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REF: RDSS

1. SUMMARY. THE EXECUTIVE COMNITTEE {ECY REVIEW OF THE
SOUTHERN AFRICA REGIONAL PROGRAN {SARP} DEVELOPHMENT
STRATEGY {THE RDSS} WAS HELD ON FEBRUARY 24. 1989,
CHAIRED BY DAA/AFR+s E.L. SAIERS AND ATTENDED BY
REPRESENTATIVES FROM THE DESK+ AFR/PD+ AFR/TR+ AFR/DP.
PPCa AND STATE. DIRECTOR HERRICK OF USAID/ZIMBABUE

PRESENTED THE PROGRAM PROPOSAL. THE TRACK RECORD. THE

THINKING BEHIND IT+ AND THE RATIONALE FOR THE SECTORAL
CHOICES MADE. FOUR ISSUES WERE DISCUSSED: THE
EFFICIENCY OF THE REGIONAL APPROACH AS PRESENTLY
CONCEIVED AND MANAGEDS THE SELECTION OF THE SPECIFIC
STRATEGIC SECTORS+ PARTICULARLY THAT OF TRADE AND
ENTREPRENEURSHIPS THE CHOICE OF AREAS FOR FOCUS MITHIN
SECTORSS AND THE RESOURCES NEEDED TO IMPLEMENT AND
MONITOR THE STRATEGY. KEY POINTS ON EACH ISSUE ARE
RECAPPED BELOW. THE RDSS WAS APPROVED WITH THE
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FOLLOWING GENERAL OBSERVATIONS: {A} ACTIVITIES 70 BE
FINANCED WITHIN THE APPROVED STRATEGIC OBJECTIVES MAY
WELL BE OF TwO TYPES. THOSE WHICH ARE INHERENTLY
REGIONAL {I.E.+ WITH CROSS-BORDER IMPACTSY IN NATURE AND
THOSE WHICH. WHILE IMPLEMENTED IN ONLY ONE COUNTRY.
SERVE AS PILOT EFFORTS TO TEST AN APPROACH TO DEALING
WITH A REGIONAL PROBLEM {E.G.+ THE NPA POPULATION SECTOR
PROGRAM IN BOTSWANAY. THESE LATTER WOULD CLEARLY FORMN

- PART OF THE SADCC REGIONAL PROGRAM AND REPEAT AND
"CONTRIBUTE TO THE REGIONAL LEARNING CURVES {B} THE

FUNDING LEVEL OF DOLS. 50 MILLION PER YEAR SHOULD BE.-
USED AS THE PLANNING FIGURE FOR THE REGIONAL PROGRAMN. .
RATHER THAN THE HIGHER ONE USED IN THE RDSS3 AND {(}
THE SARP SHOULD+ IN MOVING TOWARD THE PRESENTATION OF AN
ACTION PLAN NEXT YEAR. FOCUS ON DEVELOPING BENCHMARKS
FOR MEASURING PROGRESS IN IMPLEMENTING THE REGIONAL
STRATEGY. THE REGIONAL MISSION WAS COMPLIMENTED FOR

HAVING PRODUCED A READABLE. WELL-REASONED DOCUMENT. END

SUMNARY .

2. DIRECTOR HERRICK OPENED THE MEETING WITH A USEFUL
OVERVIEW OF WHERE THE REGIONAL PROGRAM HAD BEEN AND UWHAT
LESSONS HAD BEEN LEARNED SINCE 1982. SHE REFLECTED ON
THE GROWING EXPERIENCE OF THE SADCC SECRETARIAT AND
COMMITTEES AND THE ROLE THE U.S. CAN PLAY IN SUPPORTING
KEY IDEAS. SUCH AS THAT EXPRESSED AT THE LAST CONFERENCE
REGARDING THE APPROACH THAT SADCC INTENDS TO TAKE TO
ENCOURAGE PRIVATE SECTOR GROWTH. MS. HERRICK ALSO
REVIEWED THE ANALYTICAL BASES OF THE SECTORS CHOSEN FOR
CONCENTRATION AND NOTED THAT ANALYSES HIGHLIGHTED THE
IMPORTANCE OF A CONSTRUCTIVE POLICY CLIMATE. :
PARTICULARLY IN THE TRADE AREA. THE SADCC SECRETARIAT
HAS BEEN CONSULTED AND IS SUPPORTIVE OF THE OVERALL
PROGRAN.

3. ISSUE L. UWHETHER THE WAY THE REGIONAL ASSISTANCE
PROGRAM IS NOW CONCEIVED AND MANAGED IS THE MOST
EFFICIENT AND EFFECTIVE WAY TO QUOTE ACHIEVE BALANCED
ECONOMIC GROWTH FOR EACH COUNTRY AND FOR THE REGION AS A
WHOLE AND {T0 REDUCEY} ECONOMIC DEPENDENCE OF SADCC
MEMBER COUNTRIES ON SOUTH AFRICA UNQUOTE.

DISCUSSION: THE IMPORTANCE OF THE REGIONAL PROGRAM
BUDGET IN THE TOTAL AMOUNT OF A.I.D. FUNDING FOR THE
COUNTRIES IN THE REGION WAS DISCUSSED. APPROXIMATELY uO
PERCENT OF THE TOTAL COMES FROM THE SARP APPROPRIATION.
DPISCUSSION OF THE ISSUE CENTERED ON THE QUESTION 0OF
WHETHER THESE RESOURCES WERE BEING BEST USED BY APPLYING

UNCLASSIFIED
0F 185 (6L)



Foubbhny

UNCLASSIFIED 3

REGIONAL RATHER THAN NATIONAL CRITERIA FOR ALLOCATION.
CONCERN WAS EXPRESSED THAT THE RDSS DOES NOT PROVIDE
ENOUGH INFORMATION ON THE RELATIONSHIP BETWEEN REGIONAL
AND BILATERAL FUNDING AND PRIORITIES TO MAKE AN INFORMED
PROGRAM DECISION ON THAT POINT. IT WAS NOTED. HOWEVER,
THAT IT IS ALMOST IMPOSSIBLE TO COME TO AN A PRIORI
CONCLUSION AS TO THE CORRECT PROPORTION FOR BILATERAL
AND REGIONAL FUNDING- THE PRESENT MIX. MHICH IS
DETERMINED BY THE SEPARATE APPROPRIATION FOR THE SADCC

-PROGRAM. IN COMBINATION WITH BUREAU DECISIONS ON

INDIVIDUAL COUNTRY LEVELS. IS PROBABLY BEST. CERTAIN
DEVELOPMENT CONCERNS+ E-G.+ DELIVERY OF BASIC HUMAN
NEEDS+ INTERNAL MARKETING INSTITUTIONS. AND ESPECIALLY.
POLICY REFORMS AFFECTING EXPORTS AND ENTREPRENEURSHIP.,
WERE THOUGHT TO BE BEST ADDRESSED ON A NATIONAL BASIS.
WHAT WAS DIFFICULT TO GRASP WAS THE RELATIONSHIP. IF
ANY+ BETWEEN BILATERAL DEVELOPMENT EFFORTS AND THE
REGIONAL PRGROAM. TO WHAT DEGREE SHOULD THERE BE
SIMILARITY BETHWEEN MISSION LEVEL STRATEGIC OBJECTIVES
AND REGIONAL ONES. NEED THEY BE SIMILAR TO ACHIEVE
OPTINUN INMNPACT? ESSENTIALLY THE PROCESS OF APPLYING
PERFORMANCE~BASED CRITERIA FOR ALLOCATING THE REGIONAL
RESOURCES {AS IS IMPLIED WITH THE NOTION OF MISSIONS
TAPPING INTO THE REGIONAL RESOURCES WHEN THEY HAVE AN
INITIATIVE IN TRADE/ENTREPRENEURSHIP} WAS VIEWED
FAVORABLY AS A WAY OF ADDRESSING THIS CONCERN.

CONCLUSTIONS: 1IT IS CLEAR THAT THE PURPOSE OF SADCC AND
THE SARP IS THE SUPPORT OF REGIONAL ACTIVITIES. THIS
EMPHASIS WILL BE CONTINUED. THEREFORE+. WHAT A.I.D. DOES
UITH REGIONAL FUNDS HAS TO BE SADCC-ACCEPTABLE. WITH
SOME REGIONAL ASPECT. IF ONLY A DEMONSTRATION VALUE.
THIS SAID+ PRIORITIES FOR INVESTMENT CAN AND SHOULD (ONE
THROUGH THE BILATERAL PROGRANMMING MECHANISH AS MELL AS
FROM THE TOP DOWN. IT MAKES SENSE TO PROGRAM MWITH AN
EYE TO PERFORMANCE-BASED CRITERIA. ESPECIALLY IN LIGHT
OF A BUREAU DECISION TO INCLUDE THE SARP ALLOCATION AS
PART OF THE FY 90 DEVELOPMENT FUND FOR AFRICA {DFA}
REQEST. HOWEVER. IT IS RECOGNIZED THAT ECONONIC
PERFORMANCE CANNOT BE AN EXCLUSIVE CRITERION. GIVEN THE
POLITICAL BASIS OF THE PROGRAM. FINALLY. IT IS
UNDERSTOOD THAT THE BILATERAL HISSIONS IN THE REGION
HAVE PARTICIPATED IN THE ARTICULATION OF THIS

STRATEGY. OPERATIONALLY IT IS EXPECTED THAT THE SARP
AND BILATERAL ACTION PLANS WILL DERMONSTRATE HOM
PROGRAMMING DECISIONS FOR REGIONAL AND BILATERAL
ACTIVITIES RELATE AND WHY ONE BUDGET MECHANISHM HAS BEEN
CHOSEN OVER THE OTHER. WE WILL ALSO BE LOOKING TO THE
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ANNUAL BUDGET PLANNING EXERCISE FOR BOTH THE SARP AND
THE BILATERAL MISSIONS TO SHOW FURTHER THE RELATIONSHIP
BETWUEEN BILATERAL AND REGIONAL EMPHASES.

4. ISSUE 2. UHETHER THE SELECTION OF THE SPECIFIC
STRATEGIC OBJECTIVES IDENTIFIED IN THE RDSS IS
SUFFICIENTLY SUPPORTED. THE CHOICE OF FOCUS ON TRADE
AND ENTREPRENEURSHIP DEVELOPMENT SEEMS PARTICULARLY
WEAK. '

DISCUSSION: <{A} THE TRANSPORT SECTOR OBJECTIVE WAS
AGREED TO BE A CLEARLY APPROPRIATE ONE. THE QUESTION OF
HOST COUNTRY ABSORPTIVE CAPACITY WAS RAISEDS MS. HERRICK
ASSURED THE EC THAT THE BUDGET HAD BEEN BUILT ON THE
BASIS OF A SECTOR ASSESSMENT AND FROM THE BOTTOM-UP.

THE MISSION WAS MORE THAN SATISFIED THAT THE DEMAND WAS
BOTH REAL AND GREATER THAN SARP RESOURCES. <{B}
ALLEVIATING CONSTRAINTS TO INCREASED TRADE AND

DEVELOPING ENTREPRENEURSHIP ON A REGIONAL BASIS WAS

RECOGNIZED AS DIFFICULT. HOWEVER. POTENTIAL TECHNICAL
ASSISTANCE APPROACHES WERE OUTLINED. INCLUDING
ASSISTANCE TO POTENTIAL EXPORTERS WHC HAVE NOT FOUND
THEIR LINKS TO MARKETS AND FINANCING. CROSS COUNTRY
ANALYSIS OF THE POTENTIAL BENEFITS AND DRAWBACKS TO DRY
PORTS+ AND CROSS-FERTILIZATION AMONG CHAMBERS OF
INDUSTRY AND OTHER PRIVATE ORGANIZATIONS. AT THE SANE
TIME+ THE EC RECOGNIZED THAT THE MISSION INTENDS TO
COMBINES ITS TA APPROACH WITH BILATERALLY-DRIVEN POLICY
EFFORTS. THIS WAS HEARTILY ENDORSED. {C} WHY NOT MORE
WORK IN THE ENERGY SECTOR? THE PROCESS THE MISSIONS OF
THE REGION HAD FOLLOWED TO REVIEW THE APPROPRIATENESS OF
U.S. ASSISTANCE TO EACH SADCC SECTOR WAS DISCUSSED AND
APPROVED. 1IN ENERGY~ THOUGH THERE IS NEED FOR SOME
HELP~ THE MEMBER COUNTRIES ARE STILL VERY NATIONALISTIC
IN THEIR APPROACH. AND ARE NOT READY TO PLAN COORDINATED
EXPLOITATION OF THE REGION'S AMPLE RESOURCES. {D} THE
FOCUS ON FOOD SECURITY AS A REGIONAL PROBLEM WAS
QUESTIONED. WHILE THE DESIGNATION OF FOOD SECURITY AS
AN EMPHASIS IS CONSISTENT WITH SADCCT'S POLICY APPROACH.
A.I.D.!'S EMPHASIS MIGHT BETTER BE DESCRIBED AS
AGRICULTURAL DEVELOPMENT AND SUSTAINABLE RESOURCE USE.
IT WAS NOTED BY DP/PAR THAT WHILE THERE MIGHT BE SONE
LOGICAL INCONSISTENCY WITH THE MISSION'S APPROACH. IT
WARRANTED NEITHER FURTHER DISCUSSION OR DOCUMENT
REVISION.

CONCLUSION: THE SECTORS OF CONCENTRATION SELECTED ARE
APPROPRIATE AND WERE APPROVED BY THE £EC. THE MISSION
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WAS CAUTIONED TO ENSURE THAT THE LEVEL OF DOLLAR
RESQURCES DIRECTED TO TRADE AND ENTREPRENEURSHIP
OBJECTIVES IS APPROPRIATE TO THE REAL LEVEL OF INPACT
ANTICIPATED FROM THE INVESTHENT.

5. ISSUE 3. WHETHER THE CHOICE OF AREAS FOR FoCus
WITHIN SECTORS IS APPROPRIATE.

DISCUSSION: {A} TRANSPORT. THE RDPSS RAISED THE ISSUE
WHETHER THE MISSION WAS COMMITTED TO HARDWARE FIRST. AND
MANAGEMENT AND POLICIES ONLY SECONDARILY. THE DIRECTOR
DECLARED THAT IT IS MISSION INTENT TO CONCENTRATZ ON
NANAGEMENT AND OPERATIONS. FINANCIAL ISSUES AND 20LICY
BEFORE HARDUARE. . THE EC FULLY SUPPORTS THIS
PRIORITIZATION AND WILL LOOK TO SEE IT CARRIED THROUGH
IN PLANNING AND DESIGN DOCUMENTATION. {BY} AGRICULTURAL
RESEARCH. (CONCERN WITH THE WAY IN WHICH AGRICULTURAL
RESEARCH GETS TURNED INTO PRODUCTION PROGRAMS HAS
EXPRESSED. AID/W WILL EXPECT THE REGIONAL AND VARIOUS
BILATERAL ACTION PLANS TO ELABORATE ON THIS. <{(}
STUDIES. THE STUDIES COMPONENT OF THE STRATEGY.
FOCUSING ON FUTURE THINKING. WILL BE USEFUL BUT THE
MISSION WAS ADVISED TO DRAW ON THE INDICATIVE BUDGET FOR
THIS ACTIVITY TO FINANCE MONITORING AND ASSESSMENT OF
IMPACT OF ACTIONS ALREADY SUPPORTED FOR SOME YEARS =~
SACCAR+ TRANSPORT+ ETC. == AS WELL AS THE HONITORING AND
EVALUATION ACTIVITIES DESCRIBED IN THE RDSS.

CONCLUSION: THE MISSION SHOULD CONCENTRATE ON
DEVELOPMENT OF BENCHMARKS AND NARROWING OF SECTOR
STRATEGIES FOR THE ACTION PLAN. WHICH SHOULD BE PREPARED
FOR REVIEW EARLY IN CY 90. A.I.D.'S OUN NEEDS TO ASSESS
INPACT AS THE STUDIES AGENDA IS DEFINED SHOULD BE
CONSIDERED A PRIORITY.

b« ISSUE 4. WHETHER THERE WILL BE SUFFICIENT RESOURCES
TO INMPLEMENT AND MONITOR THE STRATEGY.

DISCUSSION AND CONCLUSIONS: {NOTE: WHAT FOLLOWS IS IN
ADDITION TO DISCUSSION IN ISSUE 3 RE MONITORING AND
IMPACT ASSESSMSENT NEEDS.} THE RECORD SHOULD SHCH THAT
THE BUREAU PLANS TO MAINTAIN THE REGIONAL PROGRAF AT A
LEVEL OF DOLS. 50 NMILLION PER YEAR. NOT THE AAPL LEVELS

-INDICATED IN THE RDPSS. THE RDSS PROJECTION OF STAFFING

NEEDS WAS REVIEWED. THE STAFFING AND CAPACITY ISSUES
ARE NOT GOING TO GO AWAY. CONTRACTORS WILL HAVE TO BE
USED TO PICK UP THE SLACK. THE INMPORTANCE OF THE USDH
ECONOMIST POSITION IN HARARE WAS STRESSED BY THE
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MISSION. AND IT WAS AGREED THAT THE FILLING OF THAT
POSITION SHOULD BE GIVEN ATTENTION. OTHER NEEDS MUST BE
FILLED BY CONTRACT EMPLOYEES. BUT MISSIONS THROUGHOUT
THE REGION SHOULD BE WARY OF RELYING ON CONTRACTORS TO
PERFORM A.I.D.-UNIQUE PROJECT DESIGN AND INPLEMENTATION
TASKS. THIS MAY REQUIRE SOME NEW APPROACHES TO DEFINING
ROLES FOR USDH AND CONTRACT EMPLOYEES. WYY
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EXECUTIVE SUMMARY

World attention is focused on southern Africa, a region of intense
political activity related to the internal and external policies
in South Africa and their impact. Important economic dimensions
of this evolving situation influence the pace and direction of
growth and development in a region that is important to U.S.
interests.

Southern Africa is a region of over 100 million, primarily rural
based people, who depend on small scale farming for their
livelihood. Agriculture represents on the whole 35% of GDP and
accounts for 26% of export earnings in the region. Per capita GDP
in the region ranges from $1850 in South Africa to $160 in Malawi.
South Africa’'s economic dominance is evidenced by its overall GDP
of $56 billion which is larger than that of the rest of the region
combined, though South Africa's population is only one-third of
the total.

The nine majority ruled nations of the region, members of the
Southern Africa Development Coordination Conference (SADCC), are
bound by similarities in economic status, jointly shared issues

and problems, and their common determination to seek solutions.

The increasing potential for successful development in the region,
combined with U.S. interests in promoting stability and development
in all of ‘Southern Africa, forms the foundation for a regional
strategy of U.S. assistance to the SADCC countries from 1991

through 1995.

SADCC members are Angola, Botswana, Lesotho, Mozambique, Swaziland,
Malawi, Tanzania, Zambia, and Zimbabwe. In aggregate, these nine
countries possess significant amounts of untapped mineral deposits,
including strategic metals (copper, ferrochrome, nickel, and gold).
In addition to the foreign exchange earned from exporting
unprocessed minerals, most of the region's economies depand om
agricultural commodities, tobacco, tea, coffee and sugar.

Economic growth in the region has been constrained by a variety of
external and internal factors. For the shipment of internationally
traded goods, particularly imports of capital equipment, consumer
goods, raw materials and production inputs, the region depends
heavily on South Africa's rail, road and port systems which are
more costly than the still partially inoperative direct routes to
the Atlantic and Indian Oceans. An average 3% population growth
continues to outstrip food production in the region creating a
situation where food production will have to double over the next
10-15 years just to enable the region to feed its people.
Unemployment is a major problem and job creation is constrained by
low private investment, foreign exchange shortages and s:carce
entrepreneurial skills. Several countries are burdened «ith
responsibility for refugees from civil strife. The export
performance of the countries has been lethargic and intra-regional
trade volumes are low. Less than 5% of total SADCC trad2 is
within the region and half of that is with Zimbabwe. For many
SADCC countries South Africa remains the major trading partner.
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SADCC was formed in 1980 in response to these issues. The
organization has the twin goals of coordinating regional development
and reducing the economic dependence of member countries,
particularly dependence on South Africa. SADCC's top priority is
the establishment of viable transport outlets independent of the
longer and costlier South African routes. Agriculture is also high
on the agenda and natural resource issues including the impact of
firewood depletion and soil erosion are of growing concern in the
region. Earnings from trade are esgential to SADCC member
countries, which are seeing now that external markets offer the best
prospects for generating critically needed foreign exchange and must
be a major target of trade promotion activities.

The United States' historic interest in political stability, in the
advancement of human rights, in economic growth and independence,
and in the well being of the disadvantaged, makes the whole of
southern Africa a pivotal and important region in U.S. economic
policy. Econcomic cooperation within that region will bring eventual
economic prosperity. 1In recognition of the commitment of the
members of SADCC to national growth and regional cooperation, and
their progress in developing and gaining support for a Program of
Action to strengthen their ability to produce and to trade, the
United States will help promote the economic strengthening of
national economies and of regional linkages and cooperation. The
U.S. agenda will also bring together expertise to assess the
possibilities for a broader, richer and more wvaried regional economy
following achievement of majority rule in South Africa, whenever
that occurs.

A.I.D's Southern Africa Regional Program has helped SADCC in its
congiderable progress toward its major development objectives. The
U.S. has supported SADCC efforts to 1) strengthen rail, road, and
port facilities that provide more efficient and cost effective
alternatives to South African routes; 2) promote increased exports
to regional and overseas marketg; 3) increase agricultural
productivity and provide regional food security and 4) develop the
region's human resource base and management effectiveness in the
transportation and agriculture sectors.

By the end of the decade of the 1980's the Agency for International
Development (A.I.D.) will have provided over $170 million to improve
capacity and efficiency in the region's rail and road networks.
Seven A.I.D,~funded transportation projects will be in
implementation with promising prospects for improving the capacity
and operational efficiency on major transport corridors.

In agriculture, A.1.D. and other donors have supported research
aimed at developing improved varieties and increasing production of
small grain crops grown by small holders: sorghums and millets. As
part of the 10-year training program 65 agricultural scientists from
the southern Africa region will be trained in sorghum and millet
improvement. The program also supports the mandate of the Southern
Africa Center for Cooperation on Agricultural Research (SACCAR) to
promote better coordination of agricultural education and research
within the regiom.
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SADCC has made important progress in the area of regional food
security. A.I.D.-funded technical assistance has played a pivotal
role in the development of a regional food security strategy which
was approved during the SADCC Consultative Conference in February,
1987. A strategic framework for the analysis and develooment of
new projects in SADCC's seven agricultural sub-sectors now exists
as a result of this activity. Attention is now turning o the
serious issues of natural resource management.

The strategy for U.S. fiscal years 1991 through 1995 evolves from
the strategy for the period of the late 1980's. It will continue
a concentrated effort to promote improved transport infrastructure
but will give attention to matters of efficiency in operations and
financial management issues of costs and competitiveness. It will
respond to the strengths of the SADCC Secretariat in Gabsrone and
the sector units concerned with transport and communications and
with food security by helping those units promote understanding of
policy issues that affect capacities and efficiencies in
transport, availability of food, and econemic growth thraugh
production and trade., It will seek to maintain momentum in
agricultural research that will lead to increased production of
food and other crops, promote the growing recognition of the
importance of conservation and effective use of natural resources,
and train agricultural scientists and producers. It will promote
steps to stimulate the trade and entrepreneurship that are
necessary to economic growth. It will take a leading role in
analyzing the present and future issues facing the regioa.

SADCC's economic linkages with South Africa are extensgive., The
U.S. strategy for development assistance to SADCC will help
redress the economic imbalance in relationships with South
Africa. The reality of the present for some SADCC countries, and
the future for others, however, will entail continuing trade with
and through South Africa. The curreant imbalances in that trade
can be mitigated as SADCC moves toward greater efficiency in its
restored transport infrastructure and toward greater export
earnings from competitive productive sectors.

Economic reform, private sector growth (particularly as it creates
new jobs), and development of market production outside the major
urban centers are consistent with the U.S. strategy for assistance
to Africa as well as with SADCC's own recognition that national
policy reform will be necessary if ite member countries are
successfully to achieve positive rates of growth and confront the
constraints of high population growth, limitations in the natural
resource base and external economic pressures.

Economic linkages within the SADCC region, and mutual cooperation
for purposes of transport, food security, promotion of private
sector agriculture, resource conservation and trade, will be
supported directly through regional projects and indirectly
through studies and discussion of policies and provision of
resources to support economic reform programs adopted by member
countries, See Section III.A., pages 15-17, for a summary of the
program strategy proposed.
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I. QVERVIEW QF THE ENVIRONMENT ¥FOR DEVELOPMENT

Southern Africa as a whole is a region encompassing some 108
million people living in eleven states covering an area
three—-fourths the size of the U.S. Some 35 million of these
people live in the Republiec of South Africa (RSA) and Namibia,
23 million in Tanzania, 14 million in Mozambique, approximately
9 million each in Angola and Zimbabwe and 7 million each in
Malawi and Zambia. Lesotho and Botswana have under 3 million
together, while Swaziland has 700,000 people. Population
growth rates in the region are uniformly high: ranging from
2.3% in South Africa to 3.7% in Zimbabwe.

The average per capita income {GDP) of $1,000 masks tremendous
variation. For example: World Bank data indicate that South
Africa's average per capita income in 1986 was $1,850 (with
immense differences between incomes of whites and of the
majority black population), while the average for the other
countries was closer to $300, varying substantially as between:
Botswana at $840, Zimbabwe at $620, Zambia at $300, and Malawi
at $160. Total GDP is similarly skewed: South Africa with 31%
of the region's population had a 1986 GDP of $56 billion which
was over twice as large as the GDP of the rest of the region
containing twice the number of people. Growth rates of GDP
vary among the countriesg: during the period 1980-1986 growth
rates per year ranged from 11.9% in Botswana and 6.1% in Malawi
to 2.6% in Zimbabwe, 0.8% in South Africa, -0.1% in Zambia and
-9.0% in Mozambigque.

Southern Africa is one of the world's best endowed regions,
with land not yet fully exploited, large mineral deposits,
substantial energy potential, deep water porte, and an existing
transportation infrastructure. Major exports include: oil,
coal, electricity, gold, diamonds, ashestos, copper, chrome,
cobalt, tobacco, meat, tea, coffee, and cereals.

The Southern African Development Coordination Conference
(SADCC) includes all of the independent, majority ruled
countries of the region. Having been aligned in joint
opposition to apartheid in South Africa and the client status
of Namibia, these nations comprise an important region in
themselves, one which is expected to expand when an independent
Namibia joins SADCC.

The peoples and governments of southern Africa share limited
but growing common perspectives on econcemic opportunities and
problems, as well as future possibilities for growth,
development, and regional cooperation. Yet nationalism, for
these countries that won independence within the past 25 years,
is understandably still a powerful force.

The region varies widely in wealth, climate, historical legacy,
ethnic homogeneity, and political ideology. National
boundaries, in many cases cut through ethnic communities that
maintain cross-border cultural and economic ties but are



—-5—

subject to differing national agenda. The essential elements
of regional transport, communications and energy networks that
derive from pre-independence days do link the countries
together to some degree, however, as do historic patterns of
economic production and exchange. The region has the largest
and longest interconnected rail network in Africa, five major
ports, and important energy facilities.

Most of the countries' economies are agriculturally based (with
80%Z of the region's population in agriculture and 70% in
subsistence farming) yet the region's per capita food
production has consistently been declining. Zimbabwe and
Malawi can feed their own people but the rest of the countries
have food deficits. Zimbabwe has significant manufacturing and
mining sectors while mining is especially important to Zambia
and Botswana. The countries are predominantly small, open,
fragile economies and all are dependent upon one or at most a
few major primary agricultural or mining exports.

The countries import very large proportions of needed capital
goods, spare parts and intermediates, as well as a broad range
of consumer goods. Thus they are vulnerable to adverse changes
in the terms of trade and saddled with balance of payments and
debt problems (some $17 billion in total debt burden in 1.986)
with Malawi, Zambia and Tanzania suffering most seriouslv.
Labor forces are mainly engaged in agriculture, and prospects
for creating meaningful jobs for growing work forces center
prominently on rural employment generation. Some countr:es
still send substantial labor forces to the mining industries of
RSA. The rate of urbanization, not yet a widespread problem in
the region except in Zambia (48Z urban), is tightly linked to
the lack of prospects for economic growth and job creation in
rural areas. Average living standards are low and have
declined in 7 of the 9 countries since 1980. Among the world's
"least—developed countries" (per capita income less than $425
in 1986) are Mozambique, Tanzania, Lesotho, Zambia and Malawi.
Even in the higher income countries the incomes of large rural
populations are low, sometimes at no more than subsistence
levels.

Southern Africa, thus, is an area rich in physical and human
resources which could generate widespread prosperity for its
citizens and provide significant markets and products to the
world. CQurrently, however, as one of the world s poorest
regions, it is:

* suffering from repercussions of tensions from
internal insurgency;

* susceptible to movements of refugees and displeaced
persons (estimated at over 1 million and perlkaps
as many as 4.5 million, respectively)};

* adversely affected by poor commodity prices;



* saddled with debt;
* struggling to manage complex economic issues; and
* vulnerable to drought.

But southern Africa is alsc a region whose nations have banded
together through SADCC to reduce economic dependency, especially
on South Africa, improve shared infrastructure, and seek common
solutions to common problems. Progress can be agonizingly slow
and the problems immense and pressing, but significant donor
assistance has brought new resources to the area and promises

to continue helping solve critical problems.

Potential for Regional Development Success

Three developments in southern Africa offer encouragement that
regional efforts at development and integration will accelerate.

Progress Toward Policy Reform: The efforts underway in the

region to achieve better management of economies and to reform
policies could lead to a more conducive financial environment
for productive activity. To varying degrees the countries are
recognizing that reduction in controls and administrative
interventions, encouragement of market influences in pricing
and exchange rate adjustment may lead to the private
investment, domestic and foreign, that is essential to economic
expansion. They see prospects that growth of the economies of
individual states will increase production and consumption,
which will in turn affect levels of imports and exports within
and outside the region, and will attract investment,

Maturing of SADCC: Founded in 1980, SADCC has matured and
achieved significant results for the region. A broad Programme
of Action has been formulated to tackle key aspects of regional
cooperation and development. Transport infrastructure is being
rapidly rehabilitated and rationalized; agriculture has
likewise attracted considerable attention; and a start has been
made at formulating strategies and requirements in other
sectors, All of this is being developed within a lean
organization which seeks tc place responsibility on member
countries and build their capacity for coordinating regional
sector issues and requirements. SADCC's work with multiple
donors to match requirements with available assistance has
operated with increasing smoothness. Thus, the countries in
the region have, on their own, structured and developed a
regional organization that is representing and even leading the
region's agenda for change.

Mobilization of Donors: A third source of optimism stems from

significant donor response to SADCC and its evolving Programme
of Action. Not only the amounts of financial resources
attracted, but the diversity of donors, multilateral and
bilateral, that have been attracted to help the region
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demonstrate a broad-based concern for Southern Africa.
SADCC's Annual Progress Report for 1987-1988 demonstrates the
response of donors to the Programme of Action. The prog-am
included 571 individual projects totalling $7.2 billion in

* transport and communications

* industry and trade

* food, agriculture and natural resources
* energy

* mining

* manpower development, and

* tourism

National government contributions to the Program are tarzeted
at 12% of the total cost, the reminder to be raised from
foreign donors. Funds secured by August 1988 stood at

$2.7 billion or 37% of the total Program of Action, while
another 12% were being negotiated, and 51% or $3.7 billion were
unfunded. The greatest donor assistance has gone into
transport, some $1.9 billion representing 70% of all secured
financing as of July 1988, while industry and trade received
$313 million or 12% of secured financing. Donors support
selected parts of the overall Program to match their int=rests
and priorities; thus, the U.S. has been active in tramsport,
agriculture and institution building; Canada in transport,
energy and agriculture; Sweden in transport and industrial
development, and Germany in transport, agriculture and human
resource development. An underlying rationale for donor
assistance in the region is a shared abhorrence of apartheid
and desire to mitigate the negative effects of South Africa's
regional dominance. But of equal importance is the increasing
confidence among donors that SADCC is an effective organization
representing southern African regional needs of the present,
and of a future that will ultimately include an apartheid-free
South Africa. Few regional groupings of countries have as
quickly, if ever, developed an equal level of mutual confidence
among donors and member countries.
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II. PROBLEM DESCRIPTION AND ANALYSIS

The drive for linkages among the countries in southern Africa
derives from their dependence on world economic conditjions and
on the dominant economy of the Republic of South Africa in the
region. Dependence is manifest most directly in economic
terms, in trade and investment flows and in formal economic
organizations., But dependency within the region derives also
from reliance on South Africa's infrastructure and services as
well as social and political relationships. Given such tight
links, economic success fluctuates with the fortunes and
attitudes of South Africa. An overall cooperative effort can
be of mutual benefit in the long run.

The adversity of world economic conditions continues to bedevil
southern Africa long after recovery has occurred in the
industrial nations. Though not unique to these developing
nations, the impact of this hostile economic environment on the
region and common approaches to dealing with them represents
another shared challenge to growth and development.

A. TIransport

Historically Mozambique and Angola handled most of southern
Africa's requirements outside the region. The Tazara (Tanzania
Zambia Railway) to Dar es Salaam opened in 1975. By the early
1980's, following sanctiones and insurgencies, South Africa had
gained a near monopoly on the regional transport of the
southern tier of countries. Thus, the diversion of 50% of
traffic to South Africa by 1981 and 85% by 1985 resulted in
increased costs for transport services and drastic decreases in
revenues of SADCC ports and railways. The diversion stemmed
from:

* closure, since 1975, of the Benguela rail line (Lobito,
Angola to Zambia) due to insurgency;

* closure of the Nacala, Mozambique to Malawi rail line in
1984 due to insurgency;

* closure of the Beira, Mozambique to Malawi rail line
since 1983, forcing closure of Mozambique's
biggest sugar plantations and only coal mine;

* closure of the Maputo, Mozambique-Zimbabwe rail line
since 1984 due to sabotage and lack of maintenance.
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In recent years traffic to and from SADCC ports has been
concentrated on the Beira and Dar es Salaam routes which
together are unable to carry the full SADCC trade. Management
and maintenance of these networks are weak, however, and
revenues have been depressed as traffic has been diverted to
South Africa.

The magnitude of dependence which these conditions have created
is seen by the proportion of SADCC country transport going
through South Africa: Botswana and Zimbabwe 90%, Swaziland 70%,
Malawi and Zambia 60%, and Mozambique 30%. The dependen:e is
exacerbated by the South African Transport System's ability to
offer more reliable services and attractive deals for lar-ge
exporters, though prices are generally kept as high as the
traffic will bear.

B. Trade

Large movements of exports and imports take place within
southern Africa as a whole. South Africa is dominant in trade
relations, and intra-SADCC trade is low and declining in favor
of increased shares for South Africa. During the 1983-1986
period SADCC imports from South Africa were estimated at $5.5
billion (30% of total imports) while exports to South Af:-ica
stood at less than $1 billion (4.5% of total exports). This
balance of trade surplus has played a central role in South
Africa's balance of payments management and represents some 40%
of its total trade surplus. At the same time intra-SADCC trade
stood at less than $2 billion (combined imports and expo-ts).
Trends for intra-SADCC trade show a drop from the early 1980's
to 1986, with exports falling from 7% to 4.5% and imports
falling from 30% to 24%. Shares of imports from South A‘rica
range from 90% for Botswana, Lesotho and Swaziland to 45% for
Malawi, 20% for Zambia and Zimbabwe, and 10% for Mozambique.
Only a few countries sell more than 10% of their exports to
South Africa: Lesotho and Swaziland 40% and Zimbabwe 20%.

