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Executive Summary

The decade of the 1990s has been a tumultuous one for Zimbabwe n general, and for her
economy 1n particular The purpose of this paper 1s to discuss Zimbabwe's micro and
small enterprise (MSE) sector, and how that sector may have been mnfluenced by changes
1n the economic environment In 1991, a nation-wide survey of MSEs was conducted In
1993, a follow-up survey was conducted, with the primary purpose being to examine
changes since 1991 In early 1998, a third nation-wide survey was commussioned For
the most part, these surveys used the same methodology, and visited precisely the same
areas

Fieldwork for the most recent survey began in January of 1998, and concluded in March
0f 1998 Some 19,933 households or shop sites n 40 enumeration areas were visited At
these sites data on 7,369 existing MSEs were collected Of these, 749 were involved 1n
agriculture, mining, and forestry, and another 553 MSEs located in the Mbare and
Renkini markets were interviewed These groups of MSEs were not covered 1n the
earlier surveys An additional 749 respondents were interviewed regarding enterprises
which closed since 1993

The survey results show that 1n early 1998, there were some 860,000 manufacturing,
commercial, and service MSEs in Zimbabwe employing approximately 1 65 million
persons An additional 442,000 agricultural and mming MSEs also exist, and these
employ another 2 2 million Zimbabweans

For the most part, manufacturing, commercial, and service enterprises in Zimbabwe are
full-time, year-round operations They represent the biggest source of mcome for most
households The most common sorts of these MSEs are engaged 1n trading or
manufacturing Although most MSEs are located n rural areas, there are more urban
MSEs than one might expect given the proportion of Zimbabwe's population that resides
in urban areas Proprietors are more often female, have on average some secondary
school education, and are overwhelmingly black Zimbabweans Fmally, most
manufacturing, commercial and service MSE list final consumers as their main customer

The 1998 survey also gathered information on MSEs 1nvolved 1n agriculture, mming and
forestry Neither of the earlier studies tackled such firms These enterprises are evidently
important despite representing only one-third of Zimbabwe's total number of MSEs,
agriculture and mining MSEs employ 57% of the 3 8 million person MSE workforce
The most common types of agricultural and mining enterprises are maize growers,
poultry farmers, and growers of multiple crops Together, these three types account for
more than two-thirds of all agriculture and miming MSEs and employment i such MSEs
Agriculture and mining MSEs are somewhat less profitable and have higher average
start-up costs than manufacturing, commercial, and service MSEs, and livestock farming
has especially low average profit levels However, agriculture and mining MSEs do
expand theirr employment at shightly higher average annual rates than do manufacturing,
commercial and service MSEs In general, the inclusion of agricultural and mining



activities 1n the survey pointed to the interconnection between agriculture and non-
agriculture activities, and their combined role 1n Zimbabwe's economy

Although the total number of manufacturing, commercial, and service MSEs 1s roughly
what 1t was 1n 1991, there are nearly 9 0% fewer such enterprises than existed 1n 1993
Furthermore, while the numbers of manufacturing, commercial, and service MSEs
located m urban areas have increased over 30% since 1991, there are nearly 14% fewer
rural MSEs Despite the overall contraction in the numbers of manufacturing,
commercial and service MSEs (especially 1n the rural areas), total employment in these
sorts of MSEs has expanded by 22 0% since 1991 To be sure, most of this increase has
come 1n the urban areas, but employment 1n rural manufacturing, commercial and service
MSEs has increased by 9 0% Tlus points to an increase both 1n the average number of
workers per firm, and to substantial changes n the firm size distribution In particular,
MSEs 1n 1998 averaged 1 91 workers (inclusive of any working proprietors),
substantially more than the 1 56 reported for 1991 58% of MSEs 1n 1998 are one-person
operations, as compared to 1993, when 78% of the MSEs were one-person firms In
1998, MSEs 1n the 2 to 4 workers category, and to a lesser extent those mn the 5 to 9
worker category, are much more common than before

The types of manufacturing, commercial, and service MSEs have changed over time as
well In general, trade-related and service-related are much more common than before,
with manufacturing-oriented businesses making up a substantially lower proportion of all
manufacturing, commercial and service MSEs The textile manufacturing subsector has
shown particularly dramatic contraction This may largely reflect Zimbabwe's efforts
over the 1990s 1n trade liberalization

While a similar proportion of proprietors of manufacturing, commercial and service
MSEs report never having recerved credit for their businesses (90 0%) over the 1991-
1998 per1od, of those which have received credit, the types of loans have changed Fewer
loans are coming from family or friends and from moneylenders, and more MSEs have
recetved bank loans Microloan programs such as Zambuko have reached 1 1% of the
MSEs 1n Zimbabwe Formal sector loans are more likely to be given to urban-based
enterprises, and these reach comparatively few female-owned firms Microloans,
however, are more commonly received by rural MSEs, and by female proprietors

Most MSE creation seems to occur 1n times of macroeconomic downturns More than
half of all manufacturing, commercial, and service MSE births in the 1994-1998 period
are concentrated in 6 marginally profitable sectors In addition, regression analysis

~ suggests that for every 1% decrease 1n the growth rate of GDP there 1s an increase of
nearly 0 6% m the MSE birth rate

MSEs engaged 1n manufacturing, commerce and services are also much more likely to
close during economic downturns for the 1988-1996 period, each 1% decrease 1n the
GDP growth rate leads to a 0 38% increase in the MSE death rate Over half of MSE

deaths occur 1n just 6 sectors Not surprisingly, these six are among the lowest profit
sectors



Grven the changes that have occurred in the MSE sector over the past decade, 1t 1s also
important to examune firm expansion The average annual rate of firm employment
expansion 1s 12 5%, which 1s substantially more than the 2 4% of 1993 or even the 7 4%
of 1991 A much smaller proportion of MSEs have remained the same size in terms of
employment 1 the post-1993 period than in previous periods This supports the earlier
finding that more MSEs are "graduating" to larger sizes than ever before

The transformation of the MSE sector in Zimbabwe over the 1990s has also profoundly
affected the role of women 1n this area  Whereas 1n 1991, nearly three-quarters of all
MSEs were owned by women, this figure had fallen to only 58% by 1998 Not
surprisingly, of all the MSEs that closed in the 1994-1998 period over 80% were female-
owned Women-owned enterprises are concentrated into a small number of relatively
low-profit types, especially small-scale textile manufacturing and certain sorts of
vending Women-owned firms are smaller both 1n terms of sales and 1n terms of workers,
have much lower profits, and grow more slowly on average than those firms owned by
their male counterparts Finally, women entrepreneurs are less likely to re-invest their
profits into their MSEs than men are

Zimbabwean MSEs face a number of constraints The most commonly cited problems
mnclude market problems (especially not having enough customers), finance constraints
(especially a lack of operating funds) and nput difficulties (especially mput cost) There
1s evidence that competition from imports may be more of a problem than 1n earlier
periods

The urban markets in Bulawayo (Renkim) and in Harare (Mbare) were also enumerated
These two markets together are estimated to contain 2,483 MSEs which employ an
estimated 3,675 persons In 8 of the 13 types of MSEs for which data were available,
profit levels were higher than similar business located elsewhere in Zimbabwe For the
most part, urban markets represent opportunities for certain types of MSEs to earn
higher-than-average profits

The micro and small enterprise sector in Zimbabwe 1s showing signs of maturing with the
generally positive economic climate, but 1t continues to serve as a mechanism to capture
those with no other economic options In short, the sector 1s characterized by both
growth and poverty alleviation components As the MSE sector continues to evolve with
the changing macroeconomic climate, we should expect to see some "winners" and some
"losers" 1n the process For example, some domestic manufacturers may continue to lose
out to imported products Simularly, the role of women 1n the sector may continue to
dimimsh Further mnvestigation 1s needed to more fully understand these trends

X1



Section One
Introduction and Background

The decade of the 1990s has been a tumultuous one for Zimbabwe 1n general, and for her
economy 1n particular The purpose of this paper 1s to discuss Zimbabwe's micro and small
enterprise (MSE) sector, and how that sector may have been influenced by changes 1n the
economic environment In 1991, a nation-wide survey of manufacturing, commercial and
service MSEs was conducted This survey revealed the existence of some 867,784 such MSEs
employing an estimated 1 35 milhon Zimbabweans (see McPherson, 1991) In 1993, a follow-
up survey (see Danzels, 1994) was conducted, with the primary purpose being to examine
changes since 1991 In early 1998, a third nation-wide survey was commussioned For the most
part, these surveys used the same methodology, and visited precisely the same areas, although
the 1998 survey was expanded to include agriculture, mimng, and forestry activities, plus two
urban markets

Many overlapping factors have caused or contributed to the changes in Zimbabwe's economy
over the 1990s Much of the turmoil can be traced to climatological factors Droughts 1n 1992
and 1995 caused real GDP to shrink, while improved agricultural conditions 1n other years
contributed to modest economic growth (see Table 1 1)

Table 1 1
Zimbabwe's GDP Growth and Consumer Price Inflation,
1988-1997
) . Annugl Growth Rate 7 Annual Consumer —
Year . |. of Real GDP (mn. Price Inflation
> ~percent) (npercent) -
1988 974 740
1989 6 34 12 85
1990 191 17 37
1991 241 2300
1992 -5 30 42 28
1993 463 2800
1994 440 2188
1995 -1 80 2271
1996 810 16 40
1997 370 2010

Source  1988-1995, World Development Indicators
1996-1997, Reserve Bank of Zimbabwe



The 1990s also witnessed the implementation of the Economic Structural Adjustment
Programme (ESAP) Its successor, ZIMPREST, was to have started in 1996, but has not yet
been implemented In spite of this, and of other stops and starts along the way, and although
Zimbabwe's efforts at structural adjustment have not achieved all of 1ts stated aims, these efforts
can generally be credited with the following'

A reduction 1n the government's budget deficit to below 10% of GDP
Liberalization of the foreign trade and exchange markets
Some progress in domestic deregulation and privatization

Inflation has been brought under control from a peak of around 50% 1n 1992, annual
consumer price inflation has fallen to approximately 20% by late 1997

The structural adjustment process has not been painless however As part of the austerity
imposed during the budget-cutting exercise, the government has reduced the size of the civil
service, creating a need for even greater private sector job creation The government has also
sought to increase tax revenues Deregulation and privatization have led to higher prices for
some commodities Indeed, the violent riots that occurred i the latter part of 1997 and again 1in
early 1998 were largely protests against higher taxes and the increases n the prices of staple
commodities Overall, the fact that GDP growth rates continue to lag behind inflation has meant
that per capita real mcomes have been falling > According to the Poverty Assessment Study
Survey, real wages 1n Zimbabwe have declined substantially, and poverty levels have increased
over the 1990s * Furthermore, Zimbabwe’s private sector has been hurt by double-digit real rates
of nterest, which have resulted from the government’s need to finance 1its shrinking, but still
high budget deficits

Trade liberalization has had important effects on Zimbabwe's economy Trade liberalization
pursued as part of the structural adjustment exercise has increased the avarlability of imports
needed by Zimbabwe's manufacturing sector, likely spurring economic growth However, these
same changes have led to greater competition that many domestic producers face from imports
These 1ssues are particularly contentious as regards the textile sector While Zimbabwe has
become more open to foreign textiles, many claim that South Africa's market has remained
relatively closed to Zimbabwe's textile exports

All of these changes are likely to have had an impact on Zimbabwe's MSEs Besides changes in
numbers of and employment 1n MSEs, many other aspects of the sector may have been affected
over this period These could include changes 1n the sectoral distribution of MSEs, their relative
profitability, their location and ownership structure as well as others It 1s also possible that the
MSE sector would have evolved in important ways even 1n the absence of the changes described
above As a result, 1t will not be possible to state conclusively whether a given change 1n the

! Except where otherwise stated, information n the paragraph 1s taken from Government of Zimbabwe, 1996

% Reserve Bank of Zimbabwe It should be noted that many observers believe actual mflation in 1997 was higher
than officially reported figures

? For further detail on structural adjustment and its effects, see Iman1 Development (1996), and Kapoor, et al
(1997)

* Mmustry of Public Service, Labour and Social Welfare, Social Development Fund (1997),p 9



economic environment has caused an observed change in the MSE sector Nevertheless, the
results presented below may provide important msights to policy-makers

The focus of this paper will be to describe Zimbabwe's MSE sector and to discuss changes 1n 1t
over the past decade The following section describes 1n detail the survey methods An
overview of Zimbabwe’s MSE sector 1n 1998 1s provided 1n Section Three Section Four focuses
on changes to the MSE sector, including changes m magmtude, employment, firm size, and
changes 1n both the sectoral and spatial distributions Section Five examines changes 1n the
patterns of firm creation, expansion and closure, while Section Six explores gender-related

1ssues Constraints faced by firms, and how these constraints may have changed, are considered

in Section Seven Section Eight considers MSEs mn urban markets A final section offers some
concluding remarks



Section Two
Survey Methodology

21 Introduction

In order to msure comparability between the surveys, the 1998 survey followed to the greatest
extent possible the methodology of the 1993 survey There are, however, two important
differences First, the 1998 survey gathered data on agricultural, mming and forestry-related
enterprises So that comparisons can be made with the findings of the earlier surveys, these
enterprises are analyzed separately in the following sections All other analyses include only
mnformation on manufacturing, commercial and service businesses

A second difference involves the nclusion of enterprises in the major urban market areas
Whereas the earlier surveys did not directly include such areas, the 1998 did purposively sample
the Mbare market 1n Harare and the Renkin1 market in Bulawayo This information cannot be
used 1n the national extrapolations, since these areas were not drawn randomly However, 1t 15 of
some interest to better understand traditional urban markets Section Eight discusses the sample
properties from these areas

Although great care was put into the design and implementation of each survey, the data have
certain limitations These are discussed 1n detail in Appendix A

22  Survey Timing

Fieldwork began in January of 1998, and concluded in March of 1998 The earhier surveys both
occurred later 1n the year approximately August through October in each case Though
impossible to control for, the reader should keep 1 mind that some of the differences between
the present survey and the earlier ones may be attributed to seasonal factors However, most
MSESs 1 each sample are year-round operations It 1s unlikely that there are substantially more
or fewer MSEs at different seasons Efforts have been made to control for seasonality in the
calculations of firm profits, and of firm employment

23 Defimtions®

231 MSEs
For purposes of this survey, MSEs will be defined as

-crop agricultural enterprises with 50 or fewer employees with sales of at least
7.$2,000 (approximately US$111)

-all other businesses with 50 or fewer employees that are involved 1 agriculture,
mining, manufacturing, commerce or service activities and which market at least
half of their production

By including agricultural and mining, this definition 1s substantially broader than in the
earlier surveys However, the survey instruments were designed 1n such a manner that 1t

° A more complete List of definitions used n the survey can be found m Appendix G



1s possible to compare the 1998 results with those of the earlier surveys by including only
the manufacturing, commercial, and service enterprises 1n all comparative analyses

While the 1991 survey collected data on firms with up to 50 employees only, the 1993
survey collected data on firms 1n the 51 to 100 employee range However, we exclude
this information from our analysis 1n order to be able to compare across surveys

232 MSE Employment
MSE employees are of four types
e Working proprietors
e Unpaid workers (usually family members)
e Paid workers
e Apprentices

233 MSE Profitabiity

The 1998 survey gathered mnformation on MSE revenues, expenses and profits Besides
the proprietor’s own estimation of profits, an estimate was made based on a calculation of
annual sales and annual expenses ¢ The profit figure reported below 1s computed on a
cash-flow basis, in which expenses are counted in the year m which they occur In
addition to calculating profits in this manner, Damels (1994) allowed for depreciation of
capital expenditures over time She found that the two methods delivered very similar
figures A discussion of how profits and costs are calculated can be found in Appendix D

It 1s important to note that the profit figures generated by the survey and reported below
are not defimtive, but rather illustrative As the reader may appreciate, 1t 1s difficult to
quantify profits even 1f the primary objective of a given survey 1s to do so Thus results in
part from the sensitive nature of the 1ssue, from the fact that most MSE proprietors do not
keep books, and also because many may not thoroughly understand the concept of profit
The surveys described here are designed to gather data on a large number of MSEs 1n a
very short period of time In short, the reader 1s advised to treat all figures mvolving
profits or revenues with caution A more definitive and certamn description of MSE
profits in Zimbabwe must wait for a multiple-visit survey that considers the 1ssues in a
more comprehensive manner

24 Survey Instruments

Two instruments were used 1n the 1998 survey An existing business questionnaire (EBQ)
gathered information on each firm’s general characteristics, its labor force, 1ts proprietor’s
characteristics, mnformation on 1ts sales, costs and profits, in addition to other pertinent data A
shorter closed business questionnaire (CBQ) was also admimstered to proprietors who reported
having a MSE that has folded during the past four years It generated data on each closed firm’s

6 Expenses mclude stationery, fuel, nventory, purchased inputs, hired labor, transport, rent, mamtenance and
repamrs, and others The survey made no effort to deduct payments to the owners, as this would be exceedingly
difficult information to gather with this particular survey method



labor force, the reason why 1t closed, its proprietor’s characteristics, as well as other information
Both survey instruments are contained 1n Appendix H

To ensure comparability, to the greatest extent possible the 1998 survey instruments used the
same questions as those used 1n 1993 There are, however, some notable changes

-In addition, supplementary questions regarding possible agriculture and mining activities
have been added to the EBQ For example, for non-agricultural enterprises it 1s probably
better to gather data on sales and costs by asking proprietors to recall the most recent
week and month, and then learning whether the most recent month was an average,
below-average, or above average sales month However, given the seasonality inherent
1n agriculture, 1t may be more useful to ask agricultural proprietors to recall last year’s

figures

-A number of questions appearing on the 1993 EBQ were deleted from the 1998
mstrument To a great extent this reflects changes 1n the particular secondary goals of the
survey That 1s, some of the 1ssues that the 1993 survey was concerned with are no
longer of pressing interest Examples include

-the effects of the 1991-2 drought on MSEs,

-the effectiveness of small business associations,

-the degree to which MSEs have telephone service, and the perceived demand for
such services,

-the impact of various governmental laws and regulations (such as taxes,

minimum wage laws, foreign exchange regulations, and registration requirements)
on MSEs

Although these 1ssues are certainly interesting, given the need for brevity owing to the
expanded definition of MSEs, and that these 1ssues are no longer considered to be of
paramount importance, these questions were omutted For a full discussion of these
1ssues the nterested reader 1s referred to Daniels (1994) In addition, questions regarding
possible agricultural activities of MSE proprietors were left off the 1998 EBQ, since
agricultural activities were counted explicitly

-The CBQ was also shortened somewhat In particular, questions that appeared in the
1993 survey regarding the sales, costs and profits of the closed business have been
deleted from the 1998 version This 1s largely because it 1s unlikely that proprietors’
recollections of such numbers from defunct businesses are even roughly accurate



25  Sampling Methodology

The 1998 survey closely follows the sampling procedures of the earlier surveys Once agan, this
1s n order that the data be comparable Since no list of MSEs 1n Zimbabwe existed mn 1991, the
original survey selected the respondents using a stratified cluster sampling method This method
mnvolves first dividing the country into strata The particular strata in this case are as follows

-Urban “high density” areas, typically inhabited by low-income households

-Urban “low density” areas, typically inhabited by higher-income households

-Urban commercial areas

-Urban industrial areas

-Smaller towns (populations under 20,000)

-Growth points, which are towns in which businesses are given special incentives by the
government 1n order to promote rural development’

-Rural Areas, governed by Rural District Councils, which encompass the communal
lands (the former District Councils, traditional land tenure) and commercial farming areas
(the former Rural Councils, freehold land tenure)

In the analyses that follow, we consider smaller towns, growth points, and rural areas together as
"rural," and the other strata together as "urban" Thuis aggregation 1s 1dentical to that used 1n the
analysis of the 1993 survey ®

Within each stratum, a number of census enumeration areas (EAs) were randomly selected The
survey then canvassed each selected area, visiting every possible household and shop within the
EA In 1991, a total of 58 EAs were covered To correct for possible oversampling of urban
areas and for reasons of resource constraints, th1s number was reduced 1 1993 to 40 EAs The
1998 revisited the same 40 areas that were included 1n the 1993 survey The survey areas are

marked on the map that 1s Figure 2 1 A complete list of these areas can be found 1n Appendix
B

26  Sample Size

The 1998 survey visited 19,933 households, shops, factories, and other sites n 40 enumeration
areas At these sitesdata on 7,369 existing MSEs were collected Of these, 749 were involved
1n agricultural or mining production, and another 553 MSEs located in the Mbare and Renkim
markets were interviewed

In 1993, the survey visited a total of 11,762 households and shops, collecting information on
5,356 existing enterprises 14,035 sites were visited during the 1991 exercise 1n 58 enumeration
areas 5,575 primary MSEs were 1dentified and enumerated, and limited information was
collected on an additional 1,194 secondary enterprises

7 Although Zimbabwe’s second-largest city, Chitungwiza, 1s officially considered a growth point, for this survey 1t
was considered an urban high-density area

§ As Zimbabwe has changed over the past decade, areas that were once considered rural may be more reasonably
classified as urban So that the 1998 survey findings could be compared to those from the earlier surveys, we
continue to use the origmal classification scheme Should this scheme become outdated m important ways, the
sampling frame for future surveys would need to be completely redrawn



Additional information was collected during each survey regarding closed enterprises In 1998,
749 respondents were interviewed regarding enterprises which had closed since 1993 In the
1993 survey, information was gathered on 706 enterprises that had ceased to operate during the

preceding three years The 1991 survey collected mformation on 1,101 enterprises that had
closed 1n the past
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27  The Data Collection Process

Fieldwork for the 1998 survey was carried out during the first three months of 1998 The
mterviewing was conducted by two teams of enumerators, with each team led by a supervisor
Enumerators and supervisors, as well as the office staff, underwent a one-week training program
At the conclusion of the training, the final selections of enumerators were made Enumerators
were selected based on performance on written tests, participation 1n traiming, prior experience
and education

28  Data Extrapolation

The survey results were extrapolated to the national level based on mmformation about the
population 1n each stratum, and the proportion of households within each stratum with MSE
activity A weight was assigned to each case based on 1ts relative representation of the national
MSE sector This weighting procedure, which 1s described 1n detail in Appendix C, follows
exactly that used in the 1993 Zimbabwe survey This allows comparisons to be made across
time

In all of the analyses that follow, weighted data are used Thus 1s done so that the results reflect
the profile of MSEs at the national level rather than simply for this particular sample of MSEs
All figures reported are based on weighted data, unless otherwise noted °

? Statistical tests reported m this paper are based on the unweighted sample data This 1s necessary since weighting
artificially inflates the sample size
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Section Three
Zimbabwe's MSE Sector in 1998

Overall, the MSE sector has 1n excess of 1 3 million MSEs, of which 66% are engaged in
manufacturing, commercial, or service activities The remaming 34% of MSEs are 1n the
agriculture and mining sectors We shall analyze these two broad categories of MSEs 1n the
following sections

31 Manufacturmmg, Commercial and Service MSEs

311 Magnitude

As of March, 1998, there were approximately 860,329'° manufacturing, commercial, and service
MSEs mn Zimbabwe These busmesses employed 1,647,664 persons, which 1s 24 8% of
Zimbabwe's working age population 1

312 Working Patterns
For the most part, MSEs 1n Zimbabwe are full-time activiies Of Zimbabwe's manufacturing,
commercial, and service MSEs, 88 3% operate 12 months out of the year More than three-

quarltg,rs are open at least 25 days per month, and three-quarters are open 8 or more hours per
day

313 Importance to Zimbabwe's Households
MSE:s are a common way that households make ends meet as Table 3 1 shows, 41 0% of urban
households are involved in MSE activity, and 25 9% of rural households are

Tabie 3 1
Percentage of Households
With Manufacturing, Commercial or Service
MSE Achvity

“Number of | ;Number of - Percentage of

Stratum " Households
ST Households MSEs -1  \with MSES’
Urban 807,472 331,251 41 0%
Rural 2,045,685 529,078 25 9%
Totat 2,853,157 860,329 302% .

