoD2 taxes (over. 70 perce~t of revenues for the period of 1 July 1979 to 30 Ju~e 
1980) and these have followed the dow-ni.:ard trend of the eC'.momy, now (1979/80) 
accounting for only 85 percent of 1976/77 1evenues. Expenditures, driven ty in­
creased defense needs, grew 32 percent in real terms from 1976/77 to :979/80, 
with defense's share incr..;;1sing by 109 pcrccllt in rctd terms. ,\so rc::sult, the 
Central G0vernment's current 3cconnt deficit r,rew fro~ $90 million in 1976/77 tc 

IQ C1,.EAl'ANCE~ 

REG·DP EDonoghue ).¥ 
REG IGC F.Un:igon £:712 
AAIPC CPaolillo 

OATE: 

26 June 80 
26 June 80 
26 June 80 
26 June 80 
26 June 80 

~6 June 80 
26 June 8CL 
CLAS:.!FICATIOH: 

.4U T 

_ __,.A_._.c..,I r...iuis t: .:l tor:_ - ---



18. Sul'L'T.ary Description (continued) 

$690 r;lillion in 1979/80. 

PAAJ:I 613-K-601 
Page 2 

Th<.> 1 Ye0/81 budget, not yet released, will continue the t re ;,d to' increased deficit 
spending. No information is available but, 1;ince government revenues ore tiP.d closely 
to ~conomic perfori::ia.nce and many people are assuming a four p~rcent real growth rate 
coupL·d with 12 percent inflation 1 we can project rcvC'nue'."' of $1.1 billion. The 
anticipated current account deficit for 1980/81 is $l.O billion based on a budget of 
$2 .1 bilHon, an increase of 30 percent O\'<' r 1979/80. Much of the increase is apparently 
llll..'dc:d tc pay for the three armies, which have not yd been dcmobil ized, and to finance 
rei:;12tt Je~ent and developr:;ent needs. While over time the rlemob111zation and ri:.settlement 
~tforts ~ill reduce the drain on budgetnry resources, the scale of the budget deficit 
1:-::plh.:s th.'.lt there is not ~ikely to he :rny ~rC'.1t imnu:di:ltc ''tliv1den<l" from the ending 
of lhP '-'.Jr. 

With current estirotcs frP'.1 b.:ilance of p;1vr.wnts d.:1ta 111dicntin~ th:it the GOZ anticipates 
perhaps $150 million from foreign grants ~ml Joans, $860 mi U!on would need to be 
fiBanccd next yccr to meet budget requirements. 

The risk of severe dislccation from continued he1;vy Jdi.cit finandng is great. Rut 
in :1 country ~here expectation levels have been raisec, n continued economic stagnation 
is cl~arly unacceptable. It will take great skill over the next few years to manage 
the economy in· such a way as to rebuild the social infrastructure, resettle large numbers 
of people, and expand the productive sectors rapidly. 

Zimbabwe needs mr:ssive 3ss1stance on the basis of both balance of payments and public 
sector budget needs. This $13 million from the U.S. is needed quickly. Without greater 
inf lows of foreign capital, Zimbabwe may find it impossible to finance the return to · 
norn.:;lcy in the countryside'. and have the private economy pick up and absorb the large 
numhers of unemp1oyed. A sl0wer rate of resettlement and provision of public-financed 
infrastructure - in a period of heightened expectations - would be politically intoler­
Abl~ fer the Government. As the GOZ attempts to accomplish both objectives, foreign 
exchange constraints will become tighter and tighter. 

Because of the seven years of often violent and bloody warfare, ~any community services 
in the~ predominantly Africar.-inhabited rural areas had fallen into disrepair, been 
cloHed er destroyed. As an example, of the some 300-odd Government rural henlth clinics, 
159 w~rc closed and in n~ed of rebuilding or rehabilitation. ~ore than one-third of 
the rur.'.ll primary schools are closed and sC'vcral hundrc·<l thous.1nd primary school students 
ar~ i10 longer attending cl3ss. Some rural ronds are impnssnble and mnny cattle Jip 
::anks h.1ve been destroyed. Hore than one million hrad of c:ittle - of thP. nationnl herd 
of t11r,~I' ~ill ion - h.:ive c!ied, either short cf food or from 1 ive~tock dise'.::isC'S that 
C('Uld not be treated bcc.:-.u~e of the war. f.mong other things, thP catrlP were used as 
draft ani:iuls and if t.hi::-y 2ren't rep:!..'.lced, f.:o.m~rs in tln.' ~ulisisten("csertor "-'ill have 
s.;vl!r\.! problems growing l':":1.'ugh food to f ecd th< mse 1 VC'S. 

