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CHAPTER r
 

BACKGROUND TO THE STUDY
 

A. INTRODUCTION
 

1. The PERF Design Initiatlve
 

The present study reports on 
the results of a survey of exporting
companies and export sector-related financial institutions and
governmen 
 agencies in four countries of the Southern Africa region
(Malawi, Mozambique, Tanzania, Zimbabwe). 
 The study was
commissioned by U S Agency for International Development's Zimbabwe
mission (USAID/Zimbabwe), and was prepared by a Deloitte Haskins &
Sells 
(DH&S) team drawn from the firm's Harare, Blantyre/Lilongwe,

Nairobi and Washington D C offices. 
The DH&S effort was supported
by IMAIII 
Development (Pvt) Ltd of Harare, acting as a subcontractor.
 

DH&S was engaged to undertake the study as 
one part of
USAID/Zimbabwe's program to-design a "Pre-Export Revolving Fund'
(PERF) to serve selected countries of the Southern Africa
Development Coordination Conference (SADCC) region. 
 Based on
investigations prior to the present study, the PERF concept had
been formulated as a possible mechanism to help promote growth of
export revenues for SADCC nations, one of the region's key
development priorities. 
 In particular PERF would address the
perceived problem of foreign exchange shortages as 
a constraint to
the export sector. 
 Through PERF, exporting firms would be 
 able to
obtain foreign exchange credits to finance import of raw materials
and other recurrent inputs needed to produce export commodities.
Foreign exchange financing for capital equipment, however, would be
excluded from the PERF program 
.
 While the detailed PERF operating
mechanism remains to be worked out, 
it is understood that, in
principle, PERF would be administered on a regional basis by an
offshore bank; would run on conrmercial lines (ie non-subsidized,
market rates of interest); would involve local commercial banks
acting as correspondents of the off-shore bank in dealings with the
exporting firms; and would feature streamlined approval procedures
for import licensing and access to foreign exchange. 
The Fund
would also involve a retention element to increase overall PERF
resources, and perhaps a measure of firm-specific foreign exchange
retention as well as an 
incentive to participants.
 

2. Purpose of DH&S Survey
 

The DH&S survey was 
intended to provide four different elements of
information to contribute to the overall PERF design program.

Specifically, DH&S was 
instructed to :-


Project the financial demand for PERF resources among eligible

firms in rialawi, Mozambique, Tanzania and Zimbabwe for the
period 1989 through to 1993, including disaggregations of this
projected demand by country, sector, size group and ownership
 
group.
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commodities which would
Estimate the import content of export 


be generated by PEPF, disaggregated by country and sector.
 

Estimate the cycle times (ie period between credit drawn-down
 

and receipt of export proceeds) required by exporting firms 
to
 

repay rhe PERF credits extended to finance imported inputs.
 

Present detailed descriptions of current procedures,
 

regulations and institutional responsibilities concerning
 

importing, exporting and foreign exchange transactions.
 

projections
It is understood that the first three estimates or 


would be used by USAID/Zimbabwses future PERF operating mechanism
 

consultants to develop a financial model of the proposed Fund. The
 

set of procedura and institutional descriptions would be used by
 

USAID/Zimhabwe as background information for the negotiations it
 

would undertake with governments of countries participating in PERF
 

aimed at establishing an efficient administrative environment for
 

ihe Fund.
 

B. STUDY APPROACH
 

1. Identifying Potential PERF Users
 

An initial problem for the DI&S study team was to define, in each
 

country, the "universe" of potential PERF users whose demand for
 

PRF foreign exchange resources would be represented in our surveys
 

of firms. Early in the study, through discussions with
 

USAID/Zimbabwe, a series of criteria was established to clarify
 

probable firm-level eligibility standards for participation in
 

These criteria reflect USAID's overall policy guidelines for
PFRF. 

extension of development assistance for parastatal enterprises.
 

They also reflect perceptions of the kinds of operacions likely to
 

fit the streamlined, revolving, off-shore foreign exchange supply
 

mechanism that PERF was intended to be. In brief, in any of the
 

four study countries, for eligibility for participation in PERF, an
 

enterprise would need to be :

a private sector firm (defined as featuring at least 50%
 

private ownership); or
 

a parastatal enterprise expressly certified as eligible
 

for PERF by a Center for Privatization consulting team
 

acting in parallel to the DH&S effort; and
 

a direct exporter, itself exporting products or
 

commodities (no mindirect" exporters) whose export sale
 

proceeds could be ultimately deposited in the PERF
 
off-shore account; and
 

a direct importer, itself importing inputr to incorporate
 

in its export production (no "indirect' importers); and
 

* typically experiencing a cycle period of no more than 12 

months in which to recapture,through its export proceeds,
 

the foreign exchange expended for imported inputs; and
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in principle able to relate imporred inputs financed
 

under PERF to specific export transactions.
 

Note that in the category of *direct exporterso, DH&S included both
 

firms actually exporting at present, and those with exporting
 

potential -- ie producing products which appeared to have export
 

possibilities.
 

Export revolving fund arrangements such as PERF are normally
 
associated with export manufacture. However, USAID/Zimbabwe and
 

DH&S believed that, if feasible, the benefits of a PEEF should be
 

extended as widely as possible. Consequently, it was agreed that
 
in its definition of the universe of potential PERF users DH&S
 
would include not only enterprises in export manufacture, but also
 
those in export agriculture and export mining which met the above
 

criteria.
 

2. The Survey Effort
 

In each of the four study countries, DH&S conducted its survey
 
along roughly the same lines. First, with assistance from local
 
business organizations, government or donor agencies, financial
 

institutions and knowledgeable individuals, a proposed sample of
 
exporting firms to be surveyed was drawn up. This sample was
 
selected somewhat subjectively, but was intended to be as
 
representative as possible of the universe of eligible PERF users,
 
as defined by the criteria laid down earlier. Secondly, contact
 
was made with sample firms, the purposes of the study explained,
 
and a formal questionnaire was submitted for their consideration.
 

The questionnaire was designed to elicit quantitative data (foreign
 
exchange demand, import content, cycle times) and serve as a basis
 
for discussion of overall export sector conditions. Firms were
 
urged ro fill out the questionnaire either with assistance from a
 
DH&S staff person or independently, as preferred. Thirdly,
 
follow-up meetings were held with many respondent firms to clarify
 
and elaborate on data provided. Finally, additional meetings were
 
held with selected private and public sector organizations to
 
review issues raised by the survey and to confirm DH&S analysis and
 
conclusions based on survey results.
 

The characteristics of the four country samples, and the details of
 
the respective sample selection methodologies and conduct of r he
 

survey in the four study countries are outlined further below. The
 
PERF survey questionnaire, applied in all four study countries, is
 
attached in Appendix A. Note that a Portugese version of the
 
questionnaire was prepared for use in Mozambique.
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CONFIDENTIALITY OF DATA
 

fluch of rhe infomarion requested of the firms surveyed by DHSS is
sensitive 
: firm size, turnover, export sales targets and the
like. 
 DI&S assured all private firms contacted that
confidentiality of their responses would be nainrained.
Accordingly, whil 
 quesrionnaires, workpapers and notes for firms
interviewed have been kept on
this study largely without 
file, survey data are presented in
identifying individual firms by name.
The principal exception to this guideline concerns 
the various
parastanal enterprises, for which financial and other 
Information
are publicly available.
 

1). STRUCTURE OF THE STUDY
 

This study is divided into five chapters, in addition to the
present 
one. 
 An 'OveLview of study Findingsl immediately follows,
summarizing and analyzing the overall results of the PERF surveys.
After this Overview, a series of four 'Country Survey"
chapters is presented. 
 These chapters
format. are laid out
First, in a common
a country's export sector is briefly described in
order 
no provide a sense of the operating conditions and trends
sample firms face. 
 IJext, 
the country's export, import and foreign
exchange-related regulations and procedures are detailed.
characteristics of the survey country's sample and its sample
 
The
 

selection process are then examined.
counrry-specific results of the survey are reported, and DI&S'
 

Last of all, the
 
quantit tive and qualitative conclusions are explained.
 
Finally, following the country survey chapters, a range of four
Appendices are attached, most of them containing detailed notes
pertaining to export and import licensing procedures.
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OVERVIEW OF STUDY FINDINGS
 



CHAPTER II
 

OVERVIEW OF STUDY FINDINGS
 

A* QUANTITATIVE SURVEY CC'CLUSIONS
 

1. Firm Level Demand for PERF
 

Total Demand
 

Rased 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). In order-of-magnitude terms, we

estimate this demand at about US 
 3 million (Tanzania) and US$ 13
 
million (Mozambique) in 1989, rising to US$ 12 million 
(Tanzania)

and US$ 30 million (Mozambique) in 1993.
 

For the other two survey countries, Malawi and Zimbabwe, we
 
perceive no demand for PERF. 
 In Zimuabwe, the existing Export

Revolving Fund (originally set 
up with World Bank assistance) at
 
present appears to be adequately meeting the demand of 
exporters

for imported raw materials and other inputs. In Malawi, a
 
proposed 'Malawi Export Revolving Fundo (MERF) with a

capitalization of US 
25 million to US$ 35 million is to be
 
established before the end of 1988 
as part of a World

nank-sponsoured industrial sector 
and trade liberalization reform
 
pac:age. This MERF should be sufficient ro meet exporters' needs
 
for imported inputs.
 

Demand by Sector, Ownership and Firm-Size
 

Assuming the distribution of demand within the total population of
 
PIRF users 
in Mozambique and Tanzania approximates the
 
distribution 
 of demand evident in the two respective cuuntry

samples, manufacturing exporters would be 
the principal

participants in PERF. 
Their demand account for 70% to 85% of

total demand for PERF. Agro-processors -- tea processors, sisal
 
fibre producers, edible oil producers, seedbean processors and
 
others 
-- 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 generate the
 
bulk of demand for PERF. 
Public sector firms would account for 5%
 
(1989) to 30% 
(1593) of PERF demand (assuming again the 
same
 
proportional distribution 
 of demand for all users 
as that

estimated for the country samples). The public sector firm share
 
of demand would arise not only from the seven parastatal

enterprises in Mozambique and Tanzania identified by the Center

for Privatization team as eligible for PERF, but also from other
 
public sector fiims which 
over time transform themselves
 
sufficiently to qualify for 
PERF.
 

Pased on the distribution of demand for 
PERF among firms
 
interviewed, by firm-size small 
to medium scale enterprises

(between 100 and 1 000 
employees) would account for 75% 
to P5% of
 
total PERF demand.
 

Cxhibit II - 1 presents details of the above.
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- "~a:j:.'Dv SUR-? y C!, ?EAr DEMJHZ 

Firms Sci 
 ittirg Questionnaires 


By Sector
 
- Agro-processing 
- !Ilanufac-urinc 
- !:1r.1nc 

* By Ownership

- Private Sector 
- Public Sector 


* By firm-Size
 
- Less than 100 employees 

- 101 *o 500 euployees 

- 501 o 1 000 employees 

- Over 1 000 employees 

- Unknown 


Additional Frmz interrewed/No uestmnaire a) 


* By Sector
 
- Agro-rrocessing 
- fanufac-urin. 
- Minin-

•By Ownership
 
- Private Sector 


- Putlic cecor 

Additional 
Firms Contcted!/oQuestionnaire (b) 


* By Sector
 
- Agro Processing 
- Manufacturing 

- Mining 

MOTAL SURY!? FiRMs 


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


.x~.~ ~A:Al::. ::1'BA6WZ TOTAL 
14 14 
 17 
 13 
 58
 

S 
 5 
 7 
 2 
 19
9 9 

- - 9 11 38
18
 

12 11 
 15 
 12 
 s0
 
2 3 
 2 
 1 
 3
 

- - 4 
 1 5

6 7 
 7 
 4 24

1 1 
 1 
 4 
 7

7 6 
 4 
 4 21
 
- - I 
 -

5 .
 9 14
 

- - 3 3
5  5 10
 
I
 

5  9 14
 
- -

- S 
 2 12 
 19
 

- - 1 
 4
 
- 5 1 
 9
 - 5 ] 9
 

19 19 
 19 
 34 
 91
 

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

s n s~ 

(a) For Malawi, represents firms interviewed by telephone, but which were nota questignnaire. requested to fill in
!or 2imbabwe represents firms which were initially interviewed by D8S but at
the end of the interview concluded they had no demand for PER? 
resources.
 
(b) 
Represents firms which originally promised to participate in the PERF survey and received
questionnaires but ultimately did not return these to the DU&S survey team.
 

Source : n
 



EXMBIT II - 2 

SU*YW CI PERF SWEY IM CONTT AND C aE Tim ErD 

Ii1PRT CcuInr (S) (a) CYCI TIME-PJI H 4BWqJE WMAIA ZMIA5 WaLM= (Il2lm) (b)
m mZAN ziDABNE 

Avrage 38 44 30-40 40 6 9 5-6 3-6
3-80 8-80 (c) 10-30 2-80 6-8 6-18 3-9 1-8 

Selected Export Proucts 

* Agriculrural iimlennras 27 6* Caned foods 80 6* Plywxo 25
* Polypropyler nerrii'q 75 6 

6 
* copra 8 12* Coon yarn 20 12* Salvanized pit. 7n 
 6* Bicycle cires 40 13* Plastic ware 80 9* Sisal fibre 10 6*Seed beans 
* Vegerable oil 

20 9
29 

* Clothing 6
53

* Packaing 6
80* Processed foods 830 6* Sock feeds 
2 
 1 

(a) Flresenrs only inputs inp r-ed directly by canies for incrpration into exprt productio. Computed asvalue of inpoted inputs as a :ercent of E price of expoc product into which they are inowrpxated. 

(b) r epresenrs t-m period be,'-!,en erawn-xwm of a credi, for -Amchase of irpored inputs for e t production and 
reoeipt of expo:r. proceeds. 

(c) Excludes one respondnt whidh specified 941 inp cr cotent (mnufacrijre of electronic cables) probably a

calculation error.
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Other Key PERF Parameters
 

Import Content
 

Inputs directly imporred by exporters for incorporation in their
exporr production ("import content") appear on average to account
for roughly 30% 
to 45% 
of the FOB value of goods produced (Exhibit
II - 2). 
 The overall range of import conrenr shares 
runs from a
low of 2% (stock feeds, Zimbabwe) to a high of over 
80% (plastics
manufacture, Tanzania; packagin(,, Zimbabwe). 
 Import content for
most agro-processing firms is probably about 15% 
to 35%. Import
probably falls within about 30% 
to 65%. Iaiporr content figures
are of 
course in part a function of the opportunities for local
sourcing of inputs 
: for example a clothing manufActurer in
Zimbabwe reports an 
import content 
of 53%, while another in Malawi
specifies a proportion of 75%.
 

Cycle Times
 

Cycle times represent the period between draw-down of credit to
purchase imported inputs for export production and receipt of the
proceeds of the sale of the export items produced. Cycle times
reported by firms surveyed range from 1 month 
(stock feeds,
Zimbabwe) to 18 months (tea manufacturer, Mlozambique).
general, cycle times appear In
 
to be roughly 6 months for many firms
in "alawi, Tanzania and 
Zimbabwe (rxhibit II 
- 2). In M:ozamblque,
chcy are markedly longer -- probably closer to 9 months or 
more on
average. 
 The more extended Mozambique cycle times may arise from
the ge(neral 
economic disarray in the country and continuing
disruptions to 
its transportation 
and trade cystems.
 

QUALITATIVE SURVEY CONCLUSIONS
 

General Findings
 

An interesting set of consistent responses arises from our
discussions about export sector conditions with firms
participating in our survey. 
Major findings include
 

Domestic Market Orientation (Exporting as 
a "SidelineO)
 

Many non-traditional exporter firms vie Eicounrered repeatedly made
the point to us that the attraction of exporting for them is the
foreign exchange they are able to generate through retention
schertes. 
 Export markets, they emphasize, are more demanding and
lower priced than domestic markets, and often require sales on 
a
marginal cost bai3is to be competitive 
.
 !lithout the incentive of
foreign exchange earnirgjs --
which they can use to buy spares and
raw materials for 
more ptofitable domestic rtarket production
iwan, firms would noct be exporters. Exceptions exist of course
(garment manufacturers in Zimbabwe and lialawi for example). Burthis general pattern aof domestic market orientation even amongexporrers underlines ;he nature of the incentives that the
exisring structure of industrial and trade sector policies sends
to Pro !ucers in the survey countries.
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Complex of Exporting Constraints
 

Whilc lack of foreign exchange to import inputs is definitely a
 
prol,lci. for some exporters, it is worthwhile to note that the PERF
 
survey reveals that the export ,ector confronts a complex of
 
consrraints to exporting. 
Among others these include domestic
 
liqui~liry problems; out-moded and inefficient plant and equipment

and production technology; unreliable and high cost
 
transportation; 
overall lack of export itucentives; administrative
 
and procedural delays for financing and licensing of export

production and imported inputs i- requires; and lack of knowledge

about i:arkets and quality and design standards. Moreover, a major

constraint to exporting in the natural market for most PERF survey

firms -- the regional Preferential Trade Area 
-- is the fact that

prospecrive clients and their governments lack foreign exchange to
 
imporr. Therefore, evn if a regional PERF were to be
 
estzt:lished, it is unlikely that it in itself would generate a
 
major increase in expnrt volumes.
 

Need for Capital Rehabilitation
 

Reinvgrcing the point made above, many firms indicated that one of
 
their fc~emost priorities is to obtain foreign exchange to
 
rehabilitate existing plant and equipment. 
Given years of
 
econoric decline and strict foreign exchange rationing, firms have
 
been unable to properly maintain or replace their equipment. Many

speculate whether 
or not they would be able to sustain production

to 
take advantage of major export opportunities, should such
 
opporruniries be presented to them. 
And they also wonder whether,

without substantial capital investment in new plant and equipment,

they would be able to benefit fully from access to PERF resources.
 

Need for Spare Parts
 

Firms indicate, nearly unanimously, that their first priority

imported input requirements 
are spare parts for equipment and
 
machinery. 
They urge that a PERF should establish as one of its
 
primary functions the provision of foreign exchange for
 
importntion of spares.
 

Maze of Export Support Programs
 

Exporting firms participating in the survey in all four countries
 
described to us the maze of incentive schemes, import support

mechanisms and special foreign exchange allocation procedures that

they face. Though these initiatives are all designed to support

the exporter, the array of individual objectives, requirements,
 
procedures and restrictions they involve adds 
to the complexity of
 
exporting. It also increases costs, for often only senior
 
managerent 
can manoevre through the administrative structure of
 
exporr support programs, a time-consuming diversion from
 
manatent-nt's principal task of running business operations.

Survey respondents advise donor agencies concerned with exporting
 
to work with national governments and each other to coordinate and
 
simplify programs for the export sector.
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Importance of Indirect Exporcers
 

rany firms emphasized that indirect exporters are 
imrortant actors
in the export sector and should not be excluded from the benefits
of a PERF program. The point our 
that indirect exporters can
range from manufacturers of packaging (cans, corrugated boxes,
plastic bagging), to producers of ra: 
.: 
erials sold domestically
for further processing and export (eg sisal), 
to transport
operators who are critical 
ro exporting orocess. 
 These indirect
exporters have their own 
requirements for 
imported raw materials
and spares, which if unmet, bring the export sector to a halt.
Certain respondents pointed our, moreover, that exclusion of
indirect exporters from the benefits of export support programs
can have perverse effects : 
some firms may pass up opporrunities
to sell an agricultural commodity to domestic processors in favor
of direct export sale of the commodity in an unprocessed form in
order 
to obtain retention foreign exchange allocations available
only to direct exporters. 
 National value-added is diminished
result. as a
Others suggested that the PERF principle of requiring
participants to import directly, which reduces the role of the
indirect exporter, might lead to increased costs : for example,
excluded from participation in PERF, indirect exporter firms would
tend to carry smaller inventories of spares, packaging and other
items sold to the export sector, leading in turn to shortages and

inefficiencies.
 

Foreign Exchange for Priority Exporters
 

Uhile foreign exchange for imported inputs is 
a constraint for
some exporters, this is not the case for all of them.
Zimbabwe and its ERF aside, 
Leaving


a number of firms in ralawi, Tanzania
and tio:.ambique indicated that at present they had access tosufficient foreign exchange for importation of export-related
inputs, and that conditions of "freely available foreign exchange"
would not improve their performance. 
These firms tended to be
larger enterprises, both public sector 
and private, the latter
often with multinatonal connections. 
Also these firms were
frequently involved in export of the traditional strategic
products 
: tea, sugar, cotton, cashew and the like. 
 Their access
to foreign exchange appears in 
some cases 
to be the result of
special agreements outside normal allocation channels that larger,
more established and important exporting firms can strike with
governments. The relatively more favored foreign exchange
position of various larger exporters is consistent with the fact
that most of the demand for PCRF estimated in the survey arises

from medium-sized firms.
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Uncertain Operating Environment for Exporters
 

The survey highlights the fact that exporters in the region,

especially in countries such a.. 
Tanzania and Vozambique, operate

under very uncertain circumstances. Years of economic decline
 
(severe in Mozambique and Tanzania, less so 
in lalawi), disruption

to transpovt and impacts of ineffective government policies have

made business operations a matter of survival from day to day. 
 In

such an environment planning and 6evelopment of business
 
strateqies tve little relevance. Cunsequently, at present many

firms -- especially in tMozambique and Tanzania 
-- are probably

unprepared organizationally and psychologically no undertake major

export expansions, 
even with access to PERF resources. One

fallout from this state of affairs is that the 
levels of export

performance that many firms have projected for 
rhe PERF survey are
 
no doubt highly optimittic and impractical. Iehave attempted to

"correc" for such over-optimism in 
our PEPF demand estimates, but
some m.easure of unrealistic export expectations may still remain.
 

Skeptical View of PERF Administrative Mechanism
 

While many firms were enthusiastic about the PErF concept, a
 
significant number of respondents raised quesrions about rhe

practicality of the administrative and organixational framework
that PERF proposes. 
 In short, many firms felt it unlikely that
 
their governments -- and especially their central banks 
-- would
 
accept the role of relative non-involvement for them that is
 
envisaged in PERF. 
 All predicated a hard nenotiation for USAID
 
with central banks to establish the PERF operating mechanism that
 
we described.
 

Country-Specific Findings
 

The PERF survey also gives rise to certain country-specific
 
findings of note, among them
 

Malawi
 

PTA - exporters expressed considerable frustration over 
the
 
Preferential Trade Area, which they say has led to no easing

of trade restrictions or improvement of trade flows 
-- and
 
point out that Malawi's trade with Zimbabwe ha3 actually
 
declined under PTA.
 

Garment industry - Survey respondents indicated that certain
 
overseas garment industry operators arc interested in Malawi
 
as a new "non-quota" location for development of garment

production for the United States market, 
and in fact some
 
CT1 (cut/make/trim) operations exporting to the U.S. have
 
already set up.
 

Mozambique
 

South Africa 
- The Republic of South Africa is an important

export market and source of inputs for i!ozambique exporters,

and many expressed dismay at the idea of PERF restricting
 
sales or purchases from RSA.
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Local foreign exchange sales - Several sample firms have
 
significant hard currency earnings fro 
 "exporting" to
 
*;ozambique's domestic market where they are paid in foreign

exchange (clients tend to be donor agencies or 
the Lojas
 
Francas Shops).
 

Tanzania
 

Seed Capital Revolving Scheme (SCRS) 
- SCRS has contracted
 
%;ith a total of 46 exporter firms, and the scheme has
 
clearly benefited many participants, although a significant

share of SCRS firms have not yet exported according to their
 
projected export commitments.
 

Local currency liquidity - Several exporters emphasized that
 
Tanzania's Econbmic Recovery Program has led to a Tsh
 
liquidity crises for several firms, so that, even if they

receive them, they are unable to provide the local currency
 
cover 
required for foreign exchange allocations.
 

Zimbabwe
 

Transportation - Exporter's specified that the high cost of
 
air freight transport is a major constraint to exporting,

and offered that a major export drive would be limited by

the poor state of Zimbabwe's transport, especially vehicle
 
spares.
 

Administrative constraints 
- Exporting firms praised the
 
efficiency and responsiveness of the rxport Rfevolving Fund,

but maintained that the other systems (import control in
 
particular) are a major constraint to economic activity.
 

C. SURVEY METHOD
 

1. PERF Survey Firms
 

The PFA:F survey involved contacts with a total of 91 companies in
the four survey countries. Of this number, 
58 firms submitted
 
detailed questionnaire responses and another 14 
firms participated

in interviews regarding potential demand for PERF and export

sector constraints. Another 19 
firms promised to return the PERF
 
questionnaire, but did not do so.
 

The characteristics of firms participating in r.he survey (sector,

firm-size, ownership) are summarized in Exhibit II 
- 3. All 9
parestaral firms certified as 
eligible for participation in PERF
 
were contacted and 7 returned questionnaires.
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2. Sample Selection
 

In all PERP survey countries, the selection of the sample was
somewhat subjective, but with the aim of developing a group of
firms to survey which would be 
as representative as
rhe potential PERF user possible of
population. In particular, we sought 
to
select a sample presenting 
a good cross-section of 
(1) the full
array of major products and commodities exported by the private
sector and 
(2) the full range of conditions existing in the
private export sector 
(eg firm-size; foreign-owned firms/locally
o:ned firms; geographical dispersion, if possible; participation
in existing revol%/ing funds). 
 Care was also taken to include some
-.
orential exporters as well as 
actual exporters in the sample.
 

DU&S survey teams relied on exporter rosters and the opinion of
Inowledgeable private and public sector inhlividuals concerned with
'he export sector 
to help initially in selecting the samples, and
then to reconfirm the *representativeness* of the targetted firms
 once 
the survey was underway.
 

3. 
 Demand Estimation
 

In all four survey couritries, 
the DH&S survey teams used a
questionnaire designed, among other points, to contrast a 'Rest
Case" scenario for exporters with their *Base Case" scenario. 
The
"'est CaseO asked the respondenn to project his export performance
for the period 1989 
through 1993 assuming conditions of 'freely
.vailable foreign exchange" for 
purchase of imported inputs. 
 The
" 
ase Case' asked him by contrast to project his export
rerformance under roughly 
a continuation of present conditions of
foreign exchange availability. 
The difference between the two
would be the yearly "net increase' in export 
revenues attributable
to introduction of 
a PERF -- the source of 
"freely available

foreign exchange' for imported inputs.
 

Using the exporter's estimates of import content for his export
product or commodity, the annual 
net increases in export revenues
were then converted to their imported-input-equivalent value in
foreign exchange. 
Applying the exporter's estimates of cycletimne, annual foreign exchange values were reduced to the netanount of foreign exchange required to meet annual imported input
needs, after the effects of cycling of funds; 
were taken into
account. 
 The result was a sample firm's projected demand for PER?
is a given future year.
 

For the two countries in which some demand for 
PERP appears to be
present, fozambique and Tanzania, a distincrion was made between
firms' 'nominal' demand for PERF 
 their snated demand
'effective' demand for PERF. 
-- and an
 

The latter represents an across-the
-.oard reduction of nominal demand by a facro: of 40% 
to adjust
for suspected over-optimism on the part rcs:ponding firms. 
 The 40%
fi.cror roughly reflects the share of firms enrolled in Tanzania's
Sccer] Capital Revolving Scheme, which ar. lazr 
report had not yet
ac-ually achieved an export sale.
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Finally, the "effective" demand for PERF among sample firms was
 
extrapolated to the whole of the potential PERi user population.

In Mozambique 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.
 

4. Limitations of the Survey
 

In each of the four countries of the PERF demand study, every

effort was made to conduct the survey in as objective and
 
impartial a manner as possible, in both sample selection and
 
organization and interpretation of data flowing from survey

questionnaires and interviews. It must be recognized, however,
 
that 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 PERT design. But ultimately the quantative findings of the
 
PERF survey are fairly rough indicators and should be recognized
 
as such.
 

D. 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 establishment of the
 
rlalawi Export Revolving Fund, we recommend withdrawing any
 
plan to finance a PERF. If, contrary to our findings, the
 
capitalization of tIERF proves inadequate to meet the needs
 
of exporters, the issue of lalawi's participation in a PERF
 
could be reopened. In the meantime there are still a number
 
of conceptual and procedural questionmarks associated with
 
IIERF'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/1lalawi, 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 tIERF might in
 
this respect be treated as a prototype to be tested and
 
perhaps later "regionalized" as appropriate to serve several
 
SADCC 	countries.
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(2) 	 For Mozambique, in view of the positive indications of a
demand for PERF, we 
recommend proceeding with further design
work le signal caution, however.

for the Fund. 


Not only is
the economic situation in Mozambique obviously very fluid,
but also export sector systems and institutions -- notably
the Bank of Mozambique --
will very likely be poorly suited
to the streamlined, commercially-oriented thrust of 
 PERF.

Substantial and careful background design work 
for PERF will
need to be done. 
 Also, 	we recommend rhat PERF 
nor be
established 
as a single initiative in riozambique, but as one
of a series of measures --
including a program of firm-level
capital rehabilitation for example 
-- oriented toward
 
promoting the export sector.
 

(3) 	 For Tanzania, also in view of 
the positive indications of
demand for PERF, 
we 
recommend proceeding with further design
work. In particular, we urge that an 
effort be made to
probe the Tanzania Seed Capital Revolving Scheme's
experience in detail and to incorporate that experience in
any future PERF mechanism . lie 
would 	also counsel that, if
possible, a method for 
consolidating the two funds be
sought, or at 
least 	for coordinating their operations
working basis. 	 on a

Again, like Mozambique, we recommend that in
Tanzania PERF be 
one element of a set 
of complementary
 

export sector promotion measures.
 

(4) 	 For Zimbabwe, in view of the apparent effectiveness of the
existing Export Revolving Fund, we 
recommend withdrawing
plans 	for introduction of PERF. 
 Wie would suggest, however,
that OSAID/Zimbabwe consider proposals put forth to 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 imported spare parts for export

enterprises.
 

(5) 	 At a more eneral regional level, we would counsel USAID to
reconsider the Oregional" character of the PERF concept
proposed to date. 
We suspect that given the diversity of
conditions in the SADCC region, an explicitly "sub-regionalO

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/I'orld Bank 
Economic Recovery Programs

(Tanzania and Mozambique initially, perhaps at a later time
to include Zambia and Angola). Finally, on 
a truly regional
basis, USAID might consider a program of export sector
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. 
 Even 	in the relatively
limited scope of the 
PERF survey, the need for support 
on
these 	levels strongly emerges in 
economies as different as
those 	of Mozambique and Zimbabue. 
 :rcordingly, a regional
 
program might be useful and merits further examination.
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CHAPTER III
 

MALAWI COUNTRY SURVEY
 

A. 
 EXPORT SECTOR OVERVIEW
 

1. Macroeconomic Context
 

In the period 1978 
- 1981 a combination of circumstances severely
slowed flalawi's economic growch. 
 These circumstances included
adverse movement in terms of trade, 
increase in fuel prices,
disruption of the traditional transport routes through Mozambique
and poor weather conditions. 
 All these factors led to structural
imbalances in Malawf's economy, both internal (fiscal deficits)

and external (current account deficits).
 

Following the adoption of 
a Structural Adjustment Program in 1981,
GDP growth resumed in the period 1982 to 1985. 
 However, the
closure of access to the Mozambique ports in 1985 led to increased
transport costs for Malawi and general disruption to its economy
This rituation has been further intensified over 
tne last three
years by increased Government expenditure on displaced persons
from Ilozambique, further deterioration in export commodity prices,
particularly tea, and significant financial outflows by Government
to support Malawi's major parastatal bodies.
 

Government has recognised these problems and has taken a number of
steps to rectify the situation, notably including three
devaluations of 
the Malawi Kwacha during the last eighteen
months. 
 Additionally far-reaching measures are also presently
being introduced as part of an 
Enhanced Structural Adjustment

Facility o~fered by the IMF, and in line with 
an Industrial and
Trade Policy Adjustment credit of 
 US$ 175m to be provided through
the lorld Bank later this year. 
 The industrial sector and trade
regime adjustment measures proposed include:-


Import liberalisation with 
a target of full liberalisatlon
 
by December 1990.
 

Tax reforms, including expansion of the surtax base, faster
 
duty drawback for exporters, a change in excise rates from
ad 
rem to ad valorem, and reductions in import tariff levels.
 

Removal of remaining price controls 
-- since 1981 over 50
 
items have been de-controlled and the present list comprises

only 4 items.
 

Flexible exchange rate management to help maintain Malawi's
 
export volumes.
 

Reduction in fiscal deficits through cuts in Government
 
expenditure.
 

Several export promotion initiatives, including the setting
 
up of a Mlalawi Export Revolving Fund ('MERF").
 

Through these actions, Malawi anticipates real growth in GDP over
the next five years, a dramatic reduction in its inflation rate
from a present level of 26%, and progress towards a sustainable
 
external financial position.
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EXHIBIT III - 1
 

PERFORMANCE INDICATORS FOR MALAWI 1984 - 1987
 

GDP (rate of change) 


GDP Per Capita (rate of
 
change) 


Govt. Deficit/GDP 


Debit Service/GDP 


Tt bit Service/Exports 


{ports/GDP 


ports (rate of change) 


iporrs/GDP 


ports (rate of change) 


rrent Account/GDP 


.reign Exchange Reserves 

eeks of CIF Imports) 

/ Estimated 

/ Projected 

ource: World Bank Data 

19q4 


4.5 


N/A 


- 8.5 


10.7 


37.6' 


28.4 


24.4 


26.4 


-16.4 


1.7 


11.5 


(PERCENT)
 

1985 1986 


4.2 2.2 


- 7.1 - 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/ 1988 b/ 

- 0.2 2.6 

- 2.1 1.3 

- 10.7 - 9.0 

10.9 10.6 

45.8 49.4 

23.8 21.3 

5.8 - 4.9 

25.9 30.0 

1.1 19.3 

- 4.1 -11.2 

7.6 9.4 
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EXHIBIT III - 2
 

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

(MK 000)
 

Commodity 1983 1984 


Tobacco 
 136 743 225 652 

Tea 
 55 866 112 935 

Sugar 27 052 28 916 

Groundnus 
 2 886 1 075 

Corron 
 6 2 977 

Reans and peas 9 644 6 379 

Maize 
 ii 238 28 477 

Tung 
 396 492 

Rice and cassava 202 
 913 

Cattle cake 
 637 43 

Hides and skins 
 500 1 069 

Coffee 
 1 991 4 335 

Unbleached cotton fabric 
 5 241 5 120 

Printed cotton fabric 
 321 530 

Dyed cotton fabric 
 1 210 

Cotton yarn 
 66 382 

Other commodities a/ 12 377 10 946 


TOTAL 
 265 167 430 751 


US$ (000) equivalent 220 000 302 000 


a/ See Exhibir. III - 3 for detailed breakdown
 

Source : National Statistical Office
 

1985 


187 417 

91 399 

44 420 

5 968 


12 981 

8 275 


29 427 

213 

309 

42 


1 742 

11 577 

12 361 


367 

864 

327 


11 456 


419 145 


246 000 


1986
 

244 355
 
68 413
 
39 926
 
15 535
 
2 066
 
9 053
 
13 518
 

241
 
1 118
 
1 500
 
1 449
 

22 525
 
10 193
 
1 169
 

476
 
77
 

14 251
 

445 865
 

247 000
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EXHIBIT III 
- 3
 

BREAKDOWN OF MALAWI'S OTHER COMMODITY EXPORTS a/
 

1983 - 1986 (Mx 000)
 

1983 
 1984 
 1985 
 1986
 
Fish for aquaria or food 
 1 054
Fruits and 
nuts 


305
Mixtures of coffee and substitutes 735
Pepper, pimento and spices

Cereals excluding maize 

164 

155
Seeds, fruins and other vegetables


Residues and food waste 
1 242 


Pharmaceurical products 
1 026 


383
Essential oils, scents, toiletries 626
Rubber 

Corlaie, rope and cables 

290 


Apparel and clothing 
609 

491
Glycerol 

537
hoes and hand tools 

4
other co~nmodities 

4 756 

(less than '11:500,000 each) 
 12 377 


a/ Hased on 
mOther commodities* in Exhibit III 


Source 
:tional Statistical office
 

480 

646 

746 

381 


1 152 

1 524 


142 

539 

59 


494 

214 

131 

953 

-


3485 


10 946 


- 2
 

645 

451 

373 

755 

399 


2 200 

85 


170 

-

1 779 

137 

3 


1 650 

552 


2 257 


11 456 


898
 
996
 
73
 

800
 
1 174
 
1 952
 
1 504
 
1 374
 

232
 
1 015
 

277
 
1 519
 
1 054
 

725
 
658
 

14 251
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EXHIBIT III - 4
 

DIRECTION OF MALAWI'S EXPORTS 1983 
- 1986
 

(percent of total)
 

Country 1983 
 1984 1985 
 1986
 

United Kingdom 27.6 31.5 33.9 
 26.4
 
South Africa 8.3 
 7.4 6.4 7.4
United States 6.0 8.8 
 0.3 9.0
 
West Germany 6.4 9.2 
 8.3 9.9
 
Zimbabwe 
 6.3 3.8 
 2.3 2.0
 
Netherlands 
 6.0 6.6 
 5.4 6.5
 
Zambia 
 l.a 2.8 
 6.4 2.5

Japan 4.7 3.1 
 3.3 6.2
 
Australia 
 1.7 1.5 1.5 
 2.2
 
France 
 2.2 3.3 3.5 
 3.3
 
Mozambique 3.0 
 1.6 1.4 
 4.0
 
Rest of World 23.3 16.9 
 14.1 15.20
 

100.00 100.00 100.o0 
 100.00
 

Source : National Statistical Office
 



Furthermore, early in 1988 the Government secured a debt
 
rescheduling programme which will reduce the debt service ratio
 
from over 50% in 1986, to around 30% by the early 1990's. The
 
chronic foreign exchange shortages experienced during 1986 and
 
1987 have been relieved due to this rescheduling and further
 
assistance packages. On balance therefore, Malawi's present
 
economic nicuation is looking more healthy than it has for 
some
 
cime. Exhibit III - 1 presents recent trends in selected Malawi
 
economic indicators.
 

