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USAID/ZIMBABWE
PROGRAM FOCUS NARRATIVE

The Government of Zimbabwe embarked on a World Bank/IMF endorsed
Structura]l Adjustment Program in 1991 to re—orient Zimbabwve's
macro-economic, trade and sectoral policies to promote
investment, generate employment and expand opportunities for
growth. USAID/Zimbabwe's three atrategic objectives build upon
A.I.D.'s historic participation in family planning service
delivery in Zimbabwe and the goals of the structural adjustment
program. The three strategic objectives are to:

1) enhance the private secter's capacity to respond to
the liberalized economic environment created by structural
adjustment;

2) support the Structural Adjustment Program's
sectoral objectives in agriculture and housing; and

3) strengthen Zimbabwe's family planning services and
AIDS control program.

Private sector support is focused on expanding the base of
participation in the ecomomy by strengthening the capacity and
environment for competitiveness, encouraging export processing
zones, and facilitating sub-contracting, spin-offs and other
wechanisms which broaden economic participation. Potent:ial
future activities include technical assistance to the Zinbabwe
Investment Center to expedite the processing of investment
proposals, venture capital activities and small business
advisory publications. Similarly, USAID's training portfolio
has been redesigned to shift support to private sector training
institutions and in-country workshops, providing greatest impact
and benefit to emergent indigenous businesses.

The Misgsion's non-project and technical assistance programs in
Grain Marketing Refore and its Private Sector Housing Loan
Program combining program, project and lcan guaranty resources
support Zimbabwe's Structural Adjustment Program's sectoral
objectives in agriculture and housing. These programs give
special attention to reducing the role of the public sector
while increasing the efficiency and expanding the role of the
private sector in provision of social goods. Specifically, the
Grain Marketing Reform Support Program, which will continue
through 1994, supports the development of a competitive,
multi—channel grain marketing system with full private sector
participation. Similarly, the $78 million Private Sector
Housing Program addresses Fundamental infrastructure, finsnce
and construction industry comstraints through leveraging reforms
to shift responsibility for the provision of low cost shelter
from the public to the private sector.



Finally, Zimbabwe's impressive familly planning service
infrastructure will continue to benefit from A.I.D. financing,
as will Zimbabwe's AIDS Control Programme. Program goals
include transitional financing of the family planning program
targeted to ultimate GOZ responsibility for financing its own
contraceptive requirements. Simultaneously, private sector
participation in the delivery of family planning and AIDS
services will be expanded, as well as diversification of
contraceptive methods employed with an emphasis on 1ncreaned
ut111zat1ou of longer-term interventions.
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PROGRAM FOCTS SUMMARY (BILATERAL)

chiective | FY 1982 - Y 1993
- . ;. FY 1994 FY 155
Projecs Activisy ' ESTIMATE l PLANNED = argorss ;z“fgs
Otjective #1 Pvt Sector Dev } , ;
Project 1 - ZIMMAN 11 (613-0229) - 1 2.000 2.963  °  3.5¢1
Prorect 2 - Zimbabwe Bus Dev ; ' ) T
(613-0232) [ 2,50 ' 2,000 s.oco -
- 1 1 4
| Tatal for Objective #1 2,540 4000 . 5963 |  3.963
] H
Cbjective 42 SAP'S Sector Obj- : | ;
bousing & Agri ) !
Project 1 - Graia Mkt NPA
(613-0233) - s.000 | s.000 -
Project 2 - Graia Mkt TA !
(813-0234) 700 1,223 i 577 -
Project 3 - Pvt Sector Housing |
TA (613-0213%) 2,680 - - -
Project 4 - Pvt Sector Housing !
FPA (613-0236) 10.000 $.000 t - 10.0060
) |
Totals for Objective #2 13,380 11,22, 8,517 10,000
I
Objective #3 Ias Planning/AlIDS i
Project 1 - Family Planning f
({613-02130) 3,583 2.277 ; 1.208 1,222
Project 2 = Iimd AIDS Prevent l
& Ceoatrol (513-0237J| - 1.000 ' 4.923 | 1,254
Totals for Objective #3 ; a. 583 l . ! 6.128 4.507
i :
All other Projecta/Activities ! ’ ! !
Proiecs 1 - PDES | ¢®7 | 1000 832 . 1,228
- : ! : ;
Total All Other i 497 | 1.000 : 832 ; 1,838
M 1 B

Ch3. £1 Ezhance the private sector's capacity to respond to a lidberalized

scoponmic enviroameat.
Obj. #2 Support the Structural Adjustment Proqr:n s sectoral obiectives iz

agriculture and housing.
Ctj. #3 Strengthen Zimbabwe's family planning services aad AIDS cortrol progran.
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FX_1994 Anpual Budget Subwission
EX_1993 Project Amepdment Warrative

Zimbabwe Family Plaaning

Project Title

Project Number 3 613-0230
Project Pusding 1 FY93 Obligation $2.277 million
: FY%4 Obligation $1.205 million
Life-of-Project . $12.068 million
’ H Grant

($2.168 million amendment)

-

DFA

-

Appropriation:

A. Major Development Problems Addrassedi

Zimbabwe has the highest contraceptive prevalence in sub-Saharan Africa
outside of South Africa. Accerding to the 1938 Demographic Health Survey. 3%\
of married women use modern contraceptive methods. Approzimately 85\ of these
users take oral contraceptives, a higher proportion thap anywhere else in

the world. The Government of Zimbabwe (GOZ) alrendy finances over 507 of
program costs however does not pay for contraceptives which are the major
foreign exchange cost. USAID has supplied oral contraceptives to the
Zimbabwean government since 1982. In 1991, USAID shipped 10,250,000 cycles to
Zimbabwe at a cost of $§1.7 million. This accounted for 48\ of oral
contraceptives sent to the African region.