ln adcition to rehabilit.::i:..ion of community Sl'l"VicC's, the' Coveni:rent is facec.l with high 
cos rs of repatriating anll 1.·~·settl in~ or.t~ c · .•nc and h;11 f 1:1n 1 iou r0L1n·es <!n,\ ,Ji!~placed 

pen;on~. Th~se people :::11:;t b~ tr:inspurtc l lH 1 ~1i' <l11d prPvlde<l wiLh su;-,e it~r.s in vrder 
for t~i~·m to begin re-·est::blishing them!'e1n·:; :ind l1 t>Cl"l!C self-~.;ufficir:nt. 
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The li.S. $13 million pro;_;r:im grant to the r.oz wil 1 be~.; .:.urs0tl in one tnmche. The 
c;oz \-1ill provide equivalent in Z.1rnbabwc>.1n dr1J1;us, p:il;l into a special account. The 
~CZ has tentatively proposed these L/C r~sourccs be used by the Office of Development 
Agrlc•ilture (Devag), equivalent of SS.S rr.1111011 1 •me! the Divblon for Uistrict 
Administration, equivale11t of $7.5 million, for general reconstruction/resettlement 
activities. 

ThL:' funds allocated to Devog will prov\dc winter vegetable packs, summer crop p.lcks, and 
Lraining for participating farmers • 

. \ total of 225.000 sutl1.t:ler croJ> packs good for half a hectarL' e.ich of maize, 
~orghum or millet ~111 be distribut~d for pla11tjng in November. 

Seventy thou~and farmers nnd th~ir r~mi)irs will rp1·0lve winter crop packs of 
seed/fertilizer <l~signed to provide them wjtl1 hetw~en 1.5 and 2 kgs of vege­
tables daily for the nine month pc>rit>d unti 1 lht' 1981 h.irvcst comes in. 

Devag wants to in~ure that the people rccciving~the packs use them properly. 
To handle this. Dcvag proposes short field traininn courses with follow-up 
visits by extension staff. Dcvag hopes to reach over 350,000 farm families 
in the first year. 

Other inputs ,to help resettlement proceed smoothly, sue~ as food, are included in other 
rrcposed reconstruction/resettlement programs. 

The Division of District Administration, like Devag, has been assessed by the PAAD team 
as having an effective "nd functioning system of rank ordering, adequate planning, 
procure~ent and implementation capabilities, and an impressive record of achievement 
during the war years. -l'hcir reconstruction program in the former Tribal Trust Land 
ar~as over the next five years is estimated to cost more than $130 million. The GOZ 
has indicated funds allocated to District Administration will be used for activities such 
as rl!b.:tbilitating or reco.\structing borchnles/water supply. cattle dips, l'Oads, bridges, 
and .schools. 

The GO? will de.termi-;ie ti:ning and amol'.nt t'f funding for various aspeL:ts of the Devag and 
District Administration programs. 

It is conceivable that during the program slwrtfnlls m.1y arise in other critical parts 
of th~ GOZ reconstruction and resettlement effort outside of the Devag and District 
Adr.i.ini:stration programs. In order to mc·et such contJngc>ndes, tlH. <1greement will 
per.nit r~:lllocations of special account funds <m a cas~·-by-case h;rnis wit:h AID-W/AFR 
concurrc1:ce. 

The bt•nef ic iaries of tht! luc..il currency f undcd prog r;1ms w 111 be numt~rous. · Under Dcvag' s 
progra::i more than 250,000 L1milies will be assistt·<l. Under thC' District Adm!nlstration 
progr.1r:s the. target group consists of refugees and d~splaccd persons returntng Lo and 
people \YiJO continued living in the Trib.11 Trnst Lands during the conflict. Most 
cstim~?tcs state there art' <lbout 195,000 refugcl.! fumilics (:m<l 60,000 ind.ividuaJs), th.::it 
a~ many as 750,000 people may have been di:place<l persons and that as many as several 
:-Ji.'.licm ::ore people stayed in the TTLs durin~'. the conflict. Most of thcrn shoul<l 
ber.efit in some fashion from the activities c~rried out through the District Administra­
tit n 1;rot;r~ms. 
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items, which will be titled and controlled by Devag and District 
Administration, will include plows> water pumps, farm and otility 
trailers· and cement mixers; 

Reconstruction of mission schools and clinics in conjunction with 
the Division of District Administration's reconstruction plans. 

