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Currently, there are no plans for another elP.
However, in the event another program is to be under
taken, the following actions are'recOlIlllcnded:

Prior to the initiation of another CIP, evaluation of
the Government of Zimbabrtlle' s foreign. exchange
allocation system should be perfonned to detemi'!'le
whether to recommend changes to improve the·system
or to give better access to new importers.

Any future ""'j~}grati shoulu bt. directed to the private
sector U"lless there are pa:L...::eular '1"eason.,c; for
public sector allocations.

A.I.D. should consider with care t.he optimum amount
to be--.established as the minimum for import
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USAID/ZiJnbabwe's o.'lOdity IJr.portProgram. tddc:h was started in 1982. has accounted
forapproxiate1r 42 percent. of the total U&UD assistance to ZiDmabue.. It has
p1'OIII)ted the fulfil1J1eat of the 'two _JOT lona-tenagoals stated in USAID1Z:imbabwe's
FY 1984 a>SS:

the _rshalli:ng of foreign exchange and dcaestic resources into the productive
private sector to provide a £i11l basis for sustaiDable poverty 811eviatian.
de'lelopnent. and growth; and

assist8lt~ to the Gcwemment of Zimbabwe in raising livina standards. expanding
agriatlturalcutp.lt. raising rural incomes. and incTeaSing eJl)loyment
opportunities while narrowing the stark dualism of the ecanan:y.

The elP had a deep and sigr..ificant impact on the Zimbabwean eca'laIY as a whole and on
tbe private sector in partieular. Individual fil'lllS stated .duri.ng the course of. the
survey that their production levels would have dropped. 30 to SO percent if. they .haG-.
DOt received allocations uMer the eIP. .Acconiinl; to the Confederation of Zimbabwe
Industries, at the peak of theelP' sdisbursements in 1984. eIP imports were
responsible for 3.8 percent of the GOP andappl~tely S percent of total
~loyJDellt. The program at that time fiDanced 75 percent of U.S. exports to Zimbabwe,

AID w..s able to iJrItlemer..t the eIPand disburse funds quickly and efficiently by using
the GOZ·sexist;,.. allocation system.. Established businesses were. fmliarwith the
sysUlil 8I1d thus able to easily take advantage of theCIP. 1he historical basis upon
Widlforeip exc:hanke a,11ocatioosare awarded does , however, discourage :new. entrants
tq the system.. Since the pf"iaary objective ?f the CIP was to faciliute the
rehabilitation and reconstruction of the econany, the decision to work the program
through the existing system was well takea.

In carrying outtheevaluatiOB* .~ teaJI cOAdncted a su:rvey in which fifteen firms It

one parastatal, three local ~"j\heCbnfederaticn of ZiJd>abwe Industries. the
Z~ National OIaItbers of~ree and the Mbdstty of Trade and CaDnerce were
ia~ 'riewe4. 1beS8;)le of fims 1'epl"esented a b1!'08d range of industries and
CCI8Iercial en:terprises receiviDg various amounts of Amds tmder the CIP..

Iafomation piftedfrca the survey indicated that the .. eIP saved several firms frail
banbuptey and maintained the viability of others.. The program estahlished not. only
good business relatiODShips t but alsogooclwi1l and a positive inlJression of the
ffni toM States..

'.. a"'.'.a1'..-- ""08 ~"""m1W--DIft
Neal .COheD. tIiAlD/Swaziland 20days
Jane Bud8i11er 1Ufts University,

Mission Intem 30 days

II'

~.::.'=f
$1,526

1,800

.....,..
os

PMiR

.. 1I....il'IJjOIIIcJI I II."
......... '-' ..11-



A.I.U. CYALUA1-IUN 5UMMAflY PART II

"" "'~::r:::::::~CORC'LUIDII"IICG.I""'" ·CflJIIIt ".".,"

e 111 0... eM •., llma_MD.
• II. f!II...eu••n............... .L1IIa .....
• u , I1 )

' ••11Dft_0IIClla: USAID/ZiJIbabwe .......,,~d~ J\me 18. 1987
.....DIIlt.........-.1Ipott Evaluation of~3l lert~ inZiJnbabwe,

October 1986,
Tbeevaluation is concerlled only vi to tbe foreign currency
COIIponent of the Coa.odity I.port Progr.a. A separate
evaluation is currently assessing tbei.pact of the local
curreDcy generated under the tIP. Therefore, this evaluation
providesbalf the story of the eIP.

tSleevaluatlon tea. vas very i.pressed with the ad.inistration
aad operation of the CIP. It conducted a survey and
tDtervlewed fifteen firas and one parastatal receiving eIP
allocations, three local banks. and representatives froa tbe
eZI (Confederation of Zi.babve Industries). ZNCC (Ziababwe
Mational Cbaaber of Coa.erce). and MTC (Ministry of Trade and
COj.aerce). Tbeevaluation team also reviewed a large number of
busiDess. trade. and econoaics publicat:ions. Witb these
resourc.esat its disposal, the evaluation teall ••de the

, fol1owla.flndinls:

1. Tae elP bad a deep and silnificant i.pact on the Zi.babwean
eo080.,. asa whole and on thepr!vat.e sector In
particular. IndiYidual flras stated during the course of
tbesurvey that their production levels would have dropped
30 to so percent if they h.adnot received alloeations under
tile eiP. Accordi.ol to the CZI t at tbe peak of the tiP's
disburse.eats in 1984, tIP iaports were re~ponsible for 3.8
percent of GDP and approxi.atelf 5 percent of total

_~ ~::::C:~t. It tllen fib8n·ced 75 percent of U.S. i.ports in

2. Tile loss of tbe U8$10 .il1ion 1987 tIP will result in a 0.5
percent reduction ia (;», and an additional reduction in
md.5uc~iV:! e.pl.o,.•ent for 8 thousand people •.. Froll 1980 to

, ODors' co••odi ty iapo.rtpro8ra.s repr~sented 30
percent of the private sector's foretlo exc:hanse
alloeatioDs; the U.S .. eIP accounted for ZO percent of all
co••odit,. i.port assistance. Therefore. the eli.ioation of
tbeelP In liabab"e will bave a deleterious effect on the
entire eeooo-,. but particularly on the private sector,
whicb received the lion's share of the assistance. In some
cases, tae us was the~ sole source of certain i.ports; in
otbercases, it vas the best quality or less costly
source. Most fir., whicb required or preferred U.S.
i.ports vere naturally chanDelled into the' eIP. SiDce
their .d bot allocatlons vlll be cut by tbe vltbdrawal of
the CI~y vll\ haye to reduce their i.ports or seek

....---...,...".p,,~·,11 IlIdlllll idUJCer..· .lelba, tile CI',If.S. expoJtl



~o Ziababwe will decline, but to wbat extent remains
uncertain. .

3. AID vas able to i.ple.ent the elP and disburse fund$ quickly
andefficieotly by usiog the GOZ's existing allocation
syste•• Establisned businesses were fa.iliar with the
systeaand thus able to easily take advantage of the~lP.

Tbe historical basis upon which foreiln exchange allocations
are awarded does discourage new entrants to the system.
Since the pri.ary objective of tbe elP was to facilitate the
rehabilitation and reconstruction of the economy, the
decision to work the program tnrough the existing system was
well taken.

4. Ev.idently. the CIP saved several £ir.s froll bankruptcy and
aaintaioed the viabili ty of others to • It provided raw
aaterials and equipment essential to individual firms as
well as critical industries and the national economy. Some
fir.s, such as Berkshire International. doubt .that they will
be able to stay in business without the CIP. The prograll
established not only good business relationships but also
loodwill and a positive i.pression on the United States.

S. The Co••odity Manaseaent Officer, John Lewis, aanaged and
administered the elP exceptionally well. According to the
finiS surveyed. he kept CIP-users well infor.ed, responded
quickly to any questions or concerns, and resolved any
difficulties aristnl with US banks or suppliers. eIP-users
found the prosraa's rules to be clear and direct. and tbe
actual operation of the prograa to be.o(e eff.icient than ,.
tbat of any other donor. They did, however, state that.
U.S.CIP allocation took six .ontbs longer ~oprocess by the
GOZ tban a relularad hoc allocation. GOZ officials stated
that froa their viewpoInt, tbe U.S. prograa had the fewest
restrictions and was the si.plest to adainister.

In li,bt of these findio,s and the witbdrawal of bilateral
assistance toZi.babwe,'tbe evaluation team aade the following
reco.aendations for a pot,ible future eiP.

1. An evaluation of the GOZ's foreign exchange allocation
syste. sJlould be perforaed prior to ano,ther CIP. Such an
evaluation would uncover and analyze inherent strengths.
weaknesses, and biases within the systeia. The evaluation
should be done in close cooperation wit~ the GOZ, since its
officials are well aware of the syste.'s shortcomings. They
have expressed a desire to refora tbe allocation system. but
Ziababwe's present balance of payments problems have created
a ".ana,fJ.ent-by-crisis" situation. in which long-run needs
and refol.s are overShadowed by i ••ediate crises. 8y
offerina a larae CIP,the United States a.y help theGOZ Co
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since its officials are well aware of the system's
sbortcomings. They have expressed a desire to refora the
allocation system, but Zimbabwe's present balance of payments
problems have created a "aanagement-by-crisis" 5i tuation, in
Which long-run needs and refor.s are overshadowed by immediate
crises. By offering a large CIP, the United States may help
the GOZ to i.ple.ent necessary changes in the allocation
systea. An evaluation of the allocation systea lIay also
enable the United States to offer a sllall CIP that would
address specific biases within the systea.

2. The private sector'sabsorptive capacity for foreign exchange
indicates that a future eiP could be entirely directed to that
sector. The private sector is strategically important to
Zimbabwe due to its productiVity, jobs, and its self-reliant
and diversified nature. .

The eIP should not be targeted to specific productive sectors
(e.g., agricUlture) or activities unless evidence exists that
the present allocation system is biased against them and that
this bias undermines the economy as ,a whole. In the absence
of such evidence, sectorization complicates the administration
of the CIP and creates distortions which may have deleterious
effects on the economy by channelling resources to one .
sub-sector over another.

If AID and the GOZ agree that, for administrative purposes,
the miniaull allocation should be US$IO thousand, then AID
should encourage the use of consolidators. Con$olidators
would enable several firms which require less than US$lO
tllousand tv share an allocation, thus Blore private enterprises
could benefit froll the CIP. Also, itis possible tha~

consolidators could obtain better prices for larger purchases~

as well as reduce shippii'~g costs fro. the United States.

5. The disbursement period sh~uld be set for 24 months, rathe,
ttlan 18, so as to allow for all residual funds froll indivi.dual
transactions to be consolidated, re-allocatedand disbursed.

In conclusion, the evaluation team commends USAID!Zimbabwe and the
GOZ for administering an extraordinarily effi,cient, clear and
understandable program. The eIP bad a major and salutary impact
on the reconstruction and rehabilitation of the private sector.
It addressed Zimbabwe's post-independence needs and-objectives
very well.

The withdrawal of the CIP is going to undermine severely the
health and well-being of the private sector and the national
economy. Another CIP, partiCUlarly a large CIP (e.g. US$40
IIIll10n), could open doors for a policy dialogue between the US
and GOZ in a number of important areas, as well as assist the GOZ
to .eet some of its future long-ter. objectives, including a
refor. of the foreign exchange allocation syste•• '
Tnis evaluation covers only one side of the CIP. The local
currency side of tbe pros,a. Is equally i.portantto the foreign
excbange ¢o8ponent and accounts for the .ain develop.ental i_pact
(If tbe eIP in the pUblic sector. An evaluation of the local
rl1'1""'A"I"V "''Pft1 ...... eo #lIftA ... A ....... _.. • ... _ roT 0 .a.. _ .• ~. __ L _ ...
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~tiOJl Report

I't is the Mission' s op.inion that:
.. 1be evaluation meets the demand of the scope of work prepared for the evaluation.
_ "Dleevaluators spent sufficient tire in the field to fully understand theactivity, its impacts and the problems encoontered in managing the activity.
_ 1be evaluators showed no biases which eff~ted the findings.
.. 1he findings and TeCCRoendations included in the evaluation generally.concur. with the conclusions reamed by the USAID staff•
.". ~

SiDce this is the final evaluation of the program, and no new program is. planned,the recallDenaations included in the .evaluation should be considered" during thedesign and negotiation of any future eIP. .1bewaluation is structured in such a marmer as to provide a history of theprogram, including how it vas designed and implemented. It was felt that thisc:auld. prove useful in the design and implementation of any future program.
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EXECUTIVE SUMMARY

This evaluation is concerned only with the foreign currency
component of the Commodity Import Frogram. A separate evaluaticn
is currently assessing the impact of the local currency generated
under the elP. Therefore, this evaluation provides half the story
of the eiP.

The evaluation team was very impressed with the administration and
operation of the CIP. It conducted a survey and interviewed
fifteen firms and one parastatal receiving eIP allocations, three
local banks, and representatives from the CZI (Confederation of
Zimbabwe Industries), ZNCC (Zimbabwe National Chamber of
Commerce), and MTC (Ministry of Trade and Commerce). The
evaluation team also reviewed a large number of business, trade,
and economics publications. With these resources at its dispo.sal,
the evaluation team made the following findings:

1. The CIP had a deep and significant impact on the Zimbabwean
economy as a whole and on the private sector in particular.
Individual firms stated during the course of the survey that
their production levels would have dropped 30·to 50 percent
if they had not received allocations undertheCIP.
According to the CZI, at the peak. of the CIP's disbursements
in 1984, CIP imports were responsible for 3.8 percent of. GDP
and approximately 5 percent of total employment. It then
financed 75 percent of u.s. imports in Zimbabwe.

o·

2. The loss of the US$lO .million 1987 elP will result inia 0.5
percent reduction inGDP and an addi~ionalreductionin

~roductive employment for 8 thousand people. From 1980 to
~985,donors' commodity import programs represented 30

percent of the private sector1s foreign exchange
allocations; the U.S. CIP accounted for 20 percent of all
commodity import assistance. Therefore, the elimination of
theCIP in Zimbabwe will have a deleterious effect on the
entire economy but particularly on the private sector, which
received the lion's share of the assistance. In some cases,
the US was the sole source of certain imports; in other
cases, it was the best quality or less costly source. Most
firms which required or preferred U.S. imports were
naturally channelled into the elP. Since their ad hoc
allocations will be cut by the withdrawal of theCIP, they
will have to reduce their imports or seek alternative
funding sources. Without the CIP, U.S. exports to Zimbabwe
will decline, but to what extent remains uncertain.

3. AID was able to implement the CIP and disburse funds quickly
and efficiently by using the GOZ's existing allocation
system. Established businesses were familiar with the
system and thus able to easily take advantage of the elF.
The historical basis upon which foreign exchange allocations
are awarded does discourage new entrants to .the system.
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Sincetlle primary objective of the eIP was to facilitate the
rehabilitation and reconstruction of the economy, the
decision to work the program through the existing system was
well taken.

4. Evidently, the elP saved several firms from bankruptcy and
maintained the viability of others. It provided raw.
materials and equipment essential to individual firms as
well as critical industries and the national economy~ Some
firms, SHell as Berkshi.re International, doubt thal they wiTI
be able to stay ;0 business without the elP. The program
established not only good business relationships but also
goodwill and a positive impression on the United States~

5. The Commodity Management Officer, John Lewis, managed> and
administe:"ed the elP exceptionally well. According to the
firms surveyed, he k.ept eIP-users well informed, responded
quickly to any questions or concerns, and resolved allY
difficulties arising with US banks or suppliers. CIP ... users
found tne program's rules to be clear and direct,and the
actual operation of the ~T'ogram to be more efficient than
that of any other donor. They did, however, state that a
U.S. eIP allocation took six months longer to process by the
GOZ than a regular ad hoc allocation. GOZ officials stated
that from their viewpoint, the U.S. program had the fe\(est
restrictions and was the simplest to administer.

In light of these findings and the withdra\<Jal of bilateral
assistance to Zimbabwe, the evaluation team made the following
recommendations for a possible future eIP.

1. An evaluation of the GOZ's foreign exchange allocation
system should be performed prior to another CIP. Such an
evaluation would uncover and analyze inherent strengths~

weaknesses, and biases within the system. The evaluation
should be done in close cooperation with the GOZ, since its
officials are well aware of the system's shortcomings. They
have expressed a desire to reform the allocation system, but
Zimbabwe t s present balance of payments problems have cr.eated
a "management-by-crisis ll situation, in which long-run needs
and reforms are overshadowed by immediate crises.. By
offering a large ClF, the United StateS'.may help the.GOZto
implement necessary changes in the allocatinn system. An
evaluation of the allocation system may also enable the
United States to offer a small eIP that would address
specific biases within the system.

2. The priVate sectorfs absorptive capacity forfnreign
exchange indicates that a future eIP could be ent~rely

directed to that sector. The private sector is
strategically important to Zimbabwe due to its productivity,
jobs, and its self-reliant and diversified nature.
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Ttre CI·P s hou I d not beta r getedt 0 s pee i fie produe t i ve sec tor s
(e.g., agriculture) or activities unless evidence exists ,that
the present allocation system is biased against them and that
~his bias undermines the economy as a whole. In the absence
of such evidence, sectorization complicates the administration
of the CIP and creates distortions which may have deleterious
effects on the economy by channelling resources to one

'sub-sector over another.

5 •

4. If AIDand the GOZ agree that, for administrative purposes~

the minimum allocation should be U5$10 thousand, then AID
should encourage the use ~f consolidators. Consolidators
would enable several firms which require less thanUS$lO
thousand to share an allocation, thus mbre private enterprises
could benefit from the elP. Also, it is possible that
consolidators could obtain better prices for larger purChases,
as well as reduce shipping costs from the United States.

The disbursement period should be set for 24 months, rather
thanl8, so as to allow for all residual funds from individual
transactions to be consolidated, re-allocated and disbursed.

In conClusion, the evaluation team commends U5AID/Zimbabw~ and the
GOZ for administering an extraordinarily efficient, clear and
understandable program. The CIP had a major and salutary impact
on the reconstruction and rehabilitation of the private sector.
It addressed Zimbabwe's post-independence needs and objectives
very well.

The withdrawal of the CIP is going to undermine severely the
health and well-being of the private sector and the national
economy. Another CIP, partiCUlarly a large eIP (e.g.US$40
million), could open doors for a policy dialogue between the US
andGOZ in a number of important areas, as well as assist the GOZ
to meet some of its future long-term objectives, including a
reform of the foreign exchange allocation system.

This evaluation covers only one side of the eIP. The local
currehcy side of the program is equally important to the foreign
exchang~ component and accounts for the main developmental impact
of theCIP in the public sector. An evaluation of the local
currency projects funded under the CIP is cu~rently being done.
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Political Summary and Policy Environment

Since independence in 1980, the Government of Zimbabwe (GOZ) has
SQug~t to redress the inequities of its colonial past. Zimbabwe,
formerly Rhodesia, endured approximately ninety years of settler
~u!~aIlddomination•. The settler minority managed de facto
self-government beginning in 1923, and in 1965made-a unilateral
declaration of independence (UD!) from the British government.
The<tnternational community responded to UDI by imposing sanctions
against <the Rhodesian government in order to condemn its racist
system and policies. Extensive state inte~vention and control
charact~rized the "rebel regime's" economic policies over the next
fifteen years leading to independence. The government introduced
import and exchange regulations to control manufacturing,
introduced subsidies to white farmers, and established quotas for
agricultural production. Economic sanctions encour.;,ged industry
and manufacturers to diversify and substitute imports with
domestically produced goods. Meanwhile, disparities between the
white minority and the black majority continued to widen.

