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A

CHAPTER

I

BACKGROUND TO THE STUDY

INTRODUCTION

The PERF Design Initiative

The presenr. study reports on the re
companies and export sector-related
governmenr. agencies in four countri
(Malawi, Mozambique, Tanzania, zimb
commissioned by U s Agency for Inre
Mission (USAID/Zimbabwe), and was p
Sells (DH&S) ream drawn from rhe fi
MNairobi and washingron D ¢ offices,
by IMAUI Cevelopment (Pvt) nrd of H

DlI&5 was engaged tuv underrake the 8
USAID/Zimbabwe's program t.o'design
(PERF) ro serve selected countries
Developmenr. Coordination Conference
invesrigarions prior to the present.
been formulared as a possible mecha
exporr revenues for SADCC narions,
development priorities. In parricu
perceived problem of foreign exchan
the exporr sector. Through PERF, e
obtain foreign exchange credits to
and orher recurrent inputs needed ¢t
Foreign exchange financing for capi

sults of a survey of exporting
financial institutions and

es of rhe Southern Africa region

abwe), The srudy was

rnational Development.'s Zimbabwe

repared by a Deloitte Haskins &

rm's Harare, Blanryre/Lilongwe,
The DH&S effort was supported

arare, acting as a subconrractor,

tudy as one parw of
a "Pre-Export Revolving Fund®
of the Southern Africa

(SADCC) region., Based on
srudy, the PERF concepr. had
nism to help promote growth of
one of the region's key
lar PERF would address the
ge shortages as a constraint ro
Xporting firms would be able ro
finance imporrt of raw marerials
O produce exporr commodiries.
tal equipmenr, hovever, would be

excluded from rhe PERF program , {ihile the derailed PERF operar.ing

mechanism remains to be worked out:,
principle, PERF would be administer
offshore bank; would run on conmerc
marker. rares of interest); would in
acting as correspondents of the of £
exporting firms; and would fearure

for imporr licensing and access to

would also involve a retention elem
resources, and perhaps a measure of
rerenrion as well as an incentive r

Purpose of DH&S Survey

The DH&S survey was intended t.o pro
informarion to contribute to the ov
Specifically, DH&S was instrucred t

* Project rhe financial demand f

ir is undersrood that, in
ed on a regioral basis by an
ial lines (ie non-subsidized,
volve local commercial banks
-sliore barnk in dealings wirth the
streamlined approval procedures
foreign axchange. The Fund
ent. fto increase overall PERF
firm=-specific foreign exchange
O participants,

vide four different elements of
erall PERF design program.
0 :=

or PZRF resources among eligible

firms in Malawi, Mozambique, Tanzania and zimbabwe for rhe

period 1989 through to 1993, |
projecred demand by country, s
group,

ncluding disaggregarions of this
ecror, size group and ownership



B.

* Esrimare rhe imporr conrenr Of exporr commodirics which would
be generared by PERF, disaggregared by counrry and secror.

* Esrjmate rhe cycle rimes (ie period between credir. drawn-down
and receipr of exporr proceeds) required by exporring firms to
repay ~he PERF credirs exrended ro finance imporred inpurs.,

* Present derailed descriprions of current procedures,
regulacions and insrirurional responsibiliries concerning
imporring, exporring and foreign exchange rransacrions.

Ir. is understood rhat the firsrt rhree estimares or projecrions
would be used by USAID/Zimbabue's furure PERF operaring mechanism
consulrants to devalop a financial model of the proposed Fund. The
ser of procedural and insrirurional descriprions would be used by
USAID/Zimbabwe as background informarion for the negoriarions it
would undertake wirh governmenrs of counrries parriciparing in PERF
ained ar establishing an efficient adminisrrarive envirormenr for

rhe Fund.

STUDY APPROACH

Identifying Potential PERF Users

a»n inirial problem for rhe DH&S srudy ream was fo define, ir each
country, rhe "universe® of porential PERF users whose demand for
PFRF foreign exchange resources would be represenred in our surveys
of firms. Early in rhe srudy, through discussions wirh
US:ID/Zimbabwe, a series of crireria was esrablished ro clarify
probable firm-level eligibiliry standards for parricipation in
PFRF. These crireria reflecr. USAID's overall policy gquidelines for
exrension of developmenr assisrance for parastatal enrerprises.
They also reflecr perceprions of rhe kinds of operavions likely ro
fir the streamlinaed, revolving, off-shore foreign exchange supply
mechanism thar. PERF was inrended to be. 1In brief, in any of rhe
four study counrries, for cligibiliry for parriciparion in PERF, an
enrerprise would need ro be :-

* a privare gecror firm (defined as featuring ar leasr 50%
privare ownership); or

* a parasratal enrerprise expressly certified as eligible
for PERF by a Cenrer for Privarization consulring ream
acring in parallel ro rhe DH&S effort; and

* a direcr exporter, irself exporting producrs or
commodities (no “indirecr® exporters) whose exporr sale
proceeds could he ultimarely deposited in rhe PERF
off-shore accounr; and

* a direct imporrer, irself importing inpurs ro incorporare
in irs exporr producrion (no "indirect® imporrers); and

* rypically experiencing a cycle period of 10 more rhan 12
monrths in which ro recaprure,rhrough its exporr proceeds,
rthe foreign exchange expended for imporred inpurs; and



* in principle able ro relare imporred inpurs financed
under PERF o specific exporr rransactions,

Nere rhat in rhe caregory of *direct exporters®, DH&S included borh
firms actually exporring at present, and those wirh exporring
porentrjal -- ie producing producrs which appeared ro have export

possibilirties,

Exporr. revolving fund arrangements such as PERF are normally
associated with exporr manufacture. However, USAID/Zimbabwe and
DH&S believed thar, if feasible, the benefits of a PERF should be
extended as widely as possible. Consequently, it was agreed rhat
in its definition of the universe of porential PERF users DH&S
would include notf. only enterprises in export manufacrure, but also
those in export agriculture and export mining which metr the above

criteria.

The Survey Effort

In each of the four study countries, DH&S conducted its survey
along roughly rhe same lines. First, wirh assistance from local
business organizarions, government or donor agencies, financial
insrirurions and knowledgeable individuals, a proposed sample of
exporring firms ro be surveyed was drawn up. This sample was
selecred somewhar subjectively, but was inrtended ro be as
represenrarive as possible of rhe universe of eligible PERF users,
as defined by the criteria laid down earlier. Secondly, contacr
was made with sample firms, the purposes of the study explained,
and a formal quesrionnaire was submitted for rheir consideration.
The questionnaire was designed to elicit quanrirarive dara (foreign
exchange demand, import content, cycle times) and serve as a basis
for discussion of overall exporr secror condirions. Firms were
urged ro f£fill outr the questionnaire eirher wirh assisrtance from a
DH&S sraff person or independently, as preferred. Thirdly,
follow~up meet.ings were held with many respondenr firms ro clarify
and elaborate on data provided. Finally, addirional meerings were
held wirh selected private and public secror organizarions to
review issues raised by the survey and to confirm DH&S analysis and
conclusions based on survey results,

The characreristics of the four country samples, and rthe details of
rhe respective sample selection methodologies and conducr. of the
survey in the four study counrries are ourlined further below. The
PERF survey questionnaire, applied in all four srudy counrries, is
arrached in Appendix A. Note that a Porrugese version of rhe
quesrionnaire was prepared for use in Mozambique.
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CONFIDENTIALITY OF DATA

HNHuch of rhe infomarion requesred of the firms Surveyed by DHes js
sensirtive : firm size, rurnover, exporr sales rargers and rhe
like. DI&s assured all privare firms conracred rhar
confidencialicy of rheir responses would be méinrained,
Accordingly, while quesrionnaires, workpapers and nores for firms
inrervieved have been kepr. on file, Survey dara are presenred in
rhis srudy largely wirhour idennifying individual firms by name.
The principal eéxceprion ro this gquideline concerns the various
parasraral eénrerprises, for which financial and other informarion
are publicly available,

STRUCTURE OF THE STUDY

This srudy is divided inro five chaprers, in addirion ro rhe
presenr one. An *Overview of Srudy Findings*® immedianely follows,
Summarizing and analyzing rhe overall resulrs of the PERF Surveys,
Afrer rhis Overview, a serjes of four "Counrry Survey*

chaprers is Presenred. These chaprers are lajg our. in a common
formar, First, a country's exporr. sector is briefly described in

sample firms face, Hexr, the country's €xporr, import and foreign
exchange-relareg regularions and procedures are derailed, The
characrerisrics of rhe survey countrry's sample and irs sanple
selecrion process are rhen examined, Lasr of all, rhe
counrry-cpecific resulrs of rhe survey are reporred, and pnss!
fqUanrirarive ang qualirarjve conclusions are explained.

Finally, following rhe counrry survey chaprers, a range of four
Appendices are arcached, most of rhem conraining detajiled notes
perraining ro eéxporr. and import licensing procedures,
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OVERVIEW OF STUDY FINDINGS
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A,

CHAPTER II

OVERVIEW OP STUDY PINDINGS

QUANTITATIVE SURVEY CCCLUSIONS

Firm Level Demand for PERF

Total Demand

Pased on the responses of the sample of firms DH&S has
inrerviewed, we have identified a demand for a PERF-sryle export
revolving fund in two of the four survey countries : Mozambique
and Tanzania (Exhibit II - 1). 1In order-of-magnitude terms, we
esrimate rhis demand at about US$ 3 million (Tanzania) and us$ 13
million (Mozambique) in 1989, rising to US$ 12 million (Tanzania)
an¢ US$ 30 millicn (Mozambique) in 1993,

For rhe other two survey countries, Malawi and Zimbabwe, we
rerceive no demand for PERF. In Zimvabwe, the exisring EXxport
Revolving Fund (originally set up with World Bank assistance) at
present. appears to be adegquately meering the demand of exporters
for imported raw materials and other inputs, In Malawi, a
proposed "Malawi Export Revolving Fund" (MERF) with a
capiralization of US$ 25 million to Us$ 35 million is to be
esrablished before the end of 1988 as part. of a World
Rank-sponsoured industrial sector and rrade liberalization reform
package. This MERF should be sufficienr. ro meet exporrers' needs
for imported inputs,

Demand by Sector, Ownership and Pirm-Size

Assuming the distribution of demand wirhin the toral population of
PLRF users in Mozambique and Tanzania approximates rhe
disrriburion of demand evident in the two respective country
sanples, manufacturing exporcers would be the principal
parricipants in PERP. Their demand account for 70% ro 85% of ,
roral demand for PERF. Agro-processors -- rea processors, sisal
fibre producers, edible oil producers, seedbean processors and
orhers -- would account for the balance. In Tanzania the export
mineral industry (rock salt producer) would have a very modest
requirement. for PERF resources.

Ny ownership, private sector exporting firms would generare the
wulk of demand for PERF. Public secror firms would account for 5%
(19€9) to 30% (1%93) of PERF demand (assuming again rhe same
proportional distribution of demand for all users as rhat
esrimated for the country samples). The public secror firm share
of demand would arise not only from cthe seven parastaral
enrerprises in Mozambique and Tanzania identified by rhe Center
for privatizetion team as eligible for PERF, but also from other
public sector firms which over time rransform themselves
sufficiently to qualify for PERF.

Pased on the distribution of demand for PERF among firms ;
inrerviewed, by firm-size small to medium scale enterprises
(berween 100 and 1 000 employees) would account for 75% to R5% of
roral PERF demand.

Lxhibit IT - 1 presents details of the ahove.

II -1
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AT 0 2 e Rl B S S | S2JuTeV SURVSY CF PERF DEMANC
“alan: LT M |1 TARIANI SIMSABWD TOTAL

Firms Suowittirg Ques-jonnaires 14 14 n 13 58
® By Sector

- Agro-rrocessing 5 7 2 19

- "anufacruring 9 9 9 11 38

- Mirinc - - 1 - 1
¢ By Ownership .

- Privare Secror 12 11 15 12 50

- Public Secror . 2 3 2 1 8
® By Pirm-Size

= Less rhan 100 employees - - 4 1 S

- 101 ro 500 employees 6 7 7 4 24

= 501 ro 1 000 employees 1 1 1 4 7

- Over 1 000 employees 7 6 4 4 21

- Unknown - - 1 - 1
Additional Pite:r Interv:ewed/Mo Questionnaicre (a) S - - il pLy
* By Sector

~ haro-processing - - - 3 3

- Panufacruring H - - 5 10

- Mining - - - 1 1
* By Ownership

-~ Privare Secror 5 - - 9 14

~ Putlic fecror - - - - -
Additional Firms Contactec/vs Questionnaire (b) - S 2 12 19
¢ By Secror

~ haro Processing - - 1 3 4

~ Banufacruring - 5 1 15

- Mining - - - -
TOTAL SURVEY PImnms ' 19 19 19 EN) 9

(a) ror ralawij, represents firms intervjewed by telephone, but which were not requested to fill in
4 quesrignnaire. for Zimbabwe fepresencs firms which wvere inicjally interviewed by DHLS but ac
the end of the interview coacluded cthey had no demand for PERF resources.

{b) Represents firms vhich originally promised to patcicipate in che PERP survey and received
quescionnaires but ulcimarely did not return these to vhe DHLS Survey teax.

Source : nEgc



EXHIBIT II - 2
memmmmmmm

TPART CONTENT (%) (a) CYCLE TIMES (MINTHS) (b)
MOZAMBIQUE  TANZANIA  ZIMBABWE MALAWT MOZN'SIQUE TANZANIA  ZUBABE

HALAX
Average 38 4 3040 40 6 9 5-6 3-6
Range 3-80 8-80 (c) 10-30 2-80 6-8 6-18 39 18

Selected Export Products

* Agriculrural icplemenrs 27
* Canned foods 80
* Plywood 25
* Polyrropylene nerring 75
* Copxa 8 12

* Corron yarn 29 12

* Zalvanized zipo n 6

* Bicycle cires 40 13 -
* Plasric ware

* Sisal fibre

* Seed beans

* Vegecable oil

* Cloching

* Packaging

* Processed foods
* Stock feeds

Ao

¥BES
L XX Y-

n88Y
[l -

(a) Represencs only inpues impocted direcrly by companies for incorpoaracion into exporr production. Camputed as
valmoflnpoctedinpmasapermofsm;zlceofexpoccgm hto\-hid‘nﬂuyatebnrptratad.

(5) represenrs rize period berveen crawn-down of a credir. for nurchase of imporred inpurs for export. production and
receipr. of exporr. proceeds.

(c) Excludes ane respondent which specified 94% import concent (manufacrure of elecrranic cahles) probably a
calcularion error.

e PERF £ - dara,



Other Key PERF Parameters

Import Content

Inpurs directly imported by exporrers for incorporarion in their
exporr producrion ("import conrenr") appear on average to account
for roughly 30% ro 45¢ of rhe FOB value of goods produced (Exhibit
IT - 2). The overall range of import conrenr shares runs from a
low of 2% (srock feeds, Zimbahwe) ro a high of over 80% (plasrics
manufacrure, Tanzania; packaginy, Zimbabwe), Import conrent for
mosr. agro-processing firms is probably abour 15% to 35%, Imporr.
probably falls within abour 302 ro 65%. Imporr contenr figures
are of course in part a funcrion of rhe opporruniries for local
sourcing of inputs : for example a clorhing manufacturer in
Zinbabwe reports an import conrenr of 53%, while another in Malawi
specifies a proportion of 75%g.

Cycle Times

Cycle rimes represent the period between draw-down of credir to
purchase imported inputs for exporr producrion and receipr of the
proceeds of the sale of rhe exporr. irems produced, Cycle t.imes
reporred by firms surveyed range from 1 montl (srock feeds,
Zimbabwe) ro 18 months (rea manufacturer, Ylozambique)., 71n
general, cycle times appear to be roughly 6 moncths for many firms
in *alawi, Tanzania and Zimbabwe (Exhibir 11 - 2). In ll'ozambique,
they are markedly longer -- probably closer ro 9 months Or more on
average. The more extended !lozambique cycle times may arise from
rhe gnneral economic disarray in the counrry and conrinuing
disruprions to ics transporrarion and trade cvstems,

QUALITATIVE SURVEY CONCLUSIONS

General Findings

An inreresting set of consisrent responses ariscs from our
discussions abous: export. secror condirions wirh firms
parricipating in our Survey. Major findings include :-

Domestic Market Orientation (Exporting as a *Sideline")

lHany non-craditional exporcer firms we e“counrered repeatedly made
the point wo us rhat the attracrion of exporring for them is the
foreian exchange rthey are able to generate through retenrion
Schemnes. Export markets, they emphasize, arce more demanding and
lover vriced chan domestic markers, and often require sales on a
marginal cost baisis to be comperirive ., ithour rthe incentive of
forcign exchange earnirgs -~-- which rhey can use to buy spares and
raw marerials for more ptofitable domestic marker producrion --
many firms would nct be exporrers. Exceprions exisr of course
(garmenr manufacturers in Zimbabwe and nalawi for example). Bur
rhis general partern of a domesric marker oricntarion even among
éxporrers underlines vhe narure of rhe incenrives that the )
exisring srrucrure of indusrrial and rrade sccror policies sends
O producers in the survey counfrries,
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Complex of Exporting Constraints

While lack of foreign exchange to import inputs is definirely a
proL.lcii for some exporters, it is worthwhile ro note that the PERF
survey reveals rhat the export ceckor confronts a complex of
consrraints to exporting. Among others chese include domestic
liquidiry problems; out-moded and inefficienr plant and equipment.
and procduction technology; unreliable and high cost
transporration; overall lack of export incentives; administrarive
and procedural delays for financing and licensing of export.
producrion and imported inputs i- requires; and lack of knowledge
abour. markers and quality and design standards. tioreover, a major
consrrainr. to exporrting in the natural marker for most PERF survey
firms -- rhe regional Preferential Trade Area -- is the fact thar
prospecrive cliencs and their governments lack foreign exchange ro
imporr., Therefore, even if a regional PERF vere to be
esctatlished, it is unlikely that it in itself would generate a
major increase jin exprrt volumes.

Need for Capital Rehabilitation

Reint~rcing the point made above, many firms indicated that one of
their firemost priorities is to obtain foreign exchange ro
rehahilirate existing plant and equipment. Given years of
economic decline and strict foreign exchange rationing, firms have
been unable ro properly maintain or replace their equipment, Hany
speculare wherher or not they would be able ro sustain production
to rake advantage of major export opportuniries, should such
opporruniries be presented to them. And they also wonder whether,
vithour substantial capital investment in new plant and equipmenrt,
rhey would be able to benefit fully from access to PERF resources.

Need for Spare Parts

Firms indicate, nearly unanimously, that their first priority
imporred input requirements are spare parts for equipment and
machinery. They urge that a PERF should esrablish as one of its
primary functions the provision of foreign exchange for
imporrarion of spares.

Maze of Export Support Programs

Exporring firms participating in the survey in all four countries
descrited to us the maze of incentive schemes, import support
mechanisms and special foreign exchange allocation procedures thar
they face. Though these iniciacives are all designed to supporr
the exporrer, the array of individual objectives, requirements,
procedures and restricrions they involve adds to the complexity of
exporring., It also increases costs, for ofren only senior
managerenr. can manoevre through rhe adminisrrative strucrure of
€éXporr support programs, a time-consuming diversion rrom
manacenenr's principal task of running business operations,

Survey respondents advise donor agencies concerned with exporting
to work wirh narional governments and each orher to coordinate and
simplify rrograms for the export sector. ‘
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Importance of Indirect Expor cers

Many firms emphasized that indirect exporters are imrortanr acrors
in rhe exporr seccor and should not be excluded from the benefits
of a PERF program. The poinr. our rhar indirect exporrers can
range from manufaccurers of packaging (cans, corrugared boxes,
plastic bagging), ro producers of ra: irarerials sold domestically
for further processing and export (eg sisal), to rransport
operacors who are crirical ro exporring process, These indirect
exporters have their own requirements for imported raw marerials
and spares, which if unmer, bring the exporr sector ro a halt,
Cerrain respondents poinred our, moreover, that exclusion of
indirecr exporters from the benefits of export supporr. programs
can have perverse effectg : some firms may pass Up opporrunities
ro sell an agricultural comnodity ro douestic pProcessors in favor
of direct export sale of rhe commodiry in an unprocessed form in
order to obrain retention foreign exchange allocations available
only to direcr exporters. national value-added is diminisied as a
result, Others suggested thar the PERF rrinciple of requiring
participants fo import direcrly, which reduces che role of rhe
indirect eéxporter, mighr lead ro increased costs : for example,
excluded from participation in PERF, indirect exporter firms would
rend co carry smalle- inventories of Spares, packaging and other
irems sold to the export sector, leading in turn to shortages and
inefficiencies.

Foreign Exchange for Priority Exporters

tthile foreign exchange for imported inputs is a consrrainr for
Some exporters, this is not the case for all of them. Leaving
Zimbabwe and its ERF aside, a number of firms in Nalawi, Tanzania
and lo:ambique indicated thar ar. oresenr. rhey had access ro
sufficient foreign exchange for imporration of exporr-related
inpurs, and that conditions of “freely available foreign exchange®
would not improve their performance. These firms tended to be
larger enterprises, both public secror and private, rhe larter
ofren with mulcinational connecrions, Also rhese firms were
frequently involved in exporr. of rhe rradirional straregic
products : tea, Sugar, corron, cashew and rhe like. Their access
to foreign exchange appears in some cases to be the result of
special agreements outside normal allocation channels rhar larger,
more established and important exporting firms can srrike with
governments, The relartively more favored foreign exchange
position of various larger exporters is consistent wirh the facr
thar most of the demand for PERF estimated in the survey arises
from medium-sized firms,
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Uncertain Operating Environment for Exporters

The survey highlights rhe fact that exporrers in rhe region,
especially in countries such a. Tanzania and Mozambique, operate
under very uncertain circumsrances., Years of economic decline
(severe in Mozambique and Tanzania, less s»2 in lalawi), disruprion
to rransporr. and impacrs of ineffective governmenr policies have
made business operations a marrer of survival from day to day. 1In
such an environmenr planning and developmenr of business
srraregies "1ive little relevance. Cunsequenrly, ar presenr many
firms -- especially in Mozambique and Tanzania -- are probably
unprepared organizationally and psychologically ro undertake major
exporr expansions, even with access to PERT resources. One
fallour. from this srate of affairs is that thc levels of export
performance rhar many firms have projecred for rhe PERF survey are
no doubr highly optimistic and impractical. '’e have atrempred to
"correcr" for such over-oprimism in our PrPF demand estimares, bur
some measure of unrealistic exporr expecrarions may still remain.

Skeptical View of PERP Administrative Mechanism

While many firms were enthusiasric about rhe PCRF concepr, a
significant number of respondenrs raised guesrions about. rhe
pracricality of the adminisrrative and oraanizarional framecwork
thar PLRF proposes. 1In shorr, many f£irms felr ir unlikely chat
their governmencs ~- and especially their cenrral banks -- would
accepr rhe role of relacive non-involvemenr for rhem rhar is
envisaged in PERF. All predicared a hard neaoriarion for USAID
wich cenrral banks to esrablish rjie PERF operaring mechanism thar
we described,

Country-Specific Pindings

The PERF survey also gives rise to certain counrry-specific
findings of nore, among them :-

Malawi

* PTA - exporters expressed considerable frusrration over the
Preferential Trade Area, which they say has led to no easing
of trade restrictions or improvement. of rrade flows -- and
poinr. our that Malawi's trade with Zimbalbwe has acrually
declined under PTA.

* Garment induscry =~ Survey respondents indicared thar certain
overseas garment. industry operators arc interested in Malawi
4s a new "non-quota® location for development of garment
production for the United States marker, anéd in facr some
CTH (cur/make/trim) operations exporring to cthe U,S. have
already ser up,

Mozambique
* Sourh Africa - The Republic of South Africa is an importanr
export marker. and source of inputs for i'‘orzambique exporrers,

and many expressed dismay ar the idea of PCRF restricring
sales or purchases from RSA.
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EXHIBIT IT » 1
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(Us $ Million)

MALALT 10ZAMBIQUE TAIZANTIA ZIBARYE TOTAL TSVEY

1989 1993 1989 1923 1989 1993 1982 1993 1989 1993

Total Demand - - 12,2 30.2 3.9 12.0 - - 16.5 42.0
By Sector

* Agro-processing - - 1.7 3.1 0.2 3.6 - - 2.6 11.7

* Yanufacruring - - 11.3 21.9 2.1 3.4 - - 13.4 3C.3

* tining - - - - (a) (a) = - (a) (a)

By Firm Ownership

* Privare Secror - - . 13.0 24.6 2.1 7.7 - - 15.1 32.3
* public Sector - - - 5.4 0.9 4.3 - - 0.9 9.7
By Pim Size
{employees)
* Less than 100 - - - - (a) (a) - - (a) (a)
* 103 - Sqn - - 208 12.2 2.7 10.6 - - 5-5 22-8
* 501 - 1 000 - - 8.4 8.8 - - - - 8.4 8.8
* Qver 1 000 - - 1.8 10.0 0.3 1.4 - - 2.1 11.4

(3) tess ~han us} 125 a0

:’mrce:adaibifslv—mamv-s.



* Local foreign exchange sales - Several sample firms have
significanct hard currency earnings from "exporting" to
‘iozambique's domesric market where they are paid in foreign
exchange (clienrs rend to be donor agencies or the Lojas
Ffrancas Shops).

Tanzania

* Seed Capital Revolving Scheme (SCRS) - SCRS has contractred
vith a toral of 46 exporter firms, and rhe scheme has
clearly benefired many participancts, although a sianificanc
share of SCRS firms have not yet exporred according to rheir
projecred export commitmenrs.,

* Local currency liquidity - Several exporters emphasized thar
Tanzania's Economic Recovery Program has led to a Tsh
liquidity crises for several firms, so thar, even if they
receive cthem, they are unable to provide the local currency
cover required for foreign exchange allocations.

Zimbabwe

* Transportation - Exporters specified that the high cost of
air freight transport is a major constraint to exporting,
and offered that a major export drive would be limired by
rhe poor statre of Zimbabwe's transport., especially vehicle
spares,

* Adniniscrative constraints - Exporting firms praised the
cfficiency and responsiveness of the rxporr Revolving Fund,
bur maintained that the other systems (imporr control in
particular) are a major constraint to economic activity,

SURVEY METHOD

PERF Survey Pirms

The PIRF survey involved contacts with a toral of 91 companies in
the four survey countries. Of rhis number, 58 firms suomitted
derailed questionnaire responses and another 14 firms parricipated
in inrerviews regarding potential demand for PCRF and expore
secror constraints, Another 19 firms promised ro return rhe PERF
quesrionnaire, but did not do so.

The characteristics of firms participating in rhe survey (secror,
firm-size, ownership) are summarized in Exhibifr IT - 3, All 9
paresrtaral firms cerrified as eligible for rrarricipation in PERF
were contacted and 7 rerurned questionnaires.
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3.

Sample Selection

In all PERF survey counrries, rhe selection of the sample was
somewhat subjective, bur wirh rhe aim of developing a group of
firms to survey which would be as represencarive as possible of
rhe porential PERF user popularion, 1In parricular, ve sought to
select a sample presenring a good cross-section of (1) rhe full
array of major products and commodities exported by the privace
sccror and (2) rhe full range of conditions existing in the
privare export sector (eg firan-size; foreign-owned firms/locally
ovned firms; geographical dispersion, if possible; participation
in exisring revolving funds). care vas also taken to include some
i-orential exporters as well as actual exporrers in the sample,

DII&S survey teams relied on exporter rosters and the opinion of
l.lnowledgeable privare and public secror inlividuals concerned with
rhe exporc sector to help inirially in selccting the samples, and
rhen to reconfirm the "represenrariveness® of the targerred firms
once rhe survey was undervay.

Demand Estimation

In all four survey countries, the DH&S survey teams used a
uestionnaire designed, among other points, ro contrast & *Rest.
Case® scenario for eéxporrers with rtheir "Base Case® scenario. The
""est Case® asked the respondenr to projecr his exporec performance
for rhe period 1389 through 1993 assuming conditions of “freely
«vailable foreign exchange® for purchase of imported inputs., The
"rase Case" asked him by conrrast to project his export
rerformance under roughly a continuation of pres~nt conditions of
foreign exchange availabiliry, fThe difference between rhe rwo
would be rhe yearly "ner increase” in exporr. revenues atrribucable
ro introduction of a PERP -- the source of "freely available
foreign exchanqge® for imporred inputs,

Uting the exporter's egtimates of import content for his export.
Froduct or commodity, the annual net increases in eXporr. revenues
were then converted to rheir imported-input-equivalenc value in
foreign exchange, Applying the exporter's estimates of cvcle
cime, annual foreign exchange values were reduced to the net
amount of foreign exchange required ro ncer annual imported input
nceds, afrer the effecrs of cycling of funis were taken into
wccount. The result wvas a sample firm's projected demand for PERF
is a given future year,

For the rwo countries in which some demand for PERF appears ro be
presenr, llozambique and Tanzania, a disrincrion was made between
firms' ®"nominal® demand for PERF -- their srared demand -- and an
"effective® demand for PCRF. The latter represencs an across-rhe
-l.0ard reducrion of nominal demand by a facror of 40% to adjust
[or suspected over-opr.imism on rhe parr. responding firms. The 40%
facror roughly reflects the share of firms enrolled in Tanzania's
Sced Capital Revolving Scheme, which ar lasr report had nor yer
acrually achieved an exporr. sale,
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Finally, the "effective® demand for PERF among sample firms was
extrapolated to the whole of the porential PER: user population.
In Hozambique this was done by building upon the sample firms'
estimated proportional share of all exports handled by all
potential PERF users. In Tanzania, this was done by employing
what we judge to be reasonable extrapolation factors to sample
firms' demand for PERF.

Limitationg of the Survey

In each of the four countries of the PERF demand scudy, every
effort. was made to conduct the survey in as objective and
impartial a manner as possible, in both sample selection and
organization and interpretacion of data flowing from survey
questionnaires and interviews. It must be recognized, however,
thar given constraints of time and budget and lack of basic
information on the export sectors of the four survey countries,
the PERF survey is essentially an impressionistic exercise rather
than a statistical one. As such, it provides useful insights into
operating conditions for exporting firms, and it furnishes a basis
for order-of-magnitude estimates of demand for PERF and other
quantative parameters (import content and cycle time) that would
shape PERF design.  But ultimately the guantative findings of the
PERF survey are fairly rough indicators and should be recognized
as such.

COUNSEL TO USAID

Based on the results of the PERF survey, we offer the following
counsel to USAID :=-

(1) For Malawi, in view of the imminent estrablishment of the
Malawi Export Revolving Fund, we recommend withdrawing any
plan to finance a PERF. If, contrary to our findings, the
capitalization of MERF proves inadequate to meet the needs
of exporters, the issue of Nalawi's participation in a PERF
could be reopened. In the meantime there are still a number
of conceptual and procedural questionmarks associated wirh
MERF's future operations. USAID/Zimbabwe's SADCC Regional
Program has already acquired in connection with PERF, a fair
amount of expertise on design of export revolving funds.
Hence, working with USAID/Malawi, the Regional Program could
make a useful contribution in assisting Government and the
World Bank set up the Malawi Export Revolving Fund to
operate in an efficient manner. The design of MERF mighr in
this respect be treated as a prototype ro be tested and
perhaps later "regionalized" as appropriare to serve several
SADCC countries.
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(3)

(5)

For Mozambique, in view of the positive indications of a
demand for PERF, we recommend proceeding with further design
work for the Fund. We signal caution, however. Not only is
the economic situation in lozambique obviously very fluid,
buc also export secror syscems and inscitutions -- notably
the Bank of Mozambique ~- will very likely be poorly suited
to the screamlined, commercially-oriented thrust of PERF.
Substantial and careful background design wock for PERF will
need to be done, Also, we recommend rhat PERF nor be
esrablished as a single inirjiative in Nozambique, but as one
of a series of measures -- including a proaram of firm=level
capital rehabilitation for example -- oriented toward
promocing the export sector.

For Tanzania, also in view of the positive indications of
demand for PERPF, we recommend proceeding with further design
work. 1In particular, we urge that an effort be made to
probe the Tanzania Seed Capital Revolving Scheme's
experience in detail and to incorporare that experience in
any future PERP mechanism . e would also counsel that, if
possible, a method for consolidating the two funds be
sought, or at least for coordinating rheir operations on a
working basis, Again, like Hozambique, we recommend that in
Tanzania PERF be one element of a set. of complemenrary
export. sector promotion measures,

For Zimbabwe, in view of the apparenc effectiveness of the
existing Export Revolving Fund, we recommend withdrawing
plans for introduction of PERF., We would suggest, however,
that USAID/Zimbabwe consider proposals put forth cto the DH&S
Survey team by firms and by the Reserve Bank to contribute
to a capital project-oriented fund, which would finance new
plant and equipment in foreign exchange for exporters;
and/or to a special *revolving fund® to provide foreign
exchange to purchase imporred spare parts for export
enterprises,

At a more eneral regional level, we would counsel USAID to
reconsider the ®regional* character of the PERF concepnt
proposed to date., ‘e Suspect that given the diversity of

- conditions in the Sapce region, an explicitly *sub-regional®

PERF directed to countries with reasonably similar
circumstances is in order : for example, export sector
promotion in the context of economics undergoing radical
reform through IMF/Wiorld Bank Economic Recovery Programs
(Tanzania and Mozambique inirially, perhaps at a later time
to include Zambia and Angola). Finally, on a truly regional
basis, USAID might consider a program of export secror
development through provision of a regional line of credit
for capital goods and Spare parts, plus production
engineering and marketing technical assistance to help
rehabilitate exporting firms. FEven in rhe relatively
limited scope of the PERF survey, the need for support on
these levels strongly emerges in economies as different.as
rthose of Hozambique and zimbabwe. Tccordingly, a regional
program might be useful and merits furrher examinatijon,
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CHAPTER III

MALAWI COUNTRY SURVEY

EXPORT SECTOR OVERVIEW

Macroeconomic Context

In che period 1978 - 1981 a combinacion of circumstances severely
sloved llalawi's economic growch, These circumsctances included
adverse movement in cterms of trade, increase in fuel prices,
disruption of che tradicional transport rouces through Mozambique
and poor weather conditions. All chese factors led ro sctructural
imbalances in Malawi's economy, boch internal (fiscal deficics)
and excernal (current account deficits),

Following the adoprion of a Struccural Adjusctment Program in 1981,
GDP growcth resumed in the period 1982 to 1985. However, cthe
closure of access to the Mozambique ports in 1985 led to increased
transporc costs for Malawi and general disrupcion to its economy
This cicuation has been furcher incensified over tne last three
years by increased Government expendicure on displaced persons
from ltlozambique, furcher decerioracion in exporc commodicy prices,
parcicularly cea, and significanc financial oucflows by Covernment
to supporc Malawi's major parascacal bodies.

Government has recognised chese problems and has taken a number of
Steps to rectify che sicuation, notably including chree
devaluacions of the Malawi Kwacha during tha lasc eighteen

monchs, Addicionally far-reaching measures are also presencly
being introduced asg part of an Enhanced Strucctural Adjuscmentc
Facilicty offered by che IMP, and in line wich an Industrial and
Trade Policy Adjusctment credit of US$ 175m to be provided through
the World Bank later chis yYear. The indusctrial sector and crade
regine adjustment measures proposed include:-

* Imporct liberalisation wich a target of full liberalisation
by December 1990.

* Tax reforms, including expansion of che surtax base, faster
ducy drawback for eéxporcers, a change in excise races from
ad rem co ad valorem, and reductions in imporct cariff levels.

* Removal of remaining price controls -- since 1981 aver 50
icems have been de-controlled and che presenct lisc comprises
only 4 items,

* Flexible exchange rate management to help mainctain Malawi's
exporc volumes,

* Reduccion in fiscal deficics through cucs in Government
expendicure.

* Several expor: promotion iniciatives, including che setcting
up of a Malawi Export Revolving Fund (“MERF").

Through these actions, Malawi anticipates real growth in GDP over
the nexct five years, a dramacic reduction in its inflacion race
from a presenc level of 26%, and progress towards a suscainable
excernal financial position.
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PERFORMANCE INDICATORS POR MALAWI 1984 - 1987

GDP (rate of change)

GDP Per Capita (rate of
change)

Govt. Deficit/GDP

l'ebit Service/GDP

Tebit Service/Exports

. tport.s/GDP
vports (rare of change)
iporr.s/GDP
‘porr.s (rare of change)

rrent. Accounr./GDP

yreign Exchange Reserves

‘ leeks of CIF Imports)
/ Esrimated

./ Projecred

“ource: World Bank Data

1984

4.5

N/A
- 8.5
10.7
37.6
28.4
24.4
26.4
-16.4

1.7

11,5

. III - 2

EXHIBIT III =~ 1

(PERCENT)
1985 1986
4,2 2,2
- 701 - 2-6
- 9,8 - 12.5
10.5 12.5
44.5 56.9
23.5 22,0
- 3-9 3.0
28,1 24.5
11-9 - 13.0
- 8.2 - 6.1
7.9 3.9

1987 a/

0.2

2.1

10.7

10.9

45.8

23.8

5.8

25.9

l.1

4.1

7.6

1988 b/

2.6

1.3

- 9.0
10.6
49.4
21,3
- 4.9
30.0
19.3

=-11,2

9.4



EXHIBIT III - 2

MALAWI'S DOMESTIC EXPORT PRODUCTION, BY MAJOR COMMODITY 1983 - 1986

(MK 000)

Ccommodiry 1983 1984 1985 1986

Tobacco 136 743 225 652 187 417 244 355
Tea 55 866 112 935 91 399 68 413
Sugar 27 052 28 916 44 420 39 925
Groundnur.s 2 886 1l 075 5 968 15 525
Corron 6 2 977 12 981 2 066
Beans and peas 9 644 6 379 8 275 9 053
Maize 11 238 28 477 29 427 13 518
Tung 396 492 213 241
Rice and cassava 202 913 309 1118
Cartle cake 637 43 42 1 500
Hides and skins 500 1 069 1 742 1 449
Coffee 1 991 4 335 11 577 22 525
Unbleached corron fabric 5 241 5 120 12 361 10 193
Prinred corron fabric ‘ 321 530 367 1l 169
Dyed corron fabtiric 1 210 864 476
Corron yarn 66 382 327 77
Orher commodirijies a/ 12 377 10 946 11 456 14 251
TOTAL 265 167 430 751 419 145 445 865
US$ (000) equivalenr 220 000 302 000 246 000 247 000

a/ See Exhibir III - 3 for derailed breakdown

Source : MNarional Statisrical Office
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EXHIBIT III - 3

BREAKDOWN OF MALAWI'S OTHER COMMODITY EXPORTS a/

1983 - 1986 (My 000)

1983 1984 1985 1986
Fish for aquaria or food 1 054 480 645 898
Fruirs and nurs 305 646 451 996
Mixrures of coffee and substitutes 735 746 373 73
Pepper, pimenro and spices 164 381 755 8oo
Cereals excluding maize 155 1 152 399 1174
Seeds, fruirs and other vegetables 1 242 1 524 2 200 1 952
Residues and food wasr.e 1 026 142 85 1 504
Pharmaccurical products 383 539 170 1 374
Essenrial oils, scenrs, toilerrijes 626 59 - 232
Rubber 290 494 1779 1 01s
Coriace, rope and cables 609 214 137 277
Apparel and clorhing 491 131 3 1l 519
Glycerol 537 953 1 650 1l 054
hoes and hLand rools 4 - 552 725
orher commodiries 4 756 3 485 2 257 658
(less rhan 'Ik500,000 each) 12 377 10 946 11 456 14 251

a/ Based on "Orher commodiries” in Exhibir 111 - 2

Source : ‘iarional Srtarisrical office
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EXHIBIT III - 4

DIRECTION OF MALAWI'S EXPORTS 1983 - 1986

(percent of total)
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Furchermore, early in 1988 cthe Government secured a debc
rescheduling programme which will reduce cthe debt service ratio
from over 50% in 1986, to around 30% by che early 1990's. The
chronic foreign exchange shorctages experienced during 1986 and
1987 have been relieved due to cthis rescheduling and furcher
assiscance packages. On balance cherefore, Malawi's present
economic sicuaction is looking more healthy than it has for some
tire. Exhibic III - 1 presents recent trends in selected Malawi
economic indicators.