Provision of funds for a revolving loan fund of the Ministry of 
Commerce designed to help local small-businessmen re-establish their 
stocks and stores through the provision of credit. The Ministry of 
Cotmnerce will.also supply advisory services to the small businessmen 
in ar~as such as stock inventory anG accounting. 

Devag's scheme to help African "master" farmers, who own on the 
average 4 to 5 hectares of land, resettle and begin farming again 
on their properties in the former TTLs; these are farmers one step 
up from the subsistence level. 

Reconstruction of Devag and Health staff housing at reconstrur.tion 
project sites, so that Devag/Health staff can live at the project 
site. This is necessary in order to have maximum project impact. 
At present, Devag/Health staff are commuting daily from Salisbury 
and other towns to work on projects, wi.t:h a loss of effectiveness. 

Support to the Ministry of Social Services for its refugee resettle­
ment and feeding programs. 
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ACTION MEMORANDUM FOR THE .ADMINISTRAXOR 

THRIJ : ES 

'l'HRU AA/PPC, Mr. A.te.xander Shakow 

FROM AA/ AFR., Goler T. Butcher kl C~ 1. .-.... 
SUBJECT: Zimbabwe - FY 80 Program Grant 

Problem: Youraapproval is required for an incrAasa 1D the Program Grant to the 
Government of Zimbaowe (GOZ) from $13 mJ.llion to $20 rn..tl1ion from the Economic 
Support Fund (ESP') appropriation. It ia1 pl.armed that 1ilie. full $7 m1.1 liou 
in.crease will be obligated in FY SO. 

Discussion: On June 27, 1980, you m.itho~1J5ed a Progr~ Grant to the Government:. 
of Zimbabwe in the ~'""\Ount of $13 m1.ll~cn:L. 'l'.be Program Grant was de.signed to 
assist the GOZ in meeting massive budgetary re.quiremen1:s. The Goverm.uent' s 
budget deficit is estimated at $750 million for tha per.iod ending June 30, 1981 
:l.n the context of an economy with a GDP of $3.S billion (1979). The Program Grant 
ame.ndme.ut requires tba GOZ to provide the dOllar equivalent in loeal currency for 
immediate resettlement and 'rer.ollBtruetiml program nee.du. ~ resettlement 
assistance bas been estimated at $110 mtllion and rural rehabilitation/reconstruc­
tion requirements have been estimated at: $300 mUl1on over the next 2 CK> 3 years. 
These estimates are additional to reeonertructiou/rehe.bilitat:iml of ha.sic infr•­
structure. For example, one analysis pl.aeea the 1mme,djLate reeonstruetion/ 
rehabilitation requirements of the rill1~oad, alone, at over $300 million. Donor 
commitments fall far short of needs. The analysis pre1>ared in June for the $13 
mil lion program grant (Tab A) _remains the same, fully justtiying the increment 
of $7 million we ara proposing herein. 

The entire $13 m1 J lion of the initial progm grant hao bean disbursed to the 
GOZ and they will complete their .!iabursiement shortly. The Government of Zimbabwe 
has moved rapidly w the resettlement 8Illd rehabilitation activities to which the 
Government's local currancies are being applied. Dist"i:ict authorities ~e con­
tracting for road and bridge constructicrn. Vegetable crop p~ (seeds' I ~ool1!i, 
and fertilizer) have already been distributed ~ some 70,000 returning families. 
Returning f am.ilies will al.so be provided basic grain packs for tha fall planti.ng 
season. 

As in the initial grant, the funds ma.de avail.able under. the grant amendment will 
be disbursed to a GOZ account in a U.S. bank. 'the GOZ will be required to place 
en equivalent amount 1n local currencies in the special accQUilt established pur­
suant to the grant agreement. Local cux-rencies from this special account will 
be used to support the GOZ resettlement,. reconstruction and rehabilitation pro­
grams. Specifically, the local currenc:l.ea will ba allocated among the Department 
of Agricultural Development (Devag), Di"il'ision of Distr:Lct Administration, and 
Ministries of Commerce, Health and Sociml. Services. The GOZ local currency will 
permit the purchase of locally made f anu and construction implements to be used 