'fheadv.ent of maJority-lule in 1980 brought opportunities for
social .and economic development to the Zimbabwean black majority.
Free and compulsory primary education was introduced, clinics and
health facilities were extended to people in outlying areas r a
minimum wage and other lab.or legislation were enacted, and access
to economic inputs, e. g., rural credi t., was improved. Such
programs, however, are unsustainablewithoUtt economic growth.

Growth remained strong in 1980-81, but drought, coupled with a
worldwide recession, and foreign exchange shortages put the
economy into a downward spiral, beginning in 1982. It began a
significant recovery in 1985, as a bumper harvest signalled the
end of the drou.gh t and as .worldmark.ets recovered from the
international r€~ession. The economy is now facing large budget
defici ts reflecting repayment of debt incurred f(
post-independence reconstruction, expanding socia programs, o.ud
serious defense and security considerations. The GOZ is faced
W'i~l'l. th~challenge of maintaining sensible, long-term economic
goals in a fragile and fluid political and e<;onomic enviroment.

u.S. Interests and Involvement in Zimbabwe

u.s. government became active in the search for a negotiated
.$etlle~ent to th.e Rhodesian conflict in 1976. Successiveattempts
forj:~ternationally-sponsorednegotiations fai led, but the. Ullited
.~'tar-escontinued to pledge substantial financial assistance ito~.he

new GOZ.>if its. inception was the re$ult of a negotiatedseitlemellt.
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A politically stable and economically dynamic Zimbabwe was
recognized as es~en~ial to the peace and stability of the entire
southern Africa region. The Lancaster House Confelence in late
1979 finally found an end t~ the ~ar by designing a transition to
majority-rule. Zimbabwe achieved independence on April 18~ 1980.
The new government t led by ZANU-PF, cawe to power with an agenda
to redress the extraordinary economic and social inequities
fostered over ninety years of minority rule. To date,
reconstruction has been successful and war damage has been
repaired. The GOZ's policies of reconciliation toward whites and
preservation of the capitalist economic structure have won support
from many observers.

The United States supports the GOZ's initiatives to resolve
economic and social problems resulting from the war and decades of
neglect and exploitation of the black population. The GOZ has
established for itself the challenge of fundamentally transforming
the colonial social structure in order to distribute economic and
social opportunities and benefits equitably ~mong the entire
popUlation. Without such an adjustmf:;nt, there will be no lasting
peace and no certain future for the large and prosperous private
sector that has developed over the years.

Zimbabwe is founded and functioning on democratic principles.
There are indications that Prime Minister Mugabe's goal of a
peaceful non-racial society will be realized and that this society
will rest upon a strong mixed economy, of which the private sector
will be an important F~rt. Zimbabwe's success in attaining these
cobjectives will provide other nations, partiCUlarly South Africa,
with an invaluable example.

U.S. interests in southern Africa rest heavily upon Zimbabwe's
success. To further those interests, the Commodity Import
Programs have been designed to provide Zimbabwe with foreign
exchange to support the private sector and with local currency
generated under the CIPs to finance a wide array of public sec~or

development projects.

2. U.S. Assistance Objectives and th,e CI~

A detailed discussion of the objectives of US development
assistance is presented in USAID's FY 1987 Country Development
Strategy statement (CDSS). The US is committed to facilitating
the realization of the GOZ's goal of equitable socioeconomic
development.

The elP served as an integral component of U.S. development
assistance from FY 1982 to FY 1986, accounting for 42 percent of
total U.S. assistance to Zimbabwe. It promoted the fulfillment of
the t\(;O major long-term goals stated in USAID!Zimbabwe's FY 1984
CDSS:
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the marshalling of foreign exchange and domestic
resources into the ~roductiYe private sector to
provide a firm basis for sustainable poverty
alle.iati.on, development, and growth; and

assistance to th~ GOZ in raising living standards,
expanding ag:riculturaloutput, raising rural incomes,
and increasing employment opportunities while
narrowing the stark dualism of the economy.

TbeMarcn 1984 EV~iuation of the Zimbabwe Commodity Import Program
613-1-603 ($50,000,000) outlines tile overall success of tbe
initial CIP in meeting these objectives. This evaluation will
seek to determ£ne the efficacy of the CIP in meeting both the
general goals of the United States in Zimbabwe and those specific
assistance objectives for the 1987-1990 strategy period, which are:

to preserve and maintain the productive structure and
general infrastructure of the Ziababwean economy; the
private productive agriCUlture, manufacturing, mining and
service sectors, with under-utilized capacity, prOVide
the best opportunity for long-term growth, employment,
and social development;

to guide Zimbabwe toward a successful post-independence
economic.odel; this will mean a clearer definition of
the country's intended mixed economy and visible and
sustainable progress toward the GOZ's objective of growth
with sQcial equity. The maintenance of a viable private
sector requires consistent, clear signals from the Got on
the role of private enterprise;

to promote Zimbabwe as a strong economic actor within the
southern Africa region and as a successful multi-racial
political model, especially with regard to South Africa;
continued growth in Zimbabwe's agriCUltural sector and
the creation of food surpluses can set p9licy examples
fOTother African countries and provide food security
throughout the region.

B. ~onolDicBack.aTound

The GOZ's caallenges arise froll its inherited, inequitable
structure of access to resources. The ninety years prior to
independence marked a period in which economic policies,
legislation, administration of land rights and public education
were used to establish a structure which ensured cheap labor for
thellodern sector. Such policies also widened the gap in levels
of infrastructure, social services and employment opportunities
available to different racial groups. This dualism led to the .
co-existence for two economically interdependent but highly
unequal sectoTS. Small, poor subsistence farmers stood in
juxtaposition to large, commercialized agricultural producers;
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modern industries and manufacturers exploited cneap African
labor. The c~ntrasts were sharp.

following UDI, tbe Rhodesian economy was forced to diversify and
to become self-sufficient under the pressure of international
economic sanctions. In 1964-65, there were 350 different tariff
items imported into Rbodesia. The Zimbabwe Commercial Import
Controller estimates tb~t only 250 tariff items are currently
being imported. As a result of the diversification and
self-reliance developed during the period of UBI, Zimbabwe has the
most nighly developed infrastructure of any independent African
country, other than South Africa.

1. Recent Economic Performance

Zimbabwe's national accounts statistics indicate a rapid recovery
of real gross domestic product (GDP) in 1980 and 1981 following a
severe three-year slump reflecting the intense hostilities from
tlie war. This recovery, however, ended, and a sharp economic
decline began in 1982 and lasted through 1984. The 1982-1984
decline bad tbree factors: (1) drought, which reduced real
agriCUltural output by almost 30 percent; (2) recessionary export
demand f·or minerals, the production of which declined by 12
perce.ntover four years in Zimbabwe; and (3) a severe shortage of
fO.reign exchange for imported inputs ,.whi ch reduced capac i ty
utilization and production (by 5 percent in 1983 alone) in.
manufacturing. While GDP dropped 1-2 percent in 1984, 1985 marked
a turnaround, and the 1986 GDP is expected to reflect an increase
9f 4"'Spercent.

More serious long·term trends appear to be affecting the labor
force and employment. With Zimbabwe's population (currently
around aaillionpeople) and its labor force (approximately 2.8
million people) growing close to 3.5 percent annually, the economy
must prOVide productive employment for a net additional 80,000
workers eacn year. Formal (modern) sector employment bas been
telatively stagnant~ and rough estimates indicate that fOTmal
sector employment has declined as a proportion of the total labor
force, from 49 percent in 1975 to 37 percent in 1983. This trend
suggests that new job seekers are increasingly forced to seek
employment in the traditional agriCUltural sector or the informal
sector. Meanwhile, the expansion of education in Zimbabwe has
raised the expectations of school ... leavers at a time of growing
unemployment and underemployment in the formal sector.

The profile of available jobs changed significantly following
independence. Between 1975 and 1983, employment in commercial
agriculture fell 28 percent, and an additional 36 thousand jobs
were lost in construction and domestic services, and only 17
thousand new jobs were created in the manUfacturing sector.
Meanwhile, over the same period, approximately 81 thousand
additional jobs were created in public administration, education,
and health-related services. This growth ref~ected the expansion
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of the GOZ's administration and its commitment to providing the
entir'e popUlation wi ttl grea ter social services. Services
accounted for only 2S percent of total formal sector employment in
1975.but accounted for 32 percent in 1983.

from the perspective of the total labor force, the traditional
small farm sector is still dominant. Close links between work.ers
in the foraal sector and tne informal rural sector exist. Many
workers employed in the formal sector still attend to their small
holdings, Which are an important part of their livelihood.
Co.munalfarmers alone. reflected nearly 27 percent of the work
force in 1982. Approximately 70 percent of all workers depend
directly on the agricultural sector although it accounts for only
14 percent of GDP. The manufacturing sector, on the other hand,
reflects 23 percent of GDP but employs only 6 percent of the
entire working age popUlation. -

2. Historlof the CIP

Wnen AID commenced its program in Zimbabwe at the time of
independence, it sought a programmatic form that would have
.axi.um and immediate impact. On the basis of the decision to
move quickly, AID made a program grant in the form of a US$20
million cash transfer to the GOZ. The US dollars under this
arrangement went into the foreign exchange reserves of the GOZ
whicn, in turn, lIade available the countervalue amount in Zimbabwe
dollars for deposit into the National Development Fund Account in
the Reserve Bank. The funds were used for a mutually agreed upon
list o.f projects. Thus., the grant provided immediate l>alance of
payments support through the foreign exchange element, and
budgetary support from the Zimbabwe dollars deposited as
countervalue. In 1981, a similar grant was lIade to the GOZ in the
amount of US$24.3 .illion. During this period, ZINCORD took place
and Administrator McPherson pledged to the GOZ US$7S million per
year for tbeyears 1982, 1983, and 1984. In planning the 1982
progra., a decision was made to move away from the cash transfer
programmatic. for., where the US dollars could be s~ent b~ the GOZ
anywbere in the world for any type of goods, in favor of a
coamodity i.port program, tied to the U.S. and an eligible list of
comaodities. Under such an arrangement, there would still be the
requirement for the Zimbabwe dollar countervalue to be deposited
into a special account in the Reserve Bank. to fund mutually agreed
upon activities. .

On April 7, 1982, the first CIP agreement in the amount of US$SO
million was signed. The purpose of the CIP was twofold. First,
it sought to stimulate the Zimbabwean commercial sector to play
its critical role in nation re-building and employment creation by
making available AID foreign exchange resources to import u.s.
goods. The second objective was to support GOZ reconstruction and
development initiatives by using the local currency countervalue
generations to finance a broad range of public sector programs and
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activities in the areas of education, health, and ag.riculture.
The program included the following salient feature: (1) a minimum
of 80 percent of the funds had to be channelled through the
private sector While the remaining funds were made available to
the public sector; (2) both private and public sector users of the
funds were required to deposit countervalue in the special account
established in the Reserve Bank of Zimbabwe; (3) all allocations
of funds to the private sector would be handled by the GOZ~using

their established allocation procedures; and (4) all commercial
and merchant banks operating in Zimbabwe would be authorized to
open letters of credit under the program to allow importers to
maintain their business relationships with these banks. In short,
the CIP was designed to interfere as little as possible with
normal commercial practices, yet take into account AID's rules and
regUlations.

The demand for foreign exchange was so great that there was no
doubt of the absorptive capacity for the funds. By October of
1982, the Ministry of Trade and Commerce had allocated the entire
$50 million, and goods covered by the earlier allocations were
beginning to arrive in Zimbabwe. The CIP was 88 percent disbursed
within eighteen months of the agreement being signed. In March of
19d4, an evaluation of the eIP was completed. It stated:
"Analysis of the types of commodities financed and the industries
receiving eIP imports showed that the goods were appropriate to
Zimbabwe's needs and were effectively used.'t The evaluation also
indicated that one of the primary reasons for the implementation
success of the program was that "AID designed its CIP to function
within the existing GOZ import allocation procedures and
commercial banking system, in the same manner as regular
commercial imports."

Separate CIPs have played a major role in USAID's ZASA (Zimbabwe
AgriCUlture Sector Assistance) and BEST (Basic Education and
Skills Training) programs. US$31 million and US$29 million of CIP
funds have been channelled into ZASA and BEST, respectively. The
ZASA and BEST CIPs are allocated and administered separately from
the general CIP. The ZASA evaluation indicates the CIP component
played a major role in promoting development within the
agricultural sector, partiCUlarly through the generation of local
currency, and there are strong indications that the same holds
true for the BEST CIF. Upcoming evaluations 'of BEST and local
currency projects will assess the developmental impact of such
projects. Although the ZASA and BEST CIPs maybe viewed as
elements of separate programs. the foreign exchange element of
these sectoral CIPs is included within the scope of this
evaluation. Both aspects of the CIP. the proviSIon of foreign
exchange and the generation of local currency. serve the needs of
critical sectors in a developing country.

The terms of the 1983 CIP, 6l3-K-605, for US$37 million and the
1984 amendment, 613-K-605A, for US$IO million were virtually
identical to those of the 1982 elP, with only several minor
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exceptions. By the time the 1983 CIV was signed on July 15, 1983,
the GOZ, the private sector importers and the local banks were all
familiar with the program and how it functioned. Consequently,
funds were used more rapidiy. A significant difference between
the 1982 and 1983 CIPs was the size of the allocations. Under the
1982 elF, there were a numoer of allocations in theUS$lOO
thousand to US$200 thousand range. The subsequent eIP was used to
grant smaller allocations. By reviewing the list of allocations,
this indicates that more small and medium-sized businesses are
participating in the program.

The Mission's FY 1984 program included U5$10 million for a CIP.
After examining the options available, the design team and the
Mission concluded that amending the U5$37 million 1983 CIP to add
US$10 million would be more practical and expedious than preparing
a new PAAD, which would have been similar to the two previous elP
PAADs. The amendment, adding US$lU million to CIP 613-1-605, was
signed on August 1, 1984. By November of 1984, 99 percent of
these funds had been allocated. However, once the public sector
transactions had been finalized, it was found that the actual
costs of the items imported were less than the amounts budgeted.
In order to use these funds, it was necessary to extend the
terminal disbursement date under the CIP by eight months to
November 30, 1986.

3. C~rreQt Status of CIP

Although original U.S. interest in Zimbabwe remain highly relevant
and valid, U.S. commitment to those interests has changed. U.S.
economic assistance to Zimbabwe was suspended indefinitely in July
of 1986. Consequently, no funds were released for the 1986 CIP
nor for the SIP component of ZA5A. The CIP component of BEST,
worth US$3 million, was approved prior to the July decision. The
same principal conditions of the 1982 and 1983 CIPs apply to the
BEST CIP. No less than 80 percent of CIP resources must be
allocated to the private sector, and the imported goods and
manufacturers must originate from the U.S.

II. METHODOLOGY OF EVALUATION

The evaluation, which was undertaken during October of 1986,
covers the CIPs 613-K-605 ($37,000,000) and &13-K-60SA
($10,000,000), and the eIP elements of the Agricultural Sector
Assistance Program ($31,000,000) and the Basic Education and
Skills Training Sector Program ($29,000,000). As part of the
evaluation, the team conducted a survey in which fifteen firms,
one parastatal, three local banks, the Confederation of Zimbabwe
Industries (CZI), the Zimbabwe National Chambers of Commerce
(ZNCC), and the Ministry of Trade and Commerce were interviewed.
The sJmple of firms represented a wide range of industries and 
commercial enterprises receiving various amounts of funds under
th~ elP. Specific sectors which received major assistance



- 8 -

under the program, i.e., textiles, agribusiness, food processing,
were identified. The selection of firms within each sector
identified vas relatively random.

Sample questionnaires, used consistently during the survey, are
presented in Annex D. Information was gathered not only from
responses to the questionnaires but from supplementary materials
provided by the interviewees. The local banks, the Confederation
of Zimbabwe Industries (eZI), the Zimbabwe National Chambers of
Commerce (ZNCC), and the Ministry of Trade and Commerce were able
to supply many useful figures and to refer relevant studies and
pUblications to the evaluation team. This information was then
used for standard economic analysis. The text of the evaluation
is ~ootnoted,and,insomecases, the specific methodology used to
arrive at certain assertions is footnoted and explained in greater
detail.

The general outline and scope of the evaluation was taken from
Evaluation Guidelines for Non Project Assistance (CIPs} and
elP-Like Activities, USAID,August 1985.

Ill. HIGHLIGHTS OF SURVEY RESPONSES

To a great extent, this evaluation is based upon the information,
responses, and impressions that the team gathered during the
course of its extensive survey. Representatives from fifteen
private enterprises, one parastatal,three local banks, the £Zl,
the ZNCC, and the Ministry of Trade and Commerce were interviewed,
and all of the interviewees provided extremely useful information
and insights. The evaluation team has listed below some of the
salient points and issues which arose from the survey in order to
reveal how its interviews shaped its assessment of theCIP.

A. The Interdependencies of ZimbabwetsEconomy

The interdependencies characterizing Zimbabwe's economy were
evident from the responses of each ClP participant surveyed.. The
sanctions imposed during UDI encouraged self-reliance and the
formation ofa relatively "closed" economy. Foreign exchange
shortages following independence have reinforced the need for
Zimbabwe's manufacturers to rely upon domestic suppliers and
producers; However, many of these suppliers'are heavily dependent
upon key imports of machinery and raw materials. Imports funded
undertbe CIP proved to be essential not only to the importers but
t,o a long chain of secondary indus tries and manufacturers., , The
following examples gathered from the survey underscore the fragile
network of dependencies upon which the health of Zimbabwe'S
economy rests.

Saltrama Plastex prOVides packaging materials forZ$6
billion worth of goods. It received US$2 .illionun~er

the elP for raw materials. Industrial Farming and
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Development, which received allocations under the eIP for
importing petroleum jelly, could not keep its eighty
handicapped employees productively employed if it did not
haveSaltrama's plastic containers for packaging its
product. Tobacco, Zimbabwe's largest source of foreign
eXChange, could not be exported without the proper
pack.aging furnished by Saltrama. Meanwhile, Saltrama and
severalparastatals are mutually dependent upon each
other. The Cold Storage Commission's beef exports must
nave air-tight plastic packaging. The Dairy Marketing
Board's purchases of plastic sachets for milk and other
products account for Z$6 million of Saltrama's yearly
Z$36 million gross sales. Saltrama also exports more
than Z$l .. Smillion of plastic sheeting to Zambia and
Malawi.

Vitafoam (Pvt) Limited uses US$3.6 million in foreign
exchange per year to import the two chemicals required
for foam. It supplies 75 percent of the domestic market
with foam and employs 160 people. Although foam may not
initially appear to be a critical industry, 30 thousand
jobs in secondary industries - primarily furniture
manufacturers - depend uponVitafoam's product.

Edward L. Bateman (Pvt) Limited received foreign exchange
under the CIP to import hydrocholorinators and mechanical
shaft couplings. Municipalities require
hydrochlorinators in order to treat water and sewage.
These municipalities largely represent Zimbabwe's growth
points. TheGOZ is encouraging industries to establish
themselves in designated growth points to provide
employment .in outlying rural areas and to stem ur.ban
migration. Isolated mines also need hydrochlorinators to
ensure water and properly treated sewage for their
workers. Mechanical shaft couplings are used for
trench-digging machines to lay infrastructure for
muni~ipalities and for mining operations.

The Cotton Marketing Board (CMB) received the lion's
share of the public sector's allocations under the ClP.
The CMB met 100 percent of its foreign exchange
requirements from the CIP for importlng ginning
equipment. In the opinion of CMB officials, there are no
alternatives to the US for such equipment., India
represents one possible alternative, but officials
doubted that its equipment would enable Zimbabwe to meet
the higher standards of the competitive world market.
Cotton is the second largest export earner in the
agricul tural sector. I t is the largest cash crop for _
smallholders in Zimbabwe, and over 300 thousand people
are dependent on the industry for their livelihoods.
Without new ginning equipment, which the CMB was
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expecting to purchase under a new elP which never
materialized, the cash incomes of these people will
suffer. The growing textile industry purchases between
26 and 28 percent of the CMB's crop to make cloth for
both the domestic and export markets.