Export Production

Rgricultural commodities account for cthe vast majority of Malawi's
exporc earnings (Exhibic III - 2)., 1In 1986 agricultural
commodities generated more than 89% of total export value, and in
1985 and the previous three years, this proportion was between 86%
and 93%, Of the agricultural commodities exporcted, tobacco, tea,
sugar and coffee generally constituce around 90% of value of all
agriculctural exports. These commodities are produced chiefly by
private commercial escates. Groundnuts, pulses, rice, maize and
cotcon are mostly produced by smallholder farmers. Until 1987 the
marketing of these products was conctrolled by the Agriculcural
Development and Marketing Corporacion (ADMARC), a parascatal

hody. The purchase and firsct sale of all smallholder Crops except
cotton and tobacco is now open to any Malawi citizen alonq wich
ADHMARC.

Malawi's major non-agriculctural exports have been coctton fabrics,
clocthing, fishing flies, glycerol, hoes ané hand tools and
pharmaceucicals, among others (Exhibits III -2 and III - 3). The
major non-agriculcural exporter is David tlhicehead, a texcile
manufacturer, and while che firm processes local cotcton it also
imports synt'.2tic yarns for blending. Other potencially
exportable produccts from Malawi include some processed food icems,
neccing products, leather goods, wooden furnicure, plywood and
blankets. Most of these products would be directed to che
SADCC/PTA regional market, The principal products for export
overseas are textiles, yarn, clocthing, fishing flies and wooden
furnicure. The EEC councries take over 50% of Malawi's exporcs.
Ocher significant markets include USA, South Africa and Japan
(Exhibic III - 4).

Public/Private Sector Roles in Exporting

The smallholder sector accounts for almost 80% of cocal
agricultural production, meeting the councry's demand for staple
foods (maize, beans, rice) and generacing cash crops, notak./
cotcton and tobacco, for sale to ADMARC.
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EXHIBIT III - 5

ADMARC - AGRICULTURAL COMMODITY EXPOKTS a/

1984 - 1987 Years ended 31 March (MK 000)

Cotton Groundnuts Tobacco Maize Rice General Total
Produce

1987 3 306 24 996 5 333 9 508 1 289 & 503 52 935

1986 11 887 4 891 3 637 12 446 86 1 494 34 441

Jags 6 213 2 343 -0 - 42 972 797 646 52 971

1984 196 5 684 -0 - 21 747 154 223 28 004

a/ Note that for commodities such as maize and rice, where ADMARC is

lalawi's sole exporter, it is not possible to comparo dara in Exhibir
IIT -~ 5 to those in Exhibit III - 3, due to the facr ADMARC accounts
are compiled according to different year ends relarive ro data of il
National Statistical oOffice.

Source : ADMARC published accounts
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EXHIBIT III - 6

MALAWI'S EXPORT LICENSING PROCEDURES

Do rhe goods to be exporred require a license? No - proceed ro
cusroms,

Yes
Obrain export license

Complere form 34 or form 36 and submit to customs for clearance
rogerher wirh CDI form

Arrange for cusroms ro examine rhe goods and certify details on
CDI form

Ensure rhat rhe sales invoice and certificare or origin are
included with the consignment

Complere rhe CDI form (for exchange control) and submit ro the
Reserve Bank of Malawi and Minisrry of Trade and Indusrry

Sell foreign currency proceeds ro authorised dealer immediarely

on receipt and norify same to RBM,

DH&S.

III - 8



NOTES TO Exhibit III - 6

A

F/G

The present licensing system is primarily used as a means of
monitoring the export of goods which are considered ro he of
strategic importance to Malawi. This is intended ro ensure
adequatre domestic supplies, ro maintain security and ro ensure
compliance with international sanitary regulations. & complete

_list. of goods requiring export. licences is given in Appendix B -1,

Most export licences fall under the administrative conrrol of the
Ministry of Trade, Indusrry and Tourism,

Form 34 (goods exported from open market) is a Bill of Cnrry which
should be complered and submirted in seven copies to Cusroms on
exportarion of goods which have been locally produced. Form 36
should be complered and submitted to Customs on exportarion of the
goods ex-bond.

Customs require an examination of all goods to be exporred. Where
goods are to be transpnrted by road, this would normally be at the
place of loading (eg Blantyre or Lilongwe) and the vehicle would
then be locked. A similar procedure applies to rail freight.

The certificate of origin is used by the importing courrry to
establish whether the goods are entitled to preferenrial duties.
In the case of exports to the EEC a EUR 1 Form should be complered,

Generally, exports are not permitted unless paymenr will be made
in an appropriate manner to a resident of Malawi within six months
of rhe date of exportation. If proceeds are nct received within
this six month period, an explanaiiion will be requiraed by the
Reserve Bank of Malawi.
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EXHIBIT IIXI - 7

MALAWI'S IMPORT APPROVAL SYSTEM
Nores Is irem ro be imported liberalised? Yes - see Exhibit III - 8

A tlo

Obrain pro-forma invoice from inrended
supplier and submit to a commercial
bank with requesr for foreign exchanqge,

B Request. approved No - re-submit
applicarion

C Yes

Order goods wirhin rhree monrhs of
approval emphasising essenrial
documentation required

D On arrival of goods, present all
relevanr. document.s ro cusroms at inland
porr. ro obrain cusroms clearance

All goods recelived No Delay in shipping Yes Await Receipr

Yes No
Short supply/goods
losr. in rransir?
EG&F Submit. form ®*E", invoice, customs proof Obtain foreign
of arrival and credir. nore (if exchange credirt
applicable) to the commercial bank note/insurance credit

note for shortfall

Remirtance approved?
Yes

G Instruct. rhe commercial bank on remittance
of funds wirhin six months of approval

Source : DH&S.,
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NOTES TO EXHIBIT III - 7

L

B.

C.

E.

g

The commercial bank forwards all such import. applications ro rhe
Reserve Bank of Malawi. RBM have stated that they will deal only
with the commercial banks and will ignore any applicarions
received direct from companies or individuals,

Some companies furnish details of the order quantity, the quantity
currently held in stock and the annual demand fto supporr rheir
application. RBM have indicated that although this informarion is
useful and interesting, it has little influence in obtaining
approval,

RBM do not. generally give reasons for rejecting applications.
Rejected applications may be resubmitted,

The suppliers must provide a certificate of origin, certificate of
value and an invoice (the pro-forma is not sufficient). The
carrier must also supply an advice not.e,

The four documents noted above must be presented to Customs ar the
internal port together with the bill of entry, an imporr licence,
(if relevant) and means of paying duty., For details of dury rates
and means of payment see Appendix B - 2,

Foreign exchange will only be approved for the payment of goods
which have physically arrived in Malawi. Thus if goods are losr
in transit, insurance proceeds should be receivable in foreign
currency o cover the shortfall.

Again, the forms submitted to the commercial bank will be
forwarded to RBM, who will in turn inform the commercial bank when
remittance is approved.

If payment. is by way of a bill of exchange it is likely thar rhe
bill will fall due before the remittance has been approved. 1In
this case, the funds will be debited to the client's account on
the due date and will be held in a bills suspense account, by the
bank, unril the approval to remit is received.

General

Current

Seneral
specifi
countri

ly approximately 85% of Malawi's imports are subject to the Cpen
Licence System. 1In addition to this there are thirty-four

¢ categories of goods and from which all goods from thirty-eighe
es requiring import licences from the Ministry of Trade Industry

and Tourism. Details are included at Appendix B - 3, Governmenr inrends
ro eliminate rhis requirement. for eight categories of goods and rwenry
rWo countries -~ the remaining requirements are to be maintained in rhe
interests of public health, safety and security,

Additional charges (eg freight, insurance, bill interest etc) musr be

separat.

ely approved by RBM. Approval is usually granted providing rhe

relevant documentation is complete and amounts are not excessive.

lovever
approve
vroform

» note thar supplier's interest for late payment is unlikely ro be
d unless the terms are specifically stated on the supplier's
a invoice,
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EXHIBIT III - 8

MALAWI'S LIBERALISED IMPORT APPROVAL SYSTEM
Obrain Proforma Invoice from intended
supplier and submit to a commercial bank
Request. approved by Cummercial Bank if

* Goods are on lisr of liberalised raw
marerials or spare parrs

* Cusromer is on list

* Cusromer has nor exceeded monrhly
Kwacha limir

Flow then conrinues as per Exhibir III - 7

Commercial banks norify RBM of orders approved

(A list of rhe major items' included on llalawi's
liberalised raw materials and liberalised spare parrs
list is included in Appendix B - 4)

Source : DH&S.
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Up until 1987 ADMARC alone could purchase smallholder surplus
production and has thus historically been the dominant parastatal
involved in exporting, With cercain crops such as maize and rice,
ADMARC has been the country's sole exporter. An indication of

"ADMARC's range of commodity exports is provided in

Exhibit I4I - 5. 1In the main, commodities purchased from
smallholders are not subject to primary processing prior to exporrt.

ADMARC's export role may diminish in future given the recent
granting of permission to private sector Malawi citizens to
purchase smallholder crops except tobacco and cotton, for resale.
However, growth of the private sector role imr this regard is
likely to be a gradual process as private firms slowly mobilize
resources over time -- especially working capital required for

marketing.
Parastatals other than ADMARC account for only a minimal
proportion of exports. This share, composed largely of hides and

skins exported by Cold Storage Company Limited, amounted to about
MK 2.4 million in 1986,

EXPORT TRANSACTIONS : MALAWI POLICIES AND PROCEDURES

Export and Import Licensing

The details of import and export licensing procedures for Malawi
are presented in Exhibit III - 6, III - 7 and III - 8 below.
Notes accompanying these exhibits provide additional elaboration
of the licensing systems. '

Note chat since February 1988, the first stages of import
liberalization in NMalawi have already gone into effect. Under
this first phase, prior approval is no longer required to obtain
foreign exchange for items representing about 25% of HMalawi's
import bill. These items include about 25% of various imported
rawv materials and spare parts, plus fertilizer and petroleum.
Under this new system Malawi's commercial banks give automatic
foreign exchange allocations to a selected group of firms wishing
to import the liberalized items. The system is to be gradually
extended to cover foreign exchange allocations for all imports by
the end of 1990.

MERF and Other Measures to Promote Exports

Certain continuing and recently introduced measures by Malawi's
Government are designed to promote export activities. Most
fundamentally, recognising the inhibiting impact of high transport
costs on the trade sector, Government continues to invest in che
Northern Corridor route to Tanzania and also in the rehabilitation
of the rail link to Nacala.

Also, Government has recently passed the Export Incentives Act of
1988 to make the legal framework and administrative procedures
affecting expofters more efficient. For example, the duty
drawback system has proved cumbersome and difficult to implement
in practice. Under the Export Incentives Act a mechanism is
provided to move away from specific import rebates to a system of
flat rebate by sector of production according to import content.
This should permit speedier recoupment of duty paid.
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The Act also allows a tax reduccion based on 4% of taxable income
derived from export sales, and requires the EXxport Promotion
Council cto provide technical assistance to exporters in such areas
as packaging, markecing and product diversification.

It is particularly nocable that the Act also envisages a Foreign
Exchange Revolving Fund which will be accessible to registered
exporters. The mechanism will be funded by Government and
administered by the Reserve Bank of Malawi, the latter receiving
instructions on the adminiscration of the Fund from the tlational
Export Policy Committee. This is a body chaired by the Secretary
to the President and Cabinet whose membership inoludes the General
lanager of the Reserve Bank and the General Manager of ADMARC.

This lalawi Export Revolving Fund (MERF) is designed to ensure
exporters have adequate access to foreign exchange during the
crade liberalisation period upon which Malawi is about to embark.
To capitalise the Fund, Government will use resources provided
expressly for this purpose within the World Bank's Industrial ang
Trade Policy Adjustment credic. (Initially USAID Malawi was to
provide co-financing for the World Bank program earmarked
especially for MERF. Iore recently -- June 1988 -- USAID's
funding link to HMERF has apparencly become less direct, though it
will concinue to participate significantly in co-financing the
Industrial and Trade Policy program).

The details of the IERF operating mechanism are presently being
formulated, but certain information has been released to the
commercial sector. We summarise below the key characteristics of
HERF as outlined in information publicly made available to date:-

* Capitalization of up to US$35 million;
* Operating as a separate account at the Reserve Bank of Malawi;
* Available to registered exporters, ie those registered with

the Malawi “xport Promotion council under the Export
Incentives Act;

* Approval by cthe Reserve Bank of Malawi required for exporcer
applications for MERF foreign exchange;

* Initially only available for raw materials and packaging but
planned eventually to include funding for spare parts and
capital equipmenc;

* Inputs which it will finance must not be available locally;

* Exports which it is to support must have minimum added value
of 30%;

* Foreign exchange allocations of up to 70% to 80% of FOB value

of the export items to be produced will be available through
MERF (Note that an 80% ¢f FOB value allocation would appear

to contradict the 30% minimum value-added standard cited in

the previous point);

* Certification of CDIs' by an exporter's bank before an export
is made, to confirm that export proceeds will be received
into Malawi;
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* Export proceeds to be received in Malawi 120 days after
scamping of the CDI by customs.

Although passed by Parliament, cthe commencement date of the Act
has yet to be gazetted. The text at present includes certain
ambiguities, particularly concerning the tax rebate and duty
refund systems, These will have to be ironed out before the Act
~-=- including the Export Revolving Fund and the other export
promotion measures -~ comes into force,

The Preferential Trade Area

The Preferentisl Trade Area fur Eastern and Southern African
States has been established as an instrument for restructuring the
economies of the participating countries, with a view to uplifting
the standards of 1living of the sub-region. The participating
countries are Ethiopia, Somalia, Uganda, Kenya, Tanzania, Malawi,
Zimbabwe, Zambia, Swaziland, Lesotho, Mauritius, Comorros Islands
Djibouti, Rwanda and Burundi. Madagascar, Mozambique, Botswana,
Angola and the Seychelles are observers and ootential members.

The programs and activities of the PTA are designed to accelerate
trade liberalisation measures in order to promote intra-PTA Member
State trade, and lessen dependence on South Africa. In this
connection measures have been taken to reduce tariffs and to
eliminate non-tariff barriers. The products affected and the
percentage tariff reductions are contained in a Common List.

A key PTA initiative has been the creation of the PTA Clearing
House. The objective of the PTA Clearing House is to encourage
the use of naticnal currencies in the settlement of intra-PTA
transactions, and thereby minimise the use of foreign exchange in
regional trade. 1In theory, the use of national currencies in
settling intra-PTA transactions should lead to the creation of
addicional liquidity for trade financing in the region and
therefore reduce the need for Member States to hold large foreign

exchange working bzlances. A: the end of a transaction period the -

settlement of outstanding balances is made in convertible
currencies,

The growth in intra-PTA trade has not materialised to the extent
envisaged. In Nalawi's case, exports to Zimbabwe have actually
declined from MK16 million in 1984 to MK9 million in 1986. From
discussions with the Ministry of Trade Industry and Tourism it
appears parcticipacing countries have not as yet formally
implemented the tariff reduction scheme, nor are they promoting
the use of the PTA Clearing House. It seems approvals to import
from PTA countries are no easier to obtain than approvals to
imporct from non-PTA countries,
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MALAWI SURVEY APPROACH

The Malawi Sample

The first task of the Malawi survey team lay in defining the type
of exporting organisations‘and export products we wished to
include in our populacion of potential PERF users, following which
we could proceed to compile a list of firms who met the criteria.

Initially we excluded from our population firms exporting tne
major Malawil products of tea, sugar and tobacco on the grounds
thac:-

" Such firms élready have priority access to foreign exchange;

* A major share of their inputs, fertiliser, chemicals,
packaging is bought locally;

* Although access to foreign exchange for the import needs of
these firms could be made less complicated, to do so it not
likely to enhance the value of commodities they export as
this is decermined by world market prices;

Having defined cthe encicies and narrowed the product range we
obtained information from the following sources :-

Reserve Bank of Malawi

lalawi Export Promotion Council

Chamber of Commerce

Hational Statiscical Office

IMANI DEVELOPMENT (Pvt) Ltd (our sub-contractor)
DH&S firm knowledge

* % * * » »

From chis information we compiled a list of all Malawi firms
(other than tobacco, tea and sugar exporters) who are currently
exporting and who appear to meet the proposed PERF eligibility
criteria. We attempted to reconcile che total exports of these
firms by value to official Government export statistics for all
items (other than tobacco, tea and sugar) for 1986, the most
recent full year available., Moderate differences (IK10million in
1986) were not considered significant. (It is likely that such
differences are due to the recording of some 1986 exports in 1987
due to the late submission of CNhI forms). We have subsequently
received an analysis of exports by product type from the MNational
Statiscical Office and it confirms that our list of exporting
firms accounts for all products other than tobacco, tea and sugar
presently exported from Malawi.

Following a review of parastatals and their eligibility to
parcticipate in PERF by the Center for Privatizacion, ve were
informed that two parastatals -- Wood Industry Corporation and
Admarc Canning Limited -- presently fulfil the PERF criteria.
They have therefore been included in our list of eligible PERF
users. Meither are presently significant exporcers.

III - 16



We also attempted to compile a list of potential exporcers who
might be encouraged to begin export activity with introduction of
an Export Revolving Fund, We turned to the same dara sources as
before. FPor example, we again reviewed the names of all
manufacturers registered with che Chamber of Commerce, &3 well as
our firm's local contacts and client list., We also re-examined the
IMANI DEVELOPMENT (Pvt) Ltd. list of Malawi's actual and potencial
exporters, and che Malawi Export Promotion Couiicil's list of
- registered exporters and ad-hoc exporters, As a resulc we believe
we have been able to extend our roster of possible PFRF users to
represent all firms even remotely likely to have significant
exports in the near to medium term. This actual/potential PERF
user population numbers about 70 firms in total, and includes
privace and public enterprises.

Malawi Sample Selection Methodology

Once we established the PERF- user population, the most important
cricerion we applied in selecting our sample was represencacion of
the full range of export commodities/products (excluding tobacco
tea, and sugar) handled by the private sector of Malawi. We also
consciously biased the sample ctowards inclusion of acctual or
potential exporting firms which, in our opinion had the highest
likelihood of genrerating export value in the near fucure.

From our list of about 70 actual and potential exporcter firms
developed as described above, we initially selected a sect of 12
firms representing textiles, garments, pulses, mecal products,
coffee, wood products, sundry other manufactured items (sporting
goods, nets) and minor agriculcural products (rubber and edible
nuts). We then categorized chese firms by size, according to a
criterion we believe is appropriate for the Malawi concexrc:

Exports
Actual/Pocencial
Employees (MK million)
Large > 400 >S5
Medium 100 - 400 5 =5
Small < 100 { -5

We also included the two approved parastatals in our sample.

Afcer discussions with USAID/Zimbabwe on their interestc in
excending our survey to the broadest range of eligible sectors, and
contrary to our initial decision, we expanded our sanple to firms
involved in tea, tobacco and sugar industry. We came to believe
this extension was correct from a sampling perspective in view of
the significance of tobacco, tea and sugar in Malawi exnorc
revenues and che fact that the majority of exporting firms for
these commodities are private sector. Hence, our sample as
extended included firms exporting the products menctioned above
plus:- )
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EXHIBIT III -9
mmwwmmg

FIZ1 D, TTDUSTRY PRIMNCTPAL PRODICTS GARHIP (% PRIVATE) SIZE
PPESINT TURLVER  (US$C00) 2PLS,
Tcrel Xoorrs
o | Agro-processing Yea, Coffee, Rutber 100% (&8% foreign] 13 723 2 145 600C
2 Agro processing Tea, tacadamia Nurs 100% 4 029 826 8363
g Manufacruring Fishing Flies, Orher Sporrs Goods 100% 153 123 10
7] Manufacruring “ea Machinery, Maize Mills, Windows .
and doors . 100% {10% foreign] 6 977 400 1z
M5 Manufacruring roles, Sawn Tinber, Furniture Nil 2 353 159 1172
"6 Agro rrocessing Suaar 50% [foreign] 26 277 14 400 11 2o
M7 AGQro rrocessirg hall, 3eans, Peas, Spices 100% 1177 300 130
!B “anufacruring Shirrs, shorrs, Trousers 100% 2 039 315‘
9 Manufacruring Processed Tobacco 100% [foreign] 3575 - 2
M10 AQro processing Canned Fruir and Vegerables Nil 471 157 )
18] Manufacruring Acriculrural Implements 60% [foreign] 1 059 336 150
M12 Manufacruring Texciles 51% [faceign] 28 930 8 225 4 om
13 . Manufacruring Nerring, Polypropylene sacks 51% [foreign] 5 099 1 210 k1]
M4 Manuifacruring Soaps, Edible Oils 100% [foreicn] 23 221 454 55



EXHIBIT III -10

EXPORT PRODUCTS/COMMODITIES
REPRESENTED IN MALAWI PERP DEMAND SURVEY

FIRM PRODUCT SURVEY COVERAGE
CODE
SITC HAME Q = Questrionnaire
CODE TI = Telephone
Inrterview
MA 1 0711 | Coffee )
0741 Tea )
2320 Nartural rubber G
MA 2 0577 Edible nuts (Macadamia) )
0741 Tea (special product) 0
4249 Nut oil 0
MA 3 8947 Sporting goods 0
MA 4 7272 Tea machinery Q
MA 5 2482 Sawn timber n
8219 Furniture Q
A 6 0612 Sugar 0
MA 7 0542 Pulses 2
0751 Spices/seeiis p)
MA 8 8434 Ladies skirts 0
HA 9 1212 ‘Stripped tobacco Q
MA 10 0565 Vegetable sauces 2
0583 Jams/marmalades 0
0585 Fruit juices Q
0589 Canned fruits 0
MA 11 6951 Hoes and hand tools D
7211 Other implements 0
MA 12 6513 Corron yarn q
6521 Cotton fabrics 0
MA 13 58Xx Polyprop bags o
6575 Twine/fish nett.ing n
MA 14 431X Glycerine o)
1A 15 851x Foorwear : TI
MA 16 0484 Confect.ionery (biscuits) TI
MA 17 696X Domesric ware (cutlery) TI
MA 18 6342 Plywood TI
TI

1A 19 541X Pharmaceuticals

Source: DH&S
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* Cne sugar producer =rcon3i.r, .:.ich accounts for the cotal

induscry;
* One tobacco processing ccmrany;
* Two significant tea estate:s (poth firms had already been

parct of the sample on grounds of ocher products they exporc).

Exhibic III - 9 presents the characteristics of our core sample of
14 firms.,

In addicion, we made telephone contact with certain ocher firms
(all privace) eicher currencly engaged in exporting on a small
scale or with potential to export. These contacts were made to
cover acctual/potenctial exports of cthe following products:
confecctionery items (biscuics), fooctwear, pharmaceuticals, and
plywood products. We questioned these firms regarding their
exporting plans and cheir opinions of export constraincs, but we
did not ask them to complete questionnaires for us. In total,
therefore, we received response either by questionnaire or by
telephone interview from 19 companies.

We consider chat our survey has chus covered all che major classes
of products or commodities actually exported or with potencial for
export from Malawi, emphasising those firms and product areas
which we believe have the maximum possibilities in the next five
years to increase export earnings.

We discussed our list of 14 core sample firms selected plus che
other 5 subsequencly interviewed with the Chamber of Commerce to
furcher confirm chat our objective of representing significanc
actual or potential export activity had been met.

The total number of export products or commodities covered in our
survey is presencted in Exhibic III - 10.

Conduct of the Malawi Survey

The Chief Execucive in each of our selected firms was contacted by
phone. The concept of PERF was described to him and he was
asked if his firm was willing to participate in the survey.

All chose contacted expressed their willinaness to participatce
alchough some wondered why a further survey was being conducced
approximately 13 moncths after a similar World Bank exercise and
shortly after documents setting out in outline che operating
mechanism for che Malawi Export Revolving Fund had been circulated
in the business community. Those who were aware of the MERF also
questioned why two operating mechanisms are necessary.

Following che phone conversation, questiounaires were despactched
and followed up with a personal interview with each chief
Executive/Senior Officer once the firm had completed the necessary
data. For those firms surveyed buct without asking for submission
of a questionnaire, our approach was to engage in an extensive
telephone interview. The interviewees were the Chief Execucives
of ctheir firms and our discussions with them focussed on firms'
evaluation of che need for PERF, exporting plans and input imporet
needs .
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D.

The results of the survey are reviewed in Section D and a detailed
analysis and commentary on industry factors in PERF demand .S
provided in Section E.

Limitationgs of the Malawi Survey

As our sample was selected subjectively, we recognize that
exctrapolacion of resulcts will not be statistically precige.
ltowever, we believe our conclusions will not greacly misstace the
potential demand for PERF, and if anything may overestimate demand
for PERF resources.

MALAWI SURVEY RESULTS
Estimate of pemand for PERF in Malawi
MERF and PERF

Our projection of demand for PERF in Malawi was complicated by che
fact that the Malawi Export Revolving Fund !MERF) has already been
agreed to by Government and is likely to begin operation before
the end of 1988. As has been noted above, this export revolving
fund has essentially the same purpose as that of PERF == providing
foreian exchange for purchase of imported inputs -- and is to be
capitalized at a level of US$25 million to US$35 million under che
World Bank's Industrial and Trade Policy Adjustment credit. all
firms eligible for PERF would also be eligible for MERF (although
the user population of the latter will be broader, since it
contains all public-sector-owned exporter firms as well as private
exporcters). Conseguently, any exporter demand DH&S identified for
PERF is simultaneously a demand for MERF,

We chose to deal with the MERF/PERF problem by asking survey
respondents to disregard both mechanisms in projecting their
future export targets and imported input needs. Because plans to
put MERF into action shortly have been widely reported in Malawi,
we were concerned that some sample companies would implicicly
anticipate the availability of MERF resources in responding to
questions of future foreign exchange needs, while others would
not. By asking sample firms to exclude consideration of MERF in
their projections of desired future levels of export producrion
and associated requirements for foreign exchange for imported
inputs, we arrive at a "clean® estimate of exporcer foreign
exchange demand over and ahove amounts presently available from
other sources,

laving developed this "clean” estimate of incremental foreign
exchange demand -- which we call a demand for PERF -- we can then
relacte it to the capitalization of MERF, although direct
comparisons are not meaningful since PERF-eligible firms are a
sub-set of the MERF user populacion. Based on this exercise, we
can chen roughly assess whecher and in what circumscances demand
for PERF might exisct in excess of MNERF resources,
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Estimate of Demand

We estimate ciie value of che incremental demand for foreign
exchange for imported inputs among PERF-eligible exporters in
Malawi to be about US$3.1 million in 1989 rising to abouct Us$7.2
million in 1993. This demand is incremental in that it is over
and above amounts of foreign exchange for imported imporcs
presencly available %o exporcters who would be eligible for PERF.
Assuming there is no major reduction in the fucure amouncs of
foreign exchange presently available to these exporcers, MERF
resources should be more chan sufficient to meet the needs of
exporter firms which would otherwise be users of PERF. Ve
therefore conclude that there is no immediace requirement for a
PERF in Malawi,

There are situations,'at least in theory, which would lead us to
modify cthis conclusion. One would be the case of dramatic grovch
in foreign exchange demand for imporced inputs among non-PERF
eligible users -- i.e. parastatal exporters. If this growth were
so large that it totally absorbed MERF funds, it would thus crowd
out cthe rest of che exporcing sectoi from access to MERF. This
seems highly unlikely.

A second situacion that could arise may be more realistic. It is
possible that with rapid liberalization of Malawi's impore
requlaticns, a sharp rise in import demand throughout the economy
will ensue. The result might be a subsvancial reduction in che
fucure levels of foreign exchange available to exporters comgared
to amouncs to which cthey presently have access. This outcome
would violace the assumption underlying the estimace of
incremencal demand for foreign exchange just sctacted above, and
render our conclusion invalid.

Unfortunactely, we do not know and cannot know how much pressure
woulé be put on MERF in chis sictuation: i.e. how much exporters
would find ctheir present non-MERF amounts of foreign exchange for
importing inputs disappearing under conditions of rapid
economy-wide increase in imports. We have, however, probed che
problem as follows. We assumed, first of all, chac che strategic
exporcs -~ cobacco, tea and sugar -- are likely to be guaranteed
access to foreign exchange from non-}ERF sources, particularly for
imporct of agriculcural inputs (fertilizer and chemicals)., Once
the inpuc demand of these export commodities is excluded, we
estimate che total export-related foreign-exchange-for-inpucs
demand of all ocher Halawi exporcers handling the nearly 30 ocher
export products/commodities represented in our survey to be about
US$5.2 million in 1989 and about US$10.6 million in 1993. We
emphagize cha: cthese are total, not incremental, foreign exchange
needs for import of inputs among exporters specified. These
figures do not of course include the export-related imporcted input
demand of parastatal enterprises, nor do they encompass such
demand by future exporters of products/commodities not represenced
in our survey: groundnuts and maize being the most significanc.
Despite these qualifications, we still suspect that funds
available in MERF will be adequate to meet the foreign exchange
demand of Malawi exporters' for imported inputs without recourse
to an infusion of PERF resources.
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Demand Estimation Procedures

In presenting the procedures we used to estimate demand for PERF
in Malawi, we have consolidated our information into a sect of 12
export products/commodities, or groups of products/commodicies.
We have also excluded any presentacion of total(rather cthan
‘incremental) export targets or input requiremencs for a
product/commodity or groups of products/commodities, This
approach has been adopted in order tO preserve confidentialicty of
Survey respondents' data, given the fact that in the context
Halawi's quite limiced export communicy, a more detailed breakdown
of information would permit relatively easy idencification of
performance targecs and input needs for individual firms,

The procedure we employed to estimate PERF demand on an
incremental basis. (US$3.1 million in 1989 and Us$7.2 million in
1993) is as follows:

* First we asked the 14 firms in our sample and those 5 firms
later interviewed to project their export turnover, by
export product, for the period 1989 through 1993 assuming a
continuation of roughly present conditions of foreign
exchange availabilicy. (e emphasized that this projection
should assume Do existence of the proposed Malawi Export
Revolving Fund for imported inputs. The result is our "Base
Case" projection of export revenues.

We next asked these firms to project their exporc turnover
for the same period, buc assuming a situation of full access
to as much foreign exchange as they might require when and
as needed to purchase imported inputs for their export
production. This we term the "Best Case" projection of
export revenues., We then computed the net differences
between the two cases. The results can be considered che
net increases in export revenue targets among sample firms
that the introduction of HERF or PERF resources would
generace, assuming no change in exiscting levels of foreign
exchange available to exporters,

* Second, we sought to extrapolate from the "Best Case" net
increases in eéxport revenues projected for sample firms to
"Best Case™ net increases in export revenues for all
enterprises exporting the same products/commodities. For
several classes of produccts/commodities our knowledge of the
industries concerned leads us to believe that our sample
firms include virtually all existing or potencial exporters
for that itenm, Hence, sample responses represent cotal
llalawi responses.
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EXHIBIT III - 11

PROJEZTSD NET INCREASE IN MALAWI EXPORT TURNOVER FOR
12 PRODUCTS/CIMMODITIES WITH FREELY AVAILABLE FOREIGN EXCHANGE
TO 2URCHASE IMPORTED INPUTS, 1989 AND 1993

(us$ '000)
PRCDUCT/COMMODITY 1939 1993
Sugar - -
Tobacco - -
Tea (Special product) 832 3 330
Coffee - -
Pulses 2 470 6 765
Wood producrs a/ a/
Texriles - -
Mecal produces 952 952
Orther agro-processed
producrs b/ 3 089 8 407
Garmenrs 3 528 8 238
Other manufacrured producrs s/ 1 556 3 432
Pharmaceuricals - -
Totral 12 427 31 124
SuEENN SE_”WER®R
a/ Included wirh ®Orher agro-processed products®
b/ Includes rinned producrts (jams, fruirs, erc.) and wood producets,
s/ Includes sporring goods and nerring producrs.
Source: DH&S based on Malawi PERF survey cdara.
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EXHIBIT III - 12

PROJECTED VALUE OF IMPORT CONTENT OF INCREASED
MALAWI EXPORT TURNODVER, 12 PRO;UCTS/COMMODITIES, 1989 AND 1993
’ (us$000)

IMPORT VALUE

PRODUCT/COIMODITY 1989 1993 IMPORT
CONTENT (%)
Sugar - - 15
Tobacco - - 3
Tea (Special producr) 100 400 12
Coffee - - 5
Pulses 124 338 5
Wood producrs a/ a/ 8-25
Textiles - - 5
!letal Products 238 238 25
Other agro-processed
products b/ 821 2 161 25-80
Garments 2 646 6 179 75
Other manufacrured
producrs ¢/ 1 165 2 554 40-75

Pharmaceuricals - -
Toral 5 094 11 870

a/ Included wirh "Other agro-processed products".

b/ Includes tinned producrs (Jjams, fruits, etc.) and wood producis.

</ Includes sporring goods and netting products.

Source: DH&S based on lMalawi PERF survey data.
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EXHIBIT III - t
MALAW CZCLE TIMES BY MAJOR EXPC:~. PRODUCT/COMMODITY

(Months)

PuCIUCT CYCLE

sucar

wisbacco

Ted

Coffee

fulses

Wood producrs

Texriles

Met.al producrs

Orher agro-processed producrs
Garments

Other manufacrured products
Pharmaceuricals

AN N DANTARRNOLT OV
!
-~
[ V]

Source: DH&S based on Malawi PERF survey data.
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EXHIBIT III - 14

PROJECTED NET VALUE OF MALAWI'S DEMAND FOR AN
EXPORT REVOLVING FUND BY EXPORTERS OF 12 MAJOR PRODUCTS/COMMODITIES

. 1989 AND 1993 a/
(us$000)
PRODUCT/COMMODITY 1989 1993
Sugar - -
Tobacco - -
Tea (special producr.) 50 200
Coffee - -
Pulses 62 169
Wlood products b/ b/ b/
Texriles - -
Heral producrs 119 ' 119
Orher agro-processed
products c/ 411 ) 1 o8l
Garmenr.s 1 323 : 3 090
Other Nanufactured
producrs da/ 1 165 2 554
Pharmaceuricals - -
Tot.al 3 130 7 213

a/ Assumes existing amounts of foreign exchange to purchase imported
inpurs for export producrion continue to be available t.o exporrers,

b/ Included with *"Other agro-processed products"
</ Includes tinned product.s (jams, fruits, etc.) and wood producrs,

a/ Includes sporting qoods and nerring products

Source: DH&S based on llalawi PERF survey data,
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Z.... 13 the case for example, w.:. zugar, wood produccs,
iis. . tngineering, pharmaceutica.: and several other
assorr=d agricultural or manufacctured products (sporting
goc.'s, netting, confectionery, fooctwear, macadamia nucs,
rubbar). For other products -- coffee, tea and tobacco
proecessing -- we feel the responses of our survey firms
encZad.riss the situacion of all firms involved wich that
product or commodity without furcher adjustmentc. Finally
for rwo classes of products/commodities -- garments and
pulses -- our sample firms represent one of five or six
recocnized Malawi exporting companies for that item. Here
we arithmetically extrapolated from sample firms' projecred
"Best Case' net increases in exXport revenues to"Best Case"
net increases in export revenues for all the respective
groups of exporters, We used the sample firm's estimated
share of total garment or pulse exports as a basis for che
calculations., The details of extrapolations performed are
provided in Section E below.

Third, we summarised the toctal extrapolated net increases in
export revenues by product/commodity for 1989 and 1993. The
results are presented in Exhibit III - 11. It is notable
that for five export products/commodities, the survey
reveals that access to a mechanism like PERF or MERF would
have no effect on Malawi's export curnover. These products
are sugar, tobacco processing, coffee, textiles and
pharmaceuticals,

Fourch, using the imporc content proportions cited by firms
participating in the survey, we computed the value of the
import content of the total "Best Case® net increases in
export cturnover. The outcome of these computacions is
presented in Exhibit III « 12. These figures represent
DH&S' estimate of the total incremental demand for foreign
exchange for imported inpucs arising from "Best Case"
circumsctances for each of the 12 export products/commodities
for the years 1989 and 1993,

Fifth, to reflect che cycling of resources that a 'ER- ..
PERF would feature, we needed to reduce the demand for
foreign exchange computed above by the cycle times firms sz
they experience for imported inputs. These cycle times ar=
represented in Exhibit III- 13. For each export commodicy
or product we divided the import conctent-generated foreign
exchange demand of Exhibir III - 12 by the cycle times of
Exhibit III - 13, fThe resulcs are presented in Exhibic III
- 14: US$3.1 million in 1989 increasing to Us$7.2 million
by 1993. Again, we emphasise that these figures represent,
for the 12 specified export commodities/produccs, our
estimate of Malawi's incremental demand for foreign exchange
resources from a new export revolving fund for imporced
inputs, assuming no decrease in present foreign exchange
amounts already available for chis purpose from other
sources,
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our estimaces of US$5.2 million (1989) and US$10.6 million (1993)
in cotal (not incremental) demand for foreign exchange for

imported inputs among exporcers of products/commodities

represented in our survey are based on the same data sect as

above. In this instance, our estimation procedure was as follows:

* First, we identified the total (not incremental) "Best Case"
projections of export revenues for all respondents in our
survey by product/commodity. (This contrasts with our use
of "net increase" export revenue projections under "Best
Case" circumstances in estimating incremental demand
above). Recall that these "Best Case" projections represent
what exporters felt their performance could be if foreign
exchange for cheir imported input needs were freely
available. We excluded however, the export projections for
tobacco processors and sugar and tea-related enterprises, on
the grounds thact if Malawi's import liberalization leads to
new foreign exchange constraints, meeting the needs of these
major strategic agriculcural crops is likely to be handled
outside of !IERF.

* Second, we converted these "Best Case" export revenue
figures to their required imported input concent values for
1989 and 1993. To do so we applied the estimaced imported
inpur conctent proportions ciced by exporcers for each of che
products/commodicies in our survey.

* Third, we excrapolated from the "Best Case" imported input
requirement for sample respondents to cthe equivalent
requirements for all Malawi exporters handling the same
products. This included in particular increasing the
sample-estimated requirements for coffee, garments and
pulses by factors representing the approximate HMalawi export
market shares of the exporters involved. On this basis, we
esctimated chat cthe tocal foreign exchange value of the
imporced inputs for the export commodities/produces
concerned would be US$10.5 million in 1989 and US$21.3
million in 1993,

* Finally, ve reduced these values by an average cyclc time
for all products of 6 months, This results in a halving of
above figures to a net, after-cycle demand for foreign
exchange for imported inputs of US$5.2 million in 1789 and
US$10.6 million in 1993.

These figures contrast with the incremental demand for a
PERF we estimated earlier. We emphasize that here they
represent, for the 9 specified export commodities/products
or groups of commodities/products (excluding tobacco, sugar
and tea), exporcrers' maximum total projected demand for
foreign exchange for imported inpucts in 1989 and 1993, from
all available foreign exchange sources.



2.

Possib!l. .mur-estimation of Demand

Both the .acremencal and cotal foreign exchange demand estimates
presente > z.ove may be somewhat overstated. We inctroduce this
caution c¢in two grounds. Firstly, our analysis of demand for a
PERF=like fund incorporates significant demand in sectors
dominated by non -- Malawians, e.g. pulses. Given che
Government's declared intention to promote indigenous small scale
manufacturing encerprise, it is possible that non-Malawians may
not be graaced access to foreign exchange for inputs in cthe
amounts ervisaged in our results, and consequently acctual demand
for PERP-like resources may fall short of projected demand.

Secondly, we suspect that the exporct turnover projected by many
survey respondencs under "Best Case" circumstances are very
optimistiu. In particular, in cerctain cases existing and
potential exporters have assumed@ that orders will macerialize in
PTA Member States in considerably larger quantities than at
present, parcly as a result of easing of imporc restrictions in
favour of ocher PTA councries, and partly as a result of increases
in overall availabilicty of foreign exchange in the region. There
may not be any realistic basis for chis assumpction.

