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FY 1993 ANNUAL BUDGET BUEBMISBION
AFRICA EUREAU
TRBLE IVD

PROPOSED FY 1992 OBLIGATIOKNS FOR
ORPEANS, PROSTHETICS AND ELEPHANT CONSERVATION !

COUNTRY: Zimbabwe

ORPHANS

Project Number:
Froject Title:

Brief Description:

Proposed FY 1592 Obligation: -

PROSTHETICS

Project Number:
Project Title:

Brief Description:

Proposed FY 199%2 Obligation: _

ELEPRANT CONSERVATION

Preject Number:
Froject Title:

Brief Description:

Proposed FY 1992 Obligation: -

! DFA funds have been set aside for missions to use for
orphans and prosthetics assistance for FY 1992.
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EY 1993 Annual Budget Submission
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Agricultural Marketing Reform
Support Program

Project Title

Project Number : 613-0234 (NPA); 613-0235% (TA)

FY 92 Obligation: $4.5 million
(RPA); $1.0 million (TA)

Project Funding

LOP : $12.0 million (NPA); $3.0 million
(TA)
: Grant
Appropriation Account : DFA

A. Maijor Development Problems Addressed

Agriculture’'s contribution of only about 11 percert to GDP in
1989, deoes not reflect its full importance to Zimbabwe's
economy. The sector as a whole accounted for about 40% of
total exports in 1988. In addition, about half of the
manufacturing sector relies on agriculture for inputs, and the
sector accounts for approximately 70% of formal employment.

The agricultural sector has undergone fundamental changes since
independence in 19B0, as reflected in the followirg: maize
production in communal areas increased dramatically; cotton
production increased from 37,000 tons to 176,000 in 1989.
Production achievements have resulted in an increase from
approximately 15% to 35% in the share of small-scale communal
and resettlement farmers in total agricultural marketed
output. In addition, the pattern of land use in large
commercial and communal farms has changed markedly, with the
large commercial farms moving away from maize and cotton
production to more capital and less labor intensive industrial
and horticultural crops; and communal farmers increasing
marketed volumes of maize and cotton.

Zimbabwe's agricultural accomplishments notwithstanding,
agricultural output still lags behind population growth with a
consequent decline in real per capita income. Concern over
issues related to land distribution, employment, and exports
have prompted Government to review its policies and constraints
in the sector. One of the most important areas of concern
which emerged was agricultural pricing and marketing.

Moreover, the analysis found that agricultural parastatal
losses are significant, accounting for more than a3 third of the
total Government deficit, and thus, loom as a key problem to be
addressed if Government is to succeed in meeting its §tructura1
adjustment deficit reduction targets announced in April 1991.
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The key factor affecting performance of the marketing network
is the centralized control of the single channel marketing
network that is exercised by the public sector through the
operation of the parastatals and the system of administered
prices., The dominance of the parastatal marketing system has
severely hindered development of other markets in rural areas.
In the case of maize, the lack of effective informal markets
has been a contributing factor to the high rates of
malnutrition in many areas of the country. In essence,
existing Government regulations encourage grain outflows and
restrict grain inflows, thereby inflating informal prices in
deficit areas. For example:

a. Grain is prohibited from crossing from Zone A areas
{(commercial farming and urban areas) into Zone B
{communal areas). Furthermore, grain may not legally
pass from surplus communal areas into deficit communal
areas if it requires passing through a Zone A area.

b. Numerous GMB collection points have been built in
communal areas since 1986 to improve market outlets for
smallholders with a marketable grain surplus. Grain
sold to the collection points is then transported
eventually to the nearest GMB depot in the region.
Grain cannot be bought at the collection point. This
effectively syphons supplies out of the local market,
tightens supply-demand conditions in the area, and
exerts upward pressure on local prices. Therefore, the
collection point system, while helping to meet the
needs of surplus households, may actually make staple
grain more expensive for food insecure households.

c. Approved buyers, agents under contract with the GMB to
buy grain from smallholders, account for the largest
volume of grain delivered to the GMB in the semi-arid
areas. As with collection points, any grain sold to
approved buyers must be resold to the nearest GMB
depot. This means that the grain of surplus
households, once it is sold to approved buyers, can no
longer be directly acquired by local consumers needing
grain.
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Under the assumption that communal areas are self-sufficient in
grain, Lhis one-way flow of grain through the official
marketing system would present few problems. Yet in deficit
areas, such a system may seriously restrict grain availability
and inflate local prices. Moreover, grain delivered to GMB
depots from collection points and approved buyers involves
considerable expense to farmers and the GMB.