The importance of trade with South Africa derives also from the
types of goods it provides to the region: predominantly
manufactured products including intermediate items, spare parts
and some capital goods, but also services and energy. No
country in SADCC could easily replace South Africa as a
regional supplier, even Zimbabwe which has greater capacity and
potential than other nations currently. South Africa has
marked advantages over outside sources of supply even though it
remaing a high-cost producer by world standards. Transport
costs are lower than from outside the region (which can be
assured by manipulation of transport tariffs in South Africa),
delivery times are shorter and after-sales service is clase.
Also South Africa has aggressively used credit terms to
undersell SADCC suppliers and sometimes outside sellers as well.
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C. Labor Migration

Migration of male laborers from SADCC countries to work in
South African mines has for decades heen a major element of the
economies and societies of Lesotho, Botswana, Swaziland,
Mozambique and Malawi. Lesotho has been the largest supplier
of labor, at an annual level well over 100,000, representing
75% or more of wage labor. Remittances form a large part of
lLesotho GDP: 43% in 1983. Mozambique has traditionally been
the second largest supplier with roughly 50,000 workers
historically having received partial payment in gold to assist
the country's balance of payments. In Botswana major
development of diamond mining has reduced somewhat the relative
importance of remittances from workers but mining work in South
Africa continues to be an important source of employment. As
labor-~saving technology is introduced to the mines, and if
economic or political conditions create more rapid decreases in
South Africa’'s use of migrant labor, the SADCC states will be
faced with even more serious need for domestic growth and
employment.

D. Investment

South Africa is a major investor in the SADCC region. Its
firms are present in most economic sectors throughout the
area. In Zimbabwe an estimated 25% of privately-owned capital
stock has been controlled by South African firms; although
there has been some disinvestment in recent years in mining,
brewing, banking, retailing and manufacturing sectors—under
pressure from and with financial participation by the
Zimbabwean government. In Botswana, Lesotho and Swaziland
indications point to increasing South African investment. The
Reserve Bank of Botswana estimates that 407 of registered
industrial enterprises are South African-owned while 50% of
diamond mining is similarly controlled. Similar ratios apply
to Lesotho and Swaziland. In Zambia South African firms are
key to mining engineering while throughout SADCC they are
involved in the freight and forwarding field. Mining is
heavily linked to South African interests, with some government
parastatals participating in joint-ventures and supplies and
marketing tightly controlled by South African interests.
Ownership by Scouth African firms influences procurement
decisjions of multinationals, as purchases from South Africa are
favored over production of inputs within the SADCC economies.
Indications also point to an increase in SADCC dependence on
South Africa in the manufacturing field, supplementing its
continuing heavy dependence in mining and selected services.
Moreover, political pressures on multinationals for divestment
from South Africa and the depressed economic conditions there
are causing diversion from that country to SADCC nations, and
bringing a considerable element of additional South African
interests into the region.
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Costs stemming from instability and conflict within the region
include war damage, increased allocation of revenue to dzfense,
lost economic output, and decreased efficiency. The physical
destruction of economic and social infrastructure has affected
bridges, schools, clinics, medical transport, and power
facilities. Restoration of infrastructure places additioinal
burdens on SADCC government budgets. Diversion of transport to
South Africa raises costs of production and trade, and rzduces
the revenues and efficiencies possible for SADCC facilities.

The SADCC Secretariat estimates that the total economic -osts
of instability exceed the total of foreign loans and graats
made to SADCC countries in the 1980's. Looked at another way,
such costs are equal to one third of their total export
earnings and 10% of their combined GDP. These costs are
likewise equivalent to a terms of trade loss to the region of
20%2 per annum, coming as it does on top of existing terms of
trade losses and balance of payments difficulties.

F. Recession in the Region

Southern Africa has been drastically affected by world economic
trends during the 1980's. The world recession which hit Africa
hard starting in 1982, while disappearing or declining amnong
the industrial countries since 1986, has lingered in many
developing countries including most of Southern Africa. The
collapee of industrial country growth during the recession led
to rapid and severe declines in prices and quantities of
exportable products while inflationary pressure early in the
1980's pushed up prices of imports. Adverse terms of trade
thus diminished the value of production whose quantities were
likewise decreasing. The result was low levels of GDP growth
in most of the region, much lower than rates of population
growth. During 1980-1984 average yearly real GDP growth rates
were, for Angola, 2.2%, Botswana, 14.9%, Lesotho, 1.0%, Malawi,
1.2%, Mozambique, -8.0%, Swaziland, 3.8%, Tanzania, 0.5%,
Zambia 1.5%, 2imbabwe, 4.7%.

Linked to declines in output were increases in unemployment,
reduced savings, flat rates of investment, and increasing
dependence upon outside donor and commercial resources.
Deficits on government account and in the balance of payments
contributed to financial problems, both in the form of
increased debt load and servicing requirements as well as
excessive government borrowing with its impacts on domestic
inflation and higher borrowing costs to private investors.
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Though growth rates varied among SADCC countries in the period
after 1985, in all cases (except Botswana due to mining) actual
growth was significantly below planned rates. Only in a few
countries was growth during 1985-1987 higher than during the
1980-1984 period: Lesotho at 1.7%, Malawi at 2.3%, Mozambique
at -0.8%, and Tanzania at 3.5%. Throughout the region
continuing stagnation in growth derives from: low rates of net
investment; shortages of imported inputs due to scarce foreign
exchange resources; lack of skilled manpower in some economies;
slow expansion of domestic demand facing producers; increasing
protectionist tendencies; rising import prices in the world;
and continuing depressed price and quantity terms facing major
export products. To these harsh conditions must be added
political instability, which has depressing impacts on economic
activity; periodic natural calamities including drought,
cyclones and floods; and the constraints on economic activity
emanating from economic reform programs of national governments
under conditions of restrained flows of net donor assistance.

In sum, the region is caught in continuing economic
difficulties, with insufficient economic growth to arrest, let
alone reverse, trends in unemployment and low demand. Small and
decreasing intra-regional trade levels are partly due to
region-wide growth levels, and partly a function of economies
with limited complementarity. While each country has its own
particular economic problems associated with slow growth and
its own strategies for attempting to live with scarcity, there
is a common regional dimension to the situation. Investment in
the region by ocutsiders will be determined both by levels of
demand within the nation where production occurs and by broader
prospects for regional markets. It will, likewise, be
determined by how conducive individual economies are to
investment in productive capacity. Trade can rise between
SADCC countries, but only if growth revives in the region.
Inadequate levels of economic activity and growth prospects
thus are shared broadly within Scuthern Africa and delineate a
dimension to the region which binds countries together. Such
dim prospects also vitally shape the region-wide ecomomic
gituation within which donors are asked to respond to SADCC
requests for assistance.

G. Need for Economic Policy Reform

The reality of the continuing harsh economic environment has
brought about widespread recognition of the need for
fundamental economic reforms in the region. Difficult pelicy
changes are being considered while development strategies are
being scaled back to fit diminished resources. Inefficient
production entities can no longer be subsidized within the
policy reform programs agreed upon between southern African
countries and multilateral agencies. Growth cannot increase
without access to additional resources, many of which must come
from outside investment. An improved climate of financial
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incentives and scaled-back government invoivement in the
economy, as well as other measures to promote resource flows
from abroad, are gradually being planned and implemented by
nations in the region.

For the southernmost SADCC countries, economic management
options must be conceived and implemented within the context of
special relationships with South Africa. Botswana s min:ng
wealth has provided a relatively high per capita income _evel
and the resources to pursue economic development and
diversification projects independent of donors and outside
investors. Lesotho is predominantly agricultural with a narrow
industrial base and heavy dependence on workers' remittances
from South Africa, especially after closure of its diamond
mine. - Swaziland maintains a very open economy with two
dominant sectors: agriculture and manufacturing, primarily in
the area of agro-processing.

Only Botswana has an ability to conduct traditional monetary
policy since in 1975 it withdrew from the then Rand Monetary
Area; Lesotho and Swaziland are tightly linked to South Africa
in terms of exchange rates, interest rates, and financial
policies. Even Botswana is proscribed in the range of monetary
policy by close links to South Africa. Membership in the South
African Customs Union severely limits use of protective
measures and, while supplying a substantial portion of
government revenue from customs receipts, removes control over
that revenue source. The openness of the borders to trade
flows and investment mean that Governments in these three
countries can work to stimulate productive activity and
attraction of investment through maintenance of appropriate tax
and subsidy policies as well as selected use of government
involvement in encouraging or even operating production
entities. Thus, the resources available to them are in some
ways larger and more readily available, but their ability to
conduct macroeconomic management of the economies is limited.

In other countries, many of which have undertaken reforms with
the direct help of the IMF, the World Bank and bilateral
donors, there is substantial variation in the severity of
problems to be tackled and the progress made to date. Thus,
Zambia has repudiated the donor-sponsored reform program in
favor of one of its own making. Malawi and 2imbabwe presently
have economic environments closer to what is envisioned &s the
end result of reform than do Mozambique and Tanzania, although
in each country serious problems remain. There may be a direct
relationship between the magnitude of reforms undertaken and
the seriousness of distortions present; the desperate eccnomic
dislocations in Mozambique and Tanzania have recently lec those
countries to make more drastic and fundamental changes tlLan are
occurring in nations with less serious distortions.
Mozambique's current pragmatic approach, under an IMF/World
Bank structural adjustment program, encourages the private
sector, offers incentives to foreign investment, and moves
toward divestment of state-owned farms and factories.
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The poor status of infrastructure, public and private, will act
as a severe barrier to total economic reform and recovery in
some nations in the region, especially those affected by a long
history of economic stagnation and those affected by
insurgency. Reform is inherently threatening to vested
interests, which will fight to retain privileges and delay or
prevent either selected policy reforms or the entire effort to
achieve structural adjustment.

The stark realities of the 1980's, including the world
recession, lingering stagnant growth rates, and dwindling net
resource flows into the region, mean that there is no
alternative for the region's governments other than to continue
pursuit of economic reform. Some relief may be available from
banks and donors in the form of resource flows, but these will
not result in more than slightly higher net inflows. Basically
the 1990's are likely to continue as an era where nations must
learn to promote growth and development largely based on more
efficient mobilization and use of existing resources. Thus,
policy reform efforts and resulting gradual improvements in
economic operations and structures must continue, as a basis
upon which to promote improvements in transport, trade,
investment, agriculture and other areas of economic performance.
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III. D PMEN

A. U.D5. ASSISTANCE OBJECTIVES

The United States supports the general objectives of SADZC,
particularly the themes of cooperation to achieve balancad
economic growth for each country and for the region as a whole
and reduced economic dependence of SADCC member countries on
South Africa. The United States' historic interest in
political stability, in the advancement of human rights, in
economic growth and independence, and in the well being >f the
disadvantaged, makes the whole of southern Africa a pivotal and
important region.

Since 1984 the U.S. has supported SADCC efforts to 1)
strengthen rail, road, and port facilities that provide more
efficient and cost effective alternatives to South African
routes; 2) promote increased exports to regional and overseas
markets; 3) increase agricultural productivity and provide
regional food security and 4) develop the region's human
resource base and management effectiveness in the
transportation and agriculture sectors.

A.I.D's Southern Africa Regional Program has made significant
progress in assisting SADCC to achieve its major development
objectives:

By the end of the decade A.I.D. will have provided over $170
million to improve capacity and efficiency in the region's rail
and rcad networks. Seven A.I.D.-funded transportation projects
will be in implementation with promising prospects for
improving the capacity and operational efficiency on major
transport corridors.

In agriculture, A.I.D. and other donors have supported research
aimed at developing improved varieties and increasing
production of small grain crops grown by small holders:
sorghumg and millets. Over 7,000 varieties of sorghum and
3,000 varieties of millet have been collected from around the
world and for testing and cross breeding. As part of the
10-year program 65 agricultural scientists from the southern
Africa region will be trained in sorghum and millet
improvement. The program also supports the mandate of the
Southern Africa Center for Cooperation on Agricultural Research
(SACCAR) to promote better coordination of agricultural
education and research within the region.

SADCC has made important progress in the area of regiona. food
security. A.I.D.-funded technical assistance has played a
pivotal role in the development of a regional food security
strategy which was approved during the SADCC Consultative
Conference in February, 1987. A strategic framework for the
analysis and development of new projects in SADCC's seven
agricultural sub-sectors now exists as a result of this
activity.
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In recognition of the commitment of the members of SADCC to
national growth and regional cooperation, and their progress in
developing and gaining support for a Programme of Action to
strengthen their ability to produce and to trade, the United
States will continue to support that Programme of Action in
areas that stimulate mutual economic cooperation and promote
efficiencies leading to growth of the economieg of the region.

A.I.D.'s Southern Africa Regional Program will offer support to
redress the most fundamental problems that constrain economic
growth and development in the region. Continued economic
progress is needed to create the foundation necessary for long
term participation in a region that will include a post-
apartheid South Africa. The program will expand U.S.
assistance to improve the physical infrastructure needed to
transport critical inputs and to enable producers to reach new
and expanding markets; it will enhance the ability of the
countries of the region to feed their people and where possible
produce for export; it will support economic policy reform
initiatives on a bilateral basis that will facilitate trade and
business development forming the foundation for sustained
growth; and it will stimulate discussion of future development
options for the region in light of changing political and
economic conditions, including a free Namibia and ultimately a
post—apartheid South Africa.

I. In transportation, the United States' objecfive is to
install capacity and efficiency in the transport systems
that serve regicnal cooperation and provide access to
regional and external markets, and foster the economic
growth that will come through such access. The United
States will expand infrastructure and management
capacities and help improve financial data and
decision-making of the rail and road transport systems
serving current SADCC member nations. The program will
improve the foreign exchange balances of these nations by
reducing costs of transport and increasing their ability
to benefit from improved competitiveness in trade.
Infrastructure utilization will reach the highest levels
achievable and revenues will be in better balance with
expenditures as rates are established in relation to
costs. National and regional leadership will improve
their commitment to efficiencies in operations and
management. Strategies to ensure econcomic competition
between rail and road and among transport corridors and
systems will be identified and taken into consideration.

II. To increase the potential for sustainable foed security in
the region, the United States will support research and
dissemination of research on food crops, training in
agricultural sciences, training of agricultural
entrepreneurs, regional resource management programs, and
training in forest and soil conservation and will promote
cross-border conservation strategies. The program will
apply scientific advances to increase regiomal
productivity on lands suitable for food crops and reduce
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dependence on food imports for the region as a whole. It
will reduce the gap in skills required in national
teaching and extension institutions, and will ensure that
women as well as men are trained, in proportion to their
availability and demand. The program will expose private
sector growers and distributors to the principles and
techniques of marketing. It will support comitment to
conservation on the part of local agricultural and
education staff and water specialists as well as by
national governments. In combination with strategies to
improve national economic performance and trade, the
program will enhance the ability of citizens of the region
to purchase local and imported foods.

To stimulate the trade and entrepreneurship that are so
necessary to economic growth, the United States will offer
assistance to entrepreneurs who require sponsorship or
technical expertise before they can obtain financing for
business with export potential. The program will seek to
identify, and remove, barriers that restrict the role of
females in business. The program will geek to improve the
policy climate for trade in SADCC member natiomns, and will
support measures to promote trade to be taken by
individual countries as appropriate to their economic
status and policy environment. It will aim to help
increagse foreign exchange earnings through regional and
external trade, promote entrepreneurship and efficiencies
in productive sectors as a means toward higher incozes,
expanded consumption and improved living standards.

Major strides can be made in economic growth and
development only if the policy conditions in each country
are conducive to efficient business operations.
Restrictive investment codes, limitations on repatriation
of dividends and profits, centrally controlled foreign
exchange allocation systems, and overvalued domestic
currencies are all barriers to sustained, equitable,
economic growth, The United States will support
individual country efforts to dismantle economic
structures that inhibit efficient operations of fiscal and
monetary institutions.

Finally, in recognition of the dynamic and changing
socio-political environment in southern Africa, the United
States will initiate and support investigation and
analysis of strategies for future regional growth. This
will lead to a broader agenda of development options for
SADCC and enable the United States and SADCC to consider
assistance programs not currently in the program of
action. Scenarios studied will include those of a free
Namibia which would be, potentially, the 10th member of
SADCC; and the economic and political ramifications of a
post-apartheid South Africa on the region.

In the meantime, the United States will continue its program
for disadvantaged South Africans, offering scholarships for
secondary and university training, assistance to black private
enterprises and labor unions, legal assistance to victims of
apartheid, and community development and leadership traiaing.
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B.  TRANSPORTATION

1. Background

The transport system of Southern Africa consists of an
extensive rail, road and port network providing linkages within
the region is well as access to international markets. The
Republic of South Africa (RSA)} has the largest and most well
developed system, with the South African Transport Services
(SATS) rail system spanning 23,740 kms of route length (most of
it double track and electrified) and carrying 172 million tons
annually. Zimbabwe is next in size with a rail system of

3,3%4 kms and carrying l4 million tons annually. The other
SADCC transport systems are all smaller in size and range from
that of Swaziland with 280 kme of track designed to carry

.5 million tons annually to that of Mozambique which carried an
estimated 12 million tons of traffic in 1972. (See Annex I-A)

Prior to the disruptions of transport which started during the
struggle for independence of Mozambique and Zimbabwe between
1973 and 1980, five effective and low cost transport corridors
were available to the landlocked countries of SADCC. These
corridors transported nearly all of SADCC's imports and exports
reliably and at low cost, with only a trickle going through
South Africa. The 4.5 million tons shipped annually by South
Africa through the port of Maputo prior to 1975 accounted for
almost all transit traffic through that port. In 1987,
however, only .5 million tons of RSA traffic was shipped
through Maputo.

Since 1975, four of the five transport corridors of the SADCC
region have been closed by insurgency. They remain closed or
only partially operational. The Benguela rail line to Lobito
serving Zaire, Zambia and Angola has been closed since 1975.
The rail line to Nacala, important for Malawi, was closed in
1984. The line from Malawi south to Beira has been closed
since 1983. The Zimbabwe — Beira line has suffered
interdiction, but under guard by troops from Zimbabwe and
Mozambique, the line operates reliably during daylight hours.
Traffic has increased by 87% from 1986 — 1988, but hag not
reached the level of 1.9 million tons carried im 1975.

The Maputo port system serves as SADCC's main alternative to
RSA routes. Three rail lines feed the port: (1) the Goba line
to Swaziland; (2) the Ressano Garcia line to the RSA; and (3)
the Limpopo line to Zimbabwe. Traffic moves at reduced levels
on the Goba and Ressanc Garara lines because of periodic
sabotage. The Limpopo line was closed to commerecial traffic in
1984, but will be reopened in 1989. The line will be capable
of carrying about 2.0 million toms of carge annually,
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The only line not subject to sabotage is the Zambia - Dar es
Salaam route, also known as the Northern corridor, which
includes, a road-lake-rail connection to Malawi, the Tazara
rail line and the Tanzam highway. The Chinese built the

1860 km Tazara rail line in 1976 specifically to provide access
to the sea for Zambia's copper exports following closure of the
line to Lobito and Zambia's boycott of Rhodesia. The rail liine
had many start-up difficulties and has not been well
maintained. Strong support from donors has provided
alternatives to the inadeguate Chinese locomotives and
substantially improved operations on the line, though actual
capacity is still well below design capacity. The rail line is
paralleled by the Tanzam highway, a road constructed by the
U.S. and the World Bank, which is rough but serviceable.

In addition to the disruptions from sabotage, the SADCC
transport system deteriorated because of loss of technical and
management skills after independence, weak prices for raw
materials, the decline of the region's economy, unwise or
non-existent investment in physical facilities, and shortages
of funds for maintenance and replacement of assets.

The disruptions and decay of the transport system have forced
re-routing of traffic through the longer distance and higher
cost RSA alternative lines (in 1988, 70X of Malawi's foreign
trade used the road corridor through Mozambique's Tete P-ovince
to Zimbabwe and the south). Another major factor affecting the
routing of traffic through RSA ports is the ready availability
and efficiency of the well established SATS transport system.
Even though transport distances through the RSA are
significantly longer (For example, Harare to Durban is 2027 lkm
vs 605 km to Beira; Blantyre to Durban is 2567 kmes vs 64{) kms
to Beira), the large economies of scale of SATS and its
efficient operation yield operating costs per ton kilome=-er
well below those of the SADCC countries. (See Annex I-C).
Because of the longer distances, however, the total costs, even
for large consignments for which the SADCC customer can
negotiate contract rates, are higher than those of the
appropriate SADCC transport system. For example, for large
consignmentg, the charge by rail for containerized tobacco in
1988 from Harare to Beira is 2$1,084; to Durban it is Z$:,088.

In addition to the extensive rail and port system, several
wajor road systems serve intra-regional and overseas trade of
the region. Botswana, Zambia, Malawi, Zimbabwe and Tanzania
are linked through a series of road connections, including the
Tanzam Highway linking Zambia with Dar es Salaam, the
Blantyre-Tete-Harare road, the Lusaka-Chirundu-Harare-Be:ra
road linksg, the Malawi-Zambia connection via Chipata, and
finally, the new road connecting the port of Chilumba on Lake
Malawi with Tazara at Mbeya, Tanzania.
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Although built to satisfactory standards, many of the trunk
roads which serve international trade require rehabilitating.
Except in a few cases, road maintenance has not been a strong
suit of the SADCC countries. The Tanzam highway is only a
little over a decade old but has seriously deteriorated in
certain sections. Likewise, the road link between Lusaka and
Harare (with road and rail connections to Beira and Maputo) is
in poor condition along certain sections. Portions of this
road link have been rehabilitated under previous and current
regional USAID projects.

In general, the history of the road system in southern Africa
reflects the neglect associated with the lack of emphasis on
regional development. This is apparent from the paucity of
resources devoted to road maintenance as well as the
under-development and lack of support for the region's
long—haul, private trucking industry.

The trucking industry has many problems, but the most serious
is the lack of foreign exchange for parts, tires, and
replacement vehicles. An adequate long-haul trucking fleet is
important for the SADCC countries for a number of reascons; (i)
a large amount of high value, fragile, and perishable transit
tonnage (about 10% in tonnage but from 50% to 75% in value)
cannot be moved efficiently by rail; (ii) a number of export
routes or important links in export routes can at present be
served only by trucks, e.g., in Malawi; and (iii) trucks can be
rapidly diverted to alternative routes thereby providing a high
degree of flexibility if necessary. But due to the foreign
exchange difficulties and lack of understanding by government
officials, the long-haul trucking industry is in a precarious
situation,

2. nstraints to Dev ment

a. Financial and Economic Constraints

Inadequate cost recovery is one of the most serious constraints
facing SADCC transport systems. The cost recovery problem is
exacerbated by the structure of traffic: The capacities of the
systems must accommodate the costs of imbalances of exports
over imports on the SADCC system and the reverse on the SATS
system.

Inadequate recovery of costs means that the transport
enterprises, mostly the railroads, cannot through their tariffs
and other income cover the costs of running and maintaining
their system and replacing assets. Subsequent deterioration of
both infrastructure and operational efficiency lowers the level
of service that the transport enterprise can provide, traffic
will be diverted to other routes or will evaporate, and cost
recovery will become even more difficult.
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The amount by which tariffs would have to be raised is not
excessive. In a study for the NRZ, the World Bank calculated
that the impact of overall tariff increases to cover short-rum
variable costs (fuel, maintenance, wages, etc., but excluding
replacement of assets) would have a minor impact on the Zinal
price paid by consumers, but would significantly enhance the
rail authority's financial position. There is a question as to
whether increases in tariffs on the SADCC rail system would
precipitate diversion of traffic to the SATS rail system. The
answer will depend on the ability of the SADCC rail system to
achieve higher levels of efficiency and reliability of service.

b. E t t nt

Much of the rail network has deteriorated from lack of
maintenance and neglect. Slow running speeds on tracks that
are in poor condition cause low productivity and high costs.
Frequent derailments also add to operating costs.

Roads have deteriorated. Rough roads greatly decrease
productivity by forcing slow running speeds and add to vzhicle
operating costs by causing premature wearing out of parts such
as tires and suspension components.

Workshops for the repair of locomotives and rolling stock have
lost much equipment and the skilled personnel to operate the
equipment and manage the repair work. As a result, much of the
rolling stock of the rail lines is deadlined.

Ports have lost much of their operating equipment (over 0% of
the forklifts in the port of Dar es Salaam were deadlined for
lack of spares in February 1988), the workshops for servicing
the equipment are in poor condition and are badly managed,
spare parts inventories are at a low level, wharves have
deterjorated for lack of maintenance, and the dredging channels
have been neglected. These factors greatly reduce the
productivity of the ports.

The communications network needed for the efficient operation
of the rail system has decayed, or is lacking.

Much of the rolling stock of the rail lines is obsolete, has
decayed to the point where it needs major repair or scrapping,
or otherwise has been damaged or destroyed by attacks on the
line. In addition, a few of the SADCC countries have so many
locomotives of different manufacture or classes in inventory
that the cost of stocking spare parts and maintaining th=2
skills necessary for repair is prohibitive.

C. titutj int

SATCC lacks a mechanism for coordinating the efficient
rehabilitation and use of the region’'s infrastructure. Poor
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screening and evaluation of projects have led to investments
that add to a country's debt burden, but may not add income, at
least for some period of time. SATCC produces lists of
projects that are derived on a corridor by corridor basis. The
ten-year development plans for separate corridors tend to be
lists of what has to be rehabilitated and what it will cost
rather than attempts to determine the economic worth of
rehabilitating a line given the services that can be provided
by other newly rehabilitated alternative corridors. The
projects are not balanced as to transport mode, or between
transport corridors.

Railway managements have little incentive to control operating
or capital costs since their cash shortfalls are financed by
their governments. They are not given the responsibility and
autonomy to price their services properly, to be market
oriented, or to restructure their operating costs so as to earn
an adequate return on their investment.

The transportation management information systems of the
railway companies do not provide management with the
information needed to control operational costs. Railway
companies cannot reduce surplus staff without Government
approval, which is difficult to obtain. The companies lack a
clear, thought-out strategy for investment, and there is little
institutionalized review of projects.

In the region as a whole there is a bias against truck
transport. Govermnment rules governing the private trucking
sector differ widely among countries. In some (e.g., Zimbabwe)
truckers are at a considerable competitive disadvantage, yet in
others truck firms have the advantage of very low import duties
on new vehicles and spare parts (as in Botswana).

d. k of ill m wer

The Ministries of Transport in many countries do not have
enough experienced personnel to formulate practical approaches
to implementing appropriate transport policies that address the
financial and economic constraints discussed above, and to
ingtitute reforms in the planning and coordination of transport
systems development.

e. Poljitical int

The sabotage of the SADCC corridors by insurgents is a problem
over which transporters have almost no contrecl. The SADCC
governments are actively inveolved in increasing the security of
the rail lines, and this protection is beginning to pay off.
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3. Progr Potential

SADCC initially assigned and maintains top priority for
transport in its overall portfolio of programs. To coordinate
the use of the existing transport system and the planning and
financing of additional regional facilities, the Souther:a
Africa Transport and Communications Commission (SATCC) was
established in 1980 as the first technical committee
established by SADCC, and was formally constituted as a
Commission in 1981. The SATCC consists of about 15 staff and
is the largest, best supported, and most effective secretariat
in SADCC. During the 1980-1988 time period it developed an
investment program for transport of about US$3.5 billioa for
141 projects, representing abut 55% of SADCC's desired tatal
investment program for the region.

According to the SADCC Annual Progress Report July 1987 -
August 1988, US$1.9 billion (40%1) of the cost of transport
projects suggested by SATCC had been funded. SATCC has
recognized that some elements of the original program may not
be technically feasible or economically viable. Though it has
not deleted those elements, it has added projects as prozress
in the earlier phases of rehabilitation has been achieved.

The most popular donor-supported projects are: (1) rail line
track repairs--12 donors involved; (2} road rehabilitation--10
donors involved; (3) rolling stock rehabilitation—6 donors;
and (4) port rehabilitation——6 donors.

The substantial investments made by the donors are beginaing to
reverse the trend, and traffic at some ports, notably Beira,
has increased sharply. Total traffic still remains below that
of the mid-1970's, however.

Areas where USAID and American technology have an advantage,
and where there appears to be a gap in donor attention are:
(1) technical assistance and training in rail and port
operations; (2) road maintenance and road tramsport poli:zy;
(3) container terminals; (4) rehabilitation and provisioa of
locomotives; (5) rail system workshop equipment; and (6)
strategic studies and planning to address macro issues ia
transport, such as criteria for tariff structures, how t> best
stimulate the private transport sector, and how to estimate
optimal mixes of transport mode and capacity.

4. Strategic Objective

The strategic objective of A.I.D.'s assistance is to install

capacity and improve efficiency in infrastructure that ssrves
regional cooperatjon, provides access to regional and external
markets and fosters economic growth. The program will be

concentrated in transport.
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Although in the long run the potential for over-capacity on the
region's transport network must be considered, the large number
of serious ghort- and medium-term problems make the
continuation of donor efforts to reinstall capacity vital. In
fact, in almost no case in the current SADCC transport program
is there a call for new capacity. Rather, the focus is on
re—establishing the region's network to its former levels of
basic capacity and operational efficiency. As described in
previous sections, the former levels of capacity cannot be
achieved without the rehabilitation and replacement of
deteriorated infrastructure, including communication systems,
equipment and rolling stock. This must be accomplished,
however, in concert with programs to improve operating
efficiencies, maintenance capabilities and the ability to cover
the basic costs of transport.

Efficient transportation within the region is wvitally impeortant
for economic growth and regional integration. The present high
cost of transporting the region's commodities through the ports
of the RSA, compared with the potentially lower costs through
efficiently operating SADCC corridors, significantly increases
the delivered price thereby decreasing the competitive position
of the region's exports and imports. Those higher foreign
exchange costs also represent a significant drain on the
region's scarce resources.

The financial viability of the region's transport’ systems is
essential. The need to sustain the efficiency of the new and
rehabilitated systems over the long term will be of paramount
importance. A key element in achieving financial viability, in
addition to reducing operating costs through greater
efficiency, is the development of a tariff structure that will
cover costs. This means that the rehabilitated systems must be
able to meet the recurrent costs of operations (fuel,
maintenance, direct wages, etc.) and also the cost of medium
and long-term replacement of assets such as locomotives, track
and roadways.

Assistance to the transport sector will have a wide-ranging
impact on other economic sectors, as the sector becomes capable
of supporting industry, manufacturing and trade. Expansion of
transportation flows on the SADCC system will also lead to
traffic related employment generation. In the United States,
for example, over 11% of the total civilian labor force is
employed in transportation. Comparable figures are not
available for the developing countries, but the U.S. example
indicates the possible employment generating effects of the
transport industry itself.
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5. Elements of the Program

The transportation sector program will provide support ia three
principal areas: (1)} a continuation of efforts to increase the
capacity and operational efficiency of the region's railways
systems; {2) a continuation and expansion of efforts to improve
capacity constraints on the region's trunk road system; and

(3) technical assistance to SATCC and the transport authorities
in the region.

a. Rail Systems

Major areas of attention to rail systems will include
locomotive power (rehabilitation, new stock, and operatioms
management) and overall systems management. Tentatively, the
rail systems in Mozambique and Zimbabwe have been identified as
high priorities. With three of the region's four ports, it is
critical that Mozambique has adequate locomotive power to carry
international cargoe. Zimbabwe, though landlocked, is not only
the major country of transit to Mozambique, but is also the
region's major potential user of SADCC ports. Infrastructural
projects will continue to focus on rehabilitation and the
development of maintenance capabilities, and training of

staff. Improvement in transport communications will be
considered, where necessary to improve the operational
efficiency of rail systems (e.g., cargo tracking and wagon
control systems). ’

Through six years of experience with transport projects in the
region, A.I.D. has recognized that improvements to
infrastructure alone will not be sufficient to develop and
maintain the capacity required to carry the necessary volume of
international cargo. Likewise, the provision of rehabilitated
locomotives and new equipment will only temporarily lead to
improved performance if fundamental changes in management and
operational practices are not achieved. Therefore, during the
RDSS period, it is proposed that a major effort be mounted to
improve the overall management of rail systems in the regiom.
Primary areas of concern include: (1) general systems
management; (2) financial management and accounting;

(3) planning; (4) systems operationa; and (6) economic analysis
and planning, including the review and setting of appropriate
tariffs.

b. Roads

Although much of the region's international trade is shipped by
rail, certain types of cargo can be more efficiently moved by
road. An important road artery serving SADCC is the Tanzam
Highway connecting Zambia with the port of Dar es Salaanm,
Tanzania. The importance of the road is evidenced by recent
traffic counts showing traffic flows of 430 vehicles per day,
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of which 240 were heavy vehicles. Originally built with
partial funding from A.I.D., certain sectiong of road require
rehabilitation if traffic levels are to be maintained and
transit times are to be economic. In addition, the road is in
dire need of a sustainable and effective maintenance program.
UsaID/Zimbabwe intends to support the use of the Tanzam by
assisting with the required rehabilitation and maintenance
efforts. The impact on capacity will be significant and
effective maintenance of the road will yield substantial user
cost savings and reduce transit times.

The proposed program in rcoads will also include assistance to
SADCC countries in establishing a comprehensive inventory of
the region's roads and bridges network. With such an inventory
in hand, SADCC nations will be able to take the next step
toward improving operational efficiency, and establishing
rehabilitation and maintenance priorities.

c. Technical Assistance and Training

Technical assistance and training in the transport gector will
be selectively applied to transfer technology currently
unavailable or inefficiently utilized in the region. This
assistance will focus on the specialized areas of financial
management and accounting, information systems management,
purchasing, management development and mechanical operations
and engineering. The provision of training and technical
experts to improve the management, operations, maintenance and
financial viability of the region's rail and road systems are
integral components of all anticipated regional transport
projects. However, a particular effort is anticipated to
direct technical assistance to SATCC to enhance its ability to
plan and coordinate investments in the transport sector.

The current financial/economic and institutional impediments
existing in the transport sector will be the targets of our
program. Critical issues to be addressed will include
rationalizing tariffs, establishing uniform customs and
licensing procedures in the trucking sector, and refining the
financial analysis performed to ensure cost recovery. By
designing and installing improved transport management
information systems, and providing technical assistance to
improve the methods employed to prioritize and screen projects,
SATCC will be able to design a more economically competitive
and efficient transport network which is responsive to the
current and emerging demands on the region's transportation
resQurces.

USAID/Zimbabwe has completed two major studies of the transport
corridors serving the SADCC countries. The studies resulted in
the identification and prioritization of transport projects
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based on such criteria as economic feasibility, regional impact
and absorptive capacity. A program derived from these s:udies
and illustratively recommended for implementation is lis:ed in
Annex I-E and fully described in Annex I-F.

6. Resources Required

The transport component will require $165 million in the

FY 1991-1995 timeframe. Although the responsibility for
project planning, including studies, will rest with
USAID/Zimbabwe, implementation responsibilities and, in some
cases, PID and PP designs will rest with bilateral USAIDs in
the region. To manage the program, a second regional engineer
will be required. One engineer should be located in the
country with the greatest management burden, and one engineer
should remain in the Harare office. A direct-hire or PSC
transport planner must be added to the regional staff in Harare.

7. Impact Anticipated

The projects considered for inclusion in the 1991-1995
transport program focus on capacity building and efficiency
objectives. As an important element of efficiemcy and the
sustainability of project benefits; financial viability was
also a major factor in selecting areas of emphasis, especially
as individual projects were reviewed and grouped into the
various rail and road sub-sectors. ;

Generally anticipated impacts will include:

Capacity
- increased availability of services
- improved reliability of services
- capability to maintain transport systems and, ultimetely,
- increased use of SADCC systems, and
decreased dependence on RSA routes
Effici i Fi ial Viabilit
- faster transit or turnaround times
- lower systems operating costs
- lower unit operating costs
- reduction in maintenance costs
- improved utilization of capital equipment
- improved management
- foreign exchange savings to SADCC countries
- increased income to transport systems
- ability to finance recurrent costs and replace capital
- lower unit maintenance costs
- improved transport planning, including national allocation

of investment resources
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C. SUSTAINABLE FOOD SECURITY
1. Background

The economies of the SADCC region are predominantly
agriculturally-based. From 1980 to 1986, agriculture
contributed 34% to SADCC's GNP, provided employment for
approximately 80% of the labor force and contributed about 26%
of total export earnings. Except in countries of the region
with strong mining sectors, agriculture contributed about 60%
to total foreign exchange earnings. Agricultural trade is most
important in the total trade of Malawi (89%) and Tanzania
(85%). A major decline in agricultural export revenues since
1980 has stemmed from the largest and most prolonged decline in
commodity prices of the last thirty years. By 1982, real
commodity prices were at their lowest levels since 1945. The
consequent decline in export revenues has had serious
implications for the economies of most countries in the region.