Agricair (Pvt) Lim.ited imported spare parts and special
metals for servicing and repairing aircraft through the
ClP. It must import parts and metals from the US in
order to comply with aviation regUlations and
manufacturers' warranties. Agricair is one of three
approved service specialists for US Pratt & Whitney
engines and the only one for Canadian Pratt & Whitney
engines .in Africa. It services planes used for
crop-dusting as well as tourism. Agricair's own fleet of
aircraft dust crops in Zimbabwe and throughout the entire
African continent. Its importance to the agricultural
sector is increased in light of a possible locust
invasion in Zimbabwe.

Bell Inn (Pvt) Limited represents one commercial farm
which imported pure-bred Hereford bulls and frozen bovine
semen from the US under the CIP. Its breeding operations
supply cattle with the leanest meat and the highest
quality carcass to commercial farmers and thereby make
Zimbabwe very competitive on the export market. Although
Canada and Australia may serve as alternative suppliers,
American Herefords are strongly preferred for breeding
purposes. They have already improved the bloodLines 6f
Zimbabwe cattle and promise to improve Zimbabwe's
penetration of the profitable EEC market.

Rice and Diethlem (Pvt) Limited imported raw materials
and finished products for welding through the CIP.
Zimbabwe's industries were unable to replace machinery
and equipment during sanctions~ and in the face of
subsequent foreign exchange shortages, they have become
heavily reliant upon welders, tool and dye makers, and
other skilled artisans for repairing machinery and
customizing spares. Mr. Greenwood of Rice & Diethlem
stated that welding triples or quadruples the useful life
of equipment in Zimbabwe. Consequen~ly, the transport,
mining, engineering, and other industries require welding
materials imported under the CIP by Rice &Diethlem. A
current shortage of cast iron rods had delayed repairs
and reduced production for some firms.

Caribonum (Pvt) Limited manufactures carbon paper and
relies upon aid from Sweden, the U.K., West Germany,
France, and Canada to import raw materials. It receiv~d

CIP allocations for importing carbonizing tissue and
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carbonizing ink for the manufacture of one-time carbon
paper~ In this case, the elP displaced imports from
Sweden. Recent shortages of raw materials for one-time
carbon have had reprecussions throughout the private and
public sectors. Firms using office stationery,
particularly computer carbon paper, depend on Caribonum.
The GOZuses Caribonum1s computer carbon to print
government checks.

Zimbabwe's economy is also dependent upon heavy equipment and raw
materials made in the US and sold or manufactured through local
dealers or licensees. These firms relied on large eIP allocations
to meet the needs of their clients and to maintain their own
commercial viability. They each relied upon their CIP allocations
to impoTtspares and, in turn, predicted that their ~lientswould

be severely affected by further shortages of spare parts.

ZEMCO (Zimbabwe Earth Moving Company) is Zimbabwe's
Caterpillar dealer. It has imported U5$10.1 million
worth of Caterpillar equipment and spares and represents
9 percent of the allocations made under 613-1(-604, 605,
605A and 606. Its imports are used in mining,
construction, road construction and maintenance,
agriculture and land preparation. ZEMCO serves sectors
generating Z$l billion in foreign exchange (e.g., mining
and agriculture) and import substitution (e.g., power
plants and utilities). It requests foreign exchange
allocations to provide equipment for the Central
Mechanical Equipment Department, the District Dev~lopment

Fund, the Ministry of Transport, private construction
contractors, agricultural estates, commercial farms, and
forestry projects. Its basic allocation covers one-third
of its foreign exchange needs and is used primarily for
the importation of spare parts. The CIP had been
satisfying most of ZEMCO's earth moving machine needs')
with some 200 units having been imported under the program

Duly &Company has been the Ford dealer in Africa since
1911. Its allocations through the elP enabled Duly i
Company to import agricultural machinery for commercial
farmers. Ford and Massey Ferguson have a 75 percent
share of the market for commercial farmers' tractors.
Agricultural maChinery accounts for 40 to 50 percent of
the company's sales, and 90 percent of those purchases
were funded under the CIP. .

Smith &Bennet, Zimbabwe's John Deere dealer, received
US$I.87 under the CIP to import combines, tractors,
balers and spares. It has a 10 percent market share fOT
combine harvesters, a 6 percent ~hare for tractors, and a
30 percent share for balers. The eIP has accounted for
70 percent of its equipment sales. Without the elP,
Smith &Bennet will drastirally curtail its operations by
maintaining only supplies )f spares and its repair shop.
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Dunlop received US$7.76 million under the eIP to import
raw materials for the manufacture of tires. It is the
largest single recipient of foreign exchange in the
pr i vate sector. Dunlop is the onl y tire manufa.cturer. in
Zimbabwe. Therefore, its ability to produce tires and
re-t7eadsimpacts on agriculture, public and priya~e

transport, na tional securi ty, and the personal saf.ety of
people travelling by bus and car. Approximatel,y95
percent of Dunlop's raw materials are imported ,'and 60 to
70 percent of the value of Dunlop's tires are derived
from imported goods.

The importance of raw materials became evident from responses
gathered through the survey. Zimbabwe's industrial and commercial
sector has a highly developed infrastructure. Existing facilities
are often under-utilized, and firms must operate below capacity
due to shortages of foreign exchange to import need raw
materials. Illustratively, the soap-making division of Blue
Ribbon Foods is running under capacity. Without raw materials,
eighty-five people there are unproductively employed. Another
example is the local tire industry. If the private sector fails
to obtain raw materials for tires and re-treads, the entire
transport sector would grind to a halt and the national economy
would be severely hurt.

B. Views Regarding the Foreign Exchange Allocation Srstem

The survey revealed that a great deal of confusion and uncertainty
exists among firms in the private sector and among parastatals
regarding the GOZ's import priorities. Mr. Greenwood of Rice &
Diethlem stated that his basic allocation reflected the GOZ's
appreciation of the need for welding materials and ~ools to create
spare parts. However, other critical industries described the
allocation sys~emas capricious and time-consuming. Many eIP
participants perceived the allocation system as a game of "Russian
roulette." Still others suggested that the GOl's priorities were
shifting from industry to education,nealth~ and defense. All
participants surveyed voiced concern over the time reqUired to
process their applications for foreign exchange. Several stated
that the turnaround time for the GOZ to process a CIP application
was six months longer than the turnaround time for a standard ad
hoc application.

CIP participants surveyed noted that ad hoc alloca~ions have
become increasingly unreliable in light of Zimbabwe's foreign
exchange shortages. Firms have had to become more dependent upon
their basic allocation. However, every firm surveyed stated that
their basic allocation had been steadily reduced over the past
several years. The only exception was Industrial Farming &
Development, an emergent business that employes handicapped
personnel •. Its basic allocation has been increased since it first
received one in 1982, but the 1986 basic allocation of Z$58
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th.ousand still fell short of its Z$500 thousand per year
requirement. The rule, however, has been a steady decline in
basic allocations since 1980. Agricair provided the table below
which illustrates the decline of that company's basic allocation
over the past several years.

AGRICAIR BASIC ALLOCATION OF FOREIGN EXCHANGE
(US Dollars)

Jan-March April-June July-Sept Sept-Dec

1980 72,520 72,520 270,700 270,700
1981 62,474 62,474 210,100 210,100
1982 51,420 51,420 134,500 134,500
1983 26,930 26,930 84,830 84,830
1984 16,480 16,480 41,409 41,409
1985 10,230 10,230 42,197 40,042
1986 10,740 10,740 NIA N/A

Many fifms employ someone fu1ltime to investigate potential
sources of ad hoc allocations. These representatives liase with
the GOZ and various donors. Smaller firms felt disadvantaged
relative to larger firms, since they cannot afford such a fulltime
repre"sentative and suggested that the availability of CIP funds be
more widely pUblicized.

Altnough many interviewees expressed ambivalence over the present
allocation system, none of them suggested that it be changed. One
interviewee noted that the system cannot be Changed as "everyone
is used to it." Another described the historical basis of the
basic allocation system as "fair discrimination." In other words,
the system benefits those firms Which have been entrenched through
its oper~tions since UDI~ One local economist noted that firms
aTe so dependent upon their allocations that they would not risk
losing them for the sake of reform. Consequently, new entrants to
the system are almost completely discouraged. Mr. Grey,
representing the GOZ 1 s Commercial Import Controller, observed that
only one or two new firms made the list of companies receiving
basic .allocations this year. New firms found it,easier to enter
the system between 1980 and 1983. However, the increasing
pressuTes~on the supply of foreign excnange 4ave deterred the
formation and growth of new enterprises.

Advantages and Disadvantages of a Large CIP

The size of the US eiP provided definite advantages from the
'vie\!pointof firms receiving large allocations. Both Mr. Thompson<
()f~;PMCO and Mr. Davidson of Dunlop agreed tnat larg~ foreign
excll-ange users cannot take advantage of CIPs and other donor _
prog~am~ tinless the programs are sufficiently big. They believe
Utacttfie GOZ feels pressure from donors and from the public to
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allocate CIP funds to as many firms as possible. Consequently,
firms such as Dunlop and ZEMCO, which may request an allocation
exceeding the amount available in a small ClP, will not receive
donor assistance. A large ClP, such as 6l3-K-60S, enabled the GOZ
to allocate foreign exchange widely and, at the same time, to meet
the demands of big critical industries, such as Dunlop.

On the other hand, Mr. Davidson observed that industries dependent
upon imports from one country become llpatterned" into that donor's
aid program. The size of the U.S. CIP accommodated the demands of
many finns, such as Dunlop, the CMB, Agricair, Rice & Diethlem,
Bell Inn, and Smitn &Bennett,wnich source most, if not all, of
their imports from the US. It also encouraged other firms to
exclude-alternative suppliers and import from the United States.
Consequently, many of Zimbabwe's critical industries have become
dependent upon elP allocations to source equipment and raw
materials. Firms Which must source their goods from the United
States expectedly suffer serious setbacks as a result of the
withdrawal of the eIP~ Tne position of firms with alternative
suppliers is not mucn better, since ottler aid recipients have
already been patterned into other ~onor programs. The elP
participants surveyed expressed concern over the reliability of
tne United States as a donor. Tney have approached other donors
with little success, and they are now staking their future on
countertrade and the continuation of their basic allocations.
Many, Such as Berkshire International and Smith &Bennet, have a
bleak view of the future and the viability of their enterprises.

D. The Virtues andShoTtcomings of U.S. Suppliers

Without exception, the elP participants surveyed were pleased with
the quality of U.S. goods. Firms with alternative suppliers of
imports generally selected U.S. suppliers first on the basis .of
aid availability and secondly on the basis of quality. Bell Inn's
breeding operations depend greatly upon meeting certain
standards. Although Mr. Belinsky, the proprietor, could import
from Canada or Australia, he indicated that the high quality of
American Herefords made the United States the most desirable
supplier. Industrial Farming &Development has imported petroleum
jelly from West Germany and Belgium. Al thougn it sourceS of
i mp'ort s are de t e r mi ned m0 s t I y on the bas i s 0 f. aid a va i I a b i litY,
Mj".Sibanda noted that its u.S. imports were of much better
quality. u.S. suppliers were also commended for their
reliability. They seldom failed to make deliveries, and their
shipments were normaly complete and intact.

On the negative side, firms SUCh as CPL (Pvt) Limited, which
imported cellophane and aerosil paper under the eIP, found U.S._
imports to be high-priced as a result of the overvalued U.S.
dollar and the depreciated Zimbabwe dollar. Duly &company stateq
that U.S. suppliers often lack export expertise. It had received
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shipments which were not properly packed. Vitafoam had shipments
which were not complete. Mr. Little of Vitafoaiil said that U.S.
suppliers failed to realize the consequent problems for importers,
since late shipments are much more difficult to clear through
Customs •. Berkshire International, along with other participants,
had problems with suppliers and the U.S. bank regarding the
implementation of letters of credit. However, many firms stated
that U.S. and Zimbabwe banks and U.S. suppliers were now more
famili:ar with the program and that the CIP operates smoothly from
their viewpoint.

E. Participants' Evaluation of the CIP

The CIP participants surveyed were, without exception, pleased
with the conception, adminJstration, and operation of the
program. They found that the AID Commodity Management Officer,
John Lewis, kept them well informed and "las able to resolve any
difficulties, particularly those with U.S. banks or suppliers.
TheCIP was handled through the GOZ's present allocation system,
and procedures did not vary from the standard ad hoc application.
Firmsli.hich had received eIP allocations from other donors claimed
that the U.S. eIP was the Uquickest, cleanest, and simplestll• The
U~~.,.CIP allocations did required more time for the GOZ to. process
tnana standard ad hoc .allocation, according to some firms.
Howev,er, oth.ers aid not observe any difference. They simply
expr~ssed concern over the slowness of the allocation system as a
whole •

.M.r~rhompson of ZEMeo was intef,ested in waIVIng the requirement to
~outc~ goods directly from the US. Caterpillar recently mov'edi~s

asselJl'bly of smaller tractors~ Which are in high demand in
ZiDlQab\ie, to Brazil, France, and Japan. These tractors still have
a high degree of US content. Other importers were interested in
sourcing goods with US content from Outside the US under the elP.

Firms surveyed did not seem as concerned about the cost of USCIP
shipping requirements as they were about the infrequency of US
ships sailing to Durban. ZEMCO's deliveries had been delayed as a
result of no ship sailing immediately for southern African ports.

Finally, participants doubted the reliability of the US as a
donor. Mr. Sibanda of Industrial Farming &Development stated
that long-run assistance would improve the framework. within which
a firm's budgeting and investment planning decisi0I!s are made.

IV. MANAGEMENT AND ADMINISTRATION OF PROGRAM

A. Responsibility

The responsibility for the management and monitoring of the CIP
was. divided hetween theGOZ and the Mission. On theGOZ side, the
re~ponsibili(ies were divided among the Ministry of Finance,
EcoHomicPlanning and Development, the Ministry of Trade and
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Commerce, tne Ministry of Industry and Technology and the Ministry
of Lands, Agricultural and Rural Resettlement.

The Ministry of Finance, Economic Planning and Development (MFEPD)
had primary responsibility for the program. Their
responsibilities included the following:

1. It participated in the development of the PUlls.

2. It carried the primary responsibility for negotia~iDg the
agreements for the GOZ.

3. It signed the eIP agreements on behalf of the GOZ.

4. It coordinated the preparatioQ of and presented the
conditions precedent to disbursements, called for by the
agreements.

5. It coordinated the allocations of foreign exchange to the
various public sector entities participating in the
program.

6. It formally notified the Ministry of Trade and Commerce
of the amount of funds available for allocation to the
private sector, and the terms and conditions of the
program.

7. It received and accounted for the local currencies
generated under the foreign exchange transactions.

8. It deposited the local currencies in the Special Account
in the Reserve Bank of Zimbabwe, and to the extent
practicable, placed these funds in interest bearing
accounts so as to accumulate additional funds for the
Special Account.

9. It selected the U.S. banks that were to receive tbe
A.J.D.-issued letters of commitment.

10. It provided guidance to tbe local bank.s who participated
in the program, including establishing the requirements
for their participation. .

At the time of the design of the first CIP in 1982, the GOZf S
foreign currency allocation system was reviewed by the eIP design
team. On the basis of this review and the recognized management
capabilities of the GOZ, a decision was made to integrate the CIP
funds into the GOZ's system to the e~tent that this was possible,
taking into consideration A.I.D.'s requirements on source/origin~

etc. Therefore t the Minis tric:s of Trade and Commerce and Indus try
and Technology shared the responsibility for allocating the CIP
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funds to the private sector. The Ministry of Industry and
Technology was responsible for all allocationsusad for importing
raw materials, intermediate goods and manufacturing equipment,
while the Ministry of Trade and Commerce was responsible for all
allocations to dealers or representatives to import goods for
resale. The Ministry of Trade and Commerce also had the
responsibility of formally notifying all importers regarding their
receipt of an allocation under the program, maintaining records on
the funds being allocated and issuing all import licenses for
transactions funded under the CIPs. Allocations involving
agricultural equipment, live animals, cattle embryos, etc. tiere
cooTdinatedwith the Ministry of Lands, Agriculture and Rural
Settlement by the Ministry of Trade and Commerce.

On the Mission side, the responsibility for the managelfient and
monitoring of the program was shared by the Commodity Management
Office and the Controller. The Commodity Management Office w~s

responsible for the following:

1. Coordinating and participating in the preparation of the
PAADs, drafting the agreements, and the negotiation of
the agreements.

2. Drafting all implementation letters related to the CIPs.

3. Providing gUidance to all involved GOZ ministries
concerning the implementation of the CIPs, in terms ~f

A.I.D.'s requirements.

4 .. Reviewing all proposed allocations in terms of A.I.D.'s
requirements, and obtained AID/W prior approvals Where
required by the A.I.D. Commodity Eligibility Listing.

S. In coordination with MFEPD, establishing procedures for
all local banks to act as approved applicants unde.r the
CIPs, so as to permit them to open letters of credit
under tne A.J.D.-issued letters of commitment.

6 .. Providing gUidance and information to the banks and the
private sector regarding the implementation of the CIPs.
A pamphlet, included herewith as Annex B, was developed
by the Mission's Commodity Management Office to provide
information on the operation of the ~rogram and A.I.D.
regUlations, and distributed to importers and potential
importers interested in the progra~. .

7. Monitoring the allocation of funds, the issuance of
letters of credit by the local banks, the shipment of
goods by the U.S. suppliers, and the payment of the local
currencies by the local banks to the Ministry of
Finance. This aspect of the program included the
maintenance of records on each of these func~ions.
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8. Assisting tne local banks and importers in resolving
problems related to commodity imports and payments.

9. Assisting the public sector importers in carrying out
their procurements in accordance with A.I.D's
regulations, including the preparation of invitations for
bids, requests for quotations, and, in certain cases,
waivers authorizing sole source and proprietary
procurements.

10. Supervising the arrival accounting and end-use checks for
the commodities imported under the programs.

11. Providing guidance to Mission management and the Embassy
regarding the implementation of the CIPs.

The Mission Controller was responsible for monitoring the deposits
of local currency into the Special Account in the Reserve Bank of
Zimbabwe, reconciling these deposits with the AID/Wdisbursement
reports, coordinating with MFEPD the establishment of interest
bearing accounts and the deposit of funds from the Special Account
into those accounts, and administration of the Trust Fund Account.

B. Mission System for Monitoring and Managing Program

The Mission's system for monitoring and managing the CIPs involved
tracking the funds from the time an allocation was made to an
importer by the Ministry of Trade and Commerce, until an end-use
check was completed. In order to carry out this function~ the
Mission worked with a local software company to develop a computer
program for monitoring each step. As the allocations were made by
the Ministry of Trade and Commerce, all pertinent information on
the allocation was entered into the system.