An important cbjective of the Family Planning proiect is to increase
sustainability of the family planning program. Top this end., i: is planned
that responsibility for orasl contraceptive procurement will be transferred
from USAID to the Goveroment cof Zimbabwe (GOZ) during the 1ife of the

project. The Project Grant Agresment calls for a gradual phase-out of
procurement on the part of USAID, and s corresponding phase-in on the part of
the GOZ. According the plan outlined under the Aarsement., USAID will provide
79% of contraceptive needs and the GOZ 21\ in Proiett year 3 {(August 1992 -
July 1993); 75% and i5% respesctively in year 4 (Zugust 1993 - July 1994): 50%
and 507 respectively in yesr 5 (August 1994 - July 199%); and the GOZ will
procure all oral contraceptives in yesr 6. The GOZ will not seek other donecrs
for contraceptives because experience world-wids has shown tha: users are very

sansitive to pill formulations.

Oral contraceptive consumption is considerably higher than projected at the
time of the project design. USAID will not be able to provide the
life-of-project share of contraceptives cutlined in the Agreement unless
sdditional funding is budgeted for contraceptives. To follow the
phase-out/phase-in plan over the next 3 years, it will be pecessary to procure
an sadditional 11.415 million cycles at an estimated cost of $2.168 million.
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The mission has considered several alternatives to increased funding for
contraceptives. One alternative is to encourage the G0OZ to seek oral
contraceptives from other donors. This would defeat the purpose of increased
self-reliance and result in the preoliferation of oral contraceptive brands. A
second alternative is to request the Goverament of Zimbabwe increase its
allocation of foreign exchange for procurement of contraceptives in Project
year 3. Given budgetary constraints., it is unlikely the GOZ will be able to
do this. The consquence would be a stock-out, damaging the credibility of the
program and endangering the health of women iz hi¢h reproductive-risk
categories. .

B. Project Purpose:

The project goal is to achieve a sustainable reduction in the total fertility
rate in Zimbabwe by 1995, and to increase national self-reliance in the
provision of improved access to high quality family planning services. The
project purpose is to increase access to and use of a wider selection of
family planning methods delivered through a sustainable system that includes
an expanded role for the private sector and reduced costs per usar borne by
the government. The specific purpose of this amendment is to increase funding
for contraceptives tc allow USAID to follow the phase-cut plan outlined in
the Project Paper and Project Grant Agresment, '

The proposed amendment to the Zimbabwe Family Planning Project is consistent
with the mission program's strategic objective of strengthsning family
planning services. The amendment also supports the Development Fund for
Africa‘'s objective of improving the management of African economies by
redefining and reducing the role of the public sector and increasing its
efficiency. It will promote improved egquity and effectiveness in a key public
good, family planning services.

Direct project bensficiaries will be women of reproductive age who are
potential or actual oral contaceptive acceptors. The general population will
also benefit from efforts to decrease the nation's fertility rate.

C. Project Deacriptiom:

The Family Planning Project will result in a reduction in the total fertility
rate and in a reduction in the portion of family planning contraceptive
commodity and service costs funded from donmor rescurces.

Policy dialogue will address the issue of national self-reliance in the area
of family plamning. Policy discussions will focus on the need for government
allocation of resources to assure the long-term sustainability of the family
planning program. Discussions will also focus on changing government policies
restrictive to a broader role of the private sector in family plapning service

delivery.

The Project Agreement will be amended to provide an additional $2.168 million
for the procurement of oral contraceptives. Funding for approximately 6.1
million cycles to be delivered in 1994 will be obligated in FY 93. Funding
for an additional 5.3 million for 1995 delivery will be obligated in FY 94.
The mission will issue fully funded PIO/C's for procurement of the
contraceptives. AID/W/RD/POP will procure the contraceptives through the
centralized contracts with oral contraceptive manufacturers.
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The counterpart agency responsible for project implementation is the Zimbabwe
National Family Planoing Council, a parastatal under the auspices of the
Ministry of Health. Policy dialogue will be cosducted with high-level
officials of the Ministry of Finance and the Minsitry of Health who are
responsible for budget allocations.

The project is managed by the PS5C Fanily Planning Administrator and the
FProgram Specialist under the supervision of the General Development Officer.
Management of this amendment will mot require additional staff for
USAID/Ziababwe.

D. Design Schedule:

Mission anticipates the Project Amendment will be drafted in fourth quarter of
FY 82. Obligation of the new project is anticipated during the first guarter
of FY 93 by the USAID/ Zimbabwe Mission Dirsctor.

0456M:06/09/92
Pg.38-40
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FX_1994 Annual Budget Submisaion
EX 1993 Wew Project Marrative

Project Title H Zimbabwe Business Development
(Amepdment No. 1)

Project Number 613-0232

-

FY 199 Obligation $2.0 million

Project runding Lavel
FY 1994 Obligation $4.0 million

Life of Project (Revised) : $10.54 millicon
Grant
Appropriation Account : DFA

A. Majer Development Problema Addreszsed:

During the period 1680 - 1990. the first decade of jndeperdencs.
Zimbabws's economy sxperianced sluggish and uneven growth (averaging 3I\)
due to the policy focus on squity at the expense of grawtk. The
Government of Zimbabwe, however, has recently embarked on a wide range of
raforms to lay che foundations for sustained, broad based sconomic growth
through an Economic Structural Adjustment Program supported by
international financial imstitutions and other donors.