The agriculture sector, including the food and livestock
sectors, in the region has performed poorly for the last three
decades. This poor performance is part of an Africa-wide
downward trend (see Annex II-A). Population growth rates
continue to ocutpace food production; resulting in a severely
negative per capita sectoral growth. This decline, which is
heavily influenced by Mozambique and Angola, has been
exacerbated by drought and destabilization in the region. Only
Swaziland and Tanzania succeeded in increasing their per capita
food supplies during the past l5-year period.

The decline in per capita food production has been offset by
steadily increasing cereal imports which, for the region
(including Namibia), grew at an annual rate of 6.%4% from
1970-1984 to reach over 2 million tons in 1984/1985. This
growth occurred even though Malawi and Zimbabwe achieved food
self-sufficiency, reducing imports to those food stuffs not
locally produced and registering substantial grain exports.
Still, food aid to the region doubled in the period 1980/1981 -
1987/1988 to well over 1 million tons per annum (see Annex
II-C). Increased demand for bread flour, as well as meat,
dairy products and vegetable o0il is a consequence of
urbanization, but is fostered also by policies that subsidize
food for the urban consumer.

It is generally recognized, however, that appropriate policies,
backed by effective regearch, training and extension, and the
necesgsary investment, could transform the region's agriculture
sector as a whole and thereby enhance overall economic
performance. Increased production of food and other crops
combined with other reforms could both bring higher incomes to
producers and induce greater consumption. Increased production
could also result in increased level of exports and greater
export earnings. Increased income to producers would, in turn,
expand the demand for consumer goods.
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The SADCC region in general has an adequate supply of basic
productive resources for agricultural use: land, water and
labor, though the burden of labor is heavy on the female
population, especially in countries with significant labor
migration to Scuth African mines. The quality of natural
resources varies throughout the region, with land and water
under particularly heavy pressure. Also, forests are being
depleted without reseeding and the expanding population fails
to practice conservation. Of a total land base of 477 million
hectares, 5% is under crops, 41% range land, and 33% forests
and woodlands. At present 21% is considered unsuitable for
agricultural use, given available technology and market
conditions, or is urban. In Lesotho and Malawi most of the
potentially arable land has been brought under cultivation.
Botswana is considering the environmental implications of
opening new land through irrigatiom.

Of the food grains produced in scuthern Africa, the most
important is maize, with sorghum and millets being more
important in the arid drought-prone parts of the region. An
improved maize variety was developed over the 28 year pe-iod
from 1932 to 1960. The adapted hybrid has had a major impact
in Zimbabwe and Zambia and has contributed to their near
self-gufficiency in maize production. Research programs have
resulted in increased productivity rates for sorghum and
millets, and issues of nutrition and acceptability to consumers
are being addressed. ’

The SADCC region experienced a severe drought from 1982-7984
and again in 1987. Botswana experienced five consecutive years
of drought from 1982-1987. Massive drops in production
resulted in incredible income losses to farmers, businesses and
governments. Zimbabwe in 1987, for example, produced only 402
of its 1986 production of maize. Fortunately, governments of
the region and donors were able to respond on a timely basis
with food grain distribution systems and programs to assist
farmers in re-establishing their production base. Botsgwena,
for example, has undertaken an excellent organizational effort
to deliver food assistance to over 60% of its population.

2. Constrajnts to Development
a. Quality of Land

Arable lands in some countries are insufficient for
agricultural production and grazing at current levels of
production technologies. At the same time, population growth
has led to the widespread use of marginal, more fragile lands
for production and grazing.

Loss of arable land because of s0il erosion is occurring at an
alarming rate. For example, it is currently estimated that
so0il loss occurs at the rate of 50 mt per hectare per year in
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Zimbabwe. Soil erosion is cited as a major problem in
Tanzania, Malawi, Botswana, Lesotho and Swaziland. Successful
watershed management, one potential way to reduce soil erosion,
will require national commitment on the part of neighboring
countries to achieve regionwide benefits and avoid natural
disasters. Such commitment is not yet evident. Public and
private attention has only begun to focus on the potential for
development of the major watersheds of the regiom,

The rate of deforestation in the region is increasing. Some
deforestation is a result of population pressures and increased
demand for farm land, but another major factor is the
harvesting of fuelwood which is expanding at a very fast pace.
Current estimates indicate that large areas of the region will
be completely deforested within 30 years. Reforestation
programs to replace wood harvested for fuelwood are woefully
inadequate.

The delicate balance required for ecosystems to operate in
southern Africa are also in danger. The preservation of
biclogical diversity is not widely valued among poor rural
populations attempting to make a living from marginal
agriculture, In fact, no major biodiversity program focuses on
the region's irreplaceable wildlife resources, although there
are some biodiversity programs directed at maintaining plant
resources. As yet, there is no real economic incentive for
people living in rural wildlife areas to maintain the unique
natural resource of wildlife. The process of identifying
economic returns to management of wildlife has only just begun,
largely among large commercial farmers and natural resource
specialists.

In sum, although the degradation of the land taking place in
the region is less obvicus than the dramatic desertification
occurring in the Sahel, it is just as serious a threat to the
sustainability of agricultural production in the SADCC regiom.

b. Technology

For food crops, there have been higtorically insufficient
agricultural research and extension activities in the region.
The region does have an acceptable history of export oriented
agricultural research (tobacco and cotton) and the experience
in maize is very positive.

Research is dependent on a diminishing pool of expatriates (See
Annex II-D) and research is lagging behind the demand for new
technologies. In order to expand the research agenda into
important new fields, the research institutions in the region
need to increase the numbers and improve the quality of the
staff and facilities available. The expanded research should
include work on crops grown by farmers in marginal areas as
well as more work on cash, export and industrial crops.
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Marginal area crop research is generally high in risk ard low
in economic returnm, but is justified on equity grounds end
potential value in protecting the environment. The research
agenda must include the development of land use and man:zgement
technologies necessary to address the myriad environmental
problems that threaten the region's agricultural and natural
resource base.

c. Human Resources

Labor required to farm the arable land and work the region's
livestock is generally available in sufficient quantities.
However, the quality of that labor supply varies widely. Few
of the region's farmers and ranchers are formally trained in
what they are doing. In those areas where off-farm employment
is important to family well-being, it is usually the men who
are absent and the women who are left to farm the land and
manage the livestock. Women are much less likely than men to
have received any kind of formal training or to benefit from
extension services.

Meeting the agricultural challenges of the decades ahead
requires trained agricultural personnel at all levels. Each
country in SADCC has cne or more agricultural training facility
offering either or both a university degree and a college
diploma. Agricultural training programs must be both
appropriate and effective if local scientists are to overcome
the technological problems of their countries and the region.
Specialists in practically every field of agriculture will be
required over the next decade (see Annex II-E), but the fields
related to natural resources conservation and management are
currently repregsented least. There simply are not enouga
trained personnel to address the region's complex natural
resource problems.

In addition to the constant unmet demand for trained
agricultural professionals required by universities and
government research institutes, the demand for a regular supply
of professional and technical agriculturalists by the private
sector is also increasing rapidly, as dramatically shown in
Annex II-E. This need is primarily for technical specialists
of both sexes who can be trained through certificate and
diploma programs. As governments continue to foster an
economic environment which unshackles the private sector, this
demand will continue to grow, especially in the areas of
agricultural marketing and commercial management of
agribusinesses. This places an ever increasing burden on the
agricultural faculties of the region to increase their numbers
of graduates. This burden will fall! primarily on facili:ies
offering undergraduate programs leading to certificate and
diploma degrees.
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d. Capital

Capital is generally not available to the majority of producers
in the region. Whether this may be a result of systemic or
temporary illiquidity in some areas, the problem more generally
experienced by producers is lack of access to sources of
capital. The more established commercial farmers and ranchers
of the region can meet their needs for capital either by
reinvesting profits or by accessing the formal banking sector
for credit. These investors generally are those producing
crops or livestock for cash and export. Thev generally manage
larger, well-established operations. At any rate, they meet
the minimum criteria for entry into the formal credit market:
they have adequate collateral, credibility, and contacts.

The majority of the producers in the region, however, work
smaller operations. Many are located in the traditional areas;
many manage marginal operations that may produce a small cash
income in addition to providing for the family subsistence.
Generally, these operations produce food crops and manage a
small number of livestock. The producers themselves usually do
not have possessions that can serve as collateral, especially
if they are women. They generally do not possess the skills
necessary to produce investment plans, calculate credit
requirements, evaluate the cost of credit, or fill out the
extensive documentation required to receive consideration for a
loan. They rarely have "contacts" within the formal system.
Where there are special government lines of credit, programs,
or agriculture banks targeted to small scale operators, these
generally exhibit a good portion of the malaise of such
ingtitutions world-wide. Repayments rates are low, and loans
are rescheduled repeatedly. Inefficiencies in the credit
allocation and delivery process inflate the costs of
administering credit, and many institutions cover their costs
only through government subsidy. What ie more, they rarely
reach large numbers of small-scale operators, in spite of their
operating principles. In sghort, small-scale producers are
generally outside of the formal financial system, and unable to
access credit.

e. Input Supply

Exigting input supply mechanisms are generally very inefficient
and coverage is spotty. Larger, commercial producers generally
do for themselveg, and small-scale operators choose from what
is available. Effective demand among the small-scale
producers, however, ig constrained by generally low incomes so
modern productive inputs (e.g., fertilizers, pesticides and
herbicides, etc.) are rarely in great demand. Demand is also
constrained by lack of knowledge in the use of modern inputs.
And even if effective demand were to increase dramatically,
existing transportation and distribution syvstems would have to
be improved.
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f. Marketing Services

Marketing services are, in general, very inefficient. Where
there are government marketing boards, intervention generally
is high in public cost and distorts market price

relationships. Private marketing channels are inhibited by the
state of the region's transport infrastructure which is
inadequate. Attention is being given on a regional basis to
the major transport corridors to the sea. Within countries,
however, the network of farm to market roads is not adequate
nor well maintained. There is an increasing problem with the
availability of trucks and spare parts as well as the necessary
maintenance for these vehicles.

g. Policy Environment

Most of the governments of the region have price controls in
place for, at a minimum, basic food crops. These controls tend
to discourage production at the full level of potential. There
has been a tendency to extend price controls throughout the
agricultural system to include input prices and transport and
food processing prices.

The entire system has thus become administratively determined,
and farmer's production and investment decisions are dire:ted
more by political decisions than by market factors. Climding
out of the policy morass will be difficult, at best, for the
SADCC region. To accomplish it will take a great deal of
careful study and policy reform planning. To begin with, the
combined effect of pricing policies and those more general
economic policies that have impact on agriculture will have to
be thoroughly examined and understood before they can be
addressed.

h. ig-cult

The largest socio-cultural constraint to increasing production
on smaller farms, especially in the communal areas, is the
generalized misunderstanding throughout the agriculture sector
of the demographic make-up of the producer sector. Neither
governments nor scientists, researchers nor extensionists,
input suppliers nor marketing agents nor banks understand that
among the small-gcale producers, women constitute a great
number of the de facto farm managers and make up a sizeable
portion of the labor force. Until this is understood, and
agricultural strategies throughout the agricultural system are
substantively revised to account for this fact, the vast
majority of small scale operations will become further
marginalized, and overall production, especially of food :rops
will suffer.
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i. Natural Disaster

The drought years experienced by the region during the past
decade have highlighted the lack of protection that the region
has against drought. There is very little supplementary
irrigation or dry season irrigation.

j. Political Instabilit

The political instability of the region, particularly in Angola
and Mozambique, has had a major negative impact on agricultural
production as well as on the availability of related services.

3. Progr nd Potential

Agriculture, together with transport and communications, has
received highest priority within SADCC programs. Natural
resource issues, particularly the growing depletion of firewocod
and soil erosion, and their impact upon the environment, are of
increasing concern. Wildlife management is also a growing
concern especially in areas with poaching problems.

The sector coordinating unit for agricultural research (SACCAR)
located in Botswana has been effective in identifying key
regional problems to address through research to reverse the
region's declining per capita agricultural production.
Cooperative work among scientists has brought about exchanges
of ideas, procedures and planting materials. The interim
evaluation of SACCAR by its donor supporters (September 1988)
noted its success in contributing to strengthening national
agriculture and natural resource research and training
institutions.

Animal production and disease control activities lend
themselves very well to regional, or cross-border cooperation,
because of the need to maintain a disease free environment to
protect export markets in Europe. There has been active
support to the programs from the EEC and individual European
countries.

A beginning has been made in exchanging agricultural data in
conjunction with the food security programs led by Zimbabwe.
Initially the Food Security coordinating unit identified the
need for agricultural information on a region wide basis to
make possible a regional early warning system. These
networking activities have been supported by multilateral
organizations. In addition, in a logical reaction to drought
conditions that gripped the region during the 1980's, the Food
Security unit has supported a wide range of production projects
in member nations. Donor support for these programs has been
on a bilateral basis.
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The Food Security unit is now in the process of reassessing its
portfolio. Attention is turning to broader policy issues that
affect the region's food security. With A.I.D. support work
has been initiated to address issues such as market
liberalization and its impact upon household food security.

The Food Security unit has also begun to address the demend
side of the food security equation and to assess the incidence
of malnutrition as an increasing problem even in the wealthier
countries. An important evolution in food related objectives
has taken place within the region. From an initial desire to
achieve food self-sufficiency in each member nation, the stated
goal has broadened to include the ability to obtain food
through trade as a component of overall food security. As the
Food Security unit turns to broader agricultural policy issues
within the region, it will be able to get agricultural pclicy
issues and recommendations onto the agenda of decision makers.

To deal with natural resources questions the subsector units of
SADCC in Lesotho and Malawi have convened periodic workshops to
discuss natural resource issues of regional interest, but there
has been little progress in mounting programs or sharing
lessons in resource management. There is a growing awareness,
due in part to the severity of recent droughts in the region,
of the importance of the natural environment. Among those
exposed to the issues there is general agreement on the need
for good land use planning, improved farming practices, better
watershed management and, in particular, improved management of
livestock and wildlife resources.

Important, but very preliminary work has been undertaken to
develop a Zambezi river system action plan (ZACPLAN) in view of
the dramatic increase in settlement of the river valley. This
plan will encourage a regional approach to watershed management
by member nations and donors as the Zambezi river system
watershed extends from Angola to Mozambique and includes seven
SADCC nations.

Significant progress has been made in agricultural research as
the low and declining productivity levels throughout the region
have attracted regional and donor attention. Regional research
procjects supported by A.I.D. and other donors are underway in
sorghum, millet, beans, peanuts and open-pollinated corn.
Research progress is already in evidence, and at least one
improved sorghum variety has been released and is being grown
and distributed by a2 commercial seed firm.

The agricultural research program, especially that portien
dedicated to food crops is supported by several donors,
including the United States. The close involvement of
international agricultural research centers in implementing the
regional research agenda enables the region to access a wide
range of improved varieties of planting materials from
throughout the world. During the next few years, with
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appropriate dissemination of research efforts, Tanzania, Zambia
and Zimbabwe will produce sufficient food stuffs to feed their
rural populations, to sell to expanding urban consumers and to
export. New seed varieties will be important in increasing
production levels in Malawi and Lesotho where most arable land
is under cultivation. Only by applying better technologies to
achieve better productivity will production increase.

In October 1986 the SADCC Sector Committee of Ministers for
Agriculture and Natural Resources gave SACCAR the
responsibility to review the needs for post secondary level
training. A plan was drawn up by regional representatives of
governments and universities, and there has been strong donor
interest in the proposed program to strengthen departments and
faculties of agriculture. The United States along with the
World Bank, West Germany, Canada and Denmark will continue to
work within the region to support further post-secondary level
agricultural training under strong leadership by SACCAR. The
SACCAR approach includes maximizing resources by developing
selected departments and institutions in specified subjects.
Specialization could be at either post-secondary technical
institutions or at the national universities, and would be
based mainly on existing predominant capabilities and strengths
in agricultural and envirconmental disciplines.

Coordination among donors through SACCAR is strong and
functioning well, U.5. activities in agricultural research are
actively supported by Canada and West Germany. Agricultural
and natural resources training is of interest to a number of
donors in addition to A.I.D., including Canada, West Germany,
Denmark and the World Bank. The EEC and Eurcpean bilateral
programs have been active in supporting amimal production and
disease control programs. U.N. agencies have supported
agricultural information activities within the Food Security
sector., The U.N. agencies have also been active in encouraging
initial awareness in natural rescurce management, for example,
in the development of the ZACPLAN. Expansion of these initial
activities will require further assistance by bilateral donors.

4, trategi jectiv

The strategic objective of A.I.D. regional assistance to the
agriculture and natural resources sector is tg strengthen the

tenti for tai le region f rity thr h
increased agricultural productivity and improved income.

The A.I.D. strategy in the SADCC region sets the stage for real
increases in agricultural productivity andé producticn thereby
increasing both the availability of food and incomes throughout
the region. The combined effect of increasing both production
and incomes results in more flexibility at the natiomal level
to achieve food security: increased production reduces the
likelihood of food emergencies, and increased incomes augment
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the capacity of nations and individuals to purchase food
requirements either domestically or internationally. In
committing itself to this regional objective and specific
target, however, A.I.D. recognizes that regional resources are
most efficiently used for programs that result in the
development and regional adaptation of technologies that
improve the natural resource base, thereby improving or
maintaining the quality of the land resource, and that increase
the productivity of food, domestic cash and export crops and
livestock. The dissemination of technologies to farmers,
especially small-scale operators, including women, and the
subsequent adoption of new or adapted technologies by faymers
cannot be accomplished efficiently at the regional level.
Hence, achievement of a regional objective of food secur.ty
depends ultimately upon the successful application of
productivity increasing technologies within nations at the farm
level.

To be sustained over the long term, increases in agricultural
productivity will require conservation of the land resource and
biological bases upon which ecosystems currently functiomn.
Deterioration of the soil base and destruction of the ecosystem
impact negatively on productivity, and eventually on overall
production levels. Environmental degradation is often
irreversible. To ensure that this does not occur, the
management of natural resources throughout the region needs to
be improved. ’

Governments and people in the SADCC region are recognizirg that
an improved resource base (one suffering minimal damage {rom
erosion and benefiting from well managed use of forests &znd
grazing lands) will yield improved production, and they zre
becoming increasingly concerned at the loss of the regior's
productive base. The opportunity for SADCC countries to make a
significant impact upon its sustainable use appears to be
great, but will require a concerted effort at planning for the
mutual good and a substantial amount of human and financial
resources. U.S. participation in resource management prcgrams
will encourage and reinforce cooperation by member countries.

A number of interventions can be made on a localized basis, but
the respective sector coordinating units will require
strengthening to assist in the development of cross-naticnal
plans, to disseminate results of regional as well as locel
efforts, and to reinforce and replicate successful programs
throughout the region.

At the same time, the development, adaptation and introduction
of modern, higher yielding technologies is basic to achieving
productivity and, ultimately, production increases in the
agricultural sector throughout the region. Specifically, the
development of appropriate varieties with subsequent
distribution systems will improve the region’'s agricultural
production base.



—38-—

Major economies of scale can be gained from conducting crop
research on a regional basis utilizing the skills and genetic
stocks of the appropriate international agricultural research
centers for basic research and national institutions feor
dissemination. A regional research center can screen varieties
and develop procedures that would not be cost effective to
develop and test in each country. The peer review of
activities and programs within the SADCC region, and the
observational tours of regional research programs by research
scientists have served to upgrade the quality of work being
undertaken in national research programs. Opportunities for
success with sorghum and millet research are good now, and new
research on other key crops for smallholder farmers (beans,
peanuts and open-pollinated maize) should follow in the RDSS
period.

Research alsoc has a role in the development of agricultural
policies that effect agricultural commodity markets. Since
U.8. interests support mutual cooperation for economic growth
and development throughout the region, it is appropriate that
certain of the policy coptions facing governments with respect
to their commodity markets be examined on a regional basis.
Policy work being done in the region hecomes more credible when
policy options are studied and recommended as beneficial to the
development of the region as well as to the natiomal economies.

5. Elementg of the Program

A.I.D. will contribute to the achievement of the strategic
objective by implementing programs in three broad areas:
agricultural research, agricultural training, and natural
resources management. Other constraints to increasing
productivity and accelerating economic growth in the
agricultural sector are largely beyond the scope of what can
successfully be accomplished at the regional level. Problems
of access to capital for agricultural investment and
production, agricultural inputs and marketing services are
generally more appropriate for intervention at the natiomal, or
even subnational level.

a. Regearch

The research program will address basic food crops as well as
export and cash crops. Within the food crop category, the
program will initially concentrate on basic foods for which
research is already well underway.

The sorghum and millet program has established a series of
trialg with plant characteristics that are appropriate for the
various countries in the region such as drought tolerance and
cold tolerance. It is expected that a number of improved
cultivars will be available and established during the RDSS
period, 1991-1995. The United States, together with Canada,
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Germany and others, will continue to support basic food crop
research and open-pollinated maize will be added to the program
as long as research continues to provide useful results. The
seed distribution and crop utilization systems will be examined
to determine if there are opportunities for intervention with
private sector firms to assist with the dissemination and
utilization of research results. Consumer uses of the improved
varieties will be expanded by extending the results of
operational research to female heads of households,
institutional kitchens and commercial food processors.

Expanded research on peanuts and beans will follow with other
crops, especially those with export potential, to be initiated
during the RDSS period. Continued support will be given to
SACCAR based in Botswana which offers excellent regional
leadership in planning of research.

Research which treats agricultural policy issues facing the
region is an effective complement to national policy
discussions. Support for work on agricultural policy issues
that affect both the overall economy and the nutritional levels
of households will be provided through the Food Security [mit.
The unit has provided an effective forum for regional policy
makers and economists to discuss major policy issues. Work on
market liberalization is underway in Tanzania, Zambia, Malawi
and Zimbabwe. Policy work in the near future will address
rural production and employment policies, household food
security and nutrition, and investment policies in irrigatiom.

b. Human Resources Development

Several countries in the region are ia a position to esta>lish
degree level training in crop science, animal science,
agricultural economics or agricultural engineering. These
degree programs (at both B.S. and M.S. levels) will be enzanced
through a regional strategy developed by SACCAR to strengthen
the post-secondary agricultural and natural regource training
institutions of the region, with an emphasis on national
specialization rather than generalization. The U.S. part of
the program, to begin in 1989, will emphasize development of
strong academic programg for both men and women to meet both
private and public sector requirements as well as improvement
in the teaching and training of scientists. Support will be
focused at degree, diploma and certificate granting
institutions depending on the results of further needs analyses.

Support will be given also to development of curricula for new
areas of technology such as horticulture, biotechnology and
natural resource management. An important new area of emphasis
will be the business of agriculture. Programs in agricul:ural
marketing, trade and management will be developed at selected
institutions to prepare students for employment in the private
sector. Such support will be focused primarily at
undergraduate levels but will include graduate programs where
appropriate.
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¢. Natural Resources Management and Conservation

The Zambezi river system traverses the heart of the SADCC
region. The sound management of this major resource will
require the coordinated effort of seven of the current SADCC
members as well ag Namibia. U.S. assistance to the new Zambezi
Action Plan (ZACPLAN) will be considered to the extent that it
can focus on land and water issues. The dissemination of small
scale irrigation activities throughout the region will be
considered, as will other appropriate uses of resources.
Overall, A.I.D. would limit its involvement to development and
dissemination of environmentally sound small scale uses of the
Zambezi basin's significant resources since other donors are
expected to focus their efforts on harnessing the water supply
and other major development efforts. The A.I.D. approach will
reach the female residents of the basin who play such an
important role in production and in educating the family.

Scil erosion and deforestation are major problems within the
region. So far, cost effective, national approaches to these
problems are limited, and regional approaches have yet to be
developed. However, concern is growing. Zimbabwe and Zambia
have developed national conservation strategies; Botswana is in
the process of approving a strategy and action plan; and
Lesotho is addressing the problems stemming from overgrazing.
Selected support will be given to the development of national
plans, and to implementation of regionalized elements of
strategies adopted.

Finally, wildlife is a resource unique to Africa and the
region. As marginal lands are converted to agricultural uses,
various species will be threatened. In recognition of the need
to maintain biodiversity in the region, the U.S. will support
the development of new approaches to achieving a satisfactory
coexistence for man and wildlife. Some promising, commercially
based pilot programs which simultaneously conserve and
economically exploit wildlife resources will warrant
replication and, possibly, dissemination throughout the region
over the RDSS period. Such programs will include conservation
education, wildlife management training pilot activities to
demonstrate viable practices and information exchange and
monitoring.

6. R ir
The estimated cost of the agricultural and natural resources

program during the 1991-1995 RDSS period is $90.0 million,
allocated as follows among the program areas:

(3000)

Agricultural research 35,000

Agricultural human resource 15,000
development

Natural Resources 40,000

Total Resources Required 90,000
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No additional U.S. direct hire staff will be required fo- the
regional program. The agricultural research component o’ the
strategy will continue to be managed by the agricultural
development officer in USAID/Zimbabwe in coordination wi-h his
counterpart in USAID/Gaborone where the sector coordinating
unit (SACCAR) is located. The agricultural training component
of the strategy will be managed by USAID/Botswana and, a:;
appropriate, by other USAIDs in countries where support is
being provided.

The natural resources component will require services funded by
the Regional Natural Resource Management Support Project of the
Africa Bureau for about three years beginning in 1991.

7.

a.

Impact Anticipated

Research. Progress in achieving its strategic targe: of
accelerating agricultural technology development will be
measured by A.I.D. in terms of the following program level
benchmarks:

(1) New technologies will have been developed, as follows:
(a) seeds and cultivars, (b) irrigation and water
management technologies, and (c) diversification
technologies.

(2) The rate of on-farm adaptation and adoption of new
technologies, and their dissemination to women
farmers, will have steadily increased over the 3DSS
period.

(3) General productivity across the region, for tarzeted
crops will have increased by the end of the RDS3S
period.

(4) Food aid levels and commercial imports of basic food
commodities produced in the region will have decreased
steadily over years of comparable rainfall duriag and
beyond the RDSS period.

Human Resources Development. A.I.D. will expect to achieve

a measurable increase in the numbers of trained male and
female agriculturalists working at professional and
technical levels in technology development and adaptation.

Natural Resources Management. A.I.D.’'s interventions to

improve natural resources will collectively achieve the
following impacts:

(1) The number of organized initiatives in matural
resources management will have significantly increased.



42—

(2) The value of output from "managed'" lands will have
increased to a percentage of regional GDP by 1995.

(3) A number of public policies will have been revised by
national governments to provide herders and farmers
incentives for sustainable natural resources
management practices.

(4) The actual number of voluntary users of natural
resources management practices will have increased
significantly.

(5) The rates of soil loss and siltation in rivers and
dams in target areas will have been reduced
dramatically.

D. STIMULUS TQ TRADE AND FNTREPRENEURSHIP
1. Bagkground

Reliable trade data is difficult to obtain in Southern Africa,
partly because South Africa does not disaggregate its data for
African trade. However, estimates indicate that total SADCC
exports during the 1983-1986 period were approximately $21.7
billion, of which $950 million, or 4.4% of the total, was
intra-SADCC trade. That trade, dominated by Zimbabwe with
about three—quarters of the total, is far less important than
trade with South Africa. South Africa's economic influence in
the region is reflected in the fact that more than 30% of all
imports to the region originate there. The economies of
Botswana, Lesotho and Swaziland are most dependent on that
trade but Angola and Tanzania have virtually severed all South
African trade links.

Primary products dominate SADCC's exports. Angola's economy is
highly dependent on the export of crude o0il; Botswana and
Zambia on minerals; Malawi and Tanzania on agricultural

exports. Lesotho, Swaziland and Zimbabwe have both
agricultural and mineral exports, but Zimbabwe is the only
SADCC state to export significant volumes of manufactured goods.

Meat, sugar, wood pulp and above all, minerals and base metals
account for more than 75% of SADCC exports. The one
manufacturing industry to feature strongly in exports is
textiles, accounting for 8% of the region's total.

By contrast, manufactured goods (including refined oil) make up
some 95% of imports to SADCC states taken as a whole. The
balance consists of crude o0il and food. Import dependence is
highlighted by the fact that when exports are deducted from
domestic industrial production, the total supply of
manufactured goods is equivalent to only 54% of domestic
consumption. Three categories of imports: machinery, transport
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equipment and fuel, comprise half the regional imports of
manufactured products. In this situation, endogenous incustry
is targeted on domestic demand rather than export markets and
the export of manufactures tends to be an essentially residual
activity.

The nine SADCC countries operate within different and
overlapping trade regimes encompassing three multilateral
entities: the Southern African Customs Union (SACU), the
Preferential Trade Area (PTA) and SADCC itself. Two SADCC
states, Lesothc and Swaziland, belong to all three regioral
economic associations. Yet in spite of these efforts at
regional cooperation and preferential consideration,
intra-SADCC trade represents a small and declining propotrtion
of overall trade.

Trade outside of the region has also experienced a relative
decline in the 1980's with SADCC exports falling 25% from

$6.8 billion in 1980 to $5.1 billion in 1986. This nomiral
decline in value is due in part to the decline in value cf
SADCC country currencies against the U.S. dollar during this
period, but can also be ascribed to declining commodity grices,
periods of prolonged drought and the destruction and
destabilization of regional transportation linkages.

SADCC has long recognized that a lack of trade, especially
among its members, contributes to its dependence on Soutk
Africa and the rest of the world and negatively influences
growth and development. Industrial development, gimilarly, is
viewed as a regional issue, on the assumption that economies of
scale can only be achieved by reaching markets larger than
those of individual nations.

The sharing of regiomal production through intra-SADCC trade
has been a cherished goal of SADCC. In pursuit of this goal,
the initial approach was to consclidate and rehabilitate
infrastructure as a pre-requisite to trade in regional
production. Thus, the first years of SADCC activities were
focused primarily on improving regional systems of transport
and communications.

Infrastructure development programs having achieved a certain
momentum, by 1984 SADCC began actively to seek donor assistance
to support industrial projects with intra-regional trade
potential. The evolution of SADCC pricrities towards
increasingly more pro-active encouragement of productive sector
development was further evident in 1987, when SADCC gave the
Industrial Sector Coordinating Unit explicit responsibility to
promote trade, particularly intra-regional trade. At the
Annual Consultative Conference held in Gaborone that year, this
refocusing of SADCC priorities was highlighted in a keyncte
speech which stated '"... SADCC is embarking on a new phase of
cooperation, the objective of which is substantially to
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increase the levels of material production in the region and to
stimulate increased intra-regional trade." This emphasis and
recognition of the need for fundamental rethinking and shaping
of industrial and trade policy has been echoed in the themes of
SADCC's Consultative Conferences since 1986. Specifically,
these have included: '"Investment in Production,' "Development
of Infrastructure and Enterprise," and, in 1989, "Productive
Sectors--Engine of Growth and Development."

The Council of Ministers instructed the SADCC Secretariat in
1987 to investigate the possibility of relieving two major
constraints on expanded trade, through a series of national
export revolving funds and through a regional export credit
finance facility. Those studies indicate the feasibility of
both approaches, but implementation must await an approval
process within SADCC. In separate investigations of the
feasibility of a regionally organized export revolving fund,
A.I.D. has concluded that the unmet demand for foreign exchange
for inputs to export production is not as great as originally
assumed and that countries which are undertaking economic
reforms will achieve better results and greater donor support
through those reforms than through export funds per se. Donor
support on a matching basis to capitalize a regional export
credit insurance scheme is a possibility, as is U.S. support
for the institutional mechanism of such a scheme.

Over the period 1980-1986 intra-SADCC trade dropped from 7% to
4.5% of member countries' total exports and imports fell from
30% to 24% while the same countries' trade with South Africa
averaged 6-8% of exports and 30% of imports. Trade between
SADCC and the rest of the PTA members in Africa has likewise
been relatively small, and mainly between neighboring
countries. Reasons for this situation include lack of
complementarity among econcmies of the region, lack of
industrialization, tramsport bottlenecks, misalignments of
exchange rates leading to scarcity of foreign exchange, and
weak trade structures (lack of credit, small markets, inward
looking trade policies, lack of information).

SADCC's agenda has concentrated on stimulation of trade within
the region and support for regional production. Yet
intra-SADCC trade is stagnant to declining. The role of trade
with South Africa and the world will remain significant.
SADCC, therefore, is faced with the necessity to formulate a
new strategy for trade and industry which encompasses a broader
mandate to increase trade within the broader region and
beyond. Although the Programme of Action continues to assume
industrial specialization within the region, there is some
recognition in SADCC that additional production will largely
depend on market decisions by private investors, domestic and
foreign.
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2. traint v t

Prospects for increasing SADCC trade, both intra-regionally and
with the outside world vary with the diversity of the eccnomies
of member states and national macroeconomic conditions. The
range of political ideclogies and modes of economic
organization is considerable in the region, as is the level of
overall economic development.

Nonetheless, in spite of their evident diversity the courtries
in the region share important macroeconomic constraints. For
example!

Trade patterns are dominated by a dependence upon the export of
primary goods to generate foreign exchange for the importation
of capital and intermediate goods. The regional economy is
thus in a position of subservience to market forces exogencus
to the region. The effectiveness of trade policy options will
be limited as long as the exported product mix remains
constant. Moreover, the region's capacity to expand expcrts is
constrained by structural and policy factors. Agriculture, for
example, suffers from low productivity, high transport ccsts
and generally inappropriate incentive structures.

The national units of SADCC are economically small. In crder
to realize economies of scale in the manufacture of
internationally competitive goods SADCC member states are
forced to look outward. Yet industrial policy in the
post-colonial era throughout the region has reflected an
inward-looking focus on import substitution. This policy
orientation has resulted in widespread inefficiency in
manufacturing, unused industrial capacity and the necessity for
government subsidies and restrictions on imports. Moreover
inefficient import substitution has led to excessive levels of
protection and over-valued exchange rates within the southern
Africa region generally. These conditions have inhibited
growth of productive activity outside of the subsidized and
publicly managed producers and have exacerbated revenue
shortages and excessive government deficits.

With the exception of Botswana, the countries of the region are
experiencing negative balance of payments leading to
accumulating debt service requirements and detericrating
conditions of access to world capital markets.

Insurgency in Mozambique and Angola constrain exports by
damaging or destroying necessary transportation links and
infrastructure and discrediting the reliability of the SADCC
suppliers. In several countries, neglect or wholesale
destruction of manufacturing capacity has created a need for
industrial rehabilitation on a large scale before export
promotion can succeed.
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Exogenous factors, particularly the severe impact of the world
recession of the early 1980's and a long-term decline in the
prices of commodities produced within the region has also
constrained economic growth. To compound matters further,
while growth rates have been constrained and debt levels rising
precariously, net inflows of concessional resources have been
stagnant to declining.

3. Progr nd Potential

The reality of this continuing harsh economic environment and
an increasing awareness of the limitations of past economic
policies have brought about some movement toward restructuring
of economic policy. A recognition that growth cannot increase
without access to additional resources, many of which must come
from outgide investment, has led to a somewhat more receptive
climate for constructive policy adjustments.

The common constraints to trade promotion and economic
development create an increasingly transparent need for
economic policy reform. Though the leadership of SADCC
recognizes the need for, and urges steps toward economic
reform, responsibility for reform lies with the member nations,
not with SADCC. The policy moves take place on a national
level by individual SADCC member states with support from the
IMF, World Bank and bilateral donor agencies. The nature of
the policy measures emerging from national decisions have been
remarkably constant across national boundaries. Generally
speaking, policy prescriptions have included:

- the need to loosen state controls on industrial
activity and to allow market forces to predominate;

- the need for an outward-looking orientation to
manufacturing with an emphasis on production for
export employing a maximum of domestic inputs;

- the need for privatization and restructuring of
inefficient state-owned industries;

- -the need to encourage the development of innovative
small-scale enterprises and entrepreneurship through
the provision of credit facilities, technical
assistance and financial incentives.

