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ACTION MEMORANDUM FOR THE ADMINISTRATOR V
. SEP 23 1982

THRU: ES g%@; . U Ujﬁﬁbﬁm
THRU: AA/PPC, Mr. John R. Bolton Cé:hhj"flégh‘ 3
FROM: AA/AFR, F. S. Ruddy w”’/ ARy,
SURJECT: PAAD Authorization - Zimbabwe Agricultural Seetor Assistance

Program (613-0209)
Problem:
Your approval is requested for a grant of $45,000,000 from the Section 531 Economic
Support Fund appropriation to the Government of Zimbabwe (GOZ) for the Zimbabwe
Agricultural Sector Assistance Program (613-0209). We plan to obligate $15,000,000 in
FY 1982 and the balance of $30,000,000 incrementally in FY 1983 and FY 1984.

Discussion:

Choice of Sector Assistance

This grant constitutes partial fulfillment of the U.S. pledge made at the 1981 Zimbabwe
Conference on Reconstruction and Development and is aimed at providing resources to
the GOZ to help it implement various policy reforms in the agricultural sector, with
special emphasis on benefits to the smallholder. The sector assistance format is chosen
because it provides greater development focus and a closer linkage to agricultural policy
and program objectives than the cash grant and CIP mechanisms which have characterized
AID assistance to Zimbabwe since independence in 1980. The program sector grant
provides a vehicle to address key problems in the agricultural sector without relying
or individual projects which would require heavy direet AID involvement to implement
and thus a larger AID presence in Zimbabwe than is considered desirable. The concept
of sector assistance in Africa is innovative and should be approached with caution
because of burdens placed on the host government and difficulties inherent in translating
policy reform into action programs. Notwithstanding these difficulties, Zimbabwe
occupies a unique position among developing countries in Africa. Among its assets are
a well-developed agricultural infrastructure and, by any African standard, well-staffed
agricultural institutions, both public and private. Although the GOZ may need outside
technical expertise in specialized areas on a relatively short-term basis, there is no
shortage of skilled administrators in government. The GOZ has demonstrated that it
possesses a degree of sophistication in the planning and management of government
operations which is rare among developing countries. After careful consiceration, we
have deterrnined that program sector assistance is the most appropriate mode to provide
resources to the GOZ for the agricultural sector.

Program Description

The framework for this sector grant is based largely on AID's agricultural sector
assessment, conducted in April 1982. In that analysis, seven constraint areas were
identified in agriculture, all of which impact upon the GOZ's efforts to improve the
position of Zimbabwean smallholders. The constraint areas are agricultural research,
extension, credit, marketing and input supply, land and water use, agricultural manpower
training, and poliey planning. The agricultural sector assessment showed that GOZ
budgetary resources are inadequate to finance all of the activities necessary to fully
address the constraint areas. The grant is designed to provide support to the GOZ
budget in meeting this resource gap.
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Of the grant total of $45 million, the equivalent of $30 million in local currency will
be generated by a CIP for the purchase of agriculture-related commodities from the
U.S. The CIP in itself is not a central! objective of the sector program, but has been
chosen by USAID/Z as the most effective way to provide the local currency needed by
the GOZ to meet the resource gap in activities related to the constraint areas, and at
the same time provice fereign exchange assistance to the Zimbabwean private sector
in agrieulture. However, in those limited instances in which the CIP mechanism eannot
generate neccssary local currency on a timely basis, the USAID Director may utilize
the Special Letter of Credit mechanism to acquire local currency in needed amounts.
Procurement under the CIP will be restricted to the U.S. only and will be ailocated
mainly to the private agricultural sector (809). Since this is a program sector grant,
as opposed to a project sector grant, AID's loeal currency contribution will not be used
directly to finance specific projects, but rather will constitute an additional resource
to the GOZ's agriculture budget for cach year of the sector program. The GOZ will
review with USAID/Z its agriewltural budget, and USAID/Z, with assistance from AID/W
and REDSO/I'A as nceded, must satisfy itself that the budget contains sufficient
activities addressing the constraint areas to utilize effeetively the annual tranche from
the grant. AID local curreney funding may be associated with specifie budgetary line
items, but they should not be "projects" designed specifically to take advantage of the
AID grant. However, the GOZ must demonstrate that the agricultural budget submitted
includes a real increase in activities, not merely a substitution of AID funds for GOZ
funds.

The $15 million balance of the grant will be available to the GOZ to meet some of
the projected foreign exehange budgetary requirements in activities related to the
constraint areas. Specific requirements have not yet been identified. If the GOZ's
foreign exchange needs are insufficient to utilize fully the $15 million balance, the
CIP component of the grant can be expanded accordingly. If AID funds are used to
finance technical services or commodity procurement, applicable AID regulations will
be observed.

