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UNITED STATES AGENCY FOR INTERNATION. rOEVELOPMENT 

MISSION TO ZIMBABWE 
I Pucoe A venue 
P.O. Boa 6988 
Harare, Zimbabwe 

GOARAH'1'Y AO'1'BOIUZATIOH 

Program No. 613-HG-004 

PROVIDED FROM: Housing Guaranty Authority 

FOR: Government of Zimbabwe 

Teln No. 24428 ZW 
Fax No. 722418 

Phones: 72063017 207 3917 207 57 

Pursuant to the authority vested in the Mission Director by 
the Foreign Assistance Act of 1961, as amended (FAA) and the 
delegations of author\ty issued thereunder, I hereby authorize the 
issuance tl') eligible U. S. investors (Investors) acceptable to 
A.I.D. of guaranties pursuant to Section 222 of the FAA of not to 
exceed United States Dollars Fifteen Million Only (U. S. 
$15,000,000) in face amount. The guaranties shall assure against 
losses as provided in the housing guaranty standard terms and 
conditions (22 C.F. R. Part 204) with respect to loans, including 
any refinancings thereof. These guarantied loans shall be made to 
the Government of Zimbabwe (Borrower) to support the provision of 
shelter-related infrastructure for the urban poor. 

These guaranties shall be subject to the following terms and 
conditions: 

1. Term of Guaranty: The loans and any refinancing thereof 
shall extend for a period of up to thirty (30) years from the date 
of each disbursement of the loans and may include a gl:'ace period of 
up to ten (10) years on repayment of principal, a grace period on 
repayment of interest, and such other terms and conditions as are 
agreed to by the Borrower and the Investor, subject to the approval 
of A.I.D. The guaranties of the loans shall extend for a period 
beginning with the first disbursement of the loans and shall 
continue until such time as the Investor has been paid in full 
pursuant to the terms of the loans. 

2. Interest Rate: The rate or rates of interest payable to the 
Investor pursuant to the loans shall not exceed the allowable rate 
of interest prescribed pursuant to Section 223(f) of the Foreign 
Assistance Act of 1961, as amended (FAA), and shall be consistent 
with the rates of interest g~nerally available for similar types of 
loans made in the long-term U.S. capital markets. 

3. fti: The fee of the UnitC'd States shall be payable in U.s. 
dollars and shall be equal to one-half of one per.cent (1/2%) per 
annum of the outstanding guarantied amount of the loans plus a 
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fixed amount equal to one percent (1') of the amount of the loans 
authorized or any part thereof, to be.paid as A.I.D. may determine 
upon disbursement of the loans. 

4. Other Terms and Conditions: The guaranty shall be subject 
to such other terms and conditions as A.l.D. may deem necessary. 

In accordance with the provisions of the Federal Credit Reform 
Act of 1990, I hereby authorize the obligation of United States 
Dollars Three Million Forty One Thousand ($3,041,000) to cover the 
subsidy cost of Authorization No. 613-HG-004 and for use of United 
States Dollars Fifteen Million ($15,000,000) in guaranty authority. 
Action must be taken to obligate these funds by no later than 
August 31, 1992 by issuance of a Letter of Advice. The guarantied 
loans must be disbursed by no later than September 30, 1997, after 
which time the obligated funds expire. 

:\OPU8\OOCS\ZIHBABWI.AU 

Tedlril.)~ 
Director 
USAID/Zimbabwe 

Date: rlfpJ. $/, /9'1:1.. 
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GUARANTY AUTHORIZATION (Authorization No. 613-HG-004) 
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Private Sector Housing 
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Borrower: Government of Zimbabwe 

Clearance: 
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POIS:PKBuckles 
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PRE/H:JSTEIN 
PRE/H:SG!OOINGS 
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UNITED STATES AGENCY FOR INTERNATIONAL DEVELOPMENT 
MISSION TO ZIMBABWE 

1 Pascoe Avenue 
P,O. 8016988 
Harare, Zimbabwe 

Hr. Bernc.\rd Chidzero 
Mini~lter 
Minist4Y of Finance 
Private Bag 7705 
Causeway 
Harare 
Zimbabwe 

Dear Sir: 

August 31, 1992 

Teln No. 24428 ZW 
Fu No. 722418 

PhoneE 720630/720739/720757 

This letter constitutes official notice that pursuant to the 
request of the Government of Zimbabwe for assistance, the Agency 
for International Development ("A.I.D.") has agreed to guarantee 
additional loans to the Ministry of Finance or such other financial 
institutions as the Government of Zimbabwe ("Borrower") and A.I.D. 
may agree, of up to Fifteen Million United States Dollars (US 
$15,000,000) to finance low-income shelter projects in Zimbabwe. 
This Guaranty is denominated 613-HG-004 and represents the first 
tranche of the US$50 million Housing Guaranty Program for private 
sector housing. 

The goal of this program is to increase the level of homeowners hip 
for low income households in Zimbabwe's urban centers. The program 
will increase low income household access to affordable shelter in 
urban areas. 

A.I.D.'s ~ommitment to guaranty a borrowing is valid for a period 
of twenty-four (24) months from the above date. If the borrowing 
has not taken place within the period specified, A.I.D. reserves 
the right to withdraw the commitment to guaranty. Attached to this 
letter is a statement of the terms and conditions cf the loan 
guaranty. We will continue to work with the Government of Zimbabwe 
on program implementation and look forward to working with you 
toward successful implementation of the program. ' 

Sincerely, 
1~A wi, 

(J)kI' I\) , ~ 
Ted D. Morse 
Director 
USAID/Zimbabwe 

,. 



INrO~TIOH SBBBT 

Zimbabwe Private Sector .Housing Program 
A.I.D. Program No. 613-HG-004 

BORRonER: Government of Zimbabwe 

A. Terms and Conditions: 

1. Term of Guaranty: The loans and any refinancing thereof 
shall extend for a period of up to thirty (30) years from the date 
of each disbursement of the loans and may include a grace period of 
up to ten (10) years on repayment of principal, a grace period on 
repayment of interest, and such other terms and conditions as are 
agreed to by the Borrower and the Investor, subject to the approval 
of A.I.D. The guaranties of the loan shall extend for a period 
beginning with the first disbursement of the loans and shall 
continue until such time as the Investor has been paid in full 
pursuant to the terms of the loans. 

2. Interest Rate: The rate or rates of interest payable to the 
Investor pursuant to the loans shall not exceed the allowable rates 
of interest prescribed pursuant to Section 223(F) of the Foreign 
Assistance Act of 1961, as amended (FAA), and shall be consistent 
with the rates of interest generally available for similar types of 
loans made in the long, term U.S. capital markets. 

3. ~: The A.I.D. fee shall be payable in U.S. dollars and 
shall be equal to one-half of one percent (1/2%) per annum of the 
outstanding guarantied amount of the loans plus a fixed amount 
equal to one percent (1%) o~ the amount of the loans authorized or 
any part thereof, to be paid as A.I.D. may determine upon 
disbursement of the loans. 

4. Selection of Investor: At a time agreed to by A.I.D. and 
the Borrower, A.I.D. will publish an announcement informing 
interested and eligible U. S. investors, as defined in Section' 
238(C) of the FAA, of the A.I.D. authorization and inviting such 
inv~stors to communicate with the Borrower directly. The text of 
such announcement will be agreed upon by A.I.D. and the Borrower· 
prior to its publication. 

5. Approval of Investor: A.I.D.'s concurrence in the selection 
of the Investor is necessary prior tn the Borrower's signing of 
each loan commitment. This concurrenc~ will be based upon receipt 
of copies of such proposals, including name, interest rate, related 
fees, special conditions, and the reasons for the Borrower's 
proposed selection as well as a copy of the commitment the Borrower 
proposes to sign. 
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6. Termination of Commitment: A.I.D.'s commitment to guaranty 
loans to the Borrower is valid for a period of 24 months from the 
date of this letter. Should the Borrower fail to execute a Loan 
Agreement within that period, A.I.D. reserves the right to 
terminate its commitment to guaranty. 

7. Other Terms and Conditions: The guaranty shall be subject 
to such other terms and conditions as A.I.D. may deem necessary. 

B. Implementation Documents 

1. Private Sector Housing Program Implementation Agreement, as 
amended, covering the project between Borrower and A.I.D. 

2. Loan Agreement (or equivalent agreement) covering the loan 
between Investor and Borrower. 

3. A loan-associated Paying and Transfer Agency Agreement, 
between the Borrower and the A.I.D.-approved Paying Agent (the 
Riggs National Bank of Washington, D.C.) to facilitate loan 
financing. 

4. Standard Terms and Conditions covering the guaranty of the 
loans between the Investor and A.I.D. 

: \OPUB\DOCS\ZIHBABHE. IS 
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1. EXECUTIVE SUtt1ARY 

1.1. Recommendation. 

USAID/Zimbabwe recommends approval of a US$77.68 million Zimbabwe Private 
Sector Housing Program to assist the Government of Zimbabwe in developing a 
more supportive policy enabling environment for sustainable delivery of low 
income housing. The program has three components: (i) a US$50 million u.s. 
Housing Guaranty (HG) loan; (ii) a US$25 million Non-Project Assistance (NPA) 
cash grant from the Development Fund for Africa (DFA); and (iii) US$2.68 
million in DFA grant resources for technical assistance. 

Terms on the fixed rate HG loan are approximately 8.25 percent over thirty 
years with a ten year grace per:od on the principal. Unlike traditional 
housing construction programs, the HG dollar loan funds will not be disbursed 
directly to build houses; they will be combined with the NPA cash grant funds 
and complemented with technical assistance to support housing sector policy 
refQrm initiatives designed to create a more supportive economic policy 
environment for sustainable low income shelter delivery. The proposed policy 
reforms, their sequencing, and their timing are discussed in Section 6.4. 

The first year requirement for program cash grant funds (US$10 million) will 
be met with African Economic Policy Reform Program (AEPRP) funds. The 
remaining requirements will be met with Mission FY 1993 (US$5 million) and FY 
1995 (US$lO million) Operating Year Budget (OYB) resources. 

1.2. Proiram S!lppary 

1.2.1. Objectives 

The proposed program goal is to increase the level of home ownership for low 
income household. in Zimbabwe's urban centers. ine program purpose is to 
increase low income household access to affordable shelter in urban areas. 
nle objectives are supportive of Zimbabwe's Economic Structural Adjustment 
Program (ESAP) goal of reducing the role of Government (and the resulting 
fiscal deficit) and increasing reliance on market forces, while stimulating 
indigenous construction capacity and employment. 

1.2.2. Constraints Addressed 

The propo.ad program will address inappropriate sector policies identified 
during program analysis which presently impede the delivery of affordable low' 
income housing in Zimbabwe, including: (i) lack of foreign.excha~ge for plant 
and equipment in the building materials industry, resulting in limited 
quantities of high priced materials available only after long delays, thereby 
increasing the costs of housing construction; (ii) inadequate incentives for 
attracting private financial resources into low income mortgage lending, 
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reRultinl in limited financing available to low income households; and (iii) 
regulation. and building standards which make shelter unafordable to the 
majority of low income wage earners and thus discourage private participation 
in site development. 

The proposed program conditionality, designated uses of program derived 
foreign exchange and local currency, and technical assistance are designed to 
address the above cited constraints in all three sub-sectors simultaneously, 
as resolution in only one or two of the areas, while necessary, would not be 
sufficient to achieve program objectives. 

1.2.3. Expected Outputs and End of Prolram StatUi 

The Program outputs will be policy reforms. In-depth implementation 
feasibilty assessments conclude that implementation of the proposed policy 
reforms should result in the following conditions at the end of the program: 

(a) Increased production of more affordable housing for low income 
households, as a result of reduced building and site development 
standards; 

(b) Increased levels of private sector financing for low income mortgages, as 
a result of the introduction of new financial instruments and a modified 
financing incentive structure; 

(c) An increased role for the private sector in housing construction finance, 
as a result of greater reliance on private developers, planners, and 
builders; 

(d) Expanded productIon of lower cost building materials and more employment 
opportunities, as a result of increased efficiency and capacity in the 
private construction and building materials industries; and 

(e) A broadening and deepening of the financial sector through the creallon 
of new financial instruments and competition that will facilitate 
expanded investment and growth. 

Primary beneficiaries will include approximately 43,200 low income households 
who will have increased access to mortgage financing for purchasing housing, 
and who will find more affordable units a~ailable as a result of changed 
policie. and regulations which are expected to reduce construction costs by at 
lea~ 40 percent. Semi-skilled and un-skilled workers will benefit from the 
creation of at least 8,000 new jobs. Indigenous businessmen will have greater 
opportunity for participating in construction activity. 

1.2.4. Prolram StratelY 

There are three key aspects to the program's planned financial sector 
assistance strategy. The first aspect relates to the policy environment. 
Program resources will be disbursed based up~n completion of key policy and 
regulatory changes required to improve the enabling environment for 
sustainable low income shelter production, financing, and delivery. Technical 
assistance will be provided in concert with policy reviews to examine the 
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merit. of introducing new financial instruments and systematic financial 
sector change. in the medium term that will optimize the investment of private 
sector savings and investment into low income housing. 

The second aspect of the design strategy relates to the uses of the program 
resources once disbursed, and responds to a "transitional" need for illlDediate 
resource requirements in the sector while the policy change. help the 
financial system develop mechanisms to attract new capital and ensure low 
income mortgage lending on a sustainable basis over the longer term. 

The U.S. dollars disbursed upon initiation of policy reforms will accomplish 
two shorter term. "transitional" phase objectives: (1) provide immediate 
foreign exchange support for imports; and (2) trigger the availability of 
local currency counter deposit resources. The local currency counter deposits 
will provide: (a) immediate resources for the National Housing Fund to 
produce lower cost, affordable primary structures; and (b) immediate liquidity 
to the private Building Societies to enable them to maintain low income 
mortgage lending during the high inflation period accompanying economic 
structural adjustment. 

The local currency support for the building societies is referred to as a 
"transitional" measure because it is expected that once economic structural 
adjustment measures bring inflation under control, low income mortgage rates 
can be deregulated, and building societies will be able to raise their own 
private finance at rates that allow for affordable low income mortgage lending. 

The third aspect of the strategy relates to longer term objectives and 
recognizes the housing financial sector as the entry point to analyze the 
policy constraints that may hinder financial sector deepening and promotion of 
more competition in the financial sector in general. 

The program design has been developed in concert with the Government and the 
private sector. The proposed policy changes and interventions are based upon 
extensive discussions and negotiations with GOZ officials, including: the 
Reserve Bank of Zimbabwe (RBZ), the Ministry of Finance (MOF), the Ministry of 
Public Construction and National Housing (MPCNB) , the Ministry of Local 
Government, Rural and Urban Development (MLGRUD), the Ministry of Education 
and Culture (MEC), the Ministry of Industry and Commerce (MIC), the Surveyor 
General, and numerous local authorities. 

Discussions with the private sector have included: the building societies, 
the con.truction industry, land surveyors, urban planners, housing developers, 
real estate corporations, engineers, quantity surveyors, discount houses, 
commercial banks, merchant banks, and industrial concerns which provide 
employee housing. USAID also met with cooperative groups and held a series of 
focus group meetings with low income households to ascertain their concerns 
and perceivecl needs. 

Government commitment at the highest levels to carrying out the reforms 
proposed herein is evident from the considerable changes advocated in dialogue 
with the GOZ which have been already initiated. Some minimum housing 
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standards have been reduced and the role of the private building societies in 
the provision of low cost shelter has been significantly expanded. 
Appropriate building technologies have been accepted, and Government now 
recognizes that the private sector is an eql~l partner in the provision of 
shelter for the urban poor. 

1.2.5. Financial Plan 

As shown below, it is planned that, subject to the availability of funds and 
mutual agreement of the Parties to proceed with the Program, A.I.D. program 
resources totalling US$77.68 million will be obligated in three tranches over 
the five year life of the Program, oa¥ed upon Government of Zimbabwe (GOZ) 
implementation of proposed policy changes affecting the low income shelter 
sector. 

Planned Obliiations 

TRANCHE 1: (a) US$15 m. in HG Loan resources, 
1992 (b) US$lO m. in Cash Grant resources, 

(c) US$ 2.68 m. in TA Grant resources 

TRANCHE 2: (a) US$20 m. in HG loan resources, 
1993 (b) US$ 5 m. in Cash Grant resources 

TRANCHE 3: (a) US$15 m. in HG loan resources, 
1995 (b) US$lO m. in Cash Grant resources. 

The table below shows for the HG Loan and Cash Grant resources the U.S. dollar 
and local currency counter deposit (c.d.) commitment plan, based on an 
illustrative currency exchange rate of US$l.OO • Z$5.00. Throughout the life 
of the program, the local currency requirements will be calculated using the 
highest rate of exchange which, as of the dat~ of the U.S. dollar 
disbur~ement, is not unlawful in Zimbabwe, unless A.I.D. otherwise agrees in 
writing. 

As shown, it is expected that Program loan resources from a US$50 million HG 
will be released in three tranches (US$15 million in Year I, US$20 million in 
Year 2, and US$lS million in Year 4) over the five year life of the Program. 

The Program ~lso plans to provide US$25 million in cash grant funds to be 
disbursed simultaneously with the loan funds in three tranches (US$lO million 
in Year I, US$5 million in Year 2, and US$lO million in year 4) over .the five 
year life of the Program. 

The cash grant funds will be matched with a counter deposit of local currency 
to beuEod -- along with GOZ counter deposits from the HG loan, and in 
combination with matching Building Society resources -- to fund low income 
mortgages, and to fund a USAID established and administered Trust Fund. 

US$2.68 million in grant resources a~so will be provided under a separate 
Project Grant Agreement for technical assistance and training. 

http:US$77.68
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3 
l2.2!t 

5 
ll9j 

TOTAL 

-----------------------------------------------------------------------------
us. thru OGIL: 
(m) AID HG Loan 15.0 

AID Cash Grant 10.0 
20.0 
5.0 

zj tbrll. Natignal UI.UUi inl Eund (NHEl 
(m) GOZ HG c.d. 35.0 50.0 

GOZ Budget zs...n zs...n 
SUB-TOT 2.O.....Q ll.a.Q 

~~ tb[U Buildinl Sod~.t.ill 
(m) GOZ HG c.d. 40.0 50.0 

GOZ CG Cod. 45.0 22.5 
BS 8.h.Q ~ 

SUB-TOT l1.O.....Q lllJl 

zi tQ A.I.D. Manalement I[ust Eund 
(m) GOZ CG c.d. ~ .w 

SUB-TOT ~ U 

TOTAL Z$ ~ 

zs...n 
zs...n 

15.0 
10.0 

40.0 
zs...n 
2.S...Jl 

35.0 
45.0 
B..Q.J2 

.lliL..Q 

5....D 
5....D 

zs...n 
.2.5.....Q 

50.0 
25.0 

125.0 
.lli...Jl 
lli....Q 

125.0 
112.5 
.2.lU 
llS...Jl 

u....s. 
l2.....5. 

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

1.2.6. Resgurce Use and Elgw of Eund. 

The U 0 S. dollar Program resources will be made generally avail· !) Ie to finance 
imports on the Open General Import License (OGIL). The GOZ will provide an 
equivalent amount in local currency for low income plot development and for 
mortgage financing through the Building Societies. The private Building 
Societies' resources will match the GOZ local curency allocated for low income 
mortgage financing. 

The flow of funds is diagrammed in the Chart on the following page. The local 
currency amounts shown are illustrative and are based on an official currency 
exchange rate of US$l.OO ~ Z$S.OO. As noted above, throughout the life of the 
Program. lde local currency requirements will be calculated using the highest 
rate of exchange which, as of the date of the U.S. dollar disbursement, is 'not 
unlawful in Zimbabwe, unless A.I.D. otherwise agrees in writing. 

A. U.S. DQllar Eunds 

As shown in box 2a, once d\sbursed, the U.S. dollar loan and cash grant funds 
will be placed in special, non-commingled, intere.t bearing accounts to 
generally support imports on the Open General Import License (OGIL). 
Procedures for tracking the U.S. dollar disbursements are found in Sections C 
and Of below. 
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A • • hOWD in Box 3. aLmultaneously with each of the U.S. dollar disbursements. 
the GOZ will make counter deposita of the local currency equivalent into 
special. non-commingled interest bearing account •• 

B. GOZ Counter Deposit to the BG Loan Funds 

As shown in Box 4a. half the local currency equivalent of the HG loan funds 
(Z$35 million in Year 1; Z$SO million in Year 2, and Z$40 million in Year 4, 
for a total of Z$125 million over the five year life of the Program) will be 
channeled from the initial Special Local Currency Account to another Special 
Account in the National Housing Fund to be used exclusively for financing the 
servicing of plots and construction of a minimum support st.t'ucture. 

As shown in Box 4b, the local currency counter deposit resources will be 
complemented with the GOZ's normal budgetary support (at least Z$125 million 
over the life of the Program channeled to the NHF exclusively for low income 
housing construction finance). 

Since the NHF resources will be recycled every 24 months (Box 6), the Program 
impact with respect to development of serviced plots will extend far beyond 
the five year scope of the program; ultimately. thousands of plots will be 
developed from the initial infusion and recycling of Program related resources. 

As shown in Box 4c, the GOZ will transfer from the Special Local Currency 
Account the other half of the local currency equivalent of the U.S. dollar HG 
funds (ZS40 million in Year 1; ZS50 million in Year 2, and Z$35 million in 
Year 4, for a total of Z$125 million over the five year life of the Program) 
to separate Special Accounts in the private Building Societies. 

C. GOZ Counter Deposit to the Cash Grant Funds 

As referenced above and shown in Box 3, simultaneously with each U.S. dollar 
cash grant disbursement, the GOZ will make a counter deposit of the equivalent 
amount of local currency (Z$50 million in Year 1, Z$25 million in Year 2, and 
Z$50 million in Year 3, for a total of Z$125 million ove~ the life of the 
Program) into a non-commingled interest bearing account Special Local Currency 
Dollar Account. 

From the Special Local Currency Account, two transfers will take place: (i) 
ZSll2.5 million will be transferred, as shown in Box 4d, to separate, 
non-commingled, interest bearing Special Accounts in the private Building 
Societiea after the Building Societies have obtained "matching" amounts froln 
commercial financial markets (borrowed at market rates), as described below 
(Box 3a); and (ii) Z$l2.5 million will be transferred to a separate special, 
interest bearing A.I.D. administered Trust Fund Account. 

D. Buildina Societies' Resources 

The GOZ local currency counter deposit resources made available to the 
Building Societies as a result of disbursement of the HG and cash grant 
resources combined (Z$S5 million in Year 1. ZS72.5 million in Year 2, and Z$SO 
million in Year 4) are to be blended wi.th the Building Socie ties' "ma tching" 
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resource. (Z$237.5 million) borrowed at market rates (presently 25 percent) to 
bring the averale coat of funda to the Societies to half the market rate 
(currently 12.5 percent). 

As shown in Box 5. the ''blending'' procedure will allow the total amount of 
program related and commercially borrowed resources (as much as Z$475 million 
using the illustrative interest rate structure) to be on-lent to low income 
households at the prevailing low income mortgage rate (presently 15 percent). 
with the Building Societies receiving only their normal 2.5 percent spread to 
cover administrative costs. 

Should the low income mortgage rate rise or should the interest on market rate 
resources increase. the amount of "matching" funds the Building Sociaties 
would be required to borrow at commercial rates would have to be adjusted. 
However, the operational principal would continue to be to on-lend tho 
resources at the low income mortgage rate prevailing at the time of the loan. 

1.3. Reponse to A.I.D./Washiniton Guidance 

1.3.1. PID Review 

The ECPR review for the proposed Prngram Project Identification Document (PID) 
was held on December 6, 1991. The Mission has addressed all concerns 
transmitted in the PID ECPR Guidance cable, as referenced or summarized below. 

(a) Zimbabwe Bilateral Proiram Focus - The ECPR guidance required that the 
PP/PAAD provide a plan for how the bilateral program would be focussed on no 
more than three sectors for intervention and indicate the degree of 
involvement of other Mission staff in the proposed housing program. A summary 
of the Mission's program strategy is presented in Section 3.3. USAID 
management is discussed in Section 8.2. 

(b) Use of AEPRP For the Housina Sector - The ECPR conveyed its concern that 
absent a sufficiently strong justification with respect to benefits for the 
poor, there was a good possibility that Congress would object to the use of 
DFA funds in a sector, Le., "housing", not specifically identified in the 
legislation. It was recommended that a Congressional Notification highlight 
the expected impact of the Program upon the poor and provide the opportunity 
for any congressional objection. 

The Mis.ion submitted a Congressional Notification which identified the 
potential progr~ benefits to the poor. The notification also noted the 
expected job creation aspects of the Program, which demonstrates that the 
choice of sector is entirely consistent with the language of the HAC" Report 
for the unenacted FY 1992 Appropriations Act quoted in the ECPR guidance 
cable. The Congressional Notification expired on August 2S, 1992, with no 
objection. 

(c) Proaram Assistance Leyel - The ECPR guidance indicated that if the grant 
portion of the Program required more thAn the US$10 million of AEPRP funds 
available in FY 1992, the additional resour~es would have to come from the 
Mission's operating year budget. The Mission is proposing to tap only the 

/)"" 
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US$10 million of AEPRP funds available FY 1992, and will use itl own Operating 
Yeb4 Bud.et resources in FY 1993 and in FY 1995. All technical assistance 
requirement. (US$2.68 million) are to be funded from the Mission's FY 1992 
Operating Year Budget. 

(d) Credit Reform Act - The ECPR guidance advised that PRE/H has earmarked up 
to US$20 million in FY 1992 Housing Guaranty Authority and associated 
appropriated funds (subsidy) for Zimbabwe. Similarly, for the FY 1993 budget 
process, PRE/H has included US$lS mi1i10n in Housing Guaranty Authority and 
the required subsidy amount for the second tranche of the Zimbabwe program. 
Subject to the program implementation disbursement schedule, PRE/a will make 
available the balance of US$15 million HG Authority as required in the out 
years. As requested, the proposed program design effectively ties the 
accomplishment of policy reforms with the phasing of disbursements, and the 
obligation schedule satisfies the Agency's five-year BG disbursement 
guidelines. 

(e) Real Interest R~ - The ECPR guidance requested that the program 
analyses assess the probability of interest rates in general reflecting the 
real cost of capital over the program period. The guidance further stated 
that if additional movement were deemed necessary, the program conditionality 
should include appropriate steps needed, if any, to have market-determined 
interest rates applicable to both deposit and lending operations of the 
building societies as one means of increasing long-term viability. The ECPR 
guidance stated that, in any case, the PP/PAAD should present the result of an 
analysis of the relationship between interest rates and the building 
societies' ability to avoid erosion of the capital/lending capacity during and 
at the end of the program period. The ECPR guidance also requested that the 
PP/PAAD examine prospects for desegmentation of financial institutions and the 
feasibility/desirability of building societies investing in NHF mortgages. 

All of the ECPR concerns have been addressed in Program analyses and in the 
Program conditionality and convenants included in the Program Agreements. As 
discussed in detail in the Financial Sector Technical Analysis summarized in 
Section 7.1.2., and included as Annex III-A.2., there has been substantial 
movement in ail interest rates in Zimbabwe over the last year. Deposits and 
lending rates in the financi11 sector have been deregulated, and interest 
rates now vary between 22 and 30 percent, depending on the terms. Interest 
rates for low income mortgages in the housing finance sector have increased by 
nearly 28 percent over the last 15 months, although the rates have not been 
deregulated. 

The significant progress. made to date notwithstanding, it is important to 
recognize the need for a transitional strategy to achieve Program objectives 
over the life of the Program. All mortgages in Zimbabwe carry a variable rate 
of interest and would increase substantially if housing fi.nance interest rates 
were deregulated at this time. The private building societies presently have 
mortgage assets exceeding Z$1.7 billion, and large scale defaults would 
drastically impact on.Zimbabwe's entire financial system. This view is 
supported by the World Bank and the IMF. 
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The relult of the continued cap on mortgage rates is that there are negative 
interest rates in some segments of the housing finance industry. Mortgage 
rates vary from 15 to 30 percent, depending on the use of funds and whether 
the structure is owner-occupied. While there has been nominal growth in the 
building societies' deposits, the increase· is below the rate of inflation. 
Government tJS also provided the building societies with tax concessions to 
raise funds specifically for low cost housing. As a result, the average cost 
of funds for the largest building society last year was 13.9 percent, while 
the average return on lending was 16.0 percent. 

It is critical to note that the GOZ is still very much committed to 
deregulating the housing finance sector by the completion of ESAP, and is 
expecting that successful ESAP implementation will result in lower inflation 
and reduced interest rates, thereby allowing for low income mortgage interest 
rates to be real and positive without a "massive default" scenario. 

f. Economic Analysis - The ECPR guidance requested a complete picture of the 
macroeconomic conditions in Zimbabwe and a comprehensive discussion of ESAP 
planned targets against accomplishments. The information is 3ummarized in 
sections 2.2. and 2.3., and detailed in Annex III-B. 

The ECPR guidance cable also raised the question of what degree of performance 
under the ESAP is required for success of the proposed program. One of the 
assumptions of the proposed program is that the ESAP is sustained and 
implemented. The implementation of the ESAP during the initial year has 
exceeded all projections, and the GOZ continues to push ahead with specific 
reforms. The faster than expected growth in imports and the resulting sharp 
deprec l 'ion of the exchange rate present a favorable progress picture, to 
date- ction 2.4., addresses the issue of GOZ cOIIIII.itl:ment to ESAP, and 
Sect ~.5., addresses the expected impact of the drought. The effects of 
the mucroeconomy on the housing sector are highlighted in Section 2.6. 

The continuation and expansion of the OGIL, the eventual full liberalization 
of interest rates, and Inl)derate success at stabilization are the essential 
ESAP elementu for the success of the proposed program. In their absence, the 
proposed program could achieve significant objectives in the character and 
mechanics of the land delivery system at a minimum, with some progress in the 
financial sector and building materials industry rehabilitation. Because both 
the loan and grant funds are being tranched, the program schedule, including 
the conditionality, can be adjusted to meet any alterations in the ESAP 
schedule. . 

g. Sectoral. Technical. Financial. and Socio-Cultural Ana~ - The ECPR 
guidance requested a comprehensive description of the existing housing 
delivery system,. including the role of the various participating entities, and 
any changes that coul~ be expected as a result of the proposed policy 
changes. The sectoral constraints ana~ysis is p~esented in Section 4., 
details of expected impacts of the proposed reforms on the land delivery, 
construction, and financial sectors are included in the feasibility analyses 
summarized in Section 7 and detailed in Annex III. 

q\ 
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1.3.2. PAAD Reyiey 

An ECPR of the combined Program Assistance Approval Document (PAAD)/Project 
Paper (PP) document justifying the program was held in A.I.O./Walbington on 
June 24, 1992 to review the subject Program. The Committee concurred with the 
Program in substance and form as submitted, but postponed final approval 
pending clarification, possible amendment, and modification as a result of the 
Committee's recommendation that the cash grant funds not be used to leverage 
additional resources through the purchase of b10cke~ funds. The Committee 
recommended that the cash grant resources be used to support the Open General 
Import License (OGIL). 

The Mission consulted with the GOZ on the issues raised during the ECPR and 
reached agreements that satisfactorily addressed all concerns. The results of 
the discussions were reported to A.I.D./Washington in HARARE 008510, dated 4 
August 1992. As reported, the cash grant resources will be channeled through 
the OGIL, thus providing critical balance of payments support that will free 
up GOZ resources for urgent drought relief needs. The GOZ has agreed to 
provide the difference in resources which would have been leveraged through 
the purchase of blocked funds from its own budgeted resources, thereby 
ensuring that the expected program impact remains the same as in the orgina1 
program design. The agreed upon modifications will not result in any 
significant change in program impact analyses as presented in the Program 
document submitted by USAID for the ECPR review. 

Other concerns raised in the ECPR related to windfall profits and real 
posisitve interest rates. Both concerns are satisfactorily addressed in the 
Program conditionality and covenants. In STATE 277115, A.I.D. Washington 
approved the Housing Guaranty Loan, 6l3-HG-004, for Zimbabwe. In STATE 279565, 
A.I.D./Washington approved the non-project assistance and the technical 
assistance project elements of the Mission's submission as contained in 
HARARE 8510 and authorized the Mission to proceed with Program approval and 
authorization in the field. 

2. PROGRAM CONTEXT 

2.1. Key Development Indicators 

By Sub-Saharan standards, Zimbabwe has a highly diversified economy, a 
well-developed business sector, a sophisticated financial system, skilled 
human resources and a sound infrastructure. In addition, it has a substantial 
natural resource base. 

Zimbabwe's population in mid-199l, was estimated at 10.7 million, with a 
growth rate of 2.9 percent estimated in 1992. The urban popUlation as a 
percentage of totr1 population grew from 14 percent in 1965, to 27 percent in 
1989, with annual urban growth averaging 6 percent" over the 1980-1990 period. 
The Government estimates that 40 percent of the country's total population 
will reside in cities by the year 2,000. As in previous years, it is expected 
that the present drought will be accompanied by significant shifts in 
population from rural to urban centers, a good portion of which could be 
expected to remain in the urban centers even after rural conditions have 
improved. 
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In the period 1980 to 1990, the GOZ policy was directed towards redressing the 
socioecona.ic inequalities which existed before independence. Much was 
achieved in this area, particularly in education, health, family planning and 
smallholder ~gricu1ture. Primary scboo1 enrollment rose from 1.2 million in 
1980 to 2.2 million in 1989, and secondary school enrollment rose from 74,000 
to 671,000. The percentage of children fully immunized more than tripled from 
25 percent to 86 percent; infant mortality declined from 86 to 61 per 1,000 
live births; life expectancy increased from 55 to 64 years; and the total 
fertility rate fell from 7.7 in 1970 to 4.9 in 1990. 

Agriculture's share in GDP dropped from 15 percent in 1970, to 13 percent in 
1990. However, the small farmers' share of marketed maize and cotton output 
rose from near zero in 1980 to over 60 percent in 1989. Nevertheless, 
Zimbabwe has a serious unemployment problem, as evidenced by the fact that 
there are about 200,000 school 1eavers entering the labor market each year, 
but only about 80,000 formal sector job openings. The balance is accollnted 
for by the urban informal sector, the peasant farming sector, and the 
unemployed. 

As the above statistics bear out, Zimbabwe's efforts to focus resources during 
the ten years following independence on achieving equity and correcting 
pre-independence distortions in the allocation of resources produced 
impressive results in the health and education of its majority population. 
The gains, however, were at the expense of growth. Per capita GNP fell from 
USS650 nl:llion in 1989 to US$640 million in 1990. The real growth rate in GNP 
per capita declined by .8 percent from 1980 to 1990. The aggre~sive dO~1ward 
management of the exchange rate during 1991 translated into a fall in per 
capita income to USS560 in 1991, based on the average exchange rate for 1991. 
However, if the current exchange rate is employed, the per capita income level 
is closer to US$400 per annum. 

Although economic growth has comfortably exceeded population growth since 
1980, there have been three distinct phases which characterize Zimbabwe's 
economic performance: 

1. lbe 1980/81 post sanctions boom when GDP rose by more ~an 10 percent 
a year. Favourable weather combined with the taking up of exces~ 
capacity, resulted in cumulative growth over the two year period of 25 
percent in manufacturing and 16 percent in agriculture. The rapid 
expansion of the public services sector helped fuel aggregate demand 
during the period. 

t. The six year period between 1982 gnd 1987. when the economyrecor~c;l 
~veraie irowth of only 1.4 percent -- well below the population growth 
rate of about 3 percent. Recurring drought, combined with restrictive 
price and import controls led to declining private sector confidence 
and falling investment. Gross fixed capital formation declined as a 
percent of GDP from 20 percent to 16 percent, while private investment 
fell from 13 to 6 percent of GDP. 
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3. The econom! ~ed "around durinl the four yearl-li88 to 1991. when an 
ayerale Irowth rate of 4.4 percent was recorded. Favorable w~ather 
patterns and improved terms of trade were the main factors accounting 
for the 7.3 percent growth rate recorded in 1988. Thereafter, the 
sustained upturn is accounted for by a series of government policy 
announcements -- beginning early in 1989 -- stating the GOZ's 
intention to restructure the economy. The beginnings of this process, 
"thich included the introduction of a range of export incentives and 
resulted in increased imports and greater flexibility in price and 
wage determination over the period, had the effect of raising private 
sector confidence and investment. Notably, almost all of the growth 
in output and employment during the past four years has been generated 
by the private sector. Following growth of 7.3 percent in 1988, GDP 
grew by 4.5, 2.1 and 3.5 percent in 1989-91, respectively. 

A cautious approach to external debt management from 1982 onwards enabled the 
country to remain current on all external debt obligations, while at the sarne 
time effecting a major adjustment on the external accounts. This was achieved 
through import compression by exercising direct controls on the allocation of 
foreign exchange. By reducing the volume of imports by one third, the 
Government effected a shift in the current account from a deficit (excluding 
official transfers) of more than 11 percent of GDP in 1982 to approximate 
balance by 1987. Total debt outstanding declined from 56 percent of GDP in 
1985 to 46 percent in 1990. 

In spite of an ongoing fiscal imbalance of almost 10 percent of GDP during the 
1980s, the authorities managed to keep inflation at manageable levels. 
Inflation averaged around 15 percent while nominal interest rates averaged 12 
percent. Despite the existence of negative interest rates during much of the 
1980s, the limited availability of consumer goods due to import compression 
helped to maintain a savings rate of about 20 percent of GDP and restore 
external balance. 

Nonetheless, substantially reduced import v~lumes, strong anti-export bias, 
falling investment ratios, low capacity utilization, and severe bottlenecks in 
several sectors (particularly transport) were all side effects of the policy 
orientation during the 1980's. The fact that much of the growth in the early 
1980's originated in the public services sector rather than in the material 
production sectors -- and Zimbabwe's mixed economic performance thereafter 
finally led to a recognition of the need to dismantle the extensive system of 
controls and make the economy more responsive to market forces. 

The discussions below detail the effects of Zimbabwe's econom"ic str.·uctural 
adjustment over the past two years, as well as the recent effects of the worst 
drought in" this century. 
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2.2. Zimbabwe" Economic Structural Adjustment Proiram CESAP): 
Tarletl and Status 

2.2.1. The Prolram 

Following the publication in January 1991 of a doc',lIent entitled "Zimbabwe: A 
Framework for Economic Reform (1991-95)", the government began implementing a 
comprehensive program of structural adjustment aimed at increasing investment, 
growth and employment. The central components of the Economic Structural 
Adjustment Program (ESAP) are: (i) fiscal d~ficit reduction coupled with a 
more restrictive monetary policy, (ii) trade liberalization, (iii) domestic 
deregulation, and (iv) measures to alleviate th.e transitional impact of 
reforms on vulnerable groups by implementing a Social Dimensions of Adjustment 
(SDA) program. 

By the end of 1991, Zimbabwe was well ahead of schedule in the implementation 
of several key aspects of its structural adjustment program. The program was 
speeded up during 1991, following a widening of the current account deficit on 
the balance of payments from 4.3 percent of GDP in 1990 to nearly 12 percent 
of GDP in 1991. This was du~ almost entirely to the faster than expected 
growth in imports during the first year of the program's implementation. 
Fiscal deficit reduction, exchange rate depreciation, trade liberalization, 
and tariff reform all proceeied more quickly than was anticipated when the 
program was presented to the donor Consultative Group meeting in March 1991. 
Presently, the greatest challenge to the program's success is the impact of 
having to import substantial amounts of foods as a result of the worst drought 
in this century. Section 2.3., discusses the expected impact of the drought 
on the macroeconomy. 

2.2.2. f~.scal Policy 

The central government deficit (excluding grants) is targeted to be reduced 
from 10.7 percent of GDP in FY90/9l to no mOl'e than 5 percent by FY93/94, with 
the reduction to be front-loaded in 1991/92. More specifically, it will be 
achieved by reducing parastatal deficits and rationalizing public sector 
employment. Subsidies and transfers to the Public Enterprise (PE) sector, 
which amounted to 3.8 percent of GDP in FY90/9l, will be virtually eliminated 
by FY93/94. Some 5,000 civil service posts are to be abolished before the end 
of June 1992. 

The Government accelerated its program of budget deficit reduction (and also 
tightened monetary policy) during the second half of 1991. The 1991/92 budget 
presented to Parliament in July 1991, provided for a reduction in the· overall 
deficit (excluding foreign aid grants) from 10.7 percent of GDP to 8,~ percent 
of GDP. By providing for a 2.5 percentage point reduction in the ~eficit as a 
percent of GDP, the budget exceeded the ESAP target of a 0.9 percentage point 
cut in the fiscal deficit. 

To tighten the fiscal stance further, the Government: (a) raised the m1n1mum 
tariff rate to 10 percent; (b) imposed an additional 10 percent import tariff 
on those items included in the Open General Import License (OGIL) list at that 
time; and (c) withdrew the rebate of import duties for manufacturers for 
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dom •• tic production. With the additional revenue expected from these 
mealure., which became effective on October 1, 1991, the projection for the 
overall central government deficit was further revised downward to 7.1 percent 
of GDP in FY91/92. 

(a) Public Enterprise (PE) Refotm - Government has begun a far reachinJ 
program of Public Enterprise (PE) reform to virtually eliminate the burden of 
PEs on public finances by FY94/95. To improve monitoring, loss targets were 
set by the Central Government for the individual PEs, and each enterprise was 
required to submit action plans to meet these financial targets to the 
Ministry of Finance by April 1992. Government plans that transfers will be 
reduced from Z$640 million in FY 90/91 to about Z$40 million by FY94/95. The 
GOZ started clearing the backlog of unfunded subsidies in FY90/91 and this was 
completed in the FY91/92 budget for all losses up to June 30, 1991. Ceiling 
targets for PE losses have been set for the period up to 1994. 

Following the launching of a reform program for the National Railways of 
Zimbabwe (NRZ), which has alreadY achieved significant results, measures to 
strengthen the financial performance of other public enterprises were 
intensified the second half of 1991. These focused on reductions in losses 
through improved operating efficiency and cost based pricing and the 
elimination of subsidy arrears. A range of pricing procedures were 
liberalized and rationalization measures were introduced by some PEs. 

Specifically, Air Zimbabwe was granted autonomy in the setting of 
international fares and approved procedures were simplified for the 
determination of domestic air fares. The Cotton Marketing Board (CMB) was 
permitted to negotiate producer prices directly with farmers. Prices were 
increased for electricity (38 percent), wheat (14 percent), milk (23 percent), 
and domestic air travel (20 percent). The Zimbabwe Iron and Steel Corporation 
(ZISCO) adopt~d import parity pricing for its output and raised its output 
price by 40-90 ~ercent. Other rationalization measures taken included the 
closing of depots ~y th~ Grain Marketing Board and the Dairy Marketing Board 
and retrenchments in the case of the latter. 

Several reforms were introduced during 1991 in the area of agricultural 
marketing, including the creation of independent Boards of Directors in the 
agricultural mark~ting boards and the abolition of maize movement restrictions 
between natural regions IV and V and between contiguous and non-contiguous 
communal areas. Government has stated that it will begin implementing further 
reform. including: (a) the separation of the commercial and social roles of 
the Grain Marketing Board; (b) the elimination of pan territorial and pan 
seasonal, agricultural commodity pricing; and (c) the removal of maize and 
other crop marketing restrictions. By June 1992, crop marketing restrictions 
had been lifted in some of the regions of the country. 

To contain PE losses at the targeted levels the GOZ is committed to 
taking (in addition to the measures outlined above) the following measures 
during 1992: The GMB's selling price for maize and wheat will be increased to 
ensure achievement of the financial target and a system for more frequent 
price reviews will be established, retail prices for maize will be raised 
correspondingly; for beef, the Cold Storage Commission will increase producer 
prices to the export parity level; for raw cotton, producer prices will also 
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be set at the export parity level and ~~~~~~ to the Export Retention Scheme 
will be extended to cotton growera~ tbe Zimbabwe Iron wld Steel Company will 
retrench almost 1,000 workers and output prices w'ill be raised further (with 
semi-annual revisions thereafter) to achieve export pdcity levels at the 
prevailing exchange rate; Air Zimbabwe will launch a comprehensive 
restructuring program, and has already in 1992 raised domestic and 
international fares to reflect recent increases in costs; the Posts and 
Telecommunications Commission and the Zimbabwe Electricity Supply Authority 
will be pe~itted to pass on cost increases in agreed cost categories to 
consumers without applying to the Government for specific approvals; prices 
for petroleum will be adjusted periodically and procurement procedures will be 
streamlined to limit the losses of the National Oil Company of Zimbabwe to the 
targeted level of Z$lO million in FY9l/92. 

Other sector wide actions will be taken to improve the economic pe!formance of 
parastatals. The legal framework within which parastatals operate will be 
overhauled to ensure that boards of directors are given sufficient autonomy 
and responsibility to operate within their mandates; the respective roles of 
ministries, boards of directors and management will be clearly defined; 
parastatal boards will be given more autonomy in the hiring and firing of 
labor, in setting pay scales, and in procurement policy; all indirect 
subsidies, such as through customs duty exemption or access to borrowing at 
subsidized interest rates, will be phased out by the end of 1993. 

(b) Civil Service Reform - Total central government expenditure is projected 
under the ESAP to decline from 48 percent of GDP in FY90/9l to 44 percent in 
FY9l/92, with approximately two thirds of this reduction to come from a cut in 
current spending. This objective is to be achieved by limiting general wage 
increases to about 10 percent and by the deletion of some 5,000 authorized 
civil service positions by June 1992. A retention allowance equivalent to 0.5 
percent of GDP (provided for in the FY91/92 budget) will be used to introduce 
differentiated pay raises based on merit to retain and attract engineering, 
managerial and other well-qualified staff. New measures will include better 
access to training programs and improvements of grading and promotion 
processes to facilitate quicker access to higher salaries and payment of 
retention allowances. 

A Task Force, chaired by the Vice President, has been examining options for 
implementing the planned reduction in civil service emf,loyment. The Task 
Force haa identified areas of overstaffing and duplication among government 
ministries as well as areas where civil service structures can be 
rationalized. Reviews of the first batch of (at least six) ministries have 
been completed, and this work will be continued in preparation for further 
civil service retrenchment beyond FY9l/92 in accordance with the ESAP 
targets,' It is anticipated that a sizeable proportion of the planned 
reduction in the civil service could result from natural attrition. 

(c) fublic Sector Investment Proiram (PSIP) - In accordance with the 
structural adjustment program, the PSIP gives top priority to infrastructure 
needed to support private investment and the associated increase in production 
and exports. Of the total capital budget for FY9l/92, almost 70 percent 
constitutes infrastructure in agriculture, energy and water, transport and 

~\ 
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communication. and the housing and construction sector. Expenditure in these 
area. i. primarily directed at the building of dams; the strengthening of the 
National Railways of Zimbabwe; the construction of roa~s and bridges; the 
digitalization program of the Posts and Telecommunications Corporation; and 
the first phase of the Urban II housing program. 

The PSIP for the period up to FY94/95 is integrated into the Second Five-Year 
National Development Plan, which has now been finalized. It is planned that 
Government will focus on development of infrastructure to support private 
investment and will avoid direct investments in the productive sector. It is 
also anticipated that peace in the region should result in reductions in 
defense related infrastructura1 spending. The total PSIP is therefore 
targeted to decline as a proportion of GDP, from almost 10 percent in FY91/92 
to about 7 percent in FY95/96. About 40 percent of the cumulative PSIP for 
the plan period is expected to be in the energy, water, transport, and 
communications sectors, whilst 22 percent is planned to be for agricultural 
infrastructure, and 10 percent for construction a 1 •• ,1, housing. 

The PSIP for FY91/92 was discussed and ag,eed with the World Bank and the 
African Development Bank and the program ~or FY92/93 will also involve 
consultations with these institutions. rne GOZ has agreed that while the ESAP 
is being implemented, it will consult with both of these institutions on the 
PSIP on an annual basis or as and when such consultations are sought by either 
institution. The Government currently has a system that assesses projects by 
employing standardized calculations of their rates of return. 

2.2.3. Monetary Policy 

In the past, interest rates have not been used actively as an instrument of 
monetary policy. While interest rate policies in principle have taken into 
account money market trends and developments in the real economy and in 
prices, rates have until recently been unchanged in nominal terms for 
prolonged periods. The Reserve Bank lending/rediscount rate remained static 
at 9 percent from mid-1981 through November 1990 when it was raised to 10.25 
percent. As a result, changes in interest rates have not reflected 
fluctuations in inflation and real interest rates have generally been 
negative. 

A stated objective of monetary policy has been to contain inflation by keeping 
brood money growth below that of nominal GDP. During the 1980 I s,' broad money 
growth wa. on average in line with the increase in nominal GDP growth. 
However, since the second half of 1989, domestic credit expansion picked up 
substantially. Initially, this was fuelled by strong increases in credit to 
the private sector associated with the higher import and investment demand 
a~ising out of the beginnings of the trade liberalization process and the ESAP 
in general. 

A more active interest rate policy is a key component of the economic reform 
program currently being implemented. Consistent with the fiscal and balance 
of payments targets, monetary and credit policy will aim at containing overall 
demand and reducing the rate of inflation to about 9 percent by 1994. The 
existing methods used to control credit and money supply are to become more 
indirect and market driven. 
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Under the ESAP, a distinction has been made between the ultimate, intermediate 
and operational targets of monetary policy. Ultimate targets include high 
growth rates, low inflation rates and a viable external balance. Intermediate 
targets arl~ variables which have a stable relationship to ultimate targets, 
including real interest rates and real exchange rates. Operational targets 
are variables that have a stable relationship to intermediate targets and can 
be cont~olled directly by the monetary authorities. These include market 
liquidity and short term interest rates. 

(a) Reserve Bank of Zimbabwe (RBZ) Operations - In February 1991, the RBZ 
responded to the rapid expansion in domestic credit referred to above by 
tightening monetary policy thro".ih: (1) an increase in the rediscoWlt rate 
from 10.25 percent per annum to 13 percent; (ii) an increase in the Base 
Lending Rate (BLR) from 12 percent to 15 percent (the BLR plus a cap of 2 
percentage points set ~he upper limit on bank lending rates for productive 
purposes); and (iii) an increaie in the reserve requirement for banks to 10 
percent of all deposit liabilities. 

These measures left the RBZ discount rate substantially lower than bank 
lending rates, and as a result, the discounting of private paper (mainly 
pre-shipment bills issued by tobacco exporters) by the RBZ, continued to rise 
substantially through mid-199l. Moreover, the RBZ's holding of government 
stock and treasury bills increased markedly as these government papers were 
not taken up by private investors at an interest rate acceptable to the 
monetary authorities. Thus, net domestic assets of the RBZ expanded by 120 
percent and domestic credit expansion of the banking system increased by 36 
percent in the twelve months to end-September 1991. Despite a sharp fall in 
net foreign assets emanating from the rapid growth in imports due to the 
expansion of the OGIL, the broad money supply (M2) grew by 40 percent in the 
twelve months to end-September 1991. 

With inflation accelerating and the balance of payments deteriorating, the RBZ 
took further monetary policy action in early September 1991. In an effort to 
limit the growth of credit, the RBZ raised the Base Lending Rate from 15 to 
17.25 percent and also raised controlled interest rates across the board. 
Deposit and lending rates were raised by an average of 15 percent. The 
Reserve Bank announced that future issues of government stock would be by 
tender, leading to more market determined interest rates. 

At the same time, the RBZ increased the rediscount rate from 13 to 15.75 
percent and announced that it would adopt a less accommodating rediscount 
policy. The rediscount window for government stock at the RBZwas closed 
completely and the rediscounting arrangements for private paper were 
redesigned to tighten access. A three-tier classification of bankers 
acceptances rediscountable with the Reserve Bank came into ope. Jtion on 
September 6, 1991. Class "A" bills were defined as acceptances bearing a COl 
number and drawn from financing exports. So as not to discourage exports, 
these bills would be eligible for re-discount with the Bank at the finest 
rate. Class "B" bills were defined as bankers' acceptances drawn to finance 
either exports or imports but without a COl number and having less than 30 
days to maturity. Class "c" bills were defined as bills drawn for the same 
purpose as Class "B" bills but having more than 30 days to maturity. Class 
"c" bills would have a higher re-discount rate. 
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In mid-November, the statutory reserve requirement for banks was again raised, 
from 10 percent to 12.5 percent of liabilities to the public. Government 
stock of nearly Z$500 million were sold (primarily to the non-bank public) 
during November-December 1991 at an interest rate of 24-25 percent through 
open market sales and auctions. On December 20, 1991, the rediscount rate for 
the finest paper was raised further to 20 percent. 

As a result of the above cited measures, monetary conditions tightened sharply 
from late September and short term interest rates became positive in real 
terms. By late December 1991, bank lending rates had increased to 25.7 
percent on a weighted average basis. Compared with an inflation rate of 23.5 
percent for 1991, this left interest rates as a whole substantially positive 
on an ex-post basis. 

In late December, the Reserve Bank once again effectively closed its money 
market accommodation window in an effort to slow money supply growth and 
satisfy the performance criteria for RBZ accommodation levels and domestic 
credit expansion agreed with the IMF. Once again, 90 day NCD rates climbed to 
above 35 percent in an unprecedented1y tight market, and wide variations have 
been experienced in short term interest rates since September 1991. This has 
essentially been due to the frequent and counteractive changes in the 
accommodation policy of the RBZ as it has attempted to come to grips with the 
operational targets agreed with the IMF and at the same time fund the market 
shortage. 

Following a limited reopening of the discount window in January 1992, 90 day 
NCD rates stabilized at around 30 percent, but the pattern which emerged since 
the end of September 1991 was repeated in early March when the rates climbed 
to around 45 percent as the RBZ once again closed its rediscount window. On 
March 17 the RBZ reversed its policy yet again by 10w~ring the statutory 
reserve ratio from 12.5 percent of liabilities to the public to 6.25 percent. 
The move injected some Z$140 million of high powered money into the banking 
system, and short term rates fell immediately to around 30 percent. 

(b) Money supply - As outlined above, monetary policy has been tightened 
considerably following the start of discussions for an IMF supported ESAF 
program. After registering growth of 40 percent during the twelve months to 
end-September 1991, the growth in the broad money supply (M2) slowed rapidly 
through the end of 1991 -- to around 26 percent on an annual basis. M2 growth 
fell further, to 21 percent on a, twelve month basis in January 1992. 
Essentially, this was achiev~d through the use of increased reserve 
requirement. and a tightening of the Reserve Bank;s discount operations. 
Under the new IMF supported program, broad money growth is targeted to rise by 
no more than 20.5 percent in the twelve months to end-December 199.2. , 
Consistent with this rate of monetary growth, private sector credit is 
programmed. to increase by about 16 percent in 1992. 

(c) Interest Rate Controls - During the first year of the ESAP, progress 
towards the complete elimination of administered interest rates has been much 
more rapid than was expected. The Framework for Economic Reform (FER), 
published in February 1991, stated that the base lending rate would be 
abolished by the end of 1993. In fact, both the administered base lending 
rate and the "cap" on lending to the productive sectors (also scheduled under 
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the FER to be abolished by the end of 1993) have already been abolished with 
effect from December 20, 1991. 

Interest rate floors remain on savings and demand deposits and for consumption 
and personal lending, but the floors are well below the rates currently being 
applied (monetary banks are currently offering 35 percent on call accounts in 
response the severe shortage of liquidity that has arisen as a result of 
restrictive RBZ operations). A ceiling remains on deposit rates for 
non-resident controlled account holders. There is no intervention in fixed 
deposit rates. 

Initial steps toward strengthening prudential supervision will be taken during 
1992, including the adoption of a revised Banking Companies Act providing the 
legal bRSis for on-site inspection, expanded coverage of RBZ supervision 
widened to include building societies and finance companies -- and the 
introduction of capital adequacy ratios. 

2.2.4. External Sector 

The GOZ has been unequivocally commended by the IMF for the policy measures 
which were introduced during 1991 to strengthen the external position. These 
included the short term offshore commercial loans raised to finance expansion 
of the OGIL, the maintenance of export competitiveness via exchange rate 
depreciation, and greater domestic demand restraint. 

(a) Exchanie Rate - During the two years to mid-1991, the Zimbabwe dollar had 
been depreciating at an annual average rate of 16 percent in trade weighted 
terms. Based on the Framework for Economic Reform's original assumptions, it 
was thought that continued downward management at roughly the same rate would 
be sufficient to support the program's objectives and continue the resource 
shift in favour of the export sectors. However, following the very much 
greater than expected increase in imports (due to the expansion of the OGIL), 
the authorities staged a sharp depreciation of about 38 percent in the third 
quarter of 1991. The move was designed to: (a) tighten demand management; 
(b) protect against any reversal of progress already made in trade 
liberalization; and (c) open the door for negotiations with the IMF for a long 
term facility. 

Subsequently, there has been little movement in the nominal exchange rate, 
with the authorities indicating that they intend to maintain the exchange rate 
relatively stable in nominal terms, while safeguarding external 
competitiveness in real terms by maintaining tight fiscal and monetary 
policiea. The Reserve Bank's commitment to exchange rate stability through 
1992 was confirmed in the third week of January when -- for the first time -
the local currency was managed upwards in order to counteract some. slippage 
which had taken place due to movements in the major currencies to which the 
Zimbabwe dollar is linked. 

It should be pointed out that the maintenance of a stable exchange rate in 
nominal terms implies an increase in the exchange rate in real terms as long 
as Zimbabwe's inflation rate remains higher than that of its main trading 
partners. An increase in Real Effective Exchange Rate (REER), in turn, 
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implies some erosion of the advance made in this area during 1991. However, 
the IMF/IBRD is satiafied with the fact that Zimbabwe implemented an upfront 
adjustment of the exchange rate and achieved a depreciation of more than 30 
percent in the REER during 1991. Subsequently, it has been agreed that a 
stable nominal exchange rate should be maintained to restore confidence and 
provide an anchor for price expectations. This was to be Bupported by the 
continued tightening of fiscal and monetary policies. 

(b) Trade Liberalization - The GOZ is committed to a phased program of trade 
liberalization, moving away from the administered foreign exchange allocation 
system to a market based system by 1995 at the latest. With the exception of 
a few goods to be excluded only on the grounds of defense or Qverwhelming 
public interest, all items will be i~portable through the OGIL system by 
1995. The key objectives of Zimbabwe's external trade reforms are: (i) to 
simplify the system and make it more transparent and predictable; (ii) to ease 
the access to imports; (iii) to reduce direct government involvemeut in import 
decisions; and (iv) to reduce the level and dispersion of effective protection 
provided to different sectors and products. 

The trade liberalization process started in October 1990, in line with the FER 
strategy, with the introduction of a small Restricted Open General Import 
License list (ROGIL) list. The ROGIL list was expanded in February and July 
1991, to cover 11 percent of SITC categories. The ROGIL was initially 
directed toward providing imported inputs for the cement, packaging, textiles, 
and mining industries. In addition, steel products not produced by the 
Zimbabwe Iron and Steel Corporation were included in ROGIL to benefit the 
manufacturing sector in general. In order to access the ROGIL, each producer 
is required to obtain an importer's licence issued by the Ministry of Industry 
and Commerce, specifying the goods the producer is allowed to import. The 
specified goods would need to be inputs required for the producer's own 
operations. The producer would obtain foreign eAchange for the importation of 
these inputs by presenting the license to a bank. 

An unrestricted OGIL system was introduced in July 1991. In contrast to the 
ROGIL, the importation under the OGIL system does not require an importer's 
license, in effect allowing anyone to import the goods included in the OGIL 
list. The initial OGIL list covered raw materials, intermediate goods, and 
finished products. No capital goods have been put on OGIL. The unrestricted 
OGIL list has been maintained and covered 14 percent of imports (based on the 
value of imports) at end-199l. 

In 1991, imports were also liberalized through modifications of the 
No-Currency- Involved (NCI) scheme. Under this scheme, holders of foreign 
exchange have been allowed since July 1991 to utilize their funds to import 
any consumer goods, up to Z$15,OOO per transaction with a special limit of 
Z$50 000 for cars (compared with a previous limit of Z$5,000 for all 
purposes). In addition, the regulations. regarding. access to and resale of 
such imports have been made more flexible. There are currently no 
restrictions on the frequency of accessing the NCI scheme (compared with the 
previous maximum of one transaction per month) and goods can be resold after 
one year (compared with the previous limit of two years). In addition, 
provisions for the immediate resale of NCI imports have been introduced. The 
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limit. were further raised to Z$30 000 for general purposes and Z$lOO 000 for 
cars in December 1991. NCr imports remain a fairly insignificant part of 
total import., however. 

The export retention scheme (ERS), under which exporters are entitled to 
retain foreign exchange amounting to a prescribed share of their export 
receipts, was modified in December 1991: (i) The retention ratio was 
increased to 15 percent of exports in the July-December 1991 period for all 
exporters, and exporters were given the opportunity to claim for export 
retention every three months (previously every six months); (ii) exporters 
were allowed to utilize the retention certificates for the importation of any 
merchandise except for a small negative list (previously foreign exchange 
could only be used for the importation of inputs for existing lines of 
production); and (iii) the imported goods were made freely transferable. 
Transferability effectively adds freely available foreign exchange to that 
available through the OGIL system, thereby contributing significantly to the 
import liberalization program. 

The greater reliance on the ERS for liberalizing imports has the advantages -
when compared with t.he strategy relying only on OGIL expansion -- of 
minimizing the potential for aggravating the balance of payments position (as 
the ERS imports depend on actual exports), and of scaling back government 
decisions regarding what goods should be imported, thus limiting the potential 
for bottlenecks. 

The revised strategy for import liberalization was ~ub1ic1y announced by the 
authorities on December 20, 1991. This strategy involves further increases in 
the ERS ratio to 25 percent for exports in January-June 1992; 30 percent in 
July 1992-June 1993; and 35 percent in July-December 1993. The unrestricted 
OGIL list will be expanded to 20 percent of imports (based on import values of 
the preceding year) by December 1992 and further to 35 percent by June 1993. 
The private sector now has access to imports without licensing restrictions 
under the OGIL and ERS. As a result of the expansion of the OGIL and the 
modification of the ERS, it is estimated that by January 1992, 50 percent of 
total imports (excluding petroleum and aid-executed imports, which together 
correspond ~o about 20 percent of total imports) were freely importable. 

2.2.5. Domestic Dereiu1ation 

The Government recognizes that the full benefits of trade liberalization and 
fiscal and monetary reform cannot be realized in an economic environment 
encumbered with excessive controls. The ESAP therefore includes the gradual 
removal of: investment approvals, price and distribution controls, labor and 
wage regulations, and other rules and guidelines which tend to inhibit growth, 
particularly of small-scale and informal sector activities. 

Specifically, a number of products have been moved from the category of strict 
control, while price controls have been removed altogether for a substantial 
number of other products. Prices of goods accounting for 16 percent of 
domestic production (as measured by the weights in the Producer Price Index) 
were decontrolled during 1991, mainly by the removal of maximum mark-up 
controls concurrent with the placement of goods on the unrestricted OGIL 



- 22 -

list. A. a result, at the end of 1991, retail prices subject to direct or 
mark-up controls had been reduced to about 40 percent of domestic production, 
a substantial decline from 60 percent at the end of 1990. This means that 
about 60 percent of domestic production is now free of any price control. 

The remaining price controls are managed flexibly for a large number of 
goods. Of the eight goods remaining subject to strict or direct price 
controls, the price of bread was raised by 75 percent between January and 
April 1992, and milk by 46 percent. The price of maize meal was raised by 20 
percent, sugar prices increased by 83 percent and cooking oil prices by 110 
percent. Prices for petroleum products have been reviewed regularly to ensure 
a timely pass-througb of changes in world market prices, with the frequency of 
the reviews increasing since 1991. According to the IMF, there are no 
subsidies in the aggregate to petroleum products. 

New legislation was passed in December 1990 which permitted employers to 
retrench workers for financial or economic, as well as disciplinary reasons. 
The basic thrust of Government policy in this area has been to move away from 
direct intervention towards collective bargaining and to establish time-bound 
procedures for settlement of matters pertaining to job security and 
retrenchment. Employment councils are progressively being established for all 
industries and activities, and they will be responsible for resolving all 
disputes regarding labor issues. The requirement that approval for 
retrenchment be sought from the Minister of Labor has been discontinued. 
Direct Government intervention in wage setting has been virtually eliminated. 
Wage agreements are now reached in employment councils and boards without any 
parameters being set by the Government, other than statutory minimum wages 
which are well below prevailing averages. 

Recent policy steps to encourage investment have included the establishment of 
the Zimbabwe Investment Centre (ZIC); the adoption of a new investment code; 
increased flexibility in external remittance of dividends and profits for 
export oriented projects; the signing of international investment protocols; 
and the liberalization of the sale to foreign and domestic investors of 
blocked funds at a freely determined discount for domestic investment projects 
(these are funds arising from limitations on external remittability for 
pr~-independence investments). 

2.2.6. Social Dimensions of Adjustment (SDA) 

While tbe ESAP's objective is to raise the overall standard of living it is 
also recognized that during a transitional period, certain population groups 
will be adversely affected by the reforms. To shield the poor and vulnerable 
groups from these transitional hardships associated with the ESAP, the 
Government· has released a white paper outlining plans to mitigate possible 
negative effects of the ESAP. Specifically, a Social Development Fund (SDF) 
has been established to support social welfare measures and employment 
promotion. This fund is to be financed from a variety of sources, including 
contributions from donors. Support will be provided to labor intensive public 
works, the non-formal and small-scale enterprise sectors, and rural 
resettlement programs. The SDF will also be used to finance a variety of 
training activities. 
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The central part of the GOZ's strategy to address the social dimensions of 
adjustment process will be to facilitate the creation of more employment 
opportunities through the use of the SDF. Support will be provided to labor 
intensive public works and to the non-formal and small scale enterprise 
sectors. The fund will provide training grants for outplacement, in-plant 
exposure, and self employment prepdration in both the non-formal and formal 
sectors. It will also provide grants for the support of guidance, 
counselling, and related research ~d information activities. 

The GOZ has stated that the price of maize will have to be increased to reduce 
the losses of the Grain Marketing Board. In an attempt to address the effect 
that this will have on food deficit households, Z$30 million has been set 
aside through the SDA for a food grain subsidy aimed at maintaining 
nutritional standards for the poor. 

Communal ar~as have been exempted from primary school fees, which have been 
introduced from the beginning of 1992 as part of efforts to increase cost 
recovery. The threshold below which medical care will be provided free has 
been raised from Z$150 per month is Z$400 per month, to correspond with the 
threshold for liability to pay income tax. Retrenched civil servants will be 
paid compensation and provided with training and related assistance to help 
them find employment. 

2.2.7. Proirarn Financing 

The successful implementation of the economic reform program will require a 
greater inflow of external resources to the economy during 1992-94 than was 
originally envisaged. At the end of 1991 it was estimated that the total 
financing needs for the period 1992-94 were US$2.64 billion (about US$500 
million more than was indicated at the 1991 Consultative Group meeting in 
Paris). This increase reflects the larger than expected widening in the 
current account deficit to nearly 12 percent of GDP, and the lower than 
expected inflow of donor financing in 1991. Of the total requirement of 
US$2.64 billion for 1992-94, about US$1.6 billion would be required to service 
debt. 

As of the end of 1991, about US$685 million of the total amount required for 
1992-94 was accounted for by disbursements out of existing loan and credit 
commitments. This left US$1.9 billion for 1992-94 to be met out of new loan 
and credit commitments. In its documentation supporting Zimbabwe's request 
for funding at the 1992 Paris Consultative'Group meeting, the World Bank 
stressed that a substantial share of the finance would need to be in the form 
of grant. and long-term loans to avoid excessive debt service payments. 

The GOZ successfully raised just under US$l billion at the 1992 Consultative 
Group meeting in Paris for the period 1992/93. Of this amount, funds of 
US$370 million had already been committed by the end of 1991. In addition, 
quick disbursing 10an3 from the World Bank and the 1MF contributed over USS300 
million to the total requirement and these were further complemented by the 
African Development Bank loan of some USS170 million. As described below, the 
drought has changed the financing requirements dramatically. 
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2.3~ Macroeconomic PerfopnaDce and Expected Droulht Impact 

In general, the economy responded positively to the first year of the ESAP. 
Despite difficulties which emerged with demand management and the balance of 
payments, real GOP growth in 1991 turned out at 3.6 percent. Recently 
released data indicate that a substantial increase in domestic investment was 
achieved in the first year of the program; gross investment as a shat"e of GDP 
was estimated at 22 percent in 1991, up from 17 percent in 1988. 

Encouraging growth was recorded in formal sector employment in 1991 (4.81), 
when an estimated 60,000 new fonnal sector jobs were created. Notably, almost 
all of the new employment generated by the economy since 1987 has been in the 
private sector. 

Zimbabwe's external competitiveness also improved as the currency was managed 
downwards aggressively enough to achieve a substantial fall in the exchange 
rate in real terms. It was not without costs. Inflation accelerated from 
17.7 percent at the end of 1990 to 28.2 percent at the end of 1991. This 
mainly reflected increased domestic demand; higher energy prices; the further 
liberalization of domestic price and wage controls; the expansionary monetary 
policy up until September 1991; and the shnrp depreciation of the exchange 
rate which raised import costs. In effect, the aggressive downward management 
of the exchange rate during 1991 translated into a fall in Zimbabwe's per 
capita income, from US$650 in 1989 to US$560 in 1991. The latter figure is 
based on the average exchange rate for 1991. However, if the current exchange 
rate is employed the per capita income level turns out at closer to US$400 per 
annum. 

Based on the considerable progress described above, as of the end of 1991, the 
specific macroeconomic objectives agreed betw~en the GOZ and the IMF/IBRD for 
1992 were: (1) increase the real GDP growth rate to 4 percent; (2) limit the 
rate of inflation to 15 percent by the end of the year; (3) keep the external 
current account deficit unchanged at 12 percent of GDP; and (4) achieve a 
level of gross foreign reserves equivalent to 2.5 montha of imports. 

Following the early 1992 recognition that the country was beginning to feel 
the effects of the worst drought in this century, none of the above targets 
remain within reach, and the consensus forecast for real GDP growth has been 
further lowered to perhaps -10 percent, with agricultural output projected to 
fall by about 40 percent. The IMF is currently adjusting its 1992 performance 
criteria and re-appra1s1ng the medium term adjustment framework for the ERP in 
light of. the drought. 

Currently, the estimated impact of the drought is an increase in the financing 
gap by US$500 million. With the Consultative Groups and the IBRD' B plans for 
a US$150 million drought "add-on" to the structural adjustment program and 
advancing US$35 million in Bank projects from 1993 to 1992, plus other donor 
contributions, the IMF assumes that the $170 million funding gap for 1992 has 
been closed. It is expected that the impact of the drought on the funding gap 
will be alleviated by a decrease in non-drought related imports in 1992 and 
1993 as a consequence of a tightening of monetary policy and the postponement 
of non-essential government projects, as well as the adverse impacts of the 
drought on investment, incomes and production. 
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The financial impact of the drought on the economy not withstanding, there is 
an early consensus that, assuming a return to normal rainfall patterns in the 
1.992/93 agricultural growing season, it is reasonable to expect GDP growth of 
about 6 percent in 1993 and 4-5 percent growth thereafter (ie. through 1995). 
This revised medium term scenario is likely to be adopted because: (i) the 
indirect and spread effects of the drought beyond 1992 are not yet known, and 
(ii) because there is a history of agriculture (and the economy in general) 
rebounding fairly strongly following previous droughts wher. weather patterns 
return to normal. 