Import Content and Cycle Times

As noted above, import content proportions and cycle times have
been estimated for some of the principal export products of Malawi
through the PERF survey. Import content proportions range from a
low of 3% (ctobacco processors' spares and packaging) to a high of
80% (mectal conctainers and ocher consumables in che canning
industry). Cycle times are escimated at about 6§ months for nearly
every export commodity or product. These are detailed in Exhibits
IIT - 12 and IIT - 13,

Important Qualitative Pindings for Malawi

Current sources of foreign exchange

From our survey we have noted the following sources of foreicn
exchance allocations for imports by exporcters: -

o] 'loncthly allocations denominated by Malawi Kwacha from che
Reserve Bank of Malawi, for non-liberalised goods;

o] llonthly allocations denominated in Malawi Kwacha for
liberalised raw materials and spare parts, approved by cthe
commercial banks;

o] Monthly allocations denominaced in !alawi Kwacha from che
Reserve Bank of Mclawi for raw material inpucs for
eiporcters, and

o Lecters of credict approved by the Reserve Bank of Malawi for
bulk purchases.
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E.

Constraints to exporting

The results of our survey indicate a low level of demand for a
PERF. The agricultural secctor appears to be adequately cactered
for in terms of foreign exchange allocations, while the
manufacrturing sector is generally oriented towards the local
market and less concerned with exporting.,

For those manufacrurers actively seeking export markets che
following constraints to exporting were cited:~

* liigh transport coscs for import and exports;
* Export incentives offered in competing countries;
* Lack of foreign exchange for imports amongst cliencts in

potential export markets,
Need for Capital Investment Foreign Exchange
Many companies surveyed indicated that foreign exchange approvals
for capital equipment are vital in order that exporc values be
maintained or enhanced and have indicated that PERF or NERF should
be extended to include capital items,

REVIEW OF FACTORS AFFECTING DEMAND FOR PERF BY PRODUCT GROUP

Sugar Industry

In 1986 sugar industry exporcts totalled some MK 39.9 million or 9%
of Malawi's total export revenues (Exhibie III - 2).

The induscry key inputs are chemicals and fercilizers which are
acquired through annual tenders. In 1987 this resulted in 75% of
inputs being imporced directly and 25% being purchased locally,

To date, apart from some delays in receiving Reserve Bank
approvals to import, particularly with regard to spare parcs, the
activities of che sugar industry cannot be considered to have been
hampered by a shortage of foreign exchange for imported inputs.
The key inputs of chemicals and fercilizer are included on the
liberalized raw macerials list which should ensure the induscry's
access to imported raw macerials remains relatively unfecctered,

In response to our questionnaire the industry indicated thac sales
proceeds including export proceeds are being maximised and while
easier access to foreign exchange in particular for spare parts
would make for a reduction in the administrative burden on
management it would not actually enhance export proceeds.

In conclusion, therefore, we can assume the sugar induscry will

concinue to have priority access to foreign exchange for ics key
inputs,
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Tobacco .peustry

All tobzecro grown in Ma)awi is sold chrough che auction floors in
eicher Blanzyre or Lilongwe., The vast bulk of Malawi's tobacco is
exported in a processed form but is still regarded as
unmanufactured., The processing entails drying, stripping and
packing of the green leaf.

A limited amount of tobacco is purchased for manufacture inco
cigarettes for the local market and some is flavoured for exporet
to the West Coast of Africa.

There are three major processing factories in Malawi orly one of
which exports on its own account, the others process to order and
do not actually own the crop chey are processing.

The imported inputs for these factories consist of spare parcts for
machinery and packaging materials. We estimate the toctal induscry
annual demand for spare parcs and packaging materials to be in the
region of MK1.0 million. As scated earlier only one company which
directly generates export proceeds and could therefore qualify co
access the revolving fund.

From our survey we noted that factories are experiencing
difficulties in obtaining rapid RBM approval to import spare
parts. This is vical during the season if customer orders are to
be met. As a result of chese delays companies are resnrting to
requesting spares on a no-charge basis from affiliated overseas
companies. This must be regarded as a stop-gap measuz2 which
cannot continue in the long cern.

As in che case of sugar it is apparent that alchough more rapid
access to foreign exchange would make for smoother operactions cthis
would noc actually enhance export volumes or values. AS soare
parts are included on the liberalised list the situaction may be
alleviacted in the forthcoming season.

In conclusion the tobacco industry would appear to be adequacely
catered for under the liberalised importation procedures and
access to PERF would not lead to enhanced export proceeds.

Tea

Tea exports in 1986 amounted cto MK68.4 million or 15% of Malawi's
total export proceeds in that year (Exhibic III - 2). Private
sector esctates dominate the tea industry although there is a
smallholder scheme operating in the Thyolo and Mulanje districes
and ADMARC has one estate in the HNorthern Region,
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Tea sales are made primarily sold through the Limbe (Malavi) or
London auctions. oOcher than spare parts and packing materials,
the major inputs (fertilizer, chemicals angd fuel) are being
sourced locally,

Apart from spare parcts our respondents have been able to obtain
the major inputs wichout major difficulty, Approval delays for
Spare parts have hampered production and one company surveyced
estimated losc production to be significant as a result. The
difficulty in procuring spare parcts was confirmed by our other
surveyed ctea facrory.

The second tea factory surveyed is the only factory in Malawi
which subjects certain of its teas to a non-traditional process,
This process requires the use of chemicals which cannot be sourced
locally. The firm has projected significant export sales of this
product over the next Six years and, as the chemicals cannot be
met from chejr exiscing foreign exchange approvals, we have
concluded they would take advantage of access to an exporc
revolving fund to meec demand,

Coffee

lHalawi is a participating member of the International Coffee
Agreement and as such is subject to annual sales quotas.

Export sales for the yYear to 30ch Seprember 1987 totalled 91,500
bags. The quota System was suspended in this Year due to a world
shortgage of coffee,

llovever quotas have been reimposed for 1987/88 and Malawi's quota
has been set at 40,000 bags or 44% of 1986/87 exports levels, The

of major concern to Malawi's growers,

Halawi's coffee is mainly sold privacely either in Malawi or in
the Uniced Kingdom, with a small percentage being sold through the
Limbe Auctions,

The key imporced innputs of fercilizer and chemicals are rurchased
locally, Ho problems have been eéncountered to date in procuring
these inputs alchough complaints about the escalacing prices may
eévencually lead the Coffee Association to import direct on behalf
of its members. The major item which is imported direct by -

1988 ~- producers is machinery spare parts. Our survey company
indicated that delays in approvals to import Spare parts have
hampered production and cthey have reduced production by an
estimacted 5 - 10%, Under the liberalised importation procedures
these problems should be alleviaced,

III - 33

\\;'\b-.



Pulsqi

This er¥ .t cactegory essentially comprises peas, beans and

sunflower se2ads., The products are grown by smallholders, and up
uncil 1%.7 -urpluses could only be purchased by ADMARC. In 1987
the lice: "ing of purchases was been extended to include Nalawian

citizens.

The bulk of the export crop is dispatched in a raw form due to che
limiced foreign exchange allocations granced to che five main
facvories in Malawi, their inability to finance the crop chrough a
production cycle and the lack of necessary capital equipment, for
example a bean colour sorcer.

The indigenous exporters have recently formed an export
association which is aimed at providing a forum for small scale
exporters to discuss cheir problems including those set out above,
and to enable them to make represencaction to Government for
assistance.

Ye selected one of the five factories to survey and established
wicth chem their imported raw macerial inputs for their present
level of production. They have indicated that production of
processed pulses would be substantially enhanced given nore
liberal access to foreign exchange.

We have taken the addicional foreign exchange import requiremencs
of cthe factory selected and mulciplied this requiremenr by a
factor of five to estimacte national foreign exchange demand for
this indusctry. This has formed the basis for the figures in
section D above. We have confirmed that che factory selected
handles approximacely 20% of the Malawi processed crop.

It is apparent that Malawi could greatly enhance che exporec
proceeds generacted from pulses if finance was made available to
assist in capical projects and provide tor working capical
finance. This would enable < higher proportion of rthe crop nc :e
exporred in a processed or semi-processed form which greacly
enhances export revenues. Our estimates do not however assume
firms would draw on PERF for foreign exchange to finance capiral
expendicure.,

wood Products

Two mills in Blanrtyre presenctly produce Malawi's requirements for
poles, plywood, laminated timber, tea and tobacco chests, and a
cercain amount of wooden furniture. Government forestry
department sawmills also provide sawn timber.

To dace neicher mill has exported to uny significanc extent, the
major constraint being che availabilicy of pine logs.

However, in common with other Malawian induscries, high rransport

costs, parricularly to the European markets are adversely
affecting the competitiveness of Malawi's wood producrts,
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Neither of rhe companies we spoke to indicated thar foreian
exchange difficulties were constraining exports. oOne company
indicated rthat ir was experiencing delays in procuring approvals,
particularly for glue, and had received support in emergencies
from related overseas companies.

A new mill complex is presently being constructed in the Norrcthern
Region of Malawi to exploir the extensive eucalyprus reserves in
that area. As the company has not commenced producrion it is
difficult to project its progress and export potential wich any
accuracy. However it plans to export significant amounts of irs
production and assuming foreign exchange is not diverred from
present allocarionsg jits foreign exchange requirements wnuld need
to be mer through some form of revolving fund.

We have included this company in our demand for PERF sources at:
its maximum demand level for imported inputs over rhe nexr six
years,

In order to protecr confidentiality of this firm's dara we have
included irs demand for PERF with demand arising from "Orher
Agro-processed Products”,

Textiles

Exporrs of texriles in 1986 amounted to KM11.9 million. The bulk
of this is cloth in its basic form,

To produce for rhe local market.. They indicated furrher rhar
given freer access to foreign exchange they anticipare exporrs
would decline, as they would produce more for the more profiralile
(higher priced) local market. To do so would help absorb rhe
overheads of their dyeing and printing machines which are not used
for export: production, and are thus presently under-utilised.

We can conclude therefore that rhere would be no demand for PERF
from the texrile indusrtry in Malawi, )

Metal Products

In the main, lighr engineering firms are involved in supportingy
local indusrry, particularly construcrion, tobacco and rea, Only
two firms, one producing agricultural implements and rhe other
domestic utrensils are involved in exporting. One firm
specializing in manufacruring machinery, particularly for rhe rca
industry and maize mills, has made single sales in rhe recent. pusr
bur has no established export patterns,
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We surveyed rtwo companies and spoke in general rerms to the third
abour exporr. porenrial,

The firm producing agriculrural implements was one of rhe mosr
aggressively exporr-oriented entiries we encountered. The firm
has esrablished a foreign exchange facility with rhe Reserve Bank
specifically ro enable them ro imporr raw materials for exporr
produccs.

Wich rhis allocarion and the imporration of spares through the
liberalised sysrtem this firm is not having export.s constrained by
lack of foreign exchange for inpurs. Instead the general manager
listed orher reasons why exporr sales are limited:-

* Exporr incenrtives available ro Zimbabwean and Kenyan
exporrers rhrouch rheir governments give them a comperitive
edge,

* Yigh rransporr costs for moving key r¢; marerials inro and

our. of Malawi.

* Lack of foreign exchange in PTA counrries to imporr. (mosr. of
his PTA sales are rhrough aid donor agencies),

Finally he emphasised rhar wharever form the revolving fund rakes
ir should be exrerded ro cover capiral goods, should be as simple
as possible and should enrail minimum turnaround rimes for
approvals,

Tiie more specialised engineering firm found ir difficulr ro
estimare the exporr marker porential. However they believe rheir
producrts are of rhe righr qualiry ro win orders in rhe pTA region
wirh acrive markering,

Given the assumprtions of foreign exchange allocation in order ro
actively marker rheir product, and the availabiliry of foreign
exchange in the PTA region to import they believe rheir exporr
sales could be enhanced by approximarely US$400,000 per annum,
This increase in turnover could nor. be met from rheir currenr
foreign exchange allocarion and they would require access ro a
revolving fund. ‘e have included this firm as a porenrial user of
a PERF,

The third firm conracred indicared rhat rhey are presently
exporring domesric urensils ro Zimbabwe under the PTA scheme.

They indicared rhar they have reached capaciry and wirthour
embarking on a major capiral expendirure programme they are unable
to increase exports. Ve have nored rhe firm's requesr thar the
exporr. revolving fund encompass capital egquipment. bur have nor
included rhe firm as a potenrial PERF user,
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10.

We have discussed rhe porential for orher Malawian engineering
firms to exporr, but conclude that apart from the rthree firms
covered above none has a potentially marketable product.,

Other Agro Processed Products

Under this heading we have considered and surveyed the three firms
involved with rubber, macadamia nuts and tinned products

Rubber

There is only one rubber esrare in Malawi which is situated in ..e
north of the country. It is estimated that some MK2 million of
narural rubber will be exported to Zimbabwe and Zambia in 1988,

Ar. present the esrate's demand for imported consumables is bei:. ;
satisfied. However the company is concerned about receiving Rrult
approval to imporr capital goods for the project and recommends
PERF or MERF eéncompasses capital goods. Except for capital goods
rhe rubber industry does not require access to PERF.

Macadamia nuts

and qualiry, From the survey returns our conclusion is idenrical
rto that of rubber.

Tinned produce

We surveyed the company involved in this business. EXporrs in
1988 are esrimated at less than US$100,000. The corpany has

secondly ro lack of imporr. approvals for tins, By increasing irs
allocation for inputs the company believes it could increase
exports to just over US$200,000 wvirthin three Years, and we have
used this as che basisg for our demand for PERF.

Garment.s

There are six garment. factories in Malawi which generare ahour 904
of domestic and export. product.ion. Only one of these has
significant exports amounting ro approximately MKl million in 1937,

Due to foreign exchange constraints this factory is manufacturing
for the U.S. market on a C.M.T. basis (cut, make, trim). Under
this arrangemenr all raw materials are airfreighted into Halawi,
handled under a special duty-free status arranged for the firm,
and, afrer manufacrure, rhe products are again airfreighred ou: of
Halawi. This manufacrurer has indicated that there is enormous
porential for Malawij éXport. garments into the ys market, which he
est.imares ar up to MK30 million,



1.,

ilowever, under rhe C....T. wasis manufactu.er. have no flexibiliry
on sourcing inpurs, and consequenrly margins on rhis rype of
process are slim, Manufacrturers also suffer from rhe
considerable disadvanrage of rwo-way airfreighr which also erodes

margins,

We have assumed rhar our surveyed facrory has capacity for abour
15% of rthe Malawi market and consequenrly his foreign exchange
requirements can be multiplied by a factor of six ro give an
esrimate of national demand.

With rhe presenr productive capacity in rhe country our estimare
of demand will represent. a rtop limit. It is clear thar producrion
for rthe local marker is being consrrained due ro lack of raw
marerial inpurs and hence rthe move of spare capaciry ro C.M.T.
export. production. If under rhe liberalised importarion system
raw marerials are more freely available it is possible there will
be a swirch of producrion back ro local markets in view of the
berrter margins.

Other Manufactured Goods

Under rthis headinj we have by quesrionnaire or by telephone
inrerview surveyed firms involved in foorwear, confectionery,
glycerine, fishing flies and sporring goods and nerring.

Footwear

From our discussion with rthe major foorwear manufacrurer in Malawi
rthere appears to be potential in Zimbabwe for maximum exporrs of
approximately MKl million per annum. Sales of this level would
nor. presenr. capaciry problems for rhis manufacturer.,

The major consrrainrt on capiralising on this marker appears ro be
the lack of import approvals in Zimbabwe. If rhese orders were ro
marerialise a larger import allocarion would be necessary in order
o fulfil rhe orders.

Confectionery

As confecrionery is regarded as a luxury item, no duty concessions
are available inrto PTA markers. For non-PTA markets high
transporr costs make the products uncomperitive.

The major confecrionery manufacturer in lalawi esrimares "Best
Case" exporrs of MKl million inro Zimbabwe and South Africa.
Access ro the Zimbabwe market. is dependent on the granring of
imporr. licences which appears to be a major hurdle.
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12.

Glycerine

There is only one soap manufacturer in Malawi. Tallow is imported
from South Africa for processing, and the residual glycerine
by-product. is re-exported back to South Africa.,

At present. tallow is being imported under a special lerrer of

- credit arrangement., The glyce.in2 is sold on open account.,

payment. being received some 60 days after receipt. of goods in
South Africa.

This manufacturer was selected in our sample and their response
indicares that although restricted foreign exchange allocations
have meant shifting product mixes for rhe local market, the
imporration of tallow has not been affected. We can conclude that
there is no scope for boosting exports of glycerine through access
r.0 a PERF.

Fishing Flies and Sporting Goods

In rthe context of Malawi's rotal exports, exports of fishing flies
and other sporring goods constitute a very small percenrage, Even
with a larger foreign exchange allocation total export sales are
only projected to increase to around Us$300,000 in 1993,

Malawi is able ro compete in this marker because of irs extremely
low labour costs, which counter the very high cost of airfreight
for imports and subsequent exports, The present cycle rime in
this business is atr least one Year and if this industry is to
participare in MERF or PERF their standard terms of business will
have ro be revised,

We have included the unsatisfied demand for imported inputs in rhe
fishing flies and sporting goods industry in estimatiny rhe demand
for PERF.

Netting

We surveyed the major manufacture of these products, who is
presently a significanr exporrer. The firm stated rhat rheir
present limired import allocation is considerably curtailing rheir
abiliry to export. Given freer-accgss to foreign exchange, the
firm believe exporrs of all their products in substantially
increased amounts would be feasible.

We have included this firm's additional foreign exchange demand as
a demand on PERF. This firm's demand is virtually idenrical to
the indusrry demand.

Pharmaceuticals

Of rhe three major pharmaceurical companies in Malawi only one is
involved in exporring, These exports feature shipmenr. of
pre-mixed powder or tablets ro an affiliated company in.Zzambia.
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The general manager of rhe exporring firm indicared that approvals
from zZambia have been erraric and realisrically he does nor
foresee any expansion in rthis rrade,

Both orher firms indicared rhat rhey are acrively pursuing export
market.s, inside and outside rhe PTA region bur with no concrere
results ro dare. We have concluded rhat rhe pharmaceutrical
indusrtry is unlikely ro increase export revenues in rhe
foreseeable furure, and hence, would probably have lirrle
requirement. for PERF resources.,
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CHAPTER 1V

MOZAMBIQUE COUNTRY SURVEY



A.

MOZAMBIQUE COUNTRY SURVEY

EXPORT SECTOR OVERVIEW

Macroeconomic Context

Mozambique's economy is srruggling to rurn around several years of
sharp decline, Dpuring che firsr half of the 1980's rhe narional
economic condirions dereriorated rapidly, including a precipirous
drop in producrion in all secrors, conrraction in borh exporrs and
imports, and sharp increases in Government deficirs. Despire
exrensive price conrrols, srrong inflarionary pressures emerged,
and economic shorrages and a parallel market developed. The cause
of rhis deteriorarion was a combinarion of depressed world econonmic
conditions, conrinuous securiry disruprions and inappropriare
domesric policies. Bur the resulr was thar by 1986 Mozambique
suffered from severe imbalances both internally (fiscal deficir :
9.5% of GDP) and externally (currenr account deficir : 19.9% of
GDP). Exhibir IV - 1 provides indicators of this siruarion.

Recognizing rhe gravity of its economic circumstances, in rhe mid
1980's Governmenr underrook a range of measures ro reverse rhe
trends. These included, initially, debr rescheduling, increases in
controlled prices and inrroducrion of an export earnings rerenrior
scheme. Subsequently, with World Bank assisrance Governmenr
inrtroduced a comprehensive Economic Recovery Program (ERP). This
plan, which went inro effecr in January 1987, featured rwo
subsranrial tetical devaluarions in 1987 and a conrinuing rolicy of
flexible exchange rate manacemenr; furrher increases in conrrolled
prices and wages, and deconkrol of some items; a fiscal policy
aimed at increasing public revenues and ar conrairines -uklic
expendirures generally and imposing fiscal discipline »n
parasrarals in parricular. Ir also called for a ronerarw nolicv ro
resrrain the growrh of the money supply and enhance rhe efficiency
of credir utilizarion.

There are indications rhar rhe =3P has had zosirive effecr already
-- modesr. rises in agriculrural producrion ané lichr indusrry
ourpur have been recorded -- bur rhe overall siruarion will rermain
crirical for some rime. Governmenr is reporredly cererrined ro
press on wirh rhe srrucrural reforms ot the ENP. Some of rhese
reforms will now begin ro address direcrly rhe problers of the
export sector. 1In addirion ro measures aimed at general fiscal and
monerary reform rhat will help rhe exporr enrerprise, several
planned ERP iniriavives are designed specifically ro improve rhe
operating environmenr for exporrers, among them increasing rhe
efficiency of the foreign exchange allocation sysrem and
srrengrhering rthe exporr earnings rerenrion scheme. 1In sum, while
Mozambiqua's exporring secror is srill in considerable disarray as
a resulr of years of economic mismanagemenr, and subjecr ro
corwinuing severe pressures and disruprions arising from rhe poor
intzernal security siruarion, rhere are reasons ro believe rhar
furure exporr growrh and diversificarion may be poscible.
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EXHIBIT IV-l

SELECTFD BOHOMIC PERFORMANCE INDICATCRS POR MOZAMBIQUE

Cor (rate of chanqge)
P per capita
Covermment. deficit/cnp
Current. acocourit/Cnp
Debit service/Gnp

Nebit service/cxporrs
rxports (rate of change)
FXpor ks/Gop

Imports (rate of diange)
Iirpe ots/aop

Cross foreign reserves
(months of imporrs,CIF)

(a) TITP projection

Source : forld Bank hata

(Percent)

1900 1981 1982 1983 1984 1985 1986 1987 (a)
4.7 0-9 ‘3.3 -12.9 ‘202 -10.4 -2-0 1.2
n/a -1.7 -5-7 -1501 -4n7 "12.6 ‘405 "1.3
<9.4 =119 -10.5 =16.1 =-15,1 -7,9 -9.5 -20.3

=17.5 -20.1 -23.5 -22.2 -18.5 12,9 <14.9 -34.2
6.0 15.0 15.9 16.9 16.3 11.6 11.7 24.4
J2.1  75.1 97.3 129.4 195.9 215.5 247.5 237.7
n/a  -l.0 -14.6 -34.1 -29.5 3.8 3.6 14.2
16,5 17.1 13.7 9.8 6.1 4.2 3.5 8.2
n/a 15"} 4.0 -22.2 ""16.0 -17-5 23-1 20.2
5.0 37.2 36.4 30,5 22.7 14 14.2 34,7
n/a 3.1 1.0 0.9 1.7 1,2 1.5 1.6
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MOZAMBIQUE'S PRINCIPAL DOMESTIC EXPORTS AND EXPORT EARNINGS 1980 - 1986

rrawns
Cashews

- kernels
- am
Cotron
Tea

Sugar
Corra
cisal
Cirrus

Suhtoral

ther
Perroleum
- Coal

- Tanralire
- l'olanses

- Coconur. oil

- Camntr
- Clinker

- Tires avl rubes
- Niscellaneous

Toral

EHIBIT IV - 2

Timwr ool vrevlicrs

(us$ Mi1lion)

1980 1901 1982 1983 1984 1985 1986
1.0 524 38.5 31,2 28.3 33.4 38.3
64.8 53.5 43.6 16.1 15.3 11.6 l6.8

1.3 l.8 0.8 0.4 0.1 0.3 0.3
8.2 249 17.3 17.0 8.0 Se3 0.6
28.9 14.2 25.7 14,7 10.8 2.4 1.3
24.0 25,1 8.8 8.6 5.0 6.8 8.1
9.2 4.9 2.9 2.2 1.9 5.1 2.1
4.0 2.9 2.6 0.9 0.8 0.1 (a)
2.6 4.9 2.0 2.0 J.2 3.1 2.2

175.9 184.6 142.8 9.31 74.2 60.1 63.6

104.9 6.2 86.4 37.9 21.5 8.5 10.0
63.4 52.3 37.6 21.8 5.4 3.9 4.0

3.7 9.7 4.2 0.5 0.5 0.3 0.3
5.0 3:9 0.9 1.7 1.4 - 0.3
3.5 4.3 1.7 0.4 0.5 0.5 (a)
2.7 2.7 1.2 - b 004 0'2
5.6 7.4 3.3 0.6 1.2 0.9 1.0
4.0 3,1 3.2 - 0.8 - (a)
0.6 0-7 009 - 0.2 - -

- 1-7 6.9 - - - -
16.4 10.4 2645 12.9 11.5 2.5 4.2

250.9 280.0 229,2 131.0 95.7 76.6 76.6

(a) Less than US § 100 000,

Source : tarional Direcrorate of Starisrics and World Bank Data.
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EXHBIBIT IV - 3

COMPOSITION OF MOZAMBIQUE'S IMPORTS 1981, 1983 AND 1985

Total Imports (CIF)

Consumer goods

Inrtermediate goods
(of which oil)

Spare parrs

Fquipment

rource : *‘orld Bank Data,

(us$ Million)

1981
80l1.1
178.3

367.1
(167.1)

104.4

i151.3
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Export Production

Agricultural commodities account. for the bulk of Mozambique's
export earnings. A set of five commodities -- prawns, cashew
(kernels and cashew nu* shell oill °*CNSO®"), cotton , -ea and sugar
are the most importan* export items among agricultural prcducts
(Exhibit IV - 2). At present these five together represent over
80% of total éxport earnings, and even in 1980, when Mozambique's
export base was somewhat more diversified, the five commodities
still generated nearly 60% of total export value. 1+ {s notable
that since 1960 the export earnings have declined for nearly all of
Mozambique's export commodities. The sole exception is prawns, now
Mozambique's leading export product, though the level of
sustainable prawn yield is now believed to have been reached. It
is also striking that cashew exports, once Hozambique's largest
export earner, have dwindled considerably, though a modest reversal
is evident in 1986, Hos*t other agricultural commodities -- sugar,
tea, cotton -- are presently a fraction of 1980 export. values,

Hon-agricultural exports have also suffered sharp drops in earnings
(Exhibit IV - 2). Perroleum exports, which were composed of excess
output from a domestic facility's refining of imported crude oil,
have decreased due to Government's closing of the refinery in 1984
(residual expor* values are from stocks or re-exports), Coal and
tanralite, timber and wood products, cement., clinker and other
i*ems were marginal expor* earners by 1986. An assor-ment of
manufactured products and other items make up the category of
*miscellaneous”® expor*ts : watches, ccoper concentrate, sisal twine,
crabs and lobster, sea cucumbers, marible and others.

The pattern of export decline derives from several facrors. For
agricultural and non-aaricultural commodities, the damage to plant
and equipment and transportation infrastructure inflicted by
Mozambique's ongoing internal conflict have heen a major constraint
for exporters. Tea, suyar, cotton and timber suffered in
parricular in this regard. Poor world prices and pressing domestic
market requirements also account for cotton's decline. By contrast
tea and sugar exports dropped in the 1980's despite favourable
price trends (tea) and/or guaranteed marke*s (EEC for sugar).
However, war damage and other reasons aside, thrcughout the 1980°'s
the lack of foreign eychange to maintain plant and equipment and to
obtain needed production inputs has been a serious limitation for
exporting firms across the board. This limitation is reflected in
the decrease in Mozambique's imports in which equipment, spare
parts and intermediate goods (used as inputs to agriculture and
industry) had dropped off significantly by the mid 1980's (Exhibit

v - 3),
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4.

public/Private Sector Roles in Exporting

Government.-owned companies are found ’a virtually all actual or
potenrial export sub-sector activities. Parastaral enterprises
dominate several of Mozambique's key export commodities and
products. These include the five major export items : prawns,
cashew, cotton, tea and sugar. Parastatal enterprises also
presently account for the bulk of production in otheg potent.ially
important. export items, for example : citrus (mosr of output),
sisal fibre (more than half of output). Parastatal enterprises
also operate in the industrial sector, manufacturing and
occasionally exporting certain items (rubber products, glass),
Additionally, governmenr corporarions or marketing agencies have
conrrolled much of Mozambique's exporting and importing
operations. HNorable examples in this regard are ENACOMO, the
agricultural marketing organization, and EQUIPESCA, which handles
imports of fishing equipment., Finally, rhroughout a whole range of
possible export industries, government-owned enterprises exist in
the form of "empresa intervencionada®, one~time private companies
abandoned by their Portuguese owners at Independence, and then
taken over by default by Government to try to operate,

Hevertheless, with the introduction of ERP, a modest shift in rhe
balance of public and private sector roles relative to exporting is
percept.ible, in favor of greater opportunity for the larter. For
example, as parr of its effort to introduce reform into the trading
sysrem, Government has reportedly agreed to reduce the number of
irems which must be traded rhrough a public monopoly corporation
from 11 imports and 3 exporrs to 5 imports and 1 export (sugar).
Similarly, in 1986, Covernment entered into a joint venture
agreemenr. with LONRIO, with the two parties as equal shareholders
in a company to revitalize rthe corton sector, and develop other
porential export items (romato paste, citrus). Finally, Government
is also making an effort to persuade the former owners Jf various
"empresa intervencionada® o return, either in an ow:ership and/or
management. capacity to rehabilitate and reactiv.at~ kheir firms.

Sources of Poreign Exchange for Exporters

At present Mozambique's exporting firms aprzar fo have two channels
to obrain foreign exchange to purchase imported inputs and capital
equipment.. These are Government's formal foreign exchange
allocation system run by the Bank of fozambique, but substantially
fueled by donor-provided foreign exchange through import support.
programs; and the export earnings retention scheme operated by the
Hinistry of Trade and the Bank of Hozambique. These systems are
discussed in detail below,
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EXPORT TRANSACTIONS ; MOTIAMBIQUE POLICIES AND PROCEDURES

Allocation of Foreign Exchange : The Macro System

Because nozamﬁique sufters from chronic foreign exchange shortages,
Government. atrempts to rarion its meager resources through a
comprehensive allocation system. The process cenkers on an import
plan, prepared eath year by Government as part of irs budgetary
process. This plan details rhe allocaticn of all available foreign
exchange among economic sectors, industries, ministries,
parastatals and essential commodities. The plan incorporates all
forcign exchange supplies, including those made available by the
international aid agencies, as well as foreign exchange generated
by !lozambican exports.

After the plan has been established, tinisterial level meetings are
held every three months to amend plan provisions ro reflect more
recent. foreign exchange conditions and avajlability. Allocations
of foreign exchange are also dealt with at monthly meetings between
rthe Ninisrries of Trade and Finance and the Bank of Mozambique.
These changes impact the allocation of foreign exchange to privare
secror enrerprises. As a result, importers continually monitor the
level of foreign exchange allocated ro them and tend ko use rheir
allocations as scon as possible for fear thar pressing natrional
needs will arise and reduce or delay the amounts promised to rhem.

Once adopted, the import plan is passed onto the Hinistry of Trade
and further detailed planning is performed to allocare available
forcign exchange, in accordance with plan directives, among *he
individual registered imporrers. 1/ The latter a:e “hen ro obrain
access fo the foreign exchange allocated to them by applying for
imporr permirs, as described in dexail below. The issue of imporr
permits by the "inistry of Trade is theoretically quaranteed,
providing the foreign exchange amount and intended use proposed by
rhe applicant enterprise are consistent with the import. plan.

In reality, despite rhe allocarion plans, due fo rhe critical
narional shortage of foreign exchange many privare sector
enrerprises are only able to obtain foreign exchance through the
exporr. rerention scheme describe-d below. Since most major
cxporring indusrries uere nationalised afver Independence, the
exporr incentive scheme allocates reiarively small quantities of
rotal foreign exchange for private sector use.

There are at present 209 registered importers, of which
approximately 50 are private sector enterprises.

Government. has indicared its intention to increase khe number of

‘" registered private importers from 50 to approximarely 150 firms,

This would be achieved through reduced government participation in
commercial enterprises and policies to stimulate the private sgector

grovwth, '
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For the current fiscal year the °Paris Club® of donors generated
aid commitments to llozambique of approximately US$1 billion., 1In
anticipation of delays hetween commitment of these funds and their
becoming available, Government's import plan for FY 1988 assumed
toral available foreign exchange of approximately US# 750 million.
Included in this amount is US$107m that Government anticipates will
be generated by Mogzambique's exports, After national debt
servicing and other commirments, approximately US $27 million of
locally-generated foreign exchange is left to be allocated by rhe
impor+ plan. The plan treats this amount primarily as a
contingency fund for unforeseen national emergency requirements,
In practice, much of this contingency is likely ro be used up in
response +to economic disruprions caused by REMAIIO activities.

In recent years the foreign exchange planning process has been
hampered by poor communication between the Nozambique Government.
and rhe donor agericies. In many cases donor foreign exchange has
been available but restricted ko specific uses, while from
Nozambique's perspecrive foreign exchange needs of greater natrional
economic importance have remained unfulfilled. This situation
appears to he improving with increasing levels of aid and enhanced
coopcration between both Government and the donor community and
among the donors themcelves,

2. Export. Licensing

Pefore an enterprigse is permitred to export it musr. become a
regisrered exporter. 2/ There is no application form and the
accerred practice is ro submit the following information, in
writing, ro the Ninistry of Trade:

* i writren presenrarion of the proposed exporr activiry,
including products, markets, price structures, financial
forecasts and mode of transport.

* “rirten approval from the relevanr governmenr ministry. For
example, if the proposed export involves corron fibre rhen rhe
approval of the llinistry of Agriculture mus- he obtained. 1In
addition, if the product to be exported is manufactured or
produced outside NMapuro, written approval of the appropriate
provincial government officials should be submirred.

* Cerrificare of incorporation, known as "Cerridao de
Consecrvatoria®, or other appropriate document, depending on
rhe legal nature of rhe applicant entity,

2/ The current legal requirement for the regisrration of all imporrers
and exporters and the import/export cermit procedures are based
-closcly upon the pre-Independence Portuguese laws. These laws were
adopred after Independence by the People's Republic of Mozambique
bur. do not appear to have been amended. However, this legislarion
cannor. presently be relied upon verbatim as many of the official
structures referred *to in the texts either no longer exist »r have
been taken over by other Ministries. As a result, the deta.led
procedures in effect today differ significantly from thosé
originally envisaged by the legislation.
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* vritten proof from rhe Ministry of Finance thar rhe enterprise
is up to date in irs income rax payments,

* A °Fischa de Escricao®" submitted to the Ninistry of Trade.
This is an index card, which on approval of the applicarion
will be added ro the !Ministry of Trade's file of registered
exporters, This card should be signed by the cwner or a
director of the enterprise.

o Payment. of 5000 Netical application fee musr be enclosed.

Covernment's attitude rtowards exporters is extremely positive and
unless the proposed export activity will necessirate rhe import of
similar products to meer local demand, or will result in local
shorrages of the producr concerned, a firm's application for
reqisrration as an ’‘exporrer will probably meet wirh a positive
response, Firms proposing export acrivities involving siynificant
value-added for lozambique though local processing or manufacturing
-- a major concern for Government -- will receive especially rapid

approval,

Once registered as an e~xporrer, an enterprise musr obtain
addirional approvals for each export transacrion ir undertakes.
Such approval is requesred from rhe HMinistry of Trade, and takes
place during the negoriarion process between rthe exporting
enterprise and the foreign buyer, but prior to conrractual
commirment, To do 80 the exporter first completes for the Ninistry
of Trade a "Declaracao de Venda® or declaration of intentijion to
sell. This is a one-page document which requires: a description of
rhe qocods to be exported, the quantiry involved; the unit price;
the rime and merhod of shipment; rhe buyer; the aqgenr and the
ccnditions of paymenr., This document should be submitred in
quadruplicare together wirh a telex, lerter, drafr conrracr or
orher documenrary evidence of the information included in rhe
applicarion. About 48 hours are typically required ro obtain rhe
approval of rhe /linistry of Trade, at which time the exporring
enterprise is frce to enrer into & contracr with rhe buyer.

All paymerts for exporrs must be effecred through the Bank of
ftozambique direcrly from the external purchaser. All documenrs
perraining ro an export shipment shre-ld be sent ro the purchaser
via rhe Bank of llozambique. In the case of goods cuporred CIF or
FCP, the acceprerd merhod of payment is a documenrary letrer on
sighr, or an irrevocable lerter of credit. In cecrrain instances,
primarily in the case of payments in advance, rhe Rank of
Nozamhique may authorise the exporter to receive a check or money
order. Hence, when rhe conrract or agreement berween exporter and
foreign buyer is completed, the exporting entetprise should obrain
a lerter of credit from rhe buyer to be sent by the latter directly
‘to the Bank of Mozambique. Upon recelpr of the letter of credit
notification, the Bank informs the exporting enterprise.

Ar. this point the exporting enterprise then obtains from the Bank
of Mozambique a copy of the letter of credit and submits it with a
completed Export License application form to the Ninistry of

Trade. The application is a relatively simple one page document
(in nine copies) which calls for the same information as rhe
declaration of intention to sell, but {n more detail with respect
to rhe types of goods and terms of the sale. This same applicatrion
form is used wherher the goods represent exports or re-exports,
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The nine coples of the completed Export License application form
are distributed by the Ministry of Trade as follows :-

Page Distribution

E Bank of Mozambique

Fl Bank of Mozambique

A Customs

B Customs

C chamber of Commerce

D ADENA (State customs clearing agents)
F2 ttinistry of Trade - active copy

F3 Ministry of Trade - archive copy
Receipt Exporters copy.

(Wirth the exception of the Receipt and F3, all copies are event-
ually returned to the Ministry of Trade).

From 48 hours to one week are required to obtain the signed and
gramped receip  copy from the Ministry of Trade. The processed
application serves as the Export License, After the license has
been issued, the exporter has 21 days within which to obtain a bill
of lading and any other documents specified in the letter of
credit, and then submit them to the Bank of Mozambique. The latter
forwards the documents to the buyer's bankers and completes the
rransaction. 1In practice the process is likely to take longer than
2) days due to delays in clearing the goods through ADENA, the
governmert's monopoly customs clearing agents,

The export licensing procedures are outlined in Exhibit IV - 4.

Once all rthe conditions of the letter of credit are met, the Bank
of Nozambique pays the exporter the contract price in Meticais,
reaardless of rhe lenagth of time taken to obtain the funds from the
buyer's bank. At this rime any export retention due the exporter
is calculated and recorded in the exporter's retention memorandum
account. by the Rank of [fozambique.

A sales tax of 5% is levied against all sales, including export
sales. 1t is possible to apply for exemption from the tax in the
case of export sales. IHowever, discussions wirh several of the
larger privare sector exporters indicated that their applications
for sales rtax exemprion had not been approved for various reasons.
Additionally the government's customs clearing agency, ADENA,
charges 2% to 4% of the value of export =hipmen*ts, depending upon
the nature of the export commodity. ADENA is notoriously slow in
clearing goods through customs, which results in increased storage
costs payable to the port authorities., These factors are
signi€icant disincentives to exporters.

- In cases where exporters find it necessary to insure their
shipments they are supposed to do so through EMOSE, the state-owned
monopoly insurance enterprise, Generally, however, EMOSE provides
insurance only in Meticais, although it {s possible fo negotiate
insurance in foreign currency denominations provided the premiums
are paid in foreign exchange, Where such insurance is necessary
and cannot be negotiated with EMOSE, exporters may arrange
insurance with an international firm,
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1.

S.

7.

OBTAIN REGISTRATION AS A
LICE'SED EXPORTER FROM MIN1ISTRY
OF TRADE.

NEGOTIATE TRAMSACTIQ! WITH
POTENTIAL BUYER. DO NOT
ETER INTO CONTRACTUAL
CONITENT,

OBTAIN MINISTRY OF TRADE
APPROVAL FOR PROPOSED EXPORT
USING "DECLARACAD DE VFMDA
(APPENDIX C-1) SUBTITTED WITH
DXCUMEITAPY PROCF OF
INFOPIATION CONTAIITED
THEREMN.  (+ 48 HWOUPS FCR
APPROVAL) .

BITER INTD CONTRACTUAL
ACREFMENT WITH BUYER AID GET
BUYER TO SE'D LETTER OF CREDIT
DIRECT TO PANK OF MOZA'BIQUE,

OBTAIN COPY OF LETTER OF
CPEDIT FPOI BANK OF MOZAMBIQUE
AN SUBMIT TOGETHER WITH
COFLETE EXPORT LICENSE
APPLICATION (9 CCPIES)* TO
NINISTRY OF TRADE (APPENDIX
C-2) (48 HOURS - 1 WEEY. TO
OBTAIN EXPCRT LICHISE).