1% As noted above, the 553 MSEs sampled purpostvely in the Renkini and Mbare urban markets are not mcluded m

the analysis of this section These are mstead discussed separately in Section Eight

' According to the World Factbook, 54% of Zimbabwe's population m 1997 was 15 to 64 years of age Assuming

this proportion also held n 1998, and that the 1998 estimated population of 12,320,265 (see Appendix Table F 3) 1s
correct, Zimbabwe's working age population in 1998 was 6,652,943

12 It should be noted that being open for business does not necessarily mean that workers are productively engaged

m busmess activities at all times
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Of the households that do have MSEs, over 90% have only one MSE Another 7 9% operate 2
businesses This information 1s presented in Table 3 2 On average, households with MSE
activity have 1 12 businesses

In addition, the importance of MSEs to households can be understood by examining the
proportion of household income that comes from MSEs Almost two-thirds of proprietors report
that their businesses provide half or more of household income The 1996 AIMS survey of
urban microenterprises 1n Zimbabwe reports a stmilar figure respondents report that roughly
two-thirds of their households’ monthly income comes from microenterprises B On average,

MSEs engaged mn manufacturing, commerce, and services generate annual profits of over
7.$29,000

Table 32
Number of MSEs Operated
By the Household
‘Number of MSEs Operated | Percent of
" ‘By'the'Household 1 Total
1 90 2%
2 7 9%
3 13%
4 0 5%
5 *
Total _100.0%

* less than 0 1%

314 MSE Workforce

Tables 3 3 and 3 4 describe the manufacturing, commercial, and service MSE workforce 1n
Zimbabwe As shown m Table 3 3, nearly two-thirds of all MSE employees are working
proprietors Paid workers make up 19 1% of the MSE workforce Another 15 6% are unpaid
workers, usually family members

Table 33
Proportion of MSE Employment
By Employee Type

- v .. Percentage of -
Employee Type =~ ~| .~ Total MSE

¥ Employees
Working Proprietors 646

Paid Employees 191
Unpaid Employees 156
Apprentices 07

L1 A B W X e

' The results of this USAID funded survey are only available m draft form, and all references to that report should
be considered prelminary See USAID (1998),p 7
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Table 3 4 demonstrates that most MSE employees are female In addition, 91 1% of all MSE
employees work on a full-time basis * Only 2 1% of MSE workers are reported to be children
between the ages of 7 and 15 years of age

Table 3 4
MSE Employee Characteristics

T T T T Dercemtage of
Employee’- © - - | TEFRSEEY
gﬁhafggienstag R -5 Totat MSE> )
T PR, -~ Employe .
Female 571
Part Time 89
Children 21

315 Size Distribution

On average, Zimbabwean manufacturing, commercial, and service MSEs have 1 91 workers, and
have annual sales of Z$48,391 However, these averages mask wide variations 1n the firm size
distribution  As one can see from Tables 3 5 and 3 6, the vast majority of such MSEs 1s quite
small However, a sizeable mmonity of very large firms tends to raise the average size measures
Nearly 95% of manufacturing, commercial, and service MSEs have 4 or fewer workers, and two-
thirds have annual sales of Z$20,000 or less

Table 35
Distribution of MSEs By Number of Workers
Manufacturing, Commercial, and Service Firms

Number of - | Percéntage’”
“Workers of MSEs-

1 Worker 57 6%

2 to 4 Workers 36 9%

5 to 9 Workers 4 5%

10 to 19 Workers 10%

20 to 50 Workers 01%

Jotal, ~ > - 100 1%
Note column may not add to 100% due to

rounding

" Part-time workers work less than 30 hours per week
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T Table 36
Distribution of MSEs By Annual Sales
Manufacturing, Commercial, and Service Firms

-l = A &, V3 & .. itk JBI Hag
Less than Z$2 000 13 6%
Z£$2,000-2$5,000 20 7%
Z$5,000-2$10,000 15 4%
Z2%10,000-2$20,000 16 3%
Z2%$20,000-2$50,000 16 5%
Z$50,000+ 17 5%

[ TORM F R L i byt FTe0a 100% —HER]

316 Sectoral Distribution

As Table 3 7 shows, the biggest proportion of Zimbabwe's MSEs are engaged 1n trade-related
activities Nearly as many are mnvolved 1n some sort of manufacturing Renting rooms or flats 1s
also a common activity, and service-oriented MSEs are also not unusual Within these major
groupings of firms, the most common sorts of MSEs 1 Zimbabwe are vendors of farm products,
tailors/dressmakers, and firms making items from grass, cane or bamboo Detailed information
on this topic can be found in Appendix Tables F 1 and F 2

Profitability varies widely between sectors In general, small-scale textile manufacturing
activities and wood and wood product manufacturing are on the lowest end of the profit
spectrum, with annual profits averaging under Z$9,000 MSEs engaged 1n construction or
transport average higher profit levels each sector averages above Z$140,000 A complete listing
of average annual profits by sector 1s presented in Appendix table F 4

317 Location

MSEs occur everywhere 1 Zimbabwe, but given that the bulk of the population hives 1n rural
areas, 1t 1s not surprising that more MSEs are located in rural areas Specifically, as Table 4 1
shows, some 529,078, or 61 5% of all MSEs are located 1n the rural areas What 1s perhaps more
surprising 1s that so many MSEs are in the urban areas whlle 26 8% of Zimbabwe's population
lives 1n urban areas, 38 5% of her MSEs are so located 1* Although average annual sales and
profits for urban-based MSEs (Z$50,190 and Z$ 31,498, respecuvely) are higher than
comparable figures for rural MSEs (Z$47 315 and Z$28,147), these differences are not
statistically significant '® This may pont to the tremendous heterogeneity of the MSE sector

More than two-thirds of all MSEs are located in homes or homesteads (see Table 3 8) Another
16 5% are located i markets, commercial areas and industrial areas

1% Zimbabwe's estimated population by stratum 1s presented mn Appendix Table E 3
' The t-statistics from t-tests performed on the sample data are —1 06 for sales and —0 62 for profits
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Table 37

Sectoral Distribution of MSEs

@%ﬁ; 3 w: PR i Percentage of.,
‘f% e m*i;w R Y M8E§ .
Maxaﬁfagtyrmg“ S T are

Food and Beverages 53
Textiles 201
Wood and Wood Products 94
Paper, Printing, and Publishing *
Chemicals and Plastics 04
Non-metallic Mineral Processing 13
Fabnicated Metal 26
Other Manufacturing 33
Canstruction” =, R e L e
Trade 5. L [ a2
Wholesale Trade *
Retall Trade 446
Restaurants, Hotels, Bars 06
Transport” =" v T Lol 08 -
RentingRoomsandFlats - .| +~ 68
Servicés ; L
All Sectors R -1 1000
* less than 0 1%
Table 3 8
MSE Locations

depd . » | Pereentage

MSE Locaon - - " | "oruees

Home/Homestead 69 0%

Commercial District 12 1%

Roadside, Track or Path 8 8%

Mobile 42%

Market 37%

Industnial Area 07%

Other 15%

Total - 100:0%
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318 Proprietor Characteristics

It 1s also instructive to consider the characteristics of Zimbabwean MSE proprietors More than
half are female Issues surrounding proprietor gender are discussed more thoroughly 1n Section
Six Over 99 0% of proprietors are black Zimbabweans Over 80% are married, and the average
number of dependents per proprietor 1s 3 3 Zimbabwe's MSE proprietors have on average 8 81
years of experience in MSE work similar to their present line of work Table 3 9 presents
information about the educational attainment of MSE proprietors The median level of education
1s some secondary schooling

319 Customers

Proprietors were also asked about their most important customers Their responses are tabulated
in Table 3 10 As that table demonstrates, 96 0% of proprietors have final consumers as their
primary customers Although the average annual sales and profits for MSEs selling to other
MSE:s or for export are higher than MSEs selling to final consumers, the differences are not
statistically significant, owing to the very small proportion of MSEs 1n the former category

Table 39
Educational Attainment of MSE Proprietors
o 2 F e .| Percentage of.
‘Level f Education . - | . -MSE . |
A Proprietors _
None 5 9%
Some Primary 20 2%
Completed Primary 19 3%
Some Secondary 22 4%
Completed Secondary 25 4%
A-Levels 05%
College 53%
University 11%
Total ¢ ’ ° 100.1%
Note column may not add to 100% due to
rounding
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Table 310

Prnmary Customer of MSE
-Primary MSE - - . | Percentage -
Lustomerr | %7 .1 -of MSEs. .

Final Consumer 96 0%
Traders 33%
Other Businesses 01%
Export 05%

Manufacturers *
Other *
Total " -7 L) 1 4000%.
* less than 0 1%

320 Sources of Start-Up Capatal

Over 60% of all manufacturing, commercial, and service MSE proprietors began their business
using their own savings (usually non-agricultural) as start-up funds (see Table 3 11) Nearly
19% received their start-up funds in the form of gifts from family or friends Another 6%
borrowed money from a family member or a friend to begin their operation

Table 3 11
Principal Source of Start-Up Funds
Funding Sd;ﬁrcew S Tae e, v 77| g Pergentage of |
- - Ty, f;’%z‘ ! ‘”MSE
Own Savings from Non-AgncuIturaI Sources 54 7%
Given Free From Family/Friends 18 7%
None Did Not Need Any 8 5%
Own Savings from Agricultural Sources 6 5%
Loan from Family/Friends 5 9%
None Inhented the Business 17%
Formal Credit Institution 13%
Savings Clubs 08%
Microloan Programs 0 5%
Moneylender 02%
Other 11%
Total N ’ - 99 9%

Note column may not add to 100% due to
rounding
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32  Agnicultural and Mining MSEs

321 Magmtude and Employment

All of the earlier sections focused on the 860,329 manufacturing, commercial, and service MSEs
1 Zimbabwe, which provide employment for approximately 1 65 milhion persons In addition to
these, there are 441,940 MSEs'” engaged m crop and livestock agriculture and to a lesser extent
mining, fishing and forestry These MSEs employ another 2,179,209 Zimbabweans '* Because
the survey excluded crop agriculturalists with annual sales of less than Z$2,000 and livestock
agriculturalists not marketing at least half of their production, our sample largely excludes
subsistence agriculture Nevertheless, the agricultural and mining sector as defined here employs
approximately 18% of all Zimbabweans, or 36% of Zimbabwe's working age population
Another way to view the importance of small-scale agriculture and miming 1s to note that 20 5%
of rural households are engaged 1n such activities

' Because the agriculture and mining enterprises were sampled randomly, we can make national estimates using the
same weighting procedure outlined m Appendix C Those weighted estimates provide the findings outlined m this
section

'¥ Approxmmately 3% of those employed n small-scale agriculture and minmng are sunultaneously engaged n
manufacturing, commercial or service MSEs
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322 Size Distribution

How many of Zimbabwe’s agricultural and mining MSEs are very small? How many are very
large? On average annual sales i these firms 1s just under Z$22,000, and the number of
employees 1n each firm 1s (on average) about 5 The distributions of firms by numbers of
employees and by average annual sales are shown mn Tables 3 12 and 3 13 Roughly 80% of

these MSEs make less than the annual average, indicating that the few large firms are very large
indeed

Table 3 12
Distribution of MSEs By Number of Workers
Agricultural and Mining Firms

Numberof, -~ | JPercentage"
“Workérs~ ..~ % | - of MSES

1 Worker 15 8%

2 to 4 Workers 40 8%

5 to 9 Workers 32 5%

10 to 19 Workers 95%

20 to 50 Workers 15%
| Total . 2« 100.1% -« -
Note column may not add to 100% due to

rounding
Table 3 13

Distnibution of MSEs By Annual Sales
Agricuitural and Mining Firms

FAverage AUl SaEsZe) ", | ri-Pelognitage . ;
Z$2,000-Z%$5,000 227%
Z$5,000-Z$10,000 29 8%
Z$10,000-2$20,000 26 5%
Z$20,000-2$50,000 13 1%
Z$50,000+ 7 8%

FTOhET, oh o0 1 e B T T Q0% e
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323 Sectoral Distribution

Table 3 14 presents the distribution of agricultural and mimng MSEs by sector * The most
common sectors are poultry farming, maize farming, and multiple crop farming

Together, these three sectors constitute almost 70% of the total number of agricultural and
mining MSEs, and account for 68 2% of agricultural and miming employment In general, crop
agriculture 1s the dominant activity 62 4% of all agricultural and muming MSEs are engaged in
crop agriculture, and nearly three-quarters of all employed in small-scale agriculture and mining
sector are so engaged In addition, crop and livestock agriculture far dominates mining and
forestry activities, which account for only a tiny fraction of agricultural and mining MSEs

There are differences by sector 1n average annual profit levels, with MSEs 1n crop agricultural
pursuits making nearly twice the profits of livestock agriculturalists Profit levels for MSEs 1n
mining are substantially higher, but the small number of such firms 1n the sample does not permit
us to conclude that this difference 1s statistically significant A complete listing of profit levels
by sector 1s presented 1 Appendix Table F 4

' A complete sectoral distribution can be found m Appendix Table F 2
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Table 3 14
MSEs in Agriculture and Mining Number and Employment

R TR B V7 tf?« Ber‘cggig}ge of & Agnciﬂfu;’e« Percemage ‘of Total
. . .~ | Agriculture , and M’nm " nculture -and
Seghor . .. | and Ming Aarciture MSE' g «»f;ga;nm MSE:
& o i MSEs | anMstEr:ng . wEmpﬁymenﬁ * Employment
Maize 116,422 263 654,571 300
Cotton 36,001 81 209,576 96
Sorghum 1,946 04 13,622 06
Ground Nut 6,811 15 18,730 09
Paprika 5,838 13 33,860 16
Fruit 1,025 02 5,942 03
Vegetables 29,433 67 126,291 58
Multiple Crops 73,223 16 6 487,841 224
Tobacco 973 02 20,433 09
Other Crops 3,928 09 41,244 19
Horticulture 240 01 4147 02
Total, Crop Agriculture ~ | -275,840 624 1,616,257 * 142
Cattle 14,631 33 107,904 50
Sheep 188 * 188 *
Goats 6,999 16 28,969 13
Pigs 2,996 07 14,101 06
Poultry 118,948 269 343,629 158
Dairy 36 * 72 *
Rabbits 2,659 06 4,558 02
Other Livestock 77 * 154 *
Total, Livestock Agriculture 146,534 332 489,575 229
Honey Production 973 02 973 *
Fishing 973 02 973 *
Al Other Agniculfure 77 * 462 *
Total, Other Agniculture , 2,023 - 05 . 2,408 1 -~ 0.4
Total, All Agriculture ©f 424,397 96 0 2,118,240 972 -
Gold Panning 4,969 11 13,193 06
Gold Mining 104 * 572 *
Chrome Panning 260 01 1,040 *
Chrome Mining 936 02 1,191 *
Tantalite Panning 36 * 72 *
River Sand 575 01 2,382 01
 Total, Mining___ -~ ° < 6880 , 16 18,450 08 - -
Tree Harvesting 1,050 02 1,050 *
Nursery 9613 22 41,469 19
Total, Forestry ~ 10,663 24 42519 - 20
g;[gfal, All Agriculture and | 441,840 1000 2,179,209 100 0
ining

*less than 0 1%

21




324 Spatial Distribution

Not surprisingly, most agricultural and mming MSEs are located in the rural areas Indeed, over
95% operate 1 rural areas, with another 1 7% conducting business 1n small towns or growth
points

325 Comparisons With Manufacturing, Commercial and Service MSEs
Table 3 15 presents some descriptive statistics regarding rural agricultural and miming MSEs and
rural manufacturing, commercial and service MSEs  Although rural agriculture and mining

Table 3 15
Employment and Profit Charactenstics
Rural Agriculture and Mining and Manufacturing, Commercial and Service MSEs

I A e < % Rural -
TR SR ST Agrguiture Iﬁéna facturing,
MS&Charactenstx@w v < | and Mirung {*~.Commercial .
ST ¥ R MSE§ - ~and Service
L - ) < MSEs. °
Average Start-Up Costs (in Z$) 9,577 5,307
Average Firm Size (employees) 503 194

Average Annual Growth Rate of

Employment (percent) 145 "7
Average Annual Profits (in Z$) 17,209 28,147
Average Annual Sales (in Z$) 21,030 47,315

MSEs are larger 1n terms of employment, they have sigmificantly lower annual sales and profit
levels than their rural manufacturing, commercial and service sector counterparts *°

0t tests mdicate that sample differences between groups m terms of sales, profits and average firm size are
significant at the 99% level (t-statistics are -3 88, -3 18, and 11 64, respectively) The differences m terms of start-
up costs and growth rates are not significant
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326 Propretor Characteristics

Roughly half of all agriculture and miming enterprises are husband and wife operations Only

27 5% are run by women only, while another 21 2% are run by men only Thus, a much smaller
proportion of agriculture and mining enterprises are women-owned than in the manufacturing,
commercial and service sector Some of the activities that are more likely to be owned by
women 1nclude paprika growing, goat raising and poultry raising Activities more likely to be
male-owned include chrome mining, river sand mining, and nurseries As one can see from
Table 5 6, the activities most likely to be male-owned have generally higher profit levels than the
common female-owned activities

Table 3 16 1lluminates the educational attainment of agriculture and mining MSE proprietors
The median proprietor received a primary education, and only 21% had finished secondary
school or higher In comparison with proprietors of manufacturing, commerce and service MSE
proprietors, we can see that agriculture and mining producers are less educated than their
contemporaries 2! More than anything, this 1s likely to reflect the fact that agriculture and
mining activities are concentrated 1n the rural areas, where educational attainment 1s typically
lower

Table 3 16
Educational Attainment of MSE Proprietors
: A Propnetors of § -

- - s 3 Manufact | =~ -

ey T “ Agricult | urng, | ~
Level of Education - ureand LCOREr. | oy ree

— _ | Miing |“cialand | 7

St .0 - 7 | MSEs_ |- Service T
R - C ~ MSEs ol
None 40% 5 9% B2% -
Some Primary School 334% |202% 250% ..
Completed Primary School 148% |193% 17:7% .
Some Secondary School 269% | 224% 240%, '
Completed Secondary School 151% | 254% 6%
A-Levels 03% 05% 04% .
College 51% 5 3% 52% . 4
Unersity 03% 11% 08% -
Total N 99.9% 1001% 19%9 -

Note columns may not add to 100% due to rounding

*! These differences are significant according to a chi-square test of the sample Pearson's chi-square statistic 1s
3900
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327 Customers

As was the case with manufacturing, commercial and service MSEs, the vast majority of
agriculture and miming MSEs list final consumers as their primary customer However, as Table
3 17 1llustrates, a substantial proportion list either traders (6 4%) or marketing boards (10 7%) as
their primary customer

Table 3 17

Primary Customer of Agricultural and Mining MSEs
Primary"MSE Customer _| Ee,rgrﬁigtaga of
Final Consumer 80 5%%
Marketing Board 10 7%
Traders 6 4%
Other Businesses 16%
Other _ 08%
Total - T 100 0% -

328 Sources of Start-Up Capatal

Table 3 18 lists the principal source of start-up capital for agriculture and mining MSEs  As
compared to manufacturing, commercial, and service MSEs, a higher proportion (nearly 75%) of
agriculture and mining MSEs relied on own savings to start their operations Agriculture and
mining proprietors also are less reliant on gifts or loans from family or friends than are those
owning manufacturing, commercial, and service MSEs