) 
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by Devag and District Administration pe-raonnel, repair of mission schools and 
clinics in conjunction with Tribal Trust Lands and nistrict Council schools 
and clinics, reastabliabment of a revolving loan rund by Commerce to help rural 
small e:a:r:erprises get back on their feet, reconatTUction of "master" farmer (4 
to 5 hectares of land per family) farms in African PurehaBG At.:-eas by the Devag, 
reconstruction of staff housing for Devag and -Hes.1th pEirsounel to allow them to 
live at their _,:.-ojec.ts/clinice, snd provide additional financing for refugee 
resettlement and feeding progrl!IBB operated by t:be M:lnisJtty of Soc.ial Servic00. 
The latter needs had been provided for partially by a grant thia fiscal year 
to the UNHCR for repatriation and resettlement of ZimbEtbwtaan r©fugeu. The 
second tranche of that grant ($2 mil 1100) hM been doobligated an"' applied to 
this program grant. 

There a.re no conditions, covenants, or \V'aivers associated with this program grant 
amendment. The GOZ will agreP., however, that .:he A.I.D. funds eam:wt ha Wiled for 
military expfllid1.turea. Congress vaa not:.ified of the prog-.eam oo Augw;t 14 and tblII 
fifteen day waiting period expired on August 29, 1980. A negative dtatm:minatlou 
for the Initial EnviJ.Olllllellta.l. Exam.inatio·fi wan mafia for thta original prngrsm gra.ne 
and is applicable to the ame.nd.ment. 

The Sta ta Department: Off iea of Eu.m.!u) Rights has cleared this m.emor andum. The 
AID/W backstop officer fot' this progrmu will ba Dougla.~t T .. Klina, AFR/DR/SAP. 

Recommendationr That you sign the attached ·PAAD ~2emt (Tab B) and eablt:i 
(Tab C), thereby authorizing tho propo©ed ~ass in 1;h0 Program Grant .from 
$13 m:U.lion to $20 milliono The grant n~dmmlt will bQ aign,00 upon rect\!ipt of 
your authorization and advice of ill.otmem .. 

Attachments: 
A. P.AAD Approved June 27', 1980 
B. PAAD .AJnndnent . 
c. Cable informing Field of your 

Decision 

AFR/SA:HVFarnham/MVDagata:mon:9/S/80 
rety~d! 9/9/60 

C:learanc©BI 
. GC/AFR:EAI>ragon Date ----

GC: NBo~ Date 
AJ!R/DP: RAStaey Dat@l-. ~~-
BA/RR: BBowiffl Date __ 
AF/T!J!S :DBcrn Data ----AFR/DR/SAP:DTKli.ne Data 

-~--AFR/DR: JWKoeh~Dats ___ _ 

DAA/AFRiWHNorth Date ----
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19. SUMMARY DESCRIPTION 

This amencment authorizes the increase l.n the dollar value of the Zimbabwe Program 
Grant by $T million, to a new total of $20, 000, 000. The Government of Zi. '1abwe con­
tinues to face a large budget deficit and the country is facing a foreign exchange 
gap. The case for financial support set forth in PAAD prepared in June remains 
compelling in the interest of po. itical and economic stability in Zimbabwe. 

A. I.D. will i~1crease its program grant by $7 million to a new total of $20 million. 
This will provide the Government with additional, scarce foreign exchange. 

For its part, the GOZ will be required to provide the Zimbabwean equivalent of $7 
million for the special Reconstruction/Rehabilitation account, and then disburse 
those local currencies for the following activities: 

purchase of locally produced farm and construction equipment for use on 
resettlement projects carried out by th~ Department of Agricultural 
D~velopment (Devag), and tq~ Division of District Administration. The 
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items, which will be titled and controlled by Devag and District 
Administration, will include plows, water pumps, farm and utility 
tra~lers and cement mixers; 

Reconstruction of mission schools and clinics in conjunction with 
the Division of District Administration's reconstruction plans. 

Provision of funds for a revolving loan fund of Lhe Ministry of 
Commerce designed to help local small··businessme:n re-establish their 
stocks and stores thi.ough the provision of credit. The Ministry of 
Commerce will also supply advisory services to the small businessmen 
in areas such as stock inventory and accounting. 

Devag's scheme to help African "master" farmers, who own on the 
average 4 to 5 hectares of land, resettle and begin farming again 
on their properties in the former TTLs; these are farmers one step 
up from the subsistence level. 