Once delivered to the depot, grain may be repurchased for
distribution and sale back in the communal areas. Yet the
incentives to do so are largely eliminated. 1Ind:viduals
reguiring only a bag or two would be deterred from buying grain
at the depots because of high per-unit transport costs
associated with small volumes. Approved buyers with a vehicle
could buy in bulk and thus exploit scale economies in
distribtution. Yet, rather than procuring grain from farmers at
the producer price and reselling at a mark-up -- which is
illegal -- the approved buyer must deliver the grain to the
depot, and then repurchase it at the higher GMB sale price; for
which, ultimately, the consumer will pay. 1In addition, the
trader must incur the added costs of getting grain from the
depot back to her shop for resale. These additional costs
depress incentives to redistribute grain back into the deficit
communal areas and thus restrict supplies. As & result, in
many semi-arid communal lands, grain is simply not available
during the pre-harvest months because the demand of deficit
households simply outstrips the supply of surplus households.

Commercial urban-based millers have been able to develop 2
market by distributing their maize meal from urban centers back
out to rural areas. Ironically, the commerical nillers fill
this rural demand by buying from the GMB, which, to some
extent, procures the grain from the same rural areas in which
the commerical meal is sold. This meal is often the only form
of staple grain available to buy in the deficit communal areas.

Several hypotheses have been advanced as to why a competitive
private grain trade has not emerged between surplus areas and
GMB depots to deficit rural areas. Additional research is
required to shed more light on the effects and consequences
of: policy restrictions on grain movement, underdeveloped
rural credit markets, an underdeveloped road infrastructure,
the shortage of vehicles and spare parts, and poor storage
technology and seed characteristics.



B. Program Purpose snd Criteria for Selection:

The program goal is to increase real incomes and nutrition
among the rural poor and to reduce government budget outlays to
grain marketing, storage, and drought relief. The purpose is
to support the implementation of policy and regulatory changes
which seek to reduce the Government's role and expand the
private sector's participation in rural grain marketing.
Experts agree that liberalization of the marketing network will
need to be gradual and will need to maintain an active role for
the public sector while creating conditions for a more active
private sector. This will allow greater scope for market
forces, rather than administrative mechanisms, to determine
allocative decisions,

The most effective means of achieving the required gradual
transformation to a multi-channel marketing system will
involve: eliminating crop movement restrictions, allowing price
differentiation based on transport costs, strengthening rural
transport capacity, and establishing price stabilization
guidelines for maize. In the informal sector, the most
critical requirement is liberalization of the current
regulatory environment particularly in transport.

C. Preliminary Project Description:

The proposed program initiative will include a project
component te fund: (a) technical assistance in developing
appropriate implementation strategies for the measures
described above; and (b) individual analyses which will monitor
the effects of changes and recommend specific, time-phased
actions for implementation of the reforms to achieve
Structural Adjustment objectives. 1In addition, some project
resources will be programmed to fund baseline data collection
and establishment and operation of a program monitoring/project
data collection and evaluation system.
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The program component will make dollar resources available to
the Goverrment of Zimbabwe on a cash grant basis triggered by
action in furtherance of specified reform measures to support
the program's purpose. The referenced GOZ actions will be
developed during the course of policy dialogue in development
of program documentation.As a result of A.I.D. support, at the
end of the program the rural grain marketing sys-em will have
been restructured to:

-- Improve grain availability in rural deficit
areas;

-- Reduce government deficits associated with
the GMB and drought relief programs;

-- Enhance real incomes and food security for
the three million smallholders living in the
semi-arid communal areas;

- Provide an improved incentive structure for
development of rural hammer mi.ls, dehullers,
breweries, and agro-based industries
requiring adequate and reliable volumes of
grain to be available for purchase.

The project will primarily benefit rural grain producers and
consumers. As of 1988, the large-scale commercial sector
{numbering 4,660 families) controlled 29% of the nation's land
area. More than 1 million families remain in overcrowded
communal areas on 42% of the land area, located mainly in areas
of poor agricultural potential. Policy analyses to date
suggest that a key reguirement in addressing the land
distribution issue is an increase in the productivity of
resettlement and communal area farmers. 1In addition to
improved technology, this element will require improved
availability of inputs through changes in marketing policy that
encourage the private sector to play a greater rcle in the
supply of inputs to settlers.
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D. A.I.D., Policy and Bureau Sector Action Plan Factors:

The program, along with other initiatives in the Mission's
portfolio, will contribute to the goal of A.I.D.'s assistance
program under the DFA -- sustainable, broad-based, and
market-oriented economic growth in Africa. 1In contributing to
this over-arching goal, the program goal will reflect the
Africa Bureau's FY 1989-91 Action Plan strategic objective of
improving the management of African economies by redefining and
reducing the role of the public sector and increasing its
efficiency as well as improving food security.