2. Export Production
 

Agricultural commodities account for 
the vast majority of Halawil's
 
export earnings (Exhibit III - 2). In 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 exported, tobacco, tea,
 
sugar and coffee generally constitute around 90% of value of all
 
agricultural exports. These commodities are produced chiefly by
 
private commercial estates. Groundnuts, pulses, rice, maize and
 
cotton are mostly produced by smallholder farmers. Until 1987 the
 
marketing of these products was controlled by the Agricultural
 
Development and Marketing corporation (ADIIARC), a parastatal
 
body. The purchase and first sale of all smallholder crops except
 
cotton and tobacco is now open to any Malawi citizen along with
 
ADMARC.
 

Malawi's major non-agricultural exports have been cotton fabrics,
 
clothing, fishing flies, glycerol, hoes and hand tools and
 
pharmaceuticals, among others (Exhibits III - 3).
-2 and III The
 
major non-agricultural exporter is David Whitehead, a textile
 
manufacturer, and while the firm processes local cotton it also
 
imports synt*ntic yarns for blending. Other potentially
 
exportable products from Malawi include some processed food items,
 
netting products, leather goods, wooden furniture, plywood and
 
blankets. Most of these products would be directed co 
the
 
SADCC/PTA regional market. The principal products for export
 
overseas are textiles, yarn, clothing, fishing flies and wooden
 
furniture. The EEC countries take over 50% of Malawi's exports.
 
Other significant markets include USA, South Africa and Japan
 
(Exhibit III - 4).
 

3. Public/Private Sector Roles in Exporting
 

The smallholder sector accounts for almost 80% 
of total
 
agricultural production, meeting the country's demand for staple
 
foods (maize, beans, rice) and generating cash crops, notsa.;
 
cotton and tobacco, for sale to ADMARC.
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EXHIBIT III - 5
 

ADMARC - AGRICULTURAL COMMODITY EXPORTS -a/
 

41984 - 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 r 503 52 935 

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

1.905 6 213 2 343 - o - 42 972 797 646 52 971 

1984 196 5 684 - o - 21 747 154 223 28 001 

a/ 	 Note that for commodities such as maize and rice, whore ADMARC is1alawils sole exporter, it is not possible to comnarn da-a in Exhii.

III  5 to those in Exhibit 
 III - 3, due to the facr ADMARC accounts
 are compiled according to different year ends relative ro data of t.i:

National Statistical Office.
 

Source 	: ADMARC published accounts
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EXHIBIT III - 6 

MALAWI'S EXPORT LICENSING PROCEDURES 

Do the goods to be exported require a license? No  proceed to 

Customs. 

Yes 

Obtain export license 

Complete form 34 or form 36 and submit to customs for clearance 
together with CDI form 

r Arrange for customs to examine the goods and certify details on 
CDI form 

F Ensure chat the sales invoice and certificate or origin are 
included with the consignment 

F Complete the CDI form (for exchange control) and submit to the 
Reserve Bank of Malawi and Ministry of Trade and Industry 

Sell foreign currency proceeds to authorised dealer 
on receipt and notify same to RBM. 

immediately 

Sci ce DH&S. 
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NOTES TO Exhibit III- 6
 

A 	 The present licensing system is primarily used as a means of
 
monitoring the export of goods which are considered to he of 
strategic importance to Malawi. This is intended to ensure 
adequate domestic supplies, to maintain security and to ensure 
compliance with international sanitary regulations. ; complete 
list of goods requiring export licences is given in Ar[,endix B -1. 

B 	 Most export licences fall under the administrative conr~rol of the
 
Ministry of Trade, Industry and Tourism.
 

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

D 	 Customs require an examination of all goods to be exported. Where
 
goods are to be transported 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.
 

E 	 The certificate of origin is used by the importing country to
 
establish whether the goods are entitled to preferential duties.
 

In the case of exports to the EEC a EUR 1 Form should be completed.
 

F/G 	 Generally, exports are not permitted unless payment will be made
 
in an appropriate manner to a resident of Malawi within six months
 
of the date of exportation. If proceeds are not received within
 
this six month period, an explanation will be required by the
 

Reserve Bank of Malawi.
 

111- 9
 



EXHIBIT III - 7
 

MALAWI'S IMPORT APPROVAL SYSTEM
 

Notes Is item to be imported liberalised? Yes - see Exhibit III- 8 

A fo 

Obtain pro-forma invoice from intended 
supplier and submit to a commercial 
bank with request for foreign exchange. 

B Request approved No - re-submit 
application 

C Yes 

Order goods within three months of 
approval emphasising essential 
documentation required 

D On arrival of goods, present all 
relevant documents to customs at inland 
port to obtain customs clearance 

All goods received No Delay in shipping Yes Await Receipt 

Yes No 

Short supply/goods 
lost in transit? 

E & F Submit form OE', invoice, customs proof 
of arrival and credit note (if 
applicable) to the commercial bank 

Obtain foreign 
exchange credit 
note/insurance credit 
note for shortfall 

Remittance approved? 

Yes 

G Instruct the commercial bank on remittance 
of funds within six months of approval 

Source DII&S. 
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NOTES TO EXHIbIT III - 7
 

4. 
 The commercial bank forwards all such import applications to the

Reserve Bank of Malawi. RBM have stated that they will deal only
with the commercial banks and will ignore any applications

received direct from companies or individuals.
 

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

B. 	 R4 do not generally give reasons 
for rejectin7 applications.
 
Rejected applications may be resubmitted.
 

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

D. 
 The four documents noted above must be presented to Customs at 
 the
internal port together with the bill of entry, an 
import 	licence,

(if relevant) and means of paying duty. 
 For details of duty rates
 
and means of payment see Appendix B - 2.
 

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

g. 
 If payment is by way of a bill of exchange it is likely that the
bill will fall due before the remittance has been approved. 
 In
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, until the approval to remit is received.
 

General
 

Currently approximately 85% of Malawi's imports are subject to the Open
General Licence System. In addition to this there 
are thirty-four
specific categories of goods and from which all goods from thirty-eight
countries requiring import licences from the Ministry of Trade Industry
and Tourism. Details are 
included at Appendix B - 3. 
Government intends
to eliminate this requirement for eight categories of goods and twenty
rwo countries 
-- the remaining requirements are to be maintained in the
 
interests of public health, safety and security.
 

Additional charges (eg freight, insurance, bill interest etc) must be
separately approved by RBM. 
Approval is usually granted providing the

relevant documentation is complete and amounts are not excessive.
lowever, note that supplier's interest for 
late payment is unlikely to be
ipproved unless the terms are 
specifically stated on the supplier's

proforma invoice.
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EXHIBIT III - 8
 

MALAWI'S LIBERALISED IMPORT APPROVAL SYSTEM
 

Obtain Proforma Invoice from intended
 
supplier and submit to a commercial bank
 

Request approved by C~mmercial Bank if
 

* 	 Goods are on list of liberalised raw 
materials or spare parts 

* 	 Customer i's on list 

* 	 Customer has nor exceeded monthly 

Kwacha limit 

Flow then continues as per Exhibit III - 7
 

Commercial banks notify RBNI of orders approved
 

(A list of the major items'included on 1lalawi's
 
liberalised raw materials and liberalised spare parts
 
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 certain crops such as maize and rice,
 
ADMrARC has been the country's sole exporter. An indication of
 
ADMARC's range of commodity exports is provided in
 
Exhibit InI - 5. In the main, commodities purchased from
 
smallholders are not subject to primary processing prior to export.
 

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 irr 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.
 

B, EXPORT TRANSACTIONS : MALAWI POLICIES AND PROCEDURES
 

1. 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 that since February 1988, the first stages of import
 
liberalization in 1alawi 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 flalawi's
 
import bill. These items include about 25% of various imported
 
raw 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.
 

2. MERF and Other Measures to Promote Exports
 

Certain continuing and recently introduced measures by ralawi'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 the
 
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 exporters 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 reduction based on 4% of 
taxable income
derived from export sales, and requires the Export Promotion
 
Council to provide technical assistance to exporters in such 
areas
 
as 
packaging, marketing and product diversification.
 

It is particularly notable 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 administration of the Fund from the frational
 
Export Policy Committee. This is 
a body chaired by the Secretary
to the President and Cabinet whose membership includes the General
Manager of the Reserve Bank and the General Manager of ADHARC.
 

This tlalawi Export Revolving Fund (MERF) is designed to ensure
 
exporters have adequate access to foreign exchange during the

trade 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 an6
 
Trade Policy Adjustment credit. (Initially USAID rialawi was to

provide co-financing for 
the World Bank program earmarked
 
especially for MERF. 
 riore recently -- June 1988 -- USAID's

funding link to HERF has apparently become less direct, though it
 
will continue to participate significantly in co-financing the
 
Ind3ustrial and Trade Policy program).
 

The details of the 
IIERF operating mechanism are presently being

formulated, but certain 
information has been released 
to the
 
commercial sector. 
 we summarise below the key characteristics of
 
MERF 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 falawi; 

* Available to registered exporters, ie those registered with
 
the Hlalawi 7xport Promotion council under the Export
 
Incentives Act;
 

Approval by the Reserve Bank of Malawi required for exporter
 
applications for MERF foreign exchange;
 

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

* 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

FMERF (Note that an 80% of 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 p.7oceeds to be re:eived in Malawi 120 days after
 
stamping of the CDI by customs.
 

Although passed by Parliament, the 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.
 

3. The Preferential Trade Area
 

The Preferential Trade Area for 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 living 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. In theory, the use of national currencies in
 
settling intra-PTA transactions should lead to the creation of
 
additional liquidity for trade financing in the region and
 
therefore reduce tle need for Member States to hold large foreign

exchange working b&lances. At 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 tlalawi's case, exports to Zimbabwe have actually
 
declined from MKl6 million in 1984 to MK9 million In 1986. 
 From
 
discussions with the Ministry of Trade Industry and Tourism it
 
appears participating 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
 
import from non-PTA countries.
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C. MALAWI SURVEY APPROACH
 

1. 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 population 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 Malawi products of tea, sugar and tobacco on the grounds
 
that:

* Such firms already 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 i not
 
likely to enhance the value of commodities they export as
 
this is determined by world market pricesl
 

flaving defined the entities and narrowed the product range we
 
obtained information from the following sources
 

* Reserve Bank of Malawi 
* Ilalawi Export Promotion Council 
* Chamber of Commerce 
* National Statistical Office 
* IIMANI DEVELOPMENT (Pvt) Ltd (our sub-contractor) 
* DII&S firm knowledge 

From this irtformation 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 the 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 (tlKlmillion 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 CDI forms). We have subsequently
 
received an analysis of exports by product type from the National
 
Statistical 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
 
participate in PERF by the Center for Privatization, we were
 
informed that two parascatals -- Wood Industry Corporation and
 
Admarc Canning Limited -- presently fulfil the PERF criteria.
 
They have therefore been included in our 
list of eligible PERF
 
users. fleither are presently significant exporters.
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We also attempted to compile a list of potential exporters who
 
might be encouraged to begin export activity with introduction of
 
an Export Revolving Fund. We turned to the same dara 
sources as
 
before. For example, we again reviewed the 
names of all
 
manufacturers registered with the Chamber of Commerce, a. 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 potential

exporters, and the Malawi Export Promotion Council's list of

registered exporters and ad-hoc exporters. 
 As a result we believe
 
we have been able to extend our roster of possible PEFP 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
 
private and public enterprises.
 

2. Malawi Sample Selection Methodology
 

Once we established the PERF'user population, the most 
important

criterion we applied in selecting our sample was 
representation 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 towards inclusion of actual or
 
potential exporting firms which, in our opinion had the highest

likelihood of generating export value in the near 
future.
 

From our list of about 70 actual and potential exporter firms
 
developed as described above, we initially selected a set 
of 12

firms representing textiles, garments, pulses, metal products,

coffee, wood products, sundry other manufactured items (sporting

goods, nets) and minor agricultural products (rubber and edible
 
nuts). We then categorized these firms by size, according to 
a

criterion we believe is appropriate for the Malawi context:
 

Exports
 
Actual/Potential
 

Employees 
 (MK million)
 

Large > 400 > 5
 

Medium 100 - 400 
 .5 - 5
 

Small < 100 
 (.5
 

We also included the two approved parastatals in our sample.
 

After discussions with USAID/Zimbabwe on their interest in
 
extending our 
survey to the broadest range of eligible sectors, and
 
contrary to our initial decision, we expanded our sample 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 export
 
revenues and the fact that the majority of exporting firms for
 
these commodities are private sector. 
 Hence, our sample as
 
extended included firms exporting the products mentioned above
 
plus:-
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EXEMIT III  9 
ME mAW SAMoE CP Efl FnM a/ 

NO'I. IIU3SM! PRIC=.AL PRtixrzS aX*IP (%PRIVATIE) SIZE 

P=s-r "7.,.rF (Us,0)00-'. , 

.- Agro- erosing Tea, Coffee, Rubber 100% 168% foreign) 13 727 2 145 600C 
"! Agro processing Ta, "acadamia Nurs 100% 4 029 826 8365 

".nufacturin Fishing Flies, et-:er Sprrs Goods 100% 153 123 150 

.-4 Manufaccuring -a Maahinerl, "-aize .ills, Winbows 

tianufacturing Poles, 

and doors 

Sawn T1rber, Furniture 

100% [10% foreign] 

Nil 

6 977 

2 353 

400 

159 

1 2L 

1 '2 
Agro processing Suaar 50% [foreign) 26 277 14 400 II Ica 

M7 Agro processing 2hall, Beans, Peas, Spices 100% 1 177 800 150 

!M anufacturing -hirrs, Shorrs, Trousers 100% 2 039 315 

t Manufacturing Processed .xacco 100% [foreign] 3 575 _ 2 
M10 Agro processing Canned Fruit and Vegerables Nil 471 157 
.1 4anufac.ruring Agricultural Iplemenrs 60% (foreign] 1 059 336 15 
M12 tanufaccuring Textiles 51% [foreign] 28 930 8 225 4 OM 
13 . amafacruring Nering, Polypropylene sacks 51% [foreign) 5 099 1 210 31 
M14 Maiiuf-cing Soaps, Edible Oils 100% [foreign] 23 221 454 555 

a/ figesenrs rJose firms submirting cxmplered questrionnaires ro ribe Malawi PERF survey rean. 

Surce: EMS III - 18 
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EXHIBIT III -10
 

EXPORT PRODUCTS/COMMODITIES
 
REPRESENTED IN MALAWI PERF DEMAND SURVEY
 

FIRM 
 PRODUCT 
 SURVEY COVERAGE
 
CODE
 

NAME
SITC 
Q = Questionnaire

CODE 

TI = Telephone 

Interview
 

MA 1 
 0711 
 Coffee
 

0741 
 Tea
 
2320 
 Natural rubber 

0577
HA 2 Edible nuts (Macadamia) 

Q
 
0
 

0741 Tea (special product) 0
 
4249 
 Nut oil
MA 3 8947 Sporting goods 
 0
MA 4 
 7272 
 Tea machinery


MA 5 2482 Sawn timber 
0
n
 

8219 
 Furniture

11A 6 
 0612 Sugar 

Q
 

MA 7 
 0542 Pulses 
 Q
 
0751 Spices/seeds


MA 8 
 8434 
 Ladies skirts 
 Q
1A 9 1212 Stripped tobacco 
 Q
MA 10 0565 Vegetable sauces 
 Q
 
0583 Jams/marmalades 
 O
 
0585 Fruit juices
 
0589 Canned fruits o
MA 11 
 6951 
 Hoes and hand tools
 
7211 Other implements 0
NA 12 
 6513 Cotton yarn 
 0

6521 
 Cotton fabrics


MA 
 13 58XX Polyprop bags 
 0
 
6575 Twine/fish netting


NA 14 
 431X Glycerine 
 Q
MA 15 
 851X 
 Footwear 
 TI
MA 16 0484 Confectionery (biscuits) 
 TI
MA 17 696X Domestic ware (cutlery) TI
MA 18 
 6342 Plywood 
 TI
MA 19 
 541X 
 Pharmaceuticals 
 TI
 

Source: DH&S
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One sugar producer . .:,ich accounts for the total 
industry; 

* One tobacco processincj corinariy; 

* Two significant tea estates (both firms had already been 
part of the sample on grounds of other products they export).
 

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

In addition, we made telephone contact with certain other firms
 
(all private) either currently engaged in exporting on a small
 
scale or with potential to export. These contacts were made to
 
cover actual/potential exports of the following products:

confectionery items (biscuits), footwear, pharmaceuticals, and
 
plywood products. We questioned these firms regarding their
 
exporting plans and their opinions of export constraints, but we
 
did not ask them to complete questionnaires for us. In total,

therefore, we received response either by questionnaite or by

telephone interview from 19 companies.
 

We consider that our survey has thus covered all the major classes
 
of products or commodities actually exported or with potential 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 the
 
other 5 subsequently interviewed with the Chamber of Commerce to
 
further confirm that our objective of representing significant
 
actual or potential export activity had been met.
 

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

3. Conduct of the Malawi Survey
 

The Chief Executive 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 those contacted expressed their willingness to participate

although some wondered why a further survey was being conducted
 
approximately 13 months after a similar World Bank exercise and
 
shortly after documents setting out in outline the operating
 
mechanism for the 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 the phone conversation, questio.,naires were despatched

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 but without asking for submission
 
of a questionnaire, our approach was to engage in an extensive
 
telephone interview. The interviewees were the Chief Executives
 
of their firms and our discussions with them focussed on firms'
 
evaluation of the need for PERF, exporting plans and input import
 
needs.
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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.
 

4. Limitations of the Malawi Survey
 

As 
our sample was selected subjectively, we recognize that
extrapolation of results will not be statistically precise.
However, we believe our conclusions will not greatly misstate the
potential demand for PERF, and if anything may overestimate demand
 
for PERF resources.
 

D. MALAWI SURVEY RESULTS
 

1. Estimate of Demand for PERF in Malawi
 

MERF and PERF
 

Our projection of demand for PERF in Malawi was complicated by the
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
foreign exchange for purchase of imported inputs 
-- and is to be
capitalized at 
a level of US$25 million to US$35 million under the
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
exporters). Consequently, any exporter demand DH&S identified for
PERF is simultaneously a demand for 
MERF.
 

We chose to deal with the HIERF/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 1alawi,
we were 
concerned that some sample companies would implicitly

anticipate the availability of MERF res6urces in responding to
questions of future foreign exchange needs, while others would
not. 
 By asking sample firms to exclude consideration of HERF in
their projections of desired future levels of export production
and associated requirements for 
foreign exchange for imported

inputs, we arrive at 
a 'clean" estimate of exporter foreign
exchange demand over and above amounts presently available from
 
other sources.
 

Having developed this "clean' estimate of incremental foreign
exchange demand 
-- which we call 
a demand for PERF 
-- we can then

relate it to the capitalization of HERF, although direct
comparisons are not meaningful since PERF-eligible firms are a
sub-set of 
the rERF user population. Based on 
this exercise, we
 can then roughly assess whether and in what circumstances demand

for PERF might exist in excess of MIERF 
resources.
 



Estimate of Demand
 

We estimate tsie value of the 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 about US$7.2
 
million in 1993. This demand is incremental in that it is over
 
and above amounts of foreign exchange for imported imports

presently available to exporters who would be eligible for PERF.
 
Assuming there is no major reduction in the future amounts of
 
foreign exchange presently available to these exporters, MERF
 
resources should be more than sufficient to meet the needs of
 
exporter firms which would otherwise be users of PERF. We
 
therefore conclude that there is no 
immediate requirement for a
 
PERF in Malawi.
 

There are situations,,at least in theory, which would lead us 
to
 
modify this conclusion. One would be the case of dramatic growth

in foreign exchange demand for imported inputs among non-PERF
 
eligible users -- i.e. parastatal exporters. 
 If this growth were
 
so large that it totally absorbed N*ERF funds, it would thus crowd
 
out the rest of the exporting sectoi from access to MERF. This
 
seems highly unlikely.
 

A second situation that could arise may be more realistic. It is
 
possible that with rapid liberalization of Malawi's import

regulations, a sharp rise in import demand throughout the economy

will ensue. The result might be a subsuantial reduction in the
 
future levels of foreign exchange available to exporters compared
 
to amounts to which they presently have access. This outcome
 
would violate the assumption underlying the estimate of
 
incremental demand for foreign exchange just stated above, and
 
render our conclusion invalid.
 

Unfortunately, we do not know and cannot know how much pressure

would be put on MERF in this situation: i.e. how much exporters

would find their present non-MERF amounts of foreign exchange for
 
importing inputs disappearing under conditions of rapid

economy-wide increase in imports. 
 We have, however, probed the
 
problem as follows. We assumed, first of all, that the strategic
 
exports -- tobacco, tea and sugar 
-- are likely to be guaranteed
 
access to foreign exchange from non-P1ERF sources, particularly for
 
import of agricultural inputs (fertilizer and chemicals). 
Once
 
the input demand of these export commodities is excluded, we
 
estimate the total export-related foreign-exchange-for-inputs
 
demand of all other Malawi exporters handling the nearly 30 other
 
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
 
emphasize tha: these are total, not incremental, foreign exchange

needs for import of inputs among exporters specified. These
 
figures do not of course include the export-related imported input

demand of parastatal enterprises, nor do they encompass such
 
demand by future exporters of products/commodities not represented
 
in our survey: groundnuts and maize being the most significant.
 
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
in Malawi, we have consolidated our 
PERF
 

information into a set of 12
export products/commodities, 
or 
groups of products/commodities.
We have also excluded any presentation of total(rather

incremental) export targets 

than
 
or input requirements for 
a
product/commodity or 
groups of products/commodities. 
This
approach has been adopted in order to preserve confidentiality of
survey respondents' data, given the fact that in the context
malawi's quite limited export community, a more detailed breakdown
of 
information would permit relatively easy identification of
performance targets 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 availability. Ile emphasized that this projection
should assume no 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 export turnover
for the same 
period, but 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 the
net increases in export 
revenue targets among sample firms
that the introduction of !IERF or 
PERF resources would
generate, assuming no change in existing levels of foreign

exchange available to exporters.
 

* Second, we sought to extrapolate from the "Best Case" net

increases in export revenues 
projected for sample firms 
to
"Best Case" net increases in export revenues for all
enterprises exporting the same products/commodities.

several classes of products/commodities 

For
 
our knowledge of the
industries concerned leads us 
to believe that our 
sample
firms include virtually all existing or 
potential exporters
for that item. 
 Hence, sample responses represent total
 

Mlalawi responses.
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EXHIBIT III - 11 

PROJEz20D NET INCREASE IN MALAWI EXPORT TURNOVER FOR 
12 PRODUCTS/C(?MODITIES WITH FREELY AVAILABLE FOREIGN EXCHANGE
 

TO 'URCHASE IMPORTED INPUTS, 1989 AND 1993
 
(us$ '000)
 

PRODUCT/COMMODITY 


Sugar 

Tobacco 

Tea (Special product) 


Coffee 

Pulses 

Wood products 


Textiles 

Metal products 

Other agro-processed
 

products b/ 

Garments 

Other manufactured products C/ 

Pharmaceuticals 


Total 


1989 1993
 

.
 

. _
 
832 3 330
 

2 470 6 765
 
a/ a/
 

_
 
952 952
 

3 089 8 407
 
3 528 8 238
 
1 556 3 432
 

_ 
 _
 

12 427 31 124
 

a/ Included with 'Other agro-processed products'
 

b/ Includes tinned products (jams, fruits, etc.) and wood products.
 

c/ Includes sporting goods and netting products.
 

Source: DH&S based on Malawi PERF survey data.
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EXHIBIT III - 12
 

PROJECTED VALUE OF IMPORT CONTENT OF INCREASED
 
MALAWI EXPORT TURNOVER, 12 PRODUCTS/COMMODITIES, 1989 AND 1993
 

PRODUCT/CO1MMODITY 


Sugar 

Tobacco 

Tea (Special product) 

Coffee 

Pulses 

Wood products 

Textiles 

Netal Products 

Other agro-processed
 

products b/ 

Garments 

Other manufactured
 

products c/ 

Pharmaceuticals 


Total 


(US$000)
 

IMPORT VALUE
 

1989 1993 IMPORT
 

CONTENT (%) 

- 15 
- - 3 

100 400 12
 
- - 5
 

124 338 5
 
a/ a/ 8-25
 
- - 5
 

238 238 25
 

821 2 161 25-80
 
2 646 6 179 75
 

1 165 2 554 40-75
 

5 094 11 870
 

a/ Included with 0Other agzo-processed products'.
 

b/ Includes tinned products (jams, fruits, etc.) and wood produc.--U.
 

c/ Includes sporting goods and netting products.
 

Source: DH&S based on lalawi PERF survey data.
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EXHIBIT III- I
 

MALE:W' -fCLE TIMES BY MAJOR EXPCA.. PRODUCT/COMMODITY
 

(Months)
 

P C.)UCT CYCLE
 

ucar 6
 
6
To.bacco 

6
Te ; 

Coffee 6
 
Pulses 6
 
Wood products 6
 
Textiles 
 6
 

Metal products 6
 

Other agro-processed products 8
 

Garments 6
 
Other manufactured products 6 - 12
 
Pharmaceuticals 6
 

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

PROJECTED NET VALUE OF MALAWIOS 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 product) 50 200 
Coffee 
Pulses 
Wood products b/ 

62 
b/ 

169 

Textiles 
Metal products 119 119 
Other agro-processed

products c/ 
Garments 

411 
1 323 

1 081 
3 090 

Other Manufactured 
products d/ 1 165 2 554 

Pharmaceuticals 

Total 3 130 7 213 

a/ Assumes existing amounts of foreign exchange to purchase imported
 

inputs for export production continue to be available to exporters.
 

b/ Included with *Other agro-processed products'
 

c/ Includes tinned products (jams, fruits, etc.) and wood products.
 

d/ Includes sporting goods and netting products
 

Source: 
 DH&S based on Malawi PERF survey data.
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is the case for example, w.-. rJgar, wood products,
 
cngineering, pharmaceutica- and several other
 

as.orred agricultural or manufactured products (sporting
 
goo. :, netting, confectionery, footwear, macadamia nuts,

ruhb-r). For other products -- coffee, tea and tobacco
 
proceszing -- we feel the responses of our survey firms
 
enctapiss the situation of all firms involved with that
 
proJU:t or 
commodity without further adjustment. Finally

for two 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 azithmetically extrapolated from sample firms' projected

'Best Case" net increases in export 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 the
 
calculations. The details of extrapolations performed 
are
 
provided in Section E below.
 

Third, we summarised the total 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 turnover. These products
 
are sugar, tobacco processing, coffee, textiles and
 
pharmaceuticals.
 

Fourth, using the import 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 turnover. The outcome of these computations is
 
presented in Exhibit III 
- 12. These figures represent

DH&S' estimate of the total incremental demand for foreign

exchange for imported inputs arising from 'Best Case"
 
circumstances for each of the 12 export products/commodities
 
for the years 1989 and 1993.
 

Fifth, to reflect the 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 
:a-
they experience for imported inputs. These cycle times ar
represented in Exhibit ii- 13. 
 For each export commodity
 
or 
product we divided the import content-generated foreign

exchange demand of Exhibit III 
- 12 by the cycle times of
 
Exhibit III - 13. 
 The results are presented in Exhibit III
 
- 14: US3.1 million in 1989 increasing to US$7.2 million
 
by 1993. Again, we emphasise that these figures represent,

for the 12 specified export commodities/producus, our
 
estimate of Malawi's incremental demand for foreign exchange
 
resources from a new export revolving fund for imported

inputs, assuming no decrease in present foreign exchange
 
amounts already available for this purpose from other
 
sources.
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Our estimates of US$5.2 million (1989) and US$10.6 million (1993)
 
in total (not incremental) demand for foreign exchange for
 
imported inputs among exporters of products/commodities
 
represented in our survey are based on the same data set 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 their imported input needs were 
freely

available. 
We excluded however, the export projections for
 
tobacco processors and sugar and tea-related enterprises, on
 
the grounds that if malawi's import liberalization leads to
 
new foreign exchange constraints, meeting the needs of these
 
major strategic agricultural crops is likely to be handled
 
outside of HIERF.
 

Second, we converted these "Best Case* export 
revenue
 
figures to their required imported input content values for
 
1989 and 1993. To do so we applied the estimated imported

input content proportions cited by exporters for each of the
 
products/commodities in our survey.
 

Third, we extrapolated from the "Best Case' 
imported input
 
requirement for sample respondents to the equivalent
 
requirements for all malawi exporters handling the same
 
products. This included Jn particular increasing the
 
sample-estimated requirements for 
coffee, garments and
 
pulses by factors representing the approximate alawi export
 
market shares of the exporters involved. On this basis, we
 
estimated that the total foreign exchange value of the
 
imported inputs for the export commodities/products
 
concerned would be US$10.5 million in 1989 and US$21.3
 
million in 1993.
 

Finally, we reduced these values by an 
average cycle 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 
1209 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), exporters' maximum total projected demand for
 
foreign exchange for imported inputs in 1989 and 1993, from
 
all available foreign exchange sources.
 



PossibL.. :,vcr-estimation of Demand
 

Both tht ..
mcremental and total foreign exchange demand estimates
 
presente a!.ove may be somewhat overstated. We introduce this
 
caution ci 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 the
 
Governmentis declared intention to promote indigenous small scale
 
manufacturing enterprise, it 
.s possible that non-Malawians may
 
not be grazced access to foreign exchange for inputs in the
 
amounts en*;isaged in our results, and consequently actual demand
 
for PERP-like resources may fall short of projected demand.
 

Secondly, we suspect that the export 
turnover projected by many
 
survey respondents under *Best case' circumstances are very
 
optimisti'. In particular, in certain cases existing and
 
potential exporters have assumed that orders will materialize in
 
PTA Member States in considerably larger quantities than at
 
present, partly as 
a result of easing of import restrictions in
 
favour of other PTA countries, and partly as a result of increases
 
in overall availability of foreign exchange in the region. There
 
may not be any realistic basis for this assumption.
 

2. 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% (tobacco processors' spares and packaging) to a high of
 
80% (metal containers and other consumables in the canning
 
industry). Cycle times are estimated at about 6 months for nearly
 
every export commodity or product. These are detailed in Exhibits
 
III - 12 and III - 13.
 

3. Important Qualitative Findings for Malawi
 

Current sources of foreign exchange
 

From our survey we have noted the following sources of foreign
 
exchange allocations for imports by exporters:

o 	 monthly allocations denominated by Malawi Kwacha from the
 
Reserve Bank of Malawi, for non-liberalised goods;
 

o 	 Monthly allocations denominated in Malawi Kwacha for
 
liberalised raw materials and spare parts, approved by the
 
commercial banks;
 

0 
 Monthly allocations denominated in Halawi Kwacha from the
 
Reserve Bank of t*1clawi for raw material inputs for
 
exporters, and
 

o 	 Letters of credit approved by the Reserve Bank of Malawi for
 
bulk purchases.
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Constraints to exporting
 

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

For those manufacturers actively seeking export markets the
 

following constraints to exporting were cited:

* High transport costs for import and exports;
 

* Export incentives offered in competing countries;
 

* Lack of foreign exchange for imports amongst clients 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 export values be
maintained or 
enhanced and have indicated that PERF or 
fERF should

be extended to include capital items.
 

E. 
 REVIEW OF FACTORS AFFECTING DEMAND FOR PERF BY PRODUCT GROUP
 

1. Sugar Industry
 

In 1986 sugar industry exports totalled some MK 39.9 million or
of Malawi's total export revenues 
9%
 

(Exhibit III 
- 2).
 

The industry key inputs 
are chemicals and fertilizers which are
acquired through annual tenders. 
 In 1987 this resulted in 75% of
inputs being imported directly and 25% being purchased locally.
To date, apart from some delays in receiving Reserve Bank
approvals to import, particularly with regard to spare parts, the
activities of the sugar industry cannot be considered to have been
hampered by a shortage of foreign exchange for 
imported inputs.
The key inputs of chemicals and fertilizer are included on
liberalized 
raw materials list which should ensure 
the
 

the industry's
access to 
imported raw materials remains relatively unfettered.
 

In 
response to our questionnaire the industry indicated that 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 industry will
continue to have priority access 
to foreign exchange for its key

inputs.
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2. Tobacco .v-str
 

All tobacCo grown in Ma).awi is sold through the auction floors in
 
either Blanitre or Lilongwe. The vast bulk of Malawi's tobacco is
 
exported in a processed form but is still regarded as
 
unmanufaLtured. The processing entails drying, stripping and
 
packing of the green leaf.
 

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

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

The imported inputs for these factories consist of spare parts for
 
machinery and packaging materials. We estimate the total industry

annual demand for spare parts and packaging materials to be in the
 
region of MKI.0 million. As stated earlier only one company which
 
directly generates export proceeds and could therefore qualify to
 
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 vital during the season if customer orders are to
 
be met. As a result of these delays companies are resocting to
 
requesting spares on a no-charge basis from affiliated overseas
 
companies. This must be regarded as a stop-gap measure which
 
cannot continue in the long tern.
 

As in the case of sugar it is apparent that although more rapid
 
access to foreign exchange would make for smoother operations this
 
would not actually enhance export volunes or values. As spare
 
parts are included on the liberalised list the situation may be
 
alleviated in the forthcoming season.
 

In conclusion the tobacco industry would appear to be adequately

catered for under the liberalised importation procedures and
 
access to PERF would not lead to enhanced export proceeds.
 

3. Tea
 

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

Apart from spare parts our 
respondents have been able to obtain
the major inputs without major difficulty. Approval delays for
spare parts have hampered production and one company surveyed
estimated lost production to be significant as 
a result.
difficulty in procuring spare parts was confirmed by our 
The
 

other
surveyed tea factory.
 

The second tea factory surveyed is the only factory in Mlalawi
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 their existing foreign exchange approvals, we 
have
concluded they would take advantage of access to 
an export
revolving fund to meet demand.
 

4. Coffee
 

11alawi is 
a Participating member of the International Coffee
Agreement and as 
such is subject to annual sales quotas.
 
Export sales for the year to 30th September 1987 totalled 91,500
bags. 
 The quota system was suspended in this year due to 
a world
shortgage of coffee.
 

flowever 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
extent to which sales in 1987/88 will have to be made off-quota is
of major 
concern to rialawi's 
growers.
 

Ilalawi's coffee is mainly sold privately either in Malawi 
or in
the United Kingdom, with a small percentage being sold through the
Limbe Auctions.
 

The key imported inputs of fertilizer and chemicals are
locally. purchased
No problems have been encountered to date in procuring
these inputs although complaints about the escalating prices may
eventually lead the Coffee Association to import direct on
of its members. behalf
The major item which is imported direct hy -_
which accounted for about 5% of total tialawi coffee export in
1988 --
producers is machinery spare parts. 
 Our survey company
indicated that delays in approvals to import spare parts have
hampered production and they have reduced production by an
estimated 5 
- 10%. 
 Under the liberalised importation procedures
these problems should be alleviatced.
 

We have concluded therefore that the establishment of 
a rcPr would
not significantly enhance the value of Malawi's export coffee crop
and consequently have not recorded the coffee industry as
potential user 
of the mechanism.
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5. Puls-.L
 

This e>* :t category essentially comprises peas, beans and
 
sunflowev seeds. The products are grown by smallholders, and up

until i1.C7 urpluses could only be purchased by ADMARC. In 1987
 
the lice:. ng of purchases was been extended to include tnalawian
 
citizenj.
 

The bulk of the export crop is dispatched in a raw form due to the
 
limited foreign exchange allocations granted to the five main
 
factories in Malawi, their inability to finance the crop through a
 
production cycle and the lack of necessary capital equipment, for
 
example a bean colour sorter.
 

The indigenous exporters have recently formed an export

association which is aimed at providing a forum for small scale
 
exporters to discuss their problems including those set out above,

and to enable them to make representation to Government for
 
assistance.
 

We selected 
one of the five factories to survey and established
 
with them their imported raw material inputs for their present
 
level of production. They have indicated that production of
 
processed pulses would be substantially enhanced given more
 
liberal access to foreign exchange.
 

Ne have taken the additional foreign exchange import requirements

of the factory selected and multiplied this requiremenc by a
 
factor of five to estimate national foreign exchange demand for
 
this industry. This has formed the basis for the figures in
 
section D above. We have confirmed that the factory selected
 
handles approximately 20% of the Malawi processed crop.
 

It is apparent that Malawi could greatly enhance the export

proceeds generated from pulses if finance was made available ro
 
assist in capital projects and provide ior working capital
 
finance. This would enable , higher proportion of the crop ,c 'e
 
exported in a processed or semi-processed form which greatly

enhances export revenues. Our estimates do not however 
assume
 
firms would draw on PERF for foreign exchange to finance capital
 
expenditure.
 

6. Wood Products
 

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

To date neither mill has exported to any significant extent, the
 
major constraint being the availability of pine logs.
 

However, in common with ocher Malawian industries, high transport
 
costs, particularly to the European markets are adversely

affecting the competitiveness of Malawi's wood products.
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Neither of the companies we spoke to indicated that foreign
exchange difficulties were constraining exports.
indicated that it One company
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 Northern
Region of Malawi to exploit the extensive eucalyptus 
reserves in
that area. 
 As the company has not commenced production it is
difficult to project its progress and export potential with any
accuracy. 
However it plans to export significant amounts of its
production and assuming foreign exchange is not diverted from
present allocations its 
foreign exchange requirements would need
to be met 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 
the next six
 
years.
 

In order to protect confidentiality of this firm's data we have
included its demand for PERF with demand arising from "Other
Agro-processed Products'.
 

7. Textiles
 

Exports of textiles in 1986 amounted to KM11.9 million. 
 The bulk
of this is cloth in its basic form.
 