Evaluation Criteria

A sector assistance program is generally useful in influencing desirable policy changes.
In this casc, the initiative for the reform comes from the GOZ, with AID playing a
supportive role. Sincce obligation of the full grant amount will be spread over three
years ($15 million each in FY 1982, 1983 and 1984), AID will retain a major degree
of leverage by making the obligation and disbursement of the second and third tranches
subject to satisfactory annual evaluations of the program, based on evidence of progress
in areas of policy reform. First year funds will be disbursed based on GOZ requests
to cover budgetary shortfalls in the constraint areas. The program document (PAAD)
identifies specific clements of policy reform whieh refleet the directions in which the
GOZ proposes to move. Annual evaluations will look for evidence of reasonable progress
in the following policy actions:

(1) allocation of a greater share of total GOZ resources to programs which
beneficially affect low-income smallholders;

(2) reduction and eventual elimination of consumer subsidies resulting from fixed
producer and consuimer prices:

(3) aland rescttlement policy which recognizes availability, competing smallholder
assistance requirements and production/export goals;
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(‘4) application of commercial rates of interest in lending to smallholders;

() An increase in research on crops and integrated crop/livestock systémsk
directed specifically to communal farm conditions;

(6) extension of price stimuli, now applied to major commerecial erops, to some
present and new small farm crops; '

(7) employment of market news and other innovative meastires to extend technical
information on produection and marketing to smallholders, thus serving a large
number of farmers with the number of available extension workers;

(8) adequate government support of rural savings clubs as a mechanism for
mobilizing rural savings for smallholder ecredit and for channelling loan funds at
lower costs through groups to small-scale farmers;

(9) development and adoption of measures to increase cooperation and linkages
between research, extension and university edueation; and

(10) reduction of the costs of essential imputs by substituting lower cost items
and more efficient methods of use, thereby easing the elimination of subsidies;

In addition to the evaluation of the past year's performance in policy matters, USAID/Z
will review past year budgetary expenditures to ensure that activities identified and
agreed to under the prior year budget were actually funded and are progressing
catisfactorily. USAID/Z will also review and approve the GOZ's plan for allocation of
funds under the AID grant for the following year. The GOZ will prepare an annual
budgetary plan outlining totel resource allocation in agriculture for that year and
identifying the line items for which AID funding is proposed to meet shortfalls in
constraint areas. Based on USAID/Z's concurrence, the annual plan will form the basis
for disbursements under the grant. An AID Technical Review Team will assist USAID/Z
in evaluating the annual plans. A ZASA Working Group, with USAID/Z and GOZ
ministerial representation, will be established to provide continuous AID-GOZ dialogue
and as a means of assuring program monitoring.

Responsiveness to AID Directives

The sector program grant contributes to action in several of AID's current policy
priority areas:

(a) as discussed above, support for GOZ policy reform in the agricultural sector,
with special emphasis on benefits to the smallholder.

(b) support to Zimbabwe' private sector through use of the Commodity Import
Program mechanism and through strengthening the smallholders' productive
participation in the agricultural seector. Market analyses undertaken for both
the on-going CIP and this sector assistance program indicate a tremendous demand
for foreign exchange to import a wide assortment of agricultural machinery,
equipment and raw macerials for the private sector.

(c) technology transfer through probable U.S. technical services purchased through
the $15 million foreign exchange element of the program.
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(d) strengthening of Zimbabwe's agricultural institutions through activities in
constraint areas financed under the program sector grant. Likely examples
include expanding agricultural training colleges, institutions and university
programs; institutionalizing linkages between the research service and the
university's Faculty of Agriculture; and strengthening the cooperative system to
cover agricultural production inputs and marketing services.

Coneclusions

We have concluded from the analyses in the Program Assistance Approval Document
(PAAD) that: '

(a) the proposed approach - program sector assistance - and the provisions for
disbursing funds under the grant are technically, economically and administratively
sound;

(b) the timing and funding of the program are appropriately scheduled;

(c) sufficient planning has been completed to implement, monitor and evaluate
progress under the program; and

(d) all statutory criteria have been met.

This program is excluded from the requirement for an Initial Environmental Examination
under Section 216.2(c)(2)(ix) of AID Regulation 16. The determination for a categorical
exclusion is in Section VI. of the P.A.A.D.

The Grant Agreement will contain two conditions precedent, in substance as follows:

(1) Prior to the disbursement of any funds under the grant, the ZASA Working
Group must be established; ana

(2) Prior to the disbursement of funds for each annual budgetary period, a firm
budgetary plan, agreeable to AID and the Grantee, must be established.

The following two covenants will also be included in the Grant Agreement:

(1) That the GOZ will cooperate with AID in the planning/budget eycle, including
the free exchange of relevant information, so that jointly rcceptable programs
are developed in a timely manner; and

(2) That the GOZ will take such steps as necessary to ensure that the approved
fiscal year budget will contain funding to support adequately the constraint areas
identified in the agreed-upon budgetary plan.