USAID/Zimbabwe. under the existing Zimbabwe Business Development {(ZBD)
Project, has identified several areas whers focused technical assistance
can assist tha goverament in implementing these ecosomic reforms and at
the same time assist the private sector in responding to the challenges
and opportunities presented under this new ecomomic era. Constaints
ranging from restrictive business practices and regulatiocs. to lack of
technical skills and & legal enviroomeat have all hampered productive
sector growth. The existing project provides a framework for addressing
these key issues. The proposed amendment will expand project activities
to areas related to investment approval, venture capital isitistives ard
ap extension of work related to export processing zones and developaent
of a monopolies commission, The following section provides susmary
information of ZBD activities to date.

The probles of lack of imformation on Small and Micro Enterprises (SMEs)
is one which the ZBD Project has addressed by funding the firsc
comprehensive baseline survey oo SMEs. The results. findings, and
recommendations of this survey have provided data on the a:tual number of
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SMEs., the sectors in which they operate, location, ownership, employment,
income and linkages with each other. This information has helped us to

" further test our hypothesis under this intervention and has been shared
with both the government and non-governmental crganizaticns who are using
it to design income and employment generating activities.

To date, the first phase of the Export Processing Zones component is
almost complete as the consultants' report on the enabling environment
has been presented to an inter-ministerial committee in government.
General indications are that EPZs have a high potential impact for
employment and foreign exchange creation for Zimbabwe. The Business
Linkages component is currently underway with extensive constraints
analysis, and a pilot effort to link 10 large and small enterprises will
be initiated in the fourth quarter.

The Zimbabwe program of the Internaticonal Executive Service Corps (IESC)
has expanded its services and is implementing a small business outreach
program to complement its activities with large Zimbabwean firms. The
analytical research necessary to establish a Monopolies Commission (or
other Antj-Restrictive Business Practices Bedy) has been completed and
submitted to the Government for review.

This proposed amendment has been carefully selscted in that it meets the
Mission's criteria of development of the private sector with measurable
impact, and it enjoys strong interest and support by the host
government. It complements existing areas of comparative advantage and
is a feasible means of assisting in the implementation of the eccnomic
reforms.

B. Project Purpose:

The project purpose is to test the effectivensss of selected
interventions in fostering private sector enterprise growth through
facilitating loccal and foreign investment and expanded indigenous
enterprise. The amendment includes new areas for business development
and will expand the pre-implementation activities of two areas currently
addressed under the existing project.

The amended Zimbabwe Business Development Project will support A.I1.D's
goals under the DFA program of sustainable, broad based and market
oriented economic growth in Africa. It advances the Mission's strategic
objective of enhancing the private sector's capacity to respend to the
liberalized economic environment. This will be achieved through
streamlining investment approvals, broadening the capital base, improving
foreign exchange earning methods, creation of a mure competitive
environment and broadening indigencus participation in the development of

the country.

The target beneficiaries for this project are small, medium and large
size firms who will be able to take advantage of the opportunities
created for growth and the consumers at large who will have increased
access to better gquality products at competitive prices.
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C.  Prelimi Proj D i e ionss

An amendment is planned to modify the existing project by oipnnding to
include new components briafly described hereundesy. In order to
accomplish the objectives of the new activities, Lhe PACD will be

sxtended to 1998.

1. Zimbabwe Ipvestment Centia

The Zimbabwe Investment Centre’'s inadequate iob in processing new
investment applications has proven to be a binding constraint in the
implementation of the proposed economic reforms. Technical
assistance and training in investment appraisal will be targeted to

resolve this problem.

Both local and foreign iavestors will besnefit through more efficiest
investment appraisals and an improvemsent of the investment climate
as a whole, as the major source of frustration has been tha delays
of up to 3 ysars on investment decisions.

2. Vepture Capital

As new monetary policies came into effect with the advent of the
Structural Adjustment Program, interest rates have begun to turn
positive and are forecastsd to stay 3o in the future. ZTimbabwean
busioesses that have tended to over-rely on credit will be forced to
switch to other scurces of finance including equity capital.

Venture capital repressnts a viable financing altermative. This
amsndment will suppert training and technical assistance to mascent
vepture capital funds ia Zimbabwe. Developaent of a venture capital
trade association can also be considered as this will serve as an
ipdustry network and as an advocate for the relevant policy changes.

3. Export Proceaaing Zonei Phase IV

The Goverament of Zimbabwe has encdorsed the principle that Ezport
Processing Zones vill be a highly effective means to attract
job-creating and foreign exchange-earning sew iavestment in
Zimbabwe. The preliminary steps of the anslytical base. development
of a competitive enabling eavironment and iaplementing regulations
and procedures are provided for under the currest IBD Project. The
proposed Phase IV activity will provide technical assistance and
training for the adsinistration and promotion of the sxport
processing sones. This activity will support the ipitial phases of
EPZ coperations to demonstrate the potential eapioyment and foreign
exchange impact of the zones.
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4. M 1 c Co. :

Without more competition in the Zimbabwean economy, the proposed
sconomic reforms and economic growth will not proceed apace.
Industrial concentration permeates the economy and restricted
business practices have resulted from stringent government
controls. The amendment may support the creation of a Monopolies
Commissiocn to introduce more competition into the private sector.