The next documents generated under the program were the letters of
credit opened by the local banks on behalf of the importers who
had received allocations. The Mission received a copy of each
letter of credit, as wel~ as any amendments, with the pertinent
details from these documents being entered into the monitoring
system. Each letter of credit required that a set of shipping
documents be sent to the Mission. As these documents were
received, the pertinent information was entered into the system.
As disbursements were made under each letter of credit by the U.S.
bank, the local banks were notified and would collect the local
currency countervalue. They would then transmit a 'check to the
MFEPD, providing the Mission with a copy of each transmittal
letter, which showed the amount of U.S. funds disbursed under the
letter of credit, the date of the disbursement, the exchange rate
and the total amount of countervalue generated. This information
would then be placed in the monitoring system.
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Tbe information available from this system was found to be
extremely helpful in monitoring and managing the program. For
example, allocations for which letters of credit had not been
opened ~itbin tbe allowed 60-day period could be identified and
follow-up actions initiated to determine if the funds should be
re-allocated or if the importers needed more time to finalize
their contracts; payments by the local banks to the MFEPD could be
monitored, including total local currency generations under the
program; utilization of funds under individual allocations could
be monitored, so that any residual funds under completed
transactions could be recovered and re-allocated, and, as terminal
disbursement dates approached. analyses could be carried out to
determine if the program would be completed within the established
time frame. The information was also useful to the Mission when
reconciling disbursements reports from AID/W with the reports from

- the local banks and the reports prepared by MFEPD for the Mission
Controller.

C. Financing Method

There was a concerted effort made to design the eIP so that its
implementation would parallel normal commercial practices as
closely as possible, with an emphasis on the maximum involvement
of the private sector. In view of this concept, coupled with the
types of commodities that were to be funded, the. bank letter of
commitment method of financing was determined by the Mission to be
the most practicable. Under this arrangement, all commerciai and
merchant banks operating in Zimbabwe were designated as "Approved
Applicants tf by MFEPD. ThUS, each of the 9 banks was permitted to
opeon letters of credit under the elP. The purpose of permit.ting
all banks to open letters of credit under the program was toallo\i
the importers to transact their business under the eIP with th.e
same banks that they used during ~heir normal course of business.
Therefore, if the importer required credit to pay for the
transaction, this could be more easily arranged. In order to
better serve (and keep) their customers, it was found that all the·
banks vereanxi~us to participate in the program.

The local banks opening the letters of credit were held
responsible by MFEPD for collecting all countervalue generations
under each letter of credit. To formalize this arrangement, each
bank. provided a written guarantee to MFEPD to this effect.
Following discussions with MFEPD, it was decided that payment of
local currency by the importer would be required as soon as the
local bank. received notification of a disbursement -by the U.S.
letter of commitment bank. The exchange rate would be the
official rate in effect on the date of the disbursement. The
banks' agreement with MFEPD included a requirement that they would
collect the. local currency from the importer wi thin IS days of the
notice of disbursement by the U.S. bank, and forward a check in
the amount of thecountervalue to MFEDP. Since the banks were
responsible for collecting the local currency generations, the
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burden of determining the creditworthiness of their customer
rested with them. Accordingly, they would in some cases make
arrangements through the letters of credit to receive all shipping
documents, which they would hold until payments were received from
the importers. They would then release the documents to the
importer to clear the goods from Customs. In other cases, usually
involving longtime customers, they would permit the shipping
documents to be sent directly to the importer.

At the design stage of the eIP, the Mission discussed with the
MFEPO the desirability of having the importers deposit 20 percent
of the value of their letters of credit at the time their banks
opened tJle letters of credit. The MFEPD, for administrative
reasons, preferred to wait until the funds had actually been
disbursed under a transaction, before receiving any of the
countervalue.

At the time the CIP started in 1982, several U.S. bank were
anxious to participate in the program by being designated to
receive a letter of commitment from A.I.D •• Part of tnis interest
stemmed from the fact that they were trying to penetrate the
financial market in Zimbabwe, and this was a good means for
gaining a certain amount of exposure. During the course of
disbursing the funds, the MFEPD, who was responsible for selecting
the U.S. banKS to receive the letters of commitment, divided the
business between four banKs, all located in New York. In the
main, tnis method of financing worked fairly efficiently. One of
the primary problems encountered by the local banks with the US
banks was obtaining information on all disbursements related to
individual letters of credit, on a timely basis. This was
especially true with regard to interest charges claimed by the
U.S. L!Comm banks to cover the use of their money from the time
they made a disbursement until A.I.D. reimbursed them. Over the
course of implementing the program, arrangements were worked out
with some of the banks; however, this issue continued to bea
problem throughout the life of the program. Also, the AID/W W-214
Report on Disbursements under the CIPs would have been much more
usefUl if each disbursement it reported had been identified with a
reference number available to the Mission. Due to the lack of any
reference, the reconciliation of disbursements reported to the
Mission by the local banks and AID!W was a v~ry time consuming
process.

D. Program Compliance

The A.I.D. regulations and grant agreements covering the eIPs
required that certain procedures be complied with during the
course of implementing the CIPs. One of the important
requirements in the agreements was that a minimum of 80 percent_of
the funds had to be allocated to the private sector, with the
balance being available fOT use by the public sector. In fact,
during ttle course of moni toring compl iance wi th the requirement,
it was found that the percentage allocated to the private sector
was closer to 85 percent.
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The responsibility for commodity arrival accounting and end-use
checks rested with the Mission. A system was devised for
combining the arrival accounting and end-use checks. Mission
p..ersonnel would calIon each importer and review the documentation
on the transactions involved, specifically the import license,
which would show that the items had entered Zimbabwe and had been
cleared from customs. At the same time, the end-use check would
be completed. In those cases where the importers were not the
end-users, but had sold the items to end-users, random samples of
the~tems would be checked with the end-users. Experienceshowed
that imports by the private sector were virtually always cleared
promptly from customs and either sold or used to marufacture other
products. While the public sector imports were always promptly
cleared from customs, there were instances when the items were not
placed in use as quickly as they should have been. Therefore, all
public sector procurements were sUbjected to end-use checks~

Pri6r to funding being made available for certain commodities,
such as agricultural products, computer equipment and
pharmaceuticals, it was necessary for a "prior approval tl to be
obtained from AID/W. The Mission was responsible for identifying
these items prior to an allocation being finalized, and
coordinating the approval with AID/W. Since in some cases this
was a protracted process, especially with regard to computer
transactions, AID/W eventually evaluated the situation in Zimbabwe
and give tne Mission an ad hoc authority to approve all computer
transactions for the private sector. Since there were several
million dollars worth of computer equipment funded under the CIPs,
this proved to be especially useful, in that it reduced the time
required for making an allocation for such equipment from weeks to
one or two days.

The Mission also had responsibility for coordinating all
procurements by the public sector under the program, to assure
that they complied with the A.I.D. rules and regulations. Through
the assistance of the Office of Procurement in Washington, these
transactions, in most cases, went smoothly. It was found that
when delays were encountered in completing such transactions, they
were often related to the time reqUired for specifications to be
reviewed in AID/W.

E. Transportation of Commodities

Transportation of commodities to land-locked countries is always a
problem,and Zimbabwe is no exception. It is estimated that over
95 percent of the commodities funded under the CIP were
transported through the South African ports of Durban and Port
Elizabeth. In the early stages of the program, many importers
were purchasing goods on a elF South African port basis, and us~ng

foreign exchange from the Zimbabwe Reserve Bank's "invisibles
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account" to cover the cost of moving the goods inland. As foreign
exchange became more scarce, MFEPD brought an end to this
practice, and required that all allocations be made on a ClF
Zimbabwe basis, so that all foreign exchange costs related to
transportation and insurance would be covered under the CIPs. In
order to accommodate this requirement, the U.S. shipping lines
serving the southern Africa ports made arrangements to issue
through bills of lading from the United States to Zimbabwe. These
procedures were adopted by the business community and, while there
was the occasional problem, they generally worked very smoothly.

F. Disbursement Rates

The demand for the funds under the CIPs far exceeded availability,
thus there was no need to consider any k.ind of incenti-ve scheme to
encourage importers to use the program--as has been the case in
other countries where similar programs are being implemented.
Disbursement rates are, of course, directly related both to how
quick.ly the funds are allocated to importers by the GOZ and to the
types of items being imported, as some items have far shorter
delivery schedules than others. In general, the allocations under
the. CIPs were completed in a timely manner and most items imported
had relatively short delivery schedules, which resulted in what is
considered a good disbursement rate for the program. It was,
however, found under the first CIP that some importers would~ for
reasons related to cash flOWS, seasonal activities, construction
schedules, etc., hold allocations for a considerable period of
time prior to drawing import licenses, placing orders and opening
letters of credit. In order to keep the program moving, the
allocations letters from the Ministry of Trade and Commerce were
revised to inform the importers that letters of credit must be
opened within 60 days from the dates of the letters, unless
otherwise authorized. In order to open the letter of credit, it
was necessary to draw the import license, and the import license
was valid for a period of 6 months. There were, of course,
exceptions granted to this requirement; however, the net result
was that it kept the program moving at a steady pace.

The following information shows the disbursement rates from the
beginning of the program in 1982 through July of 1986. The
relati~ely low disbursement rate in 1982 reflects the fact that
the agreement was signed in April, the first set of conditions
preced~nt to disbursement had to be satisfied, allocations made,
goods ordered, shipments completed and disbursements made by the
U. S. banks.

1982
1983
1984
1985

Obligations

$58,000,000
52,000,000
31,000,000
13,000,000

Disbursements

$ 5,024,609
47,073,533
56,383,649
32,475,791



- 23 -

During the first 6 months of 1986, the disbursements under the
CIPs totalled $8,776,205, which is a grand total of disbursements,
up to that time, of $149,733,787 out of a total amount of
$158,750,000.

EachCIP agreement included an established disbursement period of
18 months from the date of the agreement. It was found that these
dates had to be extended under each of the CIPs for two basic
re.asons: first, it took. considerably longer to finalize some of
the public sector procurements due to requirements for preparing
competitive specifications and undertaking the formal competitive
procurement procedures; and, second, once an importer completed a
transaction there would frequently be residual amounts of funds
remaining in the individual allocations, which, when added
together, made a sizable amount available for ne~ allocations.
For any future CIPs, consideration should be given to using a
24-month disbursement period.

v. ECONOMIC IMPACT

A. Allocation of Foreign Exchange in Zimbabwe

The CIP is administered through the GOZ's foreign exchange
allocation system. This system must be clearly understood in
order to evaluate the CIP's impact in Zimbabwe.

The present foreign exchange allocation system was created
following the imposition of sanctions against Rhodesia. The
system has not been modified significantly over the P3st
twenty-one years, although some reforms were made after
independence. There are several classifications for foreign
exchange allocations; namely, direct government allocations, basic
allocations to the private sector, ad hoc allocations to the
private sector,and allocations for new projects/activities.

Every six months, the Reserve Bank of Zimbabwe and the Treasury
determine the amount of foreign exchange available to the public
and private sectors. Due to uncertainties regarding the balance
of payments situation, actual allocations are made every thre.e
months. The Import Planning Section of the Ministry of Trade and
Commerce calls for bids for the use of foreign exchange by
government ministries and departments, statutory bodies, l~cal

authorities, commerce, industry, the mining sector, petroleum
users,and other users of foreign exchange. Each request is
analyzed and then placed under one of thirty-two sub-heads by
tariff categories. Data to support each request will come from
relevant ministries, particularly either the Ministry of Industry
and Technology or Ministry of Mines. Some of the sub-heads are as
follows:
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electricity
petroleum fuels and lubricants
army and air force maintenance
government maintenance (most ministries procure
through the private sector, but some items can be
imported by government directly)
maintenance of statutory, bodies, parastatals, and the
University of Zimbabwe
regular commercial imports, handled by the Commercial
Import Controller
regular industrial imports, handled by the Indus~rial

Import Controller
new projects
(a) building projects are reviewed by the Building

_Projects Committee;
(b) industrial projects are reviewed by the

Industrial Projects Committee of the Ministry of
Industry and Technology;

(c) commercial projects are reviewed by the
Commercial Projects Committee of the Ministry of
Industry and Technology and the Ministry of
Trade and Commerce;

(d) mining projects are reviewed by the Ministry of
Mines;

(e) government ministries, departments, parastatals,
local authorities, and University development
projects are reviewed by the Ministry of
Finance, Economic Planning, and Development;

"mining imports
fertilizers, pesticides, and raw ma~erials

coal and coke imports
computers
grain and sugar bags
earthmoving equipment
liquid petroleum gas
completely knocked down passenger and commercial
vehicle kits (a limited number of assembled vehicles
are imported)

The Ministry of Trade and Commerce informs the Treasury of foreign
exchange demands for the next six-month perio4. Since foreiln
exchange reserves cannot meet the demand, the thirty-two sub-heads
are re-analyzed to determine where cuts can be made. All
ministries concerned participate in these negotiations to
prioritize import requests.

Below is a breakdown of the GOZfs established import priorities
and estimates of the share of total foreign exchange allocated to
each priority:
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(1) petroleum and fuels, medical equipment and
pharmeceuticals,and critical inputs not manufactured
in Zimbabwe (30 percent);

(2) mac~inery and spares, and industrial raw materials
(20 percent);

(3) commercial and industrial inputs, for which shortages
are occasionally allowed (40 percent);

(4) desiraole, but non-essential items (5 percent);

(SJ luxury items (5 percent)

Once the ministries conclude these negotia~ions, foreign exchange
is then allocated to the public and private sectors.

1. Public Sector Allocations

Allocations to the government are made in order to repay £oreign
debt obligations and to provide for direct government imports.
Zimbabwe's debt service is expected to represent 30 percent of its
1986 exp9rtearnings, while general public sector consumptian
should account for 19 percent of GOP (gross domestic product).
TheGOZ meets most of its import demands through the private
sector. For example, ZEMCO imports Caterpillar equipment and
spares from the US which it then sells to CMED for use by
government ministries. In this case, the GOZ is the end-user of a
private sector allocation. A strong and symbiotic relationship
has developed between the public and private sectors.

The private sector can receive allocations from any of the
sub-heads. In some cases, it receives foreign exchange to import
an item for apriority sector, e.g., mining equipment. For the
most part, private firms receive al1o~ations from regular
commercial (for re-sale) or regular industrial (for production)
imports.

2. Basic Allocations to the Private Sector

The basic allocation is determined by a firm's historical
consumption and allocation of foreign exchange. A firm's pre-UDI
(that .is, from 1965) use of foreign exchange determined its
initial basic allocations, and that initial allocation, in turn,
served as the benchmark for subsequent allocations~ The
determination of basic allocations by historical use of foreign
exchange, therefore, favors pre-UDI recipients, who are able tc
maintain their "stake" in the system, and disadvantages new
entrants. The system consequently relegates other criteria, such
as economic efficiency or comparative advantage, to secondary
importance.
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Tne Commercial Import Controller, a government employee of the
Ministry of Trade and Commerce, but physically located in the
offices of the Zimbabwe National Chamber of Commerce, administers
both basic and ad hoc commercial allocations, while the Industrial
Import Controller, an employee of the Ministry of Industry and
Technology, situated with the Confederation of Zimbabwe
Industries. is responsible for industrial allocations. If the
amount of foreign exchange available for basic allocations changes
significantly from that of the previous period, then that change
will normally be reflected evenly across the board. If foreign
exchange resources are cut 25 percent from one period to the next,
then virtually all firms will have their basic allocations reduced
by 25 percent. If there is only a small change, then the
Commercial Import Controller or Industrial Import Controller will
consider expanding or contracting the importation of certain
tariff items.

Once the determination is made for each tariff item, all listed
importers of the item will receive an allocation established by
the "basic" quota. At this point. allocations become a relatively
simple exercise. If a firm's quota to import an item is I5
percent and if Z$lOO thousand will be allocated for the
importation of that item then the firm receives Z$25 thousand as
part of its basic allocation. The license issued to a commercial
importer permits the importation of a specific tariff item. These
licenses do not allow the importer to shift from one tariff item
to another.

The total industrial allocation is broken down by industrial
div~sion then by individual firms within each division. An
industrial allocation may be used to import items under a number
of tariff items which have been approved for that particular type
of manufacturing operation. The strict prioritization of
commercial imports does not apply to industrial imports.

Appeals to the system are possible and consist of making an
application to the relevant import controller, who reviews and
forwards the appeals to the relevant ministry. The appeal process
involves the application for an adjustment to a firm's foreign
exchange allocation through the ad hoc system.

3. Ad Hoc Allocations

The ad hoc allocation system provides foreign exchange to
supplement basic allocations. Each ministry has a reserve of
foreign exchange for contingencies and emergencies. The
Commercial Import Controller can approve an ad hoc allocation of
up to Z$2.5 thousand, whereas the Industrial Import Controller can
approve ad hoc allocations up to Z$5 thousand. Ad hoc requests
above those limits are referred to the Joint Allocations
Committee. The ad hoc applications must include specific
information regarding the use of the funds as well as a statement
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from the end-user. Tnese requests are vetted by the appropriate
impo:r;;,t controller and ministry officials, who investigate the
applicant's use of regular allocations, check for improprieties,
and verify the pro-forma invoice. Requests for adjustments
usua.lly exceed by sixteen times the amount of foreign exchange
available for ad hoc allocations, while the requests for basic
al16cations are generally three to four times the amount
available. No firm or enterprise can receive an ad hoc allocation
without first being granted a basic allocation. The allocations
tend to reflect the GOZ's import priorities.

CIPs from the US and other donors are channelled through the ad
hoc system. However, a firm must make a separate applicationfor
each ad hoc it needs and a different and separate application for
each donor's CIP. CIPs are all handled separately. A firm cannot
make a general ad hoc application and expect to be considered
automatically for any relevant CIP as well as regular ad hoc
allocations. In this manner, the CIPs add to the paperwork and
bureaucracy of the system. Marv firms, such as Vitafoam (Pvt)
Limited, have a fulltime employee to investigate donor aid
programs and make ad hoc applications. Smaller firms which cannot
expend such resources on paperwork, e.g., Rice and Diethlem (Pvt)
Limited, are seriously disadvantaged. Recently, a private
consulting firm in Harare began publishing and selling a quarterly
list of CIPs available and their rules and regulations.

4. New Projects/Activities Allocations

The foreign exchange allocation system has given the GOZ
significant control of the private sector's access to foreign
exchange. It has limited the expansion of some firms and the
establishment of new firms requiring imports. New firms can
obtain foreign exchange, but their applications must be approved
by the the New Projects Committee. The criteria upon which the
Commercial Projects Committee bases its decisions are presented in
Annex E. Although one criterion is that the importer demonstrate
the ability to import an item or items at a substantially lower
foreign exchange cost than any existing importers of the item(s)
concerned, taking into consideration comparable standards of
quality and after sales service, there is no provision that the
importer sell the item for less. However, the benefits of
increased competition are implicit in the allocation and do not in
and of themselves serve as sufficient justification for an
allocation. Once the Commercial Projects Committe~ makes a
positive decision on an application, the importer will be
classified on a separate list for two years. If the recipient has
demonstrated efficient utilization and justification of its
foreign exchange allocations, then it will be entered on the list
of those firms receiving basic allocations.

Figures for new allocations are not available, but members of the
allocation committee reported that no more than one or two firms
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received new allocations from the Industrial Import Controller,
and no firms obtained new allocations under the Commercial Import
Controller in 1985. Between lS80 and 1983, new firms and
importers registered with the GOZ found it easier to obtain their
initial allocations. Foreign exchange was not so scarce until
1982, and the GOZ was anxious to fill with new entrepreneurs the
void left by whites who emigrated. The system targeted "emergent
businessmen," who in some cases lack.ed business skills and
expertise import goods, and in other cases, they made greater
profits by selling their allocations than by importing the items

B. Donor Funded Commodity Import Programs

Between 1980 and 1985, the Ministry of Finance, Economic Planning,
and Development estimated that donors providedZ$596 million of
aid that was tied to the purchase of commodities and equipment.
This estimate, which may be considerably understated, represents
35 percent of the total aid disbursed during the period.