Both the Project Review meeting, held on August 9, and the Executive Committee for
Project Review, held on August 16, recommended approval of the Zimbabwe Agricultural
Sector Assistance Program. There were no unresolved issues. The Congressional
Notification was submitted on September 3, 1982, and the waiting period expired on
September 17, 1982.

The rvesponsible officers in USAID/Zimbabwe will be the Missicn Director, Roy Stacy,
and the Agricultural Development Officer, Marcus Winter. The AID/W Project Officer
is Morgan Gilbert, AFR/DR/SA.
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There are presently no significant human rights issues in Zimbabwe.

Recommendation: That you sign the attached FAAD, thereby authorizing the proposed
program in the amount of $45,000,000.

Attachment:
P.A.A.D., Zimbabwe Agricultural Sector Assistance Program

Clearance

General Counsel: CLvanOrman (L&/ Date H&g_—

AA/PFC/PDPR: JEriksson *ﬂ 4 M'u, Date:




Clearances:

DAA/AFR: GPatterson /%\“7' L Date: CZ l 1')7/&2\

AFR/DR: HJohnson »\:.}\; B xxDate: G/ 3/ ¢ v
AFR/DR: NCohen ‘,A ./ﬂ/h 7" Date:r 1337, x. '

GC/AFR: TBork” ~./ Qo o, 7 Dater _1friix

AFR/SA: JHicks .- ~ v s Date: //’L/f L

COM/ALI: PHagan (” Date: 4[>/
,‘,/ TR

AFR/DR/SA: DBlane/Mflbert :agb:9/22/82 x 28818
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I. SUMMARY AND RECOMMENDATIONS

A. Program Title: Zimbabwe Agriculture Sector Assistance (ZASA)

B. Amount
FY 1982 - $15.0 million
FY 1983 - 15.0 million
FY 1984 - 15.0 million

$45.0 million

C. Period of Program Implementation

Five yéars,zfrom October 1982 to September 1987.

D. Funding Source and Terms

ESF grant assistance.

E. Mode of Proposed Assistance

These funds will provide targeted budgetary assistance to support
programs aimed at improving the welfare of smallholder farmers

in Zimbabwe's agricultural sector. Of the total amount,approx-
imately $15 million will finance the direct foreign exchange
costs of U.S. services and goods and approximately $30 million
will finance local costs. The local currency will be generated
by the importation of U.S. commodities, destined for the agri-
cultural sector, using standard CIP procedures except in Year 1
when a Special Letter of Credit mechanism may be utilized to
quickly provide a Timited quantity of local currency to start the
program. A minimum of 80 percent of the foreign exchange
allocations to generate local currency will go to the private
sector. Sales proceeds will be deposited in a special account
and available to finance eligible local costs.

F. Summary Program Background/Rationale

Agriculture plays a vital role within the Zimbabwean economy.

The sector contributes approximately 15 percent to Zimbabwe's

GDP, it accounts for more than one-third of all wage employment
and it provides the principal source of income for nearly two-
thirds of the rural population. Of total 1981 exports, agricul-
tural products (both food and cash crops) accounted for 42 per-
cent., More importantly, as a result of the sector's productivity,
Zimbabwe is essentially self-sufficient in all basic foods arnd,
other than South Africa, is the only maize exporter in the region.
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The succes of the sector has largely been the result of strong
supportive ties between the previous government and the
numercially small but economically powerful commercial

farming groups. Both the flow of resources and the government's
policies favored those farmers to the detriment of the majority
of the rural population. Furthermore, the commercial farming
groups controlled the richest farming areas. The division of
spoils clearly favored the commercial farmers.

Upon assuming control the new Government resolved to redress
this inequity and raise the living standards of the rural
population. Headway has been made over the past two years.
However, the problems facing the GOZ are enormous in scope and
costly in resolution. Also, the time in which to demonstrate
significant progress in this area is constrained by growing
pressures on the Government to make good on land reform promises
made during the war. Furthermore, in addition to the demands
for land reform, there are equally pressing demands for improved
social services -- better housing, more and better education and
improved health facilities. This pent-up demand for rapid im-
provements in the quality of 1ife of the majority is creating
severe economic and political pressures, largely because the GOZ
does not have the internal resources to finance all its desired
programs.