The ZBD amendment will alsc provide support for a "Quick Response Fund”
which increases the project's flexibility and ability to resond to new
initiatives which arise in the process of implementing the G0Z's
Structural Adjustment Program,

The Ministry of Industry and Commerce is the lead counterpart agency for
the GOZ on this project. The project also works closely with private
sector groups such as the Confederation of 2imbabwean Industries and the
Indigenous Business Development Centre representing both large and small
scale pr:vatc sesctor sntities.

The Zimbabwe Business Development Project is mana¢ed by the Project
Development and Implementation Support Office. The proposed amendment
will not regquire additional management staff to carry out

implementation. Development of the Project Paper Supplement will reguire
approximately 4 person months of cutside assistance in the second gquarter
of FY 1993.

D. Design Schedule:

USAID Zimbabwe requests a delegation of suthority under DOA 553 to review
and approve the Projsct Paper Supplement iz the tield. A third guarter
FY 1993 obligation is planned for this amendment.

The Mission would like toc amend the existing project, which was
originally authorized at a $5.54 million level of funding. The amendment
would require an additiconal $5.0 million for a new life-of-project
funding level of $10.54 million over a 7 year period. 7The original
project purpose will be maintained as will be the major components namely
- Export Processing Zones, Business Linkages and Voluntary Business
Advisory Services. Additional components to be included in the amendment
are assisting changes at the Zimbabwe Investment Centre, support of
venture capital in Zimbabwe, Export Processing Zones Phase IV, developing
the Monopolies Commission and Small Business Advisory Publications. The
Mission will request an ad hoc delegation of authority to the Mission
Director to approve the Project Paper Supplement in the field.

0456M
06/04/92
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EX_1994 L Budget Submissi
PY 1993 N < I ioti

Project Title : Zimbabwe Grain Marketing Reform Support
Program Amendment

Project Number 1 613-0231

Project Funding Level(s) ] re9l - USS S million
FY$2 - USS10 million

FY93 -~ USS S5 million
rYe4 -~ US$ $ million

Life-of-Progras : $25.0 million
t Grant
Appropriation Account H DFaA

A. Major Developmsnt Problems Addrassed:

The proposed FY 199) and FY 1954 program amendments will build upor the

program copditionality of the first FY 1991 tranche. 7The program continues to
address low income rural consumer welfare concerns as well as strongly related
issues of the grain marketing sector's role in Zimbabwe's larger macroeconony.

At the household level, it is apparent that the performance of Zimbabwe's
grain marketing sector is coastrained by the existesce of 2 single chasoel
marketing system in which prices are administratively determined. which has an
adverse effect on producers, traders, small processors., and consumers. A wvide
range of regulations and licensing systems curreatly govern the activities of
producers, traders, transporters, and processors. This (a) adds costs and
creates market inefficiencies; (b) results in inefficieat transport patterns
and sub-optimal market access; (c) perpetuates the ucderdevelopment of rural
private sectoer grain marketing and processing and rural credit markets: asd
(d) leads to restricted gralia availability snd inflated local prices in

deficit areas.

The negative coasequences of the GOZ's policles related to & single channsl
marketing of grain are alao spparsnt st the macroeconomic level. Agricultural
parastatal losses are sigrificant. accounting for more than a third of the
total governsent deficit. Of all agricultural marketing boards, the Grain
Marketing Board (GMB) is the largest contributor to ths national budget
deficit (126 in 1991). BReduction in the budget deficit is crucial for the
achievement of growth objectives under tha Goverument's curreat economic

structural adjustment program (ESAP).

The GOZ initiated jts ESAP in early 1991; since then the prograa has been
sndorsed by and enjoys the strong support of the IMF and the World Bacok.

ESAP is moving the economy away from Goverament regulation and coatrol to
greater reliance on market forces. while safequarding vulnerable groups in
society from transitional hardships. The program includes messures for trade
liberalization, tariff reform, fiscal adjustment, public enterprise reform,

relaxation of domestic controls. loosening of labor market restricticns, and

modified exchangs rate and moanetary policies,

The
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The ESAP was well on track and in some areas well ahead of its scheduled
targets before the impact of the most severe drought in this century begaan to
be felt in the firsc months of 1992. The drought has resulted in a sharp
budget deficit increases, particularly due to expeanditures required to _
subsidize the operations of the Grain Marketing Board, given the gap batwsen
the price of imported grain and administered selling price determined by the
GOZ. The World Bank and IMF have coms forward to provide suppiemental support
to keep the economic resform from being completely derailed, but additional
resources must be forthcoming if costly delays in implementation are to be
avoided.

The proposed A.I.D. program seeks to sddress the consumer welfare problems
caused by ipefficiencies due to reliance cn the GMB-controlled single channel
marketing system for grain. and it will assist in reducing the fiscal

deficit. As a result of the proposed interventions, the rural populatien in
food deficit areas should benefit from an increase in grain availability at
lower costs; Zimbabwe's population at large will benefit from the program's
coatribution towards reducing the GME's draio on the national budget:; and the
GOZ will be assisted in meeting the emergency foreign exchangs reguirements of
the drought while maintaining its pace in implementing the ESAP.

B. Prograa Purpoae:

The program purpose under the proposed amendment remains to support specific
policy and regulatory reforms which will: (a) increass household level access
to grain in deficit areas, and (b) reduce the contribution of domestic grain
trading loses to the national budget deficit. The program will contribute to
the goal of improvement of rural consumer welfare by supporting a GOZ
iniciative to move grain marketing towards a competitive, lower cost system by
reducing market controls and by allowing expanded private participation in the
grain trading system.

