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ACTION MEMORANDUM FOR THE ASSISTANT ADMINISTRATOR FOR AFRICA 

FROM : AAA/AFR/DR, John W. Koehring 

Problem: Your signature is requested on the attached 
Program Assistance Approval Document (PAAD) recommending 
authorization of the $20,000,000 Program Grant (cash) to the 
Government of Zimbabwe. 

Discussion: The approval of the Administrator or his designee 
is required for a PAAD authorizing non-project assistance in 
excess of $10,000,000. 

Recommendation: That you sign the PAAD face sheet to the 
Administrator recommending approval of the PAAD. 

Clearance: 

AFR/DR: NCohen 
AFR'SA: TMorse 
AFR/DP: RStacy 
GC/AFR: EDragon 
AFR/DR/SA: WWol 
AFR/DR/ARD : BWh 
AFR/DR/EHR: WWaffle 
AFR/SA: RWr in (draft) 

Date 
Date 
Date 
Date 
Date 
Date 
Date 
Date 
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ACTION MEMORANDUM FOR THE ADMINISTFATOR 

THRU : AA/PPC, Mr. Alexander P. Shakow 

THRU : ES 

FROM: AA/AFR, Goler T. Butcher 

SUBJECT : ZimbcSwe - FY 80 $20 Million Program Grant 

Problem: Your approval is required for a Program Grant 
of $20 million to the Government of Zimbabwe (GOZ) from the 
Economic Support Fund appropriation. 

Discussion: Beginning in 1976, the United States Govern- 
ment became actively involved in the search for a neqotiated 
settlement to the Rhodesian conf 1 ict. Successive atfempts 
at internationally sponsored negotiations were unsuccessful 
until the Lancaster House Conference of late 1979. A 
consistent element in each of the settlement efforts was a 
pledge by the United States Government to provide financial 
assistance to the new Government of Zimbabwe. 

A politically stable and economically dynamic Zimbabwe is 
key to the stability of the larger southern Africa region. 
Zimbabwe achieved independence on April 18, 1980 and inherited 
a host of social, economic, and political problems. Despite the 
major resettlement and reconstruction requirements, the 
exodus of many of the skilled and professional class, and 
serious foreign exchange and budgetary constraints, Zimbabwe, 
under the moderate leadership of its new Prime Minister, has 
done much to allay the fears which many observers expressed at 
independence. The U.S. supports GOZ initiatives to deal with 
its economic and social problems. The job that the GOZ has 
set for itself in the long-term future is to change fundamentally 
the existing social structure so that the economic benefits to 
be reaped are more equitably distributed among the entire 
population. 

Key constraints must be overcome if equitable growth is to be 
achieved. There are substantial shortages of trained manpower at 
many intermediate skill levels e.g., extension agents, artisans, 
health officers, etc. While the country possesses substantial 
infrastructure, marketing and extension networks, and agricultural 
lands, these are unevenly distributed. In the Tribal Trust Areas, 
where 70% of the African population live, lack of transport, 
marketing facilities, credit networks, extension workers, schools 
and health facilities seriously inhibit the improvement of living 
conditions. 



The five year war has brought into clear focus the severity 
of these constraints by introducing a major immediate problem 
of resettlement and reconstruction. It is estimated that 1.2 
million displaced persons will have to be resettled, fed, & 
and provided with a number of supporting services. In addition, 
over $300 million of damage was done to rural infrastructure, 
largely in the TTLs, and the GOZ estimates that the reconstruction 
task will take three years, assuming timely provia,ion of human, 
material and financial resources. 

The most critical constraint, certainly in the short run, is 
the limited financial resources of the central government. Given 
the multi-faceted tasks of reconstruction, resettlement, refugee 
feeding, demobilization, expansion of Government services, 2nd 
revitalizing the economy, the central government has stretched 
its resources to the limit, and perhaps beyond. 

The proposed $20 million cash grant will provide the Government 
of Zimbabwe with critically needed foreign exchange to enable it 
to meet its immediate foreign exchange and budgetary shortfalls. 
This grant will be disbursed to a GOZ account in a U.S. bank 
specified by the GOZ in a financing request. The financing 
request will be submitted to AID within sixty days from the date 
of execution of the Program Grant Agreement. Upon transfer of 
U.S. dollar funds under this grant, the GOZ Treasury will 
establish a Special Account which will contain the local currency 
equivalent of the U.S. dollar grant. Funds from this account 
will be used to support the GOZ's resettlement, reconstruction 
and related development activities. The GOZ Treasury will 
administer the Special Account in accordance with its own 
financial and administrative procedures. The USAID Director 
has held extensive discussions and reached mutual agreement on the 
development uses of the Special Account funds. 

There are no conditions, covenants, or waivers associated with 
this Program Grant. However, the GOZ will agree that the funds 
provided cannot be used for military or para military purposes. 
Congress was notified of the program on December 2 and the 
fifteen day waiting period expires on December 17, 1980. A 
negative determination has been made for the Initial Environmental 
Examination. 

There are no human rights issues in Zimbabwe. 



The Executive Committee for Project Review met and 
recommended approval of the Program Grant on December 12, 
1980. The responsible officer in the field will be 
Charles Grader, and the AID/W backstop officer for this 
program will be Douglas T. Kline, AFR/DR/SA. 

Recommendation: That you sign the attached PAAD thereby 
authorizing the proposed Program Grant in the amount of 
$20 million. 

Clearance: 

DAA/AFRI RS tacy 
GCt NHolmes &d!E= 

AAA/PPC /PDPR, JEri ksson TIA.- p- 
GC/A.FR, EDragon :,- ;.. 
AF/EPS, DWaterman (draft) 
COM/ALI , PHagan (draet 1 
AFR/SA, MDagata 
~~&i/rnR/DR:WXoehr i n 4  , -r 

Date 
Date 
Date 
Date 
Date 
Date 
Date 
Date 
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I. Summary and Recommdations 

A. Activity: Zimbabwe Program Grant 

B. Terms: ESF Grant Funding 

C. Amount: $20,000,000 (Twenty Million Dollars) 

D. Executing Agency: The Government of Zimbabwe Treasury 

E. Brief Program Description: 

This program is justified on GOZ balance of payments and budgetary 
grounds (See Sect ion 111 .)  . 

The $20 million local currency equivalent 
of these dollar funds to the GOZ will be used to address 

general, across-the-board constraints in the agriculture, education and 
health sectors. Overcoming these GOZ-identified constraints--shortages 
of skilled and professional manpower and a variety of physical facilities, 
as well as others--is vital if the GOZ is to achieve its short term 
reconstruction and resettlement objectives and its long-term development 
of equity goals. 

I 

To assist the GOZ it has been mutually agreed hy USAID/Zimbabwe and 
the GO2 that the local currency equivalent from AID assistance will be 
directed toward the areas of training, construction/reconstruction, 
materials and equipment for these facilities, and related supporting 
development activities. The GOZ's immediate local currency require- 
ments far exceed the amount of funds generated by this Program Grant. 
The GOZ will submit a $20 million equivalent local currency package 
to USXID during the first half of December 1980 to address the above- 
mentioned constraints. An illustrative list of types of training, 
construction and other activities for which counterpart local currency 
may be used is presented in Section IV of this paper. 

F. Other Donor Activities: See Section 11. F. and .hex D. 

Statutory Checklist : 

H. Issues: None 

Satisfied (see Annex B) 

I. Recommendation: It is strongly recommended by both USAID/ 
Zimbabwe and REDSO/EA that a $20,000,000 Cash Grant be authorized for 
Z imb abwe . 
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11. Background 

A. Political Background and U.S. Objectives 

Beginning in 1976, the United States Government became actively 
involved in the search for a negotiated settlement to the Rhodesian 
conflict. Successive attempts at internationally sponsored negotia- 
tions were unsuccessful until the Lancaster House Conference of ldte 
1979. A consistent element in each of the settlement efforts was 
a pledge by the United States Government to provide financial 
assistance to the new Government of Zimbabwe, if created as a result 
of a negotiated settlement. The assistance provided to Zimbabwe by 
the USG in FY 1980 and contemplated for FY 1981 can therefore be 
seen as a partial compliance with prior promises, though, it must 
be noted that previous negotiating efforts, particularly the 
"Kissinger Plan" of 1976 and the Zimbabwe Development Fund of the 
1977 Anglo-American Proposals mentioned much larger amounts of U.S. 
assistance than are currently being contemplated. 

A politically stable and economically dynamic Zimbabwe is key to 
the stability of the larger southern Africa region. Zimbabwe achieved 
independence on April 18, 1980 and inherited a host of social, economic, 
and political problems. Despite the major resettlement and recon- 
struction requirements, the exodus of many of the skilled and pro- 
fessional class, and serious foreign exchange and budgetary constraints, 
Zimbabwe, under the moderate leadership of its new Prime Minister, has 
done much to allay the fears which many observers expressed at 
Independence. 

1. U.S. Objectives 

The U.S. supports GO2 initiatives to deal with economic and social 
problems that have resulted from the war and several decades of neglect 
and exploitation of the black population. The job that the GOZ has set 
for itself in the long-term future is to change fundamentally the 
existing social structure so that the economic benefits to be reaped 
are more equitably distributed for the entire population. 

On the plus side, Zimbabwe possesses broad and diversified resources 
and has an extensive social and economic infrastructure that has been 
built up over many years. However, the massive task of repairing sub- 
stantial war damage to rural infrastructure, effectively resettling 
the displaced, demobilizing and reintegrating into the society the 
liberation armies, and initiating economic development, will require 
significant levels of foreign assistance. 

Zimbabwe is a country founded and functioning on democratic 
principles. There is every indication that a successful, non-racial 
society will emerge, with an underpinning of a vital mixed economy 
directed toward equitable economic development. Such a success will 
serve as an important example to other nations, especially South Africa. 



I t  i s  i n  t h e  i n t e r e s t s  of t h e  U.S. t o  a s s i s t  Zimbabwe achieve  
t h i s  s u c c e s s .  The $ 2 0  m i l l i o n  of U.S. a s s i s t a n c e  t o  be provided 
hereunder  i s  des igned t o  promptly provide  t h e  G O Z  w i t h  c r i t i c a l l y  
needed f o r e i g n  exchange and a s s u r e  t h a t  t h e  l o c a l  cu r rency  genera ted  
can c o n t r i b u t e  t o  economic development w i t h  e q u i t y .  More s p e c i f i c a l l y ,  
t h e  l o c a l  cur rency i s  t o  be d i r e c t e d  toward t h e  a r e a s  o f  t h e  h i g h e s t  
GO2 p r i o r i t y ;  namely, r e s e t t l e m e n t ,  r e c o n s t r u c t i o n ,  and development 
a c t i v i t i e s  r e l a t e d  t h e r e t o .  

C o n s t r a i n t s  

Key c o n s t r a i n t s  must be overcome i f  e q u i t a b l e  growth i s  t o  be 
achieved.  There a r e  s u b s t a n t i a l  s h o r t a g e s  o f  t r a i n e d  manpower a t  many 
i n t e r m e d i a t e  s k i l l  l e v e l s - - e x t e n s i o n  a g e n t s ,  a r t i s a n s ,  h e a l t h  o f f i c e r s ,  
e t c .  While t h e  coun t ry  p o s s e s s e s  s u b s t a n t i a l  i n f r a s t r u c t u r e ,  market ing 
and e x t e n s i o n  ne tworks ,  and a g r i c u l t u r a l  l a n d s ,  t h e s e  a r e  ext remely  
unevenly d i s t r i b u t e d .  I n  t h e  T r i b a l  T r u s t  Areas ,  where 7 0 %  of t h e  
Af r i can  p o p u l a t i o n  l i v e ,  l a c k  of t r a n s p o r t ,  market ing f a c i l i t i e s ,  
c r e d i t  ne tworks ,  ex tens ion  workers ,  s c h o o l s  and h e a l t h  f a c i l i t i e s  
s e r i o u s l y  i n h i b i t  t h e  improvement of Af r i can  l i v i n g  c o n d i t i o n s .  

The f i v e  y e a r  war has  brought  i n t o  c l e a r  focus  t h e  s e v e r i t y  of  
t h e s e  c o n s t r a i n t s  by in t roduc ing  a  major immediate problem of  r e s e t t l e -  
ment and r e c o n s t r u c t i o n .  I t  i s  e s t i m a t e d  t h a t  1 . 2  m i l l i o n  d i s p l a c e d  
persons  w i l l  have t o  be r e s e t t l e d ,  f e d ,  and provided w i t h  a  number of 
suppor t ing  s e r v i c e s .  I n  a d d i t i o n ,  over  $300 m i l l i o n  of  damage was done 
t o  r u r a l  i n f r a s t r u c t u r e ,  l a r g e l y  i n  t h e  TTLs, and t h e  G O 2  e s t i m a t e s  
t h a t  t h e  r e c o n s t r u c t i o n  t a s k  w i l l  t a k e  t h r e e  y e a r s ,  assuming t i m e l y  
p r o v i s i o n  of human, m a t e r i a l ,  and f i n a n c i a l  r e s o u r c e s .  

Perhaps t h e  most c r i t i c a l  c o n s t r a i n t ,  c e r t a i n l y  i n  t h e  s h o r t  
r u n ,  i s  t h e  l i m i t e d  f i n a n c i a l  r e s o u r c e s  o f  t h e  c e n t r a l  government. 
Given t h e  m u l t i - f a c e t e d  t a s k s  of r e c o n s t r u c t i o n ,  r e s e t t l e m e n t ,  r e fugee  
f e e d i n g ,  d e m o b i l i z a t i o n ,  expans ion  of  government s e r v i c e s ,  and 
r e v i t a l i z i n g  t h e  economy, t h e  c e n t r a l  government, which i s  r e s p o n s i b l e  
f o r  d e a l i n g  w i t h  t h e s e  problems,  has s t r e t c h e d  i t s  r e s o u r c e s  t o  t h e  
l i m i t ,  and perhaps  beyond. 

P a r t i c u l a r  s e c t o r a l  c o n s t r a i n t s ,  and t h e  way i n  which l o c a l  
cu r rency  genera ted  under t h i s  a c t i v i t y  w i l l  address  t h e s e  c o n s t r a i n t s  
i s  p r e s e n t e d  i n  S e c t i o n  IV. of t h i s  paper .  

C .  G O Z  S t r a t e g y  

By approximate ly  mid-1981, t h e  G O Z  w i l l  have produced a  com- 
p rehens ive  Three-Year P l a n  (TYP) , which w i l l  d e t a i l  t h e  medium and 
long-term development g o a l s  of t h e  G O Z .  I n  t h e  i n t e r i m ,  t h e  G O Z  
i s  under t ak ing  a  c r a s h  program of r e h a b i l i t a t i o n ,  r e s e t t l e m e n t  and 



r e c o n s t r u c t i o n .  These  i n t e r i m  e f f o r t s  i n c l u d e ,  r e c o n s t r u c t i o n  o f  
damaged o r  d e s t r o y e d  i n f r a s t r u c t u r e ,  r e p a t r i a t i o n  o f  r e f u g e e s  a s  
p rompt ly  a s  practicable , p r o v i s i o n  o f  f ood  and s h e l t e r  f o r  t h e  d i s p l a c e d ,  
and p r o v i s i o n  o f  n e c e s s a r y  r e l a t e d  s u p p o r t  a s  t h e s e  i n d i v i d u a l s  become 
q u i c k l y  s e l f - s u f f i c i e n t .  

A t  t h e  same t i m e  t h a t  t h e  r e c o n s t r u c t i o n  and r e s e t t l e m e n t  i s  
go ing  on i n  t h e  c o u n t r y s i d e ,  t h e  G O Z  i s  i n t e n t  upon s p e e d i n g  t h e  
r e c o v e r y  o f  t h e  commercia l  economy and has  t a k e n  some courageous  
s t e p s  i n  t h i s  d i r e c t i o n  i n c l u d i n g  r a i s i n g  p r o d u c e r  p r i c e s  o f  key 
a g r i c u l t u r a l  c r o p s ,  encou rag ing  p r i v a t e  i n v e s t m e n t ,  and e a s i n g  
r e s t r i c t i o n  on impor t  l i c e n s e s .  The main s t r a t e g y  f o r  i n c r e a s i n g  
e q u i t y  i n  t h e  n e a r  t e rm  i s  t h e  r a p i d  expans ion  of  e d u c a t i o n ,  h e a l t h  
and a g r i c u l t u r a l  s e r v i c e s  i n  t h e  t r i b a l  a r e a s ,  and t h e  i n i t i a t i o n  
o f  s e t t l e m e n t  schemes d e s i g n e d  t o  e a s e  l a n d  p r e s s u r e s .  

USG S t r a t e g y  

I n  e s s e n c e ,  t h e  USG s t r a t e g y  f o r  Zimbabwe i n  t h e  s h o r t - t e r m  
i s  i d e n t i c a l  t o  t h a t  o f  t h e  G O Z .  R e c o n s t r u c t i o n  a c t i v i t i e s  remain  
a  h i g h  p r i o r i t y .  An i n t e r i m  CDSS which i s  p l a n n e d  f o r  e a r l y  1981  
w i l l  a d d r e s s  t h e  l o n g e r - t e r m  A I D  development  s t r a t e g y  i n  Zimbabwe. 

A t  l e a s t  f o r  FY 1981 ,  and p e r h a p s  l o n g e r ,  t h e  G O Z  program 
s t r a t e g y  a p p e a r s  t o  make eminen t  s e n s e .  By a t t a c k i n g  t h e  r e s e t t l e -  
ment p rob lem,  t h e  GOZ i s  a t t e m p t i n g  t o  make a s  many o f  t h e  r u r a l  
and u rban  poor  s e l f - s u f f i c i e n t  a s  soon a s  p o s s i b l e .  The s t r a t e g i e s  
f o c u s  on employment g e n e r a t i o n ,  which i s  s u p p o r t e d  by manpower 
t r a i n i n g  programs .  The s e t t l e m e n t  program i n  t h e  r u r a l  a r e a s ,  which 
w i l l  make s u b s t a n t i a l  a d d i t i o n a l  l a n d s  a v a i l a b l e  f o r  p r o d u c t i o n ,  
s h o u l d  a l l e v i a t e  some o f  t h e  problems o f  t h e  r u r a l  p o o r .  By a t t e m p t i n g  
t o  b u i l d  on what a l r e a d y  e x i s t s ,  t h e  maximum r e t u r n  on i n v e s t m e n t s  
i s  a s s u r e d  and p r o v i d e s  a  f i r m  b a s e  on which t o  move t o  economic 
development p rograms .  The G O Z  implementat ion c a p a c i t y  w i l l  b e  f u r t h e r  
s t r e n g t h e n e d  and t h e  government w i l l  be  b e t t e r  a b l e  t o  abso rb  h i g h e r  
l e v e l s  o f  i n v e s t m e n t s .  

C o n s i d e r i n g  t h e  a l t e r n a t i v e s ,  t h e  GOZ s t r a t e g y  o f  moving i n  a  
p r a c t i c a l ,  d e l i b e r a t e  manner from r e h a b i l i t a t i o n - r e c o n s t r u c t i o n  t o  
economic development  seems a  most  r e a s o n a b l e  approach  t o  t h e  P.UD 
team. Whether ,  i n  f a c t ,  t h e  GOZ c an  s u c c e s s f u l l y  c a r r y - o u t  i t s  
a m b i t i o u s  r e h a b i l i t a t i o n - r e c o n s t r u c t i o n  program i n  t h e  b r i e f  p e r i o d  
e n v i s i o n e d  r e m a i n s ,  o f  c o u r s e ,  t o  be s e e n .  I t  i s  e x p e c t e d  t h a t  when 
t h e  Donors Conference  i s  convened i n  March 1981 ,  t h e  a v a i l a b i l i t y  o f  
t h e  G O Z  Th ree  Year P l a n  and f u r t h e r  e x p e r i e n c e  w i t h  program imple-  
m e n t a t i o n  s h o u l d  e n a b l e  t h e  G O Z  and donors  t o  b e t t e r  d e t e r m i n e  how a  
development  program s h o u l d  b e  i n s t i t u t e d ,  i n  what s e c t o r s  e f f o r t s  
s h o u l d  be  c o n c e n t r a t e d ,  and t h e  l e v e l s  o f  a s s i s t a n c e  n e c e s s a r y  t o  
a c h i e v e  GOZ g o a l s .  



E .  S t a t u s  o f  U.S. A s s i s t a n c e  Programs 

1. Summary of  U.S. A s s i s t a n c e  i n  FY 1980 

The f o l l o w i n g  c a t e g o r i z e s  t h e  t y p e  o f  U.S. a s s i s t a n c e  p r o v i d e d  
t o  Zimbabwe i n  FY 1980 and t h e  c o r r e s p o n d i n g  l e v e l  o f  a s s i s t a n c e .  

Ca t ego ry  Purpose  
Amount 

( i n  US $ 0 0 0 ~ )  % 

L 1. Cash Gran t  R e s e t t l e m e n t  o f  D i s p l a c e d  Pe r sons  13 ,000  
and R e c o n s t r u c t i o n  

. 2 .  Cash Gran t  R e s e t t l e m e n t  o f  D i s p l a c e d  Pe r sons  7 ,000 
(Supplementa l )  and R e c o n s t r u c t i o n  

3 .  *Cash T r a n s f e r  t o  R e p a t r i a t i o n  o f  Refugees  ( t h r u  3 ,000 
UNHCR UXHCR) 

4 .  P r o j e c t  Gran t  C l i n i c  R e c o n s t r u c t i o n  2,000 

5 .  *-Ambassador1 s S e l f  - ~ l i s c e l l a n e o u s  Smal l  - S c a l e  
Help  Fund A c t i v i t i e s  

6 .  *Gran t  t o  Family  Family  P l ann ing  
P l ann ing  Assoc.  

7. *Human R i g h t s  Lega l  and J u d i c i a l  T r a i n i n g  132 

8 .  *Human R i g h t s  Women's R i g h t s  Bookle t  5  

9 .  Gran t  t o  M L C  Trade  Union P!ork 150 

10 .  Gran t  t o  GOZ S c i e n t i f i c  & T e c h n i c a l  Coope ra t i on  7 SO 

11. *World Food Program 15,000 )fl > l a i r e  f o r  Emergency Feed ing  
( t h r o u g h  WFP) 5 , 0 0 0  

12 .  H I G  

TOTAL 

C o n s t r u c t i o n  o f  Low Cos t  Housing 25,000 

* F u l l y  d i s b u r s e d .  