In the agricultural sector, the GOZ is faced with the issue,
within 1imited resources, of encouraging the commercial sector

to continue to produce sufficient food and cash crops to feed

the country and generate foreign exchange from agricultural
exports while stimulating and enabling larger numbers of small
farmers to enter the commercial economy. To achieve this policy
of "growth with equity" within the agricultural sector will
require financial resources that far exceed the G0Z's present and
near-term capability. The Zimbabwe Agricultural Sector
Assistance Program (ZASA) seeks to alleviate some of the pressure
of these budgetary constraints. ‘

Within this framework, the targeted ZASA program has one basic
objective - to support implementation of GOZ policies that will
improve the economic status of the smallholder, viz. increase
smallholder agricultural productivity, production and on-farm
income. To do this, as noted in Sectijon III.E.,does not require
major policy changes but only refinements and resocurces to enable
implementation of adjustments already underway. The ZASA pro-
gram will impact on this process by supporting GOZ programs that
will provide small-scale farmers with greater access to and use
of technologies that will enhance agricultural production and
generate greater income,

The proposed form of assistance is sectoral rather than project
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assistance. Given conditions in Zimbabwe, this approach is both
appropriate and desirable. It was developed to respond to the GOZ's
continuing institutional capabilities and its record of accomplishments

in channeling sizable donor resources (including AID) into post-Independ-
ence emergency reconstruction and rehabilitation programs in rural areas.
The GOZ capacity to plan and implement programs and activities in the
agricultural sector has been tested and judged adequate. The sector plan
framework intc which the program fits is reasonable and balanced. With
continued confidence in the GOZ, this approach offers a flexible programm-
ing mechanism through which the highest priority plans to strengthen small-
holder participation in the sector, consistent with overall plans, can be
undertaken. Programmatic advantages of this approach fTor the G0Z include
foreign exchange relief, thereby easing a balance-of-payments deficit, and
a gizeable infusion of (inancial resources to help mect budgetary shortfalls,
Advantages to AID include an opportunity to participate in the discussion
of refinements to agricultural policies which will infuence sector per-
formance within the national economy. In addition, this approach will
minimize the management burden on Mission operations.

G. sSummary i‘rogram Description

Under this ZASA program grant, a total of $45.0 million will be obligated
over a three-ycar period, with disbursements over five years. The program
is, in essence, a controlled resource transfer to the GOZ in the form of
budgetary support targeted to meet resource gaps in seven constraint areas
which dircctly impact on Zimbabwean smailholders. The constraint areas,
identified during the FY 1932 agricultural sector asscssment, are agricul-
tural research, extension, credit, marketing and input supply, land and
water usc, agricultural manpower training and policy/planning.

Release of (unds to the GOZ budget will be contingent upon satisfaction of
general criteria that program resources: (a) are directed at relieving the
specific sector constraints mentioned above; (b) have the potential to, or
will directly, improve the welfare of Zimbabwean smallholders; (c) are
reasonable in terms of the types of activities to be funded; (d) will help
meet an identified budgetary shortfall; and (e) will not impose an unaccept-—
able recurrent cost burden. An annual program review will evaluate the
continuing commitment and momentum of ihe GO/ toward sound scctor objectives.
See Section VI. A., Lvaluation, for a discussion of the sector performance
criteria which will be used in the reviews. Provision of incremental
funding in FY 31983 wd FY 1984 will depend on the outcome of the revicws.
Policy dialoguc on both micro- and macro-development issuves will also be

a key feature of the ZASA program (scee Section V. Program Implementation).

With regard to the use of AID funds, it is antizipated that Coreign exchange
will he utilized to support the furcign exchange budgetary nceds of the GOZ

in activities related to the constraint areas. In selecting one of several
methods [or generating ltocal currency, the Design Team opted {or the Commodity
Import: Program (CIP) mechanism. We belicve this approach will maximize trade
advantages [or the U.5. while responding {ully to the requirements of the
Zimbabwean cconomy. The additional local currcncies provided in support of
the GOZ budget will likely be used in expanding credit and cooperative
programs, —onstruction, in-country training, commodity



procurement and operational costs.

The program's implementation mechanism is closely tied to the annual GOZ
budget/planning cycle. Its most critical feature is flexibility in
programming resource flows. In its most simple form it entails: (1) the
development of critical programs and activities in the agricultural sector
by participating GOZ ministries, (2) agreement by an inter-ministerial ZASA
Working Group on program priorities and tunding shortfalls, (3) USAID
review of priorities against the indicated general criteria and agreement
to provide resources in the program areas, followed by (4) tranched releace
of funds. In this process, USAID/Zimbabwe will be strengthened by a con-
tract technical review team.

Disbursements will be monitored to assure that approved programs are

funded to agreed upon levels and to help determine whether continued funding
is warranted. Lastly, the GOZ's planning, design, implementation and

financial management capabilities will be evaluated annually by USAID/Zimbabwe,
REDSO and the technical review teanm.