1'e 
surveyed the major textile company in Malawi (representing
virtually all of total exports) who indicated that the foreign
exchange constraints of 1986 and 1987 had restrained the ability
to produce for the local market. 
 They indicated further that
given freer access to foreign exchange they anticipate exports
would decline, as they would produce more for the more profitable
(higher priced) local market. 
 To do so would help absorb the
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 there would be no demand for PERF
 
from the textile industry in Malawi.
 

8. 
 Metal Products
 

In the main, light engineering firms are involved in supporiui
local industry, particularly construction, tobacco and 
tea. Oziiy
two firms, one producing agricultural implements and the other
domestic utensils are involved in exporting. 
One firm
specializing in manufacturing machinery, particularly for the 
.aa
industry and maize mills, has made single sales in the recent past
but has no established export patterns.
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We surveyed two companies and spoke in general terms to the third
 
about export potential.
 

The firm producing agricultural implements was one of the most

aggressively export-oriented entities we encountered. 
 The firm
 
has established a foreign exchange facility with the Reserve Bank

specifically to enable them to import raw materials for export

products.
 

With this allocation and the importation of spares through the

liberalised system this firm is not having exports constrained by

lack of foreign exchange for inputs. Instead the general manager

listed other reasons why export sales are limited:

* Export incentives available to Zimbabwean and Kenyan
 
exporters through their governments give them a competitive
 
edge.
 

High transport costs for moving key rF ;materials into and
 
out of Malawi.
 

Lack of foreign exchange in PTA countries to import (most of
 
his PTA sales are through aid donor agencies).
 

Finally he emphasised that whatever form the revolving fund takes
it should be extended to cover capital goods, should be as simple

as possible and should entail minimum turnaround times for
 
approvals.
 

The more specialised engineering firm found it difficult to
 
estimate the export market potential. However they believe their

products are of the right quality to win orders in the PTA region

with active marketing.
 

Given the assumptions of foreign exchange allocation in order to
actively market their product, and the availability of foreign

exchange in the PTA region to import they believe their export

sales could be enhanced by approximately US$400,000 per 
annum.
 
This increase in turnover could not be met from their current

foreign exchange allocation and they would require 
access to a
 
revolving fund. 
 '.e have included this firm as a potential user of
 
a PERF.
 

The third firm contacted indicated that they are presently

exporting domestic utensils to Zimbabwe under the PTA scheme.
 
They indicated that they have reached capacity and without

embarking on a major capital expenditure programme they are unable
 
to increase exports, 
we have noted the firm's request that the
 
export revolving fund encompass capital equipment but have not
 
included the firm as a potential PERF user.
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We have discussed the potential for other Malawian engineering
firms to vxport, but conclude that apart from the three firms
covered above none has a potentially marketable product.
 

9. 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 estate in Malawi which is situated in 
..,e
north of the country. It is estimated that some MK2 million of
natural rubber will be exported to Zimbabwe and Zambia in 1988.
At present the estate's demand for
satisfied. imported consumables is bei:.,
However the company is concerned about receiving R8I1
approval to import capital goods for the project and recommends
PERF or HERF encompasses capital goods. 
 Except for capital goods
the rubber industry does not require 
access to PERF.
 

Macadamia nuts
 

At present all macadamia nuts grown in Malawi 
are processed
through one 
factory which also markets the whole of the crop.
Proceeds are pooled and distributed according to weight delivered
and quality. 
 From the survey returns our conclusion is identical
to that of rubber.
 

Tinned produce
 

We surveyed the company involved in this business.
1988 Exports in
are estimated at less than US$100,000. 
The company has
indicated that export sales are difficult to generate due to high
transport costs affecting the competitiveness of the product and
secondly to lack of import approvals for tins.
allocation for By increasing its
inputs the company believes it could increase
exports to just over 
US$200,000 within three years, and we have
used this as the basis for our demand for PERF.
 

10. Garments
 

There are six garment factories in Malawi which generate about 90%
of domestic and export production. 
Only one of these has
significant exports amounting to approximately MK1 million in 1987.
 
Due 
to foreign exchange constraints this factory is manufacturing
for the U.S. market on 
a C.H.T. basis (cut, make, trim).
this arrangement all Under
raw materials are airfreighted into Nalawi,
handled under a special duty-free status arranged for the firm,
and, after manufacture, the products are again airfreighted out. of
1lalawi. 
 This manufacturer has indicated that there is 
enormous
potential for M4alawi export garments into the US market, which he
estimates at up to MK30 million.
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,lowever, under the C.::.T. uasis manufactuLtr_ have r.',
fleyibir..
 
on sourcing inputs, and consequently margins on this type of
 
process are slim. Manufacturers also suffer from the
 
considerable disadvantage of two-way airfreight which also erodes
 
margins.
 

We have assumed that our sulrveyed factory has capacity for about
 
15% of the Malawi market and consequently his foreign exchange
 
requirements can be multiplied by a factor of six to give an
 
estimate of national demand.
 

With the present productive capacity in the country our estimate
 
of demand will represent a top limit. It is clear that production
 
for the local market is being constrained due to lack of raw
 
material inputs and hence the move of spare capacity to C.M.T.
 
export production. If under the liberalised importation system
 
raw materials are more freely available it is possible there will
 
be a switch of production back to local markets in view of the
 
better margins.
 

1. Other Manufactured Goods
 

Under this heading we have by questionnaire or by telephone
 
interview surveyed firms involved in footwear, confectionery,
 
glycerine, fishing flies and sporting goods and netting.
 

Footwear
 

From our discussion with the major footwear manufacturer in Malawi
 
there appears to be potential in Zimbabwe for maximum exports of
 
approximately MKl million per annum. Sales of this level would
 
not present capacity problems for this manufacturer.
 

The major constraint on capitalising on this market appears to be
 
the lack of import approvals in Zimbabwe. If these orders were to
 
materialise a larger import allocation would be necessary in order
 
to fulfil the orders.
 

Confectionery
 

As confectionery is regarded as a luxury item, no duty concessions
 
are available into PTA markets. For non-PTA markets high
 
transport costs make the products uncompetitive.
 

The major confectionery manufacturer in Malawi estimates 'Best
 
Case* exports of MKI million into Zimbabwe and South Africa.
 
Access to the Zimbabwe market is dependent on the granting of
 
import licences which appears to be a major hurdle.
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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 letter of
credit arrangement. The glyce!'inz 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

indicates that although restricted foreign exchange allocations
 
have meant shifting product mixes for 
the local market, the

importation of tallow has not been affected. 
We can conclude that
there is no 
scope for boosting exports of glycerine through access
 
to a PERF.
 

Fishing Flies and Sporting Goods
 

In the context of rialawi's total exports, exports of fishing flies
and other sporting goods constitute a very small percentage. Evern

with 
a larger foreign exchange allocation total export sales 
are

only projected 
to increase to around Us$300,000 in 1993.
 

Malawi is able to compete in 
this market because of its extremely

low labour costs, which counter the very high cost of airfreight

for imports and subsequent exports. The present cycle time in

this business is at least 
one year and if this industry is to

participate in rIERF or 
PERF their standard terms of business will
 
have to be revised.
 

le have included the unsatisfied demand for imported inputs in 
-he

fishing flies and sporting goods industry in estimating the demand
 
for PERF.
 

Netting
 

We surveyed the major manufacture of these products, who is
 
presently a significant exporter. 
 The firm stated that their
 
present limited import allocation is considerably curtailing their

ability to export. Given freer 
access to foreign exchange, the
 
firm believe exports 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 identical to
 
the industry demand.
 

12. Pharmaceuticals
 

Of the three major pharmaceutical companies in Malawi only one is

involved in exporting. 
 These exports feature shipment of
 
pre-mixed powder or 
tablets to an affiliated company in.Zambia.
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The general manager of the exporting firm indicated that approvals
 
from Zambia have been erratic and realistically he does not
 
foresee any expansion in this trade.
 

Both other firms indicated that they are actively pursuing export
 
markets, inside and outside the PTA region but with no concrete
 
results to date. We have concluded that the pharmaceutical
 
industry is unlikely no increase export revenues in the
 
foreseeable future, and hence, would probably have little
 
requirement for PERF resources.
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CHAPTER IV 

MOZAMBIQUE COUNTRY SURVEY
 

A. EXPORT SECTOR OVERVIEW
 

1. Macroeconomic Context
 

Mozambique's economy is struggling to turn around several years of
 
sharp decline. 
 During the first half of the 1980's the national
 
economic conditions deteriorated rapidly, including a precipitous
 
drop in production in all sectors, contraction in both exports and
 
imports, and sharp increases in Government deficits. Despite
 
extensive price controls, strong inflationary pressures emerged,
 
and economic shortages and a parallel market developed. The cause
 
of this deterioration was a combination of depressed world economic
 
cornditions, continuous security disruptions and inappropriate
 
domestic policies. But the result was that by 1986 Mozambique
 
suffered from severe imbalances both internally (fiscal deficit
 
9.5% of GDP) and externally (current account deficit : 19.9% of
 
GDP). Exhibit IV - 1 provides indicators of this situation.
 

Recognizing the gravity of its economic circumstances, in the mid
 
1980's Government undertook a range of measures to reverse the
 
trends. These included, initially, debt rescheduling, increases in
 
controlled prices and introduction of an export earnings retention
 
scheme. Subsequently, with W7orld Bank assistance Government
 
introduced a comprehensive Economic Recovery Program (ERP). This
 
plan, which went into effect in January 1987, featured two
 
substantial IMetical devaluations in 1987 and a continuing policy of
 
flexible exchange rate management; further increases in controlled
 
prices and wages, and decontrol of some items; a fiscal policy
 
aimed at increasing public revenues and at containin -ulic
 
expenditures generally and imposing fiscal discipline on
 
parasnatals in particular. It also called for 
a ronvr. ry policy ro
 
restrain the growth of 
the money supply and enhance the efficiency
 
of credit utilization.
 

There are indications that the £RP has had positive effect already
 
-- modest rises in agricultural production and ligh. industry
 
output have been recorded -- but the overall situation -.. remain
ill 

critical for some time. Government is reportedly derermined to
 
press on with the structural reforms ot 
the EnP. Some of these
 
reforms will now begin to address directly the problems of the
 
export sector. In addition to measures aimed at general fiscal and
 
monetary reform that will help the export enterprise, several
 
planned ERP initiatives are designed specifically -o i-prov9 he
 
operating environment for exporters, among them increasing the
 
efficiency of the foreign exchange allocation system and
 
strengthening the export earnings retention scheme, 
 In Lum, while
 
Mozambiqu?'s exporting sector is still in considerable disarray as
 
a result of years of economic mismanagement, and subject ro
 
corinuing severe pressures and disruptions arising from the poor
 
in,:ernal security situation, there are reasons to believe that
 
future export growth and diversification may be posrible.
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EaBI T riV-I 

SE2L 0SMOMIC Mr;C nicNDIrK] KFm mommmS 

(Pero ) 

1900 1981 1982 1983 1984 1985 1986 1987 (a) 

Ce (raf-. of dange) 4.7 0.9 -3.3 -12.9 -2.2 -10.4 -2.0 1.2 

M rer capiva n/a -1.7 -5.7 -15.1 -4.7 -12.6 -4.5 -1.3 

Covern t, cleficit/Cm -9.4 -11.9 -10.5 -16.1 -15.1 -7.9 -9.5 -20.3 

Current. accourit/Cml -17.5 -20.1 -23.5 -22.2 -18.5 -,12,9 -14.9 -34.2 

Debit qervice/cP 6.0 15.0 15.9 16.9 16.3 11.6 11.7 24.4 

Debit. servicc/expor,,s 32.1 75.1 97.3 129.4 195.9 215.5 247.5 237.7 

rxror-s (rate of dnge) n/a -1.9 -14.6 -34.1 -29.5 -0.0 3.6 14.2 
16.5 17.1 13.7 9.8 6.1 4.2 3.5 8.2 

Lilrf-s (rate of d -cje) n/a 1.- 4.0 -22.2 -16.0 -17.5 23.1 20.2 

Ilir:,.S/GDp 35.0 37.2 36.4 30.5 22.7 14.1 14.2 34.7 

Cross foreign reserves 
(mn-hs of i'rrors,CIF) n/a 3.1 1.0 0.9 1.7 1.2 1.5 1.6 

(a) UT Frojection 

.'irce : ;bld Dank Data 
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EKHIBrr IV- 2 

MDZAMBIQUE'S PRINCIPAL DaETC ECR S AND EKPORr EARVC 1980 - 1986 

(US$ Mil1cn)
 

1980 19(1 1982 1983 1984 1985 1986
 

rrcarns 31.1 52.4 
 38.5 31.2 28.3 33.4 38.3
 
Cashews
 
- kernels 
 64.8 53.5 43.6 16.1 15.3 11.6 16.8 
- CS) 1.8 1.9 0.8 0.4 0.1 0.3 0.3 
Cotton 8.2 24.9 17.3 17.0 8.0 5.3 0.6
 
Ila 28.9 , 14.2 25.7 14.7 10.8 2.4 1.3
 
"uciar 24.G 25.1 0.8 8.6 5.0 
 6.8 8.1
 
Ccra 9.2 4.9 2.9 
 2.2 1.9 5.1 2.1
 
sisal 4.0 2.9 2.6 0.9 0.8 0.1 (a)

Citrus 2.6 4.9 2.6 
 2.0 3.2 3.1 2.2
 

Sal*oral 175.9 184.6 142.8 9.31 74.2 68.1 69.6 

rf-,er 104.9 96.2 86.4 37.9 21.5 8.5 10.0 
- Pe$-.roletur 63.4 52.3 37.6 21.8 3.95.4 4.0 
- coal 3.7 9.7 4.2 0.5 0.5 0.3 0.3 
- Taniraline 5.0 3.9 0.9 1.7 1.4 - 0.3 
- tIblarses 3.5 4.3 1.7 0.4 0.5 0.5 (a) 
- CoCOnur. oil 2.7 2.7 1.2 - - 0.4 0.2 
- Ti r/w'oo 'rliuC'S 5.6 7.4 3.3 0.6 1.2 0.9 1.0 
- C ro'n 4.0 3.1 3.2 - 0.8 - (a) 
- Clinker 0.6 0.7 0.9 - 0.2 - 
- Tires aml 1ulye - 1.7 6.9 - - - 
- fliscellan-ouc 16.4 10.4 26.5 12.9 11.5 4.22.5 


.oral 280.9 280.0 229.2 131.0 95.7 76.6 76.6
 

(a) Less than US $ 100 000. 

Souirce : Iarional Direct.orate of St'ristics and world Bank Dat--. 
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EXRIBIT IV - 3
 

COMPOSITION OF MOZAMBIQUE'S IMPORTS 1991, 1983 AND 1985
 

(U Million)
 

1981 1983 1985 

Total Imports (CIF) 801.1 636.4 423.7 

Consumer goods 178.3 177.5 166.0 

Intermediate goods 367.1 231.7 162.3 
(of which oil) (167.1) (96.7) (69.1) 

Spare par*s 104.4 105.4 46.8 

rquLpmon* 151.3 121.0 48.7 

f!ourcc : "orlr Bank Data.
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2. Export Production
 

Agricultural commodities account for the bulk of Mozambique's
 
export earnings. A set of five commodities -- prawns, cashew
 
(kernels and cashew nut shell oil "CNSO), cotton , tea and sugar
 
are the most important export items among agricultural products
 
(Exhibit IV 
--2). At present these five together represent over
 
80% of total export 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. It is notable
 
that since 1980 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 M1ozambique's largest
 
export earner, have dwindled considerably, though a modest reversal
 
is evident in 1986. Most other agricultural commodities -- sugar,
 
tea, cotton -- are presently a fraction of 1980 export values.
 

flon-agricultural exports have also suffered sharp drops in earnings
 
(Exhibit IV - 2). Petroleum 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 export values are from stocks or 
re-exports). Coal and
 
tantalite, timber and wood products, cement, clinker and other
 
ifems 
were marginal export earners by 1986. An assortment of
 
manufactured products and other 
items make up the category of
 
@miscellaneous' exports 
: watches, cupper concentrate, sisal twine,
 
crabs and lobster, sea cucumbers, marble and others.
 

The pattern of export decline derives from several factors. For
 
agricultural and non-aqricultural commodities, the damage to plant
 
and equipment and transportation infrastructure inflicted by
 
Mozambique's ongoing internal conflict have been a major constraint
 
for exporters. Tea, sugar, 
cotton and timber suffered in
 
particular 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 markets (EEC for sugar).

However, war 
damage and other reasons aside, throughout the 1980's
 
the lack of foreign er:change 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
 
IV - 3).
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3. public/Private Sector Roles in Exporting
 

Government-owned companies are found fi vrtually all actual or 
potential export sub-sector activities. Parastaral enterprises 
dominate several of Mozambique's key export commodities and 
products. These include the five major export items : prawns,
 
casbew, cotton, tea and sugar. Parastatal enterprises also
 
presently accdunt for the bulk of production in other potentially
 
important export items, for example : citrus (most 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, government corporations or marketing agencies have
 
controlled much of Mozambique's exporting and importing
 
operations. 
Nor.able examples in this regard are ENACO1O, the
 
agricultural marketing organization, and EQUIPESCA, which handles
 
imports of fishing equipment. Finally, throughout 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.
 

tevertheless, with the introduction of ERP, a modest shift in the
 
balance of public and private sector roles relative to exporting is
 
perceptible, in favor of greater opportunity for the latter. For
 
example, as part of its effort to introduce reform into the trading
 
system, Government has reportedly agreed to reduce the number of
 
items which must be traded through a public monopoly corporation
 
from 11 imports and 3 exports to 5 imports and 1 export (sugar).
 
Similarly, in 1986, Covernment entered into a joint venture
 
agreement with LONRIO, with the two parties as 
equal shareholders
 
in a company to revitalize the cotton sector, and develop other
 
pot-ential export items (tomato paste, citrus). 
 Finally, Government
 
is also making an effort to persuade the former owners if various
 
nempresa intervencionada" to return, either in 
an ow::ership and/br

management capacity to rehabilitate and reactivv:-- their firms.
 

4. Sources of Foreign Exchange for Exporters
 

At present Mozambique's exporting firms appear to have two channels
 
to obtain foreign exchange to purchase imported inputs and capital
 
equipment. These are Government's formal foreign exchange
 
allocation system run 
by the Bank of r1ozambique, but substantially
 
fueled by donor-provided foreign exchange through import support
 
programs; and the export earnings retention scheme operated by the
 
Ministry of Trade and the Bank of Mozambique. These systems are
 
discussed in detail below.
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B. 	 EXPORT TRANSACTIONS I MOZAMBIQUE POLICIES AND PROCEDURNS
 

1. 	 Allocation of Foreign Exchange : The Macro System
 

Because lozambique suffers from chronic foreign exchange shortages,
 
Government attempts to ration its meager resources through a 
comprehensive allocation system. The process centers on an import
plan, prepared eabh year by Government as part of its budgetary 
process. This plan details the allocation of all available foreign
 
exchange among economic sectors, industries, ministries,

parastatals and essential commodities. The plan incorporates all
 
foreign exchange supplies, including those made available by the
 
international aid agencies, as well as 
foreign exchange generated
 
by !ozambican exports.
 

After the plan has been established, Ministerial level meetings are
 
hel(I every three months to amend plan provisions to reflect more
 
recent foreign exchange conditions and availability. Allocations
 
of foreign exchange are also dealt with at monthly meetings between
 
the flin!si-ries of Trade and Finance and the Bank of Mozambique.
 
These changes impact the allocation of foreign exchange to private
 
secror enterprises. As a result, importers continually monitor the
 
level of foreign exchange allocated to them and tend to use their
 
allocations as soon as possible for fear that pressing national
 
needs will arise and reduce or delay the amounts promised to them.
 

Once adopted, the import- plan is passed onto the Ministry of Trade
 
and further detailed planning is performed to allocate available
 
foreign exchange, in accordance with plan directives, among the
 
individual registered irporters. I/ The latter aie then to obtain
 
access to the foreign exchange allocated to them by applying for
 
import permits, as described in de'ail below. The issue of import
 
permits by the *linistry of Trade is theoretically guaranteed,

providing the foreign exchange amount and intended use 
proposed by

the aprlicant enterprise are consistent with the import plan.
 

In reality, despite the allocation plans, due t-o the critical
 
narional shortage of foreign exchange many private sector
 
enrerprises are only able to obtain foreign exchanoe through the
 
export retention scheme described below. Since most major
 
exporting indusyries u:ere nationalised afier Independence, the
 
export incentive scheme allocates relatively small quantities of
 
total foreign exchange for private sector use.
 

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

Government has indicated its intention to increase the number of
 
registered private importers from 50 to approximately 150 firms.
 
This would be achieved through reduced government participation in
 
commercial enterprises and policies to stimulate the private sector
 
growt-h.
 

IV 
- 7 



------------------------------------------------------------------

For tOhe current! fiscal year the OParis Club' of donors generated
 
aid commitments to Mozambique of approximately us$1 billion. In
 
anticipation of delays between commitment 
of these funds and their
 
becoming availabler Government's import plan for FY 1988 assumed
 
tot-al available foreign exchange of approximately USf 750 million.
 
Included in this amount is US107m that Government anticipates will
 
be generated by mloambique's exports. After national debt
 
servicing and other commitments, approximately US $27 million of
 
locally-generated foreign exchange is left to be allocated by the
 
import- plan. The plan treats this amount primarily as a
 
contingency fund for unforeseen national emergency requirements.
 
In practice, much of this contingency is likely to be used up in
 
response to economic disruptions caused by RENANIO activities.
 

In recent- years the foreign exchange planning process has been
 
hampered by poor communication between the Mlozambique Government
 
and the donor agencies. In many cases donor foreign exchange has
 
been available but restricted to specific uses, while from
 
Mlozambique's perspective foreign exchange needs of greater national
 
economic importance have remained unfulfilled. This situation
 
appears to be improving with increasing levels of aid and enhanced
 
cooperation between both Government and the donor community and
 
among the donors themselves.
 

2. Export Licensing
 

refore an enterprise is permitted to export it must become a
 
registered exporter. 2/ There is no application form and the
 
accepred practice Is 7o submit the following information, in
 
writ-ing, to the 11inistry of Trade:
 

A written presenrarion of the proposed export activity, 
including products, markets, price struckures, financial
 
forecasts and mode of transport.
 

* .1rirten approval from the relevant government ministry. For 
example, if the proposed export involves cotton fibre rhen rhe 
approval of the Mlinistry of Agriculture mus, be obtained. In 
addition, if the product to be exported is manufactured or 
produced outside 1laputo, written approval of the appropria-c 
provincial government officials should be submirted. 

Certificate of incorporation, known as "Cerridao de
 
Conservatoria', or other appropriate document-, depending on
 
"the legal nature of the applicant entity.
 

2/ The current legal requirement for the registration of all importers

ant] exporters and the import/export permit procedures are based
 
closely upon the pre-Independence Portuguese laws. These laws were
 
adopted after Independence by the People's Republic of Mozambique
 
bur do not- appear to have been amended. However, this legislation
 
cannot presently be relied upon verbatim as 
many of the official
 
structures referred to in the texts either 
no longer exist nr have
 
been taken over by other flinlstries. As a result, the detaled
 
procedures in effect today differ significantly from thos*
 
originally envisaged by the legislation.
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ritten proof from the Ministry of Finance that the enterprise
 
is up to date in its income tax payments.
 

A "Fischa de EscricaoO submitted to the flinistry of Trade.
 
This is an index card, which on approval of the application
 
will be added to the tlinistry of Trade's file of registered
 
exporters. This card should be signed by the cwner or a
 
director of the enterprise.
 

Payment of 5000 flietical application fee must be enclosed.
 

Government's attitude towards exporters is extremely positive and
 
unless the proposed export activity will necessitate the import of
 
similar products to meet local demand, or will result in local
 
shortages of the product concerned, a firm's application for
 
reqisrration as an'exporter will probably meet with a positive
 
response. Firms proposing export activities involving sivnificant
 
value-added for tozambique though local processing or manufacturing
 
-- a major concern for Government -- will receive especially rapid
 
approval.
 

Once registered as an exporter, an enterprise must obtain
 
addirional approvals for each export transacl-ion it undertakes.
 
Such approval is requested from the Ministry of Trade, and takes
 
place during the negoriation process between the exporting
 
enterprise and the foreign buyer, but prior to contractual
 
commirmento To do so the exporter first completes for the Ministry
 
of Trade a 'Declaracao do Venda" or declaration of intention '-o
 
sell. This is a one-rage document which requires: a description of
 
the goods to be exported, the quantity involved; the unit price;
 
the rime and method of shipment: the buyer; the agent and the 
ccnlit-ions of payment. This document should be submitted in 
quidruplicate together with a telex, letter, draft contrac- or
 
orher documentary evidence of the information included in 'he 
application. About 48 hours are typically required to obtain rhe
 
approval of the niniptry of Trade, at which time the exporting
 
enterprise is free to enrer into a contract with the buyer. 

All paymer(ts for exports must be effected through the Bank of
 
N1ozarhique directly from the external purchaser. All documents 
pertaining to an export shipment shild be sent ro the purchaser 
via rhe Dank of hozambique. In the case of goodo o:plort-e. CIF or 
FOP, '-he accepted method of payment is a documenrary letter on
 
sighr, or an irrevocable letter of credit. In ccrtain instances,
 
primarily in the case of payments in advance, rhe nank of
 
Mozambique may authorise the exporter to receive a check or money
 
order. Hence, when '-he contract or agreement between exporter and 
foreign buyer is completed, the exporting enterprise should obrain 
a lerter of credit from the buyer to be sent by the latter directly 
to the Bank of Mozambique. Upon receipt of the letter of credit 
notification, the Bank informs the exporting enterprise. 

At this point the exporting enterprise then obtains from the Bank 
of rIozambique a copy of the letter of credit and submits it with a 
completed Export License application form to the Ministry of 
Trade. The application is a relatively simple one page document 
(in nine copies) which calls for the same information as the
 
declaration of intention to sell, but in more detail with respect
 
to rhe types of goods and terms of the sale. This same application
 
form is used whether the goods represent exports or re-exports.
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The nine copiei of the completed Export License application form
 

are distributed by the Ministry of Trade as follows :-

Page Distribution
 

E Bank of Mozambique
 

F1 Bank of Mozambique
 

A Customs
 
B Customs
 
C Chamber of Commerce
 
D ADENA (State customs clearing agents)
 
F2 linistry of Trade - active copy
 
F3 Ministry of Trade - archive copy
 
Receipt Exporters copy.
 

(11ith 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
 
stamped 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
 
transaction. In practice the process is likely to take longer than
 

21 days due to delays in clearing the goods through ADENA, the
 
government's monopoly customs clearing agents.
 

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

Once all the conditions of the letter of credit are met, the Bank
 
of 1lozambique pays the exporter the contract price in meticais,
 
regardless of the length of time taken to obtain the funds from the
 
buyer's bank. At this time any export retention due the'exporter
 
is calculated and recorded in the exporter's retention memorandum
 
account by the sank of (1ozambique.
 

A sales tax of 5% is levied against all sales, including export
 
sales. It is possible to apply for exemption from the tax in the
 
case of export sales. tiowever, discussions with several of the
 
larger private sector exporters indicated that their applications
 
for sales tax exemption had not been approved for various reasons.
 
Additionally the government's customs clearing agency, ADEtNA,
 
charges 2% to 4% of the value of export ihipments, depending upon
 
the nature of the export commodity. ADEhA is notoriously slow in
 

clearing goods through customs, which results in increased storage
 
costs payable to the port authorities. These factors are
 
significant 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 is possible to negotiate
 
insurance in foreign currency denominations provided the premiums
 
are paid in foreign exchange. where such insurance is necessary
 
and cannot be negotiated with EMOSEO exporters may arrange
 
insurance with an international firm.
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E£UBI IV - 4 

~GCTM LICMEDG ffacmwr 

1. 	 OB AIN RMISRATIaN AS A REISTERED EXP--? NO OBMkIN RBtISCRATIN
LI~eSED E FRYI MINIS1- AS LICENSED EXPIF 
OF TRAME. 

YES 

2. 	 NDOOT 7MGSTIl K'ITHl N MTENO 

IPOM7AL BUYER. DO 140r 	 BIlfDrtlGYA _ _ _ _EIMR rNM CUOACIUAL WITH PFR 

3. 	 cOne I rmiiSwY OF TrADx Of MriSTY
 
APPRLVAL FOR PROPOSED EXPORT 
 OF' TRADE PERMISIM ___________ MAhIN REAMISUSING "DECLARACAO DE VRZDA 7D FlTER 17470 AN FOR R M AND 
(APPENJDIX C-i) EMITT. W1711 EXPORT cnYZmACr ~~ ~I 
DDCUT1E~kFlY PFXW CIFV 

THFErIPI. (+ 48 FPrYJS FCR I__APPROVAL). 

4. 2r ER INTO CU7f-ACIUAL CO-FLEIE CttfiAr
 
AGEMFrr WITH BUYER AllD 
 GET AN4D GET 8UYER M
 
PT'YER MDSEt-D LFT OF ('fl3IT SWID LF/TER OF
 
DIRECI" 70 RANK OF rIJWmIgUE. CP--)IT 70 EANK OF
 

MOZNPIC/ 

5. 	 OBTIN ccTp OF Lumm oF OThnlJ EXPrT LICECE
 
(OEDIT FMI BANK LF I
tZAMBIQUE F"r4 MINISTY OF TRADE
 
ND SUBMIT IfTlM WITH 
 21 DAYS PRIOR To
 
CtTlPL= EXPORT LICEN1SE' SlIP1T DATE
 
APPLICATION (9 COIES)* I
 
1IflISllY OF TRADE (APPENDIX
 
C-2) 	 (48 HOURS - I WtY.ID 
COMhII EXFCST LICE11SE). 

6. 	 WITHIN 21 DAYS OF RECEIPT OF COBTIN BILL OF LADING 
EXPORT LICIIE OEMDM BILL AI!D SEN) D BAtI( OF 
OF LADING AND DOMc011may MOZAMBIQUE 
EVIDECE OF OIWLMCIE WITH ANY
 
OflIEl RWU0M 107 N~a
fO 
LTR OF CREIT, NAlD SUBMIT
 

BANK OFHAMBIrUE.
 

7. CE O3I)ITQcS OF LETIE OF BAIR OF MOAISoU
 
OMEDIT ARE MET BANK OF IC IOUE 
 PAYS COMRICT PRICE
 
CE DIISEI CUPRElr 
 IN 'IETICAIS
 
ACOUNT WI METICAL VALUE 
 If1EDIAELY O ITIONS
 
OF EXPORT SHIRrr. 
 OF iZ= OF CREDIT 

ARE PIET. 
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3. Import licensing
 

To effect an import transaction a firm must be registered as 
an
authorised importer with the Ministry of Trade. 
 The registration
 
process is similar to the procedures required to become a

registered exporter. 
 In practice most enterprises initiate both
 
applications simultaneously.
 

As discussed above, foreign exchange is annually allocated to

registered importers in the annual import plan. 
 Allocations aremade on the basis of the relative importance of the products being
imported in relation to rhi 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 blt no allocation has been made in the import plan, 
a
presenrtat-ion to the flinistry of Trade will be necessary.
 

Once a foreign exchange allocation is available, the conventional

tender procedures should be applied and a proforma invoice obtained

from the supplier selected. In 
some instances there are conditions
attached to the 
use of t-he 
foreign exchange, such as a requirement

that rhe imports be sourced from a particular nation or

corperation. In addition there is 
an increasing tendency for

donors to review rendnr irocedures before making foreign exchange

available.
 

All sea or 
air imporr shipments are subject to the condition thar.
the #ransport contracr rust be referred to 1IOCAPGO, 
t-he state-owned

shipring agency which, if it-is able to negotia#-e more favourable
 
terms, has the right 
ro rake over responsibility for the shipment.
 

Once the O-erms of the proposed import transaction are set, 
the

inpor-er should complere a ministry of Trade applical-ion with a
 
copy of the supplier's proforma invoice. 
 The import receipt is a
simplo form calling for Phe importers name, the supplier, the mode

of t-ransporr to be used, '-he estimated arrival date of the goods,

thp port of entry, the form of payment, the type of contract (eg

FO1 or 
CIF) and the value in local and foreign currency. n
 
application for an 
import license also requires the payment o- a
 
nominal fee.
 

There are 
five copies of the Import License application form which,
once approved by the ministry of Trade, are distributed 3/ as
 
follows:
 

One copy retained by the Ministry of Trade. 

3/ In 
general, any government form which requires distribution in the
 manner indicated above, if submitted in !aput-o, 
will be distributed
 
by the Ministry concerned. 
However where such applications are

submitted to the more remote provincial government offices, the
 
applicant enterprise may be required to arrange the distribution of
the forms. 
 This situation has resulted from the breakdown of lines
 
of communication and transport as a result of REPArlO activity
 
within the country.
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EWBIT III - 5 

DMPOW LICENSIB PECM W~m 

1. 	 OTAIN RECISTMATICN AS A RH3ISTE= IMI ? N O CSTKIN R0GISTRATIaN 
LICENSED I1 MIR. AS LICO IMPaRTER 

YESI
 

3 YarD FOEIGN 
ALLOEATION AVAILABLE PEXC ANGINPI0F 

NoO1 WM SUYER, 
TMA 

TEI)EBUYE PREEEIX3RES, SEIErAND OLCTIN FT INVOICEEXI 

INKOFICEo 

4. r 

AN 

rL',TE SIPPIGN 

ItUUMCE. 

CtSTS NDIoATIE SrIPItBE 

AND INSURkJCE1 
5. suI4T 10 tlINIrY OF TRADE 

CIFIP.EIED IF.lPCRT PE2U1IT 
APPLICATIal FUC (APPEDIMX 
C-3) WIT CPY OF P7RVM 
ItMOICE. ITJCLUD IN T1E 
NIU IT OF FOREA24 EX(n1AtrZE 
REQUIRE ANY FCREIGN EXHAWE 
SlIPPIflG AND SURANCE COS. 
(01E WEEK REQUIRED FR 
APRV.AL). 

OBTAI I1P"RT PERlUIT 
FF04 MINIIST OF TRADE 

6. OTAIN LEThO CROEDIT FrOM 
BA, OF' MOZAMBIQUE 10 
FtT&M IT MDTHE SELLER. 

O 
USE IWi'OW PEiIT 

O2Y0MIN WIS=R OF 
CPOIT FRZ1 BAWI OF 
MlZNI3IQUE WUCH IT 
SEIMB M SUPPLIER 

7. a RECEIPT OF BILL OF LADING 
(-IIa SHOLD BE O 
DrRECr FF0I THE SELLR TO 
THE BANK OF MOZAMBIQUE), THE 
SELE WILL BE PAID BY ME 
BAW#. OF MZAIIQE. 

BANK OF MOZAMI1QUE 
PAYS SUPPLIE al 
DIRECT REEIPr OF 
BILL OF LADIt, J1OM 
SUPPLIER OR 
SUPPLIERS BANKERS 

8. aI ARRIVAL OF GOODS OBTAIN 
ClSJSI.OS CEARANCE TRO!UD 
ADENA (APPEIDIX C-4) AND 
PAY It-. DUTIES AND 
ADENA FEES. 

AIVAL OF 
CILAR CS1 , WST 
SUPPLY CrElalS WITH 
IM r PERMIT OR GOODS 
WILL BE IMPUNDE. 
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One copy forwarded by the Ministry of Trade directly to the

Bank of fozambique and used by the Bank 
to aukhorise eventual
 
payment.
 

One copy forwarded by the M1inistry of Trade directly to the
 
customs authorities.
 

* One copy retained by the importer.
 

One copy forwarded, in some 
cases by the importer, to the
 
relevant Mlinistry, e.g. in the 
case of import of agricultural

suppliers, the mlinistry of Agriculture.
 

On average the Mlnistry of Trade takes one week 
to process the

import license application. 
Once the Ministry of Trade has
delivered the Import License the Bank of tlozambique issues an

irrevocable letter of credit. 
 At this point the importer must pay
the hank the local currency cover of the L/C counterpart foreign
 
excliange.
 

During the last 
two years Government has devalued '-he Metical from

40 '.o 450 lleticais to rhe US collar. 
 While this enhances

conr'eritivenesr 
 of local products on the world market, many

importers who have foreigi exchange allocated t-o 
'-hem now find that
they are 
unable to afford to pay the required local currency

(Wericais)cover 
to obrain their allocations. 
 This situation is
 ccr ounded by high doinestic interest rates 
(approximately 19% in
 
June 1980).
 

There are several rules governing payments for impor's: 

All external payments are made by the Dank of Iozambique
rhrough the banking system by bank transfer or money order.
 
Importers overseas exporters are not 
permitred to make
 
external payments to 
overseas exporters by check.
 

Payment can only be made on presentation of documentary proof
 
of nhipment of the goods. Exceptions may he made where the
3upplier requires otherwise, or where international commercial
 
practice dictates payment in advance. 
 In such cases it is
 necessary to obtain special authorisation from the mlinistry of
 
Trade.
 

In order to obtain authorisation for external 
payments the
 
importer must ensure that the foreign supplier forwards,

directly to the Rank of Mozambique, the shipment documenrs

including the bill of lading. 
The Bank compares these io the
 
import permit before authorising payment.
 

On arrival of the goods it will be necessary to clear them through

ctsrons utilising ADEIIA. 
 Customs clearing costs and import duties
 
mus-
 he paid before the goods are released. Import duties are

based on 
the value and type of commodity imported and can be

ascortnined in advance from the customs authorities.
 

rNozambique's import licensing procedures are outlined in 
Exhibit
 
III - 5.
 

TV - 74
 



I.here an enterprise is seeking to import services or orher
 
intangibles which cannot be linked to the import/export of a
 
commodity, it is not necessary to apply for an import license. In
 
such cases the enterprise should apply for a "RAPO or "Bulletim de
 
Autoridade para Fazer Pa.ainento', .r certificate of authority t.o
 
make payment. The application form is available from the Mlnistry
 
of Trade and sh,'uld be completed and presented to that Ministry for
 
approval. An external contractual commitment should not be entered
 
into without having obtained the 'BAP" in advance. In practice a
 
proforma invoice is necessary, and should be submited with the
 
application form to obtain the BAP.
 