Throug 
r e p r e s  
Z $ l .  00 

hou t  
en  t 
i s  

t h i s  p a p e r ,  
Zimbabwe d o l l  
u sed  th rough0  

$ s h a l l  r e p r e  
a r s  . The c u r  
u t  t h i s  p a p e r  

s e n t  U.S. 
r e n t  exch 

do 1 
ang e  

l a r s ,  and Z$ s h a l l  
r a t e  o f  $1.60 = 



2 .  S t a t u s  of  U.S. A s s i s t a n c e  Program 

A s  can b e  s e e n  from above ,  i t ems  3 ,  5, 6 ,  7 ,  8  and 11 a r e  f u l l y  
d i s b u r s e d  and i t ems  9  and 10 have y e t  t o  commence. The $25  m i l l i o n  
Housing Inves tmen t  Gua ran t ee  program (HIG - i tem 12)  was a u t h o r i z e d  
l a t e  i n  FY 1980 and has  n o t  been  s i g n e d .  T h i s  s e c t i o n  w i l l ,  t h e r e f o r e ,  
c o n c e n t r a t e  on t h e  $20 m i l l i o n  c a s h  g r a n t  f o r  r e s e t t l e m e n t  and r e c o n -  
s t r u c t i o n  ( i t e m s  1 and 2) and t h e  $ 2  m i l l i o n  p r o j e c t  g r a n t  f o r  c l i n i c  
r e c o n s t r u c t i o n  ( i t e m  4 ) .  

The $20 m i l l i o n  c a s h  g r a n t  was d i s b u r s e d  i n  two t r a n c h e s  o f  $13  
m i l l i o n  and $7  m i l l i o n  immedia te ly  a f t e r  o b l i g a t i o n  i n  J u l y  and S e p t -  
ember o f  1980 ,  r e s p e c t i v e l y .  The f o r e i g n  exchange i s  e s t i m a t e d  t o  have 
been  u t i l i z e d  by t h e  G O Z  w i t h i n  two weeks o f  r e c e i p t  from t h e  U.S. The 
Government ha s  c o n f i n e d  i n  w r i t i n g  t h a t  a l l  f o r e i g n  exchange was u t i l -  
i z e d  f o r  p r i o r i t y  impor t s  i n  acco rdance  w i t h  t h e  Agreement.  

The Agreement r e q u i r e d  t h e  G O Z  t o  e s t a b l i s h  a  c o u n t e r p a r t  l o c a l  
c u r r e n c y  accoun t  and t h e s e  f u n d s  were  p l a c e d  unde r  t h e  management of  
t h e  T r e a s u r y  f o r  u s e  i n  agreed-upon  a c t i v i t i e s .  The f o l l o w i n g  T a b l e  I 
p r e s e n t s  a  f i n a n c i a l  summary of t h e  $20 m i l l i o n  e q u i v a l e n t  i n  l o c a l  
c u r r e n c y  u t i l i z e d  f o r  r e l i e f  r e s e t t l e m e n t  and r e c o n s t r u c t i o n ,  showing 
a l l o c a t i o n  of  l o c a l  c u r r e n c y  f u n d s  by c a t e g o r y  and c o r r e s p o n d i n g  G O I  
T r e a s u r y  d i s b u r s e m e n t s  t h r o u g h  September  3 0 ,  1980. Cor responding  
e s t i m a t e d  d i s b u r s e m e n t s  t h r o u g h  December 30 ,  1980 a r e  a l s o  shown. 

While  t h e  c a s h  g r a n t  d i s b u r s e m e n t s  of  f o r e i g n  exchange were  made 
t o  t h e  G O Z  i n  J u l y  and September  1980 ($13  m i l l i o n  and $ 7  m i l l i o n  
r e s p e c t i v e l y ) ,  t h e  GO2 T r e a s u r y  h a s  a l r e a d y  d i s b u r s e d  more t h a n  h a l f  
of  t h e  g e n e r a t e d  l o c a l  c u r r e n c y  f u n d s  t o  v a r i o u s  m i n i s t r i e s  t h r o u g h  
September  30 ,  1980. I t  i s  e s t i m a t e d  t h a t  t h e  T r e a s u r y  w i l l  d i s b u r s e  
more t h a n  t w o - t h i r d s  of  t h e  funds  by December 31 ,  1980. The GO2 
T r e a s u r y  n o r m a l l y  d i s b u r s e s  funds  q u a r t e r l y  based  on each  i n d i v i d u a l  
m i n i s t r y ' s  r e p o r t e d  p r o j e c t e d  q u a r t e r l y  f i n a n c i a l  r e  u i r e m e n t s  f o r  
implementa t ion  a c t i v i t i e s .  What w i l l  be  a c c o m p l i s h e l  by t h e  G O Z  by 
t h e  end of  t h i s  c a l e n d a r  y e a r  unde r  A I D  c a s h  g r a n t  p r o c e d u r e s  i s  
i m p r e s s i v e  and a  s c h e d u l e  o f  accomplishments  a t t r i b u t a b l e  t o  A I D  i s  
p r e s e n t e d  i n  Annex E .  

A s  can  b e  s e e n  from t h e  f o l l o w i n g  T a b l e  I n o t  a l l  t h e  r e s e t t l e -  
ment and r e c o n s t r u c t i o n  a c t i v i t i e s  a r e  moving fo rward  a t  e q u a l  r a t e s  
o f  speed .  The $ 1 3  m i l l i o n  i n  l o c a l  c u r r e n c y  e q u i v a l e n t  i n  t h e  f i r s t  
t r a n c h e  i s  be ing  w e l l  - u t  i l i z e d  and it  i s  e x p e c t e d  t h a t  a p p r o x i m a t e l y  
90% o f  t h e s e  funds  w i l l  be d i s b u r s e d  by t h e  G O Z  T r e a s u r v  bv t h e  end 
of  t h i s  y e a r .  The $ 7  m i l l i o n  l o c a l  c u r r e n c y  e q u i v a l e n t  from t h e  
second t r a n c h e  a r e  b e i n g  u t i l i z e d  more s l o w l y  due  t o  t h e  n a t u r e  of  
t h e  e x p e n d i t u r e .  Two m i l l i o n  of  t h e  $7 m i l l i o n  have been f u l l y  d i s -  
b u r s e d  f o r  commodities ( food  f o r  t h e  r e f u g e e  f e e d i n g  p rog ram) ,  w h i l e  
t h e  remain ing  $ 5  m i l l i o n  r e l a t e d  t o  s l ower  and more complex c o n s t r u c t i o n  
and assembl ing  a c t i v i t i e s .  



TABLE I - GO2 Inputs 

Paid by GOZ 
Treas. as of 9/30/80 

Estimated GOZ Treasury 
Payments thru 12/31/80 Allocated 

$7.5 MM Reconstruction 

1. Irricjation 1.00 
2. Roads 1.50 

4. Water Supplies .50 
5. Dips - .So 

$5.5 .XM Resettlement of Refugees 

1. Winter Seeds 1.50 
2. Sunrmer Pack 3.20 
3. Training 0.80 - 

$4.44 :n4 Reconstruction 

1. Rnad Construction 
Equipment 1.20 

2. Building 1.40 
3. Trans. for 

Prov. Schools .25 
4. Mission Schools .95 
5. Mission Clinics 

& Hospitals - .64 

$2.56 Resettlement of Refugees 

1. Feeding Program 2.00 
2. Construction of 

T m g .  Blds. .56 



Some of t h e  more impor t an t  implementat ion problems i n c l u d e :  
(1) a  s h o r t a g e  of  t r a n s p o r t  (mainly t r u c k s )  and heavy equipment;  
(2) a  s h o r t a g e  o f  s k i l l e d  c o n s t r u c t i o n  manpower; (3) p e r i o d i c  s h o r t a g e s  
o f  b u i l d i n g  m a t e r i a l s  and t o o l s ;  and (4)  a  s h o r t a g e  o f  a d m i n i s t r a t i v e  
pe r sonne l  i n  some m i n i s t r i e s  which c a u s e  d e l a y s  on t h e  "paper" s i d e  o f  
implementat ion ( e . g . ,  purchase  o r d e r s ,  b i l l s  o f  r e c e i p t ,  d e l i v e r y  s t a t e -  
men t s ,  r e p o r t s ,  e t c . )  . Consider ing  t h e  above implementa t ion  problems 
coupled w i t h  t h e  obvious  f a c t  t h a t  construct in^ o r  r e c o n s t r u c t i n g  a  
p h y s i c a l  s t r u c t u r e  r e q u i r e s  more t ime t h a n  a  s imple  procurement t r a n s -  
a c t i o n ,  t h e  d e l a y s  encountered  a r e  c o n s i d e r e d  r e a s o n a b l e .  

However, g iven  t h e  problems f aced  and t h e  n a t u r e  of  t h e  a c t i v i t i e s ,  
t h e s e  G O Z  o r g a n i z a t i o n s  a r e  u t i l i z i n g  l o c a l  cu r rency  roceeds  w e l l .  The 
GOZ i s  c o n f i d e n t  t h a t  t h e  $ 5  m i l l i o n  b a l a n c e ,  of  t h e  ! 7 m i l l i o n  l o c a l  
cu r rency  g e n e r a t e d  by t h e  cash  g r a n t  supplement ,  w i l l  be  f u l l y  d i s b u r s e d  
p r i o r  t o  t h e  end of  J u n e  1981 (end F Y I ) .  Th i s  means t h a t  t h e  GOZ w i l l  
have d i s b u r s e d  $20 m i l l i o n  i n  l o c a l  cu r rency  i n  l e s s  t h a n  1 2  months on 
a  v a r i e t y  of  a c t i v i t i e s  ( t r a i n i n g ,  c o n s t r u c t i o n ,  assembly and commodities) 
and t h e s e  a c t i v i t i e s  were under taken  throughout  most of  t h e  r u r a l  a r e a s  
of  Zimbabwe. T h i s  i s  a  fo rmidab le  r e c o r d  o f  accomplishment and it a t t e s t s  
t o  t h e  GOZ c a p a c i t y  t o  e f f e c t i v e l y  absorb  and channel  s u b s t a n t i a l  funds 
f o r  sundry  a c t i v i t i e s  th roughout  Zimbabwe. 

Implementat ion of t h e  $ 2  m i l l i o n  A I D  Hea l th  C l t n i c  P r o j e c t  Grant  
has  a l s o  been s a t i s f a c t o r y ,  a l b e i t  somewhat s lower  i n  implementa t ion .  
When t h e  $ 2  m i l l i o n  g r a n t  was s i g n e d  on Independence Day i t  was hoped 
t h a t  a l l  159 c l i n i c s  which were c l o s e d  a t  t h a t  t ime cou ld  be  r e c o n -  
s t r u c t e d  and f u r n i s h e d  by t h e  end o f  CY 1980. A s  o f  October  30 ,  1980,  
90 c l i n i c s  were r e h a b i l i t a t e d  and o p e r a t i v e .  By December 3 0 ,  1980 
i s  i s  e s t i m a t e d  t h a t  115 c l i n i c s  w i l l  be completed and funds  exhaus ted .  
Of t h e  $ 2 . 0  m i l l i o n  p r o j e c t  g r a n t ,  $1,000,000 had been s p e n t  on a u t h o r -  
i z e d  e x p e n d i t u r e s  a s  of October  31 ,  1980. An a d d i t i o n a l  sum of $750,000 
was i n  t h e  p i p e l i n e  from P a r i s  t o  S a l i s b u r y .  F i n a l  d i sbu r semen t s  under  
t h e  g r a n t  a r e  expec ted  t o  occur  i n  December a t  t h e  p r e s e n t  r a t e  of 
spending .  I t  was a n t i c i p a t e d  t h a t  t h e  f i n a l  b a l a n c e  of  about  $164,000 
would be advanced t o  t h e  Treasu ry  w i t h i n  a  month. Completion of  a l l  
159 c l i n i c s  w i l l  r e q u i r e  a d d i t i o n a l  funding o f  ZS500,OOO. 

While implementat ion of  t h e  Hea l th  C l i n i c  Grant  has  been e x e l l e n t  
by comparison w i t h  o t h e r  L D C s ,  e . g . ,  f u l l  d i sbursement  w i t h i n  9  months 
o f  g r a n t  s i g n i n g ,  i t  h a s  f a l l e n  s h o r t  of a n t i c i p a t e d  t a r g e t s .  The 
pr imary  r e a s o n s  f o r  t h i s  d e l a y  have become a p p a r e n t :  ( a )  t h e  u s e  of  
t h e  p r o j e c t  a s s i s t a n c e  format  has  compl ica ted  implementa t ion  by t h e  
M i n i s t r y  of  Hea l th  (MOH) and (b)  t h e  speed w i t h  which r e c o n s t r u c t i o n  
cou ld  t a k e  p l a c e  was r e t a r d e d  by c o n s t r a i n t s  i n  t r a n s p o r t  and t h e  
r u r a l  i n f r a s t r u c t u r e  system. 

With r e s p e c t  t o  t h e  former c o n s t r a i n t ,  ove r  which AID h a s  
some c o n t r o l ,  t h e  p r o j e c t  a s s i s t a n c e  format  and GOZ l a c k  of  f a m i l i a r i t y  
w i t h  A I D  p r o j e c t  p rocedures  made speedy r e sponse  by t h e  YOH d i f f i c u l t .  



The c o s t  reimbursement system of  p r o j e c t  f i n a n c i n g ,  even when coupled 
wi th  generous advances d i d  n o t  a l low s u f f i c i e n t  working c a ~ i t a l .  The 
l a g  time between paying smal l  r u r a l  c o n t r a c t o r s ,  submi i t ing  b i l l s  t o  t h e  
P r o v i n c i a l  Medical O f f i c e r s  of  Heal th  (PMOH) , amalgamating them f o r  
submission t o  t h e  MOH ( S a l i s b u r y ) ,  updat ing  t h e i r  account ing  r e q u i r e -  
ments ,  r eques t ing  payment from N a i r o b i ,  and r e c e i v i n g  i t  from P a r i s  
i s  over  3  -months. -Second ly ,  t h e  requi rements  of ~ ~ ~ - ~ r o c u r e m e n t  
r e g u l a t i o n s  w i t h  r e s p e c t  t o  imported she1 f  i tems 
have s i g n i f i c a n t l y  added t o  t h e  workload of  t h e  m i n i s t r y  and p r o -  
v i n c i a l  o f f i c i a l s  . 

B r i e f l y ,  t h e  i n f r a s t r u c t u r e  c o n s t r a i n t s  i n c l u d e  l a c k  of  t r a n s -  
p o r t  a v a i l a b l e  t o  P r o v i n c i a l  A u t h o r i t i e s  t o  move b u i l d i n g  s u p p l i e s ,  
p e r i o d i c  s h o r t a g e s  of s e l e c t e d  b u i l d i n g  m a t e r i a l s ,  t h e  i n a b i l i t y  o f  
smal l  r u r a l  b u i l d e r s  t o  handle  more t h a n  one job a t  a t  t i m e ,  t h e  
s c a r c e  manpower r e s o u r c e s  f o r  s u p e r v i s i o n  by P r o v i n c i a l  A u t h o r i t y  
s t a f f  and d i f f i c u l t y  of having t r a n s p o r t  t o  cover  a  wide geographic  
a r e a .  These problems were o f t e n  compounded by t h e  slow cash  flow 
and t h e  f a c t  t h a t  sma l l  b u i l d e r s  have t o  be pa id  f r e q u e n t l y  i f  t hey  
a r e  t o  pay t h e i r  l a b o r  s i n c e  they  o p e r a t e  on very  smal l  c a p i t a l  
r e s o u r c e s .  On a  p o s i t i v e  n o t e  however, t h e  GOZ has shown c o n s i d e r a b l e  
a b i l i t y  t o  overcome t h e s e  c o n s t r a i n t s  a s  i t s  exper i ence  wi th  t h e  
na t ionwide  r e c o n s t r u c t  ion  e f f o r t  grows. 

Experience w i t h  t h e  a s s i s t a n c e  provided t o  d a t e  confirms t h e  
e a r l i e r  a n a l y s i s  t h a t  t h e  GOZ has t h e  necessa ry  a b s o r p t i v e  c a p a c i t y  
t o  e f f e c t i v e l y  u t i l i z e  t h e  a s s i s t a n c e  provided.  Bo t t l enecks  a r e  
c l e a r l y  ev iden t  i n  key a r e a s  such a s  t r a n s p o r t  and s h o r t a g e s  i n  many 
s k i l l e d  c a t e g o r i e s  u n d e r l i n e  t h e  need f o r  an e a r l y  s t a r t  i n  manpower 
t r a i n i n g  programs. Desp i t e  t h e s e  problems,  p r o g r e s s  has been 
e x c e l l e n t - - p a r t i c u l a r l y  wi th  t h e  program g r a n t  which u t i l i z e s  t h e  
G O Z ' s  own procedures  and p r a c t i c e s  i n  implementing t h e  p r o j e c t s  and 
programs f inanced by t h e  l o c a l  cu r rency  g e n e r a t i o n s .  

F .  Other  Donor A s s i s t a n c e  

The GOZ Treasury  p r e s e n t e d  t h e  PAAD team wi th  a  c u r r e n t  schedu le  
of o t h e r  donor a s s i s t a n c e  ( s e e  Annex E )  . 

A review of t h e  f i n a n c i a l  procedures  fol lowed by t h e  GOZ showed 
t h a t ,  a l though some r e c o n s t r u c t i o n  and r e s e t t l e m e n t  programs were 
funded by more than  one donor ,  t h e  G O Z :  (1) had t h e  c a p a c i t y  t o  absorb 
t h e  funds p rov ided ,  ( 2 )  t h e  G O Z  f i n a n c i a l  procedures  a r e  s a t i s f a c t o r y ,  
and (3) t h e r e  was no'  d u p l i c a t i o n  o f  e f f o r t - - i n  f a c t ,  most a c t i v i t i e s  
r e q u i r e d  much more funding than  was a v a i l a b l e .  

The PAAD team concluced t h a t  even wi th  s u b s t a n t i a l l y  i n c r e a s e d  
o t h e r  donor a s s i s t a n c e  l e v e l s ,  it i s  u n l i k e l y  t h a t  t h e  GOZ r e s e t t l e m e n t  
and r e c o n s t r u c t i o n  f i n a n c i a l  requi rements  w i l l  be met .  Given t h e  h i g h l y  
e f f e c t i v e  G O Z  f i n a n c i a l  p rocedures ,  d u p l i c a t i o n  of e f f o r t  i s  n o t  deemed 
a  program problem. 



111. Economic Background and Program J u s t i f i c a t i o n  

A. General Economic Background 

1. Macro-Economic S e t t i n g  

The b a s i c  d a t a  on t h e  Zimbabwe economy a r e  p r e s e n t e d  i n  Annex F .  
While a  sma l l  lower middle income coun t ry  by i n t e r n a t i o n a l  s t a n d a r d s  
(pe r  c a p i t a  GNP was US$530 i n  1979) t h e  economy i s  t h e  l a r g e s t  i n  
Southern  A f r i c a  a f t e r  South A f r i c a ,  equa l  t o  t h e  t o t a l  of Mozambique 
and Angola combined. I t  i s  h i g h l v  d i v e r s i f i e d  economy w i t h  imp0rtar.t 
a g r i c u l t u r a l  (12.4% of  GDP) , manufactur ing (24.8% of  GDP) , and mining 
( 7 . 9 %  of  G D P )  s e c t o r s .  Each of t h e s e  s e c t o r s ,  i n  t u r n ,  i s  d i v i d e d  
i n t o  a  v a r i e t y  of s u b - s e c t o r s .  The major a g r i c u l t u r a l  c rops  a r e  
tobacco ,  c o t t o p ,  maize,  s u g a r ,  wheat ,  beef  and d a i r y  p r o d u c t s ,  ground- 
n u t s ,  t e a  and c o f f e e .  The mining i n d u s t r y  produces a  number of p r o -  
d u c t s  i n c l u d i n g  g'old, a s b e s t o s ,  n i c k e l ,  copper ,  and chrome. The main 
manufactur ing i n d u s t r i e s  a r e  i r o n ,  s t e e l ,  and me ta l  f a b r i c a t i o n  (26%) , 
chemicals  and pe t ro -chemica l s  (14%) , food p rocess ing  (14%) , beverages  
and tobacco ( 1 1 % ) ,  and t e x t i l e s  ( 1 9 % ) .  Although t h e  pr imary  s e c t o r s ,  
a g r i c u l t u r e  and mining t o g e t h e r  on ly  uroduce about 20% of  GDP, t h e y  
p rov ide  about 70% of  Zimbabwe's expor t  e a r n i n g s .  On t h e  o t h e r  hand,  
wh i l e  manufactur ing accounts  f o r  t h e  remaining 30% of merchandise 
e x p o r t s ,  t h e  s e c t o r  as  a  whole i s  a  n e t  u s e r  of f o r e i g n  exchange 
because  of ve ry  l a r g e  i n p u t s  of  c a p i t a l  equipment and i n d u s t r i a l  raw 
m a t e r i a l s .  

The economy i s  w e l l  endowed w i t h  i n f r a s t r u c t u r e - - a  r a i l  system 
connect ing  a l l  major  economic c e n t e r s  a s  w e l l  as  f o u r  l i n k s  t o  p o r t s  
i n  South A f r i c a  and Mozambique, 10,000 k i l o m e t e r s  of r o a d ,  and a  
widespread te lecommunicat ions system. With t h e  comple t ion ,  i n  1985, 
of a  major thermal  e l e c t r i c  complex a t  Wankie, t h e  coun t ry  w i l l  be 
s e l f - s u f f i c e n t  i n  e l e c t r i c i t y  g e n e r a t i o n .  S i m i l a r l y ,  Zimbabwe has  
a  much more s o p h i s t i c a t e d  f i n a n c i a l  s t r u c t u r e  t h a n  i s  t y p i c a l l y  t h e  
c a s e  i n  an economy of  t h i s  s i z e ,  due i n  p a r t  t o  t h e  r e s t r i c t i o n s  
s a n c t i o n s  p laced  on access  t o  i n t e r n a t i o n a l  c a p i t a l  markets .  