The target for budget deficit reduction for the 1991/92 fiscal year was 
revised to 3.6 percentage points of GDP (ie from 10.71 to 7.1%), following the 
increase in customs revenue introduced in October 1991 referred to above. 
However, the additional expenditure demand. in terms of food imports, 
supplementary feeding programs, and food for work program. means that this 
latter target is no 10nge~ achievable. At best, the 1991/92 budget deficit 
(excluding grants) is now expected to turn out at 8.7 percent of GDP. 

Under the IMF supported program for 1992, inflation is targeted to fall to 20 
percent by end-1992, although this projection was overly optimistic. However, 
in the light of the drought -- which will restrain both aggregate demand and 
supply -- the current consensus is that consumer price inflation will average 
about 36 percent during 1992 and end the year at about 37 percent on a twelve 
month basis. 

Before the drought, it was anticipated that the large external imbalance which 
had emerged during 1991 would be contained daring 1992, with a current account 
deficit of US$590 million (or 11.8 percent of GDP) being projected. However, 
the balance of payments outlook has since worsened considerably. Negative GDP 
growth this year and a possible further depreciation of the exchange rate 
translates into a projected current account deficit of US$960 million, or 19.3 
percent of GDP in 1992. 

2.4. Expected Impact of the Macroeconomy and the Drouaht on the Housina 
Sector 

As a result of the drought, it will take three years for an estimated 6.8 
percent fall in per capita incomes in 1991 to be recovered. However, a 
component analysis of demand and expenditure in GDP indicates that after 
fa1lipg by 4 percent in 1992, private consumption is likely to rise in real 
terms by an annual averRge of 6.7 percent over the three year period 1993-95. 
This should be made possible by the reduction in the share of Government 
expenditure in GDP, as anticipated under the ESAP. 

In 1991 real wages in the urban economy fell by 4.5 percent.- An even steeper 
fall can be expected in 1992 as inflation remains high and the economy 
contracts. Thereafter, however, this trend-is likely to be reversed as (i) a 
return to more normal rainfall patterns and an improvement in investor 
confidence lead to positive growth in per capita incomes, and (ii) inflation 
subsides due to appropriately restrictive demand policies. 
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Intere.t rate., except for a limited number of categories, are now determined 
by competitive and market related considerations. Since the beginning of 
March 1992, some monetary banks have been offering interest rates of 35 
percent per annum on call deposits in an effort to attract resource •• 
Interest rate control. still remain for: (i) savings and demand deposits and 
for consumption related and personal lending, but these are floors which have 
not yet technically been abolished and are currently well below prevailing 
rates; and (ii) for building society deposit and mortgage rates. 

The rapid increase in private sector lending during 1991 means that lending 
has grown faster than deposits and bank lending ratio. have thus risen from 55 
percent of deposits to about 80 percent of deposits. With the restrictive 
monetary policy translating into very low growth in the bank's deposit base, 
there is little room left (if any) for further growth in bank lending. 
Furthermore, the commercial banks are anticipating a further increase in the 
demand for credit. As a result, liquidity will remain tight and interest 
rates (i.e., 90 day NCDs) are expected to remain high -- and positive 
fluctuating around 30 percent at least until the middle of 1992. 

The view that the current difficulties facing the building societies are 
essentially of a short-term nature is a consensus one. The IMF/IBRD supported 
ESAP is designed to achieve a rapid reduction in inflation. The medium-term 
macro scenario developed in this report suggests that interest rates, while 
remaining positive, will fall together with inflation as the ESAP is 
implemented. Short te~~ interest rates are projected to fall below 15 percent 
early in 1995; while inflation is projected to fall to an annualized average 
of 10 percent in 1995. 

Projections made for the external debt and debt service through 1998 assume 
that half of the US$400-S00 million impact of the drought on the balance of 
payments will be provided for by grants and the other half by long term 
concessional financing with similar terms to that of the HG loan. Based on 
these assumptions, it is expected that the cost of the drought will be 
reflected in the debt service ratio through 1998. The HG loan component of 
the debt service ratio will not exceed 0.13 percent through 1998. 

Because the success of the proposerl program is less tied to the achievement of 
specific and time-bound benchmarks than it is to the GOZ's overall commitment 
to move in the direction as set out in the ESAP, the hiccup in ESAP 
implementation caused by the drought should not have a profound impact on the 
proposed housing program's feasibility. Indeed, the program is sufficiently 
flexible in its design to be able to withstand a range of possible adverse· 
scenarios. 

A~so, it is important to note that the implementation of the proposed· program . 
is far less politically contentious than the implementation of the ESAP, where 
vulnerable groups are clearly at risk. In fact, the proposed program 
implementation should be publicly perceived as protect.illg vulnerable urban 
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group. by providing access to low income housing affordable to families below 
the median income. By providing this targetted assi~tance, the proposed 
program i. highly complementary to the GOZ's Social Dimensions Program. 

In addition, the overall ESAP will be strongly supported by the positive 
impact that the proposed program will have on the supply side of the economy, 
e.g., in generating construction activity and employment. Finally, the 
private enterprise sector can be expected to benefit markedly from the 
broadening and deepening effect that the program will have on the real economy 
and on the monetary sector. 

2.5. Assessment of Commitment to Macro and Sectoral Policy Reform 

The Framework for Economic Reform (FER) document presen~:~ an economic 
adjustment and stabilization program which was to be impl ... Jdnted over a period 
of five years. The faster than expected growth in imports and the resulting 
sharp depreciation of the exchange rate, however, led to an acceleration of 
the overall ESAP timetable. In effect, in 1991, and before the drought, 
Zimbabwe jumped from a slow track adjustment path to a fast track one. Also, 
a three year Extended Fund Facility (EFF), to be convert~d to an Enhanced 
Structural Adjustment Facility (ESAF), was negotiated with the IMF. This 
development ~igna1ed the speeding up of the adjustment program, a factor 
confirmed by the revised trade liberalization schedule, where the key long 
range benchmarks all pointed, at the end of 1991, to the completion of the 
trade liberalization process by 1994/95. 

Performance in 1991 was matched with political will. The GOZ borrowed 
short-term from commercial sources to avoid any slow down in 1991, while 
awaiting the disbursement of longer term concessional donor financing. After 
it became evident early in 1991 that there would be a substantial time lag 
before disbursement of the donor's pledges, the GOZ successfully raised nearly 
US$400 million in short term credits from overseas commercial banks. The 
financing was used to expand the OGIL system in March and July 1991, enabling 
the GOS to demonstrate its commitment to the trade liberalization process. 
After drawing on its existing overdraft lines with commercial bank., the GOZ 
also secured a bridging loan worth US$15s million together with three other 
new short term trade facilities. The non-availability of donor credits would 
otherwise have translated into a critical loss of momentum in the trade 
liberalization process. 

There are two major risks associated with the ESAP. The first is that 
political lupport could weaken as some of the transitional hardships become 
more apparent and Government policies are questioned. The GOZ, however, has. 
shown the political will to maintain the program as witnessed by the 1992 
price increases for bread and maize meal. In anticipation of possible 
problems, the GOZ is intensifying a campaign to make the objectives and 
measures of the program better understood by all segments of society. It is 
also implementing a Social Dimensions of Adjustment program, designed to 
install a social safety net to alleviate some of the effects of adjustment on 
the poor. 

The second, and perhaps more critical risk in the immediate time frame, is 
that the needed external financial support for ESAP, particularly during these 
initial years of the program and in the context of a resource draining 
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drou,ht, might be Ilow in materializing. Thil could negatively affect the 
prolr .. ~plementation. However, the implementation of the initial measures 
of the prolram 41 outlined in the previoul section, suggest that the procesl 
of Itructural change in Zimbabwe is irreversible, thereby reducing these risks 
to some degree. 

The commitment to ESAP is important for program success, but a commitment to 
modify policiel in the shelter sector in the context of ESAP is also important 
to guage. As discussed in the Socio-Cultural Feasibility Assessment for the 
proposed program, with structural adjustment, the policy environment in 
Zim~abwe has changed dramatically. Under the ESAP, urban development aua 
housing are seen conceptually and operationally, as part of the overall 
strategy in which the cities, through privatization processes being promoted, 
are expected to play an important role in national economic growth. 
Furthermore, the Government recognizes that the present minimum standards for 
urban infrastructure and low income housing are inaccessible tJ the poor on a 
cost recovery basis, and that the climate is now right to review these minimum 
standards and make them as flexible as possible and therefore cater to the 
vulnerable groups on a cost recovery basis. 

Indeed, it is apparent that the Government's housing policy is shifting from 
one based on the housing needs of the population to one based on the people's 
willingness and ability to pay. The feasibility of the approach depends on 
the Government's ability to restrict its intervention to those areas where it 
has comparative advantages, i.e., the provision of infrastructure, the 
mechanisms for establishing and transferring property rights, and a regulatory 
framework that can allow the private sector to provide housing finance. 

3. PROGRAM RATIONALE 

3.1. Sector Selection and Choice of NPA Modality 

As noted in the ECPR review, a major reform program in the housing sector in 
Zimbabwe is conlistent with: (i) Zimbabwe's status as a lower middle income 
country; (ii) Zimbabwe's successful movement over the last year from a 
self-defined economic reform program to a World Bank and IMF-approved 
structural adjustment program; (iii) the change in Zimbabwe's credit rating 
from "0" to "C-" (OMB Passback); and (iv) the focus of the program's 
conditionality on tha private sector provision of services for low-income 
beneficiaries. 

In addition to the above-mentioned factors, the Mission has considered a 
number of related prograJllllatic concerns in selecting low income housing as the 
most appropriate sector for assistance. Foremost among program concerns is 
the sector's importance to achieving the Government's broader structural 
adjustment objectives, including increasing reliance on market forces, 
reduction of the role of government in the economy, and increasing 
employment. Cnmplementing this overarching programmatic interest is the 
Mission'S program strategy and long term experience in the housing sector. 
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The Mi •• ion hal been active in the housing and urban development sector in 
Zimbabwe .ince shortly after independence in 1980, at which time the fir.t 
US$50 million Housing Guaranty "aided self-help" scheme ~I!I initiated. That 
program is now completed. Under that program, the Reserve Bank of Zimbabwe 
received untied foreign exchange, with the local currency ,.!quivalent on-lent 
to the National Housing Fund (NHF) within the Ministry of Public Construction 
and National Housing (MPCNH). The NHF subsequently lent j:esources to local 
government authorities which constructed, through privat~ contractors, 
individual plots. Low income beneficiaries received building material loans 
from the local authorities and were responsible for the construction of their 
own houses, primarily through small, private contractors. 

Between 1984 and 1990, the HG Prozram financed more than 22,000 units, 
representing nearly 40 percent of the low cost urban shelter built during this 
period. Cost recovery was excellc!Dt, with an arrearage rate below 4 percent. 
MPCNH and the local authorities successfully managed and implemented all 
aspects of the first HG program. In fact, USAID and the RHUDO consider this 
first HG program one of the most successful housing and urban development 
projects in Sub-Saharan Africa. 

A February 1988 evaluation confirmed that the first US$50 million HG program 
exceeded its original goals. Among other findings, it was determined that the 
GOZ made substantial gains in developing its institutional, technological, and 
financial capacity to provide shelter for the urban poor. The Government also 
demonstrated its capacity to implement the desired principles of aided 
self-help and full cost recovery. The program was not, however, designed to 
address policy impediments, such as: (i) involving the private sector in 
financing lower income mortgages; or (ii) addressing the problem of expensive, 
limited building materials. The Mission has learned that these policy 
constraints must be taken into account if the Government is to succeed in 
establishing a system for low income housing delivery that would continue on a 
sustainable bad. without additional ".ssistance. 

The Mission believes that it is now time to move beyond building houses, and 
to begin to address the fundamental policy constraints which limit the 
production of low income shelter on a sustainab~ basis. Moreover, the first 
HG program greatly fa~i1itated access to information and substantively 
enhanced the Mission':~ understanding of the key issues and constraints' to 
sector development. .~n addition, the work of other dOfl.ors (detailed in 
Section 3.4.), especially the World Bank, has deepened the Mission's knowledge 
of related sectors, such as the construction and materials production 
industr.ie., and broadened our understanding of the inter1inkage of the 
constraints network. 

'The Mission finds a policy reform approach approrpriate not only to the phase 
of development in our interventions in the sector, but also in conrert with 
the policy directions announced by the GOZ. As discussed in Section 2.2., 
above, specific financial sector reforms consistent with the desirable 
direction in housing finance have been recommended in the ESAP framework. 
Also, the success the GOZ attached to the first program has helped to 
reinforce GOZ interest in working with A.I.D. on the new sector program. 
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3.2. Relation to GOZ Deyelopment Goals and Prioritie. 

As detailed in Section 2.3.1., in January 1991, the Government of Zimbabwe 
announced it. Framework for Economic Reform (1991-1995), a comprehensive 
program embracing macro-economic policy reforms, trade promotion, domestic 
deregulation and sectoral initiatives. The policies announced under the ESAP 
address the very ills that inhibited economic growth and investment in the 
1980's. The urban housing situation is a m&nifestation of past deleterious 
economic policie. to be addressed through the structural adjustment program 
and the Second Fiye-Year National Development Plan. 1991-1995. 

As noted in Section 2.1., Key Development Indicators, nearly thirty percent of 
Zimbabwe's population resides in urban areas. Moreover, Government 
anticipates substantial increases in the urban population and recognizes the 
need to improve urban investments and services. The dp.mand for residential 
accommodation in the urban areas since independence has been influenced by 
demographic and economic factors, including the natural increase in 
population, rural-to-urban migration and income distribution patterns. Urban 
area population is expected to double by the turn of the century, further 
aggravating the current inadequacies of the urban housing sub-sector. 

Performance in the construction sector increased in the early years after 
independence and fell thereafter. Value added in the construction sector rose 
in 1981 and slowed thereafter, recording a neg3tive 4.7 percent growth between 
1980 and 1990. Fixed capital formation in the sector rose in real terms from 
Z$12 million in 1980 to Z$24 million in 1982, declining continuously 
thereafter. The construction sector grew at an average annual rate of 5.4 
percent during the period 1985-1990. The sector currently employs 74,400 
people, representing 7.7 percent of non-agricultural formal sector employment 
in Zimbabwe, a significant indication of the important role of this sector to 
the economy as a whole. 

By the GOZ's own admission as stated in its Second Fiye-Year National 
Deyelopment ?lane 1991-1995. performance of the housing sub-sector was" very 
much below requirements", as "demonstrated by the growing waiting list in the= 
main urb~n areas, particularly in Harare and Bulawayo and the general 
mushrooming of squatters and squatter camps". The housing waiting list in 
Harare, alone is growing at a rate of 1,200 units per month, largely 
consisting of low income housing units. Both the public and the private 
sectors failed to meet the demand for shelter in the high as well as 
lOW-density residential areas. 

The rationale for the past failure to supply adequate housing infrastructure 
includes the construction industry's acute shortage of new plant and machinery 
caused by the lack of access to foreign exchange, the shortage of surveyed 
land due to inadequate manpower and equipment, the deficiencies in the 
availability of building materials and excessive building and infrastructure 
standards. The GOZ acknowledges the critical shortage of professional and 
technical manpower including architects, engineers, valuators, and physical 
planners -- especially those with sufficient middle management and supervisory 
skills for on-site responsibilities. 
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In addition to acknowledging the past failures in the provision of residential 
shelter, the Government recognize. that the targets for fiscal austerity under 
ESAP, particularly related to these urban investments, must be borne by 
increased private sector participation in the housing sector. The proposed 
Private Sector Housing Program supports and reinforces the GOZ's intended 
efforts in public sector deficit reduction by: engendering significant savings 
in the urban sector, expanding private sector intermediation in housing 
finance, and ensuring the financial independence and viability of urban local 
authorities as suppliers of urban services. The potential introduction of new 
financial instruments suggested under the Program will deepen and strengthe~ 
the private financial sector. As stated in the Framework' for Economic Reform, 
the Government will endeavor to: (a) preclude a reliance on central 
Government transfers to the urban sector for recurrent expenditures; and (b) 
minimize reliance on central financing of capital works. 

Importantly, the drafters of the economic framework recognize the implicit 
adverse social and economic consequences of economic policy reforms on certaj 
"vulnerable" groups. The Framework ~ncludes a social safety net to shield 
disadvantaged and vulnerable groups who will suffer declining welfare arising 
from economic stabilization and adjustment measures. According to a survey of 
socio-economic characteristics by household type, a worker earning the minimum 
wage in manufacturing in 1988 spent 55 percent of his/her total expenditures 
on foodstuffs, and 18 percent on rent, fuel and lighting. The heavy 
expenditure on such non-discretionary items reflects the relative poverty of 
urban low-income households. By addressing the urban low-income housing needs 
in Zimbabwe, the Private Sector Housing Program will ameliorate the effects of 
the ESAP on one of the more vulnerable groups, thereby reducing the GOZ's 
safety net requirements for that group. 

The GOZ has identified the development of the construction industry as crucial 
for future investment activities in the economy. In the period covered by the 
Second Fiye-Year National Deyelopment Plap, the following objectives have been 
established by Government: 

(1) Enhance the capability of the construction industry; 

(2) Improve the availability of housing at affordable prices; 

(3) Facilitate and increase individual, group, community and private 
sector participation in the provision of hous~~; 

(4) Reduce the rate of urban sprawl and promote optimal land use 
patterns; 

(5) Improve the sector's skilled personnel requirements. 

The following GOZ strategies will be utilized to achieve these objectives: 

(1) Raise funds for planned maintenance of Government institutions; 
(2) Ease foreign exchange regulations to facilitato the revitalization 

of the construction industry; 

I 

L·· .) .. 
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(3) Remove restrictionl that unnecessarily restrict the role of the 
private sector in servicing land or developing residential housing 
(houses or flats) 

(4) Decentralize Government through construction in provincial capitals 
and district centers; 

(5) Train personnel in the fields of architecture, valuation, estate 
management, engineering and quantity and land surveying; 

(6) Initiate new forml of housing development with varied design 
options to minimize infrastructure and construction costs. 

The outcome anticipated is the increased availability of residential plots and 
finished housing al the private sector il allowed to service land, thereby 
reducing the reliance on local duthorities as the sole suppliers of serviced 
residential stands. The GOZ also acknowledges the likely relaxation of legal 
requirements to improve the output of surveyed land and houses. Moreover, the 
Government recognizes the need to restore the capacity and productivity of the 
construction industry through the provision of foreign exchange, which in the 
longer term, will improve the international competitiveness of the industry, 
resulting in foreign currency earnings. With the progressive implementation 
of the structural adjustment program, the building materials industry 
productivity is expected to grow. 

In sum, under the ESAP and the Second Five-Year National Development Plan, 
Government is redefining its role from a provider of goods to a facilitator of 
economic growth. In this context, the Zimbabwe Private Sector Housing Program 
complem~nts the attainment of stated ESAP goals and National Development Plan 
strategies. Specifically, reforms in the construction sector will increase 
employment opportunities, particularly for semi-skilled and unskilled workers; 
meet expansion needs related to new investments in the agriculture, 
manufacturing, and mining sectorl; and strengthen the capacity of indigenous 
building contractors. Also, the policy agenda in the proposed program 
includes shifting the burden of responsibility for the provision of housing 
from the public to the private sector, expanding the private capital market, 
and creating new private investment opportunities. Finally, the reforms 
related to land delivery and infrastructure will increase opportunities for 
private sector housing developers, make the building sector more efficient, 
and in turn, will make more affordable housing available to Zimbabweans. 

3.3. Relation to USAID/Zimbabwe Prolram StratelY 

The United States' program of economic assistance to Zimbabwe began with the 
country's independence in April 1980. Through 1991, $449 million had been 
committed, including $87 million in Southern Africa Regional Program (SARP) 
funds, to directly benefit Zimbabwe. The vast majority of funds, $345 
million, wal committed between 1980 and 1985 to fund post-war reconstruction 
activities and to support majority participation in national development. 
After a period of minimum U.S. donor support, fueled by an increasingly vocal 
expression of anti-American sentiment by the Government of Zimbabwe, increased 
levels of assistance were resumed to reflect significant political and 
economic change in Zimbabwe. Politically, Zimbabwe vastly improved its 
relationship with the United States, as exemplified by its leadership role on 
the UN Security Council during the Gulf War. There are expanding individual 

~, \ 
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freedom. and opportunities for partic~pation in the government. Economically, 
the GOZ ha. recornized that past concentration on redressing social imbalances 
and inadequate private sector expansion have resulted in inadequate levels of 
economic growth. 

In response, the Government embarked on the World Bank/IMF enuorsed Structural 
Adjustment Program in 1991 to re-orient Zimbabwe's macro-economic, trade and 
sectoral policies to promote investment, generate employment and expand 
opportunities for growth. The program is detailed in Section 2.2. 
USAID/Zimbabwe's programs are designed to advance one or more of three 
strategic objectives: 

(1) Enhance the private sector's capacity to respond to this 
liberalized economic environment; 

(2) Support the Structural Adjustment Program's sectoral objectives in 
agriculture and housing; 

(3) Strengthen Zimbabwe's family planning services and AIDS control 
program. 

The Mission's decision to pursue policy reforms in the housing sector is 
consistent with USAID/Zimbabwe's strategic objective of supporting ESAP's 
sectoral objectives in housing and it will also help to achieve a key 
structural adjustment objective of inc~easing reliance on market forces and 
reducing the role of government while expanding employment opportunities. 

The Mission's current portfolio embraces an array of initiatives to encourage 
policy reforms and parastatal restructuring, including the current grain 
marketing reform program, which should reduce t~ GOZ's role in grain 
marketing and expand private sector participation as a means of increasing 
efficiency while reducing the fiscal deficit. Similarly, the proposed Private 
Sector Housing Program i. deaigned to enhance the private sector's capacity to 
support economic growth and market liberalization advocated by the GOZ under 
its ESAP. The Mission's projects are also designed to support structural 
adjustment objectives. For example, the Mission's support in family planning 
is directed towards promotion of cost-recovery and sustainability through the 
increased participation of the private sector in the delivery of family 
planning service.. The Mission also provided the GOZ with foreign exchange 
for the purchase of railroad equipment as a part of the effort to alleviate 
the eff~ctl of th~ drought. 

In addition to USAID/Zimbabwe's focus on advancing the implementation of the 
structural adjustment program to support Zimbabwe's conversion into a 
market-oriented competitive economy, is its complementary project support to 
the private sector to strengthen the economy's competitiveness and increase 
growth. Specific activities are encouraging the development of export 
processing zones, and facilitating sub-contracting, spin-offs and other 
mechanisms which should increase efficiency. Similarly, USAID's training 
portfolio has been redesigned to shift support to private sector training to 
help the businesl sector re-tool and prepare itself for a more competitive 
environment resulting not only from successful ESAP implementation, but the 
re-emergence of South Africa as a competitive trading partner in the region. 
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The third area of Mission concentration is in AIDS control and in 
strenlthening Zimbabwe'. impressive family planning services, including 
enhanced cOlt recovery and private sector participation in the delivery of 
service •• 

The proposed Private Sector Housing Program's policy context is consistent 
with the Development Fund for Africa's (DFA) strategic objective, "improving 
management of African economiel by redefining and reducing the role of the 
public sector and increasing its efficiency". The housing program will 
address each of the following targets defined under the DFA objectives: 

1. Improved stability in African economiel; better manalement of debts 
and better fiscal and monetary policies - The local currency generated 
through the sector loan will help the private sector to finance urban 
housing infrastructure, decreasing the burden on the government's 
budget, and reducing the budget deficit. 

2. ~uced iovernment involvement in production and marketinl of ioods 
and services. - The private sector will be the primary agent of 
housing sector finance and development. 

3. Improved equity and efficiency in providini key public go~ - The 
critical shortage of housing will be addressed through improved 
availability and efficiency of housing finance and delivery mechanisms. 

Moreover, the DFA strategic objective of "strengthening competitive markets so 
as to provide a healthy environment for private sector-led growth" will be 
advanced through liberalized factor markets by the liberalization of interest 
rates, deregulation of credit, and mobilization of financial resources. 

Importantly, the Program is targeted to address the basic human need for 
shelter and will support reforms to provide housing that is both adequate and 
affordable. 

3.4. Complementarity with Other Donor Assistance 

In addition to USAID, the other major donor active in the housing and urban 
sector is the World Bank. The Bank began operations in Zimbabwe at 
independence, and itl Urban I program is now nearing completion. The primary 
thrust of Urban I wat to assist the private building societies in Zimbabwe and 
to provide mare long term financing for low cost shelter. The program 
stressed lower cost housing and infrastructure designs and sound cost. recovery 
procedure •• 

The GOZ has now embarked on a comprehensive shelter and urban infrastructure 
development program totalling US$580 million. A part of this program includes 
a second World Bank loan, Urban II, for U5$80 million to be used to procure 
plant and equipment for the two Ministries and for local authorities involved 
in the implementation of the program. Some foreign exchange will also be 
programmed for the building societies to meet their expanded computer needs. 
Urban II became effective in January 1990 although it is in its first year of 
implementation. 
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The GOZ'. comprehensive shelter and infrastructure program also includes 
financing commitments from other sources. The single largest contribution 
will total US$242 million over five years for housing finance provided by the 
building societies. The GOZ contribution will total US$223 million over the 
same period and will be used for community facilities, electricity, primary 
infrastructure, maintenance, and institutional development. The balance of 
US$35 million is being provided by other donors in the form of soft loans or 
grants for training and institutional development. 

The World Bank's Staff Appraisal Report identifies several risks in the 
program's implementation. Of major concern to the GOZ and the World Bank are 
the current problema in the private construction and building material 
industries. The concern relates to a lack of foreign exchange for plant and 
equipment, transport, and spare parts. Obviously the foreign exchange problem 
has major repercussions beyond the scope of shelter and affects both the 
public and private sectors. However, Urban II assistance, in terms of plant 
and equipment, is limited to the public sector. 

The World Bank is also considering a separate program for the private 
construction industry with several policy objectives tied to making it more 
export-oriented. While it seems likely that this program will proceed, no 
final decision has been made. USAID has worked closely with the World Bank 
during its initial study and there has been general agreement on the division 
of support. Under the p~oposed pro~ramt World Bank funds would be targetted 
to the construction industry while USAID funds, through the Private Sector 
Housing Program, will be channelled to the building material industry in order 
to increase their capacity. USAID and the World Bank will continue to 
coordinate during the implementation of both programs. Should the Bank's 
construction program fail to materialize, USAID will reappraise the situation. 

Another major concern regarding the implementation of Urban II is the ability 
of the building societies to mobilize the funds necessary for housing 
finance. Nearly half of the total financing programmed under Urban II is to 
be generated by the building societies. During the implementation of Urban I, 
the building societies were at times unable to generate sufficient finance to 
meet demand and, a. a result, there were substantial delays. Both the GOZ and 
the societies are concerned about the ability of the housing finance 
institutions to raise the funds required to meet projected housing mortgage 
demand. The concern related to finance is particularly germaine at the 
present time when funds are being withdrawn from the societies and placed in 
commercial banks, which are paying higher interest rates. USAID and the World 
Bank have worked together to alleviate this conc€rn and believe that the issue 
can be addressed through the proposed reforms to the housing finance s~ctor in 
the Private Sector Housing Program. 

Several other donors are sponsoring urban and shelter related programs 
including the Swedish International Development Agency (SIDA) and the British 
Overseas Development Administration (ODA). In general, these activities have 
involved specific training or technical assistance projects. Neither the 
United Nations Development Program or U.N. Habitat presently have programs in 
the shelter or urban development sector in Zimbabwe. USAID and the World Bank 
are the only two donors undertaking comprehensive programs in the urban sector. 
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4. SECTOR CONSTRAINTS ANALYSIS 

Housins Situation - In the past in Zimbabwe, the existing housing stock hal 
served aa a relatively elastic source of supply, absorbing additional people 
aa lodgers, which haa led to increased overcrowding. Until recently, thi. 
elasticity was sufficient to avoid squatting, but now overcrOWding has reached 
a point where the existing housing stock cannot absorb additional p~ "ple. 
National occupancy rates in the high density areas vary from nine people per 
200-300 m2 plot in some areas to 30 people per 200-300 m2 plot in other 
areas. Approximately 66 percent of the population of the high density suburbs 
are lodgers either renting a room in the main house or a shack on the plot. 
The critical level of demand for housing is being reached and manifests itself 
in spontaneous squatter settlements. 

Although there has been an average annual production of 12,000 to 14,000 low 
cost units over the last five years, the GOZ estimates that only a third of 
urban housing demand is being met. Continuation of the shortfall supply could 
result in an additional one million inadequately housed urban dwellers by the 
year 2000. 

The MPCNH acknowledges a waiting list for Harare of 7,000 households, 
increasing at a rate of 1,200 per month. The waiting list for all the urban 
areas is 500,000 with 70 percent deemed to be low income households. True 
demand is probably much higher, since many households see themselves as unable 
to afford the present low income housing units and therefore do not bother to 
register. 

The GOZ was sensitive to the issue of housing at the time of independence, and 
from 1981, promoted private ownership of formerly publicly owned housing in 
the high density suburbs. Concerned io the early 1980's with a transformaton 
from capitalism to socialism, the GOZ saw their housing policy as a 
redistributive mechanism for redressing colonial income and wealth 
inequalities and to this end were concerned to improve the standard of 
accommodation offered to the lower income levels. In 1983, the MPCNB issued a 
policy directive specifying a minimum plot size of 300 square meters and a 
minimum house size of approximately 55 square meters consisting of two 
bedrooms, a living room, a kitchen, a shower that could be converted into a 
bath, and a separate toilet. 

The cos t of building thiR four-roomed house in 198,3 was approxima te 1y ZS 7,850, 
while the same four-roomed house in 1992 costs approximately Z$35,000. The 
four-roomed core was to be completed through aided self-help in 18 months from 
the time of allocation. The development standards and time frame proved too 
ambitiou. given the financial resources of the low income group. In many 
instances, the standards set in 1983 have led to inc eased overcrowding where 
beneficiaries have taken in lodger families to meet building costs; the 
standards have also created a false expectation among the population of a 
"right to an affordable four-roomed house." 

A household survey conducted in January 1992, using a representative sample of 
urban households found that, on average, owner households are currently 
enjoying the use of four rooms for living and sleeping. The cost of doing so 
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require. that housew and infrastructure designed for single family dwelling 
unit. support 3.4 households on each unit. Nationally, occupancy rateR range 
from 9 to 11 people per plot in Bulawayo and Harare, to 23 people per plot in 
Chitungwiza. Severe overcrowding not only produces social tensions and 
domestic stress but also overloads urban service networks. 

The survey also found that In spite of national minimum standards callins for 
a four roomed core house. the majority of urban residents are lodlers. Ladaer 
families. whatever their size. aSe of children. etc. have to make do with an 
average of only one room for liyiDI and sleepins. They pay more rent per 
man1h for this one room than the whole house mortsaae payments paid by the 
.ID!:M.t. 

In older housing areas of the country (e.g. Sakubva, Mutare) where the main 
house cannot be extended, lodgers are acconmodated in backyard "cottages". 
Even if a household were only to receive a Building Society mortgage to 
construct an initial one roomed house, the chances are high that the household 
would either extend the main house or put up backyard "cottages" from personal 
savings to increase its income from lodgers. Local authorities have been 
unable to halt this trend. 

The median household income from salaries or self-employment in January 1992 
was found to be Z$SSO. An im;~·.,rtant regular additional income is rent from 
lodgers. The 1992 survey found the median monthly rent from lodgers and other 
sources to be Z$170. This gives a monthly median income of Z$720. Average 
household budgets are very close to and even slightly exceed median income 
levels. Any increases in mortgage repayments would have to be met by 
households cutting into the minor budget items or, more likely, food. 
Increases in interest rates and building costs will certainly have a severe 
impact on already fully stretched household budgets. The only way to offset 
the increases is a reduction in plot sizes and building standards and more 
efficient infrastructure design. There is a willingness on the part of 
households to accept this. 

The household survey provided quantitative confirmation that: (a) de facto, 
the majority of the urban population is already living in overcrowded 
conditions; (b) the desire to own one's own home is strong; (c) there appears 
to be an unlimited willingness to pay more for accommodation of one's own; (d) 
there is a high degree of willingness to accept smaller plot sizes and gravel 
roads in exchange for eventual extra floor space; and (e) finally, the 
majority of householde would opt for an undeveloped stand rather than share a 
larger house with another family. 

4.1. The Existioa Housina Delivery System 

As detailed above, the GOZ has promoted the policy of aided self help schemes 
and home ownership since Independence, when low income households were 
allocated serviced lots and received loans for the construction of their 
housing units. In addition to the development of new housing in furtherance 
of its home ownership policy, the GOZ authorized local authorities to sell 
their rented housing stock to sitting tenants. TIle sale price was based on 
capitalizing the monthly rental payable, discounted for each completed year a 
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tens~t had occupied the property. In both cases the m~rtgages between the 
benefi~iar1 and the local authority are repaid over a maximum period of 25 
years at interellt ratell which vary depending on each local authority's average 
cost of n:oney. 

The National Houlling Fund (NBF), which is administered by the Ministry of 
Public Construction and National Housing (MPCNB) , has traditionally been the 
major vehicle through which the GOZ provides housing finance for low income 
beneficiaries. Funds are provided to the NHF in the form of loans from the 
Ministry of Finance (MOF). The NBF in turn lends the money to local 
authorities whose requirements are vetted and approved by MPCNH and Ministry 
of Local Government, Rural and Urban Development (MLGRUD). Complementary 
funds for off-site infrastructure are provided through the General Loan Fund 
(GLF) operated by MLGRUD. 

Prior to FY86/87 the NBF loans to local authorities were used to finance both 
the on-site infrastructure an~ superstructures. The local authorities acted 
as developers with planning approval provided by MLGRUD and construction 
undertaken by private contractors. Private consulting engineers managed the 
work. Since 1988, there has been a gradual shift in responsibility as the 
private sector has become the ~rimary provider of long term housing finance 
for people in the low income groups. The NHF loans to local authorities have 
thus been largely for construction finance to provide the on-site 
infrastructure. Again private contractors and consulting engineers undertake 
and oversee the work. However, the system now enables the local authorities 
to ,ecover the cost of their development by selling the lots to the public 
whl;) , in turn, finance them through the building societies. 

Until the mid 1980's, the building societies were reluctant to finance shelter 
for low income households. Their market niche was middle and high income 
households and their profit margins were attractive. However, given the large 
financial resources potentially available from the private sector, the GOZ, 
with support from USAID and the World Bank, pushed the societies to address 
the massive demand for shelter for the low income groups. In 1987, the GOZ 
gave tax free status to the income from certain investments in the building 
societies (known as "Class CIt shares) which significantly lowered the cost of 
funds to the societies. The reduced cost of these shares and the high level 
of computerization within the building societies operations allowed the 
housing finance industry to handle more business at lower margins. As a 
consequence, the building societies were able to expand the number of annual 
low income mortgages from zero in the mid-1980's to approximately 5,500 today. 

The revised system of housing delivery relies principally on the public sector 
to finance the initial infrastructure and the private sector to finance the 
superstructure. Yet despite the positive changes in this system, the· output 
of low cost housing has been hampered by the lack of building materials, 
shortfalls in the supply of long term nousing finance, and expensive minimum 
building standards. 
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4.2. Doulin, Finance Constraintl 

The constraints facing the building societies are both transitional and 
long-term. The implementation of the ESAP has caused a variety of distortions 
in the financial system which have negatively affected the housing finance 
industry. The most important is the high interest rates which make it 
difficult for buildiQg societies to compete in the money market. However, all 
parties agree that the full implementation of the ESAP will alleviate this 
constraint. 

The l,nger term problem is a quantitative one. No definitive figures are 
avail~ble, but it has been estimated that nearly one in four Zimbabweans is 
seeking shelter, with some 500,000 units required to meet this demand. Once 
sufficient serviced plots are in place, there will, therefore, be a rapid 
growth in demand for long term finance from the building societies. 

a. Transitional Constraints 

Implementation of the ESAP has required the GOZ to balance two important 
objectives insofar as they affect the building societies. The primary 
monetary policy measure is to tighten up liquidity in order to stabiliz2 the 
macroeconomic situation in a period when trade and price controls are being 
lifted. This involves financing GOZ expenditures with private savings, which 
consequently increases the cost of money to positive rates. Money market 
rates, depending on the nature of the funding, now vary between 21 and 36 
perceQt. These rates obviously act as bench marks for bank rates. 

On the other hand, the GOZ is concerned that allowing mortgage rates to rise 
to market levels will result in massive defaults and will make shelter 
unaffordable. The MFEPD and the RBZ bel;eve that low income mortgage rates 
cannot increase any further during the transition. This position is supported 
by local World Ban~ repre~~ntatives. ~ese two policy stances obviously 
present a major problem to the building societies. To maintain the existing 
mortgage rate to low income earners during the transition, the societies 
cannot compete for deposits with the monetary/banking sector. 

In 1990 the building societies had record levels of liquidity which they were 
unable to lend due to constraints in the building material and construction 
industry. However, in August 1990 the GOZ made its first move to liberalise 
interest rates in the money market and the banking system, which led to a 
tightening of the monetary situation and greater competition for deposits in 
which the building societies, with their controlled lending rates, could not 
compete. It was not until F~bruary, 1991 that the building societies were 
allowed to increase their mortgage and deposit rates. 

In July and August, 1991 the Zimbabwe dollar was devalued by 37 percent, and 
there were rapid increases in the money market and bank lending rates. 
Fluctuations in the money markets increased, and rates went up to a level at 
which the building societies could not compete. This led the monetary 
authorities to make a further adjustment to building society rates in 
September 1991. The building societies continued to express concern that 
these adjustments were not adequate to reduce their risk of decapitalization. 
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The only competitive building society deposit was the tax-free share which 
enable. the societie. to avoid decapita1ization. 

The aversge cost of funds to the largest building society, as of the end of 
January 1992, was estimated to be 13.9 percent and their average return on 
money was 16 percent. Variations on these percentages occur in the other 
building societies depending on their debt and asset portfolios. 

In order to assess the effects of interest rate movements on the building 
societies, an analysis of their share and deposit levels was carried out from 
June 1991 to January 1992. Over the seven month period the value of total 
shares and deposits attracted into the building societies rose by 4 ~ercent. 
Inflation figures for the period have not as yet been published. nowever, 
with annual inflation estimated at 25 percent it can be concluded that, in 
real terms, decapitalization of share and deposit levels did occur over the 
period. 

Disaggregating the figures into the various modes of investments in the 
building societies gives a clearer picture of recent trends in the flow of 
funds. Permanent shares, which are funds from corporate and larger investors, 
accounted for about 30 percent of the investments in building societies as of 
January 1992. These shares witnessed declines of 10 percent from June 1991 to 
January 1992, due to their low rate of return when compared to other 
investments. 

lbe building societies have, over recent years, also taken on a banking type 
role for the lower income groups. These groups have limited access to higher 
return investments in the banking and monetary sector an~ principally utilize 
savings accounts offered by the building society system as a channel for their 
monthly earnings. These accounts represented about 42 percent of the building 
societies' deposits and shares in January 1992, and grew by 6 percent over the 
period. 

The tax free Class C Shares, which are linked to reinvestment in low income 
housing, represented about 27 percent of the shares and deposits of the 
building societies in January 1992, and grew by 22 percent over the period. 
This form of investment in the building societies thus increased in real 
terms. These shares, with a nominal return of 12.65 percent, over the period 
provided an effective return of approximately 25 percent for both individual 
and corporate investors. As a result, the tax free shares have become a more 
important sources of income for building societies over the transitional 
period. 

Building societies also offer subscription shares and fixed deposits which 
have lost their attraction as these instruments account for less than 1 
percent of the value of their shares and deposits. The outflow of these funds 
is a result of more competitive rates from the commercial banks. 

b. Loni Term Constraints 

It is expected that, in line with the experience of structural adjustment 
programs elsewhere in Africa, interest rates will come down. In the case of 
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Zimbabwe. it il anticipated that by 1995 rates in the market will be such that 
build!n, societiel can compete for fundi while also retaining mortgage rates 
comparable to those prevailing at present. However, a substantial unmet 
demand for shelter, and particularly low cost shelter, will remain. Until the 
liquidity crisis arose in 1990, the building societies were providing an 
average of 5,550 low cost mortgages per annum. Yet a 1989 study undertaken 
for USAID found that demand was approximately 38,000 units per annum and it is 
believed that this number haa increased. 

Numerous problems limit the ability of the sector to meet this demand and, 
despite the recent high levels of liquidi~y, housing finance is a concern over 
the long run. Specifically, the building societies lack a variety of 
competitive instruments to secure additional finance from private investors. 
Their greatest assets, the mortgages, are held without any mechanism to 
leverage additional finance. 

4.3. Construction and Buildini Material Constraints 

A study completed in June 1991 for the World Bank found that the construction 
industry had an annual turnover in 1990 of approximately USS350 million, or 
about 6.5 percent of GDP. Despite the importance of the construction sector 
in the economy, both the building materials manufacturing industry and 
building and civil engineering contractors experienced severe difficulties in 
the latter half of the 1980's due to frequent breakdowns of their plant, 
vehicles and equipment. 

For example, the World Bank study showed that half of the civil engineering 
contractors' plant was more than 10 years old and 33 percent was more than 15 
years old. The study gives examples of the delays caused by outdated and 
unreliable plant. A recent rural roads project in an agricultural area took 
about twice the time (two years) and cost 40 percent more than if it had been 
constructed by a contractor owning the typical mix of old and new plant that 
most contractors in an open economy would possess. A high rise apartment 
block took six months longer than the 24 months that would normally be 
required and cost about 12 percent more than if proper plant had been 
available. 

Severe shortages of building materials have also had a dramatic effect on the 
economy. For the large contractors, the main response has been to increase 
their prices, which ultimately has an inflationary impact on the economy. 
Small contractors, who are trying to cope with severe shortages and parallel 
market prices, are often forced into bankruptcy and leave jobs uncompleted and 
debts· unpaid. 

The root cause of these difficulties is an acute lack of foreign exchange. 
The World Bank study estimates that the industry has incurred direct plant 
operating cost increases of approximately Z$33.5 million per year as a result 
of poor equipment. The same study estimates that total demand for new plant 
and equipment in the sector exceeds US$87 million. 

The analysis undertaken for the Private Sector Housing Program examines the 
constraints in the construction and building materials industry from the 
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perspective of the housing sector, where the impact has been greatest. Major 
actor. in this analysis are the small contractors and individuals who have the 
least economic power and influence to overcome shortages and breakdowns. 

The constraints experienced fall into two categories: (a) poor output due to 
lack of spare parts; and, (b) insufficient capacity due to lack of machinery. 
These constraints affect both the materials manufacturers and the building 
contractors. The two categories are strongly interrelated. Newer machinery 
would reduce the demand for spare parts and increase capacity and, in an open 
economy, a large proportion of the machinery still in use in Zimbabwe would 
have been replaced by new machinery. However, in the context of severe 
foreign exchange shortages, this has not been possible. 

The study conclUdes that although some inputs and materials have been put on 
OGIL, as noted below, action is required to increase the production ~f the 
following basic construction materials: 

a. ~nt - The capacity of the cement industry is about 100,000 tons per 
month or approximately 10,000 tons ?~r month below today's demand. 
Recognizing this shortfall, the GOZ has placed cement on OGIL. However, 
the cost of imported cement is about 30 percent higher than that produced 
locally. This is the m08t important material in the entire construction 
industry since it is a component in walls, floors, roof sheeting and 
pipework. 

b. ~~~ - The shortage of cement, and therefore cement blocks, has 
stimulated brick production, but, it is insufficient to meet the demand. 
This has led to bricks being sold at prices far above those recommended 
by the manufacturers. 

c. ~~ - Aggregate is an essential component for all concrete work, 
and is made by crushing rocks. Much machinery for the production of 
aggregate is antiquated, so periodic shortages occur. 

d. fibre Cement - The normal material for roof sheeting in low income 
housing developments is fibre cement. This has been subject to frequent 
shortages, and there are delivery delays of twelve months from date of 
order. 

e. ~o~r Frames - Door frames used in low income housing are made from sheet 
steel. Although the factories have the capacity to meet the demand,' 
Zimbabwe Iron and Steel Company (ZISCO) is unable to supply the sheet 
steel required, and regular shortages occur due to inadequate foreign 
exchange to import it or to increase production. 

f., Wall Pain! - Wall paint is made from materials already on OGIL, and there 
are adequate supplies. However, gloss paints, essential for preserving 
steel and externally used wood, require different materials, for which 
specific import licenses are required, and shortages persist. 
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g. ligAa - Pipes are usually made out of either PVC or fibre cement. PVC 
is now on OGIL, and therefore the factory is working at full output. 
However, ita capacity is inadequate. The capacity of the cement pipe 
factory is reduced by recurrent cement shortages (though to a much less 
extent than previously), and remains inadequate for the demand. Water 
fittings are generally available. 

The root of the problem for each of these items lies in machinery that 
requires constant maintenance and the replacement of worn or broken parts. 
Delaya in obtaining import licenses for spares are a major factor in lost 
production which, in turn, significantly increases production costs by having 
plant and labor lying idle. 

In addition to the building materials industry, there are also constraints 
related to contractors' vehicles, plant and equipment. These items were 
examined by the World Bank's consultants (Construction Industry Development 
Study, Giersing Rose A/S, Copenhagen) in 1991. They found that the 
construction industry incurs direct increases in plant operating costs of the 
order of US$12 million per annum due to the age of the equipment. This cost 
is passed to the consumer. 

The World Bank report states that specific requirements include US$lOO million 
for plant (some of which could be bought second hand from abroad), US$17 
million for vehicles, and US$lO million for spares. Once this equipment had 
been bought the consultants estimated that a further US$20 million would be 
required annually for replacements of vehicles and plant, and US$lO million 
for spares. 

It is important to note that these figures do not include the demand from 
building materials manufacturers. Cement and brick producers both use much 
heavy earthmoving machinery and transport, and are equally in need of more 
reliable equipment. 

4.4. Land Development Constraints 

The land delivery system in Zimbabwe is one of the most efficient in Africa. 
Titling, planning and building star.dards, and land acquisition procedures 
exist and are implemented. 

However, there are several regulatory constraints that contribute to the 
difficulty in securing shelter for the low income groups. Generally, the 
constraints are: (a) public/private sector inequalities concerning the 
recovery of off-site infrastructure charges; (b) difficulties it.' bdnging 
appropriate urban land onto the market; (c) inappropriat€ly high land .use and 
infrastructure standards; and, (d) unaffordably high minimwu building 
requirements. The analysis for the Private Sector Housing Program identified 
the regulatory constraints in detail and specifically examined the associated 
costs and legislative reforms required to amend current practices. 

a. Land Identification. Acquisition and Zoninl - Land in urban areas is held 
under individual title and registered by the Registrar of Deeds. The 
registration is accompanied by a survey diagram or ,;eneral plan filed in the 
offices of the Surveyor General. 

/ 
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Private developer. acquire lan' in the free market. In cases where the local 
authority acts a. the developer, land may be compulsorily acquired under 
strict guidelines. However, in many urban areas local authorities fail to 
identify land shortages as a constraint in sufficient time, and development is 
delayed by lengthy procedures to extend urban boundaries or make compulsory 
acquisitions. 

All land within the major urban centers in the country is covered by zoning 
plans. Typically, these plans give local authorities little flexibility to 
permit development that is not in accordance with a stipulated zone, no matter 
how out of date. Since most urban centers are covered by zoning plans which 
are more than 20 years old, this can result in unsuitable development. 

b. Layout Plan Preparation - Once a suitable block of land is acquired, a 
layout plan showing detailed plot boundaries is prepared for subdivision 
purposes. The lafout must adhere to a number of planning and health 
standards. However, the volume of output of layout plans is low in comparison 
to the need. A review of layout plans approved over the past five years shows 
that, on average, 7,500 plots per annum are approved. 

The low volume of output of plans is a reflection of lack of experience among 
planners in the public sector and lack of incentive structures for civil 
servants. In addition, the quality of these plans is often lacking due to: 
(a) a reliance on inadequate base mapping; (b) planners' lack of attention to 
detail; and, (c) planners' lack of appreciation of urban development costs and 
how the design of a layout impacts on costs. The result is both increased 
infrastructure costs due to poor deSign and delays in land surveying. 

c. Land Survey - Surveying has been cited as one of the major bottlenecks in 
land delivery for low cost housing. The procedure is that once a layout plan 
is approved, a permit to subdivide is issued by the local authority. A 
registered Land Surveyor then places permanent beacons identifying the 
boundaries of each lot on the ground, followinc which the surveyor submits a 
cadastral survey plan to the Surveyor General's Office for approval. When 
this approval has been granted, the Registrar of Deeds issues certificates of 
registered title. 

Various means of reducing delays in surveying have been suggested, ranging 
from the use of block survey only (instead of individual plot survey) to the 
simplification of the survey system, or,making the requirements for 
registration of surveyors less rigorous. These measures would, each in its 
own way, reduce the level of accuracy with which the individual lot is 
identified. However, the cadastral system in place in Zimbabwe is considered. 
by the GOZ to be appropriate and cost effective, and there appears to be 
unanimity in the country that little would be gained by reducing the 
requirements for accuracy. In fact, there has never been a land title 
successfully challenged in the courts in Zimbabwe and no title insurance 
exists. 

The problem appears to lie more in other aspects. In numerous cases the 
surveying is delayed because of inconsistencies between an approved layout 
plan and reality on the ground. In some cases layout plans are not 
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surveyable. As a result of these constraints, private surveyors are only able 
to start surveying four ~Iunths after commissioning. Once completed, approval 
from the Surveyor General's office take. ten month. due to a lack of 
experienced personnel, a limited operational budget, and the lack of an 
incentive structure for personnel. 

However, the major cause for delays is the shortage of manpower. Although 18 
survey students have graduated from the University of Zimbabwe in the last 
three years, there are only 24 registered land surveyors working in Zimbabwe. 
This is because many surveyors leave the country once they are registered for 
more competitive remuneration packages offered elsewhere in the region. A 
primary reascn for the low remuneration in Zimbabwe is that registered 
surveyors operate under a legislated prescribed schedule of fees which have 
not kept pace with inflation. The issue is further complicated by the 
surveyors' lack of vehicles. In addition, there is a need for more modern 
survey equipment in both the public and private sectors. 

d. Infrastructure Services - Infrastructure services consist of roads, 
sewers, and water supplies both on and off the site of development. Two sets 
of issces are raised related to these services: (a) the system by which 
infrastructure costs are recovered; and, (b) the design standards which are 
utilized and their related costs. 

All capital costs of the house, which include the dwelling unit, road access 
and storm water drainage, land and survey fees, water and sewerage connection 
fees, and capitalized interest, are recovered directly through the 
individual's purchase agreement. The capital costs of water and sewerage 
reticulation in publically developed projects are generally recovered from 
tariffs charged to all low cost housing areas, or in some cases across the 
city as a whole. Operation and maintenance costs, as well as administrative 
costs, are recovered from fixed monthly "Supplementary Charges". However, 
private developers, with some recent exceptions, have to bear the full capital 
costs of water and ,ewerage reticulation. This is passed on to home owners as 
an upfront item in the plot sale price. As a result, the plot sale prices in 
private developments have to be significantly more expensive than in the case 
of local authority developed plots. 

The specificationa and standards used for design of infrastructure for low 
cost housing development are laid down in a series of technical reports 
prepared by MPCNH and MLGRUD. Over the past decade, infrastructure costs have 
escalated rapidly. In 1982 a 300 square meter plot cost Z$1,500 to service, 
while the same size plot costs Z$7,OOO today. There is a clear need to review 
the standards being implemented in light of the declining real incomes of low 
income households. This includes not only the plot size but also minimum road 
and sewer standards. 

e. Buildina Standards - Minimum standards for superstructure built on all 
plots in governed by specific acts and regulations implemented by MLGRUD and 
MPCNH. Current standards call for external walls to be 200mm thick and a 
complete four room unit to be built within 2 years, with each room larger than 
7 square meters. The cost of this unit is approximately Z$32,OOO. An 
affordability analysis, detailed in Annex III-C, demonstrated that this is not 
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affordable to urban households earning below the median income level. As a 
result, the majority of low income house ownera take in lodgers in or1~r to 
repay monthly mortgage.. This leads to overcrowding of the housing !:tcck; on 
average there is one family per habitable room and up to 30 people p~r plot. 

Design standards used by some local authorities in low cost housing are above 
the existing minimum standards. Furthermore, these minimum standards for 
infrastructure often exceed what is actually required, thereby adding 
unecessary costs. Finally, ancillary land use standards for schools and other 
facilities, in Zimbabwe's low coat housing areas are high in comparison with 
standards used elsewhere in the region. This again adds substantial costs to 
the development. 

5. PROGRAM STRATEGY 

5.1. Addressin, Constraints in Low Cost Shelter Financin, 

There are three key aspects to the program strategy to increase low income 
household access to mortgage finance: Transitional, Medium Term, and Long 
Term. The programmatic framework for each aspect is described belo~. 

The Tran.s.ition - Over the structural adjustment "transition" period of now 
until 1995, there is a need to provide an adequate flow of funds to ensure 
that the delivery of private, low income housing final1ce is not interrupted 
during Zimbabwe's period of structural adjustment. Therefore, the program 
proposes to use local currency counter deposits to raise the liquidity levels 
in the building societies and to use program technical assistance to identify 
short term instruments that will raise funds at a cost of money equal to the 
existing high density housing mortgage rate. 

The objective of these measures is to raise additional finance for low income 
housing over the period of high inflation without necessitating a substantial 
increase in the variable interest rates. Once interest rates are positive, 
either by a decrease in the inflation rate or further increases in the average 
mortgage rates, building societies will be in a position to compete for 
additional resources and large capital assistance will not be necessary. 

To achieve "transition" objectives, the program includes conditionality 
related to: (8) the channeling of local curr.ency counter r'eposit resources to 
building societies for on-lending for low income mortgage~; (b) the 
stimulation of building societies to access private sector funds to match 
progra. and GOZ local currency transfers, blending them for affordable low 
income household mortgage lendin~; (c) modifications in implementation of a 
new housing bond instrument, (d) changes in regulations governing the ceiling 
for building sodety surplus fund accounts, and (e) a continuous review of 
interest rates paid on tax-free shares. 

The Medium Term - The program will achieve medium term results as well. 
Conditionality and technical assistance will be complementarily used to 
develop attractive inst~uments to increase financial sector lending 
capabilities in the medium term, when inflation is expected to be 
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substantially reduced and the building societies will be in a position to 
compete for market rate funds without causing massive defaults. This will 
require new inve.tment instruments which the housing finance industry can 
issue in order to raise additional funds. Program conditionality and 
technical assistance will be used to ensure that systemic changes are 
undertaken in the financial sector to optimise the investment of private 
sector savings in low income housing, including the introduction of a 
Negotiable Certificate of Deposit financing instrument and elaboration of an 
action plan for the establishment of a secondary mortgage market in Zimbabwe. 

lbe Lon, Tetm - Over the long term, there is a need to recognize that: (a) a 
fundamental component of the struct~ral adjustment program is the 
de-regulation and expansion of the private financial market; and (b) financing 
of shelter is not independent of the overall financial market. Technical 
assistance resources will be used to conduct analyses to determine the 
potential influence of planned structural adjustment reforms related to the 
liberalization, deepening, and strengthening of the overall private financial 
market to enable the private sector to become the catalyst for economic growth 
and investment in low income shelter. 

Specifically, the program will include conditionality and technical assistance 
to increase understanding of issues related to the current segmentation of the 
financial market in Zimbabwe, which appears to encourage financial 
institutions to restrict their activities or specialize in certain areas of 
lending or deposit taking. The analysis will examine, ~ alia, how the 
resulting lack of competition may lead to higher interest rates and poor 
levels of service. Other areas for research include mechanbms,-''J ~hift the 
provision of lc~ cost shelter construction finance from the p~~li~ sector to 
the private sector. Anot.her identified area of research is the possible role 
of the municipal bond market in attracting private financial resourcp.s for 
financing muncipal infrastructure such as roads, markets, bus parks, etc. 

5.2. Addressin, Constraints to the Provision of Adequate Ouantities of 
Low Cost Buildin, Materials and Shelter Constructipn 

The proposed program will address constraints in the construction and building 
materials industries through: (a) conditionality that requires expansion of 
the ROGIL to include industry relaterl items, (b) the use of US$75 million in 
program foreign exchange to support OGIL imports, and (c) the provision of 
technical assistance and training to increase competition in the production of 
material. and diversification into more appropriate, cost effective production 
tr.chniques and materials. The program inputs should result in more efficient, 
cost effective production of increased quantities of building materials to 
supply local demand at a lower cost to low income households. 

5.3. Address!n, Constraints in the Land Deliyery System 

The Private Sector Housing Program also proposes a series of policy reforms 
related to the land delivery system. The specific reforms are designed to 
reduce the cost of shelter and to increase the role of private developers and 
financiers in th~ servicing of plots and construction of a minimum housing 
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structure support for low income households. Specific reforms are proposed to 
reduce plot size., infrastructure requirements, and the size of school sites. 
Furthermore, the program will remove regulations which make privately 
developed plots more expensive than similar plots developed by the public 
sector. In addition to program conditionality, local currency counter 
deposits to the U.S. dollar loan resources and GOZ budget resources will be 
placed by th£ GOZ into the National Housing Fund to finance local government 
development of plots. Also, the local authorities will be encouraged to 
expand their use of the private sector for plot development, and the private 
sector role in housing development should be increased over time. 

USAID recognizes that delays in the implementation of the ESAP or high level 
focus on the drought may affect program implementation. However, the 
tranching of financial resources and conditions precedent will enable the 
program to proceed as quickly or slowly as required. A detailed discussion of 
the risks is included in Sections 7.5 and 8. 

6 • PROGRAM FRAMEWORK 

6.1. Proiram Goal and Purpose 

The goal of the Private Sector Housing Program is to increase the level of 
homeownership for low income households in Zimbabwe's urban centers. The 
program purpose is to increase low income household access to affordable 
shelter in urban areas on a sustainable basis. At the end of the program four 
major conditions will exist, which will be measured as described below: 

(a) More housini will be available at more affordable prices to low income 
households. 

Measures: (i) An additional 45,400 serviced plots made available over 
the five year life of the program for low income households and a system 
in place to recycle financing for plot development every 24 months 
leading to a sustainable resource for plot development; (ii) Average cost 
of a habitable plot reduced by 47 percent in 1992 Zimbabwe dollars to 
Z$9,600 or less. (The measures assume an average cost of serviced plot 
to be Z$l1 ,000). 

(b) Private sector role in low income housine finance expanded by buildine 
societies' ability to attract more resources. thus increasini the flow of 
fwd. and low income household access to marteaee finance' for stand 
purchase. 

~asureB: (i) At least an additional Z$235 million made available by the 
GOZ through building societies exclusively for low cost housing finance; 
(ii) Building societies able to access as much as an additional Z$235 
million for low income lending; and (iii) 43,200 low income mortgages 
provided. 

( l 
I 

) 
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(c) Expanded buildiol materials industry producinl more efficiently. at lower 
~. 

~~: Construction costs decreased by up to 10 percent in 1992 
prices i 

(d) Construction industry buildinl more houses annually. 

MeasureA: (i) volume of low income houses produced increased 10 percent 
per annum; and (ii) an additional 8,000 jobs created over the life of the 
Program. (The measure assumes 20 percent of total construction costs are 
for labor.) 

(e) The financial sector will be liberalized and have improved capacity to 
respond competitively in attractinl funds and lendinl for investment. 

Measures: The building societies will be liquid, with enough financial 
resources to accommodate low income household demand for mortgage 
financing. 

6.2. Program Outputs 

The proposed program elements, including foreign exchange, local currency, 
policy changes, policy dialogue, and technical assistance will, with 
successful management and implementation, produce the following outputs: 

CONSTRUCTION AND BUILDING MATERIALS INDUSTRIES 

(a) Local buildinl materials industry has increased access to for~ 
exchanle to purchaae equipment for plant expansion required to meet local 
demond. Achievement will be measured by evidence that the ROGIL has been 
expanded to include items required to accommodate at least existing 
production capacity. 

(b) a~ini (construction) contractors have access to essential spares and 
equipment needed to increase construction efficiency and volume. 
Achievement will be measured by 10 percent increase per annum in volume 
of private construction works . 

. HQlJSING FINANCE: 

(c) Local government role in the provision of housinl is limited to plot 
seryicini and construction of minimum support structure. Achievement 
will be measured by reports indicating th,t: (i) Z$250 million has been 
made available to local government authorities through the National 
Housing Fund to be used for plot servicing and minimum support structure 
construction; (ii) the resources are recycled every 24 months; and (iii) 
off-site infrastructure costs are treated equally for public and private 
housing developments. 

,.1 ) 
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(d) Buildio, societies hav~ access to additional resources for lendio, to low 
incQII household. for mort,.,es. Achievement will be measured by the 
amount of resources (at least Z$450 million) channeled by building 
societies to low income mortgage financing. In addition, the operation 
of new financial mechanisms will be monitored, a8 will the changing of 
regulations governing building society deposit, interest, and surplus 
fund rates. 

(e) The financial sector deepened to improve capacity to respond 
competitively in attractin, funds and lendin, for investment. 
Achievement will be measured by evidence that: 

-- New financial instruments are approved and operational: HNCD, Housing 
Bonds, Housing Bond tax, etc. 

Regulations governing interest rate ceilings on savings and deposits 
held by building societies' modified. 

-- Analyses completed (and findings disseminated throughout the GOZ and 
private sector) of: ceiling for tax free shares, capabilities of 
private construction financial sector to supplement NHF, feasibility 
of establishing secondary mortgage mar.ket, how a municipal bond market 
could be supported, of potential for promoting increased competition 
in the financial sector through de-regulation. 

LAND DELIVERY SYSTEM 

(f) The land delivery system policies are modified to increase 
affordability. Achievement will be measured by evidence that the GOZ has 
implemented actio~s to ensure that: 

Standards rationalized are for plot frontage, minimum size of plots, 
SChools site sizes, minimum super.tructure requirements, sewer sizes; 

Road sealing/access requirements are reduced; 

Land surveyor fees are de-regulated; 

l~cal authorities are encouraged to use private sector planners; 

-- Method for cost recovery of all infrastructure charges involves equal 
treatment of public and private developers of low cost shelter; 

6.3. Pro,ram Inputs 

The program will be supported with the financial and technical resources 
described below. A detailed description of the use and management of the 
financial and technical resources is included in Section 8.2. 
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(a) US.50 million in Housing Guaranty (HG) loan funds will be made available 
in three tranchea over the life of the program. The U.S. dollars will be 
used to support the OGIL. 

(b) The GOZ will contribute local currency in an amount equivalent to half 
the HG loan resources (Z$125 million), and ZS125 million from its own 
budget resources for deposit in the National Housing Fund for financing 
plot development. These funds will be recycled every two years and will 
create a sustainable fund to finance plots for the urban poor. 

(c) US$25 million in DFA cash grant funds will be made available in the form 
of non-project assistance in three tranches (US$lO million, US$5 million, 
US$lO million) simultaneously with the loan funds, subject to the same 
conditionality. USAID will disburse the U.S. dollar resources to support 
the OGIL. 

(d) The GOZ will transfer as a grant one half the local currency equivalent 
to the HG loan funds (ZS125 million) and the local currency equivalent to 
the cash grant (Z$125 million less 10 percent for the A.I.D. Trust Fund) 
to the building societies exclusively for low income mortgage financing 
during the transitional period. 

(e) The building societies will raise "matching" resources to the GOZ local 
currency contributions to be dedicated exclusively for low income lending. 

(f) US$2.68 million in DFA grant funds will be used for technical assistance 
and training to support reforms in the construction, housing finance, and 
land delivery sectors. 

(g) Personnel input will include a USAID direct hire and a Personal Services 
Contractor to manage the program. USAID management input will also be 
provided by the Mission Director, Deputy Director, and their designees. 

(h) The GOZ will provide the equivalent of ZS890,OOO over the life of the 
program as in-kind contributions of the time of personnel in the MFEPD, 
MPCNH, MLGRUD, MIC, MEC, and the Reserve Bank of Zimbabwe. Specific 
expenses will include salaries, office space, and equipment for the 
personnel required to implement the program. 

6.4. Proaram Components 

The Zimbabwe Private Sector Housing Program proposes specific modifications to 
the existing shelter delivery system to address the constraints identified in 
Section 4. The underlying principle in seeking the reforms is to make the 
existing low income shelter sector sustainable and more responsive to the 
needs of beneficiaries and to make shelter more affordable. The formulation 
of the proposed modifications derives from an intensive dialogue with both the 
public and private sector as well as USAID's twelve years of experience 
working in the low income shelter sector in Zimbabwe. 
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It should be noted that the conditionality al presented in this document 
represent. the substantive content of agreed upon actions. The precise 
language for each condition may be modified to reflect USAID negotiations with 
the GOZ, within the substantive intent of these conditions precedent. 
Similarly, additional conditionG may be provided for in the Program Agreements 
which are not considered essential to the authorization of this program, e.g., 
completion of studies. 

All conditions precedent are to be met "to the satisfaction of A.LD.", and 
Program Implementation Letters (PILs) will be utilized to provide the 
Government with guidance in that regard. Additional, routine conditionl 
precedent as to necessary foreign exchange account and local currency account 
will be included as required by A.I.D. guidance and regulations. 

Table 1. Summary of Inputs and Outputs 

USAID INPUTS (USS) 

HG Loan 
Cash Gra:lt 
Technical Assistance 

GOZ INPUTS (Z$) 

HG Local Currency Equivalent 
Cash Grant Local Cur. Equiv. 
GOZ Budget Kesources 

PRIVATE SECTOR INPUTS (Z$) 

1 

$ 15M 
$ 10H 
$2.68M 

$ 7sM 
$ sOM 
$ 25M 

Building Societies/Priv. Sect $ 85M 

Outputs (Z$) 

$ 20M 
$ sM 

$100M 
$ 25M 
$ 25M 

$ 72.sM 

a. 45,400 total plots for low income households 

$25M 

$ 15M 
$ 10M 

$ 7sM 
$ sOM 
$ 25M 

$ 80M 

b. Financing for approxi~ately 43,200 low income mortgages 
c. 8,000 construction related jobs 
d. Policy Changes 

Assumptions: 

a. Average cost and mortgage of Z$ll,OOO per plot 
b. Exchange rate of Z$5 = US$l. 

$ 25M 

c. Of total construction, 20 percent labor component and average wage of 
Z$ssO/month 

,," \ 
· .... I; 
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6.4'.1. Construction and Buildina Materials Industry Reform 

(a) Conditionality and Covenants: 

Condition -

~rior to the first disbursement. the GOZ provides evidence that it has 
placed on the Restricted OGIL all items (primarily spare parts~ 
mutually aareed upon by the GOZ and A.I.D •• to assist the buildina 
materials industry to (i) produce at rull exiijtina capacity: and (ii) 
expand production capacity (restricted to buildina materials industry). 

Ration~ - The interlinkages in the construction process are such that an 
assured supply of all materials is required to achieve the efficiency 
necessary to increase production. Program conditionality will require that 
items be placed on the ROGIL which will: (a) assist the building materials 
industry to produce at its existing full capacity (primarily essential spare 
parts, consummables, and raw materials to increase production for the 
domestic market); and (b) assist the building materials industry to expand 
production capacity (imports needed to incrementally expand a firm's 
existing capacity). 

Condition -

frior to the first disbursement. the GOZ provides evidence that it has 
placed on the Restricted OGIL~ 

iil Spare parts. as mutually aareed upon by the GOZ and A.I.D. for 
work on housin, projects requirina earth movin,. road buildina. 
and the layin, of water and sewaae pipes (restricted to buildina 
and ciyil enainp,erini contractors). 

iiil Mechanical components. as mutually aareed upon by the GOZ and 
A.I.P. required for the manufacture of concrete mixers and 
dumpers which are made in Zimbabwe but require imported eniines 
and some other mechanical parts (restricted to manufacturers of 
such equipment). 

Rationale - The program conditionality requiring the placement of specified 
spare parts, plant, and equipment on the Restricted OGIL will serve to 
reduce the cost of building materials by increasing competition •. This is 
necessary because the building materials industry is dominated by large 
firms which, particularly due to an excess of demand over supply, have been 
trading virtually on a monopoly bash •. In this regard, program 
conditionality will requirt that the GOZ make foreign exchange resources 
available through the Restricted OGIL (end users defined) to import items 
required for: 
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(a) new plant start-ups for comparable products; 

(b) new plant start-ups or existing plant modification to increase the 
diversity of products (e.g., wooden door and window frames to 
compete with only steel doors and frames currently produced); and 

(c) the establishment of smaller scale plants which can be 
geographically dispersed, and which use low cost, unsophisticated 
technologies (e.g., bricks, concrete blocks, roof tiles, door and 
window f~ames, etc.). 

The World Bank is preparing a project to partially meet the needs of larger 
building contractors for new plant and spares, and what follows assumes that 
this ~roject will proceed. The World Bank acknowledges that their proposed 
project will not be sufficient to meet the demands of the industry, and 
additional financing is required of the order of at least US$50 million. 
Therefore, the above cited condition related to the foreign exchange needs of 
the construction contracting industry will effectively complement the Bank 
project. 

For example, as a result of program conditionality related to the expansion of 
items on the OGIL, civil engineering contractors working on housing projects 
requiring road building and the laying of water and sewage pipes will have 
access to needed foreign exchange for spares. Funds for new plant and 
equipment will be provided under the World Bank project. 

Similarly, small scale building contractors will have increased access to 
building materials whose local production can be greatly expanded as a result 
of the increased access to mechanical components required for the manufacture 
of concrete mixers and dumpers (restricted to manufacturers of such 
equipment), which are made in Zimbabwe but require imported engines and some 
other mechanical parts. 

The commodities to be placed on the OGIL can be fairly well differentiated 
from the items required by other sectors, and it is not expected that the 
demand will be excessive. 

(b) Technical Assistance and Trainin& 

The technical assistance and training component related to the construction 
industry is important to increasing employment in the sector and expanding the 
production capacity of the sector, particularly for semi-skilled and 
un-skilled workers. The purpose of the technical assistance is to support the 
expansion of the number of firms producing building materials and the manner 

. in which those materials are manufactured. 

With respect to competition between contractors, it has long been a concern of 
the GOZ that small indigenous contractors have not thrived. USAID has 
already, under the ZIMMAN II project, embarked upon an on-the-job training and 
technical assistance project to help small contractors develop the skills 
necessary to compete effectively in the market place. This project, if 
preliminary results arf: positive, could be expanded under the Private Sector 
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Housinl Prolram to widen its geographical coverage, and deepen it so as to 
benefit the very small scale contractors who are typically employed on 
individual house building contracts. This kind of technical assistance is 
essential to achievement of the program objectives because the vast majority 
of low income houses are constructed by small scale contractors. 
Approximately US$400,OOO will be made available under the proposed program for 
this purpose. 

The proposed program will also fund, through sub-agreements with 
non-governmental organizations in the region and/or the U.S., the 
establishment and expansion of existing small scale building manufacturing 
enterprises by increasing Zimbabwe's exposure to appropriate technology for 
the manufacture of building materials by small scale enterprises and by 
facilitating information exchange and technology transfer. In addition, 
workshops and meetings to expose a wider public to the concepts would be 
organized. The total cost of this activity is expected to be US$80,OOO. 

Studies, workshops, and seminars will also be funded to expose Government 
officials, architectural and engineering consultants, and building and civil 
engineering contractors to the advantages of more labor intensive methods in 
the construction sector and to establish appropriate frameworks within which 
the new technologies can be successfully utilized. The effort will incude 
comprehensive studies of practices in Zimbabwe and comparable economies. 
Adoption of the new techniques and technologies should expand semi-skilled and 
unskilled employment opportunities in the construction industry. The cost of 
the activity is estimated at US$50,OOO. 