WITHIN 21 DAYS OF RECEIPT OF
EXPORT LICBISE CRTAIN BILL

OF LADING AND DOCURENTARY
EVIDENCE OF COMPLIANCE WITH ANY
ONIEP. REQUIREMENTS NOTED N
LETTER OF CREDIT, AND SUBMIT
TO BANK OF MOZAMBIQUE.

OCE ONDITIONS OF LETTER OF
CREDIT ARE MET BANK OF MOZAMBIQUE
CREDITS EXPORTERS CUFRENT
ACCONT WITH METICAL VALUE

OF EXPORT SHIPMEMT.

EXHIBIT IV - 4

EXPORT LYICENSING FLOWCHART

REGISTERED EXPCRTER? | NO

YES

| CETAIN REGISTRATION

AS LICENSED EXPCRTER

|

NEGOTIATE NON
BINDITIG AGREEMENT
WITH PROPOSED
FORFIQ! BUYER

ORTAIN MINISTRY

OF TRADE PERMISSICN
TO ENTER INTO AN
EXPORT CCRITRACT

|

GPANTED

COFLETE CONTRACT
AND GET BUYER TO
SED LFITER OF
CPEDIT TO PANK OF
MOZNPIOUE

OBTAIN EXPORT LICENCE
FRM MINISTRY OF TRADE
21 DAYS PRICR TO
SUIPMENT DATE

ORTAIN BILL OF LADING
AID SBD TO BAK COF
MOZAMBIQUE

BANK OF MOZAMBIQUE
PAYS COMTRACT PRICE

It METICAIS
I'MEDIATELY CONDITIONS
OF LETTER OF CREDIT
ARE r'm.

Iv - 11

REFUSED OBTAIN REASQNS
FOR REFUSAL AND

ROTECOTIATE

|

_



3.

Import llcenslng

To effect an import ftransaction a firm must be registered as an
authorised importer with the Ministry of Trade. The registrarion
process is similar to the procedures required to become a
registered exporter. In practice most enterprises initiate both

applicarions simultaneously,

As discussed above, foreign exchange is annually allocated to
registered importers in the annual import plan. Allocarions are
made on the basis of the relative import.ance of the products being
imported in relation to tha needs of the economy, and, where
foreign exchange is provided by a donor, on the basis of conditions
imposed by the donor agency. Where an enterprise requires foreign
exchange is but no allocation has been made in the import plan, a
presenratrion to the Ministry of Trade will be necessary.

Once a foreign exchange allocation is available, rhe conventional
fender procedures should he applied and a proforma invoice obrained
from the supplicr selected. In some instances rhere are condi*tjions
arrached ro the use of the foreign exchange, such as a requirement
rhar rhe imports be sourced from a particular nation or
corporarion. 1In addirion there is an increasing tendency for
donors ro review render 1rocedures before making foreign exchange

available.

All sca or air imporr shipments are subject to rhe condition rhar
the rransport contracr rust ba referred *to NCCAPGO, rhe srare-owned
shipping agency which, if it is able to negotiate more favourable
terms, has the right ro rake over responsibility for the shipment,

Once the terms of the proposed import transaction are set., the
inrorrer should complere a Ministry of Trade aprlicarion with a
copy of the supplier's proforma invoice. The import receipr is a
simple form calling for rhe importers name, trhe surplier, the mode
of transporr fo be used, the estimared arrival date of rhe goods,
the port of entry, the form of payment., the type of contracr {eg
FCh or CIF) and the value in local and foreign currency. An
application for an imporr license also requires the paymentr o. a
nominal fee,

There are five copies of *the Import. License applicarion form which,
once approved by the linistry of Trade, are distribured 3/ as
follows:

* Cne copy rerained by *rhe Hinisrry of Trade.

In general, any government form which requires disrribution in the
manner indicated above, if submitted in Naputo, will be distributed
by the Ninistry concerned., However where such applications are
submjtted ro the more remote provincial government offices, the
applicant enterprise may be required to arringe the distribution of
the forms. This situarion has resulted from the breakdown of lines
of communicarion and rransport. as a result of RENANO activiry

within the country.
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1.

2.

3.

5.

7.

OBTAIN REGISTRATICN AS A
LICENSED IMPCRTER.

IDENTIFY FOREIGN EXCHANGE
ALLOCATION OR RETENTION
FUNDS ALLOCATION FROH
BANK OF MOZAMBIQUE.

QXE FOREIGN EXCHANGE
ALLOCATION AVAILABLE PERFORM
THDER PROCEDURES, SELECT
BUYER AND OFTAIN PROFCRIA
ItWOICE.

HMBGOTIATE SHIPPING COSTS
AlD INSURAICE.

SUBMIT TO MINISTRY OF TRADE
CXPLETED IMPCORT PERMIT
APPLICATION FORM (APPEIIDIX
C-3) WITH COPY OF PROFORMA
I'WOICE. INCLUDE IN THE
AMORMT OF FOREIGH EXCHAIGE
REQUIRED ANY FOREIGN EXCHANGE
SUIPPING AND INSURANCE CDSTS.
(QE WEEX REQUIRED FCR
APPROVAL) .

OBTAIN LETTER OF CREDIT FROM
BAIYK. OF MOZAMBIQUE WHO
FORWARD IT TO THE SELLER.

Q1 RECEIPT OF BILL OF LADING
(WHICH SHOULD BE PORWARDED
DIRECT FROM THE SELLFR TO
THE BANK OF MOZAMBIQUE), THE
SELLER WILL BE PAID BY THE
BANK. OF MOZA'BIQUE.

Q1 ARRIVAL OF GOODS OBTAIN
CUSTOMS CLEARANCE THROUGH
ADENA (APPEMNDIX C-4) AND
PAY IIPCRT DUTTES AND
ADENA FEES.

BIBIT III =~ 5

IMPORT LICENSING FLOWKCHART

REGISTERED IMPORTER? | NO

| CBTAIN REGISTRATION

AS LICENSED IMPCRTER

DOES FOREIGN
EXCHANGE ALLOCATICN
EXIST l

YES
SELECT BUYER,
OOTAIN PROFCRMA
INVOICE

NBEGOTIATE SHIPPING
AND INSURANCE

OBTAIN IMPORT PERMIT
FROM MINISTRY OF TRADE

USE IMPOKT PERMIT
TO ONTAIN LETTER OF
CREDIT FROM BAMK OF
MOZABRIQUE WHICH IT
SBS TO SUPPLIER

BANK OF MOZAMBIQUE
PAYS SUPPLIER G
DIRECT RECEIPT OF
BILL OF LADING SFOM
SUPPLIER (R
SUPPLIERS BANKERS

ON ARRIVAL OF GOODS
CLEAR CUSTOMMS, MUST
SUPPLY CUSTOMS WITH
IMPCRT PERMIT (R GOODS
WILL BE IMPOUNDED.
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. One copy forwarded by the Ministry of Trade directly to the
Bank of Mozambique ancd used by rhe Bank to authorise eventual

payment,

¢ One copy forwarded by the Hinistry of Trade directly to the
customg authoriries,

. One copy retained by the importer,

¢ One copy forwarded, in some cages by the importer, to the
relevant. Ministry, e.g. in the case of import. of agriculrural
suppliers, the linisrry of Agriculture,

On average the Ministry of Trade takes one week to process the
imporr. licensé applicarion. Once the Ministry of Trade has
delivered the Import License the Bank of Mozambique issues an
irrevocable letter of credit. Ak this point. the importer must pay
the bank the local currency cover of the L/C counterpart foreian

exclanqge,

During the last two years Government has devalued rhe Metical from
40 ro 450 iteticais to rhe US collar. while this enhances
conpeririveness of local products on *he world market., many
imporrers who have foreign exchange allocated to rhem now find rhat
rhey are unable to afford to pay the required local currency
(**ericais) cover to obrain rheir allocarions., This siruation is
cempounded by high domesric interest rares (approximately 19% in
June 19802),

There are several rules governing payments for imports:

* All external paymenrs are made by the Bank of Iozambique
rhrough the banking system by bank transfer or money order,
Inporters overseas exporters are not petmirred to make
external payments fo overseas ¢xporrers by check,

* Payment. can only be made on presentation of documentary proof
n{ shipment of the gocds, Exceptions may he made where the
supplier requires orherwvise K or where international commercial
pracrice dictares payment in advance. In such cases it is
necessary *o obtain special authorisation from rhe Ninisrry of

Trade,

* In order to obtain authorisation for exrternal paymenrs rhe
importer musr ensure that the foreign supplier forwards,
lirectly ro the BRank of Hozambique, rthe shipment documenrs
including the bill of lading. The Bank compares these ro the
imporr permit before authorising payment,

Cn arrival of the goods it will be hecessary *to clear rhem through
. cusrons utilising ADElLIA., Customs clearing costs and import duties

musr he paid before the goods are released. Import duties are
based on the value and type of commodity imported and can be
ascerrained in advance from the customs authorities,

iozamhique's import licensing procedures are outlined in Exhibit
III - 50
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‘there an enterprise is seeking ro import services or orher
intanqgibles which cannot be linked to the import/export of a
commodity, it is not necessary rto apply for an import license. 1In
such cases the enterprise should apply for a ®"BAP®" or "Rulletim de
Autoridade para Fazer Pagamento®, ar certificare of authority ro
make payment., . The applicarion form is available from fhe Minisrry
of Trade and shruld be completed and presented ro that Ministry for
approval. An external contractual commitment should not be enrered
inro without having obrained rhe "BAP" in advance. 1In practice a
proforma invoice is necessary, and should be submirred with the
applicarion form to obrain the BAP.

The nurber of parries involved in authorising and processing an
intanqgible imporr transacrion are reduced and the procedures
involved in making aprlicarion and subsequently in making payment
are simpler rhan rthoso for obraining an import license.

Foreign Exchange Trarsactions

The Panlk of !ltoza~biaqur, (rhe cenrral bank), also funcrions as a
cormnrcial bank, parricularly in rhe area of foreign exchange
rransocrions where it alone has government permission fo trade,
Ilrknuah rhere is one orher commercial bank in liozonbique, rhe
rajoriry of corrrrcinl cnrerprises find {f expedienr ro mainrain a
curr~nr accounr with rh~ Pank of I'ozamhique.

Therne are indicarions rhar rhe llozambican bhanking laws will be
channseod in rhe furure rco increase the role of commercial banks in
an efforr ro reviralisre rhe banking incdustry ond +to give rhe nation
orearer flexibiliry in inrernarional trade, investmenr and
financial rarkers,

Abour 18 hard currencics and a few soft currencies (nambia,
zZirbabue, "alawi) aro all reqularly ftraded by rhe Pank of
I‘ozarmbique.,

Export Rerention Scheme

Tho !'wzarbique governrmenr, rhrough rhe offices of rhe Rank of
lHozanbique and the Iliinistry of Trade, operates an exporr retenrion
schene, knoun as "Fundos Consignados®, Under thic scheme,
exporrers are allocated furure access to a perccntage of their ner
forcign exchange earnin-'~, Thiz foreian exchange allocation is
then purchaznd and urilisesd via rhe conventional imporr permir
procedures. The schere vas esrablished to provide an incentijve ro
export and to allow exporters access ro foreiagn ~xchange with which
to fund imported inpurs for export+ production. Thcre does nor
appear to be any limitarion in the use of these funds providing an
import permir can be cbrained.

.Since most major exporr activities are conrrolled by public sector

or parastaral cnterpriscs, rerention funds generate in rotal
relarively small foreign exchange allowances for the privare
sector., llevertheless ar this rime export retentions are
effectively the only source of foreign exchange for mosr. privare

Ssector enrerprises.
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Necausc the export cerenrion scheme memorandum accounts are
mainrained by rhe Pank of Nozambique in foreiqn currency, the
devaluarions of rthe l'erical over the past 2 years have
significanktly increased the cost of purchasing any accumulated
trrenrion foreign exchange allocations,

The cxpor'. re¥ention rare which an expor' enter-rise is permitted
app~ats ro result from a negotiation with the Ministry of Trade.
Thc¢ negoriarion is reported ro hinge on financial forecasts of
export earnings and import requirements the enterprise presents to
rhe liinisrtry of Trade. The Ministry decides upon a retention rate
in relarion *to national economic priorities. The rares of
cerenrion permitted range from 0 to 100% of ner foreign exchange
rarninas. For trasdirional exports the range is from 30% to 100%.
In nituarions where rhe exports are generared through entirely
foreign aid-funded projects, 100t rerenrions are common. In the
pr.vare secror rhe median rerention percentagec appcars to be in trhe
rannn of 20% ro 3J0~. The ‘tinisrry of Trade is reporred *to be
parricularly flexible in negoriaring retenrion rares with new
enrrrprises involvina fnreign investment in Mozambique,

Oncr an conrerprise's rorenrion rare has been sertled, a conrract
l++:nen rhe exporrer firm, the !linisrry of Trade and rhe Bank of
l'ozambique is drawn up. The contract genecally has a tenure of one
vear and contains ~rovisions for ref.egotiarion,

A oyporr receiprs are received by the Bank of lozambique, |r
Aurnmarically conveorts rhe forerign exchanqge amounr inro Meticais ar
rbo nrevailing official exchange rare, The counrerpar* amounk is
rlvn deposired inra rhe exporrer's cutrent accounr. (ner of bank
reamsaction fens). Ar rhe same rime rhe Pank of t'ozanhique
caleglaren rhe percentane of fareign exchange +0 bhe rerained in
accordance wirh rhe rrovisions of rhe rerenfrion conrract, and
records rhe arount in A memorandum account denominared in foreign
srghitnge in rhe nar o of rhe axporter,

e Cterjcal avounr depacired in rhe exporrer's currenr accounr is
nor resrricred and :ray be disbursed or invesred in rhe normal
course of business ar virh any orher local funeds held hy rhe
aRpOCrec,

“hen rhe exporrer -a%es an applicarion ro rhe "linisrry of Trade for
an irporn permit urilising all or part of his exporr rerenrion
faor~ign eychanae, r-mivalent lericais rust he deposired in a Bank
of "ozaichique currenr accounr ro cover *he purchase of rhese
gerentjon fun'c,  “race, *he foreign-exchange-denominared
rraaran-luin accounr. of refenrion funds nainrained by the Rank of
luzarbique for a givrn exporter represenrs only a riahr fo apply ro
purchase rthese fun'ds from rhe Rank in rhe future through rhe imporr
prrni*r process, anrl is not an acrual monerary value in foreign
cnxchange which belnnas ro rhe exporrer. All amounrs recorded in an
exporrer's neroran-lun cxport rerention account are values which rhe
expnrrer earned in foreiqgn exchange butr for which *he Bank has
Already paid counterparr funds inro rthe exporrer's curtent account
in local currency.
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EXRIBIT IV - ¢
——

THE WOIAMBIQUE SampLe Of EXPORTING PIRMS

FIRE CODE IRDUSTRY ccon PRINCIPLE PRODUCTS -

"o 1 Manufacturing Batterjes

MO 2 (b; Agro-processing Tes

"o ) Manufacturing Rubber shoes, bicycle cires,
Rubber automotive parcs

"o 4 Agro-processing Cotton, citrus, tomaco paste

L Manufacturing $isal tvine

"o € Manufacturing Scrap itron

m 7 (c) Agro-processing Cashev kernals, CnsO

O 8 Manufaccuring Railroad sleepers, posts

"o 9 Agro-processing Copra, margarine, salc

"010 Ranufacturing cotton yarn, fabrics

o1l Agro-processing Cotton, sissl

mol2 Manufscturing Galvenized iron sheets, pipes

013 Manufaceturing Reilvay cars, lifeing equipment,
contsiners

Mol4q (d) Ranufscturing Clectrical vires and cables

(s)
{b)
{c)
(8)

Source : DNLS based on nozsmbique PERF dats.

Includes ssles in the domeat

EROCEA
Caju de nocambique
CELWOQUR

ic market transscted in 0US dollars.
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OWNERSHIP

SIZE
(V¥ Private) cocal expore Employees
100v f1l00% foreign) 4 440 1 083 (a) 3so
patascotal 3 ooo0 2 700 1 800
100v 1 910 350 (=) 400
508 {50% foreian) < 1310 1 160 (a) 3 300
100% 2 490 1 530 292
,1oos 220 190 110
Parascacal 48 840 37 s00 n/a
100y 240 S0 252
100 (lo0w foreign) 4 270 1 3o 4 000
100% (10Cs foreign) 12 500 2 S50 (a) 4 200
100 4 300 1 230 § 300
100% (S0 foreign) 5 soo 800 (s) 320
SRpress incervencionads 8 S00 6 600 850
parsscatsl 2 270 - 160
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1.

*prlications for import licenses utilising exporr rerention foreign
exchange follow exactly the same procedures as applications
involving allocated foreign exchange. Thcre are no restrictions
aqgainst. applying for import licenses which seek ro use both
allocared and export retention-sourced foreian exchange.

Although rhere i8 no fees for participation in the export retention
scheme, the differences between rhe -buying and selling rares of
exchange, the transaction costs involved in the currency conversion
processes and each devaluar.ion of the Metical effectively result in

a participation cost.

Exporrers typically maintain their own export reren. ' | memorandum
accounts and periodically check the *oral against rthe Bank of
ifozambique, Also, parricipanrs in the export rerention scheme
recoanise that. due to foreign exchange shortages, Government may
have a rendency ro reduce rhe import plan amounts of foreign
exchange allocated to enrerprises which accumulate significanr
quantiries of retention funds.

HOZANMBIQUE SURVEY APPROACH

The Hozambigue Sample

In ilotanbique, a toral of 14 firns participared in the PERF
survey. Five other firms also agreed to participare and took parr
in inirial discussjons with Dl&S§ survey staff, bur ulrimarely did
nor. corplete survey questionnaires. These included twO parastatals
and rhree private firms.

The principal characteristics of the Nozambique sample of PERF
Survey firms are presenrtcd in Exhibit IV - 6, In summary :-

* Ten of the 14 sample ficms are privately owned; of the
balance, three parasratal enterprises (Emocha, Caju de
‘iocambique and Celmoque) were certified by rhe Cenrer for
Frivarizatin for inclusion in the sample; the sample also
contains an ®empresa intervencionada® which counts itself as a
i'rivare entity bur in fact is operated by aovernment.,

* Sanple firms are drawn from a range of sectors, including
agriculture/agro-processing (5 firms); and borh lighr
ranufacrturing (6 firms) and heavy indusrry (3 firms).

* The sample covers producer-exporters of abour 25 differenr
producrs, including two irems (cashew, tea) counred among
llozambique's major strategic (traditional) exports, as well as
several items which are relatively new and still modesr export.
earners (galvanized pipe and sheets, automobile battreries,
romato paste),
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* In terms of employmenr, the sample represenrs a spectrum g
large, small and medium-size firms as follows :-

- 100 ro 500 employees : 7 firms
- 500 o 1000 employees : 1 firm
- over - 1000 employecs : 6 firms

. Cleven of the 14 firms are actual exporters, although several
are still fairly marginal operators who have begun exporting

only in 1948,

For logistical reasons all of the firms involved in the survey are
locarcd in rhe liaputo area.

vhile we recognize that rhe PERF survey in Nozambique has certain
liniratrions (nored bclow) DH&S believes that rhe sample firms are
rcasonahly representarive of the kinds enterprises likely to
account for a substantial share of rhe nation's export earnings
over the next few years. Firstly, there are at present a rather
lirired group of firms in !lozambique which now export or which have
exporred in rhe last fev years. Their number is esrimated at about
75 ro 50 enterprisec, of wvhich half might be privare-sector owned
or operated, l'ence rhe sample as a group captures a significant
proporrion (18%) cf rhe probable total number of exporters.,
Seconrly, based on 1936 export statistics, the value of the export
earnings reported by +*he 14 sample firms was abour 25% of toral
recorded national expor+ earnings for the year as a group.

This derives from rthe fact that two sample firms handle exclusively
or a substantial shais of exporrs of their respective producrs
(cashews and rea) for !Mocambique. And even for non-traditional
cxporrs, sample firms indicarte that in 1986 they generated about
onc rhird of toral non-rraditional narional expor*t carnings for rhe
year. Therefore the sarple encompasses a significant share of
toral export performance. .

Mozambique Sample Selection Methodology

To select our sample, we firstly attempred to cdefine the total
universe of current cxporvers. For this, a lisr of firms rhar
verce cranted expork liccnses in 1987 and in 1988 was acquired from
rhe inisrry of Tracde. A scecond list of actual current exporrers
was ohtained from the Fank of Mozambique. These lists were
supplenented by a third lisr of firms which were exporting in 1980
ro *try to idenrify (orrer exporters (this latrer was of some use,
bur limited, since ir rturned our that many of rhe private firms on
the 19C0 list no lonacr exist). DH&S also examined a recent World
Bank-sponsored consnlrant's Report (Arthur D Lirtle "Enterprise
Review® of capital rehabilitation requirements among !tozambique
firrs) in a further effort ro identify private sector exporters --
actual, pntential and former.

Iv - 19



3.

Next, DH&S compiled data on Mozambique export products by value,
for recent years. These data were obtained from World Bank and 1Mp
reports and from the information comyiled by Mozambique's
Directorate of National Statistics. These figures provided an
indication of the composition of Mozambique's commedity exports and
of the relative importance of individual items. An effort was made
to identify those products whose export was dominated by parastatal
enterprises. A composite list of exporters was then drawn 1p and
compared to these commodity export statistics to try to ensure that
our sample of exporter firms would be representative of the ranyge
of products exported by Mozambique's private sector,

Using this comparison of exporters to export commodities, a
tentative sample oﬁ;private sector exporter firms was devised. To
this was added the set of five parastatal enterprises certified by
the Center for °rivatization as eligible for participation in
PERF. The sample Was then shown to officials or a range of
Government agencies (Ministry of Trade; Office of Poreign
iAvestment Promotion (GPIE) and donor agencies (USAID, World Bank
and SIDA Industry Rehabilitation Project) for advice and
suggestions. The Maputo Chamber of Commerce was also contacted,

but was not particularly helpful.

conduct of the itozambigue Survey

With the assistance of the USAID Program Operations Officer ,
initial appointments were made with Directors of all chosen sample
firms. These appointments typically resulted in a meeting with a
Director for approximately one and a half to two hours, at which
the PERF project and objectives were briefly discussed, followed by
a longer discussion of the particulars of the firm. DH6S collected
some quantative information during the interviews, but also
solicited qualitative information on the business environment faced
by the €irm, and its overall foreign exchange uses and

constraints. Then DH&S explained 'the questionnaire, page by page.
Most. of the interviewees asked that the questionnaire be left with
them for several days and that DH&S survey staff return for a

second meeting.

The survey team periodically made follow-up calls to the
interviewees, asking if there were any problems with the
questionnaire, and reminding firms of the time constraints of the

survey.

Often second meetings were set up to collect the questionnaire, and
to clarify any immediate questions DH&S identified in sample firm's
respongses, as well as any confusion on the part of the firms. when
immediate meetings were not possible, the survey team attempted to
make reveral follow-up calls to complete the questionnaire.

. In some instances, it was necessary to apply considerable pressure

to obtain the questionnaire. communication with firms by telephone
was often very difficult since much construction work is under way
around the city (sewage and telephone systems). This meant that it
was often necessary to personally visit a sample firm's office or
factory to make appointments -- a very time-consuming process.
Ultimately, a total of five questionnajres were never returned
despite the team's persistence, and that of the USAID Program

Operations Officer.
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Limitations of the Mozambique Survey

Given the constrainrs of the survey schedule and logistics, DH&S
belicves that rhe sample gives a reasonably accurate insight into
export Sector conditions, particularly for privare exporters.
liowever several points should be emphasized :-

*

The sample is limired to Naputo firms alone, as it was
impractical to try to travel elsewhere in rhe country to
interview firms. Broadening rhe geographical spread to Ceira
may have produced some additional variations on rhe pattern of
responses received., It is notable however, that approximarely
50% of llozambique's industrial secror esrablishments are ro be

found in Naputo.

The proposeé PEF eligibility criteria -- especially
exclusion of firms wirth majority public sector ownership and
rhose who are indirect. exporters -- eliminate from the sample
(and the PERF universe) a range of firms whose performance is
critical to rthe success of Mozambique's export sector. These

include :-

- PESCO!l Inrernarional, the prawn exporting parastatal, the
narion's mosr important exporrer;

- CITRII'OS, *he cikrus exporting parastatal, a significant
exporter;
- LSTRASAL the salt producing parasraral, an important

potential exporter;

- fleral Pox a privare producer of tin cans, a key indirecr
exportrer; and

- CARNOC, a private producer of corrugated carftons, annrher
key indirecr cxporter.

The survey's lack of contact wirh rhese firms thus neglecrs an
inporranr. dimension of activity in the relarively small export
cecror of liozarbiguce.

The ncchanics of khe rurvey Froved to be gquire challenging in +he
iotarhique conrext. !any interviewees, for exanple, had
considerable difficulry complet.ing the questionnaire :-

*

tiany firms had ro struggle to provide the information
requested becausc of the lack of experience in thinking in
Fhese terms. Recordkeeping is poor and at rimes non-existent.,
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EXRIBIT pv . 7
——

PRODUCT REPORTED EXPORT EARNX&GS EXPORT TARCGETS (Us$000)
—_— .. -_—___-_-_j:::z::::j-_-__—_——- .__.___.____________________________i____..._.._____._...._.
PIRN (ussoon) Base Case(a) Besr Case(b) Nee 1ncrc|to(c)
—_lt25el2) ——2%e(b) Tong———ase(c)
SITC NAME cooe 1986 1988 (d) 1989

1989

1993 1989 1993 1989 1993
Mmajor Agriculeure
0577 Cashevs "o 7 15 2¢3 28 334 36 720 48 960 81 600 48 960 8] 600 ~O- -0~
0579 Cierus " 4 -0~ 30 oo $00 1 sp0 500 1 5p0 -O= -0
0741 Tes "o 2 1 280 446 2 700 4 860 16 200 4 860 19 sa0 ~0-~ J 240
2231 Copra MO 9 -0- ~0- 1 000 1 ooo 1 ono 3 300 11 ooo 2 300 10 ooo
2631 Cotton "o 4, Mo 11 518 J 632 ?7 710 8 500 11 spp 10 soo 18 sop 2 000 7 000
2654 Sisal B0 S, mo 1) 1 284 1 727 2 144 Z 189 J 285 3 105 6 210 916 2 928
Sudb tota) 19 842 3¢ 169 50 634 66 009 115 ogs 71 225 138 250 $ 216 23 168
——— — —_—— —— — ——— ———
Other Commoditieg
0565 Tomatop paste no 4 -0~ 80 . 750 750 2 00¢ 750 2 000 -0- -0=
2401 Raflroad 8leevere "o § ~0= -0~ 203 203 203 236 372 33 169
2820 SCrap mecy) "o ¢ 19 100 1%0 190 190 600 600 410 410
4249 Cashev nye shell of) K0 7 128 1 026 1 080 1 440 2 400 1 440 2 400 -0- -0~
6254 Rubber bicycle tires [ } -0~ -0- ~0~ ~O= -0- 50 100 50 100
€209 Rubber ayco parcs no 3 -0 -O- -0- -0~ -0~ 400 450 400 450
629] Meta) Containersg "o 13 “0= -0w -0~ -C- -0= 700 700 700 700
6513 Coceon yarn "m0 10 -0 -0 X S00 1 Spo 567 2 05% J 726 583 J 1%
6521 Text{les mo 10 -0- ~0~ 500 S00 189 685 1 242 185 1 053
6749 Galvanigzed Steel sheeey N0 12 -0~ 250 400 570 1 200 1 900 J 600 1 330 2 400
€783 Galvangizea Pipes N 12 -0 1%0 Joo * I 2 300 600 6 400 1 220 4 100
7441 Crangs, llttlnq ®Bachinery mo 13 -0- -O= . -0- 0= -0- -0~ S00 -0 So00
7731 Elecrrica) Vires, Cables "o 1¢ -0= -0- ~0- -0- . -0~ -0~ 4 059 ~0= 4 059
7781 Dry cell batcerteg n0 ] -0~ -0- -0- ~0- ~0- 80 1 soo 30 1 S00
77801, . auee batterieg "o ) ~0- ~0- 150 1658 242 oo < 000 138 1 758
7941 Railway carg "o 13 -0= -0~ 2 078 2 075 2 078 9 000 8 000 6 925 6 928
eslo Rubber-scleq shces "3 ~O= =0~ ~0- -0~ ~O= 100 100 100 100
Sub coea) 147 1 646 7 148 77713 11 J6¢ 19 89¢ 38 249 12 123 27 I3
————— —— —— —_—— —_—— ———
TOTAL 19 9p3 35 815 57 782 7) 782 126 45) 91 121 176 999 17 39 S0 540
(a) *Rase Case® 88auneg 5 continuacyoy of presen- condfcions of avnilabnli'y of foreign €xchanae for 1IMDOr ¢ e fnpucsg
(d) “Best Cage* assumey condictions ¢ freely avafilable forefan *xchanae (qof irpore eq inpyrg,
{c) “Ner Increase® *qQuals “pegse Case* mypy, *Bane Case*,

A Projecud.
: DHES baged on Mozambique PERP Sutvey par,
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* Hozambique is in the midst of a war, resulting in so much
uncertainty that most firms find it furile to rlan and to set
goals/targets, Conditions are so speculative in the wartime
economy that it is hard to make reliable estimates, Many
firms are challenged simply to survive day to day.

* Nany of the firms are new exporters, or are just starting to
export again ifter years of inactivity or product.ion
cxclusively for the domestic market. Hence, their views of
future requirements and opportunities may often be unrealistic,

* Some firms' factories or farms have been, and continue ro be,
damaged by the RFI'AIO attacks.

d The concepr. of *free availability of foreign exchange® ro meet
imported input needs, a central assumption underlying the
survey estimation of PERF demand, is so remnte from current
c”perience that firms found the concept. difficule to
comprehend.

ror all rhese reasons, rhe gquantarive survey responses need *fo be
inrerprered as crude indicators of rargets and needs, rather than
precise numbers.

MOZAMBIQUE SURVEY RESULTS

Estimate of Demand for PERF in Mozambique

Sample Firms' Nominal Demand

Pased on rhe liozambique survey, DH4+S esrimates rhat the exporr
sccror's demand for PRRF could be about US$13 million in 1989,
risinng ro US$30 million by 1993. Given the fluidiry of rhe
cituarion in Mozambique and the general absence and weakness of
dara on rhe acrivities of rhe exporr. secror as a whole, rhese
figures should be connidered rough orders of magnirude of of PERF
lemand, ‘le arrived ar these esrimares as follous :

* rirsrly, for the 14 companies participaring in rhe Mozambique
furvey, we arranged firm responses regarding recent exporr
carnings (1986 rhrough 1988, projected) and future exporr
rargers (for 1989 and 1993) according fo the 23
commodit.ies/producrs the firms' export or plan fo exporr. The
results of this fata organization are presented in Exhibir 1V
- 7 below,.

* Secondly, we compured the ®Net Increase® in export *"argers
rhat firms would anticipate should they find themselves in a
situation where foreign exchange for imported inputs was
freely accessible (i.e. in the preseiice of PERF). This net
increase was compu“ed as the difference between a "Base Case®
foreign exchange situation which assumes a conrinuation of
present conditions of foreign exchiange for imported inputs in
1989 and 1993, and a °"Best cCase® situation, in which forei-r
cxchange for imported inputs would be freely available.
Comparing rhese rwo scenparios, rhe net increase in firms'
exporr. rargets amounted to over US$17 million in 1989 and over
US$50 million in 1993 (E:nibit 1v - /).
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It is notable however, that for two firms, rhe *Besgt Case® presents
no improvement. over the present., These firms, rhe parastatal
handling cashews and cashew nut shell oil and a private/Government
Joint. venture exporting cortdn, citrus and romato paste, report no
difficulties in meeting rheir present. foreign exchange needs for
importing inputs. Both are obviously engaged in strategic export
activities given priority treatment by Government,

Thirdly, for rhose twelve firms projecting a net increase in export.
earnings with freely available foreign exchange, we converted this
ner. increase into a projected annual value of imported inputr
requirements. To do so, we identified firsr of all, what firms
estimated as rhec import content for each of rheir various exporr
products or comnodiries. Where fwo firms cited different import
cont.ent. proportiong for the sane product, we used the higher of the
two. These impor* contenr proportions and the nature of the

inpurs they represent are detailed in Exhibit Iv - 8. tiext., using .
these import content shares we computed the US dollar values of the'

import conte:nr of rhe ler Increase in export targets for 1989 and
1993. These values represent the annual foreign exchange
requirement. for imported inputs among lozambique sample firms; they
are equivalenr ro the projected gross demand for PERF on an annual

basis,

The projected qgross annual demand is presented in Exhibi*
VI -8 for the ycars 1989 and 1993, and amounrs ro over Us$ 8
million and over US$ 22 million respectively,

Fourrhly, we convecrred the projecred gross annual demand for pPERr
"0 A net value of PERF demand. PERF would be a revolving pool of
resources. To rhe exrent that PERF €oreiun exchange funds can
cycle more than once in a Year, the net amounr of foreign exchange
firms would call upon fron PERF annually would be less rhan the
gross levels of annual projected demand arrived at above,
Consequent.ly we used the cycle rimes that sample firms repor* Fhey
experience in exporting rheir various commodities and products to
reduce the gros= dJdemand for PLERF to a net value, Alrthough some
firms cired cycle rimes of wall over 12 months, we agsumed that in
rhe conte:xt of A streamlined (PERF) operating environment, no cycle
rime would excend one year,

This net. value, the last two columns in Exhibir IV-8, represents an
esrimare of the roral amount of foreign exchange that would have fo
be available in PERF to meet whar Hozambique sample firms project
would be rheir re-uirements on the Fund. These requiremenrs come
*o over US$7 million in 1989 and nearly Us$17 million in 1993,
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IMPORT OOHTIENT PROJECTED DEMAND m-m)
Cycle

fheee § CGross Value (b) Tire Nre value (c)
Lt — D® 1% T 1B 1%
3 COomsables, spares -0- 11M 18 -0 11
8 Conmmables, speres 184 800 12 184 800
30 Commables, syares 600 2 100 18 600 2 100
X Conmwbables, spares 24 878 6 13 439
1 bse 4 912 921 {47
15 Oowuntbles, syares S 2 8 3 n
40 PRaw meretials 164 164 8 109 109
10 Row mecerials, consurables, spares 20 40 13 2 [ ]
75 R« setarials, conmubles, spares 300 138 15 0 138
60 Rew mexerials, conipmbles, spares 420 420 12 420 £20
20 Conmusmables, sparea 11 632 [ 55 36
35 Comsumables, spares 65 369 8 43 246
70 faw maretials, speres 931 1 680 [ 465 840
70 Raw mxezials, spares 854 2 g 6 427 1 43
70 Rew matetials, Hores -0 350 12 0= 150
94 Rav moreclals, smres -0 3 815 6 -0 1 908
65 Raw raverials, smares %2 97y 12 52 975
85 Rev mererials, spares 1: 1 495 a 86 1121
60 FRaw mererials, spares 4 1%% 4 1%% 12 4155 4 15%
60 Rew motegials, consumsbles, spares 60 60 11 55 55
7252 17 388 619 12 15
6310 22 a0 711 16 196
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EXHIBIT IV - 9

ESTIMATED 1987 MOZAMBIQUE EXPORT EARNINGS AND REPORTED EXPORT
EARNINGS OF MOZAMBIQUE GAMPLE FIRMS AS PROPORTION OF TOTAL
EXPORTS EXCLUDING CASHEW, PRAWN AND SUGAR EXPORTS

(us$ Million)

Export Earnings

Prawn 31.6

Cashew kernecl 33.3

Cashew nut shell oil 0.5

Sugar 4.5

Circus 3.7

Cotron 3.6 (a)

Tea 2.4

Sisal 1.7 (a)

Copra 0.4

Other

- Junker 1.1

- Coal 0.3

- Tantalite 0.4

- Molasscs 0.2

= Coconur. oil 9

- Timber 1.3

- !iscellancous 3.7

Total 90.1

Total excluding prawns, 20,2

cashew, suaar

Sample firms' 1987 exports

excludinc cashews 6.5
(32.2%)

(a) Reported sample firr exports exceed DEN tokals; sample firm export
earnings substituted for DEM estimates.

Source : Direcao Estaristica tlacional and DH&S Survey Team
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EXHIBIT IV - 10

Dwmmmmmmmmmmtmm
IN MOZAMBIQUE BY SECTCR, OWNERSHIP AND FIRM SIZE

(us$ Million)
SECTOR CANERSHIP
1969 1993 1999 1993
Agro-processing 1.7 8.1 Privace Sercor 13.0 24.6
Manufacouring 11.3 21.9 Public Sector - 5.4
13.0 30.0 13.0 30.0

szce:umsbasedmamibimlv-f:amw-e.
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FIRM SIZE
BEnployees 1989 1993
less rhan 100 - -
101 - 500 2.8 ]:2.2
50 - 1000 - 8.4 8.8
over 1n00 1.8 10.0
13.0 30.0



Sample Pirms' "Bffective® Demand

As emphasized earlier, the DIi+S Burvey team perceived that due to the
present environment of extreme uncertainty in which Mozambique firms
operare, the notion of projecting future performance over a five year
horizon was foreign to many of the sample companies, Similarly, the
concept. of circumstances ®freely available foreign exchange® for
import.ed inputs is very removed from current experience. Although we
belisve that given present trends, there has been and will continue to
be increases in exporring from Mozambique, we suspect that on balance,
sample firms were quite optimistic in setting rheir stated export
rargets for the PERF survey. To the extent that stated export targets
are likely to outstrip actual performance, requirements or the sample
firns for imported inputs are overstated as well.

Accordingly, we choose o t:reat the net value of demand for PERF
estimated above as a ®"nominal”" demand. To adjust for possible excessive _
optimism among sample firms, we propose to reduce nominal demand by a "
factor of 403 ro esrimare the effective" net value of demand for PERF
--i.n. ro assume firms will acrually achieve only 60% of their projected
rargers. thile this number is arbitrary, it is roughly consisrent wirh
experience in Toanzanja's Seed Capital Revolving Scheme in which ro datre
abour. 55% of firms entering inro SCPS contracts have actually performed
{exnorred) on rhose conrtracts., On this basis, the net effective demand
for TERF resources among sample [irms may be computed as US$4.3 million
in 1939 and us$10.1 million in 1993, '

Estimated Total Effective PERF Demand

Nccause data on Mozambinue's exporr sector as a whole are so
fragmentary, exrrapolaring from the sample firms to derive an estimate
of the effective net value of demand for PERF among the universe of
potenrial users in tlozarbique is at best a renuous exercise. DHES has
approached the problen as follows., According *to rhc Directorare of
llational Statistics' preliminary figures for 1987 and DH+S survey teanm
esrimares, rokal Mozanhique export earnings may have been about US$9O
million in that year. FExcluding prawn and sugar exports {handled by
parastatals ineligible for PERF) and cashew kernel and CUSO exports
(handled by a ilozambique sample parastatal with apparently littrle need
for PCRF), remaining narional export carnings in 1987 may have rotalled
abour US#ZOn2 million. Trirms in our sample {excluding the cashew,CNSO
parasratal; report rhar they gencrated exporr earnings of abour US$6.5
million in 1987, or alour one third of the na*tional total wirhout
cashews/ClISO, prawns and sugar (Exhibit Iv=9),

‘le assume rherefore that sample firms in the furure would continue to
produce about. one-third of total Hozambique export values excluding
prawns, cashews (kerncl and ClNSO) and sugar. llence we assume and that
their requirements for IMERF resources would be about one third of the
toral requirement, Under thesec assumprions lfozambique's overall n

- e[fective net demand for PERP might be about US$13 million in 1989 and
US$30 million in 1993, Furthermore, assuming that the distribution of
requirement:s among all users approximates the pattern prevailing among
sample firms, demand by sector, type of firm ownership and firm size
would be as outlined in Exhibit IV-10.
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A Cautionary Note

The demand-estimating procedures we have employed above are reasonable,
levertheless, we emphasize that the results they yield must be
approached with caurion, as rough order-of-magnitude numbers. We note,
for example, that. one firm alone (railway wagon/lifring equipment/meral
containers) iccounts for two-thirds of sample firms' total demand in
1989 and over a quarter of sample firms' demand in 1993, Consequently,
any significant deviation in this firm's export performance from that
projected would substantially alter the estimate of demand for the total

population.