The number of par.ies involved in authorising and processing an
 
inoangible import transac.ion are reduced and the procedures
 
involved in making applicarion and subsequently in making payment
 
are simpler than thor,' for obtaining an import license.
 

4. Foreign Exchange Transactions
 

1':e .'nl: of *1oza-biqur-, (the cent.ral hank), also func'-ions an a 
corm'rcial bank, particularly in the area of foreign exchange

Pranrocrions whrere if alone has government permission to trade. 
,'.lrhouaih rhere is one orher commercial bank in rozanbique, the 
rajoriry of corr-,rrci,!] cnterprises find it expedient ro maintain a 
curr-nr accounr :ith rhrlPank of Fozambique. 

Thore are indicarionS rhir the !:ozambican banking laws will be 
c!. n,..ec, -he fu -o increase role commercial banks inin ure the of 
an effort ro reviralis- rhn, bankina inclustry zn,1 to give the naion 
,r!a-rrr flexibili'y in in'-rnarional trade, investment anti 
fI,:anicial !--rkers. 

Aboutr 1 hard currencies and a few soft currencie. (7arbia, 
ZimI'hne, ,alawi ) ar" all regularly traded by th- Pank of 
Iro atib ique. 

5. Export Retention Scheme
 

The *ozar-bique clovernmenr, through the offices of rhe Dank of
 
llozanbique and #he llinistry of Trade, operates an export reten-ion 
scheme, know:n as "Fundos ConsignadosO. Under this scheme, 
exporrers are allocated future access to a percentage of their net 
foreign exchange earnin'.'-. Thi.-. foreign exchange allocation is 
then purchased and urilise,1 via the conventional import, permir 
procedures. The schere "was established to provide an incentive ro 
export and to allow exporters access to foreign exchange with -,hich
 
to fund imported inputs for export production. There does nor
 
appear to be any limitation in the use of these funds providing an
 
import permit can be obtained.
 

.Since most major export. activities are controlled by public sector
 
or parastar.al enterprises, retention funds generate in total
 
relatively small foreign exchange allowances for the private
 
sector. Nevertheless ar this time export retentions are
 
effectively the only source of foreign exchange for most private
 
sector enterprises.
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ncause the export rct. ntion scheme memorandum accounts are
 

ilain.ained by tie rank of flozambique in foreign currency, the
 

devalliarions of the r'erical over the past 2 years have
 

sigynificantly incre'ased the cost of purchasing any accumulated
 

rrnoion foreign exchange allocations.
 

The export retention rare which an export enter-rise is permitted 

arpears to result from a negotiation with he ministry of Trade.
 

The negotiarion Is reported to hinge on financial forecasts of
 
nxpnrt . earnings and import requirements the enterprise presents t.o 
the !,inistry of Tradc. The Ministry decides upon a retention rate 

in relat.ion to national economic priorities. The rates of 

rerention permitted range from 0 to 100% of net foreign exchange 
rarnines. For tradirinal exports the range is fronm 30% to 100%.
 

In ..ituarions where the exports are generated through entirely 
rorign aid-funded projects, 100t retentions are common. In the 
pr.vare sector the mr.dian retention percentage appears to be in the 
ratinr' nf 20A 0o 30-. The 'linistry of Trade is reported to be 
p.-ir-icularly flexible in negotiating retention rates with new 
entrprises involving foreign investment in Mozambiqua.
 

Onc, an enterprise's retention rare has been set.-.ed, a contract 

I, '.een the exporter firm, the ':inisr.ry of Trarl2 and the Bank of 
rnz.iumique is drawn up'. The contract generally has a tenure of one 

;',-,r and contains -'rnvinions for reregotiation. 

Ar ,'Yport. receipts are received hy t1he Bank of 'lozaambique, ir 
ni'-.-arically conv.rts rhe fornign exchan1c al-ounr. into lieticais at. 

'.,. nrrvailinr official exchange rare. The counterpare amount is 
n!,,fdrrosirt1 ins-, rh" ex.or-er's current account. (nev of bank 
.=ac~ i on f..s ) . Ar 'h- samp rime rhe Pank of 11(z, vhiqtie 

sir..~ then, pcr,:.'-a,e of foreign exchange Oo he retained in
 
acc',,rdanc? with th'. rnvisions of the retention contract, and
 
r.,cr:r: ehearount in i mnr',orandum account denominated in foreign
 
":c(',-w in rh" na ? of the -xporter°
 

'it., ltp-icil a-sunt I'ol,nirpld in the exrorrer's currnt account, is 
nnr restricred and :,.iy h~e dihursed or invest-d in rit normal 
cnurse of business ar wit-h any other local ftin,lr h"l1' by the 
,:xAprr,'r. 

'hn ~rh expor-er "':e. an application to -he 'linir..ry of Trade for 
an i!.port pernit urilrinr all or part of his exporr retenrion 
for-ign rxchanie, 'ii*iv.-lPnr 11ricais rust- he depoited in a Bank
 
,if 1!ozn;-hique current accouint to cover 'he purchase of rhese 

r,.,,,i,'n fu*,-. "', the foreain-exchange-denominaired 
r-nranWr account, of rnrtontion frunls -ainrained by the Rank of 
llsiu.arbique for a giwr.n exporter represenrn only a riahr to apply to 
purchase these fun,, from the Pank in rhe future through the import 
pernit process, an) is not an ac.ual monetary value In foreign 
':change which belr-nos to the exporter- All amount.s recorded in an 

exl,irter'.s ne.oran,!u- r..xpor, re.ention account are values which the 
exp'or .r earne,1 in foreign exchange but for which tho Bank has 
already paid counterpart funds into the exporter's current account 
isi local currency. 
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EXRIBIT TV - 6
 

THSE 
 OIAMBIOUE SAIMPLE OP EXPORTING FIRMS
 
FIRM CODE 
 INDUSTRy 
 PRINCIPLE PRODUCTS. 
 OWIERSHIP 


MO 1 	 I Private)
Manufacturing 	  total 
1001 flO0% foreign) 

batteries 


NO 2 (b ; Agro-proce saing Tea 	 4 440

10 qa 0to ri n 3 00
nO 3 
 Manufacturing p a ras t lRubber shoes, bicycle tires, 3 0002 

MO 4 Agro-proceaing Rubber automotive parts
Cotton, citrus, tomato 1001
110 5 Manufacturing poste 50 (501 foreign) 1 910 

lb t 
 Sisal twine 	 2 130


Manufacturing 	 1001

Scrap iron 	 2 490 


1001
"7 (c) Agro-procea ing 	 220
nO I 	 Cashew kern l,
Manufacturing 	 C SO parastatal 
 48 840 

O 	9 Railroad sleepers, posts
Agro-IOCeain, 	 ioo%


Copra, margarine, 	 240

Maufacturing
m0 	 100%
alt 	 (1001 foreign)


MOIl Cotton yarn, fabrics 	 4 270

Agro-proceaasng 	 1001 (10CI foreign)
Cotton, sisal 	 12 500
1012 
 mufacturing 	 1001


Galvanized iron sheets, pipes 	
4 300 


1013 	 100% (50%manufacturing 	 foreign)Railway (are, lifting equipment, 5 500
 
1014 (d) containers
Manufacturing 


Electrical wires and cables 
empress intervencionada 
 S00 


2 270

parastatal 


(a) Includes sales in the domestic market transacted in US dollars.
 
(b) ENOC A 
(c) Caju de Mocambique
 
(d) CELNODUt
 

Source 
: DRLS based on Mozambique PErN data.
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S12
 

1 083 a)
2 0 


7 	 01 

350 (a)

1 	 160 (a) 

1 	530 


190 

37 00
 

50 

1 3rd 

2 550 (a) 

1 230 


800 (a) 


6 600 

-


employees
 

350
1 goo
 

0 

400
 
3 	 300
 

292
 
110
 

252
 
4 000
 
4 200
 
6 	 300
 

320
 

@so
 
IS0
 



.-pplications for import licenses ukilising export retention foreign
exchange follow exactly the same procedures as applications

involving allocated foreign exchange. 
Thcre are no restrictions
 
against applying for import licenses which seek 
to use both

allocated and export retention-sourced foreign exchange.
 

Although there is 
no fee for participation in the export retention
scheme, the differences between thebuying and selling rates of
exchange, the transaction costs involved in 
the currency conversion
 
processes and each devaluation of the ?etical effectively result in
 
a participation cost.
 

Exporrers typically maintain their own export reteni. i 
memorandum
accounts and periodically check the total against the Bank of
 
mozambique. Also, participants in the export retention scheme

recoanise that due to foreign exchange shortages, Government may
have a :endency to reduce the import plan amounts of foreign

exchange allocated to enterprises which accumulate significant

quantities of retention funds.
 

C. HOZAfIBIQUE SURVEY APPROACH 

1. The Mozambique Sample
 

In lonanbique, a total of 14 firr,:s participated in the PERF survcy. 
 Five other firms also agreed to participate and took part

in initial discussions with DII&S survey staff, but ultimately did
nor 
complete survey quertionnaires. 
These included two parastatals

and! three private firms.
 

The principal characteristics of the Mozambique sanple of PERF
 
survey firms are presented in Exhibit IV 
- 6. In summary :-


Ten of the 14 
 ample fiems are privately owned; of the
balance, three parastatal enterprises (Emocha, Caju de

:Iocambique and Celmoque) were certified by 'he Center for

Privalizatin for inclusion in the sample; 
Phe sample also
contains an 
"empresa intervencionada" which counts itself as a
 
:rivate entity but. in fact is operated by government.
 
$ :nple firms are drawn from a range of sectors, including
 
agriculture/agro-processing (5 firms); anti both light

T73nufacturing (6 firms) and heavy industry (I firms).
 

The sample covers producer-exporters of abou 
 25 different
 
products, including two items (cashew, tea) counted among
fozambique's major strategic (traditional) exports, as well 
as

several items which are relatively new and still modest export
earners (galvanized pipe and sheets, automobile batteries,
 
tomato paste).
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In terms of empioymenr, the sample represents a spectrum us
 
large, small and medium-size firms as follows
 

- 100 to 500 employees : 7 firms 
- 500 to 1000 employees : 1 firm 
- over 1000 employees : 6 firms 

Eleven of the 14 firms are actual exporters, although several
 
are still fairly marginal operators who have begun exporting
 
only in 1988.
 

For logistical reasons all of the firms involved in the survey are
 
locared in the raputo area.
 

I:hile we recognize that rhe PERF survey in rozambique has certain
 
linirations (noted below) DI&S believes that the sample firms are
 
reasonably representative of the kinds enterprises likely to
 
account for a substantial share of the nation's export earnings
 
over rhe next few years. Firstly, there are at present a rather
 
limired group of firms in ;ozambique which nowi export or which have
 
exr-orred in the last few years. Their number is estimated at about
 
75 to 90 enterprises, of which half might be private-sector owned
 
or operated. P!ence rhe sample as a group captures a significant
 
proportion (18t) cf the probable total number of exporters.
 
SeconIly, based on 1931 export statistics, the value of the export
 
earnings reported by +he 14 sample firms was about 25% of total
 
recorded national export earnings for the year as a group.
 

This Oerives from the fact that two sample firms handle exclusively
 
or a substantial shaLf of exports of their respective products
 
(cashews and tea) for l'ozambique. And even for non-traditional
 
exporrs, sample firms indicate that in 1986 they generated about
 
one Ohird of total non--r3ditional national expor* earnings for the
 
year. Therefore the sarle encompasses a significant share of
 
toril export performance.
 

2. Mozambique Sample Selection Methodology
 

To select our sample, we firstly attempted to define the total
 
universe of current exporiers. For this, a lisr of firms that
 
w:ere rranted export licenses in 1987 and in 1983 was acquired from
 
rhe niinisrry of Trate. A second list of actual current exporters
 
was ohtained from the Pnnk of M1ozambique. These lists were
 
supplemented by a third list of firms which were exporting in 1980
 
to t-ry to identify forrer exporters (this latter was of some use,
 
bur limited, since it turned out that many of the private firms on
 
the 19C0 list no longer exist). DI&S also examined a recent World
 
Bank-sponsored cons,2lrant's Report (Arthur D Little 'Enterprise
 
Review' of capital rehabilitation requirements among Mozambique
 
firrs) in a further effort to identify private sector exporters -

actual, potential and former.
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Next, DH&S compiled data on Mozambique export products by value,
 
for recent years. These data were obtjined from World Bank and IMp

reports and from the information comiled by Mozambique's

Directorate of National Statistics. 
 These figures provided an
 
indication of the composition of Mozambique's commodity 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 ,upand

compared to these commodity export statistics to try to ensure that
 
our 
sample of exporter firms would be representative of the range

of products exported by Mozambique's private sectoc.
 

using this comparison 
of exporters to export commodities, a
 
tentative sample of.private sector exporter 
firms was devised. To

this was added the .set of five parastatal enterprises certified by

the Center for Pr.ivat:izat ion as 
eligible for participation in
 
PERF. 
The sample 'Was then shown to officials or a range of
 
Government agenciei (Ministry of Trade; 
Office of Foreign

lnvestment 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.
 

3. Conduct of the nozambigue 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. 
 DHI&S collected
 
some quantative information during the interviews, but also
 
solicited qualitative information on the business environment faced
 
by the firm, and its overall foreign exchange uses and
 
constraints. 
Then DI{&S explained the questionnaire, page by page.
uMost 
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
 
responses, 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 questionnaires were never returned
 
despite the team's persistence, and that of the USAID Program
 
Operations Officer.
 

IV-20
 

r 

http:firms.by


4. Limitations of the Mozambique Survey
 

Given the constraints of the survey schedul! and logistics, DI&S
 
belicves that the sample gives a reasonably accurate insight into
 
export hector conditions, particularly for private exporters.
 
ilowever several points should be emphasized :-


The sample is lii.ired to flaputo firms alone, as it was
 
impractical to try to travel elsewhere in 
the country to
 
interview firms. Broadening the geographical spread to Beira
 
may have produced some additional variations on the pattern of
 
responses received. It is notable however, that approximately
 
50% of fozambique's industrial sector establishments are to be
 
found in 11aputo.
 

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

- PESCO11 Inrernational, the prawn exporting parastatal, the
 
nation's monr important exporter:
 

- C!TRI!OS, the citrus exporting parastatal, a significant
 
exporter;
 

- TTRASAL the salt producing parastatal, an important

potential e::porter;
 

- &er al Pox a private producer of tin cans, a key indirecn 
exporter; and 

- CAP.IOC, a private producer of corrugated cartons, another 
key indirecr exporter. 

The survey's lac;- of contact wirh t*hese 
firms hus neglecrts an
 
inportan: dimension of activity in the relarively small export
 
noctor of !ozar:lique. 

The ricchanics of the rurvey proved to be quire challenging in the 
'rinarhique context. !'an, interviewees, for cxanple, had 
cnnsiderable difficulty completing the questionnaire :-

Mfany firms to to thehad struggle provide information 
requested because of the lack of experience in thinking in
 
these terms. Rocordkeeping is poor and at 
times non-existent.
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Mtozambique is in the midst of a war, resulting in so much 
uncertainty that most firms find it futile to plan and to set
goals/targetB. Conditions are so speculative in the wartime 
economy that it is hird to make reliable estimates. Many
firmr, are challenged simply to survive day to day. 

flany of the firms are new exporters, or are just starting to 
export again 3fter years of inactivity or production
exclusively for the domestic market. Hence, their views of
future requirements and opportunities may often be unrealistic. 

Some firms' factories or farms have been, 
damaged by the RntrA1lO attacks. 

and continue to be, 

The concept bf Ofree availability of foreign exchange* to meet 
imported input needs, a central assumption underlying the 
survey estimation of PERF demand, is so remote from current 
experience that firms found the concept difficulr to 
comprehend. 

For all these reasons, 'he quantative survey responses need to be
inrerpreted as crude indicators of targets and needs, rather than 
precise numbers. 

D. IOZAMBIQUE SURVEY RESULTS 

1. Estimate of Demand for PERF in Mozambique 

Sample Firms' Nominal Demand 

eascdon rhe tozambique survey, DIi+S estimates rhat- the export
sec-or's clenand for PrF could be about US$13 rillion in 1989,
ri:;int to USf30 mil]in by 1993. Given the fluidiry of rhe
situnrion in Mozambique and the general absence and weakness. of
dara on rhe activities of rhe export secror as a whole, rhese
figures should be considered rough orders of magnitude of of PERF
,demand. ie arrived at these es'-imates as follows : 

rirstly, for the 14 companies participatinei in ohe M!ozambique 
rurvey, we arranged fijrm responses regarding recent expor
earnings (1906 through 1988, projected) and future exporr
targets (for 1989 and 1993) according to the 23 
commodities/products the firms' export or plan to exporv-. The 
results of this ,ata organization are presented in Exhibir IV 
- 7 below. 

secondly, we compu-ed the 'Net Increase" in export targees 
rhat firms would anticipate should they find themselves in a 
situation where foreign exchange for imported inputs was 
freely accessible (i.e. in the preseuice of PEPF). This net 
increase was compuied as the differomce between a *Base Case"
foreign exchange situation which assumes a conrinuation of 
present conditions of foreign exchange for imported inputs in 
1909 and 1993, and a 'Best Case' situation, in which foreir 
exchange for imported inputs would be feeely available. 
Comparing these two scenarios, the net increase in firms' 
export: targets aniounted to over US$17 million in 1989 and over 
US$50 million in 1993 (E;Mhibit IV - 7). 
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It is notable however, that 
for two firms, the "Best CaseO presents
no improvement over the present. 
These firms, the parastatal
 
handling cashews and cashew nut shell oil and a private/Government

joint venture exporting cottbn, citrus and tomato paste, report no
difficulties in meeting their present foreign exchange needs for
 
importing inputs. 
 Both are obviously engaged in strategic export

activities given priority treatment by Government.
 

Thirdly, for 
those twelve firms projecting a net increase in export
earnings with freely available foreign exchange, we converted this
net 
increase into a projected annual value of imported input

requirements. 
 To do so, we identified first of all, what firms
estimated as 
'he import content for 
each of 'heir various export
products or comnoditles. 
 Where two firms cited different import
cont:ent proportions for the sane product, we used the higher of the
t!wo. These imporo content proportions and the nature of the

inputs they represent are detailed in Exhibit 
IV - 8. Next, using.
these import content shares we computed the US dollar values of the"import content of the flet Increase in export targets for 1989 and1993. These values represent the annual foreign exchang(:

requirement for 
imported inputs among rozambique sample firms: they
are equivalent to the projected gross demand for PERF on 
an annual
 
basis.
 

The projected gross annual demand is presented in Exhibit
VI -0 for the years 1989 and 1993, and amounts to over US$ 8
million and over 
Usf 22 million respectively.
 

'ourthly, we converted the projected gross annual demand for 
PERr
ro a net value of PRRF demand. PERr would be a revolv nn pool of
 
resources. 
 To rhn extent! thak PCRF foreign exchange funds can
cycle more than once in 
a year, the net amount of foreign exchange
firms would call upon fron PERF annually would be less rhan the
 gross levels of annual projected demand arrived at above.
 
Consequently we used the cycle times that sample firms report they
experience in exporting their various commodities and products to

reduce the gross demand for Pr'flF 
to a net value. Although some
firms cited cycle times of well over 
12 monihs, we assumed that 
in
the conte::k of a st-reamlined 
(PERF) operating environment, no cycle

tine would exceed one year.
 

This net value, the last 
two columns in cxhibii- IV-8, represents an
estimate of the total amount 
of foreign exchange that would have to
be available in 
PERF to meet what 1lozambique sample firms project
would be their re'juirements on the Fund. 
 These requiremenrs come
to over 
US$7 million in 1989 and nearly US$17 million in 1993.
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EXHIBIT IV - 9
 

ESTIMATED 1987 MOZAMBIQUE EXPORT EARNINGS AND REPORTED EXPORT
 
EARNINGS OF NOZAMBIQUE SAMPLE FIRMS AS PROPORTION OF TOTAL
 

EXPORTS EXCLUDING CASHEW, PRAWN AND SUGAR EXPORTS
 

(US$ 	Million)
 

Export 	 Earnings
 

Prawn 
 31.6
 
Cashew kernel 
 33.3
 
Cashew nut shell oil 
 0.5
 
Sugar 4.5
 
Citfrus 
 3.7
 
Cotton 3,6 (a)
 
Tea 
 2.4
 
Sisal 1.7 (a)
 
Copra 0.4
 

Other
 
- 3unker 1.1
 
- Coal 0.3
 
- Tantalike 
 0.4 
- lolasses 0.2
 
- Coconu' oil 
 0.9
 
- Timber 
 1.3
 
- miscellaneous 3.7
 

Total 
 90.1
 

Total excluding prawns, 20.2
 
cashew, suuar
 

Sample firpis' 1987 exports
 
excludin- cashews 
 6.5
 

(32.21)
 

(a) 	Reported sample firr exports exceed DE11 totals; sample firm export
 
earnings substikuked for nN estimat-es.
 

Source : Direcao Estakistica rlacional and DH&S Survey Team
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EXHIBT TV - 10
 

IN ZVJIQbUE BY SWIM, U&IRSIP AND FIRM SIZE 

(US$ Million) 

W W IP FIM SIZE 
1989 1993 19039 1993 E[:ployees 1989 1993 

less rhan 100 -
Agro-pcocessing 1.7 8.1 Private Sercor 13.0 24.6 101 - 500 2.8 12.2 
Hlrfacruring 11.3 21.9 Public Secrc - 5.4 50 - 1000 8.4 8.8 

over 000 1.8 10.0
 
13.0 30.0 
 13.0 30.0 
 13.0 30.0
 

Source : MMS based an Echibits IV - 6 and IV - 8. 
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Sample Firma' "Effectiveg Demand
 

As emphasized earlier, the DII+S survey team pecceivcd that due to the
 
present environment of extreme uncertainty in which Mozambique firms
 
operate, the notion of projecting future performance over a five year
 
horizon was foreign to many of the sample companies. Similarly, the
 
concept of circumstances efreely available foreign exchange" for
 
imported inputs is very removed from current experience. Although we
 
believe that given present trends, there has been and will continue to
 
be increases in exporting from Mozambique, we suspect that on balance,
 
sample firms were quite optimistic in setting their stated export
 
targets for the PERF survey. To the extent that stated export targets
 
are likely to outstrip actual performance, requirements oi the sample
 
firmis for imported inputs are overstated as well.
 

Accordingly, we choose ;-o trear 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 40% to estimate the 9effective" net value of demand for PERF 
-- i.e. to assume firms will actually achieve only 60% of their projected 
tareprs. .:hile this number is arbitrary, it is roughly consistent with 
experience in TanzanJa's Seed Capital Revolving Scheme in which to date
 
about. 55% of firms entering into SCPS contracts have actually performed
 
(exrporred) on those contracts. On this basis, the net effective demand
 
or rE7F resources among sample firms may be computed as US$4.3 million
 

in In9 and USl0.l million in 1993.
 

Estimated Total Effective PERF Demand
 

fecause data on Ulozanwbique'3 export sector as a whole are so
 
rragmeitary, extrapolating from the sample firrs to derive an estimate 
of +he effective net value of demand for PERF among the universe of
 
potenrial users in nozabique is at best a -enuous exercise. DII&S has
 
approached the problen as follows. According to thc Directorate of
 
tlational Statistics' preliminary figures for 1987 and DH+S survey team
 
estimates, total Hozanbiclut export earnings may have been about US$90
 
million in that year. Excluding prawn and sugar exports (handled by
 
parantatals ineligible for 
PERF) and cashew kernel and CUISO exports
 
(handled by a ;:ozambique sample parastatal with apparently little need
 
for PCRF), remaining national export earninqs in 1987 may have totalled
 
about US420.? million. Firms in our sample (ex:cluding the cashew/CUSO 
parastatal, report that they generated export earnings of about US$6.5 
million in 1987, or about one third of the natinal total without 
cashews/CISO, prawns an, sugar (Exhibit IV-9). 

We assume therefore that* sample firms in the future would continue to 
produce about one-third of total lozambique export values excluding 
prawns, cashews (kernel and CHISO) and sugar. Hence we assume and that
 
their requirements for rERF resources would be about one third of the
 
total requirement. Under these assumptions flozambique's overall 4
 
effective net demand for PERP might be about US$13 million in 1989 and
 
US$30 million in 1993. Furthermore, assuming that the distribution of
 
requirements 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.
 
[evertheless, we emphasize that the results they yield must be
 
approached with caution, as rough order-of-magnitude numbers. We note,
 
for example, that one firm alone (railway wagon/lifting equipment/metal
 
containers) -ccounts for two-thirds of sample firms' total demand in
 
1909 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.
 

2. Import Content nnd Cycle Times
 

Import Content
 

rstiiated import contenr proportions of export commodities/products have
 
been presented in Exhibir IV-8 above. Among agricultural products,
 
r.hese imported inputs are reported to range from about 8% to 35% of the
 
unit value (FOP price) of export items. Among manufacturing products,
 
these proportions are reported to range from a low of 15% of export
 
value (railroad sleer-rs) to as much as 94". of export value (electric
 
cables and wires). Ir is important to underline that spare parts are
 
considered to be an imporrant imported input among nearly all survey
 
firr s
 

Cycle Times
 

Cycl- times reportee! 1-y survey firms are also ,-railed in Exhibit IV - 8 
abovre. They vary fro:: a low of 6 months (sisal indusrry, cotton yarn) 
to ;1s high as 18 montl:z reported for tea and cofton exports. These 
larter estimates apc,.r to include lonn lead times for orderinn 
agricultural inputs (cc. fertilizer) for crop production, and adding to 
this a long cycle of harvest, processing, transport and export shipping 
an,] payment. Cr,-par. 'o iesponses in other survey countries, 
rnozanbique experiences relatively profrac'ed cycle 1iines. This arises 
no tioubt from the country's unsettled situation, but may well be subject 
to rapid improvemenr .!ith a strengthening of the transport nerwork, and 
a rc-ostablishment of more efficient shipping and administrative systems
 
ro accomodate the cxi ansion of the export sector.
 

3. Important Qualitative Findings for Mozambique
 

Increased Exports
 

Consistent with preli,-inary overall indicators for 1987, and with
 
continuing trends since rhen, it appears that recovery in Mozambique's
 
export sector is underway. Among sample firms this recovery affects
 
both agro-processors and manufacturing enterprises. Growth in export
 
values that mark this recovery is evident between 1906 and 1987 and
 

.quite dramatically between 1987 and 1988 (although figures for the
 
latter year represent sample firms' projection for the 12 month
 
period). Moreover, even under the a Base Case -- an assumed
 
continuation of roughly present circumstances of foreign exchange
 
availability -- most firms project sustained rises in export production.
 
The only exception is the cotton yarn/textile manufacturer who believes
 
that Government will not be able to provide fozeign exchange on a
 
continuing basis. These responses suggest that the ERP is having an
 
impact in both real and psychological terms. And in a situation of
 
*freely available foreign exchange", companies project that as a group
 
they would be able to begin to sell seven new products in export markets
 
(30% of all products of sample firms).
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Local Sales in Foreiqn Currency
 

The D!I+S survey team was interested to observe that local sales in
 
foreign currency are an important source of foreign exchanse for many
 
firms. 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.
 
world Food Program, Lojas Francas) bring their foreign exchange
 
resources from sources outside the domestic economy.
 

Competitiveness
 

Iany firms believe they lack competitiveness internationally, and are
 
therefore forced to seek export markets within the Southern African
 
region. However:.
 

Covernment's bartr agreements with neighboring countries are
 
viewed as an important- disincentive to export activity, as they do
 
not generate foreign exchange for firms.
 

Even within the region, some firms believe they are losing markets
 
tn Asian and other exporters.
 

A major export sector problem is Ohat potenti-al importers for
 
riozambique's goolh in neighboring nations themselves lack hard 
currency ro make purchases.
 

South Africa
 

;Noz:7-ibue is heavily Oependent on South Africa for imports of raw
 
narcrials and spare parts. rlany firms strongly feel that they would be
 
scriourly hurt if restrictions concerning origin of imports 
or
 
flesrzinaftion of exports were imposed in PERF. Decauze 
 of proximity, and 
rhcrcrore lower 
transport costs, and often because of subsidized raw
 
ma-erials, South Africi in the most attractive supplier of imports.
 
Other sample firms felt- that they would not be seriously affected by 
such a policy, with rhe exception of losing convenient access ro minor
 
spare parts. A common view was that it is not only undesirable but
 
ridiculous O-o order certain spare parts from Europe, waiting a longer
 
period of time ano paying more, when the part is available next door in 
Sou-h Africa. (Pote that 101 of Mozambique's to-al imports come from 
Sounh Africa). 

Imported Inputs for Labour payment
 

Mlany firms need foreign exchange to buy consumer goods to provide their
 
workers, not only as incentives to work, but also to help maintain or
 
increase productivity by ensuring certain levels of nutrition. 
Example: 
Lalily sector cashew pickers will not pick unless there are goods in the 
local stores for ther 1-o purchase with their cashew earnings. 1lany 
firms have rheir own vegetable farms and raise cows and pigs for their
 
workers. Import of production-related consumer goods is critical need,
 
yet one which perhaps cannot be met by PERF, a3 it would fall very much
 
in the category of 'indirect' imported ilputs.
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Priviledged Access to Foreign Exchange
 

Several firms interviewed do not face severe foreign exchange

constraints. 
 For example, one has a special agreement with the

Government of flozambijue to obtain its inputs. 
 Another, the cashew

parastatal, is also a strategic exporter and is provided with the
 necessary foreign exchange for its operations. For these firms, and
others, the most 
5rious problems faced relate to the security situation
and difficulty o' transporting goods from the countryside to overseas
 
shipping points.
 

Need for Capital Rehabilitation
 

tlany firms expressed reil enthusiasm for a pre-export revolving fund,but emphasized that rehabilitation needs and capital investment
requirements should le rer. 
such 

first.. Some firms recognize that they are in
great need of, rehahili,.arion and technical assistance that in theirpresent conditions, -hyc, coulC' not efficiently make use of a pre-exporr

revolving fund.
 

Design Advice for PERF
 

The principle recomriendations for the design of rr,-r dealt withefficiency of operarions, especially regarding mobilization of funds.
Firms suggested, for example, a practice of issuing a letter of credit
 or cash "igainrr. docu;nen-s'. 
 Funds should be made available in a fastand cfficient manner. 
 Firms felt strongly aboutr 
reducing bureaucratic
dc ly!. Interviewees f-l thar beneficiary firm-, should be able to workrirecrly wit-h t-he finrincial institution involved in PEPF, and many
cnurioned that the raid: of ",ozambique should no- be the financial
in,rirut-ion ro 
channel TPEPF requests. The Pink of m;ozambique .s
iennrally regarded !:sinexperienced and inefficient. fiany firms
 
romr, lain of consider,l2 delaiys dealing
when wirth $-he Bank. 

As an 
export incentive, firms advise that a cer-ain percentage of net
export proceeds shoul,! revert to Phe firm to h- a!',lied to what-evernce,!s it faces includin,, the requirements for incirred foodstuffs toir!prove diet and pror!.iwivity of workers. Also, t-hose firms which
hecavily depend on SoUrh Africa for 
imports an-i/or exports, or firms
which havp had previour- experience wit-h tie(d ailI programs, felt strongly
thar nhe PERF should ho unrestricted. Frustrarion w.as expressed over

having to import goods ar. considerably higher rrices because of 
condi-ions imposed by donor financing.
 

Finally, firms urge,! -tr Prnr should be - withcoordin, Ad secroral programs already in place (for example, the ex-orr retention scheme).PPF should complement, rarher than replace or 
compete with existing

schemes.
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CHAPTER V
 

TAIZANIA COUNTRY SURVEY
 

A. EXPORT SECTOR OVERVIEW
 

1. Macroeconomic Context
 

Tanzania's economy has suffered a star.e of crisis for sevral
 

years. This crisis has been characterised by negative real rates
 

of per capita GDP for the period 1975 through 1985, and years of
 

foreign exchange shortages arising from corinuous balance of
 

payments difficulties. In 'eal terms, agriculture has experienced
 

only modest growth in the 1980's, while real industrial production
 
actually fell every year between 1980 and 1905. Because of
 

balance of payments pressures, real merchandise imports dro-ped 

precipitously in the early 1980's, including a 22% decli.ie in 

1983, and real merchandise exports also decreased in the period 

1982 0trough 1985 (Exhibit V - 1). 

Since 1?86 the Government of Tanzania and the World Dank Group
 

designed and put in place an Economic Recovery Program aimed at
 

sr.iitilating economic growth through fiscal reform, trade
 

liberalization, flexible exchange rare management and other
 

macro-economic and rncroral policy me=iureso The FRP has
 
apparently begun to have some effect in stimulating Tanzania's 

output of goods and :-ervices, bur the impact of years of economic 

decline are still felt heavily in Tanzaniao'n fxrorr. sector, in 

terms of foreign exc:1ange constraints, s-are of 0isrepair of plant 

and equipment and di.ruption or loss of prvioilslh esi'ablished 
markets and marketin- channels. 

2. Expo.t Production
 

Traditional agr'cul.t:ral commodiries account for an overwhelming 
shace -- about thr-e quarters in 198G -- of Tanzania's export 

revenues (Exhibit V - 2). Coffee, an auction salc coimouity, 

dominates export proi'uctlon, followed by coron., rea, r.obacco, 

cashew nurs and sisal. 11hile coffee exports in volume terms have
 

remained relatively -r.able (except for 19P5), in value terms
 
coffee revenues increased substantially in 198G CLue te shatply
 

risilaq prices. Perfcr.ance of other agriculrural extort
 
commodities has bee': less satisfactory : corron, tobacco and rea 

have all declined i:"value and volume terms, with jproducrion 

reportedly dropping as a result of lack of pro'ucrion inputs, poor
 
pricing policies an, low producer returns, -nd transport
 
bot ienecks. Cashe'.. exports have been inconsisrent as a 

consequence of changing government.pricing and processing 
policies. Sisal, largely a private estate 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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F'1XT V - 1 

PS KR IMM 1980 - 1986S1ZCT1 DXOI PER J IMTCMD 

Annual Imal ( ith Rates (%) 

1980 1981 1982 1983 1984 1985 1986 (a) 

Gross Dastic FLO&ct 0.6 -1.3 0.9 -0.4 2.5 2.5 3.0 

Agriculture 
Irvustry 
Fervices 

2. 
o-0.8 

3.3 

2.3 
-13.8 
-0.4 

2.6 
-7.2 
3.0 

1.1 
-8.5 
-0.7 

2.6 
-11.5 

4.3 

3.5 
-15.0 

3.5 

4.8 
2.0 
1.4 

Merchandise Exports 
Major primary pcoucts 
C+hers 

-1.8 
-8.5 
9.9 

15.7 
33.5 

-36.7 

-12.7 
-16.3 

9.8 

-14.1 
-18.7 

7.6 

-10.7 
-14.6 

3.3 

-0.9 
-4.2 

3.9 

5.3 
7.8 
1.0 

Merchandise Inpxts 
Foodqrains 
Petrolem 

-2.3 
206.3 
27.1 

-6.3 
-7.9 

-15.9 

9.8 
31.9 
-2.8 

-21.8 
-28.0 

3.5 

1.0 
-4.3 
1.0 

12.9 
0.1 
4.9 

20.4 
-36.0 

55.2 

achinery/equipment 
Ct-hers 

-25.5 
7.7 

10.4 
-17.2 

-12.5 
12.6 

-35.3 
-19.5 

-0.9 
6.9 

10.1 
26.6 

14.7 
23.6 

1975  1982 1982  1985 

GPD Per Capita -0.5 -1.2 

1983 1984 1985 .1986 
cross official 

FPeserves (%s-eks/imporIrts) 4.0 1.6 0.3 2.4 

(a) Est=ited 

Source: Word Bank Data 
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E.aIBIT V - 2 

U EAJINM 1982 - 1986
'TNZANIA'SPRINCIPAL DMXM"C M 

(1S 

1982 

Coffee 

value 133.5 
volume (7r 000) 54.8 

Cor-on 

value 56.4 
volure (trT 000) 38.9 

Sisal 

value 24.1 
volume (Irr 000) 50.7 

Tea 

value 18.6 
vohlre (T' 000) 12.0 

valut 19.2 
volume (ir 000) 10.1 

Cawhew; lu-s 
Value 9.9 
Volure (Wr 000) 17.2 

rjbrot-al (value) 261.7 

p'erroleurn pccs 13.6 
.inerals 43.7 
,anufactured Goodxs 32.7 
Other Products 51.4 

'1OA, 403.1 


Source : World Bank Data 

S AM 


Million) 

1983 

130.1 
50.7 

61.8 
39.8 

13.1 

26.8 

21.8 
16.6 

11.4 
5.3 

5.5 

10.5 

244.7 

13.0 

43.6 

44.2 

33.2 


378.7 


1984 

153.6 
55.0 

49.5 
28.9 

10.5 

21.5 

23.5 
11.1 


9.0 
4.6 

21.9 

33.5 

268.0 

22.7 

33.9 

33.1 

39.5 


388.2 


1985 1986 

118.5 
44.0 

184.7 
50.4 

29.6 
22.1 

30.4 
31.7 

5.9 
15.5 

5.2 
15.1 

17.0 
11.7 

13.6 
9.5 

13.6 
7.7 

12.7 
7.2 

11.5 
23.6 

196.1 

13.7 
21.6 
32.8 
21.4 

285.6 

15.0 
17.8 

241.6 

4.6 
13.0 
39.1 
29.3 

347.6 
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VALUE OF DWARA'S DMESMC EmUa3 By (XHWITY, q YE S (a) 

(Us# Millio) 

Procd1-.S 1983 

Coffee-Arabica and lbtiisi-a Hulled 127.9 
Coon 61.e 
Tea 21.0 
Sisal Fibre 13.0 
Sisal Twine 0.1 
Cashenu- Pw 6.5 
Cashew Kernels 6.9 
Tobacco 11.4 
Cloves 7.8 
Cardammm 3.0 
SeeIl ans 3.9 
Fla,qr !.4-eds (b) 
5"indcia rark (b) 
Pyrethrun Producri' 0.9 
'arle (TiYrrra Extract) 2.4 
Cocoa Peans 2.9 
Salt 1.0 
Diarmo,] 42.5 

Cse nr 2.5 

Crude fleco7-nin (dry caomitic!1) 0.1 
.anufacrured Tol-acco 2.9 
?Inufacr.urcd Coffee 2.1 
Other Fish Product. 1.0 
Textiles 1.5 
Live Iirds and Aninals 0.4 
Gn Arabic (b) 
'ar.teries 
 2.5 
Almninimn Circles 1.5 
Bees 'Zax 0.2 
Timber 0.6 
Cotron Feed Cake 2.4 
tides and Skins 1.5 
Cut Fla.,ers and Suds (b) 
Cotron Yarn and Thread Grey 1.0 
Of-Sisal 0.3 
:lasasses 0.3 

342.6 


ta) Excludes petroleum exporrn
(b) Less tHii us$ loo0O 

Scurce : Government of Taziania, Board of External 
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Trade 

1906 

161.e 
31.6 
13.9 
4.9 

-
16.0 

-
13.7 
15.6 
0.7 
3.5 
0.1 

0.2 

1.8 
2.6 
2.3 

0.4 


12.2 

0.8 

0.2 

1.8 
1.4 
0.3 

3.4 

0.5 

0.3 

1.0 

1.4 

0.2 
1.1 

1.8 

1.6 

(b) 


11.9 
0.4 
0.5 

309.9 


1907 

98.9 
41.4 
12.7 
5.1 
7.9 

10.0 
-

11.0 
4.1 
1.0 
8.6 
(b)
 
0.1
 
1.5 
3.9
 
5.1
 
0.3
 
4.8
 
n.7
 
(h)
 
2.1
 
1.5 
3.1
 
9.2
 
0.5
 
9.3 
(h)
 
1.9
 
0.2 
2.0
 

1.1
 
3.0
 
(b)
 

2.6 
(b) 
0.2 

245.8
 



The balance of Tanzania's export!; *s made up of major commodity
 

groups : petroleum products, minerals , manufactured prcducts and
 
miscellaneous other items. Petroleum exports are made 6p entirely
 
of residual fuel oil, a by-product of a local refinery that
 
processas imported crude oil. fineral exports are made up of
 
diamonds, salt and gold. Export eanLngs from T-hese items have
 
dropped substantially since 1982/03 largely because of declining
 

diamond exports. A broad range of products account for
 

*manufactured and other item 2 exports : sisal twine/rope,
 
textiles, cashew kernels, cottonseed cake, leather, sugar and
 
instant coffee and blended tea among agricultural-cased
 
commodities; and radiators, batteries, chemicals a: d aluminum
 
circles among non-agricultural manufactures. It is notable that
 
manufactured/other item exports have decreased significantly over
 
the 1980's. Such declines are reported to be due to overall
 
reductions in Tanzania's industrial production. Industrial sector
 
capacity utilization may have been as low as 20% - 30t in 1985, in
 
a large part arising from foreign exchange constraints preventing
 
the import of required capital equipment, and industrial inputs.
 