Gross Domestic Income i n  1979 amounted t o  Z s 2 . 5  b i l l i o n  which 
was roughly sha red  between wage and s a l a r y  e a r n e r s  and i n v e s t o r s  
on a  3: 2 b a s i s .  Thus,  c o r p o r a t i o n s ,  un incorpora ted  e n t e r p r i s e s  which 
a r e  most ly p r i v a t e  fa rms,  and p a r a s t a t a l s  had g r o s s  o p e r a t i n g  p r o f i t s  
of approximately one b i l l i o n  Zimbabwe d o l l a r s .  However, inves tment  
expend i tu res  i n  t h e  p r i v a t e  s e c t o r  were ve ry  low, about Z$190 m i l l i o n  
i n  1978, o r  8 %  of GDP. Consumption e x p e n d i t u r e s  have averaged 
approximately 60% of GDP over  t h e  l a t t e r  h a l f  of t h e  1970s ,  w h i l e  
government n o n - c a p i t a l  expend i tu res  have i n c r e a s e d  throughout  t h e  
p e r i o d ,  r each ing  20% i n  1978. 



While p e r  c a p i t a  income i s  h igh  by Af r i can  s t a n d a r d s ,  t h e  economy 
i s  h i g h l y  d u a l i s t i c  w i t h  s h a r p ,  perhaps  unequaled ,  d i s p a r i t i e s  i n  income 
between t h e  w h i t e  and b l a c k  p o p u l a t i o n s .  Per  c a p i t a  income f o r  t h e  
w h i t e  p o p u l a t i o n  i s  p robab ly  around US$10,000, wh i l e  f o r  t h e  b l a c k  
p o p u l a t i o n  i t  may be a s  low a s  $150 p e r  y e a r .  I n  o t h e r  words ,  t h e  
w h i t e  4% of  t h e  p o p u l a t i o n  e a r n s  about  65% of  t h e  p r e - t a x  income. 
The immediate r easons  f o r  t h i s  s t r i k i n g  i n e q u a l i t y  a r e  obvious .  
Probably t w o - t h i r d s  o f  t h e  A f r i c a n  l a b o r  f o r c e  depend on t h e  t r a d i t i o n a l  
economy f o r  t h e i r  income, and y e t  t h i s  economy produces  no more t h a n  4% 
o f  t o t a l  GDP. 

Of t h o s e  900,000 Af r i cans  who have wage-paying jobs  i n  t h e  modern 
s e c t o r ,  about 45% a r e  employed i n  t h e  low-paying a g r i c u l t u r a l  and 
domest ic  s e r v i c e  s e c t o r .  The ave rage  w h i t e / b l a c k  wage d i f f e r e n t i a l  i s  
e l even  t o  one ,  due p a r t l y  t o  d i f f e r e n t i a l  s t o c k s  of s k i l l s . "  Added t o  
t h e  wage d i f f e r e n c e  i s  t h e  f a c t  t h a t  p robab ly  90% of p r o f i t s  a r e  ea rned  
by w h i t e  Zimbabweans. 

Many o f  t h e s e  i n e q u a l i t i e s  a r e  t h e  r e s u l t  of  d i s c r i m i n a t i o n  
p r a c t i c e d  by t h e  v a r i o u s  whi te -dominated  governments of t h e  p r e -  
m a j o r i t y  r u l e  p e r i o d .  The c l e a r e s t  i n s t a n c e  of t h i s  i s  t h e  d i v i s i o n  
o f  t h e  c o u n t r y ' s  l a n d  i n t o  commercial a r e a  ( l a r g e l y ,  though n o t  s o l e l y  
r e s e r v e d  f o r  w h i t e s ) ,  and T r i b a l  T r u s t  Lands (TTLs) r e s e r v e d  f o r  b l a c k s .  
The l a n d  was d i v i d e d  approximate ly  i n  h a l f ,  which meant t h a t  b l a c k  farms 
i n  t h e  TTLs averaged  5  h e c t a r e s  o f  a r a b l e  l and  w h i l e  w h i t e  commercial 
farms averaged 100 h e c t a r e s .  E q u a l l y  impor t an t  t h e  b e s t  l a n d s  were 
r e s e r v e d  f o r  w h i t e s ,  who own 7 2 %  of t h e  l a n d  i n  Regions I and 11, t h e  
most p r o d u c t i v e  a r e a s .  

These i n e q u a l i t i e s  were r e i n f o r c e d  by consc ious  government p o l i c y  
o f  a l l o c a t i n g  r e s o u r c e s  t o  t h e  w h i t e  s e c t o r s .  For example,  marke t ing  
s t r u c t u r e s  and i n s t i t u t i o n s ,  which a r e  f u l l y  developed t o  s e r v e  t h e  
commercial farm s e c t o r  a r e  a lmost  n o n - e x i s t e n t  i n  t h e  TTLs. S i m i l a r l y ,  
a g r i c u l t u r a l  r e s e a r c h  i s  geared  almost  e x c l u s i v e l y  t o  s e r v i c e  t h e  
needs o f  t h e  commercial s e c t o r ,  and w h i l e  t h e r e  i s  approximate ly  one 
e x t e n s i o n  agent  t o  eve ry  60 fa rmers  i n  t h e  commercial s e c t o r ,  t h e r e  
i s  on ly  one t o  eve ry  800 fa rmers  i n  t h e  TTLs. Educat ion  and h e a l t h  
s e r v i c e s  were e q u a l l y  skewed. Per  p u p i l  e x p e n d i t u r e s  i n  w h i t e  s c h o o l s  
were t e n  t imes  p e r  p u p i l  e x p e n d i t u r e s  i n  b l a c k  s c h o o l s ,  and w h i l e  
v i r t u a l l y  a l l  w h i t e  s t u d e n t s  g r a d u a t e d  from Form IV, o n l y  4 %  of  t h e  
b l a c k  s t u d e n t s  were a b l e  t o  do s o .  

The o t h e r  s i d e  o f  t h i s  d e p r e s s i n g  p i c t u r e  i s  t h a t  inmanyl ways ,the 
b l a c k  p o p u l a t i o n  i s  b e t t e r  p r e p a r e d  f o r  r a p i d  development and e n t r e e  
i n t o  t h e  modern s e c t o r  t h a n  i s  t h e  c a s e  i n  most o t h e r  A f r i c a n  c o u n t r i e s .  
Af r i can  u n i v e r s i t y  g r a d u a t e s  number around 11 ,000 ,  a  s t o c k  of h i g h  l e v e l  
manpower which i s  unprecedented  f o r  a  newly independent  A f r i c a n  c o u n t r y .  

* Average b l a c k  wages a r e  Z$750 whi l e  average  whi te  wages a r e  
Z$8,250. 



Moreover,  t h e  s h a r e  o f  t h e  l a b o r  f o r c e  employed i n  t h e  modern s e c t o r  
i s  l a r g e  and w i t h  t h e  r i g h t  mix o f  i nves tmen t  p rograms ,  b l a c k  incomes 
can b e  expec t ed  t o  r i s e  r a t h e r  q u i c k l y  i n  t h e  f u t u r e .  

While Zimbabwe does  have a  t h r i v i n g  p r i v a t e  marke t  economy, 
t h e  r o l e  o f  government i s  p e r v a s i v e .  A l l  ma jor  u t i l i t i e s ,  t h e  
r a i l r o a d ,  and t h e  a i r l i n e  a r e  s o l e l y  owned by t h e  C o v e m e n t  o f  
Zimbabwe and managed th rough  p u b l i c  c o r p o r a t i o n s  The government 
owns 49% o f  t h e  c o u n t r y ' s  i r o n  and s t e e l  i n d u s t r y  and p r o v i d e s  s u b -  
s i d i e s  t o  e x p o r t e r s .  F o r e i g n  exchange c o n t r o l s  a r e  v e r y  s t r i n g e n t  
b o t h  i n  t h e  a r e a  of  impor t  l i c e n c i n g  and r e p a t r i a t i o n  of  c a p i t a l .  
Almost a l l  of t h e  marke t ing  i n  t h e  commercial  farm s e c t o r  i s  c o n t r o l l e d  
by a  government agency ,  t h e  A g r i c u l t u r a l  Marke t ing  Agency. The re  
a r e  a  minimum wage l a w s ,  and c o n t r o l l e d  p r i c e s  f o r  most i m p o r t a n t  
consumer commodit ies .  

The p r imary  t a s k  f a c i n g  t h e  p r e s e n t  government i s  t o  r e d r e s s  t h e  
i n e q u i t i e s  i n h e r e n t  i n  t h e  economy, w i t h o u t  a t  t h e  same t i m e  e r o d i n g  
t h e  v i t a l i t y  of t h e  modern s e c t o r ,  which o f f e r s  t h e  b e s t  hope f o r  
i n c r e a s i n g  b l a c k  s t a n d a r d s  of  l i v i n g  i n  t h e  f u t u r e .  

With t h e  coming of  m a j o r i t y  r u l e  t h e  government f a c e s  a  number o f  
s e v e r e  p r o b l e m s - - p r i m a r i l y  t h e  i n t e g r a t i o n  o f  t h e  l i b e r a t i o n  a rmies  
i n t o  b o t h  t h e  N a t i o n a l  Army and t h e  c i v i l i a n  economy; t h e  r e s e t t l e m e n t  
of r e f u g e e s ;  t h e  f e a r s  o f  w h i t e s  t h a t  t h e y  would b e  exc luded  from t h e  
new o r d e r ;  and t h e  need  t o  m a i n t a i n  t h e  v i t a l i t y  o f  t h e  w h i t e  dominated 
modern economy; w h i l e  a t  t h e  same t i m e  moving q u i c k l y  t o  a  more 
e q u i t a b l e  d i s t r i b u t i o n  of  incomes and a s s e t s .  

The s t r a t e g y  adop ted  by t h e  Mugabe government t o  d e a l  w i t h  t h e s e  
problems i s  e s s e n t i a l l y  f o u r f o l d :  

(1)  t h e  main tenance  of  t r a d i t i o n a l  government p o l i c i e s  toward 
t h e  modern economy; 

( 2 )  t h e  beg inn ing  of a  s e t t l e m e n t  program moving some A f r i c a n  
f a r m e r s  from t h e  T r i b a l  T r u s t  Lands t o  u n d e r u t i l i z e d  l a n d  i n  t h e  
commercial  s e c t o r ;  

(3 )  a  program of  i nves tmen t  and r e c o n s t r u c t i o n  i n  t h e  t r i b a l  
t r u s t  a r e a s ;  and 

(4)  a  v a s t  expans ion  o f  government s e r v i c e s  t o  t h e  b l a c k  A f r i c a n  
p o p u l a t i o n ,  p a r t i c u l a r l y  i n  t h e  a r e a s  o f  h e a l t h  and e d u c a t i o n .  

By moving on a l l  t h e s e  f r o n t s  a t  o n c e ,  i t  i s  hoped t o  g e n e r a t e  
economic growth and thus increase  t h e  s h a r e  o f  income going  t o  b l a c k  
w o r k e r s ,  t o  i n c r e a s e  p r o d u c t i o n  and incomes i n  t h e  TTLs, t o  a s s u a g e ,  
t o  some d e g r e e ,  t h e  l a n d  hunger  of t h e  b l a c k  p o p u l a t i o n ,  and ,  t h rough  
t h e  p r o v i s i o n  o f  h e a l t h  and e d u c a t i o n ,  t o  meet t h e  a s p i r a t i o n s  of t h e  
m a j o r i t y  p o p u l a t i o n  f o r  a  b e t t e r  q u a l i t y  o f  l i f e .  



2 .  Recent Economic Trends 

Between 1969 and 1974, t h e  Zimbabwean economy exper ienced a  r a t e  
o f  growth of GDP a t  7 . 4 %  p e r  annum, and a  r a t e  of growth of  p e r  c a p i t a  
income o f  approximately 4 %  p e r  y e a r .  From t h e  end of 1974, however, 
t h e  economy exper ienced a  s i g n i f i c a n t  downturn which l a s t e d  u n t i l  t h e  
middle of 1978. S ince  t h a t  t ime t h e  economy has  shown p r o g r e s s i v e  
s i g n s  of  recovery .  Between 1975 and 1978 GDP, i n  r e a l  t e rms ,  f e l l  
by 1 2 . 1 %  and i n  p e r  c a p i t a  terms t h e  d e c l i n e  was over  20% which 
i n d i c a t e s  t h e  s e v e r i t y  of t h e  r e c e s s i o n .  Indeed,  by t h e  end o f  1979 
r e a l  p e r  c a p i t a  income was on ly  t h r e e  Zimbabwe d o l l a r s  g r e a t e r  than  
p e r  c a p i t a  income i n  1964. In  r e a l  terms ~ r i v a t e  consumption f e l l  by 
1 2 . 4 %  and g ross  f i x e d  c a p i t a l  format ion  by- 5 0 . 2 % ,  whereas n e t  government 
e x p e n d i t u r e s ,  f u e l e d  by t h e  war,  r o s e  by 34 .3%.  

The d e c l i n e  was caused by a  number of  f a c t o r s .  In  t h e  f i r s t  
i n s t a n c e  t h e  impact on t h e  economy of  t h e  i n t e r n a t i o n a l  r e c e s s i o n  
fo l lowing t h e  1973 o i l  c r i s i s  was s e v e r e .  The d e c l i n e  i n  Zimbabwe's 
terms of  t r a d e ,  coupled w i t h  t h e  c l o s i n g  of p o r t s  i n  ?.iozambique 
fo l lowing t h a t  c o u n t r y ' s  independence,  caused s e v e r e  d e t e r i o r a t i o n  
i n  t h e  ba lance  of payments. I n  o r d e r  t o  r e s t o r e  e q u i l i b r i u m  t h e r e  
was a  s u b s t a n t i a l  c u t  back i n  non-petroleum product  impor ts .  The 
volume of  t o t a l  impor ts  by t h e  end of  1979 was on ly  67% of 1964 l e v e l s .  
R e s t r i c t i o n s  i n  t h e  impor ta t ion  o f  raw m a t e r i a l s  slowed manufac tur ing  
ou tpu t  which d e c l i n e d  by 1 4 % .  A g r i c u l t u r a l  o u t p u t ,  due t o  weather  
c o n d i t i o n s ,  and t h e  i n c r e a s e d  v io lence  i n  t h e  c o u n t r y s i d e  d e c l i n e d  
28 .5%.  The d e c l i n e s  i n  o u t p u t  i n  t h e  goods s e c t o r  ( 1 7 . 6 % )  l e d  t o  
e q u i v a l e n t  d e c l i n e s  i n  t h e  s e r v i c e  i n d u s t r i e s - - p a r t i c u l a r l y  con- 
s t r u c t i o n  and d i s t r i b u t i o n .  F i n a l l y ,  t h e  r e c e s s i o n  was caused by 
l a c k  of  conf idence  i n  t h e  b u s i n e s s  community due t o  t h e  u n s t a b l e  
p o l i t i c a l  s i t u a t i o n .  T h i s  u n c e r t a i n t y  i s  eiidenced by t h e  profound 
d e c l i n e  i n  investment  e x p e n d i t u r e s  t o  1 1 . 2 %  of  G D P .  

However, t h e  Lancas te r  House s e t t l e m e n t  o f f e r s  hope f o r  a  r e t u r n  
t o  p o s i t i v e  growth and an a c c e l e r a t i o n  o f  t h e  recovery  t h a t  began i n  
mid-1979. The removal of s a n c t i o n s ,  t h e  opening of  t h e  Mozambique 
p o r t s ,  and t h e r i s e  i n  mine ra l  p r i c e s  have a l l  s t r e n g t h e n e d  t h e  f o r e i g n  
s e c t o r ,  and t h e  ou t look  f o r  both  e x p o r t s  and imports  i s  h i g h l y  
p o s i t i v e .  Business  conf idence  i s  s t i l l  somewhat r e s t r a i n e d ,  and 
p r i v a t e  investment  i s  l i k e l y  t o  be slow i n  r e c o v e r i n g .  That i s  
probably  a l l  t o  t h e  good i n  t h e  n e a r  term as  i n c r e a s e d  governmental 
expend i tu res  on r e c o n s t r u c t i o n  and expansion of s e r v i c e s  i s  l i k e l y  
t o  g e n e r a t e  a l l  t h e  i n c r e a s e d  demand t h e  economy can s a t i s f y  i n  t h e  
n e a r  term. An upswing i n  domest ic  p r i v a t e  investment  i s  l i k e l y  t o  
be h i g h l y  i n f l a t i o n a r y .  

Overa l l  c u r r e n t  p r o j e c t i o n s  c a l l  f o r  5 %  r e a l  growth i n  GDP i n  
1980, w i t h  somewhat h i g h e r  growth r a t e s  i n  1981, i f  t h e  weather  ho lds  
up. Mining p roduc t ion  f o r  t h e  f i r s t  s i x  months of  1980 was 37.5% 
h i g h e r  than  f o r  t h e  same p e r i o d  o f  1979; a g r i c u l t u r a l  product  s a l e s  



were 24% h i g h e r  o v e r  t h e  same p e r i o d .  T r a d e  and m a n u f a c t u r i n g  
i n d i c e s  f o r  J u n e ,  1980 were  1 8 . 6 %  and 1 6 . 6 %  above J u n e ,  1979 l e v e l s .  
Much o f  t h i s  g rowth  i s  due t o  i n c r e a s e d  c a p a c i t y  u t i l i z a t i o n ,  and 
c o n t i n u e d  g rowth  i n  t h e  f u t u r e  i s  l i k e l y  t o  depend on i n c r e a s e d  
d o m e s t i c  s a v i n g s  and i n v e s t m e n t  r a t e s  a s  w e l l  a s  s u b s t a n t i a l  c a p i t a l  
i n f l o w s  from a b r o a d .  

B .  Economic Program J u s t i f i c a t i o n  

1. Government Budeet  

A c o n s o l i d a t e d  e x p e n d i t u r e s  a c c o u n t  f o r  t h e  f i s c a l  y e a r  1979/80 
and 1980/81 i s  p r e s e n t e d  i n  T a b l e  11. T o t a l  e x p e n d i t u r e s  i n  1950/81  
a r e  p r o j e c t e d  t o  i n c r e a s e  by 23.8% o v e r  1979 /80 ,  w h i l e  r e v e n u e s  a r e  
p r o j e c t e d  t o  i n c r e a s e  by 2 8 . 0 % .  Thus ,  t h e  government  d e f i c i t ,  which 
was 40 .8% o f  t o t a l  e x p e n d i t u r e s  i n  1979/80 would d e c l i n e  t o  35.8% 
o f  t o t a l  e x p e n d i t u r e s  i n  1980/81 .  However, c u r r e n t  e s t i m a t e s  o f  
e x p e n d i t u r e s  show t h a t  t h e  o r i g i n a l  budge t  e r r e d  by Z$100 m i l l i o n  
on t h e  c o n s e r v a t i v e  s i d e ,  and  t h a t ,  t h e r e f o r e  t h e  budge t  d e f i c i t  
w i l l  b e  c l o s e r  t o  40%.  More d i s t u r b i n g  however a r e  p r o j e c t i o n s  f o r  
t h e  f u t u r e ,  a s  e x p e n d i t u r e s  a r e  e x p e c t e d  t o  r i s e  by 40% w h i l e  r e v e n u e s  
t o  i n c r e a s e  by some 2 1 % .  I f  t h e s e  p r o j e c t i o n s  h o l d ,  t h e  budge t  
d e f i c i t  f o r  1981/82 w i l l  grow t o  a p p r o x i m a t e l y  Z $ l  b i l l i o n ,  and t h e  
d e f i c i t  a s  a  p e r c e n t a g e  o f  e x p e n d i t u r e s  w i l l  grow t o  4 8 . 5 % .  

a .  Ex e n d i t u r e s  
The h i g h  r a t e  o  +-7- growt  o f  e x p e n d i t u r e s  h a s  been  f o r c e d  upon t h e  

new government  by t h e  p o l i t i c a l  s i t u a t i o n  i n  which i t  f i n d s  i t s e l f .  
I t  must make moves toward  e q u i t y  and t h e  p r o v i s i o n  o f  t h e  b a s i c  s e r v i c e s  
w i t h o u t  s u b s t a n t i a l l y  d i s c o m f i t t i n g  t h e  w h i t e  economy. I n  o r d e r  t o  do 
s o  i t  h a s  u sed  t h e  main l e v e r  a t  i t s  d i s p o s a l ,  government  e x p e n d i t u r e s .  
T a b l e  I I c l umps  e x p e n d i t u r e s  i n t o  c a t e g o r i e s  a p p r o p r i a t e  f o r  a n a l y z i n g  
government  p o l i c y .  