Import Content 2nd Cycle Times

Import Content |

rsrimared import content proporrions of export commodities/products have
been presented in Exhibir IV-8 above. Among agricultural products,
rhese imported inpurs are reported o range from about 8% to 35% of the
unit value (FOR price) of cxporr items. Among manufacturing products,
rhese proportions are reported ro range from a low of 15% of export
value (railroad sleeprrs) to as much as 94% of export value (electric
cables and wires). I+ is important ro underlire rhat spare parts are
censidered to be an imporrant imported input amrong nearly all survey

firrs.
Cycle Times

Cyclr~ rimes reporre’ l.y survey [irms are also Aerailed in Exhibir IV - 8
abovn. They vary frow o low of 6 months (sisal indusrry, corton yarn)
to o5 high as 18 montlc reported for tea and corton exports. These
larter esrimates appecr ro include lonq lead times for orderino
agricultural inpurs (cg. ferrilizer) for crop production, and adding ro
*thic a long cycle of harvesr, processing, kransporr and export shipping
and] payment, Compar. ’ ro tesponses in other survey counrries,
liozanmbique experiencer relarively prorrac-ed cycle rimes. This arises
no doubr from the country's unsetrled situation, but may well be subjecr
ro rapid improvemenr :ith a srrengthening of the rransport nerwork, and
a rc-csrablishment of more efficient shipping and administrative systems
ro accomodate rhe cxjansion of the export secror,

Important Qualitative Findings for Hozamblgue

Increased Exports

Consistent with prelirinary overall indicators for 1987, and with
continuing trends since rhen, ir appears that recovery in Mozambique's
exporr. sector i{s undervay. Among sample firms this recovury affects
borh agro-processors and manufacturing enterprises. Growth in export
values that mark this recovery is evident between 1986 and 1987 and

.quite dramatically berwecn 1987 and 1983 (although [igures for the

latrer year represent sample firms' projecrion for the 12 month

period). MHoreover, even under the a Base Case ~- an assumed
conrinuation of roughly present circumstances of foreign exchange
availability -~ mos* firms project sustained rises in export production.
The only exception is che cotron yarn/rexrile manufacturer who believes
rthar Government. will nor be able to provide foreign exchange on a
continuing basis. These respcnses sugaest that the ERP is having an
impact in both real and psychological rerms. And in a situation of
"freely available foreign exchange®, companies project that as a group
they would be able ro begin to sell seven new products in export markets
(30t of all products of sample firms).

[
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Local Sales in Poreign Currency

The DH+S survey team was interested to observe that local sales in
foreign currency are an important source of foreign exchanye for many
tirms. These sales are not classified as export production, but perhaps
should be so for the purpose of PERF, since typically the foreign
exchange purchasers of local production in the domestic market (eg,
Ylor1d rood Program, Lojas Francas) bring their foreign exchange
resources from sources ourside the domestic economy.

Competitiveness

Hany firms believe they lack competitiveness internarionally, and are
therefore forced ro seek export markets within the Southern African

region. However:

* Covernment.'s barter agreements with neighboring countries are
viewed as an imrorrant disincentive to exporr activity, as they do
not aenerate foreicn exchange for firms.

* Even within the region, some firms believe thcy are losing markets
o Asian and other exporters.

* A major export sector problem is that potenrial importers for
Nozambique's goo'~ in neighboring nations themselves lack hard
currency ro make purchases,

South Africa

Nozambiacue is heavily cdependent on South Africa for imports of raw
rarerials and spare parts., MHany firms strongly feel rhat they would be
scriourly hurr if resrricrions concerning origin of imports or
desrination of cxporrs wecre imposed in PERF. [ecauce of proximity, and
thercfore lower rransport costs, and often because of subsidized raw
marerials, South Africe is rthe most atrracrive supplier of imports,
Orher sample firms felt rhat they would not he seriously affecred by
such a policy, with rhe exception of losing convenienr access ro minor
Spare parts. A common view was that {t is nor only undesirable butr
ridiculous to order certain spare parks from Europe, waiting a longer
period of time and paying more, when the par* is available nex* door in
Sourh ifrica. (llote thar 10% of Mozambique's *rotal imports come from
Sourh Africa).

Imported Inputs for Labour Payment

Nany firms need foreign cxchange ko buy consumer goods to provide their
workers, not only as incenrives to work, but also to help mainrain or
increase productivity bty ensuring certain levels of nukrrition. Exampie:
family secror cashew pickers will nor pick unless there are goods in the
local srores for ther to purchase with their cashew earnings, Ilany
firms have rheir own vegerable farms and raise cows and pigs for rheir
workers, Import of rroductrion-related consumer goods is critical need,
yet one which perhaps cannot be met by PERF, as it would fall very much
in the caregory of "indircct® imported inputs.
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- Priviledged Access to Foreign Exchange

Several firms interviewed do not face severe foreign exchange
consrraints. For exanple, one has a special agreement with the
Government of !Mozambique to obtain irs inputs. Another, the cashew
parastatal, is also 2z strategic exporter and is provided with the
neccessary foréign exchange for its operations. For rhege firms, and
orthers, the most =erious problems faced relare *to the securiry situation
and difficulty o. kransporting goods from rhe counrryside ko overseas

shipping points,
Need for Capital Rehabilitation

llany firms expressed real enthusiasm for a pre-export revolving fund,
but emphasized that rehabilitarion needs and capiral investmenr
requirements should be rer firsr., Some firms recognize that they are in
such great need of,rehabilicarion and rechnical assistance that in their
presenr. conditions, thecy could nor efficiently make use of a pre-exporr

revolving fund,
Design Advice for PERF

The principle recommendarions for khe design of FLRF dealt with
cfficiency of operarions, especially regarding mobilization of funds.
Firns suggested, for example, a practice of issuing a lekrer of credit
or cash "againsr docuinenrs®. Funds should be made available in a fast
and cf{ficient manner. TFirns felt strongly abour reducing bureaucratic
delsoys,.  Interviewees folr thar beneficiary firms should be able to work
dirccrly with rhe finincial institution involved in PERF, and many
caurioned that rhe ranlk of ''ozanbique should no- be the financial
insrirution ro channel PERF requests, The Mank of liozambique is
aencrally regarded s inexperienced and inefficienr., Many firms
complain of considerable delays when dealing wirh rhe Bank .

AS an export incentive, (irms advise that a cer~ain percenrange of net
exporr rroceeds shouls! reverr to rhe firm tn he arplied ro wharever
nondds ik faces including rhe requiremenrs for inmrorred foodsruffs to
irprove diet and prodiacriviry of workers, Alsa, those firms which
hcavily depend on Sourh Africa for imports and/or exports, or firms
which have had previoun experience with ried ain rrograms, felr srrongly
thar rhe PERF should he unrestricted., Frustrarion was expressnd over
having to import goowds ar considerably higher prices because of
condirions imposed Ly doncr financing.

Finally, firrs urge! -~har PFERF should he coordinaral uirh secroral
Frograms already in place (for example, the ex:orr retention scheme).
PERT should complemen-, rarher than replace or compere with exisring

Sschemes,



REPORT ON A SURVEY TO ESTIMATE
FIRM LEVEL DEMAND
POR A PRE-EXPORT REVOLVING PUND (PERPF)
IN MALAWI, MGZAMBIQUE, TANZANIA AND ZIMBABWE

(Contract No 690-0510-C~-00-8017-00)

submitted to

US AGENCY FOR INTERNATIONAL DEVELOPMENT
Harare, Zimbabwe

by

DELOITTE HASKINS AND SELLS

June 28, 1988

VOLUME 2

L0\



CHAPTER V

TANZANIA COUNTRY SUKVEY



1,

CHAPTER V

TANZANIA COUNTRI SURVEY

EXPORT SECTOR OVERVIEW

Macroeconomic Context

Tanzania's economy has suffered a stare of crisis for several
years. This crisis has been characrerised by negarive real rates
of per capita GDP for rhe period 1975 through 1985, and years of
foreign exchange shortages arising from cor.inuous balance of
payments difficulties. In -eal terms, agriculture has experienced
only modest growth in rhe 1980's, while real industrial production
acrually fell every vear berween 1980 and 1985. Because of
balance of payments pressures, real merchandisz imports dropped
precipitously in the early 1980°'s, including a 22% decline in
1583, and real merchandise exports also decreased in the period
1982 rhrough 1985 (txhibit v - 1).

Since 1286 rhe Government of Tanzania and the World Bank Group
designed and pur in rlace an Economic Recovery Program aimed ar
srimularting economic arowrh through fiscal reform, trade
liberalization, flexible exchange rare management. and other
macro-economic and secroral policy measurcs. The FRP has
apparenrly begun tc have some effect in stimularing Tanzania's
ourput of goods and rervices, bur the impacr of years of economic
decline are still felr heavily in Tanzania's exparr sector, in
rerms of foreian ex:hanqge constraints, srare of dJisrepair of planr
and equipment. and c¢irruprtion or loss of previously esiablished
markcetrs and marketinc channels.

Expcrt Production

Traditional agricul-ural commodiries accounr. [or an overwhelming
share ~- about three quarters in 1986 -- of Tanzania's export
revenues (Exhibit v - 2). Coffee, an auction salc cormmodiry,
dominares export prci'uction, followed by corron, rea, robacco,
cashew nurs and sisal. 'hile coffee exports in volume ferms have
remained telatively crable (excepr for 1985), in value rerms
coffee revenues increased substantially in 1966 due to shatply
risina prices. Perfcrrance of other agriculrural export
commodities has been less satisfacrory : corron, robacco and rea
have all declined ir value and volume rerms, wirh producrion
reportedly dropping as a resulr of lack of producrijon inputs, poor
pricing policies an? low producer returns, nd rransport
bot+.lenecks., Cashe. exporrs have been inconsisrent as a
conseguence of chanaing governmenv. pricing and processing
colicies. Sisal, largely a private estare crop, has declined
significantly as an export revenue earner., Its poor performance
derives from lack of production incentives, and lack of production

inputs,
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SELECTED ECCHOMIC PERFORMAINCE INDTCATORS POR TANZANIA 1980 - 1986

FXOIEIT V - 1

Annual Real Growth Rates (%)

1980 1981 1982 1983 1934 1985 1986 (a)
Gross Damestic Pvoduct 0.6 1.3 0.9 0.4 2.5 2.5 3.0
Agriculture 2.3 2.3 2.6 1.1 2.6 3.5 4.8
In("‘us“[}' "10-8 -13.8 -7.2 -8.5 "11.5 "15.0 2.0
Cervices 3.3 0.4 3.0 -0.7 4.3 3.5 1.4
Merchandise Exports -1.8 15.7 ~12.7 -14.1 -10.7 0.9 9.3
Major primary products -8.5 33.5 -16.3 ~-18.7 -14.6 -4,2 7.8
Others 9.9 -36.7 9.8 7.6 3.3 3.9 1.0
Merchandise Imports 2.3 ~6.3 9.8 -21.8 1.0 12.9 20.4
Foodaqrains 206.3 =719 31.9 -28.0 3.3 0.1 -36.0
Petroleum 27.1 -15.9 ~2.8 3.5 1.0 4.9 95.2
Cthers 7.7 ~17.2 12.6 -19.5 6.9 26.6 23.6
1975 - 1982 1982 - 1985
GPD Per Capita 0.5 -1.2
1983 1984 1985 1986
¢ross official
Peserves (\weeks/imports) 4.0 1.6 0.3 2.4

(a) Escimated

Source : World Bank Data



EHIBIT V - 2

TANZANIA'S PRINCIPAL DOMESTIC EXPORTS AND EXPCRT EARNINGS 1982 -~ 1986

(us$ Midlion)

Fxport. 1982 1983 1984 1985 1986
Cof:fee

value 133.5 130.1 153.6 118.5 184.7
Cor.ton

value 56.4 61.8 49.5 29.6 30.4

volume (MT 000) 38.9 39.0 28.9 22.1 31.7
tisal

value 24.1 13.1 10.5 549 5.2

volume (11T 000) 50.7 26.8 21.5 15.5 15,1
Tea

valun . 18.6 21.8 23.5 17.0 13.6

volure (1T NNO) 12.0 16.6 11.1 11.7 9.5
Tobacco

valuo , 19.2 11.4 9.0 13.6 12.7

volure (11T 000) * 10.1 5.3 4.6 7.7 7.2
Cashew tuts

value 9.9 8.5 21.9 11.5 15.0

Volue (MT 000) 17.2 10.5 33.5 23.6 - 17.8
fubrotal (value) 261,7 244.7 268.0 196,1 241.6
Perroleum Products 13,6 13.0 22.7 13.7 4,6
"inerals 43.7 43.6 33.9 21.6 13.0
anufactured Goods 32.7 44.2 33.1 32.8 39.1
Ocher Products 51.4 33.2 S5 21.4 29.3
TOTAL 403.1 378.7 3808.2 285.6 347.6

. Source : wWorld Bank Data



VALUE OF TANZANIA'S DOMESTIC EXPORTS BY COMMODITY, SELECTED YEARS (a)

(us$ Million)
Praducts 03 106 100
Coffee-Arabica and iobusra Hulled 127.9 161.2 98.9
Cotton 61.2 31.6 41.4
Tea ' 21.8 13.9 12,7
Sisal Fibre 13.0 4.9 5.1
Sisal Twine 0.1 - 7.9
Cashewmuf. Faw 6.5 16.0 1n.0
Cashew Fernels 6.9 - -
Tobacco 11.4 13.7 11.0
Cloves 7.8 15.6 4.1
Cardammams 3.0 0.7 1.0
Seedbeans 3.9 3.5 8.6
Flower Seeds (h) 0.1 (b)
Sinchona rfark (b) 0.2 n.l1
Pyrethrum Producrs 0.9 1.8 1.5
Yarkle (Mimosa Fxrract) 2.4 2.6 3.9
Cocoa Peans 2.9 2.3 5.1
[alr. 1.0 0.4 n.3
Diaroirl 42.5 12.2 4.8
Cemenr. 2.5 0.8 n,7
Crude llecognnin (dry carposition) 0.1 0.2 (b)
HManufacrured Tohacco 2.9 1.8 2.1
tanufacrurcd Coffee 2.1 1.4 1.5
Other Fish Producr. 1.0 0.3 3.4
Textiles 1.5 3.4 9.2
Live pBirds and Animals 0.4 n.5 0.5
Gum Arabic {b) 0.3 T3
Rarreries 2.5 1.0 (h)
Aluninium Circles 1.5 1.4 1.8
Pees ikax 0.2 n.2 0.2
Timber . 0.6 1.1 2.0
Cotron Seed Cake 2.4 1.8 1.1
Hides and Skins 1.5 1.6 3.0
Cut. Flowers and Muds {b) (b) {b)
Cotron Yarn and Thread Grey 1.0 11.9 2.6
Of-Sisal 8.3 0.4 {h)
rplsasses .. 0.3 .5 0.2
TOTAL 3426 309.9 245.8

ta) Excludes petroleum exporfs
(b) Less than US$ 100 000

Source : Government. of Taizania, Board of External Trade



The balance of Tanzania's exporrs "8 made up of major commodity
groups : petroleum producrs, minerals , manufacrured prcducts and
miscellaneous other items. Petroleum exports 2re made up entirely
of residual fuel oil, a by-product of a local refinery that
processgs2s impor+ed crude oil. MNineral exports are made up of
diamonds, salt and gold. Export eaunings from these items have
dropped substantially since 1982/83 largely because of declining
diamond exports. A broad range of produckts account for
*manufactured and other item? exports : sisal rwine/rope,
textiles, cashew kernels, cottonseed cake, learher, sugar and
instant coffee and blencded rea among aagricultural-oased
commodities; and radiators, batteries, chemicals a=d aluminum
circies among non-agricultural manufacrures., It is notable rhat
manufacrured/other irem exports have decreased significantly ovet
the 1980's. Such declines are reported +to be due fro overall
reductions in Tanzania's industrial producrion. Industrial sector
capacity utilization may have been as low as 20% - 30% in 1985, in
a large part arising from foreign exchange consrraints preventing
the import. of recquired capital equipment, and industrial inputs.

A breakdown of Tanzania's export earnings by 36 major commodities
was provided, for selecred years, bv Tanzania's Roard of Cxternal
Trade to the DH&S study team and is reproduced in rxhibit v - 3,

With rhe advent of the Tconomic Recovery Proqram, the Governmenr.
of Tanzania is anxious ro encourage develonmenr of non-tradirional
exporrs and has cstablished various incentive schemes as parr of
rhe ERP, focussing in particular on minerals, marine and forestry
products, Observers believe, moreover, thar rhere may he
considlerahle scrre for rehabiliration of several industries with
exporr. potential. These would include texriles, rimber products,
sisal ropes, pyrethrum products and the learher indusrry, Other
industries with export potential have been suggasted to include
canned fruirs and juices, aluminum producrs, domestic holloware
and electrical equipment., A rehabilitation program for the exporr
sector would fearure provision of foreign exchange for capital
goods and spares, and for build-up invenrories of raw matrerial

input.

Public/Private Sector Roles in Exporting

The production and/or export of many of Tanzania's major and minor
export products and commodiries is handled by rhe qovernment
sector, either exclusively or in large rparv. Among the export
commodities/products listed by the Board of External Trade where
government.-owned oryanizations dominare are : coffee, cotton,
cashews, tobacco, pyethrum, cocoa, cloves, cemenr, diamonds, hides
ard skins, and aluminum products. The public secror role in this
respect i3 exercised in a varlety of forms including : parastatal
producer/exporters (eg cement); marketing agencies (cotton,

. coffee); or majority ownership in companies managed by private

parties (aluminum). 1In addition, public ¢n2 private secror
enterprises are simultaneously active in several export commodity
areas, notably tea, Private sector enterprises dominate export of
certain commodiries : principally textiles and textile products
and sisal twine, although parastatals are nevertheless still
present. in production and export of these irems to some degree.
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EHIBIT V - 4

mwmumsmmmmm'sm

Lxpoet I:.lmg'
Skep Action Steo
1 Mmrufacture export item 1
2 Carplete (D) Porm (3 copies) 2
3 smtcnmwmmsatotauma(m:) 3
4 NBC checks and certifies all three copies 4
5 t8C tranamits (D3 form :- H

'Blmwpy;omot‘ru‘zania (control covy)
¢ White ooy to Soard of Bxternal Trade {2€T)
® Pink copy held by :mc

(] BET lasues expcet license and returns o3 {white ¢
oopy) to expotter,

7 Kmit license, DI (white cory} and export ftem to 7
Qistams

3 Custars perfarms thysical cteck on jtem 3

9 Qustans releases item for export shifrent 9

10 Qitons transmits (D3 (white copy) to BOT and
cther docurmerts to taC

u iBC pays expocter in Tsh

12 1BC receives forex payment

13 NEC sends (D3 (pirk copy) to BOT

14 BOT closes file on Trarsaction

Source : FES

Ipoct Licensing
Action
Apply <o dank of Tarzania for liconse, specifying

exact. input. requirement.
* pro-forma invoice with FOB and CIP values

90T studies application and anxoves/di saprroves
30T issues impoct license for appeoval import transaction
Apply to tational Bark of Qormerce stitting :-

2 impxt license

¢ pro-forma invoice

* letter of cxedit acplication
® export license (if relevant)

JRC issues lotter of credit

Pay tBC local currency (Tsh) cover for letrer of
credit

Plac order

feceive goods

IBC oays suptlier (a)

i
!

{a} In case of a danor-funded Upoct. |ppact progras,
pPay=ent may be made directly by a overvees bk
on instruction fram the donor agency (bg NOBD)
after notification by SOT. In the cass of “aun
funds® imports, irporter’s off-shore bark gy
expenses .
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Sources of Poreign Exchanqe

Exporters face a parchwork of channels through vhich to nbtain
foreign oxchange for capiral cor recurrent exnendirures on
essential imports, These intlude :-

* Poreign exchange allocation through rhe Bank of Tanzania's
Import Licensing System (which includes control over
donor-funded import support. progrems),

. *Own-Zunds® import scheme, through which the importer
prcvides his own foreign exchange for imports,

» Export Retention Scheme -- one of rhe export incentive
mechanisms set up by Government -- which allows exporters to
keep part of their foreign exchanage carninas,

* Seed Capitai Revolving Scheme, a foreian exchange financihg
arrangemenr. for imported manufacturina inpure,

These mechanisms are described in greater (etail in secr.ion B
below,

EXPORT TRANSACTIONS : TANZANIA POLICIES AND PROCEDURES

Export Licensing

Tanzania has a sysrem of riaid controls in an arrempt. to capture
all foreign exchange earnings generated by exporr rransacttions.
All exporters rner he roaoistered with rhe Rank of Tanzania. Cach
exporting firm is given a regisrration number to be used in all
correspondence relafriny to exporr transacrions. The sysrem is
based on control of the ¢n3 Form, which reports cvery exporr
rransacrion, an? involves the Pank of Tanzanie, rhe Roard of
Exrernal Trade, and rhe exporter's commrercial bank (ie National
Bank of Commerce). Exhibir V - 4 outlines rhe rrocedures,

All exports from Tanzania are to be effecred only upon a confirmed
lerter of credit Adominated in a fully convertible currency. All
export earnings are ro he repatriared in on days,. Exporr
Retention Incenrive Schemes (see below) are rhe axceptrion ro rhis

rule.

Import Licensing

Owing to the severe foreign exchange consrrainrs facing Tanzania,
exporters requiring foreign exchange for imncrre report. that these
resources are made available on an ad-hoc basis, and only for
priority requiremenrs, The Governmenr's imporr. licensing system
serves as the framework for administrative allocarion of foreign
exchange. The system involves borh the ranlk of Tanzania (ROT) and
the National Bank of Commerce (NPC). The former examines and
approves/disapproves all imporr license applicarions, BoOT
approval constiturtes authority for the lIIRC to establish a letter
of credir on behalf of the applicant. The inport licensing
procedures are rpresented in Exhibit v - 4,

fy
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The Hinistry of Finance requires rhat all duties be paid on
imports, including those re be used in the menufacture of export
products, Customs duties ere calculated on a CIF Tanzanian Port
basis, There are now, with the introduction of the PTA reduced
tariffs, two levels of import duty and sales rax. Qualifying
imports on the “Common List® from PTA member countries will enjoy
preferential import duty and sales tax. Use is now being made of
the PTA Clearing llouse although not to any great extent, as the
Tanzanian aurhorities want ro ensure the counktry does not end up
in a debtor situation in the PTA arca.

Import. licensing procedures serve purposes of forcign exchange
allocat.ion atr two levels : inirially, through the Bank of
Tanzania's approval of an import license apolicartion, and later at
the point of the Mational Bank of Commerce's establishmenr of a
lerter of credit.. Given the graviry of Tanzania's foreign
exchange siruation it is not unusual for thc holder of a BOT
import license to wait up ko rvo or more years before the
counterpart. foreign exchange funds are made available in rhe form
of NBC's letter of credir., In principle, rrioriry access to
foreign exchange is given ko companies which require imported raw
materials to mecet a guaranteed export order. It is unclear how
consistently this principle has been appli~d in practice.

To alleviare its foreign exchange shorraqges, in 1984 Tanzania
introduced an "own funds® foreign exchange schere, under which
firms are granted licenses to imporr any of a faicrly broad range
of machinery and equipment, building raterials and selecred
consumer goods, the latter for incentive purjuses., Applicarions
for import licenses with own-exchange are reported ro be approved
fairly rapidly, an no quesrions are asked of rhe imporrer as ro
rhe source of rhe foreign exchange. oOun-funds imports are also
cxcluded from price control, 1In 19”5 own-funds imporrs were
esrimated to be as nuch as Us$ 300 rillion, or nearly one third of
thar year's total import bill. Pusinessmen, however, indicare
that rhe own-exchange scheme has nor led ro increcases in
manufacturing production or improved capaciry urilization. This
is no doubr duc rc the fackt thar an own-fun:s irprorrer can be
expected to compute rhe rrofitability of his imporr-based
rransacrion at the opporrunity cost of rhis foreicn exchange --
the parallel market rure -- rarher rhan official exchanae rate,
Frojecrs to import and sell high markup irems (eg consumer goods)
are likely to ke sufficiently profirable and relatively low risk
to be attracrive on rhese terms. put rypically projects featuring
own-funds to finance imports of capiral goods and industrial
inputs are likely to be financially less vorthwhile.

Recently, (February 1988) the Bank of Tanzania esrablished a New
Open General License (OGL)® scheme designed to accelerate khe
import licensing and foreign exchange allocation process. The
OGL covers a range of 41 BTN categories of imports, all of them
represent.ing selecred machinery and equipment, spare parts and
production inputs (see Appendix D - 1), The scheme limits
prospective imporrers to applications of no more than US# 100 o000
each and to a total of US# 200 000 for all applications. However,
it quarantces "automatic" issue of import licenses for valid
applications, and specifies a maximum of two months delay for
establishmenr of NBC letters of credit.

W



The new OGL scheme also requires srandard local currency cover

‘ptovisions. It i8 too soon to determine if the OGL system can in

pract.ice be supported by Tanzanla's foreign exchange reserves, or
will be an effeckive foreign exchange source for the export sector.

Poreign Exchange Retention System

In mid 1984 Tanzania inst.ityted a retention mechanism to give
incentive to expnrts, Under this system exporters are able to
retain a portion of their foreign exchange earnings in order to
import any commodity permissible under the “own-funds® scheme, so
long as the imported items are needed for cxport production, The
scheme now features three categories of retantion rates, as

follows :- -

* Category A - covering the six rraditional exports (coffee,
tea, cotron, cashew, sisal, robacco) for which exporters may
retain up to 10% of their export earnings to finance
imported inputs, with no transferability to sscond parties;

* Cataegory B - covering non-traditional industrial products
and permitting 50% retenrion of foreign exchange earnings,
with transferability to second parties allowed to procure
imported pronduction inputs and spares;

* Category C - covering farm, marine and mineral -products, for
vhich exporters are permitted to retain 50% of foreign
exchange earnings to import any item allowable under the
"own-funds® scheme, with rransferability of foreign exchange
to other producers to obtain spares and raw marerials,

At the discretion of the Bank of Tanzania, exporters in all rhree
categories have occasionally been given aurhoriry ro retain up to
1003 of their foreign exchange exporr earnings.

Lists of the commodities to be exporred and imported under each
retention category are presented in Appvendix D - 2,

Seed Capital Revolving Scheme (SCRS)

The SCRS was set up in January 1985 to assisr in the forelgn
exchange financing of imported inputs for export production,
especially for the non-rraditional secter., The scheme was based
on foreign exchange grants provided by the Swedish International
Development. Aurhority (SIDA), the lorwegian Agency for
International Development (NORAD) and the Herherlands Government.
SCRE now (harch 1988) counts a total of 47 companies formally
involved in the scheme, including both public sector and private

sector firms.
In brief, SCRS features the following operating system :-

* A company signs 2n annual conrract with SCRS specifying
yearly export performance commirments in rerurn for access
to the anount. of foreign exchange required to import the raw
materials and spare parts necessary ro meet those yearly
export targets,
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The company rthen provides full local) currency (Tsh) cover
equivalent. ro one quarter {25%) of the projected foreign
exchange requirement associated with irs annual export
commitmenr. At that point the Board of Exrernal Trade
deposits rhe counterpart foreign exchange for rhat amounr --
the "Seed Capital® -~ in a sub-accounr established for rhe
company within an external SCRS account supervised by BET.
Hence SCRS assumes the participatincg firms can cycle their
Seed capital four times per year.

The company next imports the inputs it requires using its
seed capital, going flirst ro the BET which confirms the
company's sub-account holds sufficient funds to meetr its
import requirement, and rhen ro the Bank of Tanzania for an

import. license.

Upon obtainlng an imporr license approval, BET sets up a
letter of credit in the overseas bank holding rhe SCRS
external account. The procedures is quaranreed ro rtake no
more than three days from inirial request fo estrablishment
of an L/C, providing the firm has adequate funds in its

sub-account.,

The exporter recejives its imported inpurs, manufacrures and
exports according to srandard exporring procedures. However
at the point of export licensing he specifies rhat his
export proceeds should he paid into his sub-accounr in BET'S
external account for SCRS.

tthen the foreign exchanqge procreds from the exporters
overseas sale are received, they are then disrribured
according to a formula which channels :-

- the full Seed cariral amounr. back ro rhe company
sub-accounr, ko replace rhe funds used for imporred
inputs and to be revolved in rhe firm's nexr exrort
production cycle;

- 353 of rhe surplus forrian exchange rcarninas (roral
proceeds less Seed Capiral) ro rhe company's
sub-account. as a rerained amount, ro be used” for
import of inputs for domestic marker production, if
the firm so desires;

- 259 of “he surplus foreiqn exchange earnings to rhe
overall PET external accounr ro be used as Seed
capital by new enfrants ro SCPRS (the contributing
company is refunded inh Tsh);

- 40% of rhe surplus foreign exchange earnings to the
Bank of Tanzania's general foreign exchange pool (the
contributing company is refunded in Tsh).



EXHIEIT V - 5

THE TANZANIA SAMPLE OF EXPORTING FIRMS

FIRM NO. l SECTR l

SIZE

PRINCIPLE PRODUCTS ORNERSHIP PRESENT TURNOVER (us$ '000) | EMPLOYEES
{% Private) Total | Export
Tl Mining Rock salt 100% 230 - 65
T2 tanufacturing Duplex board, sisal, matdies 100% (28% foreicn) 7 350 1 200 1 570
T3 (a) ramfacturino Table ware, sanitary ware, wall tiles parastatal € 250 - 1A
™ Marufacturing Dry~cell batteries, radio casseites 100% (100t foreign) 2 800 - 500
™ Agro-processing  Cottonseed cake and 0il, cereals 100% 3 150 1 000 450
T6 (b) ranufacturing Plastic piping, packaging, containers parastaal 2 150 - 200
17 Manufacturing Tertiles, cotvon varn 100% 840 315 280
T8 Manufacturino Wittle extract 100¢ (679 foreian) 1 000 3 800 1 500
19 Adro-processing  Sesame seeds, beeswax, seedbeans 100% (33% foreian) 1050 380 50
T10 Aaro-rTocessina  Prawns, lobster 100% 330 330 15
11 Agro-processing  Coconut. oil, & fibre, copra cake; dairy cheese 100% 370 - 30
T12 Agro-processing  Parquet flooring 100% 440 220 10°
T13 Agro-orocessing  Tea, cinchona 100% (100% foreiam) £ 400 7 000 5 000
T14 Manufacturing Vehicle radjators 100% 880 T70 215
T15 Manufacturing Bed linen, kitchen linen 100% (92% foreign) 2 350 250 400
T16 Agro-processina  Sisal fibre, tea 1002 960 300 1 700
17 Manufacturing Grey cloth, terry toweling, cotton drill, 100¢ 4 200 2 000 700

{a) Moroooro Ceramic Ware
(b) Tanganika Tegry Plastics

Source : Tanzania PERF Survey Data

t-shirts
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wonrtn cycie rime, and 1rts 3b% rerenrion amounr, rhe latrer
designed to be an incentive for exporrers. Ry earning retention
foreign exchange through SCRS, the exporter can import raw
materials for manufacture of producrs to sell in the domestic
marker where prices are higher, thus enabling him to achieve
higher profits to compensate for rhe lower margins at which he
must. sell in the more competitive exporr marker.,

The 47 current member companies of SCRS have in roral accounted
for about US$ 3.3 million in Seed Capital. However, it is norable
thar. overall, SCRS performance has heen somewhar tineven; between
SCRS5 inception and March 1988 :- )

* 26 companies have been allocated nSf 2.3 million in Seed
Capiral and have generared US$ 7.3 rillicn in exporf.
proceeds (ratio of 1 : 3.,2);

* 21 companies have leen allocared US{ 1.0 million in Seed
Capital and have generated no exporr nroceeds.,

“Addirionally, ir appears rhat firms' scpe 2xXporr rargets generally

cxcced exporr performance by a wide rarqin. ‘Uearons for this
shortfall in rerformance are unclear. 1Ir ha: heen sugaestred rhar
the IIF in iorld cank fiscal and credir conrrol measures for
Tanzania under ERP have aiven rise ro severe local currency
liquidiry problems for many firns, and have hoosred overdraft
invesrmenr rares as high as 31%, &5 a reculr, virrually all SCRS
corpanies are reported to have encounrercd serious financial
Aifficulries, including inabiliry rn vav rle required cash cover
in Tsh for seed capiral.llso perforrance rararrs have offen
situlrarecously -lepended en geparare atdirional forcian exchange
allocations for cariral equiprenr, allecarinns which nay not. have
heen forrhcoring. Finally, exporr rar«ers may simply also assume
unrealisric exyrort marker penerrarion.

TANZANIA SURVEY APPROACH

The Tanzania Sample

In Tanzania a roral of 17 firme parricipated? in rhe PERF survey.
Two additional firms also aareerd rn rarricinare and received
quesrionnaires and inirial briefinn inrervieus, bur ro dare have
nor returned information solicired.,

The principal characteristics of the sample of firms are outlined
in Exhibit v - 5,

It is norable that :-
* Fifteen of the 17 sample conpanies are privately owned; the
two parasratal firms (Morogoro Ceranic 'lare and Tanganika

Tegry Plastics) were idenrified by rhe cenrer for
Privatization for inclusion in rhe sample.
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. The sample represents all threc exporring sectors of
manufacturing funds, mining, agricultural/agro-processing

exporters.

» The companies of the sample export or plan to export ‘27
different commodities or products, a coverage which
represents nearly all the major classes of iltema exported by

Tanzania's private sector.

* The sample firms present a significant spread in size
(measured by employment and turnover) based on intra-sample
comparisons (however, the firms may be among the larger and
more recognized companies in their respective_
commodity/product areas).

* The sample is made up largely of Dar es Salaam based firms
with exception of one firm in Tanga (two additional firms
contacted which ultimately failed to return questionnaires
were also located in Tanga).

. The sample includes 5 potential exporters as well as 12
actual exporters.

Given the importance of the Seed Capital Pevolving Scheme
experience for Tanzania, the sample was also designed to include
five firms which participate in thar scheme. Of these four have
actually exported using SCRS resources to finance inputs, while
one (Morogoro Ceramics) has failed rto do so.

Tanzania Sample Selection Methodology

According to the Board of External Trade (BET), there are over

4 000 registered exporrer firms in Tanzania both,
producer-exporters and trader-exporters. This number may be an
overstatement, certainly with regard to currently acrive
exporters. Iowever, there is no accessible lisr of presenr
exporter firms. BET is now in the process of preparing a
directory of major exporters, butr it is not yer complete. Hence,
in the absence of an opportunity ro adopt a rore objective method
(eg random drawing of names of exporter firrs from a masrer
register), the following procedure was used ro identify a
representative cross-secrion of thc univerte of potential PERF

users -~:

* Firstly, the DIi&S survey ream consulred wirh the Boards of
both Cxternal Trade and Internal Trade, the tlarional Bank of
Commerce, the Bank of Tanzania, the Chamber of Commerce and
the Tanzania Customs and Tax aurhorities in an -effort to
draw up lists of :-

- the major export commodities and products of Tanzania;
and
- recognised producer/exporters and trader exporters

representative of the range of export commodities and
export sector circumstances of Tanzania;

V-13
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information from all these sources was reviewed in
conjunction with a list of 39 manufacturing firms reported
by our subcontractor I AII pevelopment. (Pve) Ltd ko have
been enrolled in the Seed Capiral Revolving ccheme as of mid

1987.

* Secondly, a worksheet was developed ranking, by export
value, the 36 different commodiries and products idenkified
by the BET as accounting for Tanzania's revenues from
domestic exports for the years 1983, 1986 and 1987 (see
Exhibit V - 3 above). In consultation with officials of the
poards of Internal and Fxtecrnal Trade, this worksheet was
then reviewed to identify those commodities and products
whose exports are largely handled by parastatal enterprises
or through government markering agencies (eg coffee,
pyrethum). tlext, for the remaining major ®*private-sector
-dominated® commodities or products, the previously
developed lists of exporters werc once again examined ro fry
ro pair "representative® exporrer firms with major export

items.

* Thirdly, within this general lisr of firms and privare
sector export commodities, a nore narrov list of sample
firms was cons-rucred, by selecting a minirmum of ar least
one priority company to be inrerviewed tor each recorded
major export commodity or praduct. In view of time
consrraints and for ease of inrervieviag, all sample
companies selected were locared in rhe greater Dar es Salaam
area, with rhe exception of trhose concerned uith sisal
enterprise, which wvere based in Tanga. The
"representarivencss® of rhis final sample was confirmed
iniriatly with BET officials, and was discussed later
several rimes with various senior execurives interviewed in
rhe survey for further insighrs.

Ultimately, we believe rhar rhe Tanzania sample selecrion process,
yields a reasonable cross-secrion of rhe rype of firms which might
be expected ro be potenrial PEFF users. ioreover, in the
snlection process we consciously rried to represent rhe widest
variety of conditions in Tanzania's exporf sn~ctor. particular
artenrion was accorded ro selecring cerrain firms associared with
commodiry/products showing relarive arovth in recent. years (eq
rextiles, woonr products; fish producrs, seelheans) on the theory
that these represenred cxpanding export npporruniries where an
infusion of foreign exchange might rcinfucrce momentum. Care was
also taken to selcct. firms associared wirh commodities/products
whose export value had shown serious decline (eg barteries, corton
and seedcake) on the theory rhat rhese miqght represent areas where
foreign exchange constraints were responsible for poor

per formance. Also, a repregentarion of the SCRS experience was
also expressly included, as noted earlier. Finally, firms were
also selected to represent categories of manufacruring,
agro-processing or mining operations, believed ro have export
potent.ial, bur not specifically identified in the BET sratistics
of existing major commodities. Firms representing radiator
manufacture, coconut oil processing and salr producktion are
examples in this regard,
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Conduct of the Tanzania Sugvey

The survey questionnaire was delivered to each of the companies
in the sample list, and discussed with a senior executive. 1In
some cases the questionnaire was left wjech the company to
complete, and collected at a later date, In other cases it was
¢ompleted at the time of tha DHG3 team's firsk visir.

vt

In all cases the results of the questionnaire were reviewed with
rthe companies and additional information and explanations were

salicited.

In some instances, it emerged in the initial encounter with the
proposed firm that, contrary to DET/BIT advice, the company in
question was a private/public sector joint venrure, with a
majority shareholding by Government. The firm was therefore
dropped from the sample., This was the case with regard to an
aluminum products manufacture. Similarly, although export of live
birds was identified as a porentially important future export
activity, in prelim‘nary meetings with a proposed sample firm it
became clear that no forelgn exchange financed-inputs were
required for the operation. The firm and rhe exporr commodity
were therefore dropped from the sample.

Limitations of the Tanzania Survey

The Tanzania survey was conducred in an informal interview-based
manner, despite the use of a formal questionnaire. This approach
enabled us to gather important qualirarive information which may
not have been forth coming in a more rigid formar, !evertheless,
we underline that the survey has certain inherent limitations :-

* The survey exercise 1is impressionistic, For example, the
export rargetrs clited are gencrally rhe opinions of persons
interviewed, and are not necessarily based on carefully
considered ana.ysis of company prospects., llevertheless,
each interviewee was a senior cxecurive of his company and
presumably able to provide a reasonably aurhoritive
perspective,

* It turned outr to be extremely difficult ro define the
overall universe of private secror eyporters in Tanzanla,
€even with assistance from knowledgeable officials and
businessmen . iience, quantitarive exrrapolation from sample
firm-data to the export sector as a whole is problematic.