The housshold-level and macro-level program objectives are inextricably
related. Raduciog the GMB's role and its related subsidy and drain on the
national budget could result in a negative impact on household consumers in
food deficit areas, if appropriate policy and regqulatory changes are not
introduced to create an enabling saviroament that encourages the private
sector traders, millers, and transporters to expand their activity where the
public sector has reduced its activity. Coaversely, attempts to improve low
income household access to grain through expanded private sector participation
in grain marketing without the macro level commitment to the reduction of the
GO2's role in grain marketing would be futile.

As a result of the multi~year program supported policy changes, it is expecred
that the rural population residing in graim deficit areas will benefit from
increased grain availability and, eventually, rationalized and lower prices;
the GMB will be cperating with greater autonomy; private traders will have
expanded access to grain marketing opportunities; and the GOZ will have

reduced deficits from grain marketing.
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C. Erogram Deacripticp:

Background ~ To date. A.I.D. has authorized US$5.0 millios in mon-project
assiscance to support the GOZ's multi-year Grain Marketing Reforms Program.

The desigo of the first amendment to the program to cobligate as additional
US$10 million in support of policy reforms imn the sector is mow undervay.
Although the GOZ has identified broad grain marketing policy changes under its
ESAP., it has tended to move cautiocusly to commit to specific policy changes
dus to lack of analytical work to determins precisely the ateps to be taken.
Therefore, the Mission has also offersd complementary tecknical assistance
through a US$2.5 million grant alsc to be authorized and cbligated in FY

1992.

The disbursement of the first US$5.0 millicn grant suthorized and obligated in
FY 1991 to support the multi-ysar program was conditioned on the following

specific reform actions:

a. Formal estadblishment of an autonomous Boaréd of Directors for the Grain
Marksting Board:

b. Formal approval to allow the sale of grain from GMB depots to any buyer
at vhatever quantity is demanded greatsr tharn one bag and assurance
that appropriate information regarding relaxation c¢f sales restrictions
is disseminatad to relevant participants in the graia marketing system

and the public at large:

c. Formal spproval of the policy that any buyer is allowed to re-sell
grain through any chanasl in Natural Regiocns IV and V without paying
any portion of the ravenues back to the GMB and assuraance that
appropriate ianforsation oa this policy is disseminated to the public:

4, Formal approval of grain to be 30ld at selected GB collection points
and/or other non-depot distribution points to any buyer and assurance
that this iaformaticn is disseminated to the publics; and

e. commitment to the development, completion. and dissemination of a
medium-term strateqy for rationalization of national grais marketing
and development of a strong. competitive grain sarketing systea which
permits and encourages private sector participatiorn.

The GOZ has satisfied the Conditions Precedent to the disbursement of the
first US$5.0 million grant. The Fiscal Year 1992 program will disburse USS10
million in support of & range of reforms in the areas of: {(a) producer and
consumar price: (b) rationalization and redefinition of the Graiz Marketing
Board; (c) further deregulation of grain trade; and/or (4] iatroductida of
additional incentives to sxpand private sactor participation in graim

marketing and processing.
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While the program to date has leveraged important reforms in grain marketing.
further reforms are needed if the program goal of assisting the GOZ initiative
to move grain marketing towards a competitive, lower cost system by reducing
market controls and allowing expanded private sector participation is to be
achieved. ‘

Ihe Proposed Ameudments - The proposed FY 1993 and FY 1994 amendmants to the

Grain Marketing Reform Program will support aad complement the FY 1961 and FY
1992 assistance by supporting additional acticns which will: (a) consclidate
the Grain Marksting Board's role, particularly in relation to management of a
strategic food resarve; (b) further remove movement restrictions in grain
trading; and/or (c¢) diacontinue reliance on pan territorial anmd/or pan

seasonal pricing policies.

It is expected that the proposed amendments will further improve consumer
welfare while reducing GMB tradinqg account deficits through promotion of a
reduced and more commercial orientation in GMB operations and expanded private

participation in grain marketing on a competitive basis.

Belation to Mission Strategy - The propossd program amsndments are conaistent

with the DFA strategic objective and target of reducing government involvement
in production and marketing of goods and services and in strengthening
competitive markets to provide ap enabling eanvironment for private sector led
growth. The initiatives alsc support the Mission's focus on supporting the
GOZ's structural adjustment at the level of sectoral objectives where those
objectives ars consistent with a reduced role for govermment and an increased
role for the private sector, such as ip low-cost housing preductica and grain

marketing.

Selection of Sector - The Missiop has loang term experience in the grain ssctor
in Zimbabwe through the regional A.I1.D. Food Security Project, which has
supported research by the University of Zimbabwe with assistance from Michigan
State University. The project was instrumental in deepening the Missica's
understanding of the specific constraints in the grain marketing sector.

Other donors that complement Mission activities in this sector are the World
Bank, which is involved in broad agricultural sector reforms, and SIDA., which
is iavolved with agricultural parastatal restructuring. USAID is the only
dopor focusing specifically on grain marketing reforms.

Choice of Non-Project Assistance Mode - The justification for contiauing the

non-project approach is based on what the 1991 program has accomplished, GOZ
acceptance and utilization of technical assistance, and the willingness within
the GOZ for continued iaformed policy dialogus and reform.

Sector Cash Grapt vs, CIP - The macro-economic justification for the

nop-project assistance mode is that the grant funds will support the Jpen
General Import Licence System, which will allow a more market determined
allocation of the economy's foreign exchange resources.
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Disbursement from that account will require submission of program
documgntation that sasures that U.S. imports valued, at a minisum, at the
amount of the disbursements have occurred. Locsl currency equivaleat to the
value of the U.5. dollar disbursements will bs jointly prograsmed.