The above summarizes the ZASA program approach in its simplest form. All
local currency (approximately $30 million) will be programmed as stated
above. On the foreign exchange side, however, there are two variations that
may appear inconsistent with the non-project assistance/budgetary support
nature of the ZASA grant. The Tirst variation relates to technical assistance.
In straight budgectary support, technical assistance would be an integral
(largely foreign cxchange) component of a given GOZ program/budget proposal
and the GOZ would ve free to contract Tor assistance under normal GO7Z pro-
cedures. In the prescent program, however, for reasons discussed elsewhcere,
the GOZ is likely to request that AID contract directly for technical
assistance identified by participating ministries. Although such a direct
contractual arrangement would involve normal AID contracting procedures, GOZ
technical assistance proposals would nonctheless  be developed through the
samc process as local currency programs and activities.

The second variation arises from the fact that AID will directly finance the
foreign exchange costs of any participant training proposed by the GO0Z and
concurred in by AID, rather than simply reclease fTunds to the GOZ and let the
GOZ place and fund its participants under its own procedures. Direct AID
funding is intended to take advantage of G0Z procedurcs and AID contractual
arrangements soon to be established under the ZIMMAN project, thereby avoiding
the need to establish new machinery under ZASA.

Notwithstanding these two hybrid elements developed to respond to the partlcular
circumstances in Zimbabwe, the basic direction



of ZASA is still the controlled transfer of budgetary resources
to the GOZ. ’

In summary, the ZASA program grant is non-project assistance in
terms of its basic purpose: budgetary support to aid the GOZ's
efforts to improve the productivity and increase the on-farm
income of the Zimbabwean small farmer. The annual programming
process is simple and straight forward and minor variations

from traditional non-project assistance modes, i.e., TA and
training, will be carried out following well established pro-
cedures. Finally, the basic premise of this flexible assistance
mode - the GOZ's ongoing planning and implementation capabilities
will be re-assessed annually as an integral part of the annual
budget/programming cycle.

H. Statutory Checklist

Satisfied (See FY 1982 CIP PAAD).

I. Program Issues

None,

J. FEligible Geographic Code Source

Code 000 (U.S. only)

K. PRecommendations

It is strongly recommended by both USAID/Zimbabwe and REDSO/EA
that this agricultural sector assistance program in the amount
of $45,000,000 be authorized for Zimbabwe.

L. PAAD Design Team

Marcus L. Winter, Agricultural Development Officer,
USAID/Zimbabwe.

Dianne Blane, Project Development Officer, AID/WaShihgfor
(AFR/DR/SA). RN

Laurence Hausman, Project Development Officer, REDSG/EA}
Edward Spriggs, Legal Advisor REDSO/EA.

John Lewis, Supply Management Officer, USAID/Zimbabwe.
Jerry Wolgin, Economist, AID/Washington (PPC/PDPR).
Richard Newberg, Agricultural Economist (Contract).
Calvin Martin, Senior Agricultural Officer, REDSO/EA.
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II. PROGRAM BACKGROUND

A. Political Framework and U.S. Objectives

(1) Political Framework

Beginning in 1976, the United States Government (USG) became
actively involved in attempts to reach a negotiated settlement
to the Rhodesian conflict culminating in the Lancaster House
Conference of late 1979. A consistent element in each of the
settlement efforts was a pledge by the USG to provide financial
assistance to the new Government of Zimbabwe, if created as a
result of a negotiated settlement. Zimbabwe achieved independence
on April 18, 1980. The assistance provided to Zimbabwe by the
USG in FYs 1980 and 1981 and pledged for FY's 1982-84 at the
March 1981 Zimbabwe Conference on Reconstruction and Development
(ZIMCORD) can therefore be seen as consistent with these prior
commitments.

A politically stable and economically dynamic Zimbabwe is key to
the stability of the larger southern Africa region. As a non-
aligned and economically important African nation Zimbabwe can
also provide a balanced example on the pragmatics of private and
public sector development and on the pace and methods of politi-
cal change that should be pursued in the region.

(2) U.S. Objectives

The U.S. supports GCZ initiatives to deal with economic and
social problems which have resulted from the war and several
decades of neglect and exploitation of the black population. The
GOZ's Tong-term goal is to change fundamentally the existing
social structure so that economic benefits are more equitably
distributed among the entire population.

Zimbabwe possesses numerous and diversified resources and has an
extensive social and economic infrastructure which has been
built up over many years. Notwithstanding these positive
features, several massive tasks still confront the Government --
completing the repair and reconstruction of war-damaged infra-
structure, stimulating the commercial sector to generate exports
and new employment, and expanding basic social services to much
Targer population groups. To finance these tasks will require
not only the major portion of the GOZ's internal resources but
also substantial infusions of external assistance. The March
1981 ZIMCORD went a long way towards achieving the external
funding objective. The U.S. pledge of $¢75 million for FY 1982,



followed by similar amounts in the succeeding two years,
represents a significant component of the funding package.