Because  o f  t h e  need  t o  i n t e g r a t e  t h e  l i b e r a t i o n  a r m i e s  i n t o  t h e  
N a t i o n a l  army, t h e  government  was u n a b l e  t o  e n j o y  a d i v i d e n d  due  t o  
t h e  end  o f  t h e  w a r ,  and t h e  s e c u r i t y  f o r c e s  a c c o u n t e d  f o r  38% o f  
c u r r e n t  e x p e n d i t u r e s  on goods  and s e r v i c e s .  The f i r s t  s i x  c a t e g o r i e s  
o f  T a b l e  I  r e p r e s e n t  i m p o r t a n t  p o l i t i c a l  p r i o r i t i e s .  I n  t h e s e  
c a t e g o r i e s  e x p e n d i t u r e s  i n c r e a s e d  between 1979/80 and 1980/81  by 
Z%202 m i l l i o n .  I f  we add  t h e  change  i n  u n c o n t r o l l a b l e  o u t l a y s  t o  t h e  
t o p  s i x  c a t e g o r i e s ,  t h e n  t h e s e  r e p r e s e n t  68% o f  t h e  i n c r e a s e  i n  
e x p e n d i t u r e s .  Thus ,  g i v e n  t h e  p o l i t i c a l  p r e s s u r e s  on t h e  government ,  
i s  i s  g o i n g  t o  be  v e r y  d i f f i c u l t  t o  r e d u c e  t h e  g rowth  o f  e x p e n d i t u r e s .  

b .  Resou rce s  

P robab ly  more t h a n  90% of  t a x  r e v e n u e s  i s  d e r i v e d  from t h e  w h i t e  
dominated modern economy. F o r  t h e  1980/81 budge t  y e a r ,  58% o f  t a x  
r evenues  came from income and p r o f i t s  t a x e s  and a n o t h e r  40% from 
i n d i r e c t  t a x e s .  S i n c e  food  and r e n t  a r e  exc luded  from i n d i r e c t  t a x -  
a t i o n ,  and s i n c e  income t a x e s  a r e  o n l y  l e v i e d  on f a m i l i e s  w i t h  incomes 



EX?EXDITURES 9 Y  MAJOR CATEGORY* 
( thousands  Zimbabwe d o l l a r s  

(1) (2)  ( 3 )  (4)  
19E0/91 1980/:31 R a t i o  1980/81 
( o r i g i n a l  ( r e v i s e d  Column (3)  t o  r e v i s e d  s h a r e  

1979,430 e s t i m a t e )  e s t i m a t e )  column (1) of budget  (4) 

Nat iona l  S e c u r i t y  384,655 315,985 262,985 0.94 23.6 

S e t t l e m e n t  2,521 8 ,301  8 ,301  3.58 0 .5  

Xeconst ruc t ion  and 
I r lves tnent  i n  TTLs 9,180 42,387 12,487 4 .63  

Education 120,437 194,494 236,494 1 .96  15.4 

Heal th  54,226 91,795 91,795 1.69 6.0 

Food Subs id ie s  37,729 68,700 68,700 1.82 4.5 

Geqeral Admin i s t r a t ion  111,495 124,083 124,083 1.11 8 . 1  

Econo i~ ic  M i n i s t r i e s  108,238 128,695 128,695 1.19 9.4 

Other  C a p i t a l  Budget 52,886 55,760 55,760 1 .05  3.6 

R e l a t i v e l y  Uncon t ro l l ab le  
g u t  l a y s  250,523 305,964 305,961 1.22 1 9 . 9  

Other  3C, 3R3 103,720 114,720 ?. 78 7.4 

Tab le  I1 does  n o t  i n c l u d e  t h e  $114 m i l l i o n  o f  g r a n t  a s s i s t a n c e  t h a t  h a s  been 
earmarked f o r  r e c o n s t r u c t i o n  and elnergency f e e d i n g  cf r e fugees .  Ttlese funds  
a r e  p l aced  in a s p e c i a l  account  and do n o t  e n t e r  e i t h e r  t h e  revenue o r  expend i tu re  
accounts .  



i n  e x c e s s  of Z$3,000, t h e  t a x  s t r u c t u r e  i s  p robab ly  p r o g r e s s i v e  on t h e  
whole. Yon-tax revenues  account  f o r  about  25% of t o t a l  r e s o u r c e s  and 
a r e  d i v i d e d  between payments f o r  s e r v i c e s  and use  o f  p r o p e r t y  (40%)  
and a  v a r i e t y  of m i s c e l l a n e o u s  t r a n s f e r s .  

S i n c e  a  v e r y  h igh  p r o p o r t i o n  of t a x  revenue  i s  f u n c t i o n a l l y  
r e l a t e d  t o  income, i t  shou ld  n o t  be s u r p r i s i n g  t h a t  r e a l  revenues  
f e l l  between 1977 and 1979 by about  1 2 %  a t  t h e  same t ime  t h a t  r e a l  
income f e l l  by 3 % .  I n  1980,  however, r e a l  revenues  a r e  expec ted  
t o  approach 1977 l e v e l s ,  and be 9 .5% h i g h e r  t h a n  i n  1979. A t  t h e  
p r e s e n t  t i m e ,  t a x e s  r e p r e s e n t  22.5% of  t h e  t o t a l  n a t i o n a l  income. 
Given t h e  r i s e  i n  e x p e n d i t u r e s ,  t h e  government i s  g i v i n g  s e r i o u s  
c o n s i d e r a t i o n  t o  r a i s i n g  t a x  l e v e l s .  However, t h e r e  a r e  s e r i o u s  
problems a t t a c h e d  t o  i n c r e a s i n g  t h e  r a t e s  of d i r e c t  t a x a t i o n ,  which 
a r e  49.5% on c o r p o r a t i o n s  and p robab ly  ave rage  35% on p e r s o n a l  income. 
The government i s  opposed t o  broadening t h e  t a x  b a s e  s i n c e  i t  s e e  
imposing t a x e s  on t h e  p o o r e r  segments of t h e  p o p u l a t i o n  a s  be ing  
i n e q i t a b l e  and p o l i t i c a l l y  d i f f i c u l t .  

D e s p i t e  t h e s e  problems,  t h e  T r e a s u r y  e s t i m a t e s  t h a t  revenues  
f o r  1981/82 w i l l  be  20% h i g h e r  t h a n  i n  1980/81,  due l a r g e l y  t o  a  
1 7 %  r i s e  i n  nominal incomes. A t  p r e s e n t  t h e  government does  n o t  
s e e  any p o s s i b i l i t y  o f  c l o s i n g  t h e  budge ta ry  gap th rough  i n c r e a s e d  
t a x a t i o n ,  and f o r  t h e  f o r e s e e a b l e  f u t u r e  budget  d e f i c i t s  a r e  l i k e l y  
t o  c o n t i n u e  growing.  

c .  F inanc ing  t h e  Government D e f i c i t  

C l e a r l y ,  t h e  most d i f f i c u l t  f i n a n c i a l  problem f a c i n g  t h e  Govern- 
ment of Zimbabwe i s  f i n a n c i n g  t h e  v e r y  l a r g e  d e f i c i t  t o  be i n c u r r e d  i n  
f i s c a l  y e a r  1980/81,  and t h e  even l a r g e r  d e f i c i t  expec t ed  i n  1981/82. 
With e x p e n d i t u r e s  on t h e  o r d e r  of 2$1,540 m i l l i o n  and revenues  of  
Z$925 m i l l i o n  t h e  t o t a l  d e f i c i t  i n  1980/81 i s  on t h e  o r d e r  of Z$615 
m i l l i o n ,  o r  19% o f  p r o j e c t e d  GDP d u r i n g  t h e  1980/81 f i s c a l  y e a r .  
I n  t h e  p a s t  t h e  government h a s  l a r g e l y  r e l i e d  on t h e  domes t i c  market  
t o  f i n a n c e  i t s  d e f i c i t s ,  borrowing a  t o t a l  of  Z$1,093.9 m i l l i o n  o v e r  
t h e  p a s t  f i v e  y e a r s ,  i n c l u d i n g  Z$937 m i l l i o n  i n  f i s c a l  y e a r  1979/80. 
Consequent ly ,  t o t a l  domes t ic  d e b t  by J u n e ,  1980 reached  Z$1,302.7 
m i l l i o n ,  app rox ima te ly  h a l f  of GDP. 

Domestic borrowings o f  t h i s  magni tude were p o s s i b l e  i n  t h e  p a s t  
because  of  t h e  h i g h l y  l i q u i d  nature of t h e  p r i v a t e  s e c t o r .  With low 
i n v e s t o r  c o n f i d e n c e ,  coupled  w i t h  s t r i c t  f o r e i g n  exchange c o n t r o l s ,  
t h e  p r i v a t e  s e c t o r  has  s a v i n g s  s u b s t a n t i a l l y  i n  e x c e s s  of inves tment  
r equ i r emen t s  (See T a b l e  V I  i n  Annex F ) .  Much o f  t h e s e  s a v i n g s  were 
i n  t h e  form of l i q u i d  a s s e t s  i n  t h e  banking sys t em,  which by t h e  end 
of 1979 were approximate ly  Z$200 m i l l i o n  above r e q u i r e d  l i q u i d i t y  
needs .  Consequent ly ,  even w i t h  s u b s t a n t i a l  government bor rowing ,  
i n t e r e s t s  r a t e s  have remained a t  low l e v e l s  r ang ing  from 4 - 1 / 2 %  f o r  



3-month b i l l s  t o  8-1 /3% f o r  commercial  mor tgages .  The ave rage  v i e l d  
on l o c a l  s t o c k s  was 1 0 - 1 2 % ,  w h i l e  government s t o c k  v i e l d  ranged from 
4.05% on 1 y e a r  c e r t i f i c a t e s  t o  9 .00% on 30 y e a r  c e r t i f i c a t e s .  Given 
t h e  u n d e r l y i n g  i n f l a t i o n  r a t e  o f  10-12% a l l  o f  t h e s e  r e t u r n s  were 
n e g a t i v e  i n  r e a l  t e rms .  

While t h e  r e c e s s i o n  i s  o v e r ,  and t h e  economy i s  r e c o v e r i n g ,  p r i -  
m a r i l y  due t o  a r e v i t a l i z e d  f o r e i g n  s e c t o r ,  p l u s  heavy government 
e x p e n d i t u r e s ,  p r i v a t e  i nves tmen t  i s  s t i l l  l a g g i n g .  For  example,  t o t a l  
c o n s t r u c t i o n  i n  t h e  f i r s t  q u a r t e r  of 1980 wa5 v i r t u a l l y  a t  t h e  same 
l e v e l  a s  i n  t h e  same q u a r t e r  of  1979. C o n s e ~ u e n t l y ,  t h e  government 
s h o u l d  be  a b l e  t o  borrow from t h e  p r i v a t e  s e c t o r  on t h e  o r d e r  o f  
Z S  280 t o  Z$300 m i l l i o n ,  w i thou t  e x e r t i n g  any i n f l a t i o n a r y  p r e s s u r e .  
T h i s  would f i n a n c e  about  h a l f  o f  t h e  d e f i c i t .  P robab ly  a n o t h e r  $100 
m i l l i o n  can be  f i n a n c e d  through a  v a r i e t y  o f  means i n c l u d i n g  g r e a t e r  
t a x  c o l l e c t  i o n  (2320 m i l l i o n )  , underspending  (Z$20 m i l l i o n )  , l o a n s  
from b u i l d i n g  s o c i e t i e s  t o  f i n a n c e  hous ing  c o n s t r u c t i o n  ( Z $ 2 0  m i l l i o n ) ,  
d i s i n v e s t m e n t  bonds (2$20 m i l i o n ) ,  and m i s c e l l a n e o u s  r evenues  (2$20 
m i l l i o n ) .  T h i s  l e a v e s  a n o t h e r  Z$215 m i l l i o n  t o  be  f i n a n c e d  from 
e x t e r n a l  s o u r c e s ,  o f  which app rox ima te ly  Z 3  30 m i l l i o n  i s  budgeted  
t o  come from a i d  f lows .  

/The government ' s  r e c o n s t r u c t i o n  and r e f u g e e  program i s  f i n a n c e d  
o u t  OF a  s e p a r a t e  fund which does  n o t  appea r  i n  budget  e s t i m a t e s .  
T o t a l  spending  i n  t h e s e  accoun t s  amounted t o  2329.6 m i l l i o n  f o r  r e f u g e e s ,  
and ZS50.5 m i l l i o n  f o r  r e c o n s t r u c t i o n .  Approxiamtely 90% of  t h e s e  
monies came from f o r e i g n  g r a n t s .  Without t h e s e  a i d  f lows  t h e s e  c r i t i c a l  
programs would have  had t o  be  funded from domes t i c  s o u r c e s  t h u s  i n -  
c r e a s i n g  t h e  budgetary  d e f i c i t  by a  f u r t h e r  2 6 7 1  m i l l i o n . 7  - 

Thus t h e  government w i l l  need  t o  borrow from f o r e i g n  s o u r c e s  i n  
FY 1980/81 approx ima te ly  Z$185 m i l l i o n  i f  more a i d  i s  n o t  fo r thcoming .  
The World Bank i s  c u r r e n t l y  d i s c u s s i n g  w i t h  t h e  G O 2  a commodity import  
l o a n  o f  about  Z $ 4 7  m i l l i o n .  O the r  donors  a r e  e x p e c t e d  t o  i n c r e a s e  
t h e i r  a s s i s t a n c e  d u r i n g  t h e  coming f i s c a l  y e a r .  A t  p r e s e n t  t h e r e  a r e  
no good d a t a  on e i t h e r  o b l i g a t i o n s  o r  d i sbu r semen t s  a s i d e  from t h e  
r e c o n s t r u c t i o n  a c c o u n t .  T h i s  p i c t u r e  w i l l  undoubted ly  become c l e a r e r  
a f t e r  t h e  donors  con fe rence  i n  March 1982. I f  t h e  G O Z  can r e a c h  
a  reement w i t h  t h e  Bank, t h e  n e c e s s a r y  borrowings can be reduced  t o  
2 f 138 m i l l i o n ,  a  manageable amount, though an i n c r e a s e  i n  t h e  gove rn -  
m e n t l s  f o r e i g n  d e b t  o f  38%.  Given p r e v a i l i n g  i n t e r e s t  r a t e s  i n  
i n t e r n a t i o n a l  marke t s ,  t h e s e  bo r rowings ,  w h i l e  n o t  e x c e s s i v e ,  c o u l d  
l e a d  t o  a  s u b s t a n t i a l  i n c r e a s e  i n  d e b t  s e r v i c i n g  r a t i o s .  Moreover,  
borrowing on t h i s  s c a l e  would push up t h e  f o r e i g n  d e b t  t o  GDP r a t i o  
o f  1 5 % ,  a  l e v e l  g e n e r a l l y  i n  l i n e  w i t h  o t h e r  midd le  income c o u n t r i e s .  

While t h e  1980/81 budget  w i l l  c a u s e  g r a v e  d i f f i c u l t i e s  i t  can 
p robab ly  b e  managed w i t h o u t  c r e a t i n g  e x c e s s i v e  d e b t  burdens  and 
w i t h o u t  c r e a t i n g  demand-pul l  i n f l a t i o n a r y  p r e s s u r e .  Indeed ,  d e s p i t e  



a  s u b s t a n t i a l  i n c r e a s e  i n  t h e  money s u p p l y  s i n c e  1975 (Ml i n c r e a s e d  
by 1 3 . 9 %  p e r  y e a r  and )I1 and ?12 t o g e t h e r  by 1 7 . 1 %  p e r  y e a r  w i t h  
nominal GDP roughly  c o n s t a n t )  i n f l a t i o n  r a t e s  o v e r  t h e  p e r i o d  ave raged  
o n l y  10% p e r  y e a r .  blost o f  t h i s  i n f l a t i o n  i s  p r o b a b l y  due t o  s u p p l y  
f a c t o r s - - i n c r e a s e s  i n  impor t  p r i c e s ,  i n c r e a s e s  i n  food  p r i c e s  due t o  
t h e  d r o u g h t ,  and r e a l  wage i n c r e a s e s  d e s p i t e  d e c l i n i n g  p r o d u c t i v i t y .  

I t  i s  i n  t h e  1981/82 f i s c a l  y e a r  t h a t  t h e  economy may become 
unmanageable. I f  c u r r e n t  p r o j e c t i o n s  h o l d ,  and t h e  d e f i c i t  i s  on t h e  
o r d e r  o f  Z$l  b i l l i o n ,  f i n a n c i n g  may be i m p o s s i b l e  w i t h o u t  r e s o r t i n g  
t o  i n f l a t i o n a r y  f i n a n c e .  With t h e  e x p e c t e d  r e s u r g e n c e  o f  p r i v a t e  
i nves tmen t  e s p e c i a l l y  a s  t h e  economy b e g i n s  t o  r e a c h  f u l l  c a p a c i t y ,  
and t h e  r e l u c t a n c e  t o  i n c r e a s e  f o r e i g n  bor rowings  t o  an u n a c c e p t a b l y  ' 
h i g h  l e v e l ,  t h e  government may be  f o r c e d  t o  f i n a n c e  pe rhaps  25500 
m i l l i o n  o f  t h e  1981/82 d e f i c i t  t h rough  t h e  p r i n t i n g  p r e s s .  The 
r e s u l t  c o u l d  t h e n  be  a  r a t e  o f  i n f l a t i o n  i n  e x c e s s  o f  2 5 % ,  a  weakening 
o f  t h e  b a l a n c e  of  payments ,  crowding o u t  o f  p r i v a t e  i n v e s t m e n t ,  and 
an  end  t o  t h e  r e c o v e r y .  The T r e a s u r y  Depar temnt  o f  t h e  Government o f  
Zimbabwe i s  a  v e r y  c o n s e r v a t i v e  agency ,  and w i l l  p r o b a b l y  n o t  a l l o w  
such  a  s c e n a r i o  t o  t a k e  p l a c e .  The a l t e r n a t i v e s  however a r e  e q u a l l y  
i m p a l a t a b l e - - a n  i n c r e a s e  i n  t a x a t i o n  on t h e  modern s e c t o r  which would 
a l s o  s low t h e  economy, o r  a  d e c r e a s e  i n  t h e  promised p r o v i s i o n  o f  
s e r v i c e s  needed t o  r e d r e s s  t h e  e q u i t y  problem.  

Balance  o f  Payments 

On t h e  s u r f a c e ,  Zimbabwe's b a l a n c e  o f  payments h a s  been r e l a t i v e l y  
s t r o n g  th roughou t  t h e  second  h a l f  o f  t h e  decade  o f  t h e  1970s .  Between 
1975 and 1979,  r e s e r v e s  have i n c r e a s e d  by US$176 m i l l i o n ,  w i t h  most 
o f  t h i s  change coming i n  1978 and 1979.  By t h e  end o f  J u l y ,  1980 ,  
t h e  Reserve Bank of  Zimbabwe h e l d  ~ S $ 3 2 3  m i l l i o n  i n  f o r e i g n  a s s e t s ,  
w h i l e  t h e  banking system h e l d  an  a d d i t i o n a l  USS57.3 m i l l i o n .  These 
r e s e r v e s  a r e  s u f f i c i e n t  t o  cove r  app rox ima te ly  3-1 /2  months o f  impor t s  
a t  1980 r a t e s ,  a  l e v e l  somewhat h i g h e r  t h a n  t h e  a v e r a g e  midd le  income 
c o u n t r y .  Tabe X i n  Annex F p r e s e n t s  bo th  p a s t  per formance  and f u t u r e  
p r o j e c t i o n s  on t h e  b a l a n c e  of  payments.  

However, t h e  r e l a t i v e l y  r o b u s t  b a l a n c e  o f  payments p i c t u r e  i s  
l a r g e l y  due t o  v e r y  s t r i n g e n t  f o r e i g n  exchange c o n t r o l s  i n  t h e  i m p o r t -  
a t i o n  o f  goods and i n  t h e  movement o f  c a p i t a l  and r e p a t r i a t i o n  o f  
p r o f i t s .  The re  a r e  no h a r d  e s t i m a t e s  on t h e  e f f e c t  upon t h e  d e f i c i t  
o f  removing exchange c o n t r o l s ,  b u t  g u e s s e s  r a n g e  from US$200 m i l l i o n  
t o  USS400 m i l l i o n .  T h i s  c o n s e r v a t i v e  p o l i c y  towards  impor t s  h a s  been 
p a r t l y  r e s p o n s i b l e  f o r  t h e  r e c e s s i o n  d u r i n g  t h e  1978-1979 p e r i o d ,  
and c o n t i n u e d  c o n t r o l s  a r e  l i k e l y  t o  l i m i t  t h e  e x p e c t e d  r e c o v e r y ,  
p a r t i c u l a r l y  i n  m a n u f a c t u r i n g .  

a .  C u r r e n t  Account 

While t h e  t r a d e  b a l a n c e  h a s  been p o s i t i v e  t h roughou t  t h e  p e r i o d ,  
r ang ing  from US$ 1 2  m i l l i o n  i n  1975 t o  ~ ~ $ 1 2 8  m i l l i o n  i n  1977 ,  t h i s  



s u r p l u s  has  r a r e l y  been s u f f i c i e n t  t o  overcome d e f i c i t s  i n  o t h e r  c u r r e n t  
account  i t e m s .  The main problems i n  t h e  goods accoun t s  have been t h e  
s e v e r e  downturn i n  t h e  t e rms  o f  t r a d e ,  which by t h e  end o f  1979 s t o o d  
a t  56 .4 ,  w i t h  1964 = 100.  The re  a r e  a  number o f  f a c t o r s  r e s p o n s i b l e  
f o r  t h i s  downturn,  a l t h o u g h  t h e  i n f l a t i o n  o f  impor t  p r i c e s ,  p r i m a r i l y  
due t o  t h e  i n c r e a s e  i n  o i l  p r i c e s ,  was predominant .  Import  p r i c e s  a t  
t h e  end of  1979 were 2 . 2  t imes  t h e i r  1975 l e v e l .  m i l e  m i n e r a l  p r i c e s  
r o s e ,  t obacco  p r i c e s  have  been weak, and c o n s e q u e n t l y  e x p o r t  p r i c e s  
s t o o d  a t  o n l y  1 . 5  t i m e s  t h e i r  1975 l e v e l .  I n  a d d i t i o n ,  t h e  c l o s i n g  
o f  t h e  Mozambique b o r d e r  and t h e  i m p o s i t i o n  o f  s a n c t i o n s  p r o b a b l y  
r a i s e d  import  p r i c e s  by 5% and lowered e x p o r t  p r i c e s  by 1 5 - 2 0 % .  

The f i r s t  f i v e  months o f  1980 showed a  r e v e r s a l  o f  t h i s  t r e n d ,  
w i t h  import  p r i c e s  a c t u a l l y  f a l l i n g  by 9 . 3 %  and e x p o r t  p r i c e s  i n c r e a s i n g  
s l i g h t l y  by 2 . 3 % .  The r e s u l t  was a  1 3 . 8 %  i n c r e a s e  i n  t h e  t e rms  o f  
t r a d e .  I n  volume t e r m s ,  e x p o r t s  a r e  e x p e c t e d  t o  b e  somewhat h i g h e r  
t h a n  i n  p r e v i o u s  y e a r s ,  w h i l e  impor t s  a r e  expec t ed  t o  expand even more 
q u i c k l y .  The merchandise  a c c o u n t  s h o u l d  c o n t i n u e  t o  be  p o s i t i v e  
t h roughou t  1980 and 1981 ,  b u t  w i l l  p r o b a b l y  be  i n  b a l a n c e  i n  1982 ,  
due  t o  r a p i d  expans ion  o f  i m p o r t s .  