- the need to shape incentives to encourage investment
in the region, and exports from the region, using
such tools as tax policy, tariff regimes and free
trade zones.
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All SADCC member countries have undertaken some economic reform
measures. These have included: adjustments in exchange rates
and interest rates, reductions in direct government
intervention in the economy, efforts at divestiture from
parastatal industries, freeing of controls to allow prices to
play a larger role in resource allocation and provision cf
incentives to productive activity and to encourage greater
domestic and foreign investment.

The prospect for continued constructive economic policy reform
appears to be favorable though implementation will be slcw and
set-backs will occur. Reforms are not enacted without sccial
costs to the majority of the population, particularly in the
form of higher domestic prices as government subsidies are
reduced or removed and exchange rates are brought into closer
approximation to a market clearing level. Reforms are also
liable to vocal opposition from elite groups of industrialists
who fear the loss of their protected status and the rigors of
competition. Yet, thus far, countries which have begun to
introduce significant reform measures (notably, Malawi ard
Mozambique) appear to be "holding the line", with the support
of donors that have contributed resources to assigt them
through the difficult adjustments required.

The development strategies embraced over the past two decades
by most SADCC member countries, as well as the trade and
industry sector strategy of SADCC itself, demonstrate a
predominantly inward-looking belief in expansion of naticnal
and regional self-sufficiency. This view has been driver by
the region’'s colonial background, the confrontation with
apartheid South Africa, and a belief in Government as a primary
source of economic direction and management. Only since about
1984 have countries in the region begun to look outward, though
hesitantly, to reduce government involvement in their
economies, and to reappraise long held models of national and
regional development.

From its founding in 1980 until 1987, SADCC placed primary
emphasis on infrastructure development and agriculture. No
specific program of action was instituted for industrial
coordination until 1983, or for trade stimulation until 1987,
Up to 1986 SADCC argued that production was to push trade and
the prerequisites for production and intra-regional trade had
first to be put in place: transport and communication
facilities, critical inputs and managerial personnel.

By 1987 the realities of scarcity of public resources caused a
dramatic refocusing of SADCC strategy toward encouragement of
investment in production and the addition of trade to the
industrial sector portfolio. Since then, however, investment
in industry has not accelerated and, although there has been
useful dialogue with the private sector on the need to
stimulate trade through policy reform as well as specific
programs, a coherent program to promote trade is yet to he
developed.
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Activities of the sector unit responsible for industry have led
to little analysis or action. Philosophically the approach to
stimulate trade and encourage industrial development has
embraced measures to increase intra-regional trade (as through
information systems, preferences for regional products and
bilateral agreements) and to share industrial production
capacity through specific strategic investments. The sector
unit has considered various approaches to dissemination of
trade information, but so far without significant results.

With A.I.D. support, SADCC's central Secretariat has launched
studies of several schemes, each aimed to alleviate the major
perceived symptomatic restraint on trade, namely shortages of
foreign exchange. Moreover, the Council of Ministerg has
acknowledged the need for member countries to improve their
overall economic wellbeing through policy reform. A.I.D.
initially has concentrated on helping SADCC and its members
understand the fundamental nature of the trade question and the
need to create a policy environment conducive to economic
growth and trade. The time is now ripe for programs to support
such moves.

4. trategi jectiv

The United States assistance program will seek to stimulate
tr ntrepr rship.

Southern Africa must expand trade with all nations, within and
without the region, so that exports can serve as an engine of
growth. As total trade expands, rational pricing and the
market will govern the direction of trade, both within the
region and without. In an efficient market, where locational
advantages and competitive pricing tip the halance against
imports from the rest of the world, intra-regional trade will
expand. This expansion will accelerate as transport is
improved and as national policies remove impediments to trade
flows among Southern African economies.

The U.S. program to stimulate trade and entrepreneurship will
therefore encourage and support actions leading to increased
foreign exchange earnings through trade in all directions and
will promote wider private sector participation in market
activity. Improved export performance will increase available
national and regional resources, thereby stimulating levels of
economic growth and providing conditions amenable to
development. Greater private sector participation in the
region's economies will improve levels of efficiency which will
benefit the region's population through lower pricing and, more
importantly, will generate foreign exchange through more
competitive pricing of locally produced goods on world markets.
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SADCC has already recognized the problem of stagnant trade and
the necessity to promote exports as the catalyst for GNP growth
and economic development. SADCC needs a supporting framework
for considering how best to help stimulate trade and industrial
development. A.I.D. can provide leadership discussion of the
impact of reform and in generating recommendations for new
approaches at the national and regional levels. A.I.D. can
also provide financial and technical support to measures that
are appropriate for each economic context.

5. E t t

The trade and entrepreneurial stimulation program proposed for
the period 1991-1995 has two elements. One focuses on trade
itself by helping the SADCC group of nations reduce barriers to
expanded trade and by providing support to individual member
countries in their national efforts to stimulate trade and gain
foreign exchange. The second will encourage the growth and
maturation of the private sector through improved policy
climates and through assistance to entrepreneurs with export
objectives. Both elements build on the general trend in the
region toward economic reform, the more outward-looking
policies being adopted and the growing appreciation of the role
of private activity, both domestic and foreign, in providing
the necessary resources tc pursue growth and development. As
the timing and content of reform varies from one country to
another, the appropriate USAID support will be tailored to each
country situation. The program mechanisms will be regional in
nature, each providing principles and criteria to guide
commitment to national efforts. Any participating SADCC aation
will identify the particular tools of trade and entreprenzurial
stimulation that are most appropriate for its current ecoilomic
and political status.

a. Trade

Every country in SADCC could benefit from a program of
deliberate trade gtimulation. But the countries vary in
economic conditions, progress in policy reform, and
requirements for promotion of growth in trade. Thus, an
"umbrella” trade stimulation program oriented towards
assistance to all countries in the region but allowing for a
tailoring of programs to the specific needs of each membe-
country, will be the key element of the U.S. strategy to
support economic growth through trade.

Under this program concept countries receiving U.S. assiszance
will be able to seek U.S. help in implementing those measures,
gselected from among a number of trade promotion options, :hat
are most appropriate for the macroeconomic conditions and
policies prevailing in their respective countries. By itself,
the encouragement of intra-regional trade through import
substitution results in price distortions stemming from inport
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protection and a skewed duty structure. What A.I.D.'s approach
will not do is place up-front the illusive goal of directly
stimulating intra-SADCC trade; an undertaking which has not
proven viable in previous years and which can only happen as
countries change their economic structures to achieve greater
complementarity. If SADCC and other donors choose to continue
to focus primarily on intra-SADCC trade stimulation, A.I.D.'s
trade stimulation program will still be indirectly supportive
of the SADCC goals but will emphasize a different path to
achievement.

The program will establish the rationale for a variety of
potentially effective trade promotion measures (a matrix of
options is set forth in Annex IIIA, and a description of each
option in Annex IIIB). An analysis of conditions and measures
currently appropriate for inclusion in a country-specific trade
promotion strategy will establish the separate country
programs. The overall program will be accessible by USAID
missions throughout the region. Each participating bilateral
migsion will be responsible for the final design and
preparation of specific agreements with the country's
government.

Experience in the implementation of trade measures under the
auspices of the U.S. and other programs will lead to the
creation of a region-specific locus of expertise and
experience. As macroeconomic and policy conditions in a given
country permit or demand, A.I.D. will facilitate the use of
this expertise to assist a country in adapting or supplementing
its specific mix of trade promotion measures.

In general, a trade stimulation program provides maximum
flexibility in matching financial support to the specific needs
of individual countries. At the same time, it pursues the
general objective of stimulating earnings from trade by each of
the region's member states. Expanding trade will promote
growth and lead to general development, which in turn will
contribute, over the longer run, to intra-SADCC trade flows and
higher economic levels of prosperity in the region.

b. Entr neuri Dev ment

The gradually improving financial conditions in most of the
region's economies will permit additional entrepreneurial
activity. In order to stimulate indigenous participation and
encourage partnerships with producers from outside, A.I.D.
asgistance will support viable profit-making projects of the
private sector. The aid will offer advisory services to
private entrepreneurs in the SADCC member states. The advisory
service will assist these entrepreneurs in evaluating projects,
applying for financial support, and obtaining technical and
managerial assistance needed to start up projects. Where
project proposals, by virtue of their innovative nature,
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require a minimal track record before qualifying for
institutional funding, a seed capital fund will be available
for project start-up costs. Further, this program component
will seek to improve the financial and project evaluationm
services available to SADCC countries by pairing nationa. with
foreign experts in cases where indigenous consulting services
are not yet adequate. However, wherever possible, indigenous
consultants will be recruited and engaged on a preferent:al
basis.

Though the current attention being paid by the governments to
encouraging private economic activity in Southern Africa is
new, experience in helping Africans of the private sector to
develop projects is already established, as for example :n the
Africa Project Development Facility (APDF), established :n 1986
as a multi-donor initiative, which provides technical
assistance to African entrepreneurs in feasibility analysis,
operations management, market development and capital
formation, as required to develop and implement viable,
profit-making projects. The objective of technical assistance
will be to speed the development of productive enterprises
sponsored by private African entrepreneurs, women as well as
men, as a means of increasing growth and productive
employment. The entrepreneurs will identify themselves, and
will contribute to the costs of the advisory services. By
seeking to pair outside consultants and staff with local
counterparts in member countries, the program will strengthen
the financial and consulting services in Southern Africa.

Private sector development does not flourish in a vacuum.
Rather, the elements of policy climate and talent required for
successful growth and sustained development must be in pl.ace.
The element of creative business talent will be nourished
through consultancies provided and enhanced through the
provision of formalized training in business planning and
financial management. In instances where regulations are
stifling entrepreneurship, the program will address the :issues
involved and seek to effect change.

Financial support will be offered to emerging or expanding
entrepreneurs through a seed-capital fund to provide bridging
finance to busineggses that require working capital to begin
project activities before financing from other traditional
sources can be secured. Interest rates levied would represent
the real cost of credit, accurately reflecting the risk
attached to new venture development, and would not be
subsidized. The seed capital fund would be complemented by a
venture capital insurance fund, which by its nature, would
encourage potentially viable, though high risk projects. The
ingurance provided would strengthen the willingness and ability
of local financing sources to extend credit to such ventures,
and encourage foreign investment in new projects.
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6. Resources Required

The trade component will require $35 million over five years.
A direct-hire economist at USAID/Zimbabwe will supervise the
program, assist individual A.I.D. Missions in the region to
negotiate particular projects, and monitor progress both by
individual countries and in the region. Assistance from the
project office of USAID/Zimbabwe will be available to help
develop specific agreements with the countries. Management of
the preceding policy dialogue and the respective projects in
the region will be carried out by the country misgsions.

The cost of providing entrepreneurial assistance to the region
during the five year period will be $8 million. Administration
of the program will be handled by USAID/Zimbabwe, which will
negotiate grant agreements with the Africa Project Development
Facility or other implementing agencies and monitor the success
of the program.

7. Im t Anticipat

The trade and entrepreneurial stimulation program components
targeted for A.I.D. assistance in Southern Africa must be
viewed in a broader context. Economic reforms are occurring
and SADCC is revising its own agenda of trade and industrial
development. It is because policy reform is advancing the
beginning -improvements in some countries' financial condition
that a trade stimulation component and an entrepreneurial
assistance component can be supported at this time. Thus, at
the most general level, impacts of A.I.D.'s program derive from
the broader economic conditions. Likewise, these two programs
alone cannot cause trade to expand and entrepreneurial
participation to deepen. Rather, the A.I.D. program
complements other economic developments and programs by
individual nations and by SADCC in Southern Africa and provides
a set of mechanisms which if used appropriately could help
establish the link between reform and results. These measures
can only succeed to the extent that economic policy reform can
be sustained in the future.

At the general level it will be necessary to establish
benchmarks for indicators of economic reform in each of the
Southern African nations. This process should create a
synopsis of policy reforms and their links to key indicators,
including exchange rates, interest rates, government deficits,
credit levels, prices, and trade. Though trade stimulation is
the overall objective, each country is at a different stage in
its efforts to improve trade. There should be agreement with
each participating country that monitoring of appropriate
variables, suitably disaggregated to show detailed change and
impact, is a responsibility of the country, working with
A.I.D. In some cases the key variable may be a redirection of
trade among countries and regions. In other cases the
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objective may be increased trade in targeted trade commodity
groupings. And in yet other cases the appropriate variabie to
measure may be flows of credit to exporters or access to
imported inputs for production.

A related effort will be undertaken to establish benchmarks and
monitor the trade and industry policies of SADCC members and
their relationship to changes in the region. Key indicators
will include trade and investment flows and the relative
importance of private sector participation in member courtry
economies.

The entrepreneurial stimulation component will require detailed
benchmarks on the size and location of private entrepreneurial
activity and the gender of its leadership within the courtries
being assisted. A monitoring of treads in private sector
contributions to economies as well as in shares of private
sector access to credit and equity funding may then be tte
appropriate ways to measure impact. Staff of implementirg
organizations and local consulting talent should be invclved in
assisting A.I.D. and Southern African countries to establish
appropriate types of monitoring.

E. STRATEGIES FOR FUTURE REGIONAL GROWTH
1.  Background

The nations of Southern Africa, grouped together under SADCC,
comprise a viable, if loosely linked, economic and political
region. Majority-ruled nations in Southern Africa are bcund
together by a number of factors. These include:

a background of colonial dominationj
- rather recent political independence;

— a short history of national consolidation and
development efforts;

~ economic dependence on Scuth Africa, and exposure to
periodic aggression through political, economic and
security interventions;

- shared opposition to apartheid in South Africa;

- weak complementarity of economies, with prospects for
slow improvement;

- common experience with the devastating world recession
of the 1980's and the sobering realities of diminished
domestic and international resources, slower growth, and
the need to control development expenditures;

- donor interest and focus on majority-ruled nations of
Southern Africa;
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Though there are considerable differences among individual
Southern African nations in the structure and growth of their
economies, the resource bases and the political and policy
environments within which economic development is being
pursued, the "ties that bind", are strong and sufficiently
compelling for the area to be treated as an economic and
political region.

The transition to a post-apartheid South Africa may well be
prolonged and confrontational, but there is some possibility
that its occurrence could be accelerated by a willingness in
South Africa to compromise and seek accommodation. Even now,
there are cooperative relationships between some SADCC
countries and South Africa, as in development of Cahora Bassa,
the port of Maputo and the Ressano Garcia rail line in
Mozambique. Regardless of the exact date for the establishment
of majority rule in South Africa, events are changing
sufficiently that a five year strategy for U.S. assistance to
Southern Africa needs to include efforts at initial planning
and conceptualization of a broader regional environment.
Changes in the insurgency situation in Mozambique, as well as
agreements for settlements in Angola and Namibia, offer
encouragement that similar "peaceful’ compromises might occur
in the South Africa situatiom.

The evolutionary nature of politics in Southern Africa points
to the continuing significance of implementation of SADCC's
1980 Lusaka Declaration, whose basic development objectives
were:

1. The reduction of economic dependence, particularly,
but not only, on the Republic of South Africa,

2, The forging of links to create a genuine and
equitable regional integration,

3. The mobilization of resources to promote the
implementation of national, interstate and regional
policies,

4, Concerted action to secure international cooperation
within the framework of a strategy for economic
liberation.

Though coordination to pursue these objectives is necessary
during the current regional confrontation between the Front
Line States of the region and South Africa, it will be even
more essential once a post-apartheid Southern Africa exists, to
face its own major changes in internal and external
relationships which will accompany majority rule in South
Africa. The area will see possibilities for a broader, richer,
more varied regional economy. But it will also face numerous
problems of reorienting infrastructure and institutioms,
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determining desirable and feasible economic links among the
region's economies, and adjusting national economies to =&
broader, truly "Southern African” regional economy.

The various problems, trends and conditions in Southern £frica
that warrant exploration and consideration derive from tte
history of the region, current political and economic
conditions, and the need to consider alternative futures.
Considerable lead time is required to give careful
consideration to potential issues and problems of mutual
adjustment, and to table among member countries and SADCC
itself alternative approaches to addressing such problems.

Some such work has and will occur through the SADCC Secretariat
and the sector units, but donors can make a contribution to the
region by simultaneocusly pursuing selected issues themselves.

The nature of regional growth and development is heavily
influenced by the confrontation with South Africa. It must be
recognized however, that substantial efforts at economic reform
are nevertheless underway in the face of such a situation and
that prospects for growth and development range beyond this
political dimension to the region as a whole. Further, there
are issues of a regional dimension which will transcend the end
of apartheid; issues of intra-regional trade and investment,
flows of guest workers across borders, refugee migration, and
food security. Actions being taken now and in the next five
years will heavily influence the shape of these regional issues
and problems. Some medium to long-term strategic thinking is
an essential element of support to Southern Africa as a region
of strategic importance to the United States.

A regional agenda of action does not detract from the strength
or necessity of national efforts to pursue economic growth.

Nor does it eliminate the need for bilateral programs in SADCC
member countries. Indeed, much of the strength of the region
today derives from increasingly sound national economic
policies among the member states. Bold national efforts at
economic reform can be expected to be supported by multilateral
and bilateral assistance in supplemental resource flows. These
efforts must continue and even increase if the region is to
make progress in its regional agenda of action.

2. Constraints to Development

The context for the U.S. strategy for 1991-1995 includes a
period of SADCC operation and consolidation, major economic
reforms in member countries' economies, and a now
well-developed pattern of multi-donor assistance to SADCC and
its agenda of action. And yet, there are weaknesses in this
approach. The loosely-knit SADCC organization produces an
often heterogeneous agenda of action and listing of endorsed
projects requiring donor support. SADCC depends on sector
units spread among member nations, whose capacity is uneven.
Some gsector units function relatively well while others are
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incapable of developing coherent action plans. On occasion the
Secretariat can develop policy positions, but the power of
decision is vested in the Councils of Ministers. Some issues
are not addressed directly by SADCC's sectoral agenda, for
example the need for macroeconomic reform and of linkages among
individual member country programs. Furthermore, the doncrs to
SADCC and its member countries have widely differing objectives
and standards for supporting SADCC.

Thus the range of strategies to be considered for Southern
Africa is often developed in an ad hoc manner, or through
negotiation between a donor and a sector unit. SADCC's
established method of approving its agenda of action, with the
Council of Ministers making final decisions, promotes
compromise. The process ensures full support by the
leadership, but to some degree it inhibits exploration of a
broader range of alternative approaches to problems. A
broadening of ideas and options to be considered would be
healthy for SADCC, especially in this transition period. It
would also expand the possibilities for donors to suggest areas
of concern which require attention and alternative approaches
to solving problems as they arise. Though it may be too early
to institute projects and programs, it is essential that
analysis be undertaken and tentative options developed for
various paths to a post—apartheid Southern Africa.

3. Progr Pot ial

The first years of SADCC and A.I.D.'s Southern Africa Regiomal
Program (SARFP) were focused on concerns of institution building
and support for SADCC's priorities in transport and
agriculture. It has taken several years of experience with
SADCC and its agenda for the need for strategic thinking about
Southern Africa to become clear.

U.S. assistance in helping to shape SADCC's agenda in selected
areas and expanding potential areas of support would likely
serve U.S. and other donors' interests in the region and the
member states themselves. It would not represent a lack of
confidence in SADCC, but rather a recognition that limitations
on SADCC as a loose-knit regional organization prevent it from
addressing some key issues and concerns in the region.
Instead, efforts by individual donors to fully evaluate the
region and its problems and future potential would bring forth
a richer range of options, some of which may become part of
SADCC's agenda. Without explicit focus on strategic issues
related to future regional growth, the thinking and work which
has coccurred has been informal and more related to individual
sectors and projects based on topical problems.
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4, trategi jectiv

The program to develop strategies for future regional growth

has as its major objective exploration of key issues and
ua_o_ﬂ;_hm_tm lation wit _e__eum_a_d_amz_dpngu_gf_dmms

relat th indi n th

In studying potential strategies for the future growth of the
entire Southern Africa region, the United States will cover a
range of medium to longer term issues and concerns which are
not being considered in depth in SADCC cperations or in conor
interactions. Critical to the intended impact of the studies
must be the incorporation of the views of officials and cther
citizens in the region and the free circulation of drafte for
discussion by them and by donors. Broad exchanges of views
will also overcome the limited mutual awareness among dorors of
each others' interests and the availability of studies ir the
SADCC context.

Through the active participation of SADCC staff and SADCC
member states and their citizens in the development and study
of regional issues, a broader and richer SADCC Program of
Action can reflect the considered review of a wide array of
development options. U.S. leadership in considering
supplementary areas of future constraint will position the
United States to provide assistance as SADCC expands its agenda
of action.

5. Elements of the Program
a. Studies

The studies to be supported by this program will look at all of
Southern Africa and span a range of sectors, issues and
questions. The studies will be designed and carried out by
investigators with broad conceptual understanding of issues in
Southern Africa (and expertise in particular fields), including
citizens of the region (and including South Africans interested
in participating). Representatives of USAID missions and of
SADCC will provide direction to the selection of topics,
completion of the studies, distribution within the region, and
discussion with government, academics and other key groups.

1) Trade. The implications for intra-regional and external
trade of a broadened membership in SADCC, to include South
Africa, have not been analyzed. All entrepreneurs of SADCC
should be interested. What is the potential for broader
intra-regional cooperation in trade? What are the implications
for the current SADCC transport systems of a cooperative
neighbor to the south? What liberalization in import and
export controls, and customs procedures, will be necessary to
stimulate export earnings? What if the South African Customs
Union is expanded in membership? What if it is abolished?
What issues would be involved in operating with a common
monetary unit?
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2) Economic Reform. The Council of Ministers of SADCC has
expressed its view that structural reforms will be necessary if
the region is to continue to achieve economic growth. What can
the member countries learn from each other's experiences in
establishing and implementing reform measures?

3) Private Enterprise. How can the financial markets of member
nations be expanded, what regional mechanisms are available, or
viable? What can members learn from comparative study of
national climates for private sector development?

4) Refugees. Prospects for reduced flows of refugees into
neighboring countries are likely in the more peaceful region of
the future. But what are the prospects for integration of
returning refugees into the economies of their home lands? How
long will displaced populations continue to meet the
definitions adhered to by the multilateral agencies who assist
them?

5) Human Rescurces. Neither the demand nor the supply of
trained human resources is fully known or forecasted for the
region, Most data is old by as much as five years. Gaps in
data on the private sector, including the informal sector, are
especially acute. Several factors yield clues as to the
magnitude of the problem, however: the large number of imported
skilled persomnel (25% of managerial level government positions
are filled by expatriats, 19% of agricultural teaching staff,
14% of skilled mining positions), the magnitude of overseas
training, the relative paucity of training institutions and
shortages of equipment and staff, and the shortage of secondary
level graduates with scientific or technical backgrounds to
enable them to gain higher level training. The surveys
conducted to date by the Regional Training Center in Swaziland
are of limited value. A better assessment of gaps in skills in
the region, and identification of potential efficiencies in
regionally oriented training in specialized fields is needed.
Beyond such a relatively static assessment, however, the region
should be looking at factors that could affect the distribution
of labor in the future, Will a post-apartheid South Africa
want to keep its jobs for its own citizens? What retraining
and redeployment will be required for citizens of today's
labor-exporting countries?

6) Energy. In conventional energy the region is potentially
self sufficient, with resources in o0il, coal and hydropower.
When dependence on South Africa is no longer a political issue,
what possibilities are there for cooperation in provision of
energy? What are the costs of the present reluctance of
individual countries to give up the quest for national
self-sufficiency and cooperate to achieve the most economic
distribution of required power?
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7) Food. Existing policies have an anti-rural bias that
discourages food production and trading of food at market
prices. What is the likelihood that concerted moves to remove
the bias against food production would benefit each of tte
nations in the region, and the region as a whole, in foreign
exchange savingse, in rural income, in economic growth? Wwhat
would be the role of South Africa in liberalized trade in
agriculture?

8) Pests and Disease. Are there region-specific, or regiomally
distributed, biological impediments to animal or crop
production that would be amenable to research and application
of results?

In order to develop an agenda of studies, prioritize them
within available funding, and monitor the quality of work
accomplished, a Review Panel will be established. This Panel
remains to be designed as part of a specific project proposal.
However, it should consist of experts in their respective
fields, primarily those with broad conceptual understanding of
issues in Southern Africa and draw heavily on the use of local
consultants.

6. r R ir

During the 5 year period a total of $9 million will be rejuired
to carry out the range of studies necessary to provide
strategic guidance to A.I.D. and to the region. A portioa of
these funds, perhaps $1.5 million, will support studies
undertaken directly by the SADCC Secretariat, as a
demonstration of support and as a vehicle to strengthen tae
institutional capacity of SADCC itself.

A project-funded manager with overall administrative
responsibility for the studies project will be located at
USAID/Zimbabwe. A series of consultants to conduct specific
studies, with a designated lead consultant, will be named for
each strategic study. The studies will be distributed widely
within the region and among donors, and discussed at seminars
and other venues. Close coordination with the SADCC
Secretariat and the sector units as well as with other donors
will be necegsary to avoid duplication and assure that the
studies receive an open reception and consideration as SADCC's
agenda of action is revised and other donors evaluate their
responses to the region's needs.

7. Impact Anticipated

For A.I.D. the impact of these studies will be measured br the
effectiveness brought to program planning. With sufficient
lead time before programs are structured, these studies can
carefully evaluate problem areas, identify altermative
approaches, and recommend strategies for A.I.D. to follow.
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This will be critical to the formulation of the next regional
development strategy statement for 1996-2000. But equally it
will guide the yearly programming of available assistance.

For the region, the impact will depend on the types of
consideration given to, and discussion of, strategic issues in
the medium to long-term. The studies completed, and their
dissemination and discussion within the region and with donors,
will have positive but intangible impacts. It is likely that
in subtle ways these studies can broaden the range of issues
and approaches considered as SADCC reformulates its agenda of
action periodically. Similarly, such studies and their open
dissemination and discussion among donors is likely to yield
improvements in donor coordimation. Lastly, such studies will
lead the way in identifying issues of concern which others can
consider further in studies, seminars, and projects.

IV. RESQURCES REQUIRED TQ FULFILL _THE STRATEGY

Dollars (million)

Year 5-Year
Program 1991 1992 1993 1994 1995 Total
Transport 27 29 22 42 45 165
Food Availability 20 18 27 15 10 90
Trade and Entre- 0 12 10 7 12 41
preneurship
Strategies for the 3 1 1 1 3 9
Future
TOTAL 50 60 60 65 70 305
Human

Human resources required to implement the strategy include the
(now unassigned) program economist for USAID/Zimbabwe, one USDH
Engineer over the plan period in addition to one transport
planner, either Personal Service Contractor or USDH. One
program—funded contractor will be required for the natural
resource management program, and ancother for management of the
strategic studies. These requirements are additional to the
current staffing levels in USAIDs in the regiom.

V. DONQR ASSISTANCE IN SUPPORT OF SADCC

Since its founding in 1980, SADCC has held annual Consultative
Conferences at which '"cooperating partnersg'", including
bilateral donors and internmational agencies, signify their
commitments to the SADCC program of action. These conferences
have traditionally followed meetings of the SADCC Standing
Committee of Officials and its Council of Ministers and are
chaired by the Chairman of the Council. The Conferences
provide a forum for discussion of sectoral programs and issues
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and a presentation to the cooperating partners of progress
reports and proposed future program plans. Though as many as
31 cooperating governments and eighteen international agencies
are represented at the Conferences, 11 bilateral and three
multilateral agencies account for almost 90% of all assistance
to SADCC member countries and the SADCC Programme of Actiom.

Total official development assistance commitments to memter
states for bilateral and regional purposes has averaged zbout
$2 billion per year since 1979; that total increased to zlmost
$3 billion in 1986. The largest total commitments went to the
poorest countries-Mozambique, Malawi, Tanzania and Zambisz—-and,
after Independence, to Zimbabwe.

1. Donor Coordination

The interactions which take place between SADCC and donor
organizations at the Consultative Conferences comprise the
highest level of domor coordination, involving agency directors
and government ministers., They are, however, by no means the
only forum for donor coordination within the region.

On a sectoral level, donor representatives meet in focused
working groups to pursue discussions of a technical nature with
SADCC coordinating unit staff and interested member country
delegates. These sub-group discussions also take place at the
annual Consultative Conferences, and on an ad hoc basis as
required. Meetings of Sectoral Committees of Ministers are
convened at least annually, without donor participation, to
establish criteria and priorities for the sector program, to
discuss the roles of cooperating partners and facilitate the
coordination of donor activities.

Periodic technical coordination meetings are held to revisw the
funding and progress of a specific multi-donor program or
project. For the transport sector, these coordination meatings
have included several organized by the Beira Port Authority,
focusing specifically on Beira corridor development activities;
quarterly meetings between the Government of Malawi and dinor
organizations involved in the Malawi Northemm Corridor; azinual
meetings convened by both the Tanzania Rarbor Authority aad
TAZARA to discuss the coordination of donor activities on the
Dar es Salaam corridor; and the first meeting on the Limpopo
corridor. Discussions are held on an informal level among
donors active in the same or similar project activities.
General consultations among two or more deonors occur frequently
in Harare and elsewhere, and the Development Center of OECD has
facilitated discussion between SADCC and its major donors on
procedural and other relationships. However, donor offices in
the region vary widely in their knowledge of and responsibility
for their countries' SADCC programs. There is no overall
coordinating leadership in the region and no established Zorum
for regular sharing of donor experiences in regional
development on a broad basis.
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At the ministerial level, donors have sought to define a
regular coordination mechanism. As the largest cooperating
partner in the region, the World Bank would be a logical choice
to organize periodic donor conferences, but the Bank has thus
far been reluctant to dedicate the staff time required or to
burden SADCC with a formal meeting structure. Thus, for the
foreseeable future, donor coordination will continue to be a
SADCC and recipient country function. As far as SADCC is
concerned, this is fully complementary to their perception of
their role as the principal coordinating body for development
activity in the region.

2. Digtribution of Donor Assistance

Within the universe of approved projects in the SADCC Programme
of Action, by far the largest proporticn of donor resources has
been committed to the transportation sector (US$1.6 billion or
72% of all secured financing, as of July, 1987).

Major bilateral donors active in this sector include: the
United States, Norway, Sweden, Denmark, Germany, Canada,
France, Portugal, Italy and the United Kingdom. Multilateral
donor organizations which have contributed to this sector
include the EEC, IDA, and the AFDF.

The second most important sector in terms of donor commitments
(US$253 million) and proportion of all secured financing (12%)
is that of industry and trade. However, donor assistance in
support of industrial development has been limited to a small
number of relatively large rehabilitation projects. Prominent
among these are a Swedish-supported pulp and paper mill in
Tanzania (US$187 million), a Swedish-supported pesticides plant
in Tanzania (US$18 million) and an Italian/NORAD-funded
rehabilitation of cement works in Mozambique. A number of
other bilateral and international donors have provided funds
for market and feasibility studies.

In the agricultural sector, the U.S$. has taken the lead in
donor-supported research and extension through assistance to
the sector coordinating unit for agricultural research, the
regional sorghum and millet improvement program being
implemented by ICRISAT and the Zimbabwe-based, regional food
security project. Other donor support of agricultural research
has been provided by Canada, Germany, the U.K. and Norway.
Donor support for SADCC regional food security programs has
come from Canada, Demnmark, Australia and Ireland. Multilateral
organizations active in this sector include the EEC and the
UNDP.

Energy sector initiatives have been supported by Canadian,
Swedish, Norwegian, Finnish, Italian, Dutch, Portuguese and
Brazilian bilateral assistance programs. The largest of the
energy-sector projects supported by a foreign donor is the
US$38 million Canadian-funded, interconnection of the Botswana
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and Zimbabwe electricity grids. Multilateral development
organizations active in regional projects in this sector

include the EEC (coal, electricity, fuelwood, planning and
institutional development) and the World Bank (petroleum’.

Human resource development and mining sectors are receiving
relatively less donor support (US$60 million and $25 million,
respectively}. Principal donors active in these two sectors
are the U.S., the U.X., NORAD, Germany and Ireland (humar
resources) and the Netherlands, France, the EEC and UNIDC
(mining).

With respect to regional strategies and program priorities,
rough areas of emphasis for individual donor organizatiors can
be identified. The Canadians, for example, have concentrated
their regional development assistance in the areas of
transportation, energy and agriculture; the Swedes in transport
and industrial development, the Germans in transport,
agriculture and human resource development. The Italiang have
focused almost entirely on transport-sector programs and
forestry; the U.K. on transport, fisheries and land water
management. Superseding these informal areas of donor
concentration, some of the donors have developed special
working relationships with SADCC which reflect their particular
interest and orientation. Among SADCC's cooperating partners,
the Nordic countries as a group (¥Finland, Denmark, Iceland,
Norway and Sweden) have established this sort of °
special-interest relationship with SADCC. The 1986 Joint
Declaration with the SADCC countries on regional cooperation
covers both economic and cultural fields. Economic cooperation
has involved technical assistance for economic planning;
project identification and preparation; strengthening of the
SADCC Secretariat and sector coordinating units; assistance in
the implementation of major projects; support for maintenance
and rehabilitation of productive capacity and the promotion of
trade between the Nordic and SADCC countries and within the
SADCC region. In addition, a NORAD fund has been established
to finance exports from new joint ventures between Nordic and
SADCC enterprises., When the Nordic Council of Ministers has
agreed on mutual support to a SADCC program, one country is
designated as project manager. Discussions between the Nordic
countries and SADCC on the implementation of the Joint
Declaration take place on a regular basis and the two parties
have issued joint commumiques at recent Consultative
Conferences.

In a similar vein, a special set of working relations betwveen
SADCC and the EEC were codified in a Memorandum of
Understanding which was also signed at the 1986 Consultative
Conference. This memorandum specifies pricrity areas for the
use of Lome III regional funds and indicatively allocates
resources across specific sectors. The EEC, for example, has
had a lead in supporting the SADCC food security program and is
active in transport and energy.
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VI. EVALUATION QF THE IMPACT OF THE REGIONAL DEVELQPMENT
STRATEGY

A. Summary of the Program's Strategic Objectives,

Targets, and Benchmarks. The overall cobjectives of the
Southern Africa Regional Program as presented in this RDSS are

highly supportive of Bureau goals and objectives established
for A.1.D. programs throughout Sub-Saharan Africa. An expanded
program matrix which includes proposed benchmark areas and data
sources and which will serve as the basis for evaluating and
monitoring the regional program over the period 1991-1995 as
presented in this RDSS ig presented below. The objectives,
targets, and benchmarks are set forth so that measures can be
focused at the level of the regional program impact, not at the
project output level. The same objectives and their
corresponding targets will form the basis for Action Plans to
be submitted during the RDSS period as well as the periodic
Mission Director program assessments that will be incorporated
into the periodic reports on project implementation.

B. Measurement of Program Impact. The impact of the
Southern Africa regional program will be measured in terms of
its established targets. Because the targets are quite
focussed, the Mission will be able to limit data collection and
data generation efforts to those noted in the evaluation and
monitoring plan. The establishment measurement of benchmarks
to evaluate impact will be included in specific projects to be
undertaken in each of the various sectors of emphasis. While
most of the data will be gathered from primary sources, major
macroeconomic data required to track trends and goal level
impact will be acquired from secondary sources. Data required
to track progress in implementing a specific program will
generally be acquired by compiling project level data.
Therefore, A.I.D. program evaluation efforts will focus on
measuring impact and monitoring progress in achieving program
targets. Future regional projects will include baseline
measurements to facilitate subsequent gquantification of program
impact.

1. Developing an menting th D Action Plan.
A.I1.D. also recognizes that women must be carefully woven into
the RDSS strategy if anticipated impacts of the program are to
be achieved. The Mission, therefore, proposes to undertake the
following steps to both develop a regional WID strategy while
at the same time, fully incorporating gender issues into its
1991-1995 program strategy:

a. Upon receipt of the proposed format from PPC/WID,
the Mission will initiate steps to secure technical expertise
to assist in (1)} fully identifying substantive gender issues in
the three areas of program impact, (2) identifying data related
constraints to achieving a fuller understanding of women's
roles in these sectors and, therefore, measuring the impact of
the proposed program on women, and (3) identifying the means
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for overcoming these constraints. As gender issues are
identified, the WID Action Plan for addressing those issues
within the context of the proposed RDSS strategy can be
prepared. Where new data is required for achieving a fuller
understanding of the roles women perform in the transport
gector, for example, the means for acquiring that data will be
identified.

b. Specific benchmarks related to the impact of the
program on women will be developed and the means to measure
those impacts identified.