Management - With the completion of a number of on-going projects such as the
Zimbabwe Agriculture Sector Assistance (IASA) program and the SADCC Regional
Food Security Project., the Mission will be in a position tc take oz the
administrative sand management respoasibility of the propoasd prograsm.
Management of the program will be the responsibility of the Mission"s General
Developmant Office, which has managed the firat tranche of program resources.

D. Reaigmn Schedule:

The Mission expects to have in place the planned FY 1992 Grain Marketing
Reform Technical Assistance Project to provide the analytical resources
required to assist the GOZ in identifying and analyring the consegquences of
various policy reform optiocns. The FY 199) amendment will be designed iu the
tirst quarter of FY 1993, with obligation sxpected the second guarter of IY
1993. The design of the FY 1994 will commence immediately after, in the
fourth quarter of FY 1993, with an obligation planned for second quarter of FY

1594.

The Congressiocnal Notification prepared im July 1981 sdvised Congress of ths
Mission's intention to usndertake the propossd program at a life of program
level of USE25 million, with a FY91 obligation of USSS million. The Mission
assumes that only & Techaical Notification is required for this amendmesnt
which is within the advised lsvel for life of project assistance.

DOC: 0456M
PKBuckles/PDIS/10JUNG2
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X 1994 Anpupl Budget Submixsiop
FX 1993 Bew Projsct Description

Project Title Zimbabwe AIDS Prevention and Centrol

-

(ZAPAC)
Project Number : 613-02137
Project Funding Level H Y 1993 Obligation $1.0 million
FY 1994 Obligation £4.923 million
Life-of-Project H $15.0 million
: Grant
Appropriation Account 3 DFA

A. Major Deyslepment Problems Addressed:

HIV sero-prevalence is Zimbabwe is among the higbhest in Africa. The
sxpected impact in terms of increased morbidity and mortality, decreased
productivity of the workforce. and deteriocration of social structures
emphasize the crisis nature of this epidemic. There will be fev aspects
of the economy and society untouched by the epidemic and ths effects are
already being felt. Zimbabwe. with its loang history of labor migration
from rural to urbar areas, will probably experience more uzniform and more
rapid spread than much of Africa. Although there is evidance to suggest
that the virus may spread more slowly in rural aress, the labor
distribution system can be expected to raise the overall rate of spread
wvhile simultanecusly reducing urban/rural differsncss.

By the end of March 1992, a total of 12,514 cases of AIDS had bheen
reported in Zimbabwe. This is a significant iocrease from the 1991
figure of 6,957. However, it is generally accepted that this aumbaer
reflects only a portion of the actual number of AIDS cases. This jump is
supported by an in-depth analysis of the second quarter 1992 figures
which shows that clinical reporting of AIDS cases and AIDS deaths
increased by 100 percent from the previous quartsr. This say be an
indication of improvemsnt in the reporting system; bhowever. it could also
indirectly indicate the true situation. The figures sotwithstanding, it
is estimated that the reporting system has only l0-40% coverage of actual
cases and deaths seen in health institutions.
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There are estimated to be approximately 1 million HIV positive
individuals in Zimbabwe. Data show a 20 percent HIV positive rate in
urban ante-natal clinics and a 10 percent infection rate in rural areas.
In addition, HIV serc-prevalence rates from many rural areas in Zimbabwe
have been steadily increasing and, given the present trend, within 2-3
years there will be little difference in sero-prevalence rates between
urban areas and many rural areas. In summary, the trends clearly
indicate an epidemic moving rapidly.

The specific constraints in addressing the HIV/AIDS problem in Zimbabwe
include: lack of comprehensive scope in national policy:; lack of
national policy coordination; inadequate information, education and
communication (IEC): lack of sexually transmitted disease (STD}
diagnostic capacity; inadequate epidemiclogical surveillance: and no
community/home based care program. The proposed project is designed to
alleviate these constraints.

B. Project Purpose:

The goal of the ZAPAC project is to reduce morbidity and mortality
associated with HIV/AIDS in Zimbabwe. The project purposs is to address
the immediate problem of improving STD (including HIV/AIDS) diagnosis and
control to achieve the longer range prevention cobjective of modifying
behavior that places target groups at risk of contracting HIV/AIDS.

The Zimbabwe AIDS Prevention and Control project advances the mission's
strategic objective of strengthening Zimbabwe's Fumily Planning Services
and AIDS control program and supports the Developnient Fund for Africa
objective of improving the management of African economies by redefining
and reducing the role of the public sector and increasing its
efficiency. It will promote improved equity and effectiveness in the
development and implementation of a national AIDS strategy as well as
carry out specific interventions with high-risk groups.

Direct project beneficiaries will be the target groups imcluding youth,
the military, and others who have been identified as high risk groups.
Project interventions will be focused to increase awareness and initiate
prevention measures among these high risk groups and to increase access
to information through alternative scurces such as the workplace and
traditional healers. The general population will also benefit from
efforts to stem the inocrease in HIV sero-prevalence with its impact on

economic productivity.