The s e r v i c e  b a l a n c e  has  been  s u b s t a n t i a l l y  i n  d e f i c i t  t h roughou t  
t h e  p e r i o d ,  due  l a r g e l y  t o  f r e i g h t  and i n s u r a n c e  c h a r g e s ,  b u t  a l s o  t o  
a  n e g a t i v e  t o u r i s m  and t r a v e l  a c c o u n t .  The n e t  d e f i c i t  on i n v i s i b l e s  
peaked i n  1979 a t  29192 m i l l i o n  and i s  l i k e l y  t o  move somewhat h i g h e r  
i n  1981 and 1982. 

The government h a s  s t r i c t  r e s t r i c t i o n s  on r e p a t r i a t i o n  o f  p r o f i t s ,  
a l l owing  f o r e i g n  c o r p o r a t i o n s  t o  r e m i t  no more t h a n  50% o f  a f t e r  t a x  
p r o f i t s .  Because of s a n c t i o n s ,  r e p a t r i a t i o n  o f  p r o f i t s  t o  f i r m s  i n  
t h e  U.S. ,  U . K . ,  and Canada were  t o t a l l y  b locked  d u r i n g  t h e  U D I  p e r i o d .  
Consequent ly ,  n e t  f lows  o f  i nves tmen t  income have  ave raged  abou t  nega-  
t i v e  2$40 m i l l i o n  p e r  y e a r .  New l e g i s l a t i o n  d e s i g n e d  t o  encourage  
f o r e i g n  p r i v a t e  i nves tmen t  a l l o w s  f u l l  r e p a t r i a t i o n  o f  p r o f i t s  and 
c a p i t a l  f o r  new i n v e s t m e n t s ,  and a s  a  r e s u l t ,  n e t  i nves tmen t  income 
f lows a r e  expec t ed  t o  r e a c h  -Z$109 m i l l i o n  by 1982.  

Nongovernment t r a n s f e r s  a r e  a l s o  n o r m a l l y  n e g a t i v e  though  t h e s e  
have  been more t h a n  b a l a n c e d  by a i d  f lows  i n  t h e  form o f  g r a n t s  i n  
1980. O v e r a l l ,  t h e  b a l a n c e  o f  payments on c u r r e n t  account  was e x p e c t e d  
t o  be  n e g a t i v e  on t h e  o r d e r  o f  Z$50 m i l l i o n  i n  1980 ,  b u t  i s  e x p e c t e d  
t o  f a l l  t o  Z$177 m i l l i o n  i n  1981 and Z$277 m i l l i o n  i n  1982.  

b .  C a p i t a l  Accounts 

Throughout t h e  1975-1979 p e r i o d  c u r r e n t  accoun t  d e f i c i t s  were  
f i n a n c e d  by c a p i t a l  i n f l o w s  i n  b o t h  t h e  p r i v a t e  and government s e c t o r s .  
With t h e  unblocking  of  f u n d s  f o l l o w i n g  t h e  L a n c a s t e r  House s e t t l e m e n t ,  
1980 and 1981 a r e  l i k e l y  t o  s e e  c a p i t a l  o u t - f l o w s  i n  t h e  government 
s e c t o r ,  which w i l l  b e  o f f s e t  i n  l a r g e  p a r t  i n  1981 and 1982 by borrowing 
by p u c l i c  c o r p o r a t i o n s  i n  commercial  marke t s  t o  f i n a n c e  r a i l w a y  e l e c t -  
r i f i c a t i o n  and t h e  Wankie t he rma l  power s t a t i o n .  N e v e r t h e l e s s ,  c u r r e n t  
p r o j e c t i o n s  c a l l  f o r  t o t a l  d e f i c i t s  i n  t h e  c u r r e n t  and c a p i t a l  



accounts  of Z $  93 m i l l i o n  i n  1980,  Z $  95 m i l l i o n  i n  1981, and 
ZS , 1 4 1  m i l l i o n  i n  1982. These l a r g e  d e f i c i t s ,  due almost  e n t i r e l y  
t o  an e a s i n g  of  f o r e i g n  exchange r e s t r i c t i o n s  w i l l  be f inanced  by 
government purchases  of  go ld  from domest ic  mines.  Thus f o r e i g n  
r e s e r v e s  a r e  expected  t o  remain a t  c u r r e n t  l e v e l s  throughout  t h e  
p e r i o d .  

I t  shou ld  be no ted  t h a t  e s t i m a t e s  o f  o f f i c i a l  c a p i t a l  f lows 
con ta ined  i n  t h e  ba lance  of  payments p r o j e c t i o n s  a r e  n o t  n e c e s s a r i l y  
c o n s i s t e n t  w i t h  t h e  f inanc ing  needs expected  by budgetary  a u t h o r i t i e s .  
Thus i t  i s  p o s s i b l e ,  t h a t  f o r e i g n  borrowings t o  f i n a n c e  t h e  d e f i c i t  
w i l l  l e a d  t o  a  s u r p l u s  i n  c a p i t a l  and c u r r e n t  accoun t .  Consequent ly ,  
i n  o r d e r  t o  avo id  even g r e a t e r  i n c r e a s e s  i n  money s u p p l y ,  import  
r e s t r i c t i o n s  may be f u r t h e r  r e l a x e d ,  soaking  up sone of  t h e  excess  
demand, and a l lowing t h e  p r i v a t e  s e c t o r  t o  i n c r e a s e  investment  
spending .  

T h e r e f o r e ,  i f  s u f f i c i e n t  amounts of  c o n c e s s i o n a l  a s s i s t a n c e  a r e  
a v a i l a b l e  t o  Zimbabwe ove r  t h e  nex t  two f i s c a l  y e a r s ,  t h e  economy 
may be a b l e  t o  grow r a p i d l y  w h i l e  a t  t h e  same t ime being r e s t r u c t u r e d  
toward g r e a t e r  e q u i t y  wi thout  being s a d d l e d  w i t h  an onerous domest ic  
and f o r e i g n  d e b t .  What i s  presumably needed over  t h i s  p e r i o d  i s  
between USSSOO m i l l i o n  and US$ 1 ,000 m i l l i o n .  

C .  Summary Program J u s t i f i c a t i o n  

The Government of  Zimbabwe i s  under t ak ing  a  ve ry  d i f f i c u l t  
program of  r e v i t a l i z i n g  a  modern economy w h i l e  a t  t h e  same t ime  
r e s t r u c t u r i n g  t h a t  economy s o  a s  t o  ach ieve  g r e a t e r  e q u i t y .  Among 
t h e  u rgen t  needs which must be  met ,  a r e  a  demobi l i z ing  of  t h o s e  
p a r t s  of  t h e  l i b e r a t i o n  armies  n o t  i n c o r p o r a t e d  i n t c  t h e  r e g u l a r  
Zimbabwe armed f o r c e s ,  r e c o n s t r u c t i o n  o f  i n f r a s t r u c t u r e  d e s t r o y e d  
dur ing  t h e  f i g h t i n g  , ex tens  ion  o f  t r a n s p o r t ,  marke t ing ,  and e x t e n s -  
ion  s e r v i c e s  t o  t h e  TTLs, s e t t l e m e n t  o f  l a r g e  numbers of  sma l l  h o l d e r s  
i n  t h e  former commercial a r e a s ,  r a p i d  expansion of  h e a l t h  and edu- 
c a t i o n  s e r v i c e s ,  and s u b s t a n t i a l  i n c r e a s e s  i n  p r i v a t e  s e c t o r  i n v e s t -  
ment i n  o r d e r  t o  r e p l a c e  t h e  c a p i t a l  s t o c k  which grew o b s o l e t e  du r ing  
t h e  s a n c t i o n s  p e r i o d .  

Along w i t h  r e q u i r i n g  a  g r e a t  d e a l  of  i n g e n u i t y  t h e s e  programs 
w i l l  r e q u i r e  a  g r e a t  d e a l  o f  money. The most c r i t i c a l  s h o r t a g e  w i l l  
b e  i n  t h e  a r e a  of  goverment budgetary  r e s o u r c e s ,  bu t  s h o r t a g e s  of  
f o r e i g n  exchange w i l l  i n h i b i t  t h e  expansion and moderniza t ion  of  
t h e  p r i v a t e  economy. While t h e  proposed US g r a n t  of  $20 m i l l i o n  
d o l l a r s  w i l l  no t  be anywhere n e a r  enough t o  c l o s e  t h e  r e s o u r c e  gap ,  
i t  i s  u r g e n t l y  needed.  

While t h i s  proposed g r a n t  w i l l  n o t  go ve ry  f a r  i n  s o l v i n g  t h e  
government 's  f i n a n c i a l  problems,  it may have a  f a r  wider  p o l i t i c a l  
impact .  I n  t h e  long r u n ,  p o l i t i c a l  s t a b i l i t y  may depend on t h e  



a b i l i t y  of t h e  economy t o  r a i s e  income i n  t h e  l i n e  w i t h  e x p e c t a t i o n s ;  i n  
t h e  n e a r  t e r m ,  p o l i t i c a l  s t a b i l i t y  may depend more on t h e  p e r c e p t i o n s  of  
t h e  b l a c k  m a j o r i t y  t h a t  change i s  o c c u r r i n g .  Thus e v e r y  d i p  t a n k ,  r o a d ,  
s c h o o l ,  and c l i n i c  which we a r e  a b l e  t o  r e b u i l d ,  eve ry  i n c r e a s e  i n  
e x t e n s i o n  s e r v i c e s  due t o  o u r  f i n a n c i n g  o f  e x t e n s i o n  t r a i n i n g ,  is  l i k e l y  
t o  add t o  t h e  p e r c e p t i o n  t h a t  p r o g r e s s  i s  o c c u r r i n g .  These  changes  need  
t o  o c c u r  q u i c k l y  i f  t h e y  a r e  t o  have a  s t r o n g  p o l i t i c a l  impac t .  For  a l l  
t h e s e  r e a s o n s  t h e n ,  p o l i t i c a l ,  b u d g e t a r y ,  and b a l a n c e  of payments ,  i t  i s  
impor t an t  t h a t  t h e  U.S. p r o v i d e  t h e  proposed  $ 2 0  m i l l i o n  US a s  soon a s  
p o s s i b l e .  



I V .  Use of C o u n t e r ~ a r t  Local Currency 

A.  G O Z ' s  Immediate Local Currency Requirements 

In  d i s c u s s i o n s  w i t h  v a r i o u s  G O Z  m i n i s t r i e s  du r ing  t h e  p r e p a r a t i o n  
of t h i s  document, t h e  P U D  team l e a r n e d  t h a t  i n  excess  of $78 m i l l i o n  
f i n a n c i n g  i s  being r e q u e s t e d  by v a r i o u s  G O Z  m i n i s t r i e s  from t h e  GOZ 
Treasury  f o r  a  range  of  a c t i v i t i e s  which could  be under taken  d u r i n g  t h e  
p r e s e n t  GOZ F i s c a l  Year ( J u l y  1,  1980 - June  30,  1981) .  A d d i t i o n a l l y ,  
r e q u e s t s  have been r e c e i v e d  from t h e  M i n i s t r y  of Local Government and 
Housing f o r  more than  $26 m i l l i o n  t o  c o n t i n u e  c u r r e n t  a c t i v i t i e s ,  bu t  
f o r  which f i n a n c i n g  w i l l  be n e c e s s a r y  commencing J u l y  1, 1981. 

In  c o n s u l t a t i o n  w i t h  v a r i o u s  G O Z  m i n i s t r i e s ,  t h e  PAAD team 
i d e n t i f i e d  a c t i v i t i e s  i n  excess  of $38 m i l l i o n  which were most com- 
p a t i b l e  w i t h  mutual GOZ and USG s h o r t - t e r m  s t r a t e g i e s  and which would 
l i k e l y  commence i n  t h e  c u r r e n t  (FY 80-81) GOZ FY.  These a c t i v i t i e s  
f a l l  w i t h i n  t h e  broad  a g r i c u l t u r e ,  educa t ion  and heal th  s e c t o r s  and 
a r e  d i r e c t e d  t o  problems o f  r e s e t t l e m e n t ,  construction/reconstruction, 
and r e l a t e d  development a c t i v i t i e s .  The above f i g u r e  does n o t  i n c l u d e  
t h e  G O Z 1 s  FY 81-82 p h y s i c a l  r e c o n s t r u c t i o n  program, which a l o n e  w i l l  
r e q u i r e  i n  excess  of $ 4 1  m i l l i o n  commencing J u l y  1, 1981. 

Before moving t o  d i s c u s s i o n  of t h e  g e n e r a l  a r e a s  where t h e  AID- 
l o c a l  cu r rency  e q u i v a l e n t  w i l l  be d i r e c t e d  t o  address  broad s e c t o r a l  

c o n s t r a i n t s ,  two p o i n t s  a r e  worth n o t i n g .  F i r s t ,  a l l  GOZ pe r sonne l  
lauded t h e  AID cash  g r a n t  approach and they  were quick  t o  s t a t e  t h a t  
i n  l a r g e  measure t h e  s u c c e s s  o f  t h e  FY 1980 $20 m i l l i o n  Program Grant 
was due t o  t h e  prompt a v a i l a b i l i t y  of l o c a l  cu r rency  t o  t h e  G O Z  
o p e r a t i n g  m i n i s t r i e s .  Without e x c e p t i o n  a l l  GOZ pe r sonne l  emphasized 
t h e  need t o  c o n t i n u e  t h e  cash  g r a n t  approach s o  a s  t o  r e i n f o r c e  and 
c o n t i n u e  t h e  o p e r a t i n g  momentum g e n e r a t e d  and i n i t i a t e  suppor t ing  
developmental  a c t i v i t i e s  n e c e s s a r y  t o  t h e  s u c c e s s  of t h e  G O Z  r e s e t t l e -  
m e n t / r e c o n s t r u c t i o n  program. Second, USAID/Zimbabwe, t h e  GOZ and 
t h e  P . W  team f e e l  s t r o n g l y  t h a t  should  f u r t h e r  AID funds become 
a v a i l a b l e  t o  Zimbabwe any t ime b e f o r e  t h e  end of t h i s  FY (September 30,  
1 9 8 1 ) ,  such funds should  be t r a n s f e r r e d  a s  an amendment t o  t h i s  AID 
FY 1981 $20 m i l l i o n  Program Grant .  As can be  seen  from above t h e  
S e c t i o n  111. o f t h i s  Pape r ,  t h e  G O Z 1 s  f i n a n c i a l  needs f a r  exceed what 
i s  being provided  he reunder .  T h i s  PAAD could e a s i l y  have been w r i t t e n  
f o r  a  l e v e l  of $ 5 0  m i l l i o n  o r  more,  i f  such AID funds were ,  i n  f a c t ,  
a v a i l a b l e  f o r  Zimbabwe. 

B .  General  S e c t o r a l  C o n s t r a i n t s  

The PAAD team reviewed t h e  G O Z  a g r i c u l t u r e ,  educa t ion  and 
h e a l t h  s e c t o r s  and found t h a t  t h e  same broad c o n s t r a i n t s  were common 
t o  them a l l  and, f u r t h e r ,  overcoming t h e s e  c o n s t r a i n t s  was v i t a l  t o  
t h e  achievement of  immediate G O Z  r e s e t t l e m e n t  and r e c o n s t r u c t i o n  g o a l s .  
F a i l u r e  t o  address  t h e s e  c o n s t r a i n t s  now would a d v e r s e l y  a f f e c t  t h e  
G O Z ' s  a b i l i t y  t o  a t t a i n  i t s  long- te rm g o a l s .  



I t  should  be understood a t  t h e  o u t s e t  t h a t  a l though  t h e s e  con- 
s t r a i n t s  a r e  mentioned i n d i v i d u a l l y  below they  should  n o t  be viewed 
d i s c r e t e l y ,  r a t h e r  they  a r e  i n t e r r e l a t 6 d .  For example, t o  address  a  
s k i l l e d  manpower c o n s t r a i n t  r e q u i r e s  ( i n  t h e  c o n t e x t  of  Zimbabwe) ' 

f i n a n c i a l  r e sources  f o r  c o n s t r u c t i o n  of  t r a i n i n g  f a c i l i t i e s ,  m a t e r i a l s  
and equipment f o r  t h e s e  f a c i l i t i e s ,  a s  w e l l  as  a  curr iculum and s u f -  
f i c i e n t  and competent t r a i n e r s .  

The AID-generated l o c a l  cur rency under t h i s  Program w i l l  
address  t h e  fo l lowing s e c t o r a l  c o n s t r a i n t s :  

1. Shor tages  of  S k i l l e d  and P r o f e s s i o n a l  Manpower 

The t r a i n i n g  requi rements  of  t h e  G O Z  i n c l u d e ,  i n t e r  a l i a ,  
t r a i n i n g  f o r :  (a)  v i l l a g e  l e v e l  and c e r t i f i c a t e  l e v e l  e x t e n s i o n  
a g e n t s ,  (b) Af r i can  fa rmers ,  (c)  r e s e a r c h  t e c h n i c i a n s ,  (d) a g r i -  
c u l t u r a l  a s s i s t a n t s ,  (e) s o c i a l  s c i e n t i s t s ,  ( f )  warehouse management 
s p e c i a l i s t s ,  (g) s k i l l s  t r a i n i n g  ( e . g . ,  b r i c k l a y e r s ,  e l e c t r i c i a n s ,  
plumbers ,  c a r p e n t e r s ,  e t c . )  , (h) medical  a s s i s t a n t s ,  and ( i )  pr imary 
and secondary school  t e a c h e r s .  

2 .  Shor tages  of  P h y s i c a l  F a c i l i t i e s  

Among t h e  types  of f a c i l i t i e s  r e q u i r e d  by G O Z  t o  b e t t e r  imple-  
ment i t s  r e s e t t l e m e n t ,  r e c o n s t r u c t i o n  and r e l a t e d  development programs 
a r e :  (a)  f i e l d  l e v e l  e x t e n s i o n  t r a i n i n g  c e n t e r s ,  (b) q u a r t e r s  f o r  a  
h o s t  of v i l l a g e  l e v e l  e x t e n s i o n  workers ,  (c)  main i r r i g a t i o n  c a n a l s  
and l a t e r a l  c a n a l s ,  (d)  l i v e s t o c k  management c e n t e r s ,  ( e )  pr imary and 
secondary s c h o o l s ,  ( f )  warehouses ( f o r  d i s t r i b u t i n g  i n p u t s  a s  we l l  a s  
c rop  c o l l e c t i o n  p o i n t s )  , (g) c l i n i c s ,  (h) medical  s t o r e s ,  ( i )  h e a l t h  
t r a i n i n g  s c h o o l s  and ( k )  l i v e s t o c k  d i p  t a n k s .  

3 .  Other  

The GOZ f aces  s h o r t a g e s  of s p e c i a l i z e d  t e c h n i c i a n s  and p r o -  
f e s s i o n s  t o  address  p a r t i c u l a r  implementat ion and p lanning problems. 
These s e r v i c e s ,  many of which can be provided by t h e  Zimbabwean 
p r i v a t e  s e c t o r ,  could  be tapped f o r  a  v a r i e t y  o f  t h i n g s  i n c l u d i n g  
p r e f e a s i b i l i t y  and f e a s i b i l i t y  s t u d i e s ,  p r o j e c t  p r e p a r a t i o n  and t o  
supplement t h e  GO2 p u b l i c  s e c t o r ' s  t e c h n i c a l  and p r o f e s s i o n a l  r e s o u r c e  
base .  

C. Areas of  Concent ra t ion  f o r  AID- Local Currency Equ iva len t  

As mentioned above, t h e  PAAD team i d e n t i f i e d  r e s e t t l e m e n t ,  con-  
struction/reconstruction and r e l a t e d  development a c t i v i t i e s  f o r  which 
i n  excess  o f  $ 3 8  m i l l i o n  would be needed f o r  implementat ion dur ing  

FY 80-81. The GOZ M i n i s t r i e s  of  t h e  Treasury  and Economic Planning 
and Development concur i n  t h a t  t h e s e  a c t i v i t i e s  a r e  h igh  p r i o r i t y .  
There may be a d d i t i o n a l  a c t i v i t i e s  f o r  which t h e  above-ment ioned 
m i n i s t r i e s  a l s o  cons ide r  h igh  p r i o r i t y .  These m i n i s t r i e s  a r e  now i n  



t h e  p r o c e s s  of  examining a l l  t h e s e  a c t i v i t e s  and de t e rmin ing  t h e  mix 
of  an a s s i s t a n c e  package f o r  $20 m i l l i o n  which i t  c o n s i d e r s  most appro-  
p r i a t e .  T h i s  package i s  expec ted  t o  be s u b m i t t e d  t o  USAID/Zimbabwe 
d u r i n g  t h e  f i r s t  h a l f  of December 1980.  

I t  has  been agreed  by USAID/Zimbabwe and t h e  GOZ t h a t  t h e  focus  
of A I D  a s s i s t a n c e  w i l l  b e  i n  t h e  a r e a s  of  t r a i n i n g ,  c o n s t r u c t i o n ,  r e c o n -  
s t r u c t i o n ,  m a t e r i a l s  and equipment f o r  f a c i l i t i e s ,  and r e l a t e d  s u p p o r t i n g  
development a c t i v i t i e s  t o  a d d r e s s  c r i t i c a l  s e c t o r a l  c o n s t r a i n t s .  The 
p r e v i o u s  s e c t i o n  p r e s e n t e d  an i l l u s t r a t i v e  l i s t  of t h e  t y p e  of  t r a i n i n g ,  
construction/reconstruction, and o t h e r  a c t i v i t i e s  towards which t h e  AID- 
l o c a l  c u r r e n c y  e q u i v a l e n t  would p robab ly  be d i r e c t e d .  