A breakdown of Tanzania's export earnings by 36 major commodities 
was provided, for selected years, by Tanzania's Poard of External 
Trade to the DHS study team and is reproduced in rxhibit V - 3. 

Uith the advent of the rconomic Recovery Program, the Government
 
of Tanzania is anxious to encourage development of non-traditional
 
exports and has established various incentive schemes as parr of
 
the EPP, focussing in particular on minerals, marine and forestry
 
products. Observers believe, moreover, thar there may he 
considerable score for rehabilitation of several industries with 
export potential. These would include textiles, timber products, 
sisal ropes, pyrethrum products and the leather indlusrry. Other 
industries with export potential have been sugest-ed to include 
canned fruits and juices, aluminum products, domestic holloware 
and electrical equipment. A rehabilitation program for the export 
sector would feature provision of foreign exchange for capital 
goods and spares, and for build-up Inventori-s of raw material 
input. 

3. Public/Private Sector Roles iii Exporting
 

rhe production and/or export of many of Tanzania's major and minor
 
export products and commodities Is handled by the government
 
sector, either exclusively or in large part. Amonq the export
 
commodities/products listed by the Board of External Trade where
 
government-owned organizatIons dominate are : coffee, cotton,
 
cashews, tobacco, pyethrum, cocoa, cloves, cement, diamonds, hides
 
ari skins, and aluminum products. The public sector role in this
 
respect is exercised in a variety of forms including : parastatal
 
producer/exporters (eg cement); marketing agencies (cotton,
 

.coffee); or majority ownership in companies managed by private
 
parties (aluminum). In addition, public iun private sector
 
enterprises are simultaneously active in several export commodity
 
areas, notably tea. Private sector enterprises dominate export of
 
certain commodities : principally textiles and textile products
 
and sisal twine, although parastatals are nevertheless still
 
present in production and export of these items to some degree.
 



V0I1IT V - 4 

EXP~trAND L!aRC PRM E FF W SER'~SPMtrrxv 

L.mt Eiomming 
list Lluu 

sepACi S.eo Action 
I ftlufact re exprt itan I .Aply :-o -A of T-ania for lionse, seifying 

* exac- input requirerent 

2 Omplete C03 om (3 copies) 2 

* pro-form 

30, studies 

invoice with KB and CIF values 

application and apopmes/diapoves 
3 S dbt C03 Form to National -a of r vrce (Mc) 3 3ar issues insczt Iiense for approval Import tzraaction 
4 M Checks aid certifies all three copies 4 Apply to tatioal Ba* of Oamierce submittng 

Simpxt license 
* pro-for ma invoice 
" letter of redit anlicatin 

5 NBC tranwits C] In :-

* export license 

:WC izsues lzttbe 

(if 

of 

relevant) 

credit 

* glue Cy 
* Mhite cop 

to f of Tanzania (ccvnytol copy) 
to oard of External Trade (ET) 

0 Pink copy held by mc' 

6 Wr issues expot licee 
copy) to export". 

and retirns CD3 White 6 Pay t 

credit 

local currency (Tth) cover for leter a 

7 Sfitt license, CD3](ite copy) and export iten to 7 lacs order 
custom 

CustoM WrfarC phiysical &eck on itet Deceive os 

9 OJos releases iter for export shiprent 9 RC"oys :-umlier (a) 
i0 Ctoms trarmiU CD] (Nite copy) to Bar and 

other dzmvets 

Spays exrter 

to r,2C 

inmon 

(a) In case of a donr-fured urctpay-.eni sey be mrd directly by
instruction from the donce 

9 t Program. 
it Ovesa be* 
m (9 1I0 ) 

12 ] receives forex: psyent 
after notification by ac?. In the c a 
funds* imports, uJTpXmter's off-dwra b6t *a 

13 MC mends CD] (pink cory) to wr e s. 

14 BOr cloes file an Transaction 
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4. Sources of oreign Exchange
 

Exporters face a pat:chwork of channels through which to obtain
 
foreign exchange for capital or recurrent expendirures on
 
essential imports. These include :-


Foreign exchange allocation through the Bank of Tanzania's
 
Import Licens!ng System (which includes control over
 
'onor-funded import support progrzms).
 

°
At Own-funds import scheme, through which the importer

provides his own foreign exchange for imrorts.
 

Export Retention Scheme --
one of the export incentive
 
mechanisms set up by Government 
-- which allows exporters to
 
keep part of their foreign exchange earninris.
 

Seed Capitai Revolvinq Scheme, a foreign exchange financing
 
arrangement for imported manufacturin inputv.
 

These mechanisms are described in qreater e1atail 
in section B
 
below.
 

B. EXPORT TRANSACTIONS : TANZANIA POLICIES AND PROCEDURES
 

1. Export Licensing
 

Tanzania has a system of ricid controls in an artempt to capture

all foreign exchange earnings generatod by nxporr. transactions. 
All exporters rrii- hr, rclistered wit-hi the Mrnk of Tanzania. rach 
exporting Firm is given a registration nu!nbr to be used in all 
correspondence relating to export trannacrionn. 
 The system is

based on control of the Cn3 Form, which reports every export 
transaction, an involves the rank or Ton7airnio, rie noard of 
External Trade, and the exporter's comr-ercial hank (ip Hational 
Bank of Commerce). Exhibit V - 4 out]ines rhe procedures. 

All exports from Tanzania are to be effecred only upon a confirmed 
letter of credit dominated in a fully convert-ible currency. All 
export earnings are ro he repatriated in 6n dJays. Export
Retention Incentive Schemes (see below) are rhe xception to rhis
 
rule.
 

2. Import Licensing
 

Owing to the severe foreign exchange consr.raintrs facing Tanzania,

eXporters requiring foreign exchange for i~incrr!7 report that these
 
resources are made available on an ad-hoc basis, and only for
 
priority requirements. The Governmenrls imrort lcensing system
 

-serves as the framework for administrative allocation of foreign

exchange. The system involves both the rlnk 
of Tanzania (ROT) and
 
the National Bank of Commerce (MPC). The former examines and
 
approves/disapproves all 
import license applications. BOrr 
approval constitutes authority for the tIrC to establish a letter
 
of credit on behalf of the applicant. The import licensing
 
procedures are presented in Exhibit V 
- 4. 
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The 11inistry of Finance requires that all duties be paid on
 
imports, including those to be used in the menufacture of export
 
products. Customs duties are 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 tax. 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 Iouse although not to any great extent, as the
 
Tanzanian authorities want to ensure the country does not end up
 
in a debtor situation in the PTA area.
 

Import licensing procedures serve purposes of foreign exchange

allocation at two levels : initially, through the Bank of
 
Tanzania's approval of an import license application, and later at
 
the point of 
the National Bank of Commerce's establishment of a
 
letter of credit. Given the gravity of Tanzania's foreign
 
exchange situation it is not unusual for the holder of a BOT
 
import license to wait up to two or more years before-the
 
counterpart: foreign exchange funds 
are made available in the form
 
of 11BC's letter of credit. In principle, priority access to
 
foreign exchange is given to companies which require imported 
raw
 
materials to meet a guaranteed export order. It is unclear how
 
consistently this principle has been applied in practice.
 

To alleviate its foreign exchange shortages, in 1984 Tanzania
 
introduced an "own funds' foreign exchange scheme, under which
 
firms are granted licensrs to import any of a fairly broad range
 
of machinery and equipment, building materials and selected
 
consumer goods, the latter 
for incentive .ur-sses. Applications
 
for import licenses with own-exchange are reported to be approved

fairly rapidly, an,' rio questions are asked of the importer as to
 
the source of the foreign exchange. O':n-[un,.s imports are also 
excluded from price control. In 19P5 own-runds imports were
 
estimated to be as much as US.f 300 million, or nearly one third of 
that year's total import bill. nusinessmen, however, indicate
 
that the own-exchange scheme has not led ro increases in
 
manufacturing production or 
improved capacity utilization. This
 
is no doubt due tc the fact that an own-funtls irporter can be
 
expected to compute the profitability of his import-based
 
transaction at the opportunity cost of this forein exchange -
the parallel market rate -- rather 
rhlan official exchange rate.
 
Projects to import and sell high marku'n 
ite.os (eg consumer goods)
 
are likely to he sufficiently profitable and relatively low risk
 
to be attractive on these terms. Put typically projects featuring
 
own-funds to finance imports of capital goods and industrial
 
inputs are likely to he financially less worthwhile.
 

Recently, (February 1980) 
the Bank of Tanzania established a %11ew
 
Open General License (OGL)" scheme designed to accelerate the
 
import licensing and foreign exchange allocation process. The
 
OGL covers a range of 41 DTN categories of imports, all of them
 
representing selected machinery and equipment, spare parts and
 
production inputs (see Appendix D 
- 1). The scheme limits
 
prospective Importers to applications of no more than us$ 100 000
 
each and to a total of us$ 200 000 for all applications. fHowever,
 
it guarantees "automatic" issue of import licenses for valid
 
applications, and specifies a maximum of two months delay for
 
establishment of 1IRC letters of credit.
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The new OGL scheme also requires standard local currency cover
 

provisions. It is too soon to determine if the OCL system can in
 

practice be supported by Tanzania's foreign exchange reserves, or
 

will be an effective foreign exchange source for the export sector.
 

Foreign Exchange Retention astem
 

In mid 1984 Tanzania instituted a retention mechanism to give
 

incentive to exports. Under this system exporters are able to
 

retain a portion of their foreign exchange earnings in order to
 

import any commodity permisuible under the 0own-funds" scheme, so
 

long as the imported items are needed for export production. The
 

scheme now features three categories of retantion rates, as
 
follows •
 

Category A - covering the six traditional exports (coffee, 

tea, cotton, cashew, sisal, tobacco) fou which exporters may
 

retain up to 10% of their export earnings to finance
 
imported inputs, with no transferability to second parties;
 

Category 8 - covering non-traditional industrial products
 

and permitting 50% retention of foreign exchange earnings,
 
with transferability to second parties allowed to procure
 

imported production inputs and spares;
 

Category C - covering farm, marine and mineral -products, for
 
which exporters are permitted to retain 50% of foreign
 

exchange earnings to import any item allouable under the
 
"own-funds* scheme, with transferability of foreign exchange
 
to other producers to obtain spares and raw marerials.
 

At the discretion of the Bank of Tanzania, exporters in all three
 

categories have occasionally been given authoriry to retain up to
 
100% of their foreign exchange export earnings.
 

Lists of the commodities to be exported and imported under each
 

retention category are presented in Appendix D - 2.
 

4. Seed Capital Revolving Scheme (SCRS)
 

The SCRS was set up in January 1985 to assist in the foreign
 
exchange financing of imported inputs for export production,
 
especially for the non-traditional sector. The scheme was based
 
on foreign exchange grants provided by the Swedish International
 
Development Authority (SIDA), the ljorwegian Agency for
 

International Development (NORAD) and the fletherlands Government.
 
SCRS now (March 1989) 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 an annual contract with SCRS specifying
 

yearly export performance commitments In return for access
 
to the amount of foreign exchange required to import the raw
 

materials and spare parts necessary to meet those yearly
 

export targets.
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The company then provides 	full local currency (Tsh) cover
 

(25%) of rhe projected foreign
equivalent to one quarter 

its annual export
exchange requirement associated with 


Board of External Trade
commitment. At that point rhe 

that amount -deposits the counterpart foreign exchange for 


the *Seed Capital' -- in a sub-accounr established for 
the
 

company within an external SCRS account supervised by BET.
 

Hence SCRS assumes the participating firms can cycle 
their
 

Seed Capital four times per year.
 

The company next imports the 	inputs it requires using its
 

the BET which confirms the
seed capital, going first ro 

to meet its
company's sub-account holds sufficient funds 


Tanzania for an
import requirement, and then to the fank of 


import license.
 

Upon obtaining an Import license approval, BET sets up a
 

letter of credit in the overseas bank holding the SCRS
 

external account. The procedures is guaLanreed to take no
 

more than three days from inirial request to establishment
 

funds in its
of an L/C, providing the firm has adequate 


sub-account.
 

imported inpurs, manufactures and
The exporter receives its 


exports according to standard exporting procedures. However
 

the point of export licensing he specifies that his
 

export proceeds should be paid into his sub-account in BET'S
 
at 


external account for SCRS.
 

foreign exchange procceds from the exporters
V.1hen the 


overseas sale ace received, they are then distributed
 

a formula which channels :according to 


ro the company 
imported 

the full Seed Carital amount 	 back 

sub-account, to replace the funrls used for 

inputs and to be revolve-'d in rhe firm's next export 

production cycle; 

35% of the surplus fornign exchange earnings (toral
 

proceeds less Seed Capiral) ro th ce,:lany's
 

ro be used for
sub-account as a rerained amount, 


domestic marker production, if
import of inputs for 


the firm so desires:
 

25% of ihe surplus foreign exchange earnings to the
 

overall PET external account 
ro be used as Seed
 

Capital by new entrants to SCS (the contributing
 

company is refunded in Tsh);
 

40% of the surplus foreign exchange earnings to the
 

Bank of Tanzania's general foreign exchange pool (the
 

contributing company is refunded in Tsh).
 



EXIBIT V - 5 

7E TNZANIA SAMPLE OF E FI 

rzii ig~P~fCWLE~~rs ~~P ISIZE 
FIM Noe PP NCPLEz PFCDUCIS mu , 

( Private) 
ui rm 

TOW 
um (Us$ '000) 

Eqxrt 

Ti 
T2 
T3 (a) 
T4 
75 
76 (b) 
T7 

8 
79 
Tic 
TII 
T12 
T13 
T14 
T15 
T16 
T17 

Minina 
!anufacturina 

I.arufacLurin. 
.anfacturina 
Agro-)Cocessing 

ranufacturing 
lNaufacturing 
Manufacturina 
Aqro-processina 
Agro-pzoessing 
Aro-p:ocessing 
Agro-pfocessing 
Agro-processing 
Manufacturing 
?IWnufacturing 
Agro-processino 
Manufacturing 

Rock salt 
Duplex board, sisal, raLies 
Table .are, sanitary ware, wall tiles 
Dry-cell batteries, radio cassettes 
Cottonseed cake and oil, cereals 
Playtic piping, packaging, containers 

.texiles, cotton yarn 
W.ttle extract 
Sesame seeds, beeswax, seedieans 
Prawns, lobster 
Coconut oil, & fibre, copra cake: dairy cheese 
Parquet flooring 
Tea, cinchona 
Vehicle radiators 
Bed linen, kitchen linen 
Sisal fibre, tea 
Grey cloth, terry toweling, cotton drill, 

lo0o 
10.5 (28% foreicn) 

.arastal 
100t (1001 forei.n) 
100% 
parastatal 
100% 
l109 1679 foreian) 
100% (33% foreian) 
100% 
100% 
100% 
1004 (100% foreign) 
100% 
1001 (92% foreign) 
100% 
100% 

230 
7 350 

5 253 
2 800 
3 150 
2 15 

840 
4 000 
1 050 

330 
370 
440 

8 400 
880 

2 350 
960 

4 200 

-
1 200 

-
-

1 000 
-

315 
3 800 

380 
330 

-
220 

7 000 
770 
250 
300 

2 000 

65
1 570 

500 
450 
200 
280 

1 500 
50 
15 

300 
10 

5 000 
215 
400 

1 700 
700 

t-shirts 

(a) Iiroqoro Ceramic ware 
(b) Targanika Tegry Plastics 

Source : Tanzania PERF Sirvey Data 
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hujlr., cycle r.imie, anu irs J% rerelirion amounrt, rhe latter 
designed to be an incentive for exporters. ny earning retention
 
foreign exchange through SCRS, the exporter can import raw
 
materials for manufacture of products to sell in the domestic 
market where prices are higher, thus enabling him to achieve
 
higher Profits to compensate for '.he lower margins at which he
 
must sell in the more competitive export marker..
 

The 47 current member companies of SCS have in total accounted
 
for about US$ 3.3 million in Seed Capital. However, it is notable
 
that overall, SCRS performance has been some'i.har, uneven; between 
SCRS inception and March 1908 :

26 companies have been allocated USt 2.3 million in Seed
 
Capital and have generated Usf 7.3 rfilJien in export 
proceeds (ratio of I : 3.2);
 

21 companies have 1-een allocated USt 1.0 million in Seed
 
Capital and have generated no export proceeds.
 

A.ditionally, ir appears rhat firms' !7CPP ex?orr targets generally

exceed export performance by a wido rargin. !,earons for this 
shortfall in rerformance 
are unclear. Ir ha:: heen suggested rhar 
the I1F in 7:orld sank fiscal and crrndir cntrrol reasures for 
Tanzania under CRP have given rise ro sev'r local currency
liquidiry prnlems for many firmr, in,! hay, boosted overdraft 
investment rares as hiah as 31,. As a reril',, virrually all SCRS 
cor-f[anies are reported to have oncounrered vcriotus financial 
rcifriculries, inclli.dinv inabiliry ro .' rke required cash cover 
in Tsh for see,.1 cai-iral.tlso performance rariort-s have often 
siioulraneously !ep-n,ee1 rn separir. r, ,iirijnInl foreign exchange
allocations for canrial equipi!rnr, allccnrians 'which may not have 
been forrhcoing. Finally, export rar,'et-s may simply also assume 
unrealistic export marl:ee penetration. 

C. TANZANIA SURVEY APPROACH 

1. The Tanzania Sample
 

Ill Tanzania a roral of 17 firms ,arriciratr! in ,he PERF survey.Two additional firms also agreed rn -arricir,;.re ann received 
questionnaires and initial briefinrig nrervie.is, hur to date have 
nor returned information solicited.
 

The principal characteristics of the sample of firms are outlined 
in Exhibit V'.- 5.
 

It is notable that
 

Fifteen of the 17 sample companies are privately owned: the 
two parastatal firrms (Plorogoro Ceramic MIare and Tanganika 
Tegry Plastics) were identified by the Center for
 
Privatization for inclusion in the sample.
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The sample represents all three exporting 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 itema 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 revolving Scheme
 

experience for Tanzania, the sample was also designed to include
 

five firms which participate in that scheme. of these four have
 

actually exported using SCRS resources to finance inputs, while
 

one (Morogoro Ceramics) has failed to do so.
 

2. Tanzania Sample Selection Methodology
 

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

4 000 registered exporter firms in Tanzania both,
 

producer-exporters and trader-exporters. This number may be 
an
 

overstatement, certainly with regard to currently active
 

exporters. However, there is no accessibl llsr of present
 

exporter firms. BET is now in the process of preparing a
 

directory of major exporters, but it is not yet complete. Hence,
 

in the absence of an opportunity to adopt a more objective method
 

(eg random drawing of names of exporter firms from a masrer
 

register), the following procedure %*:as usec2 ro identify a
 

representative cross-section of the universe of potential PERF
 

users -:
 

Firstly, the DH&S survey team consulred wirh the Boards of
 

both External Trade and Internal Trade, ihe tiational Bank of
 

Commerce, the Bank of Tanzania, the Chamber of Commerce and
 

the Tanzania Customs and Tax authorities 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;
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sources was reviewed in
Information from all these 

a list of 39 manufacturing firma reported
conjunction with 


by our subcontractor I:MII Development (Pvt) Ltd to have
 

been enrolled in the Seed Capital Revolving Scheme as of mid
 

1987.
 

Secondly, a worksheet was developed ranking, by export
 

value, the 36 different commodities and products identified
 

by the BET as accounting for Tanzania's revenues 
from
 

1986 and 1987 (see

domestic exports for the years 1983, 


Exhibit V - 3 above). In consultation with officials of the
 

Internal and rxternal Trade, this worksheet was

Boards of 

then reviewed to identify those commodities and products
 

largely handled by parastatal enterprises
whose exports are 

or through government marketing agencies (eg coffee,
 

the remaining major Oprivate-sector
pyrethum). Next, for 

products, the previously
-dominated" commodities or 


again examined to try
developed lists of exporters were once 


to pair "represenfative" exporter firms with major export
 

items.
 

list of firms and private
Thirdly, within this general 


sector export commodities, a more narrow list of sample
 
least
firms was cons'ructed, by selecting a minimum of at 


one priority company to be inrerviewed tor each recorded
 

major export commodity or product. In view of time
 

constraints and for ease of intervieving, 6l1 sample
 

companies selected were located in rhe greater Dar es Salaam
 

area, with the exception of those concerned with sisal
 

in Tanga. The
enterprise, which were based 

"representariveness of this final sample was confirmed
 

initially with BET officials, anrd was discussed later 

times with various senior executives interviewed inseveral 

he survey for further insights.
 

believe rhat the Tanzania sar-ple selection process,
Ultimately, we 

of
yields a reasonable cross-secrion of rho ryFe firms which might 

be expected to be potenrial PUPF uscrs. 'oreover, in the 

selection process w.e consciously tried to represent the widest 
sector. particular
variety of conditions in Tanzania's export 


selecting certain firths associated with
attenrion was accorded ro 

in recent years (eg
commodity/products showing relative growth 


textiles, wood products, fish proditcts, zee-beans) on the theory 

these represented expanding export o[porruniries where an
that: 
rei ,fuice momentum. Care wasinfusion of foreign exchange might 

also taken to select firms associated with commodities/products 

whose export value had shown serious decline (eq batteries, corton 

the theory that rhese might represent areas whereand seedcake) on 

foreign exchange constraints were responsible for poor
 

performance. Also, a representation of the SCRS experience was
 

also expressly included, as noted earlier. Finally, firms were
 

also selected to represent categories of manufacturing,
 

agro-processing or mining operations, believed to have export
 

potential, but not specifically identified in the BET statistics
 

of existing major commodities. Firms representing radiator
 

manufacture, coconut oil processing and salt production are
 

examples in this regard.
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3. Conduct of the Tanzania Sugyey
 

The survey questionnaire was delivered to each of the companies
 

in the sample list, and discussed with a senior executive. In
 

some cases the questionnaire was left with the company to
 

complete, and collected at a later date. in other Gases it was
 

6laeted at the time of the DBR6 team's firet visit.
 

in all cases the results of the questionnaire were reviewed with
 

the.companies and additional information and explanations were
 

solicited.
 

In some instances, it emerged in the initial encounter with the
 

proposed firm that, contrary to BET/BIT advice, the company in
 

question was a private/public sector joint venture, 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 potentially important future export
 

activity, in prelimanary meetings with a proposed sample firm it
 

became clear that no foreign exchange financed-inputs were
 

required for the operation. The firm and the export commodity
 

were therefore dropped from the sample.
 

4. Limitations of the Tanzanla Survey
 

The Tanzania survey was conducted in an informal interview-based
 

manner, despite the use of a formal questionnaire. This approach
 

enabled us to gather important qualitative information which may
 

not have been forth coming in a more rigid formar.r evertheless, 

we underline that the survey has certain inherent limitations :-

The survey exercise is impressionistic. For example, the
 

export targets cited are generally the opinions of persons
 

interviewed, and are not necessarily based on carefully
 

considered ana.-ysis of company prospects. levertheless,
 

each interviewee was a senior executive of his company and
 

presumably able to provide a reasonably authoritive
 

perspective.
 

It turned out to be extremely difficult to define the
 

overall universe of private sector exporters in Tanzania,
 

euen with assistance from knowledgeable officials and
 

businessmen . :ience, quankitat-ive exrrapolation from sample
 

firm-data to the export sector as a whole is problematic.
 

Due to the nature of our approach 'o sample selection, we
 

may have captured relatively larger, more established firms
 
in cur survey. Additional time and resources would have
 

been required to first define and then identify relatively
 

newer smaller firms in the context of respective export
 

commodities.
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- 6EXH1IBIT V 

2TsW.ANIA SAP'LE Cr FIM: MIR=~' NET ICEM IN E3G'CIr WiFIS ASMWh CIM3ITCN 
_ _FREELY AVArIAM F E FM 3 CF IMIarp INPUS 

Snr Prit. Nmte Code Base case (a) Best Case (b) Net Increase (c) 
1989 1993 1989 1993 1989 1993 

0240 
0360 
0542 

Dairy cheese 
Praws, lobster 
Seedbeans, pulses 

TI) 
TIO 
7U9 

-
390 
450 

20 
490 
450 

-
432 
450 

20 
1 700 

45r 

-. 
42 

-
1 210 

0741 Tea 
705 
TIG 

300 
370 

300 
570 

2 ."MI 
401) 

2 00(1 
1 150 

1 7(M 
30 

1 7K, 
581 

0813 Oilcake 
T13 
705 

6 300 
700 

7 600 
700 

6 300 
3 000 

7 600 
3 000 2 

-
300 

-
2 300 

2483 
2654 

Parquet flooring 
Sisal fibre/pulp 

709 
T12 
T16 

50 
1 300 

129 
5 

50 
100 
437 

50 
1 300 

129 

50 
5 100 
874 

-
-
-

-
-

437 

2659 
2783 
2929 
42XX 
4314 
SM2 

Coir fibre 

Ro& salt 
Gumarabic 
Vegetable oils 
B1ia 
attle 

702 
Ti 

T01 
T09 
TIl 
09 

Ma 

1 000 
-

220 
50 
35 

150 
4 375 

3 000 
-

255 
50 
35 

150 
4 375 

1 000 
60 
500 

50 
35 

150 
4 375 

3 000 
150 

732 
50 

100 
150 

4 375 

-
60 

280 
-
-
-
-

-
150 

512 
-

65 
-
-

541X 
6417 
65.CC 

Cinchcna 
turAex (pup) board 
"xtiles, fabrics 

T13 
2 

IM 

150 
1 500 

315 

150 
1 500 

315 

150 
2 000 

900 

150 
2 000 
1 350 

-
500 
585 

-
500 

1 035 

6513 
66xx 
6624 
7621 
7781 
Sul 
893k 

Cotton yarn 
Ceraic ware 
Wall tiles 
Radios 
Batteries 
Radiators 
Plastic products(MCAEP) 

TI 
T15 

03 
703 
I4 
T4 
T14 

06 

2 000 4 000 
263 319 
225MT 650MT 

41 000 Units 
5 000 Units 

2.88 irn Units 
825 1 250 

- -

2 

1 

000 4 000 
600 729 
500nr 9001r 

52 O0 Units 
5 000 Units 
23 mn Units 

825 1 250 
175 1 720 

- -
337 410 
275MT 40OM 
11 000 Units 

-
20 m Units 

0 0 
1 175 1 720 

(a) 'Bae Chse" assumes a contination of present conditions of foreian exchanae availability for irported inputs.(b) 'Best Case smes conditions of freely available foreign exchange for imnrted inputs.
(C) 'Net. I.crease equals "Best Case* minus *Base Case'. 

Source : hIS based an Tanzania PE=t survey data. 
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muzl" V - 7 

WoiA ra w rin: 1N1JIC a @L m rm pow immun 

VFas" mb V 
-OM F3:M ~ tPRM s (a) GUTm Vaue(b) cycf Not Val.. (c)

(R-'o0) Tim (tS*,oo)
 

011 27r7 -c 
IMM M E=l~9 9.9 (Ptntto) 1989 1M9Smlt 280 512 10 awes 28417 Db 51 4 101a d 5w0 S0 17 

23 66= 
55 raw material(chn pulp) spares 275 275Cztemic w 275M? 40OWN T 7 160 160raw nmoerials (glaze) spares6624 teal tiles 32 46 5 1411 0g0 wits 140.74/M2 20 

1N raw m -erials (glaze) spuxes 87781 vattares B 520 Wi Units U1S1.88/un rw materials, spares 
4 4 

75 o42 1 600 1 600 3Swsmu4o es 1 700 1 700 400 40020 spares (including transort) 3400813 Oik1w 1 40) 1 400 340 9 255 25520 sparesM 0 280*93 Plaic pw u 1 17. 1 720 80 280 9 210 210raw materials spares107 anX " i'm 940 1 376 6, fabrics 5(5 1 035 470 68812 packaing, sparesTic 0360 PIn, lab r 42 70 125 4 24 421 210 U*1O.OO/yr ofesTLI OM Daiy d 10 10 3 4 430 raw mAt-ials, spares -M5 WEMOM 60 I5 20 6 - 1010 642 Vpteci 
aMes 15 6 3I - 65 29 3 raw ostaLals, spares115 4513 Gak' ymn 377 410 - 19 6 - 931 rm aterials, saresIf1 0741 Two 105 127 8 7030 580 17 85ckang, spar s 5 100 63=54 Mi abre- 3 50437 10 

- 44 6 

1 627 194 

(a) fPomo Iibit V - 6 
Mb Dwot 0t=wt Won vat Incras in zqxwt 7ugstC) aum ,o noaditor mr dvided by Cycle Tim 

a: =3 .by on Tumda amvin.d a 
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einaiiy, among sample tirms inrervlewEJ it should be emphasized 
that we encountered a fair degree of uncertainty and caution
 
regarding future business conditions in Tanzania. In this climate
 
it was often difficult for businessmen to try to think in
 
Fractical terms of their needs from a perspective of 'freely
 
available foreign-exchangel. To the extent that they were unable
 
to do so weakens the reliability of their survey responses.
 

D. TANZANIA OF SURVEY RESULTS
 

1. Estimate of Demand for PERP in Tanzania
 

Based on the results of our survey, DI&S believes that the 
effective demand for a PFRF may be prudently estimated at about 
US$ 3 million initially (1q89), rising to about US$ 12 million in 
its fifth year of operation (19q3). This estimate derives from 
both our survey data and reflection on the experience of 
Tanzania's Seed Capital Pevolving Scheme. The esrimating 
procedure we employed to arrive at this result involves several 
stages :-

It 	 Firstly, we summarized the 'Rare Case" and "Best Case" 
export targets citedl by the Tanzania sample firms for the 27 
commodities ant] products they export. The "Base Case' 
targets assume exportino under roughly a continuation of the 
present condirions and sources of foreign exchange for 
imporred inpurs, W-ile rhe "Pesr Case" rarcgers assume a new 
PFRF-like siruarion of "freely available foreign exchange' 
for imporred inputs (Exhibit IV - 6). 

Secondly, we computed the 'iler I cre-se" berween the two 
cases (Exhibit TV - 6). These ligurc," represent the net 
increases in future export revenue rarqers a-iong sample
 
firms given rhe assump ion of condirions of "freely 
availarle foreign exchangje". Ir i',- noiable that several 
firms inlicato,' thar condirion! of fr'-,,y available 
foreign-exchan,}e-f(.r-inpurs :ouil h.v no ir'acr. or their 
future exporr rargrts for a qiver:n tr,,.lucr, suggesring that 
other factors in ardition ro short-aces of foreign exchange
 
for recurrent inpurs constrain Tanzania's Pxport sector.
 

Thirdly, where survey respondents projecterl a "tler. Increase" 
in export targets tinder condirions of freely available
 
foteign exchange, ,.,e rearrangedl the nrr]ucts concerned by 
the firms which export rhen. 'ex r, fret the survey data we 
identified the estimated import contenr for each "fPet 
Increase' product or commodity and highlihred the nature of
 
this import content (EXhibit V - 7).
 

It Fourthly, using those imnrort con-enr proportion factors, we
 
computed the value of the import-ed com[ponent of the 'iler. 
Increase' in export targets under conditions of freely
 
av.ailal~le foreign exchange for inputs. This we consider to
 
be projected gross demand for PERF among sample firms on an
 
annual basis. Note that this gross demand is computed for
 
the initial year "'989) and final year (1993) of the
 
projection period (Exhibit V - 7).
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Finally, we recall that in a year the gross demand for PER?
 

foreign exchange will be met by a cycling of PER! resources
 
one or more times. 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
 
gross demand for PERF by these cycle time factors. The
 
results are shown in the O"et Value" column under the
 
Projected Demand for PERF of Exhibt V - 7. These figures
 
represent the nominal net demand, after the effects of
 
cycling, that sample firms would have for PER! resources as
 
a supplement to their existing channels of foreign exchange
 
to purchase imported inputs for export production.
 

In sum, in the initial year of the projection period (1989), we
 
com~pute a nominal net demand of US$ 1.6 million for PERF on the
 
part of sample firms, while in rhe terminal year (1993) this
 
demand rises to US# 2.0 million.
 

Sample Firms' "Effectiveo-Demand for PERF
 

Reflecting on the Tanzania Seed Capital Pevolving Scheme
 
experience, weassume that in any one year the 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 they wish do so without acting -- will
 
be at the SCRS norm. At present, a bit mor" than half (55t) of
 
SCRS firms are actually drawing upon SCR! and exporting, and the
 
balance (451) are not, despite the export targets specified in
 
their SCRS contracts. Our estimate of "erfective" demand for PERF
 
among sample firms is therefore a rounded-off 60% of the stated
 
nominal demand for the fund in each year. nn this basis sample
 
firms' effective demand for PPPF will be about Us$ 1 million in
 
1989 and US 1.2 million in 1993.
 

Estimated Total Effective PERF Demand
 

The size of the universe of potential PERF user-firms in Tanzania
 
is unknown. It is therfore difficult ro extrapolate the effective
 
demand for PRRF estimated among sample firms to an overall figure
 
representing the effective demand of all users. We have
 
nevertheless estimated the total effective demand for PERF in
 
Tanzania to be about US$ 3 million in 1989, and about US$ 12
 
million in 199Y.
 

We arrive at these figures based on two assu,:,ptlons. Firstly, we
 
assume that initially (1989) the size of total PERF demand will be
 
about three times the effective demand estinated for the Tanzania
 
sample in 1989 (3 x us$ 1 million or US$ 3 million). Assuming a 
tripling of th- turvey 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 latter's longer 
cycle times than SCRS, which would mean the ability to attract a 
wider range of firms. Also, a PERF startup in 1989 would benefit 
from somewhat more favourable economic circumstances than did SCRS 
in 1985. 
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E HIBIT V - 8 

DISTRIBUTM CP POa 1= 70L EFFEIVME DMA FUR PF 
IN 7ANZAIA BY SWIMt3, CWIIP AND FIM SIZE 

(US# Million) 

M C SHIP FII SIZE 

1989 1983 1989 1993 Enplaees 1989 1993 

less rhn 100iminimal minimal 

Agro-prc-essing C.9 3.C Privare Sector 2.1 7.7 101 - 500 2.7 10.6 

anufactairing 2.1 0.4 Public Sector 0.0 4.3 501 - 1000 - 

tui.ng minimal minin'al over 1000 0.3 1.4 

3.0 12.0 
 3.n 12.0 
 3.0 12.0
 

Source: th&S based cn Idcibit V - 5 and V - 7 
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Secondly, we assume that over the five years to 1993, total
 

effective demand for PERF would increase to a level equivalent to
 
10 times the -.nount 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 within the Tanzania sample -- modest rise
 

over time -- this growth path would appear realistic. Such growth
 

implicitly assumes that general economic conditions allow more and
 
more firms to become active in the export sector, rather than
 

relying an expansion from existing exporters alone to generate
 
incre&ases in demand for PERF.
 