Zimbabwe is a country founded and functioning on democratic
principles. There are hopeful signs that a successful, non-
racial society will emerge, with the underpinning of a strong
mixed economy. Such a success will serve as an important
example to other nations, especially South Africa. It is in
the U.S. interest to assist Zimbabwe to achieve this success,
and it formed the prinicpal rationale behind the substantial
U.S. commitment at ZIMCORD. This commitment is being partially
implemented via this Agricultural Sector Assistance program.

B. CGOZ Development Strategy

At Independence, the Government faced a number of severe pro-
blems, including reconstruction, resettlement of displaced
persons and refugees, the fears of whites that they would be

excluded from the new order, and the need to maintain the

vitality of the modern economy while moving quickly to a more
equitable distribution of incomes and assets.

The strategy adopted by the Mugabe government to deal with
these problems is essentially fourfold:

(1) maintenance of economic prosperity by stimulating
the private sector to expand production, create
additional employment and increase exports;

(2) initiation of a resettlement program to shift
black farmers from the former Tribal Trust Lands
to underutilized land in the commercial farm1ng
areas;

~{3) reconstruction and investment in the communal
-~ land areas; and ~

(4) vast expansion of government services to the
African population, particularly in health and
education.

In August, 1982 the GOZ plans to release a comprehensive Three
Year Transitional Plan, detailing its medium- and long-term
development goals. It is expected that the new plan will con-
tain a policy overview, sector strategies and financial require-
ments, essentially updating the earlier GOZ document which

served as a framework for donors at ZIMCORD. It is also expected
that the plan will continue to emphasize equitable economic
growth and the basic strategies outlined above.



C. U.S. Assistance Strategy

(1) General Statement

USAID/Zimbabwe's FY 1984 Country Development Strategy Statement
(CDSS), prepared in May 1982, presents a comprehensive dis-
cussion and supporting analysis of the Mission's proposed
strategy and assistance levels. In summary, the proposed
strategy is focussed on (a) relaxing the ccnstraints to overall
economic growth in Zimbabwe and (b) removirg the causes of
poverty. Both elements of this strategy seek to support GOZ
efforts to achieve self-sustained, equitable growth. The com-
ponents of the Mission's strategy to relax constraints to
overall economic growth include easing the balance of payments
situation and maintaining the performance of the private sector
through foreign exchange relief, plus helping reduce shortages
of skillec manpower and supperting institution-building efforts.
The strategy components to remocve the causes of poverty include
enlarging agricultural production, particularly small-holder;
improving human productivity through skills development and
qualitative, as well as quantitative, improvements in education;
expanding employment generation in both tne modern sector and

of f-farm in rural areas; and moderating the population growth
rate, now estimated at close to 4.C percent.

The programming of U.S. assistance to support this strategy
takes into account the political and economic fluidity in
Zimbabwe. Although the GOZ has already described many of its
major policies and strategies, it has been understardably

stower in translating them into specific courses of action.

What has guided U.S. actions to date is the fact that Zimbabwe's
political structure is broadly democratic and oriented toward
equitable growth objectives. The GOZ has adopted a generally
pragmatic, free-market approac® to achieving these objectives,
and this approach has the full support of the USAID.

(2) Program Relationship to the CDSS

As mentioned above, one of the four components of the Mission's
strategy to remove the causes of poverty is to enlarge agricul-
tural productivity. In general, the agricultural sector is
already productive and benefits from a policy environment and
institutional system which has provided oroduction incentives
and support services. The target group, however, has historically
been the larger, private commercial farmer whose interest has
been in achieving high production output. This existing system
is now being challenged to address more adequately the require-
ments of the small-holder while maintaining the productivity of
the commercial farmer.

Following on the resuits of the "Assessment of the Agricultural



Sector in Zimbabwe and Proposed Assistance Strategy for USAID",
completed in April 1982, the FY 1984 CDSS recommends that a
substantial resource flow be directed toward strengthening
agricultural research, extension, credit, marketing and input
supply, land and water use and agricultural manpower training
institutions. Assistance in undertaking sector policy analyses
and feasibility studies is also recommended.

The CDSS also proposes an implementation approach through sector,
rather than project, assistance. A determining factor in
supporting this approach has been recognition that the central
administration of the GOZ is probably one of the most capable

and most efficient in Africa. For this rzason, the FY 1983

CDSS stated that "the USAID strategy is to rely heavily on GOZ
capabilities for planning and implementation ¢f their own develop-
ment program." This confidence remains well-founded and has

been confirmed in the FY 1984 C0CSS and in implementation of the

FY 19€8C and FY 1981 program grants and the FY 1982 Commodity
Import Program. Each funding mechanism has offered the GOZ
maximum flexibility in programming local currency generations

in sectors of mutual concern. It is also the theme which should
continue in providing future U.S. resource assistance flows,
including this program.