6.4.2. Low Income Bousini Finance Reform 

(a) Conditionality 

~TransitiQn - In accordance with the Program Strategy set forth in Section 
5, the objective during the transitional period of economic structural 
adjustment is to raise the liquidity levels in the building societies and to 
identify short tel~ instruments that will raise funds at a cost of money lower 
than the high density housing mortgage rate. The analyses identified a number 
of possible mechanisms to assist the private housing finance industry over the 
transitional period. In February 1992, several of the measures recommended in 
th~ analysis were implemented by the GOZ. Program conditionality will support 
further changes required to maximize th~ impact of the adopted changes, as 
described below. 

Condition -

The GOZ airee, that. oyer the life of the Proiram. local currency counter 
deposita equal to half the BG loan resources disbursed will be made 
available. aloni with local currency counter deposita equal to the 
tronched U.S. dollar ca&h ;rant funds (lesa ten (10) percent for the 
A.I.~. administered Trust Fund ACCOunt), on a ;rant basis to Buildin; 
Societies to be blended with "matchinl". commercially borrowed resources 
to be used for the exclusiye purpose of low income mortlale financinl' 



- 56 -

Prior to the third disbursement. the GOZ will haye successfully. and in 
confoCDAQce with the GOZ Framework f9r Economic Reform Prolram. moved low 
~,e mortlale lendinl to real. positive intere~t rates. 

Rationale -

Implementation of the ESAP has required the GOZ to balance two important 
objectives insofar as they affect the building societies. The primary 
monetary policy m~asure is to tighten up liquidity in order to stabilize the 
macroeconomic situgtion in a period when trade and price controls are being 
lifted. This involves financing GOZ expenditures with private savings, which 
consequently increasl!s the cost of money to positive rates. Money market 
rates, depending on the nature of the funding, now vary between 21 and 36 
percent. These rates obviously act as bench marks for bank rates. 

On the other hand, the GOZ is concerned that allowing mortgage ra~es to rise 
to market levels wi.1l result in massive defaults and will make shelter 
unaffordable. The ~;FEPD and the RBZ believe that low income mortgage rates 
cannot increase any further during the transition. This position is supported 
by local World Bank representatives. These two policy stances present a major 
problem to the building societies. To maintain the existing mortgage rate to 
low income earners during the transition, the societies cannot compete for 
deposits with the monetary/banking sector. 

In 1990 the building societies had record levels of liquidity which they were 
unable to lend due to constraints in the building material and construction 
industry. However, in August 1990 the GOZ made its first move to liberalise 
interest rates in the money market and the banking system, which led to a 
tightening of the monetary situation and greater competition for deposits in 
which the building societies, with their controlled lending rates, could not 
compete. It was not until February 1991, that the building societies were 
allowed to increase their mortgage and deposit races. 

The average cost of funds to the largest building society, as of the end of 
January 1992, was estimated to be 13.9 percent and their average return on 
money was 16 percent. Variations on these percentages occur in the other 
building societies depending on their debt and asset portfolios. 

It is expected that, in line with the experience of structural adjustment 
programs elsewhere in Africa, interest rates will come down. In the case of 
Zimbabwe, it is anticipated that by 1995 rates in the market will be such that 
building societies can compete for funds while also retaining mortgage rates 
comparable to those prevailing at ~resent. However, a substantial unmet 
demand for shelter, and particularly low cost shelter, will remain. Until the 

. liquidity crisis arose in 1990, the building societies were providing an 
average of 5,550 low cost mortgages per annum. Yet a 1989 study undertaken 
for USAID found that demand was approximately 38,000 units per annum and it is 
believed that this number has increased. 

Numerous problems limit the ability of the sector to meet this demand and, 
despite the recent high levels of liquidity, housing finance is a concern over 
the long run. Specifically, the building societies lack a variety of 
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competitive instruments to secure additional finance from private investors. 
Their greatest assets, the mortgages, are held without any mechanism to 
leverage additional finance. 

Condition -

Prior to the first disbursement. the GOZ will authorize in writini the 
huildini societies to offer competitive returns on investment to the 
depositors of surplus funds. 

Rationale - Surplus funds are another potential source of finance during the 
transition. The funds are retained earnings of locally incorporated, foreign 
controlled companies. In accordance with exchange control regulations, the 
funds may be used to conduct normal business operations or to finance 
expansion of existing business operations. It is reported that there is 
approximately Z$200 to Z$300 million in surplus funds in the local economy. 
It is estimat~d that about half of these funds could be attracted into housing 
finance. In February 1992, the GOZ increased the ceiling for building society 
surplus fund accounts to Z$200,OOO and raised the interest rate to 8 percent. 
However, there is a concern as to whether this interest rate increase will 
attract funds into the societies. 

USAID has proposed the surplus fund instrument for low cost housing finance in 
the past. It is recognized that this is a short term instrument that ~ill be 
eliminated by the completion of the structural adjustment program. 
Furthermore, it is likely to be a diminishing resource as competitive 
pressures reduce levels of liquidity. Notwithstanding the above, the Program 
will support the implementation of this measure as a short term instrument to 
improve the liquidity situation in the housing finance sector over the 
transition and will w~rk to ensure that the rates offered by the societie:: are 
competitive. 

Covenant -

Oyer the life of the ESAP. the GOZ on 8 semi-annual basis review and 
advise A.I.D. of the ceilini for tax free shares in liaht of GOZ fiscal 
taraets and real effective demand for low income housini with the 
objective of modifyina these ceilinas, as economic conditions p.,:; ,nit, to 
sUJport structural adjustment. 

Rationale - Tax-free shares are a housing f.inance vehicle introduced by the 
GOZ wider the World Bank's Urban I progr8l'..I. They have prr;ven to be an 
invaluable source of finance over the transition and are the only building 
society investment that is growing in real terms. The cost of funds to the 
Rocieties is. nominally 13.5 percent but the effective yield to the investor 
can reach 30 percent. In February 1992 the GOZ raised the ceilings on tax 
free shares from Z$lSO,OOO to Z$2S0,OOO for individuals and from Z$SO,OOO to 
Z$l20,OOO for companies. The growth in these funds will not be as strong as 
in the past because of the growing competition for funds, however, the 
building societies estimate that an additional Z$lSO to Z$lSO million could be 
raised over the coming year. 
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In uti1izinl tax-free .hares, the GOZ i. obviously ba1ancinl housinl finance 
requirement. with revenues foregone to the fiscus. While there may be more 
appropriate mechanism. to raise discounted funds, the existinl system has 
resulted in substantial sums of housing finance for low income wage earners. 
The Private Sector Housing Prolram propose., therefore, that over thE 
structural adjustment transition, the tax free shares and ceilings be 
constantly reviewed in the light of the GOZ fiscal targets and the effective 
demand for low income housing. 

The Medium Term - There is a consensus that in the longer term, inflation will 
decrease and the building societies will be able to compete for market rate 
funds without causing massive default.. However, there remains a fundamental 
need to expand the investment instruments which the housing finance industry 
can issue in order to raise additional fund •• 

Condition -

Prior to the first disbursement. the GOZ will provide written approya1. 
as authorized under the Bui1dini Societies Act. to permit the bui1dini 
societies to issue Housini Neiotiab1e Certificates of Deposit. 

Ra1iQ~ - Based on the long term expectations of a changed financial 
environment, the proposed Private Sector Housing Program will support the 
development of a new instrument, termed the Housing Negotiable Certificate of 
Deposit (HNCD), which will increase private inve.tment opportunities in the 
housing flnance sector. The objective of the RNCD is to develop a security 
that is attractive to large savings institutions so that they can be used for 
financing housing. It is anticipated that major investors in these 
certificates will be pension funds and insurance companies looking for medium 
term investments. 

Negotiable Certificates of Deposit are already being issued in Zimbabwe by the 
merchant banks. Substantial analysis has already been completed to support 
the introduction of the HNCD. and USAID expects the GOl to permit the 
societies to offer the certificates shortly. The societies will off~r one to 
three year HNCD's to finance the~~ lending requirements. Although the HNCD 
may not be the cheapest mode of t ir.J.r~cing low income housing in tight money 
market conditions, the instrumerll.: 5.n deEigned to expand and increase their 
portfolio. It is not intended t;.\~lt thf'! HNCD repl.ace other instruments which 
raise finance. To meet the requirements of the insurance companies and 
pension fund •• the return on the HNCO will be competitive on the money market 
with securities of a similar nature. The lINeD will also be tradeable on the 
.money market. 

Finally. the GOZ is now satisfied that the use of the HNCD is prudent and will 
raise additional re.oures for housing finance. They have agreed that the RNCD 
should constitute a maximum of 30 percent of a building society's liabilities 
to the public. The remaining task is to amend the Building Societies Act to 
permit the issuance of the HNCD. 
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Condition -

Prior to the second disbursement. the GOZ and A.I.D. will aaree in 
writin. to a .cope of work and time frame for a pro.ram financed analxaia 
which will determine the feasibility of estab1ishin. a secondary mortaaae 
market by examinin. the financial implication' for all parties and 
specifically recommendinl chanles that will enable the packa&in& and 
tradin& of mortaales on the primary and secondary market. 

Rationale - All the transitional and long term instruments discussed thus far 
will increase the liabilities of building societies as a means of raising 
finance. To supplement these mechanisms, facilitating sales of assets is also 
proposed. The past few years have seen the development of a secondary 
mortgage market in so~e developing countries, technically known as 
securitization. Securitization involves the packaging of assets, or 
mortgages, and selling them on the capital markets. This has the effect of 
raising funds for relending without increasing the liabilities of the building 
societies. It is anticipated that the pension funds and insurance companies 
will again be the major investors in the secondary mortgage market. 

Securitization involves the reduction of the default risk specific to a 
borrower to insignificant levels. This technique is already in use in 
Zimbabwe through Government Stocks and Bank Acceptances. Similarly, building 
societies can securitize mortgages by packaging mortgages with the same 
maturity into an instrument for sale on the capital market. The secondary 
mortgage market alsu has the advantage of being responsive to the demand for 
hou~ing finance. The societies will only utilize the secondary market when 
additional housing finance is required. 

There are two mechanisms to securitize mortgages. The building societies can 
directly offer a mortgage backed bond for sale on the capital market or they 
could ~stablish a subsidiary securities company which purchase mortgages and 
then issue bonds or shares. Both options will be examined during the 
technical analysis which will establish the details of the secondary market in 
Zimbabwe. 

Nonetheless, several details still need to be settled. For example, investors 
want the instrument to be backed by the building societies so that there is no 
recourse to the mort~age holder and this will safeguard the investors against 
default. There is also a stamp duty on mortgages which would have to be paid 
each time a group of mortgages is sold. This will reduce the yield and their 
marketability. 

The Lon. Term Phase - A fundampntal component of the structural adjustment 
program is the deregulatic!l and expansion of the private financial market. 
While the Private Sector 90using Program provides assistance to the housing 
finance sector, there is ~ realization that financing for shelter is not 
independent of the overall financial market. Thus, the program will examine 
and Hddress issues related to the financial market which have implications for 
shelter and urban development. 
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Conditiop -

Prior to the first diib·,rsement. the GOZ and A.I.D. will airee in w~itina 
and in accordance with 1., plan to dereiulate the financial market by 
1995. to the scope of work and time frame for a proiram-financed analysis 
of the financial sector with the objective of promotinl increased 
competition within the sector. 

~ - A general overview was undertaken as part of the housing finance 
technical analysis and the macroeconomic analysis for the development of the 
Private Sector Housing Program. However, a more detailed analysis of the 
financial sector is required to thoroughly examine the roles and functions of 
the various institutions involved in the financial market. This may best be 
done in coordination with other donors. 

One potential problem is the segmentation which currently exists in the 
Zimbabwe financial market. Financial institutions restrict their activities 
or specialize in certain areas of lending or deposit taking. In Zimbabwe, 
this resulted from excessive regulation wh~ch limits the activities of 
financial institutions. There is evidence hat the segmentation in the 
Zimbabwean financial system results in a la.~ of competition leading to higher 
interest rates and poor levels of service. The Private Sector Housing Program 
will work with the appropriate institutions, both in and out of Government, to 
analyize the overall financial market and specifically examine the impact of 
segmentation on competition. 

Conditian -

Prior to the second disbursement. the GOZ and A.I.D. will alree in 
writina tv a scop'e of work and the time frame for a proiram financed 
analysis which will determine how the municipal bond market Can be 
supported to provide additional resource. to local authorities, by 
examinina the needs of potential investor., the specific uses for funds, 
!he potential Government sayinls, and the capability of local authorities 
to manaae thi' new form of debt. 

RationaJ~ - In Zimbabwe, there is an overwhelming shortfall between the 
infrastructure and general operating needs of the local authorities and the 
funds provided through the General Loan Fund. The private sector could meet 
this need through the expar~ion of the municipal bond market. 

Municipal bonds are already well developed in Harare and Bulawayo although 
they do require central government approval. In 1989, the City of Harare 
alone had Z$163 million outstanding in bonds. The att~activeness of municipal 
bonds may soon be reduced however, because municipal bonds currently 
constitute a prescribed asset for pension funds and insurance companies. 
Thus, these institutions are required to make investments in instruments such 
as municipal bonds. This situation will be drastically altered by the end oj: 
structural adjustment when all prescribed assets musl be eliminated. Th~s, 
municipal bonds may no longer be marketable since they will need to offer 
competitive interest rates and security. 
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Municipal bonda can take two forms. General Revenue Bonds are utilized when 
the fund. raised are not for a particular purpose or when the municipality 
does not link repayment to revenue generated by a particular project. An 
example is a bOlld issued to finance municipal recurrent expenditure. The 
municipal bonds currently issued in Zimbabwe are general revenue bonds. 

Dedicated revenue bonds are issued to finance a particular municipal project 
and usually link repayment with project revenues. For example, a bond issued 
to finance the construction of a market would be repaid using rents collected 
by the municipality from the market. The Private Sector Housing Program will 
consider the introduction of this type of revenue generating instrument in 
Zimbabwe. 

Further specific analyses will need to be completed before municipal bonds can 
playa major financing role for local authority infrastructure and 
operations. For example, the administrative and fiscal behavior of 
municipalities will need to be ~eviewed and, in some cases, improved. Certain 
guidelines will also need to be established including ratios of debt to total 
municipal assets and the ability of municipalities to gpnerate income for 
repayment. These guidelines will ensure that the ~unicipalities have 
sufficien: revenues to cover their commitments. There are other issues 
related Lo underwriting bonds, their tax status, and a rating system. The 
potentir' interests of investors in municipal bonds also needs to te 
cjetermined. 

Condition -

Prior to the third disbursement. the GaZ and A.I.D. will alree to the 
scope of work and time frame for a prolrom financed analysis of tne 
construction finance system to determine hoW it could be .'v.i1ized to 
supplem~nt the need. of the National Bousinl Fund. recommendina 
alternative sources of construction financin&. as appropriate. 

Rationale - A further constraint to low income housing production in Zimbabwe 
is that the public sector is th6 only institution providing conatructiQn 
finance for low cost shelter. There is, however, an opportunity for the 
private sector to provide this bridging finance. Alternatively, there may be 
an opportunity to privatize the National Housing Fund, or have it operate as 
an independent body. The Private Sector Housing Program will examine each of 
these options. 

(b) Technical Assistance and Trainin& 

Of all the technical assistance and training components, those related to the 
housing finance sector are the most critical in terms of the sustainability of 
the progr.am. The expansion of the housing finance sector. as w~ll as the 
overall economy, suggests that Government will no longer playa major role in 
the long term financing of shelter. The technical assistance to the housing 
financing sector is critical in developing sound management in the building 
societies and in the formation of alternative financing mechanism. for local 
authorities. Finally, the technical assistance component will examine 
opportunities for removing Government entirely from providing construction 
finance for low cost housing. 
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There are a variety of studiel and specific training activities that will be 
required to implement the proposed reforml for the houling finance sector. AI 
an initial step, USAID hopes to work with other donors to complete an indepth 
analYlil of the private financial system. This will examine the roles of the 
varioul institutionl as well as the regulatory environment. Specific 
constraints and opportunities will also be analyzed. If appropriate, a 
follow-on desegmentstion study will examine how the existing finance system 
could be liberalized to increase competition and effi~iency. Both local and 
US based consultants will be utilized for this analysis. The estimated cost 
is US$lSO,OOO for the financial overview analysis and US$lOO,OOO for the 
segmentation study. 

Another immediate concern will be the portfolio management of the building 
societies. Throughout the UDI and post independence period, the housing 
finance industry in Zimbabwe has been relatively controlled in terms of the 
instruments available to raise and lend funds. During the structural 
adjustment period this situation has drastically changed. Competition between 
the societies, in terms of service, rates, and financing instruments has 
increased. As a result, training and technical assiGtance in regard to 
portfolio management will be critical. Likely sources for this assistance 
will come from the US and could be called upon several times over the life of 
the program. The estimated cost for this assistance is US$80,000. 

The proposed Private Sector Housing Program also requires a number of studies 
which will assist in the development of new financing mechanisms. This 
includes an analysis to establish a secondary mortgage market and a municipal 
bond system. USAID anticipatel having joint Zimbabwe/US teaml to undertake 
the an~lYlil at $130,000 per Itudy. Poslible expolure tourl of the US may 
also be appropriate to expose Zimbabweans to alternative systeml. Another 
study will examine the possibility of uling private sector resources to 
finance the construction of higb denlity plots. An alternative which will be 
examined would be to privatize the National Houling Fund. Approximately 
US$80,OOO would be required to implement this analysis. 

To complement this effort, specific training eventl will be designed to alsist 
middle level management in the private building societies and GOZ officials 
who oversee and regulate the houling finance industry. A series of short 
courses in Zimbabwe will expedite this process. For example, an excellent 
course on housing finance is offered by the University of Pennsylvania. Other 
example. might be technical assistance and training to the building societies 
to enable them to better understand the needs and servicel required by low 
income re.identl, elpecially women. The estimated total for this package of 
assistance il US$120,OOO. 
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6.4.3. rand Deliyery System Reform 

(a) Conditionality 

Condition -

fIigr to the first disbursement. the GOZ will place on the OGIL syst~ 
equipment for the suryey industry and computer equipment for the buildinl 
societies. a •• uch equipment is alreed to by the GOZ and A.IID. 

Prior to the second disbursement. thf. GOZ will derelulate prescribed fees 
for land surveyors. as documented in an amend;,nt to Statutory Instrument 
No. 200/90. 

Rationale - In addition to improved services from urban planners, the proposed 
Private Sector Housing Program addresses some of the the critical problems 
facing the land survey industry. The program conditionality requires 
deregulation of the fee stI'ucture for land surveyors to permit them to charge 
a market rate for their services. This requires an amendment to current 
regulations, which will be initiated through the Surveyor General's office. 
Survey costs for low cost plots are approximately Z$200, or slightly over one 
percent of the cost of a plot with one room and wet block structure. Even the 
doubling of current fees would not result in a prohibitive cost increase. 
Another bottleneck affecting surveying is the lack of equipment. Expansion of 
the OGIL to include relevant items should reduce this constraint. By 
implementing the proposed reform., the industry will retain skilled surveyors, 
surveyors will be able to procure much needed equipment, and long delays which 
prohibit the production of low income plata will be reduced. 

Condition -

Prior to the (ir.t dilbur~ent. the GOZ will aRP~D.ye and annoupce the 
reduction of the minLium plot frontale. for detached hou.,. from 12 
meter. to 8.5 meter. and the teduction of the minLium stand .ize. for 
detached hou.e. frO' 300 to 150 mll 

RatiQnala - The current building standards are not affordable to low income 
hou.eholds. The revised standards will make the development affordable to 
household. earning between the 32nd and 50th income percentilp.s of urban 
housebold •• 

One of the mo.t significant reforms proposed under the program will be to 
reduce the minimum plot size, a subject which hal been the focus of 
discus.ions between the GOZ and donors since independence. Given the rapid 
increase in con.truction costs, and the effective decrease in urban incomes, 
the GOZ now recognizes that plot sizes mu.t be reduced to make low income 
shelter more affordable. The program proposes to reduce the minimum plot size 
from 300 to 150 square meters with a minimum frontage of 8.5 mete~s. This 
will re.ult in direct cost savinga of 23 percent per serviced plot. The more 
efficient u.e of urban land will reduce urban sprawl, journey to work travel 
time •• and the co.t of bulk infraatructure. 

J , 
~./ 

I 
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Copditlqo -

Prior to flrMt disbursement. the GOZ will issue a written policy 
directiye to Urban Local Authorities statinl that. subject to local 
conditign •• (a) the sealin, of roads will be limited to bus routes and 
major connector roads: (b) insitu Iranitic materials will be used for 
wearinl cOurse on low volume plot access roads; and (c) 25 percent of the 
10" yolume plot access roads are to be left as unformed road reseryes. 
This will be documented by a MPCHH/HLGRUD circular updatinl MPCNB's 1981 
technical manual on "Desi&n Approach to Roads and Storm Water Problems 
Relatiye to Bilh Density Housinl Development. in Zimbabwe." 

Rationale - Substantial savings can be generated from rationalizing road 
standards. Limiting tarring to bus routes and major collector roads in low 
cost housing areas would effect a 35 percent savings on road costs. Using 
insitu granitic sands as the wearing cours~ on roads would result in a further 
27 percent savings. 

Condition -

Prior to the First Disbursement. the GOZ will approye and announce the 
reduction of the minimum superstructure requirements to a wet block. 
comprised of a toilet and sho~er. and a one room slab (3 m x 3 m). If 
alternatiye minimum standards are deemed acceptable by· the GQZ al· a
result of utilizinl appropriate technololY. the GOZ may substitute such 
min~ standards for the satisfaction of thi. condition. upon prior 
written alreement with A.I.D. 

Rationale - Savings can also be made by reducing superstructure and building 
standard.. Ba.ed on an indepth analy.i. by engineerl, architectl, and 
quantity .urveyor., th~ Private Sector Bou.ing Program will propo.e to reduce 
the minimu. level of development at the occupation of the plot to be e wet 
block, con.iltinl of a toilet and shower, and one room slab or foundation. 
Higher min~ .tandard. will be permitted in developmentl using low-cost 
appropriate tecbnolo,y. The prolram will alia propose to permit fair-faced 
external wall. to be of a minimum thicknes. of 115mm in low cost housing 
development. Thi. would be con.iltent ~ith building standardl in the region 
and achieve a co.t saving. of 10 percent for all habitable rooms. This will 
require an amendment to the Model Building By-lawl by the Minister of MLGRUD. 

Conditiqo -

'rior tp the first disbursement. the GOZ will approye. as documented in 
AD update of the Miniltry of Education circular on school sizes. a 
reduction in the minimum size of school site. by 15 percent. 

Prior to the second diabursement. the GOZ will alree in writinl to have 
the Minilttl of Education. the Ministry of Local Goyernment. RuraljUld 
Urban Deyelggment. and USAID undertake an analysil of the potential cgsts 
and benefit. of further reductiOn' in Ichogl site lize. in relation tg 
pg •• ibl, co.t savini' fgr plot. and the creation of additional atanda for 
teacher haUl in,. 
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Batign.le - Sub.tantial saving. CaD al.o be lenerated by reducing the land use 
.tandarda for .chool.. The program propose. to reduce pr~ry and secondary 
.chool .ite. by IS percent. Site. would .till be larle enough to accommodate 
all the phy.ical requirement. mandated by the Mini. try of Education. Thi. 
reduc tion would alao begin to put Zimbabwe". .chool site. at par wi th 
comparable .chool. in the region. If re.idential plot sizes are reduced to 
150 square meter., the combination of reduced plot and school sizes would 
result in additional residential plot. in a typical housing area. Moreover, 
the reduction in land consumption for .chools would reduce servicing costa of 
each re.idential plot. In exchange for the .aving., the program will propo.e 
e.tabli.hment of a .et aside for teacher housing adjacent to each school site 
to meet the critical shortfall of teacher housing. Finance would be provided 
by the building .ocietiea, a. over 70 percent of the teacher. maintain 
account. with the housing finance in.titution •• 

Condition -

Prior to the second diabursemegt. the GQl will reaffitm in a circular to 
all local authoritie. that local authoritie. may u.e private town 
planner. to prepare layout and local development plans for more timely 
houain, land delivery. 

Rationale - To r~solve the shortfall between the supply and demand of plots, 
the program encourage. local authorities to use the service. of private sector 
planner.. Thi. will assist in increa.inl the number plot. produced anually 
since the delay. in lay-out plan. will be reduced. One potential concern of 
the GOZ i. the co.t of u.ing private pl~er.. However, on a typical layout 
for 1,000 plata, private plannin, fea. amount to Z$35 per plot. The added 
expenae ia easily justified by more tLDely and efficient land delivery. 

Condition -

Prior to the third di.burlement. the GQl will i,.ue I reviaed edition of 
the 1982 technical MQUAI "Infrlltructur' DedanStandard. -in Zimbabwe" 
~h propo.,. reduction' in aewerla' and water delien auid,line. that 
will pctmit increl.ed economie. in the co.t of ataod .ervicina. 

Rationale - Sub.tantial .aving. can also be realized from reduced sewerage 
standard.. The pro,ram will propose a reduced minimum pipe diameter of cover 
at the h.ad of .ewer. for length. of up to 32 meter. (serving approximately 20 
plata). Tbi. would effect a savings on sewer cost •• 

Conditigg -

Prior to the Tbird Di.bur.cment. the GOZ will adopt I policy. a. 
docUlUnted in a conference re.olution of the Urban COUQcil AllociltillD..a. 
tbat off-.ite infra.tructUle co.t. for low incQII boutin, project. are 
finao~ed in a limilar magner for both publicly and privately developed 
P.IAit ill. 
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Rationale - A key objective of the Private Sector Housing Program is to 
eliminate the constraints whicb make the production of privately developed 
plots more expensive than those dev~loped by the public sector. Program 
conditionality seel. to ensure that the coat of off-site infrastructure is 
either uniformly collected by the benefic~aries on site or through local 
tariffs. 

(b) Technical Assistonce and Traininc 

There are several co~!onents of technical assistance and training related to 
the land development system whicb are important to the implementation of the 
Private Sector Housing Program. While leas critical than the technical 
assistance related to the finance sector, they will assist in reducing the 
cost of housing for the urban poor and enable the private sector to become the 
primary provider of low income sbelter. 

One element is technical assistance to some of the local authorities to 
prepare long term statutory master plans or mid-term strategic land uge and 
infrastructure delivery plans to guide the timely expansion of urban 
boundaries. In many developing countries these plans are bureaucratic 
exercises which ar~ rarely utilized. However, the planning process in 
Zimbabwe is quite stringent and followed by the local authorities and private 
developers. It is not the intent to review and update each plan, but rather 
to assist local and private planners to achieve appropriate development 
plans. This would primarily take tbe form of "in-service training" and would 
complement the establishment of "Integrated Urban Infrastructure Development 
Plans" proposed by the World Bank under tbe Second Urban Development Project. 

Technical assistance and training will be carefully targetted to the needs of 
each local authority and migb~ include up-tO-date aerial photography and 
specific assistance in land uae development and zoning regulations. 
Coordination would be routed through the Department of Physical Planning, 
MLGRUD, but would be most effectively located at the local authority level. 
Locally run worksbops on planning layout and design would be organized through 
the Zimbabwe Institute of Regional and Urban Planners. Local private planners 
would be used wherever possible and the e.timated cost of this assistance 
would total US$40,OOO over tbe life of the Program. 

In some instances, US based land use training might be appropriate for senior 
officia15. Two excellent coursea are offered by the University of California 
at Berkele, and the Lincoln Institute of Land Policy in Massachusetts. The 
estimate4 cost of this external training is US$lOO,OOO. 

As prevtdully discussed, the constraints related to land surveying is one of 
the biggest bottle-necks in the land delivery system and this system "must be 
improved in order to increase the production of low income shelter. As part 
of the technical assistance package, USAID, in conjunct~on with the Surveyor 
General and the Registrar of Deeds, will finance a review of the management 
and procedurea of the land survey process. This an!.:lysia will identify 
specific problems and possible resolutions. The objective of the review will 
be to reduce the amount of time required to secure a land title. It is 
anticipated that a local consultant will undertake this analysis and the 
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estimated cost il US$20,OOO. One possible recommendation might be to identify 
short-te~ aasistance from qualified aurveyorl to eliminate the backlog. This 
technical a8sistance could come from within the region and the estimated cost 
is an additional US$100,OOO. 

The cost of shelter in Zimbabwe is unnecessarily high due to excessive 
infrastructure and development standarda. The conditionality of the Private 
Sector Housing Program will reduce these minimum standards but there needs to 
be a complementary effort by private engineers, quantity surveyors, and 
architects to design appropriate standards. As part of this effort, the 
Program propoaes to run a series of technical workshops with the professional 
societie£. The aim will be to identify potential cost savings which will make 
shelter more affordable without reducing health and environmental standard •• 
The series of workshops would run over the first two years of the program and 
would be conducted by local consultants. Following these a design manual for 
use by both private sector developers and the public sector will be prepared. 
The design standards will be reviewed towards the end of the Program and a 
revised and updated manual prepared in order to take account of the experience 
in the first four years of the Program. The estimated cost is US$55,000. 

The Government has a190 requested that USAID examine the feasibility of 
increasing density levels for low cost shelter, particularly through the 
development of affordable apartments. A.I.D. will examine the feasiblity of 
decreasing the development costs associated with high-rise developments with 
particular attention paid to engineering and infrastructure standards. The 
estimated cost of this analysis is US$40,000 and it will be undertaken by a 
local architectural and engineering firm. 

The housing cooperative movement in Zimbabwe has been relatively weak, but 
could form an important housing delivery mechanism. Technical assistance will 
be given though the cooperative organizations to assist them in developing a 
workable methodology for housing development. This will be provided by 
consultants from the US and/or the region, and will require $50,000. The 
housing cooperative movement in Zimbabwe has been relatively weak, but could 
form an important housing delivery mechanis.. Technical assistance will be 
given though the cooperative organization. to assist them in developing a 
workable methodology for housing development. This will be provided by 
consultants from the US andlor the region, and will require $50,000. 

1. PROGRAM FEASIBILITY ANALYSES SUMMARIES 

1.1. Tecbpical Analyses 

1.1.1. Construction and Buildini Materials 

An analysis of the construction industry, i.e., the producers of building 
materials and the contractors who assemble the materiala, is included as Annex 
III-A.l. The analysis examined the industry's current status, problems, 
~mpact of the ESAP, resource demands, and the expected value of equipment and 
materials import requirements. 
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A. de.cribed in detail in the conatrainta discussion in Section 4.3., the 
construction industry ia a key sector in Zimbabwe's economy turning over 
Z$14.2 billion annually and employing about 85,000 people. The critical 
constraint is the lack of foreign exchange. The analysis demonstrated the 
very damaging effect on the national economy that inefficiency in the sector 
was causing and obaerved that while the introduction of the OGIL has Lmproved 
the situation, demand still exceeds supply. The analysis identified the key 
resources required for rehabilitation and maintenance to meet existing 
capacity, and resources required for capacity expansion. Annex II-C specifies 
import needs over the next five yeara. 

A detailed discussion of the program strategy proposed for addressing 
construction sector constraints is found in Section 5.2. The full description 
of the proRram interventions recommended by the analysia to overcome the 
identified constraints, including conditionality, technical assistance, and 
training, is included in Section 6.4.1. 

7.1.2. Rous ini Finance 

An analysis of the housing finance sector, Annex III-A.2., examined current 
structure, constraints, and alternative ap~roaches to broadening and deepening 
the Zimbabwean private housing financial market to attract private investment 
for long-term housing finance. The principal analytical findings are 
discussed in detail in Section 4.2. The analysis made recommendations for 
program assistance, including a phased strategy for financial sector 
liberalization, technical assistance, and training need.. The recommendations 
were conceptualized taking into account economic conditions in the transition 
to a llberal economy and the long term objectives of the GOZ for the financial 
sector. All recommendations were taken into account in program design. 
Major findings are summarized below. 

The analysia observed that Zimbabwe's financial sector is diverse and fairly 
s~phisticated. It includea 3 Diacount Houses. 4 Merchant Banks, 5 Commercial 
Banks, 4 Building Societies, 5 Finance Houses, and 60 insurance companies. In 
general, the sector i8 modelled on post second World War British financial 
institutiona with clear segmentation of the market. For example, the Merchant 
Banks concentrate on acceptance credit finance and the commercial banks on 
overdraft finance, while building societies concentrate on mortgage finance. 
Until recently, the sector has been highly regulated with controls on interest 
rates, nature of deposit taking, and credit allocation. The financial sector 
is highly important in the overall economy; savings in various deposit taking 
institution. were Z$7.8 billion in June 1991.' . 

The ~nalysis found that substantial progress has been made in the provision of 
low income houling by private sector fin.llllce since the mid-1980's. The 
majority of superstructure development is currently being financed by private 
sector institutions (either buiding societies, employers, or individual 
savinga), with infraatructure being largely dependent on Government funding. 
Building societies have committed over 25 percent of their portfolio. for long 
term, low income housing finance and could be expected to maintain thia 
proportion in the future. 

\ ." \) ,. ~ 
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The analYlil concludes that while there was growth in the societies' 
portfoliol, real decapitalization of the building societiea wa. occurring from 
January 1992. This is attributed to the rapid rise in interest rates in the 
money market and banking sectors in the latter half of 1991, and the decision 
of the Reserve Bank to continue interest rate controls on the housing finance 
sector. The building societies' principal problem is their current inability 
to compete with money market and banking sector rates to attract financing 
resources. 

It is the GOZ's intention to maintain low income mortgages at an affordable 
level (presently 15 perc~nt) level over the transitional period, although all 
housing finance interest rates will be liberalized by the end of the ESAP. If 
interest rates increase to levels beyond the present rate of 15 percent there 
is the risk that US;1.7 billion of building societies could be lost through 
defaults. The World Bank and IMB concur with this policy. 

The analysis recommended a three-pronged approach to address the liquidity 
problem of building societies, which was adopted for the program design and is 
presented in detail in Section 5.1. The strategy c&lls for: (i) a 
transitional (short term) phase, involving the provision of support to ensure 
that the delivery of low income housing by the private financial sector is not 
interrupted during Zimbabwe's period of structural adjustment; (ii) a medium 
term phase, involving support to ensure that systematic changes are being made 
to the financial sector to optimize the investment of private sector savings 
and investment into housing; and (iii) a long term phase, involving support to 
promote more competition in the financial system. The phases are not 
sequential, in that initiatives, including analyses, are undertaken 
simultaneously. 

The analysis examined eleven potential transitional phase financial 
instruments. Of these, five were recommended for implementation, with three 
already being pursued by the GOZ and the building societies. A full 
description of the specific conditionality and technical assistance to support 
the sector objectives is presented in Section 6.4.2. 

7.1.3. Land Delivery System 

An analysis of the housing and infrastructure delivery system, Annex III-A.3., 
examined the prevailing system and constraints, and recommended actions to 
overcome the constraints. The detailed description 'of the existing delivery 
system is included in Section 4.1. A detailed presentation of the analytical 
findings on the principal regulatory bottlenecks in the housing delivery 
system is found in the Sectoral Constraints Analysis, Section 4.4 •. In 
a~dition to the foreign exchange shortage affp.cting the construction and 
building materials production industries and the inadequate incentives to 
attract financial resources to housing, the analysis identified a series of 
regulatory obstacles which limit the servir.ing of urban land by the private 
sector and make shelter development unnecessarily expensive. The analysis 
included a wide range of recommended actions to overcome constraints in the 
sector, including program actions to improve: land identification and 
acquisition, layout plan preparation, cadastral survey, infrastructure 
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services, and superstructure and building standards. All recommendations were 
taken into account in program design: in development of the program strategy 
for the sector (Section 5.3.), and in identification of appropriate 
interventions (Section 6.4.3.), including program conditionality. 

7.1.4. Affordability 

A microeconomic analysis of the affordabi1iti issue is included in Annex 
III-A.4. Major findings are summarized below. 

Both HG loan and grant resources require that the program benefits be targeted 
to the urban poor. As part of the design ana1ysis,a thorough investigation 
was undertaken to determine the median urban income in Zimbabwe and as of 
June, 1992 tha~ figure is calculated to be Z$800 per month. 

As a starting point, a 700,000 household income and expenditure survey, which 
took place between July 1990 and June 1991 was utilized. An increase in 
income for 1991 was based on figures provided by the Employers Confederation 
of Zimbabwe. In addition, the household survey undertaken as part of the 
program design revealed a number of other sources of income. Informal income, 
i.mputed income, rental income, and projected salary increases for 1992 are all 
included in the median urban income figure of Z~800 per month. A detailed 
computation of the median urban income figure is included in Annex III.A. 

USAID recognizes that median urban incomes will change substantially over the 
life of the program. It is therefore anticipated that periodic adjustments to 
the median income figure will be required. The timing of these adjustments 
will be determined jointly by the GOZ and USAID. 

A median low income of Z$800 per month would qualify for a mortgage bond of 
approximately Z$15,OOO, or unit cost of Z$15,790, inclusive of the 5 percent 
deposit. This would not be sufficient to meet the current minimum building 
structure of a wet block, four room slab, and kitchen, which (together with a 
serviced plot) cost Z$17,786. The situation is currently exacerbated by the 
tight liquidity situation in building societies, which have restrict~d their 
lending capacity over the past 6 months, resulting in a backlog of mortgage 
applications. Front-end costs, which include the 5 percent deposit, bond and 
transfer fees, and stamp duties are a constraint to some low income earners 
but to a lesser extent. In addition, some would-be homeowners are being 
constrained by the fact that they may not be able to finance recurrent costs 
associat.4.with owning a house, such as electricity and water charges, and 
supplementary charges. 

'AffordabUity projections indicate that a median low income of Z$800' per month 
would in 1992 be able to afford to borrow up to Z$15,000 to finance the cost 
of a reduced plot size to 150 m2, with a wet block and one room slab costing 
Z$10,8l3, and use the balance to develop the plot. However, in view of the 
relatively high cost of building, the difference between the cost of a unit 
and bond size is narrowed as plot sizes increase above 150 m2 and as the 
development increases over the wet block and one room slab. In conclusion, 
unless current stipulated building standards are rationalized, there is a 
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danger that people below the median income would be squeezed out of the 
houain, market due to reduced purchasing power. 

Current estimates put the housing waiting lists of urban local authorities at 
500,000 units. Assuming that 70 percent of the list is low income households, 
i.e., 350,000, there is a nedd to provide an average of 70,000 units per year 
over the next 5 years just to clear the current waiting list. The 80,000 
units envisaged under the World Bank II 5-year program would therefore only 
cover one year requirements to clear the waiting list. The present economic 
situation of drought and economic adjustment is acting as a disincentive for a 
large numnber of low income earners to own a house. This may limit growth of 
the waiting lists, as some people may not bother to register. However, should 
housing production improve, anticipation and desire to own a house will 
increase. This could be the situation from 1995 onwards with the positive 
effects of the economic structural adjustment being felt and a reduction in 
mortgage rates. 

7.2. Macroeconomic Analysis 

A detailed summary of the Macroeconomic Analysis is presented in Sections 2.2. 
and 2.3. The discussion below highlights the analytical findings with regard 
to/expected impact of the macroeconomy on proposed program implementation. 

(a) ~~ ~ As a result of the drought, it will take three years for the 
estimated 6.8 percent fall in per capita incomes in 1991 to be recovered. 
However, a component analysis of demand and expenditure in GDP indicates that 
after falling by 4 percent in 1992, private consumption is likely to rise in 
real terms by an annual average of 6.7 percent over the three year period 
1993-95. This should be made possible by the reduction in the share of 
Government expenditure in GDP, as anticipated under the economic reform 
program. 

In 1991, real wages in the urban economy fell by 4.5 percent. An even steeper 
fall can be expected in 1992 as inflation remains high end the economy 
contracts. Thereafter, however. this trend is likely ~o be reversed es (i) a 
return to more normal rainfall patterns and an improvement in investor 
confidence lead to positive growth in per capita incomes, and (ii) inflation 
subsides due to appropriately restrictive demand policies. 

(b) Buildin, Societies' Liquidity - Interest rates, except for a limited 
number of categories" are now determined by competitive and market related 
considerations. Since the beginnning of March 1992, some monetary banks have 
been offering interest rates of 3S percent per annum on call deposits in an 
effort to attract resoures. Interest rate controls still remain for: 
(i) saving. and demand deposits and for consumption related and personal 
lending ,but these are floors which have not yet technically been abolished 
and are currently well below prevailing rates; and (ii) building so~iety 
deposit and mortgage rates. 

The rapid increase in private sector lending during 1991 means that lending 
has grown faster than deposits and bank lending ratios have thus risen from 55 
percent of deposits to about 80 percent of deposit.. With the restrictive 
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mone\.. ry policy tranala t ing in to very low growtb in the bank's deposit base, 
there 1. little room left (if any) for further growth in bank lending. 
Furthermore, the commercial bank. are anticipating a further increase in the 
demand for credit. As a result, liquidity will remain tight and interest 
rates (i.e., 90 day NCDs) are expected to remain high -- and postive 
fluctuating around 30 percent, at least until the middle of 1992. 

The view that the current difficu1tie. facing the building societies are 
essentially of a short-term nature is a consensus one. The IMF/IBRD supported 
economic reforru program is designed to achieve a rapid reduction in 
inflation. The medium-term macro scenario developed in this report suggests 
that interest rates, while remaining positive, will fall together with 
inflation as the economic reform program is implemented. Short term interest 
rates are projected to fall below 15 percent early in 1995; while inflation is 
projected to fall to an annualized average of 10 percent in 1995. 

(c) ~orrowini - Projections made for the external debt and debt service 
through 1998, assume that half of the US$400 million impact of the drought on 
the ba1an\~e of payments will be provided for by grants and the other half by 
long term concessional financing with similar terms to that of the HG loan. 
Based on these assumptions, it is expected that the cost of the drought will 
be reflected in the debt service ratio through 1998. The HG loan component of 
the debt service ratio will not exceed 0.13 percent through 1998. 

7.3. Cost/Benefit Assessment 

(a) ~ckiroynd and Assumptions - The most direct impact of the program will 
be felt in the injection of counter deposit local currency funds, derived from 
OGIL support, into the National Housing Fund (NHF). This will become the seed 
capital for a revolving fund to finance the acquisition, planning, and 
development of urban land for low income housing. Over the life of the 
program, some 45,400 plots (infrastructure, wet block, and one-room slab) 
should becom~ available. 

As demonstrated in the affordabi1ity analysis, a median low income level of 
Z$SOO per month would qualify for a 25 year mortgage of Z$15,000 (current 
interest rate of 15 percent per annum). Inclusive of the required 5 percent 
deposit, this equates to a unit cost of Z$15,790, insufficient to meet the 
current minimum building structure of a wet block (toilet and shower) and 
kitchen, which together with a serviced 300 square meter plot, costs Z$17,786. 

If the recommendations put forward are implemented, the cost of a smaller plot 
(150 square meter) together with wet block and a one room slab would total 
Z$9,530. The unit cost of the plot takes into account reducing the area set 
aside for communal amenities (e.g., schools) but excludes the electricity 
(which would add a further Z$2,000 or 60 percent ou to the cost of the plot). 
The balance between the cost of Z$9,530 and funds borrowed from building 
societies would go towards development of the plot. 

At present, the building societies finance 40 percent of the low income 
housing finance market. If this market share is maintained, the building 
societies can be expected to finance 45,400 of the additional units associated 
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with the program. Assuming an average mortgage loan of Z$ll,OOO, it can be 
expected that demand on their resource, will increase by at least Z$130 
million per annum. This increased demand will be met, in part, by the 
transitional activities suggested in the analysis of the finance sector to 
inject resources into the building societies. In conjunction with this, 
policy reforms and new instruments are designed to attract additional 
investment funds into loy. cost housing in the longer term. 

Allied to this, the technical proposals directed at cost eavings on the unit 
costs of serviced plots and super-structures will benefit the current tlow of 
12,000 units per annum. The Z$8,256 per unit cost saving will reduce the 
total potential costs by almost Z$lOO million per annum. Of this, Z$40 
million will be related to the units funded by the building societies. 

(b) ~ - USAID financial support for the program will total 
US$77.68 million (equivalent to Z$388.4 million at the current exchange rate 
of Z$5.00 to US$l.OO). The cost benefit analysis methodology followed was to 
project the stream of costs and benefits extracted from the various technical 
reports over a seven (7) year period and to calculate the resultant internal 
rate of return (IRR). The draw down of USAID funds (US$77.68 million) has 
been offset against the unit cost savings applied to the pool of housing 
coming on stream. Two scenarios are given. 

o The unit savings are applied to only the incremental stream of housing 
derived from the USAID support of the NHF. In Year 5 a small positive 
IRR of 7 percent is projected, rising to 48 percent by Year 7. 

o If the cost savings which will also apply to the current outflow of 
new housing (12,000 units per annum) are al=~ taken into account, a 
positive IRR of 19 percent is projected in Year 3, rising to 88 
percent by Year 7. 

The following benefit. have not been taken into account in the IRR analysis 
because they became enmeshed in the cost savings referred to above. To 
include these specifically would introduce an element of double counting. 

o Expansion of capacity within the construction industry as a result of 
easier access to import requirements through the OGIL; 

o Cost savings within the construction sector from improved maintenance 
and reliability of plant and equipment arising from OGIL imports 

o 8,000 incremental employment opportunities arising from the 
accelerated housing construction program and which will be sustained 
over the five years of program implementation (Years 3-7); 

o In the case of off-site infrastructural works, approximately 20 
percent of the total costs are labor based, which, at the average 1991 
monthly wage figure of Z$546, equate~ to approximately 1,500 positions; 

o In the case of construction of housing super-structures, approximately 
one-third of the value of contracts is labor based, equating to about 
4,000 new employment opportunities; 

" 
\ ~ -' , 
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o Multiplier effect employment generated in allied services and 
industries supporting the construction sector, estimated to be one 
employment opportunity for each 1.6 positions created by the 
construction activities (2,500 jobs); and 

o With the acute urban housing shortage and the high cost there-of, it 
is the norm to find one or more lodgers residing with low income 
families and, if this "tenant factor" were to be taken into account, 
the effective provision of low cost shelter arising from the program 
is conservatively doubled. 

7.4. Socio-Cultural Feasibility Assessment 

A Socio-Cultural Feasibility Assessment, Annex III-D, was conducted through 
household surveys and focus groups to assess whether there were any social or 
cultural factors which would prevent the proposed program from achieving H.s 
goal of provision of more affordable housing opportunities and solutions for 
low income households. More specifically, the assessment reviewed trends in 
urbanization, the existing low income shelter situation, and the potential 
beneficiaries. Participation of the beneficiaries was considered in terms of 
their motivation to acquire the proposed housing opportunity, their ability to 
obtain access to housing finance, and their ability to manage the building 
process. Assumptions made about the residential requirements of the 
beneficiaries were examined to assess their validity. 

The principal findings of the assessment were taken into account in program 
design (particularly in the identification of technical assistance and 
training requirements), in the cost/benefit assessment, and in the 
Implementation Risk Assessment discussed in Section 8. A ~ummary of the major 
findings follows. 

(a) ~hanization - The urban population a. a percentage of total population 
grew from 14 percent in 1965, to 27 percent in 1989, with annual growth 
averaging 6 percent over the 1980-1990 period. The increase can be attributed 
to a number of factors: 

The removal of the influx control legislation (namely, the Land Tenure 
Act of 1969 and the Urban Areas Accommodation and Registration Act of 
1946, which enabled the authorities to control the flow of blacks 
enterins the urban areas). 

The pre.sure of population in much of the communal lands. 

The·fact that average incomes in the urban areas are much higher than in 
the communal lands, and opportunities for employment are perceived to be 
greater in the urban areas 

The impact of the 1983-85 drought on the rural ares. 

The increased security of urban living resulting from the GOZ's extension 
of home ownership to occupants of formerly publicly owned rental housing. 
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(b) SOUlln, Situation - The findings of the analysis are detailed in Section 
4, the de.cription of the constraints inhibiting the supply of adequate, 
affordable low income bousing. Although there has been an average annual 
production of 12.000 to 14,000 low cost units over the last five years. the 
GOZ estimates that only a third of urban housing demand is being met. The 
MPCNB acknowledges a waiting list for Harar~ of 72.000 households. increasing 
at a rate of 1.200 per month. The waiting list fo~ all the 'Jrban areas fa 
500.000. with 70 percent deemed to be low income households. True demand i. 
probably much higher. since many households see themselves as unable to afford 
the present low incom~ housing units and therefore do not bother to register. 

The GOZ was sensitive to the issue of housing at the time of independence, and 
from 1981. promoted private ownership of formerly publicly owned housing in 
the high density suburbs. Concerned in the early 1980's with a transformaton 
from capitalism to socialism, the GOZ saw their housing policy as a 
redistributive mechanism for redressing colonial income and wealth 
inequalities and to this end were concerned to improve the standard of 
accommodation offered to the lower income levels. 

In 1983. the MPCNH issued a policy directive specifying a m1n1mum plot size of 
300 square meters and a minimum house size of approximately 55 square meters 
consisting of two bedrooms. a living room. a kitchen. a shower that could be 
converted into a bath. and a separate toilet. The cost of building this 
four-roomed house in 1983 was approximately Z$7,850, while the same 
four-roomed house in 1992 costs approximately Z$35.000. The four-roomed core 
was to be completed through aided self-help in 18 months from the time of 
allocation. The development standards and time frame proved too ambitious 
given the financial resources of the low income group. In many instances, 
they have led to inceased overcrowding where beneficiaries have taken in 
~oQ&~r families to meet building costs and they have created a false 
expectation among the population of a "right to an affordable four-roomed 
house." 

(c) Beneficiary ParticipatiQn - Even priQr to Independence, there was a 
tradition of aided self-help housing schemes for the low income urbln 
population. There has also been experience over the last few years ~, 
mortgages for low income groups througb building societies. The pro~osed 
program builds on this experience. 

The analysis found that beneficiaries are prepared to make enormous sacrifices 
in other aspects of household budgets in order to meet repayments on housing 
in home ownership schemes. The proposed program, by offering a minimWD 
solution will provide the opportunity at less cost. thus reducing hardships • 
.In the course of conducting the analysis, the proposal of a flexibl~. package 
for low income clients designed to vary mortgage repayments over the year to 
cater for varying demands on a family budget. e.g •• school uniforms and fees 
in January, was put to the building societies and they are prepared to 
consider it under an improved outreach program. Furthermore, to cater for 
low-income loans. the building societies will also consider co-operative loans 
provided the cooperative has title to the land. 
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(d) Impact - The program's most direct impact will be a substantial 
improvement in the living conditions of the low income population, 
particularly of the women and children who are the main users of the household 
environment. The capital input into the National Housing Fund will establish 
a sustainable revolving fund through which local authorities can continue to 
seL-vice plots. The building societies should increase their liquidity and 
long term prospects for funding low income mortgages as a result of the 
introduction of new financial instruments. Building materials should be 
available in increased quantities at lower costs and indigengous businesses 
should expand. Employment opportunities should be created. Furthermore, 
there will be increased participation of the low income groups in the 
development process through increased empowerment obtained through the 
provision of a flexible housing solution and increased access to private 
capital. 

7.5. Institutional and Political Feasibility Assessment 

An Institutional and Political Feasibility Assessment, Annex III-E, was 
conducted to identify any institutional or political obstacles to proposed 
program implementation and to recommend interventions to ameliorate such 
constraints. The principal findings were taken into account in the 
Implementation Risk Assessment discussed in Section 8, and in developing the 
implementation plan in Section 9.1. 

(a) Key Players - The proposed program will involve a range of organizations 
and agencies, including: The Ministry of Public Constru~tion and National 
Housing (MPCNH), the Ministry of Local Government, Rural and Urban Development 
(MLGRUD), the Ministry of Finance (MOF), the Ministry of Industry and Commerce 
(MIC), the Reserve Bank of Zimbabwe (RBZ), Zimbabwe's financial sector 
(including but not limited to the building societies), Zimbabwe's construction 
industry, private developers (including their associations), low income 
households, and other donors. 

(b) OrKanizational Dynamics - No one organization has overall authority to 
control the low-cost housing sector. The program has been designed not only 
to accommodate this fragmentation of authority, but to use it as a 
precondition for program success. To increase the chances of actually doing 
something under conditions of fragmented authority the number of steps needed 
should b~ reduced to the minimum. The program does this. Its components of 
OGIL expansion, increased liquidity of the building societies, and s~andards 
rationalization will, when implemented, increase the probability that what 
happen. early on in the housing development process, i.e., servicing of the 
stand and conatruction of a minimal superstructure, actually happens. 

Moreover, even in the best of times, housing provision in Zimbabwe is 
necessarily a process of different people at different times and in different 
ways contributing to any given decision, thereby making coordination by 
planning or centralized control very difficult. This is precisely why having 
the private sector as the armature of the program strongly enhances the 
probability of its success. Only the price system, with freely communicating 
parties mutually adjusting their actions in response to others, can coordinate 
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such a process. No government department or interminsterial committee, stands 
a chance of bureaucratically administering the low-cost housing sector. 

(c) Incentive. - There are key incentives in place to make the program work. 
The proposed program interventions are not "new" to th!! GOZ. The program doe. 
not require building societies to innovate, the GOZ has already begun to place 
building materials such as cement on the OGIL, building societies have been 
lending in the high density areas since 1987, and the GOZ haa been 
experimenting with different housing standards for some time. What is new 
about the program is its focus on pushing these processes further and 
institutionalizing the results. 

The country's current and continuing difficulties pose a unique set of factors 
that work in favor of, rather than against, program success. The housing 
affordability crisis is worsening, the drought promises to turn that crisis 
into ~ full-scale emergency for those it leaves homeless in the cities, and 
the increasingly large backdrop of the election is certain to make low cost 
housing provision a key issue over which Zimbabwe's multiparty politics will 
be contested. 

For the above key reasons, and others cited in the analysis, key government 
officials and politicians accept now more than ever before the need to make 
more low cost housing more affordable to more low income households. Indeed 
-- and this is the most important institutional factor working to make the 
program a success -- there is an extraordinarily wide ranging consensus, both 
within and outside government and across Zimbabwe's political spectrum, that 
the proposed program interventions are precisely what is needed to address the 
problem. 

The analysis identified a number of specific incentives at work to increase 
the chances of success in each program component, including, ~ AliA: 

o There is the growing recognition and acceptance among key government 
decision maker! that the 300 square meters minimum plot is 
unaffordable to low-income households. Even those who officially have 
supported minimum standards, e.g., the Director of Works of Harare 
City Council, are reported unofficially to be seeking deregulation of 
standards. That the Permanent Secretary of MPCNH wants to mentor the 
proposed program through the GOZ indicates the new receptivity to 
rethinking low cost housing provision in the standards area. 

o The National Development Program II commits itself to review building 
standal.ds so as to "come up with building systems which produce 
socially acceptable housing units at a lower cost than the 
convention.al ones. Some legal requirements will be relaxed so as to 
improve the output of surveyed land and houses." 

o MPCNH proposals for demonstrati:on projects, the competition for 
comprehensive planning and design of low cost housing, as well as the 
existing variety of draft layouts for local authority low cost housing 
schemes all indicate that the new rethinking of low cost housing 
provision is moving toward doing something about it on the ground. 
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o Notwithstanding continuing problems with inflexible and excessive 
standard •• a great deal of defacto variance and innovation has already 
gone on in the standards arena. Different plot sizes. layouts, and 
materials have been tried over time not just by local authorities or 
the MPCNH/MLGRUD, but the building societies as well, e.g., Founders 
allows a less costly shower instead of a bath, CABS has given a 
mortgage for a 18 sq'lare meter house. The Ministry of Eduction is 
reported to have unofficially recognized 3.8 ha. for single stream 
schools and 4 ha. for double stream ones. The list continues. 

o Lastly, there is the persistent belief across a spectrum of 
architects, realtors, government officials, building society managers, 
and others that, even if construction costs keep rising, building 
society liquidity keeps falling, and OGIL goes nowhere, significant 
costs savings can still be realized by relaxing building, site, and 
construction standards. 

(d) ~~incentives - The analysis also identified a number of disincentives to 
program implementation, including: 

o Possible disappearance uf the mentoring role by the Permanent 
Secretary/MPCNH, either through a Cabinet reshuffle or other 
contingency. 

o The current slowdown in expanding OGIL. 

o The lack of a transparent mechanism to ensure that what getg into the 
country through the OGIL actually goes to increasing the stock of low 
cost housing. 

o An existing backlog of approved mortgage applications, and the 
priorities for their liquidation. It will take some time to process 
them once liquidity resumes. 

o The lack of new ideas from the three major building societies on how 
to open their waiting lists and resume giving low income mortgages, 
even during their current battening down period. 

o The historical inability of key government decision makers to bite the 
bullet and change standards off~cially, notwithstanding their 
unofficial recognition that the 300 square meter plot standard is not 
longer affordable. 

o The lack of a GOZ mechanism to regularly review and revise building, 
construction, and site standards. 

The overall conclusion is that the four key incentives working for the program 
-- the 1995 elections, the amplifying affordability crisis, the drought, and 
the extraordinary consensus over program components -- outweigh the 
disincentives. 

\,~ 
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(e) [Ca,ibility Assessment 

(I) OriADizationa1 Response - The ana1ysil applied organizational behavior 
concept. to the program design, examining specifically the effects of 
Zimbabwe's increasing resource scarcity on the program's key stakeholders and 
how their likely responses would support or undermine the program's proposed 
focus on the provision of serviced plots including minimum superstructure. 

Public policy research has documented that public and private stakeholders 
respond differently in times of resource scarcity. The pressure on the public 
organization is to expand its activities to meet greater public needs, but tha 
organization's actual response will be to constrict its activities and fall 
back on the minimum that it takes for it to survive. For the purposes of 
program design this means capitalizing on factors that do not allow the 
ministries to constrict or otherwise delay those activities essential to the 
success of the program. The election, housing affordability crisis, and the 
drought are just such factors. 

Also, it has been shown that in times of increasing resource scarcity, public 
organizations will fall back on what they see they do best and have had most 
success at technically. Such fallback behavior reinforces the pressure to 
constrict activities and be less responsive to future pressures from the 
outside to innovate. Therefore, it is not surprising that senior officials, 
both in MPCNH and in the Harare City Council, see the short-term answer to low 
cost housing to be what they have been best able to do in the past by way of 
construction, that is, to provide the infrastructure necessary for serviced 
plots. 

Another organizational behavioral pattern apparent during times of crisis is 
that while the private sector tends to respond with innovation, public 
officials act under the belief that Government is needed 'now more than 
ever." While from the perspective of program designers the affordability 
crisis argues for a much more central role for the private sector in low-cost 
housing provision; from the perspective of senior MPCNH officials, the current 
crisis simply reinforce. the MPCNB view that it must play an even more 
important and leading role in low-cost housing provision. 

The analysis concludes that both USAID and GOZ decisionmakers are in agreement 
over what needs to be done. A different program designed three years ago or 
even three years hence would probably not be so fortunate. The existing 
consensUi and'the political and environmental circumstances indicate that now 
is an ideal time for promoting a shift to a private sector focus in low-cost 
housing provision. 

(2) lL~ __ Qes.iiD Fac~ - The analysis examined the merits of a program 
focus on the serviced fLot, with the following findings: 

o The serviced plot is something the authorities, both central and 
local, have considerable experience in providing, and by and large 
they do that provision well. Local authorities say they want the 
plots, and these are what the NHF have been financing for some time. 
Because the plot is much cheaper than a full-fledged dwelling unit, 
more of them can be provided as well. 
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o The aerviced plot offera the household the maximum opportunity to 
build and use the house the way it wants. (Some 90 percent of USAID 
surveyed households recently said they would rather own their own 
individual serviced plots than share a large four roomed house with 
another family, for example). 

o Focusing on the serviced plot, instead of plot plus four-room core, 
unprovea dramatically the above-mentioned conditional probability that 
something will actually get done the way it was designed originally. 

o The serviced plot is popular with low income households, as 
demonstI'ated in Kuwadzana. 

o A program focus on servicing plots fits in well with the current GOZ 
policy of homeownership and aided self help. 

o At present, few, if any, serviced plots arc available from some local 
authorities, e.g., from Harare City Council. For many local 
authorities, the lack of services plots is the first limiting factor 
to low cost housing provision. 

o By centering its activities around serviced plots, the program also 
focuses on those areas where great cost savings can be realized, e.g., 
roads and plot size. 

o Serviced plots are something employers, and through them, building 
societies, are willing to help pay for in order to retain staff. 

The analysis asserts that because conditions of resource scarcity are not 
likely to improve dramatically until well within the program period, central 
and local authorities can be expected to continue tightening up their 
activities around what they think they can do best. In practical terms, this 
means a program focus that is based on the serviced plot will have growing 
support within the GO~ 

The analysis examined a "worst-case" scenario to ascertain if there were any 
tmforeseen effects of the proposed program that would be disastrously 
negative. The analysis also examined the possibility that if the program were 
to have unintended negative effects, whether they would be reversible. In 
addition, the analysis ex~ined whether the program had multiple ways of 
achieving ita ends in case anyone way failed unexpectedly. Finally, the 
analysi. examined tv what extent the implementation could be considered 
incremental, and therefore subject to mid-course correction. 

The analysis concluded that the program components represent a healthy mix of 
strategies that do not stand or faU on options whose effects are likely to be 
irreversible, whose implementation can occur in one and only way, and whose 
scale is all or nothing. 

Two recommendationa for program design resulted from the analysis. The first 
related to rationalizing standards, which ia viewed as the moat irreversible. 
The analyst suggesta that what is needed, in addition to new standards, is a 
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mechanism to periodically review what standards there are before they become 
dangerou.ly counterproductive. The Mission will pursue this recommendation in 
policy dialogue during program implementation. 

Second, the analysis showed that tax policies have a number of favorable 
features that would recommend more active pursuit of them. The Mission has 
incorported into the program's conditionality appropriate measures to modify 
the current law which taxes employees the increment between their building 
society mortgalJe rate under an employee-assisted housing program and the 
prevailing market or government rate. 

The analysis concluded that program components are considered institutionally 
and politically feasible, and with few exceptions, the organizations, units, 
and positions most instrumental to program success are willing and able to 
undertake the program's proposed changes. 

7.6. Enyironmental Examination 

The Mission requested and the Africa Bureau Environmental Office~ concurred 
with a negative determination for the HG funds based on Section 
216.3(a)(2)(iii) of Regulation 16 since since the program will not have a 
significant effect on the environment. This concurrence on a negative 
determination was extended by the Africa Bureau Environmental Office to the 
cash grant and technical assistance elements of the program as well because 
their environmental impacts were identical to those of the HG funds being used 
for this activity. Annex I.D. includes the lEE and cable concurrence. With 
respect to program financed infrastructure, all negative environmental effects 
will be mitigated. USAID evaluations will monitor environmental and 
sanitation. 'andards. 

8. SUMMARY RISK ANALYSIS 

The Macroeconomic Analysis and the Institutional and Political Feasibility 
Assessments included in Annex III, and summarized in Section 7, specifically 
addressed the implementation risk concern, particularly with regard to the 
drought crisis and related pressures on the achievement of planned ESAP 
targets. 

As summarized in Section 7.2., the Macroeconomic Analysis concluded that 
program success is not tied to the achievement of specific time-bound 
benchmark. for the ESAP, but rather, to the overall direction of the ESAP. As 
a result, the primary risk to the success of the proposed Private Sector 
Housing Program would be if the inflation level did not decrease by 1995 and 
positive interest rates in the housing finance sectol were not achievable. 
The Macrr.economic Analysis indicated that the program design is sufficiently 
flexible to withstand a range of possible adverse scenarios in ESAP 
implementation. Moreover, the proposed program implementation should help 
assist vulnerable urban groups, thereby complem~nting the GOZ's SDA part of 
ESAP. Also, the program will strongly support the overall ESAP through the 
positive impact it is expected to have on the supply side of the economy and, 
more broadly, on the ESAP objective of liberalizing and deepening the 
financial sector. 
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Another key factor which poses a risk to the implementation of the Private 
Sector Souling Program il the ongoing drought and its impact on the GOZ's 
commitment to ESAP. Both the IMF and the World Bank are strongly supporting 
the GOZ'I efforts to secure grant and concessional long term loans for drought 
relief and the World Bank has recently committed a US$150 million loan for 
this purpose. Although the drought will most definitely have an impact on the 
economy and ESAP, there is consensus that the GOZ has no option but to proceed 
with the structural adjustment program, even at a slower pace. 

As highlighted in Section 7.5, the Institutional and Political Feasibility 
Assessment cnncluded that other key incentives are in place to make the 
program work. In the institutional context, the proposed interventions are 
not "new" to the GOZ. The program builds on what each participating 
organization does best, and it is well timed to shift major responsibilities 
for low cost housing delivery to the private sector. 

The analysis further found that, pol! tically, the ':":IIIntry' s current and 
continuing difficulties pose a unique set of factors that wu=~ in favor of, 
rather than against, program success. The housing affordability ~~~dis is 
worsening, the drought is driving additional people into the cities and 
thereby further adding to the housing shortage, and the 1995 elections are 
certain to make low income housing provision a key issue over which Zimbabwe's 
multiparty politica will be contested. Most importantly, the lack of 
affordable low income housing is now commonly recognized as an urgent problem 
for which there is a wide ranging consensus, both within and outside 
Government and across the political spectrum, that the proposed program 
interventions are the appropriate response. 

The Technical Analysis summarized in Section 7.1 details the findings which 
ultimately resulted in the program's conditionality and its associated risks. 
A critical bottleneck is the lack of land surveyors and the solutions proposed 
include a deregulation of fees, management studies, outside personnel 
assistance and commodities. An important assumption and related risk is that 
the combination of these activities will result in additional surveying 
capabilities. The monitoring and evaluation plan will track this assumption 
to ensure that the increased output required actually occurs. Another 
possible risk relates to corruption, particularly in light of the allocation 
of low income plots. This risk is not exclusive to Zimbabwe and occurs 'any 
time a scarce resource is provided. However, the system for the allocation of 
plots in Zimbabwe uS highly regulated and USAID found no inconsistences in the 
distribution of plots in the first HG program. Nonetheless, plot allocations 
will be closely monitored and, if neceasary, confirmed by outside technical 
assistance. 

9. IMPLEMENTATION AND MANAGEMENT 

9.1. Implementation Plan 

The Implementation Plan identifies specific program elements and their 
approximate timing, including: USAID program management, GOZ program 
management, the flow of funds, the conditions precedent, and the technical 
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Implementation Plan: Year 1 

Category Activity Responsibility Quarter 

USAID • Relional Housing and Urban Development Officer in place USAID 1 
• Personal services contractor hired USAID 1 

Program • Contractor for T A and training selected USAID 4 
Management • Monitoring and Evaluation fum selected USAID 1 

• Monitorinland Evaluation Plan subrrutted USAJD 2 

• Ministerial Committee established and meetl USAJDIMOP 1 
GOZ • Womn,level poup identified USAIDIMOP 1 

Program • Building SocietiCl' funding level monitored USAJDIMOF 1 ·4 
• Account of HG eligible expenditures submitted USAIDlMPCNH 4 

Management • Provide ZS financing MOF 1·4 

• First Oisbunement: HG SIS million and AEPRP S10 million USAIDIMOF 2 
• Local currency equivalent of AEPRP pooled with Building Society 

Expenditure 
funds borrowed on local market MOF/BS. 2 

• USS used through OOIL: local cwrency equivalent charmeled 
of Funds through NHF for plot development USAIOIMlC 2·4 

• Commodities required to assist building materials industry utilize 
fuU capacity placed on ROGIL MlC 1 

CPS: • Spares for construction equipment placed on ROOIL MlC 1 
• Equipment fOl survey industry and Building Societies placed on 

Construction ROGIL USAIDIMIClBSIIW 1 

• Local Currency funds made available to Building Societies for low 
income mortgages and blended with market rate funds MOF 1 

CPS: • Surplus funds channeled to Building Socs for additional hsing finance MOF 1 
Housing • Building Societies Act amended to pennit Housing Negotiable CDs MOF 1 

Finance • Agreement on analysis of financial sector to promote competition MOFIRB 1 
• Ceiling for lax free shares reviewed MOF 1 

• Plot frontagel reduced from 12 meters to 8.S meters MPCNH 1 
CPS: • Policy directive issued on reducing road standards and provision MPCNHJMl.GRUD 1 
Land • Minimum superstructure requirement set at wet block and one room MPCNH I 

Delivery slab MEC 1 
• School plol sizes reduced by IS% 

• Zirnman n provides training through moc and ZBCA to small 
TA: contracton USAIDIIBDCIlBCA 1·4 

ConstriJction 
.. 

TA: • Undertake an in-depth analysis with other donors of the private 

Housing 
financial system USAIDIMOF/RB 2·4 

• Training and lechnicalassistance to Building Societies in portiolio 
Finance management USAID/BS 2·4 

TA: • Review of management procedures in Surveyor General and 
Registrar of Deeds offices USAIDISO 4 

Land • Technical workshop. held to identify potential cost savings USAID/MLORUD 3·4 r 

Delivery • US training on land development issue. provided to senior officials USAID/MLGRUD 4 ,I 
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Implementation Plan: Year 2 

Category Activity Responsibility Quarter 

USAID • Reaional Housinl and Urban Development Officer in place USAID 1 - 4 
• Personal services contrKtor in place USAID 1-4 I 

Program • ConbUtor in pla.cc for T A and traUUnI USAlD 1 - 4 
Management • Monitoring and Evaluatio!i rtrm in place USAlD I - 4 -

• Monitorinl and Evaluation Plan being used USAID 1 - 4 

GOZ • Ministerial Committee meets USAID/MOP 1.3 -
• Worldnllevel sroup mcctl USAID/MOP 1 - 4 

Program • Buildinl Societiea' fundinllevel monitored USAID/MOP 1 - 4 
Management • Account of eligible expcndirurca subrnitred USAlDIMPCNH 1 - 4 

• Second Disbursement: HG S20 million and Jl'ant fundi SS million USAID/MOP 2 
• Local currency equivalent of grant funds pooled with BS funds 

Expenditure borrowed on local market MOFIBS. 2 
• USS used through OOIL: local currency equivalent channeled 

of Funds through NHF for plot development USAID/MlC I - 4 

CPS: 
Construction 

• Local Currency funds made available 10 Buildinl Societies for low 

CPS: income mortgages and blended with markel rile funds MOP I 
• AU parties aJRC to undenake study of mWlicipal bond mllket USAID{MLORUD/MOF I 

Housing • AU parties agree 10 undertake study of secondary mortlale market USAID/MPCNH/MOF I 
Finance • Implementation of Housinl Bond MOP I 

• School sile sizes reviewed USAIDIMECJMLGRUD I 

CPS: • Fees for land surveyors de-reBulaled SG/MLARR I 

Land • Local authorities o(ficiaUy encouraged 10 use privale plaMen MLGRUD I 

Delivery . 
• Inronnllion exchange and lechnology Iransfer on 

TA: appropriate lechnology USAID 2·4 . 
Construction 

• Evalualion of small contraclor training program USAID I 
• Contracl in place for expanded small contractor training program USAID 4 

TA: • Traininl and technical assistance 10 B'uilding Societies in portfolio 

Housing managemenl USAIDIBS. I ·4 
• Desegmenlalion study of nnancial syslem undertaken USAID/MOFIRB 3 

Finance • Short tenn training courses on housing nnance conducled USAIO{8S. 3 

• Technical workshop. held 10 idenlify polenlial cosl Slvings AIDIMl..GRUDlMPCNH ] - 3 
TA: • Consolidated pl&lUlinl and deliln manual prepared for usc by 

Land private and public seclon MPCNH 4 

Delivery • us traininl on land development is!uCl offered 10 senior officials USAID/MLGRUD 4 
• Workshops on planninl and desiln conducled USAIDlMPCNH 2·4 
• TA liven to local authorities on land usc plannin. USAID/MLGRUD 2·4 " (. 