The above a c t i v i t i e s  n o t  o n l y  a d d r e s s  key e q u i t y  and development 
c o n s t r a i n t s  which t h e  PAAD team b e l i e v e  a r e  of  c r i t i c a l  impor t ance ,  b u t  
t h e y  a r e  a l s o  t h e  same a c t i v i t i e s  t o  which t h e  GOZ g i v e s  h i g h e s t  p r i o r i t y .  
There  a r e  a d d i t i o n a l  advan tages .  We b e l i e v e  t h e s e  a c t i v i t i e s  can  be 
i n i t i a t e d  o r  c o n t i n u e d  prompt ly  and t h a t  funds  f o r  t h e s e  a c t i v i t i e s  w i l l  
b e  d i s b u r s e d  r e l a t i v e l y  quickly. The a c t i v i t i e s - - m o s t  of which shou ld  
p r i n c i p a l l y  a f f e c t  t r i b a l  a r e a s -  -have  a  "high v i s i b i l i t y "  i n  t h e  s e n s e  
t h a t  Zimbabweans w i l l  p e r c e i v e  t h a t  t h e  GOZ i s  t a k i n g  c o n c r e t e  a c t i o n  t o  
a d d r e s s  t h e  q u e s t i o n  o f  e q u i t y - - a n d  w i l l  t h e r e b y  c o n t r i b u t e  t o  t h e  
main tenance  of  p o l i t i c a l  s t a b i l i t y .  F i n a l l y ,  t h e s e  a r e a s  w i l l  a l s o  
p robab ly  b e  t h e  focus  of AID'S l o n g e r  term development s t r a t e g y  f o r  
Zimbabwe, which w i l l  be  a r t i c u l a t e d  i n  t h e  CDSS t o  be  completed e a r l y  
i n  1981. 



V .  Program Imp lemen ta t i on  

A .  F i n a n c i a l  Arrangements  

T h i s  program i s  d e s i g n e d  t o  f a c i l i t a t e  t h e  f l ow  o f  f i n a n c i a l  
r e s o u r c e s  t o  t h e  GOZ t o  e n a b l e  i t  t o  meet i t s  immediate  f o r e i g n  
exchange  and b u d g e t a r y  s h o r t f a l l s  a s  d e s c r i b e d  i n  S e c t i o n  111. of  
t h i s  p a p e r .  A c c o r d i n g l y ,  t h i s  g r a n t  w i l l  be d i s b u r s e d  t o  a  GOZ 
a c c o u n t  i n  a  U.S. bank s p e c i f i e d  by t h e  G O Z  i n  a  F i n a n c i n g  Reques t .  
The F i n a n c i n g  Reques t  w i l l  be  s u b m i t t e d  t o  AID w i t h i n  s i x t y  (60)  days  
from t h e  d a t e  o f  e x e c u t i o n  o f  t h e  Program Gran t  Agreement.  Given 
AID'S p a s t  e x p e r i e n c e  w i t h  t h e  GO2 it i s  a lmos t  a  c e r t a i n t y  t h a t  t h e  
F i n a n c i n g  Reques t  w i l l  b e  s u b m i t t e d  by t h e  GO2 s i m u l t a n e o u s l y  w i t h  
t h e  Program G r a n t  Agreement s i g n i n g .  

Because  t h e  G O Z 1 s  normal  q u a r t e r l y  f o r e i g n  exchange  and bud- 
g e t a r y  r e q u i r e m e n t s  ( s e e  S e c t i o n  111) s u b s t a n t i a l l y  exceed  t h e  f u l l  
amount of  t h i s  Gran t  ( $20 ,000 ,000 )  and t h e  u r g e n t  r e q u i r e m e n t  f o r  
f o r e i g n  exchange  f o r  t h e  G O Z ' s  r edeve lopmen t  p rog ram,  AID'S 
i n i t i a l  d i s b u r s e m e n t  w i l l  c o v e r  t h e  f u l l  amount o f  t h i s  G r a n t .  
T r a n c h i n g  o f  d i s b u r s e m e n t s  unde r  t h e  p r e s e n t  c i r c u m s t a n c e s  would 
s e r v e  no u s e f u l  p u r p o s e  and would have  a d v e r s e  consequences  on 
implement ing t h e  G O Z 1 s  s h o r t  t e rm r e c o n s t r u c t i o n ,  r e s e t t l e m e n t  and 
r e l a t e d  development  program g o a l s .  A s  shown i n  Annex C ,  t h e  G O Z  
ha s  d e m o n s t r a t e d  t h a t  it c a n  draw down s u b s t a n t i a l  f o r e i g n  e x c h a n g e - -  
w e l l  w i t h i n  t h e  ;-month d i s b u r s e m e n t  p e r i o d  recommended i n  Handbook 
IV, C h a p t e r  8 ;  a l s o  S e c t i o n  11. E .  amply d e m o n s t r a t e s  t h e  GOZ 
c a p a c i t y  t o  u t i l i z e  l o c a l  c u r r e n c y  q u i c k l y  and e f f e c t i v e l y .  The 
PMD team i s  c o n f i d e n t  t h a t  t h e  l o c a l  c u r r e n c y  g e n e r a t e d  h e r e u n d e r  
w i l l  be u t i l i z e d  w i t h  t h e  same h i g h  l e v e l  o f  competency a s  t h e  
FY 1980 320 m i l l i o n  g r a n t .  However, w i t h o u t  a  f i r m  commitment f o r  
t h e  f u l l  and immediate  a v a i l a b i l i t y  o f  AID1s f o r e i g n  exchange  
r e s o u r c e s ,  t h e  GOZ w i l l  n o t  b e  a b l e  t o  p u t  up t h e  f u l l  l o c a l  c u r r e n c y  
e q u i v a l e n t  t o  f i n a n c e  t h e  program d e s c r i b e d  i n  S e c t i o n  I V . ,  l e a d i n g  
t o  f u r t h e r  d e l a y s  i n  implement ing  t h e  G O Z ' s  s h o r t  t e rm  s t r a t e g y .  
T h i s ,  i n  t u r n ,  would d i m i n i s h  b o t h  t h e  economic and p o l i t i c a l  
r e t u r n s  t o  t h e  USG from t h e  a s s i s t a n c e  p r o v i d e d .  

Upon t r a n s f e r  o f  US d o l l a r  f u n d s  unde r  t h i s  G r a n t ,  t h e  GOZ 
T r e a s u r y  w i l l  e s t a b l i s h  a  S p e c i a l  Account which w i l l  c o n t a i n  t h e  
l o c a l  c u r r e n c y  e q u i v a l e n t  of  t h e  US d o l l a r  g r a n t .  Funds from t h i s  
a ccoun t  w i l l  b e  u s e d  t o  s u p p o r t  t h e  G O Z 1 s  r e s e t t l e m e n t ,  r e c o n s t r u c t i o n  
and r e l a t e d  development  a c t i v i t i e s  d e s c r i b e d  i n  e a r l i e r  S e c t i o n s  of 
t h i s  P a p e r .  The G O Z  T r e a s u r y  w i l l  a d m i n i s t e r  t h e  S p e c i a l  Account i n  
a cco rdance  w i t h  i t s  own f i n a n c i a l  and a d m i n i s t r a t i v e  p r o c e d u r e s ,  
which t h e  PA4D team can  a t t e s t  have  p roven  more t h a n  s a t i s f a c t o r y  
under  t h e  FY 1980 $20 m i l l i o n  g r a n t .  A l s o ,  t h e  GOZ i n  c o n s u l t a t i o n  
w i t h  USAID, w i l l  d e t e r m i n e  t h e  t i m i n g  and amount o f  f u n d i n g  f o r  
v a r i o u s  a s p e c t s  o f  t h e  programs f i n a n c e d  h e r e u n d e r .  E x p e r i e n c e  



under t h e  FY 80 $20 m i l l i o n  Program Grant has shown t h a t  t h i s  
f l e x i b i l i t y  i s  necessa ry  because o f :  (a )  t h e  magnitude and 
complexi ty of t h e  G O Z ' s  r e s e t t l e m e n t ,  r e c o n s t r u c t i o n  and r e l a t e d  
development program;(b)  t h e  importance of t h e  t iming of f i n a n c i a l  
and o t h e r  i n p u t s  under GOZ c o n t r o l ;  and (c)  t h e  f a c t  t h a t  o t h e r  
donor ' s  f u n d s - - a s  i n  FY 80--may n o t  be a v a i l a b l e  i n  a  t ime ly  
manner, which i s  l i k e l y  t o  c r e a t e  ''gaps" i n  t h e  program which w i l l  
be d i f f i c u l t  t o  e l i m i n a t e  i n  t h e  absence of GOZ f l e x i b i l i t y .  I n  
o r d e r  t o  meet such c o n t i n g e n c i e s ,  t h e  Agreement w i l l  permi t  t h e  
r e a l l o c a t i o n  of S p e c i a l  Account funds ,  wi th  US.4ID concur rence ,  
on a  case-by-case  b a s i s .  

B .  Program kloni tor ing 

AID w i l l  monitor  t h e  p r o g r e s s  of t h e  GOZ r e c o n s t r u c t i o n ,  r e s e t t l e m e n t  
and r e l a t e d  development program through q u a r t e r l y  f i n a n c i a l  r e p o r t s  
con ta in ing  t h e  fo l lowing in fo rmat ion :  

1. q u a r t e r l y  and cumulat ive d isbursements  by t h e  Treasury  
from t h e  S p e c i a l  Account; 

2 .  . f o r  each program o r  a c t i v i t y  funded from t h e  S p e c i a l  
Account, t h e  amount budgeted f o r  t h e  a c t i v i t y ,  d isbursements  made 
dur ing  t h e  q u a r t e r  and cumulat ive d i sbursement s ;  and 

3 .  a  g e n e r a l  d e s c r i p t i o n  of a c t i v i t i e s ,  goods,  s e r v i c e s ,  
s t r u c t u r e s  and/or  f a c i l i t i e s ,  e t c . ,  f inanced  dur ing  t h e  q u a r t e r .  

A I D  w i l l ,  of  c o u r s e ,  r e t a i n  t h e  r i g h t  t o  a u d i t  and i n s p e c t  a c t i v i t i e s  
f inanced from t h e  S p e c i a l  Account. 



VI. Nego t i a t ing  S t a t u s  and Covenants 

There a r e  no s i g n i f i c a n t  i s s u e s  o r  problems o u t s t a n d i n g  w i t h  
t h e  G O Z .  The AID exper i ence  under t h e  $20 m i l l i o n  FY 80 r a ; l l h a  
+3WH Cash Grant has  shown t h a t  t h e  GO2 f u l l y  unders t ands  cash g r a n t  
procedures  and has u t i l i z e d  t h o s e  funds s a t i s f a c t o r i l y .  Moreover, 
a s  i n d i c a t e d  by t h e  G O Z ' s  r e q u e s t  f o r  a s s i s t a n c e ,  t h e  Government 
h i g h l y  f a v o r s  t h e  program g r a n t  approach over  funding mechanisms 
used by o t h e r  donors .  The Program Grant Agreement i s  being p r e -  
pared by t h e  REDSO/EA RLA and w i l l  c l o s e l y  fo l low t h e  format  and 
con ten t  of t h e  FY 80 Agreement. 

The PAAD team f o r e s e e s  no o b s t a c l e s  t o  du ly  s i g n i n g  t h e  FY1981 
$20 m i l l i o n  Program Grant Agreement immediately a f t e r  adv ice  o f  
AID/\Vashington a u t h o r i z a t i o n ,  r e c e i p t  o f  f i s c a l  d a t a  and n o t i f i c a t i o n  
t o  proceed.  

BEST AVAILABLE COPY 



\ Annex A 
Ref. 

Ministry of Zinance , 
Private  Bag 7705, 

CBESEiJkY, 
Sa l i sbury ,  

Zimbabwe 

November 21, 1982 

Yr. Charles Grader, 
Director,  
Csited States -nay. fw Io t e r ae t i ope l  ,, 
Develobment i n  Zimbabwe, 
2 .  0. -bx HG 81, . 
H I G U T D S ,  
Sal isbury 

-Dear bk. Grader, 

In l i g h t .  o f  discussions between U.S. &bassy and A I D  
o f f i c i a l s  and o f f i q l a l s  of the hve rnnen t  of Zimbabwe regaznd- 
fng the  severe balance of peynents and budgetary s h o r t f a l l s  i n  
connexion with the r e o e t t l e ~ e n t ,  recons t ruc t ion  and r e l s t e d  
~ r o g T a m e s  i n  Zimbabwa, by means of t h i s  l e t t e r ,  t h e  Govern- .. 
meat of  Zimbabwe reques ts  i m e d i a t e  United S t a t e s  Government 
f i nanc i a l  a s s i s t ance ,  i n  the mount of U.S..$100 n i l l i o c ,  t o  
helg meet these s h o r t f a l l s  and finance programmes as ;reviously 
discussed. - 

Ve might a l so  take t h i s  opportunity t o  express the  
Gave-exit's appreciation for the speed and f l e x i b i l i t y  with 
which U.S. f i nanc i a l  assistance has been ~ r o v i d e d ,  most ?ar- 
titularly i n  respect  of the recent  U.S.SX) mil l ion  programme 
grant.  This form of ass is tance  has enabled t h e  Government t o  
comence urgen t  Dropamnee with g r ea t e r  ease than w e  e ~ e r i -  
enced w i n g  asaistaace, from other  a~urcea. 'lue therefore  a l so  
request  t h a t  your Gavem-aent continue t o  r o v i d e  f i nanc i a l  
ass is tance  on t h i s  bas i s  i n  the fu tu r e .  

Yours s i nce r e ly , ,  

SBCSSTARY TO THE TBML7RY 



The c r i t e r i a  1 i s ted  i n  Part A are appl icable general ly t o  FAA funds, and should be used 
i r respec t i ve  o f  the program's funding source. I n  Part B a d i s t i n c t i o n  i s  made between the 
c r i t e r i a  appl icable t o  Securi ty Supporting Assistance and the c r i t e r i a  appl icable to  
Development Assistance. Select ion of the appropriate c r i t e r i a  w i l l  depend on the funding 
source for  the program. 

A. GENERAL CRITERIA FOR COUNTRY 

P A G E  NO. 

3A(1)-1 

1. FAA Sec. 481. Has i t  been determined NO.  
tha t  the government of rec ip ien t  country 

ANNEX B 

3A(1) - COUNTRY CHECKLIST 

E F F E C T I V E  O I T E  
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has f a i l e d  t o  take adequate steps t o  
prevent narcot ics drugs and other con- 
t r o l l e d  substances (as defined by the 
Comprehensive Drug Abuse Prevention and 
Control Act of 1970) produced o r  pro- 
cessed, i n  whole o r  i n  par t ,  i n  such 
country, o r  transported through such 
country, from being sold i l l e g a l l y  
w i t h i n  the j u r i s d i c t i o n  o f  such country 
t o  U.S. Government personnel o r  t h e i r  
dependents, o r  from entering the U.S. 
un lawfu l ly? 

T R A M S .  w€MO mu. 
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. I f  assistance i s  t o  a 
the Secretary of State 

determined tha t  i t  i s  not  con t ro l led  by 
the in ternat ional  Conmnunist ~novment? 

I f  asslstdnce i s  t o  a 
government I lab1 e as 

debtor o r  unconditiondl guarantor on any 
debt to  a U . 5 .  c i t i z e n  fo r  goods o r  
services furnished o r  ordered where (a)  
such c i t i z e n  has exhausted avai lab le 
legal remedies and (b) debt i s  not 
denied o r  contested by such government? 

4. FAA Sec. 620(e)( l1. I f  assistance i s  
to  a government, has i t  ( inc lud ing 
government agencies o r  subdivisions ) 
taken any act ion which has the effec: 
of nat iondl iz ing,  expropriat ing, o r  
otherwise seizing ownership o r  ,control  
o f  property o f  U.S. c i t i z e n s  o r  e n t i t i e s  
b e n e f i c i a l l y  owned by them without taking 
steps t o  discharge i t s  ob l igat ions 
toward such c i t i z e n s  o r  e n t i t i e s ?  

5. FAA S ~ L .  oZO(f); App. Sec. 108. I s  
rec ip ien t  country a Comnunist country? 
W i l l  assistance be provided to  the 
Democratic Republic of Vietnam (North 
Vietnam), South Vietnam, Cambodia, o r  
Laos? 

Yes. 

No. 

No. 

No. 



6. FAA Sec. 620 i . I s  r e c i p i e n t  country i n  
d d  i n  (a )  subversion o f ,  o r  
m i l  i t a r y  aggression against,  the United 
States o r  any country rece iv ing U.S. 
assistance, o r  (b)  the planning of such 
subversion o r  aggression? 

A I D  HANOBOOK H8 4, App 3A 

Has the country per- 
t o  take adequdte 

TRAMS. MEMO NO. 

4:6 
P A C E  MO. 

3A(1)-2 

measures t o  prevent, the damage o r  
dest ruct ion,  by mob act ion,  o f  U.S. 
property? 

E F F E C T I V E  D A T E  
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8. FAA Sec. 620 1 . I f  the country has 
d t u t e  the investment 
guaranty program f o r  the spec i f i c  r i s k s  
o f  expropr la t lon,  I n c o n v e r t i b i l i t y  o r  
conf iscat ion,  has the AID Administrator 
w i t h i n  the past year considered denying 
assistance t o  such government for  t h i s  
reason? 

9. FAA Sec. 620(0); Fishermen's Protect ive 
c t  Sec f country has seized, o r  

w p e f r a l  t y  o r  sanct ion against,  
any U.S. f i s h i n g  a c t i v i t i e s  i n  
i n t e r n a t i o m l  .waters, 

a. has any deduction required by 
Fishermen's P ro tec t i ve  Act been made? 

b. has complete denial  o f  assistance 
been consldered by A I D  Admi n i s t r a t o r ?  

10. FAA Sec. 620(q); App. Sec. 504. (a )  I s  
the  r e c i p i e n t  country i n  defau l t  on 
I n t e r e s t  o r  p r i n c i p a l  of any AID loan t o  
tha t  country? (b)  I s  country more than 
one year i n  de fau l t  on i n t e r e s t  o r  
p r inc ipa l  on U.S. loan made pursuant t o  
program fo r  which funds appropriated under 
Approp. Act, unless debt was e a r l l e r  
disputed, o r  appropriate steps taken t o  
cure de fau l t?  

11. FAA Sec. 620 s . What percentage of 
d l  s fo r  mi 1 i t a r y  expendi- 
tures?- How-much o f  fo re ign  exchange 
resources spent on m i l i t a r y  equipment? 
How much spent for  the purchase of 
sophl s t i ca ted  weapons systems? (Considera- 
t i o n  o f  these po ints  I s  t o  be coordinated 
w i t h  the Bureau f o r  Program and Pol icy  
Coordl n a t l  on, Reglonal Coord i na t o r s  and 
HI 11 t a r y  Assistance S t a f f  (PPC/RC) . ) 

a) No. 

b )  No. 

No. 

Yes 

a) No. 

b') No. 

~ p p r o x i m a t e l ~  18% of the  budget i s  f o r  mi l i tary  
expenditures. Due t o  the  large number of former 
guer i l l a  forces now on mil i tary  payroll  as pa r t  
of the  G O Z t s  e f f o r t  t o  e i t h e r  in tegra te  o r  demo- 
b i l i z e  these forces. The amount of foreign ex- 
change spent on mi l i tary  equipment is  not known 
but believed t o  be low in  l i g h t  of the  GOZts 
reconstruction and resettlement p r i o r i t i e s  and 
l i t t l e  or  nothing i s  believed t o  be spent on 
sophist icated weapons systems. 



TRAMS. YEYO WO. E F F E C T I V E  O A T E  P A C E  NO. 
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12. FAA Sec. 620 t . Has the country 
d t i c  r e l a t i o n s  w i t h  the 
United s ta tes? I f  so, have they been 
resumed and have new b i l a t e r a l  ass is t -  
ance agreements been negot iated and 
entered i n t o  since such resumption? 

. . 
13. FAA Sec. 620 u . What i s  the payment 

d o u n t r y ' s  U.N. ob l iga t ions?  
1 f the country i s  i n  arrears, were such 
arrearages taken i n t o  account by the AID 
Administrator i n  determining the current  
AID Operational Year Budget? 

14. FAA Sec. 620A. Has the country granted 
sanctuary from prosecut ion t o  any I n d i v i -  
dual o r  group which has comnitted an act  
of i n te rna t iona l  te r ro r1  sm7 

15. FAA Sec. 659. I f  ( a )  m i l i t a r y  base i s  
located i n  rec ip ien t  country, and was 
constructed o r  i s  being maintained o r  
operated w i th  funds furnished by the 
United States, and ( b )  U.S. personnel 
ca r ry  out  m i l  i t a r y  operat ions from such 
base, has the President determined tha t  
the government o f  r e c i p i e n t  country has 

. . authorized regular  access t o  U.S. 
correspondents t o  such base? 

16. FAA Sec. 669. Has the country del ivered 
o r  received nuclear reprocessing o r  
enrictmnent equipment, mater ia ls  o r  
technology, without spec i f ied arrangements 
on safeguards, e tc .?  

17. FAA Sec. 670. Has the country de l ivered 
o r  recelved nuclear reprocessing, 
equipment, mater ial  o r  technology? I s  
the country not a "nuclear-weapon s ta te "  
as def ined i n  A r t i c l e  IX(3) o f  the Nuclear 
Non-Pro l i ferat ion Treaty and on which 
detonates a nuclear explosi  ve device? 

18. FAA Sec. 901. Has the country denied ' 
i t s  c i t i z e n s  the r i g h t  o r  oppor tun i ty  . . 

t o  emigrate? 

0. FUNDING CRITERIA FOR COUNTRY 

1. Securi ty Supporting Assistance Country 
C r i t e r i a  

a. FAA Sec. 5028. Has the Department o f  
State made f ind ings which ind ica te  t h a t  
the country has engaged i n  a cons is tent  
pa t te rn  o f  gross v io la t ions  of 
i n t e r n a t i o n a l l y  recognized human r i g h t s ?  
I f  so, i s  program i n  accordance w i t h  
p o l i c y  o f  t h i s  Section? 

No. 

As  a newly independent country, 
Zimbabwe only recent ly  joined t h e  
U . N .  and i t s  payment s t a t u s  is  
theref  o r e  not es tab l i shed .  

No. 

No 

No. Zimbabwe is  not  such a  s t a t e .  

No. 

No. 



b. FAA Sec. 531. I s  the Assistance t o  be 
furnished t o  a  f r iendly  country, organiza- 
t i o n ,  o r  body e l i g i b l e  t o  receive 
ass1 stance? 

c. FAA Sec. 609. I f  comnodities are t o  
be granted so tha t  sale proceeds w i l l  
accrue t o  the rec ip ien t  country, huve 
Special Account (counterpar t )  arrangements 
been made? 