Frout1980 to 1985, China, Yugoslavia, and France Provided over 90
percent of their disbursed assistance to Zimbabwe through the £lP
me(:hanism, while Switzerland, Japan, Italy, Canada, and the
Netherlands provided over 60 percent through the mechanism. Not
le.ss than 30 percent of the assistance of the major donors (those
providing over Z$25 million in assistance) was channelled through
CIPs. The U.S. CIP represented 42 percent of the total U.S.
assistance to Zimbabwe.

The United States was first to introduce the CIP mechanism in
Zimbabwe. Consequently, other donors followed the U.S. lead and
patterned their programs after the U.S. example. GOZ officials
and CIP participants commented throughout the survey, however,
that the U.S. CIP had the fewest restrictions and that it was the
"cleanest, quickest, and simplest" program. For a description of
other donors' eIPs, please refer to Annex F.

Recently, countertrade or barter deals have emerged as a new "aid"
mechanism. Some donors may initiate or help to organize a
countertrade, but the terms of such deals generally lack. any
concessionary element. Countertrade accounts for just 2 percent
of Zimbabwe's total trade, yet its role a means to finance
Zimbabwe's internationals trade is growing. 'Almost all
countertrade arrangements thus far have been with Eastern ~loc

countries and have involved "distressed" Zimbabwean goods.
Distressed good are those for which international demand remains
low. Zimbabwe has used tobacco and asbestos for countertrade.
Between 1983 and 1985, Zimbabwe had US$40 million in countertrade
with BUlgaria, another U5$35 million with East Germany, US$8
million with Romania, and US$7 million with both Hungary and
Czechoslov·akia. Tht: US company Goodyear has had a countertrade
~proposal approved to exchange heavy equipment tires for Zimoabwe
tex.tiles. The Austrian tobacco monopoly will soon exchange
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pharmaceutical raw materials for Zimbabwe tobacco. The major
problems encountered in countertrade include brokers' commissions
ranging between 30 and 100 percent, the low quality of goods
imported,and the further depression of prices for Zimbabwe's
distressedigoods as some trading partners "dump" these goods on
the inte~national market.

C. Composition and Complementarity of ClP Imports

The CIP wa.schannelled through the GOZ's foreign exchange
allocation system in order to disburse funds as quickly as
possib1e,and to support the system to prioritize Zimbabwe's
import needs. The lack of change in the composition of Zimbabwe.'s
imports from 1978 to 1984 indicates that the GOZ's administration
of import priorities did not change as a result of the
introduction of the CIP. This is confirmed by the following table.

PERCENTAGE DISTRIBUTION OF ZIMBABWE IMPORTS BY SITC

SITe Classification

(0)
(1)

(2)

(3)

(4)

(5)
(6)
(7)

(8)

Food Products,
Beverages,
Tobacco
Crude Materials,
Non-fuel Items
Minerals, Fuels
Electricity
Animal/Vegetable
Oils and Fa ts
Chemicals
Manufacturers
Machinery,
Transport, Radio
TV
and (9) Misc.
Manu. Items and
Other

1978

1.2

0.3

3.3

22.9

0.1
15.0
17 .3

25.3

14.7

1979

1.8

0.4

3.4

29.5

0.4
13.9
17 • 2

23.1

10.4

1980

3.5

0.5

3.2

24.1

0.8
13.5
18.5

10.3

1981

1.5

0.2

3.3

20.8

0.8
14.0
19.3

32.2

7.9

1982

1.0

0.2

3.5

16.• 5

0.6
11.6
14.5

40.7

11.4

1983

2.0

0.3

3.9

21.1

1.1
14.2
14.5

34.4

8.5

1984

7.0

0.2

3.2

21.4

0.9
14.8
14.8

31.1

6.5

Source: Government of Zimbabwe: Statistical Yearbook, 1985

The table above reveals that there has been little variability in
im.port allocations from year-to-year. The only SITe groups showing
high variability (as measured by the coefficient of variation) are
SITe 0 (Food Products) and SITe 4 (Animal or Vegetable Oils and
Fats). These variabilities reflect Zimbabwe's sustained .drought
during the period 1982 to 1984. All other SITe groups show
exceptionally low year-to-year variation. The coefficients of
variation are low in comparison to those of neighboring countrie.s;
they reflect a lack of adjustment in the method of allocating
foreign exchange for Zimbabwe.
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The distribution of imports financed through the CIP is given in th~

ta.ble' below.

PERCENTAGE ALLOCATION OF CIP IMPORTS BY SITC

- CIP Program -

0 1

0 0

8 3

6 0
7 28

10 10

(0)

(1)

(2)

(3 )

(4)

(5)
(6)
(7)

(8)

Food Products

Beverages,
Tobacco
Crude Materials,
Non-fuel items
Minerals, Fuels
Electricity
Animal/Vegetable
Oils and Fats
Chemicals
Manufacturers
Machinery,
Transport, Radio
TV
and (9) Misc.
Manu. Items and
Other

604

o

o

o

o
21

2

62

14

605

2

o

2

4

2
18
20

37

16

605A

o

40

28

606

2

40

17

The major difference between the allocations under the U.S. CIPs and
tne general GOZ allocations is in SITC 3 (Mineral Fuels and
Electricity), Which were not imported under the program. If this
category is excluded, then there are no maaor differences between
the allocations made under the U.S. ClP an those made under the
general GOZ allocations. This finding indicates that the U.S. ClP
complemented Zimbabwe's i~port needs, as determined by the GOZ.

Under the U.S. program, fewer funds were allocated for foodstUffs,
non-fuel crude materials, and manufactured items compared to the GOZ
average. This is generally due to the competitive pricing ~nd

comparative advantage that other countries have inthe~e goods. The
United States was the favored source for machinery and equipment,
transport, and electrical equipment. There is no systematic
observabl._ bias in the allocation of CIP funds which cannot be
explained within the scope of U.S. comparative advantage in the
region or AID regulations. Although Zimbabwe has received U.S. food
commodities, they were not financed under the CIP.

D. TheCIPand Economic Efficiency

The major constraint on economic development in Zimbabwe since
indep~ndence has been the shortage of foreign exchange. A periodic
survey done by the RAL Merchant Bank of Zimbabwe since November 1984
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reveals the opinions of those in the private sector regarding
production constraints. It shows that the number one constraint in
the manufacturing sector has been foreign exchange. While 70
percent of the respondents cited this problem in November 1984, 90
percent of the respondents identified it as their primary problem in
August 1986. Shortages of raw materials and lack of manufacturing
equipment or other productive capacity are the two next significant
problems mentioned. They are both related to the shortage of
foreign exchange. Raw materials are frequently imported, and
foreign exchange shortages have necessitated cutbacKs of those
inputs. Meanwhile, the GOZ assigns priority to spare parts over new
equipment, thereby diminishing the potential productive capacity of
individual firms and discouraging new production techniques. Forty
percent of the firms surveyed in August of 1986 mentioned a lack of
orders or sales as a significant problem.

Government Policy and the Manufacturing Sector, April 1983, a study
prepared under the direction of Dr. Doris Jansen and, therefore,
more commonly k.nown as the "Jansen Study," developed some reasonably
simple but analytically valid methods to measure efficiency. Jansen
suggested that the utilization of foreign exchange among Zimbabwean
industries should be measured in terms of economic efficiency. In
her analysis, she converted all prices of tradeables into comparable
international prices. Her domestic resource cost ra~io is the ratio
of domestic factor costs in social prices to value added (revenue
minus tradeable imports) in social prices. This methodology
measures the opportunity costs of using domestic factors in
production and social profitability, and can compare efficiency
across various products and firms.

Since completion of the Jansen study, there have been large
devaluations of the Zimbabwe dollar. Consequently, some industries
which the study labelled inefficient are now efficient. The GaZ and
business have argued that the measures of efficiency proposed in the
Jansen study are too global in scope and static in their analysis.
Therefore, in their view, the applicability of the study's proposals
is undermined. The study adopts a short-run perspective and, as a
result of this myopia, does not foresee changes in efficiency
through the industrialization process. The Jansen study also
ignores the variability of input and output prices, which may make
an industry temporarily inefficient. It was faulted for itsnarTow,
incomprehensive analysis of the strengths and.weakn~sses of the
manufacturing sector and of tne entire panolply of relevant
government policies.

This last criticism of the study is perhaps the most formidable.
The manufacturing sector is subject to a labyrinth of government
controls affecting labor, wages and prices as well as foreign
exchange. Changes in the foreign exchange allocation system without
changes in other areas of control will not produce the increaseS in
production given in the Jansen study.
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The evaluation team adjusted the ratios in the Jansen study to
reflect the devaluation of the Zimbabwe dollar and the degrees of
ca}>acity utilization in the manufacturing sector i.n order to
determine which industries, operating at comparable capacities, are
the most or least efficient. The industries herei.n are listed in
four categories; within each category, industries are not listed in
order of efficiency.

The most efficient industries are:

meat slaughtering and processing
bakery products
sugar refining, confectionary
other food products
beer, wine and spirit manufacture
footwear
fertilizer and insecticide manufacture
soaps, detergents, and toilet preparations
plastic products
glass and glass products
agricultural implement manufacture

Relatively efficient industries include:

grains, animal feeds
dairy products
tobacco products
cotton ginning, textiles (including the Cotton Marketing
Board)
knitted products
pharmeceuticals
paints and industrial chemicals
rubber products
pottery
cement and bricks
light metal products
industrial electrical equipment

Relatively inefficient industries include:

soft drinKs
clothing
sawmilling, wooden products
furniture
printing and stationery
heavy metal equipment
transport equipment

Very inefficient industries include:

cotton ginning, textiles (excluding Cotton Mark.eting Board)
paper products
ZISCO (steel)
non-ferrous metals
household electrical equipment
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Many industries that Jansen listed as inefficient protested on the
grounds that they expolted and thereby earn foreign exchange. This
argument assumes that if a firm exports, it cannot be inefficient.
However, the survey revealed that a number of firms export their
products at a loss in order to maintain a market toehold and to
justify their foreign exchange allocations. As long as the Zimbabwe
dollar remains overvalued, then a firm will find it profitable to
export, even if it incurs a loss, in order to acquire foreign
exchange permitting additional imports and production. By keeping
production lines as long as possible, a firm can spread its overhead
costs over a larger quantity of items. A firm's exports also
establish a base for future basic allocations. Most of these
exports, however, are destined for the southern Africa region and do
not earn the hard currency that the firm consumes.

The evaluation team, to the extent possible, classified the U.S.
crps according to whether efficient or inefficient industries were
lik.ely to benefit from the allocations. CIP 613-1-604 (1982-83) had
the largest proportton of allocations going to efficient industries
(plastics, rubber, paints/industrial chemicals, and the Cotton
Marketing Board). The next CIP, 613-1-605, had the least efficient
allocation due to sizeable allocations to non-Cotton Mark.eting Board
cotton ginning and textiles, soft drinks, paper and non-ferrous
metals. The 613-1-606 CIP was relatively efficient due to decreased
allocations for the relatively ~- efficient industries and greater
emphasis on plastics, rubber, foutwear, and paint/industrial
chemicals.

Unfort~nately, there is no clear trend towards allocating CIP funds
to more efficient or less efficient industries, since the GOZ does
not award allocations on the basis of efficiency or comparative
advantage, but on historical use of foreign exchange. The lack of
any clear trend reflects the Gal's lack of initiative in reforming
the allocation system.

The foreign exchange component of the CIPs was first intended to
facilitate the "reconstruction and rehabilitation of the economy."
A secondary objective of the CIP was to introduce domestic firms and
consumers to U.S. commodities in order to expand the market for
American goods. In the case of Zimbabwe, the evaluation team found
that a number of producers were already using American products as a
result of license requirements, difficulty sourcing from other
countries, competitive pricing from U.S. suppliers, dependability,
or traditional sourcing. A number of businessmen tried American
imports for the first time under the CIP. In general, they
commented that U.S. products were exceptionally high in quality and
that U.S. suppliers were extraordinarily reliable. Many firms
surYeyed heavily emphasized this last point, since they had
experience with other foreign companies which could not produce the
items they agreed to ship.
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Many new Zimbabwe users found American goods very expensive, partly
due to AID's regulations regarding shipping. While some U.S. goods
were priced competitively, many others were not due to the
then-overvalued US dollar. In such cases, firms used their basic
allocations to purchase from cheaper sources.

Zimbabwe trade figures indicate that there has been a substantial
increase in the importance of U.S. imports.

ZIMBABWE IMPORTS FROM THE US AND USAID CIPs

Item

Zimbabwe imports from
US (Z$ millions)

As percent of total
Zimbabwe imports

CIP disbursements
CUS$million)

ClP disbursements
(Z$ millions)

CIP disbursements
as percent total
Zimbabwe imports
from US

1981 1982 1983 1984 1985

74.4 _103.5 100.4 111.5 184.9

7% 10\ 9\ 9% 12%

o 5.0 47.1 56.4 32.5

o 4.5 52.1 84.7 53.3

0\ 4\0 52% 76\ 29%

Sources: Government of Zimbabwe: Statistical Yearbook 1985, and
USAID!Zimbabwe.

The figures presented in the last row may be slightly inaccurate,
for a disbursement of CIP funds late in one year might only be
reflected in Zimbabwe's import figures for the following year.
Imports of American commodities have been increasing since
independence; by 1985, the U.S. had established itself as the second
largest source of imports for Zimbabwe. The CIP funded over
three-quarters of total U.S. exports to Zimbabwe in 1984. Since
Zimbabwe was already purchasing over the Z$100 million level, it is
difficult to claim that the CIP increased th«L level of trade from
what it would have been otherwise. The relatively high price of
U.S. goods at that time probably resulted in trade ,diversion and a
decrease in economic efficiency in Zimbabwe. This hypothesis would
be disproven, however, if it could be established that the CIP
showed Zimbabwe the trade creation possibilities of purchasing
American products.

It is possible that the CIP either replaced normal Zimbabwe imports
or maintained the level of imports from the US in the face of an
overvalued US dollar. The latter appears unlikely, for imports from
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the US increased in 1985, even though the level of eIP disbursements
fell. This increased trade in 1985 supports the argument that the
eIP caused some permanent shifts in Zimbabwean trade towards the
US. The eIP may have convinced some firms to source their products
from the United States, even through their basic allocations, as a
result of exposure to American products. Another likely hypothesis
is that as Zimbabwean firms purchased equipment from the United
States, they became dependent upon the United States for spare
parts. Overall, the data available since the reduction in the elP
is insufficient to prove or disprove any trade creation hypothesis.

E. Impact of the CIF on Domestic Production

Attempts to measure the macroeconomic effects of the CIP are
hazardous at best, for information available does not indicate
whether or not firms receiving eIP allocations were representative
of the private or productive sectors. All of the firms interviewed
during the survey claimed that they would have had to curtail
production drastically or go out of business if it were not for the
elP. In general, these interviewees stated the eIP prevented
production cut-backs between 30 and 50 percent. Almost all
indicated that the eIP had saved their firm. Moreover, every firm
interviewed proved itself to be a critical link in the Zimbabwean
economy. Only one firm surveyed produced items which could be
deemed as luxuries or non-essentials. None produced items which
could be considered frivolous.

An analysis of the import content of manufacturing production
indicates that every Zimbabwe dollar of imports results in Z$I.JO to
Z$I.25 worth of domestic value added. However, this analysis
measures only the direct impact on the importing firm.

A 1982 study by the Confederation of Zimbabwe Industries (eZI)
entitled "Foreign Exchange Cuts and Manufacturing," included the
effect of foreign exchange inputs on total production. The eZI
wanted to measure the total impact of a cut in foreign exchange
allocations on the "primary-using" industry and on the output of
dependent secondary industries. A firm which relies heavily upon
imports for its end-product may serve as a critical link. in the
economy's chain. In that case, the dependency of the economy on
imports is understated if only the output of the "primary using"
firm is estimated. The CZI found that each Zimbabwe dollar in
foreign exchange contributed Z$5.00 dollars in value added. It
broke down the results for eacn industry in a manner approximating
the SITC. The industries which had the greatest amount of local
value added for each imported dollar were beverages/tobacco,
foodstuffs and non-metallic minerals. The industries with the least
amount of local value added but contributing at least Z$3.00 to
domestic value added included the textile, clothing, and footwear
industries.
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Vitafoam (Pvt) Limited offers an illustration of the economic chain
effect. It is 100 percent dependent upon imported chemicals an~

machinery to manufacture foam. It consumes U5$3.6 million in
foreign exchange each year to supply 75 percent of the domestic
market with foam. The only domestic value added is labor
contributed by 160 employees. packaging, and transportation.
Although foam may not appear to be a critical industry, 30 thousand
jobs in seven secondary and related industries, including furniture
manufacturers, require it as a critical input. the furniture
industry is rapidly increasing its export market and cannot continue
expansion without Vitafoam supplies.

The elP provided substantial allocations for the importation of
tractors and other farm equipment which indirectly impact the food
processing industry. A minor proportion of the elY provided
assistance to the soft drink and tobacco industries. Essentially,
the elP did not help those industries generating the highest
domestic value added. Most of the eIP has been channelled to
industries whose products have little domestic content.

The CZI expects that if its study were conducted again today, the
results would show that each Zimbabwe dollar of foreign exchange
generates roughly Z$4.00 domestic value added. The industries
assisted by the elP would probably create a level of domestic
content between Z$2.50 and Z$3.00 for every Zimbabwe dollar of
imported £oods. Using these results, the evaluation team determined
that a U5$10 million (Z$16 million) reduction in the CIP in 1986-87
will reduce value added (GDP) in Zimbabwe by approximatelyZ$40
million. This is equivalent to a reduction of one-half of one
percent in GDP. Were half the goods imported by the eIP used
directly in manufacturing, a decrease in manufacturing value added
of up to I percent would result.

A cost/benefit analysis of the CIPs foreign exchange element would
basically indicate that every dollar of foreign exchange provided
under the CIP yielded Z$2.00 worth of domestic production. This
analysis even includes the adjustment of domestic prices to reflect
the overvaluation of the Zimbabwe dollar and the effect of price
controls. If all the CIP's foreign exchange went into raw materials
used in the production process, then the internal rate of return
would be approximately 200 percent. Since much of the CIP's foreign
exchange went to the purchase of equipment and spare parts, the
actual internal rate of return ought to be even higher in light of
the finding of the CZI study.

Despite the large returns to imported items, Zimbabwe cannot borrow
the needed foreign exchange on international markets, since such
borrowing will not generate the foreign exchange to repay the debt.
The domestic value added by imported items is in local currency and
sold on domestic or regional markets.
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In 1983, the CIP probably contributed directly to the production of
2.3 percent of Zimbabwe's GDP. This figure rose in 1984, the year
marking the largest disbursement of CIP funds, to roughly 3~8

percent of GDP~ Even in 1985, the CIP imports were responsible for
approximately 1.7 percent of GDP. The importance of the CIP on
manufacturing output as a percentage of output was nearly twice that
of the effect of GDP.

Donors' CIPs are becoming increasingly important to the
manufacturing sector in light of the declining value of industry's
basic allocations.

BASIC FOREIGN EXCHANGE ALLOTMENTS AND MANUFACTURING PRODUCTION
Indexed: 1981 = 100

Six Month Basic Industry Purchasing Real Value of
Period Alloc Index Power (Z$) Allocation

1981 I 100.0 100.0 100.0
II 97.8 96.9 94.8

1982 I 83.6 96.8 80.9
II 73.9 88.5 65.4

1983 I 70.1 75.9 53.2
II 66.2 71.1 47.1

1984 I 53.5 66.5 35.6
II 53.5 56.5 30.2

1985 I 54.3 52.2 28.3
II 69.8 45.3 31.6

1986 I 71.3 41.8 29.8
II 71.3 40.0 28.0

Index of
Manufact

100

99

97

92

104

109

Note: The Basic Industry Allocation is figured in Zimbabwe dollars
and then indexed. the Purchasing Power of the Zimbabwe dollar is
measured in terms of its exchange rate against the IMF's SDR. The
Real Value of the Allocation is the basic allocation in Zim~abwe

dollars times the purchasing power of the Zimbabwe dollar.