\ " 



Implementation Plan: Year 3 

Category Activity Responsibility Quarter 

USAID 
• Contract for T A and trainins revicwed/renewed USAID 4 
• Mid·lcnn cvaluation conducted USAJD 3 

Program • Rcgional Housin, and Urban Devclopment Officu in place USAID 1·4 

Management • PenonallClViccs contractor in place USAID 1 ·4 
• MonilorinS and Evaluation fann in place USAID 1 ·4 

GOZ • Minislerial Committee mcctl USAIDIMOP 1.3 
• WorkinSlcvcl IfOUP mCCtl USAIDIMOF 1·4 

Program • Building Socicliel' fundinSlcvcl monilored USAIDIMOF 1 ·4 
Management • Accounl of HG cligible elpenditurcl submitted USAJnlMPCNH 1 ·4 

• USS used through OOn.: local currency equivalent channeled through 
MOF 2 NHF for plot development 

Expenditure 
of Funds 

CPs: 
Construction 

CPs: 
Housing 
Finance 

CPs: 
Land 
Delivery 

• Small contnclOr training program clpanded in gcographical 

TA: covcragc and scope USAlDnBDC/lBCA 2·4 
" 

• Tcchnical assistancc and Iraining provided 10 assiSI small scalc Construction " 

building malcrials manufacturing cnlcrpriscs USAlDnBDC I ·4 

TA: • Trainins and Icdmical assislance 10 Building Societics in ponfolio 

Housing manascment USAI[)(8S. 1 ·4 

Finance • Implcmcntalion analysis of sccondary mongagc markcl systcm MOFIRB 2·4 
• Implcmcnlalion analysis of municipal bond markel systcm MOFIRB 2·4 

TA: • TA givcn 10 coop housing organizalions USAID 1 ·4 

Land • Workshops on planninS and design conducled USAID/MLORUD 1 ·4 

Delivery 
• T A givcn 10 local authorilics on land use planninS USAID/MLGRUD 1 ·4 
• Study of cosll of devclopmcnt of multi·slorey housinS USAIDlMPCNH 3 

\<'\ 



Implementation Plan: Year 4 

Category Activity Responsibility Quarter 

US AID • Re,ional HQUlin, and Urban Development Offiea' in pllCC USAID 1 ... 

Program • PenonallClVicca contractor in place USAID 1 ... 
• Contnct in placo ror T A and trainint USAJD 1 ... 

Management • Monitorin, and Evaluation fum in pllCC USAID 1 ·4 . 

GOZ • Minilterial Committee mccta USAJD/MOP 1,3 
• Workin, IcvellfOUp mccta USAJD/MOP 1 ... 

. 
Program • Buildinl Societies' fundinllevel monitored USAJD/MOP 1 ·4 
Management • Account oC HG eligible expcnditurca submitted USAlD{MPCNH 1 ·4 

• Third Disbunemcnt: HG SIS million and grant oUI0 million USAJD/MOP 2 
• USS used throuah OGIL: local currency equivalent channeled through 

Expenditure NHF Cor plot development USAIDMIC 2 

of Funds 

CPs: 
Construction 

CPS: 
• AU parties aarec to undertake analysis oC construction fmance system USAIDIMPCNHlMOF 1 

Housing 
Finance 

• Recovery or inCrutructurc COlts Cor low cost housinl tRIIed equally 
CPS: Cor public and private sector development USAIDIMLGRUO 1 

Land • Packa,e of desian standards to reduce costs of low income housinl USAIDlMPCNHI 

Delivery 
development a,reed MLGRUD I 

. 
• Study oC labor intensive construction methodolollies conducted USAIDlMPCNH 1 

TA: • Workshop on labor intensive construction methodologies conducted USAIDlBtdl. Indu.try 3 . 
Construction • Small contractor traininll program active throughout the country USAIDI!BDCIlBCA I ·4 

• Technical ulistance to smaU scale buildillll materials manufacturing 
enterprises continues USAIDnBDC 1 ·4 

TA: 
Housing 
Finance 

TA: • T A ,iven to coop hou.inl orlanizati.Jnl USAID 1 ·4 

Land • T A ,iven 10 local aUlhoritiel on land use plannin, USAIDIMLGRUD 1·4 

Delivery 
• Desian standards reviewed USAIDlMPCNH 2 

, 



Implementation Plan: Year 5 

Category Activity Responsibility Quarter 

• Re,ional Houain, and Urban Development Officer in place USAm 1·4 
USAID • Personal lCIVicCi in place USAID 1·4 

Program • Contract in place for T A and trainin, USAID 1·4 

Management • Monitorin, and Evaluation rum in place USAID 1·4 
• HO elilib\c ellpcnditurel verified USAID/MOP 1·4 
• Final evaluation USAID .. 
• Ministerial Committee mccta USAm/MOP 1,3 

GOZ • Wortin,lcvel IJ'OUp mccta USAm/MOP I· .. 

Program 
• Buildin, Societies' fundinllevel monitored USAID/MOP I ·4 
• Account of HO eligible ellpcnditurel submitted USAID(MPCNH I· .. 

Management • AU items placed on OGll. MlC 3 
• AU controllon savings, deposit and mortgage ratcalifted MlC 3 

• USS used through OGIL: local currency equivalent channeled 

Expenditure 
through NHF for plot development USAlD/MlC I· .. 

of Funds 

~ 

CPS: 
Construction 

CPs: 
Housing 
Finance 

CPs: 
Land 
Delivery 

• Code of practice for use of labor intensive methodololies agreed USAIDMPCNHJ 

TA: with OOZ, construction industries and cOlUultUiIl Buildlnllndul"Y 2 

Construction· . 
• Small contractor training program continues USAID/lBDC/Z.BCA 1 ·4 
• Teehnical usiltance to small scale building materials manufacturing 

enterprises continues USAlD/lBDC 1 ·4 

TA: 
Housing 
Finance 

.= 

TA: • Revision and update of consolidated planninl and design manual 

Land prepared for use by private and public seeton USAIDlMPCNH 2 

Delivery 
c . 

\ .. 
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assistance. The Plan is broken down by year, with Year 1 being FY93, and it 
include. the approximate quarter the activity is to occur. There may be 
slippage into the following quarter for the first quarter activities due to 
unexpected implementation start up delays, but the plan represents the 
Mission's best estimate, at this time, of the timing of events. 

9.2. A.I.D. Proiram Manaiement Tasks 

The management of the private sector housing program will involve policy 
dialogue, tracking of dollars, monitoring of local currency uses and the 
procurement of technical assistance. The following sub-sections set forth the 
approaches that vill be used to accomplish each of these program management 
tasks. 

9.2.1. Policy Dialoiue 

The proposed Private Sector Housing Program is designed to address the 
sectoral constraints inhibiting the production of low cost shelter. Section 
6.4., identifies the conditions, their rationale, and the means of 
verification of satisfaction. The conditionality has been discussed in detail 
with senior and mid-level officials in Government as well as with private 
sector representatives, and the outcome of these negotiations is reflected in 
the conditionality. 

It should be noted that the conditionality as presented in this document 
represents the substantive content of agreed upon actions. The precise 
language for each condition may be modified to reflect USAID negotiations with 
the Government, within the substantive intent of these conditions precedent. 
Similarly, additior.~l conditions may be provided for in the Program Agreement 
which are not consiaered essential to the authorization of this program, e.g., 
completion of studies. 

All conditions precedent are to be met "to the satisfaction of A. I .D.", and 
Program Implementation Letters (PILs) will be utilized to provide the 
Government with guidance in that regard. Additional, routine provisions 
applied to management of the foreign exchange account and the local currency 
account will be included as required by A.I.D. guidance and regulations. 

9.2.2. Dollar Uses and Trackini 

U.S. dollars will be provided under the program in three forms: (a) US$50 
million in housing guaranty (HG) loan funds; (b) US$25 million in DFA cash 
grant resources; and, (c) US$2.68 million in grant funds for technical 
assistance resources. All will be tracked according to existing USAID legal 
~equirements and policies, as further discussed below. 
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The BG loan and cash grant resources will be disbursed in three separate 
tranche. baled on GOZ submission of evidence of satisfaction of conditions 
related to agreed upon policy and regulatory reform. in the low income shelter 
sector. Upon disbursement, the GOZ will utilize the U.S. dollar resources to 
generally support the OGIL, without tying the dollars to individual import 
transactions. 

It is not the intent of the program to match the U.S. dollar resources against 
the expected total demand for construction plant and equipment. The GOZ will 
only be required to provide evidence that the U.S. dollar resources were 
utilized to support the OGIL system. The programmatic reasons for choice of 
the OGIL are more fully discussed below. 

USAID examined a number of options for tite use of the U.S. dollar resources. 
The majority of imports in Zimbabwe are still processed under the import 
licensing system. Individual applications are made by the importer and are 
allocated under a prioritization system which is matched to the availability 
of foreign exchange. The procedure is typically uncertain, slow, bureaucratic 
and lacks transparency. 

Under the ESAP, it is intended that the import licensing system should be 
replaced progressively by the OGIL, under which prescribed items can be 
imported without any license specific to the importation. The ESAP also 
allows for an Export Retention Scheme (ERS), under which a percentage of 
earnings from exports can be retained by the exporter and used to import 
materials required for the operation of the business. Finally, the GOZ has 
commodity import programs (CIPs), under which donors typically set up a line 
of credit in foreign exchange and importers are given allocations by a 
Government committee representing the industry that has been targetted for 
assistance. 

USAID carefully reviewed all the options to procure the plant and equipment 
required in the construction and building materials industry. It was found 
that the traditional import licensing system haa proved inadequate and, while 
the ERS has merit, it is not a suitable mechanism for all industries. The ERS 
also creates an incentive to serve the export market, which may create 
domestic shortages in some economic sectors, particularly in the building 
materials industry. 

The choice was therefore between the OGIL and the CIP methodologies. The 
attraction of the ClP methodology is that (a) it allows for a clear cut 
definition of the target group; (b) imports can be restricted effectively to 
that group if decision makers so desire; (c) the allocations can be made using 
various criteria, which mayor may not reflect market forces, but could give 
higher priority to equity concerns or political interests in expanding 
participation of identified minority groups; and (d) the allocation system can 
be determined in advance so that all interests are fairly served. 
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It should be noted that the highly discretionary nature of the eIP allocation 
procell. while helpful in allowing for positive interventiona to correct 
inequitiel in the economy, could nlso create an incentive structure that could 
encourage corrupt practicel in th~ allocation of such a scarce resource as 
foreign exchange. Another major drawback of the eIP system, and one 
particularly important for the long term development interests of the country, 
is that it is a non-market driven "window" which permits distortion of the 
true costs of the factors of production (given that foreign exchange is a 
necessary input) and could allow inefficient industries to survive and thrive 
at a cost to the broader economy. In addition, there is the need with a CIP 
program for the establishment of a complex bureaucratic machinery_ Because of 
the principle of tracking the money, a fairly elaborate paper trail is 
required, unlike USAID guidelines for HG 1080S which do not require an 
accounting of the U.S. dollars. Finally, because many of th~ imports proposed 
under this program will include regular supplies of small units, spare parts, 
and consumables, the eIP system will result in numerous delays in processing. 

The OGIL system for foreign exchange allocation has a number of advantages. 
Most importantly, the substitution of the OGIL system for the previous 
bureaucratic procedure for the allocation of import licenses is a key element 
of Zimbabwe's economic structural adjustment program, which i,s driven by the 
objective of increasing reliance on market forces. The advantages in terms of 
speed and simplicity of the OGIL syst~m are recognized. 

One of the major concerns with the OGIL system, however, is that once an item 
is included on the OGIL, the principal is that all of the foreign exchange 
necessary must be provided for its importation in accordance with demand. The 
risk is that there may not be sufficient foreign exchange available to import 
the commodities. In such circumstancea, the system breaka down. Therefore, 
before placing additional commodities on the OGIL, it is important to 
determine the likely demand and categorize the commodities as precisely as 
possible. The analysis in Annex III-A.l. addresses this concern. 

Another drawback of the OGIL has been a tendency in the recent past for 
importers to procure excessive quantities which has resulted in the rapid 
depletion of the foreign exchange supply. Furthermore, since items on the 
OGIL are classified by customs tariff, they can be imported by any industry 
requiring that commodity. Thus, the openness of the OGIL system makes it 
difficult to target to a specific industry. 

In response to 'these problems, the GOZ uses, in addition to the normal OGIL, a 
"Restricted OGIL" system, under which the Minister of Trade and Industry must 
certify a firm or sector's eligibility to import a specific commOdity under 
the OGIL ayatem. This is a transitional system to control demand, and, as 
necess":7, to target commodities to priority sectors as determined by the 
Govern..iI:.nt. Once a firm has been given rights to import ....nder the restricted 
OGIL, the procedures are the same as for the unrestricted OGIL. It is the 
intent of the economic reform program to eliminate the restricted OGIL 
category by the end of the ESAP and have all itema placed on the unrestricted 
OGIL. 

_\ r\. 
\" 
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USAID .trongly supports the GOZ's efforts to move towards a transparent, 
market based system of foreign exchange allocation as envisioned under the 
ESAP and therefore, with the exception noted below, will channel all HG and 
non-project U.S. dollar resources through the OGIL system. 

(b) Mission OrB Resources for Technical Assistance - Technical assistance and 
training funds will total US$2.68 million over the life of the program. The 
technical assistance includes a variety of components, including studies 
examining the construction i~dustry, housing finance industry, and overall 
financial sector, as detailed in Section 6. Given the diversity in the use of 
the funds, it is anticipatecl that the bulk of resources will be used by US or 
Zimbabwean institutions. Every attempt will be made to utilize Gray Amendment 
firms, where practical, as prime or sub-contractors. 

9.2.3. Local Currency Uses and Manai~ment 

The Program will result in local currency derived from GOZ counter deposits to 
two different resources: (1) the tranched HG Loan funds; and (2) the tranched 
cash grant funds. The management of each resource is described below. 

(1) Local Currency Related to HG Loan Funds - The GOZ will, upon disbursement 
of each of the three tranches of HG loan resources, make local currency 
counter deposits equal to the HG loan disbursements into a separate, 
non-commingled, interest bearing Special Local Currency Account. 

From this account, the GOZ will transfer half the local currency resources to 
a separate, non-commingled, interest bearing account in the National Housing 
Fund (NHF). The other half of the local currency in the Special Local 
Currency Account will be transferred to separate, non-commingled, interest 
bearing Special Accounts in the private Building Societies. 

The NHF will on-lend the local currency counter deposits along with the agreed 
amount of GOZ budget resources (equivalent to U$25 million over the life of 
the Program) to local authorities, who will develop, through private building 
contractors, serviced plots for sale to low income households. The plots will 
be sold to individuals obtaining loans from the building societies. The local 
authorities will use the revenues from sale of the plots to repay the NHF. It 
is anticipated that loans from the NHF to the local authorities will have a 
life of not more than two years. Funds returned to the NHF can then be 
"recycled" for additional plot development. 

U.S. Houaing Guaranty legislation requires "eligible expenditures" in local 
currency to be generated in the amounts equivalent to the HG U.S. dollar 
resource.. Eligible expenditures, as will be set forth in the Housing 
Guaranty Implementation Agreement, will be defined for purposes of this 
Program to mean reasonable and actual expenditures which the Parties hereto 
agree were incurred for construction, commencing on or after July 1, 1991, of 
low cost housing and support infrastructure in Zimbabwe which are affordable 
to and confer substantial benefit upon households w. ~h incomes below the urban 
median by improving their shelter conditions. Eligible expenditures may also 
include such other expenditures as may be mutually agreed upon in writing by 
the GOZ and A.I.D. The required eligible expenditures under the Program will 
be accounted for by NHF reports from local authorities borrowing resources on 
the production of serviced plots. 
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As will be required in a covenant set forth in the GOZ-USAID Agreement, the 
GOZ will obtain from the NHF and provide to USAID, on a semi-annual basis, a 
list of incurred eligible expenditures to be attribued to the local currency 
equivalent of disbursed HG resources. The list shall document utilization of 
the local currency equivalent of HG resources for the production of shelter 
affordable to households earning below the median income. Before proceeding 
with the final borrowing, the GOZ will have provided USAID with the majority 
of above referenced eligible Axpanditures and will confirm, in writing, that 
the balance of eligible expenditures attributable to the local currency 
equivalent to the HG resources will be forthcoming in a timely manner. 

It is estimated that the local currency equivalent of US$5 million in eligible 
expenditures will be generated by the end of 1993, with a similar amount in 
1994. Substantial eligible expenditures will be generated in 1995 (local 
currency equivalent of US$15 million) and 1996 (local currency equivalent of 
US$20 million), with the small balance being derived in 1997. 

(2) Local Currency Related to the Cash Grant Funds - The GOZ will make local 
currency counter deposits equal to the U.S. dollar cash grant resources into a 
Special Local Currency Account. From the Special Account, local currency 
equivalent to ten percent of the cash grant (Z$12.5 million) will be 
transferred to a special, interest bearing A.I.D. established and administered 
Trust Fund for program management. 

The remainder of the local currency equivalent to the cash grant resources 
(Z$112.5 rolilion) will be transferred (along with half the local currency 
counter deposi~s of the U.S. dollar HG loan resources) to separate, interest 
bearing, Special Accounts in each of the private Building Societies for the 
exclusive purpose of low incomr mortgage financing. 

The resources will be provided to the Building Societies on a grant basis and 
contingent upon the Building Societies having secured an appropriate amount of 
"matching" resources borrowed from the private financial market to also be 
used exclusively for low income mortgages. The actual amount of "matching" 
funds borrowed commercially will vary, depending upon the market rates and 
changes in the prevailing low income mortgage rate. However, the overall 
objective is to secure sufficient financing for the Building Societies, such 
that when blended with the GOZ local currency contributions generated f~om 
both the HG funds and the cash grant, will allow the building societies to 
on-lend at the prevailing low income mortgage rate and still cover 
administrative costs (estimated at 3-4 percent). 

The capacity to administer and monitor the use of the local currency resources 
will rest with Government, and, to a much gr~ater extent, with the Building 
Societies. The GOZ will confirm to USAID, in writing, that the counter 
deposits were made, identifying the numbers of the separate, non-commingled 
Special Local Currency Accounts. The BuildinS Societies will maintain these 
funda, and the "matching funds" obtained from private commercial borrowing, in 
separate, non-commingled, interest bearing Special Accounts accounts and 
provide USAID with quarterly reports indicating the status of the Special 
Accounts and the quarterly and cummulative number and value of mortgages 
provided to below the median i~~om~ households using these funds. 

,-II '-\ 
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9.2.4. Technical Assistance and Traininl Procurement 

It is anticipated that the technical assistance and training assistance 
required to implement the proposed Private Sector Housing Program will be 
obtained through a cooperative agreement or a direct contract. The required 
services will be advertised and competed on a world-wide basis. USAID is 
currently working with the Regional Legal Advisor and REDSO/Contracts to 
determine the most appropriate procurement method. Given the variety of 
expertise required, and the high level of expertise available in Zimbabwe, it 
is envisioned that the group providing the assistance will be composed of a 
consortium of US and Zimbabwean based institutions. Program management and 
support will be contracted under personal service contracts. USAID/Zimbabwe 
will prepare the necessary PIO/T's to initiate the contracting actions. The 
procurement of institutional technical assistance and/or training will be 
carried out by REDSO/ESA Regional Contracting Office. The lead time for the 
institutional technical assistance p.:ocurement is at least six months frr.r~ the 

Table 2. Illustrative Bud&et for Technical Assistance and Trainini 

A. 

B. 

C. 

D. 

~truction Sector Assistance 
Appropriate Technology Technical Assistance 
Appropriate Technology Workshops 
Indigenous Contrac~or Training Program 
Labor Intensive Construction Techniques 

Subtotal 

Housinl Finance Assistance 
Financial Overview 
Desegmentation Analysis 
Portfolio Management Training 
Municipal Bond Analysis 
Secondary Mortgage Market Analysis 
Construction Finance Analysis 
US Based Housing Finance Training 

Subtotal 

Land-De1ivery Assistance 
Planning Assistance 
US Based Training 
Management Study of the Surveyor General 
Short Term Surveyors 
Wo~kshops for Engineers 
Analy.is of High-Rise Developments 
Cooperative Housing Assistance 

Subtotal 

Personnel and Support 
Long Term PSC, and related operational support 
Secretary 
Vehicle 
Baseline Study and Monitoring Contract 
Audits/Evaluations 

Subtotal 

TOTAL TECHNICAL ASSISTANCE PACKAGE 

US$ 40,000 
40,000 

400,000 
50.000 

$530,000 

US$150,OOO 
100,000 
80,000 

130,000 
130,000 
80,000 

120.000 
US$790,OOO 

US$ 40,000 
100,000 

20,000 
100,000 

55,000 
40,000 
.5.Q...QQ.Q 

US$405,.000 

US$800,OOO 
50,000 
20,000 
25,000 
60.000 

US$955,OOO 

US$2,680,OOO 
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receipt of an operable PIO/T from the Mission. The procurement of good. or 
commodities under the program is ~pected to be limited. Thus, in most 
instances the responsibility for theiz purchase will rest with the contractor 
or recipi~lt. Procurement of the program vehicle will be done by USAID 
through a PIO/C. 

There will not be a set aside for Gray Amendment firms because USAID has not 
been able to identify one such firm that could provide all of the required 
services. However, USAID will encourage the inclusion of Gray Amendment firms 
in the consortium, or as sub-contractors or sub-grantees, to the maximum 
extent practical and will adhere to the existing Gray Amendment regulations 
requiring 10 percent set aside in the case of a contract. 

9.3. Methods of Financinl and Implementation 

The program will be implemented using the standard operating procedures which 
have been established between the Government of Zimbabwe (GOZ) and USAID for 
bi-lateral agreements. Specifically, the program will be obligated with three 
agreements signed by the GOZ and USAID: a Housing Guaranty Implementation 
Agreement, a Program Grant Agreement, and a Project Grant Agreement. The 
agreements will be signed with the Ministry of Finance (MOF) and will include 
a detailed description of the ase of funds, the program's conditionality, and 
the details of the implementation responsibilities. Program/Project 
Implementation Letters will be utilized to specify detailed implementation 
matters. 

Table 3. 
Planned Methods of Financinl and Implementation 

Element 

IA 

Methods of Methods of 
Implementation Financinl 

A.I.D. Cooperative Direct Payment 
Agreement or Direct 
Contract 

Prolram Support A.I.D. Direct 
Contracts 

Dire'.:t Payment 

Trainin, 

Commodities 

Eyaluation 

A.I.D. Cooperative 
Agreement or Direct 
Contract 

A.I.D. PIO/C for 
Vehicle, Coopera
tive Agreement or 
Direct Contract for 
Miscellaneous . 

A. I.D. IQC 

A. I.D. IQC 

Direct Payment 

Direct Payment 
Direct Payment 

Direct Payment 

Direct Payment 

Amount 

US$780,OOO 

US$850,OOO 

US$945,OOO 

US$20,OOO 
US$25,OOO 

US$20,OOO 

US$40,OOO 
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Progr .. overlight will be provided by an inter-ministerial committee comprised 
of the Pe~ent Secretaries in the HOF, HPCNR, MLGRUD, and HIC. The Reserve 
Bank will also be represented at a similar level. Written support and 
documentat~jn of each item under the conditionality will be provided by the 
appropriate ministry th~ought the MOF. 

Most technical assistance and training resources will be channelled through a 
cooperative agreement or direct contract as set forth in Section 9.2.5. 
USAID/Zimbabwe and REDSO/Contracts/Nairobi will be responsible for securing 
the technical assistance and training contract after consultation with the 
GOZ. Limited procurement of commodities is anticipated and, in most cases, 
will be undertaken by the cooperative agreement agency or the contractor. The 
only anticipated direct commodity procurement by USAID will be for the program 
vehicle. The project officer will prepare the PIO/c in conjtmction with the 
Regional Commodity Managment Officer to ensure that all specifications are in 
compliance with A.I.D. regulations. USAID will be responsible for identifying 
suitable U.S. or third country training activities for short-term courses with 
the implementation to be administered by the cooperative agreement institution 
or the contractor. All payments will be made using A.I.D. approved methods of 
financing. 

Non-Federal audits (NFAs) will be provided under the regional indefininte 
quantity contracts managed by RIG/Nairobi or under a direct contract awarded 
by REDSO/ESA. Evaluations will be done under a direct contract or indefinite 
quantity contract work order arranged by USAID/Zimbabwe at the midpoint and 
end of the program. 

9.4. Implementation and Manaiement Responsibilities 

9.4.1 A.I.D. Proiram Hanaiement 

The program will be managed by a newly created unit within USAID/Harare. This 
unit will be comprised of a RHUDO direct hire, funded by PRE/H, and a 
technical adviser and a secretary, the latter two positions being funded 
through the program. Th~ contractor is expected to have relevant professional 
experie'llce' in urban development, and familiarity with A. I.D. implementation 
procedu.rea will be given high consideration. The individual should have the 
breath of background experience to credibly engage the GOZ in an on-going 
policy dialogue concerning land delivery system policy and regulations. The 
estimated cost of this service, including all operational support costs 
(office furniture and equipment, travel, participation in program related 
profelaional conferences and workshops, etc.) is US$160,OOO per annum with an 
additional US$lO,OOO per annum for the secretary. The costs are realistic 
planning eltimates, taking into account the possibility that the skins and 
experience needed may only be available on the international rather than the 
local market. If the skills are found on the local market, the cost will be 
reduced. Project will also finance one vehicle for the housing program 
management staff at an estimated cost of US$20,OOO. 
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With resard to their responsibilitie., the RHUDO officer will be reaponsible 
for manasinl t.he program and monitoring the implementation progres. against 
output target~. The personal service. contractor will assiet the RBUDO 
officer ir~ thl~ carrying out these taak.. Specifically, the A.I.D. program 
management tecm will: (a) resolve implementation problem. and prepare periodic 
implementation reports and other project documents; (b) review and provide 
administrative approval of vouchers and financial reports; (c) manage and 
coord~.ate formal project evaluations and audits; and, (d) prepare and procese 
PIOs and other related contracting documentation for the procurement of 
project-funded technical assistance and limited commoditie •• 

It is envisioned that the personal services contractor will have a engineering 
or urban planning background and manage a variety of technical aspects related 
to the construction industry, land surveying, and the land delivery process. 
The contractor will also coordinate the relevant technical assistance 
components related to these fields as well as other program 
administration/implementation tas:.s as directed by the RBUDO officer. 

Assisting the program maanagement team will be various specialists from 
REDSO/ESA. The Regional Legal Advisor, USAID/RLA will provide legal 
assistance throughout the duration of project implementation. Be/she will 
confirm the satisfaction by the Government of Zimbabwe of Conditions Precedent 
to disbursement and review and approve contracting procedures and grant 
documents. As appropriate, the RLA will review and clear project 
implementation documentation and advise Mission management if and when legal 
issues arise. 

The Regional Contracting Officer, REDSO/ESA will be responsible as an advisor 
or procurement agent for all contracts or granta utilized under the program. 
He or she will advise the Miosion on a variety of issues including the hiring 
of a personal services contractor, the selection of organizations to provide 
technical aseistance. and any procurement of commodities. 

The Controller, USAID/Zimbabwe, will have responaibi1ity for project 
accounting and financial accountability, except for the BG which will use a 
Paying and Tranefer Agent. Paymente to grantee., contractors, or coneu1tants 
under this program will be made by direct payment or reimbursement ae 
discussed in Section 9.3 Methods of Financing and Implementation. 

9.4.2. Goyernment of Zimbabwe Proiram Manaiement 

The Mini.try which will be responsible for submitting evidence to USAID of 
satisfaction of Conditions Precedent under the Program will be the Ministry of 
Finance (MOF). The Ministries primarily responsible for implementing the . 
policy changea are: the Ministry of Public Construction and National Housing 
(MPCNH); the' Ministry of Lands, Agriculture and Water Development; the 
Ministry of Education; the Ministry of Local GovefDMent, Rural and Urban 
Development (MLGRUD); and the Ministry of Inductry and Commerce (MIC). 
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Conditionality related to the construction sector will be the primary 
respon.ibility of the MIC which will place the agreed items on the OGIL. 
Con.ultation. have already occurred with MPCNH and a complete list of items to 
be placed on the OGIL is with MIC. The conditionality concerning the 
financial sector will be the responsibility of MOF and the Reserve Bank. On 
issues related to housing finance, MPCNR will also have a role. Financial 
questions related to infrastructure development, and particularly off-site 
infrastructure, will require consultation with MLGRUD. Finally, the reforms 
related to the conditionality in the land delivery sector will be jointly 
implemented by MPCNB and MLGRUD. 

To manage the implementation of the proposed reforms, an Interministerial 
Committee will be eatabli.hed to monitor Program performance. Members will 
include the Permanent Secretaries in MOF, MPCNB, MLGRUD, as well as 
representatives from the Reserve Bank and USAID. The Interministerial 
Committee will meet before each disbursment of funds to examine the rate at 
which the proposed reform. are being implemented and identify any delays and 
possible solutions. Additional meetings will be called as and when required. 

A working level group will also be established and this will be more informal 
in nature. The Permanent Secretaries in each involved Ministry and USAID will 
assign to key staff specific responsibility for the Ministry's input in 
implementing the reforms. USAID staff will work directly with these 
individuals on a day to day basis to implement the Program. Where 
appropriate, meetings may be held with the working level staff to implement 
reforms which fall into the jurisdiction of more than one Ministry. 

The actual construction of low cost housing units will utilize the existing 
construction system in Zimbabwe. Applications for the financing for low cost 
shelter will be completed by the local authorities. Actual construction will 
be the responsibility of private contractors with management oversight 
provided by private consulting engineers. Short term construction financing 
will be channelled through the National Housing Fund and long term finance 
will be provided by the private building societies. Private land surveyors 
will assist in the titling process with final approval coming from the 
Surveyor Generals Office. 

9.5. Monitoring and Evaluation Plan 

The Private Sector Housing Program will be implemented in a dynamic 
environment with many stakeholders. As problems evolve oyer the course of the 
progr .. ,. ita monitoring and evaluation will have to shift and adapt.·· Indeed, 
the t6.ptation will be to monitor more and more different factors. 

Nonetheless, the program aims are quite specific. Consequently, the 
monitoring and evaluation of program inputs, outputs and impacts will need to 
be flexible enough to handle emerging problems, yet always sufficiently 
focused so as never to lose sight of the handful of indicators essential to 
measuring program performance. The more indicators the program monitors and 
uses for monitoring and evaluation, the greater the chances of finding things 
going awry with factors neither necessary or sufficient for program success. 
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The reapoa.ibility for balancinl the specific and focused indicatora againat 
the c~,.tinl demand. for flexibility and adaptation should reat with the 
Intermini.terial Committee. to be chaired by the Permanent Secretary of the 
Hini.try of Finance and conaiatinl of key stakeholders in the Program. 
including USAID. It. core monitoring task ahould be to gauge reactions of the 
Committee member. to program outputa and tmpact •• and feed their reactions 
back into improving performance. Since local authorities. building societies 
and the Mini.trie. appear able to collect the required information for 
monitoring program perfo~ce. at the on-set of the program. a local 
contractor will be hired with program fund. to obtain the data plus other key 
indicatora of performance and collate it on a periodic balia for Committee 
staff. 

9.5.1. Relevant Indicator. 

As the basic measurea of program performance muat alwaya be kept in view, the 
conventional order of indicatora i. reversed in the following discussion. We 
start with impact indicatora. then identify those for outputa. turning last to 
input indicators. Indicatora and data aources for an evolving program 
monitoring and.evaluation process are also examined. 

Impact Indicators: 

Number of serviced plots produced with minimum superstructure or more on 
areas of 300 square meters or less. Thia will be obtained from the 
National Housing. Fund on a bi-annual basis and used in the mid-term and 
final evaluationa; 

Ayera,e cost of minimum serviced plot ADd support structure. This will 
be obtained from the National Housing Fund on a bi-annual basis and used 
in the mid-term and final evaluations; 

Einancial reaourcea available within the Buildin, Societies for low 
income mort,al' lendine. This will be monitored monthly and reported 
upon by the buildinl societies on a bi-annual baaia and uaed in the 
mid-cerm and final evaluation •• 

~r of low income mortlaee loans financed by the buildine societies 
under an amount established at the outset of the prolrom and revised as 
incomea increl.e. This information will be provided by the building 
societiea on a quarterly baais; 

I'".r of sArViced plots allocated to below=median income families. The 
information will be collected on a quarterly basis by the National 
Houaing Fund. 

Costs of low coat housine conitruction. This will.be obtained from a 
representative sample of small scale builders in periodic surveys on a 
quarterly basis and will be used in evaluations. 

Volume of Buildina Material, and Construction IndUitry activity. This 
will be measured by monitoring a sample of firma. 
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K'ehlr of jgb. created. Thi. viII be created by monitoring a aelected 
group of buildinl material manufacturer. producing the majority of 
material. for the lov co.t houaing .ector and construction firm. (small, 
medium, and/or large) serving the low income household sector. 

Output Indicator.: 

The outputs to be monitored are detailed in Section 6.2. In addition to 
increa&~. in con.truction firm and building materials production 
activity, the program viII monitor each of the program'. Condition. 
Precedent for implementation. 

Input Indicator.: 

Project disbursement report., vouchers, receipts, etc., will be used to 
track the U.S. dollars and local currencies as discussed in Section 9.2.2 
and 9.2.3. 

9.5.2. Evolyinl Data Sgurce. 

USAID will initially identify a variety of indicators to measure an extremely 
wide range of factors (including those for Zimbabwe's housing finance and 
building standards areas) and will serve as a baseline measure at the outset 
of the program. The appropriateness of the Program indicators selected from 
this initial survey must be thoroughly considered prior to their selection to 
ensure they do not conflict or otherwise compete vith the program's basic 
indicators of input, output, and impact identified above. 

9.5.3. Schedule for Data Collectign and Reyiew 

Upon approval of the program, USAID viII identify suitable local contractors 
to provide the monitoring and evaluation input. The contractor will as.i.t 
USAID in identifying the specific indicator. vhich vill evolve from the 
program-funded Indicator. Survey. Data collection will commence three month. 
after the Progr .. begin. and data viII be collected, collated and analyzed 
from the ministrie., local authoritie. and building societie •• 

In general, input and output indicator. will be reviewed on a quarterly basis 
and impact indicator. on a semi-annual basis. Baseline indicators selected 
from the initial survey will by and large be reviewed annually, where needed. 
The Program'. mid-term and final evaluation. will also rely on this data, and 
will, a. noted earlier, collect specific additional information on 
superstructure, plot size and infrastructural changes sought during the 
P.rogrAII. . 

9.5.4. Schedule of Mid-Ten; and Final Eyaluation 

There will be two external evaluations: (a) a mid-term evaluation to be 
completed near the 24th month of implementation; and, (b) a final evaluation 
to be completed at the conclusion of the program. Scheduling of the mid-term 
evaluation will, however, be flexible in order to accommodate any unexpected 
delay. in meeting the program's condition. precedent. 

The framework for the evaluation. will be worked out in consultation with the 
GOZ and the building .ocieties. The final evaluation will be completed no 
later than two month. after the Project A •• i.tance Completion Date (PACD). 
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IO~ITl!S (AGRICOLTUR~L PRODUCTION A~D NATURAL RESOURCES, 
ALTB, VOLU~TARY FAMILY PLA~NIN~, EDUCATIO~ A~D INCOME 
",'IP.A'IING OF?OR'TGNITIES), ALTEOU1a IT ?!:RMITS SOME JFA 
SISTA~C! FOR OTEER PURPOS!S iITHI~ :RE SCOPE OF SZCTIO~S 
3-1Z6. ~EILE TEE P50POSED ?RQ~aAM )O£S ~OT FIT ~ITHIN 
E FIVE CRITICAL SECTOEAL F~IaRITIES, IT ~ILL FIT ~ITSIN 
GTIO~S 1~3-136, SINCE IT A??EA~S 10 ?~IMARIL1 BENEFIT 
E FOOR 1~ROOGH AN INCREASE I~ S~!LT~R ?J~ LC~-I~CO~E 
OPtE, AND SZCON~ARIL1 TE~01GR T3E AVAILA3ILITY OF JO~S 
TBi CCNSfRUCTIO~ SECTOR. 

1 EAC REPORT FOR THE UNENACTr~ i1 1?92 A?PRO?RIATIONS 
r REFLECTS THE CCMMITTEE~S CONCFRN TRAT NPA 3E D!SI~NED 

) EEL? TB!: POOR MAJORITY. T~E E.a.C S~ATa:S TH.'.T IT Q10TE, 
·~LD LIKE TO SEE A.I.D. 3ECOME TaE R!CO~NIZED ~ORLD 
:ABER IN DiS IGSI N(; A.~D IMPL!::1iNTI NG ~O~-?ROJ!'CT 
; SIS T.~ .'j C E I ~ A LIt': 1 'I! D N U f'i B E R 0 F SF. C l' 0 R S , ? A. R 'I I C U LA R L Y 

:E SOCIAL SECTORS UNQUOTE. IN THIS R!G~.~D, TEE REFOR.T 
JIS ON TO STATE TEAT QuaTE, TO SELP 3!TTIR FOCUS NO~
,,)J!CT Dr ... ASSISTA~CE, raE COM~ITT!E !:XFEC'l'S SUCH 
\ S SIS TAN C ETa BEL I MIT I ~ I N F Y 1992 ':':) T R ~ S:)C I A L S:; C TOR S 
~ASIC E!)U::ATION, FA"1ILY F!.A~INI'!G, A'JJ EIAL1'H), THE 
.·,7IRG~ME~IT, AGRIC!.1!.lU:lE (TO T3~ EXT!'4T T!!AT NON-?RCJt:CT 
3SISTANCi CAN BE saO~N TO HA1E JIRECr AND I~~I~IATE 
~sirITS FOR SMALL iAR~!RS AND T~! RURAL POO~), A~D JOE 
~EA1ION ~IASURES UNQUOTE. SING! T~E P~OPOSEJ A£?R? FO~ 
~lE ECUSBG SECTOR~OIS NOT Mi!:T TH!.SF. C~lT!.?!.~, . 
''::'ID/ZI M 3''":I''t' ·JILT'····UI'It'T' TO MiT'" A ~"'~,..,.,. CA~- I" If"-

.J r. i; ,:~ oJ l _. ... ~ ~.J I.-. ... !, ~ ....... ' " J ,r. tJ !. '1. ;:! .-
('.'TEXT .OF TEE COuNT!tY F?OGRA:1 A;'l9 ITS I·~?~CT C~l ::~LPP'~ 
~E POOR ~AJ0RITY TO PARTICIPATE IN A P~~C!5S O~ lON1-TERM 
~ViLC?~!~1 T2AT IS !~ryITA!LE, PARTICI?ATO~I, 
~7IRO~M!~~A1Ll SUSTAINA3LE A~D SELE-~!L!ANT.· 

t:I~A~CE: 'fEE ECF~ RECC~1~!:NDED TE~.T '!'nI,'3!JR~AU CO.'~C:';R I~. 
~E USE OF A~?RP FU'JDS FOR T~E ~OUSI~~ S~CTOR. TSE ECPR 
ISO RICCM~~~JEJ A~ IA~LY 5U3~ISSION 01 A CONG~FSSIC~AL 
OTIFICATI~N TEAT 3I;~LI1~TS TS! IMPACT ·T~AT THIS F30~RAM 
IL L !1 A V E 'J P 0 ~~ T H 1 ? a a ~. '!' e ~ C ~ '.H L:' F~. a V! J E A N 
FFORTUNI'fY ~oa AN! CO~}RESSIONAL 0~JICTI0N. A~SE~T A 
i.iFFICI::NTLY STRONG JUS'!'IIICAT!O.'4 :lI'!'H 1iS?:!CT TO ?PltFIT5 
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DOLS 13 ~ILLION TO COVEn T1t SUBSIJ! COSTS iO~ QUR 
PROGRAMS A~D DOLS 7 MILLION TO COVEa T9E ADMINISTRATIVE 
COS If s. i:.:T.~: 

.'"fI;~_ ' .. 

A TREASURY ~ARRANT HAS BEEN ~Er.EIVE~ ~O~ ~RIS YIA~'S EG 
OPERATIONS BASED ON A PROPOSED "!HC! up" OF HI':; ?RO~R.A.MS, 
~RICB DID NOT INCLUDE ZIMBA3WE. ZIMBA3~~'S INT!RA~!~CY 
CREDIT RATING IS UNtER REVI~~, AND AT THIS ?aI~T~ CMB ~AS 
CHANGED ITS RATING FOR r! 19:12 FRO:1 'n' TO 'c-' ',f:nCH 'iIIL 
D!CREAS~ ZIMEAB~E'S SUBSIDY COS~ FRO~ 2~ ?I~~ENT TO 15 
PERCENT. AT TEIS RATE, TaE P30fOSED FIaS1-IEAR GUAR\~T~E 
AUT30RIZATION ~ILL PROBABLY REJUIRE A~OUT J015 3.J MIILI~N 
OF THE A~E~CY'S FY 1992 SUESIDt CEILING. 

GUIDANCE: FRE/H EAS EARMARKED OP TO ~aLS 2~ ~ILLION IN 7Y 
1992 ROUSING GUARANTY AUTHCRITY AN~ ASSOCIATED 
AFPROFRIAT!D FUNDS (SUBSIDY) FOR zr~3ABWf. SIMILARLY, FOR 
TEE F1 1993 BGDGET P~OCESS, PRE/R RAS INCLUJED JOL 15 
MILLION IN SG AUTHORITY AND TBS RE~UIRED SUE3IJY A~OU~T 
FOR THE SECOND TRA~caE 01 T~E ZIM3A3~E PROJ2AM. SU3JECT 
TO FRC~?AM I~PLL~~NTA~ICN DIS3URSE~E~T 5C~E)ULE, ?R~/H 
~ILL MAK3 AVAILABLE THE BA1A~CE OF DOLS 15 MILLION RG 
AUTHORITY AS. REQUIRED IN THE OUTT~ARS. 

TeE t"·ISSION S5CIJLD ASSURE 'IRAT TSE !:'ESIGN CF lRE EO~S ING 
SECTJ~ REFOR~ F~O~RAM EFFECTIVELY TI~S T1Y ACCO~PIIS~~ENT 
CF FOLICY' RHOR~S 'WITH THY P5J..SING OF DISEURS!.·E~TS, A~D 
TEAT TSE OBLIGATION SCRZ:ULE SATISFIES TEE AGENCY'S FIVE
YIAR RIG DISBCRSEMENT GUIDELI~ES. 

7. ISSUE 5: REAL INTEREST ;UT!:S 

DISCCSSICN: I~ TEE PAS!, tNTI~!ST RATES ~ERr STATIC A~J 
FLuCTUATED BET1I~N BEI~G P0SITIVE A~D NEGATIVE IN REAL 
TIRMS; THUS, AT TIMES, T~IT ~ER! A DISINCENTIVE TO LEN~IN3 
IN TH~ HOUSING SECTOR. A.I.D. POLICY IN TP.IS RI~A~D 
STATES TEAT (S!ELTER POLIC'! P.'FER, 1935, PG.5) QUOTE, 
CEILINGS IMPOSED BY THE GOVrR~ME~T ON I~TERIST AT OR BEL0~ 
T3E REASONAELY !X?ECTED RATE OF I~FLATIO~ (50 AS TO MArE 
TSEM NE~ATIV! IN 1EAL TEE~S), DISCQU5A~E T9E FL~i OF 
I~VEST~ENT FUN:S ISTO HC~E FI~A~C! INSTITUTIO~S A~D OFTE~ 
LEAD 10 THEIR ULTIMATE D~CA?IiALIZATIO~ J~~JOTE. 

A SPICIFI~ A.I.J. SHE1TE~ S~CTOR POLICY Q3JiCTIVE IS ~O 
QUOTE.,. FACILITATl "'O:ILIZATIO~ OF .~DIIrIO'JAL LOCAL 
RESOURCES FOR FINANCI~; S~~LTER: T0 A~O?T I~7E~EST RAT! 
FCLICIIS ~HIca REFLECT T9E ~EAL COST OF CAFITAL, TC . 
DIVI10P' VIA!3LE I~STITUl'IO~;AL sysrz:--,s !'Oq n~A~JCI~G Sin::'TER 
A~D U?EAN ~IV!LOP~INT, A~) TOMINIMIZ! T~E NEED FOR FU31IC 
SUE5I.iH!:S U~lQUO!~'. TEE ~C?R :)ISCUSS!:!) ',!ETSLR TH~ 
PROP0SI~ FRO~RAM ~AS co~srSII~T WIT9 T~IS O~JECTrVZ (IN 
P.I\1TIClJLAR, "l'S! TRA~~SFIR C: ':::: AS5:'TS TO TEl: 3UgJPj~ 
50CIi'IIES). 

IN ZI~BA~~I, T~O OF THE T~~~E 9UILJI~G SOCIETIES AR! ABLE 
IG ~ArE LeANS AT A 2-3 F[RC:N?A~! ?OI~T srnEAD (PI), PP. 
12) AND, T?LS, A:iE ABLE TO A.'1·1ID FIIIANCBL 
!)ECA?I~ALIZ.\TIO~I ~~j!j 3A~H:il!J?!~r U.S5U'1I~G OP!.~ATr~G ~CSTS 

UNCLASSIFIED STATE :31 64:24/~3 
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ARE '.0 Tel N TEe S!- FA ~ A'1 [ T 7. R S ). T H ~ 1'1! S S I ~ ~I I r~ )l CAr EDT H A ! 
THE ?ROGRAM MILL AVOID £CO~OMIC n~CA?ITALIZATI0N BECAUS~ 
LE~DI~G RAT1S ARE NOW SLrG5TLY POSITIVI, L£., T~!: N(,)MOJAL 
INfEREST RATE EICE~DS THE ~ATE OF I~FLATIO~. I~ ANY C~~E, 
liN!)fR TSE STRUCTURAL ADJUST~ENT P:::J';RAM :\LL [~j'r!REST ~,~T:'S ~. 
iILL BE 1E~EGULAT~D BY TBE END OF 1993. 

ALSJ trSCUSSED ~AS TS! DESIRA3ILI!T OF ~EFOR~ING GOZ 
?CLICIES 7J ALLC~ THE B~IL)ING SOCI!TIlS TO gAVE ~AR~IT
D~T~aMIN~D I~T~~ESf R!!~S FOR EOTB SAVI~~S AND LENDI~~ 
a?E~ATIO\S, ALLC~I~G ALL FI~ANCIAL I~ST!r~TrJ~S TO CGMFET! 
FeR ?! ~ 0 u ~ c :: s c ~ ANi ,~ J ALe A SIS (r ~ it 0 :J G n ~ u ellS 1'!. P 5 ,~ S (A) 
ALLO~I~G 3UILDI~~ SOCIETIES TO C?FER NE~OfIAELE CDS A~D 
PARTICIFATE IN A SICON)ARY ~ORTGA~E MAR~~T AND (3) 
~LI~I~A7I~~ T~E TAX-FREE S~Arus OF EUILDI~G SOCI~rY 
S3A~IS) AND SO?Fa~TINJ OT9ER IMP~07E~ENTS IN THE rI~~NCIAL 
~-'TC':l (''''('B ··S "'.c:·G ..... ~""A'T'IO" -I -r. Ar-""'I""'" \,; !.l,; ;l, ... IJ oJ .'1. J _v'! It ..... " j, .. i1 - • ...; •• •• J.J L ...... " .1 \.i .,;'C 

INC~EASED 5READ~a OF PRODUCT LI~2S OFFia£~ BY ~I?F~~ENT 
FINASCIAL ISSTITGTIO~S). TEESE ~EASUaES ~~~E SEEN AS IiI 
:€L:i:~::STS I~ TE:: PROCr:SS OF 30LSTBr~:~ THE LO'lG-'l'!::tM 
AVAILA3ILI:Y OF FC~DS FOR LC~-I~CO~! S~ILTER iSILE 
EXFAS~ING FiNA~CIAL s~c~oa CJ~?ETITION, IN AD!)I~ION TO 
1?CSE LlSC~SSSD IN 1c£ ?ID. 

iEE REVIE~ ALSO nrSCUSSID T~E D!SI~ABILITY OF EAVIN~ THE 
BUILJI\G SOCI~TI~S BUY TSE IXrSTI~G POaT?OLIO OF TEE 
~A~ICNAL SOUSl~G FUND. IT ~AS POIST!D CUT TRAT, ~EILE 
lEIS ~OULJ ALLOW iEI NSF TO REPAY ITS LOA~S FR~M T3E 
RES EaVE BA~I AND ~ECREASE GOVER~~ENT DEET A~D LrAV~ ONE 
LESS REASON FOR SA7ING A NEF, IT WOUL~ NOT INCR~ASE THE 
AiAILABILITY CF FU~D3 FCR LOi-INCOME HOUSING (SINCE IT 
~CULD CO~PETE ~ITB N!~ ~03TGAGES AS A~ I~iESTMENT V~HICLE 
FC~ ~UILJI~G SOCIITI!S). MISSION RIF~!SEN~ATIvrs 
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HOUSE APPROPRIATIONS CO~~ITrFE ~ASED ON T~E LAN~UA~E I~ 
PARA. 4. 

GUIDANCE: THE iC?~ RICC~~!NDED TSAT AUT30RItt FOR 
APPROVAL OF T5E COM9INED ZIr~AE~! ?RIVATE SECTOR ~OUSI~3 
FROGRAM PAAD/PP BE RETAINED IN ',iASHINGTON. T~E PAJ.D/FP " 
SHOULD 3E SCBEDOLED FOR ~R~I1AL I~ AFR/SA IN MAY 1992. 
PLEASE ASSURE THAT TBE ANALYSIS A~n DOCU~INTAT[ON OF T~IS 
P~CGRAM COMPLIES WITH THAT RE~UIRE) FOR A JFA-FUNJED ~FA 
?ROG3AM. II A MAY SUBMISSIO~ DOES NOT PROVIDE S~FFICIE~T 
TI~£ FOR NPA ANALYSIS AN~ DOCUMENTATION, PLEASE CONFI~M B1 
CABLE ASAP THE MISSIO~'S PLA~~1~ SUB~lSSIO~ JAr!. 

9. A~~ITIG~AL F?/?AAD F?!PARATION GUI~ANCE 

A. 1EE ?ROGRAM ?DRPOSE AND LOGFRAME SHOULD !E 
REARTICULATID 70 ~AKE T5E OBJECTIVES OF TSE PROGRAM 
CCNSISTINT ~ITB ~FA GUIJXLISES FOCUSSING ON LC~-I~COME 
~ENEiICIARIIS A~D P£O?LE-LEVEL iMPAcT. ?L~ASE BE SU~E TO 
JIFFERENTIATE 3~T~EEN tQ~-COST ~OUSIN3 A~D LO~-INCOME 
:!~EFICIARISS.· DUPLICATIC~ OF LOGFRAME ILE~E~TS AT 
DIFFERENT LEVELS saOilLD ~E ELI~I~ATED. THE MISSION SHO~LD 
CONSIDER INCORiORATING ?ROJECTID LO~ER CONSTRUCTl~N COSTS 
~ESULTING FROM fES PRO~~AM IF T21S IS IM?ORTANT TO TS~ 
JLSTIFICA'IION. 

E. ECONO~IC ANALYSIS - ~3ILE BaOADLY ON TRAC!, TSE 
:!CC~lC~IC STRUCIU:UL AJJUST~£NT P:tOG~AM IN ZIM:9Ab'l HAS 
ISCURRED SOME SLIPPAGE IN ITS FIRST YEAR. ~HILE THE 
MISSION ~AS ccsFIDENT THAT TfiIS SLIPPAGE F~S biEN 
RECTIIIED AND THAT 15E STRUCTURAL ADJUSTMENT PROGRAH IS 
O~~-'TP.ACK, iT MUST REMAIN ON-TR.I,C! IN ORDY.R FOR TRIS 
EOUSING SECTOR PROGRAM TO BE EFFECTIVE. TRER~FORI, TB! 

UNCLASSIFIED STATE 0164:24/~4 
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ECO~OMIC ANALYSIS SHOULD INCLUDE DISC~SSr0~ OF THE 
FOLLO~ING CONCtRNS: 

-- THE ANALYSIS SEOULD F~OVIDE A CO~PLE~i PICTURE OF T3~ 
MACaO~CONOMIC CONtI1IONS IN ZI~~ABWI AND A CO~?REBENSIVE 
DISCUSSION OF IS!P PLANNED TAR~ETS AGAINST 
ACCOMPLISEl1ENTS. 

-- TBE ANALTSIS SHOULD DETERMINE ~EAT L£VFL OF 
MACROECONOMIC PERfOaMA~CE IS REQUIRED TO ASSG~! 
AC9IEVE~ENT OF TEE BIG 03JECTIVES. 

,- TEE ISSUE OF R!AL INT!aIS~ RATES 550ULD B! FULLY 
EXPLORED AND ANALYZED. THIS SHOULD I~CLUD! ~NALYSIS OF 
T~E IXISTI~G INTEREST RATE STRUCTU~Y, GOZ INT~RIST RATE 
?OLICY, TS! !~P1ICATIONS AND IMFACT OF TgE £SA? A~J THE 
ABILITY OF THE BUILDING SOCIETIES TO ~J~[LIZE SAVIN1S AND 
EXTESD LOANS. PARA 7 GU[JANCE ALSO APPLIIS aiRE. 

,- THE PID STATES TEAT THE 3UILDINQ SOCIETIES AEE NOr 
~ECAFITALIZI~G SINCE TEE EULK Of T~lI~ uIFCSITS ARE TA! 
FREE. THE A~ALYSIS SEO~lD EXA~INE 1ES I~?ACT OF TEE 
!IISTI~G TAl STRUCTURE ON GOVERSM!~r REVINUES AND 
EXFZ,'lDITJR!:S (I.E., llUDGt.TA?Y IMPLICA1'IO~S), A~D S.C·N TITIS 
RELATES TO THE O~J!CTIVZS AND CONDITI0NS 0F TEE ESAP, AS 
n I S C us SID IN F A~A 7. 

,- TO TEE EXTENT TEAT TEE SUCCESS OF 1E~ PROPOSED HOUSING 
?RO;RAM IS DIFINDE~T ON SUCCESSFUL I~PLEMINTATION OF THE 
ESA? TEl A~ALYSIS SHOULD DESCRIBE/ANALYZE THE RISKS 
ASSOCIATED WIT3 PROGRAM IMPLEMENTATION IF TaE ~OZ FAILS TO 
~E~T THE CONDITIONS OF TEE iSAP, OR IF ITS I~PLi~INTATIO~ 
IS DELAYED. T3IS S~OULD I~CLUD~ A CLEAR A~D ~CRlAELE 
CCNTIN~ENCY PLAN FOR SPECIFIC ACTIONS BY CSAID/ZIM3A~~l AT 
VARIOUS I~PLI~ENTATION FOINTS. MISSIQ~ SEOULD CONSIJER 
USE OF C07E~A~1S T6 HELP ASSURE AD6~RENC~ 10 ELE~ENTS OF 
ISAF CRI!ICAL 10 SUCCESS OF THIS pnO?0SAL. 

-- THZ A~ALYSIS SEOULD E1A~I~~ T~~ LI~~LI~OOD TSAT THE 
PROFOSID FINANCIAL !NSTRU~ENT OR PARTICIPATION IN 
SiCONJARY MORTGAGE ~AR~IT iOULJ NOT ~UCCEED IN P~OV[DI~G 
THE NECESSARY LI~UIJI1Y TO T~E ?RIVAT~ SECTO~ T0 ALLO~ FO~ 
SUSTAISABt! PRIVATI SECTO~ F!NASCI~G OF LO~-INCO~E SOUSING 
IN 1I ~RIIt- 0'" '110'''; ::'lI<:<r'I\I(1 IT"T ~II" I'I'~'-':]-c" :l~'1'1; S"''J!TC'T'I1~-C: : 

I ~.a, 1 • oW ... .... ~ J.. ,~...z _ .-.... "t.. ••• ..., .J ... L:\ L!J. .1..'1 .. _ ! , .. v _ ',j.,.:, ... , 

AlP' "OT':l"'TIAL C::A~'G-:;'S 1M ro.;!:;, ";)'JLI"'r'"AL ""VI~"I""""'" • .J r~.. ......""~, _ . .l __ .. J. "'" t...,'f ... uI11,_.~1. 

Tq- A~A1YSIS S-CUTD r-c:r~~n- ZIvP'~~"'S ~r\I··'C·AL -- •• .!!.'" n • Al.J . J 1:. "" ..., .... .L ;J .r.. : . -J.'1 .:: " !. : .. :1 ..... ) J.' 

~AR~~TS AND TEE IMPACT OF T~E 3EF0~rS ON T3~ 
CO~F!.TITIV::N~SS AN,!) VIA:crLIlI OF ~Ef. FI~~A.\JCrAL SECTOR. 

C. SECTO~AL A~ALYSrS - TaE ~O~SI~r ~TO~ ANALYSIS S30ULD 
I~CLUDE A CCM?~E2E~SrV! J~SC~IFTI~~ T~~ ~XISTI~G 
30USI~G DELIiE3! SrST!~, INCLJ~ING , __ AOLZ OF T5! VARIO~S 
FARTICIPATIN~ ~NTrTI~S. TE~ A~ALYSIS S~0tL~ INCLUDE !3£ 
IMPL!CATIONS Ci T3E F~CF05E~ ?CLI~! Rt?OR~5 0~ TS£ 
FUN C T ION S / S IF. v I C ~ S N 0 '~ f ~ 0 VI ~ E D 3 Y 'I iE :1 \ '! I 0 ~ A 1 S C U SIN G 

fU~D (NilF) AN~ l'H! GENI1AL 10A~ FU~:J (GLF). PA~A 7 ~.LSO 
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D. TECHNICAL ANALYSIS THE TECRNICAL ANALYSIS S30ULD 
DISCUSS ALL CONST~AI~TS I~ THE SE~TO~, ~ITH A RANK 
ORDERING or TE~IR IM?ORTANCE AND TaE RSLATIVE I~PACT OF 
THE CONSTRAINTS ON LO~-INCO~E HOUSING IN PARTICULAR. TR~ 
PAAD SHOULD ALSO DISC~I3! waAT OTSER JO~ORS ARE ~OIN~ I~ 
THE SECTOR. 

E. FI~ANCIAL ANALYSIS - THl PROJ!GT PAPIR/PAAD SHOULD 
I~CLUD! A TABLE SEO~I~G DISBU~SE~£NT AND INTER~ST PAYMENT 
FOR TSE LIF! OF TEl U.S. DOLLAR LJAN. T3IS ~aULD 
FACILITATE THE ~CCNOMIC ANALYSIS RELATIVE TO ZIMBA3;F.'S 
?UBLIC EXTERNAL DEDT AND DEBT SE~VICE RATIO. 

F. ~OST COUNTRY CONTRIBUTION - THE P10G~AM NEE~S TO 
INCLUDE A 25 PERCEN1 EOST COUNTRY CONTRIBUTIO~ FOR TSE DFA 
CC~PONINT AND IT MGST BE SUPPORTIVE OF THI P~O}RAM'S 
OBJECTIVE. 

G. SCCIAL/CULTURAL A~ALYSIS - THE SOCIAL/CULTURAL 
ANALYSIS SHOULD P~OVIDE ! P~OFILE OF THl POTINTIAL 
BOP.E()'iERS,_ INCLUDING AFFORDABILITY' TO LO'i-INCOME PEQ?LE OF 
TEE HOUSING STRUC10RES EXPECTED TO BE PRODUCED IF THE 
PROGRAM ACSIIVES ITS OBJECTIVES A~D IT SHOULD IDENTIFY ANY 
FOf!NTIAL NEGATIVE IMPACT OF TqE PROGRAM ON "VULNERABLE 
GROUPS". IN PARTICULAR, TEE A~ALYSIS SHOULD EXAMINErSE 
POSSIBLE NEGATIVE CONSEQUENCES OF THE ~oaLD BA~~'S PLANNED 
EXPORT-ORIENTED CONSTRUCTION INDUSTRY PROGRAM ON POTENTIAL 
PROGRAM BENEFICIARIES. 

H. FOREIGN EICHANGE AND LOCAL CURRENC! USES - THE PR0J!:CT 
PAPER/PAAD SHOULD SET FORTH THE PROCE~URIS rOR MONITOaING 

UNCLASSIFIED STATE ~H5424/05 
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u.s. DOLLARS (FOR Dr! DOLLARS, ASSU~ING DISBURS!MENT AS 
CASH) AND QUAtlfTING LOCAL CURRE~C! EXPENDITURES. THE 
POTENTIAL FOR MAIIMIZrN~ u.s. SOURCE/ORIGIN ?ROCUREM£NT 
FOR DY! DOLLARS SEOULD ~E AD~RESSED AN' REFLECT~D 
ACCORDINGLY IN PROC!DU~ES FOa DlSBURSE~ENT A~D MO~lTORrNG 
AGREEt UPON ~ITH THE ~OZ. 

I. TRACKING IMPACT - TEE PAAD NEEDS TO LAY OOT ~EAT TEE 
SECTOR ~ILL LOOI LIIE AT TE£ END OF T3E ?RO~RAM, AND Ta! 
P!CGRAM'S QUANTIFIABLE I~FACT ON THE PCO~. IT 1LSO NE!DS 
TO FULL! EXPLAIN BO~ THE PROPOSED CO~JITIO~ALrTI ilLL 
ACHIEVE T3IS IMPACT. TEE PROJECT PAPIR/FAAD SHOULD 
EXPLAIN THE MONITORING AND EVALUATION (M AND I) SYSTEM 
THAT ~ILL BE POT INTO PLACE UNDER T3IS ?lOGRAM TO ~EASUR£ 
THE I:1FACT OF RUORMS ON TEE VARIOUS PROGRAM 

BENEfICIARIES.· 'l'BE COSTS OF THE M AND £ 5YSrE~ MUST BE 
BOnNE BY TBE PRO~RAM. 

Annex r - A 
P.lge 11 of 1 

J. PROGRAM CO~DITIC~ALI1Y - CO~DITIONALITY ?3ESENTED I~ 
TEE PID IS HEAVILY LA~E~ VITH L!G!SLATIV~ CEANGES AN' 
FEASIBILr~Y STUDIES. IF LEGISLATIVE CBAS~ES AaE H~QUIgSD 
FOR PR01RAM SUCCESS TO MEET SECTION 611(A)(2) 
R~QUIREMENTS, TEE PAAD MUST D~SCRrBE, WI~H SUFPORTING 
FACTS, THE 3ASIS FOR TEE ~rSSION'S BELIEF TEAT TEE C3ANG~S 

OODU ~ILL BE ACCOM?LISEED ON A TI~ELY ]ASIS. 

TO MElT ADEQUATE PLANNI~G REQUIREMSNTS. T5! PAAD MUST LAY 
OUT 'HO~ ACHIEVIN~ TEE PROGRAM'S ENDPOINT IS FEASIBLE, AND 
NCT LEAVE FEASIEILITY A~ALYSES TO PROGRAM I~PLIMINTATION, 
AS CORRENTLY PROPOSED IN TaE PID CONDITIO~A1ITY. ONCE 
AGAIN, TEE MISSION MOST EAV! A STRO~G A~ALYTIC EASIS AND 
RATICNALE. rOR LISIING TB~ PROPOSED REFORMS AND THE 
DIS3UBSE~I~T SCEEDULE. 

K. ENVIRONMENTAL ANALYSIS - COM~E~TS ON TH~ lEE ARE T~E 
SU3JECT OF SE?TEL. . 

10. T~E !A/AIR 5EREEY ~AliES rBE REQUIR~ME~T IOR A PAIP 
FOR TEI D:A COMPONENT BASED ON T~E SECTOR D~SCRIFTrON AND 
CCNCER~S OOTLINEJ IN THE BI~ PI~. 

ONC~ AGAIN THE 3UR!AU CON3EATULATES TEE MlSSla~ ON AN 
LIC.LLINT PRCGRAM PRESi~TATIO~ AN) ~E LOOK iO~~ARD TO 
SOBMiSSION OF 1~E ?AAt/?P. EAGLIBURGER 
BT I . 

#64:24: 

Nr\NN'· 
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ACTION: AID-1 
'INFO: ~~ON-1 DCM-1 AMB-1 

DISTRIBUT ... '~: AID 
CHARGE: AID 

VZCZCSB0324 
PP RUEHSB 
DE RUEHC #6149/01 1900115 
ZNR UUUUU ZZH 
P 080114Z JUL 92 
FM SECSTATE WASHDC 
TO RUEHSB/AMEMBASSY HARARE PRIORITY 1043 
INFO RUEHNR/AMEMBASSY NAIROBI PRIORITY 9752 
BT 
UNCLAS SECTION 01 OF 02 STATE 216149 

AIDAC, NAIROBI FOR JKOLKER, RHDO 

,,- .. -..... -._--
r---- .~ 
"'::':'''' __ ' • __ "0 .. 

+-;~ .f.o _ . _ 

~.L! ___ -.~ .... 
":""~. .. V!"! !-' ....... . 
t-:-=-~ .... -. . .. ' 
r.~. ". ... . 

irf~~-- ;'" . 
. --~ .... 

nt:F1C~;'.l Fil~~~. : ':., 
J ~. __ .•.... ) .. C. .... ' •.• i-.:., .. - .... ,. 