2. Monitoring Progress. At the mid-point in the RDSS
period, the Mission will undertake a small scale effort to
check that the strategy is still on track. This will enable
some adjustments in the strategy to be made if these are deemed
necessary to achieve the desired impacts. This will also
enable changing political events in the region to be fully
accounted for in the final measurement of program impact.

3. Asgessing Impact. A full-scale effort to measure

final impact of the strategy throughout the region will b=z
undertaken in FY 1995, Data on all variables identified in
project level baselines will be gathered, and all benchmarks,
especially those related to overall program impacts will »e
measured.

C. Reporting on Program Progress and Impact. Progress in

implementing the strategy will be reported to AID/W in
conjunction with regular programming and implementation
reporting. Mission Action Plans will report on progress in
achieving benchmarks and targets; and Project Implementation
Reports will report on program implementation progress. These
two activities, will form the basis of the regular progress

reporting.
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SOUTHERN AFRICA DISTANCE TABLE
FROM MAJOR CITIES AND PORTS
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TRANSPORT PROJECTS UNDER CONSIDERATICN,

PROJECTS {MILLIONS OF DOLLARS)

TABLE E

1991 - 1995

FISCAL YZARS TOTAL

1991 1992 1993 1994 1995

KAFUE BRIDGE 13.3

NT 'L RAILWASYS

OF ZIMBABWE 13.7

TANZAM MAINTENANCE

MGT-RAIL/ROADS

TANZAM RE-
HABILITATION

TA FOR SATCC
CFM-NEW LOCOS

REGL ROADS/BRIDGES
CONTAIKER TRUCKS
& SPARES

TOTAL 27.

29.0

- 13.3
- 18.7
- 20.0
- 21.0
- 20.0
- 2.0
35.0 60.0
5.0 5.0
5.0 5.0
45.0 165.0
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1. Zambia railways - replacement of the Kafue bridye,

This railroad bridge is old and in danger of sudden collapse.
The bridge has been strengthened and patched numerous times,
and further shoring up is no longer effective. The underlying
structural weaknesses due to metal fatigue and cor:-osion can no
longer bhe corrected. The feeble condition of the bridge forces
trains to cross at a speed slightly above a walking pace.

Replacement of this bridge by a new one slightly up-stream
would allow higher train crossing speeds, and would eliminate
the possibility of very costly and lengthy traffic interruption
and detours if the old bridge did collapse.

The benefits from increased travel speeds on the new bridge
will be small. The primary benefit would be the avoided
disruption and detouring of the traffic id the old bridge were
closed, or would collapse.

Cost: $13.3 million
Capacity inc ease: good
Cost reduction: good

8/C ratio: moderate



I-F-2

2, Zimbabwe, supply of new engines for 44 general electric
locomotives, class 9A

The back bone in the NRZ diesel fleet for regional traffic is
the class 9 A General Electric locomotive and the class 10
General Motors 1 comotive. Canada is already assisting NRZ with
supply of spare parts for the class 10 locomotives.

The class 9A General Electric locomotives were placed in
service in 1972 - 1975, have seen heavy use, and the engines
are becoming due for replacement. When outfitted with new
750-800 KW engines the lifetime of these reliable locomotives
will be extended by at least another 15 years. The NRZ
weorkshops will be able to re-engine 12 locomotives per year.
xxx B/C calculations xxx

Cost; $13.20 million
Capacity increase: moderate
Cost reduction: large

B/C ratio: (approximately 1.25)
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3. Tanzam road maintenance support.

This project would provide funds and technical assistance for
maintenance of the sections of the Tanzam highway as
rehabilitation is completed by the donors. Ex-post evaluations
by both AID and the World Bank have shown that economic returns
from maintenance of a heavily traveled road such as the Tanzam
highway are very high. The benefits arise both from savings in
vehicle operating cost and from the opportunity to avoid future
expensive reconstruction or rehabilitation of the road following
neglect of maintenance. In fact, unless one assumes that
adequate maintenance will follow a rehabilitatior project, the
feasibility of the project can not be demonstrated.

Road maintenance projects are, however, very deménding on AID
staff. The difficulty is not so much technical s it is
institutional. A successful maintenance project requires
changing fundamental attitudes of the host goverrment, and on
convincing the government on the importance of mzintenance, and
on the need for allocating scarce funds to provicde for
recurring maintenance costs. Past experience has shown that it
is helpful if not absolutely necessary for the lerge donors to
combine forces in motivating the required policy reform by the
recipient governments.

The World Bank, as part of their Sixth Highway lcan now under
implementation, is providing a maintenance adviscr to the
Tanzania MOC for 36 months with the objective of improving the
road maintenance organization of all of Tanzania's roads.
Another objective is to encourage the MOC to carry out
maintenance through private contractors rather ttan by force
account (i.e., the MOC's personnel). The USAID rrogram would
be complementary to the World Bank's program.

The USAID project would focus on the Tanzam highway, and would
provide maintenance equipment (graders, etc.), technical
assistance to the private construction industry znd the MOC,
and on the job training under the supervision of a U.S.
contractor carrying out maintenance.

Cost: $20 million
N.C. Capacity increase: good
Cost reduction: large

B/C ration: 1.3
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4. Rail and roads management assistance

The railroads in the region have been operating at a financial
loss for many years. Some of the losses can be attributed of
course, to the insurgency which destroyed locomotives and
rolling stock, and caused a significant decline in traffic on
several of the traditional corridors. Equally important,
however, is the loss resulting from poor and inefficient
operating practices including tariffs that do not cover costs.

Considerable technical assistance is alreadv being provided
such as under USAID's Regional Rail Systems Support Project to
Swaziland. Much, however, there is still a great need for
further technical and other assistance to the railroads in the
region, The technical assistance would be in the areas of
management of finances (analysis of alternative tariff
structures, determining best sources of financing, cash
forecasting, etc.), the management of the institution (
improving working relationships, communications with government
officials, staffing requirements, organization of marketing,
etc.), the management of operations ( locomotive and wagon
utilization, defining communications requirements, maintenance
requirements and schedules, training needs, etc.), and
transport economics (financial viability, effect of road/rail
competition, optimum equipment replacement policies, etc.).

Other assistance could be provided in many areas such as
setting up information systems focussing tracking of cars by
providing hardware, software, and training; and improving
accounting operations by providing the necessary computer
systems and training. The cost is estimated at about

$21 million beginning in FY 1991. There is a total need for
about $30 million additional for which other donors funding
will be sought.

Cost: $21 million
Capacity increase: significant
Cost reduction: large

B/C ratio: very high
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he Zambi i f Tanzam Highway

The Zambia side of the Tanzam highway between new Kapiri Mposhi
and Nakonda on the Tanzanian border was built over 15 years ago,
and carries a heavy volume of traffic. Recent counts show the
flow to be about 430 vehicles per day of which 240 are heavy
vehicles. Many of the heavy vehicles, in the past, have been
overloaded and have seriously damaged the road's surface. And,
even though efforts are being made to ensure that vehicles
comply with the load limits set by the weigh bridges at Kapiri
and Nakonde, the damage because of overloading to the road is
continuing. Neglect of maintenance is also an important factor
in contributing to the rough condition of the road. And, even
if weight control eventually becomes effective, the Jdamage to
the road is at this time so serious that catch-up maintenance
efforts cannot restore the road to satisfactory condition.

Partial rehabilitation work has been carried out over the
past. However, due to lack of funds it has not been possible
to keep up with the deterioration. Providing funds for
rehabilitating the road would yield a high return.

Improvement of the road can be expected to reduce vehicle
operating costs by about 20%. Average vehicle operating costs
on the road before improvement is about $0.20 per kilometer for
light vehicles and $1.50 for heavy vehicles. Thus, the savings
per kilometer due to the improvement will be .20 x $0.20 = $.04
for light vehicles, and about $0.30 per kilometer for heavy
vehicles.

Based on a 365 day year, the annual savings per kilometer will
be:

365 x ($.04 x 190 + $.30 x 241) = $29,163.5

The net present value of these savings discounted at 12% and
over a twenty year time span is about $220,000; and this is
well above the investment cost of $186,000 per kiloma2ter for
the rehabilitation. Thus, this project can be consijered
economically feasible.

Cost: $52.5 million
Capacity increase: negligible
Cost reduction: good

B/C ratio: good
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6. Technical Assistance for SATCC

This project provides technical assistance to the SATCC in
Maputo for the strategic planning of transport, and for the
development at a transportation information data bank. From
its inception in 1981 SATCC has, of necessity because of the
enormous workload, ocused on the day to day and on the
identification and implementation of projects to improve the
transport corridors.

As recommended in the recently completed study commissioned by
the SATCC Committee of Ministers in May 1987, "Final Report the
study of the Organization, Management and staffing of the
SATCC, D.A. Anderson and D.C. Mulaisho, Maputo, June 1988", it
is time for SATCC to address the more strategic issues of
transport development in the region.

These issues include the planning of a balanced transport
development program, the achieving of coordinated actions for
improved efficiency in regional transport operations, and the
monitoring and assessment of the impact of SATCC programs
towards meeting SADCC objectives. And ready access to reliable
and timely region-wide data is essential to achieve this.

SATCC has no information center, and needs staff, hardware and
software, and facilities to establish one. The AID technical
assistance would provide full time staff with expertise in
computer system management and the collection and processing of
transportation related date, hardware and software, and the
physical facilities for the information center.

Cost: $2 million
Capacity Increase: large
Efficiency Increase: large

Z/C ratio: high
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7. Twenty new logomotives and spares for Mozambique

The existing Mozambique Railways fleet consists of cld General
Motors locomotives operating at a low level of efficiency
because of the poor tracks, insurgency which though diminishing
is still a factor interfering with operations, lack of vital
spare parts, materials, and equipment, and lack of skilled
manpower.

Earlier USAID and projects by other donors have identified
these weaknesses, and have started implementing projects to
increase productivity by rehabilitating workshops, by supplying
essential spares, equipment and tools, and by improving in many
other ways the ability to maintain and refurbish locomotives.

It is estimated that the USAID projects alone will increase the
locomotive availability of the CFM(S) and CFM{(C) fron the
present level of 58 percent to 75 percent, and that there is no
need for new locomotives over the short term. Once the
corridors to the ports of Maputo and Beira are in full use,
however, there will be a need for additional locomotives to
replace those that are worn out by that time, and to
accommodate the increased levels of traffic.This project would
provide twenty new locomotives with their spares starting in
1994.

Cost: $60 million
Capacity Increase: Substantial
Cost Reduction: Substantial

B/C ratio: moderate (approximately 1.2)
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Transport Proiect Description

8. Regional Roads and Bridges Inspection _and Inventory

The distances in the regions are large, and the regional roads
and bridges network is extensive. Some of the road sections and
bridges are in heavy use, on others traffic is only light. And
some of the road sections and bridges need more intensive
maintenance, and or in need of rehabilitation or
re-construction than others. There is however, at this time, no
formal inventory of the condition of the network and of the
use. Thus, it is not possible to set priorities for maintaining
the regional network. And, without priorities, it is not
possible to conserve the scarce funds for maintenance and
rehabilitation.

This project would assist the SADCC countries in setting up an
inventory of their regional road and bridge network. This
inventory would include the condition (age, roughness, adequacy
of drainage, etc.) of each rcad section and bridge, the amount
of traffic carried by the road section or bridge, the
composition of the traffic, and the distribution of axle load
weights.

The project would also provide assistance with applying modern
and proven tools, such as the World Bank's Highway Design Model
to set the priorities for maintenance and rehabilitation, and
to determine the most cost effective combination of maintenance
and design standard for each section of the network.

Technical assistance consisting of civil engineers, transport
economists, and computer information systems dealing with
transportation would be provided to the Ministries of
Transport, Public Works, and other organizations involved in
road and bridge maintenance and rehabilitation.

The assistance would also include commodities such automatic
traffic counters, weigh bridges, pavement strength measuring
instruments, and micro-computers.

The cost of the project is estimated at about $5 million
starting in 1995, although earlier implementation. The impact
on increasing the capacity ¢f the network would modest, but the
improved scheduling of maintenance attacking the highest
priority sections first would be substantial. The B/C ratio of
the project is expected to be large, though it is not possible
to present an approximate value at this time.

Cost: $5 million
Capacity Increase: modest
Cost Reduction: large

B/C ratio: large
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9. Trucks and spares for container deliveries from the port

The project shall provide the regional ports of Mozambique with
self loading trucks and trailers to deliver containers directly
to customers from the port and to transport LCL containers
between port and container depot outside the port.

At present import containers arriving in the port of Maputo,
Beira and Nacala wait for the consignees to come and pick up
their cargo stored in the container. Usually a consignee has
no means of handling the container at his own premis=as. He
therefore breaks the container and loads the content on to his
own truck, which is usually small, and can take only part of
the container load. As a consequence the container will remain
in the port sometimes for 60 days and more. Also, the stuffing
and stripping of the container inside the port spread the cargo
over large areas and adds to port congestion.

The objective of this project is to form an independent
organization that services the road hauler, freight forwarder,
and other container operators, and that picks up and delivers
full door to door containers to the customers.

At present the container terminal in Maputo works only 20-25%
of capacity but with the expected improvement in rail service
and the subsequent larger volume of containerized cargo the
need for an efficient container haulage by truck may come
quickly.

The initial need will be 12 sets of self loading trucks with
trailers. The capacity of truck and trailer shall be 22 tons
each. A maintenance and spare part fund shall be included to
guarantee spare part availability for three years.

Benefits of Proiject
The main benefits from the project are:

- increased utilization of containers
- less inventory cost
- saving on container storage area

If the present lay-time of the door to door and LCL containers
is 45 days and the proposed service could reduce it to 15 days,
the non-productive time for container and cargo will;1l be
reduced by 30 days.

The company in Maputo will have 60% of the assets. Lifetinme of
truck - trailer set assumed to be 6 years replacement cost
US$240,000 per year maintenance and other operating cost
US$430,000.
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Indices of Per Capita Food Production
1976, 1980 and 1985 (1976-78 = 100)

oun 1976 1580 1985
Angola 105 92 75
Malawi 99 99 98
Mozambique 96 99 84
Tanzania 100 96 95
Zambia 109 84 92
Zimbabwe 102 B3 95

Source: USDA, World Indices of Agricultural and Food
Production, 1976-85

N.B. Data not given for BLS countries.
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TABLE B
SADCC Countrieg: Cereals Consumption, 1987

Country Country Per Capita
Characteristics Consumption of
Cereals (KG)

Angola Low income, focd deficit country. 72
Civil disturbances, inadequate port,
rail and road.

Botswana Land-locked country, drought prone. 175
Agric. production only in the east
and southeast. BAll imports through
South Africa.

Lesotho Land-locked, low income, food deficit
country. All imports through South
Africa.
Malawi Land-locked country. Importer 69

and exporter of grain, mainly
through Dar es Salaam. Donor grain
swaps overland.

Mozambique Low income, foed @mficit country. 69
Affected by civil strife and guerillas
lack of fuel afll gspares.

Swaziland Land-locaked country. Good road network, 180
imports through Seouth Afrdca.

Tanzania Low income country. Cereals surplus 136
in the south and southwest, deficit§
in the northwest. Serious distribution
difficulties.

Zambia Land locked country. Low income, 158
: - food deficit. Imports through Dar
@s Salaam. Poor reads and connections.

Zimbabwe Land-locked country. Exporter and 174
importer of grain through Mozambique
and South Africa and by rcad to fcod
deficit neighbors.
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TOTAL PROJECTED DEMAND FOR TRAINED AGRICULTURAL PERSONNEL
YEAR 2000 TN SADCC BY TRATNING LEVEL AND COUNTRY

Country Ph.D M.Sc. B.Sc. Diploma & Certificate Total
Botswana 19 56 158 336 559
Lesotho 38 114 324 666 1142
Malawi 229 687 1959 4036 6910
Mozambique 184 552 1565 3222 5522
Swaziland 12 37 105 214 370
Tanzania 699 2098 6096 12594 21487
Zambia 180 541 1496 3068 5286
Zimbabwe 135 406 1151 2368 4061
Total 1497 4492 12853 26496 45337

Source: FAO § SACCAR
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TRADE

Matrix of Trade Development Options

and Their Fossible Relation to

Frototype Trade Regimes in Southern Africa

Trade Development
Options

BARTER AND COUNTER
TRADE

BILATERAL TRADE
AGREEMENTS

REGIONAL TRADE
ARRANGEMENTS

REST OF WORLD TARIFF,
TRADE PREFERENCES
FOR REGIONS,
COUNTRY GROUFINGS

DONOR FROJECT
FROCUREMENT
REDIRECTION

Frototype Trade Regimes in Sotthern fAfrica

Severe
Anti-

E:port
bias

Moder ate
Anti-
Export

Eias

Q

Weak

Anti-
Export

Hias

Q

Meutral »

to Maid
Fro-
E:port
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Trade Development Frototype Trade Regimes in Southern Africa
Options = —ooo e e e e —
Type 1 Type 2 Type 3 Type 4
Severe Moderate Weal: Neutral/
Anti- Anti - Anti- to Mild
Export Export Export Fro-
Bi as Eias Bias Export
EXPORT LICENSING
REDUCTION/
ELIMINATIDN - + + 0O
REHABILITATION
FOR EXPORT SECTORS + + 0O 0
FPRIORITY ADMINISTRATIVE )
ACCESS TOQ IMPORTS + + O -
PUTY DRAWBRACK SCHEMES + + + +
EXPORT SURSIDIES 0 + + 0O
EXFORT FROCESSING
JONES/BONDED
WAREHOUSES - Q + +
FOREIGN EXCHANGE
RETENTION SCHEMES + + O -
CROSS-SURSIDIES O + + Q
EXFORT TARGETING .. - O + +
LIRECT EXPORT
SUBRSIDIES - + + O
COMPETITIVE LAEOK
COSTS + + + +
FROVISION OF
INFRASTRUCTURE Q + + +
INDUSTRIAL ESTATES ) + + +
GOVERNMENT INSTITU-
TIONAL EXPORT
FROMOTION O Q + +

ACTIVITIES

EXFORY TRAINING ¥]

4]



Trade Development
Options

GOVERNMENT EXFORT
EXPEDITING
AGENCIES

ACCESS 70 DOMESTIC
WORKING CAPITAL

SHORT-TERM EXPORT
CREDIT AND
INSURANCE

MEDIUM AND LONGEKR
TERM SUFFLIERS'
CREDIT

TRAVEL AND CONSULT-
ING ALLOWANCES

CAFITAL TRANSFERS

PROMOTIDON OF PRIMARY
FRODUCT EXFORTS

PROMOTION OF EXPORT
FROCESSING
INDUSTKIES

ACCEFTING MULTI-
NATIONAL CORFOR-

I11-A-3

Frototype Trade Regimes in Southern Africa

. b e S k. ——— — — ———— o —m h — ———— — ——— A R e —— — —

Severe
Anti-—-

Export
Bias

o

Q

ATIONS AND FOREIGN

INVESTMENT

TRADING COMPANIES

AND FOREIGN BUYERS -

Moderate
Anti-
Export

Bias

Q

Q

Weak

Anti-
Expo-t

Hias

Neutral /
to Mild
Pro-
Export

0O
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key to Frototype Trade Regimes:

Type 1: Severe Anti-—-Export Bias -— Heavily administered
economy , sEvere foreign exchange rate
overvaluation

Type 2: Moderate Anti-Export Bias -- Moderately

Type

Type

Key to Symbols:

O

Wi n

administered economy, moderate foreign exchange
rate overvaluation

J: Weak Anti-Export Rias -— Few areas of direct
administrative control, beginnings of indirect
control of economic aggregates, small Fforeign
exchange rate overvaluation

4: Neutral/to Mild Pro-Export —-—- Predominance of
indirect controls in economy, market-clearing
foreign exchange rate, may be slightly undervalued

neutral impact for type of trade regime
positive impact for type of trade reqgime
negative impact for type of trade regime
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TRADE

Initial Description of Trade Development Options
fAivailable to Southern African Countries

Measures to Stimulate Exports

There is a broad range of measures often applied in efforts
to stimul ate export activity and otherwise affect trade. These
are not mutually exclusive, some are broad and contain elements
of other measures more narrowly proscribed, Mor is there an
absolute order in which such measures should be applied, i1f a
nation wanted successively to adopt trade measures, followed
later by additional or alternative measures to further promote
export activity and encoprage trade development. However, there
may well be categories of measures most appropriate to particular
trade reqimes. The following list provides a trief description
of incentive measures.?®

A separate Matrin of Trade Development Options malkes a
crude, initial effort to "order"” these incentives relative to the
various conditions of trade regimes in Southern Africa. This
gives a rough indication of which incentives may be appropriate
for individual countries under particular trade regimes. It 1s
also possible to see a possible “progression" through varicus
trade development measures as countries change trade regimes

* This list draws among octher sources from: Doneld
R.Keesing, Trade Folicy +for_ Developing Countries, World Fanl

Staff ¥Working Paper No., 353 (Washington D.C.: World Rank, August,
1979).




I1I1-B-2

through macroeconomic reform efforts (or retrogress to more
restrictive trade regimes by back-sliding or abandoning reform
efforts).

BEARTER AND COUNTER TRADE -~ Ferhaps the "crudest" version of trade
stimulation, barter deals prompte direct exchange of goods
(particular exports in retwn for specified imports) between
countries without any financial payment and excluding third
parties. Counter-purchase agreements involve export sales
stipulating that payment is to be made partly or fully in
commodities and is to be settled over a specified time.

BILATERAL TRADE AGREEMENTS -~ Usually are associated with
bilateral clearing arrangements and stipulate non-binding
expressions of intent to erchange a pre-determined range of
products up to a specified overall value. Such agreements
are usually multi-year while on & vearly basis the two
countries establish a "book account" to keep track of trade
in mutually agreed products to be exchanged. A swing credit
limit is also established which sets the maximum amount by
which the clearing account can be imbalanced, often beyond
which the agreement stipulates clearing in convertible
currency.®

REGIONAL. TRADE ARRANGEMENTS - Groupings of countries with
regional proximity and/or common interests can develop
common trade stimuli  among members while erecting uniform
barriers to trade with outsiders. This is supposed to
promote diversion of trade away from outsiders to the
benefit of member countries. It is also supposed to

stimulate specialization and exploitation of comparative
advantage within the grouping of countries, widen markets
and promote efficiency through economies of scale.

REST OF WORLD TARIFF, TRADE FPREFERENCES FOR REGIONS, COUNTRY
GROUFINGS - At the broadest level such preferences for
Hdeveloping countries already exist under several schemes,
including the Lome Conventions and the Generalized System of
Freferences. Under tome Conventions, both a trade and aid
arrangement between the EEC and 64 African, Caribbean and
Pacific (ACF) states (including 45 African states) there is
guaranteed duty-free entry into the EEC for some
commodities produced by the ACF, aid programs, promotion of
EEC investment in ACF countries and a stabilization of
export earnings scheme {(Stabex) to cover losses of earnings

2 For a discussion of barter and counter trade issues, see:
Chr. Michelsen Institute, SADCC_ Intra-Regignal Trade Study,
Appendix Il: "A EHRackground on  Some Counter—-Trade Issues”
{Gaborone, Botswana: SADCC Secretariat, January, 1986) pp. 117-
124,
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caused by a drop 1in prices or production of the main ACPF
agricul tural exports, The Generalized System of
Preferences, started i1n 1968 and subscribed to by some 20
developed countries, provides duty-free treatment of a
broad range of developing country products. Jnder the U.S.
GSF program there 1i1s duty-free treatment of some 3,000
products from 140 developing countries an3d territories
{although such items constitute only appro-imately 3% of
total U.S. imports).= Other more fotused preferential
arrangements exist, for example the Caribbean Basin
Initiative of the U.S,

For groupings of countries with special concerns among
the rest of the world, it 1is feasible to consider seeking
ACCELERATED FREFERENCES for trade stimulation. Thus, the
Front Line States, organized as SADCC. might seek
additional trade advantages among industr:al countries
opposed to apartheid in South Africa. This must be done on
a regional basis, but offers promise 1in captwing some of
the "grodwill" support for black majority-ruled countries in
Southern Africa facing South Africa.

DONDR FROJECT FROCUREMENT REDIRECTION - Among the many hundreds
of miliions of US dollars worth of project assistance to
Africa, there are many project inputs which could be
procured in Africa rather than from the conor or other
"rest of world” sources. Active efforts to redirect some of
the procurement, where appropriate products are produced 1n
African States, can stimulate foreign exchange earnings. AN
example of such a program is the Zimbabwe Export Fromotion
Frogramme program to help local suppliers and manufacturers
sell their goods and services to donor projects being
carried out in Zimbabwe and neighboring countries, Another
related example 15 the Swedish International Development
Authority 's efforts to compile a Directory of Development
Consul tants to stimulate regional procurement of consultancy
services for SIDA funded programs in Southern Africa
{especially SADCC).

EXPORT LICENSING REDUCTION/ELIMINATION - Typical of administered
economies and a colonial heritage are various restrictions
on exports, generally categorized as export licensing.
Governments seek to restrict and/or control exports of
particular {or in extreme cases all) products for a variety

¥ For a brief discussion of the U.,S. Generalized System of
Preferences, see: U.5. Agency for International Development,
Bureau for Frogram and Policy Coordination, A.l1.D., FFolicy Papers
Trade Development, Annex C: ERackground Information on the U.S.
Generalized GSystem of Preferences Frogram (GSF)" {(Washington
D.C.: A.1.D., July,1984) pp. Z0-21.
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of reasons. These include protection of adequate domestic

stocks (especially for foodstuffs), quality control,
exercise of responsibility wunder multi-country commodity
agreements, etc. Often export licensing/control is
excessive, way beyond any controls mandated by commodity
agreements or protection of export guality. Reductions of
such licensing can contribute to reducing an anti-export
bias.

REHAEILITATION FOR EXFORT SECTORS — Among African economies there

is a prevalence of deteriorated infrastructure and
production facilities associated with once more productive
and active export products. War or internal instability,

economic decline, and severe forms of administered economic
programs under cases of structuwral imbalance contribute to
once buoyant export production deteriorating, becoming
inefficient and high—-cost. There 18 room for donor
rehabilitation projects to target as a high priority sectors
or products in agriculture, processing and/or manufacturing
which could regain efficiency and earn foreign exchange
through exports.

FRIDRITY ADMINISTRATIVE ACCESS TO IMPORTS =~ Typical of

puTy

administered economies is import licensing through complex
administrative allocations of scarce foreign exchange
fwithin overvalued exchange rate situations). Gften there is
an anti-export bias within the import licensing system,
either due to the importance of historical shares in

continuing alloccation or the relative financial
attractiveness of domestic preoduction behind protective
barriers. One of the first areas where governmentes seel to

reduce the anti-export bias and stimulate more exports is
priority provision of access to i1mported inputs for export
production, This wsually provides producers with their
direct imported input requirements for export production; it
is very inefficient in providing for imported inputs to
indirect production geing into export products or for
assuring an adegquate supply of imported inputs for the
domestic portion of an export producer ‘s ocutput.

DRAWBACK SCHEMES — (One hindrance to export production can
be tariffs and other taxes levied on imported inputs
required to produce exports. Given the highly competitive

world market and the common practice among countries of
duty—free access to imported inputs together with rebates on
all indirect taxes, a severe anti-export bias is present
where such tares ‘must be paid by export producers. While a
moderate hindrance to exports based on local raw materials,

it is a prohibitive constraint on “"footloose" export
products which can be produced/assembled in a broad range of
countries. Intense competition means that priority in

location of production/assembly operations goes to  the
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countries with the most competitive financial paciages, i.e.
the 1least anti-export bias, A= countries attempt to
diversify exports into commodity processing and light
manufacturing, they are at first essentially providing cheap

production capacity, which must be of goiod quality,
efficient, and with competitive provision of all the
necessary imported and domestic inputs, Lacking such a

package, exports cannot be competitive on world markets,

EXFORT SURSIDIES - Administrative complications in operating
duty drawback schemes sometimes lead to a less direct means
of rebating indirect taxes. This takes the form of a
subsidy, usually ad_ valorem, which is based on some
estimate of the average indirect tax on a product. This can
be construed by trading partners as an outright subsidy
rather than a rebate of indirect taxes paid and 1t is often
difficult to substantiate the legitimacy of the subsidy
rates being paid. Variations on such an approach could
include provision of certificates to exporters with which
they can pay taxes, less likely to trigger retaliation.
Another variation focuses on domestic subsidization of
intermediate input preoduction, attempting to hold down input
costs to exporters while at the same time extencing domestic
import substitution. This is dangerous since it is costly
and often still penalizes export producers through lim: ted
access to inferior substitutes for imported inputs.

EXFORT FROCESSING ZONES/RONDED WAREHOUSES - A cleaner
administrative solution to avoiding taxation of exports is
sometimes accomplished through physical segregation of
export production facilities. Where producers exclusively
or predominately produce for export markets, processing
zones can be created which serve effectively to allow duty

and indirect tax-free importation and production.
Alternatively in some cases bonded warehousss can allow
export producers access to duty +ree imports, Typically

processing zones only function well for "footlooze" assembly
and processing activities, but here the 2zones function to
reduce administration and hindrances to efficient
production for external markets. Lack of trust, enforcement
and/or inadequate penalties for violation of rules often
mean that developing country governments are hesitant to
free—up direct controls and move to these solutions even in
cases where they are appropriate.

FOREIGN EXCHANGE RETENTION SCHEMES - Inherently associated with
exchange controls and administered import svstems, one
stimulus to exports is often a provision allowing producers
to retain a share of the net foreign exchange earnings from
exports. Typically this "extra" foreign exchange has less
stringent controls on its use, perhaps involving automatic
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import licensing for categories of allowable goods. In less
controlled trade regimes such retained foreign exchange may
be used for invisibles such as foreign travel, management
consulting setvices, market development.

CROSS-SUERSIDIES - In controlled trade regimes using protection,
import licensing and exchange restrictions, government has
the power to cross-—subsidize exports by granting privileges
and thereby higher profits on domestic production,
Frotection of domestic market profitability at high levels
can be used to make export activity privately profitable to
producers. Administered prices and control on competition
for domestic producers complement the tools from the trade
regime in allowing government to subsidize export activity
at the expense of the domestic market, This can be
dangerous since it saddles the domestic economy with high
cost goods, contradicts the need to make domestic inputs
cost-competitive, and unless temporary makes the home market
more lucrative than the export market. In one sense cross-—
subsidies may only neutralize the anti-export bias inherent
in the controlled trade regime.

EXFORT TARBETING - This is a stronger, more selective version of
cross—subsidization., Where governments can identify areas
of efficient potential erport opportunity, a package of
conditions may be put together to stimulate producers to
become competitive in these emerging areas of comparative
advantage. Use of many of the tools described here can
provide favored treatment to exporters, thus effectively
neutralizing any anti-export bias and probably going further

to provide selective pro-export encour agement anrd
subsidization. ‘Again extreme caution must be exercised so
that the wrong emerging export sectors are not selected
which never mature into efficient producers no longer

needing subsidies. Also it is often very much a second-best
solution to changes in the exchange rate and a dismantling
of the direct administrative controls which cause an anti-
export bias in the first place.

DIRECT EXFORT SUBSIDIES - One version of export targeting may
involve direct financial subsidies to promising export
sectors. This may be used in trade regimes moving away from
exchange overvaluation and direct ctontrols, since a
dismantling of controls and reduction of overvaluation
removes many of the tools government could use to provide
"privileges" to selected exporters, These subsidies are
=till second-best to reformed and liberalized trade regimes.
But they have been used effectively to nurture "infant”
activity in exporting and te help firme along the learning
curve towards 1mproved eftficiency. Objections by trading
partners and threate of retaliation likely 1limit the wide-
spread uwse of this approach and require removal once the
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export sector gains some size and visibility 1n renetrating
foreign markets,

COMFETITIVE LABOR COSTS - The harsh reality of international
trade is an abundance of energetic, skilled, low-cost labor
in many countries emerging as export forces in world
markets. This sets a standard which cannot be ignored with
impunity by other developing (and developed) countries in
their trade development strategies. Formal sector policies
to raise wages and well-being through social welfare
benefits may be self-defeating on a national scale 1+¢
compensation is excessive for worker productivity and world
levels of compensation. 5Such well-meaning <social programs,
cften focused on urban and organiced workere, come often at
the expense of unorganized and rural groups whopse
compensation is lowered by cross—group subsidies and
deflated overall growth rates. Always a sensitive area, 1t
nevertheless must be recognized that government policies
related to labor and compensation have a great deal to do in
making export production more or less competitive with world
levels of production cost,

FROVISION OF INFRASTRUCTURE - Many types of infrastructure are
social in nature and emanate from government development
efforts. These 1nclude transportation, communication,
education, utilities, and public administrative services.

It is possible to prioritize development and enbancement of
such 1nfrastructure with requirements of e>porters coming
ahead of other groups in society. Also 1t 15 possible to
accelerate the provision of such services to exporters and
assure that they receive services equal to that provided in
cther tompeting nations.

INDUSTRIAL ESTATES - A more active provision of infrastructure
can move across the 1line to also provide facilities which
otherwise would have to be provided by the producers
directly. Thus, industrial parke with installed access
roads, floor space, utilities and other amenities can be
provided at subsidized cost to accelerate export activity
and subsidize 1ts 1nmitial development. While a feasible
incentive for any type of production entzrprise, this
concept can and often is focused on priority o3lectives live
export enhancement.

GOVERMMENT INSTITUTIONAL EXFORT FROMOTION ACTIVITIEIS - A common
instinct of governments 1s to organice and fund official
export promotion. agencies which of fer assistance to
exporters in marketing and non-price considerations. Such
activities usually include information spurces,  trade
inquiries, trade shows and cother forms of promotion, and
market research. 0Often such activates are 1nappropriately
timed and inadequate to the promotion required, coming
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amidst severe anti-export bias. In more favorable trade
regimes the business sector is likely to pursue the types of
promotion activates reguired on its own. It is mid-way into
trade liberalization when such institutional activities may
be wvaluable as the anti-export bias is weakened and
financial opportunities for the first time are favorable in
the export sector, long ignored by producers seeking higher
returns in the protected home markets.

EXFORT TRAINING ~ Often but not always a part of export
promotion, training managers and producers in  the skills of
exporting can be & valuable contribution to increased
awareness and eftfectiveness in penetrating foreign markets.
This not only includes foreign marketing and the financial
details of foreign orders, but egually important the ability
to cater to foreign standards and design criteria.

GOVERNMENT EXPORT EXPEDITING AGENCIES - @Guite distinct from the
usual export promotion activities governments instinctively
adopt (with considerable pressure from U.N. agencies), there
is a reole for a one—stop, proactive agency to champion the
needs and stimulation of exporters. Governments intent upon
strengthening export production could do a great deal to
reduce the administrative burden of laws and regulations, I1f
an agency with real strength can facilitate decision-making
and clearance for exporters, it can be a very valuable
stimulus to euports and can signal a true dedication of
government to get out of the way of export activity to the
greatest extent possible. However, thie 1is a difficult
assignment for an agency, since it must encroach upon the
administrative territory of many other government agencies
and seek priority favorable +treatment for exporters as a
privileged group.

ACCESS 7O DOMESTIC WORFING CAFITAL - Operating balances during
production, prior to shipment, can be a constraint on any
producer, including exporters., The provision of liberal or
accelerated credit at this stage of production for export

can facilitate export activity, This can be especially
attractive i+ the terms for operating balance credit are
more liberal to exporters than to other producers. This is

anocther way in which government can help tip the balance in
favor of exports.