Table 3 18
Principal Source of Start-Up Funds

JFanding Seurce: - -~ Percentage of
L, e , -7 ‘. MSEs.
Own Savings from Non-Agricultural Sources 48 9%
Own Savings from Agricultural Sources 25 8%
Given Free From Family/Friends 11 0%
None Did Not Need Any 4 5%
Formal Credit Institution 3 4%
None Inherited the Business 31%
Microloan Programs 13%
Loan from Family/Friends 04%
Moneylender 0 3%
Savings Clubs 01%
Other 13%
Total ) . 100 1%

Note column may not add to 100% due to

rounding
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329

Access to Credit?
A particular 1ssue of interest to assistance programs 1s access to credit Survey information on
this topic 1s presented mn Table 3 19 Whule the vast majority of agriculture and miming MSEs
has not recerved any sort of credit, 10 8% have received some type of loan, most commonly from
formal financial mstitutions and micro-loan programs such as Zambuko or SEDCO Access to
credit varies by activity and proprietor gender, also 35 7% of cotton growers have received
some sort of credit, and approximately 16% of maize and multiple crop growers have Cattle and
poultry raising, as well as mining in general, are less likely to have recerved a loan While only
4 1% of female-owned agriculture and mining MSEs have received credit, 13 0% of male-owned
enterprises have

Table 319
Access to Credit, Agriculture and Mining MSEs
- st e Percentage of
- “Type of Credit Received Prifhary MSEs _
o Y . .- I Receiving Credit
Formal Credit Institution 50%
Microloan Program 35%
Loans from Family/Friends 11%
Supplier Credit 09%
Moneylender 03%
Savings Clubs *
None 89 2%
" - Total- 400:0%, -

* less than 0 1%

22 The survey did not capture non-credit sources of business capital such as gifts from family members or forgivable

loans
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Section Four
Changes 1n the MSE Sector, 1991-1998

Much can be learned by examiming how Zimbabwe’s MSE sector has evolved simce 1991
However, since the 1998 survey was the first to explicitly include agriculture and miming MSEs,
most of the comparisons must necessarily be restricted to the manufacturing, commercial and
service MSEs  The hmited amount of information regarding changes 1n agricultural and mining
MSEs will be explored at the end of this section

41 Changes in Manufacturing, Commercial, and Service MSEs

411 Changes m Magnitude

The 1998 survey indicates that the manufacturing, commercial, and service sectors have
undergone dramatic change in the 1990s As one can see from Table 4 1, the estimated total
number of such MSEs as of March 1998 was 860,329 This represents a decrease of 8 7% over

the October 1993 figure From 1991 to 1998 the total number of MSEs decreased by less than
1%

Table 4 1 also shows that while there has been a shrinkage 1n the number of these sorts of MSEs
(particularly since 1993), there has been tremendous growth 1n the number of MSEs 1n the urban
areas, with the vast majority of this growth occurring since 1993 At the same time, the number
of enterprises 1n rural areas has decreased substantially, despite growth from 1991 to 1993
These changes have led to a remarkable alteration 1n the distributional structure of MSEs
whereas 29 3% of all MSEs were located 1n urban areas m 1991, fully 38 5% of MSEs were so
located by 1998 This change 1s likely the result of the fact that urban populations are growing
considerably more rapidly than rural populations (by some accounts twice as fast)*
Furthermore, traditionally many businesses are begun and supported with remittances from
faruly members working 1n the urban areas 2* Given the ongoing structural reforms and the
overall decline 1n real per capita incomes, 1t seems likely that these remittances have been
shrinking A final possible explanation for the declines 1n rural manufacturing, commercial, and
service MSEs involves liberalization 1n agriculture There may be fewer of these sorts of MSEs
since this process may have led to increased returns to farming

3 See, for example, Planning Zimbabwe, 1995

? These remuttances may are substantial respondents in the 1996 AIMS survey remit more than Z$6,000 annually
to family members, although that survey did not establish what percentage of the funds were used for busmess
purposes
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Table 4 1
Number of Manufacturing Commercial, and Service MSEs
in Zimbabwe 1991-1998

i Number ofMSEs ijtmbabwe F;ercentage 4 Pe;né”ntage ‘Percentage ..
Stratum | 109y 1903" *| 1008 |’ *gfg.gg er °£§%§ " cﬁ‘s]%ifm
N ~1891-93 | .1993.98- | 1991.08"
Urban 254,667 255,541 331,251 03% 29 6% 30 1%
Rural 613,117 686,403 529,078 12 0% -22 9% 13 7%
Total : ~|"“867,784 "| 941,944 _| 860,320 |~ -85% L | 87% | . -09%

Table 4 2 shows that manufacturing, commercial, and service MSEs in Zimbabwe employ
1,647,664 people (of whom 1,501,013 (91 1%) are employed on a fulltime basis) Employment
n this sector has shown steady growth since 1991 Nevertheless, 1t 1s also mstructive to examine
where this employment growth has occurred Despite shrinking 2 0% from 1991 to 1993, urban
MSE employment has risen nearly 52% from 1991 to 1998 After growing markedly prior to
1993, rural MSE employment shrank thereafter Over the entire period, rural MSE employment
increased by 9 0% Given that the numbers of MSEs have grown at a slower rate than
employment both 1n rural and urban areas, 1t must be the case that average firm sizes have risen
Indeed, as Table 4 3 demonstrates, the average MSE 1s composed of 1 91 workers, a figure that

includes any working proprietors This means that MSEs in 1998 are on average some 22%
larger than m 1991

Table 4 2
Number of Persons Employed in Manufacturing, Commercial,
and Service MSEs, 1991-1998

. Number of Persons Employed n MSEs | Percentage .| Percentage Percentage
Stratum - i Zimbabwe: Change in Ch?nge n - S%;ange»m
| Employment, | Employment, |- Employment,
1991 993 . 1 1998 1991-93 1993-98 191-98
Urban 408,319 400,210 620,036 -2 0% 54 9% 51 9%
Rural 942 589 1,146,728 1,027,628 21 7% -10 4% 9 0%
Total 1,350,008 | 1,546,938 | 1,647,664 1458% |_. 65% . 22.0%
Table 4 3
Average Number of Workers per Firm
. - Average Numiqgr of Workers per
- Firm, Inclu ing. Working
Stratum S - Propristors =
R - 1961 - 1993 |~ 4568
Urban 160 157 187
Rural 154 167 194
fTotat: . - 7% v 10567 o]1 " Ha T 1 0q0
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412 Changes in the Firm Size Distribution

The finding that MSE employment has expanded more rapidly than the total number of MSEs
also leads to another fact the size distribution of MSEs has changed considerably since 1993

As one can see from Figure 4 1, the share of one-person operations n total MSEs has fallen from
78% 1n 1993 to 58% 1n 1998 The share of firms with 2 to 4 employees has more than doubled
over the same period, as has the 5 to 9 worker si1ze category

Although both male-owned and female-owned firms both have shifted towards the larger size
categories, the shift has been more dramatic 1n the case of male-owned enterprises Whereas n
1993 two thirds of all male-owned MSEs were one-person firms, by 1998 this figure had fallen
to 45 8% Indeed, a greater proportion of male-owned firms 1 1998 was 1n the 2-4 size category
than the one-person category In 1998, more than 70% of female-owned firms are one-person
concerns While this 1s lower than the 85 7% figure from 1993, 1t 1s still quite high

There appear to be no changes 1n the size distribution according to whether the firm 1s 1n a rural
or an urban area The changes 1n the overall size distribution are uniform across strata
Similarly, there are no dramatic patterns evident with respect to sector All sectors seem to be
shifting away from one-person enterprises

413 Changes m the Sectoral Distribution

The 1990s have also been years of great change 1n the types of MSEs existing in Zimbabwe
Manufacturing firms have become substantially less important In 1991, 71 6% of all MSEs
were mvolved 1n some sort of manufacturing work By 1993, thus figure had dropped to 65 0%,
and by early 1998 only 42 4% of MSEs were in manufacturing lines Table 4 4 also includes
information on the average annual change 1n the numbers of MSEs within each sector 2 Since
1991, only the chemicals and plastics, fabricated metal, and other manufacturing subsectors have
increased 1n size, although each of these represents a small absolute number of enterprises Most
of the decrease 1n the share of manufacturing 1s due to the shrinkage in numbers of firms 1n the
wood and wood products, food and beverage processing, and textile manufacturing subsectors
Given the large number of firms involved 1n textiles, 1t 1s this subsector that has seen the greatest
loss in numbers of MSEs  As noted 1n Section One, this phenomenon may perhaps be due to the
increased degree of import competition (especially from imported second-hand clothing)
resulting from Zimbabwe's trade liberalization

While manufacturing's share was falling, trade-related activities were exploding m mmportance
From 1991 to 1998, the proportion of MSEs engaged 1n trade more than doubled, reaching

45 2% This translates 1nto an average annual growth rate in the number of trade-related MSEs
of nearly 12 0% The majority of this change has been at the retail level

* A more detailed sectoral distribution can be found in Appendix Table F 1
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Services also increased 1n importance, although by 1998 that share was still below 5% Also
noteworthy 1s the sudden increase in the importance of renting flats and rooms As recently as

1993, these MSEs were a neghgible part of all MSEs However, nearly 7% of all MSEs were of
this sort by 1998 After a period of limited new-home construction in Zimbabwe’s urban areas,

beginning 1n 1996 formal low-1ncome housing production has risen dramatically (Plan, Inc
Zimbabwe P/L, 1996) According to USAID’s Regional Housing and Urban Development

Office, typical monthly mortgage payments on new low-income urban homes 1n 1998 range from

Z$350 for one-room houses to Z$1,300 for those with four rooms Typical monthly rents for a
small room range from Z$150 to Z$300 Therefore, many purchasers of new homes may be
renting out rooms 1n order to partially offset their mortgage payments

Table 4 4
Changes in the Sectoral Distribution of MSEs, 1991-1998
. - s -Sectoral Distiibution of | Annual Annual Annual
S S MSEs Growth *, |  Growth- | =~Growth
Sector IR ST M Ratesof |, Ratesof | Ratesof
© L0881 | 1903 71908 | -MSEs, | “MSEs, |- MSEs,
AR - P 2, " 1991-93 - | 1903.98,. 1 ~1991-08
ManufacturingyTotal.~ 716-1 650 | 424+ 07~ L2000 ‘-84
Food and Beverage 75 49 53 -172 -03 56
Textiles 343 | 328 | 201 19 -134 -86
Wood and Wood Products 211 181 94 -36 172 -129
Chemicals and Plastics 02 02 04 41 139 108
Non-Metallic Mineral
Processing 39 41 13 66 -286 -175
Fabricated Metal 23 29 26 157 -46 17
Other Manufacturing 24 19 33 -76 114 49
" Construction . 43 31 L 10 123 v -282 o 232
Trade, Total LT 211 | 282 | 452 |*..-186 . B8 2119
Retail Trade 204 | 275 | 446 190 91 122
Restaurants, Hotels, Bars 06 07 06 118 57 01
Transport e 01 02 06 |, 387 . 233 282
Renting Rooms and Flats™ S Y (L Tl e M
Services T 29 |1 35 | 40 }..,13%6 ], .10 .| - A9
All Sectors - . 100 100 100 44 o .1

* less than 0 1%
** not available

% For mformation about the housmg shortage, see for example Plan, Inc (Private) Limited, 1995
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414 Changes m the Spatial Distribution

As discussed above, since 1993 there has been an increase in the number of manufacturing,
commercial, and service MSEs located 1in urban areas, but a significant decrease n the number of
rural-based MSEs This point 1s made even clearer by Table 4 5 Overall, as of 1998, 38 5% of
MSEs were located m Zimbabwe's urban areas, up from just over 27% 1n 1993 Over the entire
period, the numbers of urban MSEs have increased at an average annual rate of 5 2% On the
other hand, the share of rural-based MSEs 1n the total has fallen from 72 9% 1n 1993 to 61 5% 1n
1998 From 1991 to 1998, the average annual rate of growth 1n the numbers of rural MSEs was -
1 9% Thus shrinkage comes 1n spite of the fact that two strata contained within the rural
average, smaller towns and growth points, actually saw increases 1n the number of MSEs, as well
as the share of total MSEs Obviously, the overall decrease 1n the relative and absolute
importance of rural MSEs 1s due to change 1n the most rural of areas Some of this decrease may
be due to rural-to-urban migration (the share of rural population in the total has fallen shightly)

Table 45
Distribution and Growth of MSEs,
1991-1998
e Niimb d Bort 5] X 7 Sl T sty 2 5
N :um,er and Rercentage o§ MSEs .| . hngal ., | - Aﬁr}ﬁfgi - grm
Stratum S =~} Growth rate, | Growth ratéof-| ¢ ﬁ"ra;e”of ’
- 1994 1993. |- 1998 | ofMSEs, | MSEs, * | "MSES -
, B e Mf,,,.g,; . ) H—— I B '5991~98 ;IQ%:Q& ¥ ”19“91198
Urban Areas,/f .} 288,141 1 265,541 ,»33{1'2{51 - ré - ‘s iy a
Total - |’ 285% | 271% | 385% | 35% . 60%. |- 52%
216,080 | 231,600 | 299,838
High Density 25 8% 24 6% 34 9% 35% 6 0% 52%
13,640 15,484 21,996
Low Density 16% 16% 2'6% 6 3% 81% 7 5%
6,180 2,097 2,727
Industnal 07% 03% 0 3% -36 2% -2 2% -12 9%
2,241 5,460 6,690
Commercial 0 3% 0 6% 0 8% 44 5% 47% 17 3%
Rural Areas, 598,196 | 686,403 §26,078 o - - :
Total - 716% | 729% -| 615% 69% . B0% -19%
Smaller 26,825 33,189 34,528
Towns 3 2% 35% 40% 106% 09% 40%
Growth 14,615 17,040 21,672
Points 17% 18% 2'5% 17% 55% 62%
556,756 | 636,174 | 472,878
Rural Areas 66 6% 67 5% 55 0% 6 7% -6 8% -2 6%
Totals 836,337 | 941,944 | 860,329 - 58% 24% |7, 04%
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Table 4 6 presents additional mformation on spatial aspects of the MSE sector Home-based
enterprises are still the most common type of MSE, but since 1993 there has been a considerable
shift away from such locations and towards markets, roadsides and commercial districts

Table 4 6
Changes In Firm Location
Manufactunng, Commercial, and Service MSEs

1991-1998
Home/Homestead 76 9 812 690
Market 28 28 37
Roadside, Track or Path 23 34 88
Commercial District 76 50 121
Industrial Site 00 02 07
Mobile 104 68 42
Owmer 001 07 15
QAL Dy T T B 100 0L 40037 TH00/07

Note columns may not add to 100% due to rounding

415 Changes mn Sales and Profitability

Although as noted above, the figures generated by this survey involving sales and profits are to
be treated with great caution, 1t 1s mstructive to consider how these figures have changed for
manufacturing commercial and service MSEs over time  Stated 1n terms of 1998 Zimbabwe
dollars, average annual sales 1n 1993 were Z$41,295 By 1998, average sales of these same sorts
of MSEs had risen 17 2% (or nearly 4% per year) in real terms to Z$48,391 Profits changed in a
similar manner In 1993, profits stated in terms of 1998 Zimbabwe dollars averaged 7Z$21,418

In real terms, this figure rose some 37 4% (8 6% annually) to Z$29,419 A complete list of MSE
profits by sector for 1993 and 1998 1s presented in Appendix Table F 5
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416 Changes n Access to Credit’’

The vast majority of manufacturing, commercial, and service MSE propnetors have not recerved
credit of any sort for business purposes (see Table 4 7) Roughly the same proportion of
proprietors report not recerving credit 1n 1998 as in 1993, but of those who have recerved credit,
the types of loans have changed As compared with earlier years, 1n 1998 fewer loans were from
famuly or friends, and fewer were from informal moneylenders Instead, the data indicate that
the proportion of proprietors recerving credit from formal sources, although still small) has
doubled since 1993 Furthermore, 1 1 percent of 1998's Froprletors have recetved loans from the
relatively new microlending programs such as Zambuko™

Table47
Sources of Credit
Manufacturing, Commercial, and Service MSEs

Source of Credit,~ = - [1991 1 1993 | }é@é ’
Loan from Famllyanends 93 57 42
Moneylender 03 25 02
Formal Credit - 04 07 14
Microloan Program *

Saving Clubs *

Other 07

None 894

ot ™% T Tl o o] 408 19700

*less than 0 1%
Note columns may not add to 100% due to rounding

*” The survey did not gather mformation-on non-credit sources of busimess capiial such as gifis fronm family
members or forgivable loans

8 SEDCO, though not exclusively a microlending program, does make some microloans
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Table 4 8 shows that firms which have received formal credit are on average larger, faster
growing and more profitable than firms not having received credit from any source The same
can be said about MSEs which have recerved microloans 2 It 1s worth noting, however, that 1t 1s
unclear from these data whether access to credit causes firms to be larger, faster growing and
more profitable, or whether mstead the better performing firms are more likely to receive credit

Table 4 8
Manufacturing, Commercial, and Service MSEs
Characteristics and Access to Credit

.o T T e, rn MBES WhichkHave Received - 7
MSE Charactenistic * .. Formal .17~ il %@ﬁ% |2}~ 7
o rereeTee 2 b ooty | Marocrsan- R Nogreat
Number of Employees 371 218 202 187
Firm Growth Rate 196 103 72 128
Annual Profits (Z3$) 706,880 484,556 44,327 21,928

Although most MSEs receive no credit for business operations, a substantial number do
Specifically, the percentages reported in Table 4 7 translate into roughly 12,000 MSEs that have
recerved formal credit, and another 9,400 that have been reached by microloan programs It 1s
mstructive to examine what sorts of enterprises recerve these types of credit  As Table 4 9
shows, formal credit seldom goes to MSEs owned solely by women In contrast, nearly two-
thirds of microlending goes to women-owned MSEs Formal loans are primarily given to urban-

based firms, while the majority of microloans go to rural firms This information 1s presented in
Table 4 10

Table 4 9
Gender of Proprietor of Firms Receiving Credit
Gender 6f MSE Proprefor - Wog;%g;ﬁ%%&%fgms:
Female 10% 652%
Male 36 3% 70%
Jointly Owned 53 7% 27 8%
Total - ¢ 1000% - . 100.0%

* t-tests ndicate that these differences mn firm size and profit levels at the sample level are statistically sigmificant
The differences i growth rates, however, are not significant mn a statistical sense
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Table 4 10
Locatton of Firms Receiving Credit

- wf oty et R T Gf"F s RecéivJﬁg e
“Loaaiicfj Q:@ £ - ' Formal Credit* [~ ‘Microloans.
Urban 78 3% 46 6%
Rural 21 7% 53 4%
T’”gﬁaf B T m f _ "W o :&’[0050% ;’ “f ¢ %0.6%; -

42  Changes in Agricultural and Miming MSEs Since 1993

The 1998 survey was the first of the MSEs surveys to gather information on small-scale
agriculture, miming and forestry This means that no direct comparisons with the earlier surveys
are possible Nevertheless, some mformation 1s available that can lead us to a rough assessment
of changes since 1993 66 4% of agricultural and mining MSE proprietors reported that their
business has seen an increase 1n volume over the previous four years An especially large
proportion of livestock agriculturalists stated that their business volume increased 75% By

comparison, only 56 1% of proprietors of manufacturing, commercial and service MSEs reported
an increase

3% A chi-square test of the sample indicates that these differences are significant at the 99% level Pearson's chi-
square statistic 1s 19 28
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Section Five
Firm Creation, Expansion, and Closure

51 Creation of Manufacturing, Commercial and Service MSEs

Why are MSEs started 1n Zimbabwe? For the most part, the survey indicates that MSEs are
started as a subsistence mechanism, rather than in response to new opportunities For example,
Table 5 1 presents some evidence that most births from 1994 to 1998 occurred 1n low-
profitability sectors More than half of the total number of births over the period occurred m
only six sectors For these sectors, average annual profits were one-sixth of that of the other 42
sectors Start-up costs were also quite low for the high birth sectors at Z$9,218, the entry cost
for the low barth sectors 1s nearly ten times that of the h1§h birth sectors ! For the 1991 to 1993
period, Daniels (1994) found precisely the same pattern >>

One can also compare the birth rate®® 1n each year in the MSE sector with the growth rate of
GDP for that year Regression analysis, discussed 1n detail in Appendix D, reveals that for the
1988 to 1997 period, for every 1% increase in the GDP growth rate the MSE birth rate decreases
by 0 63 percent Daniels (1994) found a very similar figure for the 1988 to 1993 period Thus
means that during economic downturns, we can anticipate an increase in the number of MSEs
Thas pattern 1s also discernable in Figure 5 1 In general, years m which GDP showed low or
negative growth had high numbers of births, and years in which the economy was expanding
more rapidly often saw lower numbers of MSE births

Table 5 2 provides further evidence that most MSEs are created as a result of unemployment
Seven of ten low-profit sectors had a higher birth rate during the recessionary year of 1995 than
1n the higher growth year that followed Daniels (1994) also found that eight of the ten lowest

profit firms had higher birth rates 1n the recessionary year of 1992 than in the higher growth year
of 1989

3 t.tests mvolving the sample lead to a rejection at the 99% confidence level of the hypotheses that there are no
differences between groups in terms of profits and start-up costs The t-statistics are -3 01 and -6 21, respectively
32 A complete histing of MSE profits and start-up costs by sector can be found m Appendix Table F 4

% The barth rate for a given year 1s defined as the number of firm births durmg that year divided by the total number
of firms that existed n the beginning of that year We mclude i the calculations not only MSEs 1 existence at the
time of the survey, but also those MSEs which are no longer m operation A complete list of birth rates by sector
can be found mn Appendix Table F 5
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Table 5 1
MSE Creation, Profitability, and Start-Up Costs

By Sector

Firm Type - - \mFrom igmhfoigga _ Avérage Agﬁuﬁl’ﬁroﬁt% - Start-Up Costs’
Sectors Wth Most Birtbs A 3?4 d@i} a. .1 (in Zimbabwe Dollars). | (in Zimbabwe Dollars).

ding Farm r-:um;cts B 201 7,088 157
Vendlng Garments 84 12,493 1,450
Talloring/Dressmaking 79 10,621 2,094
Vending Drinks 54 2,747 1,419
Grass, Cane, Bamboo 52 2,395 43
Knitting 45 6,656 1,704
ooual, S Leading - B15 7472 L w43
Total, 42 Other Sectors  ~| - 485 - v - 49161 - "t -9,218
All Fims 100,0 29,419 2 5313 .