* Due to the nature of our approach tro sample selection, we
may have captured relatively larger, more esrablished firms
in cur survey. Additional time and resources would have
beerm required to first define and then identify relatively
newer gsmaller firms in the context of respective export

commodities,
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EXHIBIT V - 6

mmam:mmmmmmmnmmas
OF FREELY AVAILAHLE PORETGN EXXHANGE FOR PURCHASE OF IMPORT™D INPUTS

EXPCRT TARGETS (Us$ '000)

PRODUCT FIRM
STTC Product. Name Code Base Case (a) Best. Case (b) Net Increase (c)
- - 1989 1993 1989 1993 1989 1993
0240 Deiry cheese ThH - 20 - 20 - -
0360 Prasms, lobster TI0 390 490 432 1 700 42 1210
0542 Seedbeans, pulses 09 450 450 ASnD 50 O [+
T05 300 300 2500 2 0o 170 ) e
0741 Tea T16 370 570 400 ) 150 0 580
T13 6 300 7 6m0 6 300 7 600 - -
0813 Ot lcake 05 700 700 3000 3000 2300 2 300
T09 50 S0 50 50 - -
2483 Parquet flooring T12 130 5100 1300 5100 - -
2654 Sisal fibre/pulp T16 129 437 129 874 - 41
102 1000 3000 1000 3000 - -
2659 Coir fibre T11 - - 6r 150 60 150
2783 Rock salt T01 220 255 500 EEv] 280 512
38 Gumarabic T 50 50 50 50 - -
4xx Vegetable oils Tl 35 35 35 100 - 65
4314 Peeswax T 150 150 150 150 - -
3322 Wattle T08 4375 4 375 43715 4 375 - -
S541x Cinchona T13 150 150 150 150 - -
6417 Duplex (pulp) board X2 1500 1500 2000 2 000 500 500
6Sxx Textiles, fabrics o7 315 315 900 1 350 58 1 035
T17 2000 4 000 2000 4 000 - -
6513 cotton yarn T15 263 319 600 729 EEY) 410
66Xx Ceramic ware T03 225MT  650MT S00MT  900MT 27SMT  400MT
6624 wWall tiles T03 41 000 Units 52 000 Units 11 000 Units
621 Radios T4 5 000 Units 5 000 Units -
7181 Batteries T4 2.88 m Units 23 m Units 20 m Units
8121 Radiators T14 825 1 250 825 1 250 0 1}
9k Plastic products (PC/HDEP) TO06 - - 1175 1720 1175 1720
(a) “Base Cise” assumes a continuation of present conditions of foreian exchange availability for imported inputs,
) “Best. Case" assumes conditions of freely available foreian exchange for imrorted inputs,
) “Net I.crease” equals "Best Case® minus *Base Case®,

Surce : DHAES based on Tanzania PERF survey data,
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KT IO OONTE
g!h ax == Wt Baaresce (a)
PN 1] s Purpose
0 2197  PRock salt 260 512 10 spares
™ 6417 Duplex bosrd S0C 500 55 raw material{chm pulp) spares
m3 66XX Oszaxmic ware 275 400MT ras materials (glaze) spares
624 wall tiles 11 000 Units g.um raw materials (qlaze) spires
704 76l  Patteries 20 M Units +88/un raw materials, spares
kot 542 h-utnnn-/bu;-es 1700 1 700 20 : spares (including transport)
0813 Oilceke . 1403 1400 20 spares
708 ‘093X  Plastic roducts 1175 1720 80 raw materials spares
m Gxx Twatiles, fatwics 565 103 12 packaging, spares
0 0360 Prato, loboter 42 120 uak10,000/yr spaces
™ G40 Dairy chasae 3 e materials, spares
M5 oir tibre 60 150 10 spages o
QXX vegmable ci} - [ "3 2 ras materials, spares
s 613  Ootken yxn m 410 k) raw materials, spares
T 04l Tee » 580 17 packaging, spares
M54 Ssisal Gl - Ly 10 spages

{a) rrom mirbit V - 6
(b) mmmnmmmmmm
{c) Gross Projected Dmand, for PP Givided by Cycle Tise

]
&:nra:mgdmm.um&u
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Groas value(b)
lm,

9 1w
28 51
275 275
k] 46

8 B8
1 600 1 600
340 340
280 280
940 1 37
70 125
10 10

- 20

6 15

- 19
105 127
5 100

- 4“4

OO DA WEND DWWV I

PROJECTED DEMAND FOR PERF

Net Valwe (c)
{usg*o00)
w1,
10 17
160 160
14 20

4 4
400 400
255 255
210 210
470 688
24 42

4 4

- 10

k] 8

- 9
70 85

3 50

- 22
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D.

Finaily, among sample tirms inrerviewed it should be emphasized
that we encountered a fair degree of uncerrainty and caurion
regarding future business conditions in Tanzania. In this climate
ir was often difficult for businessmen to try to think in
rractical terms of their needs from a perspective of "freely
avallable foreign-exchange®. To the extent thar they were unable
to do so weakens the reliability of their survey responses,

TANZANIA OF SURVEY RESULTS

Estimate of Demand for PERF in Tanzania

Based on the results of our survey, DH&S bhelieves that the
effective demand for a PFRF may be prudently estimated at about
us$ 3 million initially (1989), rising ko about us$ 12 million in
its fifth year of operation (1993)., This estimate derives from
both our survey data and reflection on rhe experience of
Tanzania's Seed Capiral Revolving Scheme., The esrimating
procedure we employed to arrive ar rhis result involves several

stages :-

* Firstly, we summarized rhe "Rase Casn® and "Best Case"
export targets cited by rhe Tanzania sample firms for the 27
commodities and producks rhkey cxporr. The "Rase Case"
targets assume exportina under roughly a continuation of the
present condirions and sources of for~ian exchange for
imporred inpurs, wbile rhe "Pesr Case" rargers assume a new
PFRF-like siruarion of "freely available foreign exchange®
for imporred inputs (Exhibit IV - 6),

* Secondly, we compured the "ler Increase”™ herween rhe rwo
cases (Exhibit IV - 6). These fiqures represenr the ner
increases in future evporr revenue rargers amonqg sample
firms given rhe assumprion of condirions of "freely
availeirle foreiun exchange™. 1Ir iz notable that several
firms indicarel rhar condirions of (rrely available
foreign-exchanae-fer-inpurs would have no irpacr on their
furure exporr rargers for a given treducr, suqggesring thar
orher facrors in arfdition ro sherrases of foreign exchange
for recurrenr inpurs conskrain Tanzania's export sector.

* Thirdly, where survey respondenrs projected a "tler Increase”
in exporr targers under condirions of freely available
foreign exchange, we rearrangerd rhe »rolducts concerned by
the firms which export rhem. 1exr, f{rom the survey data we
identified the esrimated imporr contenr for each "llet
Increase” product or commodiry and highlichred rhe nature of
this import content (EXhibir v - 7).

* Fourthly, using these imrort conktenr proportion facrors, we
computed the value of rhe imported cowmponent of the "ller
Increase” in export krargers under conditions of freely
available foreign exchange for inpurs. This we consider ko
be projecred gross demand for PERF among sample firms on an
annual basis. Ulote that rhis gross demand is computed for
the initjial year {1989) and final year (1993) of the
projection period (Exhibir v - 7).
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* Pinally, we recall that in a year the gross demand for PERPF
foreign exchange will be mer by a cycling of PERF resources
one or more rtimes. During the year. To reflect this, we
identify the cycle times cited by sample firms for tne
respective products in the survey, and divided the annual
groas denand for PERP by these cycle time factors., The
tesults are shovwn in the °*MHet vValue® column under the
Projected Demand for PERF of Exhibt V - 7, These figures
represent. the nominal net demand, afrer the effecrs of
cycling, that sample firms would have for PERP resources as
a supplement. to their existing channels of foreign exchange

to purchase imported inputs for export production.

In sum, in the initial yeac of the projection period (19689), we
cotpute a nominal net demand of US$ 1.6 million for PERF on the
part. of sample firms, while in rhe rerminal year (1993) this

demand rises to US$ 2.0 million. .

Sample Pirms' "pffective® Demand for PERF

Reflecting on the Tanzania Seed Capiral Pevolving Scheme
experience, we _assume that in any one year rhe effective demand
for PERF foreign exchange -- firms actually drawing down foreign
exchange for imported inputs and using them for export production
rather than simply stating rhey wish do so without acting -- will
be at the SCRS norm. At present, a bit mor~ than half (55%) of
SCRS firmg are actually drawing upon SCRS and exporting, and the
balance (45%) are not, despite the expor+ rargers specified in
their SCRS contracts. Our estimate of "effective® demand for PERF
among sample firms is therefore a rounded-off 60% of the stated
nominal demand for the fund in each year. On this basis sample
firms' effective demand for PERF will be about U3S$ 1 million in
1989 and US 1.2 million in 1993.

Estimated Total Effective PERF Demand

The size of rhe universe of potential PERF user-firms in Tanzania
is unknown. 1t is therfore difficulr ro exrrapolate rthe effective
demand for PFRF estimated among sample firms to an overall fiqure
represenrting the effective demand of all users. ‘'le have
nevertheless estimated the toral effecrive Jdemand for PERF in
Tanzania ko be about US$ 3 million in 1989, and about US§ 12
million in 1993,

We arrive at these figures based on rwo assuwptions. Firsrtly, we
assume that inirially (1989) the size of toral PERF demand will be
about three times the effective demand estinared for the Tanzania
sasple {n 19689 (3 x US$ 1 million or US$ 3 million). Assuming a
tzipling of th~ survey sample, this would mean a total of about 33
firms participating in PFRF in its first year of operations.

Given the SCRS experience (about 10 firms enrolled in its initial
year), this would seem to be a reasonable standard to expect for
PERF participation, especially in view of the larrer's longer
cycle times than SCRS, which would mean the ability to attract a
wider range of firms. Also, a PERP startup in 1989 would benefit
from somewhat more favourable economic circumstances than did SCRS

in 198S5.
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SECTCR
1989 1983
Egro-rrocessing C.9 3.
tanufacruring 2.1 Ce4
tining minimal  minimal
3.0 12.0

Source : DR&S based on exhibit V-5 and v - 7

EXHIBIT V ~ 8

DISTRIBUTION CF PROJECTED TOTAL EFFECTIVE DEMAND FOR PERF
IN TANZANIA BY SECTOR, OWNERSHIP AND FIRM SIZE

(us$ Million)
ORERSHIP
1989 1993
Privare Secror 2.1 7.7
Fublic Secror g.? 4.3
3.0 12.0

v - 20

FIRM SIZE

Bmoloyees 1989

less rhan 160  minimal

101 - 500 2.7

501 - 1000 -

over 10C0 0.3
3.0

minirmal

10.6

1.4

12.0
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2.

Secondly, we assume that over the five years to 1993, total
effective demand for PERP would increase rto a level equivalent to
10 times the zmount of our sample firms' combined effective demand
in that year (10 x us} 1.2 million or us$ 12 million).

* considering the pattern of increase in demand projected for 1989

through 1993 for firms wirhin the Tanzania sample -~ modest rise
over time -- this growth path would appear realistic. Such growth
lﬁbllcitly assumes thatr gencral economic conditions allow more and
more firms to become active in the export secror, rather than
relying on expansion from existing exporters alone to generate
increcses in demand for PERP.

Total EBffective Demand by Sector-Owned and Pirm-Size

Ve assume that the overall demand patrrern for PERF on a sectoral,
public/private ownership and firm-size basis will reflect the
distriburion of these characteristics among the firms generating a
demand for PERF in our Tanzanla sample. The major elements of -
this distribution are outlined in Exhibir v - 8, 1llote that, like
our own sample, the bulk of effective demand for PFRF resources
are likely ko arise from manufacturing flrms, privarely owned
firms, and firms in the range of 100 ro 500 employees.

We recognize rhat the Cenrer for Privarization has cerrified two
parastatal firms for immediate participation in PERF., Ue assume,
however, with future privatization acrivities in Tanzania,
additional public sector firms will emerge which would be eligible
for PERP and which would have a need for DPERF .esources. Hence in
our extrapolation from sample to toral user popularion we assume a
constant public sector share in PERF demand ro represent these
furure additional eligible firms,

A Cautionary Note

The estimation procedure employed above i{s reasonable.
llevertheless, we emphaasize that its resulrs chould be treated
with caution, as rough, order-of magnirude numbers. 'e note, for
example, that two firms (auto batreries and plasric products)
account. for over 50% of the sample'’s effecrive demand, and that
one of these firms has never exporred before. Illence, if one or
both companies were to deviate significantly from rhe levels of
effective demand we have projected for them, our estimates of
total effective demand for the sample and for rhe population would
be altered substantially.

Import Content and Cycle Times

- ‘fwport Content

FE-E o Y
- pecording to our survey data, the roral range of import content
* proportions of exports to be granted under a PERF facility runs

from about 10% in sisal fibre and coir fibre producrion, (mainly
for spares), to as high as 80% (raw matcrials and spares) in
plastics manufacrure. Exhibit V - 7 presents these proportions
for survey products. Estimates of import content in the
agro-processing sector run in rhe range of 10% and 30%, again
largely for spare parts, packaging or raw materials. 1In the
manufacturing sector the range runs from as low as 12% to as high

as 80%,

The importance of spare parts as an {mported input must. be
underlined. Spares were emphasized by every firm in our sample as
a key element of import content for export producrion,
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Cycle Times

Estimates of cycle times vary from a low of 3 months (manufacture
of barteries) to » high of 9 monrhs (seed bean and oilcake export).

Exhibit Vv - 7 provides detalls. We encountered some difficulries
with our sample firms in measuring rhe concept of cycle rime.
Several firms -- especially those for which spare parts form the
major imported inpur items -- found it hard ro relate cycle
periods to use of a spare part, which is consumed slowly and
possibly only fully “"used up" in a period longer than a year,

Important Qualitative Findings for Tanzania

This section summarizes importanr qualitative informarion produced
by interviews. Under each heading, findings arc listed in order
of importance, as measured by rhe nurber of companies offering

aiven commenr,
Current sources of foreign exchange

Firms draw uron four sources of foreiqn exchange for imporred
inputs :-

the various parts of the Exporr Derention Schemes;

the SCRS;

the Bank of Tanzantia;

aid money provided by donors (import supporr programs),

* 2 % »

tto firm cired the "oun funds® proqgram as a source of foreign
exchange.

Constraints to exporting
The firms surveyed cired eight facrors concrraining exporrs :=-

* The'lengrh of rire raken ro approve foreign exchange
applicarions, Protracred delays sororimes lead ro rhe
deadline dare for an export order expiring before rthe raw
marerials are obrained. This is rarricularly a probler for
corpanies who have not exportet! in rhe pasr, Such firrs
often have ro produce a confirmed exporr order hefore
foreign exchange will be granrad,

* The high level of rransporr cosrs wirhin Tanzania, which
undermine exporr. competitiveness,

* The need for new canrital equipmenr, fo replace current worn
out. planrt and machinery equipment so as +o be able ko
compete effecrively in the world market and to increase

production.
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Other

The difference between rthe official and parallel market
exchange rares., Exporters frequenrly have ro pay for raw
materials and labour at the parallel rate, and receive
payment for exported goods ar. rhe official rate., This makes
them non-competetive on the world market.

Poor local liquidiry conditions, compounded by the Bank of
Tanzania's decision to not give working capital loans to
companies which import raw materials under the various
retent.ion schemes.

Exporters® lack of knowledge aboutr potential export markets.

The shortage of skilled and unskilled labour willing to
work., Ofren companies need foreiagn exchange to be able to
import essential commodities and transporr ro provide
compensation incenrives ro their workers.

significant factors also cited are :-

The need for cxporters to satisfy rhe domesric marker. 1In
many cases domesric market profirs are used ro subsidize
prices in the more comperirive cxporr rarkeors, Imported raw
materials and spare parts are rherefore neceded for domestic

market production,

The current. infterest rare in Tanzania is in excess of 25%,
and many companies cannotr or o nor horrow money ar rhis
price to increase producrion,

The exchange risk of borrowing foreinn currency is a grear
obstacle for Tanzania firms. The preblem is parricularly
importanr where a company is imporrini and oxporting using
differenr currencics, for example enrecially where imporrs
are paid for in hard currenciecs and exporrs in PTA .
currencies,

The following recommendations for operation of PERF were offered
by companies interviewed.

Fund operrions should be simple and -uick-moving.

Funds should be made available for rhe imrorr of capiral
irems,

Financing under TCF should be availahle ar a concessional
rate of interest.,

v -23



* Foreign exchange should be available for indirecr
exporters, Currently only direct exporrers are allowed to
earn rerention currency for use in purchasing imports.
Firms that produce goods for the internal market sale for
processing and export by a differenr. company are not allowed
to retain a share of any foreign exchange eventually earned
by their ourputs (eq sisal fibre for sisal spinning, or
packaging for export products). Such companies also have a
need for foreign exchange for the purchase of raw materials
and spare parts. The resulk is rhat such companies may be
forted to export their production in unprocessed form to
obtain foreign exchange, rhus srarving the domestic
processing marker of raw marecials and denying Tanzania

value-added.

* Foreign exchange should be available for travel ro potential
foreign markets for clienr *prospecrion”.

* PrNF should provide for a larger foreign exchange retention
than is currently allowed, to make participation artractive
to the companies who currently meet their foreign exchange
requirements from other sources, '

summary of Selected Induskry Findings

Tea
Tea producers are forced ro sell 30% of their ourpur to the Tea

narketing Poard {a parasraral). They can sell the remainder
privately. All ferriliser and fuel must be purchased locally.
The main requirement. {or foreicn exchange i{s for purchase of spare

parrs and new capital equipmenr.,

Wat.tle
The rrees from which warrle exrracr s obtained are grown

The exrract is refined, eirher ro a solid form or to a
For the producrion of rowder, certain imported chemicals
other than this, rhe irportanr requirement is for

locally.
povder.
are required,
spare parts,

Text.iles and Cotton Yarn
corton is grown locally, and is purchased from the Cotton

larketing Board (a parasratal). The requirerent for foreign
cichange i{s ro purchase sparec parrs, nev capiral equipment,
packaging marerials and dyes. ‘llore value aled could be generated
if new machinery and other capiral equipment could be purchased.

Sisal Twine and Fibre
sisal planrs are grown locally and processed inirially ko produce

sisal fibre, and subsequently to produce rwine. The import
requirements for the production of rhe fibre fs for spare parts
for farm machinery. Spare parts for the sisal fibre production
machinery are available locally. Fertilisers are also available

locally.

Sisal pulp
Some of the chemicals used in rhe production of sisal pulp are

imported. The spare parks for the machinery can all be
manufactures locally.”
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Salt
Foreign exchange is required for rthe purchase of spare parts for

the machinery which extracts salr from the sea. 1In order to
increase production beyond the present capacity, more capital
equipmeni would have to he purchased. This would require foreign

exchange.,

Fish Products
Fish products are usually exported wirhour further processing,

except. freezing. The main requirement for foreign exchange is for
the purchase of new capiral equipment (eq trawlers and
refrigerated lorries) and spare parrs for this equipment.

Cotton Seed Cake
Corton seed cake is a by-product of edible o0il exrraction which is

produced for the iocal market, The reauirement for foreign
evxchange is for new capital equipmenr and spare parts for the oil

pressing machinery.

Seedbeans, Beeswax and Gum Arabic

The raw marerials are qgrown locally, and ar» purchased eirher from
cooperatives or from farmers. In many cases rhey are exported
wirhout further processing and rhus have no requictement for
foreign exchanqe, 1If seedbeans are processed [urrher (shelled and
split) the requiremenr. is for the purchase of spare parts for the

machinery.

Batteries
Many of the raw materials for the producrion of batteries are

imported., There is a shortage of foreiqn exchanqe for frhis.

Radios
Radios are imported in kir form and arsembled locally. Foreign

exchange !s required for the imporr of thesc kirs,

Radiators
Foreign exchange requirerents are for raw marerials and spare

parts. The firm inrervicwed (a mewtwer of ~Ci'G) says it has no
problems gerting foreign exchange.

Plastics
Chemicals required for the manufacrur» of plasric producks are

imported. There i3 also a requiremenr for rhe rurchase of spare
parts and new machinery.

Ceramics
The chemicals for producing the alazc are all imporred. There is

also a requirement for foreign exchange for the purchase of spare
parts,

Duplex Board

The chemical pulp used in the producrion of duplex board is
imported. There has been an attempr ro precduce rhe pulp locally
from sisal, to eliminate this foreinn exchanae cost. However it
was found that the sisal pulp producecd ferched a higher price on
the export marketr than the cost of the chemical pulp. Hence the
.sisal pulp is exported and the chemical pulp imporred, There {s

also a requirement for spare parts,
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Coconut Products
The requiremenr. for foreign exchange is for sparc parrs,

Wood Products

The company inrerviewed hires all ifts capiral equipment from a
parastatal company. It rherefore has no requirement for foreign
exchange. However, ro increase producrion, the company would
have to purchase ifs own machinery, and thus has a foreign
exchange requiremenr for capiral agoods and spare parrs.
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CHAPTER VI

ZIMBABWE COUNTRY SURVEY

EXPORT SECTOR OVERVIEW

Macroeconomic Context

tlith che excertion of fouth Africa, 7imbabwe is che largest, most

diversified and sophisticaced economy in sub-taharan Africa. Gross
product (GPP) tocalled US$5 320 million (z$? 200 million)

domescic
lanufacrturing conscicuces

in 1986, or us$700 in per capita terms,
the largest sectoral conponent of the econcry (:0% of toctal GDP)
followed by public adminisctracion includina healch and educartion
(15%); crade, hocels and restaurancs (13%); aariculcure (11%) and

mining (7¢%).

The main manufaceturing induscries are iron, sceel and mecal

fabrication (23%); food processina (21%); iexciles, clochina and
footwear {18%); chemicals and pecrochenicals (15%); beveraaes and
tobacco (7%). Mineral producrs inclule asbescos (157); coal and
nickel (9% each); copper {7%) and chrome are (A7), Zimbabwe is
essentially self-sufficient in its foo! rrodurcion, uvith che major
anricultural oroducts beina tohacco (76 nf total value of
aaricultural production narkeread); ben( (2N07): suaar {132);: cotcon
(12%): maize (10%) and Adairy rroduccinn (#%)., Tea, coffee, wheat
and soya beans are orher significant crors, while a wide ranae of
horriculcural rroduce is also rrovr.

~he rmanufacturing secror is noceworchy for its ranae and diversicy,
wirh a sianificant rroducrion of incerrediasre and capical acods,
Thore is a rredominance of privace ounershiv, orcinaced ro account
for 449 nf manufaccurina -urn~ver, [t ir a anvernnent rolicy
objective to reduce the level of [oreinn concrol. rscimactes of the
excent of foreiqn ownership vary uvidoly, 1teazlly, any firm wich
more than L5% ecauity in foreinan hands is Jdefined as "foreign
owned”®, which definicion would encempass sore 0% of induscrial
firms. Pased on acrtual sharcholdinas, the Confederarion of
7zimbabwe Industries (C7I) estimatrs foreinn cwnershie to E. in the

renion of 30% co 6G0%.

Induscrial accivity is hiahly concenrraced in terms of boch product
and location. In 1982, some An% of 6 000 jdepcifiable produccs
were bheing manufaccured under monopoly/oliceoroly conditions (at
most, three firms). Geographically, production is concencraced
around the main urban cencres with che carical city, Harare,
accounting for 50% and Pulawayo, cthe second larqest city,
accounting for 25% of ouctput and employmenc.

Investment levels in manufacturinag lasc ceaked in 1974/75. 1In
recent years che level of invescmenc has been low; 40% below that
in 1930/81 when government increaser the foreian exchange
allocations for investment purposes. ‘uch of cthe manufaccuring
sector's plant and equipment has ouctlived its economic usefulness

and is therefore, inefficient.
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ZIMBABWE : GROSS DOMESTIC PRODUCT, IMPORTS AND EXPORTS (1984-1987)(a)

1984 1985 1986 1987
(esc) (b)
Gross Domestic Product
expressed {n 2$ m 5 952 7 303 a 232 8 G640
expressed in US$ m 4 672 4 717 4 800 S 109
Imporcs
expressed in 2% m 1 201 1 447 1 640 1 660
expressed {n US$ m 943 935 956 981
toctal relative co GDP 20.2% 19,819 19.9% 19.2¢%
Exporcts, excluding gold sales
and re-exporcs
expressed in 2% m 1 271 1 545 1 700 2 106
expressed in US$ m 998 23 991 1 245
tocal relacive to GDP 21.4%¢ 21,2 20,72 24 .43
Gold sales
expressed in 2% m 160 190 413 n/a
expressed in US$ m 126 129 241 n/a
Pe-exrarcs
expressed in 72§ m 22 51 57 36
expressed in US$ 17 13 33 21
(a) All values expressed in terms of current rrices,
(b) GDP growch in 1988 is forecast to be 33 (Pegerve ant of

Quarcerly Tconomic and

monchs' stactiscics.

n/a not available

EXHIBIT VI ~ 1

flource : Central Scatistical Office,

VI -2

Scatisrical Pevierw, Sarcember/necember
1987). 1Import and exporct value projections fLar 1987 based on ten

fuarcerly Digest of Stacistics



EXHIBIT V1 -~ 2

2IMBABWE DOLLAR (Z*) EXCHANGE RATES

poreign Currency Units per z$
(z$ for Spot Transactions)

Mid-Year

(July) us$
1980 1,5781
1981 1,3833
1982 1,3072
1983(a) 0,9844
1984 0,.7850
1985 0,6459
1986 0,5831
1987 0,5911
1988 0,5700
(l1ay)

(a)

Source

Zimbabwe dollar

by 20%

£

0,6704
0,7427
n,7545
0,6455
0,6000
0,4534
0,3911
0,3711
0,3000

on

2,7715
3,4000
3,2249
2,6008
2,2720
1,8130
1,2318
1,0965
0,9600

Rand

1,2164
1,3173
1,49R2
1,0801
1,2090
1,3276
1,5177
1,2260
1,2500

Index of Forex Values

ush

100
88
83
62
50
41
37
37
36

£

100
111
113
96
89
68
58
55
45

(1986 = 100)

oM
100
123
116
94
98
65
44
40
35

Rand

100
108
123

89

99
109
125
101
103

was last officially devalued in December 1982

neserve Bank of Zimbabwe (PRZ)



EXHIBIT V1 - 3

ZIMBABWE DIRECTION OF TRADE

Destination of Exports Origin of Imports
1985 1986 1987 (a) 1985 1986 1987(a)
Z§ m Z§ m 25 m z2$ m 724 n z2$ m
Uniced Kingdom 200 210 230 151 180 144
Uniced Stcates 126 97 131 147 136 247
West Germany 153 146 226 1no 163 144
Italy 91 100 ]1 44 70 59
Sub Total 570 553 677 442 549 594
Souch Africa 166 211 176 273 351 354
PTA/SADCC Trade: (b)
PTA/non-SANCC (1) 18 27 24 2 T4 10
PTA and SADCC (2) 81 mn 77 41 51 41
SADCC/non-PTA (3) 99 135 187 3a 78 93
Sub Toral 19n 232 an} 82 133 144
Octher 611 704 723 6510) a7 570
Total 7% m 1545 170n 1007 14247 1640 1662
Total US3 equivalent 998 00} 111n 115 54 ag 2
(a) Fstimacte; basis on 10 monchs tradn staciscicn,
(b) Hote:
(1) PTA/non~SANDCC member states : Berundi, Comnres, nbijhouci, Tthoria,
Kenya, Nauritius, Ruwanda, Somalia, Uganda.
(2) PTA and SADCC member stactes : Lesotho, Nalawi, Swaziland, Zambia.
(3) SADCC member states which are not members of the PTA : Botswana,
Nozambique, Angola, Tanzania.
Those countries listed above which are undaerlined denote Zimbabwe's
major ctrading partners wichin the PTA/SADCC reaion,
Source : Central Staciscical Office, Quarterly Bullecin of Statistics,

VI - 4
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Uctilisation of planc capacicty varies tremendously, depending on the
availabilicy of raw macerials and spares for maincenance. A recenc
World Bank review of the induscrial seccor estimated that, on
average, capacicy ucilisacion was 80%. From chis it was concluded
that "wich the sector working close to full capacity, any prolonged
export drive would soon fizzle out unless sustained with near cerm
investmenc.” (World Bank Industrial Sector Memorandum, May 1987),
Sectors which have exhibited a sharp, upward curn in exports have,
or are planning to expand {e.g. textiles and garment crade,
furnicure manufaccure, railway equipmenc).

National imports and exporcts relacive to GDP over the past four
years are decailed in Exhibic VI - 1, Tocal impores for 1987 are
esciraced to be about US$ 1 billion or less cthen 20% of GDP,
compared to 25% GDP at Independence (1980) and 34% GDP brior to UDI
{1965). Over che period considered (1984 - 1987) cthe local
currency value of imporcts rose 38% buct, when exoressed in US dollar
terrs, imporcs rose by only 4% or 1% per annum, illuscrating che
ticht concrol exercised over irmporcs and che effects of
devaluacions.

Domescic exports, excluding gold sales ané re-expores, are
estinatec to have toctalleé US$ 1.2 billion in 1987, or 24% of Gop:
compared to 24% ac Incepencdence. <Zxoressec in Zimbabwe dollars,
the value of exporcs increased €6% durinc the four years presenced;
exrressed in US cdollar cerms, exvorcs rose bv 24% or an average
rate of 6% per annum,

Durinc che 1984 - 1986 period, the increased volume of exports was
insufficienc to offsec the effects of a weakening Zimbabwe dollar
(2$), and the slump in the major commodicy markets. This is
illuscraced by che decline and parcial recovery of the US dollar
values. Recently, cthe Zimbabwe dollar has been more closely linked
to the US dollar and exports, expressed in both currencies,
increased 14% to 15% in 1987. However, the growch in exports did
not fully compensate for the devaluation against the other major
currencies (pounds Sterling and Deutsche marks). The movement of
the Zimbabwe dollar since 1980 acainst major trading currencies is
given in Exhibic vI - 2,

Since Independence (1980) Zimbabwe has officially devalued only
once, by 20% in December 1982. However, the currency has been
allowed to floac and at presenc is 55% - 65% weaker againsc che US
dollar, pound Sterling and Deutsche mark. The Zimbabwe dollar has
fluctuaced against the Souch African rand, and is currencly
marginally scronger than the rand compared to 1980.

The direccion of Zimbabwe trade, boch impcrts and exporcs, is
summarised in Exhibit VI - 3., Souch Africa is the major source of
imports, accouncing for 21% of tocal imporzs in 1987. The United
Ringdom, Uniced States, West Germany and Italy togecher account for
35% of imperts and che PTA/SADCC group of countries for a furcher
9%.
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ZIMBABWE : DOMESTIC EXPORTS BY PRINCIPAL QOMMODITY GROUPS (1985 - 1987)

BUIBIT VI - 4

SITC Camodity Group 1985 1986 1987(b)
Darestic Exports : Excl. Gold and Re-EXports 2§ tillion

rood products (o) 254 322 365
Beverages and tobacco (1) 366 424 425
Crude materials, excepc fuels (2) 288 278 346
Mireral fuels, related products and electricity (3) 16 19 7
Animal, vegetable oils and fats (4) 2 4 6
Chemicals and related products (5) 27 21 26
Hanufactured goods classified by materials (6) 501 538 639
Machinery, cransport, radio/cv electrical equip (7) 25 26 25
Miscellaneous manufactured arcicles nes (8 & 9) 66 68 94
TOTAL 1 545 1 700 1 933
Index of Damestic Exports (1984 = 100) valued in zimbabwe §
Food produces (0) "2 192 218
Deverages and tobacco (1) 127 147 148
Crude material, except fueis (2) 114 142 174
Mineral fuels, related products and electricity (3) 96 113 45
Animal, vegetable oils and fats (4) 77 182 268
Chemicals and related prolucts (5) 114 90 109
Manufactured goods class by materials (6) 117 126 149
Machinmery, transport radio/tv, electricity equip (7) 111 117 111
Miscel laneous manufactured goods (8 & 9) 15 11 107
TOTAL 122 134 152
(a) SITC grouping of commxdities given in parenthesis.

(b) Estimace based on 10 monchs® actual fiqures.

eos Less than 0,5.

VI - 6
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1985

16
24
19

32

[o
g |. .

125
105
97

64
93
96
91
62

100

1986 1987(b)
Percent
19 19
b 22
16 18
1 1
1 1
2 33
2 1
A -]
1o 100
valued in us$
143 164
110 111
85 107
84 34
135 202
67 82
93 112
87 83
37 81
2 4



In recent years, the United Kingdom has surpassed Souch Africa's
position as the major markect for Zimbabwe exports. In 1987, sales
to West Germany increased markedly to place that councry in second
posicion. In 1987, che United Kingdom, Unit~d States, West
Germany and Italy togecher account for 36% of exports, South
Africa for 9% and the PTA/SADCC group of councries for a furcher

16%.

Exhibict Vv - 3 highlights two major regional imbalances. On the
one hand, imporce from South Africa consistently exceed exporcs to
that markec. On the other, exports to the PTA/SADCC councries
exceed the level of imports from cthem by a faccor of two.

Export Production

Zimbabwe exports for the past three years are given

Exhibit VI - 4 by principal commodity groups. (These figures
exclude gold and re-exports)., *anufactured goods account for a
third of zirtebwe's exports, risinag to about 40% when incduscrial
produces included under other groupings are taken into account.
Included under manufacturinc are nroduccs such as ferro=-alloys,
iron ané steel, copper, tin and nickel .

The value indices of exports are also given in Exhibic vI - 4 wich
values expressed in both Zimbabwe and US dollar cterms (1984 =
108). As to be expected, with its dominant role, exporcs of
manufaccured goods mactch the general crend. The major factor
influencing the growch in food procducts is the increased value
beef exports to cthe EEC under che ACP-Lome convention., Although
exhibicting che hichest export growth factor, animal/vegetable oils
and fats make only a minor concribucion to total exporcts (less
than 0.5%).

Exhibit VI - 4 again illuscractes cthac while exports have expanded
in zimbabwe dollar terms, it is only in che past year cthat this
has been sufficient to offsec cthe effects of the currency
devaluation and ocher negative market factors. Expressing the
hard currency values in US dollar cerms, against which the
Zimbabwe dollar has remained relacively stable in recent years
(Exhibit VI - 2), undersctates the sictuacion,

To establish recent trends in both the volume and value of
exports, the 1987 staciscics were indexed against performance in
1984, with values expressed in US dollar cterms. (Values exclude
gold sales and re-exports.) An index number over 100 indicates an
increase in exports relative to those achieved in 1984, while a
figure below 100 indicates a contraction. The data were grouped
in five categories :=-
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ZIMBABWE EXPORTS :

Cacegory

A

L)

(4]

fa)

Tocal value up
(no volume daca)

vVolumes up, sufficienc
to offsec the effect
of devaluacion and/or
weakened markec

Increased volumes
insufficienc to offsec
devaluacion and/or
cther negacive

rarkec crends

Decreased volume of
tzade 1987 relacive to
1984

Decreased cotal US$
value (no volume daca)
in 1987 againsc 1904

EXHIBIT VI -

5

1987 PERFORMANCE

Number of
commodicies
NoO

24

14

19

14

RELATIVE TO 1984 EXPORTS

1987 Exporc Value (a)

Tocal Proportion
uss$ )

lle 9

222 18

341 27

258 21

297 24

gxcludes migrancs' effects, include elsewhere in domestic exporcs.

Souzrce : Cencral Scacistical Office, Quarcerly Digest of Scatiscics.
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EXHIBIT VI - 6

vi -9

VALUE/VOLUME EXPORT INDICES OF MANUFACTURED GOODS (1984 = 100) (a)

Manufaccured Goods

Total Value Index (US$)

Total Volume Index

Class by Macerials 1985 1986 1987 1985 1986 1987
Ferro-alloys (39%) 98 101 122 89 101 121
Nickel mecal (13%) 105 93 98 96 127 135
Ingots & billecs (7%) 144 77 113 132 86 131
Copper mecal (7%) 96 110 109 82 101 9e
Iron & sceel bar, rods

& seccions (53%) 120 146 129 123 180 103
Yarns & chreads (S%) 90 110 158 77 99 99
Fabrics (4%) 109 133 217 148 231 297
Leacher in che piece (2%) 228 233 467 250 269 415
Tin mecal (19%) 93 53 46 109 126 44
Linen, furnishing

macerial (1) 139 139 274 not available
Parer & board (l%) 78 S2 82 75 34 93
Cemenc (13) {b) 39 43 72 45 47 67
Gemstones (0,9%) 45 83 118 not available
Wire (0,7%) 54 49 53 64 57 32
Tyres & cubes (0,7%) 75 58 127 33 61 29
porescic hardware (9,63) 66 98 123 not available
Railway conscruccion

macerial (0,6%) 105 313 600 110 391 710
3ed sheets (0,3%) 51 26 © 45 not available
Glass (0,33) 175 293 386 not availaple
Plywood & bhoards (0,2%) 33 13 45 not available
Ocher (Group &) (7,4%) a7 63 73 not available
SITC Groun 5 117 126 149
Miscellaneous Tocal Value Index (US$)
Manufaccured Arcicles 1985 1986 1987
and Commodicties
Suics, jackecs,

crousers (19%) 136 167 344 volume scaciscics
Dresses, blouses indices not

skircs (18%) 124 134 214 available
Footwear (15%) 53 91 144
Ocher cloching (10%) 116 112 153
Curios (1lw) 140 149 202
Travel goods (8%) 118 146 132
Purnicure & fixcures (8%) 59 69 92
Princed maccer (3%) 92 184 444
Ocher miscellaneous (8%) 46 37 55
SITC Groups 8 + 9 75 77 107
(a) Cactegories of goods given in order of importance wichin che SITC

Groups 6, 8 and 9 expressed in cerms of cthe value of 1987

exports as indicaced by the percentage figures given.
case of che SITC Groups B8 and 9, migrancs' effeccs have been

excluded).

(In che

(b) Cement exports in 1984 were exceptionally high (164 415 connes);
compared to an average 63 850 connes per annum the previous four

years.

Source : Cencral Scaciscical Gffice, Nuarcerlv Digest of Scacistics.



Cacegory A: commodities for which no volume daca are
available and which increased in US$ value cerms
in 1987 relacive to 1984: 24 commodities fall
inco cthis cacteqory and, cogecher, accounted for
9% of toctal exporc value in 1987.

Cacegory B: commodicies for which che volume of trade
increased and for which the US$ value indices
were complemencary i.e. che increase in volumes
was ac leasc sufficienc to compensace for che
weakening z$ or any ocher negacive markec
factors: 7 commodicties accouncing for 18% of che
total exporct value in 1987,

Cacegory C: commodities which increased in volume cerms buc
not to che same extent in value cerms - che
increase in volume was insufficienc to
compensace for a weakening 2$ or other necacive
markec ctrends: 14 commodities accounting for 27%
of cotal exporc value in 1987.

Category D: commodities which decreased in volume over che
period considered: 19 commocicies accouncing for
21% of cocal export value in 1987.

cacegory E: Ccommodities for which no daca on volumes are
given and which declined in value in 1987
against 1984: 14 commodities which accounced for
24% of tocal exporcs in 1987.

The above informaction is summarised in Exhibic VI - 5. In 1987,
nearly cthree-quarcers of toctal export revenue was earned by
commodities which recorded lower US dollar export earnings chen in
1984, Major commodities thact increased their export earnings
(relacive to 1984) include ferro-alloys, cogper, iron and sceel
products, processed foods, cloching and texciles - all classed as
manufaccured products, wicth cthe exception of coffee. The decails
for the manufacturing sector, listing che sectoral categories in
order of importance in terms of export earnings, are given in
Exhibit VI - 6.

Wichin cthe group of mecals, movemencs in volume and prices/value
have been variable e.g. che small decrease in the volume of copper
exports was offset by an increase in prices, whereas the benefic
of a 35% increase in nickel exports was nullified by adverse
prices. Wichin textiles, the increased value of yarn exporcts was
entirely due to improved prices while che exports of fabrics were
ctempered by negacive price movements.
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Rank Cammodity

Tobacco - urmanufacctured
Ferro-alloys

Cotton lint

Asbestos

Sugar - raw and refined

N W=

Nickel metal

Coffee - green

Maize

Meat - fresh, frozen, chilled
Copper metal and slines

OV~

11 Manufactured gocds - other(b)

12 Ingots and billecs

13 Clothing - total

14 Food products - other

15 Iron and steel bar, rod and sections

16 Yarns and threads
17 Fabrics

18 Crude materials, except fuels - other
19 Other meats
20 Animal feeds

21 Tea - bulk

22 Leather in the piece
23 Foocwear

TOTAL

Proporcion of total damestic exporcs

ZIMBABWE COMMODITY EXPORTS IN EXCESS z$10m IN 1987

EXHIBIT VI - 7

AND ESTIMATED PUBLIC SECTOR INVOLVEMENT IN THESE EXPORTS

Export value
zfn  usfn(a)
418 247
251 148
113 67
104 61
84 50
82 48
61 36
59 35
59 35
58 34
47 28
47 28
35 21
34 20
31 18
30 18
25 15
25 15
23 13
22 13
19 11
16 9
11 _1
1 654 977
78%

(a) Converted ac the mid-year rate of z$l = us$0,5911

(b) Group 6 ~ classified by material
(c)  IDC = Industrial Developent Corporation

Source : Central Scaristical Office, Cuarcerly Ninese f Starincies.