€. Prelimipary Project Description:

Over a five year period of implementation, the project will result in:
an increase in the annual number of STD cases diagnosed and treated: a
reduction in the average number of sexual partner:y within target groups;
and an increase in the demand for and access to condoms within target
groups. Project intervestions to achieve these outputs will be centered
around the following five components: policy dialogue, STD prevention
and control, Information, education and communication (IEC) activities
for prevention and control of HIV/AIDS; condom supply and distribution,
and operations and behavioral research,
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Policy dialogue. informed by reguisite research and analysis. will
address issues that inhibit the efficient and effective developmert cf a
comprehsnsive HIV/AIDS control and preveation program. It is asticipated
that policy discussions will focus on GOZ self-sufficiency. changing GOZ
policies related to customs duties on condoms, foreign exchangse
availability for condom imports, and other constraints inhibiting private
secror participation in condom marksting and distiribution.

The project will assist the Mipistry of Health to develop a national STD
prevention and control program -including decentraliszed diagnostic and STD
treacment a3 well as a national surveillance system to guide efforts to
reduce SID occurrence and limit morbidity due to ETDs. It will also
encompass the development of specifically targeted programs for the
military and other populations who do not seek treatment within the
public secter health care system.

The proposed 1EC componsnt will target programs for youth, workers
through workplace counseling and management workshops, the military,
traditional healers as information providers, and members cf the media tao
improve their information base and reporting about HIV/AIDS and related

issues.

Condom supply and distribution will also bdes a component of the project.
The project will support further devslopmant and refinement of an
appropriate analytical iostrument to estimate present coadcm demand for
HIV/AIDS prevention and the potential increased condom demand resulting
from intensified educational efforts. In addition, short and lomg-term
strategies (including privace sector social marketing and distributics)
will ba developed to maximize GOZ self-sufficiency and effectively
promote and distribute condoms throughout Ziababwe.

The Operations and Behavioral Research component will provide technical
and financial support for ressarch, wvhich will sncoampass a rangs of areas
to include both operational questions such as feasibility studies as well
as delivery modes for IEC. This ressarch will result in mcre effective
IEC interventions and will provide insight inte behavioral chaange
strategies. Lickages between U.S. universities and iadigerous
reseaarchers at the University of Zimbabwe or within other public and
private ressarch inatitutions/organizations will bhe established under

this component.

The lead counterpart agency for the Goveranment of Zimbabwe for AIDS is
the Ministry of Health. The Government has & active program which is
being implemented through a WHO/GPA Medium Term Plan. In addition. the
National AIDS Council and the Zimbabwa AIDS Network Coordicating
Committes are important forces in drawing togsther the public and private

sector.

A wide range of other donors ranging from the Canadians (CIDA)., to the
British {ODA)} to the Europsan Community have HIV-related activities
underway or planned for the near future. Total assistance from a group
of eight donors groups is estimated at $4.5 milliom,
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- 4

The ZAPAC project will be managed by cone FSN AIDS Officer in the General
Development Office. Implementation will be carried out through either
cooperative agreement(s) or contract(s). Projeact development will be
~carried out in conjunction with the Ministry of Health, local AIDS
support groups, and private businesses, It is anticipated that local
expercise can be used to complete much of the analytical work related to

the PP.

D. Desiqn Schedule:

A draft PID has been developed for the projesct, and the Mission
anticipates beginning the design of the PP in the fourth guarter of FY
82. Obligation of the new project is anticipated during the second
quarter of FY 93. USAID Zimbabwe requests authority provided under DOA
553 be delegated to the Mission Director by the Director of AFR/SA to
approve the FPID and PP in the field.

0456M
06/04/92
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TABLE V!l - SCHEDULE OF EV !
(FY 1892 FY 1993 AND I'Y |001

USAID/RTLATERAL 0or AID/W Offce: :
Evaluation Officer MARGOT RIFGFLSON FLLIS
Tite:__peoCRAM OFFICFR

Evaluation Date of

Actihvities Evaluation
t 21

613-0229 ZIMMAN I1  11/93 2/96 9/95 $ 75,000
613-0232 28D 2/94 5796 8/98 $153,000
613-0230 FAMILY

PLANNING 1/93 4793 8/96 $ 44,000
613-0234 GRAIN MKTG.TA 6/95 9/95 /98 $ 50,000

613-0235 PVT. SECTOR
BOUSING TA §/94 12/94 9/97 $ 75,000

613-0237 AIDS :
PREVENTION 8/95 11795 9/98 $ 30,000

FY 1904 MISSION ANNUAL BUDGET SUBMISSION GUIDANCE PAGE 108
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USAID/ZIMBABWE
RESEARCH NARRATIVE

The USAID/Zimbabwe portfolio contains funding for targeted
research activities. These activities include development
research conducted as part of the Zimbabwe Business Development
Program whereby pilot testing is used to examine different
methodologies (development of export processing zones, sub-
contracting and business spin-offs, venture capital financing,
etc.) and result in identification of msethods to promote
business development and trade and investment in Zisbabwe. One
example is work being tomducted on export processing rones which
will deterwmine not only EFZ fessibility and desirability in
Zimbabwe, but should help determine the optisum design
requirements for EPZ's. As part of the new AIDS Prevention and
Control Froject, demographic data collection will be undertaken,
as will behavioral and operational research. This research will
fors the basis for information, education and commmciation
activities to be pursusd as part of the project. As in the
past, Project Development and Support resources will fund
demographic data collection, development research, and
operational research, with the largest concentration of
regources used to fund social science research, especially
economic research.