What about those enterprises on the other end of the profitability spectrum? Table 5 2 also
provides insight into why these firms are created In six out of the ten highest profit sectors the
birth rate 1s higher 1n the low economic growth year Danuels, however, found that eight of the
ten lnghest profit sectors had lower birth rates during the low-growth year It would seem, then,
that the evidence 1s somewhat mixed regarding high-profit firm creation

Finally, 1t 1s 1lluminating to examine the reasons proprietors give for starting the particular sort of
businesses that they did As Table 5 3 shows, nearly half of the proprietors 1n the 10 lowest-
profit sectors reported "too few wage opportunities” or "had no better options" as the reason for
starting their businesses In the ten highest profit sectors, under a third cited such reasons, while
58 0% began their business because they "saw a profitable opportunity” ** This may indicate
that while firm creation m low-profit sectors 1s primarily driven by excess supply of labor, firm
births 1n the higher profit sectors are more likely caused by profitable opportunities

3* A chi-square test on the sample shows that these differences are almost surely not by chance The Person's chi-
square statistic 15 148 85, significant at the 00005 level In other words, the chances are less than 5 mn 100,000 that
we would observe the same results 1f reason given for startmg and profitability of sector were mmdependent of each
other Chi-square tests in the rest of this paper are similarly interpreted
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Figure 5 1

MSE Births and GDP Growth, 1988-1997
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Table 52
Birth Rates in the Most Profitable and
Least Profitable Sectors

B SRRy TR T T Bt Rates M
Low Profff geet A ff“’gjﬁ v -Low Growth H;gh Gm’gvtb Ve r“" .
- sz, 0 251 Year 995, 9965, .
Grasleane/ Bamboo Works 284 147
Vending Drinks 530 400
Crocheting 108 36
Knitting 147 115
Vending Fish 26 456
Weaving 113 92
Goods Transport 239 00
Other Vending 824 1156
Embroidery 121 223
Vending Farm Products 204 209
Average, ;O”Lowestv»Proﬁf . TE o
 Sectors < T, Yo T 7 el ZQ.% i ‘%4?
N T A mj;ﬁg{és L
~Htgﬁ’“¥’ro£ft Sectm’” "“"; B [ Low Glowdh. "High Growih Year -

R o222 |7 Year. 4995 & A998
Constructlon 201 06
Auto Repair 268 127
Milling 07 22
General Trader 04 80
Grocery 07 319
Welding 452 225
Vending hardware 169 64
Art/Artifact Production 17 123
Electrical Repair 120 31
Other Services 198 180
Avarage, 10 ﬁ:ghest—l’mﬁ < P N ”
Sectors - - 56 . 7
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Table 53

Proprietors' Reasons for Starting MSE

Regsonfar StahgFim. - * = T - | (o percant cheoton

Parents/Relatives Already Involved in the Business 65 32

Too Few Wage Opportunities/ Had No Better Options 322 498

Saw Profitable Opportunity 580 437

Other 32 33

Total ~ AR L R < 71000 - 1000
52 Expansion of Manufacturmmg, Commercial, and Service MSEs

As discussed 1n Section Four, the 1994-1998 period saw a 8 7% decrease 1n the number of
Zimbabwean MSEs, with the biggest drop being 1n the rural areas At the same time, however,
overall employment 1n MSEs actually rose by 6 5% Average firm size in 1998, at 1 91 persons
1 16 6% larger than that in 1993 We can get an even better understanding of MSE expansion
by considering the proportions of MSEs that have expanded, contracted, or remained the same
size over the pertod  As Table 5 4 shows, the 1993 survey discovered many MSEs that had not
changed m s1ize In both 1991 and 1998, firms 1n the sample were much more likely to have
expanded Table 5 4 shows a similar pattern with respect to annual firm employment growth
Whle this figure was only 2 43% for firms 1n the 1993 sample, 1t was 12 5% 1 1998 > Given
the larger economic trends discussed 1n Section One, this 1s unsurprising as one would expect to
see closures of marginal firms and expansions of stronger firms 1n better economic times

Table 5 4
Employment Growth Charactenistics
1991-1998
Employment Growth . e 1991 1993 /7| 1998 |
Characterstics - s F - F .
Percentage of Firms that
Contracted Employment 37 09 15
Saw No Change 770 928 831
Expanded Employment 193 64 163
Average Annual Firm
Employment Growth Rate 74 24 125

% t-tests indicate that these differences are significant at the 99% confidence level
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53 Closures of Manufacturing, Commercial, and Service MSEs

Each survey gathered information on MSEs that once operated but closed at some pomnt 1in the
past A more complete understanding of the changes that have taken place 1n the sector can be
reached by an examination of these data

There 1s compelling evidence that most firms that close are those 1n the marginally profitable
sectors Table 5 5 shows that for the 1994-1997 period, more than half of total firm closures
occurred in only five sectors, and that the average annual profits for these sectors 1s roughly one-
sixth of that of the remaimning sectors *® Furthermore, for the most part the sectors in which
closures are most common are the same as the sectors mn which births are most common
Evidently much of the churning that goes on 1n the MSE sector 1s confined to a small number of
sectors that are characterized by both low profits and low start-up costs Daniels (1994) found a
nearly 1dentical pattern over the 1991 to 1993 period

Table 55
MSE Closure, Profitability, and Start-Up Costs
By Sector
L e o g o Deaths - A An -
L oot g rinual Profits
Firm. Type % | From 1994 to dogy | VS0
* Gl T (% of Total)- {in Zimbabwe ﬁoﬁaff}
Vendlng Farm Products 169 7,088
Vending Garments 156 12,493
Tailoring/Dressmaking 89 10,621
Crocheting 78 6,161
Grass, Cane, Bamboo 65 2,395
Total, Five Leadmg e . T T 4
Sectors © e, 2 e 2»5,1 6. R s
Total, 63 Other Sectors. .| .. . 484 | . . . 45,389
AlLFirms <orm o A e T 100.0. R -29419 ~ 7

It 1s also enhghtening to consider how macroeconomic conditions might affect the overall death
rate’’ of MSEs Daniels (1994) found that MSE death rates and economic growth over the 1988-
1993 period are inversely related Considering the more recent data as well, a similar pattern

emerges Over the 1988-1996 period, regression analysis (discussed in Appendix E) shows that
a 1% decrease 1n the GDP growth rate leads to a 0 35% increase 1 the overall MSE death rate

3 A t-statistic of -2 92 from the sample demonstrates that the differences m profitability by sector are significant at
the 99% confidence level

*7 The death rate i year t 1s defined as the number of deaths during year t divided by the number of firms m
existence at the begmming of yeart A complete list of death rates by sector can be found i Appendix Table F 6
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54  Agncultural and Mmmg MSEs Births, Start-Up Costs, and Profitability

Table 5 6 lists average birth rates from 1993 to 1997, along with average start-up costs and
profitability for every sector about which enough data were collected As a general rule, sectors
with the highest average birth rates over the 1993-97 period had high average annual profits or
low 1mitial costs or both This contrasts with manufacturing, commercial and service MSE burths,
which tend to occur 1n the lower-profit sectors Chrome mining, river sand production, nursery
operations, and poultry farming each fit into this pattern Maize growing's relatively low birth
rate can perhaps be understood by noting this activity's rather high imitial costs and modest
profitability, which may be due 1n part to floor prices set by the Grain Marketing Board In other
cases, especially cotton growing and cattle raising, thh average profits seem to be driving high
birth rates, despite hugher than average imitial costs *® A notable exception 1s the relatively new
area of paprika growing Despite lower than average profits and higher than average start-up
costs, the birth rate 1n this sector 1s quite high This may be due to aggressive private sector
promotion of this activity

Table 56
Profits, Start-Up Costs and Birth Rates
Of Agriculture and Mining MSEs

O - .Up, i fe:

T S phenietEefis | S, | Bras
Maize Growing 5,685 15,062 4 63%
Cotton Growing 35,121 30,304 7 15%
Paprika Growing® 3,727 39,733 67 54%
Multiple Crop Growing 36,897 3,733 279%
Total, Crop Agniculfure - -20,598 o Y 533%
Cattle® 29,554 43,892 981%
Goats® 15,358 1,259 379%
Poultry 8,825 2,158 2129%
Total, Livestock Agriculture 10315 | v+ .| 2191%-
Chrome Mining® 123,186 55 101 01%
River Sand® 81,373 * 53 95%
Total, Minihg -~ T _ 106,953 . <17 241%
| Nursery o~ o0 b 12,214 1,323 25 38%
B NI I

*less than 0 1%

2 Sectors with fewer than 10 sample observations

3% In the case of cattle raising, decisions to enter mto busmess may reflect additional objectives besides busmess
returns, since cattle may serve as a savings mstrument, or as draft animals used for other purposes
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Section Six

Gender and Proprietorship of Manufacturing,

Commercial, and Service MSEs”

Part of the dramatic change in Zimbabwe's MSE sector involves the gender of MSE proprietors
As Table 6 1 makes clear, the total number of women-owned businesses has fallen 3 8% per year
since 1991 While 58 1% of enterprises are currently owned by one or more women, nearly 75%
of MSEs were owned by women 1n 1991 There was also a massive shift by female proprietors
out of manufacturing-related operations and into trading, and to a lesser extent, service-oriented
firms Over the 1991 to 1998 period, there are 15 2% fewer female-owned manufacturing
enterprises, while the number of female-owned MSEs 1n the trade sector has increased by 9 7%
The shift of women-owned enterprises into the trade sector and away from the manufacturing
sector 1s also evident 1n Table 6 2 While 78 1% of female owned firms were mnvolved in
manufacturing m 1991, only 47% of women-run firms were similarly occupied in 1998 Indeed,
by 1998, more female run enterprises were involved 1n trade than were in manufacturing This 1s
i marked contrast to the situation in 1991

Given the evolution depicted 1n Tables 6 1 and 6 2, one should expect that female-owned
enterprises should have been more likely to close in the recent past Thus 1s indeed the case of
MSEs that closed between 1994 and 1998, more than 80% were owned by women

While the survey does not provide defimtive explanations of the decreasing role of female
proprietorship 1n Zimbabwe, several possibilities suggest themselves First, the ongoing
retrenchment that has occurred as a result of structural adjustment has mainly involved men

Thus affects female-owned MSEs 1n at least two ways Some retrenched men have surely started
MSEs, and these may have driven out some female-owned businesses In addition, some
retrenched men may be joining existing enterprises owned by their wives These reconstituted
businesses would no longer be counted as female-owned Second, 1f the changing economic
environment has led to greater competition in the MSE sector, female proprietors may be less
well-equipped to handle the changes given their relative lack of access to business training and
credit A final possibility 1s that much of the decrease 1n the proportion of female-owned

business 1s due to the rapid decline 1n textile and wearing apparel manufacturing, a sector
traditionally dominated by women

Table 6 3 presents related findings from the 1998 survey Female-owned MSEs are smaller than
other MSEs m terms of numbers of workers and sales The average annual growth rate of firm
employment 1s nearly three tumes higher in MSEs with male proprietors Male-owned MSEs
average Z$54,663 n annual profits, while those owned by women earn on average only Z$8,394
1n profits each year *° These figures are comparable to those from the 1993 survey These

*? Since this section focuses on change and since data on agricultural and mming MSEs were not collected m the
earlier surveys, only manufacturing, commercial, and service MSEs are discussed in this section Some discussion
Eertammg to agricultural and mimning MSEs and proprietor gender can be found m section 3 25

? For the sample, t-tests show that average number of employees, average annual rate of employment growth,
annual sales, and profit levels are all sigmificantly different by gender, with a 99% confidence level The t-statistics
are (respectively) -10 53, -3 19, -2 66, and -2 37
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simple profit differentials by gender are likely masking much more complicated 1ssues For
example, female proprietors may be motivated by more than simply high profits they may
intentionally select lower-profit sectors that allow them the flexibility to handle other
responsibilities such as child care

Table 6 1
Female-Owned MSEs
Percentage of MSEs That Are Female-Owned By Sector
and Growth Rates

Ja N g i m‘? & }‘V» P '” i ¥*
= - - | Percentage of MSEs That -- A“”;’:;z’;“ggg; égg;frief ot
Sactog ;g**;g; RS A Age’;;’e;‘emaieiawgtgd“ . Sy ]
R s 5P ¥ A 19‘“*%’9 fv"m’%%’” ’?’;ﬁﬁ’&’zi 4991:93 ?93’3”9’8? 199168
4 };, M . 4 :{ ;/* g(»;%, v, , P
Foods and
Beverages 989 802 376 277 224 241
Textiles 959 904 859 -11 115 82
Wood and Wood
Products 750 594 436 1652 258 225
Paper, Printing, W - ok
and Publishing 00 291 00
Chemicals 00 860 298 b -33 **
Non-Metallic
minerals 104 713 278 1029 -46 9 04
Fabricated Metal 00 55 13 w* -395 *E
Other 41 | 200 | 443 | 902 216 433
Manufacturing
Constructiony 98- 182 25 18,7 <724 T 436
Trade, Total- 699 721- 60 4 202 48 97 -
Wholesale Trade 00 124 * b b b
Retall Trade 694 722 609 210 53 103
Hotels,
Restaurants, 918 706 205 13 -360 251
Bars
'Frﬁ‘fisp"b g - G0 |- 38 16.7 L 517 hid
Renﬁzfgﬁccms - ) Y I - N
orFlats & - 3601;{ 6701 267 * % . Sl
Services - - | 24.1 1 A§8 465 43 4 21 -15 1
Total, All MSEs 733 4 707 581~ 2.3 5.6 ~38

* lessthan 0 1%
** not available
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Table 6 2
Distribution of Female-Owned MSEs

e wew e @ Byl R .
g x0T T e ?é@%f‘f’i@m
Yo Wi Ay e ST '« 1991 # [~ 1998 |~ 1998 - -
Mafdfactunng, Total' » = "<» 77" 781 | 8857 . 470
Foods and Beverages 78 56 28
L Textiles 1 469 422 339
Wood and Wood Products 195 153 66
Paper, Printing, and Publishing 00 * 00
Chemicals 00 03 03
Non-Metaliic minerals 28 41 07
Fabricated Metal 00 02 01
Other Manufacturing 09 07 26
-Sonstruction” ;- ~ 07 | OB Lt
Trade, Total - " . 193 | 286 , 473 -
Wholesale Trade 00 * *
Retall Trade 190 279 47 1
Hotels, Restaurants, Bars 04 07 02
F’ifq MrfJu ,,sf» o w e - Q0. ¢ M IR X )
“ﬁé@j;:gg&mdﬁisa PElgts’ = - -- |- 0077 | % |7 23 -
‘Senvices 7 v v o[ ~18, | 21, 732,
Total, All MSEs Y| 1000 1000, | 1000 .
* less than 0 1%
** not available
— Table63

Firm Size, Growth, and Profitability
By Gender of Proprietor

- > ~ MSEs ThatAre - .~ .

MSE Characteristic: - | Female- | Malé - ‘é"“;%ifﬁs““;?ng . ot

- - " Owned owned” | Y M .

. Female$ L

Average Number of Employees 158 218 281 7 g1
Average Annual Rate of Firm % -
Employment Growth (percent) 841 2450 509 -2 5?
Average Annual Sales .
(in Zimbabwe Dollars) 13,985 84,172 119,601 &/{48;382
Average Annual Profit . R
(In Zimbabwe Dollars) 8,304 54,663 70,629 29409
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Given the smaller average size of MSEs owned by women, 1t 1s not surprising that one-person
firms are much more commonly run by women As noted 1n Figure 4 1 above, the size
distribution of the overall MSE sector has changed markedly since 1993, with a decrease 1n the
number of one-person operations and an increase in the 2-4 and 5-9 worker enterprises
However, most of the enterprises that participated 1n the expansion were male-owned By 1998,
fewer than half of male-owned MSEs consisted of only the proprietor, of all female-owned firms
over 70% are one-person operations 4l

Consistent with the relatively lower employment growth rates reported mn Table 6 3, only 11 4%
of female-owned MSEs expanded their number of workers from 1994 to 1998 Over the same
period of time, nearly one-quarter of firms with male proprietors did 2 This finding 1s consistent
with finding for Zimbabwe 1n earlier periods, as well as for other countries 1n sub-Saharan
Africa

Despite the movement towards the trade and service sectors and away from manufacturing, the
majority of female proprietors are engaged 1n relatively low-profit sectors, as presented in Table
6 4 Nearly 60% of female proprietors are involved 1n only 5 sectors vending farm products,
tailoring or dressmaking, crocheting, knitting, and grass/cane/bamboo production These sectors
are all below the average profit level for MSEs, and the average annual profit for these five
sectors combined (Z$7,185) 1s about one-quarter of that of all MSE sectors combimed ** The
most common male-owned MSEs are shown in Table 6 5 Not only are male-owned enterprises
less concentrated than those owned by women, the average annual profit of the five most
common male-owned firms is nearly 5 times higher than the average for the most common
women-owned firms

Damels (1994) found that 1n addition to being concentrated 1n low-profit sectors, female
proprietors are much less likely to re-invest any profits into the business “ Instead, proceeds
generated from the business are more often used to meet household needs A similar pattern
emerges from the 1998 survey, as Table 6 6 shows Under 9 0% of female proprietors plow
profits back 1nto busiess, while 28 9% of male proprietors do ** The fact that re-investment in
the business 1s more common for male proprietors may help explain why profits for male-owned
firms are substantially higher than for those owned by females

! A chi-square test mdicates that these sample differences are significant at the 99% level (Pearson's chi-square
statistic 1s 640 45)

“2 A chi-square test mdicates that the differences observed i the sample between male- and female-owned firms are
significant at the 99% level (Pearson's chi-square statistic 1s 133 38)

* For the sample, these differences are significant at the 99% level (t-statistic 1s -3 02)

* As usual, the reader 1s advised to treat responses regarding profits and use of profits with caution

* Pearson's chi-square statistic 1s 350 14, mdicatmg that for the sample profit use and gender are likely to be related
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Table 6 4
Most Common Female-Owned MSEs
And Average Annual Profits

Seotorgn, 0. E T e e e e rey
Vending Farm Products 227 7,088
Talloring/Dressmaking 121 10,621
Crocheting 89 6,161
Knitting 86 6,656
Grass/Cane/Bamboo Work 66 2,395
Total - -t o, 0 589 -} 7 7485
Table 6 5
Most Common Male-Owned MSEs
And Average Annual Profits
%2 ctor - 7 D -1 ~Percent of Male— Average Annyal
b . P Owned MSEs ~ * |+ Profits (in Z$)
General Trader/Dealer 65 126,562
Grocery 63 113,099
Grass/Cane/Bamboo Work 60 2,395
Vending Farm Products 58 7,088
Carpentry 55 13,642
Total. -7 P 0 T304, 7 7 #33,961 - .=
Table 6 6
Primary Use of MSE Profits
By Gender
Prmary Use of MSEPIOfts | proprciors | propretors
Household Needs 76 8 573
Re-invest In Business 89 289
Remit to Family in Rural Area 03 05
Savings 58 85
Entertainment 04 02
School Fees 69 41
Other 10 04
Total ~ - . 100.0° ., 100,
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Section Seven
Constraints

It 1s mteresting to consider what sorts of problems Zimbabwean MSEs face Certainly, this
could be helpful to policy-makers studying ways to assist MSEs Each of the three surveys
collected information on what constraints manufacturing, commercial, and service MSE
proprietors themselves reported Since data on agricultural and miming MSEs are only available

for the 1998 survey, constraints faced by these MSEs are considered separately later in this
section

71  Constramts Faced By Manufacturing, Commercial and Service MSEs

Table 7 1 makes clear that 1n 1998, the most common sort of constraints involved marketing
(especially not having enough customers), and finance (primarily a lack of operating funds) For
the most part, the pattern of problems reported 1n 1998 1s quute similar to that reported by 1993's
proprietors Shghtly fewer proprietors 1n 1998 cite input difficulties (most commonly the high
cost of inputs) in 1998 than in 1993, and a greater proportion report not having any problems at
all 1n 1998 than 1n 1993, perhaps reflecting generally improved business conditions

Table 7 1
Most Common Business Problem Reported By Proprietor,
1991-1998
P Percentage of Propnetors,
Constraint ‘ “ | -Reporting Constramis
n L - 1991 993 1998
Marketing 178 275 256
Finance 126 227 254
Inputs 177 226 17 4
Tools/Machinery 94 36 40
Transport 160 31 36
Miscellaneous 39 25 42
Government/Regulatory 04 23 13
Shop/Rental Space 32 23 25
Utility Problems 14 09 05
Labor Problems 186 04 02
Technical Problems 00 02 03
No Problems Reported 16 0 117 14 8
Total 7 100.0 99.8| = 99.8

Note figures may not add to 100% due to rounding
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An examination of the three main categories of reported problems 1s also 1lluminating Table 7 2
shows that marketing problems tend to be disproportionately a rural constraint Although 61%
of all MSEs are located 1n rural areas, nearly three-quarters of firms listing marketing as their
main problem are located i rural areas Finance problems, on the other hand, are
disproportionately a problem of urban firms Although only 39% of all MSEs are located in
urban areas, nearly half of the MSEs listing finance problems as the most pressing are in urban
arcas Of those proprietors who feel most constramed by input problems, about the same
proportion are found 1n rural areas as MSEs 1n general

Table 7 2
Marketing, Finance, and Input Problems
By Location

~ % |~ - Proportiorrof Proppelors,With Majn .