Public Sector Involvement

%

100%
100%

100%
100%
100%
100%
100%

1008

10%

100%

15%

Organisation

Cotton Marketing Board (COB)
Mirerals Marketing Corpocation (MMC7}

Hinerals Marketing Corporation (MM1C2)
Grain laarketing Board (@B)

Grain Marketing Board (G'B)

Cold Storage Camission (CSC)
Minerals Marketing Corporation (M4CZ)

Zimbabwe Iron and Steel Corporation (ZISCO)
IDC subsidiary/Associate Campanies (c)

Zimbabwe Iron and Steel Corporation (ZISCO)

Agriculrural Rural Development Authority (ARDA)

{Total Public Sector exports account for
+/- 2$620m or US$366n; equivalent to
+/~- 28% total damestic exports)



pPublic/private Sector Roles in Exporting

Overall, abouc a chird of domestic exports are accounted for by che.
public secctor. Commodicy exporcts which exceeded z$10 million

(us$6 million) in 1987 are liscted in Exhibic VI - 7. Numbering 23,
togecher cthese totalled z§l 654 millicn (or US§977 million) and
accounted for 73% of toctal domestic exports this past year. Wichin
the list of commodities given, public sector exporcs amounced to
about 2z$620 million (Us$366 million) or some 30% of cotal domescic
exports. This is largely confined co the marketing of agriculcural
and mining produccs. The agriculcural commodicies lisced in
Exhibic VI - 7 are all purchased and markected by the relevant
parasctacals, who take citle to che commodicties cthey handle. In che
case of the mining seccor, the Minerals Markecing Corporacion
(MMCZ) is essencially a markecting agenc for che mining houses,
which are privace secctor organisacions.

The balance of domestic exports (z$466m or Us$275n in 1987) are
largely accounced for by a mulvicude of privace sector concerns.
Public sector involvement, eicher rhrough parascactals or via
government invescment in joint vencures wich cthe privace secceor,
probably accouncts for less chan 10% of total exports. Government's
involvement with the private seccor has been to purchase
shareholdings in major firms or holding companies (racher chan
outrighc nationalisation). To date, chis change in ownership has
not influenced the management stracegy and operacions of these
concerns. Examples of cthis are government's majoricty buy-ouct (85%)
of Astra Holdings Limiced and opurchase of a significant scock (30%)
of Delta Corporaction Limiced, both holding conpanies for a wide
range of induscrial concerns.

Sources ot roreign Exchange for Exporcers

The Zimbabwe authoricties maincain a cighct concrol on tre usage of
foreign exchange and, to cthis end, a complex system of currency
allocation has evolved. currency requiremencs for invescment
capital are processed differently to those for raw macerials.

Capital Pormacion

All investmencs requiring a foreign currency inpuc are scrucinised
by che Induscrial Projects Commiccee (1pC) wichin che Miniscry of
Induscry and Technology (MIT). This includes new entrancs inco the
market and chose wishing to expand exiscing operacions.

Major factors influencing the IPC's deliberacions are whecher che
new investment will:-

* generate foreign exchange; or
* save foreign exchange, chroug!. input substicucion; and
* to what extent the invesctment will be reliant on imporcs for

its continued operation.
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The first of these takes precedence, witch projects forecasted to
recoup the foreign currency element wichin che firsc year of
operacion given prioricy. The major problem faced by invescors,
parcticularly for new projects, is the ability to obrain advance
orders to support an applicacion to IPC.

Once approved, the IPC issues che necessary approval for boch che
capital equipment and working stock of raw macerials and spare
parcs. The currency may be drawn from a number of sources e.dg.
the councry's own reserves; commodity inpuc programmes (CIP's);
*no currency involved® (NCI) arrangements when a concern makes use
of its own source of excernal funding e.d. donacion of plant by an
offshore parent company; and barcer deals.

The investor finances the purchase in local currency (z$) cthrough
normal financial inscicucions,

Raw Macerials

Sources of currency for raw macerials and spare parcs may be
classified into three major groups: direct local markec allocacion
(DLMA), direct external market allocacion or the Exporc Revolving
rund (ERF) and "alcernacive toreign currency allocacions (AA)*".

Direct Local Market allocations (DLMA)

—~he Yiniscry of Finance, Economic Planning and Developmenc (MFEPD)
operaces a 6-mcnch gquota system to allocace currency from che
general reserve to incduscry and comnerce., The global guoca is
varieble, depending on the balance of payment projeccions over the
six monch period wichin a four year horizon. Afcer deduccions
nave been nade for lecally commicced uses (i.e. external debrc,
profit remiccances), and oriority uses (imporcs of fuel,
medicines, ectc), the task of allocacting foreign exchange to
individual encerprises is lefc cto various miniscries cdepending on
the type of import icem:-

Miniscry Items

Induscry Raw macerials, components, machinery
equipment

Trade Manufactured products for re-sale

Agriculcure Essential requiremenrs for horciculcure,

crop chemicals, ferctilisers, dips,
stockfeed ingredients, machinery and spares

Mines Mining consumables and spares
Pinance public Sector Investmenc Programme (PSIP)

needs of both government minisctries and
parascatal organisacions.
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Applicancs lobby their miniscry in advance of che quora allocation
wich cheir bids. Allocactions are normally made on che basis of
hisctorical shares, adjusced for variacions on the global quoca.
The needs of new applicants are also taken into consideracion,

The DLMA is used almost exclusively for domestic markec
producction. Since 1980, che value of che DLMA has fluccuaced
about a general downward crends. At present, based on che Firsc
Quoca for 1988, che absoluce amount of funds allocaced is abouc
40% less chan the amcunc allocaced in 1980. The CZI escimaces
thact che purchasing power of chese funds is abouc 37% of chat of
1680, The cumulacive effect is that, in real cerms, cthe DLMA is
now about 22% of ics 1980 value,

The Export Revolving Fund (ERP)

An incegral parct of che Exporc Promotion Programme (EPP), che ZEIRF
was iniciated in April 1983 with a loan of US$70,6 million (Z$72
million) from the World Bank. This was to benefit exporters from
the manufaccuring seccor, providing finance for raw macterial
inpucs used in che manufaccure of export products. Over time, che
fund has expanded to include indirect exports, spares and
balancing equipmenc.,

ERF may be ucilised as eicher a post - or pre-export revclviag
fund. 1In che former sictuacion, the fund replenishes proven
drawdowns of stock uctilised in a exporct order. The laccer
sicuaction accommnodaces the acguisiction or che expansion of working
stocks in advance of performing an export order.

The fund works under a cripatriate arrangement involving che
Reserve Bank (RBZ), which manages cthe fund chrough a nominal
accounc; cthe Miniscry of Induscry and Technology (MIT), which
adminiscers che allocacion of currency chrough che Induscrial
Imporc Concrol (IIC); and che Miniscry of Trade and Commerce
(MTC), which issues import licences chrough ics licensing
department. Commercial banks provide the necessary banking
gervices to facilicace paymencs for imporcs and receipt of exportc
proceeds. For cthe individual exporcer, all banking cransaccions
take place in Zimbabwe dollars and all bank charges are incurred
in che same currency. Exporters may protect cthemselves against
currency fluctuations by buying forward for a period of up to 180
days.

The ERF is available to all privace sector manufaccturers,
including processors of mining and agriculcural products e.g.
mecal refineries and sugar refining. Parascacals involved in
*manufaccturing® (e.g. the ginning of seed cotton by che CHMB)
obtain cheir currency requiremencts via an allocation from che
general reserves through cheir respective miniscries._
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The ERF was excended in 1987 cto include che agriculcural and
mining sectors. The major seccors of che economy which are
excluded in che ERF, alchough significanc in generacing foreiyn
currency eicher in cheir own righc or by facilitacing exporcs, are
tourism and che service induscries (e.g. cransporc).

As adminiscracors of ERF, che government gave a quarancee to cthe
World Bank that no potencial exporcter who qualifiad for che fund
would be turned down. PReports from boch che public and privace
seccor indicace that the ERF has in facc been able to meec all
demands placed on ict.

prawdown of cthe facility began in July, 1983 ané was compleced by
the end of 1985. Early allocations accommodaced a relacively high
proporcion of applications for funds to be spenct on spares for che
refurbishment of planc and machinery. More recencly, cthe emphasis
has been placed on raw materials and consumables necessary for the’
performance of exporc orders.

Inicially, half the exporc proceeds over and above the inicial
imporc allocation (limited to a maximum of 60% of exporc value)
were to be rerained in che fund as a growch faccor. This has
subsequently been reduced co 20% (RBZ). The balance of the export
earnings are cransferred co the general reserve. Ac cthe race of
exchange percaining in 1933, che inicial capicalisacion of the
fund Us$70,46, less about US$l million channelled to exporc
cromotion, was equivalent to abouc 2$70 million. In 1987, ctotal
2llocacion fror che fund for exporcers' purchase of imporcs were
estinaced to be over 2$33C aillion (R3Z), equivalent to US$200
million.,

Agriculcure and Mining EPP

In Sepcember 1987, the EPP was extended to include che primary
seccors of mining ané agriculcture, This was facilicaced chrough a
commercial loan from a consorcium of British banks of £70 million
(2$230 million or US$125 million). The fund is cto be drawndown in
four equal cranches ac six monchly incervals. To date, half che
funds have been allocacted equally to che two sectors. The
currency may be used tn fund replacement equipmenc in addicion to
spares. In cthe case of the mining seccor, che racionale for
excending che EPP is that vircually all mining production is
exported. (The only major exception to chis generalisacion being
Hwange Colliery.) The importance of che agriculcural sector in
providing inpucs to manufacturing exporcers and as a foreign
currency earner in its own righct is recognised. However, che
imporc/export linkages are tenuous for many enterprises e.g. an
allocacion for ingredients to a stockfced manufacturer cannot be
directly relaced to an increase in beef exports by the CSC.

An export ravolving fund specifically aimed at che horticulcural
induscry has been proposed. Negotiations are underway betrween
Governmenc, the Horticulcural Promotion Council (HPC) and the
Necherlands Government regarding the operation of such a fund. It
is understood thar the Dutch are in favour of providing

z$10 million (US$6 million) co capitalise che fund and also to
finance technical assistance to this fledging export sector.
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EXHIBIT VI - 8

ESTIMATED SOURCES OF POREIGN EXCHANGE

Tocal Imporc Bill

Exporc Revolving Fund (ERF)
commodity Imzort Prog.(CIP)
Barcer Deals

Sub Tocal
Mo Currency Involved (lCI)

Ceneral Reserves:
DLMA
PSI?
Debr servicing and ocher
legal cormicrencs

1985
A usim
11,2 195
9,2 86
4,5 42
24,9 233
(incl. below)
75,1 701

100,0% $934

Source : confederacion of Zimbabwe Induscries (C2I).
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13,5 129
7,8 75
2,9 28

24,2 232
6,3 3

75,5 722

m——— e—

100.0% $957



Alternative Foreign Exchange Allocations
Several sources are involved:-

- commodity Import Programmes (CIP): Bilateral agreemencs wich
a variecy of condicions and allocation arrangements, CIiP's
tend to cover a broad speccrum of imporcs (raw macerials,
consumer goods and capical equipmenc).

- PTA Allocacions: Government, chrough the Commercial Importc
Concrol (CIC) makes available 2$40 million per annum (US$25
million) to local importers for ourchases from other
councries within che Preferencial Trade Area (PTA).
Allocacions are in two equal inscalmencs, coinciding wich
the DLMA quccal periods.

- Barter Trade: As a general rule, this form of crade is
confined to crade wicth che Eascern 3lock. In che pasec,
Zimbabwe has exchanged bulk agriculcural and mining
commodicies (e.g. tobacco and chrome) for a wide range of
goods, including foodscuffs (e.g. rice) machinery (e.g.
traccors), spares and components.

- No Currency Involved (NCI) Transactions: As che name
imolies, cthis is che use of a company's own source of
funds. This is generally confined to "donacions® by
incternacional organisacions to cheir Zimbabwean
subsidiaries. Local companies must orove the availabilicy
(and legalicy) of excernal funds before cthey are issued wich
an import permic.

Relative Imporctance of Alternative Sources of Foreign Exchange

C2I have made cthe following estimaces of che relative imporcance
of ERF, CIP's and Barter deals in financing imporcs during 1985
and 1986 (Exhibic VI - 8). In coctal, chese financing arrangemencs
accouncted for about a quarter of che total imporr bill.

EXPORT TRANSACTIONS : ZIMBABWE POLICIES AND PROCEDURES

Investment Project Control

At cthe most fundamental level, che size and shape of cthe
Zimbabwean export sector is concrolled by the Indusctrial Projeccs
Committee (IPC). Any new or expansion invesctmentc projectc, eicher

- flor the export or domesctic markec, which requires foreign exchange

for capital equipment or recurrenct inputs musc firsc be approved
by che IPC. Chaired by the Miniscry of Induscry and Technology
(MIT), it also has represenctatives from the Reserve Bank (RBZ),
the Miniscry of Pinance Economic Planning and Development (MPEPD)
and che Miniscry of Trade and Commerce (MTC). The IPC is assisted
by a working Committee known as the Sctracegic Planning Committee
which serves as the firsc screening layer co ensure chat projecc
applicacion ctransmitced to IPC are within che broad policy
guidelines sctipulaced by government. IPC then appraises projects
in more dectail. The IPC sits once a week.
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To. sbrain IPC approval the project must incer alia sacisfy all or
some of che following criceria :-

* eicher generate exports and hence foreign’exchange, or give
rise to import substicucion cthereby saving foreign exchange;

* recoup the inicial foreign exchange ouclay wichin cwelve
monchs;

* not duplicace local produccion; and

* give rise to addicional employmenc.

The IPC is primarilarly concerned with whether or not a project is
a nec foreign exchange earner, The first criteria on cthe above
list is cherefore the mosc cricical.

To apply for approval, companies must complecte a form supoplied by
the Niniscry, accaching all che relevanct decails perctaining co che
project (nature of business, foreign exchange requiremenc and
decailed cashflow projections). 1If all che informacion has been
supplied, it takes the IPC a forcnighc to make a cecision.
However, problems in providing all che daca requested ancg,
parcicularly, sufficiencly firm exporc orders to supporc che
proposed investment can result in many monchs of delay. If che
project is approved, MIT issues the encterprise a "leccer of
approval®. If the project requires foreign loans in excess of

Z$ 2.5 million, addicional aporoval of the Excternal Loans
coordinacing Cemrmicttee (ELCC) is required. Chaired by che
Governor of R8Z it consists of represencacives from ©IT, MTC and
MFEDD.

Projects involving foreign ownership of more chan 15% of cocal
equity must be aporoved by cthe Foreign Investments
Commiccee(FIC). This body is supervised by (MFEPD) and assisced
by a working party comprised of che Pernanent Secrectaries of MIT,
u7C, che Treasury and a represencacive from RB2Z.

BExport and Import Licensing

Exporcs

Almost all exporcs originating from Zimbabwe (20% or more local
contenc) do not require a specific export license as they are
covered by the Open General Exporct License (OGEL). The major
excepcions are scrap mecals and ammunition. For ocher commodicies
a license is required only if an export permit has not been
obtained from an appropriate departmenc and chese are :-

* pedigree livestock (Vecerinary Services) wichin the Miniscry
of Lands Agriculcural and Rural Resecctlement (MLARR);

* precious mecals and precious or semi-precious stones or
pearls (Minerals Markecing Corporacion of Zimbabwe, MMCZ);

* bulk commodities, both agriculcural and minerals (MLARR and
Miniscry of Mines, MMCZ).
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Both export and import licences are issued by the Licensing
Department of MTC.

For all expores in excess of z$50, a RBZ form CDl must be
completed in triplicate, for exchange control purposes. CDl forms
ensure that goods are exported in accordance wich exchange control
requlacions and that payment has been or will be received for che
goods. One copy (green) is for the exporters' commercial bank,
one copy (white) is for Customs and Excise and the last copy
(pink) is for NECI (National Economic Conduct Inspectorate) for
record purposes. Once payment has been received for an export,
the commercial bank recurns the acquitted CD1 form to the exporcer

and notifies RBZ as soon as possible.

Imports by Exporters

Any exporting or other enterprise requiring to import consumer,
capital or intermediate goods must be licensed to do so by the
Licensing Department of MTC. Before obtaining import licenses, an
encerprise must be in possession of certificates of allocation
from eicher Industrial Import Concrol (IIC) of NIT (co imporct raw
materials, spares or other inpucs for manufaccure), or Commercial
Import Concrol (CIC) (co import manufactured products for

resale). This cercificacte of allocacion lists tariff headsg of
icems that may be imported under the license. An exchange control
Forn E must be completed for all import transaccions to effect the

paymenct of suppliers by RBZ.

Preferential Trade Area Arrangements

The above import/export regqulacions also apply to PTA trade.
However, PTA procedures minimise the use of convertible currencies

in che settlement of intra-regional payments.

ERF Qperational Procedures

Netailed helow are the procedural steps for ucilising cthe Export
Revolving Fund (ERF). The steps are illustrated in the attached
flowchart in Exhibic VI - 9.

STEP ACTION

1, All applications are submitied by the exporcer, or
agents thereof, to Industrial Import Concrol (IIC),
for raw materials either on a "top-up"® basis or in
advance to provide manufacturers with addicional raw
materials (supplementary allocations) where an export
order cannot be met from existing sctocks. EXporters
may also apply for a currency allocation for spares
and balancing equipmenc,

Applications for cop-up allocations should be
submitced ctogether with the following documents :-

(i) copies (in duplicace) of evidence of despatch of
orders i.e. Bills of Encry/Export showing :
number, dace and F.0.B. values, CDl numbers and
councry of descinacion;

(ii) replacement value of cthe import content utilised
in performing cthe order must be stated,
specifying main raw material inpucs.
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STEP

ACTION

Application for supplementary or pre-exporet
allocations must bte submitted togecther with the

following documents :-

(i) two copies of the original export order;
(ii) F.0.B. value of export order;

(iii) F.0.B. imported content of the order;

(iv) expected date for the repatriation of export
proceeds.

Top-up allocation and supplementary allocations are
automatically granted by Industrial Import concrol
provided that the F.0.B. value of imporcts is less than
60% of the foreign value of the export price. There
may be delays for exporters without an existing
allocation and, therefore, a track record of exporcs.
1f the value of the raw materials inputs exceeds 60%
the applicacion is forwarded to MIT to decermine
whecther an allocation is to be made.

IIC gives the exporter a "certificate of allocation®
listing che tariff headings of the items to be
imporcted plus the total value of the items.

The exporter takes the certificate of allocacion to
the Licensing Department within MTC, which chen issues
an import license, A copy of the license is also sent
to MIT. Licences for goods incended for eventual
export should be drawn separacely from licenses for
goods required for manufacture for che local market.

The imporc license enables the exporter to obtain a
Letcer of Credit (LC) from a commercial bank, (paying
for it in local currency) and to import the raw
macerial inputs using the LC.

on payment and clearance of items imporced under the

above import license, the exporter is obliged to
submit to RBZ via their commercial bank, copies of che

following :-

(i) import license;

(ii) invoice from raw material supplier;

(iii) evidence of despatch or arrival (ie Bill of
Lading, Customs Bill of Encry/Imporc, Rail
consignment Hote);

(iv) evidence of payment for the raw material,

showing value in foreign currency (eg Bank
Debit, Bill of Exchange, or Letter of Credit).

Vi - 21

o



STEP ACTION

This information will enable the Reserve Bank to
draw-down on the ERF.

7. The exporter manufacturers and exports the rinished
product. The exporcter notifies his commercial bank of
export performance by means of a CDI Form, which has
all che informacion pertaining to the export
consignment. Under the ERF an exporter is allowed to
qranc credit terms of up to 6 months (180 days) from
the day of shiprent. '

8. The external buyer pays the exporter's commercial bank
in foreign currency for the exported goods.

9. The comme-cial bank nocifies RBZ of the foreign
currency receipts and, at the same ctime, pays the
local exporter the equivalent of the proceeds in local

currency.

10. RBZ then replenishes the ERF by deducting from the
export proceeds the inicial amount drawndown to
finance imports plus a growth factor {originally 50%
of net proceeds, this has subsequently been reduced to
20%). The balance goes into the country's general
pool of foreign exchange.

Incentives to Zimbabwean Exporters

Several incentives are available to encerprises currencly
expgorting from Zimbabwe and cthose wishing to exporc:-

Export Revolving Fund (ERF)

Relatively easy and ctimely access to currency to either acquire or
replenish stocks of -inputs required for exporc produccion has
proved a strong incentive to exporters. This is borne out by the
fact cthat cthe majoricy of exports which exhibited a positive
growth in 1987 relacive to 1984 were manufactured products, which
benefit from che Export Revolving Fund (ERF) incroduced in 1983.

Export Incentive Scheme

Incroduccion in Augusc 1984, the incentive rate has been at 9% of
the F.0.R. value of the exports. The rate of cthe export incentive
payment and the list of export commodities elligible for che
incentive payment is determined by che MFEPD. All additions or
deletions are at che descretion of the Secrecary to the Treasury,
applications for cthe inclusion of non-qualifying commodites may be
submitted to the Secrectary. A list of approved and excluded goods
is available from the Department of customs and Excise.
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To be elligible, export goods must be of Zimbabwean manufacture
with a minimum local contenc of 25%. Goods which are merely
repacked or are assembled from cumponents, are cxcluded from the
scheme. The minimum value of qualifying goods within any one
consignment is 2$100 (us$60).

All exporters need to be registered with the Export Incentive
Department of Customs and FExcise before they may claim. This is
done by means of filling in a regisctration form, obrainable from
Cuscoms in Harare, Bulawayo, Gweru and Mutare.

The regisctered exporcer claims by means of a claim form (obtained
from che Department of Printing and Stationery), filled in in
triplicate with two copies being sent to the Incentive of Officer
of Customs and Excise. <(laims must be submitted within six monchs
of an exporc ctransaction. The claim forms must be accompanied by:-

* all documents needed for any export; and

* Certificate of Proof of Payment obtaining from Customs and to
be filled in by cthe exporter and the exporter's commercial
bank.

Supplementary Forex Allocation Scheme based on Incremental Exports

In iiovemper 1987 the RBZ announced a supplementary allocation of
ocre1nn exchanae to all infuscrial exporcers based on incremental
orct perforrance. Set ac 25%, ctnis allocation was based on cthe

cremental F.2.8. value of manufactured exports of che calendar

:r 1986 over 1335, Subsequent allocations will continue to be

aie onoan anncal basis. The RAZ's estimates that 2$11 million was

zllocacted haser on increased exporc turnovers of 1986 over 1985.

e {1oure is expected to rise substancially in fucure.

o 'l

axr
in

Yea
e

The scheme is limited to exporting manufacturers and the
aiiocations may either be used to promote fucher exporcs or for the
domestic market. The RBZ administers the allocations and IIC
issues the licences, listing che tariff items that may be imporced
againsct the above supplemenctary allocation.

Customs Drawback Duty

The Department of Customs and Excise operates a scheme whereby
exports may claim back cthe duty and 20% Import Surctax paid on
imported inputs of an export commodity. Payment on rebate claims
is normally effected three months from dace of application. There
are ctwo types of drawback duties,

* Induscrial Drawback: for those items which were imporced as
raw macerials and chen processed into finished products for
export. The rebate is only applicable if the processed goods
are exported within two years of the raw macerial being
imported into Zimbabwe. Customs determine the amount of ducy
to be rebated, based on the percentage of imported materials
used. Exporters must submit evidence (e.g. stock cards)
togecher wich their claims co satisfy cusctoms that the
imporcted raw materials were utilised in the manufacture of
the export product. Customs officers may visit the premises
of the exporter for a physical inspection.
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BEIBIT VI - 10

LIMBABWE TOTAL SURVEY

FIRM LOCATION INDUSTRY QUESTINNATRE QUESTIONNAIRE QUESTICRIATIRE
RETURNFD NOT RETURHED REFUSED
L 21 Harare Clothing .
L 22 Harare Industrjal Cables .
L 23 Harare Packaging .
M z4 Bulawayo Agro-frocessing .
L 25 Harare Packaging .
L 26 Harare Agro~processing *
L 27 Harare Agro-yrocessing .
M 28 Harare Engineering *
S 29 Harare Footwear .
L 210 mulawayo Darestic Rardware and Appliances .
M 211 Harare Travel Goods .
M 12 Harare Agro—processing .
M 213 Harare paints and Coatings .
L Z14 Apex Corporation Harare Light Bngineering .
L 15 G Group Harare Timber, Parguet, Doors, Glass .
L 16 Aberfoyle Harare Agricultural Produce .
M 17 G&D Shoes Bulawayo Footwear, featherwear .
M 18 Barirga Exporters Harare Stationery ¢
L 19 Hubert Davies Harare Enqineering .
L 20 Circle Cement Rarare Cerent. .
S 21 Field Furniture Harare Furniture .
s 22 Futur ana Barare Furniture *
S 23 pavid whitehead Harare Yarn and Printed Fabrics .
43 24 Bakke Rarare Furniture .
L 25 Tanganda Tea Harare Bulk Tea & Processed Tea, Coffee .
L 26 Archer Rulawayo Clothing *
L 27 Blue Ribbons Harare Food Processing *
M 28 willards Harare Food Processing o
L 29 J W Wilson Harare Furniture .
L 30 2FC Karare Fertiliser .
L 31 Anglo American Corp. Harare Head Office : interests include :- o
Sugar pruduction & Refinina
Mining
Mineral Refining
Transport
n Cxyco Harare Potential Exporter : Gases A
33 Clem Enterprises Bulawayo Potential Exporter : Encinrering .
k] Cotonet. Bulasayo Potential Indirect Exgrrter : Fackaaing .

Saurce : DS Zirbabwe PERF Survey Data,
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C.

To benefit from the drawback, imporcters endorse che

Form 21/Bill of Encry at the cime of importing the relevant
goods to the effect that they will be claiming the drawback.,
on exporcting the completed goods, Form 34/Bill of Exic is
similarly endorsed, Wichin 30 days of exporting, the
exporter submics a drawback claim form (Form 44) to which is

attached: -

- Form 21 plus che import invoices and store cards;

- Form 34 plus the export invoices and copy of the
corresponding CDI Form.

* game-Stare Drawback: applicable to items that have been
imported and exported without undergoing any manufaccuring
process. With no fixed time limit between the date of
importation of the product and date of exportation, the duty
rebace is normally 100%.

ZIMBABWE SURVEY APPROACH

The Zimbabwe Sample

For Zimbabwe, DH&S contacced a tocal of 34 firms with a request to
participate in our survey of firm-level foreign exchange demand. A
toctal of 13 filled in cthe survey quescionnaire. A furcher 12 firms
recained the questionnaire but, despite follow-up enquiries, had
not recurned .these by the time of finalising this report. The
other 9 companies did not consider it would serve any useful
surcose to formally parcticipate in che survey. All firms concacted
were willing re iiscuss cthe PERF concept with us, as well as cheir
overall foreign exchange needs and their experience in meeting
rhose needs through Zimbabwe' present foreign exchange allocaction

syscem,

aroadly speaking, che 34 firms contacted represenct a reasonable
cross-section of the kinds of exporting companies that PERF would
aim to serve in Zimbabwe. iore specifically this *sample® of firms
exhibics the following characcerisctics :-

* it is private sector in ownership and conctrol, alchough some
sample firms involve government shareholdings;

* it is drawn from a set of 16 different agriculcural
agro-processing and manufacturing industries;

* it produces a range of 15 or more different products;

* it is generally made up of the larger private export firms in
Zimbabwe, both in terms of employees and level of export
turnover ;.

* it incorporates private exporters in both Harare and
Bulawayo, Zimbabwe's two major manufacturing cencers; and

* it incorporates 3 potential exporters.

Exhibit IV - 10 summarizes these characteristics by firm.
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EXHIBI® VI - 11

THE ZIMBABWEAN SAI" “F OF EXPORTING FIRMS

FIRI !I0.  INDUSTRY

PRINCIPAL PRODICTS (EXPORTED) S TIFPEIIP (PRIVATE) m\wm(us$'000) E'PLOYEES
U FOREIG! TOTAL EYPORT (%)
z1 Manufacturing Cloching 1 22000 7526 (32) 2 200
zZ2 hManufacruring Induscf:ia.l Cables 80% 23 650 S 376 (17) 360
Z3 Janufacturing Packaging .62 0,033 .. 33 o000 3245 (2) 733
z4 Agro~prosessing Processed Foods 100% 13 750 3300 (24) 600
z5 Marufacturing Packaging 1902 17 202 300 (6) 500
zZ6 Agro-processing Stockfeeds 1 3 16 500 S50 (2) 314
27 Agro-processiing Vegecable 0il and by-products 100% 110 000 5 720 (5) 1 200
28 Engineering Grinding l'edia : 30% 11 000 1430 (13) 760
zZ9 Manufacturing Footvear & Leatherware 1 3 1 000 400 (40) 38
210 Manufacturing Damestic Hardware & Apoliances o 35 330 S 300 (15‘) 1534
Z11 Manufacturing Travel Goods & Buildersware ! 57 100 8 000 (14) 3 000
212 Agro-rocessing Foodstuffs & Beverages 11 200 13 (1) 1 000
7213 (a)  Mamfacturing Paincs and Coacings 15% 16 500 550 (3) 34

(a)

Due to a mis-interprectacion of terminology, chis firm was inclu’

that Govermment is its major shareholder (85%).

enjoys no preferencial creaarenc from Governmenc.

Source : DHES Zimbabwe PERF Survey rata.

However, while

' che sample as a privace encerprise, but it was subsequently established

‘1ding has altered, management has remained unchanged and the campany



To protect rhe confidenrialiry of those 13 firwns who responded to
the questionnaire, they have been prescribed a code number

21 - z13. Due to a misinterpretation of the term "public®, which
in zimbabwe normally refers to a company whose sharec are t.raded
publically rather than government involvement in a company, a firm
wirh a minority private shareholding was included in the sample.
However, since rhe change in shareholdings has not influenced the
commercial management of the concern, it has been retained in the

sample; denoted 213.

The classification small, medium and large in Exhibit VI - 10 is
indicative of rotal turnover :-

small less +han 242 million (US$l.5 million)
medium = z$2 - z$ 13 million  (US$l.5 - US$10 million)
large = over 2z$13 million (us$lo million)

perails of the 13 respondent firms (zl1 - z13) are given in Exhibit
vl - 11. Four firms have foreign majority share holders and
anokher three has foreign minority shareholders. Included in rhis
latrer group is the public company z13. All 13 firms may be
described as "non-traditional® exporters in that less than half
their total rurnover is derived from exports. The most expor*
orientared concern was a garment manufacture, with exports
accounting for a third of its turnover.

zimbabwe Sample Selection Methodology

The sample of 34 firms conracred for the presenr survey were
inrended ~o represent rhe universe of Zimbabwe expor+ing companies
which migh= be expecred ro (1) need foreign exchange financing
for imporred inputs and (2) qualify for participarion in PERF
according o USAID's probable eligibility criteria. The sample
was drawn in a four-step process.

Firsrly, lisrs of major privare exporting firms were compiled. A
lisr of ERF parricipanrs was obtained from rhe Minisrtry of
Industry and Technology (NMIT) and another from our subcontractor
INANI Development (Pvr) Ltd. This lakter was broken down by
sub-secror and size (rurnover/employment). Companies which were
public sectror-owned (eq CAPS) and/or believed o he moving toward
grearer public secror shareholding (eg Hunyani Pulp and Paper,
pelta Corporation) were excluded from the list. (One organisation
which should have been excluded was included in error.)

Secondly, a derailed schedule of Zimbabwe's exports was prepared,
featuring a ser of 64 different commodiries/products, ranked
according ro 1985 value of export proceeds. Each cf these
agricultural, mining or manufactured items were reviewed by DH&S
and IMANI sraff to consider whether production and export of that
irem was predominantly in parastatal or other government agency
hands and, if rot, which private firm could be considered a
significant operator in rhe production and export of that item.
tthere the parastatal role in production/export. of given
commodiries was uncertain appropriate industry bodies were
conracted for clarification (eg the Chamber of Mines for various

minerals and mineral products).
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Thirdly, a master list of approximately forcy potential sample
companies were distilled from the IMANI exporter list and che set
of firms identified through che above export commodity analysis.

Fourchly, the final 34 companies to be contacted were selected from
the master list. The selection was made so as to have as broad a
dispersion of sample companies as possible among industries and

export products.

Conduct of the Zimbabwe Survey

Senior executives of the 34 firms in our Zimbabwe sample were
contacted directly by telephone or in person. During the inicial
contact the purposes of our survey were explained, and a few
introductory Guestions were posed about the firm's requirements and
access to foreign exchange for imported inputs to supply export
production. The questionnaire was then described and the firm's
assistance in filling it out was solicited. For those firms
willing to respond, the questionnaire was then typically reviewed
by the respondent with a DH&S staff person, and arrangement made to
rectrieve it at a lacter time. Normally, upon receipt of the
questionnaire, DH&S contacted the responding firm again for
clarification of data provided on a brief discussion of the results

of the questionnaire,

Prior to and during conducc of the survey, DH&S also met with
representatives of various organizations concerned wich exporting
in Zimbabwe. Amonq these were the Reserve Bank of Zimbabwe (RBZ),
the Confederation of Zimbabwe Industry (CZI), the Minerals
Markecina Corporation (NMCZ), the Commercial Farmers' Union (CFU)
and the torticulcural Promorion Council (HPC) wichin the CFU.
These meetings were intended to explain the objectives of PERF and
our survey effort, to obtain information on conditions in che
exporting seccor and, ulcimactely, to confirm the pattern of
responses we were obtaining and to test the conclusions we have

drawn.

Limitations of the Zimbabwe Survey

In general, we helieve that the informaction generated by the survey
represents a fair picture of the foreign exchange requirements and
PERF-related opinions of a class of private exporters across a
broad array of items whose export PERF would hope to promote.
while this induscry and product/commodity coverage is reasonably
good, there are of course certain significant export items (e.qg.
wactle excract, copper metal and slime) unrepresented among che
product lines in our sample. Addictionally, due to the constraintcs
of time, we have concentrated on the larger privace export ficms,
However, industry organizacion representatives have emphasized to
us cthat, once "in the system®" of che present Export Promotion
Proqramme, small exporters have no disadvantage relative to large
exporters with regard to access to foreign exchange. The small
firms concacted during the course of che survey confirmed this

opinion.
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D.

ZIMBABWE SURVEY RESULTS

summary of Responses to the Duestionnaire

Demand for PERF in Zimbabwe

The outcome of the survey of 34 firms is that c'.ere is no
firm-level demand for a PERF facility ac chis cime in Zimbabwe,
Potenctial demand for PERF was approached from the anqle of
establishing whecther or not the procurement of the import content
of exported goods was a constrdint to develouping or expanding
export production. All 34 firms concacted were unanimous in
stating chat these requirements were aderuately met by the existing
Export Revolving Fund (ERF). Respondeats emphasized that this is
parcticularly che case since chis fund makes provision for both pre-
and post-export procurement of the import content of exports.

Those rhat responded to the questionnaire did not foresee any
change in their forecast of exports should PERF become available.

A few firms inicially sctated an incerest in PERF and were contacted
again to explore this apparent concradiction of cthe general trend.
In all cases, the assumption of *"foreign exchange being more freely
available® had been misconstrued to include areas outside the
parameters of PERF. When it was explained thact che question only
referred to the currency that could be made available through PERF,
all respondencts revised their inicial stacement and concurred with

the general conclusion cicted above.

The potenctial exporcers incerviewed also concured wich =his
conclusion. The problem(s) chey face is to obtain investment
approval for plant and machinery - in che case of Oxyco this is
required to increase its capacity to accommodate export orders
while the other two porential exporters intend inctroducing new
production lines/technology. Alchough all chree consider chat cthey
have good export prospects, they have been unable to convince the
Induscrial Project Cormituee (IPC)., Withouc assurance of being
able to import the necessary capital equipment, they are unable to
secure firm orders in support of their applicacion(s) to IPC. (In
one case, the project was originally submitted two years ago.)
Similar reasons were cited by che small footwear manufacturer (Firm
%29) for not being able to develop a sustainable export markert,
rather than relying on ad hoc concracts.

The requirements for pre-export credit was not mentioned by any of
those contacted. From this it may be presumed that the financing
of exporc produccion does not pose as a consctraint to expanding
exports, When asked specifically about financing arrangemencs
proposed in the PERF concept, intervicwees expresses concern about
the cost of the proposed finance and that it would be payable in
foreign exchange (and, therefore, would reduce the net foreign
exchange receipts of the exporter).,
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RESULTS OF THE IIMBABWE SURVEY

W

/N

DIRECT AVE. CYCLE
FIRM ND. PRODUCTS EXPORT TURNOVER  IMPORT CONTENT TIME {a) AVERAGE ANVWAL EXPCRT GROWIH (C)
st m % Total 1 {ronths) * L
z1 Clothing 7.5 k] 53 6 k ] 10
22 Indstrial Cables 5,4 17 15 5 168 34
Z 3 (b) Packaging 3,2 2 80 1.5 162 10
z4 Processed Foods 3,3 24 k) 6 366 11
25 (b) Packaging 0,6 2 k7| 7.8 1 8
26 Stockfeeds 0,7 3 2 1 66
{1987/83) 20
27 Vegetable Oils and 5,7 5 5-35 6 21 15
Products
z8 Light Bwgineering 1,4 13 38 5 0 ~13
z9 Footwear & Leather 0,5 8 46 4 (AD-HOC
CQHTRACTS)
zle Darestic Hardware
and Appliances 5,3 15 47 7 10 =12
z11 Travel Goods 8,0 14 40-59 2.5 4 7
212 Foxdstuffs &
Beverages 0,2 1 9 6 18 15
213 (b) Paints and Coatings 0,6 3 X 4 -5 20
(a) With the exception of clothing manufacture, all other industries oenerally operate on a system of

drawing-do.n their existing stocks and replenishing as required thraugh FRF, therefore, cycle times are
only indicatjive.

(b) Significant indirect manufacturing exporters.
{c) Assuning unchanged situation with respect to sources of foreicn exchanon,
Source : DHAS Zimbabwe PERF Survey Data,
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In this context, it is relevant to note that a proposed capital
funding package for the mining sector is apparently in some doubt,
This is partly a question of finance charges, which would amount to
148 -~ 15% to the end user. Although cthis cost is below that of
locally available finance (which range between 15% and 20% per
annum depending on the term and financing agreement), the borrower
does not carry any currency risk as would be the case with external
loans.. The other factor which may prevent 2Zimbabwe availing itself
of furcher offers of medium term finance is that MFEPD is unwilling
to enter into future loan agreements; at least until such cime as
the "hump® in the present loan servicing cycle is past, forecasted

to be in 1989 or 1980.

Other PERFP Parameters

By way of comparison with other surveys in the present PERF demand
scudy, we offer dacta on import content, cycle times and projected
export growth, Data for cthe 13 respondents to the questionnaire

are given in Exhibit VI - 12.

Import Content

The import content of the products exporcted by respondents varied
from a low 2% for agro-processing (stockfeeds) to a high 80% for
manufactured exporcts (packaging). On balance, the import content
{which includes raw materials, consumables and spares) of cthese
exports is about 40% wicth up to a quarcter of che currency (ie +/-
10% of FOB values) ucilised for spares,

Cycle Time

The majoricty of firms on the Zimbabwe survey reporcted cycle times
of bectween 3 to 6 months., The exceptions are agro-processing
(manufaccure of sctockfeed) with 1 month cycle period and
manufaccuring of packaging, with a cycle period of approximately 8
months. The main determining factors cited, aparc from the
manufaccuring process itself, were the sources of raw macerial
inputs and distance to export markets.

These periods should, however, be viewed with some circumspection,
Firscly, raw materials are generally drawn from stock which is
often replenished at irreqular incervals (exporters consolidate
import licences financed through ERF ond other currency sources
into economic order lots) and, therefore, there is no direct time
link bectween raw material purchases and exports., Secondly, some
respondents cited the credit period they allowed their customers;
which would undersctate the 'cycle' time as conceived within the

context of a PERF.