SHORT-TERM EXFORT CREDIT AND INSURANMCE - An export credit agency
can be a strong incentive helping foreign buyers purchacse
exports. It is also increasingly important az  the practice
becomes more widespread, so that countries not providing
such a facility place their producers at a disadvantage.
While usuwally subsidized, such agencies are regulated by an
international code an allowable interest rates and
practices: the EBerne Union.
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MEDIUM AND LONGER TERM SUFFLIERS' CREDIT - An advanced form of
export credit may come 1n the form of an Export-Import Bank,
offering & broader range of services, longer terms, and
larger backing for credirt provision. Often this 1is most
appropriate for heavy 1industrial gocds where long-term
payback periods are necessary.

TRAVEL AND CONSULTING ALLOWANCES - Essential to learning
international marlets and remaining competitive is frequent
travel and consultation. This includes export producers and
marketing staff visiting foreign markets as well as foreign
customers and experts visiting the production facilities.
Exchange controls often severely hamper this activity even

when other export incentives are being offered, thus
severely limiting the effectiveness of the broader incentive
environment being offered. One way to provide some

discipline and also flexibility 1in such invisibles is to
allow exporters to use their retained foreign exchange for
such purposes or for imports of allowable inputs.

CAFITAL TRANSFERS - At more advanced stages of export activity
and foreign market penetration, 1t becomes important {or
large producers and/or trading houses to establish abroad:
subsidiaries, offices, branches and perhaps jmnt ventures.
Such connections abroad become criticsl to penetrating
markets, staying cwrent on changing tastes and product
standards, and increasing export orders. Exchange
restrictions create a climate where qgovernmert fears such
foreign connections, =i1nce transfer pricing, under- and
over—-invoicing and other tactics cam be uszed tc move capital
against government restrictions. As the trade regime 1s
liberalized and freed of direct controls, there 1is less
danger of such practices while there 1s greater need for
zuch arrangements to support 1ncreasingly sophisticated
export activities.

FROMOTION OF FRIMARY PRODUCT EXPORTS - Often the f111 potential
for preduction and export of commodities, both agricultural
and mineral, is not achieved because of large scale
economies and externalities. Adequate 1ncen:ives are an
absclute prerequisite, including favorable primary sector
procurement prices, e:xchange rates, and taxes. Eut general
infrastructure: including transpeortation, mar keting,
supporting utitities and inputs, and e:tension activities,
must be efficient and properly priced. This often falls
upon government either to provide directly or to promote
through adequate 1incentives to private sector producers.
Long gestation periods and large investments may mean
government has to he active in infrastructure provision.
And vet <sound financial arrangements and eventual cost
recovery are essential in most cases, since massive
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subsidies in this area cause government fiscal deficits and
macroeconomic disequilibrium which itself hinders export
activity.

FROMOTION OF EXFORT FROCESSING INDUSTRIES - This is typically an
initial area where countries attempt to increase value added
by deepening the domestic handliing of a primary product
before it is exported. Sometimes 'such processing is 1labor
intensive and hardly more than extensions of agriculture.
Other times it is capital intensive and technically complex.
But in almost all cases there is a financial inducement to
such processing in the country of primary product origin
stemming from transport cost protection, i.e. the cost
savings of reducing weight/bulk relative to  value. Often
governments provide excessive subsidy/encouragement to such
activity in the belief that it is a key to
industrialization. In restrictive trade regimes general
conditions may mean that such activity is premature and only
feasible with excessive subsidy, which can be a continuing
drain on resources unless the economy moves toward a freer
trade environment. With adequate supply of primary
products, where comparative advantage typically lies, and
moves towards a freer +trade regime, such processing will
naturally become feasible and lucrative. Selective
encouragement by govermnment at the right stages of reform
can increase the benefits from such processing for export.

ACCEFTING MULTI-NATIONAL CORFORATIONS AND FOREIGN INVESTMENT-
Although most pertinent to more sophisticated types of
manufacturing, foreign investment often 1is associated with

plantation crops, minerals, and some consumer goods.
. Despite the lively debate about exploitation by MNC's and
widespread controls on their activities 1in developing

nations, there 1is a role for properly controlled foreign
irvestment in trade development. The presence of major world
produc ers of products in a nation introduces production and
management techniques, access to capital and marketing
facilities, and possible stimulation of domestic
comparative advantage. Basic reform of administered trade
regimes 1s often necessary before foreign investment will
enter an economy. P

TRADING COMFANIES AND FOREIGN BUYERS - Many labor intensive
consumer goods and simpler, standardized producer goods are
produced by locally owned enterprises among a number of
develeoping nations. Trade in these products is largely
organized by major foreign buyers and trading companies.
Such entitiez play & crucial role in entering export
markets for such gonds. Favorable treatment of these trade
facilitators can open new markets and promote rapid gains in
production of basic manufactuwred goods.



ANNEX IV

AN OVERVIEW OF SADCC

The Southern African Development Coordination Conference
{SADCC) was established at a meeting between the heads of
government of nine southern African countries (Angola,
Botswana, Lesotho, Malawi, Mozambique, Swaziland, Tanzania,
Zambia and Zimbabwe) in Lusaka in April 1%80. The Lusaka
Declaration which created SADCC also extended an invitation to
international institutions and countries outside southern
Africa to cooperate in implementing specific projects and
programs for the development of the SADCC member states and the
reduction of their economic dependence, particularly on the
Republic of South Africa.

The members of SADCC, taken collectively, are a significant
economic group, with over 70 million people and a conbined GDP
of about $19 billion. The region is well endowed with
important natural resources, with gold and minerals comprising
80% of the export value of the region. Individually, however,
most of their economies are not strong, being dependent on
outside markets and transport, and with significant differences
in population, geographic size, per capita income and resource
endowment. GDP per capita (1986) varies from $160 in Malawi to
$840 in Botswana. Most SADCC countries are heavily dependent
on agriculture and the export of one or two basic commodities
and are, therefore, extremely susceptible to fluctuations in
world market commodity prices and the vagaries of weather and
natural disasters. Only two countries, Zimbabwe and Swaziland,
have significant manufacturing sectors. Four - Angola,
Botswana, Zambia and Zimbabwe - have significant mining sectors
which earn substantial foreign exchange.

External assistance, in terms of net ODA receipts for the SADCC
countries as a group, averaged $41 per capita in 1986, although
there were significant differences on a country-to-country
basis, ranging from $11 per capita in the case of Angola to $92
per capita for Botswana. Net ODA receipts as a perceant of GNP
ranged from less than 2% in Angola and 4% in Swazilani, to 17%
in Malawi and 31% in Zambia.

Formation of SAD

The initiative to create SADCC developed from the political
cooperation of the "Front Line States" {(Angola, Botswana,
Mozambique, Tanzania and Zambia) in supporting independence for
Zimbabwe and Namibia and the abolition of apartheid in South
Africa. The objective of majority rule in all of Sou-:hern
Africa, however, was combined with a strong awareness of the
continuing economic dependence of the independent Souihern
African states on the Republic of South Africa. With
independence and majority rule in Zimbabwe in 1980, the Front
Line States focused their attention on the political issues of
Namibia and apartheid and the economic position of the
independent states vis-a-vis South Africa.
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In the late 1970s, South Africa had sought to create a
"Constellation of Southern African States”, or "CONSAS", as an
economic grouping centered on South Africa, at least partly to
strengthen the political process of establishing "independent
homelands" within South Africa, and to draw a number of the
independent Southern Africa states into a closer economic
relationship. By having both internationally recognized
independent countries and the new *"independent homelands* as
members, a CONSAS could also have improved the prospects for
wider international recognition of the homelands. The
independent Southern African states, however, in accordance
with their own strong beliefs and the generally accepted
position of the international community, refused to recognize
the legitimacy of the "independence"™ being granted to former
*Bantustans". Furthermore, they became more convinced of the
need to strengthen their own economic position as a means of
resisting the pressures from South Africa.

Botswana, Lesotho and Swaziland were particularly vulnerable to
pressures to jeoin a CONSAS due to their close economic links
with South Africa and their participation with South Africa in
the Southern African Customs Union and, in the case of Lesotho
and Swaziland, the Rand Monetary Area. Among these three
countries, Botswana was in the best position to act
independently, and the then President of Botswana, Sir Seretse
Khama, played the leading role in organizing a conference of
Southern African countries at Arusha in Tanzania in 1979.

It was at the Arusha conference that the objective of the
Southern African States that were to form SADCC were further
developed, and the basis laid for the Lusaka Declaration a year
later, following the establishment of majority rule in Zimbabwe.

The joint declaration that the nine Heads of Government issued
in Zusa%a on 1lst April, 1980 created the basis for the
establicshment of SADCC and set out four principal objectives:

- a reduction in economic dependence, particularly, but
not only, on South Africa;

— the forging of links to create a genuine and egquitable
regional integration;

- the mobilization of resources to promote the
implementation of national, interstate and regional
policies; and

—— concerted action to secure international cooperation
within the framework of SADCC's strategy for economic
liberation.

The Lusaka Declaration also identified particular economic
sectors for cooperation with emphasis on transport and
communications, which was seen as critical to the objectives of
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reducing dependence on South Africa, and indicated the
intention to establish a Southern Africa Transport and
Communications Commission.

The Declaration, in addition, invited international bodies and
states outside Southern Africa to cooperate in implementing
specific programs, and proposed an annual conference to review
results, evaluate performance, identify strengths and
weaknesses, and agree on future plans.

The decision at Lusaka formed the basis of a "Programme of
Action" for SADCC, which identified certain priorities, and the
time frame within which to undertake preparatory work in
selected areas of activity. Importantly, it allocated
responsibility for individual sectors, on behalf of SADCZ, to
specific member countries. This "Programme of Action™ has
subsequently been expanded and made more specific by various
decisions of SADCC's Council of Ministers and meetings of the
Summit, comprised of the Heads of State of member countries.

QOrganizational Structure

In establishing SADCC, member states were conscious of
previous, unsuccessful attempts at regional cooperation and
integration in Eastern and Southern Africa, and of the
advantages of the flexible arrangements for political
cooperation among the Front Line States. They decided, as a
result, to establish a relatively informal and flexible
association, with only a small secretariat having limited
authority. Individual member states were to undertake the
preparation and implementation of sectoral programs angd
projects determined by consensus, with the costs of the member
country's sectoral coordinating unit underwritten by the member
state itself.

The more formal elements of the new organization's structure
were created by a Memorandum of Understanding approved by SADCC
Heads of State or Government at a meeting in Harare, Zimbabwe,
in July 1981, These are known as the SADCC “institutions®”, and
are:

- the Summit, consisting of Heads of State and
Government of all member states, meeting annually, and
responsible for the "general direction and control of
the functions of SADCC and the achievement of its
objectives”;

- the Council of Ministers of all member states, nmeeting

two or three times per year, and responsible to the
Summit for overall policy and the coordination and
supervision of SADCC's activities, and for the
approval of projects to be included in the "Programme
of Action®;
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- the anding Commi f Officials, consisting of the
permanent secretaries (or equivalents) of the
Ministers on the Council, and performing collectively
for the Council the functions a permanent secretary
normally performs for his Minister, including the
processing of budget and project proposals for Council
approval; these ocfficials or members of their staff
are also normally the designated SADCC “gcontagt
points” in their countries;

- the Secretariat, which is the executive arm of the
organization, and which is headed by an Executive
Secretary, who is the principal advisor to the Council
of Ministers; and

- Sectoral Commissions, which may bhe created by the
Summit and established by an international convention
ratified by the member states; to date, only the
Southern Africa Transport and Communications
Commission (SATCC) and, more recently, the Southern
Africa Center for Cooperation in Agricultural Research
{SACCAR) have been established as separate commissions.

In addition to these "institutions", which are recognized as
entities distinct from the member states, Lhere are:

- the annual Consultative Conference, as envisaged in
the Lusaka Declaration, which is held each year with

SADCC's international cooperating partners (the SADCC
term for donor countries and institutions); and

- a number of Sectoral Committeesg, Coordinating Unitgs,
and Sectoral Coordinators, which have been set up for
the various designated sectors {(other than those for
which Commissions have been established). For each of
these sectors there is a "Coordinating Unit" headed by
a Sector Coordinator. Each Coordinating Unit is part
of the national administration of the member
government with coordinating responsibility for that
sector. It reports to a Sectoral Committee of
Minigters and supporting committees of officials,
these committees being made up of representatives of
each member state. Each Sectoral Committee of
Ministers reports to the SADCC Council of Ministers.

In practice, the coordinating units fulfill the same functions
for other sectors as do the sectoral commissions for
transport/communications and for agricultural research. They
differ from the commissions, however, in that they are funded
by the government with coordinating responsibility for the
sector concerned, rather than by assessments on member states,
and do not have a separate legal status.
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SADCC itself is not established by treaty or convention, but,
as already noted, by a somewhat less formal Memorandum of
Understanding. Its Chairman is elected for a renewable term of
three years. The President of Botswana has been Chairman since
the inception of SADCC. The Chairmen of both the Council of
Ministers and the Standing Committee of Officials come from the
same country as the President holding the Chairmanship of the
Summit.

The small Secretariat is based in Gaborone, Botswanz. There is
also a Liaison Committee in London, under the direction of the
High Commissioner for Botswana, as well as similar liaison
committees of ambassadors of SADCC member states, either
established or in the process of being organized, ir New York,
Washington, Brussels, Stockholm and other centers. For
historical reasons, however, the London Committee has been the
most active.

The Secretariat, which was established in its present form
under the full-time Executive Secretary in 1983, is intended to
provide a linkage to maintain coherence and program consistency
among the component parts of SADCC. 1Its principal
responsibilities are to service meetings of the Summit, the
Council of Ministers, the Standing Committee, and the annual
Consultative Conference; to coordinate, liaise with, and
support the sector coordinating units in member states; and to
share with the Chairman of the Council of Ministers the role of
presenting SADCC policies and needs to the international
community. The latter task is undertaken with the support of
the sectoral coordinators, and with the cooperation of
diplomatic representatives of SADCC member states.

The Secretariat has also been allocated more of a program role
in certain sectors or areas of activity where work might not
otherwise be undertaken, as well as some responsibility for
monitoring overall sectoral performance. In addition,
responsibilities related to economic planning and analysis,
including the preparation of reqgional macroeconomic surveys,
have been added more recently.

In its coordination activity, the Secretariat works :-losely
with the sector coordinators, who meet together regularly under
their Secretariat's chairmanship to review the general progress
of various components of the Programme of Action, to discuss
financing and technical cooperation arrangements, and (in the
case of the Nordic countries and the Commission of tie European
Communities) to conduct programming discussions with
international cooperating partners.

SADCC's decentralized system of organization is intenaded, jinter
alia, to keep overhead costs to a minimum. The centrcal
Secretariat, for example, consists of six professionil
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officers and advisors. This design is also intended to provide
for maximum involvement of member governments in both program
preparation and implementation.

Sector Responsibilities

SADCC covers a number of sectors or sub-sectors for which a
regional approach is to be undertaken, and for which individual
member states have been designated to assume responsibility on
behalf of SADCC. These sectoral responsibilities, as of
mid-1987, are:

Angola enerqgy;

Botswana agricultural research (SACCAR), livestock
production and animal disease control;

Lesotho s0il and water conservation and land
utilization, and tourism;

Malawi fisheries, wildlife and forestry;

Mozambique transport and communications (SATCC);

Swaziland manpower ;

Tanzania industry and trade

Zambia mining

Zimbabwe food security

In the case of transport and communications, the Southern
Africa Transport and Communication (SATCC) was created by a
formal Convention approved by the Harare Summit in 1981, and
subsequently ratified by member states. The Commission has its
own Committee of Ministers, Coordinating Committee (of
officials) and Secretariat {the SATCC Technical Unit), and is
based in Maputo, Mozambique.

More recently, in 1985, the Southern Africa Center for
Cooperation in Agricultural Research {SACCAR) was established
under a separate Memorandum of Understanding, and is based in
Gaborone, Botswana, SACCAR operates under the general
supervision of the Consultative Technical Committee for
Agricultural Research (CTC/AR), which includes the heads of
agricultural research in each country and is in turn
responsible to the Sectoral Committee of Ministers of 7
Agriculture, SACCAR is intended to act in a coordinating role
for intra-regional activities and as a documentation center for
regional and, ultimately, national agricultural research
activities. Individual regional programs are the
responsibility of a Research Coordinator and designated
executing agency or agencies for the particular commodity, with
a Coordinating Committee for the commodity under SACCAR's
chairmanship.

There is a general organizational pattérn in all the sectors,
including those covered by SATCC and SACCAR. On a day-to-day
basis, sector work is the responsibility of the
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sectoral coordinator, who heads a small secretariat known as
the technical or coordinating unit. The coordinator is
normally a senior civil servant working closely with his
Ministers and permanent secretary, who in turn chair
Ministerial and official-level sectoral committees. The
coordinating unit's technical capacity may be reinforced by
aid-funded experts. The work is supervised by the sectoral
Committee of Ministers, who meet periodically, and who are
served by the sectoral Committee of Officials, whick normally
meets more frequently and whose members also serve as the
contact point for that sector in their respective ccuntries.
In some cases, there are also sub-sectoral technical committees
to appraise projects for inclusion in the Programme of Action.

The government with coordinating responsibility for a
particular sector is responsible for the consultation process,
the provision of staff and office space, and the financing of
the costs involved (except in the case of SATCC and SACCAR,
which have their own secretariats and where costs are intended
to be met by annual contributions from all member governments
or by cooperating partners).

The sectoral coordinator and the coordinating unit are located
in the appropriate ministry of the responsible government
(except for SATCC and SACCAR). They have responsibility for
undertaking the actual liaison and consultation with both the
member states and SADCC's international cooperating partners,
as well as providing leadership and technical servicas to
advance the sector program. They convene and servica the
sectoral committees and are expected to organize sectoral
consultative meetings with the cooperating partners ias
required. They are also expected tc prepare sector strategy
papers; initiate and guide project identification, appraisal
and design (in consultation with the countries where projects
are located); assist in identifying sources of financing
and--on request--may provide technical support to the country
in which a project is located for negotiations on project
financing or other tasks.

Actual procedures in the various sectors differ somewvhat, but
generally follow a common pattern, including:

a) preparation of a regional sector strategy paper by the
coordinating unit, discussion of the paper with other
SADCC members through the sectoral committees, and
final approval of the paper by the Council of
Ministers;

b) identification of projects by the sectoral
coordinating unit or by the country or countries
directly concerned;
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c) appraisal of proposed projects by the coordinating
unit (and, in some sectors, by technical committees),
50 as to ascertain that the project is consistent with
the objectives, strategy and criteria for the
particular SADCC sector;

d) review of projects that pass the initial appraisal
stage by the sectoral committee of officials, with a
screened list then being submitted to the sectoral
committee of Ministers; and

e) a finéllécreening and approval by the SADCC Council of
Ministers (with subsequent endorsement by the Summit).

Project approval by the Council of Ministers constitutes
acceptance of the project into the SADCC Program of Action and
authority for the sector coordinator and the country (or
countries) where the project is to be located to seek external
financing, either at the annual Consultative Conferences or by
other contacts.

Once a project reaches the implementation stage, it is the
government of the country or countries where the project is to
be located that has the responsibility for negotiating
financing and that enters into loan and other agreements and
undertakes implementation. In some cases, however, as noted .
above, the sectoral coordinating unit may provide assistance in
this process—--as in the transport and communications sector,
where SATCC has a more formal institutional identity and has
been given a fairly broad role in coordinating efforts to
improve transport and communications links among SADCC
countries, and in the energy sector.

DOC-SADCC {PC)
0502a (VS)
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Table 1. Basic intiraicrs
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Takle 2, Growth of Production
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Tatle 3. Structure of production
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Developeent Indicators for Southern Africa
Table 4, Growth of consusgtion and investaent

_________________________________________________________________________

Gereral governaent Private Bross
consumption tonsuaption, etc, dosestic inveztaent

_________________________________________________________________________________________________________

Suetnern &frican Countries

Xaiawi .87 32 43 -0t 7.0 -1.9
Mozaebique v -11.9 . =52 . -22.8
Tenzania i -1.0¢ 4,6 1.0 b.2 1.8
laabia 2.1 =33 0.1 0.5 -3.8 -7.1
[igbakwe F .4 b ¢ -2 0.% -4,7
Briswang 12.0 12,8 ¢ 9.2 .24 21.0 -b.9 ¢
tesntho 12,3 “ 8.6 . 17,3 -
Swzziland
;1“’._]513 e X ra X - v
Seuth Africa
South Rfrica .9 7 N 1.5 L0 -8.2
{ouvtry arpups
Low-incpag economies 5.7 . L J. 8w J.h W 7.4 n 13.2 w
Chine anc indie ] b1 w Low 6.2 w §.im 14,9 «
Other low-income 4,1 m .74 29w 2.7 w L. 04w
Migsle-incoae eCONORies 7.9w 1.8 w 8.5 w 2.0 w 8.9 2.3
Lower middle-incoae B.7 »w Liw 0 m 24w .24 o
Upper eiddle-incone T.hw 1.& w 69w 1,9 w 57w ~1.5
Developing econtaies Tiw LW 57w 25w B.iw 2.Aw
Dil exporters 1.l LA 7w 1,5 11,3 “Liw
Exporters of sarufaziures E.0 W Liw 5.9 w LI B.Ew B.O v
Highly indebted countries 7.0 w D.hw bk 1.7 . 8.4 w 5.0 .
Sub-taharan Africa Bl o» “iow 49w 0.7 w EEm “9,In
Righ-income 0i) exporters _— ' " ' 16,7 w o
Industrizi earket econzmies 2.6 » 9w 4.0 n tw Jiw AN ]

o e e AR R o A e e o e o B B A ke - e kL - v B e = e T o

3. Beneral governsent consusptior figures are not available separately; they are included
in private censueption, etc,. # Figures for years other than those specified.
Ertracted from; The World Bark'c World Levelopsent Feport (98
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Developaent Indicators for Southern Africa
Tabie 5. Structyre of desand

.................................................................................................................................

Distribution of gross dosestic proouct {percent)
fxports of goods
and nonfactor

Beneral
governaent Private

consusption  consuapticn,ete,  investaent

e mAmE s a— ke =L~ Teem e mELiTrmam FeRALIEEAEmAER A mea i AEmETEAALEE Enmw e EEEETtALEEE EemamEm— = =w &

———————————— ————

Spcthern &érican Countriet

Nalzai 15 18 B4 I 14
Baisellque .’ 15 . 84 .
Tarzania 10 ] 74 6 1<
laatia 13 Vi L 42 iy
Tinbabwe 134 19 o5 &2 H
Botswana 24 e B0 74 ¢
Lesothe 18 3= 199 143 1
Swgziland

kagria - . o o .

Scuth Atrics

Sputn Africa il I (¥4 1 Py
fountrv broups
LOW-1NC0BE BCORORIES iw 13w T 2w X
thina ant Intia 2w 120 eae 3Tw D
Dther lom-income 10w 12w MMa O I
Kiddle-incose eConoaies 11 = 2w 5w B w DL
Lower aigdle-1rizee s 13w 3w 8%w 17
Upser #iddie-incone e 13w e alw
Developing econpmies e 13w 6Bwe 81w 2
01} esporters W e % M B L
. Erporters of panuiaciures Baw 12w 85w 0w B
Highly indehted countries 0w 11w 67a 67w 2
Su:-Saharen Arica tle 3w Mw MHw f
High-incoae oil experiers Sw ‘e e L. 20
Industrial sarket economses 5w 1Tw  $lw 2w 2

10

17
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Resource
balance
1955 {964
-14 -2
e -1
1 -§
15 -2
b "
-19 -t
-1 -112
0 1o
B ) EPENN
-in - n
3w -fF
0w .
-1 a L.
ls 2
-l a
2w 1)
-ty i
Iw o
In s
I .
0w ¢w

they are inclusies In private censesption, et(.,

a. Beperal governsent consusption figures are not avarlabie separately;
t Fiqures for years other thar those specified,
Extracted from: The Norld Bank’< World Developaent Report 1983



Deveiopaent Indicetors for Southera Africa
Table &, Structure of consusptipn

.....................................................................................................................................

Foud Gross rents, Transport Other tonsuaption
----------------- tuel angd power and e
Cereals Clothing ---------m-ome- coasunication Dther
and and Fuel and Nedical  —mmeemmeeeocemeaes consuaer
Total tebers  tootwear  Total pawer care  FEducation Total |Motor cars Total durables
Zputhern African Countries
Malawi 3 . 2B 5 12 ? 3 4 ! 2z 15 3
Kozasbigue ‘e ' . v v “ v . v . o
Tanrapia 62 30 12 8 3 f 5 2 0 10 3
laabia Y 13 7 10 2 3 é 2 ¢ 21 2
Iimbabwe 43 9 i} 13 5 0 g b i 13 -
Hgtzuana 35 13 8 13 3 L] 9 g 2 2 ?
LEEDtnD L) L) L L) L L L) LI g LR} e LN
Swazilangd
Aﬁgﬁ]a i X ) I e Iy X} " o 'Y e
Scuth Africa
sauth Afflca F L] » e LR L) L] L] or [N ] 4. e

....................................................................................................................................

E-tracted froa: The Morld Hank'c World Developaent Report 198B



Development Indicators for Southern Afrira
Table 7. Agriculture and food

....................................................................................................................................

Value added
in agriculture
iay}lions of

current dollars)

Cereal 1mports
{thousangs pi
setric tone}

198

Food aid
in cereals
ithousands of

eelric tons)

1974/75

1585/86

iradble lard}

——e mm e ——

Fertilizer consusplicn
{huntreds of griss
of plaat nutriest
per hectare of

fiverage
injer of

production
per cap:la
(1979-8)=tui
1984-8s

e o e L L e kA e R e R = e R R R e o e R e e

1970
Scuthern Africar [ourtries
¥alam 119
No:ashique o
Tanzanma 473
losbia b 9
11sbabme 214
botswana t 28
Lesotho 23
Swazitang
dngoia -
South Africa
South Africa 1,382
{ountry Broups
Low-income econcaies 74,755
Chire ent Inoia 55,043
Dther low-intoae 19,710
N;cdie-incone economies 37,10
Lower migdie-1ncome 28,320
LIEr migddie-incoee 9,39
leveloping econoaies 120,400
Dil exporters 2O
Expprters of sanuiaciures 72,270
Highly indebted countries 27,500
Sub-Saharar dfrjca 15,509
High-income oil exporters 34
ingustrial sarket eccnomies  B7,750

Lol o e I T S B S

- e e

404
1,508
2,367

i

S

45
It

3,207

202,825
147,977
54, B0
255,490
H 1
143,380
456,310
112,53
218,070
107,670
b 530

43!
$3

21
"

149

17

21,897
12,724
9,173
4,911
£5, 001
28,310
$5,908
15,572
79,2
13,455
3,93
1,327

45,494

L}
f4d

b
14

t 18,038
t 7,457
1 10,581
t 72,108
t 27,525
b 44,584
t 90147
¢ 3910
t 3,852
t 20,208
t 8,736
vo1,347
t 50,855

o e P e e R T rE e e e
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< un
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c. Value added o agrrcedture deta refer o

a. Fverage for 1949-71, 0. Velue added in agriculture datq are at purchaser
net dosestic product at factor cost. 4. Includes Luxesbourp,
Extracted from: The World Bank's Worid Developaent Report 1988

values,



bevelopsent Indicators for Seulhern Africa
Table 8. Structure of manufacturing

Yalue addefl - e e e e e
in sanufacturing Textiies fiachinery and
{millions of Food and and transport
current doilars) agriculture clothing equipaent Chesicals fther a
1970 1985 1970 1985 1970 1985 1970 1995 1970 1985 1970 1985
Scuthern Aérican Countries
Halawi . 126 =l "y 7 138 3 2.t 10 it v 20 % s
Mo:zambique . o a1 “ 13 . 5 . 3 e 28 "
Tanzania 118 393 36 28 28 26 ] 8 4 7 2% k3|
lembia b 181 51 49 4H § 13 5 9 14 9 7 Kol
limbabwe 293 1,314 24 2 16 té § i0 i1 9 4 X
Hpiewzng b 5 9 o 52 v L. 12 v, N SN LI ot
Lesotho 3 b v 12 2 ¢ 20 s 0 6c £ 0 £3 ¢ &I
Swaziiand
Angela . s " o o . o " e o i
South Africa
South Africa 3,914 11,09 15 1é 13 7 1 15 10 12 &5 15
Coantry Groups
Low-iNCOEE BCONCRI RS 40,890 t 145,75 t
{hina and India 35,750 b 130,700 ¢
Other iow-1ncome 3,140 t 15,050 t
Middle-income econcsies $4,310 t 158,300 ¢
Lowe” ajddie-incone 15,790 t 65,760 1t *
Upper niddle-incose 48,920 ¢ 273,088 ¢t
De-eloging econceies 105,200t 504,050 ¢t
011 exporters 1o, 10 t 114,150 ¢
Eepevtore of manpfactures 43,780 t 089,200 t
Kighly indebted countries 38,730 t 184,920 ¢
Sub-Gstzran Africa 310t 19,130 ¢t
High-intome 211 exporiers 00t .
Tndustrral sarket ercnpajes 598,270 12,012,850 ¢

e B L e o e e e b L ) R e B T e e R e R A S A . e T e 2 e L A B =

includes unaliocable data; see the technical notes. b, Value added in sanufacturing data are at purchaser values, c¢. World
lank estimate, #Figures for years cther tham those specified.
xtracted from: The ¥orld Bank's #orlg Developsent Report 1988



Developeent Indarators for Southern Africa
Tatie 9. Manufacturing earnings and output

........................................................................................................................................

-------------------------------------------- Total earnings as percentage Gross ostput per eaployee
Growth rates Index (1980=100 of value added 1960=100)

1970-60  1980-85 1983 1984 1983 1870 1983 1984 1983 1§70 1983 1984 195

........................................................................................................................................

Southern African Countries

Nalam . ‘e 105 ‘e .. 1 18 . . i §t .-

Mozaeb;que . . . . o 29 - . . . . . -
Tanzanii e -14.3 8 53 1) §2 35 ki) H 120 7 8 "
laabia -3.2 -2.1 9% % 3 3 2% % F{] 10 " 9 103
{1ababwe 1.4 3.4 106 ii4 82 3] 1] L1 1] 9¢ L) L 1
Botswana 104 -42 80 a1 o . W ow .. . 2 88 .
Lesotho . . 112 . . . 1] 48 48 . 110 137 121

Cmarilen:
Angola e ‘e . .. . .. . . . . .- .

South Africa

Scuth Aéria 2.7¢ 1.3 108 109 106 4 52 0 50 56 9 % ¥
§ Fyqures for years other than Yhose specified,
Extracted free; The World Bank's Norid Developaent Report 1968



Development Indicatore for Southern Africa
Tahle 10, {oeeercial enerqy

Energy conscaption

Average annuzl energy
grewth rate (percent)

per tepita
(kilograes of

o1] equivatent}

Energy imports
35 a percentage of
serchandise erporis

1945-80 1980-86 1965-80 1960-84 1965 1986 1963 1986
Southern African Countries
Kalawi 18.2 5.0 8.0 ~0.7 s 43 ) B
Moz aabigue 19.8 -30.1 2.2 1.4 B 84 12 -
Tanzania 1.3 2.5 L7 2.0 3 ] 10 9
lasbia 25,7 1.0 4.0 -0.4 454 381 b 12
Iinkztue -0.7 -0,% 5.2 0.4 44 517 7 I
Ertewars 8.8 2.7 9.5 2.2 181 430 . .
Lesatho . . “ . . ‘e
Swaziland
fingola 19.9 12.1 5.3 2.7 114 202 2 ‘e
South Africa
South Africa Sl b5 4.3 3.9 1,744 2,470 ¢ 5 0
Country Broups
Lon-1ncoee econpeies 91w .4 w .2 w Sibw 13t w 4 0w in 9 n
Chira snd Indis 3.1 m b6 w 8.8 w 5.8 w 146 w 39 » in tn
Dther low-jrgass 9.0 w 2.9 29w 38w A g6 w T« 17w
Migdie-income econoales 9w 30w bbw 28w 187 » 883 w Bu 2w
Lewer atddle-inione 106w 2.8 m 7.00w 41w 179 w 346 » Ew 12
Upper siddle-income K] J.0» B, N 2.4 u E27 w1527 w 9 12w
Developing econoaies AN §.0w 12w 9w 2952 0w e w B How
Gil evgorters 0w 13w “T.hw 1.9 n 29 w 808w Sw 5w
Exporters of sanufactures SN ] 57w 7.8 w 43w 46w Sa7 W B ilw
Highly indebted countries Low 19w £.3w ] 20 w 764w b~ 0w
Sub-Eataran Africa 153w -1.0 w RN 23w b2 w 193 w 7w B
High-incose 01l exporiers b4 -10,7 7.7 . 50w 145w 33 w e .
Inoustryal parket etonomies YN 1.9 w Low Gdw 3,745 w 4,952 w How 13w
Nonreporiing nonsesbers b w 29w 440 29w 2,509 w 4,552 u . .

Extracted 4roa: The World Rank's World Developsent Report (988
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Levelopeers I-dicators for Soolhern &iriaa
Yeble 1'. Trnwln ot serchandive traoe

Erirage anbual rosih rive
Merchandise trade tpesient?
{willions of oaliars} o e e s Terws of trade
--------------- S frporte taporte fu
Eaports T R i e R i
L 193 1%e4-BO  (962-Ea  i%ef-pd TIRM-NA 1384 5Es
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fisnanus i PR L3 3.7 -l o

Argeiz 1 P . .

SR

Stale Mrice ¢ LI AN 3.4 ~3.4 a4 -8l
Country Braups

Low-itiDaF e(ercsies 1,208 25,754 Liw 5.5 7. e

Chi~y 2i0d Indiz dh,it 0t L iS5 5.3 i %

Lrrmr [ La-1trngp 17,927 1 MENE LTI [ t.bwm HAR =Y,

Figdle-inIDRe ECORIRIEY hES N I8G,858 2 Il d.hw bl w -3.§

Lower erddig-incone 84,177 ¢t 85,947 ¢ 6.7 » 24 5.. 4 -2.4

bpper sigdie-ingoee PRSI AR L I 1.7 5. 7. -

Develaring economies 05,384 0t &5V IS5 ¢ SR ] i i t,5

L11 Erporiers £4,567 ¢ 20,483 ¢« G0 u H 2.1 L
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Cevelopaent indicators for Scuthern Ririca
Tahie 12, Structure of eerchandise exports

.........................................................................................

Fuels, Other Nachinery
ainerals, primary and transport Other tTextiles anc
and setals consodlties eguipaent sanufactures clothing) a

1965 1986 - i9el ~19BE - - ARSI - 1986 o {Tal - 19BE - 1985 1985

Southern African Countries

Malaw: 0. 4 9% B4 0 B ! It 0 .
Mozasbioue 14 . 94 o 0 . 2 o ! .
Tanzama 4 4 g2 79 0 3 13 4 0 .
lasbia 97 %4 3 | il { a 2 L] .
Timbabue 24 23 KN &t £ 3 23 3 b .
Boctewana b .o v o - ‘e o e ' ‘e o
Lesotrs b . v v . ' ' . . . .
Swazilandg
Anopla - 4 . T4 . ! o 7 . 0 v
Scuth Africa
Scuth Africa b 24 11 11 2 3 3 o9 36 i
Count-y Broups
Low-incone economies 17w 15w 5w 2w Is MW  Ww 4w o .
China 2nd India Bw 12x v i 2w w i ow 2w . .
Otner igm-incoae A 2w 6% w 47 n 0w Zw 12w 21w Sw 7w
Eiddle-income economies ow i LI 2w b 1w 15 How Sw 13
Lemer widdie-incone 9w o L™ A 1w Iw T K] Zw
Upper mrdgie-income 39w Ziw o e w A ] 19w 19« Bw b w 11w
Developing ezonpeies 27w 2w o 22w Iw 14w 1t w T ou Y
01l exporters 58 w 12 T w 12w In i £ W Iw o
Ezporters pf sanufactu-es t ] Bw Sw 14w "tow o i w How 15w 7w
Highly indebled countr:ez Jw I 3w Jiw Tow 1w B Yl Iw .
Sub-Faharan Africa KA ] 46w Bw W » 1w i T 10w 0w .
High-income oil exporters 98w B8 1w Iw in iw Iw Bw -
Ingustrial market economies Y Bw Zw in 2w 42 x L1 | 7w (X 4 n

2. Tertiles and ciothing 15 a subgroup of cther manufactures, b, Figures are for the South African Custoss Union cosprising
Stuth Ririca, Namibia, Lesotho, Rotswana, and Swaziland: trade between the component ter-itories is excluded.
extracted fros: The dorld bank s World Developsent Report 1988
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Development Indicators for Scuthern Africa

Table 13,

Structure cf serchandise isports

............................................................................................................................