Location - *n. Pmbierréﬁ ff’;ﬁﬁb s
“7 ¢-f Maketing” | Financ€”. | - Inputs®; 7

Urban 275 47 4 376

Rural 725 526 624
‘Total * 7.’ /441000 | . - 1000°, -] 1000 -

Constraints are also apparently related to proprietor gender, as Table 7 3 demonstrates Although
about 58% of all MSEs are owned by women, a greater proportion of proprietors citing
marketing or input problems as their firms' main difficulty are women Women-run firms, then,
are more likely to be constrained by marketing or input difficulties than those owned by men

Table 7 3
Marketing, Finance, and Input Problems
By Proprietor Gender
?rzopomon of Propristors With Mam ™ ~ o
«genqewfr A Problga n Beingo.” ol Beps
Topnetor Marketmg Finance _ ffj{)@f;ﬁ -
Female 646 587 631
Male 272 244 253
Jointly-
Owned 82 169 116
Total ~ - |- 100.0 1000 100.0 .

The most pressing specific types of marketing problems are "not enough customers or lack of
demand" (72 1% of proprietors lising marketing problems as their overall most pressing
problem) and "too many competitors” (11 7%) Of proprietors listing finance problems as the
most important, the most common specific types are "lack of operating funds" (54 9%) and
"customers not able or not willing to repay credit” (32 3%) Finally, of the proprietors reporting
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mput difficulties as their main difficulty, the most common particular problems are "raw
"~ materials or stock expensive" (66 2%) and "raw materials or stock unavailable" (21 5%)

When asked whether or not competition had increased over the past few years due to an increase

in the number of similar busiesses, 55 5% of MSE proprietors in 1998 answered in the

affirmative In 1993 this same figure was shightly higher at 60 2% Import competition seems to

be a problem for a larger proportion of MSEs n 1998 than 1t was 1n 1993 13 3% of proprietors

report an increase 1 import competition over the 1994-1998 period, while 10 3% complained of

thus for the period prior to 1993 While less than 3% of 1993 proprietors reported using imported
- 1nputs, more than 6% of proprietors in 1998 did These trends may be the natural and expected

results of Zimbabwe's gradual lowering of import barriers as part of the ongoing structural
adjustment exercise

It 1s also mteresting to constider the reason why MSEs close, since these reasons have much to
say about the factors constraming firms * There seem to be temporal, spatial, gender and
sectoral patterns 1n the reasons given for closure In particular, during the economic downturn of
1995, MSEs were much more likely to close for finance reasons, while 1n more prosperous years,
market problems were more often the cause of firm closures (see Table 74) Table 7 5 shows
that 1n general, urban-based MSEs are more likely to close for finance reasons, while input
problems are more commonly the cause of death for rural firms Enterprises owned by women
are more likely to have closed for personal reasons or because of input problems than are male-
owned firms, as Table 7 6 shows Finance and market problems commonly lead to closure of
firms 1n the trade sector, but input difficulties are relatively more common reasons why

manufacturing firms close Detailed information on this 1ssue can be found in Appendix Table
F7

%6 A detailed list of the reasons why MSEs close m Zimbabwe can be found m Appendix Table F 9
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Table7 4
Reason for Closure,

1994-1997 = f
e PEICEN Fipms Closing wr .o - ”z 2

"M“? Rief"f’“ | 897~ ta%g g8 <] :%%&n%«f 1994
Finance 132 188 347 229
Tools/Machinery 36 48 04 12
Market Problems 192 220 105 152
Gov't/Regulatory 42 24 15 14
Shop/Rental Space 05 02 11 00
Input Problems 253 129 228 120
Transport 16 04 04 11
Labor 06 07 00 00
Utiities 25 02 00 07
Technical 13 04 00 00
Personal 220 307 209 342
Miscellaneous 41 32 15 00
Got a Job 11 09 00 07
Other Positive Reason 08 26 57 106
No Reason Given 00 00 00

e R B2

'wwé

%&w ﬂf‘

04
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Table 7 6
Closure Reason By Stratum, 1994-1997

e N ” Percentage of MSEs Closingm -
- Glosﬁre R%%%" " *f; -} Urban Areas:< | 7 ‘RuratAreas |- Zimbabwe -

Fmance 233 157 179
Tools/Machinery 37 29 32
Market Problems 17 3 187 183
Gov't/Regulatory 57 21 31
Shop/Rental Space 15 * 05
Input Problems 137 261 225
Transport 13 10 11
Labor 15 * 05
Utillities 04 19 15
Technical 04 10 08
Personal 175 267 240
Miscellaneous 75 14 32
Got a Job 28 * 08
Other Positive Reason 34 22 25
No Reason Given 02 00 01
Total ~ 100 2 - 000 - 1000

Note columns may not add to 100% due to rounding
*less than 0 1%

Table 76
Closure Reason By Proprietor Gender, 1994-1997
’ , = Percentage of MSEs That Were
... (Closure Reseon ; Femgfe»(iwﬁed Malg-Owned
Finance 16 4 159
Tools/Machinery 18 110
Market Problems 179 247
Gov't/Regulatory 29 34
Shop/Rental Space 03 17
Input Problems 238 143
Transport 13 06
Labor 05 00
Utihbies 17 06
Technical 09 04
Personal 26 6 16 8
Miscellaneous 32 23
Got a Job 07 19
Other Positive Reason 19 65
No Reason Given * 00
“Total. | = & LAy m%?‘ T e jﬁ%‘!@@;ﬁﬁg R ‘{00.44" N

* less than 0 1%
Note columns may not add to 100% due to rounding
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72  Constramts Faced By Agricultural and Miming MSEs

It 1s also useful to consider what sorts of constraints agriculture and mining proprietors perceive
As Table 7 7 shows, proprietors most often complain about inputs In particular, proprietors are
more commonly constramed by costliness than unavailability of inputs Proprietors also report
being constrained by finance problems Within this category, the most commonly reported
problem 1s a lack of operating funds Weather conditions also (and not surprisingly) seem to
affect agriculture and mining MSEs  In contrast, manufacturing, commercial, and service MSEs
are much more likely to be constrained by marketing and finance problems

Table 77
Constraints Faced By Agricultural and Mining MSEs
e R T | eeiagedt
*Q ésﬁafnt e fq i : e s Pgﬁp etors
e ek -~ Repoiting
. N <7 s Cohsfraint .~
Inputs 26 4%
Finance Problems 19 1%
Weather 11 2%
Marketing Difficulties 8 4%
Veterinary Problems 7 8%
Miscellaneous 7 4%
Tools/Machinery Problems 6 2%
Transport 34%
Labor 2 5%
Utilities 22%
Shop/Rental Space Problems 10%
Technical 0 3%
Government or Regulatory Problems *
No Problems Reported 39%
Total ;L T T .99 9%

Note columns may not add to 100% due to rounding
*less than 0 1%
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Section Eight
Urban Markets

The 1998 survey also gathered information on two urban markets Harare's Mbare Market and
the Renkim Market i Bulawayo *’ Some 533 MSEs n manufacturing, commerce and service
sectors were visited of which 246 were located 1n Renkim, and 287 1n Mbare The total number
of MSEs 1n Renkim at the time of the survey was 738, while i the Mbare market there were a
total of 1,483 The survey therefore enumerated one-third of all MSEs 1n Renkim, and about
one-sixth of those in Mbare Total employment 1n the two urban markets 1s 3,675 persons

Not surprisingly, most MSEs m these markets are engaged m some sort of trading In particular,
vendors of farm products are the most common sort of undertaking A sectoral breakdown of
enterprises 1s presented n Table 8 1

As Table 8 2 shows, on average, MSEs operating from urban markets earn annual profits of
Z$22,077, which 1s approximately Z$7,000 below the national average for manufacturing,
commercial and service MSEs ** However, n 8 of the 13 sectors for which comparisons are
possible, MSEs located 1n the urban markets have gher average profit levels than those located
elsewhere in Zimbabwe Presumably, these urban markets are characterized by a higher average
numbers of customers, and more consistent demand Interestingly, the average annual growth
rate of MSEs 1s almost invariably lower for firms 1n the urban markets as compared with firms
overall ® In short, while urban-market MSEs typically generate higher-than-average profit
levels, they are much less likely to expand by as much as their counterparts i other parts of

Zimbabwe This may reflect constraints placed on firm size by the administrators of the Mbare
and Renkimi markets

47 Of the 2,483 total MSEs n both markets, 533 (21 5%) were mnterviewed As has been previously noted, because
these areas were not selected as parts of the sample, they were sampled purpostvely They are therefore not mcluded
1n the country-wide extrapolations, and are analyzed separately here

“* These differences are significant at the 95% level (the t-statistic 1s -2 36)

“ These differences are significant at the 99% level (the t-statistic 1s -6 53)
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Table 8 1

Sectoral Distribution of MSEs

Mbare and Renkini Markets

(Settor - oL sl . w4 Nu}i;;?z;& P %m%}éggTo@m
N - - - MSEs. - MSES v
Tailoring/Dressmaking 75 30
R N - O T T
Rubber Work 3 01
Plastic Work 3 01
Chemicals 4apgxp§?§ac§§ e o h. 85 182 -
Mantfacturing v 7 - 7. -~ - | 4Bt - F 83 -
Hawking 235 95
Vending Foods/Sweets 222 89
Vending Drinks 65 26
Vending Farm Products 831 335
Vending Hardware 161 65
Vending Garments 193 78
Vending Jewelry 9 04
Vending Fish 23 09
Vending Books/Magazines 16 06
Vending Cigareftes 3 01
Vending Electronics 3 01
Vending Plastics/Rubbers/Bags 264 106
Other Vending 217 88
Grocery 18 07
Retail Farm Products 11 04
Retall Hardware 8 03
General Trader/Dealer 15 06
Tuck Shopo/Kiosk 18 _ 07
Retail Vehicle Spares 6 02
Retail Trade B " 2825 .~ 17 . 986
Total Trade, . ~~ T T 232577 {0 936
Goods Transport 77 31
Trapsport - o~ | .- 77 , 31 -
Total -~ e - 2483, ©_ 1000
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Table 8 2
Average Annual Profits of
Urban Market MSEs By Sector

ot ¢ T F e ?ggﬁgﬁggﬁgggf - Average Arinual Profits
Soctor y v oo Tt Rate sl s {m%gmgabweggﬁars)
LR s TMSESIE w7 MSESINT T o
g oA A s | Ulan b Cueps”
¢ T e 7 e Jﬁéﬂiets,’ ”qMW i Markets |7
Tailoring/Dressmaking 033 8 80 34,666 10,621
Textles | ¢ o> =70 .5k JM533c §- 75Q | -.34,660 ° |t 8701 -
Manufacturng - ~»- - 2% .0 L T 03.r <FL° 6,36 | .-83248: 7] 20,202
Hawking 1063 1203 40,844 15,5634
Vending Foods/Sweets 4 46 1070 26,186 6,703
Vending Drninks -5 22 26 62 9,545 2,747
Vending Farm Products 470 804 15,999 7,088
Vending Hardware 330 1090 32,771 165,586
Vending Garments 190 26 20 36,381 12,493
Vending Jewelry 00 856 1,948 9,147
Vending Fish 618 139 84 7,052 6,473
Vending Plastics/Rubbers/Bags 6 41 00 22,139 *
Other Vending 17 28 2501 14,000 7,475
Grocery 233 1034 12,413 113,099
Tuck Shop/Kiosk 220 2552 31,590 48,080
Retail Trade | N 5.98 - 1849 |~ 21,998 34,934
Total Trade ~.75» -~ - | 598, 720,39 21998 |© 34,6890
Goods Transport 00 390 8,227 20,707
Transpom G 4. 00 ~ 441 - | - 8227 185,904
3 ” b & - v P
;ggt;f?:» Commercial, 5575 | 1283 | 22077 | 29419

*less than 0 1%

It 1s also mteresting to examine how the proprietors of the MSEs located 1n the urban markets
differ from all other urban MSE proprietors For example, the two groups do not differ in any
substantial way 1n terms of the level of education However, proprietors of market-located firms
are more experienced than the average urban proprietor, with the former having 8 99 years of
expertence 1 sumlar businesses and the latter having 6 77 years °° These figures are
substantially higher than comparable ones from Mukuzunga’s (1997) survey of hawkers and
vendors m Harare’s central business district, who found that 62% of his respondents had four or
fewer years of experience The proportion of male-owned MSEs 1s also higher for market-
located firms while only 23 2% of all urban firms 1s owned by one or more males, over 40% of

% For the sample, this difference 1s significant at the 99% level, with a t-statistic of 3 39
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urban market MSEs are > The types of MSEs located 1n these markets are not n general
dommated by males, so one could argue that the higher profit levels businesses seem able to
command 1n market settings 1s attracting male proprietors

Market-based MSEs are otherwise quite stmilar to non-market based urban MSEs A similar
percentage of firms report having received some sort of credit, and for the most part the
problems 1dentified by proprietors are similar >* Profit-use patterns are also similar, with both
groups using MSE profits primarily for household needs and school fees In both cases, only
between 10% and 15% of proprietors remnvest profits into their businesses

3! A chi-square test indicates that these differences are highly significant Pearson's chi-square statistic 1s 64 79
%2 Interestngly, a greater proportion (19 3%) of market-based proprietors cites a lack of customers as their primary
problem than do other urban MSE proprietors (10 0%)
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Section Nine
Conclusions

Zimbabwe’s economy has undergone tremendous change over the decade of the 1990s It 1s
perhaps no surprise that her micro and small enterprise sector has also been dramatically
transformed It 1s important that policy-makers realize the close connection between changes 1n
the macroeconomy and changes m the MSE sector Structural adjustment policies, as well as
other sorts of policies, are quite likely to cause change n the structure and size of the MSE
sector

The number of manufacturing, commercial and service MSEs in Zimbabwe increased markedly
from 1991 to 1993 as the country grappled with the effects of a severe drought and with the
implementation of the ESAP However, the relatively more prosperous years smce 1993 have
seen a lessening 1 the number of MSEs  Much of this change involves MSEs 1 the rural areas,
in fact, the number of urban MSEs has increased Although this survey 1s not able to definitively
address the 1ssue of why rural MSEs are less common, 1t may be the case that propretors of
MSEs are disproportionately represented 1n the rural-to-urban migrant stream  As noted above,
this migration 1s not insignificant urban population growth rates may be twice as high as those 1n
rural areas In addition, the fall mn real per capita mcome and wages over the period may have
decreased the urban-to-rural remittances that may help start and support rural MSEs

In spite of the decrease in number of manufacturing, commercial and service MSEs since 1993,
employment 1n this sector has mcreased to 1 65 mllion persons More than 91% of these
Zimbabweans are employed 1n these businesses on a full-time basis MSEs have therefore
increased 1n size on average, with the mean number of workers (inclusive of any working
proprietors) at just under 2 Simce 1993, a substantial number of MSEs have “graduated” from
the one-person category to the 2-4 person and, to a lesser extent, the 5-10 person categories As
Liedholm and Mead (1987) have noted, there 1s reason to believe that firms that have more than
one person working are substantially more efficient operations If so, then recent changes 1n
Zimbabwe’s MSE sector may be largely positive

The types of manufacturing, commercial, and service MSEs that are most commonly found n
Zimbabwe have also changed 1n important ways Since 1991, manufacturing MSEs have
declined 1n importance By 1998, MSEs involved 1n retail trading were the most common class
of firms MSESs 1n the service sector, though still small in absolute numbers, make up an
increasing share of all MSEs Thus, too, may be largely a positive trend As development
proceeds, 1t may be that the simple manufactured goods that MSEs produce (e g , textiles) are
replaced by imported or domestic substitutes that are made on a larger scale Furthermore,

developed economuies typically have relatively larger trade and service sectors, and relatively
smaller manufacturing sectors

Some of the change 1n the sectoral composition of Zimbabwe’s manufacturing, commercial, and
service MSEs 1s the result of a different economic policy environment Trade liberalization has
made 1t easier and cheaper for Zimbabweans to buy certain mputs, and for retailers to buy
imported finished goods for resale In principle, trade liberalization should also lead to
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expansion of sectors involved mn exporting In the particular case of Zimbabwe’s textile sector,
both of these come mto play While South Africa’s large market 1s said to remain mainly closed,
South African textiles are abundant in Zimbabwe These factors may explain much of the
tremendous decline 1n the textile-producing piece of the MSE sector, and the equally tremendous
growth 1n the number of MSEs engaged 1n selling textiles

The importance of women 1n the MSE sector has dimimished over the 1990s  Although still large
1n absolute and relative terms, women-owned MSEs make up a substantially smaller proportion
of all MSEs 1n 1998 than before The reasons for this decline may mclude the fact that
retrenched men are erther starting new MSEs and crowding out women-owned firms, or are
Joming existing MSEs owned by their wives In addition, the decline in the numbers of MSEs
engaged 1n textile manufacturing (a sector traditionally dominated by women) may explain the
decrease mn female-owned enterprises As was the case m earlier surveys, MSEs owned by
females are on average smaller, slower-growng, and less profitable than those owned by men

The 1998 survey also gathered data on MSEs engaged 1n agriculture, mining, and forestry Since
no such data were collected previously, no comparisons with earlier periods are possible
Nevertheless, several interesting and useful facts emerge First, an estimated 442,00 such MSEs
exist in Zimbabwe, and these employ approximately 2 2 million persons Most of these MSEs
are mvolved 1n maize growing, poultry farming and multiple crop growing Most births of
agriculture and mining MSEs occur n sectors with high average profit levels, low start-up costs,
or both MSEs engaged in agriculture and mining have more workers, but lower profits and sales
than rural manufacturing, commercial, and service enterprises  With respect to changes mn this
part of the MSE sector over the past four years, a sigmificantly greater proportion of agriculture
and mining-related MSE proprietors report an increased sales volume than do proprietors of
manufacturing, commercial, and service MSEs This provides some dubious evidence which
suggests that since 1993 the agriculture and mining part of the MSE sector has grown at the
expense of the rural manufacturing, commercial and service part The relationship between rural
farm and non-farm enterprises 1s not well understood, and merits further study

Predicting the future of Zimbabwe's MSE sector 1s at best a risky undertaking Nevertheless, as
Zimbabwe enters the 21* century, we can make a few cautious forecasts In the shorter term, ups
and downs 1n the business cycle will likely lead to changes 1n the number and types of MSEs In
particular, there 1s some evidence that during recessions more MSEs are created than destroyed,
and that the births are disproportionately in the low-profit sectors, such as small-scale textile
manufacturing, and certain kinds of vending In economic booms, overall numbers of MSEs
may decrease, firms m higher-profit sectors may become more common, and those that already
existmay expand As the country continues to develop economucally, 1t appears likely that the
general medium-term trend will be towards fewer but larger MSEs These firms will be
increasingly engaged 1n trade and services, while manufacturing will become relatively less
sigmficant The future role of female proprietors 1s especially difficult to predict Although the
role of women 1n this sector has become relatively less important over the past decade, 1t 1s
nerther clear why this 1s nor whether this trend will continue

It 15 also very likely that policy has important impacts on the MSE sector in both the short term

- and the medium term  MSEs wall be affected 1n as much as the government can affect its
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macroeconomic fluctuations In addition, the nature of structural adjustment and of economic
development i general will surely change the face of MSEs in Zimbabwe
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Survey Limitations

Although the surveys carried out in 1991, 1993 and 1998 provide invaluable mnsight into
Zimbabwe's MSE sector, the survey methodology 1s not without limitations These limitations
must be recognized when the results are used for any purpose

1

Extrapolation of the Sample Many of the results in this report are the result of
extrapolation of the sample findings to the national level The 1ssue of extrapolation and
weighting of the sample was discussed in Section Two There are a number of
possibilities for bias in this procedure First, the weights are based on estimates of the
population 1n each of the survey strata These estimates are presented as part of Table

3 5, and are based on Zimbabwe's 1992 population census, and Zimbabwe's Central
Statistics Office projections of population growth To the extent that these projections
are incorrect, the weights will be incorrect  When the 2002 population census 1s
completed, 1t will be useful to re-examine the weights used 1n this research

Second, the weights are based on assumptions about the proportion of closed households
(that 1s, households at which no one was present at the time of the survey to answer
questions) 1n each stratum that actually contain MSEs The assumptions used m the
weighting procedures are based on a re-survey of closed households done as part of the
1993 survey exercise This estimates could be incorrect, or the proportions could have
changed since 1993 In either case, the weights would not be correct

Respondent Fatigne The Existing Business Questionnaire 1s eight pages long, and the
Closed Business Questionnaire 1s another two pages 1n length It 1s always possible that
m a lengthy mterview a respondent may become tired and either end the interview
prematurely, or not give accurate answers To mimimize this problem, enumerators were
trained 1n proper mterview techmques The possibility of bias 1n this area remains,
however

Illegal Activities Although our enumerators had identifying documentation with them at
all times, 1t seems likely that certain kinds of activities, especially 1llegal ones, may have
been under-reported by respondents These include prostitution, growmng and selling of
illegal drugs, as well as some others Some mformation on businesses of this nature can
be found m Harrison’s and Sendah’s (1994) study of 1llicit microenterprises n
Zimbabwe

Imprecision mm Calculating Profits Most MSE proprietors do not keep written records
of therr firms' sales and costs In addition, respondents may be reluctant to reveal such
sensitive information All profit calculations 1n this report should be treated with a
healthy dose of skepticism Detailed information on how profits were calculated can be
found mn Appendix C