Sources: First three columns, Zimbabwe Banking Corporation,
"Economic Newsletter," 1/31/86 (updated by its author); last column,
Table 8.8, Statistical Year Book 1985, Government of Zimbabwe (1985
and 1986 updates based on estimated increaseg in production given in
Standard Chartered Bank's "Economic Bulletin,- Zimbabwe," September
1986).

The column on the international purchasing power of the Zimbabwe
dollar exaggerates the fall in the external value of the Zimbabwe
dollar. The SDR does not include in its basket the South African
rand. Since South Africa accounts for around one-fifth of
Zimbabwe's trade and since its currency has declined against the
Zimbabwe dollar, the actual fall in a "trade weighted" basket of
currencies will be less than indicated. However, the SDR is easy to
use and it provides a good approximation of the fall in the
purchasing ability of allocations in Zimbabwe dollars.
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In addition to the nearly 30 percent drop in the allocation of
Zimbabwe dollars to the industrial sector, these allocations
continue to purchase less foreign currency. current allocations can
purchase only one-fourth of the foreign exchange they could during
the January to June period of 1981. Despite this devaluation,
manufacturing production fell just slightly through 1984, before
increasing substantially in 1985. Production growth of 5 percent is
estimated for 1986.

There are several explanations for this anomaly. First, the
allocation index relates only to the basic industrial allocati~ns.

During this period, commodity import programs (of which the US CIP
was the largest) contributed sUbstantial amounts to meet industry's
foreign exchange needs. Zimbabwe Banking Corporation's June 30,
1986 Economic NeWSletter, "Foreign External Assistance to Zimbabwe
1980-1985,iI stated;

The elP assistance financed an annual average of approximately
20 percent of imports by commerce and industry over the past
five years with the figure rising to one-third of private
sector imports in 1984 and 1985. This largely explains why,
for example, it was possible to sustain industrial production
despite declining global import allocations from the country's
own foreign earnings.

Manufacturing could not have maintained its levels of production
without substantial donor assistance. The World Bank's Export
Revolving Fund also provided significant foreign exchange resources
to the manufacturing sector. Secondly, the fall in the Zimbabwe
dollar is overestimated using the value of the SDR. A
trade-weighted bask.et of currencies, heavily dependent upon the
value of the South African rand, determines the exchange rate of the
Zimbabwe dollar. Thirdly, Zimbabwe industries are able to maintain
production because allocations have heavily emphasized spare parts
and the up-k.eep of existing plant and equipment. UDI adapted the
private sector to shortages and made it resourceful. Finally, the
foreign exchange allocation system is able to channel its resources
so that any deleterious effect on production are kept to a minimum.

F. Effect of the elF on Employment

The result of the survey indicated that the elP had only a small
direct impact upon employment. Labor legislation enacted after
independence seriously discourages firings and lay-of£s.
Consequently, many firms Which have curtailed production have a pool
of idle and unproductively employed workers.

The latest data available from 1983 indicates that the manufacturing
sector employed l73~400 people. That year industrial allocations
were around Z$Z65 million. This admittedly crude, static and global
analysis indicates that the average manufacturing worker is
supported by Z$1.5 thousand of imported goods. Allowing for
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inflation since 1983, this analysis would claim that the average
manufacturing worker now is supported by roughly Z$Z thousand of
imports. Therefore, a US$lO million reduction in the eIP will leave
an additional 8 thousand workers, or 5 percent of manufacturing
workers, unproductively employed.

G. Effect of the eIP on Balance of Payments

Zimbabwe's balance of payments received substantial support from
donor assistance. Commodity import programs amounted to US$349
million from 1981 to 1985. This amount equals 7 percent of total
imports during the entire period, and CIPs accounted for 10 percent
of total imports in both 1984 and 1985. Eighty to one. hundred
percent of the donors' CIP funds available were earmarked for the
private sector, which therefore benefitted heavily.

It is impossible to determine precisely the amount of foreign
exchange earmarked for specific purposes, but approximately 80
percent of the Z$78 million made available by twelve donors through
CIPs in 1985 went to the private sector. That amount would be
equivalent to increasing the manufacturing sector's basic
allocations by almost 50 percent if all those resources were
directed to that sector.

The figures suggest that CIPassistance financed approximately
one-fifth of commerce and industry's annual imports over the past
five years, and one-third of the privatesector 1 s imports in 1984
and 1985. Without the resources made increasingly available through
elP mechanisms and the World Bank's Export Revolving Fund, Zimbabwe
would not have been able to maintain its level of imports with its
own export earnings. Industrial production would have fallen
significantly.

H. Effect of the Program on Policy Dialogue

There are two elements to the elP; the provision of foreign exchange
to purchase imports from the US, and the subsequent use of
counterpart funds (local currency) generated from the imports to
finance development projects and programs. The foreign exchange
element operates under existing GOZ mechanisms with minimal
interference from AID. AID, therefore, has implicitly accepted the
GOZ' S foreign exchange allocation system and 'has not attempted to
modify it.

It is questionable whether the U.S. program has ever been large
enough to permit a dialogue on the entire allocation system, the
general scope of government control, or other policy issues related
t~the GOZ allocation system. The Mission has used other funds to
commission studies on certain issues, but it has not undertaken_any
formal policy dialogue. The grant agreement for the elP 613-1(-605
included an annex which indicated that the GOZ had independently
taken a series of policy steps designed to stimulate the economy,
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mana.ge demand and promote exports. The annex further indicated that
the elP intended to provide additional resources to underpin and
render more effective those adjustments and stabilization measures.

VI. DEVELOPMENTAL IMPACT OF elP

A. CIF's Relationship to Development Objectives

The 198Z elY listed the three goals of US assistance to Zimbabwe as:

(1) to help create a mUltiracial, democratic state;
(Z) to improve the quality of life for the poor black. majority;
(3) to assist the GOZ in achieving self-sustained equitable

growth.
-

It .. continued: ttA major determining factor [in the administration of
the elF) has been our recognition that the central administration of
the. GOZ is probably the most capable and most efficient in .Africa.
F()rthis reason, the USAID strategy is to rely heavily onGOZ
capability for planning and implementation of their own development
programtt •

The foreign exchange component of the CIP was designed to strengthen
"the productive sector by making additional imported commodities
available for procurement by private and public entities and
enabling them to playa more active role in national
reconstruction/rehabilitation and development task.s." The local
currency generated was to "be used to support a range of Government
programs for reconstruction and development [activitiesj in the c

education, health, agriculture and small-scale enterprise sectors. tt
Subsequent CIPshave mirrored these precepts with only slight
modifications.

AID has .made a distinction between providing foreign exchange to
the private sector in order to support larger macroeconoiJ'llc goals,
and allocating local currency for development projects and
programs. A further distinction can be made between growth and
development. Growth necessitates increases in the value of major
ec.onomic variables, such as income, employment, and production.
Development requires changes in the composition of the major
economic variables, e.g., changes in the distribution of income and
wealth.

Obviously, there exists a link between growth and development.
Growth (metaphorically, an expanding pie) facilitates development
and opens options to society. Growth may not be possible without
development's changes in economic relationships.

The CIP illustrates a strong relationShip between growth and
development. Foreign exchange allocations are based upon an
existing system which serves the interests of existing
businesspeople and manufacturers. The elP increased the foreign
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exchange available in the system and enabled the private set tor to
maintain or increase levels of production, employment, and income.
It did not change the composition or distribution of the ensUing
benefits.

The local currency component of the CIP was designed to facilitate
changes and development. Thus, the developmental impact of the CIP
lies mo~tly within the local currency component, which will be
analyz~din a separate evaluation.

B. Complementarity of the CIP with Other Donor Programs

The U.S. CIP served as a model to guide the GOZ and other donors.
Tne eIP gave the GOZ considerable flexibility and discretion by
operating through existing mechanisms. To this extent, the CIPs of
various donors have complemented each other.

Donors did not meet and agree on general terms for CIPs, nor did
they coordinate the sectorization of their programs.. The United
States targeted some of its CIP resources to agricUlture, while
othet~donorsfavoredother sectors or offered non-targeted
assistance. Nevertheless, the CIP mechanism \Worked from the GOZ's
viewpoint because Zimbabwe requires imports from many sources in a
variety of sectors. The widespread adoption of the CIP programmatic
form may have reduced trade diversion.

VII. CONCLUSIONS AND RECOMMENDATIONS

The evaluation team had extensive information and resources placed
at its disposal. As a result of interviews with Zimbabwean
businesspeople, bankers, economists, GOZ and USAID officials, it was
able to gather a great deal of firsthand information and insights.
Various publications provided addi tional and useful figures. and
analyses. Reviewing the past performance and impact of elPs
613-1(-604, 613-K-605 and 605A, and 613-1(-606, the evaluation team
made the following conclusions.

1. Macroeconomic Impact of theCIP

Th~ CIPhad a deep and significant impact on the Zimbabwean economy
asa whole and on the private sector in particular. Individual
firms stated during the course of the survey'that their production
levels would have dropped 30 to 50 percent if they had not received
allocations under the CIP. According to the eZI, at the peak of the
Clprsdisbursements in 1984, CIP imports were responsible for 3.8
percent of GDP and approximately 5 percent of total employment. It
then financed 75 percent of US imports in Zimbabwe.

2. Impact of the Wi thdrawal of the CIP

The 10550£ the US$lO million 1986 elP will result ina 0.5 percent
reduction in GDP and an additional reduction in productive
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employment for 8 thousand people. From 1980 to 1985, donors'
commodity import programs represented 30 percent of the private
sector's foreign exchange allocations; the US Clf accounted for 20
perc~nt of all commodity import assistance. Therefore, the
elimination of the CIP in Zimbabwe will have a deleterius effect on
the entire economy but particularly on the privatesector,which
received the lion's share of the assistance. In some cases, the US
was the sole source of certain imports; in other cases, it was the
best quality or cheapest source. Most firms which reqUired ~r

preferred US imports were naturally channelled into the GIP. Since
their ad hoc allocations will be cut as a withdrawal of the CIP,
theywill1t"ave to reduce their imports or seek alternative
suppliers. Without the CIP, US exports to Zimbabwe will decline,
but to what extent remains uncertain.

3. The GOZ's Foreign Exchange Allocations System and the elP

AID was able to implement the CIP and disburse funds quickly and
efficiently by using the GOZ's existing allocation system.
Established businesses were familiar with the system and thus able
to tak.e advantage of the CIP easily. The historical basis upon
whicll fore i gn exchange a lloca t ions are awarded does discourage new
entrants to the system. Since the primary objective of the CIPwas
to facilitate the rehabilitation and reconstruction of the economy,
the decision to work the program through the GOZ's existing system
was well taken in the historic context.

4. Impact of CIP on Individual Firms

Evidently, the eIP saved several firms-from bankruptcy and
maintained the viability of others. It provided raw materials and
equipment essential to individual firms as well as critical
industries and the national economy. Some firms, such as Berkshire
International, doubt that they will be able to stay in business
without the CIP. The program established not only good business
relationships but also goodwill and a positive impression of the
United States.

5. AID'S Management and Administration of the CIP

The Commodity Management Officer, John Lewis, managed and
administered the CIP exceptionally well. According to the firms
surveyed, he kept CIP-users well informed, responded quickly to any
questions or concerns, and resolved any difficulties arising with US
banks and suppliers. CIP-users found the program's rules to be
clear and direct, and the actual operation of the program tobe more
efficient th-1n that of any other donor. They generally stated that
it took the GOZ approximately six months longer to process a U.S.
elP allocation than a regular ad hoc allocation. GOZ officials also
stated that from their viewpoint,"the U.S. program had the fewes-t
rest~icti~ns and was the simplest to administer.
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TheCIP, along with other bilateral assistance to Zimbabwe, has been
indefinitely suspenued. The evaluation team's recommendations will
not have any immediate impact in Zimbabwe but may prove useful in
the future. In light of current US-Zimbabwe relations and tile
findings stated above, the evaluation team offers the following
recommendations for any future CIPs.

1. An evaluation of the Gal's foreign exchange allocation system
should be preformed prior to commencement of the CIP. Such an
evaluation would uncover and anaiyze inherent strengths,
weaknesses, and biases within the system. The evaluation
should be done in close cooperation with the GOZ, for its
officials are well aware of the system's shortcomings. They
have expressed a desire to reform the allocation system, but
Zimbabwe's present balance of payments problems have created a
"management-by-crisis" situation, in which long-run needs and
reforms are overshadowed by immediate crises. By offering a
large CIP, the US may help the GOZ to implement necessary
changes in the allocation system. An evaluation of the
allocation system may also enable the US to offer a small CIP
addressing specific biases within the system.

2. The private sector's absorptive capacity for foreign exchange
indicates that a future CIP could be entirely directed to that
sector. The private sector is strategically important to
Zimbabwe due to its productivity, jobs, and its self-reliant
and diversified nature.

3., The eIP should not be targeted to specific productive sectors
(e.g., agriculture) or activities unless evidp~ce exists that
the present allocation system is biased against them and that
this bias undermines the economy as a whole. In the absence of
such evidence, sectorization complicates the administration of
the elP and creates distortion which may have deleterious
effects on the economy by channelling resources to one
sub-sector over another.

4. If AID and the GOZ agree that, for administrative purposes, the
minimum allocation should be US$10 thousand, then AID should
encourage the use of consolidators. Consolidators enable
several firms which require less than US$10 thousand to share
an allocation. Thus, more private enterprises could benefit
from the CIP. Also, it is possible that consolidators could
obtain better prices on larger purchases, as well as reduce
shipping costs from the US.

5. The disbursement period should be set for 24 months, rather
than 18, so as to allow for all residual funds from individual
transactions to be consolidated, re-allocated and disbursed.
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In conclusion, the evaluation team commends USAID(Zimbabweand the
GOZfor administering an extraordinarily efficient, clear and
understandable program. The elP had a major and salutary impact on
the reconstruction and rehabilitation of the private sector. It
addressed Zimbabwe's post-independence needs and objectives very
well.

The withdrawal of the elP is going to undermine severely the health
and well-being of the private sector and the national economy.
Another eIP, particularly a large eIP (e.g., US$40 million), could
open doors for a policy dialogue between the US and the GOZ in a
number of important areas, as well as assist the GOZ to meet some of
its future long-term objectives, including a reform of the foreign
exchange allocation system.

This evaluation covers only one side of the CIP. The local currency
side of the program is equally important to the foreign exchange
component, and accounts for the main developmental impact of theCIP
in the public sectoT. An evaluation of the local currency projects
funded under the CIP is currently being undertaken.
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J. INTRODUCTION

The purposes ofthe U.S.A.I.D. Commodity Import Programs (CIP) are to pro
vide badly needed foreign exchange to the Government of Zimbabwe, as well
as to generate Zimbabwe dollars for use in development programs. This pam
phlet is to provide information and guidance to importers in implementing pro
curementswhkh are to be funded under a CIP or CIP element of a larger pro
gram, as welJ as to provide information to those importers seeking foreign ex
change allocations under a U.S.A. J.D. CIP. Details regarding a particular or
specific CIP. including items to be financed. are contained in the one-page ad
dendum inserted at the back ofthis pamphlet. The addendum notes any features
unique to the particular CIP and any variations to the general guidance pro-
vided in the body of this pamphlet. .

In the event of any discrepancies between information in this pamphlet, including
the addendl!m, and the relevant Agreement or A.J.D. Regulation I, the lauer
two shaH govern. Any questions concerning a U.S.A.J.D. CIP or information
contained in this pamphlet should be directed, as appropriate, to the following
offices: Import Planning Branch, Ministry of Trade and Commerce, or
U.S.A.I.D., P.O. Box 3340, Harare, telephone number 720757.

II. IMPLEMENTATION OF THE COMMODITY IMPORT PROGRAM

A. Allocation of Funds

The decision and responsibility for the allocation of funds to the private sector
importers will rest with the Mini!ltry of Trade and Commerce and the Ministry
of Industry and Technology, and will be carried out in accordance with their
establi!lhed procedures. Each application for foreign exchange should, however,
indicate that the item(s) covered can be sourCed from the United States of
America. Upon an importer's receipt of an allocation of foreign exchange under
the CIP, the documents from the Ministry of Trade and Commen;e will inform
ht~/her of the source of the funding.

The allocation of funds to the public sector entities will be coordinated by the
Ministry of Finance, Economic Planning and Development, in consultation with
the Ministry of Trade and Commerce.

Any questions concerning aUocations or allocation procedures should be directed
to the appropriate Ministry.

B. Applicability of A.I.D. Reaulation 1

All commodity transactions financed under the CIP are subject to AID Regula
tion 1. This document sets forth, interalia. the responsiblities of the importers,
suppliers and U.S. banks who are involved in commodity procurements under



the eiP. Limited copies of A.J.D. Regulation 1 are available from the Imports
Control Branch of the Ministry of Trade and Commerce and the U.S.A.I.D.
office. Copies are, however, available for importers to use and consult in these
offices.

C. Items mllble for FIDeDclDI UDder abe CIP

It is the policy of the U.S.A.I.D. to fund only those commodities which have
been determined to be eligible in terms of general and specific programobjec
tives: U.S.A.I.D. want to assure that the commodities imported underthe Com
modity Import Program make a positive contribution to development in Zim
babwe; therefore, broad limitations on the categories of commodities that are
eligible for financing have been established. Thus, there are restrictions on the
funding of IUx~ry aoods, unsafe or ineffective products, used equipment, etc.

Commodities eUsible for fundina by A.I.D. under the Commodity Import Pro
Iram arethose listed in the A.I.D. Commodity Eligibility - 1983 Edition. Copies
of the document are available for review in the U.S.A.J.D. office. In addition
to the requirements of source, origin and compOnentry, the commodity must
be unused and may not have been disposed of as surplus by any governmental
agency. The following related costs to a commodit)' transaction are also eligi
ble for fmaneing:

(1) Commodity related sen1ces, including transportation, marine insurance,
port charges, equipment installation or erection, and the training of personnel
in the operation, use and maintenance of the equipment.

(2) Bid bODds or IUllrandes ud performance bonds or luarandel,provid
ed that the principal amount of the bond or guaranty docs not exceed the amount
custl'lnary in international trade for the type of transaction and commodity
involved.

(3) U.S. bank cballes related to processing and making payments against
letters of credit issued under the A.J.D. Letters of Commitment.

D. Authorized SoalU of ProcuremeDt

AU commodities financed by A.I.D. under the elP mustmcct tests of H source",
Horilin" and "componentry".

(1) SoaKe
The source o(procurement under the CIP is the A.J.D. Geosraphic Code 000,
which is dermed by A.I.D. as the United States of America, the District of Col
umbia, and areas of U.S.-associated sovereignty (including trust territories).
"Source" means the country from which a commodity is shipped to Zimbabwe.
However, where a commodity is shipped from afree port or bonded warehouse
in the form in which received therein, "source" means the country from which
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the commodity was shipped to the free port or bonded warehouse. Therefore.
commodities shjppcd from the U.S.A. to a bonded facility may be funded under
the elP, provided aU other requirements of A.J.D. Regulation I are satisfied.

(2) Origin
Additionally, commodities must be of Geographic Code 000 ongm. The
"origin" of a commodity is the country or area in which it ie; mined, grown,
or produced. A commodity is produced when through manufacturing, processing
or substantial and major assembling of components a commercially recogniz
ed new commodity results that is substantially different in basic characteristics
or in purpose or utility from its components.