Export Growth

Average annu2l export growth races for cthe three years 1985 -~ 1988
and those projected for the next five years to 1993 are also
presented in Exhibit VI - 12. Eight respondents reported a rapid
expansion in exports (more chan 20% per annum) during the past
three years. 1In many cases this was as a resulc of an expansion in
planc capacity; particularly clothing, industrial cables and food
processing (Firms 21, 22 and 24). Puture export growth is
projeccted to slow down as these firms enter a phase of

consolidacion.
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Two firms project a contraction in exports (light engineering,
domestic hardware and appliances), two reasons were offered for

cthis :-

* capacity constraints, in che absence of major capital
investment for rehabilication or expansion of plant; and

* market constraints in che Region, (neighboring markets unable
to pay for goods imporced from Zimbabwe.)

Important Qualitative Findings for Zimbabwe

Our survey data yields a patctern of interesting insights into the
condition of the Zimbabwean export sector. By order of frequency
with which points were made in our questionnaire and interview
responses, these include the following :-

* Fncerprises in Zimbabwe have craditionally viewed the export
market as secondary to the domestic markec.

» To remain competitive on the export markec, many concerns are
operating at marginal costc, relying on the government export
incencive (9% FOB value) and their domestic market to cover
overheads. For these enterprises, a scrong domestic base is a
prerequisite for continued viability on che export markec.
This domestic/export balance has been upset by che substancial
cucbacks on foreign currency allocations through DLMA which
has led to an erosion of the domestic base. If this erosion
continues, it will ultvimately place severe rescrictions on the
export performance of many 7imbabwean enterprises and,
consequencly, thrveaten the longterm fucure of ERF or any
similar revolving funds.

* Ecuipment operating beyond its economic life has led to hiah
mainctenance coscts. Cconsequently, 2Zimbabwean encerprises are
burdened with high cost scruccures, compounded by the
authority's decision to incroduce the GATT syscem of CIF
valuaction of imports (previously import ducties were based on
FOB values). This change has increased imporcers' preference
to source from Soucth Africa, thereby reduced transport CoOStS
and consequential import duties.

* 0ld capital equipment, subject to frequent breakdowns,
adversely affects export performance. A concinuing program of
refurbishment or replacemenc of plant and machinery was
repeatedly cited as necessary to susctain export growch.

* The weakening Zimbabwe dollar has beneficed exports, at least
to the extent cthat local currency receipts have increased and,
therefore, enabled exports to make a greater contribution
towards overheads. However, this has been partially offset by
che comncomitcant rise in import coscs which, on the domestic
market, producers are conscrained (by legislation) from
passing on and which, cherefore, errode their viability.

* companies have only a limited cover againsct foreign exchange
risk, in cthact chey are unable cto buy inputs forward to beyond
six months. Companies are also reluctant to borrow excernal
loans for capital expansion (which are available from che
zimbabwe Development Bank) because of the absence of long term
cover againsc currency fluctuacions.
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The Induscrial Projects Commitcee (IPC) requirement thatc
investment projects recoup the foreign exchange ouclay within
12 months restricts the breadth and scope of any capital

expansion by exporting enterprises.

While exporters welcome the intentions behind the 25%
incremental payments (®"bonus scheme®") based on greater exporc
per formance, they complain that this incentive scheme does not
reward the consistent, mainstream exporter., The absence of
any retencion factor also mitigates against medium to

long-term future planning.

Onerous procedural requirements were criticised, both for the
importation of goods and to take advantage of the various
exporcts incentive schemes. In certain cases, delays in the
granting of import licenses have led to the loss of exporc
orders, these have largely been rescricced vo applications
falling outside the normal ERF parameters. The administracive
burden has alsc discouraged exporters from making full use of
the incentives available to them.

The Reserve Bank concedes that the ERF is not revolving as
fast as originmally projected; the mulciplier effect has been
dampeaned by cthe inclusion of spares within che scheme, and its
extension to cover the needs of agriculcure and mining.

The RBZ has expressed concern chat, should spares be withdrawn
from che scope of ERF, the export momentum would be adversely
affected. If not funded by ERF, with ics relacively quick and
simple procedures for providing currency, applications for
spares they would become subject to ministerial scruciny
before inclusion in the six-monchly DL!IA. The resulcant
delays would aggravace an already difficulc situacion of
maincaining plant and machinery.

Transport has also been cited as a problem, particularly in
view of the fact that Zimbabwe is landlocked and disctanc from
many of her excternal markecs. Generally, alchough it plays a
vital role in the overall (export) performance of the councry,
the ctransport sector has suffered the most from cutbacks in
foreign exchange allocations. This is particularly relevant
to road transport. In che case of air-cargo ctransportg,
norcthbound cargo capacity (for exports) is constrained by
limited southbound traffic.
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Industry-Specific Pindings

Constraints to export development mainly relate to regional
problems and Zimbabwe's distance from its overseas markets :-

* zimbabwe exports to the PTA/SADCC countries are constrained by
the general currency shortage in the Region. This has lead to
delays in recovering payments and, in some cases, che
abandonment of markets. All respondents cited this as a
problem, or a reason for not exploring the Regional market.

* These same exporters also have to contend with administrative
problems and shortcomings within the Region -- further
deterrents to developing regional exports -- including an
inadequacte communication infrastructure, a lack of
standardisacion in clearance procedures and, at times, a

shortage of documents.

* exporters of high bulk and low value products are constrained
by high ctransport costs. This mainly affects the
agro-processing industry (e.g. stockfeeds).

* The current ERF does not include cthe indirect exporcer in so
far as the incremental incentive payments are concerned and
the allocation for spares. This has particularly affected the
nackaging and paint industries and their ability to support

direct exporters,

* The cloching industry has cited che shortage of skilled
manpower as a constraint to exports descined to highly
competitive markets overseas. This induscry has also suffered
from che shortage of air cargo capacicy out of Zimbabwe to
foreian destinations; the nature of cthe fashion market does
not allow for use of more time consuming rail and sea routes.

Recommendation for PERF

In Zimbabwe, the areas that would be addressed by PERF appear to be
adequately catered for and, consequently, no demand for PERF has
been found. However, cheir are critical currency consctraints to
developing exports which could be addressed if the concept of PERF
were to be expanded. If such a course of action is in line with
USAID cthinking, ic is furcther recommended cthat such assistance be
made available to exporters through the existing procedural
framework (i.e. ERF). The advantage of this is thac workable
procedures have been established which could benefit ocher
assisctance programs. Furchermore, to establish separate mechanisms
increases the adminiscrative burden placed on both the authorities

and privace enterprise.
The following areas of support may be considered:-

* Expansion of the ERF to allow a more direct participation of
indirect exporters so that they may become more quickly
responsive tu the needs of those direct exporters who are
their customers.

’ Set up an export promotion facility, capitalised with foreigygn
exchange funds specifically earmarked for import of spare
parcs.
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Provide a capital finance fund to support the expansion of
export~orientaced plant capacity -- by the nature of the
expendicture, this fund would revolve at a slower rate that one

provided for raw materials.

Unforcunacely, cthese aspects were not specifically addressed by the
PERF demand survey. Therefore, the magnitude of che demand for
such assiscance cannot be forecasced.
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HPPENDIX A

SURVEY QUESTIQINAIRE




Proposed Survey Questionnaire

1. Name of firm
2. Address
3. Year established
4. Chief Executive
S. Interviewee (name/title)
6. Ownership structure (%)
* public
* private
- local
- foreiqgn
7. Sector/Industry
8. Pirm size :

* total turnover (annual)

* employment

* agsgets




-2-

current Products (see attachment A)

10.

curcent Turnovar (see attachment B)

11.

tmport content (see attachment C)

* was your 1986 foreign exchange usage
roughly

- the same level as 1987
(1f not, what level)

- the same pattern as 1987
(if not, what pattern)

* specify major indirect imports you
use (eq imported packaqing-products
you purchase from local suppliers
and which you pay in local
currency)

12. cycle period (see attachment D)

13.

current sources of foreign exchange
(describe)
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14, Projected export turnover targets 1989
1989-19813 :

* agsume continuation of present forex
situation (see attachment El)

- list assumptions underlying
ptojections

-- capacity expansion/contraction

-=- market volume trends

~- other plans/factors influencing
targets

* assume freely available forex situation
(see attlachment E2)

- list assumptions as above

15, For above targets, can we assume that :

* import content propcrtions estimated
in Mo. 11 above will remain constant?
(1E not specify changes and insert in
attachments E3 and E4 below)

* cycle period estimated in No 12 above
will remain constant (if not, specify
changes)



16. Projected foreign exchange requirements

*+ assume continuation of present forex
{see attachment EJ3)

¢ agsume freely available forex situation
(see attachment E4)

17. Describe major constraints/
disincentives to exporting

18. Wwhat recommendations can be offered
to make Lhe PERF responsive to
exporters' needs (eg organizational
arrangements, operating polices
and procedurcs etc)




Product Type

PERP DESIGN SURVEY

ATTACHMENT A

Product Lines

Present Production
(Units/Year,

Rated Capacity
{(Units/Year)

Export (E)
or Domestic (D)

1l

$2

$3

etc



PERP DESIGN SURVEY : ATTACHMENT B

Turnover by Product and Market (1) (2)

Product Type

production 11 12 13 Tocal

pomestic Market

turnover 1986 (est)
turnover 1987 (est)

turnover 1988 (est) (3)

Export Market(s)

Market A (1)
turnover 1986 (est)
turnover 1987 (est)
turnover 1988 (est) (1)
transaction cucrency
Market B (1)

turnover 1986 (est)
turnover 1987 (est)
Lurnover 1988 (est)} (3)
Lransaction currency
Market C (1)

turnover 1986 (est)
turnover 1987 (est)
turnover 1988 (est)(3)

transaction currency

(1) Harket. denotes domestic or export destination country, or if country
breakdown unavailable specify by hard currency markets excluding
South Africa market (Market A); by soft currency markelts (Market B)
and Republic of South Africa (Market C),

(2) For export market estimate turnover preferably in foreign exchange
values; alternatively estimate in local currency with approximate
average annual exchange rate for US dollars



PERF_DESIGN SURVEY : ATTACHMENT C

Import Content and Source

Import (1) Product Type

1l 2 13 Total

raw materials

total value 1987 (est) (2)
% POB price (3)

source

transaction currency

other cunsumables

total value 1987 (est) (2)
% FOB price (3)

source

transaction currency

components

Total value 1987 {est) ({2)
% FOB price (3)

source

transaction currency

spare parts and other (4)
total value 1987 (est)

% FOB price (3)

source

transaction currancy

total 1987 foreign
exchange usage (4)

(1) only items directly imported by exporter
(2) foreign exchange value

(3) POB price in foreign exchange value terms .
(4) excludes capital goods imports



PERP_DESIGN SURVEY : ATTACHMENT D

Average Cycle Period (1)

Principal Determinants

Product Type Months
Of pPeriod Length

$l

12

#3

etc

(1)

months between drawn-down o° foreign exchange pre-export credit and
receipt of foreign exchange proceeds of export sale



PERP DESIGN SURVEY : ATTACHMENT El

Projected Bxport Targets - Base Case {1)

(Assume present forex situation continues)

Product/Market Target Export Turnover/Year (1)

1988 1989 1990 1991 1992 1993

product §1 (total)
Market A
Market B
Market C

Market D

product §2 (total)
Market A
Market B
Market C

Market D

pProduct §3 (total)
Market. A
Market B
Market C

Market D

Product §#4 (total)
Market A
Market B
Market C

Market D

(1) state targets in foreign excharge terms and at constant prices



PERF DESIGN SURVEY : ATTACHMENT E2

Projected Export Targets - Best Case (1)

(Assume foreign exchange freely avajilable)

Product/Market Target Export Turnover/Year

1988 1989 1990 1991 1992 1993

Product §1 (total)
Market A
Market B
Market C

Market D

pProduct §2 (total)
Market A
Market B
Market C

Market D

Product §3 (total)
Market A
Harket B
Market C

Market D

Product §4 (total)
Market A
Market B
Market C

Market D

(1) state targets in foreign exchange terms and at constant prices



PERP DESIGN SURVEY : ATTACHMENT E3

Projected Export Targets - Bage Case (1)

(Assume present forex situation continues)

Year

1988 1989 1990 1991 1992 1993

Product §1

Target X turnover
M Content 3%

M Forex Requirement.

Product §2

Target X turnover
M Content %

M Forex Requirement.

Product #3

Target X turnover
M Content 3%

M Forex Requirement.

Product §#4

Target X turnover
M Conent §

M Porex Requirement

Total X Turnover
Total M Requirement

(1) state export turnover and import requirements in foreign exchange
values and at constant prices; separate currencies if necessary



PERP DESIGN SURVEY : ATTACHMENT Ed

Projected Export Targets - Best case (1)

(Assume foreign exchange freely available)

Year

1988 1989 1990 1991 1992 1993

Product {1

Target X turnover
M Content ¢

M Forex Requirement

Product §2

Target X turnover
M Content %

M4 Forex Requirement

Product §3

Target X turnover
M Content %

M Forex Requirement

Product 4

Target X turnover
M Conent §

M Porex Requirement

Total X Turnover
Total M Requirement

(1) state export turnover and import requirements in foreign exchange

=



APPRIDIX B

IMALNIT DOCUMEITS

D~1 Ixport Licencing Requircrents

0-2 [lalawi's Muty Rates and !ieans
of Paynent

73 Irport Licencing Nequirenents

P-4 Halaui's Liberalised imports



APPENDIX _B-{

EXPORT LICENSING REQUIREMENTS

Goods Requiring Export Licences

The followinp goods mav not be exporied without a licence:

1.

Implements cf w=-, ‘clher than arms and
mzlerials of strztegqic value, and 1tems

other 1mplements of war:

Beryvllium

Cobalt

Tantalum

Urznium

Lithiue

Columbite

Miobium (colueZiom)
Thorium

Sermaniuvm

Titamium

Michel ang nighoet 2}

ret-cleum prozv e,

ammunition),
of primary <t
significance used 1n the productien of aras and amaun

Wi1ld animalz., «1ic arimal trephiegs andy wol
fincludarg b1r2e snj repliles and anv egge

cr reptiles,

Bean moal,

Boans or peas

Groundruts.

sorghums, sorgrun meel, sorghum salt,
Mai1ze, 1ncluding:

() dried maize., on or off the cob;
(b) crushed m21:e, c*

d

aten
rate
itic

W r

c:
~

arimal orovon

proguced by

{c) stamp: bu: e'cludirng green maize cn the cob.

Maize meal, intiuding:-
] <

ta) maize grats:
(b} maize cones;
¢y maize offals;
{d) hominy chop

[

A

- n

i C
¢

srerce
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10.

11,

12,

l:‘l

14,

16.
17.
18.

19,

Munga, munga meal (millets).

0il seeds, oil meais, oil cake,

Rice in the grain,

Rupoko, rupoko meal (finger millets, gram or dhall)
Seeds for planting, in quantities of more than 90 kgs.
Jnmaruflactured tobacco.

Live fish, including eggs and spawn thereof,
Croccdile skine.

Gemstones, unmanufactured,

Tea ‘including tes seedsd,

Cement,

screp metal of tre following kinde:

f2)  Stesl:

bty Steinlese steel:

{tcy  Zast gron;

Malleable 1-on;

‘e} Corpper;

«f: Hrass;

‘9v  Eronze;

the  Nickel ang rizbel alloy;
Y11 Aluminium zllov.

/

\
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ARPENDIX_B-3

IMPORT LICENSING REQUIREMENTS

ollowing gocds, unless otherwise restricted, originated in an
ry, may be isported without the authority of an inmport

ce: -

Antifricticn &nd lubricating greaces,
Motor spirat, incliuding aviation fuels.

Lutricalirg c1ls,

O0ils and fuels, 1lluminating, transformer and insulatlirg
Lypes, power and 1iluminating paraffin,

Evposed cinematography film,
Gonds in trancsit throunh Malawi.
Uced perconal and houvcsekold effect
arryving 17 Melswy tn Lake up residence or employment thergir,
Gocds. 1ncluding rotor vehicles, temporarily amperizd n o
Mzlawi bv 2 hazna fide touryst for his own use.

Goeds accompznying & percon entering Yaleml and intengad for

e, impcrted by a cerznn

private us Ty perzon or his famiily,
ARy bona foce uneziicited gift =et srceeding MESO 20 ozig,
1rg neterraic intendes saolely far ume on

[0}

Samplos 2-0 znuerty
the tablirg = ans nct for szie,

Any goods e ported om Malawyl fcr repair and relurr, :r- -
recpect ol akich o certificale to thet effect has beer sz1zicn
By o2n ofiizsr of Yhe Departrment of Custome znd Exclze.

Goode 1o o-t / BETEDD whe when praivileges ere mvipries
by wirtue o¢ eny enactpment an fcrce in Malawi relating t=
giplomatic ceonevla- or other pri.1leges. if such goodes & n
itmperteo for his owr use and concumption or that of hic

!
—

T

=

a

[

-5

-

hocuseheld ar fcr the purpose of hie office.

cllowing

whatever their cri131n, require the authargty
import ) {

cr their importation into Malawi:-

Clething #ro unifcrme designed ior military, naval, ::rfarce
or pelice uce.

Clcthing veed, cther than perccral effects of an i1ne - 1nps!.

bul exclusirg =such articles whenp manufactured in Botewsrs,

including:-
unmanufacturzd goid in any form whatsoever: or

any articie or substance containing such unmanufactuorec gola
which is. z¢ such, not a gold coin, an article of ccuamerce. :
work of art., or of archeological 1interest; or

any articie concisting of, or containing gold whick zitnoug-
manufactured is, as such nol a gold coin, an article of
commerce, & work of art, or archeological interest: o



10,

1.

14,

(d) gold derived from the smeliting or treatment of any
manufactured article containing gold.

Sugar.

Wheat flour.

Cement.

Any knife having a blade which, either:-

ta) opens automatically by hand pressure applied to a button.
spring or olher device i1n or attached to the handle o' tre
knife sometimee known ac *flick-knife"or "flick=-qun", 2r

th) 15 releazed irom the handle or sheath therecf by the fo-ce o
qravity rr the applicetion cf centrifugal force and whaich <

releazed end locved in place by means ol & obulton, sn'nz.
lever, or =iher dev1lE. comelimes known ac "gravily tnyfen,

Fadicaclive sunzlance.
Game trepe (metali,
Mistl nets for ‘te caplure of wilo pyrms.,

Arnimals, wild animel products, fincluding birds &nd repiiips?t 2nd
anv €qQg produced TV cuch birds cor replales.

Live fish, 1ncizning the ecgs and spaws therecl.

keec, honey unmanafzoturel beeswar . fcuntdalion comb, ueen
bee-leeping accesccries ang appliances &re subiecl to er HRAE A

pernit, from courtries other than cerlain specified court-ysz 1™
ririca.

BReans butl exclucirg the followinoi-
131 5eed beans 1n quéntitiec of less than 9¢ kgs.
(b) Beans which are Linned. boltled cr clherwise preservek.

Ghee

AU

\
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i6.

17,

Coapound products containing flour, meal residues and olher

preparations of a kind suitable only for use as-animal foodstuffs

but excluding the f{ollowing:-

{a) Chemical additions to animal foeodstuffs;

{b) Antibiotic growth stimulanis;

(c) Inert filler;

(d} Trace elements:

(e) Synthetic animal foodstuffs;

(ry Salt 'ick for cattle.

Eqgs of poultry. whelher in shell, pulp or dried form; eqgqe cof
wild birds.

Gram, dhall,

Groundnuts,

Mszi1ze, 1ncluding:

fa) malze grite;

(b maize core:

fc)  heminy chop:

f4) maize offeig;

(e) procecssed raice meale with or without additives.

011 ceeds, o015 ~ezi, o1l cake, cliale and residue from c1i

Polateoes.

Live

poultry, 1ncludira day old chicue,

Fupole, rupcke meal finger millets),

vegetable oil. %ut ercluding almond c1l, caster o1l, cczenut a1d,

linceed o1l a=d clive ©ii,

Benznacg,

Meat.

The importaticn of all meat including dressed poullry 13 pr 3t . brf =
without permicssian in wriling from the Minister of Trade. indus‘r.
and Tourism, The minicster has, however, evempted Lhe fellowing

from 1mport control:

All tinned meal

All peotted meat

Meal soups

Meat pactiries

Edible meal fatsz

Tallow

All ccoked meats ether Lhan cooked pork

Al]l cocoked hem and cocored bacon

The importaticon of all animals and other animal products

require to be certi1fi1ed as free from diseases before impcortation,


http:flwlc.in
http:cc-:rnn.vt

SLationery.
Fertilisers.

Dieldrin.

pldrin (insecticides).

Corrugated iron sheets of 30 gauge and above.

Coarse salt.

L@Egtks-gtigaegtiug_le-ﬁLgLLieq_ggttiigtigé

Subjyect to the atcve provisions, goods crigirating in Sterling
{erriloriecs do not reguire impart laicences. The 5terlinz
territories are:-

fomipione cther ttan Cenada
anv cther Commorwealth country
The Republic of Scuth Airica
Hacshmite kingdem ¢f the Joradan
Iceland

Republic of lrelard

The Glate cof Kuwaitl

Feople's Republic of Libva
Weelern Samoa

Importe from_gountrles which gualify_for _Open General Livernce

Treatment
tEvcept where spef

yf1cally restrictec 4rods eriginating 17 the
felloming counlries

may be imporied uncer Cpen Genmeral Licerceoi-

Alogeria Indoneci:

fFngola Iesrael

Aroentina Lturembouru

fuctralaia madagascar

fuctria Mauraitave

geigium Maia

Brazil Moratcc: Principalaty of
Burma Morocce: Sherifian Empire cf
Burundi Mozamtique

kKampuchesa Netherlands

Cameroun Nicaragua

Canada iger

Central African Republic Norway

Chad FPeru

Chile Philippires. The

Cengo, The Fortlugal

Dahomey Rvanda

Denmark San Marino



Dominion Republic
Ethiopia

Finland

France

Gabon

Germany, Federal Republic of
Greece

Guinea

Haiti

Tunisia

Turkey

United Arab Republic
United States of America
Italy

Ivory Coast

Senegal
Somali
Spain

Sudan
Sweder
Switzerland
Taiwan

Togo

Korea, Republic of

Liberia

Liechenctein: Principality of

Upper Veolta
Uruguay
Yatican City
Zaire

Grods criginating 1n countries listed below alsoc in thece
countries' dependenciec require import licence in every race,

fipplication for licences will
oerders are placed.

#fghanistan
Altania
findorra
Ehuten
Bolivia
Bulgaria
Zuba

Columbia
Costa Rica
Eastern Germany
El1 Salvador
Guatemala
Hornduras
Humgsary

Iran

¥Forea (South)
Korea (Nortih)
Laos

Lebanon

be ccnsidered on their fner:its

Mezicc

Mongolia

Muscat and Osman
Nepal

Panams ‘including Canal Zcne:

Paraguay

Peopiec Fepublic of China

China)

Saudi Arzbia
Thailand
Tibet

USSR (Ressia)
Veneiuela

Vietnam {(North and South}

Yeman
Yougoslavia
Czechoslovakia
Pcland

Romania

Iraq

{Feving

betore

\
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ARPENDIX B4

MALAWI'S LIBERALISED IMPORTS

RAW MATERIALS

Major_items_on_the_ approved list:-
Agricultural chemicals

Chemical products for 1ndustrial use
Fertilizer in tull

Fuel including diesel fuel
Lutricating oile 1n bulk

Medicamentls

Dil, petroleum refined

Spirit, aviation for jet and jet turbine engines

Universal plates vrnworked, of iron or sieel.
SFARE PARTS

Bearinagcs
Canduit

Hute, bolts, c¢
Eleztric rclores
foricultural tracter parts

Fumpe, water. 192usirialyced nr spectalized
Inductrial refrigeration equipment

Springs

Valves, tubec fcr irdustry

Induetrial water f3lters, centrifuges
Inculated wire. cables

rew

4]



APPENDIX C

MOZAMBIQUE DOCUENTS

C-1 Declaracao De Venda

C-2 Dxport License Application
C-3 Import Permit Application
C-~4 Custons Clcarance Fornm



A PPENDIX
-4
REPYBLICA POPULAR DE MOGCAMSBIOUE
MINISTERIO DO COMERCIO
DIRECCAG NACIGNAL DE OPERACOES COMERCIAIS

D:iclaragdo de Venda para efeitos de registo
a preencher em quadruplicado

REFERENCIA DO DECLARANTE
N
que deverd ser mencionado no pedido de exportagao
O EXPORTADOR

domiciliado em

(NOMERO € DATA DO REGISTO E ACEITACAO)

(Reservado ao servigo de exportaclio)

solicita a D.N. Q. C. o. registo

da seguinte venda, efectuada nos termos da regulamentagio em vigor:

DESCRICAO DA MERCADORIA
i Quilcs
QUANTIDADE
| Outra medida
PRECO POR UNIDADE
PORTO DE EMBARQUE
MéS DE EMBARQUE
PAIS DE DESTINO
COMPRADOR
AGENTE
CONDICOES DE PAGAMENTO:

0BS.:

PRECO TOTAL

Deve ser anexado documn:nto comprovativo da transacgao (telex, contrato, carta ou outro do-

cumento) relativo 3 venda acima descrita.

. de . ... de 108

(Assinaturs e carimbo do exportador)

lempiogratica — 16461






dn i 10 APMVRiIOr FOfM

ARZOS  pain of o STAMS.

'mmsre‘{lo

- EYAMPHE  FORM @

b0 COMERCIO
LICENCA QE |M99RTACAO

N 551 A
COD IMPORTADQR .fioM!-lo Df ORDEM

w LI LTI

[

PaA VeSO £ PRI A by S SRR+t < B
N prenpik C-3 > G
. \
1. mliouuooa
EDUARDA MARIA -RODRIGUES RIBEIRO )
No:q?'g:‘f:?ﬁ:‘\ PAIS
CODIGO NOME

COLIPUTRONICS (S#D) LTD.

(3l e[ swAzILANDIA

3, TRAANSPONIE
LOCAL DE EMBARQUE EMBARQUES PARCIALS

BT [7[SwAZILANDIA | [i]sm [g] o

CODIGO NOME [O PAIS

I T 1 MARITIMO m AEREO [Z] YERROV., E RODOV.

4, DESEMBARQUE/DESCARGA

E](mruro [1] serrn (3] Macata [¢] ovrros
DATA PREVISTA DE CHEGADA l 2 18 lO 14 Ig éJ

DIA  MES ANO
3. CONDICO:ES DE COMPRA . §. FORMA DR um@m)
| | CIF C&F 3] ron FOR/COT ABERTURA S, CONTRA CONTRA
D E] D E Eo: poc. E;:]rmm:m moutm
CREDITO A PRA
[ﬂ cir E] oce E} OUTRAS O 0 .l\’u'éncwonu

OBSERVACOES

CONDIGOES DE COIPRA = F R C

QpPAGO NA- ORIGE;i POR FUNDOS PROPRIOS

08sEQAGOES

O

¢

~

(] P. VALOR

MOEDA CAMBIO

RANDS

b |

] (23 393330]

CODIGO DESIGNACAO DA MOIDA

EM MOEDA
ESTRANG. 7

[@mdmdeQ$bmﬁ@ﬂﬂﬁmﬂﬁﬁObppbm@memd

C/VALOR

ex moeca—) [0 010] 01 O

I e

NACIONAL

DECOMPOSICAO DO VALOR CIF/C&F EM MOEDA ESTRANGEIRA)

v A LOR

ot °*+fppppploow0fdi5i0f0i0]

MERCADORIA

oo raere= P P D bp ppoio o IOIOIOIOJ

8. LGCENCIAMENTQ

ASSINATURA .S CARIMPO DA
ENTIDADE  LICENCIADORA

PLANO DE ' Fnsmw\com

VAUDADE M CAIO {SPECIAL G MESES CAO DO

DATA DE ELAOCRA.

P56 8]

IMPRESSO






http:IO-D,'SERVIOENTRADA.D1



http:Eatadona~~~~eaouran*.TE

APPENDIX D

TANZANIA DOCURMENTS

D-1 llew Open General License
D=2 Export Retention Scheme Data
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Notice to All Importers.
The New Open General Licence (OGL)

Importers and the General Public are hereby notified
that the Bank of Tanzania is inviting spplications for
loreign exchange sliocations 10 procure from ahroad
varjous ﬁoods contained in the list which uppears below
under the New Open QGeneral 1icence, (OQgL). Al
Impaorters are requesied to submit 1o the Director of
Inrort Licence, spplication forms accompanied by a fee
of one hundred shiliings and clearly marked on top “Im-
port Licence undes OGl "

All applications under OGL have 1o comply tothe fol-
owing conditions:-

| The only items which are eligible for importation
under the new OGL scheme are as listed below:-

BTNNO. DESCRIPTION

.05 Poultry Chicks

11.07 Malt

21.07 Beverage, Concentrates

28.01 Chemical Elements, Inorganic

29.01A Organic Compounds for Manuf.

Agric., Pharmac. Products,

30.03 Medicaments, Drygs.
J2.01 Tanning Extract of vegetahles
32.02 Tanning Substance.
2.0 Synthetic organic substances for
tannerics
32.04 Colouring matter of vegetable for
tanneries
3205 Synthetic substances fo- tanning
32.06 Colourlakes for tanning
35.05 Dextrines and glues
35.06 Plepuedflues not elsewhere
3g.hce Wezd Killers
48.10 Cigarette Paper
82.0i loes
2.9 Knives {Agric. & Industries
84.06D internal Combustion (puu}
84.10 Punips for lrrigation
84.1 Airpumps: In ustrial & Agilec,
84.18 Filtering and Purlfying Parts
84.19 Machipery nris for cleaning bottles
84.20 Weighing Machines
84.22 Lilung, ﬁlndlin; and unloading
machinery.
84.24 Agric. &Ylorlkullurnlmnchlncry
.84.25 ilarvesting & Threashing mschinery
84.26 Dairy Machiner
84.28 Other Agric. & {lonicullunl machinery,
84.38 Auxilinry Machinery & Spare
parts for textiles
B4.48 Accessories & Parts for machine
tools .
84.49 Tools for workinginthe hand.
84.59 Machinery parts of cigarette
84.61 aps, Corks, Valves, etc.
84.62 BaH, roller, or needle roller
84.6) Transmission shafts, cranks for '
industries & agric.
84.064 Gaskets and similar joints
84.65 Machinery parts
85.05 Electrical tools for working
inthe hand.
87.06 Parts & Acceswries—Traciory -
R7.14 Other Vehicles: Agric. Wagans.

|

Ench application submitted by & bona-fide impmite

will be subject 10 & maximum value equivalent 1o US
$100,000,

. Each bonafide importer, who Is a legal eqtity, will be

i not
enltitied 1o submit spplications for sn apgregste
exceeding the equivalent of US mo.mf.‘ .

- Issuance of Impors Licences wifl be automaiic, pro-

vided that the application conforms to the eligitnlity
and quantitative ceilings specified above::

. Time limit between Issuance of Import Licences and

establishmeny of letters of credit is two months,
within which the letters of credit should be estab-
lished. Fallure 10 observe this time timit will render
the Impon licence null and vold and there will be no
provision for Its extension. However, the Heant
who is 30 time barred mn{lchoosc to re-epply lor the
second round, provided he (she) complies with the
conditions governing the importation under the OGL
System.

. On the basis of the import licenses vsued by the Bank,

letiers of credit will be lmmedllleg established by
National Bank of Commerce (NBC) In accordance
with its usual banking practices concerning local cur-
rency cover. :

7. The importation of goods urder the new VUL
facility wilrohe subject to all curzent import proce-
dures as stipulated in the Impont Control Ordinance.,
The Exchange Contro! Regulations including SOS
inspection will alvo apply 1o all goods impprted under
the new OQL.

. Any application under the new OGL system which 1

not submitted in accordance with the ton_dillons' md
terms specified above will not be eligibleYor consider-
ation,

BANK OF TANZANIA
DIRECIORATE OF IMFORT LICENSING

DAILY NFEWS DAR FES HALAAM

8 FEBRUARY 1988
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- EXPORT COMMODITIES FOR NEW RETENTION SCHEME

At MAJOR TRADITIONAL COMMODITIES

1. _ Coffee (Raw)

2e Cotton Lint

K - Sisal Fibre
4, Tea (Bulk)

5. _,!prauuo (Raw)
6. Q‘Fqshewnuts

7. Diémonds

8. Residual Fuel 0il

9. Py;ethrum

10. . Cloves

. 3 L

11. Orngi;ed Gold

12. sugar

13, Hides and skins

14, General Utilities (e.g. P&T, Road Transport;Harbours,
Alr Transport, Rallway Transport,Electricity, Water).

15. "wild life products - ivory, ivory carvings, animal
skins etc.

16; Instant Coffee

17. Blended tea

18- salt

19. Cocoa and cocoa beans

-ve

20. w;ttle bark extract
21. ' Sisal twine

22..' Tanned Leather

23.j Cotton varn

24. Cotton Seed cake.

00000/2



B1:

1.

2.
3,

S.
6.
7
8,
9.
10,
11.
12,
13.
14,
15,
1€,

- 2 =

NON TRADITIONAL INDUSTRIAL PRODUCTS

EXAMPLES: (Products from installed manufacturing and
processing capacities),

INDUSTRIAL PRODUCTS TO NE EXPORTED WITHOUT SPECIAL CLEARANCE.

Textiles (including cotton yarn, towels, blankets and

Canvas Products ‘.

Aluminium Products (including Galvanlse& sheets,Ciycles etc,
Metal products

Leather products/shoes, bags and components

Chemicals A

Fishnets

' Radio and Radio Casettes

Bottles and Glassware

Foam mattreas

Plastic products (pipes,containers etc.)
Radiators

Steel drums

Utensils/Enamelware

Electric Cables, motors and conductors

Trancformers and Switch gears

- Fridges & deep freezers

Glue and paints
Nails, screw (Industrial Fasternes)
Spectacle frames

Canned bcef, fish and fruits

Pulp and Paper products

Thermos PFlucks

Cutlery

Phosphates

Meerschaum Productsg (smoking pipes etc.)
Timber and Timber products
Ceramics

Sheet glass
Scrap metal - subject to arnroval by sectoral Ministry

Tonamelware



1.

32,
43,

34,

N2

1.

2.

3.
4.
S.
6,
7.
8.
9.

10.

- 3 -
Battery caps and bottom discs
Kitchen and bush knives

Shoe eyelets

Any other items not specified to be approved by
The Ministry of Industries and Trade,

In. ...IAL PRODUCTS TO HE EXPORTED AFTER Si _CIAL CLEARANCE

Cigarettes

Cement

Tyres and Tub-:s

Batteries, drycells and bhattery componunts
Soap and detergents

Cooking 04l .

Beer, spirits and gine

Electrical fittings

OTHLR NON TRADITIONAL PRODUCTS/SEKVICES

E'AMPLES: (Products not coming from installed Manufacturing/

Processing Capacities):~

Small Scale Gold Dut these items are subject to

Gemstoncs detailing by the Ministry of Water,
Energy and Minerals.

Tin

Mica

Fish (Prawns, Lobsters atc.)

Handicrafts

Live.Anlmals te.g. Cattle, etc)

Live Birds

Horticultural produce (vegetables,onions,flowars,fruits)
Pepper |

Cardamon

Beeswax

Honcy

Kapok Fibres and Sceds

\\;‘\

A

\



16.
17.
18.
19.
20.
21.
22.
23.

Pigeon Peas

Fresh Meat

Tourism

palm Kernels

Groundnuts

Simsim Seeds

private Transportecs

Any other items not specified to be approved by

The Mi-l:.try ~f Industrices and Trade,

\

~

v



1.
2,
3.

4.

6.

T
8.
9.

.}‘0.

GOODS TO BE IMPORTED UNDER THE RETENTION

SCHEME TO CATEFR FOR AGRICULTURAL, MARINE

AND MINING REQUTREMENTS

agricultural tools and implements

Tractors and tractor spare parts

Load carrying vehicles and their spare parts

Gunny bags

Industrial machinery and spares torlcotton ginning,
curing of t&bacco and coffed and prgeessing of cashewnuts,
sugar, tea and sisal.

Fishing gear and equipment including nets, hooks,
outboard apd inboard engines, pressure lamps etc.
Hammer 2ills.

Fertillizers

insecticides, pesticides and fungicides

Spare p&rta and accessories for mining equipmente.



1.
2.
3.

S,

6.

7.

GOODS TO BE IMPORTED UNNER THE‘RETENTION SCHEME

TO BNHANGCE INDUSTRIAL PRODUCTION

Industrial Machinery and Spares

Chamical Elements and compounds

Dyeing, taniing and colouring materials

packing materials (including plastic, metal and paper
contalners).

Heat insulating bricks

Iron and steel (including ingots,bars, angles, sheet

ptling etc,)

'

Non-ferrous metals (includind copper, sinc, aluminium etc.)
Carpentry tools
other proven raw materials and inputs for industry

not otherwlse specified.

v



1.
2.
3.
4,

Se

7.
8.
2
10,
11.

.12,

13.
14,
15.
16.
17.
18,
19.
20.
21

22.
23.
24,
25,
26,

27,

GOODS TO BE IMPOKTED UNDER THE RETENTION SCHEME

FOR_INCENTIVE PURPOSES INCLUDING FOOD,TOURIST

AND EDUCATIONAL SECTOR REQUIREMENTS

Bicycles, motor cycles, sp-res and accessories,

Tourist sector requirements (except beer and soft drinks)

Wheat and wheat flour

Baby foods )
)
Sugar ) To be imported subject
)
Rice ) to approval by sectoral
)
Malze ) ministries
)
)
)
)

Beans
Sports gaar
Stationery, educational materials and text books
Photographic and photn copying equipment and accussories
Second hand clotﬁing (to be impcrted with fumigation
chemicals)

Gents, ladies, children garments

Plece goods (continuous)

Plece goods [dis-continuous)

Blankets

Cooking oils

salt

Yeast

Shoes

Shoe polish

Socks and stockings

Parafin wax

Stainless steel cutlery and ceramic crockery

Radios and radio batteries

Hurricane lamps and lanterns

refrugerators and Neep Freezers



7,

9,

GLOLS TO bB IMPORTED UNDER THE PETENTION SCHEME

TO MEET REQUIREMENTS FOR COMMUNICATIONS,TRANSPORT

AND CONSTRUCTION INDUSTRY

Load carrying vehicles (lorries etc.)

Passenger carrying vehicles (buses)

Tyres and tubes

Hotor vehicles spare parts and accessories

Accessories and :pares for repair of telephone and
telex systams

Loading and unloading equipment, spares and accessories
and other port facilities.

Accessories and spares for locomotive engines and alrcraft.

Bulilding materials;

(a) Roofing materisls, including corrugated iron sheets

{(b) white cements

(c) sanitary and lavatory appliances (e.g. basins,sinks
and similar sanitary ware)e.

(d) Water tubes/pipes fittings

(e) Hinges, locks and door handles

(f) Tiles (walls and floor) and other ceramic products

(g) Louvre glass

(h) Steel plates and bars

Electrical goods:

(a) Electrical fittings for buildings e.g. (plugs sockets)
(L) Electrical cables

(c) Electrical bulbs

(d) Electric lighting fittings

(e) Power generation and transmission requirements.



GOODS _TO BE IMPORTED UNDER THE RETENTION SCHEME TO

CATER FOR HUMAN HEALTH AND VETERINARY=-REQUIREMENTS

1. Non-prescription (over the counter) drugs
2. . Prescription drugs ) Subjects to
)
3. Animal and poultry feeds and premixes ) approval by
) Sectoral
4, Day old chicks | ; Ministry
S. Veterinary medicines )
)

6. Foam mattressos foc”°°P¥tQ¥lanq?cgépolc
7. Toilet and 1aundry soap . )
8. Tooth brush

% Tooth paste

- 10, Spectacle framas and lenses

11. Ambulances

12, Mobile clinics

NOTE THAT IMPORTERS UNDER THE IMPORT RELAXATION
POLICY SHOGULD /LSO ABIDE BY THIS IMPORT LIST

DISIGNATED

w