Respondents' Inability to Recall Certain Events Although most questions on the EBQ
refer to the situation at the time of the interview, some required respondents to recall
conditions 1n the past For example, respondents were asked how many persons worked



1n the business at the time the business began operations While most proprietors would
likely recall accurately such information, some may not

Respondents' Unwillingness To Answer Sensitive Questions

Certain 1ssues are more sensitive than others For example, proprietors may be unwilling
to answer any questions regarding income, or may not give fully truthful answers Much
of this may stem from respondents' mistaken belief that survey enumerators are
employees of the Government, and that truthfulness may lead only to higher taxes being
assessed against them The survey attempted to minimize this problem by training
enumerators on ways to properly identify themselves and to convincingly assure
respondents that their answers would be kept strictly confidential
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ENUMERATION AREAS

As noted 1n Section 2, to permit comparisons to be made with the earlier survey, the same
enumeration areas were visited 1n 1998 as were visited mn 1993 Despite growth and change
throughout Zimbabwe, the need to compare survey results necessitated classifying these
enumeration areas into the same strata The enumeration areas, the stratum of which each 1s
considered part, as well as the number of enterprises and sites visited 1n each are as follows

Zimbabwe 1998 MSE Survey
Enumeration Areas

Enumeration Area [ Existing MSEs Found | Total Sites Visited
Urban High Density

Warren Park #5 695 1,399
Dvivarasekwa #9 993 2,024
Budinro #3 368 - 736 —
Budiriro #4 510 1,052
Chitungwiza #22 213 414
Nketa #3 435 1,822
Emakhandeni # 2 330 1,197
Pumula #2 457 1,527
Total, Urban High Densiy 4,001 10,171 -
Urban Low Density

Vainona #2 10 143
Mount Pleasant #1 33 505
Glen Lorne #2 14 240
Chadcombe 62 256
Suburbs #1 6 91
Newton West #3 13 99
Total, Urban Low Density . 138 1,334
Urban Commercial Areas -

Harare #26 64 75
Bulawayo #8 36 95
Bulawayo #5 39 135
Bulawayo #16 84 166
Totai, Urban Commercial Areas 223 - 471
Urban Industrial Areas

Harare #15 30 96
Harare #22 41 154
Bulawayo #27 18 46
Bulawayo #1 12 36
Total, Urban Industrial Areas 101 - 332
Urban Markets

Renkint A 6 6
Renkim B 20 20
Renkimi C 33 33
Renkini D 16 16
Renkint E 16 16
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Enumeration Area Existing MSEs Found Total Sites Visited
Renkini F 17 17
Renkinl G 105 105
Renkini H 33 33
Mbare A 177 143
Mbare B 103 90
Mbare C 7 7
Total,Urban Markete -~ &+ © = 5 [ 535 - 1 ~486 i
3 B ; o Yo [ Ay
Small Towns
Plumtree 241 1,038
Nyanga 171 359
Chakarn 259 853
Lalapansi 81 167
| Total, Small Towns "~ 752 . 287
Growth Points
Murehwa 474 904
Lukost 36 340
Chivi . 177 340
Total, Growth Poinfs_ = 687 1,584 !
Rural Areas
Hwange 47 510
Hwedza 108 208
Kubatana-Bindura 128 234
Mabvazuva 126 326
Umzingwane 75 528
Rushinga 31 160
Nkayi 69 271
Chitenderano 55 73
Masvingo 115 454
Vunga Upper Ngezi 68 237
Chesa 112 137
Total Rural Areas =~ 934 - L3387
M % R T A
e e g w*&%ﬁ% 2 w%g@?%&l@% ﬁ»«ﬁﬁ% ;;»;g’w ;‘zw
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Data Extrapolation and Weighting

Since 1993, the MSE sector has changed 1n many ways By comparing estimates of the overall
number of MSEs of each type in Zimbabwe 1n 1998 with similar estimates made using the 1993
survey data, 1t 1s possible to know whether there are more or fewer MSEs, what sorts of activities
have become more or less prominent, how sales, costs, and profitability by sector may have
changed, how employment has changed, etc In order that the figures be comparable, the 1998
sample was extrapolated to the national level in exactly the same manner as the 1993 sample
was The procedure 1s to weight each stratum, taking into account both the probability of a
household being selected, and the fact that in each enumeration area certamn households and
shops were closed to our enumerators Being closed simply means that when some households
and shops were visited, no one was home at that time to answer questions Given the nature of
the survey and the resource constraints we faced, we were unable to revisit closed households
and shops Therefore, 1t was necessary to make an assumption as to the proportion of closed
households that has MSE activity Based on follow-up surveys in Zimbabwe designed largely to
explore this 1ssue, Daniels (1994) found that on average 32% of closed households have an
existing MSE, although the exact proportion varies according to stratum We adopt these
assumptions 1n our extrapolation of the 1998 data

Following Damels (1994) the weights for each of the eight strata were calculated in the
following manner

HH. ][MSEOP, +MSECL,}
HIHE, MSEOP.

where WT, 1s the weight applied to stratum 1,
HH, 1s the total number of households 1n stratum 1
HHE, 1s the total number of households enumerated 1n stratum 1
MSEOP, 1s the number of MSEs at open households 1n stratum 1, and
MSECL, 1s the number of enterprises estimated to exist in closed households 1n
stratum 1

|

The first term 1s the ratio of the total number of households 1n each stratum to the number of
households enumerated 1n that stratum It 1s therefore the mverse of the probability of a

household's bemng sampled The second term 1s designed to correct for the closed sites we
encountered

Once these weights are calculated, a nationwide estimate of the total number of MSEs 1n each
stratum can be made Furthermore, 1t 1s possible to estimate the total number of enterprises
involved 1 each activity (e g , tinsmithing, selling curios, repairing bicycle tires, etc ), the total
number of MSEs run by female proprietors, the number of MSEs by location, etc By combining
the estimates of numbers of MSEs by stratum in Zimbabwe with the average number of workers
per firm, an estimate of national MSE employment can also be made By comparing these
numbers with those from the 1993 survey, a picture of how the MSE sector has changed over the
past four years emerged
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Calculations of Profits and Costs By Sector

In order that the results be comparable with those from the 1993 survey, profits and costs were
calculated m the same manner for non-crop agriculture, mining, manufacturing, commercial, and
service MSEs Each proprietor was asked a number of questions regarding sales and costs
These included

e The number of months per year that the firm had high, low and average sales
Sales levels in high, low, and average months
Sales during the past week
Expenses during the past week
Proprietor's estimate of profits during the past week

Annual sales were computed using the following equation

Sales = (HighMonths)(SalesHigh) + (AvgMonths)(SalesAvg) + (LowMonths)(SalesLow)

Where HighMonths = number of months when sales are high
SalesHigh = average sales during high sales months (in
Zimbabwe dollars)
AvgMonths = number of months when sales are average
SalesAvg = average sales during average sales months
(1n Zimbabwe dollars)
LowMonths = number of months when sales are low
SalesLow = average sales during low sales months (in
Zimbabwe dollars)
Annual profits were calculated as follows
Profits = Sales - [(Sales)(Rat10)]
Where Ratio = [expenses last week/sales last week]

Sales and profits figures were calculated as averages of all firms within a given sector However,
the Ratio figure was only used 1f a proprietor's estimation of his or her profits 1n the last week
was within 10% of the difference between sales last week and expenses last week If the
proprietor’s profit estimate was different by more than 10%, 1t was assumed that the proprietor
did not understand the concept of profit, or was unable to calculate 1t properly 55% of all
proprietors answered the questions regarding sales, profits and expenses mn the previous week,
and of these 56% calculated profits correctly (that 1s, within the 10% boundary) ! This means

! The overall estimation of profits 1s not especially sensitive to the rate of rejection For example, 1f only proprietors
whose profit estimations are exactly correct are used, overall profits are 0 8% lower than if a 10% 1s used If the
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that usable profit figures exist for 31% of the overall sample Damels found a comparable figure
of 28 2% for the 1993 survey

While profits of MSEs in the manufacturing, commercial and service sectors, as well as livestock
agriculture, mining, and forestry were calculated as described above, profits for crop
agriculturalists were computed 1n a slightly different manner This difference 1s due to the
seasonal nature of crop agriculture expenses and sales occur at infrequent intervals during the
year As one can see in the EBQ (see Appendix F), crop agriculturalists were asked what crops
they sold last year, and how many units of each were sold (EBQ question B 44) By multiplying
these quantities by the price per umt?, a number representing last year's gross sales was
calculated Proprietors were also asked to list various farm-related expenses mcurred over the
past year (EBQ question B 46) By subtracting total expenses from total sales, an estimate of
annual profits could be arrived at  However, proprietors were also asked separately what their
profits were mn the previous year If the proprietor's assessment of profit was different by more
than 10% from the calculated profit level, 1t was assumed that the farmer did not properly
understand the concepts mnvolved, or that he or she was unable to calculate 1t properly These

observations were not used > Sales and profit figures are therefore averages of all these firms
within a given sector

allowable proprietor error 1s raised to plus or minus 20%, overall profits are 1 3% higher than 1f the 10% level 1s
adopted

2 Prices came from the Gram Marketing Board, the Cotton Company of Zimbabwe, and the Zimbabwe Farmers
Union Where these sources differ, an average was taken

? Usable profit figures exist from 32 2% of the crop agriculturalists mn the sample
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Further Discussion of Firm Births and Deaths

Daniels (1994) has discussed extensively the hypotheses regarding MSE births The first
hypothesis 1s that MSEs tend to be created as a result of increased demand for MSE products
Others contend that firm births are driven by an excess supply of labor Extending Daniels' work
to 1998, we are 1n a position to test these hypotheses

Presumably, 1f output demand 1s the main reason why MSEs are started, most firm births will be
in profitable sectors On the other hand, 1f 1t 1s an excess supply of labor that drives MSE barths,
we should expect most firm creation to occur 1n sectors with relatively smaller costs of entry If
firm creation 1s mainly output driven, we ought to observe higher MSE birth rates in times of
rapid macroeconomic growth, whereas 1f surplus labor 1s the cause of MSE burths, birth rates for
the sector as a whole should be higher during periods of slower or negative economic growth
Finally, 1f the output demand hypothesis 1s correct, during macroeconomic booms the birth rates
of firms 1n the high profit sectors should be higher than during recessions If on the other hand
the labor supply hypothesis better explains MSE creation, during recessions the birth rates of
MSEs 1n the low-profit sectors should be higher than during prosperous economic times

Table 5 1 above, as well as the work of Daniels (1994) provides some evidence that most firm
births are driven by excess labor supply In order to further test the hypotheses outhined above,
one can compare the birth rate in each year in the MSE sector with the growth rate of GDP for
that year As noted above, these series will be negatively correlated in the event that most firm
births are driven by excess labor In the event that most firm births are caused by output
demand, this association should be positive Perhaps the best way to examine this relationship 1s
by means of regression analysis Such an analysis reveals that for the 1988 to 1997 period, for
every 1% increase 1n the GDP growth rate the MSE birth rate decreases by 0 62 percent *
Daniels (1994) found a very similar figure for the 1988 to 1993 period This means that during
economic downturns, we can anticipate an increase 1 the number of MSEs Once again, the
hypothesis that MSEs are created because of an excess supply of labor receives some support

Finally, 1f the labor supply hypothesis 1s indeed correct, 1t should be true that during recessionary
times, low-profit sectors should have the lghest birth rates If, on the other hand, 1t 1s output
demand that 1s the dommant force in MSE creation, the birth rates of firms 1n high profit sectors
should be higher during macroeconomic upturns Table 5 2 provided some evidence that the

labor supply hypothesis 1s more likely to be correct low-profit MSEs are most often created
during times of high unemployment

* The specific regression results are as follows
birth rate, = 22 0584 - 0 6266 GDPGrowth ,
(11 30) -(1 746)

Sample size =10
Adjusted R? = 1854
Sample pertod  1988-1997



As for higher-profit firms, the evidence 1s more mixed Table 5 2 above revealed that i only
four out of the ten highest profit sectors 1s the birth rate lower 1n the low economic growth year,
as would be the case 1f output demand drives births of firms 1n high-profit sectors On the other
hand, Daniels found that eight of the ten highest profit sectors had lower birth rates during the
low-growth year of 1992

Finally, Table 4 3 examined the reasons why MSEs were started As noted mn the text in Section
Five, this information may indicate that while firm creation 1n low-profit sectors 1s primarily
driven by excess supply of labor, firm births 1 the higher profit sectors are more hkely caused
by output demand

Each survey gathered information on MSEs that once operated but closed at some point 1n the
past A more complete understanding of the changes that have taken place in the sector can be
reached by an examination of these data There 1s compelling evidence that most firms that close
are those 1n the marginally profitable sectors Table 5 5 showed that more than half of total firm
closures occurred 1n only five sectors, and that the average annual profits for these sectors 1s
roughly one-sixth of that of the remaining sectors > Furthermore, for the most part the sectors in
which closures are most common are the same as the sectors 1n which births are most common
Evidently much of the churning that goes on 1n the MSE sector 1s confined to a small number of
sectors that are characterized by both low profits and low start-up costs Daniels (1994) found a
nearly 1dentical pattern over the 1991 to 1993 period

Using regression analysis, Daniels (1994) found that MSE death rates® and economic growth
over the 1988-1993 period are inversely related Considering the more recent data as well, a
somewhat similar pattern emerges Over the 1988-1996 period, regression analysis shows that a
1% decrease m the GDP growth rate leads to a 0 35% 1ncrease 1n the overall MSE death rate ’

5 A t-statistic of -2 92 from the sample demonstrates that the differences n profitability by sector are significant at
the 99% confidence level
¢ The death rate m year t 1s defined as the number of deaths durmg year t divided by the number of firms m
existence at the beginning of yeart A complete list of death rates by sector can be found m Appendix Table F 6
7 The specific regression results are as follows
death rate, = 55983 -0 3478 GDPGrowth
(8 717) (-3 033)

Sample size =9
Adjusted R? = 5062
Sample period  1988-1996
t-statistics are m parentheses

It should be noted that 1f 1997 results are included, the effect of GDP growth on death rates 1s still of the same
magnitude, but 1s statistically msignificant
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Table F 1

Sectoral Distribution, Manufacturing, Commercial and Service MSEs
1991, 1993, 1998

- .y . .. -Percentage;of Total MSES™
Sector -~ . L aET 1 4893 ] 7968
Maize and Flour Miliing 07 03 23
Butchery/Abattoir 03 02 08
Bread/Biscuits/Cakes 01 01 01
Other Food Processing * 23 04
Beer Brewing 59 21 16
Other Beverage 04 0 0
Food and Beverage Processing 74 .l 5, - 52 .
Tailloring/Dressmaking 84 56 69
Embroidery * o 03
Knitting 118 94 47
Weaving 05 05 29
Crocheting 10 143 44
Shoework/Repairs 1 11 07
Leatherwork 01 02 *
Other Textiie Work 25 16 01
Textles . - T 3 v 327 20
Grass/Cane/Bamboo Work 146 121 65
Wood Carving 37 34 13
Carpentry 22 22 14
Furniture Making 02 01 01
Other Wood Working 04 03 *
Wood and Wood Products - | 21.1 181 , 93
Printing e . -0 ; 0 . 01
Plastic Work * 02 01
Chemical Production 02 * 01
Soap Making 0 0 02
Chemicals and Plastics - - 02 Q2 04
Brick Making 19 14 06
Block Making 0 0 01
Pottery Work 18 26 05
Other Masonry 02 * 01
Glass Work * * *
Non-Metallic Mineral Processing ~ 39 - - 47 1137
Blacksmithing 05 0 06
Tinsmithing 1 09 04
Other Metal Works 03 13 05
Welding 05 07 11
Metal Fabnication i 23 29, - 26
Art/Artifact Production 08 04 15
All Other Manufacturing 03 04 04
Auto Work 04 04 04
Bike Reparr 01 02 02




S v A B TE e
g S e IR S e T 993 T LT - 1998 -
Electrical Repair 03 02 04
Radio/TV Repair 01 01 02
Clock/Watch/Jewelry Repair * * *
Other Repair Work 01 01
Other Manufacturing.”. g ; 7 48, - 32
Hawking o > 13
Vending Foods/Sweets 19 14 23
Vending Drinks 02 08 3
Vending Farm Products 79 85 167
Vending Forest-Based Products 12 03 11
Vending Hardware 01 01 01
Vending Garments 27 26 33
Vending Art/Artifacts 01 * 02
Vending Jewelry > > 01
Vending Cosmetics i * 01
Vending Fish ** * 16
Vending Books/Magazines ** > *
Vending Cigarettes o * *
Vending Electronics o > 02
Vending Plastics/Rubbers/Bags ** ** 02
Other Vending 08 52 18
Grocery 11 1 4
Retall Food 08 02 04
Retall Farm Products 01 * *
Retaill Hardware 01 01 02
Retall Garments 04 02 02
Stationers/Bookstore 0 0 02
Filling Station 0 0 02
General Trader/Dealer i5 286 39
Pharmacy * * *
Tuck Shop/Kiosk ** ** 19
Retail Vehicle Spares b ** 01
Bottlestore 06 03 2
Other Retail 04 16 03
retall trade . 199 ’ 249, - 444
Hotel * * *
Restaurant

Bar/Pub/Shebeen

hotels, restaurants, bars-, i p 6
W»« ., TRADES, Wivgf@%ﬁ?‘% L 455 7
Bus/Taxi Service

Goods Transport




Seclor ~ 377 Zv s 7L o BT T gergentagefof Total MSEs - -
e e e L ’€§§j i %93“ .. 71098
g o R4S o

Dry Cleaning * * *

Hair Salon/Barber 04 06 17
Professionals * b 05
Photo Studio 02 03 03
Funeral Services * 01 *

Other Services 15 17 11
Tradltlonal Healer 07 07 04

* less than 0 1%
** not available



TableF 2

Distribution of All MSEs by Sector, 1998

S e s T - .~ Percent of -
Seclor ” gl Lo Te s U roiimsEs
Maize Growing 90
Cotton Growing 28
Sorghum Growing 01
Ground Nut Growing 05
Paprika Growing 04
Fruit Growing 01
Vegetable Growing 22
Multiple Crop Growing 57
Tobacco Growing 03
Other Crop Growing 03
Horticulture *
Crop Agriculture 216
Cattle 11
Sheep *
Goats 05
Pigs 02
Poultry 91
Dairy Farming *
Rabbits 02
Other Livestock *
Livestock Agriculture 12
ALL AGRICULTURE . - . YT,
Gold Panning 04
Gold Mining *
Chrome Panning *
Chrome Mining 01
Tantalite Panning *
River Sand Mining *
ALL Mjﬁi&&f P o6 -,
Tree Harvesting 01
Nursery 07
ALL FORESTRY - - T 08 .
S < <
Maize and Flour Mlllmg% = 15
Butchery/Abattoir 05
Bread/Biscuits/Cakes 01
Cookmga 01
Other Food Processing 02
Beer Brewing 11
Distilling 01
Food and Beverage Processing 35
Tailoring/Dressmaking 45
Embroidery 02

948



Sect&r =<y W, | o PETCEntOF.
“&M R
Kmttmg 31
Tie and Dye *
Weaving 19
Crocheting 29
Shoework/Repairs 04
Leatherwork *
Other Textile Work 01
Textiles 132
Coffin Makers *
Producing Traditional Implements *
Grass/Cane/Bamboo Work 43
Wood Carving 08
Carpentry 09
Furnmiture Making 01
Other Wood Working *
Wood and Wood Products 62
Printing o
Rubber Work *
Plastic Work *
Chemical Production 01
Soap Making 01
Chemicals and Plastics 03
Brick Making 04
Block Making 01
Pottery Work 03
Tombstones *
Other Masonry *
Glass Work *
Non-Metallic Mineral Processing 09 .
Blacksmithing 04
Fence Making 03
Toy Making *
Key Cutting *
Tinsmithing 03
Other Metal Works *
Welding 07
Metal Fabrication 17
Art/Artifact Production 10
All Other Manufacturing 02
Auto Work 03
Bike Repair 01
Electrical Repair 03
Radio/TV Repair 01
Clock/Watch/Jewelry Repair *
Plumbing *
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Sectdroy . - " L UL Péréentof
w?zgfx g%“ T poon 7 ’f‘i‘”otaﬁmﬁs«f
Other Repair Work 01
Other Manufacturing ' L 2T
TOTAL MANUFACTURING 17 2%.8.. )
CONSTRUCTION S R
Wholesaler - *
Vending Medicine *
Hawking 08
Vending Foods/Sweets 15
Vending Drinks 2
Vending Farm Products 103
Vending Forest-Based Products 07
Vending Hardware 01
Vending Garments 22
Vending Art/Artifacts 01
Vending Jewelry *
Vending Cosmetics 01
Vending Fish 11
Vending Books/Magazines *
Vending Cigarettes *
Vending Electronics 01
Vending Plastics/Rubbers/Bags 02
Other Vending 12
Grocery 26
Retail Food 03
Retail Livestock *
Retail Farm Products *
Retaill Hardware 01
Retail Forest-Based Products *
Retaill Garments 01
Retail Leather/Shoes *
Stationers/Bookstore 01
Filing Station 02
General Trader/Dealer 25
Pharmacy *
Tuck Shop/Kiosk 12
Retail Vehicle Spares 01
Bottlestore 13
Other Retall 02
refail trade 283
Hotel *
Restaurant 01
Bar/Pub/Shebeen 02
hotels, restaurants, bars 04
TOTALTRADE ~ - 7~ 7287
[Bus/Taxi Service 01