E.O. 12356: N/A ~ .. ~. ' .... , . 

~~~~CT: ZIMBABWE - PRIVATE SECTOR HOUSING PROGRAM (PSHP) S:~ ~ .. '.' .' .. ~ _ ..... 
(613-0235) AND (613-0236), INCLUDING HOUSING GUARANTY LOAN 
(613-HG-003) - ECFR REPORTING CABLE 

1. THE EXECUTIVE COMMITTEE FOR PROJECT REVIEW (ECPR) MET 
ON JUNE 24, 1992 TO REVIEW THE ZIMBABWE PRIVATE SECTOR 
HOUSING PROGRAM. THE ECPR WAS CHAIRED BY THE ACTING 
AA/AFR, AND WAS ATTENDED BY REPRESENTATIVES OF THE 
ZIMBABWE MISSION, RHUDO/NAIROBI, AFR/SA, AFR/ARTS, AFR/DP, 
GC/AFR, POL, PRE/H, GC/PRE, AND AF/S. THE ZIMBABWE 
MISSION, IN CONCERT WITH RHUDO ASSISTANCE FROM NAIROBI, 
WAS COMPLIMENTED ON ITS SUBMISSION OF AN EXCEPTIONAL 
CONCEPT AND MODEL MIX OF HG LOAN/TA/NPA. THE APPROACH 
DIRECTLY ADDRESSES CRUCIAL HOUSING AND DEVELOPMENTAL 
REQUIREMENTS WITHIN ZIMBABWE. THE PROPOSED POLICY CHANGES 
TO RESULT WITHIN THE PROGRAM ARE EXCEtLENT. THE PROPOSED 
PROGRAMMATIC APPROACH COULD ALSO SERVE AS THE APPROPRIATE 
MODALITY FOR HG LOANS/TA AND NPA NEEDS IN OTHER AFRICAN 
NATIONS. IN SUMMARY, THE ECPR CONCURRED WITH THE FROGRAM 
ENTITY IN SUBSTANCE AND FORM AS SUBMITTED, BUT POSTPONED 
FINAL APPROVAL PENDING CLARIFICATION, POSSIBLE AMENDMENT, 
AND MODIFICATION, AS DISCUSSED BELOW. 

2. THE F.CPR REVIBWBD TH~ TWO MISSION COMPONENTS (TA AND 
. NPA) BASED ON CONCURRENCE OF THE OFFICE OF HOUSING AND 

URBAN PROGRAMS (PR,/H) THAT THE PROPOSED HG LOAN 003 FOR 
ZIMBABWE (US DOLS 15 MILLION IN FY 1392, USDOLS 20 MILLION 
IN FY 1993, AND USDOLS 15 MILLION IN FY 1995) WAS 
AVAILABLE AND RESERVED FOR ZIMBABWE~ PRE/H CONFIRMED THAT 
THIS HG LOAN AUTHORITY WILL BE MADE AVAILABLE FOR THE 
ZIMBABWE PROGRAM, AND IT WILL BE INCLUDED IN THE PRE/H 
ABS. MOST OF THE ISSUES RAISED WERE PROMPTLY AND 

UNCLAS AIDAC SECSTATE 216149 

•.. 'r 



UNCLAS AIDAC SECSTATE 216149 

POSITIVELY ADDRESSED DURING THE ECPR, INCLUDING: 

A. MISSION STRATEGY AND FOCU~: WAS HOUSING DETERMINED BY 
THE MISSION TO BE ONE OF ITS TWO OR THREE (2 OR 3) SECTORS 
OF FOCUS AND CONCENTR.TION AS REQUIRED BY THE AFRICA 
BUREAU? IT WAS DECIDED.THAT IT WAS AND, THUS, WOULD BE SO 
REFLECTED BY THE MISSION IN THE FY 1993 SUBMISSION OF A 
NEW CPSP. 

B. NPA FUND SOURCES: THE NPA TRANCHING AND HG LOAN 
DISBURSEMENTS ARE TO BE IN TANDEM, BASED ON THE SAME 
CONDITIONAL!TY. BEYOND THE FY 1992 NPA TRANCHE OF DOLLARS 
10 MILLION PROVIDED FROM THE BUREAU'S AEPRP RESOURCES, 
WILL ~HE MISSION FUND OUT YEAR NFA COSTS (USDOLS 5 MILLION 
IN FY 1993 AND USDOLS 10 MILLION IN FY 1995) FROM DFA 
RESOURCES WITHIN THE MISSION'S OYB? THE ECPR WAS ASSURED 
BY MISSION REPRESENTATIVES THAT SUCH FUNDING WOULD BE 
CARRIED WITHIN THE OYB, AND WOULD BE SO REFLECTED WITHIN 
THE PLANN'GD TARGET FIGURES OF THE INCOMING ABS. THE ECPR 
CONTINUED ITS REVIEW ON THAT BASIS. 

C. DROUGH'r-RELATED IMPACT: ZIMBABWE, AS MOST OF EASTERN 
AND SOUTHERN AFRICA, IS IN THE MIDST OF THE WORST DROUGHT 
IN NEARLY A CENTURY. WHAT WILL BE THE LIKELY EFFECT OF 
THIS DROUGHT ON PLANNING, RESOURCE ALLOCATION, AND 
PRIORITIES OF HOUSING BY THE GOVERNMENT OF ZIMBABWE? THE 
EFFECTIVE DEMAND FOR HOUSING IN ZIMBABWE WAS DETERMINED TO 
BE EXTRAORDINARILY HIGH, AND IT IS CONTINUING TO GROW. 
THE DEMAND, AND MOMENTUM BEHIND IT, IS SUCH THAT HOUSING 
WILL REMAIN A KEY COMPONENT OF NATIONAL POLICY. IN FACT, 
THE DROUGHT ENHANCES THE REQUIREMENT FOR ADDITIONAL 
HOUSING, AS MORE ZIMBABWEANS ARE LIKELY TO ABANDON RURAL 
AREAS, SEARCHING FOR-WORK AND SHELTER IN THE URBAN AREAS. 

D. iWINDFALL PROFITS:. CONCERN WAS EXPRESSED THAT WITH THE 
EXPECTATION OF CHANGING INTEREST RATES AND UNCERTAINTIES 

'AS TO INFLATION TOGETHER WITH THE POSSIBILITY OF A GROWING 
I SPREAD BETWEEN A.I.D. LENDING AND I.F.I. ON-LENDING RATES, 

I 
IT IS CONCEIVABLE THAT INAPPROPRIATE WINDFALL PROFITS 
COULD ACCRUE WITHIN THE SECTOR. IN ORDER MINIMIZE ANY 

. SUCH WINDFALL, THE MISSION IS REQUESTED TO NEGOTIATE WITH 
THE GOVERNMENT OF ZIMBABWE (GOZ) AND INCLUDE WITHIN THE HG 
AND NPA AGREEMENTS SPECIFIC LANGUAGE WHICH REQUIRES THAT 
I. F. I. BORROWIH~ AND ON-LENDING RATES BE STRUCTURED SO 
THAT THEY PERMI~A SPREAD TO COVER ADMINISTRATIVE COSTS 
(APPROXIMATELY 2.5 PERCENT ACCORDING TO THE PAAD). 
INTEREST EARNINGS AND BENEFITS ABOVE THOSE COSTS SHOULD BE 
RECYCLED INTO MORTGAGE LENDING FOR THE LONEST INCOME 
BORROWERS. THE MISSION IS REQUESTED TO AMEND THE PROGRAM 
DOCUMENTATION TO REFLECT THIS SUGGESTION .. 

E. BLOCKED FUNDS: THE MOST DIFFICULT ISSUE DEALT WITH 
THE MISSION'S PROPOSAL TO USE NFA RESOURCES IN THE 
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I-'URCH:'..SE/PROGRA.:·OlING OF BLOCKED LOCAL Cl'Rf\i::?lCY. THE ECFR 
DETER~'1INED TH.b,T, DESPITE THE nmov,; l'Ior~, IT \~AS BOTH 
ECOl;orHC,~LLY ,a..ND POLI'rICALLY U~:lHSE FOR A, r, D. RESOURCES 
TO BE SO USED AI' 'THIS TIl1E. OF SPECIAL CCICERN wAS THE 
ESTABLISHMENT OF A SPECIFIC A.I.D. PRECEDENCE OF 
liNCL~S SECTION 02 OF 02 STATE 216149 

AIDAC, NAIROBI FOR JKOLKER, RHDO 

pURCHASING BLOCKED LOCAL CURRE~lCY OF U. S. AND THIRD 
COUNTRY ENTERPRISES WHICH COULD THEN BE HELD TO APPLY TO 
l"_;NY OTHER COUN'PRIES AND PROGRAHS. IN ADDITION, ALTHOUGH 
THE PCRCHASE OF BLOCKED LOCAL CURREliCY AT DEEP DISCOUNTS 
CCULD RESULT IN MORE RESOURCES FOR THE HOUSING SECTOR, IT 
\';AS POINTED OUl' THAT THESE RESOURCES WERE NOT II FREE. II 

TiiEIR USE COULD HAVE tiEGATIVE EfFECTS ELSE'.~HERE IN THE 
ECG~)GMY. I-:I'l'liER THE GOZ ~.JOULD H.\\·E TO nlCREASE THE Nm:EY 
SUPPLY, ;';HICH h'OULD BE n:fL.AT I0!L!.RY, OR GUDGEl' CUTS 1-i0ULD 
HAVE TO HADE ELSEh'iiERE. HEtICE, T:iE ECPR DECIDED THAT NO 
REPEAT NO BLOCSED fU~DS COULD BE PCRCHASED WITH THESE 
FC~:DS. ALL tJP,a.. RESOURCES ARE TO GE1;ERATE LOCAL CURRENCY 
TE?OUGH THE: GOZ IS OPEH GEUER.;L I~-:PORT LICENSE (OGI L) 
PF;C'GR.~.H. THE l'ROFOSAL TO EXP.;ND RESOURCES fOR THE HOliSItIG 
5 EC fOR (BOTH PU8LIC AND PRIV;'.TE cc·r·IPO::E!lTS) BY A TOTAL OF 
ZI1~DOLS 500 l-lILLION WAS YiHOL[EE,~.RTF.DLY ENDORSED. OVER THE 
FIVE YEARS, A.I.D. WILL CONTR!6UTE CSDOLS 75 MILLION 
(EQUIVALENT TO ZIMDOLS 375 MILLION). IF THE GOZ FOLLOWS 
rH~OUGH WITH ITS PLEDGED SHELTER SECTOR BUDGETARY 
~LLOCAT!ONS OF ZIMDOLS 125 MILLION, THE TOTAL RESOURCES 

~VAIU.8LE TO THE SECTOR WOULD BE ON TARGET AT ZII1DOLS 500 
~ILLIJN. THAT CONCURRENT PLEDGE FROM THE GOZ SHOULD KEEP 
XLL OF THE TARGETS, SPECIFIC OBJECTIVES, COST/BENEFITS, 
,~:o FLOh' OF FOREIGN EXCHANGE WITHIt~ THE PROGRAM AS 
)RESEtHED IN THE PAAD. LITTLE OR NO REVISION TO THE PAAD 
)OCUMENT h'OULD THEN BE REQUIRED. HOhEVER, IF THE GOZ IS 
H:;.;r LLING/UNABLE TO ENSURE TH.;T ITS pI.J..rnlED BUDGET TO 
iOCSnlG IS ACHIEVABLE, TOTAL RESOl:RCES AVAILABLE TO THE 
iECTeR OBVIOUSLY WILL BE LESS, ~.;jD ALL U·1PACTS AND 
)3JECTIVE LEVELS WILL BE AFFECTED. TEE t-lISSION IS T!iEU 
~EQUESTED TO RE-ASSESS, RE-Ati.;LV::::, RE-C,;LCULATE, ;,~:o RE
;C3~IT ONLY THOSE SECTIONS OF THE PAAD ~fFECTED BY THE 
:OTAL AVAILABILITY OF PLANtlED FC:::H!lG fF.C'~·l ALL SOURCES. 

~. REr.L POSITIVE: INTEREST RATES. CO~:CERU \"A3 EXPRESSED 
'H.!..T PRO] ECT DISBURSEMENTS OR F?0j Eer LE:;DING COULD BE 
:J:·:r:LETED BEFORE THE MOVE TO FOS ITI'.'E PEAL INTEREST R.;TSS 
'CR LEI:DING 'f0 ULTIMATE' .BENEFICr.:.RIES \';,;S ACHIEVED. IT 
:;'.S AGREED THAT THE MISSION \'iCLJLD Cot:!:)IT"i:G:~ RELE.~SE OF THE 
'HIRD1'RAUCHES OF HG ArlO DFA fetiDInG 0!~ PRIOR ACHIEVDIENT 
)F POSITIVE REAL INTEREST TO EORROWERS IurHE LOW INCOME 
10Usn~G SIJBSECTOR. A COVENANT orl TiiE USE OF PRE-THIRD 
'RANCHE RESOURCES WAS ALSO AGREED. 
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J. THE LAST THREE KEY ISSUES (20, E, AND F ABOVE) WERE 
THE ONLY ISSUES ADDRESSED BY THE ECPR l'iHICIi HAVE NOT BEEN 
RESOLVED. THE ECPR REQUESTS THAT THE MISSION NEGOTIATE 
THESE ISSUES WITH THE GOZ. UPON SUCCESSFUL CONCLUSION, 
THE MISSION IS REQUESTED TO NOTIFY AlD/W BY CABLE, PLUS 
PROVIDE ANY PAAD CHANGES FOR AID/I~ CLEARAtlCE. IF APPROVAL 
IS fORTHCOMING, AID/W WILL rOTIFY rUSSION AND PROVIDE 
DELt::GATION OF AUTHORITY TO i\PPROVE/AUTHORIZE E~nIRE 
PROGRAM IN 'THE FIELD. (WE HOPE AND ASSUl-1E THAT THIS HILL 
BE 'rHE SCENARIO.) CONVERSELY, IF FULL RESOLUTION BETI-lEEN 
THE MISSION AND THE GOZ, AS RECO:1MENDED BY THE ECPR AND AS 
STATED HERE IS NOT POSSIBLE, THEN REVISED APPROACHES, 
TARGETS, OBJECTIVES, AND l,NALYSES \.; lTHIN THE PAAD WOULD 
THEN NEED TO BE RESUBMIT~iD FOR ANOTHER ECPR fOR REVIEW IN" 
.UD/W. 

4. THE ECPR REI'i'ERATES ITS E1\DORSD:ENT OF THE HOUSING 
PROGRAM (MINUS THE BLOCKED FUNDS cotleEPT) .;ND ITS SUPPORT 
JF THE M ISS ION 'S TARGET/FOCUS. .~ I 0/101 rnWERSTANDS THh-r THE 
:;OVER!'lMENT OF Z IMBA8I-lE' S COHN.-r:TMENT TO HOUS ING IS EQUALLY 
3TRONG, AND THAT THE PLEDGED GOZ RESOURCES TO THAT SECTOR 
HLL BE ~.).DE. IF SO, CHA!'lGES TO TilE P.-\AD AND CONCEPT WILL 
3E MINOR. PRE/H AND RHUDO HAVE INDICATED FULL SUPPORT OF 
{oUR EFFORTS AND WILL COllTINUE TO PROVIDE RESOURCES AND 
\SSISTANCE AS NECESSARY TO COMPLETE THIS EFFORT. 

i. PLEASE ADVISE THE BUREAU OF PLAt/NED TIMETABLE FOR NEXT 
iTEPS. EAGLEBURGER 
~T 
f6149 

NNN 
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ORIGIN: AID-1 
IHFO: ECON-1 DCM-l AMB-l 

DISTRIBUTION: AID 
CHARGE: AID 
APPROVED: DIR:TDMORSE 
DRAFTED: CPDIS:PKBUCKLES 
CLEARED: DD:SJSPIELMAN 

VZCZCSBI4 06 
PP RUEHC RUEHNR 
DE RUEHSB #8510/01 2171417 
ZNR UUUUU ZZH 
P 041417Z AUG 92 
fM A.:1EMB.a.SSY HARARE 

AIDAC 

TO RUEHC/SECSTATE WASHDC PRIORITY 5089 
INFO RUEHNR/AMEMBASSY NAIROBI 0966 
BT 
uNCUS SECTION 01 OF 10 HARARE 008510 

AIDAC 

HARARE 08510 

AID/\-! fOR AFR/SA AND NAIROBI fOR J. KOLKER, RHUDO 
, . 

E,O. 12356: N/A ,,- ~ "II., 

SuBJECT: 7.I:1El\BWE - PRIVAT)( SECTOR HOUSING PROGRAH 
(PS:iP) (613-0235, .a.~m (613-0236'), Arm 
HOUSING GUARANTY LOAN (613-HG-003) 

REF: STATE 216149 

1. REFrEL REPORTED THAT THE EXECUTIVE CO~MITTEE FOR 
PROJECT REVIEW (ECPR) CONCURRED WITH THE SUBJECT 
FRC'GRM1 IN SUBSTANCE AND AND FORM AS SUBl':ITTED, BUT 
POSTPOllED FINAL APPROVAL PENDING CLARIfICATION, 
POSSIBLE AMENDMENT, AND MODIFICATION, AS DISCUSSED IN 
REFTEL, PARAS 2D,E,F. MISSION HAS MET WITH THE 
GOVERNMENT OF ZIMBABWE (GOZ) TO DISCUSS ALL 
unRESOLVED COlJCERNS RAISED IN REFTEL AND REPORTS THAT 
THE GOZ IS IN AGREE~ENT WITH ECPR PROPOSED 
RESOLUTIONS. 

2. ~lISSION HAS MODIFIED THE PROGRAM DESIGN SUCH THAT 
PROGRAM GRANT RESOURCES WILL NOT BE USED TO LEVERAGE 
ADDITIONAL RESOURCES THROUGH THE PURCHASE OF Blocked 
FUNDS. THE PROGRAr1 GRANT RESOURCES '" I LL BE CHANNELED 
THROUGH THE OPEtJ GEtJERAL IHPORT LICENSE (OG I L) 
SYST Er.y, THUS PROVIDING CRITICAL BALANCE OF PAY1·1EtJTS 
surpORT THAT WILL fREE UP GOZ RESOCRCES FOR URGENT 
CRor.'GHT RELIEF NEEDS. THE GOZ HAS AGREED TO PPOV I DE 
TilE DIfFERENCf::<~IN RESOURCES ":HICH HOULD HAVE BEEN 
lEVF.~AGED THRO,UGH THE PURCHASE OF BLOCKED FUl1DS FROM 
ITS C"'iN BUDGETt;D RESOURCES, THEREBY EIJSL'RHIG THAT THE 
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EXPECTED PROGRA.'1 IMPACT REMAINS THE SA.\~E AS IH THE 
ORIGINAL PROGRAM DESIGN. 

3. MISSION ANALYSIS CONFIRMS THAT THE AGREED UPON 
RESOLUTIONS WILL NOT RESULT IN ANY SIGNIFICANT CHANGE 
IN PROGRAM IMPACT ANALYSES AS PRESENTED IN THE 
PROGRAM DOCUMENT SUBMITTED BY USAID FOR ECPR REVIEW 
eN JUNE 24, 1992. THEREFORE, IN ACCORDANCE WITH 
GUIDANCE INCLUDED IN REFTEL, PARA. 3, MISSION HEREBY 
TRANS;1ITS FOR A. I . D. /W CLEi\RANCE THE ON LY FAI\D 
CHld'JGES, ALL OF ~';:HICH HAVE BEEN DISCliSSED '\~D AGREED 
UPON WITH THE GOZ. HISSION HEREBY REQUESTS APPROVAL 
A!ID DELEGATION OF AUTHORITY TO APPROVE/AUTHORIZE THE 
EtHIRE PROGRAM IN THE FIELD. 

4. THE THREE ISSUES REFERENCED ABOVE h'HICH RE~'!AItlED 
UNRESOLVED AT THE ECPR INCLUDED: (A) \HNDFALL 
PROFITS; (B) BLOCKED FUNDS; AND (C) REAL POSIfIVE 
INTEREST RATES. ALL THREE CONCERNS HAVE BEEN 
ADD[~ESSED IN THE AGREED UPON PROGRAM CONDITIONALITY 
AND IN THE AGREED UPO~ Al1PLIFIED PROGRAM DESCRIPTION 
DESCRIBHIG THE FLOW OF FUNDS. THE SPECIFIC PROGRAH 
COUDITIONALITY I\~D RELEVANT PORTIONS OF THE A!·lPLIFIED 
PROGRAM DESCRIPTIO~ TO BE INCLUDED IN THE NEGOrIA1ED 
PROGRAM AGREE:·~EtiTS ARE SET FORTH BELo\'1. THESE HAVE 
ALL BEEN DEVELOPED AND CLEARED WITH THE REGIONAL 
LEGl"L ADVISOR. 

J. AGREEMENTS, CONDITIONALITY AND COVENANTS 

A. AGREH1EtlTS (THESE ARE TERMS OF THE PROGRAM 
l\GREEMENT) 

(1) NOTWITHSTANDING ANY OTHER PROVISION OF THE 
AGREEMENT, THE GOZ AGREES THAT, OVER THE LIFE OF 
'[HE PROGRAM, COUNTER DEPOSITS EQUAL TO THE LOCAL 
CCRRENCY EQUIVALENT OF HALF THE HG LOAN 
RESOURCES DISBURSED WILL BE ~~DE AVAILABLE TO 
THE NATIONAL HOUSING FUND, ALONG WITH AN AGREED 
AMOUNT OF BUDGETTED GOZ RESOURCES TO BE USED FOR 
THE EXCLUSIVE PURPOSE OF LOW INCOME PLOT 
DEVELOP~'iENT . 

(2) NOTWITHSTANDING ANY OTHER PROVISION OF THE 
AGREEMENT, THE GOZ AGREES THAT, OVER THE LIFE OF 
THE PROGRAM, COUUTER DEPOSITS EQUAL TO THE LOCAL 
CURRENCY EQUIVALENT OF HALF THE HG LOAN 
RESOURCES DISBORSED \HLL BE MADE AVAILABLE, 
ALONG WIT~ COUNTER DEPOSITS EQUAL TO THE LOCAL 
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CURRENCY EQUIVALF:NT OF THE TRANCHED U.S. DOLLAR 
GRANT FUHDS (LESS TEN (10) PERCENT FOR THE TRUST 
FUND PROVIDED FOR IN SECTION 4.2.4., BELOW), ON 
A GRANT BASIS TO BUILDING SOCIETIES TO BE 
I3LENDED WITH "MATCHING", CO:-~-!ERCIALLY BORRO\-iED 

RESOURCES TO 8E USED FOR THE EXCLUSIVE PURPOSE 
OF LOW INCOME MORTGAGE FINAHCING. 

(3) THE PARTIES AGREE THAT TEN (10) PERCENT OF THE 
COUNTER DEPOSITS EQUAL TO THE LOCAL CURRENCY 
EQUIVALENT OF THE TRANCHED U.S. DOLLAR GRANT 

r.!!'-:CLJ\S SECTION 02 OF 10 HARARE 008510 

AIDAC 

AID/W FOR AFR/SA AND NAIROBI FOR J. KOLKER, RHUDO 

E.O. 12356: NIA 
SUBJECT: ZI~BABWE - PRIVATE SiCTOR HOUSING PROGRAM 

(PSHP) (613-0235) AND (613-0236), AND 
HOUSING GUARANTY LO.a.N (613-HG-003) 

FUtJDS SH.a.LL BE r:.:l-jEDIATELY TP-;NSFERRED INTO A 
THL:ST n:::D J..CCOUNT DESIGNATED, ESTABLISHED AND 
,\DjH!HS1~RED BY A.I.D. TO COVER AD!H~JISTPJ\TIVE 
,\.t;O CPEt=:\TIO~\AL REQUIRE1~E!lTS OF THE A.I.D. 
PROC2AM IN IN ZI~BAB~E, PCRSUANT TO TRUST 
AGREE:-~F:~;rS AND Ai-:Elim:ENTS THERETO BETI-iEEN THE 
PARTIES. 

B. C0NDITIO~ALITY 

THE CI)};DI'fIOnALl TY PRESENTED BELOW REPRESEHTS THE 
SUBSTANTIVE CO!JTENT OF AGREED UPON ACTIONS. THE 
PRECISE LANGl'I-.GE FOR EACH CONDITION MAY BE ~10DIFIED 
1'0 REFLECT USAI 0 NEGOTIATIor~S IHTH THE GOVERNHENT, 
IHTHIN THE SUBSTAHTIVE INTENT OF THESE C01WITIONS 
PBECEDE1H. AS A RESULT OF NEGOTIATIONS TO DATE, ONLY 
MINOR EDITORIAL CHANGES ARE EXPECTED. 

Cor:DITIor:S PRECEDENT TO DISBURSD1ENT OF FIRST 
TR1,tlCHE OF U. S. DOLLAR GRANT RESOURCES 

FRIeR TO THE DISBURSEMENT OF THE FIRST TEMICHE OF 
U.S. DOLLAR GRANT RESOURCES OR THE ISSUANCE BY A.I.D. 
OR DOCUMENTATION PURSUANT TO \'iHICH DISBURSEr-lENT \HLL 
BE :-~ADE, THE GRANTEE WI LL, EXCEPT AS THE PARTIES HAY 
OTHr:R~HSE AGREE- IN WRITING i FURllISfj. TO A. 1.0., IN· 
feR:-l f..nD SUBSTANCE SATSIFACTOR TO A. I. D., EVIDENCE 
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THAT IT HAS CCHPLETED THE REQU IRED ACTIONS BELOloJ. 

(1) PLACED ON THE RESTRICTED OGIL ALL ITD:S 
(PRIHARIL'l SPARE PARTS) ;'.S MUTUALLY AGREED UPON 
BY THE GOZ AND A.I.D., TO ASSIST THE BUILDING 
;'~ATERIALS INDUSTRY TO (I) FRODUCE AT FULL 
EXISTING CAPACITY; AND (II) EXPAND PRODUCTION 
CAPACITY (RESTRICTED TO f::IJILDING :A.A rERIALS 
INDUSTRY) . 

(2) PlACED ON THE RESTRICTED OGIL: 

(A) SPARE PARTS, AS ~UTUALLY AGREED UPON BY 
THE G02 ANJ A.I.D., FOR WORK ON HOUSING 
PROJECTS REQUIRING EARTHMOVING, ROAD 
BUILDING, AND THE LAYING OF ~";ATER AND 
SEWAGE PIPES (RESTRICTED TO BUILDING AND 
CIVIL EHGINEERING CONTRACTORS). 

(B) :·:EC/:,;NICAL COI1PONEN'rS, AS HUTUALLY AGREED 
UPON BY THE GOl AND A. I. D., REQUI RED FOR 
THE r·:MIUFlI,Cfl:RE OF COliCRETE ~IIXERS AND 
DG~FERS, WHICH ARE XADE IN 2IM3AB~E BUT 
Rf:Ql:IRE n:F{JRTED EtJGI!~ES A!JD OTHER 
r':ECHA~HCi\L PARTS (LATTER RESTRICTED TO 
:A.ANlJFACTURERS OF SUCH EQU I F:·:E:rn) . 

(C) EQUIPMENT AS MUTUALLY AGREED UPON BY 'rHE 
G02 AUD A.I.D. FOR THE SURVEY INDUSTRY AND 
CGMPUTER EQUIPMENT (RESTRICTED TO BUILDING 
SOCIETIES) . 

(3) BUDGETrED RESOURCES TOTALLING NO LESS THAN THE 
LOCAL CURRENCY EQUIVALENT OF US$5 Million FOR 
THE 1993/94 ZIMBABWE FISCAL YEAR FOR THE 
~;ATIONAL BOUS ING FUND (NHF) EXCLUS IVELY fOR THE 
Pl:RPOSE OF LOW INCOHE PLOT DEVELOPl-iENT. THESE 
i3UDGETTED RESOURCES ARE TO BE SEPARATE AND 
DISTINCT FROH THE REQUIRED COUNTER ~EPOSITS TO 
THE DISBURSH1ENTS OF THE TRANCHED A.I.D. HG A~JD 
PROGRAM GRANT RESOURCES UNDER THE PROGRAM. 

(4) CO!lFIRgED IN i':RITING THAT THE BORROloJING AND 
LENDING RATES FOR THE COUNTER DEPOSITS OF LOCAL 
CURRENCIES MADE AVAILABLE TO THE BUILDING 
SOCIETI ES FOR LmoJ INCOHE NO~TGAGE FII!A!;Crr;G loJI LL 
BE STRUCTl'RED TO: (A) PER1lIT A SFREAD TO COVER 
AD:ntJISTRATIVE COSTS (APPROXn!.ATELY 2.5 
PERCENT); AND (B) REQUI RE THAT INTERES T E}\RtH ~lGS 
Arm BENEFITS ABOVE ADI-!IfnSTPATIVE COSTS ARE 
RECYCLED INTO MORTGAGE LENOelG FOR BELOI'l THE 
MEDIAN ~NCOME BORROWERS. 

(5) PROVIDED WRITTEN APPROVAL, AS AUTHORIZED UNDER 
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THE BUILDHIG SOCIETIES ACT, TO PER..'lIT THE 
BUILDI!'JG SOCIETIES TO ISSUE HOUSING lJEGOTIABLE 
CERTIFICATES FOR DEPOSIT. 

(6) AUTHORI ZED IN y,'RITING THE BUI LDING SOCIETIES TO 
OFFER COMPETITIVE RETUFJJS ON INVE 
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STMENT TO THE 
DEPOSITORS OF SURPL~S FUNDS. 

(7) AGREED IN ~RITING, AND IN ACCORDANCE WITH ITS 
PLAlJ TO DEREGULATE THE FINANCIAL :1ARKET BY 1995, 
TO A SCOPE OF ',yORK AND TH1E FRlJ']E fOR A PROGRAN 
F rnM!CED l-.t1ALYS IS OF THE FIPANCIAL SECTOR \HTH 
THE OI3,JECTIVE OF PRQ:·jOTHJG E;CREASED CC:·IPETITION 
WITHINfHE SECTOR. 

(8) APFFOVED ArID Mi!:OL7t1CED THE REDUCTION OF THE 
HItlHiUM PLOT f~OtJTAGE FOR DET/\C:1ED HOUSES fROH 
12 ;·~ETERS TO 8. 5 ~1ETERS At:o THE REDUCTION OF THE 
~:INn:l.,;r·1 STMlD SIZES FOR DETACHED HOUSES FROl1 300 
TO 150 SQUARE METERS. 

(9) APPROVED AND Ar;~mUNCFD THE REDUCTION OF THE 
HINIHUM SUPERSTRUCTURE REQUIRHIENTS TO A \';ET 
BLOCK, COMPRISED OF A TOILET AND SHO\vER, AND A 
O:JE ROOt1 SLAB (3 M X 3 M). IF ALTER!JATIVE 
lHrlll-1UM STAtlDARDS hRE DEEr-lED ACCEPTABLE BY THE 
GOZ AS A RESULT OF UTILIZING APPROPRIATE 
TECH~JOLOGY, THE GOZ ~.AY SUBSTITUTE SUCH HINIMUH 
STANDARDS fOR THE SATISFACTION OF THIS 
CONDITION, UPON PRIOR WRITTEN AGREEMENT WITH 
A. 1. D. 

(10) ISSCED A ~RITTEN POLICY DIRECTIVE TO VRBAN LOCAL 
AUTHORITIES STATING THAT \':HEREVER POSSIBLE: (A) 
THE SEALING OF ROADS WILL BE LIMITED TO THE BUS 

ROUTES AND MAJOR CONNECTOR ROADS; AND (B) INSITU 
GRANITIC MATERIALS \VILL BE CSED fOR ;':EARItJG 
COURSE ON', LOW VOLUME PLOT )I..CCESS ROADS. THIS 
\':ILL BE ,DOCUl1ENTED BY A t':PCJ:H/t1LGRCD CIRCULAR 
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UPDATING MPCNH'S 1981 TECHNICAL MANUAL ON 
"DESIGN APPROACH TO ROADS AND STORM \VATER 
PROBLEMS RELATIVE TO HIGH DENSITY HOUSING 
DEVELOPMENT IN Zn1BAm~E." 

(11) FREPARED A REQUEST FOR DISBURSEMENT, ".~:o 
CERTIFICATION IN THE FOR}! SET FORTH el A!it:F:X B, 
DULY COMPLETED AND SIGNED. 

(12) ESTABLISHED A SEPARATE, NON-CO~1INGLED, SPECIAL 
OOLfAR ACCOUNT IN THE RESERVE BANK OF ZIMBABWE 
OR SOME OTHER GRANTEE-DESIGNATED, A.I.D. 
I ... PJ=ROVED B.'\!lK IN ZHlB.a.E~lE INTO Y;HICH All U.S. 
DOLLAR GR.;IIT FUriDS UNDER THIS AGREEi~ENT ARE TO 
BE DISBURSED BY A.I.D. 

(13) ESTABLISHED A SEPARATE, NON-COH!'lINGLED, 
I:JTEREST-BEARING, LOC.:'l.L CURRENCY SPECIAL 
!,CCOmrr, Hno h'HICH. THE LOCAL CURRENCY 
EQUIVALENT OF THE U.S. DOLLAR DISBURSEMENTS 
(j!iDER Tli IS AGREr.:r'lEIIT IH LL BE DEPOS ITED. 

(1~) ~?OVIDED fO A.I.D. A WRITTEN OPINION OF LEGAL 
(C'UnSEL t\CCE.PfARLE TO A. I. D. TliAT THE ACHEColENT 
H/\S BEEN Dl'LY AU':LHORIZED BY, 1~~1D EXECUTED ON 
8E:-lt\LF OF, THE GFANTEE .i'..t:D TH.;\,'r IT CO:IS1'ITUTES A 
VALlD /\~ID LEGAl.L·{ 13n;DING OBLIGATION OF TilE 
G?A:lTEE IN ACCORU·.tjCE IHTH ALL OF ITS TEJ\.-'IS. 

(15) P?OVIDED TO A.I.D. A STATEMENT OF NAME OF THE 
PEf<.Sml (S) HOLDI~:G OR ACTInG IN THE OFFICE OF THE 
GR.;\,tlTEE SFECIFIED IN SECTION 7.7 MID OF A!lY 
ADDITIO!!AL REr'RESE~JTATIVES, TOGETHER \oJITH A 
SPECI~EN SIGNATCRE OF EACH PERSON SPECIFIED IN 
Sl~CH STATEr-lENT. 

CO!!DITIONS PRECEDEN'T TO DISBURSEr1ENT OF SECOND 
TRANCHE OF U.S. DOLLAR GRANT RESOURCES 

PRIOR TO THE DISBURSEMENT OF THE SECOND TRANCHE OF 
U.S. DOLLAR GRANT RESOURCES OR THE ISSUANCE BY A.I.D. 
OF DOCU:·~£IITATIOtl PURSU,\NT TO \'iliICH SUCH DISBURSEHENT 
I,' I LL BE !'~ADE, THE GR1\~JTER \HLL, EXCEPT AS THE PARTI ES 
!·:A'l OTH£F',·.'ISE /I.GREE HI \':RITItIG, FURNISH TO A.I.D., IN 
cCR:·! AUD SUBSTAIICE SATISFACTORY TO A. I. D., EVIDENCE 
THAT IT HAS COMPLETED THE ACTIONS BELOI". TH IS SECOrlD 
TRl ... r:CHE OF GRANT RESOURCES IS SU8JECT TO THE 
,\VAILABILITY OF FUNDS AND 'THE r,~UTUAL AGREH1EIlT OF THE 
PA~T I ES HERETO TO PROCEED \HTH THE PROGRAM. 

(1) AGREED IN WRITING TO A SCOPE OF ~ORK AND TIME 
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S ON 

fRA:·!E fOR A 1'ROGRAM n~iANCED ANALYSIS I';HICH IHLL 
EX~MJNE THE fEASIBILITY OF ESTABLISHING A 
SECO!WARY :~OIUG,\GE t~AB.l<ET BY EXA..'1INING THE 
FHIMiCIAL nlPLICATIONS FOR ALL PARTIES ArID 
SPECIFICl\LLY REC01·:NENDING CHANGES 'THAT I.JILL 
E!li .... !3LE THE PACK.i\GING .~-tW TRADING CF 1·10R'l'GAGE 

THE SECeJDARY f'I_\RKET. 

(2) l\G~EED IN WRITING TO A SCOPE OF ~ORK AND TIME 
FP..;;:E FOR A FROGRAH FItlANCED ANALYSIS IVHICH loJILL 
DEl'E;:;:H~JE HOIv THE V!j~lICI PAL B01W l'!ARKET CAN BE 
SUf'PORTED TO PROVIDE .lI.DDITIO!!AL RESOURCES TO 
LOCML AljTHORI T'l ES I BY DF:TEPJlIIHNG THE NEEDS OF 
i"HENl'IAL GOVERlii:ENT SAVI~lGS, AND THE CAPABILITY 
OF D)CAL AUTHCRIfIES TO MANAGE THIS NEW FOru1 OF 
DEBT. 

(3) A?FEOVED, AS DOCI;~·;ENTED Itl AN \,' PDATE OF THE 
run ISTRY OF EDUCATION f..!W CULTuRE CIRCULAR ON 
SCHOOL S I Z ES, A REDucrrON IN THE HIN H1Ci1 SIZE OF 
SCHOOL SITES BY 15-40 PERCENT. 

(4) REAFFIRH IN A CIRCULAR TO ALL LOCAL AUTHORITIES 
THAT LOCAL AUTHORITIES f·fAY LISE PRIVATE TOIVN 
PLAt:~IERS TO PREPARE LAYOUT AND LOCAL DE\'ELOP!·IENT 
PLANS FOR :10RE TI:·;ELY HOUSING LAND DELI'.'ERY. 

(5) DEREGULATED PRESCRIBED FEES FOR L~ND SURVEYORS, 
AS DOCCf':E!lTED IN AN AHEND::ENT TO STATUTORY 
INSTRUMENT NO. 200/90. 

(6) PREPARED A REQUEST FeR DISBURSEHENT AND 
CERTIFICATION IN THE fORM SPECIFIED IN f...!WEX B, 
DULY COMPLETED AND SIGNED. 

(7) PROVIDED USAID ~ITH ELIGIBLE EXPENDITURE FOR AT 
LEAST 50 PERCENT OF THE FIRST TRAnCHE OF HG 

. RESOURCES AND A DETAI LED PLA~J fOR THE 
LIQUI DATION OF THE RE!-~IlHliG HG RESOURCES. 

(8) m.!DGETTED RESOURCES TOTALLI~:G rIO LESS THAN THE 
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LOCAL CURRENCY EQUIVALENT OF US$5 MILLION FOR 
THE NHF EXCLUSIVELY FOR THE PURPOSE OF LOW 
INCOME PLOT DEVELOPMENT FOR EACH ZIMBABWEAN 
FISCAL YEAR FROM PROGRAH INCEPTION TO THE DATE 
OF DISBURSEMENT OF THE SECOHD TRANCHE OF U.S. 
DOLLAR GRANT RESOURCES. THESE BUDGETTED 
RESOURCES ARE TO BE SEPARATE AND DISTINCT FROM 
TilE HEQUIRED COUNTER DEPOSITS TO THE 
DISBURSn:ENTS OF THE A.I.D. HG AND GRANT 
RESOURCES UNDER THE PROGRAM. 

CONDITIOt~S PRECEDEN'T TO DISBLJ~SE:1ENT OF THIRD 
TR.;~ICHE OF U. S. DOLLAR GRANT RESOURCES 

PRIOR TO THE DISBURSEt,1EN'T OF THE THIRD TRll.tiCIiE OF 
U.S. Dollar GRl\l~T RESOURCES OR THE ISSUANCE BY A.I.D. 
OF DOCC:':EtHATION PURSUANT TO HHICH StiCH DISBURSEHENT 
\HLL BE :'~ADE, THE GRAtHEE \HLL, EXCEPT AS THE P.:;RTIES 
:,!A'i OTHER\-HSE i\CREE IN v.'RITING, FURNISH TO A.I.D., IN 
FOI<!1 ;'.:lD SUBSTAt!CE SATISF.a.CTOR'i TO A. I. D., EVIDENCE 
Tr.:\T IT HAS' CO:'lFLETED THE ACTI0!1S BELc\v. THIS THIRD 
TRf.,~:CHE OF Gp':,!JT RESOURCES IS SUBJECT TO AVAILABILITY 
OF Ft..'!:CS A~:D ~ rlE !,:lJ'l'LTAL AGREU:E!lT OF THE P{\RTIES 
I1E:;:£TO TO PROCEED \HTH THE PROGR:\.'1. 

(1) S!.!CCESSFCLLY, p,UD IN CO!IFCRl1.;NCE ~HTH THE GOZ 
FF:\~~EiWRK FOR F.CO~:OilIC REFORM PROGP.AH, HOVED LOW 
I~COt'.E ~:ORTC;\GE LEnDING TO REi\L, POS ITIVE 
INTEREST RATES. 

(2) AGi'EED IN h'RITHIG TO THE SCOPE OF \WRK AND TU1E 
FR.A>m FOR A PROGRAM FINANCED ANALYSIS OF THE 
CO;:STRUCTIOtl FIt!ANCE SYSTE!1 TO DETERHIl~E dOW IT 
COULD BE UTILIZED TO SUPPLEMENT THE NEEDS OF THE 
~IATIO~~AL HOUSING FUND, RECOI'!I'lENDING ADDITIONAL 
OR ALTERNATIVE SOURCES OF CONSTRUCTION 
FINANCING, AS APPROPRIATE. 

(3) ISSUED A REVISED EDITION OF THE 1982 TECHNICAL 
11AllUAL II INFRAS'IRTJCTURE DES IGN STANDARDS IN 
ZUIBAB\vE" WHICH PROPOSED REDUCTIONS IN SEHERAGE 
A!JD \VATER DESIGN GUIDELINES THAT WILL PERf1IT 
ItICREASED EconOMIES IN THE COST OF STAND 
SERVICING. 

C!~CLAS SECTION 05 OF 10 HARARE 008510 

AIDAC 

AI Dj\'.· FOR AFR.l~A AND NAIROBI FOR J _ KOLKER, RHUDO 

UNCLAS AIDAC HARARE 08510 

.' 
'. 

http:PROGR.kM


UtJCLAS AIDAC HARARE 08510 

E.O. 12356: N/A 
SUBJECT: ZIMBAB~vE - PRIVATE SECTOR HOUSING FROG~A!1 

{PSHP} (613-0235) AND (613-0236), AND 
HOUSING GUARANTY LOAN (613-HG-003) 

(4) ADOPTED A POLICY, AS DOClJ:-1ENTED IN A CO~JF ERENCE 
RESOLUTION OF THE URBAN COGHCIL ASSOCIATION, 
THAT OFF-SITE INFRASTHUCTURE COSTS fOR LOW 
INCO:-1E HOUSItJG PROJECTS ARE FHl.a.NCc.:D IN A 
sun La.R :1ANNER FOR BOTH PUI3 LICLY AN::> PRIVI\TELY 
DEVELOFED PROJECTS. 

(5) PROVIDED A.I.D. WITH A WRITTEN LIST OF ELIGIBLE 
EXPE~DITURES fOR ALL HG RESOGRCES PREVIOUSLY 
BC~RC,·:F.D IN THE FIRST TI.;Q TR.;NCHES. 

(6) P~~PARED A REQUEST FOR DISBURSEMENT AND 
CERTIfICATION IN THE fOR.!'1 SPECIFIED IN AtWEX B, 
DULY CC~PLETED AND SIGNED. 

(7) SCl)GETTED RESOURCES TOTALLING NO LESS THAN THE 
LOCAL CURRENCY EQUIVAL 

E!JT OF fJS$5 lULLION FOR 
TliS r;HI:' EXCLUSIVELY FOR -THE PL'RPOSE OF LOW 
l:;(:'::,:·lE PLOT DEVELrJ?:1E!iT fOR EACH ZI;'~BAB\~EAN 
FISCAL '( E!~R FROt-! PROGRA ... "l rr;CEPTION TO THE DATE 
OF DISBURSE:·1ENT OF THE THIRD TRANCHE OF 
U.S.DOT.TAR GRA~T RESOU~CES. THESE BUDGETTED 
RESO~RCES ARE TO BE S~PA?ATE AND DISTINCT FROM 
TEE REQlJIHED COUNTER DEPO·SITS TO THE 
DISBLJPSEl'1E!~TS OF THE A.I.D. HG AND GRANT 
F:ESOLJ?CES Ulm:::R THE ~ROGRAN. 

C. COVENAtiTS 

THE G02 COVE1J.;NTS AND AGREES AS FOLLOWS: 

(1) TO LIFT EXISTING CEILINGS FOR INTEREST RATES ON 
S:\liHIGS AND DEPOSITS CURRENTLY HELD BY BUILDING 
SOCIETIES IN THE TIHE FRA!1E PROPOSED AND AGREED 
UPON IN ITS ESAP PLAN, CONSISTENT WITH TARGETS 
IN EFFECT AT THE TH1E OF THE PLANNED 
DISI3URSEr-1ENT. 

(2) TO, OVER THE LIFE OF THE ESAP, ON A SENI-ANNUAL 
BAS IS, REVIE\'l AND ADVISE A. I _D. OF THE eEL LHiG 
FOR TAX FREE SHARES IN LIGHT OF GOZ FISCAL 
Tl~RGETS AND REAL EFFECTIVE DEt·1AND FOR LO\-i INCO!·jE 
HOUSINGWLTH THE OBJECTIVE OF r-rODIfYItIG THESE 
CEI LINGS, . AS ECONOHIC CotiDITIo.:~S PER1-lIT, TO 
SCPPORT STRUCTURAL ADJUSTNENT. 
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(3) TO, OVER THE LIFE OF THE PROGR~1, PROVIDE GOZ 
BUDGETTED RESOURCES TOTALn:G t:OT LESS THAN THE 
LOCAL CURRENCY EQUIVALENT OF lS$25 MILLION FOR 
THE NATIONAL HOUSING FUND. THESE BUDGETTED 
RESOURCES ARE TO BE SEPARATE AND DISTINCT FROM 
THE COUNTER DEPOSITS TO A. r. D. HG A:-m GR;'_~JT 
RESOURCE DISBURSEMENTS REQUIRED Un:JER THIS 
AGREE:-1EIJT AND THE PROGRAI1. 

(4) TO PROVIDE A.r.D., eN A SEMI-~~NUAL PASIS A 
WRITTEN LIST OF INCURRED ELIGIBLE EXPENDITURES 
TO BE A l'TRl BUTEO TO HIE LOC!\L CURRE~iCY 
EQUIVALENT OF DISBURSED HG RESOVRCES. 

(5) TO PLACE THE PROCEEDS OF THE HG LO.~N IN A 
SPECIAL ACCOCNT AT THE RESERVE B.~NK, OR SUCH 
OTHER BANK AS MAY BE AGREED TO IN WRITING BY THE 
PARTIES HERETO. DIS5URSH1ENTS FROM THE ACCOUNT 
SHALL O~ILY BE M,\DE \HTH THE CONCURRENCE OF 
A.I.D., WHICH SHALL BE GIVE~ ON THE BASIS OF: 
(A) EVIDENCE OF ELIGIBLE EXPENDITURES; AND/OR 
(13) COtlTR1-\CTS GR SUCH OTHER DOCl::-iE~n-ATION \-;lIlCH 
SH;~LL BE ACHFED UPON 8ET'.·;EEN A. I. D. I\~JD THE GOZ 
F.V:::DE~lCIl!G PROGRESS ON THE DE\.-ELOf:<t:~JT OF 
ELIGIBLE EXPE~DITURES. 

4. AMPLIFIED PROGRAM DESCRIPTION 

RELE-,/AtJT PORTIm!S OF TBE N'.PLIFIED PROGRAI1 
DESCRIPTION \';IHCH HILL FORM PART OF THE PROGRAM 
AGREiMENIS ARE PRESENTED BELOW. 

A. CG::STRAIIJTS ADDRESSED 

THE Zr:-1BABloJE PRIVATE SECTOR HOUSING PROGRAH IS A 
:-:ULTI-YEAR ASSISTANCE PROGRAM DESIGNED TO ALLEVIATE 
UNCUS SeCTION 06 OF 10 HARARE 008510 
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PRODUCTION AND DELIVERY OF LOW COST SHELTER IN URBAN 
AREAS WITHIN ZIMBABWE, SPECIFICALLY: 

A SHORTAGE OF FOREIGN EXCHt"'~JGE FOR PLh.NT ';::0 
EQUIPMENT IN THE BUILDING ~ATERIALS INDUSTRY 
h'HICH HAS RESULTED IN Ln~ITED QUANTITIES OF HIGH 
PRICED MATERIALS AVAILABLE Ot1LY AFTER LONG 
DELAYS, THEREBY INCREASING THE COST OF HOLiSING 
CONSTRUCTION; 

A LACK OF PRIVATE SECTOR HOUSING FINANCE DIJE TO 
I!JADEQUi\TE INCENTIVES FOR ATTRACTING FINANCIAL 
RESOURCES INTO LOW INCONE r·!oRTG.~GE LENDING; ArJD 

A NUl·mER OF BINDING REGULATIONS IN THE LMJD 
DELIVERY SYSTEM, PARTICULARLY INFRASTRUCTUF..E ~.ND 
BUILDING STANDARDS, \-iHICH HAKE SHELTER 
U~IAFFORDABLE TO THE l'I.AJORITY OF LOW INcmlE \-iAGE 
EAPNERS AND DISCOURAGE PRIVATE SECTOR 
PARTTCIPATION IN HOUSING PRODUCTION. 

IT IS IMPERATIVE THAT MEASURES BE TAKEN TO ADDRESS 
THE AEOVE CITED CO!JSTRAHHS IN ALL THREE SUB-SECTORS 
SI~ULTA~EOUSLY, AS RESOLUTION IN ONLY ONE OR TWO OF 
'WE I\RFAS, \';HILE l~r:Cr.:SSARY, IHLL NOT BE SUfFICIEN'r TO 
ACHIEVE PROGRhM OBJECfIVES. 

B. OB] ECTIVES 

TilE ?',OGF.AM COnSISTS OF THREE TYPES OF A. I. D. 
FIN,\tiCIAL RESOURCES: US$50 MILLION IN HOUSIN 
G 
GUARAlJTY (HG) LOANS, US$25 HILLION IN TRANCHED CASH 
GRANT RESOURCES, AND US,2.68 MILLION IN GRANT 
RESOL'RCES FOR TECHNICAL ASSISTAHCE. THE RESOURCES 
\';ILL BE USED TO SUPPORT HOUSING SECTOR POLICY REFORH 
INITIATIVES REQUIRED TO CREATE A MORE SUPPORTIVE 
ECO~O~IC POLICY ENVIRONMENT FOR SUSTAINABLE LOW 
INCOME SHELTER DELIVERY. 

THE GOAL OF THE ZIMBABWE PRIVATE SECTOR HOUSING 
PROGRAM IS TO INCREASE THE LEVEL OF HOME OI-iNERSHIP 
FOR LOW INCOME HOUSEHOLDS IN ZIMBABWE'S URBAN 
CE!aERS. 'THE PROGRAI1 PURPOSE IS TO IfliCREASE LOh' 
rr:C'X~E HOUSEHOLD ACCESS TO AFFORDABLE SHELTER IN 
l'~B.~.r! AREAS. THE OBJECTIVES ARE SUPPO:<TIVE OF 

. Z n:BABI';E' S ECONOMIC STRUCTURAL ADJUSH1EtlT PROGP.AM 
(ES/\P) GOAL OF RATIONALI ZING THE ROLE OF GOVERm·1ENT 
t;iJD ItlCREASING. RELIANCE ON :'~RKET FORCES, \<iHILE 
STHlULA TING EMPLOYMENT. -C. DESIGN STRATEGY 

uNCLAS AIDAC' HARARE 08510 

\ .. 



UNCI~\S AIDAC Hl\RARE 08510 

--------------------
THERE ,ARE THREE ASPECTS TO THE PROPOSED PROGR,",r1 r S 
PL!,tWE:D FINANCIAL SECTOR ASSISTAUCE STRATEGY. THE 
FI~ . .'3T ASPECT RELATES TO THE IITRANSITION:'\L II IJEED FOR 
IMMEDIATE RESOURCE REQUIREMENTS IN THE SECTOR. THE 
U. S. DOLLARS DISBURSED TO SUPPORT IMPLH1EWfATION OF 
POLICY REFORl·1S NOT ONLY PROVIDE nTI·IEDIATE SUPPORT FOR 
H1PORrS, BUT ALSO 'rRIGGER THE AVAILABILITY OF LOCAL 
CUPRENCY (O~NTER DEPOSIT RESOURCES. THE LOCAL 
C(JF:!~E:--;CY COL::~l ER DEPOS ITS WILL PROVIDE: (1) H1~;SDI.~TE 

!-\ESOCRC£S FOR THE NATIO:1A L H0US ING FULJD TO PRODUCE 
LO;';ER CCST, AFFORDABLE pf<n~ARY STRUCTURES; i\UD (2) 
li·::·:EDIATE LIQUIDITY TO THE PRIVATE BUILDING SOCIETIES 
TO Et:ABLE THEN TO ~·1AINT,\IN LClv HiCO~1E i10RTGAGE 
LEtWI ~JG DURING THE HIGH INFLATION PERIOD ACCOt1PANY ING 
ECQtlCiHC STPUCTL'RAL ADJUSrr,p':NT, 1':HILE THE I?OLICY. 
CHANGES HELP THE FIN.~.NCIAL SYSTEH DEVELOP t-1ECHANISHS 
TO ATTRACT l!EH CAPITAL, THEREBY ENSURING Lmv INCOr1E 
MORTGAGE LENDIUG ON A SUSTAINABLE BASIS. 

THE LOCAL Cf}P.REIICY SUPPORT fOR rrHE BUILDUIG SOCTETIES 
IS RE f Ef..:RED TO AS A "TR1\!:S I TIC1ALII MEASllRE BF..CAUSE IT 
IS EXFECTED THAT ONCE ECC':I!)iHC STRUCTURAL ADJ LJS·[I-1F..IJT 
:':EI\SURES [\)\'1;:(; U~FLATION UNDER CON'rROL, LOI'" lNCOl-IE 
:·:OF<TCAGE RJ\TES (:A~1 BE DEREGULATED, AND BUILDING 
SOCI£TIES ~VILL BE j\8LE TO PAISE THEIR O\';~~ PRIVATE 
FINAUCE AT Ri .. TES THAT ALLOI'" fCR AFORDABLE LO\v Il;COME 
MORTGAGE LE~DING . 

. " (' 

mE skcotlD ASPECT OF THE PROGRAM ASSISTMJCE STRATEGY 
r.ELATES TO THE POLICY EUVIRCl:HENI', RATHER THAN THE 
USES OF THE PROGRAM RESOURCES. IT REQUIRES THE 
PROVISION OF TECHNICAL ASSISTANCE IN CONCERT WITH THE 
POLICY CHANGES AND WILL RESULT IN THE INTRODUCTION OF 
UNCUS SECTION 07 OF 10 HAR\RE 008510 

AID!~C 

AID/H FOR AFR/SA AND NAIROBI FOR J. KOLKER, RHUDO 

E.O. 12356: N/A 
SUBJECT: ZIl1BABt-.'E - PRIVATE SECTOR HOUSING PROGRAM 

(FSIlP) (613-0235) AIID (613-0236~, AND 
HOUSING Gt.:ARANTY LOAN (613 -HG-003) 

I:EI'" FINAIICIAL INSTRUI·1ENTS AtlD SYSTEMATIC FI!JA!lCIAL 
SECTOR CHA!JGES IN THE HEDIUn TERl1 THAT l·aLL CPTHIIZE 
THE .ItlVESTHENT OF PRIVATE SECTOR SAVINGS AND 
IriVEST:':ENT INTO LOW INCOHE HOUSING. 

THE T~IRJ ASPECT OF THE STRATEGY RELATES TO LOr!GER 
'fEK.:·: CBJECTIVES AND USES THE HOUSING FH1A!:CIAL SECTOR 
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AS THE ENTRY POINT TO E~GAGE IN A DIALOGUE ON THE 
POLICY CONSTRAINTS HINDERING THE DEEPENING OJ:" MlD 
PRC~OTION OF MORE COMPETITION IN THE FINANCIAL SECTOR 
IN GENERAL. 
----------------------------------------------
D. EXPECTED OUTPUTS AND END OF PROGRAH STATUS 
----------------------------------------------
n:PLE!-iEtHATION OF 'THE PLAm~ED POLICY REFOR~·lS INCLUDED 
i\S PART OF THE CO~;DITIO!JALITY FOR DISBURSEr-lENT OF 
PROGRAM RESOURCES IS EXPECTED TO RESULr IN: 

(1) I!ICREASED FRODl..iCTICN OF MORE AFFORD:'.,BLE HOUS I NG 
FOR LOW INC0l1E HOUSEHOLDS, AS A RESULT OF 
REDUCING BUILDING AND SITE DEV~LCPMENT 
STANDARDSi 

(2) INCRE..a.SED LEVELS OF PRIVATE FIl;AtJCING FOR LOW 
INCOME MORTGAGES, AS A RESULT OF THE 
INTRODUCTION OF rlEi~ FINANCIAL IUSTRut-:ENTS AND A 
;·10DI FI ED FINANClllG INCHITIVE STRUCTURE i 

(3) AN INCPEAS ED FOLE fOR THE FR IVATE E: ;::CTCR IN 
HOUSING CC~iSrRl'CTION FIN.;:';CE, AS A Rl::SULT OF 
C;;;-.EA'fER RELIANCE ON PRIVATE DEVELOFERS, 
PU\UNERS, AND BUILDF:RSi 

(4) EXPAnDED PRODUCTION OF LO\':£R COST BUI LDrtlG 
l-l!,TERIALS AND 1·10RE E!';PLOYi·!EIJT OPPORTl"t-I ITI ES, AS 
A RESULT OF INCREASED EFFICIEnCY AtiD CAPACI'tY IN 
THE FRIVATE cor~s lRIJCTI 

ON AND BUILDING MATERIALS 
I:mUSTRIES. 

(5) A BROADENING AND DEEPENING OF THE FINANCIAL 
SECTOR THROUGH THE CREATION OF NE\~ fINANCIAL 
INSTRUMENTS AND COMPETITION THAT WILL FACILITATE 
EXPANDED INVESTMENT AND GROWTH. 

PRIMARY BENEFICIARIES INCLUDE LOW INCOME HOUSEHOLDS 
WHO WILL HAVE INCREASED ACCESS TO MORTGAGE FINANCING 
FOR PURCHASING HOUSING, AND WHO WILL FIND MORE 
AFFORDABLE UNITS THROUGH AN EXPECTED 40 PERCENT 
REDUCTION ItJ conSTRUCTION COSTS. SEMI-SKILLED AIm 
UN-SKI LLED I\oRKERS HILL BEIIEFIT FR0l1 THE CREATIotJ OF 
AT LEAST 8,000 NEW JOBS. INDIGENOUS BUSINESSMEN ~ILL 
HAVE GREATER OPPORTUNITY FOR PARTICIPATING IN 
COUSTRUCTION ACTIVITY. 

E. I LLUSTRATIVE FINANCIAL PLAtT 

-AS SHOI·m BELOW, IT IS PLA!~r;ED TH1 ... T, SUBJ ECT TO THE 
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AVAILABILITY OF FUNDS AND HUTUAL AGREH1E~T OF TilE 
PARTIES TO PROCEED WITH THE PROG;AM, A.I.D. PROGRAM 
RESOURCES TOTALLING ()S$75 HI LLIC'N WILL BE RELE/\SED IN 
THREE TRANCHES OVER THE FIVE YEAR LIFE OF THE 
PROGF:AI1, BASED UPON GOVER:::'IF~:r OF ZI~~B.~.3;·iE (GO?") 
!~?LEMENTATION OF PROPOSED POLICY CHANGES AFFECTING 
fHE lOW INCOME SHELTER SECTOR. 

PLANtJED CI3LIGATIONS 
-- ----_.---- --- --- ---

TRA~~GiE 1 : (A) LJS$15 M. EG LOA~I RESOURCES, 
1992 ( B) US$lO M. ~:PA GRAN1' RESOf!RCES, 

'l'RA!1CHE 2 : ( A) US$20 M. HG LOAN RESOURCES, 
1993 ( B) US$ 5 M. NPA GRANT RESOURCES 

TRANCHE 3 : (.z.. ) US$15 M. HG LOAN RESOURCES, 
1995 (B) US$10 11. NPA GRANT RESOURCES. 

THE TABLE BELOH SHOi.,rS THE l:S$ RESOURCE CO~lIlIn·n·=llT 
PL;N "ND THE LOCAL CURREnCY COl:~1TER DEPOSIT 
CO!·;:H T;':Et;T PL\N, B.\SED OrJ AN I LU:S1F_~ rIVE CUP-REileY 
EXC!:;..!~r.;F: PATE CF \jS$1.00 ::: 2$5.01). THROLI'.:;HOUT THE 
LIfE OF THE PROCR,;M, THE LOCAL CCFRENCY REQUIRU;ENTS 
\dLL BE CALCULATED USING THE HIGHEST RJ'\TE OF EXCHAtJGE 
',':llICH, AS OF THE: DATE OF THE U.S. DOLLAR 
DISBURSE!·:aH, IS ::or nlI~;\';FUL I~~ ZI:~3AB\-:E, I.:NLESS 
A.I.D. OTHER~ISE AGREES I~ WRITING. 
UNCL\S SEcrrON 03 OF 10 H.;RARE 008510 

AIDjW FOR AfR/SA AND NAIROBI FOR J. KOLKER, RHUDO 

E.O. 12356: N/A 
SGBJECT: zr:1;8ABI,-:E - PRIVATE SECTOR HOCSING FROGRAr-t 

(P:mp) (613-0235) AND (613-0236), AND 
HOCSING GUARANTY LOAN (613-HG-003) 

'lEAR 1 2 345 TOTAL 
1992 1993 1994 1995 1996 

~S$ (M) THRU OGIL: 

AID HG LOAN 
AID ~JPA GRANT 

15.0 
10.0 

20.0 
5.0 

15.0 
10.0 

50.0 
25.0 

-------------~----------------------------------------
Z$ . (I.:) THRU nATIONAL HOUSING fr?m P;HF) 

GOZ ~G C.D. 
. GO:': BL'DGE:T 

35.0 
2 5 ~ 0 

50.0 _40.C 125.0 
25.0 25.0 25.0 25.0 125.0 

UtJCLAS AIDAC . HTl.RARE 03510 
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SUB-TOT 60.0 75.0 25.0 65.0 25.0 250.0 

Z$ (M) THRU BUILDING SOCIETIES 

GOZ HG C.D. 
GOZ NPA C.D. 
BS 

40.0 
45.0 
85.0 

50.0 
22.5 
72.5 

SCB-TOT 170.0 145.0 

35.0 
45.0 
80.0 

160.0 

Z, (M) TO A.I.D. MANAGE~ENT TRUST fUND 

GOZ NPA C.D. 
SUB-TO'r 

5.0 
5.0 

2.5 
2.5 

5.0 
5.0 

]25.0 
112.5 
237.5 

475.0 

12.5 
12.5 

TOTAL Z$ 235.0 222.5 25.0 230.0 25.0 737.5 

AS SHOi.JN, PROGRAN LOAN RESOURCES FRCM A US$50 NILLION 
HG loJ! LL I3E RELEASED IN THREE TP~~~;Cm:s (US$15 :n LLION 
I!I YE.'\R 1, US$20 IHLLION Il~ YL\R 2, 1-.ND US,15 !-lILLION 
IN 'iEAR <1) O'·/l::R THE fIVE YEAR LIfE OF THE PROGRPu'1. 

THE Fr.:OGF~.~_:·1 }\LSO PLM:S TO FROVIDE US$25 11IlLION IN 
NCt:-PROJECT ASSlST.;NCE (NPA) G9ANT FUNDS TO BE 
DISBL1RSED Sr:.:ULTt·.NEOL~SLY \HTH THE LOAN fUNDS IN THREE 
TRt\tiCHES (US$lO l-1ILLION IN YEAR 1, US$5 !.JILLION IN 
YEAR 2, ..... tiD US$lO !1ILLION I!~ YEAR 4) OVER THE FIVE 
'iEAR LI fE OF THE PROGRAM. 
THE PROGRAH GRANT FUNDS WI LL BE 1·1ATCHED \HTH A 
COUNTER DEPOSIT OF LOCAL CURRENCY TO BE USED -- ALONG 
\Vl TH GOZ 
COCNTER DEPOSITS FROM THE HG LOAN AN IN 
CO!·:BINATION IYITH MA'fCHING BUILDING SOCIETY RESOURCES 
-- TO FlHlD LCW n:COI·IE !10RTGAGES, AND TO FUND A USAID 
MANAGEMENT TRUST fUND. 

ALSO, US$2. 68 MILLION IN GRANT RESOURCES IHLL BE 
FROVIDED UtJDER A SEPARATE PROJECT GRANT AGREENENT FOR 
TECi-i!HCAL ASS ISTANCE AND TRAINeIG. 

E. USES AND FLOW OF FUNDS 

THE 0. S. DOLLAR PROGRAM RESOURCES IVI LL BE !1ADE 
GE1:ERALLY AVAILABLE TO FUIAtICE n:PORTS ON 'lHE OPEN 
GEnERAL U1POR'1" LICENSE (OGIL). THE GOZ \';ILL PROVIDE 
!dJ EQUI\I~.LENT· AMOUNT IN LOCAL CCRRENCY fOR LQ',v n;CO;·:E 
FLOT DE'JELOPl1ENT AND FOR :'10RTG:\GE FIt!A!:CIrIG THP.OL:GH 

lJIJCLAS AIDAC . HARARE 08510 
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TilE BUILDING SOCIETIES. THE PRIVArE BUilding 
SOCIETIES' RESOURCES I-JILL MATCH THE GOZ LOCAL 
CURRENCY ALLOCATED FOR LOI'l INCm:E l'10RTG:V:E FI~!AtICeIG. 

THE FLOW OF FUNDS IS DIAGRAH}1ED IN TEE CHART ON THE 
FOLLOiVItJG PAGE. (THE CHART WI LL BE FA!<ED FOR 
I!JSERTION). THE LOCAL CURRE:ICY 1\~':OL'~J'l'S SHC:-lt1 ARE 
I LL'.1STRATIVE AND ARE BASED ON .7l.N OFF Ie IA L Cl'RREIICY 
EXCliAtlGE RATE OF US, 1.00 = Z, 5.00. A.S tiC JED ,\BOVE, 
THROUGHOUT THE LIFE OF THE PROGF,\M, THE LOCAL 
CfJRREliCY REQl! r REi·'PJTS IH LL BE C,~ LCUT..ATED US UIG THE 
H [GHEST RATE OF EXCIL~t-;r,;E h'HICH, AS OF TilE D.l\TE OF THE 
U,S. DOLLAR DISB(JRsn~E:';T, IS NOT liNU\I-iFUL IN 
ll:·!BA8hI E, L'!iLESS A.I.D. OTHERWISE AGREES I!J I-JRIrING • 

. '\S SHOh'N IN BOX 2A, OliCE DISBURSED, THE U.S. OOLLAR 
LO,;:I 1;:10 GRJ\~IT FUl"DS loJ ILL BE PLACED IN SPECIAL, 
1I0!I-Cmi!1INGLED ACCOUNTS TO GE~JERALLY SUPPORT H!PORTS 
O~I TilE OPEN GEtlERAL u:rORT LIcn:SE (OGIL). 

l\S SHOi':!/ HI BOX 3, SHlULTANEOUSLY WITH F.,\CH OF TdE 
U.S. DOLU,R DISBfjRSE:·iENTS, THE.GOZ I-aLL :·~AKE COUNTER 
DEr"OSITS OF THE LOCAL CURRE1JCY EQUIV,7l.LP~T INTO 
UilCLAS SECTI()N 09 OF 10 EAPA~E 008510 
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AID/l-J fOR ,\FR/SA AND ~:AIROBI FOR J. KOLKER, RHUDO 

E. O. 12356: 11/ A 
SUBJECT: z.I:-~S,\!3\~E - PRIVATE SECTOR HOl!SING PROGRj\l1 

(PSHP) (613·-0235) AND (613-0236), AtlD 
HOCSING GUARANTY LOAN (613-HG-003) 

SPECIAL, tION-CO:~lINGLED ACCOUNTS. 

(1) GOZ COUNTER DEPOSIT TO THE HG LOAN FUNDS 

AS SHOWN IN BOX 4A, HALF THE LOCAL CURRENCY 
EQCIVALl::~1T OF THE HG LOAN FUNDS (Z$35 ri. IN '{EAR 1; 
2$50 MILLION IN YEAR 2, AND Z$40 M. IN YEAR 4, FOR A 
TOTAL OF Z$125 MILLION OVER THE FIVE YEAR LIFE OF THE 
PROG?.A'1) Hill BE CIiA?INELED FROl1 THE SPECIAL ACCOUNT 
TO /'.!:OTHER SPECIAL ACCOUNT IN THE t:ATIO~IAL HOlJSIHG 
Furw TO BE L:SED EXCLUSIVELY FOR FINMJCI1!G TilE 
SERVICING OF PLOTS A:1O CQt:STRUCTION OF A NTNH1Ul'! 
SL'P20RT STRUCTURE. 

AS SHOWN IN BOX 4B, THE LOCAL CURF.ENCY C'':,l'!HER 
DEPOSIT RESOURCES WILL BE COXPLE~ENTED ~ITH THE G02'S 
fjOR!·:AL BUDGETARY SUPPORT (AT LEAST 2$125 j·:rLLrO~1 O\'ER 
TilE LIFE' OF THE' PROGP.AH CHA:/NELF.D TO THE ~:HF 
FXCLUSIVELY FOR LOW INCOME HOUSHiG CO~JSTRUCTIO:I 

l'r:CLAS AIC'AC HARJ',RE 08510 
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FltJMlCE) • 

SINCE THE NHF RESOURCES WILL BE RECYCLED EVERY 24 
NONTHS (BOX 6), THE PROGRAM nlPACT WITH RESPECT 'f0 
DF.VELOF:·lENT OF SERVICED PLOTS tHLL EXTl::t1D FAR BEYO!lD 
r:1'E FIVE YEAR SCOPE OF THE PROGRAH; ULT H1ATELY , 
rilOr::=:;'.NDS OF PLOTS WILL BE DEVELOl?ED FF:.ot1 THE nlITIAL 
ItIFL'SION AND RECYCLING OF PROGRA:1 RELATED RESOuRCES. 

AS Sj{01';N IN BOX 4 C, THE GOZ WI LL TRANSfER FROH THE 
(,(;C:;Tt:R DEPOSI r SH:CIAL ACCOUNT THE O'iI-lER HALF OF THE 
LOCAL CURRENCY EQU IVALENT OF THE U. S. DOLLAR HG FUNDS 
(Z$40 M. IN YEAR 1; Z$50 IN YE~R 2, AND 2,40 IN YEAR 
4, FOR A TOTAL OF 2,125 MILLION OVER THE FIVE YEAR 
LIFE OF THE PROGRM1) TO SEPARATE SPECIAL ACCOUtiTS IN 
THE PRIVATE BUI LDItIG SOCIETIES. 

(2) G02 COCtJTER DEPOS IT TO THE NPA GRA~1T FUNDS 

AS REFE~ENCED ABOVE AND SHeWN IN BOX 3, 
SIWJL'U..:IEOUSLY IHTH EACH NPA U. S. DOLLAR CASH GRANT 
DI~~~RSE~ENT, THE GOZ WILL ~~KE A COUNTER DEPOSIT OF 
THE EQUI1.lI\LElir M10LiNT OF LOCAL CLTRRE~ICY (Z$50 M. IN 
'( E ,; R 1, 2, 2 5 ~-1. IN YEA R 2, At JD 2 $ 50 M. IN YEA R 3, FOR 
A TOTAL OF ,~$125 M. O'v'ER THE LIFE OF THE PROGRAN) 
r~JTO A SPECIAL ~:ON-Cor-::Ht1GLED ACCOUNT. FRO~1 THIS 
ACCOl;IJT, Z $112.5 IU LLION \oJI LL BE TRJ..NSFERRED, AS 
SH0\':~J IN BOX 4D, TO THE SEPARATE SPECIAL ACCOUNTS ItJ 
IdE PRIVATE BUrT.DIliG SOCIETIES AFTER THE BUILDING 
SOCIETIES HAVE 08TAUIED "MATCHING" A!10uN'fS FROI1 
C0~~ERCIAL fINA~CIAL MARKETS (BORROWED AT MARKET 
RA 
TES) , AS DESCRIBED BELOW (BOX 3A), AND Z$12.5 
:11 LLIO~; WI LL BE TR)'\t:SFERRED TO A SEPARATE SPECIAL 
.ro... I. D. ~!A~:AGEMENT TRUST FuND ACCOUNT. 

(3) BU I LDING SOCI ETIES' RESOURCES 

THE GOZ LOCAL CURRElJCY COUNTER DEPOSIT RESOC'RCES HADE 
AVAIL;BLE TO THE BUILDING SOCIETIES AS A RESULT OF 
DIS9CRSt:!~ENr OF THE HG AND NPA RESOURCES CO:·~BINED 
(Z$85 M. IN YEAR 1, Z,72.5 M. IN YEAR 2, AND 2,80 M. 
IlJ 'l'E,;R 4) !,RE TO BE BLENDED \-lITH THE BCILDItJG 
SOCIF:TIES' "/·!ATCHI:JG" RESOURCES (Z$237.5 I'~;:llion) 
20R;;.C\·:ED AT HARKET RATES (PRr::SE!;TLY 2 5 FERCE~I f) TO 
::'Rrr;C THE AVERAGE COST OF FUNDS TO THE SOCIETIES TO 
H/"LF THE HARKET RATE (CURRENtly 12.5 PERCENT). 

AS 'SHOh'!J Itl BOX 5, THE "BLE~IDIt;G" PROCEC'L:RE I-:ILL 
,'\f.U::,·; THE TOTAL ANOUNT OF PROGRA!,1 P..EUTED ;..t~D 

C:)!i::ERC TALLY BORROh'ED RESOURCES (AS !·1UCH AS Z $ 475 

UNCLAS AIDAC H.r..RARE 08510 
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IHLLION USING THE ILlUSTRATIVE INTEREST PATE 
STRUCTURE) TO BE ON-LENT TO APPROXIMATELY 4),200 LOW 
INCCr'!E HOUSEHOLDS AT THE PREVAILING LNJ HICCME 
l-!ORTGAGE RATE (PRESENTLY 15 FERCENT), \VITH THE 
BUIlDING SOCIETIES RECEIVING ONLY THEIR NOR~AL 2.5 
PERCEN'T SPREAD TO COVER ADi1INISTRATIVE COSTS. 

SHClULD THE LOW INCOME MORTGAGE PATE RISE OR SHOULD 
DIE INTEREST ON ~I,ARKET RATE RESOURCES INCREI,SE, THE 
1\i-10f)NT OF "l1.~TCHING" FUNDS THE BUILDING SOCIETIES 
\-lOULD BE REQUIRED TO BORRO\v AT CO~·n·lERCIAL RATES ~-lOliLD 
HAVE TO BE ADJUSTED. HQ;-JEVER, THE OPERATIONAL 
PRI~CIPAL WOULD CONTINUE TO BE fO C~-LEND THE 
RESCL'RCES AT THE LOW INCOME HORTGAGE RATE FREVAILItIG 
AT THE TIi1E OF THE LOAN. 

UNCLAS SECTION 10 OF 10 HARARE 008510 
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AID/W FOR AfR/SA AND NAIROBI FOR J. KOLKER, RHUDO 

E. O. 12 J :: 6: !I I A 
Sl'iiH:C r: i: I:·;3.~8v,'E - PIU VATE S ECTOR HOUSING PROGRAM 

(f::::HP) (613-0235) AND (613-0236), AND 
lliYJSIHG GUARANTY LO:\N (613 -HG-OO) 

F. :~C;ITCRI~lG MJD EVALUATION - ILLUSTRATIVE 

UPON PRO(~RA.H APPROVAL AtJD C01·:;nnIENT OF FUNDS, USAID 
HI LL CCi;·:PETITIVELY AWARD A LOCAL CONTRACT TO PROVIDE 
:·:ONITORING A.!W EVALUATION SERVICES. THE CONTRACTOR 
WILL ASSIST USAID IN IDENTIFYING THE MOST SUITABLE 
INDICATORS, AND DATA COLLECTION WILL COMMENCE THREE 
:·lO:iTHS AFTER THE PROGRAI1 BEGINS. Dl GENERAL, INPUT 
AND Ol.;"I'PUT ItlDICATORS WI LL BE REVIEh'ED ON A QUARTERLY 
PASIS ;'.110 IMPACT INDICATORS ON A SEt1I-AtJNUal BASIS. 
BASELINE n;DICATORS SELECTED fROM THE INITIAL SURVEY 
IHLL BE RE'. IEh'ED ANllUALLY, ~mERE NEEDED. 

THERE WILL BE TWO EXTERNAL EVALUATIONS: (A) A 
IHD-TER11 EVALUATIOfJ '1'0 BE COl1PLETED NEAR THE 2';TH 
:·]O!lTH OF n~PLD:ENTATION; Arm (B) A fINAL EVALUATION 
TO BE ccr·:?LETED AT THE CONCLUSIorJ OF THE PROGRAH. 
THE FRA~E~ORK FOR THE EVALUATIONS WILL BE DEVELOPED 
n: CO~;SuLTATION WITH THE GOZ AND T!~E BUILDHIG 
SOCIETIES. THE FINAL EVALUATION WILL BE COMPLETED NO 
r..ATE~ THAN TWO MONTHS AFTER THE PROGRAl1 C01·1PLETION 
DA'rE. 

UNCLAS AIDAC HAR.a.HE 03510 
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5. ACTION REQUESTED: 

THE HISSION HAS NEGOTIATED ALL CO:WITION,\LITY ,'-ND 
COVEti ..... ~ITS, ALONG ~HTH THE REQUIRED TRACKING OF A.I.D. 
RESOl':~~CES \VITH THE INVOLVED MI N rSTRIF.S IE. G., THE 
;H~HSTRY OF FINANCE; THE HINISTRY OF LAt:OS, 
i'",.:;;rCULTURE, AND WATER DEVELO?:'liNT; THE :-lIN ISTRY OF 
EDUCATION AND CULTURE; THE MINISTRY OF LOCAL 
GCV~:FNr1E'~IT, RURAL AND URBAN OEVELOP1'lENT i TilE ~lINISTRY 
OF n; DlJSTRY AtlD Cm::·1ERCE; AND THE RESERVE BANK. A 
FOR~AL REQUEST FOR ASSISTANCE HAS BEEN RECEIVED (COpy 
FAXED) FROM THE GOZ. 

THE MISSION WOULD LIKE TO OBLIGATE THE FUNDS BEFORE 
JHE E~lD OF THE THIRD \\i:~EK IN AUGUST 1992. PLEASE 
~DVISE SOONEST RESULTS OF A.I.D./WASHINGTON REVIEW OF 
THE i·!t\·rERIAL SlJmlITTED HEREIN AND APPROVAL TO PROCEED 
IHTH PFOCRAM l>.lJTHORIZATION AND OBLIGATION IN THE 
FI ELD. LA~~ f-HER 
BT 
#3510 
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ACTION: AID-l 
INFO: ECON-l AMB-O DCM-l 

DISTRIBUTION: AID 
CHARGE: AID 

VZCZCSB0672 
PP RliEHSB 
DE RUEHC #9565 2410535 
z~m UUUUU ZZH 
P 280535Z AUG 92 
FM SECSTATE WASHDC 

AIDl\C SECSTA'l'E ~79565 

TO RUEHSB/~~EMBASSY HARARE PRIORITY 1584 
[NFO RUEHNR/A .. V.EMB.!\SSY NAIROBI PRIORITY 1737 
BT 
U~iCl.AS srATE 279565 

AIDAC, NAIROBI FOR RBUDO 

£.0.-'12"356-:- --N/A'" -
r.;Gs: 
SUBJECT: ZE~BA~WE FRIVATE SECTOR HOUSD1G FROGRA..'1 (PSHP) 
(613-0235 ;'.ND 0236), LIN}""ED TO fiG LC.;N (613-HG-003) 

RF.F: (A) E,~KJ..RE 008510 (B) STATE 216149 (C) STATE 268643 
(D) STATE 271395 

1. THIS CABLE IS FOLLOW (;? TO AID/~.yr CONCI]RR~NCE IN 
PRINCIPLE \';ITH THE ZIXBA[;'h'E PRIVATE SECTOR HOUSING PROGRAM 
(?SHP) AS PROVIDED BY REFTEL B. 'WITH THE SUB:1ISSION OF 
CL~.RIFICATIONS AND ~10DIFICATIONS AS SVBMITTED BY l1ISSION 
IN REFTEL A, THE LANGUAGE AND REVISONS SUB11ITTED BY THE 
:':ISSION AF.E SPLENDID. FLEASE REVERSE WORD ORDER ON FIRST 
CONDITION FOR THIRD TR~CHE DISBURSU:ENT FROH "REAL, 
POSITIVE INTEREST RATES" TO "FOSITIVE REAL INTEREST 
?~lJ,.TES. " 

2. IN RESPONSE 'ro THE MISSION I S REQUEST FOR AFFROVAL A..lIlD 
D£LEGATIO~1 OF .lI,UTHORITY FOR APPROVAL/AUTHORIZATION OF THE 
ENTIRE FROGRAM, THE USAID/ZIMB.a.BWE MISSION DIRECTOR MAY 
APPROVE/AUTHORIZE THE PROPOSED DFA PROGRAM (N?A AND 
TECH.ASSISTANCE COMFONENTS) AS SUBMITTED PURSTJAN TO HIS 
AUTHORITIES UNDER AND IN ACCORDANCE WITH ALL THE TERMS AND 
CONDITIONS OF DOA 551. 

3. AID/W IS PROCESSING BUDGET ALLC;'J..NCES FOR FIRST 
TRANCHE, FY 1992 OBLIGATION •••• USDOLS 10.0 MILLION NPA 
GRlI,NT. THE CN WAITING 'PERIOD HAS EXPIRED. MISSION IS 
AUTHORIZED TO PROCEED WITH NEGOTIATION AND OBLIGATION OF 
FUtmS y,'HEN ALLOWANCE IS RECEIVED. FLSASE ENSURE THAT 
COPI~S OF THE REVISED FROJECT DOCli~E~rs AND OBLIGATION 
DOC(;:':E~~TS ARE TRANS?-iITTED TO AID/W. 

UNCLAS AID.lI,C SECSTATE 279565 
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4. DUE TO THE RECENTLY ENACTED CREDIT REFORM REGUATIONS, 
MULTI-YEAR HG AUTHORIZATIONS ARE ~O LONGER FERMITTED, WITH 
ANNUAL AUTHORIZATIONS LIMITED TO ~~ AMOUNT OF DOLr~s 25 
MILLION. FURTHERMORE, THE CREDIT REFCRM REGULA'f!CNS 
REQUIRE THAT THE 'SUBSIDY COST' OF THE GU~~~TY AS 
CALCULATED BY AID/FA/B MUST BE EXPRESSLY STATED IN E.lI.CH 
ANNUAL AUTHORIZATION. THEREFORE, THE AUTHORIZATION 
T...ANr;U.~GE FOR EACH ANNUAL HG AUTHORI ZATION MUST BE CEARED 
BY AID/FA/Fl1/LM FRIOR TO THE MISSION AUTHORIZING EACH 
I\NNUAL AU'rHORIlATION GUARANTY. IN ORDER TO FACILITATE THE 
fIRST YEAR'S AUTHORIZATION, THE APFROVED AUTHORIZATION 
L\NGU.~GE WITH FA/FM/LM CLEARANCE FOR THE FRST USDO S 15 
MILLION AUTHORIZATION WAS CABLED IN REF. C. 

5. AID/W ,\PPRECIATES MISSION TELEFAX OF 27 AUGUST h1HCH 
PROVIDED INF08~~TION AND CLARIFICATION REGARDING GOZ'S 
PROFOSED OPEN GENERAL IMPORT LICENSE (OGIL) LISTS J._~m THE 
CONFIRP~TION THAT NO PROGRAM FUNDS WILL BE USED IN THE 
PROCUREMENT OF NON-U.S. VEHICLES. WE ALSO UNDERSTAND FROM 
TELEFAX--'I'E.1.I.T -ZIHBABWE- IS- WITNESSING A SIGNIFICANT INCREASE 
IN U.S. IMFORTS. FLEASE ACTIVELY MONITOR THIS TREND ~:D 
f>::lUODIC.~LLY ~EPORT THIS I~:FOR"'A~TION TO AID/W. 

6. OPS DIRECTORATE HAS ALSO CLEARED THE CASH TRANSFER 
~EXO. MISSION HAY NOW OBLIGATE. 

7; .UD/W CONGRATULATES USAID/ZIMBABWE ON AN EXCELLENT 
SIJ3MISSION AND INNOVATIVE, CREATIVE DESIGN. THE PROGRAM 
PRCVIDES fOR AN EFFECTIVE MELDING OF A VARIETY OF . 
RESOURCES AND IS POIGNANTLY DIRECTED TO FROVIDE 
SIGNIFICANT IMFACT IN ACHIEVING THE STATED GOALS AND 
CBJECTIVES. OBVIOUSLY, FRIVATE SECTOR HOUSING IS DESTINED 
TO PLAY A KEY AND MAJOR FOCUS ROLE IN ZIMBABWE'S UPCOMING 
STRATEGY DEVELOFMENT AND IN THE MISSION'S SUBMISSION OF A 
NeW C.P.S.P. WE LOOK FORWARD TO NOTIFICATION OF 
OBLIG.~TIONS AND TO PROGRAM IMPLEMENTATION START-UP. 
KANTER 
BT 
#9565 

HNNN 
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RdereDCII: 

TclesnlN: ''MINFIN''. HalVe 
Telu: 2141 
Tele;;!loDe: 7l1101/'7MS71 

MINISTRY OF FINANCE, ECONOMIC 
PLANNING A~D DEVELOPMENT 

MUDbumlltlipa Itulldllll 

t·jr. Ted D. 
The Director 
USAID 
P.O. Box 6388 
HAF.ARE 

Dear '·lr. !4orse, 

.. -
OFFICIAL FILE 

Samora ~lIchel ." ~CDU. 

~ 

Al!"t;D4I lWO_ 
p-._. 
Ell. -F~'·" .-

... t.,J ... , J.,j":Jt:. 
:: .. --co"," 

.. .. 
Ie" i ----. .... -
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'U' k-K cu,. c",.. _'lS. . ~ 

RE PRIVATE SECTOR HOUSING PROGRAMME 

1---' . --- .- j I-CTICl" T'" . ." .--r--' .-- .. -
~"I.. t'''~ 

I am ~riting to request USAID's support for a private sector ho~sing 
~rog~~~me which would assist in developing the enabling enviro~ment 
for sustaiGable delivery of low incone housing in Zimbabwe. In view 
of your Government's decision that channelling resources through 
t~e QGIL would be ~ore appropriate than using them to leverage 
8djitic~al Cd30U~CeS throu~l the purchase of blocked funds, this letter 
supercedes my previous request dated 12 June, 1992. 

SpeCifically, we request that U.S. grant funds of US$25 million be 
provided over the five year life of the progr~~me. This will boost 
building society financing for low cost shelter. We realise that 
this is a transitional measure moving to~ard a sustainable private 
sector driven system for the provision of low cost housing finance. 
Further, we request for additional grant resources of up to US$3,5 
million for technical assistance and training facilities. 

Government also requests that a U.S. Housing Guarantee loan of 
US$SO million over five years be provided to support the programme. 
Governme~~ will use the U.S. dollar resources to support the OGIL. 
The equivalent amount of local currency generated would be used to 
support stand development t!'.ro~!gh the National Housing Fund. 

Finally, Governl1ent believes that the reforms which are to be 
undertaken in the land delivery suppott our objectives of rationalising 
standards and inc~easing the availability of affordable housing for 
lew income households. 

As a final step in our progra~~e development consultations and 
collaborations, the Government of Zimbabwe hereby requests USAID 
financial assistance to support Government's implementation of 
planned changes described in the Private Sector Housing Programme 
document. 

--.2L. ______ _ • 
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I would appreciate it if USAID could give favourable consideration to 
this request. 

Yours sir,cer-ely, 

~Q ~ ~Cl. 
E. N. MushaY3.k6.r6.di 7 
SENIOR SECRETARY FOR FINANCE 

.\ 
, 'J 

\. 



Annex I - C 
Page 1 of 35 

Since the FY1992 Statutory Checklist was not available at the time this document was 
prepared, the FY1991 Statutory Checklist has been utilized with FY1992 legislative 
changes added as appropriate and to the extent possihle • 

. ' 
SC (1) •• COUNTRY CHECKLIST 

Listed below are statutory criteria 
applicable to the eligibility of countries to 
~eceive the following categories of assistance: 
(A) both Development Assistance and Economic 
Support Funds; (8) Development Assistance 
funds only; or (C) Economic Support Funds 
only. 

l... COUNTRY ELIGIBILITY CRITERIA APPLIC.~BLE TO 
BOTH DEVELOPMENT ASSIST&~CE AND ECONOMIC 
SUPPORT FtP.W ASSISTANCE 

1. Narcotics 

a. Negative certification (FY 
1991 Appropriations Act Sec. 559(b): Has 
the President certified to the Congress 
that the govern~ent of the recipient No 
country is failing to take adequate 
neaSU~8S to prevent narcotic drugs or 
other controlled substances which are 
cultivated, produced or processed 
illicitly, in whole or in part, in such 
country or transported through such 
country, from being sold illegally within 
the jurisdiction of such country to United 
States Government personnel or their 
dependents or from entering the United 
States unlawfully? 

b. positive certification (FAA 
Sec. 481(h). (This r~ovision applies to 
assistance of any kind provided by grant, 
sale, l¢an, lease, credit, guaranty, or 
insuranc., except assistance from the 
Child Survival Fund or relating to 
international narcotics control, disaster 
and refugee relief, narcotics education 
and al.Jareness, or the provision of food or N/ A 
cedicine.) If the recipient is a "~ajor 
illicit drug producing country" (defined 
as a country producing during a fiscal 
year at 'least five metric tons of opium or 
500 metric tons of coca or marijuana) or a 
"t:ajor drug-transit country" (defined as a 
country that is a significant direct 

\ i 
\ 

(' 
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source of illicit drugs significantly 
affecting the United states, through ~hich 
such drugs are transported, or through 
~hich significant sums of drug-related 
profits are laundered ~ith the knowledge 
or complicity of the gover~ent): 

(1) does the country have 
in place a bilateral narcotics agree~ent 
with th~ United states, or ~ multilater5l 
narcotics agreement? 

(2) has the Presid~nt in 
the March 1 Internaticnal Narcotics 
Control strategy Report (INSCR) determined 
and certified to the Congress (without 
Congressional enact~ent, within 45 days of 
continuous session, of a resolution 
disapproving such a certification), or has 
the President determined and certifi~d to 
the Congress on any other date (with 
enact~ent by Congress of a resolution 
apprcving such certification), that (a) 
during the previous year the country has 
cooperated fully with the united States or 
taken adequate steps on its own to satisfy 
the goals agreed to in a bilateral 
narcotics agreecent with the United States 
or in a multilateral agreecent, to prevent 
illicit drugs produced or processed in or 
transported through such rountry from 
being transported into the united states, 
to ~~event and punish drug profit 
laundering in the country, and to prevent 
and punish bribery and other fo~s of 
public corruption which facilitate 
prod~ction or shipcent of illicit drugs or 
discourage prosecution of such acts, or 
that (b) the vital national interests of 
the United States require the pro~ision of 
such as.istance? 

.(:'.: ' .. 

c. Government polley (1986 
Anti-Drug Abuse Act of 1986 Sec. 2013(b)). 
(This section ~pplies to the same 
categories of assistance subject' to the ' 
restrictions in FAA Sec. 481(h), above.) 
I f recipient country is a !'ca j or illicit 
drug producing country" or "major 
drug-transit country" (as defined for the 
purpose of FAA Sec 481(h)), has the 
President submitted a report to Congress 
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listin~ such country as one: (a) which, 
as a matter of government policy, 
encourages or facilitates the production 
or distribution of illicit drugs; (b) in 
which any senior official of the 
government engages in, encourages, or 
facilitates the production or distribution 
of illegal drugs; (c) in which any member 
of a U.s. Government agency has suffered 
or been threatened with violence inflicted 
by or with the complicity ot any 
government officer; or Cd) which fails to 
provide reasonable cooperation to lawful 
activities of U.s. drug enforcement 
agents, unless the President has provided 
the required certification to Congress' 
pertaining to U.s. national interests and 
the drug control and criminal prosecution 
efforts of that country? 

2. Indebtedness to U.s. citizens 
(FAA Sec. 620(c): If assistance is to a 
government, is the government indebted to 
any u.s. citizen for goods or services 
furnished or ordered where: Ca) such 
citizen has exhausted available legal 
remedies, (b) the debt is not denied or 
contested by such government, or (c) the 
indebtedness arises under an unconditional 
guaranty of payment given by such 
government or controlled entity? 

3. Seizure of u.s. Property (FAA 
Sec. 620(e) (1»: If assistance is to a 
government, has it (including any 
government agencies or subdivisions) taken 
any action which has the effect of 
nationalizing, expropriating, or otherwise 
seizin~ ownership' or control of property 
of U.~. ~tizens or entities beneficially 
owne~ , em without taking steps to 
disch . its· obligations toward such 
citizen&: or entities? 

4. communist countries . (FAA Sees. 
62 0 ( a), 62 0 ( f), 62 00 ; FY 1991 
Appropriations Act Secs. 512, 545): Is 
recipient country a communist country? If 
so, has the President: (a) determined 
that assistance to the country is vital to 
the security of the united states, that 
the recipient country is not controlled by 

Annel[ I - C 
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9. Military Equipment (FAA Sec. 
620(s»: It contemplated assistance is 
development loan or to come from Econ~mic 
Support Fund, has the Administrator taken 
into account the percentage of the 
country's budget and amount of the 
country's foreign exchange or other 
resources spent on military equipment? 
(Reference may be made to the annual 
"Taking Into Consideration" memo: "Yes, 
taken into account by the Administrator at 
time of approval of Agency OYB." This 
approval by the Administrator of the 
Operational Year Budget can be the basis 
for an affirmative answer during the . 
fiscal year unless significant changes in 
circumstances occur.) 

10. Diplocatic Relations witb o.s. 
(FAA Sec. 620(t»: Has the country 
severed diplomatic relations with the 
United States? If so, have relations been 
resumed and have new bilateral assistance 
agreements been negotiated and entered 
into since such resumption? 

11. U.N. obligations (FAA Sec. 
620(u»: What is the payment status of 
the country's U.N. obligations? If the 
country is in arrears, were such 
arrearages taken into account by the 
A.I.D. Administrator in determining the 
current A.I.D. Operational Year Budget? 
(Reference may be made to the "Taking into 
Consideration" memQ.) 

12. International Terrorism 

a. sanctuary and support (FY 
iations Act Sec. 556; FAA 
ijas the country been. 
the President to: (a) grant 

sanctuary from prosecution to any 
individual or group which has committed an 
act of international terrorism, or (b) 
otherwise support international terrorism, 
unless the President has waived this 
restriction on grounds ot national 
security or for humanitarian reasons? 

Annel[ I - C 
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the international communist conspiracy, 
and that such assistance yill further 
promote the independence of the recipient 
country from international communism, or 
(b) removed a country trom applicable 
restrictions on assistance to communist 
countries upon a determination and report 
to Congress that such action is inportant 
to the national interest of the United 
states? will assistance be provided 
either directly or indirectly to Angola, 
Cambodia, CUba, Iraq, Libya, Vietnam, Iran 
or Syria? Will assistance be provided to 
Afghanistan without a certification, or 
will assistance be provided inside 
Afghanistan through the Soviet-controlled 
'govern~ent of Afghanistan? 

5. Mob Action (FAA Sec. 620(j»: 
Has the country permitted, or failed to 
take adequate measures to prevent, damage 