E. Design Schedule:

The analysis for the PAIP has already begun with the FY 1991
program initiative on small grain marketing reform. Further
analysis will be conducted in QOctober and November for a
December submission to A.I.D./Washington. The PAAD preparation
will commence in February 1992 for a July 1992 gbligation.

[RET
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Aveex ¢

Organization: USAID/2imbabwe - Southern African Regional

Table VIII (a) - Narrative

FY 1991

During FY'9]1, the major factors impacting on USAID/Zimbabwe's budget
have been; GOZ mandated wage increases and Mission comparability
salary adjustments (wage classification survey), additional regional
financial responsibilities, 40% increases in the price of fuel and a
15-20% inflationary rate, The salary adjustments retroactively
covered a 10 month period from July 1990 til May 1991. Another GOZ
wage increase of 10% plus is anticipated in July 1991. 1In the last
half of FY%1, one new and one replacement project accountan: will be
added to the Controller's Office to be responsible for -he added
accounting responsibilities for Botswana and Namibia. The Executive
office will acquire a secretary for its expanding GSO operation,
reflecting the growing responsibilities in bilateral project
implementation and staff associated therewith. A projezt
development officer position in the Agriculture, Natural Resources
Development QOffice, long vacant and filled by "temps®, has been
funded and filled.

In addition to wage increases, FY'9l has experienced price increases
in many other major areas. Fuel costs within Zimbabwe, which had
not experienced any increase for the past two years, were increased
mid-year by 40%. Regional and international air fares Jriginating
in Zimbabwe have skyrocketed by 51% over the past year.
Internationally, freight costs have increased by approximately 15%
due to the Gulf Crisis. A 35% increase inp utilities rates has been
announced effective July, 1991. The overall inflationary rate is
15-20% with certain areas of the economy having been harder hit than
others.

FY 1992

With the "bare bone® levels provided for USAID/Zimbabwe in PY'92,
the Mission will be operating at a critically low level.

- Program and work force levels have not been reduced due to an
increase in the level of the bilateral program with the Mission's
reentry (after a lengthy hiatus) into bilateral program
implementation with resultant accountabilities, and new
accounting responsibilities (Namibia and Botswana) in the
controller's Office. A 30% salary increase is anticipated in
both FY 1992 and FY 1993, Due to a 52% increase in vouchers
processed in FY'91, a voucher examiner position in the
Controller's office has been added. Overtime hours will be
curtailed except as deemed absolutely necessary by
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management., It is important to note that despite an increase in
bilateral and possibly regional program levels, as well as new
regional responsibilities, personnel may need to be reduced if
these QOE levels continue., This will seriously impact our ability
to manage and be accountable for our current program, especially
as we are required to increasingly focus on staff intensive
program impact assessments.

~ Serious reductions will occur in maintenance, travel, and in all
procurement., In order to meet the given levels, all
non-expendable property (NXP) procurement has been eliminated,
The lack of replacement computer equipment could have serious
consequences since AID/Washington funded on-call maintenance of
peripheral egquipment has been eliminated., An B80% reduction in
maintenance and repairs was also necessary. This seriously
impacts on the Mission's ability to maintain acceptable standards
for U.S. owned and leased property.

- All travel has been reduced, with the lower OE level experiencing
a reduction of 52% and the higher OE level a reduction of 35%
over the current year level. The budgetary level for Mission
site visits has remained at the same level as FY'91l. However,
due to air fare increases the actual number of visits will be
reduced. This adversely impacts on USAID/Zimbabwe's ability to
manage its regional portfolio, the "regionality"™ requirements of
programs implemented by other bilateral Missions as well as the
Zimbabwe bilateral programs. Information and operational travel
have been completely eliminated from both OE levels. 1In the
lower OE level, travel funds related to training is only
sufficient to cover secretarial/clerical training available in
the region. Travel funds related to training in the higher OE
level represent funds to cover 60% of the training reguirements
originally anticipated.