Reconstruction of Devag and Health staff housing at reconstruction 
p::oject sites, so that Devag/Health staff can live at the project 
site. This is necessary in order to have maximum project impact. 
At present, Dcvag/H.calth staff are commuting daily from Salisbury 
and other towns to work on projects, with a loss of effectiveness. 

Support to the Ministry of Social Services for its refugee resettle­
ment and feeding programs. 
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: ·-·AA/ ~R, Goler T. Butcher 4~~ 

SUBJECT: --zimbahwe - FY 80 Program Grant 
o_ t.u 

,J::; '~ 

Problem: Your aEPXQY..?.Ll§._-~~qui.reg_ ~L_ap_fnf_1:"~as_§! __ in the Program Grant to the 
Government· of Zimbabwe (GOZ) from $13 million to $20 million from the-Economic 
_Support FunijESF) appropriation. ~L.!2_ pianned tl1atthe full-$7-riliii"ion- -- ·-­

increase will be obligated in FY 80. 

Discussion: On_June_fl.., 1980, y_ou_~ut_;}:lq_i:,_i~?d __ a_Program Grant .. to _the Government 

C?! ~~babwe __ j._!l the amount of $13 million. The Prograni Grant was designecl to 
assist -th-e GOZ-in -meeting-mas-siv-e budgetary requirements. Tne Government:' s 

budget deficit is estimated at $750 million for the period ending June 30, 1981 

in the context of an economy with a GDP of $3.5 billion (1979). 'J:'he .. ~r_ogr.am._G:c_ant 

C!ID~_dll!-en_!: __ t:_~guire~ ~~_GOZ tQ_pl"_C?vide the dollar equivalent in local currency for 
i.nmi· :liate resettlement and reconstructioifProgranl"ne-eds.-Emergen.C-y-resettlement 

assistance ·hasbeene-stiIDated-at $110-million ·ani:C rural rehabilitati')n/reconstruc­

tion requirements have been estimated at $300 million over the next 2 to 3 years. 

These estimates are additional to recons•truction/rehabilitation of basic infra­
structure. For example, one analysis places the immediate reconstruction/ 

rehabilitatirm requirements of the railroad, alone, <at over $300 million. Dono?: 

commitments fall far short of needs. 1J.1JLanaly§..i§_pcepared_l:n_.]une for the $13 

n:iillio!l_E.~_s>g~am_grant __ (Ia1>_~)_!~main~_!:b_1~ame, fully justifying the-Increment· 
of $7 million we are proposing herein. · ---~-- - ----·-· ---- ··--------- · 
. ~-·------· ~ - -

Th~ __ entil;:~-~-13 million of the initial program grant has been disbursed to the 
GOZ and they will-complete theii_-disbur-semeni:-shortly". -TheGovernment. of Zimbabwe 

has moved-rapidlyon tll'e"rese.ttlement-imd rehabilitation activities to which the 

Government's lqcal currencies are being applied. District authorities are con­

tracting for road and bridge construction. Vegetable crop packs (seeds, tools, 

and fertilizer) have already been distributed to some 70, 000 retuniing families. 
Returning families will also be provided basic grain packs for ~~q fall planting 

season. 

As in the initial grant, the funds made availab~e under the grant amendment will 

be disbursed to a GOZ account in a U.S. bank. The GOZ ~ill be required to place 

an equivalent a.mount in local currencies in the special account established pur­

suant to the grant agreement. Local currencies from this special account will 

be used to support the GOZ resettlement, reconstruction and rehabilitation pro­
grams. Specifically, the local currencies will be allocated among the Department 
of Agricultural Development (Devag), Division of District Administration, and 

Ministries of Commerce, Health and Social Services. The GOZ local currency will 

permit the purchase of locally made farm and construction implements to be used 

CL·1ftd·qG 
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by Devag and District Administration personnel, repair of 1lission schools and 
clinics in conjunction with Tribal Trust Lands and District Council schools 
and clinics, reestablishment of a revolving loan fund by Commerce to help rural 
!:!Ilall enterprises get back on their fee:t, reconstruction of "master" farmer (4 
to 5 hectares of land p,"!r family) farms in African Purchase Areas by the Devag, 
reconstruction of staff housing for Devag and Health personnel to allow them to 
live at their projPcts/clinics, and provide additional financing for refugee 
resettlement and feedin~ programs oper~ted by the Ministry of Social Services. 
The latter needs had been provided for partially by a grant this fiscal yeQr 
to the UNHCR for repatriation and resettlement of Zimbibwean refugees. The 
second tranche of that grant ($2 million) has been deobligated and applied to 
this program grant. 