or destruction by mob action of U.S. 
property? 

6. OPIC Investment Guaranty (FAA 
Sec. 620(1»: Has the country failed to 
enter into an investment guaranty 
agreement yith OPIC? 

7. Seizure of U.s. Fishinq Vessels 
(FAA Sec. 620(0); Fishercen's Protective 
Act of 1967 (as amended) Sec. 5): (a) Has 
the country seized, or imposed any penalty 
or sanction against, any U.S. fishinq 
vessel because of fishinq activities in 
international Yaters? (b) It so, has any 
deduction required by the Fishermen's 
Protective Act been made? 

8 •... J.oan Default (FAA Sec. 620 (q); 
FY 199.~A"ppropriations Ac~ Sec. 518 
(Brook4tAllendment) ).: Ca) Has the . 
qovernm8D.·of the recipient country been 
in default tor more than six months on 
interest or principal of any loan to the 
country under the FAA? (b) Has the 
country been in default for more than one 
year on interest or principal on any U.s. 
loan under a program for yhich the FY 1990 
Appropriations Act appropriates funds? 
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N/A 

No 

No 

No 

No. Zimbabwe has 
entered into an 
investment guarant) 
agreement vith OPIC 

No 

(a). So 

(b) No 

'. 



- 6 -
.I 

b. Airport security (ISDCA of 
1985 Sec. 552(b). Has the Secretary of 
State determined that the country is a 
high terrorist threat country after the 
Secretary of Transportation has 
determined, pursuant to section 1115(e) (2) 
of the Federal Aviation Act of 1958, that 
an airport in the country does not 
~aintain and administer effective security 
i"leaSures? 

13. Discrimination (FAA Sec. 
666(b)}: Does the country object, on the 
b?sis of race, religion, national origin 
or sex, to the presence of any officer or 
e~ployee of the U.S •• ho is present in 
such country to carry out economic 
develop.:ent progra:ns u:1der the FAA? 

14. ~llclear Technology (FAA Sees. 
669, 670): Has the country, after August 
3, 1977, delivered to any other country or 
received nuclear enric~ent or 
reprocessing equip~ent, materials, or 
technology, without specified arrangements 
or safeguards, and without special 
certification by the President? Has it 
transferred a nuclear explosive device to 
a non-nuclear weapon state, or if such a 
state, either received or detonated a 
~uclear explosive device? If the country 
is a non-nuclear weapon state, has it, on 
or after August 8, 1985, exported (or 
atte~pted to export) illegally from the 
Uni ted States any material, equipr.,ent, or 
technology which would contribute 
significantly to the ability of a country 
to manufacture a nuclear explosive device? 
(FAA Sec. 620£ permits a special waiver of 
Sec. 669. for Pakistan.) 

..: ... 

1~ Alqiers Heeting (ISDCA of 1981, 
Sec. 720): Was the country represented at 
the Meeting of Ministers of Foreign 
Affairs and Heads of Delegations of the 
Non-Aligned Countries to the 36th General 
Assembly of the U.N. on Sept. 25 and 28, 
1981, and did it fail to disassociate 
itself from the communique issued? If so, 
has the President taken it into account? 
(Reference may be made to the "Taking into 
Consideration" merno.) 
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" 1'. Military coup (FY 1991 
Appropriations Act Sec. 513): Has the 
duly elected Head of Govern~ent of the 
country been deposed by military coup or 
decree? It assistance has been 
terminated, has the President notified 
Congress that a democratically elected 
governcent has taken office prior to the 
resumption of assistance? 

17. Retuqee Cooperation (FY 1991 
Appropriations Act Sec. 539): Does the 
recipient country fully cooperate with the 
interr.ational refugee assistance 
organizations, the United States, and, 
oth~c governments in facilitating lasting 
solutions to refugee situations, including 
resettle=ent without respect to race, sex, 
religion, or national origin? 

18. Exploitation ot Children (FY 
1991 Appropriations Act Sec. 5990, 
a~ending FAA S~C. 116): Does the 
recipient governcent fail to take 
appropriate and a1equate measures, within 
its means, to protect children from 
exploitation, abuse or forced conscription 
into military or paramilitary services? 

B. COL~TRY ELIGIBILITY CRITERIA APPLICABLE 
ONLY TO DEVELOPMENT ASSISTANCE (IIDA") 

1. H~an Riqh~s Violations (FAA Sec. 
116): Has the Oepart~ent of State 
determir.ed that this govern~ent has 
e~gaged in a consistent pattern of gross 
violations ot internationally rec~gnized· 
human riqhts? It so, can it be 
demon.~.ted that contemplated assistance 
will directly benefit the needy? 

2. Abortions (FY 1991 Appropriations 
Act Sec. 535): Has the President 
certified that use of DA funds by this 
country would violate any of the 
prohibitions against use of funds to pay 
for the performance of abortions as a 
~ethod of family planning, to ~otivate or 
coerce any person to practice abortions, 
to pay for the performance of involuntary 
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sterilization as a ~ethod of family 
planninq, to coerce or provide any 
financial incentive to any person to 
undergo st~rilizations, to pay for any 
biomedical research which relates, in 
.hole or in part, to methods of, or the 
perfornance ot, abortions or involuntary 
sterilization as a :eans of family 
planning? 

C. CO~~TRY ELIGIBILITY CRITErtIA APPLIC~3LE 
ONLY TO ECONOMIC SUPPORT fUNDS ("ESF") 

gucan Rights Violations (FAA Sec.' 
5028): Has it been dete~i~€d that the 
country has engaged in a consistent 
patteLn of gross violations of 
internationally recognized human rights? 
If so, has the President found that the 
country ~ade such significant i~provement 
in its h~an rights record that furnishing 
such assistance is in the U.S. national 
interest? 

Annes: I - C 
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Since the FY1992 Statutory Checklist was !lot available at the time this document 
was prepared. the FY1991 Statutory Checklist has been utilized yith the fY1992 
legislative changes added as appropriate and to the extent possible. 

" 5C(Z) - AB8ISTANCI CHEC~I8T 

Listed below are statutory criteria 
applicable to the assistance resources 
themselves, rather than to the eligibility of a 

. country to rec~ive assistance. This section is 
divided into three parts. Part A includes 
criteria applicable to both Develop~ent 
Assistance and Economic Support Fund resources. 
Part B includes criteria applicable only to 
Development ~ssistance resources. Part C 
includes criteria applicable only to Economic 
Support Funds. 

CROSS REFERENCE: IS COUNTRY CHECKLIST UP TO 
DArE:? 

A. CRITERIA APPLICABLE TO BOTH DEVELOPMENT 
ASSISTANCE AND ECONOMIC SL~PORT FUNDS 

1. Host Country Development Effort. 
(FAA Sec. 601(a»: Information and 
conclusions on whether assistance viII 
encourage efforts of the country to: 
(a) increase the flow of international 
trade; (b) foster private initiative and 
competition; ec) encourage development and 
use of cooperatives, credit unions, and 
savings and loan associations; 
(d) discourage monopolistic practices; Ce) 
improve technical efficiency of industry, 
agriculture, and commerce; and (f) 
strengthen free labor unions. 

2. 0.8. Private Trade and Investment 
(FAA Sec .... , 601 Cb) ) : Inton:lation and 
conclull-ion. on how assistance will 
encouraq ... U.S. private trade and 
investment abroad and encourage private 
u.s~ participation in. toreign assistance 
progracs (includinq U5e of private trade 
channels and the services of u.s. private 
enterprise). 

Yes 

a)No. the pro~ram docs not 
affect trnje. 

b-e) Yes. r:ne program is 
target ted to assist the 
private sector. coop gr0u 
and to new vt'!;tures in tho 
building materials 1odust. 

f)N/A 

The program is not targ~lt~d 
assist U.S.private trade and 
investment. 
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J. CODqre •• ional Notification 

a. General requirament (FY 1991 
Appropriations Act Secs. 523 and 591; 
FAA Sec. 6J4A): It money is to be 
obligated for an activity not previously 
justified to Congres., or for an aml'Junt in 
excess of amount previously justified to 
Congress, has Congress been properly 
notified (unless ~i. notification 
requireaent has been , .. aived because of 
SUbstantial risk to h~an health or 
welfare)? 

b. Notice of ne. account 
.ob11~ation (FY 1991 Appropriations Act· 
Sec. 514): If funds are being obliqated 
under an appropriation account to which 
they _~re not appropri~ted, has the 
Presidant consulted with and provided a 
.Litten justification to the House and 
Senate Appropriations co~ittees and has 
such obligation been subject to regular 
notification procedures? ' 

c. Cash tr~~.f.r. a04 
nonproject ~ector a •• l.ta~ce (FY 1991 
Appropriations Act Sec. 57S(b)(3»: It 
funds are to be made available in the form 
of cash transfer or nonproject sector 
assistance, has the Congressional notice 
included a detailed description of how the 
funds will be used, with a discussion of 
u.S. interests to be served and a 
description of any economic poolicy 
reforms to be promoted? 

4. Enqineerinq and Financial Plans 
(FAA Sec. 611(a»: Prior to an obligation 
in exces .. of $500,000, will there be: (a) 
.enqineerincr, financial or other plans 
necessazs to carry out the assistance; and 
(b) a r ••• onably firm estimate of the cost 
to the tT.s·. ot the assistance? 

., 

5. teqialative Action (FAA Sec. 
611(a) (2»: If legislative action is 
required within recipient country with 
respect to an 0bligation in excess of 
$500,000, what is the basis for a 
reasonable expectatj~n that such action 

n~un:~ .L - " 
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will be completed in ti~e to permit 
orderly accomplishment ot the purpose.ot 
the assistance? 

6. ~.t.r ~I.ourcas (F.\A Sec. 611(b); 
FY 1991 Appropriations Act Sec. 501): It 
project is for water or water-related land 
resource construction, have benetits and 
costs been computed to the extent 
practicable in accordance with the 
principles, standards, and procedures 
established pursuant to the water 
Resources Planning Act (42 U.S.C. 1962, ~ 
seq.)? (See A.I.D. Handbook J for 
guidelines.) 

7. C~sh TrAcsfar &n~ ~i~tor 
~Sgi9tanca (F~ 1991 Appropriations Act 
Sec. S7S(b): Will cash transfer or 
nonproject sector assistance be maintained 
in a sp.pcu"ate account and not clJm:mingled 
with other funds (unless such requiracents 
are ~aived by Congressional notice for 
nonproject ~ector assistance)? 

8. Capital A3sistauce (FAA Sec. 
611(e»: It project is capital assistance 
(~, construction), and total u.s. 
assistance for it will exceed $1 million, 
has Mission Director certitied and 
Regional Assistant Administrator taken 
into consideration the country's 
capability to maintain and utilize the 
project eftectively? 

. 
9. Multiple country Objective. (FAA 

Sec. 601(a): Information and conclusions 
on whether projects will encourage efforts 
ot the country to: (a) increase the flow 
ot international trade; (b) foster private 
initiat1va and competition; (c) encourage 
develop.ant and use ot cooperatives, 
credit unions, and savings and loan 
associations; (d) discourage monorolistic 
practices; (e) improve technical 
efficiency ot industry, agriculture and 
commerce; and (f) strengthen free labor 
unions. 

N/A 

Yes 

Annes 1 - ~ 
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10. 0.1. private Tr.~. (FAA Sec. 
601(b»: Information and conclusions on 
how project will encourage u.S. private 
trade and investment abroad and encourage 
private u.s. participation in foreign 
assistance programs (including use of 
private trade channels ~nd the services of 
u.s. privnts enterprise). 

11. Local curt~nci;- 5 

a. Recipi.nt contribution. 
(F,..A Secs. 612 (b), 636 (h) ) : D. scribe 
stE::PS taken to assure tha.t, to the maximum 
extent possible, the country is 
contributing local currencies to meet the 
cost of contractual and other services, 
~nd foreign currencies o.T.ed by the u.s. 
are utilized in lieu of dollars. 

b. tJ. S .·c-~"1l.d CUrrency (FAA 
Se~. 612(d)): Does the u.s. own excess 
foreign currency of the country and, it 
so, ~hat arrangements have been m~d. for 
its release? 

c. separate Account (FY 1991 
Appropriations Act Sec. 575). If 
assistance is furnished to a foreiqn 
qovernment under arrangements which result 
in the generation of local currencies: 

(1) Has A.I.D. (a) 
required that local currencies be 
deposited in a separate account 
e5tablished by the recipient government, 
(b) entered into an agreement with that 
goverru::ent providing the amount of local 
currencies to be generated and the terms 
and conditions under which the currencies 
so depaaited may be utilized, and (c) 
estab11~e4 by agreement the 
responaibilities of A.I.D. and that 
government to monitor and account for 
deposit~ into and disburs~~ents from the 
separate account? 

Annex I - C 
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" (2) will such local 
currencies, or an equivalent amount ot 
local currencies, be used only to carry 
out the purposes ot the DA or ESF chapt~rs 
ot the FAA (depe;ldinq en .. hlch chapter is 
the source ot the assistance) or tor the 
administrative requir~ent. ot the United 
Stat~s Govern~ent? 

(3) Has A.I.D. t~~en all 
~p4opriate steps to ensure that the 
~quivalent ot local currencies disbursad 
from the separate account are \.!sed tor the 
agreed purposes? 

(4) It assistance is 
te~inated to a country, will any 

. llnencuI:'.bered ba lances ot funds re~~ ining 
in a separate account DG disposed of for 
purposes ~greed to by the recipient 
gcverncent and the united states 
Goverl\1llent? 

a. Surplus Commoditl •• (lY 1991 

Ye:; 

Yes 

N/A 

Appropriations Act Sec. 521(a»: It ~/A 
assistance is tor the production ot any No 
co~odity for export, is tha commodity 
likely to be in surplus on world ~arkets 
at the time the resulting productive 
capacity becoroe~ operative, and is such 
assistance lik~ly to cause substantial 
injury to U. s. pI'oducers ot the same, 
similar or competi~9 commodity? 

h. 'reletil.. (Laut.nberq 
Amendment) (FY 1991 Appropriations Act No 
Sec. 521 (.c:»; t,Ull the assistance (except 
for pro9r&m~ i~ caribbean Basin Initiative 
countri ••. Uj'ld64:l" U. S. Taritf Schedule 
"Section"07," which allows reduc~d 
tari!ty o~articles assembled abroad trom 
U. S. -made components). be used directly to 
procure feasibility studies, 
pre!easibility studies, or project . 
profiles ot potential investment in, or to 
assist the establish:ent ot facilities 
specifically designed for, the ~anufacture 
for export to the united states or to 
third country markets in direct 
competition with U.S. exports,' ot 
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textil •• , apparel, foot~ear, handbags, 
flat qoods (such as wallets or coin purses 
worn on the person), ~ork gloves or 
II-ather wearinq apparel? 

13. Tro~ic~l lor~5t. (FY 1991 
AppropLiatiQns Act Sec. 533(c) (3»: will 
funds be used for any pLcgrU, project or 
activity which would Ca) result in any 
significant 10::! ot tropical torests, or 
(b) involve industrial tim!Jer extract;ion 
in primary tropical forest areas? 

, 
a. ~uditiDq and roqistratioD 

(FY 1991 Appropriations Act Sec. 537): It 
assistance is being ~ade available to a 
PVO, has that organization provided upon 
ti~p.ly request any doc~ent, tile, or 
rec,.,rd necessary to the auditing 
require~ents of A.I.D., and is t~G PVO 
~egistered ~ith A.I.D.? 

b. ~~diDq ,ourc •• CFY 1991 
Appropriations Act, Title II, under 
heading "Private and Voluntary 
Organizations"): If assistance 1s to be 
~ade to a united States PVO (other than a 
cooperative development organization), 
does it obtain at least 20 percent of its 
total annual funding for international 
activities from sources other than the 
United states Government? 

15. project Agreamant DocumentatioD 
(State Authorization Sec. 139 (as 
interpreted by conference report): Has 
confirmation ot tha date of signinq ot the 
project aqreement, including the amount 
involvfd,. been cabled to state LIT and 
A.I.D~ LEG within 60 days of the 
agreement's entry into force ·,..ith respect 
to the united States, and has the full 
text of the agreement been pouched to 
those same offices? (See Handbook J, 
Appendix 6G for agreements covered by this 
provision). 

Annex I - C 
Page 14 of 35 

No 

'S/A 

N/A 

This requirement wil 
be satisfied after -
execution of the 
program grant agr~em 
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" 16. xetric syst~m (Omnibus Trade and 
competitiveness Act of lS88 Sec. 5164, as 
interpreted by conference report, a~~nding 
Metric Conversion Act of 1975 Sec. 2, and 
as implemented through A.I.D. policy): 
Does the assistance activity use the 
metric system of meaSUl.-e~ent in its 
procurements, 9rants, and other 
business-related activities, except to the 
extent that such use is bopractical O·r: is 
likely to cause significant inefficiencies 
(')r loss of r.arkets to United states fh-ms? 
Are bulk purchases usually to be made in 
metric, and are components, 5ubasse~blies, 
~nd s~mi-fabricated cat~rials to be 

. specified in IDLtric units ~hen 
economically available and technically 
ade~late? will A.I.D. specifications u~e 
metric units of measure from the earliest 
prograr~atic stages, and tram the earliest 
docU1:E:ntatiQn ot t.he as~istance proc~:!sses 
(for example, project pnpers) involving 
quantifi~ble ~easurements (length, area, 
vol~e, (,"lpacity, mass and weight), 
~hrough the implementation stage? 

17. Wo~en in D.v.lop~.~t CFY 1991 
Appropriations Act, Title II, under 
heading "Wonen in Develop~entN): will 
assistance be designed so that the 
percentage of women participants vill be 
demonstrably increased? 

18. Regional aDd Multilateral 
Assistance (FAA Sec .• 209): Is assistance 
more efficiently and effectively provided 
ttrough regional or multilateral 
organizations? If so, why is assistance 
not so provided? Inforcat~in and 
conclusions on whether assistance will 
encourage developinq countries to 
cooperat. in regional development 
programs. 

Annex I - C 
Page 15 of 35 

Yes 

Yes 

No 
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19. Abortions (FY 1991 
App~opriations Act, Title II, under 
heading "Population, OA," and Sec. 525): 

A. Will assistance be made 
available to any organization or progLam 
~hich, as determined by the President, 
supports or participates in the management 
of a program of coercive abortion or 
involuntary sterili7.ation? 

b. Will any funds be used to 
lobby for abortion? 

20. coop~r.ti7a5 (FAA Sec. 111):, 
Will assistance help develop cooperatives, 
especially by technical assistance, to 

.. assist rural and urban poor to help 
themselves toward a better life? 

21. U.S.-ovned loreign currencie~ 

a. Use of currenci~s (FAA Secs. 
r,12(b), 636(h)j FY 1991 Appropriations Act 
Sees. 507, 509): Describe steps taken to 
assure that, to the maximum extent 
possible, foreign currencies owned by the 
U.S. are utilized in lieu of dollars to 
m~et the cost of contractual and other 
services. 

b. Rele ••• of currenci.. (F~ 
Sec. 612(d»: Does the U.S. own excess 
foreign currency of the country and, it 
so, what arrangements have been ~ade for 
its release? . 

22. Procurement 

a. Small business (FAA Sec. 
602(a~~r-' Are there arrangements to permit 
U.S .... 11 business .to participate . 
equltatily in the furnishing of commodities 
and services f inancecp 

b. 0.8. procurement (FAA Sec. 
604(a»: Will all procur~ment be from the 
U.S. except as otherwise determined by·the 
President or determined under delegation 
from him? 

Annex I - C 
Page 16 of 35 

No 

No 

Yes 

N/A 

No 

U.S.small·business will 
be encouraged to 
pa~ticipa~e to the 
maximum extent possible 

Yes 

\ ' " I, ' 
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c. brine f.~s\ll'l1nce (FAA Sac. 
604(d»: If the cooperating country 
discriminates against ~arine insuranc~ 
cocpanies authorized to do busi~css in the 
U.S., ~ill co~odities ba insured in the 
united States a.~ainst m,~rine ride with 
::iuch a cO.1l1=any? 

d. !.io:)n-O.S. fgric'Ultl,ral 
procu.r~~'!tlt (F;'·.\ Sec. 604 (e)) : It 
non-U.S. ~ro~u~ament of agricultural 
commodity or product thereof is to be 
financed, is there provision ag~inst such 
procure went .h~n the dOwestic price of 
such co~odity is less than parity? 
(F:xception .here cOm1nr)dity financed could 
nut reaso~ahly be procured in U.S.) 

t. Con3truction or ~nqi~ca~inq 
~erYic~s (r~' S~c. 604(g)): will 
construction or engin~ering services be 
proc\ll:ed fro.a f irl!ls ot l'ldvanced d3v.eloplng 
countries ~hich are other.ise eligible 
under ~ode 941 and ~hich have attained a 
cocpetitive capability in international 
markets in one ot these ar£dS? (Exception 
for those countries ~hich receive direct 
economic assistance under the FAA and 
permit United states firms to compete for 
construction or engineering services 
financed from assistance programs of these 
countries.) 

f. carqo preference shippinq 
(FAA Sec. 603»): Is the shipping excluded 
from compliance with the require~ent in 
section 901(b) ot the ~erchant Marine Act 
of 1936, as amended, tr.at at least 
50 percent of the qros~ tonnage of 
commodities (computed separately for dry 
bulk c~rr1ers, ct.-y cargo liners, and 
tankersF- financeci sha 11 be transported on 
privately owned U.s. flag co~~ercial 
vessels to the extent such vessels are 
available at fair and reasonable rates? 

g. T~chnical a9sist~nce 
(FAA Sec. 621(a): If technical 
assistance is financed, will such 
assistance be furnished by private 
enterprise on a contract basis to the 
fullest extent practicable? will the 

Annex I - C 
Page 17 of 35 

Yes 

N/A 

Yes . 

No 

Yes 
N/A 
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facilities and resources 0f other Federal 
agencies be utilized, ~hen they are 
particularly suitable, not co~petitive 
wi th private enterprise, anci I'~ada 
available without undue irlterferenr:e with 
dOi~,astic programs ',' 

h. o.s ... ir '~',iU'I'i,9l'. 

Annex I - C 
Page'T8-;r35 

(InteInational Ail" Tran!':>!-,ortatit:m Fair Yes 
Co~petit{ve Practices Act, 1974): It air 
transportation of persuns or. property is 
financed on grant basi~, will U.S. 
carriers be 1:'3ed to the eA:tent lSu.:.;h 
service is av\ilable? 

1. Tenr.in.'!\ti()u for conv\!Iniance 
of U.S. Govel'l'\..~ant (ff 1991 J..ppro"1riations Yes 
Act Sec. ~04): If the U.S. Gover.~e~t is 
~ party to a contract for p~ocu~ement, 
does th~ contract contain a provision 
authorizing tel~ination ot such contr~ct 
for the convenience ot the united S·tntes? 

j. ,:onsul tin'1 ... er iie •• 
(FY 1991 Appropriations Act Sec. 524): It 
assistance is for cor.sulting sex'vice Yes 
through procurement contract pursuant to 5 
U.S.C. 3109, are contract expenditures a 
~atter of public record and available for 
public inspection (unless otherwise 
provided by law or Executive order)? 

k. Metric conversion 
(Omnibus Trade and Competitiveness Act ot Yes 
1988, as interpreted by conference report, 
amending Metric Conversion Act of 1975 
Sec. 2, and as implemented through A.I.D. 
policy): Does the assistance program use 
the metric system of ~easurement in its 
procurements, grants, and other 
business-related activities, except to the 
extent that such use is impractical or is 
likely to'cause siqniticant inefficiencies 
or loss ot markets to United States tirms? 
Are bulk purchases usually to be mode in 
metric, and are components, subassemblies, 
and semi-fabricated materials to be 
specif~ed in metric units ~hen 
economically available and technically 
adequate? will A.I.D. sp~cifications use 
metric units of measure from the earliest 
prograr~atic stages, and from the earliest 

/ 
I 

\ , 
\/ 
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documentation ot the ~t: S i stance processes 
(for example, project papers) involving 
quantifiable ~easurements (lengt~, area, 
vol~e, capacity, mass and ~eiyht), 
through the i~plementation stage? 

1. C0~p.titi(. B~lact!oD 
rl'OCg·:hu-.. (FAA Sec. 601 (e) ): will the 
assistance utilize co~petitive ~el'~ction 
procedures for the aw",rd f.ng of contracts, 
except ""!Iera applicable 1-'rocurelllent rules 
~llow other_ise? 

23. C0!.'13t.ru~ti~1l 

a. cak·ital project (FAA Sec: 
1)01(0»: If capital (~.--sL., construction) 
proj~ct, viII U.S. engineering and 
pl. ,)fessi,)na 1 services be used? 

b. Ccr.~t~etioD ~ontr~ct (FAA 
Sec. 611(c»: If contracts for 
constructi~n dre to be fin'nced, will they 
be let on a co~petitiye ba~15 to ~aximum 
ext~nt practicable? 

c. L~rq. project., 
Congras~i~nal approval (FAA Sec. 620(k»: 
If for construction of productive 
enterprise, will aggregate value of 
assistance to be furnished by the U.S. not 
exceed $100 million (except for productive 
enterprises in Egypt that were described 
in the Congressional Presentation), or 
does assistance have the express approval 
of Congress? . 

24. O.S. Au4it Riqhts (FAA Sec. 
301(d»: If·fund is established solely by 
U.S. contributions and administered by an 
international organization, does 
co~ptroll.r General have hudit rights? 

25. Co~unist Assistance (FAA Sec • 
. 620(h). Do arrangements exist. to insure 
that united States foreign aid. is not used 
in a manner which, contrary to the best 
interests of the united states, promotes 
or assists the foreign aid projects or 
activities cf the Communist-bloc 
countries? 

Annex I - C 
Page 19 of 35 

Yes 

No 

Yes 

Yes 

N/A 

Yes 
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26. Narcotic. 

Annex I - C 
Page 20 of 35 

a. Calh r.iJn.bur3 .. ~.nt.. (FAA 
Sec. 483): Will arrange.::lents precluJe use 
ot tinancing to :aka reimburs~ents, in 
the form of cash payments, to persons 
whl.1S2 illicit drug crops llre ~radicated? 

b. ).lni.t:.'~..nca to ~\llt'cot;ic. 
tr~ftickoir. (FAA Sec. 4a7): Will 
arr~ng~~ents taka -llll reasonable steps
to preclude usa ot tinC'.ncinq to ·)r throuqh 
individuals or entities which ye know or 
have reason to believe have either: . (1) 
been convict~d Qt a violation ot any law 
or rGgulation of the United states or a 
foreign country relating to narcotics (or 
othp.r controlled sllb:;tancf!s)i or (2) t-een 
an illic:it trafficker in, or otner'Wise 
i.nvolv!::d i.n the illicit trafficking ot, 
any such controlled 511bstance? 

27. r.rpropriolLt.ion all!! I,&ncS !.!ltora 
(Fk\ Sec. 620(g): will assistance 
preclude \lSC of financing to .cor.per.;~at. 
',)\o{ners fur expropriated or natic.. .1alizec1 
property, except to compensata foreiqn 
nationals in accordance with a land reform 
program certified by the President? 

28. ,Polic. I\nd Prisons (FAA Sec. 
660): will assistance preclude use ot 
financing to provide training, advice, or 
any financial support for police, prisons, 
or other law enforc~ment forces, except 
for narcotics programs? 

G9. CIA Activities (FAA Sec. 662): 
will assistance preclud~ use ot financing 
for CIA activities? 

3aw- Motor Vehicl.. (FAA Sec. 
636(i»):' Will assistance preclude use ot 
financinq tor purchase, sale, long-term 
lease, exchange or guaranty ot the sale ot 
motor vehicl~s manufactured outside U.S., 
unless a waiver is obtained? ' 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 
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31. Military F~r.onn.l (FY 1991 

Appropriations Act Sec. 503): Will 
assistance preclude use ot financing to 
pay pensions, annuities, retirement pay, 
or adjusted service cOwFensati,:"'In for prior 
or ~urrent military personnel? 

32. P&pent of 0 ••• ' .. ls:}~Eli.l1ltlnt. (FY 
1991 ~~propriations Act Sec. 505): Hill 
assistanca preclude use ot financing to 
~ay U.N. alsessments, arrearages or duesl 

33. Sultilataral olq~nil.tio~ 
L.ndinq (lY 1991 Appropriations Act Sec. 
506): Will assistance preclude u~e of 

. f inan~ing to carry out provi s ions of FllA 
section 209(d) (transfer of FAA funds ~o 
multilateral or~anizations for lending)? 

34. Zxp~rt ot ~~~l~ar ~.IOurC~. (FY 
'991 Appropriations Act Sec. 510): will 
~ssistance pr~clude use ot financing to 
finance the ~xport ot nuclear equipment, 
fuel, vc technology? 

35. ~.pr.s5ioD ot ~~pulatioD (FY 
1991 Appropriations Act Sec. 511): Will 
assistance preclude use ot financing for 
the purpose of aiding the efforts ot the 
government of such country to repress the 
legitimate rights of the population of 
such country contrary to the Univelsal 
Declaration of Human Rights? 

36. Publicity.or Propoganda (FY 1991 
~ppropriations Act Sec. 516): Will 
assistance be used for publicity or 
propaganda purposes designed to sur·l'"lo;'. t or 
defeat legislation pending before 
Congress, to influence in any way th~ 
outcome o~ a political election in the 
United states, or tor any publicity or 
propaganda. purposes not authorized by 
Congress? 

Annex I - C 
Page 2~35 

Yes 

Yes 

Yes 

Yes 

Yes 

No 

/. 
" " 
'\ " 

http:Publicity.or
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37. Karina Insurance (FY 1991 
Appropriations Act Sec. 563): will any 
A.I.D. contract and solicitation, and 
subcontract entered into under such 
contract, include a clause (equiring that 
U.S. marine insurance ccmFanies have a 
f~ir opportunity to bid for oarine 
insurance .hen such insurance is necessary 
or ~ppropriate? 

38. E..x:chanqa for Fr,"hibitG'~ Act (FY 
1991 Appropriations Act Sec. 569): Will 
any assistance be provided to any foreign 
governr.ent (including l!ny instrw::entality 
or agency thereof), fo~eign person, or. 
united states person in exchange for that 
foreign gcvern~ent or person undertaking 
any dction which is, if carried out by the 
united states Goveriment, a United states 
official or e~ployee, expressly prohibited 
by a provision of United States law? 

B. CRITERIA l ... fPLICABLE TO DEVE!..-'J?XENT 
ASSISTANCE ONLY 

1. ~gricultural ~xports (Bucpera 
~Dlend.went) (FY 1991 Appropriations Act 
Sec. S21(b), as interpreted by conference 
report for original enactment): If 
assistance is for agricultural development 
activities (specifically, any testing or 
breeding feasibility study, variety 
improve~ent or int~oduction, consultancy, 
publication, conference, or training), are 
such activities: (1) SF~cifically and 
principally designed to increase 
agricultural exports by the host country 
to a country other than the United States, 
where t~. export would lead to direct 
competi~ion in that third c0~ntry with 
exports ot a similar co~odity grown or 
produced in the United States, and can the 
activities reasonably be expe~ted to cause 
substantial injury to U.S. exporters of a 
similar agl'icultural commodity; or (2) in 
support of research that is intended 
primarily to benefit U.S. producers? 

Ann~~x I - C 
Page 22 of 35 

y~s 

No 

No agriculture 
assistance will be 
provided uncer the 
program. 
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2. Tied Aid Credits (FY 19S1 
Appropriations Act, Title II, under 
he~ding "Economic supi=0rt Fund"): will DA 
funds be used for tied aid credits? 

3 • Appropriate Tec'bno l.,gy (F !-.\ Sec. 
107): Is special emphasis placed en use 
of appropriate technolorJ"l (Jefi:~ed as 
relatively s=aller, cost-saving, 
labor-using technologies th~t 0(e 
lj2nerally !:05t appropri.lte for t.he :;::all 
faL::s, sr.:all businesses, and s::~ll incc.wes 
of the poor)? 

4. In~igenous Nac~s a=d Resources 
(F'; ... ~ Sec. 281(b»: D.?scribe Extent to. 
~hich the activity recognizes the 
Farticular n8eds, .jt}sires, <!nd capacities 
of the people of the count!.Yi utilizes the 
I;ol1ntry I s inte llel.. tlJa 1 res·~urces to 
t-?:1c;ourage ins t i tut i ona 1 deve 1 OF ::-.2nt i and 
su;:.ports civic education and tr.1ini::'j in 
skills required for effective 
particiration in govern~ental ~nd 
political procesr-es essential to 
~e 1 f --;overll::ent. 

5. Ec~n()mic Developt:ent (F.h.A Sec. 
101(a»: Does the activity give 
reas0r.able pLomise of contributing to the 
develop~er.t of econocic resources, or to 
the inccea~e of productive capacities and 
sal!-sustaining economic growth? 

6. Special Development £Cphases (FAA 
Sees. 102(b), 113, "281(a»: Describe 
extent to ... hich activity will: (a) 
effectively involve the poor in. 
development by extending access to economy 
at local level, increasing labor-intansive 
production and the use of appropriate 
technoloqy, dispersing invest=ent from 
cities to small tOw"l1S and ru:-al areas, and 
insuring wide participation of the poor in 
the benefits of develop~ent on a sustained 
basis, using appropriate U.S. 
institutions; (b) encourage democratic 
private and local govern~ental 
institutions; (c) support the self-help 
efforts of developing countries; (d) 
promote the participation of ~ocen in the 
national economies of developing countries 

Page 23 of 3S 

No 

Yes 

The program used fcc.l.s 
groups to detcr~ine the 
bpneficiarics n~pJs J~j 
includes a training 
co •• lpcnent to assist 1(·,: 
krchitects. engineers .' 
urban planners to d~sl~ 
shelter ~~ich is afford 
able to the urban poor. 

Yes 

a)The program is d";':i:;:> 
to assist the urbtn ,,,,,.,:.; 
~ith U.S. based t.~l"hui,

assistance. 
b)The program ~ill 
strengthen the ability c 
local .1uth.lri tics to ll'1C 

take plot de\elop~ent. 
c)Self-help sneltpr ~il1 
be encollrilgcd. 
d)Women arl!gIJ~Ira!;teC!d 

access to houses and 
housing finance in 
Ziobabwe. 
e)N/A 
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and the improveceht of ~0~en's status; and 
(e) utilize and encourage regio~al 
cooperation by developing countries. 

7. Recipient c~untry ContribQtion 
(FAASecs. 110, 124(d»: Will the 
recipient country provide at least 25 
per~ent of the costs of the program, 
project, or activity ... ith rp.spect to ',hich 
the assistance is to be furnished (or is 
tr.e 1cl t ter cost-slHr ing requ ire::::ent be ing 
.... aived for a "relatively least developed" 
cour. !·.ry) ? 

8. Benefit to Poor Majority (FAA 
Sec. 128 (b)): If the activity iittewpts to 
incre~5e the institutional capabilities of 
private orga.nizations or the gc';erru!:ent of 
the country, or if it atte~pts to 
sti~ulate scientific and technological 
research, has it been desi~ned and ... ill it 
be monitored to ensure that the ulticate 
beneficiaries ~:e ~he poor cajority? 

9. A~ortions (FAA Sec. l04(f)i FY 
1991 Appropriations Act, Title II, under 
heading "Population, DA," and Sec. 535): 

a. ~e any of the funds to be 
used for the performance of abortions as a 
methud of family planning cr to ~otivate 
or coerce any person to practice 
abortions? 

b. Are any of the funds to be 
used to pay for the.perfor=ance of 
involuntary sterilization as a ~ethod of 
family planning or to coerce or provide 
any financial incentive to any person to 
undergo sterilizations? 

c. Are any of the funds to be 
mad~ available to any organization or 
program which, as dete~ined by t~e 
President, supports or participates in the 
rnanage~ent of a program of coercive 
abortion or involuntary stp~ilization? 

Afl!~ex I - C 
Page Z-4-;;C)S 

Yes 

Yes 

So 

No 

No 
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d. Will funds be made available 
only to voluntary faoily plannin~ projects 
~hich offer, either directly or through 
referral to, or info~ation about accc~s 
to, a hroad range of family planning 
c~thods and services? 

~. In avardin] grants for 
natural family planning, will any 
-3pp 1 iC.'lnt be Ii iscr imina ted .:-ga inst because 
of such applicant's religious or 
conscientious cOI:.l:::litt:'€:nt to c[fer only 
natural family planning? 

f. Are any of the funds to be 
used to pay for a~y bjo~edical research 
\oIhi.;h L"elates, i~ ·,.-hole or in part, to 
rnt?U~ods of, 0r the perfcnlance of, 
~b0rtions or involuntary sterilization as 
a means of fa~ily pllnning? 

g. Are nr.y of the funds to be 
~ade available to any or~anization if the 
President certifies that the use of these 
funes by slJch o::-ganization \,'culd violate 
~ny of the above provisions re~a~ed ~o , 
abortions aDd involuntary sterlllzatlon. 

10. contract ~war~s (FAA Sec. 
601(e»: will the project utilize 
co~petitive selection procedur~s for the 
a~ardina of contracts, except where 
applic~ble procure~ent rules allow 
otherW'ise? 

11. Disadvantaged Enterprises (FY 
1991 Appropriations Act Sec. 567): ~~at 
portion of the funds will be available 
only for activities of economically and 
socially disadvantaged enterprise~, 

"historically black colleges and 
universities, colleges ~nd universities 
having a student body in which more than 
40 percent of the students are Hispanic 
A~ericans, and private and voluntary 
organizations which are controlled by 
incl i v iduals who are black An:er i(~ans, 
Hispanic A.t:lericans, or Native }..;:.ericans, 
oc who are economically or socially 
disadvantaged (including women)? 

Annex I - C -------P.l&e 25 of 35 

No 

No 

No 

No 

Yes 

A set-aside for Gray Arn~n,!.", :r 
firms is not contem?l~ted 
because USAID has not bee~ ~bl 
to identify one such f i rID ",h j,~ 
could provide all of the 
required services. Hc.'~"('r. 

USAID will encourage inrlucinn 
of Gray AmendmC'ot fines in I-~e 

planned consortium,to the 
maxir:lU:n I!xtent practicable. 

http:applic.nt
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12. Biological ri7ersity (fAA Sec. 
119(g): Will the assistance: (a) support 
training and education efforts .hich 
improve the capacity of recipi~nt 
countries to prevent loss of Lio10gical 
diversity; (b) be provided under a 
long-term agree~ent in ~hich the recipient 
country agrees to protect ecosystems or 
other wildlife habitats; (c) support 
efforts to identify and survey ecosyste~s 
in recipient countries worthy of 
protection; or (~) by any dir~ct or 
indirect means significantly degrade 
national parks or similar protected areas 
or intrcduce exotic plants or ani~a1s into 
such areas? . 

13. Trcpic~l forests (FAA Sec. 118; 
FY 1991 Appropriations Act Sec. 533(c)-(e) 
& (g): 

a. ~.I.D. Re~ulation 16: Does 
the assistance comply with the 
environ~ental procedures set forth in 
A.I.D. Regulation 16? 

b. Conservation: Does the 
assistance place a high priority on 
conservation and sustainable manage~ent of 
tropical forests? Specifically, does the 
assistance, to the fullest extent 
feasible: (1) stress the importance of 
conserving and sustainably managing forest 
resources; (2) support activities which 
offer employment and inco~e alternatives 
to those .ho otherwise would cause 
destruction and loss of forests, and help 
countries identify and i~p1ecent 
alternatives to colonizing forested areas; 
(3) support training progracs, educational 
efforts ... and the establishment or 
strength.uing of institutions to i~prove 
forest management; (4) help end 
destructive slash-and-burn agriculture by 
supporting stable and productiva farming 
practices; (5) help conserve forests 
which have not yet been degraded by 
helping to increase production on lands 
already cleared or degraded; (6) conserve 
forested watersheds and rehabilitate those 
which have been deforested; (7) support 
training, research, and other actions 
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a)No 
b)No 
e)Sa 
d)No 

Ye.s 

N/A 

I 
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which lead to sustainable and more 
environmentally sound practices for ti~~r 
harv~sting, recoval, and processing; (8) 
support research to expand kno~ledge of 
tropical forests and identify alternatives 
· ... hich will prevent forest destruct ion, 
loss, or degradation; (9) cons.::rve 
biological diversity in forest areas by 
supporting efforts to id~ntify, establish, 
and lIla inta in a reprp.s~i1ta t i ve net· ... ork of 
protected tropical forest ~cosystp-ms on a 
'W(".rld',dde basis, by ~aking the 
establish~~nt of protected areas a 
condition of SUFPort for activities 
involving forest clearance or degradation, 

.and by helping to identify tropical forest 
eCosiste~s and species in need of 
prote,-;tion ;::-,n.j establish and !::~intain 
appropr io ta protected areas; (10) 51:;ek to 
increase the ~~aren8SS of U.S. Go~ern~ent 
agencies and other donors of the i~ediate 
.3nd long-tern value of tropical forests; 
(11) utilize the resources and abilities 
of all relevant U.S. govern~ent agencies; 
(12) be based upon careful analysis of the 
alternatives available to achieve the best 
sustainable use of the land; and (13) 
take full account of the environ~ental 
i~p~cts of the proposed activities on 
biological diversity? 

c. 70rest deqra~ation: will 
assistance be used for: (1) the 
procurement ~r use of logging equipcent, 
unless an environ~ental assesscent 
indicates that all timber harvesting 
operations involved will be cond~cted in 
an environmentally sound canner and that 
the proposed activity will pro~uce 
positive economic benefits and sustainable 
forest .anagement systecs; (2) actions 
.hich will significantly degrade national 
parks or s~milar protected areas which 
contain tr~pical forests, or introduce 
exotic plants or anii:jals into suc', areas; 
(3) activities \'-hich would result in the 
conversion of for.est lands to the rearing 
of livestOCK; (4) the construction, 
upgrading, or maintenance of roads 
(including temporary haul roads for 
logging or other extractive industries) 
which pass through relatively undergraded 
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forest lands; (5) the colonization of 
forest lands; or (6) the construction of 
dams or other \iater control structures 
which flood relatively undergraded forest 
lands, unless with r~spect to each such 
activity an enviro~ental assess~ent 
indicates that the activity will 
contribute si~nificantly and directly to 
improving the livelihood of the rural poor 
and will be conducted in an 
enviro~entally sound ~anner which 
supports sustainable develop~~nt? 

d. sU3tai~4b18 forestry: If 
assistance rel~tes to tropical forests, 
will project assist countries in 
developing a syste~atic a~alysis of the 
~~prapriate use of their total tropi~al 
forest resources, ~ith the gOdl af 
d~veloping a national program for 
sust~inable forestry? 

e. Eoviror:.:l':!o tal i.1'!pact 
9t~t~=eDt9: Will funds be ~lde available 
in accordance '.ith provisions of FAA 
Section 117(c) and applicable A.I.D. 
regulations requiring an envir"Jncental 
impact state=ent for activities 
significantly affecting the environ~ent? 

14. Energy (FY 1991 Appropriations 
Act Sec. 533(c»: If assistance relates 
to energy, will such assistance focus on: 
Ca) end-use energy efficiency, least-cost 
energy planni~g, and renewable energy 
resources, and (b) "the key countries vhere 
assistance would have the greatest impact 
on reducing emissions from greenhouse 
gases? 

15. Sub-Saharan Africa ~ssistanc. 
(FY 1991 Appropriations Act Sec. 562, 
addinqa nev FAA chapter 10 (fAA Sec. 
496»: If assistance will coce from the 
Sub-Saharan Africa DA account, is it: Ca) 
to be used to help the poor cajc~ity in 
Sub-Saharan Africa through a process of 
long-tere development and economic growth 
that is equitable, participatory, 
environ~ental~y sustainable, and 
self-reliant; (b) to be used to promote 
sustained economic gro~~h, encourage 

N/A 

~:/ A 

The program dues 
not relate to energy. 

a)The probrilm is pray icl ~ ng 
assi.stance to slIp;>ort vol 
refar~ which will ID3KC lh( 
deli v .. ry s y 5 t em (' C\ u ito! t-l c 
':':l1d slIstolin.1ble. 

b)Yes. the privlle sl'clor h 
the primary henef Ie iilry 01 
the program. 

c)Yes 
d)Yes. PVQ's 1I.1ve been 

consulted. 
e)Yes. the prcgram is polic) 

based to support a structl 
adjustment progr~m. 

f)lea, the program is SIIPPOI 
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private sector develop~ent, prc~ote 
individual initiatives, and help to 
reduce the role of central 
goverlments in areas ~ore appropriate 
for the private sector; (c) to be 
provided in a m~~ner that t~kes into 
al.'count, due ing the p lannin<J process, 
the local-level perspectives of the 
rural and urb~n ~Jor, including 
~ocen, through close consultation 
~ith African, United states anj ct~er 
PVOs that have demonstrated 
effectiven~ss in the pro~otion of 
local orassroots activities on behalf 
of long-te~ develop~ent in 
Sub-Saharan \frica; (d) to be 
i~ple~ented in a ~anner that requires 
local people, including ~o=en, to be 
clcsely consulted and 5.nvolved, if 
the assistance has a local focus; 
(e) being used pricari1y to proDote 
refot~ of critical sectoral economic 
policies, or to support the critical 
sector priorities of agricultural 
production and natural resources, 
health, vo1untc:ry family planning 
services, education, and income 
generating opportunities; and (f) to 
be provided in a canner that, if 
policy reforms are to be effected, 
contains provisions to protect 
vulnerable groups and the environcent 
frn~ possible negative consequences 
of the reforms? 

16. Debt-tor-Nature Excbanqe (FAA 
Sec. 463): If project .ill finance a 
debt-for-nature exchange, describe hew the 
exchange will support protect ion of:' (a) 
the world's oceans and at~osphere, (b) 
animal ~nd plant species, and (c) parks 
and reserves; or describe how the exchange 
will promote: (d) natural resource . 
;~'anagement, (e) loca 1 cens erva t ion 
programs, (f) conservation t.raining 
'progra~s, (g) public co~it~ent to 
conservation, (h) land and ecosystem 
~anage~ent, and (i) regenerative 
approaches in farming, forestry, fishing, 
and watershed managecent. 
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f)Y~s, the monitoring and 
evaluation progra~ will 
ensure that vulnerable 
Bcotlps are prot<!ctcd. 

No debt for nature f"):C:' .,.-.:, 

is being proposed. 
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17. Deobliqation/Reobl.iqatioD 
(F~ 1991 Appropriations Act Sec. 515): If 
deob/reob authority is sousht to b~ 
exercised in the provision of DA 
assistance, are t.he funds being obligated 
for the sa~e general purpose, and for 
cOlmtr i~s .... i thin the sace region as 
originally obligated, and have the House 
~nd Senate Appropriations Comnitte~s been 
ploperly notified? 

18. Loa.ns 

a. Rep~ymant c~pacity (FAA Sec. 
t22(b»: Infornation and conclusion on. 
capacity of the country to rppay the lean 
at a reasonable rate of in~erest. 

b. tong-r~nqe plans (FAA Sec. 
122(b»: Does the activity give 
reasonable promise of assisting long-range 
plans and progracs designed to develop 
economic res(~rces and increase productive 
t:;apaci ties? 

c. Interest rata (FAA Sec. 
122(b»: If deve10pnent loan is repayable 
in dollars, is interest rate at least 2 
percent per annlm during a ':1race period 
which is not to exceed ten :ears, and at 
least 3 percent per annum U;ereafter? 

d. Exports to United statas 
(FAA Sec. 620(d»: If assistance is for 
any productive enterprise which .... il1 
co~pete .... ith U,S. ~nterprises, is there an 
agreement by the recipient country to 
prevent export to the U.S. of more than 20 
percent of the enterprise's annual 
'production during the life of the loan, or 
has the requir~ment to enter into such an 
agreement. been waived by the President 
because ot a national security interest? 

19. De',elopment Objectives CFAA . 
Sees. 102(a), 111, 113, 281(a»: Extent 
to which activity will: (1) effectively 
involve the poor in development, by 
expanding access to economy at local 
level, increasing labor-intensive 
production and the use of appr9priate 
technology, spreading investment out from 

Annex I •• C ._-----
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No dc~b/reob fund~ are ~eing 
uti] i.zed. 

Yes, a thorough eco~m!c review 
includjng a debt service review 
undertaken in the dp.stgn of the 
program. The ability to pay is 
r.':!:1lJnstrated in the OI{B P3.SSb.1Ck 

rating of C-. 

Yes 

Yes 
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cities to small towns and rural areas, and 
insuring wide participation of the poor in 
the benefits of development on a sustained 
basis, using the appropriate U.S. 
institutions; (2) help develop 
cooperatives, especiallY by technical 
assistance, to assist rural and urban poor 
to help thF.!mselves to'.·ard better lifF.!, ai,d 
otherwise encourage dt?moc:.:ratic private and 
local gcvern=ental institutions; (3) 
support the self-help efforts of 
developing countries; (4) promote the 
pcrtici~ation of ~omen in the national 
economies of developing countries and the 
improve;nent of ..... Oi::en I s sta tus; and (5) . 
utilize and encourage regional cooperation 
by developing countries? 

20. ~qriculture, Rv~al Development 
~nd Nutrition, and ~qricultural Rosearc~ 
(FAA S8CS. 103 ar.d lOJA): 

a. Rural poor and sm~ll 
(ar~ers: If assistance is being made 
available for agriculture, rural 
developr:;ent or nutrition, describe extent 
to which activity is specifically designed 
to increase productivity and income of 
rural poor; or if assistance is being 
~ade available for agricultural research, 
has accou~t been taken of the needs of 
s~all farmers, and extensive use of field 
testing to adapt basic research to local 
conditions shall be made • 

. 
b. Nutrition: Describe extent 

to which assistance is used in 
coordination with efforts carried out 
under FAA Section 104 (Population and 
Heal th)- to help improve nutrition of the 
people of developing countries through 
encollraqement of increased production of 
crops with greater nutritional value; 
improvement of planning, research, and 
education with respect to nutrition, 
particularly with reference to improvement 
and expanded use of indigenr.usly produced 
foodstuffs; and the undertaking of pilot 
or demonstration programs explicitly 
addressing the problem of malnutrition of 
poor and vulnerable people. 
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l)Poor urbao households will g; 
access to private housing final 
2)RQusing coops will be support 
through technical assistance. 
3) Self-help hosuing constnJC t i, 
will be supported. 
4 )WoJlen-h~aded h01Jseho lds wi 11 
provided ~cce~s to units and 
housing finance. 
S)N/A 

No agricultural as~istance is 
b~.iog provided. 

N/A 
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c. Foo~ ~acurity: Describe 
extent to which activity increases 
national food security by improving food 
policies and management and by 
strengthening national food reserves, with 
particular concern for the needs of the 
poor, through measura~ encouraging 
nomestic production, building national 
::"ood reserves, ,'xpanding available storage 
facilities, reducing post harvest food 
losses, and improving food distribution. 

21. Populrtion and Health (FAA Secs. 
l04(b) and (c»: If assistance is being 
~ade available for population or health 
activities, describe ext~nt to which 
activity ~rnphasil~s lew-cost, inteqrated 
delivery syste~s f0r health, nutrition and 
family planning for the poorest people, 
with particular attention to the needs of 
~othcrs and young children, using 
para~edical and auxiliary ~edical 
personnel, clinics and health posts, 
cor.~ercial distribution syste~s, and other 
modes of co~nunity outreach. 

22. Education an~ Human Resources 
Development (FAA Sec. 105): If assistance 
is being made available for education, 
public administration, or human resource 
development,. describe (a) extent to which 
activity strengthens nonformal education, 
makes formal education more relevant, 
especially for rural families and urban 
poor, and strengthens management 
capability of institutions enabling the 
poor to participate in develop~ent; and 
(b) extent to which assistance provides 
advance~ education and training of people 
of developing countries in such 
disciplines as are required for planning 
and implementation of public and private 
development. activities. 

23. Energy, Privata Voluntary 
OrqanizatioDs, a~d Selecte~ Development 
Activities (FAA Sec. 106): If assistance 
is being made available for energy, 
pr.ivate voluntary organizations, and 
selected development problems, describe 
extent to which activity is: 

Annex I - C 
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N/A 

N/A 

The training compouent wi1 
support more affordable 
shelter designs, local 
authorities ability to ser 
their constituents, housir 
finance institutions abil: 
to serve the poor, and 
small scale buildog 
contractors. 



- 25 -

a. concerned ~ith data 
collection and analysis, the training of 
skilled personnel, research on and 
development of suitable energy ~ources, 
~nd pilot projects to test ne~ ~ethods of 
energy pru,iuction; ar.d far;ilitative of 
research on and developcent and use of 
~1na 11-5, .lle, decentralized, ren2INable 
energy sources for rural ".l.:ceas,' 
ecphasizing develop~ent of energy 
resources ""hich al'e env.iror ... 11entally 
acceptable and require I!Iir.).r~um capital 
investment; 

b. conce)n~d with technical 
.cooperation and deve10pnent, especially 
~ith u.s. privat~ and volun~ary, or 
regional and international ~evelop~ent, 
c·rgani za t ions; 

c. research into, and 
2valuation of, economic dcvelop~ent 
pCt)ce~: ses and techniq1.:es; 

d. reconstruction after natural 
or oan~ade disaster and programs of 
disaster preparedness; 

e. for special developwent 
proble~s, and to enable proper utilization 
uf infrastructure and related projects 
funded with earlier u.s. assistance; 

f. for urban development, 
especially small, l~bor-intensivc 
enterprises, marketing systems for small 
producers, and financial or other 
institutions to help urban poor 
participate in economic and social 

. development. 

:\,nol::X: I - C 
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N/A 
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N/A 

N/A 

N/A 

The program will SUp?0 

m.:nagement training [,) 
indigenous building C0 

'1../' 
o 



- 26 -
~ 

c. CRITERIA APPLICABLE TO ECONOMIC SUPPORT 
FUNDS ONLY 

1. BeonoIllic.' ad Political stability 
(F&\ Sec. 531(a»: Will this ~~sistance 
proQote economic and political stability? N/A 
To the maxi~um extent feasible, is this 
assistance consistent with the policy 
dire~tions, purposes, and programs of Part 
I of the FAA? 

2. Military Purposes (FAA Sec. 
531(e»): will this assistance be used for 
military or paramilitary purposes? No 

3. Co~~odity Grants/Separate 
j!..· . ..:;OI.l!lts (FAA Sec. 609): If co~odities 
'~re to be granted so that sale proceeds N/A 
' .... ill accrue to the l.-ecipient country, have 
Special Account (counterpart) arrangements 
been ~ade? {For FY 1991, this provision 
is superseded by the separate account 
requirements of FY 1991 Appropciations Act 
Sec. 575(a), see Sec. 575(a) (5).) 

4. Generation and Use of Local 
Currencies (FAA Sec. 531(d): Will ESF N/A 
funds made availabl~ for co~~odity import 
programs or other program assistance be 
used to generate 10GPl currencies? If so, 
will ~t least 50 percent of such local 
currencies be available to support 
activities consistent with the objective~ 
of FAA sections 103 through 106? (For FY 
1991, this provision is superseded by the 
separ.ate account reqtlir~cents of FY 1991 
Appropriations Act Sec. 575(a), see Sec. 
575 (a) (5).) 

.5. Cash Transfer R~~~irements (FY 
1991 Appropriations Act, Title II, under N/A 
headinq "Economic Support Fund," and Sec. 
575 (b». If assistance is ~.n the form of 
a cash transfer: 

a. Bepara te ",CCO\10t: Are all 
such cash payments to be maintained by the N/A 
country in a separate a~count and not to 
be commingled with any other funds? 
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b. Local currenCiG9: will all 
local currencies that may be generated 
~irh funds provided as a cash transfer to 
such a country also be deposited in a 
special account, and has A.r.D. ent, ~ed 
into an agreetlent wi th that governnel1t 
setting forth the a~ount of the local 
currencies to be generated, t.he tp.r=:s and 
conditions under which they are to be 
~sed, and the responsibiliti~s of A.I.D. 
",nd that government to monitor aLd account 
for deposits and disburscwents? 

c. O.S. Gov~r~ent usa ot local 
currencies: Will all such lo~al . 
curre;,cies also be used in accordance with 
fA..~ Section 609, _hich requires s',Jch local 
c~rr~ncies to be ~ade available to the 
I). S. r;UVenl~p.nt as the U. S. determines 
nec8ssary for the require~ents of the U.S. 
Govern~ent, and which re~Jires the 
rew~inder to be used for progra~s agreed 
to by the U.S. Governwent to carry out the 
purposes for _hieh new funds authorized by 
the F.\A ~ould themselves be available? 

d. conqrs3sional notice: Has 
Congress received prior notification 
providing in detail how the funds will be 
used, including the U.S. interests that 
will be served by the assistance, and, as 
appropr:i..,~te, the economic policy reforms 
that ~ill be promoted by the cash transfer 
assistance? 

DRAfTER:GC/LP:~Honnold:5/17/91:2159J 
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:he proposed progra~ will provide a Mousing Guaranty (HG) to 
the G0~ecnm~nt of !i~b~bwe ~or the purpose of sti~ulati~g 
~olicy reforms. These reforms will be tar:eted to 
st=e~st~ening the private construction and b~ild!ng materials 
sec~or. Fuct~ermore, t~e program will ex?and the role of the 
pr!~ate housi~g finance institutions in the provision of low 
cost shelter. The final ob~ective will be to expand the ~ole 
of ?civate ~E~e!opers d~d raticnalizp the ur~an land ~e!i~e:1 
syst.~rn. 

Un~er the Housing Gua:anty ?rogram, the U.S. Dollars are untied 
and CSAID will have no ~~;wle~ge of or control over hew these' 
f·.l"~s He to be used. Consequently, no sisnificant !iarm to the 
env~ror.~ent is focesee3ble from the use of the U.S. dollars. 

T~e ~olic"/ cefor~s being i:.t:odl.lced under the Private Sector: 
Housi~q ?rogra~ will also not have any direct negative ef~ect 
on the environment. Assistance to the construction and 
building ~aterials s~ctor will ~a~e the industry more efficient 
in ter~s of ~ew plant and equip=ent. The reforms to the 
housing finance sector will not have any impact on the 
e~vir=n~ent as they are desiined to increase private i~vest~ent 
in the building societies. Finally, the proposed cha~;es to 
t~e l~nd delivery process will again im?rove efficiency and 
inc~~ase the private production of shelter. Existing land use 
and b·.lilding ?ractices, which create urba,1 sprawl, will be 
r3tic~~lized to make t~e production of shelter more afforcabl~ 
t~ low cost households. Nonetheless, the existing health and 
e~viconmental standards will not be reduced. 

:~e local currency equivalent of t~e HG fu~ds will be 
~rogr3=~ed by the Govern~ent for their com?rehensi~e 
inf~dstructure program. 3ecause t~e objective of the prcg~am 
is policy based, OSAI~ will not approve individual low cos: 
~ousi~g developments and will have ~eithe: knowledge nor 
control of these specific ~ctivities. Existing Govern~ent 
reg~lations conc~rning building and land use stancarcs ~il:, 
hcwever~ be enforced through t~e building ?ermit ?rocess . 
• 3.. 1 ~ !': 0 u g h'~ R e9 u 1 a t ion 1 6 d :) e s ;. 0 t a ? ? 1 i' tot!": e use 0 f the 1 c c ! 1 
currency~enerated, no si;nificant ~a=m to t!":e enviro~~ent is 
an~ic:?ated as a result of t~e use of local currency for 
:n!r~s:ructure activities d~e to t~e Gover~~ent's excellent 
ld~~ ~3! and infr3struct~:e s~ancar~s. 
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(0 5i~e~!~g :~e above ?[og~!m approach, US~!J ~el!~ves :~d: :~e 
~x st~~C ~nvironmental controls in :imbd~~~ ar~ suf~ic~!~: :J 
~a ~tl!~ a?propr!at~ enviro~~!ntal stan~ar~s. USAI) had 
~~~~ious~~ ~ev~loced over 22,000 low-cost units ~it~ 
~~~!ron~~;:ll and'heal:h standards assu~ed ~y t~e GO:'s 
~d~:~~g codes. 

:~es~ co~es ensu~e min~~um stanca~~s for ?lot s~zes, s~ni:3~ion 
and ~ater systems, and heal:h ~actors includi~g access and fi:e 
5:!~~a:ds, 'S a result of the previous ~G program, ~SAIJ is 
con!i~ent t~at these ~tandards are rigorously enfo~=!d by t~e 
:ccal 3ut~c(i:ies with in?ut from the ~inistry of ?u~lic 
C~~s::uc:!on and ~ational Houstng. !n addition, each sh~lter 
~:oj~ct has consulti~g civil engineers ~ho e~su:e that the 
;~ojec:s a:~ ~esis~ed to ~eet these e~vi[o~men~31 and healt~ 
S~3r.:d :-':5. 

?e:!~d~c rev~ews a~d progrlm evaluations will ~e cc~~ucted as 
~a[:. ~f the prog:a~ls i~p!~~~~tation and particularly exa~ine 
:he !~?3ct of t~e prJPosed policy refor~s and the use of local 
c~rre~cy. USAIJ will inclu~e a co~?o~ent in the revie~s and 
~yal~ations w~ich will exami~e and ~onfirm t~at basic ~eal~h 
J~d ~~viro~~e~tal coces are tp.ing ~p.t. 

Fi~dll~, USAr~ gra~t funes will ~e utillzp.d for tec~n!cal 
aSs~5ta~ce, t~ainlng, and evaluatio,s. Thus, the use of gran~ 
~~~~s ~ill have no l~Fact on t~e en~iconment. 