ﬂzﬂ/



Sector 7" T s “ue ] Percento
%" & sai;f**‘ % ir’z@i} A f"Tofai”Msgs ;
Goods Transport 03
‘ﬁﬁ ﬁﬁzﬁ RY - % -~ s L 04 .
RENTING FLATS @3 ROOMS: | .- 45— -
Dry Cleaning *
Hair Salon/Barber 11
Professionals 03
Photo Studio 02
Funeral Services *
Other Services 07
Traditional Healer 02
BERVIGES © oy o™ =0 .28 A
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Table F 3
Population and Numbers of Manufacturing, Commercial and Service MSEs

1991-1998
- _|_Population arjd Percentage?“ af Popuiation =1, Number and Percentage of MSEs

Stratum 1891 | C1ee3- | - fee8- | 1991 : -|1gez - | 1998
Urban Areas, | 2520315 |- %,736,79{ 18 3‘”‘”%“2”‘05 T 2341 5| 255541 | 551551
Total - | 2&0% ; "2567 6*8"/ 5. J285% 27 1% 388% -
High Density | 2,026,333 | 2,189,433 | 2,613,506 | 216,080 | 231,600 | 299,838

20 1% 20 4% 212% 25 8% 24 6% 34 9%
Low Density 493,982 547,358 692,121 | 13640 | 15484 | 21,996

4 9% 51% 5 6% 16% 16% 26%
Industnal - - - 6,180 2,997 2,727

07% 03% 03%
Commercial - - - 2,241 5,460 6,690
0 3% 06% 08%

Rural Areas, | 7,560,043 | 7”'?7‘{%0’ "9,p14,638 | 598,196 | 666,403 | 520 078
Total L 750% | - 744% 732% | 715% 1729% | 615%
Smaller 312,519 343,441 426,151 | 26,895 | 33,180 | 34,508
Towns 31% 32% 35% 32% 35% 4 0%
Growth 110,804 128,790 181,334 | 14,615 | 17,040 | 21672
Points 11% 12% 15% 17% 18% 2 5%
Rural Areas 7,137,530 | 7,502,029 | 8,407,153 | 556,756 | 636,174 |472.878

70 8% 7o 0% 68 2% 66 6% 67 5% 55 0%

m, 5 e Y ’ 20 1944944 W
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Table F 4
Average Annual Profits and Start-Up Costs
By Sector

Y.
53" mE e

X

Sectér .- L Y-
« W

»

o s PURIAGE

i) Annual MSE

-~ e0stli  -Employment

NG

g e ¢ g"ﬁ"é%f ”i}; 1} Growth'Rate
Maize Growing 5,585 14,749 164
Cotton Growing 35,121 30,304 167
Paprika Growing® 3,727 | 39,732 00
Vegetable Growing * 105 84
Muitiple Crop Growing 36,897 3,629 117
Crop Agriculture 20,593 | 12,366 146
Cattle® 29,554 | 43,892 486
Goats® 15,358 1,259 21
Poultry 8,825 2,158 128
Rabbits® * 181 00
Livestock Agriculture 10,315 | 5418, 147
AGRICUUTORE <. (., _[/16418 | . 9,757 145
Chrome Mining™ 123,186 2,175 28
River Sand Mining® 81,373 * 211
Wﬁ@ o s 106,953 | -438 - 83 .
Nursery® 12,21

:

Maize and Flour Milling 70,291
Butchery/Abattoir” 60,568
Other Food Processing” 9,133
Beer Brewing® 836
Food and Beverage Processing 54,965
Tailoring/Dressmaking 10,621
Embroidery 11,148
Knitting 6,656
Weaving 6,166
Crocheting 6,161
Shoework/Repairs 16,257
Leatherwork™ 44,802 2,212 127
Other Textile Work 2,007 386
Textiles 8,701 1,373 75
Grass/Cane/Bamboo Work 2,395 43 00
Wood Carving 14,178 276 *
Carpentry 13,642 3339 104
Furniture Making 23,974 14,577 704
Other Wood Working® 63,727 88 556 155
Wood and Wood Products 7,379 1,378 35
Plastic Work™ 5,420 549 13
Soap Making® 14,147 4,359 *
Chemicals and Plastics 12,420 3,668 18
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B B P
sesor 5 | Aot | Stafkup | Angal MSE
TR et el *: S profits |7 c?si : ployment
R A R R e Growth Rate
Brick Making® 38,505 933 31
Block Making® 8900 390
Pottery Work™ 3,717 52 15
Other Masonry® 73,556 * 24
Glass Work™ 3,733 03
Non-Metallic Mineral Processing | 33,005 1,029 486
Fence Making™ 73,432 3,222 -80
Tinsmithing” 5,998 248 23
Other Metal Works® 7,724 300
Welding 64,258 8,134 142
Metal Fabrication 41,124 5,269 65
Art/Artifact Production 27,221 224 31
All Other Manufacturing 11,721 1,748 17
Auto Work 501,200 12,066 357
Bike Repair 12,356 1,073 1256
Electrical Repair 36,960 4,326 336
Radio/TV Repatir - . 21,496 571 144
Other Repair Work™ 13,564 8,898 100
Other Manufacturing 75,617 2,212 115
TOTAL, MAﬁQF&C‘YUﬁ!NG 20,202 3771 ¢ 64
STRUCTION - 144403 856 62
Hawking 15,534 712 120
Vending Foods/Sweets 6,703 635 107
Vending Drinks 2,747 1,419 266
Vending Farm Products 7,088 157 80
Vending Forest-Based Products 7.859 1,149 64
Vending Hardware 165,586 | 5,524 109
Vending Garments 12,493 1,459 262
Vending Art/Artifacts™ 1,249 25
Vending Jewelry® 9,147 1,293 86
Vending Cosmetics® 36,264 814 28
Vending Fish 6,473 197 1398
Vending Books/Magazines® 14,374 * 58
Vending Cigarettes™ 6,338 74 00
Vending Electronics® * 1,061 30
Vending Plastics/Rubbers/Bags * 82 00
Other Vending 7,474 1,282 250
Grocery 113009 | 34,768 103
Retail Food® 38,872 12,274 1167
Retail Farm Products® 53,446 | 17,807 214
Retail Hardware® 403,742 | 95,430 1186
Retail Garments 237,527 | 24,906 613
General Trader/Dealer 126,562 | 20,184 53
Pharmacy® * 100,419 803
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| Startip” | Averaige? ]
al |~ cost. | Annual MSE
its || %, ., | Employment]

=l %ue ¢ pGrowth Rate

o
P A 5 o
S
P - Al AV

Tuck Shop/Kiosk 6,734 255
Bottlestore 48,130 90
Other Retall 74,228 89
retall trade 5,950 1856
Restaurant® 17,947 55
Bar/Pub/Shebeen® 18,076 1936 2708
hotels, restaurants, bars” 18,076 8,621 ‘2404
[TOTALIRADE = © « . .. , | 34,680 | 5862 .. 204
Bus/Taxi Service™ 458,056 | 196,940 61
Goods Transport 20,707 1,304 39
TOTAL TRANSPORT- -~ . [T85004F T1.853."| .. 44,
" [RENTING FLATS OR ROOMS'. s . 12 ewW 4. 09,
Hair Salon/Barber 30,374 2,565 111
Professionals® 46,012 | 16,833 06
Photo Studio® 9,161 604 09
Other Services 49,785 3,737 168
Traditional Healer” 27,983 1,475 01

TOTAL SERVICES® - 332787 3,066 -
T &; oK Ton :“5,-: T

Notes Sectors with fewer than 3 sample observations are excluded
® Sectors with fewer than 10 sample observations
* Not available



Table F 5
Change In Average Annual Real Profits
By Sector, 1993-1998

Secior - 1993 profits| 1998 [ real change

o o e e TR {in 1998 Z$)| profits.c| v profits (%)
Butchery/Abattoir 58,795 60,568 30
Other Food Processing 3,090 9,133 1955
Beer Brewing 1,649 836 493
Food and Beverage Processing 6,693 - 54,965 721.2
Talloring/Dressmaking 8,563 10,621 240
Knitting 5,078 6,656 311
Weaving 12,080 6,166 490
Crocheting 2,847 6,161 116 4
Shoework/Repairs 8,010 16,257 102 9
Texties, _ . _ i 4,824 |B01 | .. 16,7
Grass/Cane/Bamboo Work 4296 2,395 443
Wood Carving 1,275 14,178 10118
Carpentry 11,680 13,642 168
Furniture Making 6,977 23,974 243 6
Wood and Wood Products . - 4,525 73719 tv 631 -
Plastic Work 13,082 5,420 -58 6
Chemicals and Plastics . T 13,082 | 42,429 50
Brick Making 37,184 38,505 36
Pottery Work 899 3,717 3134
Non-Metallic Mineral Processing 16,569 | 33,005 9927
Tinsmithing 12,281 5,998 -512
Welding 18,107 64,258 254 9
Metal Fabrication , T 15,350 - 41,124 167 8.
Art/Artifact Production 3,817 27,221 6131
All Other Manufacturing 1,876 11,721 524 8
Auto Work 149,972 | 501,200 2342
Bike Repair 17,785 12,356 =305
Electrical Repair 11,580 36,960 2192
Radio/TV Repair 8,271 21,496 1599
Other Repair Work 76,862 13,564 -824
Other Manufactuning | - 82,951 - | 75617
T4 - a W s fei Sl 2

P S g PR A 5,
Vending Foods/Sweets 5,618 6 703 193
Vending Drinks 968 2,747 183 6
Vending Farm Products 2 399 7 088 195 4
Vending Forest-Based Products 14,512 7,859 -45 8
Vending Garments 12,662 12,493 -13
Other Vending 4,683 7,474 596
Grocery 29,027 113,099 2896
Retall Food 43,781 38,872 -112
Retaill Hardware 639,626 |403,742 -369
F-13



2

Séctor %~ Lt ¥ L Y 114903 profits].; 1998 | .redfchange
L R L, «(mié“sgéi’zﬁ% profits~ [l pfofﬁél(%/g
Retall Garments 205,101 | 237,627 158
General Trader/Dealer 60,860 126,562 108 0
Tuck Shop/Kiosk 27,661 48,090 739
Bottlestore 260,560 | 86,118 66 9
Other Retail 40,600 62,528 540
Retail-Trade - -, <1 . 57,381 -| 34,934 || =361
Bar/Pub/Shebeen 58,121 18,076 -68 9
Hotels/Restagrants/Bars 58,121 .. |-18,076 |,. .68.9-

Goods Transport
Hair Salon/Barber 14869 | 30,374 | 1043
Other Services 54,009 49,785 78

Traditional Healer

1998 are included
Zimbabwe’s consumer price index (published by the Reserve
Bank of ZImbabwe) are used to calculate 1993 profits in 1998
Zimbabwe dollars

F-14

Notes Only sectors for which profit data are available in both 1993 and




Table F 6
Birth Rates By Sector

1994-1997
Sector 7 -.° ¢ _ .. |BwthRate[BiihRate[Birth Rate[Birth Rate| Birth Rate
¥ - -1997 1006 |7 1905 7] ,1984> |1994-1997
Maize Growing 37 12 63 49 40
Cotton Growing 115 122 75 46 90
Vegetable Growing 81 37 213 119 113
Multiple Crop Growing 57 01 61 21 35
Crop Agricuiture 64 45 75 47 58
Cattle 145 00 169 177 123
Poultry 401 323 176 170 268
Rabbits 00 4216 00 2472 167 2
Lwestock 319 397 147 42 | 251
ALLAGRICUETURE ., .. | 136 a4, [ 81 _[-68 [, 96
Chrome Mining 194 1 407 00 676 756
MINING T e e 809 | 60 169~ |. BB 281
Nursery 280 42 3 11 555 317
FORESTRY = - .. ~ 7 .| 408 a3 | 26,..208 | 286
A9 ; i v 02
R : g s o Ty L M e
Maize and Flour Milling 379 22 07 348 189
Butchery/Abattoir 891 0 0 34 231
Bread/Biscuits/Cakes 113 66 6 47 1 84 567
Other Food Processing 84 23 0 753 215
Beer Brewing 13 121 122 409 16 6
Food and Beverage Processing 215 119 57 39 195
Tailoring/Dressmaking 285 108 133 149 675
Embroidery 351 223 121 317 253
Knitting 175 115 147 132 14 2
Weaving 98 92 113 11 103
Crocheting 37 36 108 154 84
Shoework/Repairs 68 2 228 19 68 249
Other Textile Work 128 253 79 4 117 323
Textiles 177 9 127 143 134
Grass/Cane/Bamboo Work 104 147 284 76 153
Wood Carving 18 4 203 227 802 354
Carpentry 269 288 97 345 250
Furniture Making 295 851 221 0 342
Wood and Wood Products 139 183 24 4 174 185
Soap Making 74 115 164 2 0 458
Chemicals and Plastics 127 55 987 3531 117 5
Brick Making 269 18 18 1018 331
Pottery Work 0 0 67 0 17
Non-Metallic Mineral Processing 206 58 53 448 191
Fencemaking 475 205 401 66 8 437
Tinsmithing 22 0 0 0 06
Welding 625 225 452 333 409
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Sector” .7 77 7 ;77| BirthRafe| Buth Rate{Birth Rate[Birth Rafe| Birth Rate_
L Ly 9y R R 1997 [ 1996%°1 1005 . |° 1994 [994-1997
Metal Fabnication 201 172 123 72 14.2
Art/Artifact Production 08 123 17 09 39
All Other Manufacturing 303 47 2 0 187 922
Auto Work 166 127 268 238 200
Bike Repair 55 0 0 511 265
Electrical Repair 285 31 12 274 178
Radio/TV Repair 251 131 265 94 185
Other Repair Work 325 217 2 102 218 704
Other Manufacturing 226 173 67 87 138
TOTAL MANUFACTURING - .| 128 _| - -127.-] 144% |- 178 | ..164
mm;p;zﬂywwigﬁm %6\, vaé i ;'2@,3 2l Gw?r ¥ 663%
Hawking 287 209 295 295 272
Vending Foods/Sweets 57 4 20 52 84 345
Vending Drinks 1111 40 53 814 235
Vending Farm Products 398 204 209 13 2356
Vending Forest-Based Products 266 197 642 0 276
Vending Hardware 50 64 169 232 241
Vending Garments 46 372 43 8 858 532
Vending Art/Artifacts 25 0 68 4 65 194
Vending Jewelry 197 245 324 58 2 337
Vending Cosmetics 245 48 2 56 6 193 1 1357
Vending Fish 858 456 26 151 4 714
Vending Books/Magazines 555 345 0 0 225
Vending Electronics 57 0 41 41 356
Other Vending 846 1156 824 594 595
Grocery 17 4 319 07 255 189
Retail Food 214 1 1749 0 58 2 1118
Retail Hardware 64 0 28 0 230
Retall Garments 296 143 0 883 331
Stationers/Bookstore 0 56 1 779 0 335
General Trader/Dealer 195 8 04 82 90
Tuck Shop/Kiosk 448 49 1 47 1 234 411
Retail Vehicle Spares 2755 0 127 4 0 1007
Bottlestore 216 127 146 04 123
Other Retall 46 9 647 139 126 8 63 1
retail trade 427 227 252 225 283
Restaurant 0 0 0 0 00
Bar/Pub/Shebeen 156 8 0 286 351 551
hotels, restaurants, bars 967 5 162 236 354
TOTAL TRADE - .-~ - 43 226 251 225 28 3-
Bus/Taxi Service 279 116 126 27 198
Goods Transport 406 0 239 6356 320
TOTAL TRANSPORT - 343 64 | 1484 | 439 [ 255
RENTING FLATS OR ROOWMS 133 107 | 108 | 167 -| 128
Hair Salon/Barber 872 16 196 668 479
F-16
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[SBERETP Iy 77,77 T " Bith Rate] Bifh Réte {Brth Rate Bifth Rate| BrffeRate
A R R Folo1e97 96 ° |, " 1995 | . 1994 - [1994-1097
Professmnals 33 33 13 13 52
Photo Studio 797 26 246 9 226 880
Other Services 187 18 198 583 287
Traditional Healer 39 0 171 82 458
4686

Notes Sectors with fewer than 10 sample observations are excluded

Birth rates are defined as the number of births during a year divided by the total number of firms in
existence at the beginning of the year
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Table F 7
Death Rates By Sector

1994-1997

Sector . -~ «  Tewg wa - ~ 1 Death-{ Death -{" Death™ |- Death < |Death Rate

. M - “{Rate 1997 Rate 1996|Rate 1995|Rate 1994| 1994-1997
Maize Growing 18 18 37 00 18
Cotton Growing 56 60 00 00 29
Vegetable Growing 114 55 02 00 43
Multiple Crop Growing 00 14 16 00 07
Crop Agriculture 29 33 24 00 22
Cattle 00 00 eo 130 33
Poultry 183 50 56 22 78
Rabbits 00 00 00 00 00
Livestock Agriculture 147 39 44 31 65
ALL AGRICULTURE. - -~ - 68 , 34 28 F OF 34
Chrome Mining 157 00 00 0o 39
MINING - 5S¢ === s ¢ o @ 2889 Q0 | 2878} OO F- 79
Nursery 00 00 00 00 00
FORESTRY NS e Q0 ] 00 1. 007 Q0 00 7
¢ 3 3 * 5.8 A P 2 ot
FORI oo 5 g VR, S B ST PP e e ﬁxwfﬁ;;g% o
Maize and Flour Milling 106 0 0 0 27
Butchery/Abattorr 0 0 0 0
Bread/Biscuits/Cakes 2066 135 318 0 63
Other Food Processing 44 0 0 11
Beer Brewing 318 84 84 0 122
Food and Beverage Processing 184 37 37 0 65
Tailoring/Dressmaking 132 29 48 05 54
Embroidery 0 39 42 0 2
Knitting 81 47 8 05 53
Weaving 119 65 0 06 48
Crocheting 105 34 31 58 57
Shoework/Repairs 0 26 26 0 13
Other Textile Work 102 212 118 118 138
Textles 107 4 45 22 54
Grass/Cane/Bamboo Work 149 0 0 29 45
Wood Carving 125 05 15 0 7
Carpentry 14 112 118 0 61
Furniture Making 68 118 129 0 79
‘Wood and Wood Products 1256 17 4 22 51
Soap Making 0 0 0 0] 0
Chemicals and Plastics 18 0 27 0 11
Brick Making 12 0 0 0 03
Pottery Work 579 0 0 0 145
Non-Metallic Mineral Processing 196 11 0 0 52
Fencemaking 0 0 197 0 49
Tinsmithing 0 0 0 0 0
Welding 33 2 28 18 25
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[Sectdr .7 ‘- » e TN JF % A .0 | Déath |- Death. | Death | Death. [Death'Ratel
L T CRE S L Rate-1997|Rate 1996[Rate T995|Rate 1994] 1994-1997

Metal Fabrication 09 08 1 03 08
Art/Artifact Production 0 0 0 0
All Other Manufacturing 0 0 0 0 0
Auto Work 0 0 24 21 11
Bike Repair 0 0 0 0 0
Electrical Repair 31 31 34 0 24
Radio/TV Reparr 0 0 0 0 0
Other Repair Work 0 0 0 152 38
Other Manufacturing 03 04 07 06 05
TOTAL MANUFACTURING 108 29 37 -~ X7, .|, 48
CONSTRUCTION . . - 103 0. | -0- 0 -.| 26 -
Hawking 182 279 14 4 126 183
Vending Foods/Sweets 171 149 133 18 118
Vending Drinks 1956 26 13 0 59
Vending Farm Products 165 39 39 24 67
Vending Forest-Based Products 358 07 0 0 91
Vending Hardware 281 533 0 0 204
Vending Garments 365 82 117 149 178
Vending Art/Artifacts 359 0 0 0 9
Vending Jewelry 137 0 0 291 107
Vending Cosmetics 1934 158 112 0 551
Vending Fish 22 0 54 499 14 4
Vending Electronics 4 38 0 0 2
Other Vending 529 34 6 297 23
Grocery 06 02 0 0 02
Retail Food 186 0 0 0 47
Retaill Hardware 0 102 0 0 26
Retaill Garments 0 138 122 0 65
Stationers/Bookstore 282 0 0 0 71
General Trader/Dealer 04 02 46 1] 13
Tuck Shop/Kiosk 28 1 22 18 2

~|Retail Vehicle Spares 0 0 0 0 0
Bottlestore 0 03 0 0 01
Other Retail 125 0 0 0 31
retall trade 169 58 49 41 79
Restaurant 0 119 0 0 3
Bar/Pub/Shebeen 77 0 0 122 5
hotels, restaurants, bars 48 34 o 66 37
TOTAL TRADE i 169 58 49 41 79
Bus/Taxi Service 487 0 0 0 122
Goods Transport 0 0 0 91 23
TOTAL TRANSPORT ; 23¢9 0 4] 42 7
RENTING FLATS OR ROOMS 06 0 ¢ 0 02
Hair Salon/Barber 109 0 26 43 45
Professionals 0 13 0 0 03
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Notes Sectors with fewer than 10 sample observations are excluded
Death rates are defined as the number of deaths during a year divided by the total number of firms in

existence at the beginning of the year

F-20

Sector”.” TUULST TS0 T 27T 7| Déath | Death | Death <] Dédth  [Death Rate

2 e e e Rafe’1997|Rate 1996|Rate 1995|Rate 1994 19941997
Photo Studio 0 0 0 0 0
Other Services 17 0 186 0 51
Traditional Healer 0 0 0 0 0
TOTAL SERVICES 0.2 77




Table F 8
Closure Reason by Sector,

1994-1997

. ooz, .f“,;‘;: é§%1 ki ;.f» MEE Sector . - - L o -

Closure Reason - « riculture Yoo s ) . Rentin y .
ANRASSTIE 2:?& Minmg- fiﬁ?\ﬂf& .| Const | Trade |-Transport.| o, omsiF?;ts Services.