D. Present and Proposed AID Assistance to Zimbabwe

AID assistance to Zimbabwe to date has focussed on transferring
sizable resource flows through flexible mechanisms. FY 1980 and
FY 1981 program (cash) grants totalling $44.3 million and a
Rural Health Services grant ($2.0 million) have been used to
finance partially the GOZ7's emergency reconstruction and rehabil-
itation program in the rural areas. Based on the GOZ's record
of accomplishment and proven capacity to absorb effectively and
channel substantial funds fo- a variety of activities throughout
Zimhabwe under the grants, in FY 1982 the first Commodity Import
Program (CIP) was authorized for $50.0 million. The CIP ob-
jectives are twofold: (a) to stimulate the Zimbabwe commercial
sector to play its critical role in national rebuilding and
employment creation by making available AID foreign exchange
resources; and (b) to support GOZ reconstruction and development
initiatives by using the local currency generations to finance
public sector programs and activities in education, health,
agriculture and/or small-zcale enterprisc promotion. The CIP
approach, as a mechanism c¢f flexible local currency programming,
is judged appropriate for current conditions in Zimbabwe because:
it is responsive to the GCZ's financial requirements; it re-
flects the comwpetent functioning of the GOZ public sector; and
it is in keeping with the Lbusinesslike relationship which
characterizes AID-GOZ dealings to date. A similar rationale



underlies the FY 1982 Housing Investment Guaranty program of
$25.0 miltion. ~

As the GOZ ministries have settled down to the task of re-
directing public services to the majority population, longer-
term requirements and development needs have surfaced. On

the basis of continuing dialogue with GOZ counterparts, re-
quirements have been judged most urgent in agricultural and
manpower development. Project and program investments in these
two key components of the AID strateqy in Zimbabwe will be
initiated in FY 1982. The Zimbabwe Manpower Development (ZIMMAN)
project will ease the skilled manpower shortage by supporting
short- and leng-term U.S. and third country training for
Zimbabweans who now staff the GOZ training institutions and
colleges. In their absence, U.S. short-term advisors will con-
duct in-service training of trainers programs. A broader

range of devalopment requirements in the education sector will
be met through a human resources development sector grant, now
scheduled for FY 1983 authorization. I{ is anticipated that
this sector program will be designed much along the lines of
this ZASA program.

The AID management strategy for providing assistance to
Zimbabwe reflects both the country-specific conditions and an
effort to streamline the Mission operation. Reflecting confi-
‘dence in the GOZ's competence to determine its development
needs for itself, AID has responded with programs which offer
speed and flexibility of disbursements and which necessarily
rely on the GOZ's planning and implementation capability. The
strategy is also implemented in the USAID Mission operation
which functions with a professional staff of six.

E. Zimbabwe's Agricultural Sector

The role of agriculture in Zimbabwe is highly important. In
addition to being the second largest sector, providing 13-16
percent of GDP (surpassed by manufacturing which contributes
about 2% percent), agriculture employs over one-third of all
those in wage employment, serves as a source of income for the
50-60 percent of the population resident in rural areas and
directly accounts for 30-40 percent of foreign exchange earnings.
This sector produces a surplus of food and, as a supplier of
rav materials or consumer of finished products, is involved in
supporting the majority of the manufacturing industry in the
country.

But the gross figures conceal the highly dualistic nature of the
sector. On the one hand there are 5,000+ large commercial farms
covering about 40 percent of the total area of Zimbabwe and some
70 percent of the best quality land. These farms account for
nearly all the wage employment and produce about 70 percent of

1/ For additional detail on the sector see Annex A
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total output and 90 percent of marketed production. This
subsector is well-provided with a services and infrastruc-
ture system enabling high yields and the utilization of
advanced technology while maintaining the rescurce base.

The other major subsector is the African Purchase Land and
communal area farmers. These 700-800,000 farmers operate

about 45 percent of Zimbabwe's land area (an average cf about
22 hectares per family, of which 3 are cropped), producing only
30 percent of agricultural output. Access to services and
inputs in these areas varies. These farms are generally
characterized by low yields, low levels of technolegy, low
lTevels of purchased input and a deteriorating natural resource
base. Until recentiy these farmers have been the neglected
majority.

The combination of agriculture's importance and its dualistic
nature confronts the Government of Zimbabwe with something of

a dilemma. An expansion in both sub-sectors, and the more
efficient use of currently under-utilized land and labor re-
sources leading to higher productivity, is a cornerstone and
requisite to the achievement of the GOZ's "growth with equity"
objective. The issue is how to continue supporting and en-
couraging output from the large-scale commercial sector while
also stimulating increased output and productivity in the
densely populated smallholder areas. The pragmatic answer is
to expand existing institutions and, as needed, to develop new
institutions in order to enahle reasonable access to required
inputs and services by both commercial and communal farmers.
Only an expansion in research, marketing, animal health, exten-
sion, credit and other activities will allow production-
supporting efforts in commercial areas to continue while similar
programs are developed or intensified in small-scale areas.