........................................................................................

o m e T AL A R R e e e e e e R R AT % e A o e Y e o R R = e R e W R .

Southern Atrican Countries

Halam
Nozaabique
Tanzania
lasbra
YL

roizezna b
Lesotho 2
faz2yisnd

Angola

South #ir:ca
South Africa a

{ountry Broups
Loy o898 econpmies
thira @50 India
Other lom-incoee
Miodie-2rCaez ezGnCaies
Lzwg~ sidgle-incoae
dzcer siddle-incose
le.giniiry errromles
iy Exporters
Exportiers of sanudartures
Wighly 1rdezted countries
Sub-Sakaran Africa
bigt-inecae eil erporters
Industrial sarket economies

18

L]

—
—
i % R & " ¥ &8 B =

Fuels

1965 1984
5 7
B .
. H 3
10 12
B b
yd
< 0
. bw
v iw
bw 11K ]
8 It u
T i1y
Ba LR
e ow
tw .
Tw N
7w 1w
bw Tw
e R
i 12w

Other
prisary
cosaodities
193 1984

h 3

7 "
o 2

3 1

b ?

2 .
13 q
. o N

. bw

im 4w
1% a Tw

b 5w
2w Gv
o s

LI Jau
iiw Ca
it s

i lu

Ju lu
9 1w

Bachinery
and iransport Other
equipsent sanufactores
1545 1986 1945 1986
i H 57 0
N . L} .

L3 L>] 2

3 o @ 43

p! .- b1} .

42 3 k¥ 50

e 0w ‘e L1 Y
. N ‘o N
Fy N ] 20 Wy k! 2]
by B ] A ATl ] Uy
e U W W
Fo i ] 2w = o
Fa 2 b u L3I
Hoe i e e
ey 30 N LY g ]
A Be b ) B
3. e S Q2w
2w He 4. Sw
19w D 3l T

B L D et R T L e e R L R Rl bt L R

a, Figures sre tor the South 2frican Lusteas Union coeprisirg South Africa, Nasibra, Lesotho, wctcedsa, ar: Seazilandg
trage cetusen Lhe cosponent territories is ercluded,

Drtractes Se23: The dorld Band ‘s World Developeer* Report 1S56R



Development indicators for Southern Africit
Table 14, Origin and destination of sanufactured exports

Nanufacturpd — ----rm=-cemmmmem oo e e oo e e e
exports Industrial Nonreporting
{sillions of sarket npnacaber High incose Developing
dollars) eCOTORI €5 econonies oil exporters econonies &
Origin 1945 1986 1945 1986 196% 198 1963 1984 1963 1988
Southern Rfrican Countries
¥:lawi 0 k4] 3 94 0 0 ¢ ¢ 97 b1 ¥
Noz ashique 3 . 2 2% 3 0 0 94 68 89 ¢
Tanzania 23 B 93 BL t 0 ¢ ] 114 7 17
Tankia 1 21 14 67 ¢ ] 0t 0 ¢ i) kY |
Tinbabwe 11é 1% 2 R ? ¢E { 0 # B 2
Botswana b v " o . e ‘ . . ‘e
Lesothe b ' . o v i . . . _— s
Swaziland
&ngola b . 3 o 0 “ ¢ . §7 ‘e
South Africa
South Africa b 43 7,122 b1 . ] “ 0 e b e
Country Groups
Low-incose econosies 2,420 t 32,765 t 56w 45w 9 u Iw 2 4w
China and India 1,850 t 27,97 t 55 M¥w e Su 2 In
Dther Jow-income T U 4,939 ¢ 56w bbw L iy 2w Bw
Mradie-1ncaes eCONORIes 5,475 t 180,631 ¢t 5w 40w w Tw 1w In HNw w
Lower sidgle-income T4t 23,33t I5 W Sow 10w g 6w bw b ow T
Upper mddiz-1ncoee 4,878 ¢ 181,217 ¢t v 80 w A En lw 3w 3ow Wow
Developing econczies 7.98¢ t 214,737 1t 7 St w 19w Tu ] In Tw v
(1} exppriers L J IO ST { Y iw . iw ‘e M ‘e
Teportzre of sanufactures 4,083 t 177,520 t L W Aw Bn 1w 2w M Wow
“1ghly indebted countries 1,318 t 2,115 t v o 20w 0w “ Bow ‘e
Sub-Saharan Africa bt 3,160 ow Mo iw ] Gw Gw 4w 51w
High-incose il exparters 115t L4498 ¢ 30w v o U . 45 ‘e
Troustrial warket economies 86,373 t),151,136 t 67w 74w ] i i 2w 0w 2

..............................................................................................................................

¢, Incigees unailocsbie data. b. Figures are for the Scuth #frican Custoas Union coaprising South Africa, Namibia,
iesotho, Botswara, and Sweziland; trade tetween the cosporent territories is exciuded. ¢, [Includes Luresbourg.

+ Figuree are for 1587, 1984 or 19BS.

Fotrarted froms The World Bank's World Developsent Report 193E



Developsent Indicators for Sovthern Africa
Table 15, Balsnce of paysents and reserves

........................................................................................................................................

Current External Receipts Ket direct
account tinancing of workers’ privats woss international reserves
halance requiresent reaittanges investaent  ceoommesomesmeseccciinooooo
in1llions of (a1llions of {mill:ons of {atllions of aillions of In sortns
dellars} dollars) dgollarsi dollars) dollars of et
------------------------------------------------------------------------ LovETage
) 1970 1986 1971 1984 1970 1982 1970 1984 1916 1985 1985
Southern African Countries
Halan 135} 57 2 g {6} a . . ] o n » 1
Rozanbigque e 1383} - {378 . 0 . . . . o
Tanzania {34} {S14) 13N 1533) . 5 . . &5 'Y 0.7
lanbia 108 1302 107 RY2Y; . o (37 . 33 n 0.8
Iinbabwe LN U a {13Ya (91 a o o - . 59 3 )
brtouang i31) 169 {37 48 . . & % 1,198 13
vizpthe i7 a %) 0 a {44} N a . .- | .. 8¢ 1.t
Swaz1land
Angola . . . . . ve . v . . .
Sauth Africa
South Africa U145 325 0253 31 . o 3 TYIEE T A o nl
Cointy broaps
Lew-1ncoee econoates 3,223 t 33.e0 L
Ching and Jrdia 5,003 t 26,898 t i
Otner low-:rcome 2,000 t 8,727 1 Ll
Niddle-incose egonomies 15,738 4126,040 t Il
Lower &:0f.e-InLoh? §,927 t 9,267 t e
Upper middle-income 10,811 t 87,877 ¢ T
Developing econosies B9 110,560 IG5
Bil exporters 1,085 t 32,780 ¢t i
frpp-tere of penofaziures 399 tTLINH wE
: Highly 1ndebted countries $,958 t 47,588 ¢ e
Sut-Sakera~ bérjca 2,020 t s, 707 ¢ b N
High-incoee 03] exporters 2,475 t 57,680 Pl
- Industrial mariet economies 7,858 410,99 t 5.

3. Morig Ba-u ectisates,
Extracted $ros: The Norld Eank's Norld Deveicreert Report 1988



Development Indicators for Southern Africa V-A-16
Table t4. Total external debt

Lorg-tera debt (millions of dollars} Total
---------------------------------- external
Use of INF credit Shor*-ters debt debt
Public and Private istdlions pf (mllions of tmillions of
putlicly guaranteed norquar anteed doliarsi dollars) doilars)
1970 1986 1970 1984 1870 1984 1979 1984 1970 1986
Southern Atrican Countries
Malawi 122 g10 ] 0 il 124 ‘e B0 o 1114
Ko:asbique . . . ‘e 0 0 o . . o
Tanzania 250 3,650 15 0 0 3 . 260 o 3,955
laabia 823 3,575 30 0 ¢ 825 . 900 o 5,300
Tiabatne 233 712 . 44 & bl . . 489 o 2,48
botswana 17 355 { 0 0 o k) . 35
Lesctha B 182 0 0 0 ] . i ‘e 16¢
Sweziland
fngola
South Africa
Seuth #rica 0 v ' ‘e 0 0 . e ‘e ‘e

E:tractzd from: The World Eank's Norld Developeent Report §988

v



Develoraert Indicators for Sculhern Africa
Table 17, Fiox of public and private external capital

S A e R R T e A . S A EA AR A A AR E R AR A EE TR AN——. A AR EET R R R e A AL A E et —E -

Dishurseaents Repaysent of principal Net fice @
(mlhicns of dollars) {sillions of dollars) ) {aillions of dellars)
Public ar¢ Private Public and Private Fublic and Private
publicly guaranteed nonguaranteed publicly guacanteed nonguarantezd publicly guaranteed monguasantesd

1970 1986 1870 1986 1878 1966 1970 1986 b} 1986 1976 fes:

e L e T P e e e N N R R A R R YR A AR AR RS AR LA R et AL AN E TR TR AN R T A R T T T A AT A S e m A .-

Souttern African Countries

Malani 40 115 ¢ ¢ 3 n 0 ¢ 37 4 & 0
HDIEIMD‘JE X a8 X} ] ar s s " (2] () (1) e
Tanzanta 84 185 . ‘e 10 3 . e L1 142 ..

lastya 5 ra] . ' 3% &9 . . b 1{1] .

lishabwe . 267 . v ¢ s v e % oé ‘e .t
Botsmana & 3 & & ¢ e a 4 N 14 9 ¢
tecoths 0 : ¢ 0 0 10 r ¢ o 12 0 ¢
Swazilang

Angoia

South Africa
South #frica - . . - . o e . . .

e T T L e T e R S e L T

2. Meturecesents jecs repayaents of principal say not equal aet flow, because of rounding.
gxtracted froe: The ¥orld Rank's Woprld Developaent Report 1989



Developsent Inditators for Southern Africa V-A-18
Table 38, Total external public and private debt and debt service ratios

.....................................................................................................................

Total long-tera debt Total interest Totel long-ters debt
gisbursed and outstanding paysents on service as percentage of:
--------------------------------- iong-tera debt  ------mommmmeme e oo
Millions of fis percentage {ai]lions of Expocts of goods
doilars of ENF dollars) BNP and services

- ————————— ————m———————— B ] O L L T T, ——————————

1970 1986 1970 {1388 1970 1984 1970 198¢ 1970 1986

Southern Atricsn Countries

Halami 122 910 43,2 78.8 4 36 2.3 9.4 7.8 40,
fiozashigue s . »e ' . e v . ‘a o
Tanzania 265 3,650 20,7 81.4 . o . . o .
lastia 857 1,575 7.5 G - . . e . .
11szabue . W " 35,2 . . . ‘e - ‘e
Botswana 17 355 21.2 3b.2 § 27 G,k 4.5 ¢.9 4,1
tesotho g 182 7.B 3.4 ¢ 4 0.7 2.5 2.7 4.2
Swaziland
Angola

Sapth Africe
South Africa o o - . .t . . o . .

o e A R L e o e e e e B i e L e = = 8k R kT e e R o =

Note: Pubizc ang private debt includes public, publicly gquararteed, and private nongua-antesd debt: data are showr
only when they are available for all categories.
Ixtrzcted froe: The World Benk's World Devel:zpeent keport 1988
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llevelopsent Indicators for Southern Africe V-A-19

Tesle 19, External public debt and debi service ratios

External publiic debt

celetanding and disbursed or erlernal
R putlic dett
Milhiers of s percentage of {mllions or
aallars KL dollars?
197 198: 197¢ 1984 170
Soutterr Aricen Courtries
falam 12 9l¢ 4.2 T8.b 4
No:aabque . e ‘e . o
Tanzama 2% 7,850 19.5 8.4 7
lashra $23 1,575 157 0.5 Vs
Tiehabwe 233 1,712 1.7 B | 5
Botswana 17 355 Py 4.2 0
(R3340 5 182 i.B BN |
Swaziiand
Argels
South Africa
South Africa . . ‘e . .
Tountry orovgs
Low-incoae economles v 121,208 t . 19,7 w T
Chira ang india e 19,108 t . 9.8 w . :
Other low-incoee TRt TILI00 0t ek w S4A i ] H
Niddle-income economies A 0eb t A2 t 12w 22w 129Vt N
Lowss @13d8-3pI 000 be e ¢ TATBAT Ot 150w 1S 48 13
Upper s1ddie-1ncone TAE 1 A0s 58 bt b e T m 3t
Develtpirs eisnomies ETASE Ot IR Ot 1lle TS w 17t
Dil exporters 10080 t 21,266 t $2.0w Xp B
Exporters of parcfactures 17,391 t 260,276 t . 2T . .
Highiy 1ngebted countries 17,520 L TEALAE Ot Gl w 5B w T ¢
Sut-Saharas deycp 3040t BLWO Ot 3.1 S7.4 ien d
Argr-incoae 01 exporters

Irduttrial sarket poorov e

Interect payapnts

1986

1988

Esports ¢
qoeds and sers

1976

PR

P

" € % W 5 =

e e e wm e
~ AR~y

[Ep—
-~ .

.8 w
0w
A
S.6m
S.bm
S.6n
LN Y
4.2 n
e
5.0

-
1.3 »

1.8

3.3
&4

7.6 n
9.8
19,7 =
22u-
1¢.] o
120w
12.4 &«
Lo

L I

it
-

i:

[

B Y]
4 L
. . .

"

A 9 ¢

—
L L . -
- .

ot -

L[5

Lebt service as percertege ¢4

54 2

stracted froa: Tre World Bank's Worid Developaent Feport 1988

ey



Fevelopsent Indicators for Soulhern Africa
Tatle 20, Terws of external public borrowing

...............................................................................................................................

Public loans wiih
variable interest

Coamiipents Pverapé interect Average Aver ape rates, &s a
{m1)ions of rate saturity grace period percentage of
dollars) (percent) Iygarsi {years} public debt

Sauthern Afrycan Cguntries

Malawi 14 118 3.8 3.2 il 27 b B 0.0 4.9
Wozunbique _ o . o ‘e . . . ‘e .
Tanzanis P7Ed4 196 t,2 1.0 9 1 ! 1] i.6 4]
lzphia 557 188 §7 L g 3t g 7 0.0 16.0
Tietalme . 200 . 55 . 18 . 4 0.0 78,48
Betiwing ] 4 0.8 b.8 i} 20 10 & ¢.0 104
Lezoihp 0 44 ter Lo CE o : 7 t,0 0,0
Twzriland

"ngoia

S=uth Afrita
Sputh Africa o - e ‘e ‘e . . ve .

Country aroups

LGw-inCooe BLONGR, £S P S LI/ ‘e Tl . o . L] . 1.7«
Chirz and Ind:a o HL958 Ot s 59« ‘s 18« . 5w o 18.6
[ther low-incoae 7,680 t 7,737 2a L7 K ow T £ n 02w 6.2 m

Micsie-1ncpag ela oRleS 9,278t 51,795 50w T.bow 17w it oW S Sn J.bm 5LI
Lewgr siddie-1ncone L9708 b 234 ¢ ATw T3 2w le = bW 'R, .76 e
trper midcle-income  C 5,29 t 28,104 ¢ T.lw  TEw it w 12 n iw L] Liw b4t

Develcping EConOeies 12,508 t 71,450 0t Nlw &G Zhow oW b o 223w Mg Bow
Tl oespreters 295 a6t bl B0 18w 14w I Jw 00 544
Txporters of smasufactures P T . 7.0 0w . 1w . Sw . B.iw
Frgviy indetted countries 4,781 % 18,382t bb W B0 w How oW Jn LI diw SR T
Sub-Izharar Rerig: 188G t 7,184 ¢ L7w S 26w ow Bw bn Sow S

High-income 0il exporters
Indusirial parket economies



Bevelopaent Indicators for Southera Africa
Table 21, OGifir1al developsent assistance: receipls

B R Tt e e b L T L Tty Sy S P Iy S PP U

s
Per tiprta percentage
Billions of dollars (dollars)  of GWP
1980 1981 1982 1983 1984 138 1985 198 198
Sopthern &frican Countries
Kalaw: 143 137 12 17 158 13 203 .8 17.9
Kozanbique 169 144 208 a 5 100 2 Fs ) 5.8
Tanzaria 879 703 484 594 558 487 81 9.5 13.2
lasbia 38 232 w7 a7 i 328 454 b 8 .2
Timbzhue 164 212 16 208 158 bat 225 LB 4.2
Bateweng 104 \1i 101 104 102 § 12 92.3 6.4
Lesctho 4 i 3 19 w 9 e 55.3 1.4
Swariland
Angclea 53 §1 b 75 %5 L7 13 H N -
Southk &riia
South Adrica . . . . . . - . -
Country Groups
LDW-inCoBE econcaies 12,082 t 11,390 1 B1,632 t $1.366 t 1,577 £ 03,023 t 16,059 t bl 2.4
China and Ind;a 2213 0t 23T Ot 2,06 t 2,10 t 2,408 t 2,887 t 39 t 11w b
Other low-1ncome 9,827 t 9,203 t 9,585 t £,956 t V085 b ). 5%k t 10,Bee ¢ 19.6 .om
Fiddle-inzpee eccnpaies 17,589 ¢ 13,519 t 11,046 t 1,712 t LE 006 ¢ 12,453 ¢ £3,95 ¢ L5 0%
Lower aiddie-income 15,589 ¢ 15,265 t 9,55 v S4a t HET Ot 9 5% 4 10,039 ¢ 14,5 Lo
Upper aiddle-incose 2,000 2 2,254 0t 1,889 t 2,246 t 2,179 t 3,7 Ot 3,367 ¢t T.im R
feveloping eronomies 25,030 Y 25,008 L 23,498 t 23,07R % IT.430 £ DT ET: t 29454 % B.t » tdw
Oi1 evporters 4,985 ¢ 4,718t 4,177 b 1,988 t MB350 t 807 4 4,437 1t B.lu i.ow
wApOriers pf azrupsastyres TA4T t TR2D p LIIE ¢ 30T ot 3.9 0t A5t 5,097t .7 0.5 »
Kizhly indebted countries 2,7 0t 2,753 0t 2,400t 36 bt 2,00 b LB ot L7t 3.0 m 0.4y
Sub-Sataran Africa 6 Ot BTt Te2 0t o, %4 Y 2,207 t 8,028 t 10,018 B.ow 4.2
Kigh=1nceae 0il exporters 46 t 5 t 80 1 59 ¢ i ¢t 2 1 Bt L ] 0.1
Industrial sarket econcaies . . . o e . - . .

.............................................................................................................................

Extractec fros: The Morid Rani ' World Developeent Beport 1968



Il

Development Ingicators for Scuthern Africa
Table 22. Central goversment expenditure

Housing, asenities;

Qther

..................................................................................................................................

Defense
1972 1986
Southern African Countries
Malawui b 3.1 6.0 ¢
Moz anbique v v
Tanzania 11.9 13.8 ¢
lashia b 6.0 o
Jimbahue e 19,2 +
Bodewarz b 0.0 6.4 ¢
Lesotho 0.0 & ¢
Swazrlang
Argol e " .
South Airica
South #frica v v
Country Broups
LON-1NCTRE ECORORIES ve o
[hina and Ind:s o
ther icW-incoee o 17,7 &n
Kidéie-income economies 13.8x 117 3u
LoWET LICOIE-INCOBE 16,1 w 15,8 tw
Upper smgdle-incone (3.0 10,3 #w
CE.E1D7377 ECOROMIEE 14,5w 12,7 #n
{11 exporters 15,8 11,2 #w
Expertzre of manpfactures ‘e 13,6 tw
s1ghly indebted countries 100w 5.7 4w
Sub-Sataran Africe “ .

High-1ncose o1] exporters . e
Industrial market economies 21,7 w Qo4 4

Education
1972 1988
13.8 1.0 ¢
17.3 FAVR |
19,0 j8.0 ¢

. 20,9
10.1 17.7 ¢
JOUE I I E

. 9.6 tw
$3.2w 11.2 #w
2.0 0w 140

F.hw 14,2 tx
125w 10,7 ¥w
139w 13,7 t

o .0 tw

15.8 w §0.3 #u
S.dwm AT

Health
1972 1986
5.5 b.9 ¢
1.2 1,91
7.4 1.2t
e b2 ¢

. b n
4.9 43w
bbb w A0 tn
42w 51
7w 4.5 tn
T 47

ve §,7
b.Bw 4.9t

1.2w 12,9 tn

social security
and welfare 2
1972 1984
5.8 1.9 #
21 N ;
13 R
L7
1.5 1.3
6.1 # 14
e 5.7 W
b w 15,7 W
%0 9. W
4w [7,] W
16, % w 13.8 tw
t.iow LB e
o 16.2 #w
9.3 w 188

36.8
7.4
5.7

L
2.7 ¢

.
L I A )

i. GSee the technical notes, b, Refers to bodnetary data, # Figures are for years other than these sp
Eviracted froas The World Kank's Worid Developsent Feport 1988

Economic
seryices
1972 1986
3l 05
9.0 24.0¢
28,7 16,1 ¢
o 6.0 ¢
27,9 9.7+
20.4¢ 25,5 ¢
o 25,80
.o X0
4w 2.5
27.7w %4 wm
25,6 20,6 tn
.3 w 22,0 e
' 0.3 tw
12.5 " 18.0 11 ]
12,89 9.7 #
ecified,



Develoznent Indicators for Southere Africs
Tatle 22, Central! governaent expenditure

Total
expenditure
{percentage

of GNP}

V-A-22 (cont'd)

ey = o e e e R L e e e

Southern Rfrican Countries

faiam b
Moz asbique
Tanzania
lashia b
Tistabwe

Betcwara b
Lesotho
Swaziland

Angola

Sauth Africa
South Africa

Country Groups
Lom-1rIGYE ETORCMERE
Chira and India
Dther lpa-in:-ee
Middle-1nCone eConcaies
Lower aiddie-incoee
Uhser eiddie-incone
teveloping economies
0il exporters
E porters pi sanuraziures o
¥i1ghly indebted countries u
Sub-Saharar Arica
Higr-irczae 01 exporiers
industrial seriet erpnomies w

" N & ¥ X =

2.} 3L3
9.7 0.9
M4 .2

W 382
3.6 4

14,5 ¢ 24,2

21,8 TeB 4
o 20.8
NT7w 05w
o I I R
A.6w 0.7
1.7 w 157
184w 27,0 dw
. 24,7 w

17.5w 207

Overall
surplus/deficit
{percentage
of GNP}
1972 198
5.2 -0
‘5 *r
-15.8 -16.3 8
’e "
-3 3LE

. Siw

33w 55w
Siw 45 e
7 e -4
35w b2 1w
I R M 1
. =1.0
2.7w -6

2w e

‘l-a » ‘5-' in

e e e ke R L e R T A = L e e



bevelopeent Indicators for Southern Africa

Table 23, Central governaent current revenue
-------------------------- Percentage of total current revenye ---------es--eommmomomeoooooes
----------------------------------- Tan revenUp--—---==-s o rmmmeneee e cceeemrmsmaecacceaoa
Tares on Sociai Dosestic taxes Taxes on jnter-
inceae, profit, security on geods national trade
and capital gain tontributions and services ang transactions  Other ltazes @
1972 1984 1972 1985 §912 198¢ 1972 1986 H 1933
Toodhern African Tountries
Malawi b 31.3 bt 0.0 0.0 ¢ 2.3 WS 2.5 ¢ 0.4 0.5 ¢
HC-I&!leUE‘ LX) L3 an (R4 . (X ‘e L ‘s e
Tanzania 29.9 . 0.0 . 7.1 . 1.7 . 0.5 .
Taebia b 44,7 W4 9.0 0.0+ 20.2 0,2+ 143 2.6 0.1 1.3 s
azabue . aes L, 0.0 ¢ . 0.8 e 15.6 ¢ . 1.0 ¢
hotewste B 19,9 29.8 ¢ 0.0 .08 2.2 9 7 13.9 ¢ 2,7 b1 ¢
Lesotho 13/ I I O bt 008 2.%¢ 10,36 TAOGE  ALE 5.4 0.2 ¢
Sw3ziland
Angola ‘e . . o . . . . .
Scuth Africa
Scuth Sirice 54,8 Gl 4 1.2 ha¢ 21,5 32.5 ¢ b N | 5.0 M I )
Country Broups
LON-10CORE ECONOAIES - . . e . e v . . .
Ching and India e . . o . o . o e -
{*per irw-ynceme . loEtw ., v . 3Live ., B.lew o, o
Kiddle-1ncome economies .3 B7vw ., . 380 BS54t we v 6Ive o, .
Lomer giddie-jnzase 99w 374w, v LMY LI te i INTY e L, .
JppE” a3 dgie-1rione 22,59 2288w, e H.iw 25889 116w bbre |, .
Peelop.rn econcaigs Addlw 24ptw . 2Tw 5.5 re tete ISR . .
1, erapriers 8.0 J2.5¢e .. v 192 e MIn Gd¥e .
£xporters of wmanufartures e waoew ‘e . Hiew Byew .. .
Riqrl. yrdeited countries 180w 2208w, . Mlw 3204 a 7,7 B30,
Sub-Sakeran Africa . . . ‘e . e . . . e
High-incose o1l erporiers . ‘e . . . e . Ve s .
crfustrral marke! erorcmies ALlw 400w, v .2 1730w 20w L2tk .. .

z. tee the technicel notes, b Refers to budgetary data, ® Figures for years other than thoce cper fied.

Exirzited from: The worid Mank's World Developaent Report 1988



levelopeent Indicators for Southern Africa

Table 23.

Central gevernsent current revenue

Nontax
revenue

Total current

revenue

{percentage

of BKP)

Southern African Countries

Malam: b
Mozasbique
Tarzenia
lagbia b
1imbabwe

Eotswana b
tezpdho
Swaziiand

Angpla

South Africa
South Africa

Country &roups
Low-incose econoases
fring and India
Other Tow-incoae
Niddle-intose ecoromies
Lower piddle-incomse
Upper aiddle-incose
fevelorire economies
811 esporters
Exporters of manufactures
H:ghly ingehted countries
Sub-~Saharan Africa
High-income il e:porters
industrial sarket economes

. 7.5 ¢
e 10,0 ¢
9.9 55.0 ¢
1,68 105 ¢
12,8 B.G ¢
e i?la '
5w 15308
19,3 o .
NBw 2834
ddw 2005t
NEw 29.0¢
o .
124w 22,94
f.2 w F.0 ¢

X X W X X

15.8 e
23.2 3.9+
. 26.8 ¢
3.7 2.6 4
1548 21,9 ¢
1.2 233
. 15.4 +
191w 240 %
167w 20,44
03¢ 25,0
16,2 m LT #
1998 22,0 ¢
‘e 2204
fh.dw 2134
Hiba W]

% ¥ % r =X r = ¥



Deveiopaent Indicators for Southera Africa
Takie 24, Money and interest rates

...................................................................................................................

Monetary heidings, broadly defined Aver age

-------------------------------------------- annual Nosinal iaterest rates of basks
Average annval inflation teverage annual percentage!
acainal growth hverage ootstanging  (BOP -----eo---ee-oocvciiemoieolo o
rate (perceat) {(percentage of GBP) deflator)  Leposit rate Lending rate

...........................................................................

19:5-80 1980-B6 1945 1960 1986  19BG-Ba 1985 1986 1980 1986

...................................................................................................................

Southern Africen Countries

Kalawi 15.4 15.9 17,7 0.0 2.0 12,4 .92 e 16,47 19,04
Koz asbique ve . o . . .4 . . . .
Tanzania il ¢ . . 7.2 . 2.5 8,25 8.5 11.50 16.50
Tashia 12.7 .4 . .8 8.3 FER ) 7.00 . 9.5 7.4
limdabwe . 12.4 “ 8,y 457 13,0 3.82 10.28 17.5¢ 13.80
Bateware e 18.7 . . .1 1.4 3.00 L& 8.4 11.00
Lecotho . 0.2 . . 49,4 L LI OR S B ] 1} 1242
Cuzziiand

éngel s o . o .. . . . . ‘e

South Africa
Scuth Avrica M N 14,9 Shob 45,5 S5 s 5.54 10.98 .5 14.33

...................................................................................................................

+ Figures are sar years other than those specified,
f:tracteg frpa: Thz Horid Bank's World Developsent Recort 1986



Teveiopeent Indicators for Southern Airira
Tsble 25. Fopulation growth and projections

Assuned

Average annual growth Hypothetical  year of

of pepuletion Population size of  ceaching
(percent] {s1litons) stationary  net Forulation
-------------------------------------------------------- populatior regroduction easertus

1965-80 1980-86 1986-2000 1986 1990 & 20 a (eillionst raleot | I

Southern African Countries

Nalawi 2.5 3.2 3.3 7 8 2 2 2040 1.9
Korastique 2.5 2.7 30 " 16 : i) 040 1.%
Tanignla 1 L3 34 21 i » 123 2035 b
lasbia | MR 14 H 8 I hY 035 50
Tishabwe 3.1 3 1.0 ' 10 13 3 N5 2.0
botswana aE 3.5 L3 ! 1 : . W25 2.0
Lesotho 2.3 2.7 2.7 2 2 2030 1.8
teazilang
Angela LE b 2.8 L 10 11 4 2040 1.9
South Africa
South Africa 2.4 2 3 n kT 45 9 X G LB
Country Broups

Lzw-3ncoae econoaies i L¥w 19w 249 0t 2,700 t Mt

Thira and India Siw Léw Bbw (L8150t 1% 0t 2.2t

dtrer low-incoee 27w B 3w St T v Gpp
Midcie-1ncome 2conos.es e 27w Llw L2600t 1380t 1,080t

Lower sidd)e-incose 29w Qbwm LTw o 9H b T2t W)t

{coer e ddle-1nzcas 2Iw v e LB ot el T
Leveicping econceres Liwo Zoow Lbe el b ATE 4 R

Ll gwpartess Liw  LTw 5w 53Ot 9T Ot WOt

Exporters of sanuiactures 2.iw  Laa Q3w L0 LT O TaTh o

Mighly indebted countries 25w Léw 22w $H U W5t TID

S.t-Raharan #irica 7w e T2w AWt 4B Ot 85 0
righ-1ncoee o1] erporters 33w 20 Sbw 15t ot et
Irduvetriai market economrec 06w fe t.dw Tt TSt Tt
Ncrreporting nonserbers Low  Liw 08w Je7 t GBL Ot 414 2

.............................................................................................................................

. For the ascuapiions used in the projecticne, see the technical notes,
crgitec fros: The World Bard 't Koric Development Report 1988
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Bevelopment Indicatore for Southren Africa
Table 26, Deeography and fertiiity

Crude Crude Percentage of Percentage of sarriec
birth rate death rate weken of woner of childbearing
ger thousand  per thoussnd  childbearing age using
population population age Total fertility rate contraception a
1965 1986 1965 198 1965 1985 1965 1966 2000 1970 198%
Southern African Lountries
Halami 5 & 24 21 4% 1] 1.8 1.6 6.8 ‘e .
Mooanbinge 49 3 27 17 48 L b8 6.3 &1 .
Tarzania 45 ol n 1% 44 44 b.b 1.0 6.2 e .
Txabia 49 49 20 14 45 1] bk 6.8 3.9 . ‘e
Timbabue 55 45 17 i LE N 2.0 £, 5,8 v 46
Boiswana w3 43 19 it 15 41 6.9 5.4 4,9 - 784
Lesptho 42 L3 1g I Lt 43 5.8 5.8 5.1 e .
Swaziiangd
fngola 40 g o 21 46 L1 b4 5.4 6.2 . e
Bauth ririce
South Africa g 4 16 10 44 4 6.1 4.5 35 e o
Launtry Broups :
Low-incoae econcaset T e lbow oW 15w e bdw 3w 35w
{hing ang Ind:a w 25w 4w 9w 5w Mw ol 32w 1.9
Other low-intose £ 2w Dlw 15w 45w Wbw b6 bOw S
Migrle-incoac eccnnates e e 4w I o w Shw &lw Jdw
Liwgr BIOG:E-1HIOFE N Ta Ll itow “Ew a3 w 47w 39w
lirger aiddie-incose Mw 27w i v 46w S 45w 35w 30w
JEveloping ECTNORIES dtw F0w 15w H0w LR W opl o 40w TG
0:, e.porters 46w e bw W o 1w btdw L9x A0
Erporters of ss afagiures Ve Hw fiw U Sw iw 0w Jlw 2,84
Highly 1rndebted countries HIC RO S L “om 5w We 29w 43w Jbw
Seb-Saharen Africa B Bw 2 16w 45 W M biow bLTw bOw
High-income il exporters 8w 4w 8w fw how iy 70w b85w Bt
irdusiria; market ecoromies 19w ER ] 0 n S T w 3w 274 L7w LB
Nonreporting nonmesbers oW e v 10w T Bw 27w 2,3w Liw

2. Figures include wiaen whose husbands practice conirzception; cee twe technical notes,
€ Fynures for years other thar those specified,
Extracted froa; The Worid Eent's World Develcpaert Feport 1988
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Tevelopeent Indicators for Southers Hirica
Table 27, Health and nutrition
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------------------------------------------- Daily calorie sapply low barth
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trirasted frees The Moo ld Bank 5 Wo-lo De.cicoeent Report 1988
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Teble 28, Education
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tfrgures for years other than those specified,
Dotrerter <roer The worig Bank's Worid Developsent Report 1982
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Table 29. Labor force
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Teble 30, Urkarization

---------------------------------- Percentage of urban population
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£xtracted froa: The World Bank s ®orld Deveiopment Keport 1986
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Table 31, \Mosen 1n Developaent
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t. Ceasopily cate fros rural areas only, 8. New estisates,
E-zrattec iron: The Werld Bank's World Devselopaent Report 1986
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Tevelopaent Indicators for Scuthern Africa
Takie 31, Women in Developaent
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VI-A-1
MALAWI :

NOM ROFILE

1. LIBERALIZATION STRATEGY OVERVIEW(1l)

Malawi is a predominately agricultural economy which is
small, landlocked, and poor even by sub-Saharan Africa
standards with 2 1987 per capita income of US$174. Over 35% of
GDP derives from agriculture, which is the source of most of
the country's export earnings also. Export crops, which
include tobacco, tea, and sugar, comprise 20% of GDF and are
subject to drastic price fluctuations in world markets. Lack
of direct access to the sea has meant continuing vulnerability
to costly regional disruptions in transport routes through
neighboring countries. A rapid population growth rate of up to
3.7% means that the population of nearly 7.5 million in 1987 is
stressing the land base and placing pressure on production's
ability to keep pace with per capita demand.

The country maintained relatively stable financial
conditions until the 1970s, achieving a real per capita income
growth rate of 3% per annum until 1978 through adoption of
liberal economic policies. After 1978 a combination of external
shocks and domestic factors slackened the growth rate,
adversely affected the balance of payments position, and
introduced inflationary pressures. The result was a need for
comprehensive
debt rescheduling in 1982 and 1983, associated with adjustment
programs and assistance from the World Bank and the IMF. The
adjustment package included price liberalization which
realigned key relative prices and incentives. The parastatal
sector has been under realignment while domestic demand

(1) The discussion in this paper is based upon analyses
and documents of the Government of Malawi,the World Bank, the
International Monetary Fund and U.S. A.I.D., as well as
discussions with officials in Malawi. It is intended to
provide an overview of issues and progress concerning economic
management of Malawi's economy and to assist U.S. A.I.D. in
considering a five year development strategy for Scuthern

Africa.
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pressures were cut and domestic external financial imbalances were
reduced. The result was some recovery of economic growth to a
real GDP growth rate of close to 4% per annum during 1983-85.
Post-1984 there was a significant weakening of the economy;
1985-86 witnessed a rapid deterioration of the country's external
financial situation due predominately to a sharp downturn in the
terms of trade. Administrative controls were introduced on
foreign exchange payments for private sector imports. Inflation
rose and rates of real growth declined. 8Severe refugee problems
have stressed the nation's meager resources and fiscal imbalances
have delayed planned reforms and realignment of the economy. The
Government of Malawi has developed a comprehensive adjustment
program as part of its macroeconomic and sector policy reforms
contained in the Government's medium term development strategy.
While the 1986-87 stabilization period was difficult, showing real
GDP growing at only 2.8% in 1986 and falling by 0.2% in 1987, the
country’'s efforts rewarded estimates of real GDP growth for 1988
range between 3 to 4%.