Finance 174 120 00 234 00 00 00
Tools/Machinery 20 43 1000 11 218 00 00
Market Problems 99 145 00 218 00 00 129
Gov't/Regulatory 21 21 00 33 78 2 00 68
Shop/Rental Space 59 01 00 05 00 333 68
Input Problems 171 318 00 16 2 00 00 102
Transport 00 * 00 20 00 00 00
Labor 02 01 00 07 00 00 00
Utilities 57 * 00 25 00 333 34
Technical 04 16 00 03 00 00 00
Personal 117 299 00 191 00 333 530
Miscellaneous 257 27 00 37 00 00 13
Got a Job 01 04 00 11 00 00 34
Positive Reason 21 03 00 43 00 00 23
No Reason Given 00 00 00 * 00 00 00
Toral T o | 500.8 170400 0,1 4000 | -, 1004, b1 A000] v 71 990841 L[ 400+

Note columns may not add to 100% due to rounding
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Table F 9

Reason for MSE Closure, 1994-1997

N N

R ks o Y - :
Lack of Investment Funds 16
Lack of Operating Funds 135
Unavailable Credit 01
Customers Not Able to Repay Credit 06
Customers Not Willing to Repay Credit 16
Other Finance Problems 03
Finance Problems © =~ s 17.8 .
Tools Machinery Unavailable 12
Tools/Mach Expensive 06
Reparr Service Expensive 08
Spare Parts Expensive 01
Other Tools/Machinery Problems 01
Tools/Machinery - - - v T 28,
Not Enough Customers 68
Too many competitors 46
Market too far 10
Being under-priced 03
Suppliers cheat us 06
Low Prices Recelved 03
Lack of demand or demand decreasing 19
for certain goods
Prices fluctuating 01
Other market problems 05
Market Problems v 161 -
Business Taxes 01
Business Licenses 07
Govt involvement /harassment 11
Council fees too high *
Other Gov't Problems 08
Govt/Regulatory ~ . 4 1
Shop Space Unavailable 01
Rent Expensive 01
Shop Space Inadequate *
Zoning Problems 05
Lack of Shelter 10
Lack of storage 01
Other Shop/Space Problems 01
Shop/Rental Space-. = - 19T
Raw Matenals/ Stock Unavailable 81
Raw Matenals/ Stock Expensive 128
Raw Matenials/ Stock of Poor Quality *
Stock goes bad 01
Other Input Problems *
Input Problems -~ “ - 21
Public Transport Unavailable *
Public Transport Expensive 08
TFransport Probleins - T F T . OF ”
Unskilled Labor Unavailable *
Unskilled Labor Expensive 01

F-22
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Lack of Loyalty 01
Other Labor Problems 01
Labor Problems-z. - <. - 0.4 .
Water/ Electricity Unavailable 25
Water/Elec Expensive *
Other Utilities Problems *
Utilities Problems __ -~~~ . i
Access to Training Skills 05
Management Problems 02
Other Technical Problems *
" Technical,Problems’ - o7 -
Personal Health 131
Old Age 10
Child Care 34
Household Responsibilities 34
“Personal Problems 208 & -~
Devaluation/inflation 04
Bad weather 31
Theft/Vandalsm 06
Animals getting sick 20
Accidents 06
Other problems 22
| Miscellaneous Problems 941
Gotajob . - Lo T 0.7
Started another business 21
Other positive reason for closing 04
husiness
Other Positive Reasons - 24,

F-23
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APPENDIX G

SURVEY DEFINITIONS
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SURVEY DEFINITIONS

AGRICULTURE
Activities involving the growing or harvesting of products that are sold as 1s
APPRENTICE

An individual working at the business for purposes of recerving training and experience This
person 1s not fully compensated for his or her work, and 1n some cases may even pay for the
opportunity

CHILD

A person under the age of 15 years

CLOSED SITE

A site 1s considered closed 1f no one was home to respond to the questionnaire when the site was
visited

COMMERCE

Activities mvolving the purchase of finished products for re-sale The smallest commercial
MSE:s are hawkers or venders Next 1n size are retailers, and the largest category 1s the
wholesaler Hotels, restaurants, and bars are included as commercial enterprises, although some
mught consider them services

FORESTRY
Activities involving the cutting down or harvesting of timber that 1s sold mn 1ts raw form
HAWKING

A type of vending enterprise which sells a wide variety of products, and which tends to be
mobile

HOUSEHOLD
A group of people who live together and eat from the same pot
INITIAL START-UP COSTS

The amount of money (in Z.mbabwe dollars) spent on equ.pment, buldings; and imventory when
the business began



MANUFACTURING

Activities whereby raw material or input 1s transformed into something else Repair work 1s
classified as manufacturing, although some might consider 1t a service

MICRO AND SMALL ENTERPRISES (MSES)

Business activities that employ 50 or fewer employees, inclusive of the proprietor(s) In
addition, for crop-agricultural enterprises, our defimition includes only those businesses that have
sales of at least Z$2,000 per year For all other businesses we include only businesses that
market at least 50 percent of their product

MINING

Activities whereby minerals are extracted, but not otherwise transformed

PART-TIME WORKER

An employee of the businesses who works fewer than 30 hours per week

PROFITS

Profits are the difference between gross sales and expenses Expenses can include stationery,
fuel, inventory, purchased mputs, hired labor, and other 1tems

RETAIL

Businesses with enough stock to both display and replenish the display as customers buy
TRAINEE

See apprentice

UNPAID WORKER

A person employed by the business who 1s not fully compensated for his or her labor
Frequently, these workers are members of the proprietor’s family

VENDING
Businesses with only limited displayed goods for sale (without stock to replenish the display)

WHOLESALE

Businesses with sufficient goods to supply other businesses engaged 1n retailing those goods

O



WORKER

A person working at the businesses The survey divides workers into four categories working
proprietors, paid workers, unpaid workers and apprentices/traimees

WORKING PROPRIETOR

An owner of a business who works at the business
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USAID/RESEARCH INTERNATIONAL SURVEY — STRICTLY CONFIDENTIAL"
EXISTING BUSINESS QUESTIONNAIRE, ZIMBABWE, JANUARY 1998

SECTION A To be completed directly AFTER conducting mterview

NO QUESTIONS ANSWER CATEGORIES AND CODES CODE
A 01 Enumerator name and code
A 02 Supervisor name and code
A03 Stratum code 1[ ] Urban HD 2[ ] UrbanLD
3[ 1 Smalltown 4[ ] Growth pomt
5[ 1 Ruralarea 6[ ] Urban “Hot Spot”
7{ ] Urban Com 8[ ] UrbanInd
A 04 Enumeration area name and code
A0S Date of interview [ M 171998
A 06 1998 busmess unique ID #

SECTION B Begn nterview with mtroduction of YOURSELF and the SURVEY (See Introduction Card )

B0l Do you have any mcome-earning 1f 1 Yes
activities at this location? 2[ X ] (IF NO, TALLY AS “NO ACTIVITY”,
ASK IF HAD BUSINESS IN PAST, AND
THANK RESPONDENT FOR TIME )
B 02 (SKIP QUESTION IF NOT FIRST [ ] FILL FOR FIRST INTERVIEW ONLY

INTERVIEW)

How many income-earning activities are
bemg undertaken from this location?

If more than one activity, instruct the respondent that you will first be discussing only the first activity i this

mterview and will discuss the second activity thereafter

Ask to speak with the OWNER of the business

conduct the mterview with informed worker or family member 1f possible

If not present, try to locate him/her If unable to locate the owner,

B 03 (FILL BY INSPECTION IF 1] ] Inthe home/on the homestead (include farm)
POSSIBLE) 2[ ] Traditional marketplace
{13 ] Alongroadside, track, or path
Location of Business 4[ ] Commercial district
51 ] Industrial site
6[ 1 Mobile
71 ] Other
B 04 (FILL BY INSPECTION IF 1] ] Black Zimbabwean
POSSIBLE) 2[ ] White Zimbabwean
3 1 Indian/Pakistani/Bangladesh1
Race of Proprietor 4[ ] Chimnese/Korean
5[ ] Other African
6[ ] Other
H-2
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B 05 Who are the owners of the busmess? 1[ ] Female, one proprietor
2[ ] Male, one proprietor
3[ ] More than one female
4[ ] More than one male
5[ ] Husband and Wife
6[ ] Multiple proprietors - mixed gender
B 06 What type of mcome-earning activity 1s
taking place m this location?
B 07 To confirm, you are engaged m 1] ] Agriculture
2[ ] Forestry/Mming
3[ ] “Makmg” or “Fixing” - Mfg /Production/Repair
41 1 “Selling”- Trade/Commerce
5[ ] “Helpmg” — Service
B 08 What date did you start this mcome- Month a)
generating activity
Year b)
(IF AGRICULTURE,GOTOB 10
OTHERWISE GO TO B 09)
B 09 Workmg patterns [ ] number of months that busmess was m operation | a)
(FOR NON-AGRICULTURAL over last 12 months
ACTIVITIES ONLY)
[ ] # of days busmess was 1 operation last month b)
(ASK FIRST QUESTION ONLY IF (Use 30 1f “every day™)
BUSINESS HAS BEEN IN (Use 25 1f “every day but Sunday™)
OPERATION FOR 12 MONTHS OR (Use 20 1f “Monday through Friday”)
MORE)
[ 1 number of hours per day busmess was m c)
operation last week
B 10  Tally of Total Workforce
Working Owners | Paid Workers | Unpaid Workers | Apprentices/ GRAND
Tramees TOTAL
Present total (a) b (c) (d (e)
Of total, # female ® e (h) ® ()
Of total, # part-time k) @ (m) (n) {0)
Of total, # 7-15 yrs old ® ()] () (s) ®
Total workers when busmess | (1) \2) (w) x) y)
first started
added subtracted
B 11 How many paid workers did you add or subtract in 19977
B 12 How many unpaid workers did you add or subtract in 19977
B13 How many paid workers did you add or subtract m 19967
B 14 How many unpaid workers did you add or subtract m 1996?
B15 How many paid workers did you add or subtract in 19957




B16 How many unpaid workers did you add or subtract m 19957
B17 How many paid workers did you add or subtract in 1994?
B18 How many unpaid workers did you add or subtract n 19947
B19 (IF HAS PAID WORKERS NOW)
Wage paid to highest-paid worker § o a)
1[ ] per day
2[ ] per week b)
31 ] per month
41 ] per year
5[ ] other
B 20 What was your primary occupation before | 1 [ ]Unemployed (GO TO B 22)
you started this business? 2 [ 1Housewife
3 [ ]Inschool
4 [ ]Civil servant
5[ ]Worked for someone else-n this same line
6 [  ]Ran another busmess mn this same hine
7 [ ]Worked for another busmess i another line
8 [ ]Ran another business m another line
9 [ ]Other (EXPLAIN
B2l Do you still work m that capacity? 1[ ]1Yes
2] 1No
B22 Were you retrenched from a job m the last | 1| ]1Yes
three years? 2[  ]No
B23 What level of education did you 1[ ] None
complete? 2[ 1 Some primary
3[ ] Prmmary
4[ ] Some secondary
S[ ] Secondary
6[ ] A-levels
7[ ] College
8[ 1 University
B 24 How many businesses are you operating
right now? [ 1
B25 Including this busiess and others, for
how many years have you been m this [ ]
type of busmess, either employed or as
the owner?
B 26 Why did you choose this type of 1[ ] Parents/relatives in busimess
business? 2[ 1 Too few wage opportunities
3[ ] Saw profitable opportunity
4[ ] Had no better options
5[ ] Other (EXPLAIN
B27 Did you start the business from scratch, 1[ ] Started from scratch
2{
3[
4]

purchase 1t or did you mherit 1t?

] Purchased
1 Inherited
1 Other (EXPLAIN
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B 2§ What was the principal source of your 1[  ]Loan from family/friends
money to start the business? 2[ ] Guven free from family/friends
3[ ]Moneylender (chimbadzo)
4[  ]Own savings from agriculture
S[ ]Own savings from non-agriculture
6[ ]Savings clubs
7[ ] Inherited busmess
8[ ] Formal credit mstitution
9[  ]Microloan program such as Zambuko or SEDCO
10[ ] None- didn’t need any
11[ ] Other (EXPLAIN
B29 How much money did you spend on
equipment and/or buildings to start this $
busmess?
B30 After your mnitial purchases, how much
have you spent on equipment and/or $
buildings for purposes of this busmess?
B 31 How much did you spend on your mitial
mventory of raw materials and other
production mputs when you started this b
business?
B32 What types of credit have youreceived for | 1[ ] Loan (not free) from family/friends
this busmess? Consider all types of credit | 2[ ] Moneylender
— family, moneylenders, rotating credit 3[ ]Formal credit mstifution
societies, banks, etc 4[ ] Microloan program such as Zambuko or SEDCO
5[ 1 Suppler credit
6[ ]Savmgs clubs
7[ ] None
8[  ]Other (EXPLAIN
B33 Thinkmg about all the sources of cash 1{ ] All or almost all of ncome
mcome for your household (including 2[ ] More than half of mcome
farming, employment, and any other 3[ ] Less than half of income
mcome), how much of your household’s 4[ ] About half of ncome
mcome comes from this particular 5T ] Don’tknow
busmess? 6[ 1 Notapplicable (EXPLAIN )
B34 Are you currently married? I[  ]Yes
21 ] No
B35 How many dependents are you responsible
for under the age of 15? [ ]
B 36 What are your two most important business a)
problems now, 1n order of importance?
b)
B 37 What were your two most important a)
business problems when you started the
business, 1n order of importance?
b)
H-5
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B 38

Over the past four years (or since your
business started), how has the volume of
your busmess changed?

1[ ] Large mcrease
2[ ] Small mcrease
3[ ] Nochange

4[ ] Small decrease
5[ ] Large decrease
6{ ] Don’tknow

B 39 Over the past four years (or since your 1[ ] Yes
busimess started), has competition foryour | 2] ] No
business mcreased due to an mcrease mthe | 3[ ] Don’t know
number of similar businesses?

B 40 Over the past four years (or sice your 1] ] Yes
business started), has competition foryour [2[] ] No
business increased due to an mcrease m 3] ] Don’tknow
mmports (such as imported mputs or
finished products)?

B 41 Overall, are equipment, buildings, raw 1[ ] More difficult to obtamn
materials and other production mputs (not [ 2[ ] Less difficult to obtam
labor) more or less difficultto obtamthan |3[ ] About the same
they were four years ago (or since your
busmess started) (do not consider price,
only availability)

B 42 Do you use more mported mputs thanyou | 1[ ] Yes
did four year ago (or smce your busmess 2[ ]DNo
started)? 3[ ] Don’tknow

4[ ] Never used imported mputs

B 43 To whom do you sell your products or 1] ] Fmnal Consumer

provide services? (TICK THE TWO
MOST IMPORTANT)

2[ ] Traders

3[ ] Other Businesses

4[ 1 Export

5[ ] Manufacturer

6[ ] Marketing Board

70 ] Other (EXPLAIN

IF BUSINESS IS NON-AGRICULTURAL,
OR NON-CROP AGRICULTURAL, GO TO B 49,
OTHERWISE GO TO B 44

a)

b)




FOR CROP AGRICULTURAL ENTERPRISES ONLY

B 44 What crops do you sell, and how much of | [ ] Maize (bags) a)
each did you sell last year?
[ ] Cotton (bales) b)
[ ] White Sorghum (bags) c)
[ ] Red Sorghum (bags) d)
[ ] Round Nuts (bags) e)
[ ] Ground Nuts (bags) )
[ ] Sunflower (bags) g)
[ ] Paprika (kgs) h)
[ ] Tobacco (bales) 1)
[ ] Other »
B 45 When did you start selling crops as an
mcome-generating activity [19_ 1
B 46 Over the past year, how much money did
you spend on business expenses, including | Seeds $ a)
these categories and any other?
Fertilizer $ b)
Hand tools $ c)
Fuel $ d)
Equipment $ €)
Mamtenance/Repans $ f)
Transport $ g)
Hired Labor § h)
Other $ 1)
B 47 Considering all possible costs, how much | $
profit did you earn last year?
(Consider goods received 1n barter or purchased
from proceeds as part of profits
B 48 How does the profit you made last year

compare with previous years'?

11 ] Higher than previous years
2[ ] Lower than previous years

31 ] About the same as previous years

41 ] Don t know

GO TO B 57
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FOR NON-AGRICULTURAL, AND NON-CROP AGRICULTURAL ENTERPRISES

B 49

‘Which months during the year do you have sales that you would consider “high”, “average” or “low”?

'OR EACH ROW, check if appropriate, leave blank otherwise, and code “don’t know” as Average)
PP g

Jan | Feb | Mar | Apr | May | June July Aug Sept Oct Nov Dec Total
High a)
Average b)
Low c)
B 50 For “high” months, how much do you $
expect to see 1n average sales?
B 51 For “average” months, how much do you $
expect to see In average sales?
B 52 For “low” months, how much do you 3
expect to see In average sales?
B53 During the past week, what was the value | $ last week
of your total sales?
(If answer given in months, divide by 4
If answer given m days, multiply by #
work days per week Reconfirm that
“sounds right” )
B 54 Was last month a high, average, or low 1{ ] High sales month
month for sales? 2[ ] Average sales month
3[ ] Low sales month
B 55 Durmg the past week, how much money
did you spend on business expenses, Stationery  $ a)
mcluding these categories and any other?
Fuel $ b)
Inventory $ )
Purchased Inputs $ d)
Hired Labor § e)
Transport  § 1]
Rental $ [3)
Mantenance/Repairs $ h)
Other $ 1)
B 356 After all costs are considered, how much
profit did you earn m the business last $

week?

(Consider goods received n barter or
purchased from proceeds as part of profits




FOR ALL ENTERPRISES

B 57 (READ AS WRITTEN) 1[ ] use for household needs
2[ ] Re-mvest mn this busimness
‘What 1s the most important thimg thatyou }3[ ] Re-mvest in another busmess
do with profits from this busmness? 4[ ] Giveto family m rural area
S[ ] Put mto savings
6[ ] Use for entertainment
71 1 School fees
8[ ] Other (EXPLAIN
B 58 Are there any other ncome-earning I[ 1 Yes(IF YES, START NEW INTERVIEW)
activities at this location? 2[ ]No
B 59 Have you owned any other businessesthat [ 1{ ] Yes (GO DIRECTLY TO DBQ)
are no longer m operation, having closedmm [ 2[ ] No

the last four years?

That 1s the last of my questions Could you remmd me of your name?

RESPONDENT NAME

RESPONDENT ADDRESS (with LANDMARKS)

THANK YOU FOR YOUR TIME!




USAID/RESEARCH INTERNATIONAL SURVEY - STRICTLY CONFIDENTIAL"

DEAD BUSINESS QUESTIONNAIRE, ZIMBABWE, JANUARY 1998

SECTION A To be completed directly AFTER conducting interview

NO QUESTIONS ANSWER CATEGORIES AND CODES CODE
A 01 Enumerator code and name
AQ2 Supervisor code and name
A03 Stratum code and name 1[ ]Urban HD 2[f ]Urban LD
3] ]Smalltown 4[  1Growth
5[ ] Rural Areas 6[  1Urban “Hot Spot”
7[ ] Urban Com 8[ ]Urban Ind
A04 EA code and name of location | ]
A 05 Date of mterview [ VI 171998 -
A06 DEAD business umque ID # [ ]

SECTIONB  IF YOU HAVE NOT DONE SO, INTRODUCE YOURSELF AND THE PURPOSE OF
YOUR VISIT THEN ASK Have you done any businesses 1 the past that are no longer m
operation?

IF YES Proceed with this questionnaire If NO Thank respondent and move on to
next person
B 01 Year Busmess Closed 19
IF BUSINESS CLOSED BEFORE 1994, GO TO B 15
B 02 Month Business Closed
B 03 What type of busmess were you
operating?
(see Busimess Code List for codes)
B 04 Year Busimess Opened 19
B 05 Month Busmess Opened
Where was your business located? 1[ ] Inthe home/on the homestead (nclude farm)
B 06
2] ] Traditional marketplace
3[ ] Along roadside, track or path
4[ ] Commercial district
5[ ] Industrial site
6[ 1 Mobile
71 ] Other
B 07 Ownership structure 1[ ] Female, one proprietor
2[ ] Male, one proprietor
3[ ] More than one female
4[ ] More than one male
5[ ] Husband and wife
6[ ] Muluple proprietors, mixed gender
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B 08 Race of proprietor (FILL IN BY
OBSERVATION)

] Black Zimbabwean

] White Zimbabwean

] Indian/Pakistani/Bangladeshi
] Chmese/Korean

] Other African

] Other

B 09 Reason that Business Closed
(see Problem Code List)

B 10 Total Workforce Working Paid Workers o Unpaid Workers | Apprentice/Tramee | Total
Owners Workers

# Workers at Start (a) ®) (©) (d (e)

# Workers when Closed | (f) (® (h) Q) ()]

Highest # Workers k) ()] (m) (n) (0)

B11 In what year did this business have the
highest number of workers?

19

5[ ] Same number throughout

B12 In what month did this busmess have the

highest number of workers?

B13 What do you do now for a living?

1{ ] Run another busmess
2[ ] Work for someone else
3[ ] Nothing, but not retired
4[ ] Nothmng, retired

5[ ] Housewife

6[ ] Other
B 14 What level of education do you have? I1[ ] None
2[ ] Some prumary school
3[ ] Primary school
41 ] Some secondary school
51 1 Secondary school
6[ 1 A-levels
71 ] College
8[ ] University
B 15 Do you or anyone else in this housechold haveany | 1[ ] Yes (IF YES, START ANOTHER DBQ)

other businesses that closed n the last 4 years?

2[ ]No

That 1s the last of my questions Could you remind me of your name?

RESPONDENT NAME

RESPONDENT ADDRESS (with landmarks)
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