Such an expansion, however, requires additional resources at a
time when there are also large requirements in other productive
and social service sectors to correct resource and service im-
balances deriving from an earlier period. At the same time
attempts to keep budget deficits and inflation to manageable
levels mean 1imits on the rate of expenditure growth. MNeverthe-
less, the GOZ has responded to the needs in agriculture/rural
development by increasing recurrent budgetary allocations for
development activities from 1981/82 to 1982/83 by roughly 41
percent. 1/

In absolute terms, the recurrent allocation to agriculture/rural
development of approximately 5110 million in 1982/83 1/ repre-
sents about 4 percent of the total GOZ recurrent budget. A
lTimited analysis of actual allocations within the agricultural

1/ Excludes allocations for the consumer subsidies
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sector budget suggests that the smallholder sub-sector is
receiving resources roughly in line with current output
levels but is not being favorably treated vis-a-vis other
groups or if higher output Tevels are to be stimulated.
Constraints on budget growth and efforts to maintain on-
going programs limit resources available for channeling to
smallholders.

In the 1982/83 capital budget, the first year of the Three-
Year Transitional Plan period, agriculture/rural devzlopment
is given a major priority. Preliminary fiqures indicate an
allocation of 25 percent of total resources or about $230
million for the Ministries of Agriculture (including para-
statals) and Lands, Resettlement and Rural Development and
the University of Zimbabwe. (See Section III.C. for an
allocations breakdown). In addition, investments in other
areas, such as rural roads and transport, also impact an agri-
culture. Assuming that necessary resources to implement the
plans are secured, it appears agriculture/rural development
will receive attention in accordance with its importance.

Within the overall sector, it is proposed that U.S. resources

be directed toward programs which benefit primarily, but not
exclusively, the smallholder. This proposal follows from the
conclusion that the Targe-scale sub-sector does not require the
same degree of assistance. It is productive, prosperous, well-
serviced and able to expand with only a maintenance of current
government support required. Further, most prohlems facing the
sub-sector are either not subject to assistance (rising Tlabor
costs, for example) or those of the larger economy (foreign
exchange shortages) and will, in certain instances, be

addressed by other USAID assistance efforts, e.g., the Commodity
Import Program. Nevertheless, the Zimbabwe Agricultural Sector
Assistance program will affect the large-scale sub-sector as the
additional resources enable more domestic funds to continue
flowing to programs benefiting large-scale producers and as
foreign exchange is allocated for agricultural imports to
generate local currency. Suggested investments to expand per-
sonnel numbers will likewise permit the staffing of a wider
range of programs by both the government and the private sector.

F. QOther Donor Assistance to the Aaricultural Sector

Available information indicates that since Independence other
donors have made firm assistance commitments to Zimbabwe in an
amount of roughly $950 million. Actual expenditures are at a

much Tower, but not specifically known, level. Of the commitments,
$216 million is for reconstruction/resettliement, $227 million for
development projects and 3418 million for types of program
assistance.
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Within agriculture/rural development, although over one year
has passed since the ZIMCORD Conference, a great deal of
fluidity still exists in donor assistance plans. Teams and
individuals from various countries and organizations have
visited Zimbabwe for the purpose of defining the ZIMCORD
pledges, but concrete plans under final design or implemen-
tation remain less than might have been expected. This is

due partly to the long planning process whith donors generally
follow, partly to initjal GOZ inexperience in dealing with
donors and partly to the lack of complete plans in the form
desired by donors for various possible projects. The situa-
tion has been further exacerbated by delays in the finalization
of the Three-Year Transitional Plan which is expected to pro-
vide both a broad framework of assistance requirements and

the identification of specific projects which have high 60Z
priority for funding.

To date, the United Kingdom has committed roughly $48 million
for land resettlement, with another $25 million planned, and
is providing various short-term and longer-term experts. They
are also providing some research equipment and propose to

fund partially the expansion of Chibero facilities to accommo-
date a practical year for University of Zimbabwe agricultural
students. The World Bank 1is in the process of finalizing a
small-farmer credit scheme, which would provide upward of $45
million over three years, and are also developing/appraising
projects 1in agricultural planning and forestry. The EEC has
provided about $4 million for the development of resettlement
schemes and is planning to finance the buildings and equipment
for the Faculty of Veterinary Medicine at the University of
Zimbabwe. The Federal Republic of Germany is considering a
medium/long-term rural credit scheme ($4.3 million) and
Australia is planning extensive involvement in the livestock
area. Several donors, including the African Development Bank
and the Kuwaiti government, are considering assistance to speci-
fic resettleme