(3) Componentry
"Components" are the goods that go directly into the production of a com
modity. A.J.D. componentry rules for commodities produced in Geographic
Code 000 are as follows:

(a) If the commodity contains no imported componentry it is eligible
for A.J.D. financing.

(b) Components from Free World countries are limited according to the
following rules:

(i) They are limited only if they are acquired by the producer in the
form in which they were imported.

(ii) The total cost of such components to the produ.-:er of the. com
modity (delivered at the point of production of the commodity) may [;ot ex
ceed 50 per cent of the lowest price (excluding the cost of ocean transportation
and marine insurance) at which the supplier makes the commodity available
for export sale <whether or not financed by A.J.D.).

(iii) Any component from a non-Free World country makes the com
modity ineligible for A.J.D. financing.

E. Procurement Procedures

(1) Private Sector
All procurement under the elP by the private sector importers shall be subject
to the Section :01.23 "Negotiated Procurement Procedures", as set forth in
A.J.D. Regulation I. Procurement on a negotiated basis shall be in accord with
good commercial practice. Solicitations by the importer for quotations and of
fers shall be made uniformly to a reasonable number of prospective suppliers
and all quotations and offers received, whether or not specifically solicited, shall
be given consideration before making an award. To provide suppliers in the
United States with an opportunity to participate in furnishing commodities which
may be purchased on a negotiated basis under A.tD. financing, A.tD. will
periodically publish for each cooperating country a list of commodities which
may be expected to be imported, and the names and addresses of the importers

3



which have traditionally purchased those commodities. Interested suppliers will
then make offers or furnish quotations on the products they desire to sell, directly
to the importer of these product~. A.I.D. will not puhlicize specific proposed
purchases which are to be undertaken on a negotiated basis unless specifically
requested to do so by the importer in accordance with the provisiOns as out
lined below.

If the importer elects to solicit quotations and offers for specific proposed pur
chases through publication by A.LD., A.LD. will notify prospective suppliers
of the export opportunity. Requests for such notification shall be submitted
to the Small Business Office, A.LD., Washington D.C. 20523. and shall con
tain the name and address of the importer, a full description of the commodities
required, applicable price and delivery terms and other relevan' procurement
data in terms of U.S. standards. Requests for publication may also be submit
ted to the U.S.A.LD. office for transmittal to A.I.D. in Washington .

.

A.I.D. may require that the importer furnish an abstract in the English language
and identify thereon all offers or quotations received, the offer accepted or order
placed, the price, the quantity, the name and address of all persons submitting
offers and of their principals, if any (including manufacturers or processors
of the commodity).

Notwithstanding the above, solicitation of offers from more than one supplier
is not required if:

(a) Tht' importer is purchasing for resale or processing, as the supplier's
regularly authorized distributor or dealer, a commodity which, under the terms
of the dealership or dealer agreement, the importer is preciuded from buying
from another supplier, or

(b)The importer is purchasing for resale a registered brand-name com
modity from a supplier who is the exclusive distributor of that commodity to
the area of the importer.

A. J.D. may require the importer to furnish. or cause to be furnished, to A.I. D.
documentary evidence of the existence of the relationship described in paragraphs
(a) and (b), above.

(2) Public Sedor
Unless otherwise agreed by U.S.A.I.D., all public sector procurement transac
tions under the elP in excess of U .S.$25 000 shall be carried cut in accordance
with Section 201.22 "Formal Competitive Bid Procedures" of A.1. D. Regula
tion J. The U.S.A.J.D. will assist the procuring entity in the preparation of
the invitation for bids, &0 as to include all A.I.D. requirements. The U.S.A.I.D.
will also assist in arranging the advertisement of the invitation for bids in the
U.S.A., as required by Section 201.22(b) of A.I.D. Regulation 1.

4
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For purposes of the CIP, a public sector entity is considered to be any organiza
tion which is more than SO percent owned by the Government of Zimbabwe,
as well as all statutory bodies and local authorities.

(3) Notice to Suppliers
The importer, whether private or public sector, is responsible for advising the
supplier of the following:

(a) Notice that the transaction is to be financed by A.I.D. under part
201 of A.l.D. Regulatioo J;

(b) The identification number of the implementing document (see enclos·
ed addendum for this number).

(c) The eligible source of the goods (see paragraph 0.(1) ):

(d) The delivery period;

(e) Documentation requirements.

(4) Ineligible Supllers
A.LD. maintains a h~t of Ineligible Suppliers which consists ofall suppliers
and affiliates who have been debarred or suspended by A.J.D. from supplying
commodities and comll1od~ty related services under A.I.D.-financed activities.
A list of the suppliers will be provided to all importers receiving allocations
under the eiP.

F. Financing Procedures

(1) Minimum Size of Transaction
For purposes of reducing the administrative burden of implementing the CIP,
a minimum size for an individual transaction has been set. The terms of the
CIP Agreement require that no foreign exchange allocation or letter of credit
issued pursuant to the Agreement be in an amount les's than U.S.SlO.OOO, ex
cept as the U.S.A.LD. may otherwise agree in ¥/riting.

(2) Letters of Commitment
On the basis of a request from the Ministry of Finance, Economic Planning
and Development, the U.S.A.l.D. has arranged for the issuance of a letter of
commitment by A.LD. in Washington to a U.S. bank designated by the Ministry.
In order to allow importers to use the banks that regularly handle their business,
all commercial and merchant banks operating in Zimbabwe have been named
"approved applicants" by the Ministry.

(3) Letters of Credit
When issuing foreign exchange allocations, the Ministry C}f Trade and Com
merce will advise the importer if his allocation is to be funded under the Com
modity Import Program. After drawing a "Customs Clearance Only" import
licence, the importer may then request an approved applicant bank !o open a

s



letter of credit in favor of the designated U.S. supplier. The approved applicant bank will open the lener of credit and have it either advised or confirmedby the U.S. letter of commitment bank. to the U.S. supplier. Upon shipmentof ihe goods from the U.S.A., the supplier will submit the documents requiredunder the letter of credit to the U.S. bank, which will make payment in full,unless other arrangements have been made in the leller of credit. The paymentby the U.S. bank to the supplier is made from their own funds. Therefore. theU.S. bank charge interest, at the current U.S. rate, on the disbursed funds until they are reimbursed by A.LD. Reimbursement by A.l.D. to the bank is normally completed within 48 hours, so as to bold interest costs to a minimum.These interest costs are passed on to the importer by the Zimbabwean bankas part of the U.S. bank's charges under the letter of credit;

(4) Palment or Zimbabwe Dollars
Once paymenr has been made to the supplier by the V.S. bank. they will notifythe bank in Zimbabwe, which opened the letter of credit. by an advice of payment. The Zimbabwean bank will be r"esponsible for collecting the full valucof the letter of credit from the importer and transferring the funds. to the Ministryof Finance, Economic Planning and Development. The exchange rate used wil!be the rate effective on the date of disbursement by the U.S. bank.

G. Sbipplng

(1) EHr.:ibUlty of Transport Costs
The costs of transporting the goods financed under The CIP from the U.S.A.to the point of entry into Zimbabwe will be eligible for finandng. However,A.I.D. will only finance those transportation c,~HS incurred on <lircraft or oceanvessds under the flag registry of the U.S.A. Additionally, goods may not hefinanced under the CIP if they are transported (i) on an ocean vessel or aircraftunder the flag registry of a country which is not included in the A.J.D.Geographic Code 935, as in effect at the time of shipment. or (ii) orl an oceanvessel which A.I.D., by written notice to the GoVtrllment of Zimbabwe, hasdesignated as ineligible. or (iii) under an ocean or air charter which has notreceived prior A.J.D. approval.

(2) Requirement for Cargo Preference
It is an A.LD. requirement that:

(a) At least SO per cent of the gross tonnage of all A.I.D.·financed commodities which may be transported on ocean vessels (computed separately fordry bulk carriers, dry cargo liners, and.tankers), shall be transported on privatelyowned V.S.-flag vessels, to the extent that such vessels are available at fair andreasonable rates for such vessels.

(b) At least SO percent of the· gross freight revenue generated by allshipments of A.1. D.-financed commodities transported on dry cargo liners tothe African port of discharge for onward shipment to Zimbabwe. shall be paidto or for the benefit of privately owned U.S.-flaS Uners. to the extent such vesselsare available.
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(c) When shipping is chartered for a quantitative unit of cargo, U.S.
flag vessels shall be fixed for at least SO percent of the quantitative unit, if U.S.
flag vessels are available at fair and reasonable rates, before any fixture is made
on a non-U.S.·flag vessel.

In the eveni. an impaner wishes to use other than a U.S.-flag vessel to transport
cargo being financed under the CIP, he should check with the Ministry of Trade
and Commerce's Import Planning Branch prior to finalizing such arrangements.
It should b~ noted that in such instances, the transport costs would nol be eligi
ble for financing under the elP unless approved by A.J.D. in writing.

(3) Charter of Vessels (Ocean and Air)
A.I.D. wifl not finance any transportation costs under any ocean or air charter
co\'ering full or part cargo (whether for a single voyage. consecutive voyages,
or a time period) Which has not received prior approval of A.J.D.

(4) Transshipments
A.J.D. will finance transportation costs incurred on aircraft or ocean vessels
under the flag registry of any Free World country, provided the costs are part
of the total cost on a through bill of lading paid to a U.S.-nag carrier. For
example, on an airfreight shipment from the U.S.A., the shipment would have
to originate on a U.S.-flag carrier, which would issue a through air waybill to
Harare. The U.S.-flag carrier would transport the goods as far as, say Lon
don, where they would then be transshipped on a non-U.S.-flag carrier to
Harare.

(5) Inbmd TransportatioD Costs
In additicn to financing ocean transportation costs, A.I.O. will also finance
the inlaitd.transportation costs from the African port of discharge to the point
of enteyinto Zimbabwe. Additionally, A.I.D. will finance the cost of transpor
tation of cargo to a point of delivery beyond the point of entry in Zimbabwe
provided the point of delivery, as stated in the carrier's bill of lading, is establish
ed in the carrier's tariff applicable to international shipment.

(6) Insurance
A.I.D. will finance premiums for marine insurance, including war risk, on com
modities fmanced under the CIP, provided the insurance is placed in the U.S.A.
and the loss payment proceeds are payable in U.S. dollars. Iran importer receives
directly or indirectly any marine insurance loss payment under a marine in·
surance policy financed under the CIP, the importer shaH use such loss pro
ceeds to procure from the U.S.A. the same items as replacement goods. All
orders for replacement goods shall be approved by the Ministry of Trade and
Commerce. The proceeds from loss payments must be expended for such goods
within a reasonable period of time after receipt by the importer.
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H. A.I.D. Marking Requirements

It is the policy ofA.I.D. that all items imported under the CIP be'suitnhly mark
ed so as to identify them as having been financed undcr the U.S.A. J.D. pro
gram. The term "suitably marked" as used herein means marking with the
A.J.D. red. white and blue handclasp emblem, and. in addition. for shipping
containers to be marked.w;th the last five digits ofthe A.J.D. financing docu
ment number. While it is the responsibility of the supplier to implement the
marking requirements, the importer must ad\i5e the supplier whether the item
is destined for the public or private sector since different marking requirements
apply. In the case of the public sector, all goods must be suitably marked. For
the private sector, only the export containers must be nlClrked. ~~owe':er, ifthe
commodity is not shipped in a container, then the item Itself sh::.11 be marked.

I. Utilization of Commodities

(J) Customs Clearance
Importers should ensure that customs clearance imp~rt licem:c'i fOl £ood~ fin
ported under the CIP are obtained from the Ministry of Trad~ and (",.mmerce.
and that such goods are promptly cleared from customs upon entering Zim
babwe. In no event. however. should such goods remain in customs for a period
in excess of 90 calendar days from the date of their arrival.

(2) Consumption or Sate of Commodities
Importers shaH also ensure that goods imported under the CIP are consumed.
used or sold not later than one year from the date they are removed from
customs, unless a longer period can be justified to the satisfaction of the A. I.D.
by reason of force majeure. or special market conditions or other circumstances.

(3) Re-Exportof Items Financed
Items financed under the CIP may nQt be re-exported from Zimbabwe in the
same or substantially the same form that they were imported, unless specifical
ly authorized by A.I. D.

(4) Audit and Inspection
Under the terms of the CIP Agreement. the importer shall permit A.l.D .• or,
any of its authorized representatives. at all reasonable times during the 3-year
period following the date of payment by A.l.D. for the commodities, 10 in
spect the commodities at any point, including the point of use anc to inspect
all records and documents pertaining to such commodities.'

J. Applicable Dates for Implementation of Pr~gram

F~r each CIP there are specific governing dates with respect to implemellta
tion.Each Agreement requires that no transaction may be financed under the
CIP which was the subject of an order placed or contract entered into prior
to the date of the Agreement. There are also terminal dat~s for contracting for
goods andservices t as well as terminal dates for shipping and disbursement.
These dates are included in the addendum inserted at the back ofthis pamphlet.
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'UI. DEFINITION OF TERMS

K., U.S. DeJlartmeal of Commerce Schedule "BH Numbers

Portugal
Qatar
San Marino
Saudia Arabia
South Africa, Rep. of
South Yemen
Spain
Sweden
Switzerland
United Arab Emirates
United Kingdom
Vatican City
Yugoslavia

Iceland
Iran
Iraq
Ireland
Italy
Japan
Kuwait
Libya
Liechtenstein
Luxembourg
Malta
Monaco
Netherlands
New Zealand
Norway

Afghanistan
Algeria
Andorra
Australia
Austria
Belgium
West Berlin
Canada
~yprus

Denmark
Finland
France
Germany, Fed. Rep.
Greece
Hong Kong

c. Apprond Applicant means the Zimbabwe banks designated by the Govern
ment of Zimbabwe to establish credits with banks' to make payments to sup
pliers, and incwdes any agent acting on behalf of such approved applicant.

(3) Code 941 - Any independent country in the Free World, except the
following countries and, in the case of this program, Zimbabwe:

(2) Code 935· Any area or country in the "Free World" including Zim
babwe. It excludes Albania, Bulgaria, Cambodia, Cuba, Czechoslovakia, Ger
man Democratic Republic, Hungary,Laos, Mongolia, North Korea, People's
Republic of China, Poland, Romania, Union of Soviet Sociali~t Republics and
Vietnam.

When requesting quotations for goods to be financed under the CIP. importers
should advise the suppliers to provide the appropriate Schedule "8" number
for each item being quoted. These numbers must be indudedineachletter of
creqit opened under the CIP.

A. A.I.D. Geognpbk Codes:

(1) Code 000 - The States of the United Stales, the District of Columbia,
and areas of U.S.-associated sovereignty (including trust terr~tories).

,
~B. A.I.D. means the U.S. Agency for International Development or any suc

cessor agency, including, when applicable. each U.S.A.J.D.



D.Commodlty means any material, article. supply. goods. or equipment.

E. COmmodity Related Services means delivery services ·and/or incidentalservices.

F. DeUnl)' Services means any service customarily performed i'18commercialexport transaction which is necessary to effect a physical transfer of cornmoditiesto Zimbabwe. Delivery services may also include work and materials necessaryto meet the A.J.D. marking requirements.

G. Importer means any person or organization, governmental or otherwise, inZimbabwe who is authorized by·the Government of Zimbabwe. to use fundsunder the CIP for the procurement of commodities.

H. IncIdental Sel'Ylces means the installation or erection of A.I.D.-financ.edequipment, or the training of personnel in the maintenance, operation and useof such equipment.

I. Letter of Commitment means a document issued by A.I.D.,at thercGiuestof the Government of Zimbabwe, to a designated U.S, bank. Approved applicants, who are designated by cl1e GovernmentofZimbabw~,may establishletters of credit in favour of U.S. suppliers under the Letter of Commitment.

J. Schedule B means the "Schedule B Statistical Classification of Domestic .andForeign Commodities Exported from the United States" issued and amendedfrom time to time by the U.S. Bureau of the Census. Depanment ofCommerce.

K. U.S.A.I.D. means the A.I.D. mission to Zimbabwe.
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!URVEY PARTICIPANTS

Aerial crop dusting Mr. Cru%
ca ttle breeding Mr. Belinsky
~xttle. Mr. Collin,.
rood proces.ing Mr. Bowler
Stationery Mr. campion
.ackaging IIr. Weller
Ti re "anufacturing Mr. DavIdson'0 rddealership IIr .Jerry
'lladeagency Mr. cr.ns~!ek

Manufacturer. and JIIr. Slbanda
distributors of eancUe8,
petroleulfljelly, oils, polish
Welding and retail supplies Mr. Greenwood
Pla8tic8 IIr. PalM r
John Deere dealerahip· IIr. 'uller
'oa...nufacturing IIr. Little
Caterpillar dealerahip IIr. ~ho.pson

Parastatala Mr. Dove

Agrfeai r (Pvt) Ltd.

Bell ~nn (Pvt) Ltd.
Berkahire International
Blue Itibbon roods
~ribonulII (Pvt) Ltd.
CPL (Pvt) Ltd.
Dunlop Zimbabwe Lt6.
Duly' Co. Limited
""atd L. Bateman (Pvt) Ltd.
Industrial • 'ar"inq Developllent

JUee' Diethlem Ltd.
Saltta",a Plaatex (Pvt) Ltd.
••itb • Bennet
Yitafoa.('vt) -Ltd.
1111:0
Cotton Marketing Board

"erchant Bank of Central Africa
Stahdard Chartered Bank

of Trade , Commerce

TYPE OF PIRf!/ACTIVITY

lIerchant 'ank
CbDercial Bank

Connercial Iaport Controller
Industrial Illport Controller

REPRESENTATIVE..

IIr. Read
IIr. Silaveclty

Mr. Chitanje
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COMMLRC.I.AL PROl§QTS COMMITTEE

NOTES FOR THE GUIDANCE OF APPLICATIO~

1. Ttl. Commercial projects'~8 oonoernedwitb application for allocations
ot. toreignexcharigeto be used ,to expand an existing wholesale/retail
8nterprisesor commercial 8wrvice to establish a new enterprise of
this nature. ~c c~mmittee is not" ~~wever, concernedwitb industrial
ormintng. projects. . ,

2. In examining each case the Committee considers theinformation
provided by t~e appli'oant in terms of certain criteria'l-

• I· . .

(a) whether the goods to be ·imported of the commeroial
service "rhich is to be sus tained,. Bene an essentia.l
neeC4, nmelioratesoaEdefteiency in' domestic supply or
an essex,.,tial iJ~em,2Ild/pr'leC\d to' a. sustained net
gain in for.~i~ ex.chane;A ...... '.

(c)

whether the applicant can ~how·that he would be able
,'to import, on R. cor.tjnuing basis, at a substantially
, lower fo~eign exchange oc.st than any existing importers
of ~~e item concerned ~ith comparable s~andards of
quali1;yand after saJ ~sservice. '.. .

whether,', 'fo~l<>"rl:hg a' Chang:"'Cf franchise resulting in the
right to import. ~essential product being tr~~ferred from

'one firm '0 anoth9r theexistLl"lg hclder oftha allocation
is not able-to impor~ satisf~cto~p substitute product.

. ..' .. . .

J •

(d) whether-anew ~ontinuing neeti has erisen for the
importation of additional spa~e parts or other materials
to service plant, machinery, ~tehiclcs or; equipment. for
approved 1n1us1;rial or_mining projects or, .in certain
circumstances, a6 a result cf n.e~s. arrangements.

• J •. ~

The application should cO"er t~19 following points:~ ._

'l'ariff i te:n and ~escrip.l;ion of Itho goods to be imported.
1\

The name and add.ceFn 01 the x-egistered of,ficeof thecolnpany _
and whether or not it is a resident for the purpose of excbange_
Control ..