~5~rD r!q~ests that a negative determrnation be mad~ for ~~e ~G 
~~~ds ~ased on Section 2l6.J(al(21(lil1 of Regulation 16 since 
:~e prog:3m will not have a significant ef!ect on the 
~~~i~c'rnent. With respect to local cur:ency financed 
i~!r~s::uc:ure, all environmental effects will ~e mitigat~d. 
USA:O eV31~ations will monitor enviro~rne~~3l a~d sanita:io1 
5:ar.~ar~s ~o ensure t~at buile:ng coces are :eing met. 

~S~:J also :eq~ests a categoric3l exclusion ~~r t~e use of 
~:~~t f~nds ~ased on Section 2!5.2(c)(2)(i) si~ce t~e use will 
~e l!mi:ed to technical assistance, trainin~, e~a!uations, a~~ 
sa:3ries, wi~h no direct ef~ec: on t~e ~~viro~~~n:. 
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The Gray Amendment (Section 579 of P.L. 101-167, the Foreign Operations, 
Export Financing and Related Programs Appropriations Act, 1990) requires 
A.I.D. to ensure participation in A.I.D. projects by business concerns 
.... ·hich are oloriled and controlled by socially and economically disadvantag,=:d 
individuals, historically black colleges and universities, colleges and 
universities having a student body in which more than 40 percent of the 
students are Hispanic American, and private voluntary organizations .... ·hich 
are controlled by individuals who are socially and economically 
disadvantaged, including women, (referred to herein as Gray Amendment 
entities). 

AIDAR Notice 90-2, implementing Section 579 of the Foreign Assistance 
Appropriations Act, requires that for any contract in excess of $500,000 
(except for a contract with a disadvantaged enterprise) not less than 10 
percent of the dollar value of the contract must be subcontracted to Gray 
A:nendlnent enti ties, unless the contracting officer certifies that there 
is not a realistic expectation of U.S. subcontracting opportunities or 
unless the Administrator approves an. exception. 

2. 12is.l:.J,Ission 

Technical assistance and training funds for the Private Sector Housing 
Program will total US$2.68 millior. over the life of the program. It is 
estimated that US$1.8 million of , .. hese funds will be placed in a 
Cooperative Agreement with the ba,lance financing a personal services 
contractor. Components of the Cooperative Agreement will include 
resources for both domestic and international training and technical 
assistance in the form of specific analyses. Since the Program 
encompasses a wide variety of tubject areas, includin& construction 
activities, housing finance matters, and issues related to the land 
delivery system, USAID believ~s that no single organization can provide 
all the skills required. Instead, it is anticipated that the Cooperative 
Agreement will include a consortium of institutions, both US and Zilllbab .... e 
based. to provide the necessary resources. 

" 

.,) ...... .' 

3. .,- ~~.ficatiol] 
,.' '$'~, . 
"->4-

Ceca. of the wide scope of skills required, there will be no set asiJe 
for Gray Amendment firms. Ho .... ·ever. Gray iullencimellt firms .... ·ill be stroll!;ly 
encouraged to participate as full members of the cooperative consortium 
or as sub-grantees or sub~controctor~. USAID will seek proposals from'~s 
n1~lly org'lIlizatiolls Clnd institutiolls as pos~i"le. 
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In the case of any contract in excess of $500,000 to which the Gray 
Amendment is applicable, the Mi~sion will include a provision requiring 
that no less than 10 percent of the value of the contract be 
subcontracted to GI-ay Amend.::1ent entities unless the contracting officer 
certifies that there is no realistic expectation of U.s. subcontracting 
opportunities, or unless the prime contractor is a Gray Amendment entity. 

Clearance: 
RLA: DKeene 1.£( 
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FAA Section 6tltali11-= Legisl~tive Action Requirem~ 

Section 6ll(a)(2) of the Foreign Assistance Act of 1961, as amended, states 
that "no agreement or grant which constitutes an obligation of the United 
States Gove~~ent in excess of $500,000 shall be made ••. if such 2greement or • 
grant requires legislative action, unless such legislative action may 
reasonably be anticipated to be completed in time to permit the orderly 
accomplishment of the purposes of such agreement or Brant." 

The legislative changes discussed below are required to remove the existing 
impediments which affect the production of shelter for low income urban 
households. The existing Housing Benefit Tax acts as a disincentive for 
employers to invest in shelter while the prescribed fees for land surveyors 
has r~sulted in a shortage of surveyors and costly delays. The existing 
legislation dictating external wall thickness is costly and inappropriate. 

The Private Sector Housing Program inclUdes some conditionality which ... ·ill 
require legislative action to remove the impediments discussed above: 

1. The reduction of the Housing Benefit Tax will require ~IFEPD to amend 
Section 8 of the Incor.1e Tax Act. Discussions with the ~lFEPD and the 
building societies confirm that the Ministry is prepared to implement 
this change although the scope of the reduction is still under 
discussion. The Registrar of Building Societies has informed USAID 
that it will take approximately four months to formalize the 
amendments. This is more than adeqlJate time since the implementation 
plan programs the change to be finaUzed by the end of the first 
quarter of FY94. 

2. The deregulation of prescribed fees for land surveyors will require an 
amendment to Statutory Instrument No. 200/90. The actual amendment is 
gazetted by the Mini£ter of Land, Agriculture, and Rural Resettlement 
based on the recommendation of the Sun'eyor General. This process has 
al ready begun and, according to the Surveyor Genenll, the new 
regulation will be in place within the next two to three months. 

3 •. Tft(! final legisl:!tive requirement involves the reduction in the 
. :~Ceeptable thickness of external ... ·alls tll 115 mm. This ... ·ill require 
···.~i~·Mil:lister of 1.ocal Government to Silzette a changf~ to the V:·b.111 
~~'.f.~~ncils Act, Chapter 5, Section 6(1). P.ased on detailed dis':\I!=~i('lls 
·'''·~·.ith the ~1inistry, \.:SAID strongly believes that the ~linistry .. ;ill ell<lct 

the"arrropriate change within three to five months, which is more than 
adequate time to satisfy project requirements. 
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B~sed on the above, I hereby certify that there is a reasonable expecta 
that required legislative action in Zimbabwe will be completed in time 
pet~it the orderly accomplishment of the Furpose of the proposed grant 
assistance. 

In addition to the above required changes, other legislative alteration 
be required when the results of the construction finance, secondary mor 
mark~t, muuicipal bond, and overall financial review studies are comple 
It is expected that these studies will be completed by FY 1996. Each 
analyses will identify specific reforms which may include legislative 
refor.ns. If necessary, ;Ul evaluation of the likelihood of any such 
"rcq;.dred" legislative changes being made in a timely manner will be 
undertaken as part of the impla~entation program. 

Clearance: 
RLA:DKeene ,(£)( 
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ZIMBAB~ PRIVATE SECTOR HOUSING PROGRAM 

ANNEX II 

TECHNICAL EXHIBITS 
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LOGICAL FRAMEWORK 

tun.llve SunwMrY Objectively VerUlabb indicators 

GeNt 
The IIMU8I producUDn 0I1cw income pats and \he 
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lower coate . 
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0uIpuIa: Magnitude of Outputs: 
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.. CGnIIructIon niuIIIy elr-.lglhlliedlo meet r..a 01 the conllruclla\llddlng met8riII iIduItry. 

IDeal dImMd. •. PrtvIl.e canIln.ICIIan .aMI'! Inet_lld by 

r. lAnd dtIIMy paIciII ... modified 10 n::r..e 10 parcenll* .mum. 
.... dtbIay. r. Plot 1izIa, 8ChoaI .... and InhItIucI1n tnci 

building at.ndIrda tIIIkIMImd. 

Inpub: ImpIemenIaIJon Target: 

LHGLawl .. USSSO miIIon In HG Ioana 
b. AEPRP FIRIa '01 NPA b. US$25 ~ In AEPRPINPA funda (GrtnI) 

c. CFA FIRIa rOl Technicel AAimnce c. US$2.68 "*lIon far DFA GrtnI FIRIa 
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Illustratiye Scope of Work for Technical Assistance 

A. Ob jectiye 

The objective for the technical assistan"ce and training component of the 
Private Sector Housing Program is to address and complement the reforms 
proposed in three distinct subsectors: (a) construction and building 
materials; (b) housing finance; and, (c) the land delivery system. As a 
result, the technical assistance and training component of the Program will 
contain a variety of specific activities over a broad scope. The technical 
assistance includes short term studies and analyses to assist in the 
implementation of the proposed reforms while the training component is 
designed to assist with the implementation of those reforms. 

B. OVerview of the Contractor and Role 

The period of the contract will be 24 months with an extension of up to five 
years. Competition for the contract will be open to all institutions 
demonstrating appropriate skills. Given the variety of skills required, 
consortiums will be encouraged to prepare propos&ls. Experience in 
construction techniques, housing finance, and development skills are 
essential and related experience in Sub-Sahara Africa is strongly 
preferred. The use of local Zimbabwean consultants will also be encouraged, 
and the contractor will arrange close coordination with sub-contractors. 
The contractor should also demonstrate the ability to assess and evaluate 
whether local or overseas institutions are better able to provide the 
required assistance. No long term personnel in Zimbabwe are required under 
the contract. Services will be provided under a direct USAID contract with 
a firm selected through full aau open competition. 

C. Scope of Work 

1. Construction Sector 

While the largest programatic impact in the construction sector will be made 
by inclusion of item. on the OGIL list, some important outputs will be 
achieved by the technical assistance and training component. The objective 
of this assistance i. to create alternative technologies and increase the 
number of operations producing building materials. 

a. Appropriate Technology Technical Assistance and Workshops 

Summary: Assistance will be provided by facilitating the introduction of 
small scale building manufacturing enterprises. This will involve . 

. increasing Zimbabwe's exposure to appropriate technology for the manufacture 
of building materials by small scale enterprises and facilitating 
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information exchange and technology transfer. The assistance will lead to 
an increase in the production of building materials used to produce low cost 
shelter. 

Provider: Regional/U.S. Appropriate Technology PVOs 

Timing: Short Term Technfca1 Assistance/Training - Years 2 through 5 

b. Labor Intensive Construction TechniqueB 

Summary: Assistance will also be given to the GOZ and others in the 
construction industry to appreciate the advantages of more labor intensive 
methods and establish frameworks within which they can be successfully 
implemented. Adoption of these techniques would expand semi-skilled and 
unskilled employment opportunities in the construction industry. This 
effort will include comprehensive studies of practices in Zimbabwe and 
comparable economies. They woul~ be shared with the GOZ, architectural and 
engineering consultants and building and civil engineering contractors in 
written form and by holding workshops and seminars, leading to the adoption 
of a code of practice by the GOZ, private consultants and building and civil 
engineering contractors. 

Provider: U.S. Based and Regional Appropriate Technology Groups 

Timin,: Year 4/Quarter 1 

2. Finance 

The most critical technical aS8istance and training component of the Private 
Sector Housing Program relates to the financial sector. Without these 
reforms, the long te~ objective of a sustainable housing finance sector 
will not be achieved. 

a. Financial Overview 

Summary: A critical objective of the Private Sector Housing Program is to 
support ESAP and particularly the broadening and deepening of the financial 
market. As a result, an essential component of the technical assistance is 
to analyize the overall financial market and determine how the housing 
finance sector interacts with that market." USAID hopes to work with other 
donors to complete an indepth analysis of the private financial system. 
This will examine the roles of the va~ious institutions as well as the 
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regulatory environment. Specific constraints and opportunities will also be 
analyzed. If appropriate, a follow-on desegmentation study will examine how 
the existing finance system could be liberalized to increase competition and 
efficiency. 

Provider: Zimbabwean and U.S. Based Macroeconomists and Financial Experts 

Timini: Year l/Quarters 2-4 

b. Portfolio Management 

Summary: As the housing finance sector is deregulated and competition 
between the housing finance institutions increases, an immediate concern 
will be the portfolio management of the building societies. Sound 
financica1 management is essential for the successful implementation of the 
Program. TIlroughout the UDI and post independence period, the housing 
finance industry in Zimbabwe has been relatively controlled in terms of the 
instruments available to raise and lend funds. During the structural 
adjustment period this situation will drastically change. Competition 
between the societies, in terms of service, rates, and financing instruments 
will increase. As a result, training and technical assistance in regard to 
portfolio management will be critical. 

Provider: U.S. Based Mortg~ge Portfolio Expert 

Ilmini: Short Cour8es - Second Half of Year 1 and Years 2 and 3 

c. Secondary Mortgage Market Study 

Summary: The Private Sector Housing Program also requires a number of 
studies which will assist in the development of new financing mechanisms. 
This assistance i8 critical to achieving the objective of diversifying and 
deepening the private housing finance sector and, more generally, the 
overall economy. One aspect is the establishment of a secondary mortgage 
market which will enable the societies to sell their assets rather than 
incur additional liabilities. A variety of details will need to be explored 
exclusing who are the potential purchasers of packaged mortgages, how will 
they be sold, what legislative changes need to be made, etc. Possible 
exposure tours of the U. Ss may also be appropriate. 

Proyider: U. S ./Zimbabwean Team of Houdng Finance Experts 

Timini: Year 3/Quarters 2-4 
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Summary: Another important opportunity to broaden and deepen the private 
financial market involves the development and management of 10c31 
authorities. To supplement Government's investment in mWl;,cipal 
infrastructure, the Program proposes to examine the use of mWlicipa1 bonds. 
While mWlicipa1 bonds presently exist in Zimbabwe, their scope is limited to 
Harare and Bulawayo. FWldamenta1 changes will also occur to the 
attractiveness of mWlicipa1 bonds Wlder ESAP. The consultants will need to 
examine the existing municipal bond system, how it will change Wlder ESAP, 
whether the GOZ would accept tax free mWlicipa1 bonds, how the mWlicipa1 
finance system works, what type of rating system exists and who are the 
potential investors. An exposure visit to the U.S. may also be appropriate. 

Provider: U.S MWlicipa1 Bond Expert. Zimbabwean Finance Expert 

Timini: Year 3/Quarters 2-4 

e. Conatruction Finance Study 

Summary: A key objective of the Program is to increase the private sector's 
role in the provision of low income shelter while systematically decreasing 
the role of Government. Government's only remaining role in the production 
of low cost shelter is the production of plots. However, the Private Sector 
Program hopes to supplement those efforts with increased participation from 
the private sector. A critical element to this effort is the Wldertaking of 
a construction finance study secifica11y related to high density plots. An 
alternative to examine would look at ~rivatizing the National Housing FWld. 
A number of details will need to be explored including the demand for low 
income housing construction finance, possible 8.tternetive sources, 
affordabi1ity criteria, and mechanisms to channel the resources to 
construction finance. 

Provider: U.S. Based Construction Finance Expert 

Timini: Year 4/Quarter 1 

f. Housing Finance Training 

Summary: To complement these technical assistance efforts, specific training 
events will be designed to assist middle level management in the private 
building societies and GOZ officials who oversee and regulate the housing 
finance industry. A series of short courses in Zimbabwe will exped~te this 
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process. For example, an excellent course on housing finance is offered by 
the University of Pennsylvania and this might be conducted in Zimbabwe. 
Other examples might be technical assistance and training to the building 
societies to enable them to better understand the needs and services 
required by low income residents, especially women. 

Provider: U.S./Zimbabwean Universities or Training Facilities 

Timini: Year 2/Quarter 3 

3 Land Delivery 

There are several components of technical assistance and training related 
the land development system which are important to the implementation of the 
Private Sector Housing Program. While less critical than the technical 
assistance related to the finance sector, they will assist in reducing the 
cost of housing for the urban poor and assist the private sector in becoming 
the primary provider of low income shelter. 

a. Land Use Plans 

Summary: In many developing countries these plans are bureaucratic exercises 
which are rarely utilized. However, the planning process in Zimbabwe is 
quit~ stringent and followed by the local authorities and private 
developers. The Private Sector Program provides resources to rationalize 
the planning process. It iJ not the intent to review and update each plan, 
but rather to assist local and private p1anne~s to achieve this goal. This 
would primarily take the form of "in-service training" and would complement 
the er,:tablishment of "Integrated Urban Infrastructure Development Plans" 
proposed by the World Bank under the Second Urban Development Project. 
Coordination would be routed through the Department c~ Physical Planning, 
HLGRUD, but would be most effectively located at the local authority level. 
Locally run workshops on planning layout and design would be organized 
through the Zimbabw. Institute of Regional and Urban Planners. 

Provider: U.S./Zimbabwean Urban Planners 

Timine: Year 2/Quartera 3 and 4 and Year 3 
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Summary: In some instances, U.S. based land use training might be 
approp~iate for senior officials. Two excellent courses are offered by the 
University of California at Bert:e1ey and the Lincoln Institute of Land 
Policy in Massachusetts. 

Provider: U.S. Universities 

Timini: Year 1 and 2/Quarter 4 

c. Land Surveying 

Summary: The constraints related to land surveying is one of the biggest 
bottle-necks in the land delivery system. As part of the technical 
assistance package, USAID, in conjunction with the Surveyor General and the 
Registrar of Deeds, will finance a review of the management and procedures 
of the land survey process. This analysis will identify specific problems 
anti possible resolutions. The objective of the review will be to reduce the 
amount of time required to secure a land title. 

Provider: Zimbabwean Management Consultant 

Timini: Year l/Quarter 4 

d. Survey Assistance 

Summary: One possible recommendation of the management review might be to 
identify short-te~ Assistance from qualified surveyors to eliminate the 
existing backlog. The Suveyor General esti~tes that th~re is a 10 month 
backlog waiting for surveying and titling. Without title, p10ta cannot be 
sold and this adds a substantial cost to the development of serviced plots. 

Provider: Regional Surveyors 
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Summary: The cost of shelter in Zimbabwe is unnecessarily high due to 
excessive infrastructure and development standards. The conditionality of 
the Private Sector Housing Program will reduce these minimum standards but 
there needs to be a complementary effort by private engineers, quantity 
surveyors, and architects to design appropriate standards. As part of this 
effort, the Program proposes to run a series of technical workshops with the 
professional societies. The aim will be to identify potential cost savings 
which will make shelter more afforda~\le withou~ reducing health and 
environmental standards. 

fIcvider: Zimbabwean Architects, Engineers, and Quantity Surveyors 

Timing: Year I and 2/Quarter 3 and 4 

f. High Rise Developments 

Summary: The Government has also requested that USAID examine the 
feasibility of increasing density levels for low cost shelter, particularly 
through the development of affordable apartments. A.I.D. will examine the 
feasiblity of decreasing the development costs associated with high-rise 
developments with particular attention paid to engineering and 
infrastructure standards. 

Provider: Local Architectural and Engineering Firm 

Timini: Year 3/Quarter 3 

g. HUllsing Coope~ativel 

Summary: The housing cooperative movement in Zimbabwe haa been relatively 
weak, but could form an important housing delivery mechanism. Technical 
assistance will be given though the cooperative organisations to a~sist in 
the development of a workable methodology for housing development. 

Provider: U.S. or Regional Housing Cooperative Experts 

Timini: Year 3 and 4 
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Table 1. Summary of Technical Assistance and Trainin, Contract 

A. Construction Sector Assistance 

Appropriate Technology Technical Assistance 
Appropriat~ Technology Workshops 
Labor Intensive Construction Techniques 
Subtotal 

B. Housing Finance Assistance 

Financial Overview 
Desegmentation Analysis 
Portfolio Management Training 
fd'micipal Bond Analysis 
Secondary Mortgage Market Analysis 
Construction Finance Analysis 
US Based Housing Finance Training 
Subtotal 

C. Land Deliyery Assistance 

Planning Assistance 
US Based Training 
Management Study of the Surveyor General 
Short Term Surveyors 
Workshops for Engineers 
Analysis of High-Rise Developments 
Cooperative Houainl Assistance 
Subtotal 

TOTAL TECHNICAL ASSISTANCE PACKAGE 

US$ 40,000 
40,000 
50.000 

$130,000 

US$150,OOO 
100,000 
80,000 

130,000 
130,000 
80,000 

120.000 
US$79':',OOO 

US$ 40,000 
125,000 
2.0,000 

100,000 
55,000 
40,000 
50.000 

US$430,000 

US$l,350,OOO 



Illustratiye OGXL List 

Fart 1: Buildinl Materials Industry 

1.1. Sector: Bricks 

Tariff 
Class. Product 

4010 1000 V belts 
4010 9100 Belts exceeding 20cm 
4016 9300 Gaskets Washers and other seals 
7315 1100 Roller Chain 
7315 1210 Transmission chain 
7315 1910 Parts for chains 
7318 1520 Mild steel bolts 
7318 1590 High tensile bolts etc 
7318 2400 Cotter and split pins 
7326 9020 Fasteners for trans/con belt 
8414 1000 Vacuum pumps 
8414 3090 Compressor, other 
8414 9090 Parts for vac. pumps & comprssrs 
8431 3900 Winch parts 
8459 6900 Turning tool for roller milling 

parts 
8474 1000 Sorting, screening, etc machines 
8474 2000 Crushing or grinding machines 
8474 3900 Brickmaking machinery spares 
8474 8000 ditto 
8474 9000 ditto 
8474 9010 Brick machinery sps (casting) 
8474 9090 ditto (rolling) 
8482 1000 Bearings 
8482 2000 Taper roller bearings 
8482 3000 Spherical roller bearings 
8482 4000 Needle roller bearings 
8482 5000 Other cylindrical bearinga 
8482 8000 Other, inc. comb ball/roller pta 
8482 9100 Ball needles rollers and parta 
8482 9900 Bearings, parta other 
8483 4090 Gears, non engine 
8538 9000 Brick m/c switchgear parts 

Total Annual Requirement for Brickmaking 

Annual Cost 
(US$ '000) 

US$ 400,000 
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1.2. Sector: Cement 

Tariff 
Class. 

4016 1000 -

Product 

4016 9900 Airslide canvas 
7208 4200 Boiler plate 
7219 2100 Stainless Steel plate 
7326 1100 Grinding media 
8311 1010 Specialist welding electrodes 

Electro-static spares 
8413 9100 F K Pump spares 
8414 9090 Compressor spares 
8421 3990 Air filters poly 153 
8431 3900 Earth moving spares 
8482 2000 Taper roller bearings 
8482 3000 Spherical roller bearings 
8482 4000 Needle roller bearings 
8482 5000 Other cylindrical bearings 
8482 8000 Other, inc. comb ball/roller pts 
848Z 9900 Bearings, parts other 
8483 1090 Gear box spares 
8536 4900 Electrical spares 
8607 9100 Locomotive spares 
9026 8000 Process control spares 
9306 1000 Industrial bullets 

Annual Cost 
(US$ '000) 

Total Annual Requirement for Cement US$ 2,259,000 

1.3. Sector: Fiber Cement 

Tariff 
Class. Product 

4010 9900 Conveyor belts 
4016 9900 Rubber mould. 
5911 9090 Machine Felts 
7314 1100 Wire Cover. 
7326 9090 Stainle.. Steel Wire 

Steel templatea 
8202 3200' Diamond tipped saw blades 
820B 9000 Circular cutting knives 

Annual Cost 
(US$ '000) 
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8209 0000 Tool tips 
8414 1000 Vacuum pumps 
8421 1900 Centrifuges: other 
8439 9900 Rectangular lists 
8441 9000 Suction Box covers 
8441 9090 Rectangular lists 
8456 9000 Vacuum box tops 
8482 1000 Bearings 
8482 8000 Other, inc. comb ball/roller pts 
8501 3200 DC motors electric 
8536 1000 Fuses 
8536 5000 Switches 
8541 3000 Thyristors 

Total Annual Requirement for Fibre Cement 

1.4. Sector: Small Bore Steel Pipini 

Tariff 
Class. Product 

7228 6000 Rods and bars, other 
Total Annual Requirement/Small Bore Piping 

Part 2: Contractors' Plant and Equipment 

2.1. Sector: Eartbmoyini equipment 

Tariff 
Class. 

4008 1100 -

Product 

4009 5000 Hydraulic hose 
4016 1000 Belts 
4016 9900 Belts 
8408 9990 Filters and fan belts 

Diesel engine parts 
8431 4100 -
8431 4900 Parts for earth moving machinery 
8482 100Q -,9900 
8483 1000 -
8483 6090 Hydraulic fittings 
8484' 1000 -
8484-9000 Gaskets 

Total Annual Requirement for Earthmoving 

US $650.000 

Annual Cost 
(US$ '000) 

us$ 60,000 

Annual Cost 
(US$ '000) 

us$ 4,160,000 
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2.2 Small Machinery 

2.2.1 Small Concrete Mixer Manufacture 

Tarrif 
Class Product 

8407 9000 Lister engine 
8408 9000 Lister engine 

Annual Cost 

Annex !I-C 
page 5 of 6 

Year 1 Subsequent years 

Total US$ 270,000 190,000 

2.2.2 Larie Concrete Mixer Manufacture 

Tarrif 
Class Product Annual Cost 

Year 1 Subsequent years 
8407 9000 Lister engine 
8408 9000 Lister engine 
8423 8290 Weighing equipment 
8483 9090 Transmission Parts 
8708 4090 Gearbox 
8716 9090 Axle parts 

Total Cost 

2.2.3. Dumper Manufacture 

Tarrif 
Class Product 

US$ 270,000 

Annual Cost 
Year 1 Subsequent years 

7304 3910 Brake pipe 
7318 1000 -
7318 2990 Screws 
8407 9000 Lister engine 
8408 9000 Lister engine 
8409 9100 Block 
8412 2100 Master cylinder 
8483 1000 -
8483 9090 Transmission Parts 
8708 3990 Brake parts 
8708 4090 Gearbox 
8708 9300 Clutch 
8708 9490 Steering box 
8716 9090 Axle parts 

Total Cost us$ 510,000 180,000 

135,000 



Part 3; Prgfessional Equipment 

3.1 Sul0'evinl instruments 
Tarrif 
Class Product Cost 

Annex II-Q 
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Year 1 Subsequent years 
(US; '000) 

4202 1900 Containe~s 
8504 1090 Battery chargers 
8506 1900 Batteries 
8544 1900 Battery Cable 
9002 1190 Reflector prisms 
9015 2000 Theodolites 
9015 3000 Level~ 
9015 8000 Electronic distance measurers 
9015 9000 Theodolite/level 

parts/accessories 

Total for Surveying Equipment 

3.2 Drawing office supplies 

3215 1100 Black ink 
3215 1900 Coloured ink 
3823 9090 Clea"ing flu:'d 
4016 9200 Erasers 
8214 1000 Sharpeners 
8479 8990 Cleaning units - pens 
9017 1000 Drawing boards 
9017 2000 Scale rules, stencils etc 

US; 258,600 

9017 8000 Compass sets, measuring tapes etc 
9017 9000 Clutch pencils 
9603 3900 Drawing pens 
9608 9100 Nibs 
9608 5000 Pen seta 
9609 20CO Leads 

Total cost for three years US$ 120,000 

116,200 



Debt Service on HIG loan 
US$ Million$ 

8~----~~~----------------------------------~ 

1992 1995 2000 

~ Principal CIJ Interest 

2005 2010 

Years 
2015 I 2020 2025 

H 
H 

I 

t::J 



Table 5. 

Year 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
2~/I! 2:1' 2 :-:~ 
2_~-~,.~" 
27 " 

28 
29 
30 
31 
32 
33 
34 
35 

Loan 
Balance 

0.0 
15,000.0 
35,000.0 
35,000.0 
50,000.0 
50,000.0 
50,000.0 
50,000.0 
50,000.0 
50,000.0 
50,000.0 
50,000.0 
49,250.0 
47,500.0 
45,750.0 
43,250.0 
40,750.0 
38,250.0 
35,750.0 
33,250.0 
30,750.0 
28,250.0 
25,750.0 
23,250.0 
20,750.0, 
18,25C.0 
15,750.0 
13,250.0 
10,750.0 
8,250.0 
5,750.0 
3,250.0 
1,500.0 

750.0 
0.0 

·43· 

BG Debt Service 
(US$ 000) 

Total 
Interest 

0.0 
1,275.0 
3,075.0 
3,075.0 
4,425.0 
4,425.0 
4,425.0 
4,425.0 
4,425.0 
4,425.0 
4,425.0 
4,425.0 
4,361.3 
4,207.5 
4,053.8 
3,832.5 
3,611.3 
3,390.0 
3,168.8 
2,947.5 
2,726.3 
2,505.0 
2,283.8 
2,062.5 
1,841.3 
1,620.0. 
1,398.8 
1,177.5 

956.3, 
735.0 
513.8 
292.5 ' 
135.0 
67.5 
0.0 

Total 
Principal 

0.0 
0.0 
0.0 
0.0 
0.0 
0.0 
0.0 
0.0 
0.0 
0.0 
0.0 

750.0 
1,750.0 
1,750.0 
2,500.0 
2,500.0 
2,500.0 
2,500.0 
2,500.0 
2,500.0 
2,500.0 
2,500.0 
2,500.0 
2,500.0 
2,500.0 
2,500.0 
2,500.0 
2,500.0 
2,500.0 
2,500.0 
2,500.0 
1,750.0 

750.0 
750.0 

0.0 

~pendix I 

Total 
Debt 
service 

0.0 
1,275.0 
3,075.0 
3,075.0 
4,425.0 
4,425.0 
4,425.0 
4,425.0 
4,425.0 
4,425.0 
4,425.0 
5,175.0 
6,111.3 
5,957.5 
6,553.8 
6,332.5 
6,111.3 
5,890.0 
5,668.8 
5,447.5 
5,226.3 
5,005.0 
4,783.8 
4,562.5 
4,341.3 
4,120.0, 
3,89'8.8 
3,677.5 
3,456.3 
3,235.0 
3,013.8 
2,042.5 

885.0 
817.5 

0.0 
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- 1 -

EXECUTIVE SUMMARY 

1. The construction industry in Zimbabwe contributes about 6.5% 
of the GDP, and has a annual' tu~over of about Z$ 14.2 billion. 
Employing about 85,000 persons, it is the fourth largest sector 
in terms of employment in the economy. 

2. However, shortages of materials and breakdowns of plant and 
equipment have been a feature of Zimbabwe's construction sector 
for many years. The cost to the economy in terms of prolonged 
contract completion periods, black market prices and the 
inability of small firms to cope with such difficulties has been 
considerable. 

3. Two factors are alreadY improving. The supply of some 
essential building materials is expected to improve in 1992 due 
to the completion of expansion projects. Secondly, the OGIL 
system is alreadY assisting to increase the output of the cement 
industry, PVC piping, and some types of paint. 

However, the problems of contractors' plant and equipment 
remains, and in spite of the achievements listed above the 
output of the building materials sector of the industry is 
insufficient to meet the demand. 

The situation is expected to worsen because when the World Bank 
Urban II project and the USAID HG project are being implemented 
the rate of house construction will increase dramatically from 
its current low levels. 

4. There is therefore a need for: 
4.1 Funds for rehabilitatjon and maintenance 

Parts and equipment are required for the 
rehabilitation and maintenance of building 
materials manufacturing equipment. 
Consumables and ~aw materials inputs for the 
building materials manufacturing industries. 
Parts for the re~abilitation and maintenance of 
contractors' plant and equipment. 

3.2 Funds for the expansion of the capacity of the building 
materials manufacturing industry. This can include funds for 
the: 

Expansion of existing plants; 
The development of new large scale formal sector 
plants, and 
The development of small scale and informal sector 
producers. 
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4. Mechanisms for handling the importation of plant and 
equipment were studied. The two most favored solutions were 
allocation of the foreign a~c~ange by an industry committee 
under GOZ chairmanship, following the precedents of various 
bilateral commodity import programs; or putting the commodities 
required into the OGIL system. The latter option is preferable 
from many points of view, notably its speed and simplicity, and, 
of course, the fact that it is a key component of the 
deregulation being undertaken under the structural adjustment 
process, 'fhich USAID is committed to supporting. 

5. There are concerns that some commodities may be in dem~nd by 
a much wider group than the construction industry, and that 
demand may outstrip the supply of forex to support the OGIL 
system. If this be the case, certain commodities may be placed 
on the restricted OGIL system, whicn will enable the Minister 
for Trade and Commerce to restrict their import to the 
construction sector. 

6. This is a transitional arrangement, and by the third 
disbursement it is intended to place all items on the 
unrestricted OGIL. 

7 •. , It is recommended that studies be undertaken to determine the 
extent to which more labor intensive methods are appropriate and 
cost effective for the industry in Zimbabwe. This may include 
building materials manufacture and construction. Technical 
assistance will also be given to small scale enterprises to 
enhance their efficiency, particularly small and very Gmall scale 
building contractors. This will build upon the experience of the 
contractor assistance program being implemented under USAID's 
ZI~~ II project. 

8. The program will further the ESAP in several important ways. 
It will strengthen the OGIL system, and enable industries in the 
building materials sector to increase their competitive advantage 
in the region as well as meeting local demand. It will also 
facilitate the development of more small scale enterprises (SSEs) 
in the building materials production sector. Lastly, it will 
increase employment, both bY,increasing output of the building 
materials sector and by strengthening the small-scale, labor 
in~ensive contractors. 
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I. .MCKGROUND 

1. The construction industry in Zimbabwe contributes about 6.5% 
of the GDP, and has a annual' turnover of about Z$ 14.2 billion. 
Employing about 85,000 persons, it is the fourth largest sector 
in terms of employment in the economy. 

There are two sectors in the construction industry: the producers 
of building and civil engineering materials; and the contractors 
which assemble them. Both halves of the industry experienced 
severe difficulties in the latter half of the 1980's due to 
frequent breakdowns of thei= plant, vehicles and equipment. Due 
to the introduction of the the open general import licensing 
system (OGIL) for some commodities (such as cement) the situation 
is now much improved. Und~r this, a specified commodity may be 
imported without having to apply for an import license, and the 
GOZ effectively guarantees the foreign exchange to finance the 
import. In spite of this, there remain a number of bot"tlenecks 
in the production system. 

These constraints placed a considerable burden on the economy. 
Its effects were felt throughout the industry. For the large 
contractors the main response was to increase their prices, 
which ultimately had an inflationary impact on the economy. 
Small contractors, trying to cope with severe shortages and black 
market prices, were often forced into bankruptcy, and left jobs 
uncompleted and debts unpaid. The individual householder, trying 
to build a modest house, using informal sector contractors, was 
faced with great difficulties in obtaining many components and 
materials, and ended paying far more either due to blac~ market 
procurement or waiting until materials were available. 

It is because construction had been regarded as a service 
industry by the GOZ that it suffered from an acute lack of 
foreign exchange in the past: The extent to which its machinery, 
plant and equipment had become run down and obsolete was not 
fully appreciated until the world Bank study on the secto~ was 
undertaken in 1990/1991. The analysis in that report showed the 
very damaging effect on the ca~icna.l economy that inefficiency in 
the construction sector was ca~sing. 

The analysis in this report is written from the perspective of 
the low cost housing sector, whe~e the impact has been greatest. 
The major actors in the development of shelter are the small 
contractors and individuals who have the least economic power and 
influence to overcome shortages and breakdowns. 
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II EXISTING CONDITIONS 

2. The Cost of Materials Sho~tages and Machinery Breakdowns 
The problems being experienced fall into two categories: poor 
output due to lack of spare parts and insufficient capacity due 
to lack of machinery. These affect both the materials 
manufacturers and the bui~din~ contractors. The two c~tegories 
are strongly interrelated: ne~er machinery would reduce the 
demand for spare parts and inc=ease capacity, and in an open 
economy a large proportion of the machinery still in use in 
Zimbabwe wou~d have been replaced by new machinery. However, in 
the context of severe forex sho=tages, this has not been possible. 

The World Bank report gives ~~amples of the delays caused by 
outdated and unreliable plant. In one case a rural roads project 
took about twice the time (two years as opposed to one), and cost 
40% more than if it had been constructed by a contractor owning 
~he typical mix of old and new plant that most contractors in an 
open economy would possess. ~n another example, a high rise 
apartment block, took six months longer than the 24 months that 
would normally be required and cost about 12% more. In the case 
of the road the GOZ, and in the case of the apartment block the 
private owner, paid directly for the cost overruns. 

These examples focus on only one part of the equation: the 
plant. The other half is the materials shortages. Supplies of 
basic commodities such as cement and bricks have long been 
inadequate. Under the ESAP it is now possible to import cement, 
clinker and refractory bricks without an import license (under 
the Open General Import License (OGIL) system). This has greatly 
assisted in the supply of cement, and the situation is better 
today than it has been for many years. Nevertheless it is 
instructive to examine the case of a house building contract to 
determine the cost of delays in materials procurement. 

Building contracts typically require a specific flow of tasks. If 
the damp proof membrane is not available, work on building the 
walls cannot start. If conduit for electrical wiring is not 
available, no plastering can.begin, etc. Both these commodities 
are relatively cheap, but a sho=tage has very real cost 
implications. At today's inte=est rates a month's delay adds 
about 1.3% to t~e cost of t~e ~ouse, simply in terms of delayed 
occupancy. For the contractc=, however, the real cost is in 
terms of underutilised labo= a~d ~achinery which can add up to 
30% to his annual costs. In =es?onse to pressures from their 
clients, and the need to ma:~ta:n their cash flow and reduce the 
overheads mentioned above, many small contrac~ors has been 
eventually to buy materials on the black market thereby 
decreasing their profit even further. For the self help house 
builder, such as participants in the USAID Kuwadzana project, who 
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procure materials for themselve$ and engage a labor-only 
contractor, the chase for materials is even more difficult. They 
lack the contacts that even small building contractors have, and 
also lack the time in which to make them. 

It is the elimination of these delays and increased overheads, 
which drastically increase the cost of shelter in Zimbabwe. The 
objective of this part of the program is to provide the necessary 
plant and equipment and t~ereby make housing more accessible and 
affordable to the poor. . 

3. Categorisation of the Problems 

3.1 Materials 

Following is a list of the most important materials used in low 
income housing, together with notes on their availability. 

Cement 

The capacity of the cement industry is about 10,000 tonnes per 
month below today's demand, which is about 100,000 tonnes per 
month. Recognising this, the GOZ has placed cement on OGIL. 
However the cost of imported cement is about 30t higher . than that 
produced locally. This is the most important material in the 
cost of a house, being a component in walling, flooring, roof 
sheeting and pipework. It is also an essential component of all 
infrastructure provision. 

Bricks 

In all sectors of the housing market, and most other buildings as 
well, walls are made of either bricks or concrete blocks. The 
shortage of cement has stimulated brick production, but, like 
cement, it is insufficient to meet the demand due to a lack of 
manufacturing capacity. This has lead to a black market, just as 
it has done in the case of cement. 

Aggregate 

This is an essential component for all concrete work, and is made 
by crushing rocks. Much mac~inery for the production of 
aggregate is antiquated, so Fe=~odic shortages occur. 

Roof sheeting 

The normal material for roof sheeting is fiber cement. Being 
cement based, this has been subject to frequent shortages, and 
there are delivery delays of twelve months from date of order. 

page ~ at 38 
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Door frames 

Door frames are made from imported sheet steel which cannot be 
made at the steel plant in Zimbabwe, ZISCO, and regular shortages 
are reported. 

Window frames 

Windows are made from steel ~ections that are produced by ZISCO, 
but have also been placed on OGIL. The days of shortages 
therefore appear to be over. 

Wall paint (PVA emulsion) is made from materials alreadY on OGIL, 
and there are adequate supplies. However, gloss paints (which 
are essential to prevent the deterioriation of steel and wood) 
require different materials for which specific import licenses 
are required, and shortages persist. 

Electrical wiring and fittings 

Though 'the fittings incorporate imported parts the supply appears 
to be adequate. Wiring is available. 

Plumbing materials. sanitary fittings etc 

Materials that would be used in a typical low income house are 
made in Zimbabwe and supply is generally adequate. 

Water and Sewerage piping 

These are mostly made out of either PVC or fibre cement. PVC is 
now on OGIL, and therefore the factory is working at full 
output. However, its capacity is inadequate. The capacity of 
the fiber cement pipe factory is reduced by recurrent cement 
shortages, but remains inadequate for the demand. Water fittings 
are generally ava~' ~ 'e. 

The above analysis masks the ,detailed problems facing the 
industries. These are that their machinery requires periodic 
maintenance and the replacement of worn or broken parts. Many 
also require consumables tha~ must be imported. Delays in 
obtaining import licenses for t~ese are a major factor in lost 
production which in turn s:;r.ificantly increases production 
costs, by having plant and labcr ~ying idle. 

3.2 Contractors' vehicles, olant and equipment 

The requirement for these ite~s was comprehensively studied by 
the World Bank's consultants (Construction Industry Development 
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Study,. Giersing Rose A/S, Copenhagen, Denmark, June 1991). The 
consultants found that the cost of maintaining old plant was very 
high, and much should be replaced when foreign exchange becomes 
available. The consultants estimated that the total cost would 
be US$137 million, consisting of about USS100 million for plant -
some of which could be bou~ht second hand from abroad - USS17 
million for vehicles, and USS10 million for a stock of spares to 
keep the industry going. Once the equipment had aeen purchased 
the consultants estimated·that a further US$20 million would be 
required annually for replacements of vehicles and plant, and 
US$10 million for spares. 

These figures do not include the demand from building materials 
manufacturers. Cement and brick producers both use heavy 
earthmoving machinery and transport, and are equally in need of 
more reliable equipment. 

4. The Impact of ESAP on the Construction Industry 

Under the structural adjustment program there have been a number 
of reforms that have been targetted at the construction sector, 
which have already reduced scme supply constraints •. 

4.1 ~ 

The most important has been the placing of certain essential 
conunodities on OGIL, namely refIactory bricks and clinker (for 
the cement industry), steel sections (for the window frame 
manufacturers), PVC for piping, and ingredients used in PVA 
paint. The OGIL system eliminates the need for importers to 
apply for an import license, which is typically a long drawn out 
and uncertain bureaucratic process. In its place any importer 
can import unlimited quantities of goods that are prescribed by 
the GOZ and the foreign exchange for the transaction is 
guaranteed by the GOZ. In some cases, where demand for a 
conunodity may exceed GOZ's foreign exchange capacity, the right 
to import is restricted to certain sectors. 

4.2 Export Retention Scheme' 

GOZ has agreed to permit selected sectors, including the 
construction industry, to pa:~icipate in the system, which allows 
producers to retain a percentage of their foreign earnings for 
use in purchase of inputs. ~.e GOZ has stated that by mid 1993 
the permitted retention will Je 351. of the value of exports.~ Of 
the major producers the most important to ben~fit from this are 
cement, PVC piping and fibre cement. 

(Note the paradox here. Alt~ough the capacity of the cement 
industry is not adequate to meet the needs of the country, the 
manufacturers nevertheless export in order to earn the foreign 
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exchange required to buy thei= essential inputs. The Bulawayo 
factory, which has a capacity of more than twice that of the 
Harare factory benefits parti~ularly from its proximity to 
Botswana. Thanks to its export earnings it does not, unlike the 
Harare factory, require addditional foreign exchange allocations 
from the Reserve Bank. The Harare factory exports a very small 
portion of its output, but it is under considerable pressure not 
to export any more.) 

4.3 ~~port Retention Fund 

The possibility of establishi~g a construction industry export 
revolving fund is being studied. This would allow contractors to 
tender for foreign contracts with a minimum of red tape. This 
would work in a manner similar to that operated by industries at 
present in that a percentage of the foreign exchange earned by 
the contractor could be used to purchase plant and equipment, pay 
for operating ~~penses etc out of the country. 

5. Current expansion plans 

5.1 Cement 

United Portland Cement have ~,dertaken a modernisation of their 
plant in Bulawayo, and are planning an increase of about 20% in 
the capacity of their plant. About half the additional capacity 
will be exported, and the remainder will be for sale in Zimbabwe. 

Circle Cement in Harare have a rehabilitation program for which 
the first stage has been financed by ADB, but funding 
arrangements for the second stage, which will increase their 
capacity by 25% and enable them to export significant quantities, 
have not been finalised. It is ~~pected to cost US$8 million. 
The foreign exchange is expected to be provided jointly by their 
parent company in Britain and the Commonwealth Development 
Corporation. 

5.2 Bricks 

Willdale Bricks are expand in; their capacity by 75% with a new 
plant that is to come on stream this August. They have plans to 
build additional brir.kworks in Gweru. and a tile making plant in 
Harare. 

5.3 Fibe: Cement 

Turnall, makers of fiber cerne!l~! have almost completed an 
expansion of their roof sheet~ng plant. Thereafter they will 
require about US$0.5 million in consumables and spares annually. 
Their pipe plant requires an expansion totalling US$1.3 to keep 
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up with demand. In addition. a new plant is being built by 
another company in Kwekwe an' :'s expected to be in production by 
the end of the year. Toget!l~' the expansion of the existing 
plant and addition of a new .. C.nt are expected to satisfy the 
needs of the industry. 

6. Future Developments 
The. tolorld Bar'k Project 

The premise behind the World ~nk's study undertaken in 1991 was 
that since Zimbabwe's expert: ~ in construction was high the 
construction industry could, :f conditions were improved, become 
an important exporter to cOllr.=ies in the region, such as Angola 
and Mozambique, as they emba=': upon reconstruction programs 
following peace accords. Zim..labwe contractors are already fairly 
active in Botswana and occasi~nally Malawi. nowever, the World 
Bank found that exporting, while having considerable potential, 
could not be separated frJm the health of the domestic industry 
as a whole, and indeed there was a great need to strengthen the 
industry. 

Since the study was completed the World Bank has started to 
prepare a project to strengthen the industry, and the latest 
mission was in November 1991. Current proposals are for a loan 
of US$50 million, of which US$32 million would go for equipment 
for medium and large contractors, US$3 million for small 
contractors, US$lO million fo= spare parts, US$4 million for 
training and technical assist.~:lce, and US$5 million unallocated. 
The project does not address the needs of the building materials 
industry, which is critical to domestic production and 
particularly low cost housing. However, the project proposes to 
use the JIC - a joint committee between CIFOZ and ZBCA, chaired 
by MPCNH - to make the foreign exchange allocations between the 
various interests. This methodology was chosen so that the 
indust=y could restrict allocations to its members in preference 
to the OGIL system, which cou:d benefit many other sectors such 
as agriculture and mining. 

7. • Conclusions on the Cur;e~ ~ Supply Situation 

7.1 i1aintaining E.,,<isting Ot;' ''It Levels 

The su?ply situation has iwF 
twelve months. The OGIL sys 
both made a real impact on ~ 
However, there remain a n~~c 
importation of essential spa 
vehicles, as well as consuma~ 
the production sector. 

ed considerably over the last 
: and export retention scheme have 
efficiency of the industry. 
~f difficulties in terms of the 

. for machinery, plant and 
~s and raw materials required in 

pari' .. ., oa: :::HIi 

/ 
~) 
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7.2 C.apacity 

Although great advances have been made in increasing the capacity 
of the building materials ind~stry during the past two years, and 
two major ~~pansion plans are ~oming on stream in the next sL~ 
months (Willdale Bricks and I~rnall roof sheeting) production of 
some commodities will not keep pace with demand. The major 
building in progress today is industrial and commercial in 
na ture, and the output of 10"- cos t house building has declined 
due to a reduction in donor financing and GOZ resources. With 
the forthcoming implementation of World Bank and USAID projects, 
however, we can expect a sub~tantial increase in the demand for 
bricks, roof sheeting and low cost door and window frames. 

Unless capacity is increased shortages will recur with all the 
consequen t diseconomies that :lave marred the sec tor in the pas t. 
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III PROPOSALS 

8. Outline Proposals 
8.1 Materials supply iudustr!es 
8.1.1 Rehabilitation and main~enance 

As stated, the interlinkages i~ the construction process are such 
that an assured supply of all ~aterials is required for 
efficiency. Thus, while 'ceme~t, bricks, roof sheeting and water 
pipes are obvious priorities i~ terms of materials supply, the 
objective should be to make su~e that the supply of all 
commodities is assured. 

The initial priority is therefore to ensure that existing plant 
is working at full capacity. This requires two types of input: 
(a) the necessary spare parts and/or equipment to ensure that the 
production machinery works at its full rated capacity, and (b) 
the consumables and raw material inputs necessary for the 
production process. All the ::ems needed for these inputs 
require foreign exchange. 

8.1.2 Creating More Manufacturing Capacity 

Funds are required for the ~~pansion of capacity of existing 
plant or the creation of addi~ional manufacturers. In some cases 
incremental expansion of existing facilities is the most 
appropriate approach. In others, it may be desirable to start a 
new manufacturing plant. The modality of this exercise must be 
market determined, and also seen within the framework of the two 
is~ues enumerated below. 

8.1.3. Creating more competition 

In general, the building mate~ials industry is dominated by large 
firms which, particularly due an excess of demand over supply, 
have been trading virtually on a monopoly basis. A major 
objective of structural adjust~ent is to open the economy to 
market forces, and thereby encourage competition. 

In addition to competitition.in the manufacture of comparable 
products, there is also a need for increased diversity of 
products. For example, curre~tly only one type of low cost door 
and window frame are used: steel ones. There are other 
alternatives, sur.h as wooden doo:- and window frames, and louvre 
windows. Another example is =ocf covering materials: fiber 
cement roof ~, which can ~e a cost effective alternative to 
fiber cement sheets. 

8.1.4 Facilitating the Gro~:J of the Small Business Sector 

There is much scope for the expansion of small. business in terms 
of building materials manufacturing. As part of the thrust to 
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increase competition ~here is ~onsiderable scope for the 
introduction of much smaller scale plants, which can be 
geographically more disperseG, and which use low cost, 
unsophisticated technologies. Ideal products for this include 
brick, concrete blocks, roof ::les, door and window frames. 
~~periences in Kenya have been particularly positive in this 
respect. Building materials offer a labor intensive low cost 
entry into manufacturing, in which the high cost of transport 
offers a geographical advantage to small firms vis-a-vis large 
scale central manufacturers.' 

8.2 Plant and Transport 

8.2.1 Increasing the Efficie~cv of Contractors 

As stated above, the World Ba~k is preparing a project to 
partially meet the needs of t~~ contractors for new plant and 
spares, and what follows hereafter assumes that this project will 
proceed. 

The case for supporting the la~ge contractors so as to equip them 
for export as well as to enhance their performance has been well 
made by the World Bank. Unde= their project it is intended to 
import new or good second hand machinery, particularly for road' 
building and other civil engineering works. 

The Bank acknowledges that their project is not sufficient to 
meet the demands of the indust=y and additional financing is 
required of the order of at least US$50 million. It is proposed 
that under the HG, project funds should be made available to meet 
the needs of the type of contractors who work on low cost housing 
projects. These fall into two types: (a) the civil engineering 
contractors who undertake large road, water and sewerage 
projects; and (b) the smaller contractors who will be building 
housing. The former need spares to rehabilitate and maintain 
their equipment, while the latter require machinery such as 
concrete mixers, dumpers etc. The split in funding between USAID 
and the World Bank whereby USAID supports the imrortation of 
spares and the Bank supports new equipment imports has been 
discussed formally with, and well received by, World Bank staff. 

In the event that the World Ra:lk project does not proceed, the 
impact on the construction se:tor will be to limit capacity in 
civil engineering works to t~at prevailing today. HG funds for 
the import of parts will, however, help to prevent further 
reductions in capacity. This :imitation of capacity will, 
unfortunately, increase land se~;icing costs. 

8.2.2 Increasing competition 

With respect to competition be:ween contractors, it has long been 
a concern of the GOZ that sma:: black contractors have not 
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thrived. USAID has already, ur.der the ZI~~ II project, 
embarked upon an on-the-job training and technical assistance 
program to help small contractors to develop the management 
skills necessary to compete ef:ectively in the market place. 
This program should be expanded under the project to widen its 
geographical coverage, and deeFen it so as to benefit the very 
small scale contractors who are typically employed on individual 
low cost house building contracts. 

9. Resourc: Demands 
An initial analysis of the foreign ~~change resources required to 
meet the above program is presented in the Table below. It 
should be stressed that although these estimates are based on 
interviews with a number of industries, it has not been possible 
to undertake a lOOt survey. The figures for the rehabilitation 
and maintenance assume that the current levels of foreign 
exchange being received by these industries will continue to be 
made available: these funds are to meet the annual shortfall. 

Table 1: Resource Requirements 

Category 

Rehabilitation and maintenance 
Cement 
Bricks 
Fibre cement 
Other 

Plant 

Increasing capacity 
Expansion 

Unallocated 

New Small Scale 
Enterprises 

Total (construction imports)' 

Survey Equipment 
Vehicles for surveyors 
Building Society computers 

Grand total 

Year 
1 2 3 

1.2 1.2 1.2 
0.2 0.2 0.2 
0.3 0.3 0.3 
0.3 0.3 0.3 

4.5 4.0 4.0 

1.5 1.5 

0.5 0.5 

4 5 

1.2 1.2 
0.2 0.2 
0.3 0.3 
0.3 0.3 

4.0 4.0 

2.0 2.0 

0.5 0.5 

2.0 1.5 1.5 1.0 1.0 

8.5 9.5 9.5 9.5 9.5 

0.3 0.2 0.1 0.1 0.1 
0.5 
2.2 
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10. Importation Methodologv 

10.1 The Options 

There are a number of systems in operation in Zimbabwe under 
which goods are imported. The wajority of imports are still 
processed under the import lic~nsing system, by which individual 
applications are made by the i~porter, and are allocated under a 
prioritisation system which is matched to the availability of 
forex for the purpos~. Depending on the perceived importance of 
the commodity, approval can take anything between two months and 
several years. The procedure is typically uncertain, slow, 
bureaucratic and lacks transparency. 

Under the ESAP it is intended t!lat this should be replaced 
progressively by the Open Gene=al Import License (OGIL), under 
which items prescribed by the GOZ can be imported without any 
licence specific to the importation. It is the intention of the 
GOZ to place all items on OGIL, except those related to national 
security, by the end of ESAP ir. 1995. 

Thirdly there is the ~~port Retention Scheme, under which a 
percentage of earnings from exports can be retained by the 
exporter, and used to import materials required'for the operation 
of the business. The GOZ has announced that by mid 1993, 35% of 
the value of a~ports will be able to be retained by producers and 
used as they see fit. 

Finally there are Commodity Import Programs (CIPs), under which 
donors typically set up a line of credit in foreign exchange and 
importers are given allocations by a Government committee 
representing the industry that has been targetted for assistance. 

Of the options listed above, the traditional import licensing 
system has proved inadequate in the past due to the bureaucratic 
procedures required. While the a~port retention scheme has 
merits, it is not a suitable mechanism for all industries, and 
creates an incentive to serve the export market, which, while 
positive for some aspects of tr.e economy, may create domestic 
shortages. The choice is there:ore between the OGIL and the CIP 
methodologies. 

10.1.1 QQll 

The most important concept be~:~= t~e GOZ's trade liberalisation 
process is the substituticn o~ the OGIL system for the previous 
bureaucratic and non-transpa=e~t p=ocedure for the individual 
allocation of import licer.ses. One of the major concerns, 
however, regarding the OGIl sYJ:ern is that it will be overloaded 
and insufficient foreign exc~~n5e will be made available to 
import the commodities. In suc~ circumstances the system breaks 
down. Before placing additional commodities on the OGIL it is 
therefore important to determi~e the likely demand and categorise 
the commodities as precisely as possible. 



Nonetheless, the GOZ demonstrated its strong commitment to the 
OGIL in late 1991 when they ~,ciertook US$15 million of short term 
commercial borrowing to meet CGIL demands while awaiting 
concessional IMF/lBRD/AFDB financing. 

10.1.2 ill 
The attraction of the elP methodology is that it allows for a 
clear cut definition of the target group, and imports can be 
restricted effectively to ,that group. Furthermore the 
allocations between the different subsectors can be determined in 
advance so that all interests are fairly served. 

There are three objections to the process, however. The first is 
that, in determining the fai~ess and in processing the 
applications, a complex bureaucratic machinery must be 
established. Furthermore, bec~use of the principle of tracking 
the money, a fairly elaborate ~aper trail is required. Thirdly, 
because of the nature of many of the imports required under this 
program - regular supplies of small units, spare parts and 
consumables - the CIP system ~ould result in serious delays in 
processing. 

10.1.3 The Case for OGIL 

Under the ESAP, the intention is to move progressively onto a 
comprehensive OGlL system, thereby getting away from the complex 
bureaucracy of the past. The advantages in terms of the speed 
and simplicity of the OGIL system are unarguable. The only 
drawbacks are (a) that there has been a tendency in the recent 
past for importers to use the OGlL system for imports in 
excessive quantities, thereby depleting the foreign exchange 
supply prematurely; and, since items on the OGU. are classified 
by Customs tariff they can therefore be imported by any industry 
requiring that type of commodity; and (b) the cpenness of the 
OGIL system makes it difficult to taroct to a specific industry. 

In response to these problems the GOZ uses a "Restricted OGIL" 
system, under which the Minister of Trade and Industry must 
certify an importer's eligibility to import a specific commodity 
under the OGIL system. Normally the criterion to be used in 
approving the importer is the industrial sector from which he 
comes. This is a transitiona: system to control demand and, as 
necessary, to target commodities to priority sectors as 
determined by the GOZ. Once a firm has been given rights to 
import under the restricted CG~1 the procedures are the same as 
for the unrestricted OGIL. I: is the GOZ's intention to place 
all items on unrestricted OGr: by the end of ~995. 



10.2 Recommendation 

10.2.1 Machine parts. cQnsum~bles and raw materials 

It is recommended that, to th~ extent possible, all commodities 
should be placed on unrestricted OGIL. These would be mainly 
machine parts consumables and =aw materials that are essential 
for the manufacturing process, and spares for heavy plant and 
equipment used by contractors: quarries and brickworks. 

Insofar as it is practical, t~e intention is to target items that 
~re specific to the industry. This has already been done in the 
past. For example refractory bricks are an essential component 
used by the cement manufacture=s and no other sector: by placing 
them on OGIL, the Government ~las made a significant contribution 
to increasing the output of the cement industry. 

The priorities have been outlined above, for both the contractors 
and building materials indust=y. What remains to be determined 
is precisely what commodities are required and the likely demand 
for these commodities from both the construction sector and the 
economy as a Whole. In AppendL~ 1 and 2 there is an illustrative 

,list of the type of commodities/components that are required by 
the construction sector to ma~imise utilization of existing 
plant, and increase the efficiency of the contractors. , Thi~ is 
summarized in the Table below. 

Table 2: Summary of Import requirements 

Industry 

Brick making 
Cement 
Fiber Cement 
Small bore piping 
Others 

Earthmoving equipment 
Small contractors plant 

Annual requirement 
for foreign exchnge 
(USS) 

400,000 
2,259,000 

650,000 
60,000 

590,000 

4,150,000 
500,000* 

*In year one this figure is S?OO,OOO due to the backlog. 

Shortfall 

(US$) 
200,000 

1,200,000 
300,000 

20,000 
280,000 

3,600,000 
400,000* 

Note: The term shortfall refe=3 ~o the difference between the 
current annual allocations of fo=eign exchange for the sector and 
the annual demand. 

If the commodities required by the sector are also in demand by 
other sectors, and the GOZ considers that there may be 
insufficient foreign exchange to meet the demand from the whole 

I 'I 
1~' 
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economy: it will be possible ~c enter into an agreement for some 
of the items to be placed on ~=stricted OGIL as a transitional 
step. By the end of the pros=am all commodities should be placed 
on the OGIL. 

10.2.2 Machinery for New Manufacturing Plant 

ImForts for the expansion of e."Cisting heavy manufacturing plant 
or the development of new .fac:ories cannot be handled under the 
OGIL system due to the vast va=iety of components. Indeed they 
have to be managed as a comprehensive investment package. These 
will therefore be channelled through the Zimbabwe Investment 
Center (ZIC) which is government's one-stop shop for all new 
inves tmen t. 

10.2.3 Components for the Ma~ufacture of Small Rcale Plant for 
Contractors 

While much of the machinery that might be suitable for the SSE 
sector is made in Zimbabwe, it is made in insufficient quantities 
due to shortages of essential components such as engines. For 
this sector, imports are requ:=ed fur the manufacturers of small 
scale plant and equipment in Zimbabwe, which can be done under 
the OGIL system. 

10.3 Flow of Funds 

The US dollars borrowed by the GOZ under the HG program will be 
held by the GOZ, in foreign exchange, for the OGIL account in the 
Re~erve Bank. Importers purchasing the foreign exchange from the 
Reserve Bank will pay for it in Zimbabwe dollars. These Zimbabwe 
dollars will be held in a special account by the Reserve Bank, 
and periodically (probably quarterly), deposited in the National 
Housing Fund, held by the Ministry of Public Construction and 
National Housing. These payments to the National Housing Fund 
will be reflected in GOZ's annual budget. 

11. The Program's Role Within the ESAP 

11.1 Strengthening the OGIL Svstem 

Since the thrust of structu=al adjustment is to make Zimbabwe's 
industries more competitive i~ :he world market, it might be 
expected that the construc:iO:l and building materials industries 
would not have a high cla:m 0:: ei :her having their commodities 
placed on OGIL or for investrrent in their mac~inery. In practice , 
the industry is, in fact, wel: ~:aced with regard to 
international competitors, and could, given increased capacity, 
compete st=ongly in the regio~. 
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Even before the devaluation oZ the Zimbabwe Dollar building 
materials manufacturers in Zir.:bao,"'e were able to compete with 
other suppliers in the region - principally South Africa - on 
grounds of cost and quality. 'I'tlis is largely due to the fact 
that the manufacturing plant b ... s been amortised long ago and, 
while running costs may be hiSh due to breakdowns and reduced 
efficiency, net production costs are nevertheless low. Labor in 
Zimbabwe is more efficient an~ lower paid than in neighboring 
countries. Even when expansior. ?lans requiring heavy capital 
expenditures are taken into ac:o~~t, most manufacturers of 
building materials are confident that the border price of their 
goods will compare very we'll with the competition. Last year's 
devaluation of the Zimbabwe dollar has given them an additional 
and very significant advantage. 

However. while building materials manufacturers do export at a 
modest level. capacity constraints currently restrict them. 
These are the same constraints that reduce the productivity and 
increase the costs of the construction industry. An important 
objective of the assistance should therefore be to equip the 
building materials industry so as to eliminate the present 
constraints and develop an ~~port capability. The OGIL system is 
designed to meet this need. The criteria set out by the GOZ for 
the granting of OGIL status is that industries in the following 
categories should receive priority: 

1. Industries where the local price is significantly 
cheaper than the imported equivalent. 
~~amples of these are heavy and bulky materials such as 
cement and bricks. which are very expensive when imported 
due to the high transport cost; 

2. Industries which have an assured export market. 
These are the industries which will undoubtedly survive 
trade liberalisation, and which, in the forseeable future 
can survive. The main indicator to distinguish these 
industries from those that export solely to earn foreign 
exchange for use under the export retention scheme is 
that they should be selling on the export market at 
prices comparable to or higher than those prevailing on 
the domestic market; and, 

3. Industries which c~oduce essential components 
reguired by exporting ind~stries. 
~~amples of this are packaging manufacturers. 

Most of the building materia13 i~dust=ies, targetted for 
assistance under the USAID prc;=aQ will qualify for either 
category 1 or 2 or both. For example, cement applies to both, 
bricks to the first. roof shee~ing to both, pipes to the s~cond 
etc. It is considered that, o~ this basis. the proposals under 
the Private Sector Housing Prog=am fit very well with the ESAP 
program. 



11.2 Increasing Competition 

Increased capacity in the const~uction industry, combined with 
the entry of additional producers~ particularly small scale 
producers, will further increase the supply of basic building 
materials as well as the range of products and price competition. 

11.3 Increased Productivitv i~ the Construction Sector 

An assured supply of materials and reliable plant are expected to 
increase the efficiency of the industry and thereby decrease 
costs. The· examples given showed that savings of between 12% and 
40% can be ~~pected. These examples were taken from large scale 
contracts: with respect to the improved supplies we can expect 
greater savings to be achieved by small contractors. 