Total Effective Demand by Sector-Owned and Firm-Size
 

We assume that the overall demand pattern for PERF on a sectoral,
 

public/private ownership and firm-size basis will reflect the
 
distribution of these characteristics among the firms generating a
 
demand for PERF in our Tanzania sample. The major elements of "
 
this distribution are outlined in Exhibit V - 8. 1ote that, like
 

our own sample, the bulk of effective demand for PERF resources
 
are likely to arise from manufacturing firms, privately owned
 
firms, and firms in the range of 100 to 500 employees.
 

We recognize that the Center for Privatization has certified two
 
parastatal firms for immediate participation in PERF. Ile assume,
 
however, with future privatizatlon activities in Tanzania,
 
additional public sector firms will emerge which would be eligible
 
for PER? and which would have a need for PEFP .esources. Hence in
 
our extrapolation from sample to toral user ropulation we assume a
 
constant public sector share in PERF demand ro represent these
 
future additional eligible firms.
 

A Cautionary Note
 

The estimation procedure employed above is reasonable.
 
flevertheless, we emphaasize that its resulr !7hould be treated
 
with caution, as rough, order-of magnitude numbers. Wle note, for
 
example, that two firms (auto batteries and plasric products)
 
account for over 50% of the sample's effective demand, and that
 
one of these firms has never exported before. Hence, 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 the population would
 
be altered substantially.
 

2. Ipport Content and Cycle Times
 

.Wro1x1Content
 

ccording to our survey data, the total range of Import content
 
proportions of exports to be granted under a PERF facility runs
 
from about 10% in sisal fibre and coir fibre production, (mainly
 
for spares), to as high as 80% (raw mat-crials and spares) in
 
plastics manufacture. Exhibit V - 7 presents these proportions
 
for survey products. Estimates of import content in the
 
agro-processing sector run in the range of 10% and 30%, again
 
largely for spare parts, packaging or raw materials. In the
 
manufacturing sector the range runs from as low as 12% to as high
 
as 80.
 

The importance of spare parts as an imported input must be
 
underlined. Spares were emphasized by every firm in our sample as
 
a key element of import content for export production.
 



Cycle Times
 

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

Exhibit V - 7 provides details. We encountered some difficulties 
with our sample firms in measuring the concept of cycle time. 
Several firms -- especially those for which spare parts form the 
major imported input items -- found it hard to 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. 

3. Important Qualitative Findings for Tanzania
 

This section summarizes important qualitative information produced
 
by interviews. Under each headling, findings are listed in order
 
of importance, as measured by rhe number oF companies offering
 
given comment.
 

Current sources of foreign exchange
 

Firms draw upon four sources of foreign exchange for imporred
 
inputs :

* the various parts of the Export Retention Schemes; 
* the SCRS; 
* the Bank of Tanzania; 

* aid money provided by donors (import support programs). 

Vio firm cited the "own funds' program as a rource of foreign
 
exchange.
 

Constraints to exporting
 

The firms surveyed cited eight facrors consrraining exports 

The'lengrh of rime taken ro approve foreign exchange 
applications. Protracre,] delay., or,rij es lead to the 
deadline dare for an export order xmirinq before the raw 
materials are obtained. This is rirricularly a problem for 
companies who have not exporteil in rhe.'rasr. Such firms 
often have rn produce a confirm-d eFrorr order before 
foreign exchanae will be granre,1. 

The high level of transport cosrs within Tanzania, which 
undermine export competitiveness.
 

The need for new capital equipment, to replace current worn
 
out plant and machinery equipment so is to be able to
 
dompete effectively in the world market and to increase
 
production.
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I The difference between the official and parallel market
 

exchange rates. Exporters frequenrly have to pay for raw
 

materials and labour at the parallel rate, and receive
 

payment for exported goods at the official rate. This makes
 
them non-competetive on the world market.
 

Poor local liquidity conditions, compounded by the Bank of
 

Tanzania's decision to not give working capital loans to
 

companies which import raw materials under the various
 

retention schemes.
 

* Exporters' lack of knowledge about potential export markets. 

It The shortage of skilled and unskilled labour willing to 

work. Often companies need foreign exchange to be able to 

import essential commodities and transport ro provide 
compensation incentives to their worers. 

Other 	significant factors also cited are :-


I 	 The need for exporters to sat-isfy rho domestic market. In 
many cases domestic market profirs .re used ro subsidize
 
prices in the more competitive exporr r,ar!:-rs. Imported raw
 
materials and spare parts are therefore needed for domestic
 
market production.
 

The current interest rare in Tanzinia is in excess of 25%,
 
and many companies cannot or do nor horrow money at this
 
price to increase Producrion.
 

The exchange risk of borrowing for-i,in currency is a great 

obstacle for Tanzania firris. The problei is parricularly 
important where a company is inporrini -nd expnrting using 
different currencies, for example enrecially where imporrs 
are paid for in hard currencies and ex[orrs in PTA 
currencies. 

The following recommendations for operation of PERF were offered
 

by companies interviewed.
 

* 	 Fund opertions should be simplo ani 'juick-moving. 

It 	 Funds should he made available for rhe import of capital
 

items.
 

I 	 Financing under rE-' should be available at a concessional 

rate of interest.
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Foreign exchange should be available for indirect
 

Currently only direct exporters are allowed to
 exporters. 

use in purchasing imports.
earn retention currency for 


Firms that produce goods for the internal market sale for
 

not allowed
processing and export by a different company are 


any foreign exchange eventually earned
 to retain a share of 

for sisal spinning, or
by their outputs (eq sisal fibre 


packaging for export products). Such companies also have a
 

of raw materials
need for foreign exchange for the purchase 


is that such companies may be
and spare parts. The result 


production in unprocessed form to
foreed to export their 


obtain foreign exchange, thus starving the domestic
 

processing market of raw materials and denying Tanzania
 

value-added.
 

Foreign exchange should be available for travel to potential
 

foreign markets for client 'prospecrion'.
 

a larger foreign exchange retention
PERF should provide for 


than is currently allowed, 
to make participation attractive
 

their foreign exchange
to the companies who currently meet 


requirements from other 
sources.
 

Summary of Selected Industry Findings
 

Tea
 
of their output to the Tea
 

Tea producers are forcud ro sell 30% 

remainder
iarketing Poard (a parastatal). They can sell the 


fuel must be purchased locally.
privately. All fertiliser and 

for purchase of spare
The main requirement for foreign exchange is 


parrs and new capital equipment.
 

Wattle
 

The trees 
from which warrie ext-racr in obtained are grown
 

r.o a solid form or to a
is refined, either 


pot:der. For the producrion of rowider, certain imported chemicals
 

Other than this, the irportanr requirement is for
 

locally. The extract 


are required. 


spare parts.
 

Textiles and Cotton Yarn
 

Cotton is grown locally, and is rurcha~ed from the Cotton
 

for foreign
Harketing Board (a parasrotal). The 	requirement 

new capital equipment,
exchange is to purchase spare parrs, 


packaging materials and dyes. -.ore value ad.led could be generated
 

other capital equipment could be purchased.
if new machinery and 


Sisal Twine and Fibre
 

Sisal plants are grown locally and processed initially to produce
 

The import
sisal fibre, and subsequently to produce twine. 


for spare parts
requirements for the production of the fibre is 


Vhe sisal fibre production
for farm machinery. Spare parts for 


machinery are available locally. Fertilisers are also available
 

locally.
 

Sisal Pulp
 
Some of the chemicals used in the p~oduction of sisal pulp are
 

imported. The spare parts for the machinery can all be
 

manufactures locally.-
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Salt
 
Foreign exchange is required for the purchase of spare parts for
 
the machinery which extracts salt from the sea. In order to
 
increase production beyond the present capacity, more capital
 
equipment would have to he purchased. This would require foreign
 
exchange.
 

Fish Products
 
Fish products are usually exported without further processing,
 
except freezing. The main requirement for foreign exchange is for
 
the purchase of new capital equipment (eg trawlers and
 
refrigerated lorries) and spare parts for this equipment.
 

Cotton Seed Cake
 
Cotton seed cake is a by-product- of Pdible oil exrraction which is
 
produced for the local market. The ronuirement [or foreign
 
exchange is for new capital equipment and spare parts for the oil
 
pressing machinery.
 

Seedbeans, Beeswax and Gum Arabic
 
The raw materials are grown locally, and are purchased either from
 
cooperatives or from farmers. In many cass t-hey are exported
 
without further processing and thus have no requirement for
 
foreign exchange. If seedbeans are processed1 fu-rher (shelled and
 
split) the requirement is for the purchase of spare parts for the
 
machinery.
 

Batteries
 
Many of the raw materials for the producrion of bat-teries are
 
imported. There is a shortage of foreign exchange for this.
 

Radios
 
Radios are imported in kit form and n-~eeL'! locally. Foreign
 
exchange is required for the import nf thrc kirs.
 

Radiators
 
Foreign exchange requirements arn for rat: varrials and spare
 
parts. The firm inrervicwed (a ne;,iber of sci-r) says it has no
 
problems getting foreign exchange.
 

Plastics
 
Chemicals required for the manuifacrur.' of [,lasric products are 
imported. There is also a requiremenr for rhe purchase of spare
 
parts and new machinery.
 

Ceramics
 
The chemicals for producing the olaze are all imported. There is
 
also a requirement for foreign exchange for the purchase of spare
 
parts.
 

Duplex Board
 
The chemical pulp used in the production of duplex board is
 
imported. There has been an attempt to proLluce the pulp locally
 
from sisal, to eliminate this foreiqn exchanae cost. However it
 
was found that the sisal pulp produced ferclied a higher price on
 
the export market than the cost of the chemical pulp. Hence the
 

sisal pulp is exported and the chemical pulp imported. There is
 
also a requirement for spare parts.
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Coconut Products
 
The requirement, for foreign exchange is for spare part.s.
 

Wood Products 
The company inrerviewed hires all ifts capital equipment from a 
parastaal company. It rherefore has no requirement for foreign 

exchange. However, to increase product-ion, 'he company would 
have to purchase its own machinery, and i-hus has a foreign 
exchange requirement for capital goods and spare parts. 
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CHAPTER VI
 

Zl-BAP.E COUN'TRY SURVEY 



CHAPTER VI
 

ZIMBABWE COUNTRY SURVEY
 

A. EXPORT SECTOR OVERVIEW
 

1• Macroeconomic Context
 

is the largest, most
With the exception nr Fouth Africa, Zimbabwe 


diversified and sophisticated economy in suh-raharan. Africa. Gross
 
million (Z$1 200 million)
domestic product (CDP) totalled U.Sk5 320 


in 1986, or IJS$700 in per capita terms. ranufacturinq constitutes
 

the largest sectoral conponent of rho econniny (309 of total GDP) 

followed by public admini-tration includinri health and education 

(15%); trade, hotels and restaurants (13%)1 anriculture (11%) and 

mininq (7%).
 

The main manufacturinq industrien are iron, screl and metal
 

fabrication (23%); food lrocessin'3 (217): textiles, clothina and
 

footwPar (19%); chemicals and ntrrochomicals (159); heveranes and
 

tobacco (7f). flineral producrs incli'!e aslr-stos (159); coal and
 

(7%) and chrnln- orn (r,). zimhahwe is
nickel (9% each); copper 

essentially self-sufficient in its fool rro.lt'itionr, with the major 

airicultural products beinci to"hccn (26. nf total value of 

aoricultural production marker,,d). '-nrf (2n7). suuar (l3'); cotton 

(12%): maize (10%) and dairy proluction (''). Ta, coffee, wheat 
-


an,! snya beans ire orher significant cror. , :'iile a wide rane of
 

horticu tuIral rroduce is iIso -ro 4r.
 

Sh,, !-anufacturing soctor is not:orthy for i ,s rane and diversity, 

wirh a siuinificint nroducr.ion of inter.-di:ir. an(! ca!ital noods. 

'r',r" is a rro,;minance rf priv.ate o%:nerrhit', -,:ti'-ated rQo account 

for Wr% of minufacturino -urr-jvv JrIt. ir: ,)vrrn7rnr. rolic' 

objective to reduce the |1.'el 'f for,i'n rnnrrol. -stinates of the 
an,' firm "withextent of fore-iJn ownership vary id,,",. I-- vi IIv, 

more than 15% P'quity in foreigin hand!c is !(.finrd as "Foreign 

owned", which definition would once racs ' 'il) k of industrial 

firms. Pasod on actual shareholdina., th,- C'onfoderation of 

Zimbabwe Industries (C7I) esti-atr..s forni,in ronershir to t, in the 

recion of 30% to 60*.
 

industrial activity is hinthly concrntrate,! in rrnin o[ both nroduct
 

and location. In 1982, some "r1 of 6 Wlin i,!rnuifiable Froducts
 

heinq manufactured under monopoly/oti .orolycntlitions (at
 

most, three firms). Geographically, Iroduction is concentrated
 

around the main urban centres with the carit3l city, 1larare,
 

were 


accounting for 50% and nllawayo, th second larmest city,
 

accountinq for 25% of output and ernoloyment.
 

Investment levels in manufacturina last re-iked in 174/75. In
 

recent years the level of investment has been low. 40% below that
 

in 1980/81 when government increased the foreian exchange
 

allocations for investment purposes. "!uch of the manufacturing
 

sector's plant and equipment has outlived its economic usefulness
 

and is therefore, inefficient.
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EXHIBIT VI - 1
 

ZIMBABWE : GROSS DOMESTIC PRODUCT, IMPORTS AND EXPORTS (1984-1987)(al
 

1984 1985 1986 1987
 
(esc}(b)


Gross Domestic Product
 
expressed in Z m 
 5 952 7 303 
 8 232 0 640

expressed in US 
 m 4 672 4 717 4 800 
 5 109
 

Imports

expressed in 4 m 1 201 1 447 1 6,0 1 660

expressed in Us$ m 
 943 935 956 981
 

total relative to GDP 
 20.2% 19.8% 19.9% 
 19.2%
 

Exports, excluding gold sales
 
and re-exports
 

expressed in 
Z m 1 271 1 5d5 1 700 2 106
 
expressed in USt m 
 998 93Q 991 1 245
 

total relative to GDP 
 21.4% 21.2Q 20.7' 24.4%
 

Gold sales
 
expressed in 
Z m 160 Iln 413 n/a

expressed in USI m 
 126 129 241 n/a
 

Pe-exor ts
 
expressed in Z7 m 
 22 51 
 57 36

expressed in US i- 17 33 33 21
 

(a) All values expressed in terms of current Prices.
 

(h) GDP qrowth in 1908 is forecast to he 5. (;Pporvo -i,,i: nf ZimbabweQuarterly rconomic and Statistical Pnvirow, !'ereinher/r)ecember
1987). 
 Import and export value nroj-ccions for 1997 based on ten
 
months' statistics.
 

n/a not available
 

Source : Central Statistical Office, Quarterly Digest of Statistics
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EXHIBIT Vl 	- 2 

ZIMBABWE DOLLAR (Z4) EXCHANGE RATES
 

Z Index of Forex Values
Mid-Year Foreign Currency Units per 

(4 for Spot Transactions) (1986 - 100) 

(July) 	 US$ £ DIM Pand ~jS F_ DM Rand 

1980 1,5781 0,6704 2,7711 1,2164 in 100 100 100
 

1981 1,3833 0,7427 3,4000 1,3173 89 111 123 108
 

1982 1,3072 0,7545 3,2249 1,49A2 83 113 116 123
 

1983(a) 0,9844 0,6455 2,6009 1,0801 62 96 94 89
 

1984 0,7850 0,6000 2,2720 1,2090 50 09 90 99
 

1985 0,6459 0,4534 1,8130 1,3276 41 68 65 109
 

1986 0,5831 0,3911 1,2318 1,5177 37 58 44 125
 

1987 0,5911 0,3711 1,0965 1,2260 37 55 40 101
 

1988 0,5700 0,3000 0,9600 1,2500 36 45 35 103
 

(flay)
 

(a) 	 Zimbabwe dollar was last officially devalued in December 1982
 

by 20%
 

Source Reserve Bank of Zimbabwe (PRZ)
 



EXHIBIT VI - 3
 

ZIMBABWE DIRECTION OF TR7,DE
 

Destination of Exports 
 Origin 	of ImportR
 

1985 1986 1987(a) 
 1985 1986 1987(a)

14M Z$i ZS m 
 0 M_ l 

United Kingdom 200 210 230 151 180 144
United 	States 
 126 	 97 131 
 14? 136 247
West Germany 153 146 226 
 ion 163 144
Italy 
 91 i00 Rl 
 44 70 59
 

Sub Total 570 553 677 442 549 
 594
 

South Africa 166 211 176 273 351 354
 

PTA/SADCC Trade:(b)
PTA/non-SADCC (1) 
PTA and SADCC (2) 
SADCC/non-PTA (3) 

18 
81 
99 

27 
70 

135 

r, 
7, 

187 

2 
41 
30 

4 
51 
78 

10 
41 
93 

Sub Total 198 232 3n1 82 133 144 

Other 611 704 723 r51) 607 570 

Total m
zI 	 1545 1700 l1q7 
 Ial/7 ]64, 162 
Total USt equivalent 998 991 111 r) 

(a) 	 rstimate; basis on 10 months trn staisticr. 

(b) flote: 

(1) 	 PTA/non-SADCC member stateil Purunmi, Co:rr-n, ri j!outi, Fthopnj,
Kenya, tlaur~itius, Ruwanda, Somalia, Uqanda. 

(2) 
 PTA and SADCC member states 
: Lesotho, Malawi, Swaziland, Zambia.
 

(3) 	 SADCC member states which 
are not mer-bers 
of the 	PTA : Botswana,
 
Liozambique, Angola, Tanzania.
 

Those countries listed above which 
are unr]erlinor1 denote Zimbabwe's
major trading partners within thp PTA/SADCC reaion.
 

Source 	: Central Statistical Office, Quarterly B3ulletin of Statistics.
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Utilisation of plant capacity varies tremendously, depending on the
 
availabilicy of raw materials and spares for maintenance. A recent
 
World Bank review of the industrial sector estimated that, on
 
average, capacity ucilisation was 80%. From this it was concluded
 
that 'with the sector working close co full capacity, any prolonged
 
export drive would soon fizzle out unless sustained with near term
 
investment." (world Bank Industrial Sector memorandum, may 1987).
 
Sectors which have exhibited a sharp, upward turn in exports have,
 
or are planning to expand (e.g. textiles and garment trade,
 
furniture manufacture, railway equipment).
 

National imports and exports relative co GDP over the past four
 
years are detailed in Exhibit VI - 1. Total imports for 1987 are
 
estimated co be about US$ 1 billion or less then 20% of GDP,
 
.ompared to 25% GDP at Independence (1980) and 34% GDP prior co UDI
 
(1965). Over the period considered (1984 - 1987) the local
 
currency value of imports rose 38% but, when expressed in US dollar
 
terrs, imports rose by only 4% or 1% per annum, illuscrating the
 
ticht control exercised over imporcs and the effects of
 
devaluations.
 

Domestic exports, excluding gold sales and re-exports, are
 
escinated to have tocalled US$ l.: billion in 1987, or 24% of CGP;
 
comnared to 24% at Independence. Expressed in Zimbabwe dollars,
 
the value of exports increased 66% during the four years presented;
 
expressed in US dollar terms, exports rose by 24% or an average
 
rate of 6% per annum.
 

Durinc the 1984 - 1986 period, the increased volume of exports was 
insufficient to offset the effects of a weakening Zimbabwe dollar
 
(Z), and the slump in the major commodity markets. This is
 
illustrated by the decline and partial recovery of the US dollar
 
values. Recently, the 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 growth 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 Exhibit VI - 2.
 

Since Independence (1980) Zimbabwe has officially devalued only
 
once, by 20% in December 1982. However, the currency has been
 
allowed to float and ac present is 55% - 65% weaker against the US
 
dollar, pound Sterling and Deutsche mark. The Zimbabwe dollar has
 
fluctuated against the South African rand, and is currently
 
marginally stronger than the rand compared co 1980.
 

The direction of Zimbabwe trade, both impcrts and exports, is
 
summarised in Exhibit VI - 3. South Africa is the major source of
 
imports, accounting for 21% of total imporzs in 1987. The United
 
Kingdom, United States, West Germany and Italy together account for
 
35% of imperts and the PTA/SADCC group of countries for a further
 
9%.
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EX111BIT VI - 4 

ZIMBABE : DOMESTIC EXPCIS BY PRINCIPAL citvI)ITY ayUpS (1985 - 1987) 

SrxC Ccrmodity Group 1985 1986 1987(h) 1985 1986 1987(b) 

DOstic Exports : Excl. Gold and I-Exports # rillion Percent 

E)od products (o) 
Beverages and tobacco (1) 
Crude materials, excepc fuels (2) 
Mineral fuels, related products any electricity (3) 
Animal, vegetable oils and fats (4) 
Chemicals and related products (5) 
lanufactured goods classified by materials (6) 
Machinery, transport, radio/tv electrical equip (7) 
Miscellaneous manufactured articles ies (8 & 9) 

254 

366 
288 

16 
2 

27 
501 

25 
66 

322 

424 
278 

19 
4 

21 
538 

26 
68 

365 

425 
346 

7 
6 

26 
639 

25 
94 

16 

24 
19 

1 
...... 

2 
32 

2 
4 

19 

25 
16 

1 

1 
32 

2 
4 

19 

22 
18 
1 

1 
33 

1 
5 

70TAL1 545 1 700 1 933 100 100 100 

Index of Domestic Exports (1984 - 100) Valued in Zimbabwe $ Valued in Us 

Food products (0) 
Beverages and tobacco (1) 
Crude material, except fuels (2) 
Mineral fuels, related product-s and electricity (3) 
Animal, vegetable oils and fats (4) 
Chemicals and related roducts (5) 
Manufactured goods class by materials (6) 
Madinery, transport radio/tv, electricity equip (7) 
Miscellaneous manufactured goods (8& 9) 

Is2 
127 
114 
96 
77 
114 
117 
i1 

75 

192 
147 
142 
113 
102 
90 
126 
117 
77 

218 
148 
174 
45 

268 
Ifn9 
149 
i1 
107 

125 
105 
97 
79 
64 
93 
96 
91 
62 

143 
110 
85 
84 
135 
67 
93 
87 
57 

164 
ill 
107 
34 

202 
82 
112 
83 
81 

laTmL 122 134 152 100 99 114 

(a) SI7C grouping of commrx]ities given in parenthesis. 

(b) Estirate based on 10 months' actual fiqures. 

... 

Smirce 

Less than 0,5. 

: Clntral ,:t.atirricai nuir-., (),arterly Di r~t oF gr~i VT - 6 



In recent years, the United Kingdom has surpassed South Africa's
 
position as the major market for Zimbabwe exports. In 1987, sales
 

to West Germany increased markedly to place that country in second
 

position. In 1987, the United Kingdom, United States, West
 

Germany and Italy together account for 36% of exports, South
 

Africa for 9% and the PTA/SADCC group of countries for a further
 

16%.
 

Exhibit V - 3 highlights two major regional imbalances. On the
 

one hand, imporct from South Africa consistently exceed exports to
 

that market. On the other, exports to the PTA/SADCC countries
 
exceed the level of imports from them by a factor of two.
 

2. 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). mianufactured goods account for a
 

t!ird of Zimbabwe's exports, rising to about 40% when induscrial
 

products included under other groupings are taken into account.
 

Included under manufacturing are products such as ferro-alloys,
 
iron and steel, copper, tin and nickel .
 

The value indices of exports are also given in Exhibit V: - 4 with 
values expressed in both Zimbabwe and US dollar terms (1984 = 

100). As to be expected, with its dominant role, exports of 
manufactured goods march the general trend. The major factor 
influencing the growth in food products is the increased value 

beef exports to the EEC under the ACP-Lome convention. Although
 

exhibiting the highest export growth factor, animal/vegetable oils
 

and fats make only a minor contribution to total exports (less
 

than 0.5%).
 

Exhibit VI - 4 again illustrates that while exports have expanded
 

in Zimbabwe dollar terms, it is only in the past year chat this
 

has been sufficient to offset the effects of the currency
 

devaluation and other negative market factors. Expressing the
 

hard currency values in US dollar terms, against which the
 

Zimbabwe dollar has remained relatively stable in recent years
 

(Exhibit VI - 2), understates the situation.
 

To establish recent trends in both the volume and value of
 

exports, the 1987 statistics were indexed against performance in
 

1984, with values expressed in US dollar terms. (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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EXHIBIT VI - 5
 

ZIMBABWE EXPORTS : 1987 PERFORMANCE RELATIVE TO 1984 EXPORTS
 

Category Number of 1987 Export Value (a)
 
Commodities Total Proportion
 

No US$ %
 

A 	 Total value up 24 116 9
 
(no volume data)
 

3 	 Volumes up, sufficient 7 222 18
 
to offset the effect
 
of devaluation and/or
 
weakened market
 

C 	 Increased volumes 14 341 27 
insufficient co oftset 
devaluation and/or 
other negative 
rarket trends 

Decreased volume of 19 258 21
 
trade 1987 relative to
 
1984
 

- Decreased tocal US$ 14 297 24 
value (no volume data) 
in 1987 against 19S4 

.a) Excludes migrants' effects, include elsewhere in domestic exports.
 

Source : Central Statistical Office, Quarcerly Digest of Scatistics.
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EXHIBIT VI - 6
 

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

Total Value Index (US$) Total Volume Index
Manufactured Goods 

Class by Materials 1985 1996 1987 1985 1986 1987
 

Ferro-alloys (39%) 

Nickel metal (13%) 

Ingots & billets (7%) 

Copper mecal (7%) 

Iron & steel bar, rods
 
& sections (5%) 


Yarns & threads (5%) 

Fabrics (4%) 

Leather in the piece (2%) 

Tin metal (1%) 

Linen, furnishing
 

material (1%) 

Paper & board (1%) 

Cement (1%) (b) 

Gemstones (0,9%) 

Wire (0,7%) 

Tyres & tubes (0,7%) 

Domestic hardware (0,6%) 

Railway construction
 

material (0,6%) 

Bed sheets (0,5%) 

Glass (0,5%) 

Plywood & boards (0,2%) 

Other (Group 6) (7,4%) 


SITC Group 6 


Miscellaneous 

Manufactured Articles 

and Commodities
 

Suits, jackets,
 
trousers (19%) 


Dresses, blouses 

skirts (18%) 


Footwear (15%) 

Other clothing (10%) 

Curios (11%) 

Travel goods (8%) 

Furniture & fixtures (8%) 

Printed matter (3%) 

Orher miscellaneous (8%) 


SITC Groups 8 + 9 


98 101 122 
105 98 98 
144 77 113 
96 110 109 

120 146 129 
90 110 158 

109 138 217 
228 233 467 
93 53 46 

189 139 274 
78 52 82 
39 48 72 
45 83 118 
54 49 53 
75 58 127 
66 98 123 

105 313 600 
51 26 45 

175 293 386 
38 1 45 
87 63 78 

117 126 149 

Total Value Index (US$)
 
1985 1986 1987
 

136 167 3J4 


124 134 214 

53 91 144
 

116 112 153
 
140 149 202
 
118 146 132
 
59 69 92
 
92 184 444
 
46 37 55
 

75 77 107
 

89 101 121
 
96 127 135
 

132 86 131
 
82 101 98
 

123 180 108
 
77 99 99
 

148 231 297
 
250 269 415
 
109 126 44
 

not available
 
75 44 99
 
45 47 67
 

not available
 
64 57 32
 
33 61 29
 

not available
 

110 391 710
 
not available
 
not availaole
 
not available
 
not available
 

volume statistics
 
indices not
 
available
 

(a) 	 Categories of goods given in order of importance within the SITC
 

Groups 6, 8 and 9 expressed in terms of the value of 1987
 
exports as indicated by the percentage figures given. (In the
 

case of the SITC Groups 8 and 9, migrants' effects have been
 

excluded).
 

(b) 	 Cement exports in 1984 were exceptionally high (164 415 tonnes);
 

compared to an average 63 850 tonnes per annum the previous four
 

years.
 

Source : Central catistical Office, ouarterlv Dicest of Statistics.
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are
Category A: 	 Commodities for which no volume data 


available and which increased in US value terms
 

in 1987 relative co 1984: 24 commodities fall
 

into this category and, together, accounted for
 

9% of cotal export value in 1987.
 

Category B: Commodities for which the volume of trade
 
indices
increased and for which the US$ value 


were complementary i.e. the increase in volumes
 
for the
was at least sufficient to compensate 

weakening Z$ or any other negative market 

factors: 7 commodities accounting for 18% of the 

total export value in 1987. 

terms but
Category C: 	 Commodities which increased in volume 


not to the same extent in value terms - the
 

increase in volume was insufficient to
 
other negative
compensate for a weakening Z$ or 


market trends: 14 commodities accounting for 27%
 

of cotal export value in 1987.
 

the
Category D: 	 Commodities which decreased in volume over 


period considered: 19 commodities accounting for
 

21% of total export value in 1987.
 

Category E: 	 Commodities for which no data on volumes are
 

given and which declined in value in 1987
 

against 1984: 14 commodities which accounted for
 

24% of total exports in 1987.
 

- 5. In 1987,
The above information is summarised in Exhibit VI 


nearly three-quarters of total export revenue was earned by
 

commodities which recorded lower US dollar export earnings then in
 

1984. Major commodities that increased their export earnings
 

(relative co 1984) include ferro-alloys, copper, iron and steel
 
- all classed as
products, processed foods, clothing and textiles 


The details
manufactured products, with the exception of coffee. 


for the manufacturing sector, listing the sectoral categories in
 

order of importance in terms of export earnings, are given in
 

Exhibit VI - 6.
 

Within the group of metals, movements in volume and prices/value
 

have been variable e.g. the small decrease in the volume of copper
 

exports was offset by an increase in prices, whereas the benefit
 

of a 35% increase in nickel exports was nullified by adverse
 

prices. Within textiles, the increased value of yarn exports was
 

entirely due to improved prices while the exports of fabrics were
 

tempered by negative price movements.
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EXHIBIT VI - 7
 

ZIMAm amtt ITy XPTS IN EXCESS Z$10m IN 1987
 
AND ESIMATED PUBLIC SEIMIR INVWJVEMIE r IN 7IU EXPCRIS
 

Rank tiumdity Export Value Public Sector Involvemnt 
#m US#m(a) % organisation 

1 
2 
3 
4 

5 

TObac - unmanufactured 
Ferro-alloys 
Cotton lint 
Asbestos 

Sugar  raw and refined 

418 
251 
113 
104 

84 

247 
148 
67 
61 

50 

100% 
100% 

Cotton Marketing Board (CI) 
inerals arketing Corporation (HFCt..! 

6 

7 
8 
9 

10 

Nickel metal 

Coffee  green 
Maize 
Meat  fresh, frozen, chilled 
Copper metal and slines 

82 

61 
59 
59 
58 

48 

36 
35 
35 
34 

100% 

100% 
100% 
100% 
100% 

Minerals Marketing Corporation (MMZ) 
Grain Marketing Board (GMB) 
Grain Marketing Board (GMB) 
Cold Storage Commission (CSC) 
minerals Marketing Corporation (WICZ) 

11 
12 
13 
14 
15 

Manufactured goods  other(b)
Ingots and billets 
Clothing  total 
Food pcoducts - other 
Iron and steel bar, rod and sections 

47 
47 
35 
34 
31 

28 
28 
21 
20 
18 

100% 
10% 

100% 

Zimbabwe Iron and Steel Corporation (ZISM) 
IDC Subsidiary/Associate Companies (c) 

Zimbabwe Iron and Steel Corporation (ZISCO) 

16 
17 
18 
19 
20 

Yarns and threads 
Fabrics 
Crude materials, except fuels  other 
Other meats 
Animal feeds 

30 
25 
25 
23 
22 

18 
15 
15 
13 
13 

21 

22 
23 

Tea - bulk 
Leather in the piece 
Footwear 

19 
16 
11 

11 
9 
7 

15% Agricultural W~ral Development Authority (ARDA) 

TIOAL 

Proportion of total domestic exports 

1 654 

78% 

977 (Total Public Sector exports acount for 

+/-Z$620m or US366m3; equivalent to
+/- 28% total domestic exports) 

(a) Converted at the mid-year rate of #1 = US.0,5911 
(b) Group 6 - classified by rnceria] 
(c) IDC = Industrial Develop.ent Corporarion 

Source : Central stari'tical nrfic., Ovnrrorly !iry-:;r cf tari.r ir. VI -1 



3. Public/Private Sector Roles in Exporting
 

accounted for by the.
Overall, about a third of domestic exporcs are 

million
public sector. Commodity exports which exceeded #10 

are listed in Exhibit VI - 7. Numbering 23,(US$6 million) in 1987 


together these totalled Z$l 654 million (or US$977 million) and
 
Within
of total domestic exports this past year.
accounted for 79% 


exports amounted to
the list of commodities given, public sector 


about 4620 million (US$366 million) or some 30% of total domestic
 

to the marketing of agricultural
exports. This is largely confined 

and mining produces. The agricultural commodities listed in 

Exhibit VI - 7 are all purchased and marketed by the relevant 
In theparastatals, who take title to the commodities they handle. 


case of the mining sector, the Minerals Marketing Corporation
 
the mining houses,
(MmCZ) is essentially a marketing agent for 


which are private sector organisations.
 

are
The balance of domestic exports (Z$466m or US$275m in 1987) 

concerns.
largely accounted for by a multitude of private sector 


Public sector involvement, either through parastatals or via
 

government investlent in joint ventures with the private sector,
 

for less than 10% of total exports. Government's
probably accounts 

purchase
involvement with the private sector has been to 


or holding companies (rather than
shareholdinqs in major firms 

To date, this change in ownership has
outright nationalisation). 


not influenced the management strategy and operations of these
 

Examples of this are government's majority buy-out (85%)
concerns. 

of Astra Holdings Limited and purchase of a significant stock (30%)
 

a wide
of Delta Corporation rimited, both holding companies for 


range of industrial concerns.
 

4. Sources ot Foreign Exchange for Exporters
 

the usage of
The Zimbabwe authorities maintain a tight control on 

a complex system of currency
foreign exchange and, to this end, 


allocation has evolved. Currency requirements for investment
 

capital are processed differently to those for raw materials.
 

Capital Formation
 

All investments requiring a foreign currency input are scrutinised
 

by the Industrial Projects Committee (IPC) within the Ministry of
 

Industry and Technology (MIT). This includes new entrants into the
 

market and chose wishing to expand existing operations.
 

Major factors influencing the IPC's deliberations are whether the
 

new investment will:

* 	 generate foreign exchange; or 

save foreign exchange, throug:, input substitution; and
* 

* 	 to what extent the investment will be reliant on imports for 

its continued operation. 

VI - 12
 



The first of these takes precedence, with projects forecasted 
to
 

recoup the foreign currency element within the first year of
 

The major problem faced by investors,
operation given priority. 


particularly for new projects, is the ability to obtain advance
 

orders to support an application to IPC.
 

Once approved, the IPC issues the necessary approval for both the
 

and working stock of raw materials and spare
capital equipment 
parts. The currency may be drawn from a number of sources e.g.
 

reserves; commodity input programmes (CIP'S);
the country's own 

Ono currency involvedo (NCI) arrangements when a concern makes use
 

of its own source of external funding e.g. donation of plant by an
 

offshore parent company; and barter deals.
 

(#) through
The investor finances the purchase in local currency 


normal financial institutions.
 

Raw Materials
 

Sources of currency for raw materials and spare parts may be
 

classified into three major groups: direct local market allocation
 

(DLMA), direct external market allocation or the Export Revolving
 
(AA)Q.
Fund (ERF) and "alternative toreign currency allocations 


Direct Local Market allocations (DLMA)
 

Finance, Economic Planning and Development (MFEPD)
The Ministry of 

a 6-mcnth quota system to allocate currency from the
operates 


general reserve to industry and commerce. The global quota is
 

variable, depending on the balance of payment projections over the
 

six month period within a four year horizon. After deductions
 

have been made for legally committed uses (i.e. external debt,
 

profit remittances), and priority uses (imports of fuel,
 

medicines, etc), the task of allocating foreign exchange to
 

individual enterprises is left to various ministries depending on
 

the type of import item:-


Ministry Items
 

Raw materials, components, machinery
Industry 

equipment
 

Trade Manufactured products for re-sale
 

Essential requirements for horticulture,
Agriculture 

crop chemicals, fertilisers, dips,
 

stockfeed ingredients, machinery and spares
 

Mines Mining consumables and spares
 

Public Sector Investmenc Programme (PSIP)
Finance 

needs of both government ministries and
 

parascatal organisations.
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Applicants lobby their ministry in advance of the quota allocation
 
with their bids. Allocations are normally made on the basis of
 
historical shares, adjusted for variations on the global quota.
 

The needs of new applicants are also taken into consideration.
 

The DLMA is used almost exclusively for domestic market
 
production. Since 1980, the value of the DLMA has fluctuated
 
about a general downward trends. At present, based on the First
 
Quota for 1988, the absolute amount of funds allocated is about
 
40% less than the amount allocated in 1980. The CZI estimates
 
that the purchasing power of these funds is about 37% of that of
 
19S0. The cumulative effect is that, in real terms, the DLMA is
 
now about 22% of its 1980 value.
 

The Export Revolving Fund (ERP)
 

An integral part of the Export Promotion Programme (EPP), the ERF
 
was initiate4 in April 1983 with a loan of US70,6 million (Z 72
 

million) from the World Bank. This was to benefit exporters from
 
the manufacturing sector, providing finance for raw material
 
inputs used in the manufacture of export products. Over time, the
 

fund has expanded to include indirect exports, spares and
 

balancing equipmen:.
 

ERF may be ucilised as either a post - or pre-export revolving
 
fund. In the former situation, the fund replenishes proven
 
drawdowns of stock utilised in a export order. The latter
 

situation accommodates the acquisition or the expansion of working
 

stocks in advance of performing an export order.
 