There a~~ no conditions, covenants, or waivers associated with this program grant 
ai;enqment:-'-TI?e -G_Q_Z __ '¥l.11 agree~n6wever-;-that -th~--A. I.D. fund~_s_annot:__be used for 
military expenditures-.-Congress -wasnotified of the program on August 14 and the 
fifteen day waiting period- expir.edon--A.ugus·t- 29: --1980. ··A negative determination 
f'orthe-InitiaJ.-EnviroriinenfarExamination ~as ·made ·fo.ir the or lginal program grant 
and is applicable to the amendment, 

The State Department Cf fice of Human Rights has cleared this memorandum. The 
AID/W backstop officer for this program will be Douglas T. Kline, AFR/DR/SAP. 

Recommendation: That you_ sign the attached _PA.AD_ amendment _(-:rah_ B) _and cable 
(Tab_C)_, _there~y author_izing_th-e.proposed increase in_ the Program Grant from 
$13 million to $20 m,illion. The gr".;mt amenrlme:nt will be signed upon receipt of 
your author-ization--and -adv:ic:;-ofaflotm.ent: --·---- ----- · ·-- - ·---·· 

Attachments: 
A. PAAD Approved June 27, 1980 
B. PA.AD Amend.men t 
C. Cable informing Field_o: your 

Decision 

~ ~w~· 
A...~/SA:RVFarnhara/!NDagata:mon:9/5/80 
retyped: 9 /9 ;s·o . 

--

Clearances: ~~ ~ 1-~ 
GC/AFR:i.AD~ _ .---/-'!..." Date~· · 
GC:NHolmes · Date , 
AFR/DP: RAS tac·'l-y~ ... =,,,.,""'~----Date h""' ~t.:-' 
HA/HR :BBowie_\.t}J4Arfi"= Date~/1 / '8:0 
AF/EPS :DBorn~ Ui+}y Date °lfi{to 
AFR/DR/SAP: DTKlineJ:t;.::- Date 't /1D/ ,?J 
AFR/DR:JWKoehring t!•'J9 Date ·il·'-'I ::·i· 

DAA/AFR:WHNorth (;-fl Date <t\tt> 



UNCL/\S'.\IFIED 

A I J> / AF I~ / S A : HF AR l'J H :\Vi : Ji 0 N 
09/08/80 EXT 24229 
A/AID:DJS:NNET, JR. 

AID/GC/AF~:EADRAGON 

I ]"D/D •. f I~ F'"'. w 1 ···0°~H \ . ::.. HI 1>. .. h • . f l i~ i \ ! 
Aif;/AFR/SA :fiVD/.GATA 
AID/AA/~fR:GTGUTCHER 
AID/AFR/DR/SAP:DKLI~E {DRAFT} STATE/AF/EPS:DWATERMAN {DRAFT} 

I f-Hi E D I A T E SALISfJURY 

PRIORITY NAIROBI, M3h8ANE 

A ID AC , NAIR 0 GI F 0 R RED S 0 IE A; FR 0 r·J THE AD fl IN IS TR AT 0 R 

E. 0. 12065: NIA 

TAGS: 

- SUBJECT: INCREASE IN ZIMBABWE PROGRAM GRANT 

REF: SALISBURY 2283 

1. I HAVE AUTHORIZED THE INCREASE IN THE ZIMBABWZ PROGRAM 
GR ,'\ N T I N TH E /d1 0 u N T 0 F s E v E N rn L L I 0 N D 0 L s T 0 :\ NE w T 0 T AL 0 F 
20 ViI!...LION DOLS. 

2. AMBASSA~OR KEELEY, OR HIS DESIG~EE, IS AUTHORIZED TO 
SIGN THE GRANT AGf~t:E~lEf~T Ai1E!·!Df'iEUT l·~ITH T~iE GO\/ER~frl~NT vf 
Z I M 8 A B W C:: l;J H E N Y 0 U /\ R E I N f 0 fUl E D 6 Y S E P T E L TH A T THE AL L 0 T M E NT 
FOR THE SEVEN MILLION DOLLARS HAS BEEN ESTABLISHED. YY 

UNCLASSIFIED 

. --· D J3~ ~:.,r_ ·· 
HFC(Y 
MVD --;::: .... 