The date of reg~.stration as a compa1~Y or the date of· the
commencement of business in_Zimbabwe_

(a)

(b)

(0)

,. In considering applications. th~ Committee takes into account all
the fa.ctQr~ listod in the follo~.dng p~:-agraph.· Applications
shoUldtheref'ore inelude~etailed information on all relevant

( aspects and give specific re~15.ef; to ee.ch qUE!stion. Owing
to the widely varying.ci;rcum~tCJ:"lCe9Df,each application there
is no special application- form andap~li('a..l"l~s 'nre free to
include. a4ditionaJ. informatio:l ,,,h:.ch they fee~', will assist

-the commit-tee- in making a decision.. 'I . _



,
(p) What amount of foreign currency is being request~d I

The appl1.oation should be forwarded to the Secretary for Trade and
~COiDlD.~ce, Private Bag 710_, Caus~way, ~ duplioate. .

<,. / . ~

,

initially
pers'!x month quota period,
based on t.o.b./t.o.r. values

Who will supply the goods and what assurances can be given of
cont~ity of supply an~ the quality of the goods.

What is the f.o.b. price per unit of the items to bEl
imported, the landed price and the sell1ng pri~eJ

I'

,"

- 2 -

Has 'the company imported goods on a "no currency involved"
basis inth~ past? If_so give details.

State the market arrangements for the goods to be imported
and give an indication by name and allooation of the end users
arid where appropriate the spe.otalized alter sales service .
that can be provided. '

What is the nature of the main business presently conducted
by tne company and what proportion of' its present activities is
concerned with the type of goods for which this application
is being made. If the application'.is approved, to what 'extent
will the nature of the b~iness be changed.

What is the size of the staff and ~abour employed and will
this inerease if the application i~ succesSful ••

Is the company linked with any other company in or <;lutside
Zimbabwe in any way? If so, give full. deta.ils.

~he names of all directors and/or par~ners.

The designation, name address and telephone number of the
cpmp~; offioer reeponsible for the application who must I

bimself sign it. '

. The grOss, annual turnover of the company.of the past
two years together with aud~ted balance Bhe~ts and prof~t and
loss a~counts., ' ,

(j)

(4)

(e)

.(t)

Does the company receive allocations·for ~y other tariff
item? If so, give details. .

_" (k) Has ·the company previously imported goods in' the tariff item
concerned on an ad hoc or for any industrial, mining or pUblic
sector project? If so give details including onlytransferes
into this tariff from other tariff., .

MINISTRY OF TRADE AND COMMERCE
·1P'JA;·

0
(1)

", (m)

\

(n)

(0)"
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an existing wholesale/reta:'l operation or a commeroial service
aI'e oonsidered by the Co,nmercial Projects COlrlDittee. This
Commjttee is not, he·....ever, acncerned with industrial or minIng
pro~ects.

Before an arpl icatl.on can- be approv~d, the committee has to be
satiefied t~at appll0ants ~~et the following oonditione 1-

- I

_,'. ·r

(a)

(4)

The applicants must either be a registered company or a
registerE'tl r:e--0per:< tivee

The app1icapts !:'lust already be trading or providing a
service which is in 1i.e with th~ goods they wish to import
for a ~riM nf' .""+ l ...-~+ 1::':'~b"& months.

The applicants must ,be operating t):oom premises Buitable tor
, the type of business they' are conducting.,

The applicc..nts must p·!.'.')duce proof that they have made adequate
arrangements to fir~ce their imports.

(e) In cases where aft.:.:-sales-service is required, the applieante
must show that they, have ILade adequate arrangements~~9:'. •
'provide thiB service.

~.' No al14tCations of fo!'ei.gn exchar.§:'e are granted for leeally produc&d
.• items and low. priority ite~s such.as luxuries. When considering

applications, th£' co-o--.:':itte;. ah:::yc takes ir.to account the availability
.of foreigl1 exchange at' the time. In order to promote Govemment'e
'decentrallsation policJ' e,!ld to avoid overtrading in certain areas, .
the commlt\l?e further €;ives higher priority to applications from
f1rmsbaeedin'centres other than Harare.

4. When consi~rir.g applicaticr:s, th2 corr.mittee thus takes into aocount
all the fac\0rs required in th? following paragraph. Applieatlons
should tpere!ore ir.cl~de detailed i~fo~ation on all relevant aspeets
and give' speetfic rc::l ies t( e-:;,cl:: rp..i.estion. Owing to the widely
varying circ~~tances of eash afflication, there is no special .
application lQl"1C and p..pplicants are free to include $dditional ,
informat1on wh~h tiley feel will assist the committee in making a
d.ecision. ,. . ,

S. 1he application should oover the following points a-
I•

\

(a)

(b)

(e)

(d)

. , - ",

Tariff It"~ and description of the go~s to'be imported.

The name in "'Vhich the business is registered-, physical
and postal ~\Jruss and whether or not it is resident for
exchange con:rol purposes.

\

The date of .~gistr3.tion and registration number of ~tb8 .' .
company inclui.,i.ng the date ot oommencement otbu8Ine88 'in
Zimbabwe.• ' A C:flpy of the o~rtit1cate of incorporation
has to be atta'hed. .

The names of a:.: dir~ctors and/orpartnere. Each director
and/or partn~r ::hould i"urther declare and state the' names "
of other cot'lpan~es in receiptor cOlIID&rci~ and/or" ,,-" •.. -
industrial' foreh.."n eu.rrenov .11ft~.-t:itm. nr w"'."k ..... 1.10...

4. -.



(g) Is the c07.rany linked \Jith any other company in or outside
ZimbabwE:: in an.)' 'tla:y? If so. give full details •

(r)

. (h)

I:

(1) .

the compa'''w offiCGr responsible for the'- application
who mustllimself!herself sign it.

The gross annual turnover of the COli'pany for the pa.st
two years together with audited balance aheetsand profit
and loss ;'.;.ccouni:s. If the c01'.""pany has been tracling for a
period of less than two years, then a ,provisIonal balance
sheet together with profit and loss accounts has to be,
provided ,for the period during weich the COlllpCly haa been
trading.

What is th~; nature of the main business presently conducted
by the CO:T:p'ai1Y and !what proportion 01' its pres~nt activities
.is·concerned with the type of goods for whlchthls application
is being made. If tha application is approved, 'to what
extent will the nature of the business be chqed'

\/ha.t is t~.-2 si ~~e of tb~ s taft and lacour employed and wlll
this incr~ase if the ~pplication is successful?

(j) IDees the corr:9on;>' receive cllocations for any other tariff Item?
If so, give details.

(k)

..
- *

Has tLecorr::' 'v:y previously- fr..ported goods in the tariff
i tern con(~er:wd on an ad hoc or for any industrial o mining
or publi(~ sector ?r()ject? If so give dttails including
any transfers jnto this tariff froUl other tariffs,

c

(1) Ha.s the CCl'''oany i!'!l'~orted goods on a "no currency ir'1lVolved"..,. _ ..I

basis or thro'...1gh the Preferential Trade Aree,1n the"
past? If £0, give details.

(m) State the market arra~'~Gements for the goods to be imported and
give an indication by nar.e and allocation of the en4 users
and, where aprr0rriat~, the specialized after sales
service t.!13.t c'~n be provid.:::d.

(n) 'Who will lsu,ply the goods ~tnd what assurances can be given
of landed price and the ~elllng price?

()1:' ToP.' 'nl:' 'l\ln rtr,", -, '" 1"11"'

(ii) per ,six ll!onth quota period,
"based on f ob!for val1.les?

for Trade and
Bag 7706, CJ.U~,:.'\>I2.Y. in duplicate.

(0)

(p) Has thecornpany, ever had any allocations withdrawn.•,
Ifac, pl(~2.E"<·v"\11 ... ; ... "'h~ e1ro:umstance.

What amount of foreign currencyisbe~ngrequeste~
_ .. , a_ _ •.•fJ~' .,. ,. ~ , '~:If ·t..",....~ ·.,' " ~ .•~· '~4',·4 ..

.......... • '_ .,_,•. ~. ,-: .. ..-" ..... ea •• r -. - ...... _. .. "

(i) initia.lly



DESCRIPTION OF OTHER DONORS' COMMODITY IMPORT PROCRAMS

AU8.tralta

Since independence, U12 .111ion has been given to the COZ f"r the purchase of
looci.of Auatalian orisin. Roughly 60 percent of the funds have been
designated. for thE; private sector while the remaining 40 percent has fone to
tbe public sector.

Be18uia

In 1981-82, Belgui. aade available Z$2 .illion for the purchase of raw
uterials and capital equipment from klguilll for Zimbabwe's private sector.

Canada

In 1985, C$14.7 ai11ioD vas made available to the private sector for i.ports
with at least 67 percent Canadian content~ The minimum allocation was C$lO
thousand. Raw materials received prefer~nce under the Canadian program, while
foodstuff., consumer goods, and military equipment were excluded.

'inland
o

FKKS5 .i11ion plus Z*lO al11ion have been allocated priaarily for tbe purchase
of fe.rtilizer. " fore.try equipment, wood pulp, alnlnl equipment, power
tran.fonaer., and consultancy eervices. Eighty percent of the funds are tied
to ttle iaportal:ioD of 'innish co.odities vhile the reat il untied aid. The
fuadaunder thjL. program are available to both the public and private .~ctora.

'ranee .-
France hal provided FF1U52 million and Z$14 ml11ion under its CIP. Initially,
80 percent of the funds were designated for the private sec tel' with the
remainder for the public sector. Hvwever, new regulations .tipulate that the
FrenehCIP funds must go entirely to the private sector for the .importatlonc.f
goodlwith at least 90 percent French content and a .inlaum allocation of
Z$650thousand. -The .inlmu. allocatlon 1s relatively.high, 80 companies are
allowed to ahare an allocation.

Italy

I~aly is eurr~ntly proViding US$lO million to th~ privat~ s~ctor for Italian
l1$iport s.



8'1.61 al1110n baa been.adeavailable to the private sector to purchase Dutch
goods.

Norway

A total of NICJt96 .lliion.ba. been provided to the private sector for the
laportation of Morvegianco-moditiea.

Sweden

SBKl'O .il1ion bas bee" .ade available for the puchaae of SWedish
co.-odltles~ Balf of tbe funds is allocated to the private ••ctor, and the
other half i. Inade available to the public sector. The late.tSwedish ..CIP
allocated S/8 of its funds to the public sector primarily for the importation

,orspere parts and machinery_

.,.'0.111ion has' been provIded for the lllpOrtation of captla! ,000s and
iqluptlent with 100 percentSw1•• content. 1'he ainiaua transaction i. S.ISO
tbou••nd, and no distinction is "ade between the public andpriva~e sector.

united Kingdoll

O~L33 IIlllion has been prOVided to import items with 90 percent UK content.
Initially, the UK CIP funded commodities needed for the production of
Zillbabwean exports, but the program 's restrictions were 8ubsequentlyloosened
to include all foreign exchange applicants_ The JnOst recent UK CIPallocated
2/3 of its funds to the private sector, primarily for rural development
projects, and the remaining 1/3 to the public sector, lIIainly for the
ilnportation of UK vehicles.

•
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85186
FORECAST

85/8.6 , 86lS7
ACTUAL DIF,E'RENCE FORECAST

,_ CffMG8
frOM1i81j
.I\c'f't) .

. ,

CUltRtNTEXPENOITtJRE

CAPIT1\L EXPENOITt'RE

NET LONG-TEP~ L0~NS

COVERNMENT I~'VESTMENTS..
'HO~'I'-TERM LOhN~

TOTAL tXPENOIT~r~

.._-..........----------,-------~~~
TAXES, FEES & RCC"C'VERIES

FOREICN AID GR1\NTS

TOTAL' ~EVENUE

BASIC-DEFICIT

2 e04

344

180

12

9

3 348
"

2 410

130

2 540

808

2 913

224

189

13

-30

3 309

2 516

100

2 616

693

+3,9

-35

+5

8,3

n.a.

-1,2

+.,4

-30

+3,0

-14,2

3 4P6

3"~

173

18

25

4 045

2 ~J5

1~2

29~7

1 048

+2",0

+53

-8,5

+39

r. •••

+22,2

+12,7

+-;2

+14,6

"'51,2

~!'P1\'YME~"'OF BOP.P.OWINGS

GROSS BORROWINO nr-:Ol'·IR'f:MENT
.. .. .. .. .. _. .... .. -."" ....... ,' _0 •• .. _ .. .. _ .... .'_ •• 'c•.:, .. ' -., .., .. .--:: .....:.. :., .. <. :- ...- c.•_ :...~._ .... " ._. ......

.: FOREIGN 1\IO
A

LO;\N:'~ (NF.T)
, .

251

1 059

141

96 -62 247 +157

789 -25,5 1 2~5 +-;4

211 +50 ~3 -~l,



SPENDING·· PA'l"l'!RNS
~

~4/~5 85186 86/97. , etH,nC}@

~ISTRY InE8T SERVICr-; Z$ m ... of eudget Z$ m toflUOget ZS1ft 'df .•~Jdget 86l'fJ"7frcneSI

EDUCATION 512 18,0 640,0 19,3 704,5 17,4 10,1

DEFENCE 34;'3 13,8 507,2 15,3 '639,5 15,9 26,1

D£BTS~RvtCE 368 12,9 449,9 13,6 541,6 13,4 20,4 -
B TOTAL 1 273 44,7 1 597,1 48,3 1 885,6 46," 19,1

AGRICULTURE 275 9,7 9,7
,

7,8319,7 313,8 -1,9
TR1\NSPORT 161 5,7

'" 249,3 7,5 281,7 7,'" 13,0
HEALTH 157 5,5 196,2 5,9 229,4 5,7 16,9"

COMSTJttJCTION , 146 5,1 205,8 6,2 179,6 4,4 -12,1

MOME·"rF'1\IRS 141 '5,.0 143,1 4,03 170,2 4,2 19,~.
~-_ ...•_~.. --------"-'----'---- -~~._,._.. _._._- \._-------- ---.-

~'t'1\t.

o

2 67.8,7 81,0 3.060,·3 75,7 14 ,3



REV~NUE-_ ..-._-

!$- mill !..$n. Jncre-ase ,- -
!?/86 !!>/87

INCOME TAX
1 ,_.: 1OJ '1 ~ l: a J !; ('~5 POD 13~#O if) ,3•
Companies 3G6 420 54,0 14,8

I~ON-RESlDFN1'S

liJ<ST 20 22 2,0 10,0

NRTI 3,1 3,D -0,1

RESIDENTS

RST 7,4 10,0 2,6 35 i, ,

BPT 1,0 2,0 1,0 100,0

CGT 3,9 A,O 4,1 lOS,1
~"' "

,<SALES TAX

$', 463 488 25,0 5,4"

c. DUTY 400 432 32,0 'e,p
'"

268
c·

EXCISE 287 19,0 7,1

OTHER 6,8 7,2 0,4 5,9

•
1'11 SCE!..LA!~EOUS

42,0 47,0 5,0 11,9

OTHER 270,0 309,0 39,0 14,4

TO'J-ALS :1 516,0 2 83~,O 319,0 12,7

-------_.. _-



PSIP

MJNlS7RY

ParaFtata1s , Public Institutions

-Transport

Agriculture' Land Development-

Local Govern~ent, Rural and

Urban Deve10pntent

Ministry of Public Construction
and National Housing

Energy
c

194,0

112,0

86,0

71

58,0

)9,5
c

, of PSJP

27,0

15,5

12,0

10,0

8,0

s,s

Government Participation in
Productive Enterprise and

Leans to Mining and Manufacturing 26

Other 132,5

3,6

18,4

100

._----~----------------------



'.',"

J)~K OF CREDI:T AND CO!-"l~ERCE ZIMBABWE 2,82

0,38

'$ ",ill

4,60

0,38

11)/f./B5.. -- _.-

DIRECT GOV£RN~I;;NT 1NVl:;STrr:.N'l'S 1 N

r~OnUCTIVE SECTOFS--

CAPS HOL~INGS LIMITED

CENTRAL FILM LABORATORIES

WANKIE COLLIEkY CO:·~PAN";{ L1MITED 14,77 14,77

INDUSTRJAL'DEVELOPMENT CORPORATION 10,00 10,00

OLIVINE HOLDINGS (PRIVATE) LIMITED 9,80 11,03

HOLIDAY INN 3,09

ZIMB'..BWE DEVELOPMENT BANK 3,06 5,06

ZIMBABKE BhNhING CORPORATION LIMITED 26,60 26,6

ZIMBAB~E TRADE FAIR 1,00

ZlSCO LL~ITED 40,00 237,38

112,03 316,73



FROPl1CER SUBSIDIES

~RZ

ZISCO
":f

'"....•
. AI R ... ZIMBABWE

·~)f~CRT· INCF1~TIVE

RESERVE BANK

APC LOSSES

AFF.ETTAIR

ASSISTANCE T~ INDUSTRY

SUB TOTAL

198$/66 198(/87-
140,0 166,0

60,0 80,0

60,0 60,0

12,0 4S,0

20,9 21,8

10,6 18,3

28,6 1,8,0

17,9 )6,0

16,0 15,0

9,0 11,0

37S,0 451,1

c

-10,6

-6,3

20,3

"

ZIMBABWE MINING DEV. CORP.
HOTEL/CO~FERENCE CENTRE
zac
CONSUMER SUBSIDIES
ZIMBABWE TOURIST DEV. CORP.
SEDCO
WATER DEVELOPMENT
ZIANA
ZIr~BABWE W,SS MEDIA TRUST
IDe
TRADE PROHOTICN
2 J:·:~}·.E~·:I: r;r= ...,~:.;!-:' r ::: ~'~r cc ~P.

S7ATE Thl~DE CO~FOhATION

TOTAL

3,7
12,4
3,3

15,0
1,3
3,5
1,6
1,0

1,5
0,4
0,3

419, O·

4,6
3,9
3,4
2,5
2,2
2,1
1,5
1,0
1,0
1,0
0,8
r,f.
0,3

476,0

24,3
-68,E

3,0
-83,3
69,2

-40,0
-6,3

-.46,7
t..f'\ ~
-' ..,.... , \..

13,6



JU"DJ~G 'tHE IJIFJCJT._.-.~--- --- - -.-. --.-

Dl:.fJC1T

14/as--
631,0

IS/.6........ :._-

69J,6
______.. ... _. ·__._ ... _·w . .: .._

JOJ.l:J(,S Jr:A~S

ADB 4' );t,NDS

POS8

INS (O'S , P/fUNDS

DOMlS"fJC LOANS

B/SOC

M/p,J..~~ ~ S

C/BAtiaKS

O\'EkDRAfT

1\) .2

3Cl,O

248.3

j)I),~

',0

1£0,0

~JS.O

6,2

20,3

598•
-)0 6,

~

~
4

J
J
J
)
)
]
)
)

~
)
)
)

• Mainly.' Bonds (12 and 20 year)
c



JYERNMENT SPEWING

)'Cest. )

0

ECONOMIC RATIOS (IS M111)

91/82 82/93 83/84 84/85 85/86 e6/87·--
1625 2247 2628 '845 3309 4045

4325 4~45 5500 6400 7500 9000

>'VT .. SPENDING

1$' of GOP

JDGET DEFICIT

eFIC1Tas ,. of GDP

Forecast

39'

317

7,~,

4';'

458

9,5'

48'

630

11,5'

44'

633

9,9'

44,Ot

693

9,2\

45,0'

1050,0

11,'\

,yzRNMENT ~"ENDtNG

0' (nominal)

ErICtT

MFLAT!ON

GROWTH RATES (1981/87)

24,8 p.a.

18,0 p.a.

38,5 p.a.

15,8 p.a. (est. )