A I D  HANOBOOK 4 ,  App 3A 

2. Development Assistance Country C r i t e r i a  

TRAMS. MEMO NO. a r ~ c  NO. 

3A(1)-4 

a. FAA Sec. 102(c), (d ) .  Have c r i t e r i a  
been establ ished, and taken i n t o  account, 
t o  assess comnltment and progress of 
country I n  e f f e c t i v e l y  i nvo lv ing  the poor 
i n  development, on such Indexes as: 
(1)  small-farm labor  In tens ive agr lcu l  ture, 
(2)reduced In fan t  mortal  i t y  , ( 3 )  popula- 
t i o n  growth, ( 4 )  e  u a l l  t y  of Income 
d l s t r l b u t l o n ,  and 75) unemployment. 

r 2 A 1977 
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b. FAA Sec. 115. W i l l  country be 
furnjshed, I n  same f i s c a l  yedr, e l  ther 
secur i t y  supporting asslstance, o r  Middle 
East peace funds? If so, has the Congress 
s p e c i f i c a l l y  guthorlzed such funds, o r  
i s  assistance f o r  populat ion programs, 
humanitarian a id  through in te rna t iona l  
organ1 t a t  ions, o r  regional programs? 

4:6 

c. FAA Sec. 116. Can It be demonstrated 
t h a t  contemplated asslstance w i l l  d i r e c t 1  y 
b e n e f i t  .the needy? I f  not ,  has the Depart- 
ment o f  State made f ind ings which ind ica te  
tha t  t h i s  government has engaged i n  a  
cons is tent  pa t te rn  o f  gross v i o l d t i o n s  of 
i n t e r n a t i o n a l l y  recognized human r i g h t s ?  

d. FAA Sec. 201(b)(5), ( 7 )  L (8) ;  Sec 2013; 
211(a)(4), (7). Describe extent  t o  which 
country I s :  

(1 ) Making appropriate e f f o r t s  t o  Increase 
food product ion and improve means fo r  
food storage and d i s t r i b u t i o n .  

(2)  Creat ing a favorable c l imate f o r  
fore ign and domestic p r i v a t e  
enterpr ise and investment. 

( 3 )  Increasing the p u b l i c ' s  r o l e  I n  the 
developmental process. 

Yes. 

The a s s i s t a n c e  i n  t h i s  c a s e  i s  i n  t h e  form of a 
program o r  cash g r a n t  under Handbook 4 ,  Ch. 8 ,  
r a t h e r  than  a  CIP g r a n t .  An amount of LC equ iva l -  
e n t  t o  t h e  d o l l a r  g r a n t  w i l l  be requ i red  t o  be  
depos i t ed  i n t o  a s p e c i a l  account f o r  agreed upon 
uses .  



( 4 )  ( a )  A1 loca t lng  ava i lab le  budgetary 
resources t o  devel opnent . N/A 

(b) D ive r t i ng  such resources f o r  
unnecessary m i l i t a r y  expenditure and N/A 
in te rven t ion  i n  a f f a i r s  o f  other f ree  
and Independent na t lons . 

P I G €  NO. 
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( 5 )  Making economic, soc la l  , and pol i t  i c a l  
reforms such as tax c o l l e c t i o n  irnprove- 
ments and changes i n  land tenure N/A 
arrangements, and maklng progress 
toward respect f o r  the r u l e  of law, 
freedom o f  expression and of the press, 
and recognizing the importance o f  
i nd iv idua l  freedom, initiative, 
and p r i v a t e  enterpr ise. 

TRAkS. MEMO NO. E F F E C T I V E  D A T E  
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( 6 )  Otherwise responding t o  the v i t a l  
econmlc, p o l l t i c a l ,  and soc ia l  con- 
cerns of 1 t s  people, and demonstrating N/A 
a c lea r  determinat ion t o  take 
e f fec t i ve  se l f -he lp  measures. 

e. FAA Sec. 201 (b) ,  211 (a) .  I s  the 
country anong the  20 countr ies fn which 
development assistance loans may be made 
i n  t h i s  f i s c a l  year, o r  among the 40 i n  N/A 
which development assistance grants (other 
than for  sel f-he1 p p ro jec ts )  may be made? 



E F F ~ I  r l v k  n r r ~  PA,;E NO.  
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The c r i t e r i a  I l s te i l  i n  Pdr t  A dre dppl 1 ~ d t l e  yellerdl l y  t o  t AA r u ~ r d i .  nrld btuulc) be ubed 
I r respec t  l v e  'of the progrdut's tun4 lnq b u u r ~ i ?  I r r  P d r t  U II c) I b t  IIIL t I O ~ I  I b ~llndt: bklween the 
c r l t e r l a  app l lcab le  t o  Secur i ty  Suppot t l r l c j  Asb~btdnce drld the c.r.lLet.lci dppl l c d b l e  t o  Develc)p~~er\ t  
Assistance. Se lec t ion o f  the appropr ld te  c r l t e r l d  w i l l  depend orr the tur~dlrrq bourcr f o r  the progrdm. 

CROSS-REFERENCES: I5 COUNTRY CHECKLIST UP 10 DATE? IUIiNTIFY. HA5 5TANDAkU ITEM CHECKLIST BEEN 
REV IEUEO? 

A. GENERAL CRITERIA FOR NONPROJECT ALLlbTANCE 

1. App. Unnumbered; FAA Sec 6 5 3 ( b )  Congress iona l  n o t i f i c a t i o n  on proposed F Y  8 1  
( a )  Descr ibe how corm, t t ees  A,,,,,.~(,~ id - a s s i s t a n c e  program has  been s u b m i t t e d  t o  Congress.  
t l ons  o f  Senate dnJ House hdvt! bee11 o r  
w i l l  be n o t t f  led  concerniny the nonproject 
asslstance; 

( b )  i s  d s s l s t d ~ ~ ~ a  wi th i f !  ( O \ ) e r a t ~ ~ n d l  
Year Budget) country o r  ln ter r ld t  l o t ~ d l  Yes. 
organ lzat lon d l l o c d t i o n  repor ted t o  the 
Congress ( o r  n o t  more than $1 ini l l i o n  
over t h a t  f l g u r e  p lus  l o % ) ?  

2 .  FAA Sec. 611 a L . I f  t u r t h e r  I e q l s -  
l a t l v e  ac t  10: fequ i r e d  w1 t h i n  rec l p i r n t  N/A* legislation 
country,  what i s  bas is  f o r  redsorlable 
expecta t ion thd t  such a c t l o n  w i l l  be 
cornplrted I n  t l a e  t o  p e n i t  o rde r l y  
acconpl Isharent o f  purpose o f  the 
assistance? 

3.  FAA Set. 209, 619. I s  dsbibtdnce Hmrr 
e f f l c f e n t l y  and effectively g iven throuyh 
reg lonal  o r  mrl t i  l a t e r d l  oryaf t izd t  I~ I~S?  
If so why I s  asslstance not so g iven? 
In formdt lon and concluslorr whether d s s i s t -  
ance wl 1 1 encourage reqtonal development 
programs. I f  dssistance i s  f o r  r~ttwly 
Independent count ry ,  i s  i t  turnibhed 
througn multilateral orgdcrizatluns o r  I n  
accordance w i t h  mu1 t l  l a t e r d l  pldns t o  * 

the rnaxtmuar extent  appropr ia te? 

4. FAA S e c .  001 ( d ) ;  (and Sec. 201 ( c ' )  f o r  
dewelowrent loans 1.  In format ion and 
~ o n ~ l u s l o n s  whether dss l s t d n i e  HI  I 1  
encourage e f f o r t s  o f  the courttry t o :  
(a )  Increase the f l ow  o f  i n te rna t i ona l  
t rade; (b)  f o s t e r  p r i v a t e  i n i  t i d t  l ve  
and coinpet1 t ion; ( c )  encouraye develop- . 
nent  and use o f  cooparat lves. c red l  t 
unions. and savlnys and lodn dsbot i idt lons; 

t d )  discourage lnonopol 1s t l c  prds t lces  ; 
a )  Improve- techn lcd l  e f f i c i e n c y  o f  

Indust ry ,  i g r l c u l  ture.  and comurce; and 
( f )  strengthen f r e e  labor  unions. 

Grant o f  FX and proposed u s e s  LC under t h i s  prpgram 
w i l l  f i n a n c e  key i n d u s t r i a l  i n p u t s ,  assist r u r a l  
i n f r a s t r u c t u r e  r e c o n s t r u c t i o n  and assist e d u c a t i o n  
and a g r i c u l t u r e  s e c t o r s .  Program c l e a r l y  w i l l :  
i n c r e a s e  f low of i n t e r n a t i o n a l  t r a d e ,  f o s t e r  p r i v a t e  
i n i t i a t i y ~ e  and compe t i t i on  i n  Zimbabwe's p r i v a t e  s e c t o r  
-o r i en ted  ecornony, encourake coopera . t ives  and c r e d i t  
i n s t i t u t i o n s ,  and improve. t e c h h i c a l  e f f i c i e n c y  i n  all 
a s s i s t e d  s e c t o r s .  Impact on monopo l i s t i c  p r a c t i c e s  
and l a b o r  unions  n o t  c l e a r  g iven  g e n e r a l  n a t u r e  o f  
program g r a n t ,  b u t  no adve r se  impacts  a r e  a n t i c i p a t e d .  



5. FAA Sec. 601 b . Informat ion and con- 
d a s r i s t a n c e  w l l l  encouraqe 
U.S. p r l v a t e  t rade and investment abroad 
and encourage p r i v a t e  U.S. p a r t i c i p a t i o n  
I n  fo re ign  assistance programs ( i n c l u d i n g  
use of p r l v a t e  t rade channels and the 
services o f  U .S. p r l v a t e  e n t e r p r i s e ) .  

AID HANOBOOK 4, App 3A 
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6. FAA Sec. 612[b); Sec 636Lhr. Descr ibe 
steps taken t o  assure tha t ,  t o  the 
maximum extent  poss ib le ,  the count ry  i s  
c o n t r i b u t i n g  l o c a l  cur renc ies  t o  meet 
t he  cost  of cont rac tua l  and o ther  services, 
and fo re ign  cur renc ies  owned by the Uni ted 
States are  u t i l i z e d  t o  meet the cos t  o f  
cont rac tua l  and o the r  servlces. 
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7. FAA Sec. 612fd).  Does the Uni ted States 
own excess fo re lgn  currency and, i f  so, 
what arrangements have been made f o r  i t s  
r e l  ease? 

0 .  FUNDING CRITERIA FOR NONPROJECT ASSISTANCE 

1. Nonproject C r l t e r l a  f o r  Secu r l t y  
Supportlnq Assistance 

a. FAA se t .  531. How w i l l  t h l s  asslstanue 
support p m t e  economl c o r  pol i t  l c a l  
s t a b i l i t y ?  I s  the country acllong the  12 
coun t r l es  I n  which Supporting Assistance 
may be provided I n  t h l s  f i s c a l  year? 

2. M n p r o j e c t  C r l t e r i a  f o r  Development 
Assl stance 

a. FAA Sec. 102(c);  Sec. 111; Sec. 281a. 
Extent t o  which a c t l v l t v  w i l l  (1) e f f e c -  
t i v e l  y l nvo l  ve the poor- i n  development, by 
extending access t o  economy a t  l o c a l  l e v e l ,  
increas ing l abo r - i n tens i ve  product ion,  
spreading investment ou t  f rom c i t i e s  t o  
small towns and r u r a l  areas; and ( 2 )  he lp  
develop cooperat ives , a s s i s t  r u r a l  and 
urban poor t o  he lp  themselves toward 
b e t t e r  1 1 fe, and o therwl se encourage 
democratic p r l v a t e  and l o c a l  goverment  
i n s t l t u t l o n s ?  

b. FAA Sec. 103, 103A, 104, 105, 106, 
107. I s  asslstance being made ava i l ab le :  - 
[Inc lude on1 y appl l c a b l  e paragraph -- 
e.g.. a, b. e tc .  -- which corresponds 
t o  sources of funds used. I f  more than 
one fund source i s  used f o r  asslstance, 
inc lude re levan t  paragraph f o r  each fund 
source.] 

- 
Program cash g r an t  of FX w i l l  b o l s t e r  economy gene ra l l y  
and permit increased importat ion of U.S. goods and 
s e rv i ce s  and investment i n  a  s t ronge r ,  p r iva te -sec tor -  
o r i e n t e d  Zimbabwe economy. U.  S. p r i v a t e  bus iness  organ- 
i z a t i o n s  have made v i s i t s  t o  Zimbabwe s i n c e  independence 
(Apr i l  1980) and t h e  U.S. A I D  program w i l l  improve t h e  
c l imate  f o r  U.S. business  i n i t i a t i v e s  i n  t h a t  country.  

Provis ions  i n  t h e  g r an t  agreement w i l l  r e q u i r e  t h e  
country t o  u t i l i z e  counte rpar t  l o c a l  cur renc ies  i n  mu- 
t u a l l y  agreed upon r econs t ruc t i on ,  t r a i n i n g  and sup- 
por t ing  development a c t i v i t i e s ,  thus  assur ing  t h a t  t h e s e  
resources  w i l l ,  t o  t h e  maximum ex t en t  pos s ib l e ,  be used 
t o  meet t h e  cos t  of con t r ac tua l  and o t h e r  s e rv i ce s .  

No 

This a s s i s t a n c e  w i l l  permit t h e  new GO2 t o  f u l f i l l  com- 
mitments made t o  t h e  expectant major i ty  regarding 
rese t t l ement ,  t r a i n i n g ,  r econs t ruc t i on ,  educat ion and 
o t h e r  a r ea s  a f f e c t i n g  t h e  q u a l i t y  of l i f e  i n  r u r a l  
a reas .  Given Zimbabwe's balance of  payment and bud- 
ge ta ry  s h o r t f a l l s ,  and t h e  expec ta t ions  of t h e  r u r a l ,  
P f r ican  major i ty ,  t h i s  program i s  e s s e n t i a l  t o  t h e  
count ry ' s  economic and p o l i t i c a l  s t a b i l i t y .  



(1) (1031 for dgriculture, rural drvelop- 
ment or nutrition; if so, extent to 
which activity is specifically designed 
to increase productivity and income of 
rural poor; [103A] if for agricultural 
research, is full account taken of 
needs of small farmers; 

AlDMANO8OOK 4, App 3A 

(2) [I041 for population planning or 
hedlth; if so, extent to which activity 
extends low-cost, integrated delivery 
systems to provide health and family 
planning services, especially to rural 
dreas and poor; extent to which assist- 
ance gives attention to interrelation- 
ship between (A) population growth and 
( 8 )  development and overall improvement 
in living standards in developing 
countries. Is activity designed to 
build motivatior~ for small faa~il ies in 
programs such d b  education ln dnd out 
of school, maternal and child health 
services, agriculture production, 
rural development, and assistance to 
urban poor? 

(3) 11051 for education, pub1 ic adn~inistra- 
tion, or human resources development; 
if 50, extent to which activity 
strengthens nonformal education, makes 
formal education more re1 evdnt, 
especially for rural fami lies and 
urbdn poor, or strengtherrs management 
capability of institutions enabling 
the poor to participate in development; 

T R A N S .  YCUO NO. E F F E C T I V F  G A T E  

(4) [I061 for technical assistance, energy. 
research. reconstruction, and selected 
development problems; if so, extent 
activity is: 

PAl - .E  NO. 

----- 4 :6 Nove~i~ber 2, 1977 --- 

(a) to he1 p a1 leviate energy problem; 

3A(2)-3 

(b) reconstruct ion after natural or, 
manmade disaster; 

(c) for special development problem, 
and to enable proper util ization of 
earlier U.5 ,  infrastructure, etc., 
ass1 stance; 

(d) for programs of urban development, 
especially small labor-intensive 
enterprises, marketing systems, and 
financial or other institutions to 
help urban poor partlcipate in 
econmlc and social development. 

(5) [I071 by grants for coordlnated pri- 
vate effort to develop and d issemlnate 
intermediate technologles appropriate 
for developlng countriks. 



c. FAA Sec. 207; Sec. 113. Extent to 
which assistance reflects a ~ ~ r o o r i a t e  

AGE NO. 

A(2)-4 

. .  . 
emphasis on: (1) encouraging development 
of democratic, economic, political , and 
social institutions; (2) self-help in 
meeting the country's food needs; (3) 
Improving avallabillty of trained 
worker-power in the country; (4 ) programs 
designed to meet the country's health 
needs; (5) other important areas of 
economic, political, and social develop- 
ment, including industry; free labor 
unlons. cooperatives. and Voluntary 
Agencies; transportation and comnunication; 
planning and public administration; urban 
development, and modernization of existing 
laws; or (6) integrating women into the 
recipient country's national economy. 

needs. desires, and capacities of the 
people of the country; utilizes the 
country's Intel 1 ectual resources to 
encourage institutional development; and 
supports civic education and training in 
skills required for effective participa- 
tion in goverqmental and political 
processes essential to self-government. 

EFFECTIVL DATE 

November 2, 1977 

e. FAA Sec. 201(b)(2)-(41 and - ( 8 ) ;  
Sec. 201(e); Sec. 211[a](l)-(3) and - ( 8 ) .  
Does the activity give reasonable promise 
of contributing to the development of 
economic resources. or to the increase of 
productive capacities and self-sustaining 
economlc growth; or of educational or 
other institutions directed toward social 
progress? Is it related to and consistent 
with other development activities, and 
will it contribute to realizable long- 
range objectives? 

TRfiNS. YEYO MO. 

4 :6 

f. FAA Sec. 201(b)(6); Sec. 211(a)(5), 
(61 Information and conclusion on 
possible effects of the assistance on U.S. 

AIDHANDBOOK 4, App 3A 

economy, wlth special reference to areas 
o f  substantial labor surplus, and extent 
to which U.S. comnodities and assistance 
are furnished in a manner consistent with 
improving or safeguarding the U.S. 
balance-of-payments posit ion. 

3. Nonproject Crlteria for Development 
Assistance {Loans only) - 
a. FAA Sec. 201(b)(l). Information and 
concluslon on availability of financinq 
f tom other f ree-worl d sou;ces, including 
private sources within the United States. 



b. FAA Sec . 201 ( b )  ( 2 )  ; 201 ( d l ,  
In format ion and conclusion on ( 1 )  capac- 
i t y  o f  the country t o .  repay the loan, 
i n c l  uding reasonableness o f  repayment 
prospects, and ( 2  ) reasonableness and 
l e g a l i t y  (under laws o f  country and 
United States) o f  lend ing and re lend inq 
terms o f  t he  loan. 

AID HANOBOOK 4 ,  App 3A 

amount of the loan exceeds $100~000, has 
count ry  subml t t e d  to  A I D  an dppl i c a t i o n  
f o r  such funds together w i t h  dssurances 
t o  Ind i ca te  t h a t  fuc~ds w i l l  be used I n  an 
economical 1 y and techn l c a l  l y  sound manner? 

E F F E C T I V E  O A T E  

Noveinber 2 ,  1977 

TRANS. MEMO NO.  

4 :6 

Tota l  amount o f  
i s  going d i r e c t l y  

P A G E  N O .  

3 A ( 2 ) - 5  

t o  p r i v a t e  en te rp r i se ,  i s  going t o  
in termedia te  c r e d i t  i n s t i t u t i o n s  o r  o the r  
borrowers f o r  use by p r i v a t e  enterpr ise ,  
i s  being used t o  f inance imports from 
p r i v a t e  sources, o r  i s  otherwise being 
used t o  f inance procurements from p r i v a t e  
sources? 

. 
4. Add i t i ona l  C r i t e r i a  f o r  A l l i a n c e  f o r  

Progress 

[ ~ o t e :  A1 1 iance f o r  Progress assistance 
should add the fo l l ow ing  two items t o  a 
nonproject check1 i s t . ]  

a. FAA Sec. 251 ( b ) ( l ) - ( 8 2 .  Does 
assistance take I n t o  account p r i n c i p l e s  
o f  the Act of Bogota and Charter o f '  Punta 
de l  Este; and t o  what ex tent  w i l l  the 
a c t l v i t y  con t r i bu te  t o  the economic o r  
po l  { t i c a l  I n t e g r a t i o n  o f  L a t i n  America? 

b. FAA S e c .  2 5 1 ( b ) ( 8 ) ;  251(h).  For loans, 
has there  been taken i n t o  account the - 
e f f o r t  made by r e c i p i e n t  na t i on  to  repa- 
t r l a t e  c a p i t a l  invested i n  o ther  count r ies  
by t h e i r  own c l t i z e n s ?  I s  loan cons i s ten t  
w i t h  the f i nd ings  and recomnendations o f  
t he  Inter-American Comnittee fo r  the 
A1 1 iance f o r  Progress (now "CEPCIES ," the 
Permanent Execut ive Comni t t e e  o f  the OAS) 
i n  i t s  annual review of na t i ona l  
development a c t i v i t i e s ?  



I s ted  below are i t d t u t o r y  Items w h l ~ h  nonl ldl ly w l l l  be covered rout  lne ly  i n  thobe provisions o f  
,n assistance agreement deal iny  w i t h  I t s  ~ ~ ~ ~ p l r n w c l t d t  ion, u r  cover-ed I r r  the oyr.etrllefrt by exclusiocl 
ds where ce r ta in  users o f  funds are pctn~t t t l rd,  but o ther  uie3 rror). 

T U 4 N 5  Y E W  NO 

\ID MAM- 4, App 3A 
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hese I terns are arranqed under the general hedd l n y i  o t  ( A )  Procura~unr  dnd ( U )  Otlrer Res t r i c t  ions. 

. . PROCUREMENT 

t F F b c  T l V t  O A T *  

In accordance with A I D  regula t ions  ( see  Country Check- 

 PAL.^ NO 

1 . FAA Sec . 602. Are there arrdrlgearr~ t h  to  l i s t  Item B. 1.c. above),  t h i s  Program Cash Grant does 
p e m l t  U.S. small bui iness to  p d r t i c i p d t e  not e n t a i l  t he  furnishing of s p e c i f i c  goods and se rv i ces ,  
equi tab ly  i n  the fu rn lsh lng  o f  goods and though U . S .  f irms including small businesses w i l l  not be 
services f  I nsnced? 

precluded from par t i ' c ipa t ion  i n  GO2 procurement. 