Only limited trust funds for Operating Expenses will be available to
USAID/Zimbabwe in FY'92 due to planned expiration of programs which
will require availability of trust funds. O0Of the available trust
funds, 37% is budgeted for FAAS costs. FY'92 will be the last year
that FAAS costs can be paid from trust funds. AID/Washington will
be required to adjust our U.S. dollar Operating Expense allowance
level accordingly.

FY 1993

The FY'93 budget reflects decreases in the U.S. Direct Hire (Ul00)
and Contract Perscnnel (U300) categories., Overall decreases in the
U100 category result from fewer post assignments, home leave and R&R
travel. The decrease in the contract personnel category results
from a U.S. PSC position which will be replaced with an
AID/Washington funded resident hire position,

FY'93 increases in all categories are due to overall 15% wage/price

increases as well as other increases, In addition to the
inflationary increase, an anticipated 20% Mission comparability
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wage survey increase is expected in 1993, Aall travel related
categories reflect increases due to inflation and deferred travel
from FY'92. Maintenance and repairs to homes and offices increase
due to deferred maintenance from PY'92. Essential but deferred NXP
procurement has been necessarily added to the FY'93 budge:

USAID/Zimbabwe supports two portfolios, the Southern Africa Regional
Program (SARP)and the Zimbabwe bilateral program. Currently,

SARP/Barare has 23 self-standing projects units (within 15 overall
projects}). For eight of these project units with an obligated level

of Us$89,701 million, SARP/Harare has direct management

responsibility (design, programming, implementation, impact . AL
assessment and evaluation). For the 15 remaining project units, Jﬁf
SARP/Harare has oversight, budgetary, and reporting responsibilities kp‘
including assessment of regional program impact. The bilateral

program was doubled (US$10 million) in FY'91 due to improved GOZ and

U.S. relations and Zimbabwe's commitment to economic restructuring.

The mission is optimistic that the bilateral's OYB for PY'92 and

FY'93 will exhibit still further increases.

Currently, the mission is operating with minimal human resources to
accomplish the existing program level. The Mission has already

taken the substantive steps to fully withdraw from projectized local
currency programming. If the PY'93 budge:t is reduced Lo FY'92

levels after adjusting for inflation, the mission will be required

to take the additional following steps. Under SARP, the program :]&&0
managemen:t would have to be increasingly devolved to the bilateral
USAIDs, which in turn would determine if the programs could be

managed in-house, or management externalized, or suspended. In any
case, the legislative and Bureau concern for maintaining

"regionality" (e.g. regional program impact) would be jeopardized. }F’
Another alternative would be for SARP/Harare, itself, to externaliz Ag\l
management of these programs. This could reduce USAID staff

requirements to a modest extent but the ultimate management

responsibility would, of course, remain with the Mission. Under

either scenario, it is possible tha:t one OE position (US or FSN)

could be eliminated. The Mission also would have to devolve the

accounting responsibilities of Botswana and Namibia managed by
USAID/Zimbabwe back to the respective countries, reducing the

Controller's staff by two OE funded FSN personnel.

RN 0
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AYNEX Y

FY AB IMBABWE

TABLE IX - A

Workforce Narrative

USAID/Zimbabwe's workforce supports both the bilateral Zimbabwe
and Southern Africa Regional programs. For the Southern Africa
Regional Program, USAID/Zimbabwe directly manages 8 of the 23
project units having an obligated level of $89.7 million. For
the remaining 15 units, USAID/Zimbabwe has responsibility for
project oversight including assurance of "regionality" through
design, funds programming, implementation and impact
assessment., With the exception of the addition of one
program-funded FNPSC Private Sector Officer and an additional
OE-funded FNPSC Voucher Examiner in FY%2, workforce levels are
projected to remain constant from 1991 to 1992. This includes
12 USDH positions, 5 FNDH, and 3 program funded professional
positions (currently 2 USPSC - one Trade Development
Specialist; one Natural Resources Management Officer; and one
PASA Transport Planner). One additional Project Accountant, a
GSO Secretary and a General Development Officer (funded in
FY90), all FNPSC positions, will be filled by the end of FY91l.

We anticipate that the OE-funded FNDH Health/Population Officer
will be required to shift some responsibilities in FY%2 from
principally regional/centrally funded to bilaterally funded
project management, resulting in a reduction of
regional/centrally funded project management from 0.6 FTE to
0.3 FTE in FY92.
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