The fund works under a cripatriate arrangement involving the
 
Reserve Bank (RBZ), which manages the fund through a nominal
 
account: the Ministry of Industry and Technology (MIT), which
 
administers the allocation of currency through the Industrial
 
Import Control (IIC); and the Ministry of Trade and Commerce
 
(MTC), which issues import licences through iLZ licensing
 
department. Commercial banks provide the necessary banking
 
services to facilitate payments for imports and receipt of export
 
proceeds. For the individual exporter, all banking transactions
 
take place in Zimbabwe dollars and all bank charges are incurred
 
in the same currency. Exporters may protect themselves against
 
currency fluctuations by buying forward for a period of up to 180
 
days.
 

The ERF is available to all private sector manufacturers,
 
including processors of mining and agricultural products e.g.
 
metal refineries and sugar refining. Parascatals involved in
 
*manufacturing* (e.g. the ginning of seed cotton by the CuB)
 
obtain their currency requirements via an allocation from the
 
general reserves through their respective ministries.
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The ERF was extended in 1987 to include the agricultural and
 
mining sectors. The major sectors of the economy which are
 

excluded in the ERF, although significant in generating foreign
 

currency either in their own right or by facilitating exports, are
 

tourism and the service industries (e.g. transport).
 

As administrators of ERF, the government gave a quarantee to the
 

World Bank that no potential exporter who qualified for the fund
 

would be turned down. P.eports from both the public and private
 

sector indicate that the ERF has in fact been able to meet 
all
 

demands placed on it.
 

Drawdown of the facility began in July, 1983 and was completed by
 

the end of 1985. Early allocations accommodated a relatively high
 

proportion of applications for funds to be spent on spares for the
 

refurbishment of plant and machinery. More recently, the emphasis
 

has been placed on raw materials and consumables necessary for the
 

performance of export orders.
 

Initially, half the export proceeds over ani above the initial
 

import allocation (limited to a maximum of 60% of export value)
 
were to be retained in the fund as a growth factor. This has
 

subsequently been reduced to 20% (RBZ). The balance of the export
 

earnings are transferred to the general reserve. At the rate of
 

exchange pertaining in 1983, the initial capitalisation of the
 

fund US$70,6, less about US l million channelled to export
 

pcomocion, was equivalent to about Z$70 million. In 1987, total
 
allocation fro7 the fund for exporters' purchase of imports were
 
estimated to be over Z33 million (RBZ), equivalent to US$200
 
million.
 

Agriculture and Mining EPP
 

In September 1987, the FPP was extended to include the primary
 

sectors of mining and agriculture. This was facilitated through a
 

commercial loan from a consortium of British banks of E70 million
 

(4230 million or US$125 million). The fund is to be drawndown in
 

four equal tranches at six monthly intervals. To date, half the
 
funds have been allocated equally to the two sectors. The
 

currency may be used t fund replacement equipment in addition to
 
spares. In the case of the mining sector, the rationale for
 

extending the EPP is that virtually all mining production is
 

exported. (The only major exception to this generalisation being
 

Hwange Colliery.) The importance of the agricultural sector in
 

providing inputs to manufacturing exporters and as a foreign
 
currency earner in its own right is recognised. However, the
 

import/export linkages are tenuous for many enterprises e.g. an
 

allocation for ingredients to a stockfeed manufacturer cannot be
 

directlj related to an increase in beef exports by the CSC.
 

An export revolving fund specifically aimed at the horticultural
 
industry has been proposed. Negotiations are underway between
 
Government, the Horticultural Promotion Council (HPC) and the
 
Netherlands Government regarding the operation of such a fund. It
 
is understood that the Dutch are in favour of providing
 
#10 million (US6 million) to capitalise the fund and also to
 

finance technical assistance to this fledging export sector.
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EXHIBIT VI - 8 

ESTIMATED SOURCES OF FOREIGN EXCHANGE 

1985 1986 

% US~m US$ 

Total Import Bill
 

Export Revolving Fund (ERF) 11,2 1,15 13,5 129 

Comnodity Import Prog.(CIP) 9,2 86 7,8 75 

Barter Deals 4,5 42 2,9 28 

Sub Total 24,9 
 233 24,2 232 

tio Currency Involved ('CI) (incl. below) 0,3 3 

ceneral Reserves: 75,1 701 75,5 722
 

DLMA 
PS IF 

Debt servicing and ocher
 
legal commitments
 

100,0% t934 100.0% t957 

Source : Confederation of Zimbabwe Industries (CZI).
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Alternative Foreign Exchange Allocations
 

Several sources are involved:-


Commodity Import Programmes (CIP): Bilateral agreements with
 

a variety of conditions and allocation arrangements, CIP's
 

tend to cover a broad spectrum of imports (raw materials,
 

consumer goods and capital equipment).
 

PTA Allocations: Government, through the Commercial Import
 

Control (CIC) makes available Z40 million per annum (US$25
 

million) to local importers for purchases from ocher
 

countries within the Preferential Trade Area (PTA).
 

Allocations are in two equal instalments, coinciding with
 

the DLMA quotal periods.
 

Barter Trade: As a general rule, this form of trade is
 

confined to trade with the Eastern Block. In the past,
 

Zimbabwe has exchanged bulk agricultural and mining
 

commodities (e.g. tobacco and chrome) for a wide range of
 

goods, including foodstuffs (e.g. rice) machinery (e.g.
 

tractors), spares and components.
 

No Currency Involved (NCI) Transactions: As the name
 

implies, this is the use of a company's own source of
 

funds. This is generally confined to "donations' by
 

international organisations to their Zimbabwean
 
subsidiaries. Local companies must prove the availability
 
(and legality) of external funds before they are issued with
 
an import permit.
 

Relative Importance of Alternative Sources of Foreign Exchange
 

CZI have made the following estimates of the relative importance
 

of ERF, CIP's and Barter deals in financing imports during 1985
 

and 1986 (Exhibit VI - 8). In total, these financing arrangements
 

accounted for about a quarter of the total import bill.
 

B. EXPORT TRANSACTIONS : ZIMBABWE POLICIES AND PROCEDURES
 

1. Investment Project Control
 

At the most fundamental level, the size and shape of the
 

Zimbabwean export sector is controlled by the Industrial Projects
 

Committee (IPC). Any new or expansion investment project, either
 
-for the export or domestic market, which requires foreign exchange
 

for capital equipment or recurrent inputs must first be approved
 
by the IPC. Chaired by the Ministry of Industry and Technology
 

(MIT), it also has representatives from the Reserve Bank (RBZ),
 

the Ministry of Finance Economic Planning and Development (MFEPD)
 
and the Ministry of Trade and Commerce (MTC). The IPC is assisted
 

by a working Committee known as the Strategic Planning Committee
 
which jerves as the first screening layer to ensure that project
 

application transmitted to IPC are within the broad policy
 

guidelines stipulated by government. IPC then appraises projects
 
in more detail. The IPC sits once a week.
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To. -btain IPC approval the project must inter alia satisfy all or
 

some of the.following criteria 

either generate exports and hence ioreign'exchange, or give
 

rise to import substitution thereby saving foreign exchange;
 

recoup the initial foreign exchange outlay within twelve
 

months;
 

* not duplicate local production; and 

* give rise to additional employment. 

The IPC is primarilarly concerned with whether or not a project is
 

a net foreign exchange earner. The first criteria on the above
 

list is therefore the most critical.
 

To apply for approval, companies must complete a form supplied by
 

the ministry, attaching all the relevant details pertaining to the
 

project (nature of business, foreign exchange requirement and
 

detailed cashflow projections). If all the information has been
 

supplied, it takes the IPC a fortnight to make a decision.
 

However, problems in providing all the data requested and,
 

particularly, sufficiently firm export orders to support the
 

proposed investment can result in many months of delay. If the
 

project is approved, MIT issues the enterprise a "letter of
 

approval*, If the project requires foreign loans in excess of
 

Z$ 2.5 million, additional approval of the External Loans
 

Coordinating Ccnmictee (ELCC) is required. Chaired by che
 

Governor of RBZ it consists of representatives from MIT, MTC and 

MFEDD. 

Projects involving foreign ownership of more than 15% of total
 

equity must be approved by the Foreign Investments
 

Committee(FIC). This body is supervised by (MFEPD) and assisted
 

by a working party comprised of the Permanent Secretaries of MIT,
 

MTC, the Treasury and a representative from RBZ.
 

Export and Import Licensing
 

Exports
 

Almost all exports originating from Zimbabwe (20% or more local
 

content) do not require a specific export license as they are
 

covered by the Open General Export License (OGEL). The major
 

exceptions are scrap metals and ammunition. For other commodities
 

a license is required only if an export permit has not been
 
obtained from an appropriate departmenc and these are :

pedigree livestock (Veterinary Services) within the Ministry
 

of Lands Agricultural and Rural Resettlement (MLARR);
 

precious metals and precious or semi-precious stones or
 

pearls (Minerals Marketing Corporation of Zimbabwe, MMCZ);
 

bulk commodities, both agricultural and minerals (MLARR and
 

Ministry of Mines, MMCZ).
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Both export and import licences are issued by the Licensing
 

Department of MTC.
 

For all exports in excess of Z$50, a RBZ form CDl must be
 
completed in triplicate, for exchange control purposes. CDI forms
 
ensure chat goods are exported in accordance with exchange control
 

regulations and that payment has been or will be received for the
 

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 returns the acquitted CDl form to the exporter
 

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
 

enterprise must be in possession of certificates of allocation
 

from either Industrial Import Control (IIC) of 11IT (to import raw
 

materials, spares or other inputs for manufacture), or Commercial
 

Import Control (CIC) (to import manufactured products for
 

resale). This certificate of allocation lists tariff heads of
 

items that may be imported under the license. An exchange control
 

Form E must be completed for all import transactions to effect the
 

payment of suppliers by RBZ.
 

Preferential Trade Area Arrangements
 

The above import/export regulations also apply to PTA trade.
 

However, PTA procedures minimise the use of convertible currencies
 

in the settlement of intra-regional payments.
 

3. ERF Operational Procedures
 

Detailed helow are the procedural steps for ucilising the Export
 

Revolving Fund (ERF). The steps are illustrated in the attached
 

flowchart in Exhibit VI - 9.
 

STEP 	 ACTION
 

1. All applications are submiELed by the exporter, or
 
agents thereof, to Industrial Import Control (IIC),
 

for raw materials either on a 'top-up* basis or in
 
advance to provide manufacturers with additional raw
 
materials (supplementary allocations) where an export
 
order cannot be met from existing stocks. Exporters
 
may also apply for a currency allocation for spares
 
and balancing equipment.
 

Applications for top-up allocations should be
 
submitted together with the following documents
 

(i) 	 copies (in duplicate) of evidence of despatch of
 
orders i.e. Bills of Entry/Export showing
 
number, date and F.O.B. values, CDl numbers and
 
country of destination;
 

(ii) 	 replacement value of the import content utilised
 
in performing the order must be stated,
 
specifying main raw material inputs.
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ACTION
STEP 


Application for supplementary or pre-export
 

allocations must be submitted together with the
 

following documents :

(i) 	 two copies of the original export order;
 

(ii) 	 F.O.B. value of export order;
 

(iii) 	F.O.B. imported content of the order;
 

(iv) 	 expected date for the repatriation of export
 

proceeds.
 

Top-up allocation 	and supplementary allocations are

2. 


automatically granted by Industrial Import Control
 

F.O.B. value of imports is less than
provided that the 

There
60% of the foreign value of the export price. 

ma.1 be delays for exporters without an existing 

record of exports.allocation and, therefore, a track 


If the value of the raw materials inputs exceeds 60%
 

the application is forwarded to MIT to determine
 

whether an allocation is to be made.
 

IIC gives the exporter a "certificate of allocation'
3. 

listing 	the tariff headings of the items to be
 

total value of the items.
imported plus the 


The exporter takes the certificate of allocation to
4. 

the Licensing Department within IITC, which then issues
 

an import license. A copy of the license is also sent
 

to IlT. Licences 	for goods intended for eventual
 

export should be drawn separately from licenses for
 

goods required for manufacture for 
the local market.
 

The import license enables the exporter to obtain a
5. 

Letter of Credit (LC) from a commercial bank, (paying
 

for it in local currency) and to import the raw
 

material inputs using the LC.
 

On payment and clearance of items imported under the
 

above import license, the exporter is obliged to
 

submit to RBZ via their commercial bank, copies of the
 

6. 


following :

i) import license;
 

invoice from raw material supplier;
(ii) 


(iii) 	evidence of despatch or arrival (ie Bill of
 

Lading, Customs Bill of Entry/Import, Rail
 

consignment Note);
 

(iv) 	 evidence of payment for the raw material,
 

showing value in foreign currency (eg Bank
 

Debit, Bill of Exchange, or Letter of Credit).
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ACTION
STEP 


to
 
This information will enable the Reserve 

Bank 


draw-down on the ERF.
 

finished
 
The exporter manufacturers and exports 

the 

7. 


The exporter notifies his commercial 
bank of
 

product. 


export performance by means of a 
CDI Form, which has
 

the export

all the information pertaining to 


the ERF an exporter 
is allowed to
Under 

(180 days) from


consignment. 


grant credit terms of up to 6 months 


the day of shipment.
 

The external buyer pays the exporter's 
commercial bank
 

8. 

in foreign currency for the exported goods.
 

9. The commercial bank notifies RBZ of the foreign
 
time, pals the
 

currency receipts and, at the same 

in local
 

local exporter the equivalent of the proceeds 


currency.
 

R8Z then replenishes the ERF by deducting from the
 
10. 


export proceeds the initial amount drawndown to
 
(originally 50%
 finance imports plus a growth factor 


of net proceeds, this has subsequently been 
reduced to
 

The balance goes into the country's general
20%). 

pool of foreign exchange.
 

4. Incentives to Zimbabwean Exporters
 

available to enterprises currently
Several incentives are 


exporting from Zimbabwe and those wishing to export:-


Export Revolving.Fund (ERF)
 

timely access to currency to either acquire or
 Relatively easy and 

inputs required for export production has
 replenish stocks of 


proved a strong incentive to exporters. This is borne out by the
 

fact that the majority of exports which exhibited 
a positive
 

growth in 1987 relative to 1984 were manufactured products, which
 

benefit from the Export Revolving Fund (ERF) introduced in 1983.
 

Export Incentive Scheme
 

the incentive rate has been at 9% of
 Introduction in August 1984, 

The rate of the export incentive
 

the F.O.B. value of the exports. 


payment and the list of export commodities elligible for the
 
All additions or
is determined by the MFEPD.
incentive payment 


deletions are at the descretion of the Secretary to the Treasury,
 

applications for the inclusion of non-qualifying commodites 
may be
 

A list of approved and excluded goods
submitted to the Secretary. 


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 content of 25%. Goods which are merely
 
repacked or are assembled from cimponents, are excluded from the
 
scheme. The minimum value of qualifying goods within any one
 
consignment is Z$100 (US$60).
 

All. exporters need to be registered with the Export Incentive
 
Department of Customs and Excise before they may claim. This is
 
done by means of filling in a registration form, obtainable from
 
Customs in Harare, Bulawayo, Gweru and Mutare.
 

The registered exporter claims by means of a claim form (obtained
 
from the Department of Printing and Stationery), filled in in
 
triplicate with two copies being sent to the Incentive of Officer
 
of Customs and Excise. Claims must be submitted within six months
 
of an export transaction. 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 the exporter and the exporter's commercial
 
bank.
 

Supplementary Forex Allocation Scheme based on Incremental Exports
 

In ,;ovemoer 1987 the RBZ announced a supplementary allocation of 
foreir:n exchane co all in,nscrial exporters based on incremental 

.xortperfor:-ance. Set at 25%, this allocation was baser] on the 
incremenr.al 7.D.R. value of manufactured exports of the calendar 
'ear 1926 over 1985. Subsequent allocations will continue to be 

on n an ann;ual basis. The R3Z's estimates that Z$11 million was 
!;..scaited based on increased export turnovers of 1986 over 1985.
 
".e ficiure is expected to rise substantially in future.
 

The scheme is limited to exporting manufacturers and the
 
allocations nay either be used to promote futher exports or 
for the
 
domestic market. The RBZ administers the allocations and IIC
 
issues the licences, listing the tariff items that may be imported
 
against the above supplementary allocation.
 

Customs Drawback Duty
 

The Department of Customs and Excise operates a scheme whereby
 
exports may claim back the duty and 20% Import Surtax paid on
 
imported inputs of an export commodity. Payment on rebate claims
 
is normally effected three months from date of application. There
 
are two types of drawback duties.
 

Industrial Drawback: for those items which were 
imported as
 
raw materials and then processed into finished products for
 
export. The rebate is only applicable if the processed goods
 
are exported within two years of the raw material being
 
imported into Zimbabwe. Customs determine the amount of duty
 
to be rebated, based on the percentage of imported materials
 
used. Exporters must submit evidence (e.g. stock cards)
 
together with their claims to satisfy customs that the
 
imported 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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Emrr VT 1 

ZIWA3i VThTL SLMY 

SIZE FM NO. FIM IIMTION INU Y Q STnaAT Q3ESTICNtUAIRE CUES T #aIR 
TU7MTMN(Y RM D REU 

L z IHarare Clothing 

L Z 2 Harare indutrial Cables * 

L Z 3 Harare padaging 

N Z 4 Bulawayo Agro--rocesSing 
L Z 5 Harare Packaging 0 

L Z 6 Harare Agro-rocessing 
L Z 7 Harare Agro-p cessing * 

M Z 8 Harare Enineering 

S z 9 Harare Footwear 0 

L zi0 Bulawayo Domestic Hardware and Appliances 

m zll Harare Travel (God 
M Z12 Harare Agro-$rocessing 
H Z13 Harare Paints and Coatings 
L Z14 Apex Corporation Harare Light Dglneering 
L 15 PG Group Harare Titer, Parquet., Doors, clans 

L 16 Aberfoyle Harare Agricultural Produoe 

M 17 G&D Shoes Bulawayo Footwar. *eathrwear 

M 18 Brirga Exporters Harare Stationery 0 

L 19 Hubert Davies Harare Eminieering 0 

L 20 Circle Cerent Harare Cer-nt 
S 21 Field Furniture Harare Furniture 0 

S 22 Futurna Harare Furniture 
S 23 David Wdtehed Harare Yarn and Printed Fabrics 

M 24 Bakke Harare Furniture * 

L 25 Thnanda Tea Harare Bulk Tea L Processed Tea, Coffee 
L 26 Archer Fulawayo Clothing 0 

L 27. Blue Ritbbos Harare Food Processing 0 

M 28 Willards Harare Food Processing 
L 29 1 WWilson arare Furniture 0 

L 30 ZFC Harare Fertiliser 0 

L 31 Anglo Aierican Corp. Harare Head Office : interests include -
Sugar Pruduction & Pefinin9 

Mining 
Mineral Refining 
Transport 

32 GXyo Hlarare Potential Exporter : Gases 
33 Clan Enterprises Bulawayo Potential Exporter : Enoincering 0 

34 Coronet Bulaway Potential Indirect Exmrrtnr : ra,*aning 

Source DHLS ZiztaLbwe P Survey Data. 
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To benefit from the drawback, importers 
endorse the
 

time of importing the relevant
 Form 21/Bill of Entry at the 


they will be claiming the drawback,

goods to the effect that 


On exporting the completed goods, Form 34/Bill 
of Exit is
 

Within 30 days of exporting, the
 
similarly endorsed. 


to which is
 
a drawback claim form (Form 44)
exporter submits 


attached:

the import invoices and 	store cards;
Form 21 plus 


Form 34 plus the export 	invoices and copy of the
 

corresponding CDI Form.
 

that have been
applicable to items
Same-State Drawback: 


imported and exported without undergoing 
any manufacturing
 

no fixed time limit between the date of
 process. With 

date of exportation, the duty
importation of the product and 


rebate is normally 100%.
 

C. ZIMBABWE SURVEY APPROACH
 

I. The Zimbabwe Sample
 

34 firms with a request 	to
 For Zimbabwe, DH&S contacted a total of 
A
 

participate in our survey of firm-level foreign exchange demand. 


filled in the survey questionnaire. A further 12 firms
 
total of 13 

retained the questionnaire but, despite follow-up enquiries, 

had
 

by the time of finalising this report. The
 
not returned these 


other 9 comnanies did not consider it would serve any useful
 
All firms contacted
 

:ormally participate in the survey.

puarnose to 


well as their
?ERF concept with us, as 

were willin: :( liscuss the 


experience in meeting

overall foreign exchance needs and their 


present foreign exchange allocation
 chose needs through Zimbabwe' 


system.
 

a reasonable
firms contacted represent
Proadly speaking, the 34 

would


the kinds of exporting companies that PERF 
cross-section of 


aim to serve in Zimbabwe. N*ore specifically this "sample" of firms
 

following characteristics :exhibits the 


it is private sector in ownership and control, although 
some
 

sample firms involve government shareholdings;
 

16 different agricultural
it is drawn from a set of 


agro-processing and manufacturing industries;
 

more different products;
* it produces a range of 35 or 


the larger private export firms in
 
* 	 it is generally made up of 


terms of employees and level of export
Zimbabwe, both in 


turnover;.
 

it incorporates private exporters in both Harare 
and
 

Bulawayo, Zimbabwe's two major manufacturing 
centers; and
 

* it incorporates 3 	potential exporters.
 

summarizes these characteristics by firm.
 Exhibit IV - 10 
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EXHIBY VI - Ii
 

'flE ZIMBAP3FAN SJ" ".EOF E.X NJ FIRMS
 

FIRfT rn. INDUSM PRI1CIPAL PROUCTS (Ex)omEr) 	 -f.'-!IP (PP!vAE 'URNClE(U'000) 

U 

Z 1 fanufacturing Clothing ] 

Z 2 11anufacturing Industrial Cables . 

Z 3 1anufacturing Packaging 

Z 4 Agro-prosessing Processed Foods 

Z 5 Manufacturing Packaging 

Z 6 Agro-processing Stockfeeds 1 

Z 7 Agro-processiing Vegetable oil and by-products 

Z 8 Engineering Grinding fedia 

Z 9 Manufacturing Foot'*ar & Leatherware 1 

Zia Manufacturing Dorestic Hardware &Appliances ' 

Zil M4anufacturing Travel Goods & Buildersware 1 

Z12 Agro-processing Foodstuffs & Beverages 

Z13 (a) Manufacturing Paints and Coatings 

(a) 	Due to a mis-interpreration of terminology, this firm was inchi".. 
that Government is its major shareholder (85%). However, whilr' 
enjoys no preferential treatment from Goverrment. 

Source : DHSS Zimbabe PERF Survey rata. 	 Vy -

FOPFIG 	 "'LA, Fx-TZT (%) 

22 000 7 526 (32) 2 200 

80% 23 650 5 376 (17) 360 

0,03% - 33 000 3 245 (2) 733 

100% 13 750 3 300 (24) 600 

100% 17 202 300 (6) 500 

16 500 550 (2) 	 314
 

100% 110 000 5 720 (5) 1 200 

30% 11 000 1 430 (13) 760 

1 000 400 (40) 38 

35 330 5 300 (15) 1 534 

57 100 8 000 (14) 3 000 

11 200 13 (1) 1 000 

15% 16 500 550 (3) 	 314 

.e sample as a private enterprise, but it was subsequently established 
"dinq has altered, imanag~ient has renmined undanged and the company 



To protect the confi("enniality of those 13 firms who responded to 

the questionnaire, they have been prescribed a code number 

Zl - Z13. Due to a misinterpretation of the term "public", which 

in Zimbabwe normally refers to a company whose shares are traded 

publically rather than government involvement in a company, a firm
 

with a minority private shareholding was included in the sample.
 

However, since the change in shareholdings has not influenced the
 

commercial management of the concern, it has been retained in the
 

sample; denoted Z13.
 

- 10 is
The classification small, medium and large in Exhibit VI 


indicative of total turnover 
:

small = less than 42 million (US 1.5 million)
 
4 2 - Z4 13 million (US 1.5 - US$10 million)
medium 


large = over 413 million (US10 million)
 

- Z13) are given in Exhibit
Details of the 13 respondent firms (Zl 


Vl - 11. Four firms have foreign majority share holders and
 

another three has foreign minority shareholders. Included in this
 

latter group is the public company Z13. All 13 firms may be
 

described as "non-traditional" exporters in that less than half
 
The most export
their total turnover is derived from exports. 


orientated concern was a garment manufacture, with exports
 

accounting for a third of its turnover.
 

2. Zimbabwe Sample Selection Methodology
 

The sample of 34 firms contacted for the present survey were
 

intended to represent the universe of Zimbabwe exporting companies
 

which might be expected to (1) need foreign exchange financing
 
for imported inputs and (2) qualify for participation in PERF
 

according to USAID's probable eligibility criteria. The sample
 
was drawn in a four-step process.
 

Firstly, lists of major private exporting firms were compiled. A
 

list of ERF participants was obtained from the Ministry of
 

Industry and Technology (MIT) and another from our subcontractor
 

This latter was broken down by
WAII Development (Pvt) Ltd. 


sub-sector and size (turnover/employment). Companies which were
 

public sector-owned (eg CAPS) and/or believed to he moving toward
 

greater public sector shareholding (eg lunyani Pulp and Paper,
 
(One organisation
Delta Corporation) were excluded from the list. 


which should have been excluded was included in error.)
 

Secondly, a detailed schedule of Zimbabwe's exports was prepared,
 

featuring a set of 84 different commodities/products, ranked
 

according to 1985 value of export proceeds. Each of these
 
reviewed by DH&S
agricultural, mining or manufactured items were 


IMANI staff to consider whether production and export of that
and 

other government agency
item was predominantly in parastatal or 


rot, which private firm could be considered a
hands and, if 

significant operator in the production and export of that item.
 

Where the parastatal role in production/export of given
 

commodities was uncertain appropriate industry bodies were
 

contacted for clarification (eg the Chamber of Mines for various
 

minerals and mineral products).
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Thirdly, a master list of approximately forty potential sample
 

companies were distilled from the IMANI exporter list and the set
 

of firms identified through the above export commodity analysis.
 

Fourthly, 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.
 

3. 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 initial
 

contact the purposes of our survey were explained, and a few
 

introductory questions 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
 

retrieve it at a later 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 conduct of the survey, DH&S also met with
 

representatives of various organizations concerned with exporting
 

in Zimbabwe. Among these were the Reserve Bank of Zimbabwe (RBZ),
 

the Confederation of Zimbabwe Industry (CZI), the Mineralo
 
Marketing Corporation (TMCZ), the Commercial Farmers' Union (CFU)
 

and the Horticultural Promotion Council (HPC) within the CFU.
 

These meetings were intended to explain the objectives of PERF and
 

our survey effort, to obtain information on conditions in the
 

exporting sector and, ultimately, to confirm the pattern of
 
responses we were obtaining and to test the conclusions we have
 

drawn.
 

4. Limitations of the Zimbabwe Survey
 

In general, we believe that the information generated by the survey
 

represents a fair picture of the foreign exchange requirements and
 
a
PERF-related opinions of a class of private exporters across 


broad array of items whose export PERF would hope to promote.
 

While this industry and product/commodity coverage is reasonably
 

good, there are of course certain significant export items (e.g.
 

wattle extract, copper metal and slime) unrepresented among the
 

product lines in our sample. Additionally, due to the constraints
 
of time, we have concentrated on the larger private export firms.
 

However, industry organization representatives have emphasized to
 

us that, once *in the system" of the present Export Promotion
 

Programme, small exporters have no disadvantage relative to large
 

exporters with regard to access to foreign exchange. The small
 
firms contacted during the course of the survey confirmed this
 
opinion.
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D. ZIMBABWE SURVEY RESULTS
 

1. Summary of Responses to the .uestionnaire
 

Demand for PERF in Zimbabwe
 

The outcome of the survey of 34 firms is that t',ere is no
 
firm-level demand for a PERF facility at this time in Zimbabwe.
 
Potential demand for PERF was approached from the angle of
 
establishing whether or not the procurement of the import content
 
of exported goods was a constraint to developing or expanding
 
export production. All 34 firms contacted were unanimous in
 
stating that these requirements were aderuately met by the existing
 
Export Revolving Fund (ERF). Respondeits emphasized that this is
 
particularly the case since this fun6 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 initially stated an interest in PERF dnd were contacted
 
again to explore this apparent contradiction of the 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 that the question only
 
referred to the currency that could be made available through PERF,
 
all respondents revised their initial statement and concurred with
 
the general conclusion cited above.
 

The potential exporters interviewed also concured with this
 
conclusion. The problem(s) they face is to obtain investment
 
approval for plant and machinery - in the case of Oxyco this is
 
required to increase its capacity to accommodate export orders
 
while the ocher two potential exporters intend introducing new
 
production lines/technology. Although all three consider that they
 
have good export prospects, they have been unable to convince the
 
Industrial Project Cormictee (IPC). Without assurance of being
 
able to import the necessary capital equipment, they are unable to
 
secure firm orders in support of their application(s) to IPC. (In
 
one case, the project was originally submitted two years ago.)
 
Similar reasons were cited by the small footwear manufacturer (Firm
 
Z9) for not being able to develop a sustainable export market,
 
rather than relying on ad hoc contracts.
 

The requirements for pre-export credit was not mentioned by any of
 
those contacted. From this it may be presumed that the financing
 
of export production does not pose as a constraint to expanding
 
exports. When asked specifically about financing arrangements
 
proposed in the PERF concept, interviewees 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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EXflBIT VI - 12
 

MOLS cv m WeAIMB SUNEM
 

DIIRI AVE. CYCLE 
FI NO. Expr 7UJFJR IMPIr CON!?1 TIME AVERACE ARIUAL DORT R (c)MrIS N (a) 

US m Total (rnths) I % 

z 1 	 Clothing 7,5 32 53 6 30 10 

Z 2 Inuatrial Cables 5,4 17 15 5 168 34 

Z 3 (b) Packaging 3,2 2 80 1.5 162 10 

Z 4 Procemed Foods 3,3 24 30 6 366 11 

Z 5 (b) Packaging 0,6 2 34 7.8 1 8 

2 6 Stckfeeds 0,7 3 2 1 66 
(1987/88) 20
 

Z 7 Vegetable Oils and 5,7 5 5-35 6 21 15 
Products 

z 8 Light Engineering 1,4 13 38 6 0 -13 

Z 9 Fotwear & Leather 0,5 8 46 4 (AD-4HC 

Z10 	 Domestic Hardware
 
and Apliances 5,3 15 47 7 10 -12
 

Zl 	 Travel Goods 8,0 14 40-59 2.5 4 7
 

Z12 	 Foodstuffs 6
 
Beverages 0,2 1 9 6 18 15
 

Z13 (b) 	 Paints and Coatings 0,6 3 30 4 -5 20 

(a) 	 With the exception of clothing manufacture, all other industries oenerally operate on a systen of 
drawlng-down their existing stocks and replenishina as rpqiired through FPF, therefore, cycle times are 
only indicative. 

(b) 	 Significant indirect ranufacturing exporLers. 

(C) 	 Assuming unchanged situation u-ith respect to scureps of feroicn Pxchaonn. 

Source : DH&S Zibabie PERF Survey Datz. 
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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
 
14% - 15% to the end user. Although this 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 Zimbabwe availing itself
 
of further offers of medium term finance is that MFEPD is unwilling
 
to enter into future loan agreements; at least until such time as
 
the nhump" in the present loan servicing cycle is past, forecasted
 
to be in 1989 or 1980.
 

2. Other PERF Parameters
 

By way of comparison with ocher surveys in the present PERF demand
 
study, we offer data on import content, cycle times and projected
 

export growth. Data for the 13 respondents to the questionnaire
 
are given in Exhibit VI - 12.
 

Import Content
 

The import content of the products exported by respondents varied
 
from a low 2% for agro-processing (stockfeeds) to a high 80% for
 
manufactured exports (packaging). On balance, the import content
 
(which includes raw materials, consumables and spares) of these
 

exports is about 40% with up to a quarter of the currency (ie +/
10% of FOB values) utilised for spares.
 

Cycle Time
 

The majority of firms on the Zimbabwe survey reported cycle times
 
of between 3 to 6 months. The exceptions are agro-processing
 
(manufacture of stockfeed) with 1 month cycle period and
 
manufacturing of packaging, with a cycle period of approximately 8
 
months. The main determining factors cited, apart from the
 
manufacturing process itself, were the sources of raw material
 
inputs cind distance to export markets.
 

These periods should, however, be viewed with some circumspection.
 
Firstly, raw materials are generally drawn from stock which is
 
often replenished at irregular intervals (exporters consolidate
 
import licences financed through ERF rnd other currency sources
 
into economic order lots) and, therefore, there is no direct time
 
link between raw material purchases and exports. Secondly, some
 
respondents cited the credit period they allowed their customers;
 
which would understate the 'cycle' time as conceived within the
 

context of a PERF.
 

Export Growth
 

Average annual export growth rates for the three years 1985 - 1988
 
and those ptojected for the next five years to 1993 are also
 
presented in Exhibit VI - 12. Eight respondents reported a rapid
 
expansion in exports (more than 20% per annum) during the past
 
three years. In many cases this was as a result of an expansion in
 
plant capacity; particularly clothing, industrial cables and food
 
processing (Firms Zl, Z2 and Z4). Future export growth is
 
projected to slow down as these firms enter a phase of
 
consolidation.
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Two firms project a contraction in exports (light engineering,
 

domestic hardware and appliances), two reasons were offered for
 

this :

capacity constraints, in the absence of major capital
 

investment for rehabilitation or expansion of plant; 
and
 

market constraints in the Region, (neighboring markets unable
 

for goods imported from Zimbabwe.)
to pay 


3. Important Qualitative Findings for Zimbabwe
 

our survey data yields a pattern of interesting insights 
into the
 

By order of frequency
condition of the Zimbabwean export sector. 


with which points were made in our questionnaire and interview
 

include the following :responses, these 


Zimbabwe have traditionally viewed the export
Enterprises in 


market as secondary to the domestic market.
 

on the export market, many concerns are

To remain competitive 


on the government export
operating at marginal cost, relying 

their domestic market to cover
incentive (9% FOB value) and 


overheads. For these enterprises, a strong domestic base is a
 

the export market.
prerequisite for continued viability on 


This domestic/export balance has been upset by the substantial
 

foreign currency allocations through DLMA which
cutbacks on 

If this erosion
an erosion of domestic base.
has led to the 


it will ul>imately place severe restrictions on the
continues, 

export performance of many Zimbabwean enterprises and,
 

consequently, thr:eaten the longterm future of ERF or any
 

similar revolving funds.
 

led to hiqh
Ecuipment operating beyond its economic life has 

are


maintenance costs. Consequently, Zimbabwean enterprises 


burdened with high cost structures, compounded by the
 

authority's decision to introduce the GATT system of CIF
 
on
valuation of imports (previously import duties were based 


This change has increased importers' preference
FOB values). 

to source from South Africa, thereby reduced transport costs
 

and consequential import duties.
 

Old capital equipment, subject to frequent breakdowns,
 

adversely affects export performance. A continuing program of
 

plant and machinery was
refurbishment or replacement of 


repeatedly cited as necessary to sustain export growth.
 

The weakening Zimbabwe dollar has benefited exports, 
at least
 

currency receipts have increased and,
to the extent that local 

a greater contribution
therefore, enabled exports to make 


However, this has been partially offset by
cowards overheads. 


the comncomittant rise in import costs which, on the domestic
 

market, producers are constrained (by legislation) from
 

passing on and which, therefore, errode their viability.
 

against foreign exchange
Companies have only a limited cover 


in that they are unable to buy inputs forward to beyond
risk, 

six months. Companies are also reluctant to borrow external
 

loans for capital expansion (which are available from the
 
r 
the absence of long term
Zimbabwe pevelopment Bank) because o


cover against currency fluctuations
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The Industrial Projects Committee (IPC) requirement 
that
 

recoup the foreign exchange outlay within
investment projects 


12 months restricts the breadth and scope of any capital
 

expansion by exporting enterprises.
 

While exporters welcome the intentions behind 
the 25%
 

incremental payments (ObonUs scheme9) based on greater export
 

performance, they complain that this incentive 
scheme does not
 

The absence of
 
reward the consistent, mainstream exporter. 


any retention factor also mitigates against 
medium to
 

long-term future planning.
 

Onerous procedural requirements were criticised, 
both for the
 

to take advantage of the various
importation of goods and 

the
 

exports incentive schemes. In certain cases, delays in 


loss of export
granting of import licenses have led to the 


orders, these have largely been restricted to applications
 

falling outside the normal ERF parameters. The administrative
 

from making full use of
burden has also discouraged exporters 


the incentives available 
to them.
 

revolving as
The Reserve Bank concedes that the ERF is not 


the multiplier effect has been
fast as originally projected; 


dampened by the inclusion of spares within the scheme, and its
 

the needs of agriculture and mining.
extension to cover 


should spares be withdrawn
The RBZ has expressed concern that, 


from the scope of ERF, the export momentum would be adversely
 

If not funded by ERF, with its relatively quick and
affected. 

providing currency, applications for
simple procedures for 


spares they would become subject co ministerial scrutiny
 

before inclusion in the six-monthly DL1IA. The resultant
 

delays would aggravate an already difficult situation of
 

maintaining plant and machinery.
 

a problem, particularly in
Transport has also been cited as 


view of the fact that Zimbabwe is landlocked and distant from
 
a
 

many of her external markets. Generally, although it plays 


vital role in the overall (export) performance of the country,
 

has suffered the most from cutbacks in
the transport sector 


foreign exchange allocations. This is particularly relevant
 

to road transport. In the case of air-cargo transport,
 

northbound cargo capacity (for exports) is constrained by
 

limited southbound traffic.
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4. Industry-Specific Findings 

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, the 

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 

inadequate communication infrastructure, a lack of 

standardisation in clearance procedures and, at times, a 

shortage of documents. 

Exporters of high bulk and low value products are constrained 

by high transport costs. This mainly affects the 

agro-processing industry (e.g. stockfeeds). 

The current ERF does not include the indirect exporter in so 

far as the incremental incentive payments are concerned and 

the allocation for spares. This has particularly affected the 

packaging and paint industries and their ability to support 

direct exporters. 

The clothing industry has cited the shortage of skilled 

manpower as a constraint to exports destined to highly 

competitive markets overseas. This industry has also suffered 

from the shortage of air cargo capacity out of Zimbabwe to 

foreian destinations; the nature of the fashion market does 
not allow for use of more time consuming rail and sea routes. 