NuvwlQer- 2 .  I911 J A ( 3 1 - :  1 

2. FAA Sec. 604 a . U l l l  d l1  ion8rlodity 
d a n c t d  be f  rm the ~n i t e ~  In  accordance with A I D  regula t ions ,  funds provided under 
States except as otherwise deten~~i r red by t h i s  Program Cash Grant a r e  not t i e d  t o  U S  procurement. 
the Presldent or  under delegdt lon frocu 
him? 

3. FAA Sec. 604 b . W ~ l l  d l 1  coclclwditles 111 
N ,'A 

d e d  a t  pr ices nu hlgher thds 
the m r k e t  p r i c e  p reva l l l ng  I n  the UnlteJ 
States a t  t h e .  of purchdse? 

4 .  FAA Sec. 604(c) .  u i l l  a l l  a q r i c u l t u r d l  N/A. This i s  not a C I P .  The purchase of a g r i c u l t u r a l  
comnodltles ava l ldb le  f o r  d lspos i t ior r  commodities is  not being s p e c i f i c a l l y  financed under 
under the Agrlcul  t u r a l  Trsde Deve lo~wr r t  t h i s  Grant. 
h Assistance Act o f  1954, as duended, 
be procured i n  the United Stdtes u r ~ l r s s  
they are.not  avd l l i tb le  I n  the U ~ ~ l t e d  
States I n  s u f f l c l e n t  qudn t i t i es  to  supply 
emergency requ i rawnt3  o f  rec ip ien ts?  

5. FAA Sec. 604{d l .  I f  the cooperdtlng 
country dlscr lmindtes dqdinst U,S. N/A 
m r l n e  Insurance companies, w i l l  dyree- 
r e n t  requi re  that  nur ino insurdncr be 
p l a c d  I n  the United S t a t e s  Orb 

c m d l  t les  f lndnced? 

6. FAA Sec. 604 e . I f  o f fshore procure- 
d t u r d l  c m a o d ~  t y  or  p r o d u ~ t  See anwser t o  A . 4 .  above. 
i s  t o  be f l ~ n c e d ,  I s  there provision 
sgsl ns t  such procurement wher~ the 
domestic p r i c e  of such ~ o t m w d i t y  i s  l e s i  
than par1 t y ?  

7. FAA Sec. 604{f  . Are there drrdnyalents 
whereby a suppf ier w i l l  not receive N/A 
payment under the cocrmodi t y  I n t w r t  
program unless he/she has c e r t i f i e d  to  
such lnformdtlon as the Agency by 
regulat ion has prescribed? 

BEST AVAILABLE COPY 



8. FAA Sec. 608(a). W i l l  U.S. Goverrment . . 

excess personal property be u t i l i z e d  
wherever p rac t i cab le  i n  l i e u  of the 
procurement o f  new items? 

AID HANDeOOK 4, App 3A 

9. MMA Sec. 901 ( b ) .  (a )  Compliance w i th  
requtrement tha t  s t  l eas t  50 per centum 
o f  the gross tonnage of comnoditles 
(computed separately f o r  dry  bulk 
ca r r ie rs ,  dry  cargo I iners. and tankers) 
f l  nanced shal l  be transported on p r i  - 
vate ly  owned U.S.-flag comnerclal 
vessels t o  the extent tha t  such vessels 
are ava l lab le  a t  f a i r  and reasonable 
ra tes . 

T R A M S .  YEYO W G .  

4:6 
PAGE NO. 

3A(3 ) -2  

10. In ternat lonal  A i r  Transport. F a i r  
Competi t l v e  Pract ices Act, 1974 

E C f  C C T l v f  O A T =  

. November 2 ,  1977 

N/A. This Program Cash Grant provides f ree  FX t o  the  
GO2 and does not en ta i l  the  procurement of speci f ic  
goods o r  services,  including personal property. 

N/A. This Program Cash Grant provides f r e e  FX t o  the  
GO2 and does not en t a i l  the  financing of iden t i f i ab le  

I f  a i r  t ranspor ta t ion of  persons o r  
property I s  flnanced on grant  basis.  u i l l  air 
prov ls lon  be made tha t  U.S.-flag c a r r i e r s  
w i l l  be u t l l i z e d  t o  the extent such 
serv ice I s  ava i lab le?  

8. OTHER RESTRICTIONS 

1. FAA Sec. 620(h). 00 arrangements preclude 
promoting o r  ass is t i ng  the fo re ign  a id  Yes. 
pro jec ts  o r  a c t i v l t i e s  o f  Comnunist-Bloc 
countr ies, cont rary  t o  the  best i n te res ts  
of the United States? 

2 .  FAA Sec. 636 1 . Is f inancing p roh ib i ted  N/A 
h u t  waiver, fo r  purchase, 
l o n g - t e k  lease, exchange, o r  guaranty of 
sa le  o f  motor vehic le  manufactured 
outs ide the United States? 

3. W I l l  arrangement preclude use of 
f tnanclng: 

a. FAA Sec. 1 14. t o  pay f o r  performance Yes. 
o f  abort ions o r  invo luntary  s t e r i l i z a t i o n s  
o r  t o  motivate o r  coerce persons t o  
p rac t l ce  abort lons? t o  pay f o r  performance 
o f  Invo luntary  s t e r l l  i za t ions  as method of 
fami ly  plannfng o r  t o  coerce o r  prov ide 
any f l nanc la l  Incent ive t o  any person t o  
p rac t i ce  s t e r l l  l za t ioas?  

b. FAA Sec. 620 . t o  compensate owners 
fo r  expropria ted(z!tlonal ized property? Yes , 

c. FAA Sec. 660. t o  ffnance pol I ce  Yes. 
t r a i n i n g  o r  o ther  law e n f o r c m t  
assfstance, except f o r  narcotics programs? 

d. FAA Sec.  662. f o r  C I A  a c t i v i t f e s ?  Yes. 



Sec. 103. t o  pay pensions, e tc . ,  
;or i m o n n e ~  ? 

f. App. Sec. 106. t o  pay U.N. 
assesments? 

P A G E  NO. 

3A(3)-3 

g. App. S e c .  107. t o  carry  out provisions 
o f  FAA Sections 209(d) and 251 ( h ) ?  
( t rans fe r  t o  mu1 t i  l a t e r a l  organizat ion 
f o r  lending) .  

E F F E C T I V E  O A T E  

November 2 .  1977 AID HANOWOK 4 ,  App 3A 

4.  FAA Sec 201 d . I f  development loan, 
d e  a t  l eas t  2% per annun 

T R A N S .  YEYO NO. 

4 : 6  

dur ing grace period and a t  least  3% per 
annum thereaf ter .  Can the country 
borrower service the loan on harder than 
standard development loan terms? 

Yes. 

Yes. 

Y e s .  
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* For a breakdown of  commercial and industr ia l  imports p lease  

s e e  table 7 of the Monthly d iges t  of  s t a t i s t i c s .  
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ANNEX E 

SCHEDULE OF ACCOMPLISHMENTS EXPECTED 

as of December 31, 1980 

Attributable t o  A I D ' S  $20 million Cash Grant Program 

CATEGORY 

1. 70,000 winter vegetable packs distr ibuted.  Most packs planted 
and produce reaped. 

2 .  230,000 summer crop packs distr ibuted t o  refugees 

3. The water supply system for Nyamropa i r r iga t ion  scheme 
restored,  enabling 400 hectares of summer crop t o  be planted 
by 290 i r r iga tors .  Similar work a t  Tongwe and Makwe has 
resulted in some 240 families planting t h e i r  summer crops 

4. 85 of 113 Day Training Centers provided. The t o t a l  113 
Day Training Centers pennit the  refugee rehabil i tat ion 
training program t o  reach approximately 100,000 farming 
families. 

5. 110 of 218 vil lage level  extension workers housing provided. 

6. Water Supplies - 64 of 228 boreholes drilled/repaired and 
operating. 

7. Dips - 62 o r  124 dip  tanks brought back in to  operation 

8. Roads and Bridges - 178 of 372 kilometers of road reconstructed 
and 32 crossings completed 

9. Road Construction Equipment - A l l  equipment received--includes 
5-ton t r a i l e r s ,  2-wheeled t i p  t r a i l e r s ,  2-wheeled water 
bowsers, 2-wheeled fueled bowsers, towed graders, concrete 
mixers, compressors and stone crushers. A l l  items procured 
locally.  

10. Transport f o r  provincial schools - A l l  vehicles received. 

Amount 
Disbursed by 
Treasury 
( in  $ 0 0 0 ~ )  



ANNEX E 
Page 2 

11. Schools (Primary) - Reconstruction of a l l  684 primary schools 
completed. 

12. Mission Schools (Secondary) - Work i n i t i a t e d  on approximately 
25 o r  t h e  35 secondary schools t o  be reconstructed.  

13. Mission C l in i c s  & Hospitals  - 8 o r  17 Mission c l i n i c s  and 
h o s p i t a l s  reconstructed.  

14. Approximately 330,000 people fed. 

15. Buildings - 14 of 351 reconstructed.  Progress  slow and 
GOZ plans ,  with A I D  concurrence, t o  s h i f t  a l a r g e  por t ion  
of those  funds t o  o the r  c r i t i c a l  recons t ruc t ion  a c t i v i t i e s .  
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TABLE I 

REAL GROSS DOMESTIC AND NATIONAL PRODUCT PER CAPITA 

( Z S  m i l l i o n )  

( C u r r e n t  P r i c e s )  

Gros s  Domes t ic  P r o d u c t  2 , 0 0 8  2 , 1 6 8  2 ,210  2 , 3 3 1  2 ,627  

N e t  I n v e s t m e n t  Income 
P a i d  t o  O t h e r  C o u n t r i e s  -41 -52 -4 5 -35 -44 

Gros s  N a t i o n a l  P r o d u c t  1 , 967  2 ,117  2 ,165  2 ,296  2 ,583  

( C o n s t a n t  P r i c e s  i n  1965  $1 

Gross  Domes t ic  P r o d u c t  1 , 3 6 6  1 , 3 5 1  1 , 2 4 6  1 , 2 0 1  1 ,207  

Gros s  N a t i o n a l  P r o d u c t  1 , 3 3 8  1 , 3 1 9  1 , 2 2 1  1 , 1 8 3  1 , 1 8 7  

GDP p e r  c a p i t a  217 208 186  174  169  

GNP p e r  c a p i t a  213 203 182 17 1 166  

Sou rce :  R e s e r v e  Bank o f  Zimbabwe, Q u a r t e r l y  Economic and S t a t i s t i c a l  
Review ( S e p t .  1980)  

1/ P r e l i m i n a r y .  
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TABLE I1 

DOMESTIC PRODUCT BY INDUSTRY 
( Z S  mil l ion)  

Subsistence Agriculture 
Commercial Agriculture 
Mining and Quarrying 
Manufacturing 
E l e c t r i c i t y  and Water 
Construct ion 
Finance, Insurance, Real Es ta te  
Dis t r ibut ion  
Transportation and Communication 
Public Administration and Defense 
Education 
Other Services 

Tot a1 1,912 2,066 2,081 2,228 2,457 

Percentage Dis t r ibut ion  of Domestic 
Product by Industry 

Subsistence Agriculture 
Commercial Agricul ture 
Mining and Quarrying 
Manufacturing 
E l e c t r i c i t y  and Water 
Construction 
Finance, Insurance, Real Es t a t e  
Dis t r ibut ion  
Transportation and Communication 
Public Administration and Defense 
Education 
Other Services 

Tota l  100.0 100.0 100.0 100.0 100.0 

Source: Reserve Bank of Zimbabwe, Quarterly Economic and S t a t i s t i c a l  
Review (Sept. 1980) 
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TABLE 111 

DISTRIBUTION OF NATIONAL INCOME 

(ZS mil l ion)  

Wages and Salar ies  
Central Government 
Public Corporations 
Companies 
Other z/ 

Rent 
Gross Operating Prof it 

Public Corporations 
Companies 
Unincorporated Enterprises  
Other / 

Gross Domestic Income 1,912 2,066 2,081 2,228 2,457 

L e s s  ne t  Investment Paid Overseas -41 -52 -45 -35 -44 

Gross National Income 1,871 2,014 2,036 2,193 2,413 

Source: Reserve Bank of Zimbabwe, Quarterly Economic and S t a t i s t i c a l  
Review (Sept. 1980) -- 

1/ Provisional.  - 
2/  Includes l o c a l  government, f i nanc ia l  i n s t i t u t i o n s ,  unincorporated - 

en te rp r i se s ,  non-prof it making bodies and p r iva te  domestic serv ices .  

3/ Includes cen t r a l  and loca l  government and f inanc ia l  i n s t i t u t i o n s .  - 
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TPBLE: IV 

EXPENDITURE ON GROSS DOMESTIC PRODUCT 

( Z S  mi l l ion)  

P r iva t e  Consumption 
Durables 
Non-Durables 
Services  

Net Government Current Expenditure 
Gross Fixed Capi ta l  Formation 

P r iva t e  Sector  
Personal Sector  
Companies 
Other 

Publ ic  Sec tor  
Central  Government 
Local Government 
Publ ic  Corporations 

Increase  i n  Stocks 
S t a t i s t i c a l  Discrepancy 

Gross Domestic Expenditure 2,069 2,093 

Net Exports of  Goods and Services  -61 75 

Expenditures on Gross Domestic Product 2,008 2,168 

Source: Reserve Bank of Zimbabwe, g u a r t e r l y  Economic and S t a t i s t i c a l  
Review, (Sept. 1980) 

Cent ra l  S t a t i s t i c s  Off ice:  National Accounts of Zimbabwe 
Rhodesia. 1978 



Annex F 

TABLE 17 

HISTORICAL TRENDS I N  THE Z PIBABWE ECONOMY 

(1965 ZS m i l l i o n )  

Gross Gross  
Domestic F ixed  
Product  C a ~ i t a l  
(Market Formation 
P r i c e s )  (% o f  GDP) 

GDP p e r  
C a p i t a  

(Market 
P r i c e s  

Gross  
F ixed  
C a p i t a l  
Formation 

Annual 
Real  
Growth 
R a t e  (GDP 
p e r  c a p i t a )  

-1.2 
4 .3  

-1.2 
10.2 

0.5 
8 . 1  
5.5 

0 
5.7 

-4.5 
-4.7 

-10.3 
-4.9 
-2.3, 

I n f l a t i o n  
Ra te  

Source :  C e n t r a l  S t a t i s t i c a l  O f f i c e ,  N a t i o n a l  Accounts of Zimbabwe Rhodes ia ,  1978 
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TABLE VT 

ZIMBABWE: FLOW OF FUNDS ACCOUNTS 1978 

(ZS m i l l i o n )  

Gross Domestic 
Savings 

Government - 12 2 

P u b l i c  Corporat ions  7 4 

Companies 164 

F i n a n c i a l  I n s t i t u t i o n s  38 

P r i v a t e  Non-Pravide Making Bodies 2 4 

Pe rsona l  S e c t o r  213 

Net Ex te rna l  Borrowing -12 

Tot  a 1  380 

Investment 
Expendi tures  

Flow of 
Funds 

Source: Reserve Bank o f  Zimbabwe: p a r t e r l y  Economic and S t a t i s t i c a l  
Review, Sep t  . 1980 
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TABLE V I I  

EMPLOYMENT AND EARNINGS OF BLACKS 

S e c t o r  

BY SECTOR, 1966,  1971,  1977 

Number o f  Employees 
1966 1971 1977 

( thousands)  

A g r i c u l t u r e  and F o r e s t r y  272.0 305.3 342.3 

Mining and Quarry ing 45.7 54.1 57.4 

Manufacturing 68.5 104.3  126.9 

E l e c t r i c i t y  & Water 

Cons t ruc t ion  

F inance ,  I n s u r a n c e ,  Real  E s t a t e  2 .3  2.5 4 .0  

D i s t r i b u t i o n  38.7 46.3 52.4 

T r a n s p r t  and C o m u n i c a t i o n  15 .5  25.3 31.3 

P u b l i c  Admin i s t r a t ion  21.5 27.3 43 .3  

Education 24.5 24.4 29.5 

Hea l th  6.6 7 . 9  10.2 

P r i v a t e  Domestic S e r v i c e  95.7 114.0 123.0 

Othe r  S e r v i c e s  

Tota l /Average  

Real  
Average Earn ings  
1966 1971 1977 

( Z S  1974 p r i c e s )  

Source:  UNCTAD, Zimbabwe : Towards a New Order ,  UNCTAD/MFD/7, 1980 
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TABLE V I I I  

CONSOLIDATED CENTRAL GOVERNMENT ACCOUNTS 
( Z S  m i l l i o n )  

1977/78 
c t u  

Revenue 
Taxes on Income and P r o f i t s  
Taxes on Goods and S e r v i c e s  
Miscellaneous Taxes 

T o t a l  Taxes 
Revenues from Investments & 

Proper ty  
Fees 
Other 

T o t a l  Revenue 

Expenditure 
Recurrent Expenditure 

Goods and Serv ices  
S a l a r i e s ,  wages, al lowances 
Other 

T r a n s f e r s  
I n t e r e s t  
Subsidies  
P u b l i c  Corporat ions  
Pensions 
Grants and T r a n s f e r s  

C a p i t a l  Expenditure 
T o t a l  Expenditure 

Sudget Account D e f i c i t  ( + I  / 
S . ~ r p l u s  (-1 +60 +I35 +2 80 +353 

Repayments of Borrowings 8  6 61 5  5  8  7  
Long Term Loans and Investments 3  8  3  8  2  8  30 
Shor t  Term Loans ( n e t  i n c r e a s e  (+) 

o r  decrease  ( -1  3 3  - 3 - 6 7 
Cont r ibu t ions  t o  Sinking Funds 7  7  8  10 

T o t a l  Financing Requirements 223 2 38 365 490 

Financed by 
Domestic 5orrowing 

Treasury B i l l s  
Refinancing o f  Mature Debt 
Stock and Bond I s s u e s  

Foreign Loans 
Extraordinary Income 
I n t e r n a t i o n a l  a i d  
Other 
Loan Recoveries 
T o t a l  



TABLE V I I I  

Source: Zimbabwe, Government P r i n t e r ,  Financial  Statements,  1980; 
Cent ra l  S t a t i s t i c a l  Off ice ,  Supplement t o  t h e  Monthly Digest of 
S t a t i s t i c s  (Apr i l ,  1980) 

1/ Financing f o r  1980/81 can only be roughtly estimated. Given est imates  of - 
domestic l i q u i d i t y  some 2$200 mil l ion  w i l l  have t o  be r a i s ed  ex terna l ly .  
These funds w i l l  undoubtedly comprise both commercial c r e d i t s  and concessional 
assis tance.  
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TABLE IX 

ZIMBABWE : CENTRAL AND LOCAL GOVERNMENT DEBT 

(ZS million) 

Domestic Debt Domestic Total 
Year End of Local Debt Central Domestic Foreign Total 
Dec. 31 Government Government Debt Debt Debt - 

Debt 
GDP 

Source: Central S t a t i s t i c a l  Office, Supplement t o  the  Monthly Digest of 
S t a t i s t i c s  , April 1980 
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TABLE X 

ZIMBABWE: BALANCE OF PAYMENTS ACCOUNTS 

(ZS m i l l i o n )  

Merchandise Expor t s  
Merchandise Impor ts  
Net Yerchandise  Balance  

S e r v i c e  R e c e i p t s  
S e r v i c e  Payments 

N e t  S e r v i c e  Balance  
N e t  Inves tment  Income 
T r a n s f e r s  ( n e t )  

1977 - 1978 - 1979 
A C T U A L  

1980 1981  --  1982 
E S T I M A T E D  

C u r r e n t  Account Balance  -47.2 -20.1 -138.6 -52.1 -176.8 -277.2 

N e t  C a p i t a l  T r a n s a c t i o n s  C24.7 +67.9 +166.7 -41.2 81.6 136.0 
C e n t r a l  Government -5.6 67.7 118.0 -24.1 -56.2 5 .7  
P u b l i c  A u t h o r i t i e s  -1.7 -4.2 -6.2 3 .5  84.0 59.0 
Othe r  C a p i t a l  T r a n s a c t i o n s  32 . O  4.4 54 .9  -20.6 53.8 71.3 

T o t a l  C a p i t a l  and C u r r e n t  
T r a n s a c t i o n s  -22.5 47.8 28.1 -93.3 -95.2 -141.2 

Gold Purchases  
Va lua t ion  Adjustment  

Changes i n  Gold and Othe r  
Fore ign  A s s e t s  -3.9 +56.9 +53.3 +31.0 
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TABLE X I  

COMMODITY COMPOSITION OF IMPORTS AND EXPORTS 197 5-79 
(percentages) 

EXPORTS 

Food 
of which : 

Sugar (raw and ref ined)  
Naiz e 
Beef ( f resh  and frozen) 

Beverages and Tobacco 14.8 15.9 15.2 
of which : 

Tobacco (unmanuf a d u r e d )  (13.6) (14.8) (14.2) 

Crude Materials 
of which : 

Asbestos 
Cotton lint 

Metal Products 
of which: 

Nickel 
Ferrochrome 

o i l s  and f a t s ,  mineral fue l s  
znd chemicals 

Machinery and t ranspor t  equipment 3.4 2.5 2.4 

Other manufactured goods 13.6 13.7 15.1 

TOTAL 

IMPORTS 

3.1 Food 

Beverages and Tobacco 

Crude Materials 

Fuels,  Lubricants, E l e c t r i c i t y  

O i l s  and Fats  

Chemicals 

Machinery, Transport vehicles  

Other Manufactured Goods 

TOrAL 

Source: Data provided by Zimbabwean au thor i t i e s .  



ANNEX G 

Initial Evironmental Examination 

Project Location: 

Project Title: 

Fundina : 

Zimbabwe 

Zimbabwe Program Grant 

FY 1980 - $20,000,000 

Environmental Action Recommendation: Per Section 216.2 (c)(2) of 
the new regulations, an 
Initial Environmental 
Examinatiopis npt required 

Concurrence: 

Clearance: 

GC/AFR: EDragon :- Y 1 Date: I ' 

AFR/DR/SDP : BBoyd Date: 