The Mission is increasingly using program assistance to effect
sectoral policy reforms while supporting Zimbabwe's open general
import license system. The two significant sectoral policy
reform programs are in grain marketing and housing. Each
program ia accompanied by projectized technical assistance
including research to assist the Government in the refinement
and implementation of reforms envisioned. As part of the Grain
Marketing Reform Support Technical Assistance FProject,
operational, social science and developmental research will be
undertaken. Indicative research includes an analysis of cost-
saving implications of selling grain at Grain Marketing Board
collection points, soalysis of the impact of GCovernment pricing
pelicy with regard to maize meal retail sark-ups on the
distribution of more expensive meal and assessment of the impact
of the permit aystem on transporter entry into grain sarketing.
The Private Sector Bousing Technical Assistance project
complements the reforms smbraced in the $50 million loan
guaranty and $25 million grant program. Illustrative research
includes investigation intc appropriate technology in
construction, s financisl market desegmentation analysis, as
well as analyses of the potential for broadening resource
mobilization through sumicipal bond markets, comstruction
financing and secondary mortgage markets.
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NARRATIVE

O.E. OVERVIEW OF FY 1994 ABS

USAID/ZIMBABWE's operating expense request has increased only
marginally (21% in FY 1993 and 7% in FY 1994) for this ABS exercise,
Increases are limited to the amounts required to cover inflation and
projected price/wage increases over the next two years. In addition, the
increase provides sufficient resources to meet anticipated personnel
changes resulting from USDH transfers and additional staffing required to
handle the increased levels of foreign assistance propcsed as a result of
Zimbabwe becoming a focus country. Finally, the staffing levels have
increased marginally to ensure adequate financial accountability as a
result of the increased accounting responsibilities the Mission is
incurring for Angola, Botswana, and Namibia,

1993 1994

1992 1993 1994 \_Change A\ _Change
U100 216.8 296.6 198.5 37% -33%
U200 69.7 89.9 116.9 29% 0%
U300  439.1 533.7 644.8 22¢ 218
U400  162.4 187.6 204.1 16% 9%
U500  412.6 415.3 479.7 01w 16%
U600  150.3 167.3 160.4 11% -043

Changes between 1992 and 1993 in function code 100 are due to
projected transfers (3 proposed). The Mission expects assignments of a
new economist, program officer, and a project development officer.
Transfer costs are generally between $25-30,000 per transfer. In FY
1994, costs for this category decrease as there is only one projected
transfer during this year.

Function codes 200 and 300 in both PY 1993 and FY 1994 are
projected to increase as result of wage surveys conduc:ted locally as well
as mandated government pay increases. The Mission has budgeted a 30%
cost of living increase in salaries in both FY 1993 and FY 1994 for the
Foreign Service Nationals. Staffing increases are anticipated, but to
the maximum extent practical, will be funded with program funds.

Function codes 400 and 500 are expected to increase at a level
consistent with the inflation rate (currently 25% annually). 1In order to
reduce operating costs to a manageable level and to minimize our
operating expense request, the Mission has instituted stringent controls
over office operational costs, i.e., use of telephone, fax, etc.,
requires advance approval, travel to sites must be combined to the
maximum extent possible, reduced excursion and APEX fares must be
utilized for all travel, and overtime has been reduced to the minimum.
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Function code 600 increases slightly in FY 1993 to enable the
Mission to install LANS and E-Mail and will decrease in FY 1994 after all
computer eguipment has been procured, The Mission has also moved to .
purchase as much of our office equipment and furniture locally or within
the region as possible to minimize shipping and procurement costs.
Quality of these goods is comparable to the U.S5., so the Mission will
monitor the useful life of the eguipment to ascertain savings over the
long-run.

The Mission has reduced its program focus to. three areas--private
sector, family planning, and natural resource management. A $75 million
housing program is projected to begin in late FY 1992 in Zimbabwe which
is to be managed by a RHUDO direct hire, a project funded program manager
and a secretary. Existing staff levels are adequate only to maintain the
current portfolio. With Zimbabwe being named a focus country as well as
the recent drought in southern Africa which has resulted in an additional
$250 million in food aid being poured into the country, staff increases
are inevitable., 1In addition, the Mission has been assigned the official
accounting station for Namibia, Angola, and Botswana which has resulted
in a doubling of the worklocad within the controller's office. The
Mission has discussed thoroughly staffing implications for the increased
program levels and has ascertained that at least 15 vacant or new foreign
service national positions will need to be filled. A portion of these
positions will be filled by program funded personnel, but the FY 1992
budget includes funds for five additional operating expense funded
positions. These include an additional driver, accountant, secretary,
librarian, and general services person., Additional USDH needs have still
to be finalized and are contingent upon the projected new program levels,

If additional operating expense levels are not forthcoming to
cover these operational expenses, the Missicn will request autherity to
increase the percentage of trust funds utilized to meet operating costs.
The Government of Zimbabwe is to deposit the equivalent of $500,000 in
local funds into the Mission's trust fund within the next month, These
funds represent 10% of the counterpart funds generated from a
grain-marketing pelicy reform project. 1In addition, the Government is
expected to agree to deposit 10% of the local currencies generated under
a follow-on project within the next 12 months. Generations under this
project should approximate $§1 million. The project is under design and
funds will be obligated by September 30.

The Mission has reduced its trust fund usage in accordance with
AID/W and OMB guidance for FY 1992-94. However, given the anticipated
generations in PY 1992-93, additional trust funds will be available for
use if approval to increase the usage is granted. At least half of the
Mission's expenses are in local currency and use of the trust fund could
minimize the requirement for operating expense monies,

I1f approval to increase trust fund usage is denied and the
operating expense budget level is decreased, the Mission would be
required to seriously consider eliminating one of our focus areas by
deobligating and terminating projects, straight-lining our program
levels, and/or requesting AID/W to transfer the accounting
responsibilities for other Missions to another post.
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