The Government's Statement of Development Policies, 1987-1996,
as well as a Policy Framework Paper done jointly with the IMF and
the World Bank, are the pertinent documents describing the basic
strategy. Government's approach is designed to stabilize the
economy and establish the foundation for resumed economic growth
despite the difficult external environment. The basic
macroeconomic objectives of the strategy include: a) raising the
rate of real GDP growth from 1.6% in 1988 (target already
exceeded) to 4% in 1989, 4.3% in 1990, and 4.9% by 1992; and b)
restoring fiscal discipline consistent with balance of payments
targets and reducing the annual rate of inflation from 26% in 1987
to about 5% by 1991. To accomplish this the Government will
approach structural reform and financial stabilization by reducing
the fiscal deficit, using strict monetary and credit policies, and
exchange rate adjustment. These policies are expected to bring
aggregate demand into line with available resources. Related
supply side measures will increase the flow of foreign exchange to
tl: private sector, liberalize trade, redirect credit away from
the public sector, and bring about tax reform. All of these
actions should stimulate the private sector.

A sectoral strategy is also part of the medium-term
development program., It provides for new investments and policy
reforms in the key productive sectors to increase output. This
sectoral growth strategy is grounded in increased private sector
activity, improved efficiency in public sector resource
management, and a greater role for market forces in resource
alleocation. 1In agriculture - Malawi's major source of growth and
export earnings - there will be emphasis on more intensive and
productive use of resources and greater crop diversification to
help offset growing land pressures and the country's vulnerability
to world price fluctuations for its narrow export base., Continuing
reform and efforts at privatization of ADMARC, as well as
expanding the scope of the private sector in crop marketing, will
contribute to agricultural reform. For the transport sector
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regional problems have disrupted Malawi'‘s traditional external
routes and resulted in increased transport costs and reduced
reliability in the flow of exports and imports. Development of
the Northern Corridor, with the assistance of donors, should
improve the transport situation.

In industry Government has set out to revive production and
investment by better use of incentives for domestic and foreign
investment. It will stimulate efficiency through competition
introduced into the economy by eliminating quantitztive
restrictions and aliowing in imports, and increasirg the flow of
credit to small-scale industry. 1In education Government will
emphasize the expansion and improvement of primary education,
enhancing scientific and technical skills and improving teacher
training. Population growth and health services will be addressed
by better staffing of primary health education care facilities and
increased allocation of resources for maternal and child care
services. Nutrition will be addressed through a food security
monitoring and reporting system which will be in place by the end
of 1988. Smallholder farms, on which the bulk of rural househoclds
live below subsistence levels, will benefit by incr2ased emphasis
on research and extension programs.

In general, the Government's medium-term development strategy
is comprehensive, integrated, and responsive to the need for
liberalization of the economy. It assigns a larger role to the
private sector, market pricing mechanisms and incent:ives. The
program reinforces macroeconomic stabilization strategies
initiated under an IMF stand-by arrangement. 1Its foundation is
trade liberalization, associated exchange rate adijustment, fiscal
deficit reduction, reform of foreign exchange allocation, and tax
reform.

2. KEY POLICY ELEMENTS
2.A. Exchange Rate Management

An essential part of Malawi's Medium Term Development Strategy
relates to active exchange rate mansgement. The country pursued a
flexible management of its exchange rate during the 1980s and,
except for a slight appreciatiorn in 1984 and 1585, kept the real
effective exchange rate near the 1579 average level. However,
adverse shifts in terms of trade, high debt servicing costs, and
unbudgeted food and security-related expenditures brought about a
high level of excess demand for foreign exchange starting in
mid-1386. The Kwacha was devalued by 20% in February, 1987, but
the effect of the depreciation was mostly offset by inflationary
develcpments. Stringent foreign exchange rationing was therefore
left in place during all of 1987. In order to restriin import
demand further and stimuliate export production, Government further
devalued the Kwacha by 15% in January, 1988.
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Government has made a commitment to pursue a flexible exchanye
rate policy, the aim being to maintain external competitiveness,
encourage exports, and achieve bhalance of payvments objectives. To
do this Government has agreed to maintain the exchange rate such
that it remains consistent with trade liberalizaticn, tariff
rationalization, and external resource availability. The World
Bank will monitor the real effective exchange rate to ensure that
it is consistent with the trade reform program it is supporting
through its Industrial and Trade Policy Adjustment Credit. The IMF
will have primary responsibility for negotiating exchange rate
adjustments under the stand-by arrangement and an Enhanced
Structural Adjustment Facility,2.B. Import Administration

Liberalization of the trade regime is the centerpiece of
Malawi's industry and trade adjustment program, The industrial
sector historically developed efficiently because it grew in a
relatively free-trade environment with price signals which
encouraged efficient resource allocation and adequate resource
mobilization. The period since 1980, but especially since 1934,
has witnessed a contrary set of policy responses as Malawi reacted
to exogenous shocks by closing the economy and cutting away from
market clearing price signals. The role of imports in Malawi's
economy is crucial since the country cannot support efficient
production of all industrial goods. Imports thus complement
domestic production, allow specialization, and introduce an
element of competition into local monopolies. Thus the closing of
the econcomy has encouraged excessive product diversification,
inefficient import substitution, and monopolistic pricing. To
move away from these distortions Malawi intends to abandon
discretionary foreign exchange allocation and to lower import
tariffs.

Government intends to phase out administered foreign exchange
allocation and move back to a market-determined system which would
allow importers to obtain foreign exchange on request. Given the
existing external imbalances and low level of foreign exchange
r2serves, Malawi has spread the liberalization of its foreign
exchange allocation system over a three year period. In the first
stage, introduced in February, 1988, a range of import items
comprising aproximately 25% of the total import bill was freed of
prior foreign exchange allocation approval, including such key
items as fertilizer, petroleum and 25% of raw materials and spare
parts. In the second stage, some 30% of the import bill will be
similarly liberalized, so that it will include 75% of raw
materials and spare parts. In the third stage the remaining raw
materials and spare parts will be liberalized, followed by most
intermediate and capital goods. By this stage approximately 75%
of the total import bill will have been freed of administrative
rationing. Government further plans eventually to liberalize
remaining imports, mostly consumer goods, as medium-term economic
performance allows.. In consultation with the IMF and the World
Bank, Government will review resource availability and adjust
liberalization of imports and resources sc¢ that they supporit each
other.
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Along with elimination of prior Reserve Bank exchange approval
for imports, Government intends to liberalize import licensing.
This will be done by expanding the Open General License (OGL)
System. Currently about 85% of the total import bill is subject
to OGL, with 34 specific categories of goods and all goods from
certain countries subject to import licenses from the Ministry of
Trade, Industry and Tourism. Government is eliminating this
import licensing requirement from 8 categqgories of goods and 22
countries of origin. The few remaining licensing requirements
pertain primarily to issues of public health, safety, or security.

2.C. Export Policies

Additional generation of foreign exchange throujh exports is
essential to the longer-term viability of Malawi's liberalization
strategy. While initial donor assistance in resource flows will
supplement current foreign exchange resources, such exceptional
balance of payments financing will not be available beyond the
adjustment period. Growth ¢f the economy in the future thus rests
on expansion and diversification of Malawi's export base. To
assure that this happens Government has adopted a new strategy to
enhance the competitiveness of Malawi's exports in world markets
and encourage non-traditional export activity.

The flexible foreign exchange rate policy described above is
by far the most important component of such a strategy, since it
assures that successful exporters are rewarded apprcopriately in
domestic Kwacha terms, at the scarcity value of the foreign
exchange they earn. This removes the anti-export bias inherent in
an overvalued currency, which rewards those who can import at
artificially low costs of foreign exchange and punishes exporters
by paying them less in domestic currency terms than their foreign
exchange is worth.

Government is also committed to streamlining administrative
procedures for exporters. Currently the Ministry of Trade,
Industry and Tourism subjects 20 goods to licensing, including tea
and tobacco which are the two largest export earners. Such
licensing has been based upon the rationale of either quality
control, national food security, or environmental protection.
Government is committed to eliminating these licensing
requirements for almost all export goods which are not needed for
food security. Plans exist for a World Bank Agriculture Sector
Credit during 1990 which will assist in developing simplified
mechanisms for ensuring export gquality control, thus reducing the
role for export licensing further.

Fiscal incentives to exporters are also being increased as
part of Malawi's tax reform program. Exporters are currently
eligible for import duty drawbacks on imported inputs used in
export production. The mechanism has been cumbersome and difficult
to operate. Exporters have in actuality received ba:k, in
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aggregate terms, less than 2% of total import duties in 1985 and
those which did receive rebates were subjected to very long
delays. Government is introducing a simplified drawback scheme
which will eliminate physical content requirement, expand
eligibility criteria, and provide uniform rebate rates by sector
of production. An income tax allowance is another incentive being
introduced for exporters. All registered exporters will receive
back an income tax allowance of 4% of their taxable income derived
from export sales.

A Foreign Exchange Revolving Fund has been established by
Government to assure that exporters have adequate access to
foreign exchange for their import requirements during the initial
stages of the liberalization program. The purpose of the Fund is
to make foreign exchange readily available to eligible exzporters
to import raw materials, intermediate goods and packaging goods to
meet export orders. An Export Promotion Council of Malawi,
established by the Export Promotion Council Act, will also offer
other help and technical assistance to exporters.

2.D. Industrial Policies

An Industrial Development Act allows Government to control
investment in the industrial sector. Investors are required to
obtain an industrial license hefore making any investment in the
manufacturing sector. This mechanism grants Government the power
to hinder competition with existing producers, a power which has
not typically been used. The law also includes a provision
whereby certain producers may be granted exclusive monopoly rights
for a period of five years. Again this power has rarely been
used, but it acts as a potential deterrent to investors. As part
of the liberalization of Malawi‘'s economy, Government has agreed
to revise the Industrial Development Act to eliminate the
exclusive monopoly rights clause and strengthen domestic
competition.

2.E. Price Regulation

Government previcusly decontrolled prices on more than 50
goods as part of its program to improve the efficiency of resource
allocation and the structure of incentives, with the support of
World Bank loans SAL II and SAL III. Price controls remain on 5
critical or politically sensitive goods: low-grade meat,
fertilizer, fuel, sugar, and vehicle spare parts. As part of the
Government's liberalization efforts there will be a de-control of
the price of low-grade meat and possibly automobile spare parts.
Government will adjust domestic prices of petroleum products
periodically to implement a full pass-through of import and
domestic distribution costs. Fertilizer and sugar prices will be
reviewed under the up-coming Agriculture Sector Credit starting in
1990,
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2.F. Fiscal Policies

Achievement of the broad program of liberalizat:ion undertaken
by Malawi requires stringent controls of Government expenditures
and attention to raising tax revenues. Without such measures,
trade and industry liberalization are threatened by inflationary
pressures, excessive demand for imports, and undue pressures on
the exchange rate. Government's gcal is to reduce the fiscal
deficit to a level that can be financed while leavirg domestic
credit robust for investment. According to the Reserve Bank of
Malawi s mid-1988 Report, these efforts are succeeding; the
overall deficit as a proportion of GDP has fallen from 9.0% in
1986/7 to 7.1% in 1987/8 (below original projections) and is
estimated at 4.5% for 1988/9. Taxes are relatively high in Malawi
(the tax revenue to GDP ratio is near 20% and higher for the
modern sector) so that most deficit reduction must fall upon
expenditure adjustment (with Government expenditures to GDP
projected to decrease from 28.4% in 1987/88 to 26.3% in 1990/91).
During the same time period the revenue to GDP ratio will remain
relatively constant, at about 18.7% of GDP.

The fiscal balance will be monitored by the IMF under terms of
the stand-by arrangement and the proposed Enhanced Structural
Adjustment Facility (ESAF). A balance will have to be continually
drawn between expenditure targets on the one hand ani resource
flows from tax revenue and available foreign concessional inflows
on the other hand. To tighten expenditures institutional measures
will be developed to strengthen preparation of budgets for key
development sectors and improved information flows will allow for
tighter expenditure control. Among other reforms thare will be a
rolling three-year public sector investment program.

A comprehensive reform of the tax system will also be
undertaken to improve its equity and efficiency. Be:ween 1966 and
1981 Malawi raised its tax collection ratio from 8.6% of GDP to
15.4%, approaching tax levels as a proportion of GDP found in
countries with per capita incomes 3 to 4 times highe: than
Malawi's income level. A large share of the increase in tax
generation came from higher burdens placed on international trade
taxes, which rose from 35% of total tax revenue in the early 1970s
to 46% in the early 1980s. The average tariff rate on private
sector imports increased from 12% in 1975 to 32% in .986. This
stimulates import substitution while acting as a dis:ncentive to
exports. There are also weak investment incentives in the
corporate income tax, a cumbersome system of domestic surtax
exemption, inefficient tax administration, and some tax leakages
from the system.

Based upon work done under a 1985 World Bank repcrt: "Tax
Policy in Malawi,” as well as several tax consultant missions from
the Harvard Institute for International Development, Government
has developed a package of tax reforms to be implemerted during
the period 1988-90. These reforms will shift the burden of
taxation to domestic transactions and away from international
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trade, as well as to consumption and away from production. Of
special relevance to the trade and industry sector, commodity
taxation will be moved away from the present system of import
duties, levy, surtax and excise tax and towards a flat basic rate
of taxation on all imports ard domestically manufactured goods.
This tax will be collected at the point of importation or ex
factory. Ezxports will be exempt under this proposed system.

2.G. Financial Sector Policies

Government has agreed with the IMF to pursue a tight monetary
and credit policy. This is intended to strengthen the balance of
payments, reduce domestic inflation (from approximately 35% in the
first quarter of 1988 to a target of 5% in 1991), and to provide
the private sector with sufficient resources to finance expansion
requirements. Under the present system there are no
administrative controls which direct credit within the economy and
interest rates are market-determined. Government will set credit
ceilings consistent with IMF targets. In the institutional realm
Government has agreed to update and strengthen the financial
system's legal framework and Government supervision of financial
institutions. It has also agreed to improve mobilization of
domestic long-term funds and make credit more readily available to
small-scale industry.

2.H. Other Policies

Associated with the above reforms affscting the trade and
industry sector, Government has undertaken to stimulate off-farm
small-scale industry. Such economic activity has been limited in
its development by lack of access to financing for working capital
and limited entrepreneurial experience. The current level of
. "7 -scale (fewer than 20 workers) industrial establishments
scan. at 156 registered firms employing a total of 1,370 people,
Goveruinent intends to strengthen existing f:nancial and technical
assistance iistitutions to small-scale industry and channel more
credit to che sector. Donor assistance is available to assist in
this undertaking. While such firms are not likely to develop as
exporters immediately, stimulation of small-scale private
enterprises will improve employment prospects and serve as a
training ground for skills and entrepreneurial talent. Once
stimulated, there is considerable room for this sector to develop
niches in the export sector as well as in production of efficient
domestic inputs to precduction for export.
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Based Upon World Bank Data
{Values in Nillions)

TITLE Uk}T 197¢ 17 IS i 1373 1974
MATIONAL INCOME

Current prices Seneral Bovernaent Lonsceaplion Lotal currency %% &0 4£.7 48.7
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LIANS AND DEBT

Lerg-Terw Irterest Favaents Ut f, ac per EED PRS 3 Te 4,2 e.} -
Fistorzenents of Long-Ters Loans o3 ¥, as per TiRD §ec 2.8 . d T 7 A
Ket teng-Ters Loans 33 ¥, 3¢ per jEFD DPeS .7 .8 363 .8 5.t
Fepemerts on Lo~g-Ters Loans US $, as per [BEE DES 3 Y 43 4.5 &7
ldent1f1ed Short-Ters Debt UE §, end of vear 0.0 2.0 0.0 0.9 b
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BALANZE OF PAYMENTS
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Exporte of Sceds & Services us ¢, BoP 82,3  1ae 111.B 457 1BS.
Non-Factor Services Receipis Us §, Bof 1.5 15§ HOR e 1.3
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Otter Net Cer:tal Inflows U5 . kP i ki 12.5 103 19,7

JRLICEES
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MOZAMBIQUE:

NOMIC P E

1. LIBERALIZATION STRATEGY OVERVIEW(1l)

During the first half of the 1980s the Mozambican economy
suffered severe declines in output and@ economic disturbances.
Some of this can be attributed to external forces iacluding
adverse terms of trade and armed attacks throughout the country.
But inappropriate economic policies also contributed to the
problems. An initial effort was made to adopt corractive policy
measures during 1984-86. This included debt reschedu11ng,
creation of an export retention scheme, adjustments in prices
controlled by Government, and initial freeing of some farm produce
prices. Since these actions did not attack the fundamental
structural problems and distortions, they proved insufficient and
the economy continued to shrink. Government recogn.zed that the
bleak security situation, while burdening the econony and
distorting economic activity, was not the sole reason for economic
collapse. What was evident was the need for a much more
comprehensive and ambitious reform of the economy.

In January, 1987 the Government undertook an Economic
Rehabilitation Program designed to relieve structurzl problems and
distortions. Increased efficiency in production anc¢ resource
allocation was one goal, pursued by greater reliance on market
signals and reduced central administrative controls. Demand
management was also pursued through the use of fiscal, monetary,
exchange rate and external borrowing policies. Rescurces were
sought from an increase in and a redirection of external
assistance, part of which was to be used to rehabilitate economic
infrastructure and to ease the situation of people displaced by
drought and security disturbances. External debt was to be
serviced at feasible levels. Structural reforms were started in
agriculture, industry, banking and transportation while public
enterprise management was to be improved.

(1) The discussion in this paper is based upon analyses and
documents of the Government of Mozambique, the World Bank. The
International Monetary Fund and U.S. A.I.D., as well as
discussions with officials in Mozambique. It is intanded to
provide an overview of issues and progress concerninj economic
management of Mozambique’'s economy and to assist U.S. A.I.D. in
considering a five year development strategy for Sou:hern Africa.
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The most recent Government statement of overall
macroeconomic policy strategy, jointly prepared with the IMF
and the World Bank, is the second Policy Framework Paper
document covering 1988 to 1990. It reaffirms the basic
strategy of the Economic Rehabilitation Program,

As overall objectives for the Economic¢ Rehabilitation
Program, the following remain of highest priority:

1) reverse the decline in production and restore a
minimal level of consumption and income for the
population, especially those in the rural areas;

2) curtail domestic financial imbalances and strengthen
the external payments position;

3) establish the conditions for more rapid and more
efficient economic growth in the medium- to
long-term as the security situation eases and other
exogenous constraints improve,

These add up to modest economic growth being re-established
during 1987 and accelerating to a growth rate of 3-4% during
1988 and 1989. Recovery is to be centered on the agricultural
sector which can provide the needed increased in rural incomes
and restoration of production for export. Ezxport volumes are
projected to grow at 8%, although starting from a very low
base. Real investment would stabilize with a redistribution of
available resources to rehabilitation and completion of
priority ongoing projects rather than initiation of new
projects. Recovery of production and external financing of
essential imports should provide for a relatively rapid growth
in real consumption per capita averaging in excess of 5% per
year.

This reform approach should be put in some historical
context so that it can be judged in terms of its effectiveness
in correcting economic problems and policies. Mozambigque’s
L 1y went through a serious decline in output and
aggr ation of economic distortions and financial imbalances
during the first half of the 1980s. Exocgenous developments,
including adverse terms of trade and climatic variation, were
adverse during this time while disruptions and insecurity from
armed attacks in a number of parts of the country introduced
severe dislocation, At the same time, economic policies were
inappropriate to deal effectively with an increasing range of
economic problems.

From 1980 to 1986 overall production decreased by nearly
30% while exports dropped by 75% and imports fell some 33% by
the end of 1985, only recovering slightly in 1986, An
increasingly overvalued exchange rate aggravated external
imbalances and external debt service arrears rose rapidly.
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Large fiscal deficits and unchecked bank financing of
enterprise losses resulted in a tripling of the moaey stock
despite shrinking real output. Extensive administrative
controls permeated the economy, including direct decisions on
prices and resource allocation. Although intended to promote
efficiency and social equity, such government cont-ol of the
economy brought about rigidities and disincentives which
worked against economic recovery. Distortions increased as
barter, inflation and parallel or illegal markets bhecame
pervasive.

Initial, although modest, efforts were made to correct
these economic problems during the period 1984-86. External
debt was rescheduled. An export retention scheme was
introduced. Prices were adjusted upwards for some staple food
items and services while there was a freeing of some farm
produce prices. But these measures did not attack the basic
structural problems and distortions in the economy and proved
to be insufficient to reverse the economy's decline. 1In light
of the probable continuation of a serious security threat to
the country, which would present additional disruptions and
hamper economic recovery, a8 bolder, more comprehensive reform
program was obviously required. The Economic Rehatilitation
Program which started in January, 1987 is that comprehensive
attack on structural rigidities and distortions in the economy.

The first year of the Economic Rehabilitation Program, in
summary terms, sought to enhance economic efficiency and
improved resource allocation by strengthening economic
incentives and increasing reliance on market signals as opposed
to centralized administrative controls. Other measures sought
to improve demand management by using appropriate fiscal,
monetary, exchange rate and external borrowing policies,
External assistance was increased and redirected to support
rehabilitation of economic infrastructure for the population
displaced by drought and security disturbances. External debt
burden was rearranged and debt service payments arranged at
feasible levels. Structural reforms were started ian the key
sectors of agriculture, industry, banking and transportation.

During the second year of the Economic Rehabilitation
Program -~ 1988 - the overall cbjectives remain unchanged. The
strategy is to continue a focus on key constraints :o economic
growth while refining particular policy changes and new
programs to take account of various economic studies completed
during 1987. Further work will be done in 1988 to chart out a
multi-year rehabilitation of various sectors of the economy,
consistent with the evolving macroeconomic framewori of
increasingly price-based incentives and indirect as opposed to
previously direct government controls on the economv,
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Mozambique has undertaken an ambitious, if high risk,
economic reform package. It has made substantial progress
towards correcting market distortions, dismantling direct
administrative intervention in the economy, and re-establishing
a foundation from which economic growth can be sustainable.
However, the economy was severely deteriorated when the current
reform effort started, both from a long period of excessive
statist control and from security disruptions which continue,

The need for rehabilitation of most sectors of the economy
places real, if unknown, constraints on a well-functioning
economy over the next 5 years. Some sectors have capital so
deteriorated and obsolete that it must be replaced. Other
sectors, not directly as dehabilitated, nevertheless depend on
inputs from an economy with major portions unable to provide
reasonably priced and regularly delivered intermediate inputs
to production.

In such a situation, there is a substantial risk that the
reform agenda will be delayed or even set aside. Security
risks, having severely disrupted the country, could remain
serious or even increase. Supplemental resources from donors
must remain high if the reform agenda is to continue.
Political will in the nation must continue to support reform
through a period when hardship will prevail and some groups'
welfare will be relatively harmed as other groups' well-being
increases.

2. REY POLICY ELEMENTS

2,A., Exchange Rate Management

The objective of exchange rate management under the

" -ya2ar Economic Rehabilitation Program is to restore
econ. 1Cc incentives by integrating the official and parallel
market rates. This should result in a market-clearing exchange
rate by th= end of the Economic Rehabilitation Program period,
allowing Government to rely more heavily on macro management
rather than direct administrative controls to maintain the
balance of payments. The goal at the start of the Economic
Rehabilitation Program was to bring the official rate to 50% of
the parallel market rate by the end cof 1987, to 70% of the
parallel rate by the middle of 1988, and to provide for a
merging of the two rates by 1990.

During 1987 the metical was devalued from Mt. 39 per
U.S.dollar to Mt., 200/U.S. $ in January and to Mt. 400 in June,
1987. 1988 should see a continuation of flexible adjustments
in the exchange rate, a policy central to restoring adequate
economic incentives (especially for exporters) and to
strengthening the nation's external accounts. The Government
intends to attain a realistic and flexibly managed exchange
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rate by the end of the Economic Rehabilitation Program period
(1990). This should allow for a dramatic decrease in the scope
of administrative allocations of foreign exchange aad
interference in the trade system. The objective is *o use
appropriate macroeconomic policies to manage the balance of

payments.

Some progress in this regard has already been achieved.
It is Government policy initially to prevent (on a monthly
basis) a widening of the gap between the official and the
parallel market foreign exchange rates. A modified system of
exchange rate management will be developed during 1988 to move
the exchange rate by 1990 to a realistic market-clearing level.

2.B. Import Administration

Linked to exchange rate policy, and the move tcwards a
more flexible and realistic exchange rate, will be a gradual
dismantling of direct Government control of the trade system.
In the interim, through 1990, there will still be dependence on
administrative allocation which will be improved in efficiency
even as the economy's need for such direct allocation shrinks.
For example, the Government has decreased the number of product
groups which must be traded through a Government monopoly
trading corporation from 11 imports and 3 exports at the end of
1986 to 5 imports (petroleum products, pharmaceutical,
agrochemicals, cereals, and electricity) and 1 export product
{sugar) by the end of 1987. During 1988 the Government is
committed to review the role of administrative import
restrictions in the economy and prepare a program unier which a
limited number of products could be imported without
administrative restriction. Due to be implemented by late 1988,
such a system would allow importers of such products to
purchase foreign exchange through the banking system subject
only to automatic licensing procedures.

Steps are being taken to improve the operation and
efficiency of the foreign exchange allocation system, which
will decrease in importance but remain through the Economic
Rehabilitation Program period. Semi-annual reviews are being
made of estimated foreign exchange supply and demand.
Improvements are underway to provide a better match between
donor assistance and the priority needs of the economny.
Allocation of foreign exchange among sectors and potential
users is to rest increasingly on measures of overall efficiency
of the proposed users in terms of contribution to donestic
value added. There will be a broadening of the range of
products which can be imported without administrative
allocation. While interim detailed allocation procedures will
decrease in importance, Government will continue to maintain a
degree of control over aggregate foreign exchange allocation to
assure that importation of essential products continues while
debt service obligations are met.
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Government will, at the same time, maintain the existing
“own use” import system where imports are allowed in, subject
only to the automatic granting of license if value exceeds US$
500, where such imports are for an individual's or enterprise's
own use and financed from outside resources (i.e. no recourse
to the banking system for foreign exchange is required).
Permission for resale of specific imports is to be given
provided the trader is registered to trade in these goods, and
if such goods do not compete directly with domestic industry.

2.C. Export Policies

An Export Retention Scheme was introduced in 1984 and has
since then been expanded to include, by the end of 1986, nearly
100 large producers that earn foreign exchange. In January,
1987 it was further broadened to include all exporters of
non-traditional products. More recent revisions have attempted
to reduce discrimination by narrowing the range of retention
rates for participating exporters and thereby lessening the
chance of tying up scarce foreign exchange in uneconomic uses.
The average retention rate was reduced from 70% during 1984-86
to 50% in 1987. Also purchases and sales of "rights to import"
using foreign exchange retained under the scheme are now
allowed through the banking system, hut only among participants
in the scheme. Additional revisions to the retention scheme
are inherent in the Economic Rehabilitation Program, including
automatic eligibility of exporters, a further narrowing of the
range of retention rates, and an easing of restrictions on
transferability of retention proceeds.

2.D. Industrial Policies

The Economic Rehabilitation Program strategy for the
industrial sector is far-reaching. It includes improved
~®* iency of resource use and increased autonomy and
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accountability of enterprises. Macroeconomic policies are
intended to provide increasing incentive to bring about these
adjustments, while in the interim corrections in administrative
systems will start the reform process. Thus, foreign exchange
allocation, in the interim until a market-clearing exchange
rate takes its place, will be improved. There will be credit
and budgetary transfer restrictions. Increasing autonomy in
trading decisions of enterprises both in domestic and
international transactions will shift responsibility to
production entities and make them responsible for osperating
efficiency and reduction of operating losses. There will be a
program of price decontrol. A Review of Enterprisas will
review 15 major agricultural enterprises and 25 industrial
operations with the goal of identifying specific s:rategies for
their restructuring (be that rehabilitation, divestiture or
closure). This review will set the tone for the tvpes of
restructuring required in other enterprises.

The strategy of the Policy Framework Paper, 1988 - 1990
related to industry builds as much upon changing stimuli in
other sectors as upon changes directly affecting industry.
Thus, changes in the exchange rate, pricing subsidies,
managerial autonomy, credit and foreign exchange allocation are
seen as critical determinants of the health of indistry.
Liberalization of these economic determinants will help ensure
that resources increasingly are directed at the most
economically efficient enterprises and sectors. Ir addition,
greater flexibility in industrial pricing will helg introduce
greater supply response. The number of product groups subject
to fixed pricing legislation was reduced from 9 to 7 in January
1988, with further reductions planned in June, 1988 and by the
end of 1988, 1In the case of products remaining under control,
prices will be adjusted regularly to keep pace with exchange
rate adjustments. Increasingly enterprises will be allowed to
adjust prices subject only to ex post ministerial review.

2.E. Pri R lation

A central element of the Economic Rehabilitation Program
has been progressive dismantling of rigid pricing and
allocative controls. There will be retention of linited
controls for products considered strategic for security, where
an equitable regional distribution is necessary, where
monopolistic power can be exercised, and in relation to
implementation of grant and loan conditions.

Generally pricing pelicy will focus on increasing
flexibility in price setting throughout the economy to restore
the pricing mechanism as a means of allocating resources. The
reduction in the number of products subject to fixeé price
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controls will continue; in January, 1988 it was reduced from 37
to 32 and at least 4 additional items were to be decontrolled
by June, 1988 and 3 more by the end of 1988. Eventually items
still price controlled should be limited to fixed prices for a
few staples, which will be adjusted regularly to reflect
production and procurement cost changes (especially changes in
the exchange rate}.

There will be substantial increases in prices of those
commodities in the nation's ration system that are highly
subsidized. The goal is to eliminate the gap between actual
economic production costs and consumer prices, since this has
operated as a distortion to increased production and marketing
while placing a heavy burden on the fiscal budget.

Related to these moves, Government will expand domestic
and international trade which will expand competition at all
stages of the distribution system. Enterprises have been given
permission to trade with other enterprises directly, rather
than as previously required only through wholesaling
intermediaries. Final products subject to administrative
allocation dropped from 43 to 30 at the end of 1987 and there
will be further reductions in 1988. Goods remaining under
direct allocation will be managed with highest priority going
to providing sufficient allocation to displaced persons due to
security and climatic conditions and to the rural areas.

2.F. Fiscal Policies

The strategy for fiscal policy under the Economic
Rehabilitation Program during 1987 focused on strengthening the
revenue base, rationalizing and limiting public expenditure,
and restoring financial discipline to public enterprise
operations. In January, 1987 the domestic tax code was revised
#~ -“Aen the bhase of domestic taxation, accelerate payments,
... - 2 “he income tax, simplify collections and increase
rever..2 generation. The growth rate of current expenditure has
been held lower than the growth rate of revenue. For capital
expenditures a limit has been placed such that it can grow no
faster than the level of net external financing. Public
enterprise losses have been brought into the government budget
for the first time while a limit has been placed on the amount
of such losses and on the cost of public subsidy to consumers.
There have been complex impacts on revenue and expenditure from
devaluation and other relative price changes. However, during
1987 it was possible to bring about a limited reduction in the
ratio of the overall deficit to total expenditures. The
current government deficit as well as domestic bank financing
of the overall deficit were constrained at nominal levels to an
amount only slightly higher than in 1987, which means a
considerable reduction in relation to other budgetary and
economic aggregates.
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puring 1988 and later years of the Economic
Rehabilitation program fiscal policy objectives will continue
to focus on a strengthening of the public sector's financial
position. This will include improvement of public savings
performance and a corresponding reduction of that sector's
recourse to domestic bank financing. The ~crowding out® effect
of budgetary financing on legitimate credit demand in the rest
of the economy must be reduced if economic recovery and
rehabilitation are to proceed and inflation is to be
constrained. Specific fiscal measures to be undertaken
include: improved buoyancy and efficiency of the revenue
structure; restoration of financial discipline and
profitability in public enterprises; constraints on the growth
of current government expenditures; prioritization of
government capital expenditures; and improved coordination and
utilization of external assistance.

Revenue enhancement during 1988 focuses on initiating a
customs tariff reform and on preparing a package of additional
domestic tax measures to strengthen the domestic revenue
system. An initial round of customs tariff reform will be
prepared with the objective of substantial simplification of
the rate structure of import duties, which will be implemented
by the end of the year. While this is intended to >e roughly
revenue neutral, it should improve collections. 1In addition,
other revenue recommendations of the IMF will be coasidered for
possible adoption during 1989. These include application of
the turnover tax to imports (inclusive of import du-:ies)
similar to its current application to domestic manuactures and
revision of the turnover tax rate structure so that it impacts
more heavily (10%) at the manufacturer/importer level than at
the wholesale/retail level (5%). This latter adjustment would
limit cascading and improve collections.

An important part of constricting current government
expenditures involves restrained wage policy, severe limits on
purchases, and reductions in budgetary subsidies. During 1988
a major effort is to be made to reduce consumer subsidies and
prevent them becoming an uncontrollable structural burden on
the budget. Prices of staples which are rationed ard heavily
subsidized in the two main cities will be increased in price
several fold while the impact on effective purchasirg power of
lower income families is to be substantially offset by wage
increases. A better "safety net" to protect the unemployed,
refugees and other vulnerable groups will be put in place with
the assistance of donor support. Wage increases during the
remainder of the Economic Rehabilitation Program are to be
limited to no more than the anticipated increase in the cost of
living. Subsidies to public enterprises will likewise be
reduced and action programs prepared to correct the financial
imbalances in the public enterprises with the largest losses.
Capital
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expenditures will remain heavily dependant on external loan and
grant inflows, while priority in capital expenditure will go to
completion of the most productive ongoing projects,
rehabilitation and maintenance expenditures,and for projects
providing rapid earnings or savings of foreign exchange with
high rates of economic return.

These actions should improve the current budget position
and bring about a steady reduction in domestic bank financing
of the overall budget deficit. During 1988 the objective is to
reduce bank financing of the deficit somewhat below the 1987
level of Mt. 20 billion, which would be a sharp reduction in
real terms. The Government aims to achieve a current budget
surplus by 1990.

2.G. Financial Sector Policies

During 1987 money and credit policies were focused on
reducing excess liquidity and improving the efficiency of
credit utilization. Interest rates were raised sharply in
January, 1987 from a range of 0-6% for deposits and 3-10% for
loans to 3-20% for deposits and 12-35% for loans. Commercial
principles were brought into the evaluation of loan requests,
within the overall credit ceilings. Improvements in financial
analysis, accounting and management of financial institutions
was initiated. During all of 1987 expansion of money and
quasi-money was limited to an estimated 50%, which was slightly
over target but much less than the increase in nominal GDP.

During 1988 financial sector policies will continue to
encourage structural reforms of the financial sector while
constraining bank credit expansion to levels consistent with
the likely flow of financial savings through the banking system
ard r-ith the balance of payments and other macroeconomic
tbj.  ives. Credit policy will continue to be implemented
through explicit ceilings on aggregate bank credit and on
credit to Government. Plans for more indirect control of
credit, including use of reserve requirements, will be
formulated for adoption by the end of the Economic
Rehabilitation Program.

The credit program for 1988 is based upon an increase in
money and quasi-money of approximately 43%, with no significant
change in net foreign assets. Within this expansion net credit
to Government will be limited so that there will be a
substantial reduction in real terms relative to 1987. Interest
rate increases are focused on bringing about positive real
interest rates by the end of the Economic Rehabilitation
Program period. Substantial reforms are necessary in requiring
government to pay interest on borrowed money and simplification
of complicated locan structures and administration.
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2.H. Other Policies

Agriculture is the key sector in the country and the
Economic Rehabilitation Program includes policies to reform
pricing and marketing policies t