5. 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, their are critical currency constraints 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 thinking, it is further recommended that such assistance be 

made available to exporters through the existing procedural 

framework (i.e. ERF). The advantage of this is that workable 

procedures have been established which could benefit other 
assistance programs. Furthermore, to establish separate mechanisms 

increases the administrative burden placed on both the authorities 

and private 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 to the needs of those direct exporters who are 

their customers. 

Set up an export promotion facility, capitalised with foreign 

exchange funds specifically earmarked for import of spare 
parts. 
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Provide a capital finance fund to support the expansion of
 

export-orientated plant capacity -- by the nature of the
 

expenditure, this fund would revolve at a slower rate that one
 

provided for raw materials.
 

Unfortunately, these aspects were not specifically addressed by the
 

PERF demand survey. Therefore, the magnitude of the demand for
 

such assistance cannot be forecasted.
 

VI - 35
 



APPENDICES
 



APPENDC A
 



proposed Survey Questionnaire
 

1. 	 Name of firm
 

2. 	 Address
 

3e 	 Year established
 

4. 	 Chief Executive
 

5. 	 Interviewee (name/title)
 

6. 	 Ownership structure (M)
 

" public
 

" privat.e
 

- local
 

- foreign
 

7. 	 Sector/Industry
 

8. 	 Firm size :
 

" total turnover (annual)
 

" employment
 

" assets 



-2-


Current products (see attachment A)
9. 


current Turnover (see attachment B)
10. 


Import content (see attachment C)
11. 


* was your 1986 foreign exchange usage
 

roughly :
 

the same level as 1987
 

(if not, what level)
 
-


- the same pattern as 1987
 

(if not, what pattern)
 

* 	 specify major indirect imports you 

(eg imported packaging-productsuse 

you purchase from local suppliers
 

and which you pay in local
 

currency)
 

12. cycle PerioM (see attachment D)
 

Current sources of foreign exchange
13. 

(describe)
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14. Projected export turnover targets 1989
 

1989-1983 :
 

assume continuation of present forex
 

situation (see attachment Fl)
 

- list assumptions underlying
 

projections
 

--	 capacity expansion/contraction 

--	 market volume trends 

--	 other plans/factors influencing
 
targets
 

* 	 assume freely available forex situation 

(see attachment E2) 

-	list assumptions as above
 

15. For above targets, can we assume that
 

* import content propcrtions estimated 
in No. 11 above will remain constant?
 
(if 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)
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16. 	 Projected foreign exchange requirements
 

* 	assume continuation of present forex 

(see attachment E3) 

* assume freely available forex situation
 

(see attachment E4)
 

17. 	 Describe major constraints/
 

disincentives to exporting
 

18. 	 What recommendations can be offered
 
to make the PERF responsive to
 

exporters' needs (eg organizational
 

arrangements, operating polices
 

and procedures etc)
 



PERF DESIGN SURVEY : ATTACHMENT A 

Product Lines 

61 

Product Type Present Production 
(Units/YeaL, 

Rated capacity 
(Units/Year) 

Export (E) 
or Domestic (D) 

#2 

#3 

etc 



PERF DESIGN SURVEY : ATTACHMENT B
 

Turnover by Product and Market (1) (2)
 

Product Type
 

production #1 62 #3 Tocal
 

Domestic Market
 

turnover 1986 (est)
 

turnover 1987 (est)
 

turnover 1988 (est) (3)
 

Export Market(s)
 

Market A (1)
 

turnover 1986 (est)
 

turnover 1987 (est)
 

turnover 198 (est) (3)
 

transaction currency
 

Market B (1)
 

turnover 1986 (est)
 

t.urnover 1987 (est-)
 

turnover 1988 (est.) (3)
 

Lransaction currency
 

Market C (1)
 

turnover 1986 (est)
 

turnover 1987 (est)
 

turnover 1988 (est)(3)
 

transaction currency
 

(1) Market- 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 markets (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
 

Impoft (1) Product Type 

*2#1 13 Total 

raw materials
 

total value 1987 (est) (2)
 

1 FOB price (3)
 

source
 

transaction currency
 

other consumables
 

total value 1987 (est) (2)
 

% FOB price (3)
 

source
 

transaction currency
 

components
 

Total value 1987 (est) (2)
 

% FOR price (3)
 

source
 

transacLion currency
 

spare parts and other (4)
 

total value 1987 (est)
 

I FOB price (3)
 

source
 

transaction curr-ncy
 

total 1987 foreign
 

exchange usage (4)
 

(1) only items directly imported by exporter
 
(2) foreign exchange value
 
(3) FOB price in foreign exchange value terms
 
(4) excludes capital goods imports
 



PERF DESIGN SURVEY : ATTACHMENT D 

Average Cycle Period (1) 

Product Type Months Principal Determinants 
Of Period Length 

12 

13 

etc 

(1) months between drawn-down o! foreign exchange pre-export credit and 
receipt of foreign exchange proceeds of export sale 



PERF DESIGN SURVEY : ATTACHMENT El
 

- Base case (1)
Projected Export Targets 


(Assume present forex situation continues)
 

Target Export Turnover/Year (1)
product/Market 


1988 1989 1990 1991 1992 1993
 

Product II (total)
 

Market A
 

Market B
 

Market C
 

Market D
 

Product 12 (total)
 

Market A
 

Market B
 

Market C
 

Market D
 

Product 13 (total)
 

Market A
 

Market B
 

Market C
 

Market D
 

Product 14 (total)
 

Market A
 

Market B
 

Market C
 

market D
 

(1) state targets in foreign exchange terms and at constant prices
 



PERF DESIGN SURVEY : ATTACHMENT E2
 

Projected Export Targets - Best Case (1)
 

(Assume foreign exchange freely available)
 

Product/Market Target Export Turnover/year
 

1988 1989 1990 1991 1992 1993
 

Product I1 (total)
 

Market A
 

Market B
 

Market C
 

Market D
 

Product 12 (total)
 

Market A
 

Market B
 

market c
 

Market D
 

Product 13 (total)
 

market- A
 

Market B
 

Market C
 

Market D
 

Product 04 (total)
 

Market A
 

Market B
 

Market C
 

Market D
 

(I) state targets in foreign exchange terms and at constant prices
 



PERF DESIGN SURVEY : ATTACHMENT E3 

projected Export Targets - Base Caue (1) 

(Assume present forex situation continues) 

Year
 

1988 1989 1990 1991 1992 1993
 

Product 61
 

Target X turnover 

M Content % 

M Forex Requirement 

Product 12
 

Target X turnover
 

M Content %
 

M Forex Requirement
 

Product #3
 

Target X turnover 

M Content % 

M Forex Requirement 

Product 14
 

Target X turnover
 

M Conent I
 

M Forex 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
 



1993 

PERF DESIGN SURVEY : ATTACHMENT E4
 

Projected Export Targets - Best Case (1)
 

(Assume foreign exchange freely available)
 

Year
 

1988 1989 1990 1991 1992 


Product 11
 

Target x turnover 

H Content % 

M Forex Requirement 

Product 12
 

Target X turnover
 

M Content %
 

M Forex Requirement
 

Product 13
 

Target X t.urnover
 

M Content %
 

M Forex Requirement
 

Product 94
 

Target X turnover
 

M Conent %
 

M Forex Requirement
 

Total X Turnover
 

Total M Requirement
 

(1) state export turnover and import requirements in foreign exchange
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APPENDIX B-I
 

EXPORT LICENSING REQUIREMENTS
 

Goods Requiring Export Licences
 

The followino goods ma not be exported withcut a licence:
 

I Implements of . 'other than arms an. anmunition), atc- c .r. 
crateriaIls of strateqic value. and items of primary strats 

significance used in the production of arms and ammunit i ?rd 

other implements of war 

Ber / I I i u ,
 
Coba It
 
T-ni alum
 
1Jr .n i Um
 

L I t - I U(-
Co umb ite 

7
 
:
N.IQ,','IUr, (' OI1 r'-',


Thor i un 

tEIr,I Ir.
 

.:clel and ni . , .111-v
 

ii c ar.i i I trcph iPs . w I d .nnia] or o....i,Iid an ma Is.
 
(ircItidiro bir-. :.nj repti es and ar,..o.gs orrduced by C.'.
 

or reptles.
 

4. e; r, Me9A I.
 

.ear, or peas
 

6. Groundnuts. 

7. Scrghums, soronji., r,eaj. sorohi-, salt.
 

8. Maize, including:
 

ai dried maize. or or off the cob: 

(b) crushed m.ii:e, cr
 

(ci stamp; but ecluding green maize on the cob.
 

9. Maize meal, in luding:

(a) maize grits;
 

(b) maize cones;
 

(c maize ofials;
 
(d) hominy chc-p
 



10. Munga, munga meal (millets).
 

It. Oil seeds, oil meals, oil cake.
 

12. Rice in the grain.
 

13. Rupoko, rupoko meal 
(finger millets, gram or dhall)
 

14. Seeds for planting, in quantities of more than 90 kgs.
 

15. Unmanufactured tobacco.
 

16. Live fish, including egos and spawn thereof.
 

17. Croccdile st:ins.
 

18. Gemstones, unmanufectred.
 

19. Tea (inciudino tea 5eeds'.
 

2C. Cerent.
 

21. Scrap aetal of tre following kindc: 

SSteel: 
(t., Stainless =f' el:
 

(c Cast i ror
 
o Malleable i-oc,;
 

(4) Copper;
 

P ron:e:
 
h NicI.el ar, a r !c el lloy;
 
(ii Aluminium &llov.
 



APPENDIX B-2
 

_Mawi's utyRates and Means of Pa~menj
 

a 	 E(LectiveIStrt DutyItem 

Tota] Rat-


Raw materials 20 I0
 

Finished gDods:
 

(i) 	 basic 45% 35% C,L% 

1215.
iii) 	 Luxury 45%1 55% 


(eg cars 2!ts
 

(iii) 	 Lu%:ury 45% 05% 
(eg c,.r s 2-1 ts 16,E-c.s 

Payment i_ 	t.' Ea cash
 
(b) oan- crerti(ied cheque 
'C) barl,Luor atee 



APPENDIX B-3
 

IMPORT LICENSING REQUIREMENTS
 

A. Goods from anL source not reguiring_lpo rt Licences
 

The following gocds. unless otherwise restricted, originated in an,
 
country, may be imported without the authority of an inport
 
licence:-


I. 	 Antifrictior and lubricating greases.
 
2. 	 Motor spirit, including aviation fuels.
 

Lubricating oils.
 
4. 	 Oils and fuels. Illuminating, transformer and insulatiro
 

types, power and illuminating paraffin.
 
5. 	 E:posed cinematography film.
 
6. 	 Goods in transit throuh Malawi.
 
7. 	 Used pers2rI and bOusPhold effects, imported by a crr on 

arriv in i. MaEt tr take up r esidence or employment therein. 
8. 	 Goods. IrcIhidina .ctor vzhicles, tsmporarily importnd 1 E 

Malawi by P t-jna fide tourist for his own use. 
.	 Goods accc.-. yirnin a person enter inr 'ale i and ini d-. (17 

pr ivate ise y persono c.r hh c i1i. 
10. 	 An,; bona f i e a s 1cited q ift .t ex:ceerd nrg MK'50 i,' 

SamElos r. r-c riri intendeO cz1rl ater~as solely , 

the 	 tai'1r r ners and no t .ior s E- . 
12. Any goods eported f om Malawi (cr repair and Peturr, .r- 1,
 

rsspect i Ic cer ti icate to that effect has tL,7 rr i 
b, an cf cf the Departrentt o Customs End Exciie. 

I. Goods .- i e r , tho ,ccr. are .ri- t b. son privileges rr. 
by virtue c a.- er ctrent in fc, e in Malawi relatin.o k: 
oipl.amat;c .lac-so or other pr; .leges. if such gc.Cs 's 
IrpC.rted (r his wn use and consumption or that of h. 
household or fcr the purpose cf his office. 

Goods Ce i9_!7_2ort Licences from ;ll sources 

The 	followina :ocos. whatever their origin, require the avthoritv
 

of an import licence (or their importation into Malawi:-


I. 	 Clothing ro uniforms designed ior military, naval. z:r(orce
 
or police ose.
 

2. 	 Clothing .sed, cther than personal effects of an ic-
 .in'.me.
 
but excluoira such articles when manufactured in Ectc~-e
 

Gold 	includino:

(a) 	unmanufactured orld in any form whatsoever: 
or
 

(b) 	any article or substance containing such unmanufacturso oold
 
which is. as such. not a gold coin, an article of cocmrerce.
 
rjork of art. or of archeological interest; or
 

(c) 	any article consisting of, or containing gold which aithoign
 
manufactured is, as such not a gold coin, an article of
 
commerce, a work of art, or archeolooical interest- or
 



gold derived Irom the smelting or treatment of any

(d) 


manufactured article containing gold.
 

4. 	 Sugar.
 

5. 	 Wheat flour.
 

6. 	 Cement.
 

a blade which, either:
7. 	 Any knife having 


a bt.*tt.n.
hand pressure applied to 
(a) opens automatically 	by 
 the handle o' kr.e:attached to 

or otler device in or
spring 	 or 

sometimpes Inown as 'flick:-Inife~or "flici-oun"!
knife 

or sheath thereof by thr 	fo" c.
 
the handle
'b) is released irom 


whic.
 
r.rthe 	applicetion of centrifugal force and 


gravi ty 
 button, so' ,ri.in place by ,ears of a
relea-ed end loc'r-d 

deice, somet me E , nown 	 as "aravit' r[,I . 
lever, 	 or t.er 

Etance.
8. 	 Redioactive sL 


9. 	 Game traps (metali. 

c cf Wl lr.-r10. 	 Mist nets (or t-e IL'tre 0 I 

.1
 
I m ls. wild er,&ral products. (including birds and reptilesi 

II. 	 An 

,' stch birds or reptiles.


any eaog produced 


tt.e e 	 s and spav'a thereof. 
12. 	 Live fish., rnci ..!r,:rn 

' 

zctL r ev bees a:, fourcdation comb, uee 
171 	 Bees, honey vnn?,, 

to e. ard appliance, are subject
bee-l'eepino accessories 
 ' specified court' 
,er.it, from curtrie -E other than certain 

Afr ica. 

14. 	 Beans but excltL-i-q the followino:

,a) Seed beans in quant-Ities of less than 90 I!gs.
 

otherwise preser.ec. 
(b) Beans wh-ich 3re tinned, bottled o, 

15. 	 Ghee
 

http:preser.ec
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16. Compound products containing flour, meal residues and other
 
preparations of a kind suitable only for use as-animal foodstuffs
 
but excluding the following:

(a) Chemical additions to animal foodstuffs;
 
(b) Antibiotic growth stimulants;
 
(c) Inert filler;
 
(d) Trace elements:
 
(e) Synthetic animal foodstuffs;
 
(f) Salt 1 ick for cattle.
 

17. Eggs of poultry. whether in shell, pulp or dried form; eais oc
 

wild birds.
 

I . Gram, dhall.
 

19. Groundnuts.
 

20. Maize. including:
 

(al maize grits:
 
(bi maize ccres :
 

(CJ hominy chop: 
(d) maize of(l' s: 
(e) processed maize r,eals with or iiithout additives. 

21. C i seeds. oil -,e 1, oil cake, cfials ?rd residue from ,:,ijs;.e.Z 

Potatoes.
 

:,'Epoultry. i"c!ud o day old chics.
 

24. Rice, in the crirr. 

25. Rupol o, r upoko mea i rnger mi lets). 

26. Vegetable oil. utOexclu'ding almond oil, caster oil, cc-:rnn.vt oiI,
 
li nsFe Ed c. i a-.i ive c,). 

27. Benanas.
 

28. Meat.
 

The importatiion of all meat including dressed poultry is= r 
without permiss3n in nrsting from the Minister of Trade. indu'rv 
and Touriso. The mini Oer has, however, exempted the flwlc.in; 
from import control: 

All tinned me-t
 
All potted meet
 
Meat soups
 
Meat pastries
 

Edible meat fats
 
Tall ow
 
All cooked meats ether than cooked pork
 
All cooked hEm and cooked bacon
 
The importation of all animals and other animal products
 
require to be certilied as free from diseases before imporLt;on.
 

http:flwlc.in
http:cc-:rnn.vt


29. 	 Stationery.
 

30. 	 Fertilisers.
 

31. 	 Dieldrin.
 

32. 	 Aldrin (insecticides).
 

above.
33. 	 Corrugated iron sheets of 30 gauge and 


34. 	 Coarse salt.
 

r i
es
C. 	 IQgorsorgiatifg_-!A_1r-..g-territo
 

atbove provisions, goods originating in SterIini
Subiect to the 

territories do not require import 


terr itor ies are:

[omniors cther tUan Cenada 

4n, other Common.e Ith C'Ur trY 

The Republic of Scuth Airica 
the JordanHashmi te Kindon c( 

Ice Iand 
Republic of Ireland 
The State of Kuwait 
People's Republic :f Libva 

Western Samoa
 

licences. The Sterlinn
 

D. 	 I, 2ort s-ror cuurtr ics wchguQlifX frr er ener al LiceroaI 

Tr e at men t 

restricted crods originating i-,the
 
E:ceot where spez fic;'I 


following countries may be 


Aloeria 

Ano la 
Aroentina 

Australia 

Asitrja 
Beigium 

Bra: il 

Burma 

Burundi 

Kampuchea 

Cameroun 

Canada 

Central African Republic 

Chad 

Chile 

Congo, The 

Dahomey 

Denmark 


Open General L;cerjc :imported uncer 


Indoneszi
 
Israel
 
Lu)yembourp
 
Madagascer
 
Maur itus
 
Mall
 
Monacco: Principalitv of
 

Morocco: Sherifian Empire of
 

tiozambi oue
 
Netherlands
 
Nicaragua
 
Niger
 
Norway
 
Peru
 
Philipplres, The
 
Portugal
 
Roanda
 
San Marino
 



Dominion Republic Senegal
 
Ethiopia Somali
 
Finland Spain
 
France Sudan
 
Gabon Sweder
 
Germany, Federal Republic of Switzerland
 
Greece Taiwan
 
Guinea Togo
 
Haiti Korea. Republic of
 
Tunisia Liberia
 
Turkey Liechenetein: Principality of
 
United Arab Republic Upper Volta
 
United States of America Uruguay
 
Italy Vatican City
 
Ivory Coast Zaire
 

E. Countries from which _god must be licensed in every case
 

Goods Driainatino in cnuntries listed below also in these
 
countries' dependencies require import licence in every case.
 

Application for licences will be considered on their n.erts before
 
orders are placed.
 

Afghanistan Mey Icc 
Albania Mongolia 
Andorra Muscat and Osman 
Bhutan Neoal 
Bolivia Panama (including Canal Zone-
B lgaria Paraouai 
Cuba Peoples Republic of China (Pel inc 

Chin;)
 
Columbia Saudi Arabia
 
Costa Rica Thailand
 
Eastern Germany Tibet
 
El Salvador USSR (Russia)
 
Guatemala Venezuela
 
Honduras Vietnam (North and South)
 
Hungary Yeman
 
Iran Yougoslavia
 
Korea (South) Czechoslovakia
 
Korea (North) Poland
 
Laos Romania
 
Lebanon Iraq
 



MALAWI'S LIBERALISED IMPORTS
 

A. RAW MATERIALS
 

Majogitems on the a Rroved list:-

Agricultural chemicals
 
Chemical products for industrial use
 
Fertilizer in buil
 
Fuel including diesel fuel
 
Lubricating oils in bulk
 
Medicaments
 
Oil, petroleum refined
 

jet
SDirit, aviation for 2nd jet turbine engines
 
iron or steel.
Universal plates unworled, of 


B. SPARE PARTS
 

P1e 1or _items o the *rC ooeo list:-

Pearins
 
Conduit
 
Nuts. bolts, E:res
 

Eiectric rotors
 
Agricultural tractor artz
 

Pumos, weter. iv.d1,strialI:ed or specializ:ed 
Industr il refrigertior, equipment 
Spr rge 
V-3) es. tubes fcr irdustry 

Industrial water filters, centrifuqeE 

Insulated wire. ctbles
 



APPE2D3X C 

MMMMIQUE DCCE? ETS 

C-i Declaracao De Venda 
C-2 Export License Application
 
C-3 Irport Permit Application 
C-4 Customs Clearance Form 



/\ EVI)x (NOMERO EDATA DO REGISTO EACEITAO)
 

nEPOOLICA POP'ULAR DE MOCAMBIOUE 

MINISTIRIO DO COMIRCIO
 

DIRECCAO NACIONI. DE OPERAOES COMERCIAIS
 
Dclaraaio d4, Venda para ofeltos do registo 

a prenchr am quadruplicado (Reservado ao servigo do exportagio) 

REFERENCIA DO DECLARANTE 

N .' . . . . . . 

que deveri ser mencionado no pedido de exporta;io 

O EXPORTADOR 

domiciliado em solicita h D. N. 0. C. o, registo 

da seguinte venda, efectuada nos termos da regulamentaq;o em vigor: 

DESCRIQAO DA MERCADORlA
 

i Ouilcs
 
OUANTIDADE I
 

Outra medida
 

PRE(O POR UNIDADE PnECO TOTAL
 

PORTO DE EMBAROUE
 

MIS DE EMBAROUE
 

PAlS DE DESTINO
 

COMPRADOR
 

AGENTE
 

CONDIQOES DE PAGAMENTO:
 

OBS.: 

Deve ser anexado docurnftnto comprovativo da transacq;o (telex. contrato, carta ou outro do

cumento) relativo 5 venda acima descrita. 

de de 198 

(Assinaturea carimbo do exportador) 

lenq ogrt'c - 16463 



sb*Wj~ a3~RT *nso 

8'0 Wq*Pff~q9XI "Ivu"e q nh79o moaq.bm~w M&-*Wn0 ERMBUDLOA POPULAJ DMOJ 
j,,,QIEXPORThAP'~~Ao& TlX.,2 

9 OWA h w~ bwf _ "ba 

p~abda mad04 ammaiaaU 

dinsAdsv ow p""*os 
__________ r.. isue b i~is da____ ebdai is eD w w.m 



MIA Of~ (CUA SA. 	 OC~~CI ~ ~ r 7 

~ 	 L i '' WA4 Lt(DLICENQA 	 DE IMPORTA(QAO 
3 .	 OAEDATAbQ 0MINIST~b 

-PARADSPMIEPAGA1iNIO 	 EMIAO:~ E~I~ 
IA MI NSO 	U(SPANPARA 

( E]I. 	 .RODRIGUES RIBEIROJMPRA 	 MARIA 

CODIGO HOMWNOME CA (Mlft(IA 

COLPtTROI4ICS (sWm) LTD. 	 F3FT-71 SVIAZI NDIA 

4. DES EM3AAOUE/DESCARAA3. TRAASPOfITE 

LOCA:. 	 VC EXMBAROUE EMSAIROUES PARCIAISMAUO[]BIA NCL ufs
 

7 sm [M]HIO WCAUO J IR 
 MAL UTS;tSVIAZILANDIAj 

COOIGO 	 HOME E-0 PAIS 

DATA PREVISTA 	 DE CIIEGADA DITAMIS1WNO16AR ITWO 1EAROEMRO. RODOV,E. I 
6. FORMA OR PAGAe3MTS. CONOIVO03 	 DIE COMPRA 

101cf FOR/rot EASE TURPCONTRA CUN~T A 
lNTRrm(CAD0 D0DOC. 	 Wouvms11 o 	

11Af. 	 CR9DITO A PRAZO
wi lDr ry OUTRAS 	 NIERCADORIA 

OIS aACOESOBSE.RVAIVOE8 

0. 
PRdFRIOrCONDESE COPRP = FR"CAGO 	 NA ORIGE;4 FOR FUNDOS 

EMI MOEDA ESTRANCEIRA)DECOM4POSICAO 	 DO VALOR CIF/C&P
7. 	 VALOR 


MOEDA 
 CAMBIO 

D 
- RANDS 21 9001 	 0 8 500 0 

'IERCADURIACODIGO DISIGNACAO DA MOJ.DA 


EM MOEDA 0 0 0 0 0 QQ - VALOR CIO oioo01
4 lo 	 ooj110 
L SECiUROiQESTRAMO. 

0 03 0 AAL 0R40CVALO 0 0 0 	 1 

MAMMOALPT 

ASSINATURA E 	 CAIMo 
LICENCIADORAs. UcNCIAENTOENTIDADe 

DATA DE ELAOGRA.	 /[IIUSVAUDADK 	 II" CAIO ISPICIAI. CAD DO IMPRESSO 
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APPENDIX D 

TAIrT11IA DOHUITS 

D-1 Iew Open General License 
D-2 rxport Retention Schene Data 



Notice to All Importers. 
The New Open General Licence (OGL) 

imprters and the General Public are hereby notifiedthat the Bank of Tanzania is irnitlng *pplicatlons forrnexchange allocations to procure from abruoadriuod1 contained in the list which apears below
under the New Open General Ucen". 00L) AllImporters are requested to submit to the birector ofIfr, rt ijcence . p. itatian forms accompanied by a feeoffoers amaed by ap"e 
port Lcence under OGil ey kedonto"im 

All applications under OCI have to comply to the fol.awing conditions:. 

Lhe only items which are eligible for im ration
under the new 00L scheme are as listed below:, 

DTN NO. 	 DESCRIPTION 

1.05 	 Poultry Chicks 
11.07 	 Mait 
21.07 Beverage. Concentrates29.01 	 Chemical Elements, Inorganic


Agaic., Pharmac. Products. 

30.03 	 Medicaments, Drug ts.32.01 Tnning Extract of vegetables 

32.12 	 Tanning Substance.32.03 Synthetic organic substances for 
tanneries

32.04 	 Colouring matter of vegetable for 

tanneries
32(15 	 Synthetic substances fo- tanning 

32.06 	 Colour lakes for tanning35.05 DentfInes and glues35.06 Prepared alues not elsewhee 

38.1iC Werd Killers 

48.10 	 Cigarette Paper 
82.01 	 lioes
82.09 Knives (Agric. & Induitries)
84.060 	 inte.nal C.mbuqion (paris) 
84.10 	 Pumps for It rigation
84.11 	 Airpumps: Industirl &Agtic
84.18 	 rlltering and Purifying Pars
84.19 	 Machipery prts for cleanlng bottles
84.20 	 Weighing Machines
84.22 	 Lifting, handling and unloading
 

machinery

84.24 	 Agric. &iorticultural machinery. 84.2384.26 	 1larvesting & Thre~shing michineryDairyMacIery 

84.28 	 Other Agric. & orticultural machinery.84.38 	 Auxiliary Machinery & Spare 
parts for textiles

84.48 	 Accestories& Parts foz machine
 
tooll


84.49 	 Tools for working in the hand
84.59 	 Machinery pairt of cigarette'
84.61 iaps, Corks, Vxlves,etc.
84.62 	 Bal, roller, or needle roller
84.63 	 Transmision shafts, cranks for 

induftries & a$ric.
84.64 jasket. and imilar joints
84.65 	 Machinery paris
85.05 	 r1lectrical tools for working 

in the hand.87.U6 Parts &Accessrieq-Tactors
R7.14 Other Vehicles: Agric. Wagons. 

2. Each application submitted by a bonafide imprXter
'will he subject torn manimumn value equivalent to US 
SI 0 
EwhosE lega tl7tltY, will b3. Each bonntide mporter.who 1 a elntltyate twenttedn thsuivent of US MW rtialsP-itceding the equivaen $0,0. toU.. Issuance of Import Licences will be automatic, pFo
vided that the application conforms to the eligibility 
and quantitative ceiling; specified above:. 

5. ime limit between issuance of Import Licences andestablishmeni of letters of credit is two months,within which the letters of credit should be estab.
lished. Failure to observe this time limit will render 
the import licence null and 'old and there will be noproviiin for Its extension. Ilowever, the qppllrant
who is so time barred may choose to re-ur ly for thesecond round, provided he (she) comples with theconditions governing the importation under the OOL
System.

6. On the basis of the Import licenses issued by the Bank,letters of credit will be Immediately established by
National Bank of Commerce (NBC) In accordancewith Its uqual banking practices concerning local cur. 

rency cover. 
7. 	The importation of goods under the'new OUL 
facility will be sub)ect to all current 	Import proce.dures as stipulated in the Import Control Ordinance.
The Exchange Control Regulations Includlng SOSinspection will also apply to all g os Imprted under
the new 00L. 

8. 	Any aplication under the new OtL system which is 
not submitted in accordance with the conditions mid 
terms specified above will not be eligibleeifr consider. 
ation. 

fIANK OF TANZANIA
 
DIREI ORATE OF IMFORT LICr.NSINU
 

I)A]I,Y NTrWS i"'SDAR !;Al,AAM 

8 	 FEBRUARY I988 



EXPORT COMMODITIES FOR NEW RETENTION SCHEME
 

k9 	 MAJOR TRADITIONAL COMMODITIES
 

1. 	 Coffee (Raw)
 

2. Cotton Lint
 

3, Sisal Fibre
 

4. 	 Tea (Bulk) 

TobavJo (Raw) 

6. 	 Cashewnuts
 

7. 	 Diamonds
 

8. 	 Residual Fuel Oil
 

9. 	 Pyrethrum
 

10. 	 Cloves
 

11. 	 Orq nized Gold
 

12. 	 Sugar
 

13. 	 Hides and skins
 

14, 	 General Utilities (e.g. P&T, Road TransportlHarbours,
 

Air Transport, Railway Transport,Electricity, Water).
 

15. 	 .ild life products - ivory, ivory carvings, animal
 

skins etc.
 

16. 	 Instant Coffee
 

17. 	 Blended tea
 

18. 	 Salt
 

19. 	 Cocoa and cocoa beans
 

20. 	 Wattle bark extract
 

21. 	 Sisal twine
 

22. 	 Tanned Leather
 

23. 	 Cotton varn
 

24. 	 Cotton Seed cake.
 

..... /2
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B NON TRtDITIONAL INDUSTRIAL PRODUCTS 
EXAMPLES: 
(Products from installed manufacturing and
 

processing capacities),
 

Bll INDUSTRIAL PRODUCTS TO nE EXPORTED WITHOUT SPECIAL CLEARNCR. 

1 
 Textiles (including cotton yarn, towols, blankets and
 

Canvas Products'. 

2. Aluminium Products 
(including Galvanised sheetsCi.cles etc,
 

3, Metal products
 

4 Leather products/shoes, bags and components
 

5. Chemicals
 

6. Fishnets
 

7. Radio and Radio Casettes 

8, 
 Bottles and Glassware
 

9. roam mattreps
 

10, Plastic products (pipescontainers etc.)
 

11. Radiators
 

12. Steel drums
 

13. Utensils/Enaelware
 

14. Electric Cable., 
motors and conductors
 

15, Trancformers and Switch gears
 

16, Fridgea & deep freezers
 

17e 
 Glue and Paints
 

18. Nails, screw (Industrial Fasternes)
 

"±9. Spectacle frames
 

20. Canned beef# fish and fruits
 

21. Pulp and Paper products 

22. Thermos FlaZk&
 

23. Cutlery
 

24, Phosphates
 

25. Meerschaum Products (Smoking pipes etc.)
 

26. Timber and Timber products
 

27, Ceramics
 

2R. S:ieet glass
 

29s 
 Icrap metal -.subject to annroval by sectoral Ministry
 

30. !-nnwlware 



I 
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11. Battery caps and bottom discs
 

J2. Kitchen and bush knives
 

J3. Shoe eyelets
 

34. 	 Any other items not specified to be approved by
 

The Ministry of Industries and Trade.
 

CIAL CLEARANCE
0 2: 	 If- .. IAL PRODUCTS TO BE EXPOHTED AFTER S1 

1. 	 Cigarettes
 

2. 	 Cement
 

3. 	 Tyres and Tuk>2s
 

4. 	 Batteries, dryculls and battery components
 

Soap and detergents
 

6. 	 Cooking oil 

Beer, spirits and wine 

8. 	 Electrical fittings
 

C: 	 OTHLR NON TRADITIONAL PRODUCTS/SERVICES
 

E'AVPLES: (Products not coming from installed Manuficturinq/ 

processing Capacities):-

Small Scale Gold nut these items are subject to 

2. 	 Gemstones detailing by the inistry of Water t
 

Energy and Minerals.
 

3. 	 Tin 

4. 	 Mica
 

5. Fish (Prawns, Lobsters utc.)
 

6, Handicrafts
 

7. 	 Live Animals (e.g. Cattle, etc)
 

8. 	 Live Birds
 

9. 	 Horticultural produce (vegetables,onions,flowers,fruits)
 

10. 	 Pepper
 

11. 	 Cardamon
 

12. 	 Beeswax 

13. 	 Honey
 

14. 	 Kapok Fibres and Seeds
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16. 	 pigeon Peas
 

17. 	 Fresh Meat
 

18. 	 Tourism
 

19. 	 palm Kernels
 

20. 	 Groundduts
 

21. 	 Simsim Seeds
 

Private Transporters
22. 


Any other items not specified to be approved by
23. 


hi-.±ctry -f Industries and Trade.
The 




GOODS 	TO BE IMPORTED UNDEA THE RETENTION
 

SCHEME 	 TO .AT FOR AGRICULTURAL, MARINE 

AND MINING REQU TREMENTS
 

so 	 Pgricultural tools and implements
 

2. 	 Tractors and tractor spare parts 

3. Load carrying vehicles and their spare parts 

4, Gunny bags 

and for rotton ginning,S. 	 Industrial machinery spares 

curing of tobaco and coffei and pr ssing of casheauts, 

sugar, 	 tea and sisal. 

6. 	 Fishing gear and equipment including nets, hooks,
 

outboard and inboard engines, pressure lamps etc.
 

7, 	 Hammer .ila. 

8. 	 Fertilizers
 

go Insecticidezy pesticides and fungicides 

;O., Spare parts and accessories for mining equipment. 



GOODS 	 TO BE IMPORTED UNnER THE RETENTION SCHEME 

TO ENHANCE INDUSTRIAL PRODUCTION 

1. 	 Industrial Machinery and Spares
 

2e 	 Chemical Elements and compounds
 

3. 	 Dyeing, tan!,ing and colouring materials 

4. 	 Packing m3terials (including plastic, metal and paper
 

containers).
 

5. 	 Heat insulating bricks
 

6. 	 Iron and steel (including ingots,bars, angles, sheet
 

piling etc.)
 

7. 	 Non-ferrous metels (includinj copper, zinc, aluminium etc,)
 

8. 	 Carpentry tools
 

Re 	 Other proven raw materials and inputs for industry
 

not otherwia specified.
 



GOODS TO BE IMPORTED UNDER THE RETENTION SCHEME
 

FOR INCENTIVE PURPOSES INCLUDING FOODITOURIST
 

AND EDUCATIONAL SECTOR RE,)UIREMENTS 

1. Bicycles, motor 
cycles, spores and accessories.
 

2. 
 Tourist sector requirements (except beer and soft drinks)
 

3. Baby foods ) 

4. Sugar 
 ) To be imported subject 

5. Rice 
 ) to approval by sectoral 

S. Maize ) ministries 

7. Wheat and wheat flour ) 

8. Beans ) 

9. Sports gear 

10. Stationery, educational materials and text books
 

J1. Photographic and photn copying equipment and accessories
 

12. Second hand clothing (to 
be imported with fumigation
 

chemicals)
 

13. Gents, ladies, children garments
 

14. Piece goods (continuous) 

15. Piece goods :dis-continuous)
 

16. Blankets
 

17. Cooking oils 

18. Salt
 

19a Yeast
 

20. Shoes 

21 Shoe polish 

22. Socks and stockings 

23. Parafin wax 

24, Stainless steel cutlery and ceramic crockery
 

25. Radios and radio batteries
 

26. Hurricane lamps and lanterns 

27. eefrugerators And leep Preezers 
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,GuOUS TO BE IMPORTED ,UNDER THE PXTENTION SCHEME 

TO MEET REQUIREMENTS FOR COMMUNICATIONS9TIANSPORT 

AND CONSTRUCTION INDUSTRY
 

I* Load carrying vehicles (lorries etc.)
 

2. Passenger carrying vehicles (buses)
 

3. Tyres and tubes 

4. Motor vehicles spare parts and accessories 
4 

Accessories and spares for repair of telephone and
 

telex systems 

Loading and unloading equipment, spares and accessories
 

and other port facl;tse. 

7, Arcessories and spares for locomotive engines and aircraft@ 

8# Building materials; 

(a) Roofing materials, including corrugated iron sheets 

(b) White cements 

(c) Sanitary and lavatory appliances (e.g. basins,sinks
 

and siiLlar sanitary were). 

(d) Water tubes/pipes fittings
 

(e) Hinges, locks and door handles
 

(M) Tiles (walls and floor) and other ceramic products
 

(g) Louvre glass
 

(h) Steel plates and bars
 

9, Electrical goods: 

(a) Electrical fittings for buildings e.g. (plugs sockets)
 

(b) Electrical cables 

(c) Electrical bilbs 

(d) Electric lighting fittings
 

(a) Power generation and transmission requirements. 



GOODS TO BE IMPORTED UNDER THE ReT5NTION SCHEME TO 

CATER FOR HUMAN HEALTH AND VETERINARY-RE-WIREMENTS 

I& Non-prescription (over the counter) drugs 

2. Prescription drugs ) Subjects to 
3, Animal and poultry feeds and premixes )) prvlb 

) Sectoral
4. Day old chicks M)Ministry
 

5. Veterinary medicines ) 
)

6. Foam mattresses foc HoSpi.a%, an4' scolz 

7. Toilet and laundry soap 

8. Tooth brush
 

91 Tooth past*
 

10. Spectacle frames and lenses 

11. Ambulances 

12. Mobile clinics 

NOTE THAT IMPORTERS UIt'DER THE IMPORT RELAXATION 

POLICY SHOULD JLSO ABIDE BY THIS IMPORT LIST 

DISIGN TED 

\\G
 