11.4 Increased Employment 

Employment levels in the building materials industry can be 
expected to rise due to: 

(a) Increased input levels to the building materials 
industry will make them operate at a higher level of 
output and thereby maintain a full workforce; 

(b) The cr~ation of additional manufacturing capacity in 
existing plants will require additional labor; and. 

(c) The creation of SSE building materials manufacturers 
·has the capability of substantial employment creation. 

The building construction sector is the fourth largest employer 
in Zimbabwe, employing over 86,000 persons. Under the program 
it is intended to undertake studies to enhance the labor 
absorbtive capacity of the industry. Likely means by which this 
can be achieved are: 

(a) Packaging construction contracts in such a way that 
they are suitable for the more labor-intensive small 
contractors. This has been resisted in the past due to 
inefficiencies in the small scale sector, which. as noted 
above are being remed:ed through a training program under 
ZI~V II. It is proposed to expand this contractor 
assistance program and ~~amine ways in which even smaller 
contractors can be ir.::~ded. 

(b) Working with cons~ltants to develop design 
methodologies suitable for labor inte~sive construction. 



12. The Value of US Procurement 
In two categories, the US is a likely origin of the goods. 

12.1 Heavv earthmovin& eguipment 

The US firm Caterpillar is the market leader in heavy earthmoving 
equipment such as graders and rollers. This equipment is in 
widespread use throughout Zimbabwe, and USAID can therefore 
expect at least half of the imported spares to be manufactured by 
Caterpillar. However, no~ a'll Caterpillar spares are made in the 
US. Brazil, Germany, Belgium and Spain all manufacture 
components in Caterpillar mac~inery. It is considered likely 
that about about one half of all Caterpillar spares, i.e. about 
one quarter of the total budget for spares, will be US in origin, 
no matter where sourced, 'say ~SS3 million. 

12.2 Raw Materials. Chemicals etc 
Four major sources of raw mate~ials ~~ist for Zimbabwe: South 
Africa, Brazil, the US, and t~e EEC. The source chosen depends 
on several factors. Most impo~ters maintain supplies from more 
than one source to guard against unforseen changes in exchange 
rates, political factors etc. In general, South Africa is chosen 
for speed at which supplies can be obtained, not on ground of 
cost or quality. Brazil is favored in terms of price, and the US 
and EEC on grounds of quality. The competition between tne US 
and the EEe producers is a function of the relative strength of 
the US Dollar. When EEC currencies are strong, as has been the 
case during the last few years, the US is favored as a supplier. 

Givp.n these variables, which are a normaJ. feature of 
international trade, it is very difficult to predict the amount 
of procurement of basic goods in the US under this program, but 
it is likely to be in the region of about US$3 million. 

13. ~ 

13.1 Competition Between Local Demand and ~~ports 

The pr~ary purpose of assistance to the construction sector 
under the Private Sector Housing P=ogram is to meet the domestic 
demand through increased proc~c~ion. However, it appears that 
the major manufacturers are i~ a st=ong position to export, given 
the devalued Zimbabwe dolla::-: d.nd t~e quality of their goods. 

It is the=efore possible tha~ ~he increased productivity of the 
industry could be channelled :~to increased exports. This would 
defeating an essential objec ~i·,·e of the program, namely to 
increase supply for the domes~ic market and increase efficiency 
and lower prices especially f~= the low income housing producers. 
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In order to prevent this, the GOZ may enter into an agreement 
with the manufacturers of the products that they will sell a 
certain percentage of their ou~put ~n the domestic market, so 
that the supplies to the low income housing market can be assured. 

13.2 OGIL SYstem Fails due t~ a Lack of forei~ exchange 
Shortly after the OGIL system · ... as introduced there were massive 
imports of commodities placed ~n OGIL, ~~pecially consumer items 
such as tires and cement.' Th~s exaggerated demand was caused by 
a lack of confidence in the GCZ's assurances that the OGIL wodd 
be a permanent system. The si;:;ns today are that this meSsaR',! is 
now beginning to communicate i~self and that importers are buying 
for their immediate needs and ~ot stocking up for excessive 
periods. 

In the context of the PSHP the products are largely self
targetting as the importers will be almost entirely industrial, 
and virtually no consumer itews will be affected. The result is 
that imports are not expected to exceed real demand levels. 

If, however, demand does appear to exceed the level of foreign 
exchange available at the time. it may be necessary to place some 
items on the restricted OGIL as a transitional phase. It is 
considered that this will be a sufficiently effective tool to 
maintain the operation of the system for the targetted sector. 

13.3 Delays in Placing Items on OGIL 

The objective of the program is to reduce all uncertainties of 
this nature by: 

obtaining the specific concurrence of the GOZ 
before program implementation to using the OGIL 
system for the commodities required. 
making the gazetting of the agreed commodities on 
the OGIL a condition precedent to disbursement. 

14. Conditionality 

The proposal outlined above is intend~d to be part of the wide= 
PSHP under GOZ's ESAP to move to an OGIL system for the majority 
of imports. By supporting such a move with foreign exchange over 
and above the likely requirem~~~s for the industry, the program 
is strengthening Zimbabwe's f:=2ign exchange resources as well as 
streamlining the importing s:::; ':em for a major sector of the 
economy. 

14.1 First disbursement 

While the commitment of the GCZ to ESAP and the OGIL system is 
not in doubt, a condition p~e~edent for the first disbursement 
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should be ~~e insertion of an\?re~d list of commodities on 
OGIl. The list is to be abr~~~ in negotiations to be conducted 
before submiss ion of the PP /PI\AD to loiashington. 

14.2 TIlird Disbursement 

Indications have already been r2ceived from GOZ that it might not 
be able to move directly to OG:: status for all products that are 
likely to be placed on such ~ l~s~. They would therefore propose 
that some commodities that are not self-targetting to the 
construction sector be placed on the restricted OGIl system. 
This is acceptable in the spi:it of a transitional system, but a 
CP for the final disbursement should be that the commodities 
referred to above all be placed on the unrestricted OGIL list. 

14.3 Covenants 

In addition to the conditionality stated above the GOZ will 
covenant that: 

(a) Ihe GOZ will adopt a policy for increasing the use of labor 
intensive building materials manufacture, construction and 
contracting methods, based on studies to be conducted in the 
early stages of the project. 

(b) Io prepare a plan, acceptable to USAID for the programming of 
the funds intended for the ~~pansion of the capacity of the 
industry. Features of the plan would include: 

(a) An emphasis would be on the supply of materials used 
in low income housing; 
(b) A mix of investments suitable for S5Es and larger 
firms. 
(c) To the extent that is economically justified, the 
local component of the expenditure matches the imported 
content. 
(d) That the products are viable within a market economy, 
i.e. they can be manufactured at a price that is 
competitive with both locally produced and imported goods. 

15. Necessarv and Sufficient'S~eos 

The steps required to tpke these ac~i.ities to fruition are: 
1. Obtain agreement from wit~in the industry on the commodities 
required, as classified by the 8 digit Customs Tariff. 
2. Obtain the concurrence of t~e GOZ to placing these upon the 
OGIl or restricted OGIl. 
3. Obtain assurances from GOZ that sufficient funds will be held 
in order to meet the foreign e:cchange requirements of the 
construction industry, using the proceeds of the BG loan. 
4. Develop a methodology with the ZIC for identifying the 
procedures for evaluating and approving projects to increase 
capacity in the industry. 

" ,J':' 



Appendix 1: 

Illustrative list of cost of import requirements 
Classified by sector 

(Note: this list is complied on the basis of interviews with 
selected manufacturers: it may not represent all requirements) 

Part 1: Building materials industry 

1.1 Sector: Bricks 

Tariff 
Class. 

4010 1000 
4010 9100 
4016 9300 
7315 1100 
7315 1210 
7315 1910 
7318 1520 
7318 1590 
7318 2400 
7326 9020 
8414 1000 
8414 3090 
8414 9090 
8431 3900 
8459 6900 

8474 1000 
8474 2000 
8474 3900 
8474 8000 
8474 9000 
8474 9010 
8474 9090 
8482 1000 
8482 2000 
8482 3000 
8482 4000 
8482 5000 
8482 8000 
8482 9100 
8482 9900 
8483 4090 
8538 9000 

Product 

V belts 
Belts exceeding 20cm 
Gaskets Washers and other seals 
Rc,ller Chain 
Transmission chain 
Parts for chains 
Mild steel bolts 
High tensile bolts etc 
Cotter and split pins 
Fasteners for trans/con belt 
Vacuum pumps 
Compressor, other 
Parts for vac. pumps & comprssrs 
Winch parts 
Turning tool for roller milling 

parts 
Sorting, screening: etc mnchines 
Crushing or grinding machines 
Brickmaking machinery spares 
ditto 
ditto 
Brick machinery sps (casting) 
ditto (rolling) 
Bearings 
Taper roller bear:~;s 
Spherical roller bearings 
Needle roller bea=!~~s 
Other cylindrical ~ea=ings 
Other, inc. comb b~ll/roller pts 
Ball needles rollers and parts 
Bearings, parts other 
Gears, non engine 
Brick m/c switchgear parts 

Total annual requirement for ~rickmaking 

Annual Cost 
(US$ '000) 

US$ 400.000 



1.2 Sector: Cement 
Tariff 
Class. "Product 

4016 1000 -
4016 9900 Airslide canvas 
7208 4200 Boiler plate 
7219 2100 Stainless Steel plate 
7326 1100 Grinding media 
8311 1010 Specialist welding electrodes 

Electro-static spares 
8413 9100 F K Pump spares 
8414 9090 Compressor spares 
8421 3990 Air filters poly 153 
8431 3900 Earth moving spares 
8482 2000 Taper roller bearings 
8482 3000 Spherical roller bearings 
8482 4000 Needle roller bearings 
8482 5000 Other cylindrical bearings 
8482 8000 Other, inc. comb ball/roller pts 
8482 9900 Bearings, parts other 
8483 1090 Gear box spares 
8536 4900 Electrical spares 
8607 9100 Locomotive spares 
9026 8000 Process control spares 
9306 1000 Industrial bullets 

Total annual requirement for cement 

1.3 Sector: Fiber Cement 
Tariff 
Class. Product 

4010 9900 Conveyor belts 
4016 9900 Rubber moulds 
5911 9090 Machine Felts 
7314 1100 Wire Covers 
7326 9090 Stainless Steel Wir~ 

Steel templates 
8202 3200 Diamond tipped saw blades 
8208 9000 Circular cutting knives 
8209 0000 Tool tips 
8414 1000 Vacuum pumps 
8421 1900 Centrifuges: other 
8439 9900 Rectangular lists 
8441 9000 Suction Box covers 
8441 9090 Rectangular lists 
8456 9000 Vacuum box tops 
8482 1000 Bearings 
8482 8000 Other, inc. comb ball/roller pts 
8501 3200 DC motors electric 
8536 1000 Fuses 
8536 5000 Switches 
8541 3000 Thyristors 

Total annual requirement for fibre cement 

) 
) 
) 
) 
) 

Annual Cost 
(US$ '000) 

80 
80 

120 
200 

15 
100 
100 
160 
80 

500 

) 400 
200 

92 
20 
92 
W 

US$ 2.259.00Q 

"Annual Cost 
(US$ '000) 

20 
48 

170 
30 
20 
80 

4 
15 
10 
20 

1 
30 

2 
70 
25 
25 
60 

3 
3 

14 

US $650.000 



1.4 Sector: Small bore steel oiping 
Tariff 
Class. Product 

7228 6000 Rods and bars, other 
Total annual requirement for small bore 
piping 

Annual Cost 
(US$ '000) 

60 

US$ 60,000 



Part 2: Contractors' p~ant ~~d ;guipment 

2.1 Sector: Earthmoving egu:;0ent 

Tariff 
Class. Product 

Hydraulic hose 
Belts 

4008 1100 -
4009 5000 
4016 1000 
4016 9900 Belts 
8408 9990 Filters and fan belts 

Diesel engine parts 
8431 4100 -
8431 4900 Parts for earth moving machinery 
8482 1000 - 9900 
8483 1000 -
8483 6090 Hydraulic fittings 
8484 1000 -
8484-9000 Gaskets 

Annual Cost 
(US$ '000) 

200 
10 

100 
450 

1200 . 

1400 
400 

200 

200 

Total annual requirement for earthmoving US$ 4,160,000 

2.2 Small machinery 

2.2.1 Small Concrete Mixer Manufacture 

Tarrif 
Class Product Annual Cost 

Year 1 ·Subsequent years 

8407 9000 Lister engine 
8408 9000 Lister engine 

Total US$ 270,000 

2.2.2 Large concrete mL~er manufacture 

Tarrif 
Class Product Annual 

Year 1 
8407 9000 Lister engine 

8408 9000 Lister engine 
8423 8290 Weighing equipmen~ 
8483 1000 -
8483 9090 Transmission Parts 
8708 4090 Gearbox 
8716 9090 Axle parts 

Total Cost US; 270,000 

190,000 

Cost 
Subsequent years 

135,000 



2.2.3 Dumper Manufacture 

Tarrif 
Class Product 

7304 3910 Brake pipe 
7318 1000 -
7318 2990 Screws 
8407 9000 Lister engine 
8408 9000 Lister engine 
8409 9100 Block 
8412 2100 Master cylinder 
8483 1000 -
8483 9090 Transmission Parts 
8708 3990 Brake parts 
8708 4090 Gearbox 
8708 9300 Clutch 
8708 9490 Steering box 
8716 9090 Axle parts 

Total Cost 
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Annual Cost 
Year 1 Subsequent years 

US$ 510,000 180,000 



Part 3: Professional Egui~mer.t 

3.1 Su;veving instruments 
Tarrif 
Class Product Cost 

Year 1 Subsequent years 
(US$ '000) 

4202 1900 Containers 1 
8504 1090 Battery chargers 0.4 
8506 1900 Batteries 1.7 
8544 1900 Battery Cable 2.1 
9002 1190 Reflector prisms 3.4 
9015 2000 Theodolites 63 
9015 3000 Levels 38 
9015 8000 Electronic distance measurers 102 
9015 9000 Theodolite/level 

parts/accessories 

Total for surveying equipment 

3.2 Drawing office supplies 
3215 1100 Black ink 
3215 1900 Coloured ink 
3823 9090 Cleaning fluid 
4016 9200 Erasers 
8214 1000 Sharpeners 
8479 8990 Cleaning units - pens 
9017 1000 Drawing boards 
9017 2000 Scale rules, stencils etc 

47 

US$ 258,600 

9017 8000 Compass sets, measuring tapes etc 
9017 9000 Clutch pencils 
9603 3900 Drawing pens 
9608 9100 Nibs 
9608 5000 Pen sets 
9609 2000 Leads 

Total cost for three years US$ 120,000 

0.5 
0.2 
0.9 
0.9 
1 7 

46 
13 
40 

13 

116,200 
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AppendL"( 2 

Illustrative list of import requirements for certain industries. 
classified bv tariff number 

(Note: this list is'complied on the basis of interviews with 
selected manufacturers: it may not represent all requirements) 

Abbreviations: 
B Brickmaking 
C Cement 
DO Drawing Office supplies 
DU Dumper t=uck manufacture 
E Earthmoving 
FIC Fiber cement 
LCM Large concrete mixer manufacture 
S Surveyors 
SCM Small concrete mixer manufacture 
SIP Steel piping (small bore) 

1. BUILDING MATERIALS INDUSTRIES: 

1.1 CONSUMABLES AND MACHINERY PARTS 
Tariff 
Class. Product 
4009 1100 -
4009 5000 Hydraulic hose 
4010 1000 V belts 
4010 9100 Belts exceeding 20cm 
4010 9900 Conveyor belts 
4016 1000 Airslides and belts 

4016 9900 

4016 9300 
4016 9900 
5911 9090 
7208 4200 
7219 2100 
7228 6000 
7314 1100 
7315 1100 
7315 1210 
7315 1910 
7318 1520 
7318 1590 
7318 2400 
7326 1100 
7326 9020 
7326 9090 

8202 3200 

Airslides and belts 

Gaskets Washers and other seals 
Rubber moulds 
Machine Felts 
Boiler plate 
Stainless Steel plate 
Rods and bars, other 
Hire Covers 
Roller Chain 
Transmission chain 
Pa!'ts for chains 
Mild steel bolts 
High tensile bolts e~c 
Cotter and split pi~s 
Grinding media 
Fasteners for translcon belt 
Stainless Steel Wire 

Steel templates 
Diamond tipped saw blades 

Sector 

E 
B 
B 
FIC 
C 
E 
C 
E 
B 
FIC 
FIC 
C 
C 
SIP 
FIC 
B 
B 
B 
B 
B. 
B 
C 
B 
FIC 
FIC 
FIC 
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Circular cutting knives 
Tool tips 

8208 9000 
8209 0000 
8311 1010 .Specialist weldi~g elect=odes 

Electro-static spa=zs 
8409 9990 
8409 9990 
8413 9100 
8414 1000 

8414 3090 
8414 9090 
8414 9090 
8421 1900 
8421 3990 
8431 3900 

Filters and fan belts 
Diesel engine parts 
F K Pump spares 
Vacuum pumps 

Compressor, other 
Compressor spares 
Parts for vac. p~ps & comprssrs 
Centrifuges: other 
Air filters poly 1;3 
Earth moving spares 
Winch parts 

Parts for earth moving machinery 
Rectangular lists 
Suction Box covers 
Rectangular lists 

8431 4100 -
8431 4900 
8439 9900 
8441 9000 
8441 9090 
8456 9000 
8459 6900 

Vacuum box tops 

8474 1000 
8474 2000 
8474 3900 
8474 8000 
8474 9000 
8474 9010 
847 l , 9090 
8482 1000 

Turning tool for roller milling 
parts 

Sorting, screening, etc machines 
Crushing or grindi~g machines 
Brickmaking machinery spares 
ditto 
ditto 
Brick machinery sps 
ditto (rolling) 
Bearings 

(casting) 

(8482 1000 - 9900) 
8482 2000 Taper roller bearings 

8482 3000 Spherical roller bearings 

8482 4000 Needle roller bear:~gs 

8482 5000 Other cy1indrica~ be:=:ngs 

8482 8000 Other, inc. comb ~~::/roller pts 

FIC 
F/C 
C 
C 
E 
E 
C 
B 
C 
F/C 
B 
C 
B 
F/C 
C 
C 
B 

E 
F/C 
F/C 
F/C 
F/C 

B 
B 
B 
B 
B 
B 
B 
B 
F/C 
B 
C 
E 
B 
C 
B 
C 
B 
C 
B 
C 
B 
F/C 
C 

8482 9100 Ball needles rolle:·s and parts B 
(continued over) 



8482 9900 Bearings, parts other B 
C 

8483 1000 -
8483 6090 Hydraulic fittings E 
8483 1090 Gear box spares C 
8483 4090 Gears, non engine B 
8484 LOOO -
8484-9000 Gaskets E 
8501 3200 DC motors e1ectri~ FIC 
8536 1000 Fuses FIC 
8536 4900 Electrical spares C 
8536 5000 Switches FIC 
8538 9000 Brick m/c switchgear parts B 
8541 3000 Thyristors FIC 
8607 9100 Locomotive spares C 
9026 8000 Temperature control spares C 
9306 LOO\1 Industrial bullets C 

~V;\, ... 



2. BUILDING EQUIPMENT r-wsUFACTURE 
(Concrete mL~ers, dumpers etc) 

7304 3910 Brake pipe 
7318 1000 -
7318 2990 Screws 
8407 9000 Lister engine 

8408 9000 Lister engine 

8409 9100 Block 
8412 2100 Master cylinder 
8423 8290 Weighing equipment 
8483 1000 -
8483 9090 Transmission Parts 

8708 3990 Brake parts 
8708 4090 Gearbox 

8708 9300 Clutch 
8708 9490 Steering box 
8716 9090 Axle parts 

DU 

DU 
SCM 
LCM 

DU 
SCM 
LCM 

DU 
DU 
DU 

LCM 

LCM 
DU 
DU 

LCM 
DU 
DU 
DU 

LCM 
DU 

i.,. 
'I \: ' 
t) 



3. PROFESSIONAL EQUIPMENT 

Surveying instruments 
4202 1900 Containers 
8504 1090 Battery chargers 
8506 1900 Batteries 
8544 1900 Battery Cable 
9002 1190 Reflector prisms 
9015 .2000 Theodolites 
9015 3000 Levels 
9015' 8000 Electronic dis~ance measurers 
9015 9000 Theodolite/level.parts/accs 

S 
S 
S 
S 
S 
S 
S 
S 
S 

Drawini office supplies 
3215 1100 Black ink DO 
3215 1900 Coloured ink DO 
3823 9090 Cleaning fluid DO 
4016 9200 Erasers DO 
8214 1000 Sharpeners DO 
8479 8990 Cleaning units - pens DO 
9017 1000 Drawing boards DO 
9017 2000 Scale rules, stencils etc DO 
9017 8000 Compass sets, measuring tapes etc DO 
9017 9000 Clutch pencils DO 
9603 3900 Drawing pens DO 
9608 9100 Nibs DO 
9608 5000 Pen sets DO 
9609 2000 Leads DO 



AppendiX 3 

Persons Met/Interviewed 
Ministry of Public Construction and National Housing 
Mr Paul Kodzwa, Secretary 
Mr Vengasayi, Directo~ of Works 
Mr Tafangombe, 

, Treger Industries 
Mr Knill 

Turnall 
Mr Mkushi, General Manager 
Mr Chikwanda, Financial Accountant 
Mr R Hutchinson. Project Manager 

Willdale Bricks 
Mr McGeogh, General Manager 
Mr Brock 

Caterpillar/Zemco 
Steve Ernsley, Sales Manager 
Bryan Schaefer, Engine Representative, Caterpillar Oversease 
S.A. 

CIFOZ 
Keith Butterfield, Chairman 
Willie Ralph 
Barry Brunette, Secretary General 

ZBCA 
Chris Mapondera, Vice President 

Prodorite 
Dave Morris, Managing Director 

Circle Cement 
Greville George, General Manager 
Ian Coulter, Commercial Manager 
Mr Wakatama, Production Manager 

United Portland Cement 0, 

J B Stobbs, Managing Director 

Dulux 
Brian Blake, Managing Directc= 

Stewarts and Lloyds 
Mr Bickerton, General Manage= 

Fort Concrete 
Dave Shelton, Managing Director 
Mr Holshausen 



ZIMBABWE PRIVATE SECTOR HOUSING 

PROGRAMME DESIGN: 

FINANCIAL SYSTEMS ANALYSIS 

MAY 1992 

ANNEX III-A.2 
Page 1 of 56 



ANNEX III-A.2 
Page 2 of 56 

ZIMBABWE PRIVATE SECTOR HOUSING PROGRAMME DESIGN: 

PREPARED FOR: 

BY: 

FINANCIAL SYSTEMS AN.4..L YSIS 

OSAID (HARARE) 

MERCHANT BANK OF CENTRAL AFRICA LIMITED 

(Reqistered Acceptinq House) 

arch 1992 

The information contained in this report is qiven without any 

responsibility on the part of Merchant Bank of central Africa 

Limited. 



TABLE OF CONTENTS 

ANNEX-III A.2 
Page 3 of 56 

PAGE NUMBER 

EXECUTIVE SUMMARY . . . i 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

INTRODUCTION . . . . 
STRUCTURE OF THE ZIMBABWE1~ FINANCIAL SYSTEM 

EXISTING LOW COST HOUSING DELIVERY SYSTEM 
3.1. HISTORICAL BACKGROUND .... 
3.2. THE EXISTING SYSTEM •.•... 
3.3. NATIONAL HOUSING FUND (NHF) AND 

DEVELOPMENT LOAN (GDL) BUDG~TS 
GENERAL 

FINANCIAL SITUATION OF THE BUIJ.LlING SOCIETIES 
4 • 1 • BACKGROUND . . . . . . . . . . . . . . . 
4.2. FINANCING OF THE BUILDING SOCIETIES JUNE 1991 

TO JANUARY 1992 . . . . . . • . . . . 

FINANCIAL OUTLOOK FOR THE BUILDING SOCIETIES 

LOW INCOME HOUSING FINANCING STRATEGY 

TRANSITIONAL STRATEGY . . . .. ... 
7.1. ELIMINATED APPROACHES. . . .. . .. 
7.2. RECOMMENDED TRANSITIONAL APPROACHES. 

LONG 
8.1. 
8.2. 
8.3. 
8.4. 

8.5. 

TERM STRATEGY FOR THE BUILDING SOCIETIES . . . . 
INTRODUCTION . . . • . . . . . . . 
MACROECONOMIC ENVIRONMENT . . . . . . . . 
CONTINUATION OF EXISTING DEPOSITS . . . . 
THE NEGOTIABLE HOUSING CERTIFICATE OF 
DEPOSIT . . • . . . . . . . . . 
THE SECONDARY MORTGAGE MARKET . 

1 

2 

5 
5 
5 

6 

7 
7 

7 

10 

12 

14 
14 
17 

22 
22 
22 
23 

25 
27 

EXPANDED FINANCIAL SECTOR REFORM . . • . . 29 
9.1. INTRODUCTION . . . . . . . . . . 29 
9.2. THE N1*.TURE OF FINANCn.L REGULATION IN 

ZIMBABWE . . . . . . . . . . . . 29 
9.3. f,FFECTS OF REGULATIONS ON SEGMENTATION . . . . 32 
9.4. LONG TERM POLICY IMPLICATIONS.. ...... 33 
9.5. MUNICIPAL BONDS. . . . . . . . . .. ... 34 

TECHNICAL ASSISTANCE TRAINING REQUIREMENTS OF THE 
PROGRAM . . . . . . . . . . . . . . . . . . 39 
10.1. ~ECONDARY MORTGAGE MARKET . . . . . . 39 
10.2. MUNICIPAL BONDS. . . . . . . . . . . . . • 39 
10.~. FINANCIAL DEREGULATION . . . . 39 



[iJ 

EXECUTIVE S~IARY 

AN~EX- I:::r A. 2 
Page 4 of 56 

1 In designing a low cost shelter proglam called the Zimbabwe 
Private sector Rousing Program Development (the program), 
USAID/Zimbabwe's goal is to increase the private provision 
of housing for low income households. 

2 In the Financial Systems Analysis, contained in this report, 
the objective is to explore ways in which the Zimbabwean 
private housing financial market can be broadened and 
deepened to attract pr i vate investment for long-term housing 
finance. In striving to achieve this objective due 
cognisance is taken of:-

and 

economic conditions in the transition to a liberal 
economy 

the long term objectives of Government for the 
financial sector. 

3 The report has found that much progress has been made in the 
provision of low income housing by private sector finance 
since the mid-1980's. The majority of superstructure 
development is currently being financed by private sector 
institutions (either building societies, employers or 
individual savings) with infrastructure being largely 
dependent on Government funding. 

4 The findings of the report conclude that real 
decapitalisation of the Building Societies was occurring 
from January 1992~ This is due to a rapid rise i:1 interest 
rates in the money market and banking sectors in the latter 
half of 1991 as well as the decision by the Reser\e Bank to 
continue interest rate controls on the hous ir.:; finance 
sector. The Building Societies' inability to compete with 
these rates could have severe implications for the provision 
of housing finance in the immediate future. 

5 It is the Govarnment of Zimbabwe's intention to maintain low 
income mortyages at their present 15% level over the 
transitional period, although all housing finance interest 
rates will be liberalised by the end of ESAP. If interest 
rates increase to levels beyond 15% there is the risk that 
$1,7 billion of Building societies could be lost through 
defaults. The World Bank concurred with this policy. Given 
this constraint, money market rates would have to decline 
significantly to allow building societies to raise money on 

, "~I 

I \ 
j' 
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the open market. They do not however have to come down to 
levels below the mortgage rate for low income housing 
because of the possibility of cross-subsidisation. Building 
societies can charge higher mortgage rates for commercial 
and industrial mortgages which can then be used to subsidise 
low income housing. 

6 Building societies have committed 25% of their portfolio for 
long-term low income housing finance. 

7 In light of the prevailing economic conditions, a three
pronged approach is being proposed for the program: 

(a) A transitional strategy to ensure that the delivery 
of low income housing by the private financial 
sector is not interrupted during Zimbabwe's period 
of structural adjustment. 

(b) A long term strategy to ensure that systematic 
changes are being made to the financial sector to 
optimise the investment of private sector savings 
and investment into housing. 

(c) An expanded financial sector reform to promote more 
competition in the financial system. 

8 The objective of the transitional strategy is to r.:1ise 
housing finance which is still affordable to the low income 
groups over the next two years. This means specifying short 
term financial instruments that will raise funds at a cost 
of money lower than the low income mortgage rate. Open 
market instruments are precluded in the transition, as 
inflation and interest rates are anticipated to be sustained 
at high levels. 

9 Eleven potential transitional instruments were identified; 
five are recommended for implementation, with three already 
being pursued by Government and the Building societies. 

10 With regard to the three financial instruments in the 
process of implementation it is recommended that: 

the program should support the implementation of the 
Housing Bond instrument and recommend the waiver of 
the housing benefit tax. The housing benefit tax is 
a tax on the difference between the interest rate 
charged by the building societies and the interest 
charged to an employee by the employer on a mortgage 
bond. 

the program promotes the effective utilization of 
surplus funds (these are undistributed profits of 
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foreign companies) as a short term instrument to 
improve the liquidity situation of the Building 
Societies over the transition. The investment of 
surplus funds is controlled by the government. It 
is likely that surplus funds will be exhausted by 
the end of ESAP. 

in 1986 the building societies were allowed to issue 
tax free Class C Paid Up Permanent Shares (PUPS). 
There are limits on the amounts individuals and 
companies can invest in PUPS. Over the structural 
adjustment transition the tax free ceiling on Class 
C shares should be constantly reviewed in the light 
of; 

(a) Government fiscal targets 

(b) real effective demand for low income housing 

with the objective of raising these ceilings as 
economic conditions permit. The current ceilings of 
$250 000 for individuals and $120 000 for companies 
limit the amounts that building societies can raise 
through the Class C shares. 

11 A new transitional measure is proposed. Its implementation 
is largely dependent on the availability of grant funds from 
USAID. The recommendation is as follows:-

that USAID grant money be used for the purchase of 
blocked funds for redeployment in the long term 
finance of low income housing. This should be done 
through building societies. The building societies 
will be required to raise an equal amount on the 
market to finance low income housing. The total 
effect will be to double the amount available for 
low income housing finance. This recommendation is 
made subject to USAID being satisfied that 
inflationary influences are minimised, ar.d a 
satisfactory system for channeling the funds is 
agreed. 

12 Under the long term strategy, the following recommendations 
are being made:-

Share and deposit instruments currently at the 
disposal of the Building Societies be continued, 
with ceilings on these limits being lifted as 
competitive pressures increase in the financial 
sector. 

The program should support the rapid implementation 
of the issue of NHCD's. This should be done despite 
the fact that in the transition they cannot be used 
to raise finance for low income housing because of 
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the current high money market interest rates. An 
early development of the NHCD would set the stage 
for the time when the instrument will be necessary. 
The NHCD could also be used to finance other 
Building Society activities in the interim period. 
It is further recommended that in the longer term, 
when interest rates have stabilised, the NHCD should 
be viewed as an important instrument in the 
provision of funds for the low income earner. 

Under the program, support should be given to key 
actors in the housing finance sector to prepare for 
the creation of a Secondary Mortgage Market. The 
secondary mortgage market occurs when building 
societies sell their mortgages to investors at a 
discount. The key actors in the market would be the 
building societies, pension funds and insurance 
companies. 

13 Under the expanded financial sector reform, the following 
are being proposed: 

Steps should be taken to explore the potential for 
and implementation of the issue of Municipal Bonds 
to raise finance for municipalities. These bonds 
are already in existence in Zimbabwe and constitute 
prescribed assets for insurance and pension funds. 
The bonds can be used for specific municipal 
projects or general operating expenses. 

It has been observed that there is substantial 
segmentation on the financial system which results 
in inefficiency. In line with Government's 
liberalization strategy, deregulation of the 
financial market by 1995 should be supported. This 
will have the effect of desegmentation and 
increasing competition among the financial 
institutions. In order to avoid financial 
turbulence, this process should take due cognisance 
of prevailing monetary and fiscal conditions. 

14 For the successful implementation of the above 
recommendations, additional Training and Technical 
requirements were identif ied for the execution of the 
following instruments:-

Secondary Mortgage Market. Building societies 
should be trained in the packaging and selling of 
mortgages. An expert on the secondary mortgage 
market should be brought into Zimbabwe to study the 
possibility and methods of developing a secondary 
mort.gage market. 

Issue Of Municipal Bonds. Local authorities need to 
be trained in the use of municipal bonds for both 
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general purposes as well as specific purposes. T,he 
local authorities would have to improve their 
financial reporting and management. 

Furthermore, there is a need for technical assistance and 
training in the following areas: 

An indepth study of the financial system and the 
nature of segmentation in the system. 

Building societies would have to be trained in areas 
of portfolio management. 

Government and Reserve Bank officials should be 
trained in appropriate regulation of housing 
finance. 



[v] 
ANNEX III-A.2 
Page 8 of 56 

general purposes as well as specific purposes. The 
local authorities would have to improve their 
financial reporting and management. 

Furthermore, there is a need for technical assistance and 
training in the following areas: 

An indepth study of the financial system and the 
nature of segmentation in the system. 

Building societies would have to be trained in areas 
of portfolio management. 

Government and Reserve Bank officials should be 
trained in appropriate regulation of housing 
finance. 



[1] 

1. INTRODUCTION 

ANNEX III-A. 2 
Page 9 of 56 

USAID/Zimbabwe is designing a low cost shelter program 
called the Zimbabwe Private Sector Housing Program 
Development (hereafter termed the program), to assist in 
increasing the private provision of housing for the urban 
poor. One of the constraints noted by USAID in this regard 
was the "inadequate incentives for attracting private 
financial resources to housing, resulting in limited 
availability of private mortgage finance for low income 
housing" . 

The objective of this study is therefore to explore ways in 
which the Zimbabwean private sector housing financial market 
can be broadened and deepened to; 

ensure the optimal funding of low income housing 
from private sector resources with the creation of a 
liberal economy 

g1ven prevailing and anticipated economic 
conditions, to recommend financial instruments which 
have the effect of increasing the volume of loanable 
funds to low income housing. 

The methodology pursued was to interview and gain relevant 
informa'i:ion from the Building Societies, Government, Reserve 
Bank of Zimbabwe, the World Bank and local financial 
institutions. Various financing options were then discussed 
with USAID. The ensuing report is a product of this 
process. 

In sections dealing with the Long Term and Transitional 
strategies recommendations are made for the changes in the 
housing financial sector which should be addressed under the 
proposed program. These proposals involve both systemic 
changes to housing finance and changes of a more short term 
nature. 

,-
r" .. ' 
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zimbabwe has a well developed financial sector which spans 
a central bank, discount houses, commercial banks, merchant 
banks, finance houses and building societies. The sector 
plays an important role in the economy. The key 
institutions in the money and capital markets are as 
follows: 

RESERVE BANK OF ZIMBABWE CRBZ) 

The Reserve Bank carries out normal central bank 
activities on behalf of government, of regulating the money 
supply, interest rates and controlling credit. In addition 
it administers exchange controls and holds all foreign 
exchange reserves. The functions of the RBZ will decline as 
ESAP progresses and the economy is deregulated. Interest 
rates will be market determined. 

DISCOUNT HOUSES ; 

There are three discount houses: these are BARD Discount 
Company Limited, Discount Company of Zimbabwe Limited and 
Intermarket Discount House. The discount houses provide a 
capital market for short term paper, taking up excess funds 
from the banking system, which includes the discounting of 
trade bills. The houses optimise their portfolio of 
securities, which range from negotiable certificates of 
deposit to treasury bills and Agricultural Marketing 
Authority (AMA) Bills. Under ESAP more discount houses will 
emerge and will be important in providing a market for new 
financial instruments. 

MERCHANT BANXS..l 

There are fol!r merchant banks which are: Merchant Bank of 
Central Afrlca-- Limited, First Merchant Bank Limited, 
Standard Chartered Merchaut Bank Zimbabwe Limited, and 
syfrets Merchant Bank Limited. 

The merchant banks offer acceptance credit facilities 
(against trade and stock bills) and loan finance, open 
letters of credit and arrange external lines of credit. 
They also provide services in the areas of corporate 
finance, project finance, countertrade and portfolio 
management. As the ESAP proceeds, merchant banks will enter 
into activities that have been done by commercial banks. 
This will be a result of deregulation and competition. 

COMMERCIAL BANKS L 
/ 

The commercial banks in Zimbabwe are: ANZ Grindlays 
Limited,Commercial Bank of Zimbabwe Limited, Barclays Bank 
of Zimbabwe Limited, Standard Chartered Bank Zimbabwe and 
Zimbabwe Banking Corporation. 
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The commercial banks' activities centre on current accounts, 
savings accounts, fixed deposits, overdraft financing and 
also provide acceptance credit financing. Commercial banks 
will compete more under ESAP and provide new financial 
services as the reform programme progresses. 

BUILDING SOCIETIES ~ 

There are four building societies in zimbabwe: these are 
Beverley Building Society, Central African Building Society, 
Founders Building Society and The Zimbabwe Building Society. 
The Zimbabwe Building Society has just been registered and 
has not started operating. They provide mortgage finance for 
low, middle ana high income households as well as industrial 
and commercial buildings. 

Investments in building societies include: Class C paid up 
permanent shares, subscription shares, fixed deposits and 
savings deposits. (Class C of permanent shares are tax 
free). Building societies will evolve under ESAP and issue 
new financial instruments for raising funds. They may also 
develop a secondary mortgage market. 

POST OFFICE SAVINGS BANK (POSB) 

The POSB is state owned, allows tax free deposits, with 
prescribed ceilings, for companies and individuals. The 
POSB is a key source of finance for government requirements. 
As the government budget deficit is reduced, the advantages 
that the POSB has over other financial institutions may be 
reduced under ESAP. 

FINANCE HOUSE;S ~ 

These are: 

Grindlays Industrial and Commercial Finance Limited 
Fincor Finance Corporation Limited 
Scotfin Li~ited 
Standard Chartered Finance Zimbabwe Limited 

and udc Limited 

The finance companies provide hire purchase, leasing and 
instalment finance as well as factoring of debts. These 
institutions will be more involved in providing mortgage 
finance for industrial and commercial buildings under ESAP. 
This may reduce the pressure on'building societies. 

AGRICULTURAL FINANCE CORPORATION (AFC) 

The AFC, which is state owned, provides short to long term 
loans, to companies, co-operatives and individuals for 
agricultural production. 

DEVELOPMENT FINANCE 

ZIMBADWE DEVELOPMENT BANK (ZDB) 
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ZDB provides medium to long term project financing, 
including the foreign component of the finance. (It 
is 51% GOZ owned, with European shareholders in 
addition to the Commonwealth Development corporation 
(CDC), the African Development Bank (ADB) and RBZ). 

SMALL ENTERPRISES DEVELOPMENT CORPORATION (SEDCO) 

The major objective of SEDCO is to provide finance 
for the· small enterprise sector. 

PENSION FUNDS, PROVIDENT AND RETIREMENT ANNUITIES 

These contractual savings institutions are governed by the 
1976 Pension and Provident Funds Act. 60% of their assets 
have to be held in approved securities. This regulation 
will be removed under ESAP. 

INSURANCE COMPANIES i{:-

There are over sixty insurance companies operating in 
Zimbabwe. They are governed by the 1966 Insurance Act. The 
Zimbabwe Reinsurance Corporation (Zimre) reinsures a 
percentage of all new insurance risk. 

ZIMBABWE CREDIT INSURANCE COMPANY (ZCIC) 

ZCIC Insures against commercial and political risk for 
export transactions. ZCIC can also advise on the credit 
worthiness of foreign buyers. 

CONCLUSION 

In general Zimbabwe's financial sector is modelled on post 
second world war British financial institutions with clear 
segmentation of the market. For example, the Merchant Banks 
concentrate on acceptance credit finance and the commercial 
banks on overdraft finance, while building societies 
concentrate on mortgage finance. The sector has also been 
highly regul~ted with controls on interest rates, nature of 
deposit taking and credit allocation. 

The financial sector plays an important role in the 
Zimbabwean economy. In June 1991, savings with Commercial 
Banks, Merchant Banks, Finance Houses, POSB and Building 
societies were $7,8 billion. The sector has been changing 
slowly since interest rates became volatile and high. There 
is a need for an indepth study of the financial sector in 
Zimbabwe as well as possibilities of deregulating it. 
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Prior to independence the financing and the 
provision of low income housing was the 
responsibility of Government. Finance from the 
National Housing Fund (NHF) channelled through local 
authorities provided the principal source of funds 
for low income housing. The housing provided was 
generally rental accommodation. At independence the 
government successfully moved to a policy of 
homeownership. With the adoption of new financial 
mechanisms in the late 1980's, Government actively 
promoted horne ownership in housing through building 
societies and self-help. 

3.2. THE EXISTING SYSTEM 

The existing system of housing delivery relies 
principally on public finance to provide the 
infrastructure (such as serviced stands) and private 
sector finance to provide the superstructure (ie., 
construction of the housing unit) . 

There are two central Government sources of finance 
for housing. These are the General Loan Fund (GLF) 
administered by the Ministry of Local Government 
Rural and Urban Development (MLGRUD) and the 
National Housing Fund (NHF) administered by the 
Ministry of Public Construction and National Housing 
(MPCNH). The GLF is used to fin~nce the provision 
of bulk infrastructure, such as access roads trunk 
sewers and treatment works as well as main water 
pipelines. This is termed "off site" 
infrastructure. "On si te" infrastructure is 
provided ,by the NHF, which includes water 
reticulation within the housing estate itself. The 
NHF I up to 1987, was also the major G0vernment 
source of finance for the provision of 
superstructure. 

In 1987 following the introduction of the Building 
Society Class C shares in November 1986, the cost 
of money to the Building societies was significantly 
lowered as these shares were tax-free. The 
computerisation of the Building society operations 
allowed the housing finance industry to handle more 
business at lower margins. As a consequence, the 
Building societies were able to expand their annual 
low income mortgage business from virtually nothing 
in 1986 to 3,147 mortgages in 1987, to a peak of 
5,578 in 1989. Annual additional advances were 
more or less sustained at 5,559 in 1990 and 5,534 in 
1991. Building Societies have therefore become one 
of the principal providers of finance for s~per-
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3.3. NATIONAL HOUSING FUND (NHF) AND GENERAL DEVELOPMENT 
LOAN (GDL) BUDGETS 

The Balance Sheets for the NHF are given as per 
Table 1.' 

As of 31 December 1991, local authorities owed the 
NHf $51 million. The four largest municipalities, 
Harare, Bulawayo, Gweru and Mutare generally 
maintain their balances up to date. The smaller 
authorities, on the other hand tend to experience 
repayment problems due to poor recurd keeping rather 
than non-repayment by beneficiaries. In some 
councils these repayments have been diverted to 
support other unrelated accounts. This has caused 
cash flow problems and arrearages with the NHF. 
Under the Urban II project, technical assistance 
will, be provided to local authorities to set up 
separate Housing Funds. This problem will thus be 
resolved. 

As at 30 November 1991, the NHF annuities to the 
Ministry of Finance Economic Planning and 
Development (MFEPD) were $46 million in arrears. 
Due to arrears from local authorities, in Decemb~L 
1991, the NHF was only able to service about 50% of 
the amount of interest due. In addition, the 
servicing of private sector loans contracted by the 
NHF before 1980, such as from the building societies 
and the insurance companies, has also contributed to 
the arrears to MFEPD. This is because the interest 
rates on the private sector loans to NHF have been 
periodically adjusted in line with market 
conditions, while the NHF has not been able to pass 
on these rates to the local authorities. The latt \ 
rate is determined by the rate at which the NUl 
borrows from MFEPD. This rate is currently at 10,5% 
and is due to increase to 11,0% in July 1992. 

The General Development Loan (GDL) was establist~J 
to provide finance for primary infraS'~~ruct:.ure 
requirements. The fund is used to finance major 
water pipes, sewerage, main trunk roads, plant and 
equipment, schools and local clinics. :nterest is 
charged at 10,5% per annum and will rise to 11% from 
July 1992. The GDL has experienced poor repayments 
from local authorities because of the narrow revenue 
base of the smaller councils. 
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4. FINANCIAL SITUATION OF THE BUILDING SOCIETIES 

4.1. BACKGROUND 

Until August 1990 the Building societies were in a 
relatively comfortable situation with regard to 
liquidity. However, in August 1990 Government made 
its fi~st move to liberalise interest rates in the 
money market and the banking system. This led to a 
tightening of the monetary situation and greater 
competition for deposits. In the face· of these 
trends Building Societies were allowed to increase 
their mortgage and deposit rates in February 1991. 
In spite of this situation, building societies 
continued to be liquid. 

However July to September 1991 witnessed a 
significant devaluation of the Z$ (37% against the 
US$) and rapid increases in the money market and 
bank lending rates. Fluctuations of money market 
rates increased. In general, Building societies 
were, however, forced to compete against rates of up 
to 30% in the financial market. This led the 
monetary authorities to make a further adjustment to 
Building Society rates on 5 september 1991. 
(See Table 2 for details of this adjustment) 

Despite these adjustments the Building Societies 
expressed concern that there was a serious risk of 
decapitalisation. This was because most of their 
deposit rates were not competitive against money 
market rates. The only competitive building society 
deposit was the tax-free share. 

The average cost of funds to the largest Building 
Society (as of the end of January 1992) was 
estimated to be 13,9% and its average return on 
money was 16,0%. Variations on these percentages 
occur in the other Building societies dependent on 
their debt and asset portfolios. 

The market share of the Building Societies at the 
end of February 1992 in terms of their mortgage 
advances was Beverley 29,34%, CABS 54,26% and 
Founders 16.40%. Market shares on Total Shares and 
Deposits was Beverley ·28,62%, CABS 53,?4% and 
Founders 18,1~%. 

4.2. FINANCING OF1'HE BUILDING SOCIETIES JUNE 1991 TO 
JANUARY 1992 

In order to assess the effect interest rate 
movements have made on the Building Societies, an 
analysis of their share and deposit levels was 
carried out from June 1991, prior to major money 
market movements to January 1992 which is the latest 
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available information. 

Table 3 summarises the level of shares deposits and 
savings of the Building societies over the June, 
1991 to January, 1992 period. 

Total sbares and deposits. Over the seven month 
period total shares and deposits being attracted 
into the Building societies rose by 4%. Infl&tion 
figures for the period have not as yet been 
published. However wj '":h annualised inflation to 
January 1992 estimated C1t 29% it can be concluded 
that real decapitalisation of share and deposit 
levels did occur over the period. This does not 
mean that the nominal amount of these deposits 
declined. The figures have not been seasonally 
adjusted but they do further indicate that after 
marginal growth to December 1991 there was a fall in 
shares and deposits in January 1992. 

Disaggregating the figures into the various 
investments in the Building Societies 
clearer picture of recent trends in the 
funds. 

possible 
gives a 
flow of 

Permanent and subscriDtion Shares. Permanent 
shares with building societies may only be redeemed 
upon six months notice. There is no limit on the 
amount that can be invested in permanent shares. 
Subscription shares can be purchased· monthly and 
have minimum and maximum periods of two years and 
ten years respectively. An individual can invest a 
maximum of $700 000 and a company a maximum of $1,3 
million in subscription shares. These shares 
witnessed declines of 10% and 33% respectively from 
June 1991 to January 1992. Funds invested in these 
shares tend to come from corporate and larger 
investors. Whilst these shares offered returns 
ranging from 12% to 14% over the period, the money 
market and banking system wera offering returns of 
the order of 20% to 40%. It is not surprising that 
there w~s a flight from societies of this type of 
capital. 

Fixed Deposits. Again these deposits attract the 
corporate and large scale investor and local 
authorities. The period under review saw a 17% 
reduction of this form of funding. Even medium 
range individual depositors were reported to have 
removed their funds from Building societies to other 
financial institutions over the period. Aggregation 
of funds by small size investors allowed them to 
reinvest in the money market at higher returns. 

savinqs. The Building Societies, especially CABS, 
have over recent years taken on a commercial banking 
type role for the lower income groups. Thede groups 
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have limited access to higher return investments in 
the banking and monetary sector and principally 
utilise the Building Society system to channel their 
monthly earnings. Investments of this nature were 
not, therefore, attracted into alternative 
instruments and they grew by 6% over the period. 
Seasonal fluctuations, with the payment of a bonus 
at the year end account for the: drop in saving 
levels at the end of January compared with the end 
of December. 

Tax Free Pups. On the positive side, Tax Free Pups, 
which are explicitly linked to reinvestment in low 
income housing, grew by 22% over the period. This 
form of i~vestment in the Building Societies thus 
increased in real terms. These shares, with a 
nominal return of 12.65%, over the period provided 
an effective return of +/- ~5,3% for both individual 
and corporate investors. Ceilings on this type of 
investment did limit growth, especially for 
companies which were restricted to investments of 
$80 000. Relative to inflation these shares did,' 
however, continue to prove attractive. 

Globally Tax Free Pups and savings have become more 
important sources of income for Building societies 
over the period, while Permanent Shares and Fixed 
deposits have declined in importance. (See Graphs 1 
and 2.) This reflects the more attractive returns 
available to large sca) e investors in the money 
market and banking system and the limited ability to 
invest in the tax free instrument due to ceilings. 
This also reflects the government's policy to keep 
mortgage rates down. 

To conclude, although there was nominal growth in 
building societies' capital, real decapitalisation 
was occurring beginning in January 1992 and this 
could have severe implications for the provision of 
housing finance in the immediate future. There is 
however strong indication of the high priority of 
shelter in the government's policy. There is need 
for new instruments to raise housing finance in t~e 
country. 
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5. FINANCIAL OUTLOOK FOR THE BUILDING SOCIETIES 

Government has embarked upon an Economic Reform Programme. 
The period of adjustment was envisaged to take place over 
1991 to 1995. In view of the fact that the Building 
Societies are the major providers of finance for low income 
housing superstructures it is important that some prognosis 
of their situation is made over the period of transition. 

In the case of the Building Societies, there appear to be 
two conflicting policy positions being taken by Government 
and the Reserve Bank of Zimbabwe. 

The primary monetary policy measure is to tighten up 
liquidity in order to stabilise the macroeconomic situation 
in a period when trade and price controls are being lifted. 
This involves financing Government expenditure with private 
savings with the consequent increase in the cost of money to 
real rates. This monetary approach was started in August 
1990, with substantial increases in the cost of money in the 
latter half of 1991. Money market rates, depending on the 
nature of the funding, as of March 1992, vary between 21% 
ana 36%. 

In contrast, Government policy with regard to low income 
mortgages is to keep them affordable over the ESAP period. 
In discussions with Government and the RBZ, it would appear 
that this means maintaining low income mortgage rates at 15% 
per annum level. Above this level, it is submitted that 
purchasing power becomes a major problem for the low income 
earners. It has been stated that mortgage rates above the 
current levels would result in defaults and the building 
societies would lose $1,7 billion of their portfolio. This 
view is supported by local World Bank representatives. The 
major obstacle to an increase in mortgage rates is politics 
and the risk of defaults on repayments. 

These two conflicting policy stances obviously present a 
major prcblem to the Building Societies. In maintaining a 
15% mortgage rate to low income earners, they c~nnot 
effectively compete for deposits with the monetary/banking 
sector. 

The building societies, however, also provide mortgages for 
high and middle income housing, industrial and commercial 
buildings. The mortgage rate for middle and high income 
housing is 17%. The interest rate for commercial property 
is 32%, while for industrial property is 18,5%. There are 
other rates for non-owner occupied housing which depend on 
whether the loans are new or existing. 

The problem is further compounded by the drought presently 
being experienced in the country. Government's "Framework 
for Economic Reform" published in January 1991 forecast 
inflation as a percentage change in the GOP deflator, at the 
following levels: 

( '. 
lJ' 
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, CHANGE G.D.P. DEFLATOR 

14,0 12,0 10,0 10,0 

The consumer pr.ice index to December 1991 indicates that 
inflation was running at 28%. The drought experienced in 
the 1991/92 season means that all Government forecasts over 
the structural adjustment period will have to be revised. 
Large levels of food imports are required which will entail 
a major revision to Government's fiscal and monetary 
forecasts. These revisions have not as yet been carried 
out, but there is consensus among officials from the Reserve 
Bank and the World Bank that there will be an increase in 
inflation. 

This means that inflation is likely to be higher for longer. 
The inflation forecast for 1992 is 25%. Longer term 
forecasts are difficult until a clearer picture of costs of 
the drought and the method of financing imports emerges in 
conjunction with ~ revision of Government fiscal and 
monetary figures. 

The implication for the Building Societies is that their 
financing problem, given a maximum low income mortgage rate 
of 15%, is likely to last for the next two years. It is 
currently assumed that inflation will not drop to single 
figures until 1996. 

Building Societies report that on low income housing, with 
high administrative costs per mortgage, they require margins 
of the order of 3,5%. This could be reduced to 3% with 
greater computerisation of their operations. Building 
societies have two options. First, for Building Societies 
to raise money on the open market for low income housing, 
rates would hav3 to drop to 12% if the low income mortgage 
barrier of 15% is not to be broken. This situation is 
unlikely to prevail until the mid 1990's. Alternatively, 
building societies CQuld charge higher rates for commercial 
and industrial mortgages and subsidise lower income hcusing. 
In such a situation, interest rates may not have to be well 
below low income housing mortgage rates. 
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Three objectives have been identified in defining a strategy 
for low income finance. 

To broaden and deepen ways in which the private 
sector financial market can provide finance for low 
income housing. This involves systemic changes to 
the financial system to optimise the use of private 
sector savings in low income housing. 

To ensure the affordability of housing to low income 
groups. In this case, the target income group is the 
lower income group, and for our analysis we 
recognise that government will push to maintain 
mortgage rates of 15% per annum. (See Micro 
Analysis paper for the program). 

To provide for an adequate flow of funds to meet 
demand for low income housing. 

In sections 3 and 4 we have concluded that; 
... 

while deposits are growing, real decapitalisation of 
the Building Societies is presently taking place; 

the short term outlook of high inflation and cost of 
money rates does not allow the Building societies to 
compete for funds in the open market and at the same 
time maintain affordable low income mortgage .rates. 
There are limits to which cross-subsidisation can 
take place for low income housing in the current 
environment. 

Given the housing finance objectives and the prospect of an 
"inflation hump" until the mid 1990's, it is clear th~t if 
all three objectives are to be achieved a three pronged 
housing finance strategy should be pursued. 

This strategy would have three elem~nts to it: 

(a) A transitional strategy to ensure that the delivery 
of low income housing by the private financial 
sector is not interrupted during Zimbabwe's period 
of structural adjustment~ 

(b) A long term strategy to ensure that systematic 
changes are being made to the financial sector to 
optimise the investment of private sector savings in 
low income housing. 

(c) The expanded financial sector reform is aimed at 
increasing competition in the financial system and 
allow financial institutions to respond to market 
forces. 
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The Transitional and Long Term strategies are discussed in 
Sections 7 and 8 respectively. The expanded financial 
sector reform is discussed in section 9. 

I 

15\~·· 
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7. TRANSITIONAL STRATEGY 

The objective of the transitional strategy is to raise 
private housing finance during the implementation of ESAP 
which is still affordable to the low income groups. 

In the case of ~he major housing finance institutions, the 
Building Societies, this means specifying short term 
financial instruments that will raise funds at a cost of 
money lower than the low income mortgage rate. Market 
financing over the current high inflation period is 
precluded because, at existing mortgage rates, these 
finances cannot be redeployed into low income housing, even 
with cross-subsidisation. This should not prevent the 
Building societies in the interim from deepening their open 
market financing for reinvestment in commercial and 
industrial construction. 

It is important to note that the purpose of specifying these 
short term instruments is to raise additional finance for 
the low income housinq sector.. It is not the objective of 
this section to lower the cost of finance to the Jow income 
earner and so increase the affordability of housing. The 
assumption made is that existing mortgage r~tes of 15% per 
annum are affordable to low income groups. . 

Detailed discussions were held with Government, RBZ, the 
three Building Societies, and other interested actors such 
as the World Bank, the Money Market and Financial 
Insti tutions. This research in addition to further in-house 
analysis revealed that 5 out of 11 instruments had potential 
for attracting additional finances into the Building 
Societies. The other 6 either had limited potential or were 
undesirable and so eliminated. Before pursuing the 
recommended approaches we shall briefly describe the 
rationale fC?r discarding the other 6 transitional 
instruments. 

7.1. ELIMINATED APPROACHES 

7.1.1. LOWER INTEREST TAX FREE SHARES 

The major rationale behind this approach was 
to enhance the purchasing power of low 
income groups by reducing the cost of money 
to the Building' Societi~s. This in turn 
would allow them to lower low income 
mortgage rates. The objective was not to 
raise additional finance for low income 
housing. In view of the Building societies' 
decapitalisation problem to January, 1992, 
Government in February, 1992 allowed the 
societies to raise their tax free share 
interest rates from 12,65% to 13,5%. This 
increased the effective return to the 
investor to 27,3% and thus increased their 
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competitiveness with money market rates, 
currently ranging from 21 to 35%. By 
reducing the interest rate of t.le tax free 
shares to say 11.5% and thus allowing an 
effective rate to the investor of 
approximately 23%, it is feared that the tax 
free PUPS will become less attractive in a 
tight monetary situation and therefore their 
growth would be halted. It was for this 
reason that this approach was eliminated. 

Makinq the Neqotiable Housinq Certificate of 
Deposit (NHCD) Tax Free. Tentative approval 
has been given to Building societies to 
issue a NHCD. Legal procedures are now being 
finalised to permit this. Existing NCD's in 
the market over the last 7 months have been 
trading at rates varying from 28% to 40%, 
d€pending on daily liquidity situations and 
the period of the NCD. Clearly raising 
finance at these rates is not suitable for 
low income financing. It was proposed that 
by floating a tax free NHCD at a rate of 
half that prevailing in the market would 
attract finance into the Building societies 
for low income housing. 

There were three major problems with this 
approach. Firstly the major potential 
investors in the tax free NHCD, the Pension 
Funds, Life Insurance and General Insurance 
companies have effective rates of taxation 
of 5.%, 5.% and 26% respectively. This 
would not, therefore, prove an attractive 
instrument to them. Secondly there was some 
concern by the authorities as to the 
administrative requirements of monitoring 
ta~ exemption of an instrument that is 
traded in a primary and secondary market. 
Finally, given previous trends, even tax 
free NHCD's may have to be traded at rates 
of above 15% which would not make them a 
suitable financial instrument for low income 
housing. It was for this reason that this 
approach was abandoned. 

7.1.2. UNIT TRUSTS 

The principle of unit Trusts was to oblige 
large institutional investors (e.g. pension 
funds) to invest specifi'ed sums in these 
Trusts for on lending at subsidised rates for 
low income housing requirements. There was 
general consensus that this approach went 
against the spirit of liberalisation and 
would aggravate the position of these 
institutions in an already tight monetary 
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Prescribed investments are those assets that 
pension funds and insurance companies are 
required to purchase by the government. 
They are in the form of government stocks, 
parastatal stocks and municipal bonds. This 
regulation will be removed by the end of 
ESAP. This instrument has much the same 
rationale as that of the unit trusts, except 
that investments in the Building Societies 
would form part of institutions' prescribed 
investments and thus would channel funds to 
low income housing. If prescription 
requirements were not raised and investments 
in Building Societies simply added a~ a 
prescribed asset, this would pose less of a 
problem to the institutions. However for 
the "liberalisation" reason cited in 7 .1.2 
above, this approach was dropped. 

7 . 1. 4 . FREEING LOW INCOME MORTGAGES BUT ALLOWING 
TAX RELIEF TO LOW INCOME EARNERS 

This approach envisaged the freeing up of 
low income mortgage rates, but allowing the 
low income earner tax relief on his interest 
payments. The effective tax rate of the 
median income earner ($600 per month) is 
15. %. Clearly tax relief would not 
compensate for increases in mortgage rates 
and therefore would impact heavily on 
affordability. 

7.1.5. IMMEDIATE DEREGULATION OF LOW INCOME 
MORTGAGES BUT PROVIDING AN UP FRONT CAPITAL 
CREDIT 

The rationale again of this approach was tc 
deregulate mortgage rates but to compensate 
the low income earner by reducing his debt 
to the Building Society (or designated 
financial institution) to an amount that 
would give the same effective cost of 
borrowing, that, is 15%, as before. USAID 
grant money would be used to provide the 
credi t component. As an example, let us 
assume that the repayment on a mortgage is 
$200 at a mortgage rate of 15% and $350 at a 
mortgage rate of 25%. The low income earner 
would be credited with grant money to 
effectively reduce his repayment by $150. 
This is done by reducing his dept burden. 
This approach would therefore be limited by 
the amount of grant money available, which 
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could not cover all low income earners. The 
system would necessarily favour certain low 
income groups and prejudice others and so 
was abandoned. 

7.2. RECOMMENDED TRANSITIONAL APPROACHES 

The first three recommendations have already been 
acted. upon by Government and the Building Societies 
in February 1992. 

7.2.1. HOUSING BONDS 

'l'here are a number of large companies in 
Zimbabwe who deem it in their interest to 
provide housing for their employees. It 
would be convenient if these companies could 
utilise the Building Societies to administer 
and channel the housing finance provided for 
these purposes. In February 1992, 
Government allowed the Buil~ing Societies to 
take deposits from companies at an interest 
rate mutually agreed by the two parties, as 
long as dollar for dollar the money was 
onlent to their employees (again at a 
mutually agreed rate) for housing purposes. 
In essence, the authorities do not specify 
the cost or return on money for the Building 
societies as long as all the finance is 
channelled into employee housing. The 
Building societies margins were quoted as 
ranging from 2.5% to 4.0%. The 
effectiveness of raising additional money 
f~om this approach depends on the 
willingness of companies to finance employee 
housing. There is obviously an opportunity 

. cost on the redeployment of the employers' 
resources in the money market. Hoy-'ever, 
this is a private sector decision. Initial 
Building society estimates envisage that a 
total of $100 to 5150 million can be raised 
from this instrument. There is however the 
problem that government taxes employess who 
have subsidised mortgages from their 
employers. ~or example, if the repayment on 
a mortgage from a building society is 5200 
at an interest rate of 15% and the repayment 
from a company loan at an interest rate of 
5% is $100, the employee is taxed for the 
difference as income tax. The scheme would 
become more attractive if the housing 
benefits tax were waived. 

It is recommended that USAID should support 
the implementation of the Housing Bond 
instrument and recommend the waiver of the 
housing benefit tax. 
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7.2.2. ATTRACTING SURPLUS FUNDS INTO BUILDING 
SOCIETIES 

SU4plus Funds are retained earnings of 
locally incorporated foreign controlled 
companies. In accordance with exchange 
control regulations, such funds may be used 
to conduct normal business operations or to 
finance expansion of existing business 
operations. Where surplus funds have not 
been used in this manner they may only be 
invested with finance institutions at a rate 
of 5% per annum. From 1 June 1989, surplus 
funds could also be invested in non
negotiable certificates of deposit issued by 
RBZ which now currently pay 10% per annum. 
The regulation of surplus funds will be 
altered under ESAP. Surplus funds will also 
decline under ESAP as firms become less 
profitable. 

In the case of the Building Societies, such 
funds were restricted to ama~irnum deposit 
of $50 000 per foreign controlled company at 
5%. In February, 1992, in response to the 
Building societies decapitalisation problem, 
Government increased the ceiling to $200 000 
and raised the interest rate to 8%. It is 
still too early to establish how much 
additional finance this instrument will 
attract into the Building Socie~ies. It is 
reported that there is approy.ima~ely $200 to 
$300 million surplus funds in the systeI:l. 
It is estimated that about half of these 
funds could be attracted into Building 
Societies. However the !3uilding Societies 
report that the large foreign cotltrolled 
comoanies have indicated that 8% is not a 
sufficiently attractive rate to place their 
money with Building Societies, a~d require a 
return 0: 11~o. Discussions are curren~ly 
under way with Government to increase this 
rate. 

USAID has proposed the surplus fund 
instrument as a possible measure in the 
past. It is recognised that this is a short 
term instrument that does not represent a 
long term investment in Building societies. 
Furthermore it is likely to be a diminishing 
resource as competitive pressures reduce 
levels of liquidity and prof i tabili ty of 
foreign companies. 

Notwithstanding the above, it is recommended 
that theprogram supports the effective 
implementat ion of th is measure as a short 



[19J 
AX~EX III-A.2 
Page 29 of 56 

term instrument to improve the liquidity 
situation of the Building societies over the 
transition. 

7.2.3. INCREASING THE CEILINC;/S ON 'I'AX FREE SHARES 

This is a measure that Government has 
consistently used in the past to ensure that 
Building Society tax free sh<lres grow in 
line with inflationary pressures. 

In February 1992, Government raised the 
ceilings on tax free shares from $180 000 to 
$250 000 for individuals and from S80 000 to 
$120 000 for companies. At ~he same time 
re~urns on tax free pups were increased from 
12.65% to 13,5%. As section 3 indicated, 
the funds raised by Tax Free PUPS are the 
only Building Society investment that is 
growing in real terms. (Growth over the 
June 1991 to January 1992 period was 22%, 
whereas total growth for all shares and 
deposits was only 4%). This instrument is 
therefore increasing in its importance as a 
source of funds to the Building societies. 

The Societies predict that with the 
additional February, 1992 measures, growch 
in the funds will not be as strong as in the 
past because of the tightening monetary 
situation. However, estimates from the 
Building Societies approximate that an 
additional $150 to $180 lnillion could be 
raised over the coming year. 

In utilising this instrument Government is 
obviously balancing housing finance 
requirements with revenues foregone to the 
fiscus. In supporting low income housing it 
also has to ensure that the fiscal targe~s 
are being met. 

It is recommended, therefore, ~ha~ over tne 
structural adjustment,transition and during 
the implementation of the program the tax 
free ceiling be constantly reviewed in the 
light of; 

(a) Government fiscal targets 

(b) Real effective demand for low income 
housing. 

The objective being to move these ceilings 
as and when appropriate. 

7.2.4. PURCHASING BLOCKED FUNDS 
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This proposal is a new measure that relies 
on USAID grant funds as a source of funding. 
In view of the finite nature of these funds, 
the implementation of this instrument is 
restricted by the quantum of these 
resources. 

There are currently estimated to be 
approximately $600 million blocked funds in 
Government of Zimbabwe External 4 % Bonds. 
If an acceptable instrument can be devised 
'fo~ thei~ investment in low income housing, 
they could constitute a large additional 
source of finance for low income housing. 

At today's exchange rate it is expected that 
a large parcel of blocked funds could be 
purchased for appr.oximately 50% of 't.heir 
face value. The proposal for the 
utilisation of blocked funds is as follows: 

US$10 million grant money would be 
made available to Government of 
Zimbabwe (GOZ) to purchase Z$100 
million blocked funds at a 50% 
discount over the five year program 
period. 

GOZ would onlend these resources to 
the Building societies at a marginal 
rate (between 0 and 2%) for 
reinvestment in low income 
mortgages. 

Furthermore, the Building societies 
would be required to raise on the 
money market a certain propo~tion of 
the money received from the 
Government. For example, S 1 fer 
each $1 they recei "e f~or.: 
government. This would ~aise 
another $100 million. 

The building societies would lend a 
total of $200 million to low income 
housing. 

At today's rates, the building 
societies would be able to raise 5 
year money at 24% to 25~. This 
finance blended with 1% money from 
blocked funds on a one to one basis 
should result in an effective cost 
to the building society of 12% to 
12.5%. 

To allow for blending which results 
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in an effective cost of 12.5%, the 
amount that should be raised by the 
building societies for each $1 
received from government should be 
variable. It would depend on the 
rate at which building societies can 
raise finance on the market. Thus 
if market rates are above 25% the 
building societies would have to 
raise less than the 1 to 1 ratio to 
make the effective cost of money 
equivalent to 12.5%. Similarly, if 
market rates are below 25%, the 
building society would have to raise 
more than $1 for each $1 received 
from government. 

It would be a condition of the 
programme that all funds raised in 
this manner would be reinvested in 
low income housing. 

There are three majo+ problems to the 
implementation of this instrument. 

(a) Government of Zimbabwe External 4% 
Bonds currently finance the 
Government budget. I f the release 
of blocked funds for housing is not 
matched with a corresponding 
decrease in the deficit, then the 
application of the blocked funds 
could fuel inflationary pressures in 
the economy. It is proposed that 
the Government of Zimbabwe funds 
allocated to the NHF be reduced to 
counteract the possible inflationary 
impact of the blocked funds. These 
funds will be replaced with local 
currency generated fron the Housing 
Guarantee Loan. 

(b) Reinvestment of blocked funds in 
housing does not conform with 
present Exchange control 
regulations. A policy decision by 
the Ministry of Finance and the 
Reserve Bank to reinvest these funds 
in low income housing would 
therefore have to be taken. 

None of these problems are insurmouhtable if 
Government considers housing requirements to 
be of high priority and takes the necessary 
decisions to redeploy these resources. 
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In the long-term, building societies should develop 
new ins~ruments (that is, methods of raising 
finance), as well as modify existing instruments for 
financing low income housing. These instruments 
would have to evolve as the financial markets become 
sophisticated and the macroeconomic environment 
stable. Ideally, these instruments should be non
distortionary and responsive to market conditions. 
For this to occur, legislation which governs the 
activities of financial institutions should be 
changad in order to reduce fi~ancial market 
segmentation and allow for securities to be more 
marketable. 

The objective of this section is to determine the 
strategy that Building Societies should be 
encouraged to adopt in the long-term. _ The chapter 
commences by setting out the long-term macroeconomic 
environment for Zimbabwe in 1995 on the basis that 
the Economic Structural Adjustment Program is 
successful l • Based on this long-term environment, 
this section analyses the existing financial 
instruments issued by Building Societies and how 
they would evolve. The section proceeds to propose 
the development of a new instrument, termed the 
Negotiable Housing Certificate of Deposit, along the 
lines suggested in previous work for USAID's 
Regional and Urban Development Office2

• The 
possibility of securitisation or the creation of a 
secondary market for mortgages is also examined. 

8.2. MACROECONOMIC ENVI~ONMENT 

In general·the long-term macroeconomic situation is 
assumed to be as follows: 

(a) Low rates of inflation which are around 10%. 
Consequently interest rates wili be low but 
real. This should result in a stable 
financial market and economy. This is the 
ultimate objective of ESAP. 

1 This model may appear too optimistic given the current 
macro-economic instability. The rational for assuming 
stability is that it is only in a stable environment that 
building societies can plan. The actual timing is immaterial 
- it can be 1995 or even later. 

2 Merchant Bank of Central Africa Finance for Low Income 
Housing in Zimbabwe, October 1989. 



(b) The economy will have been deregulated in 
most areas especially the trade and 
financial sectors. This implies that 
interest rates would be market determined. 
This free market environment will result in 
financial innovation. Financial 
institutions would be allowed to enter into 
non-traditional areas of lending and raising 
finance. This environment will result in 
the development of new financial instruments 
to mobilise finance. 

(c) The public sector borrowing requirement 
would decline due to a low budget deficit. 
A low budget deficit is the most direct way 
of reducing inflation. Reduced public 
sector borrowing will imply that Government 
may reduce the amount of prescribed assets 
on financial institutions especially 
institutional investors, allowing them to 
invest in new financial instruments. 

(d) Pension funds and insurance companies will 
have more resources for investment. As the 
relative size of the state declines, the 
proportion of national savings that are 
absorbed by the state declines and these may 
be channelled to the private sector 
including pension funds, insurance companies 
and other contractual savings institutions. 
The prescribed investments for these firms 
will also be eliminatpd. Furthermore, as 
more people become employed as a result of 
economic growth, more funds will be invested 
in pension funds and insurance companies. 

(e) There will be increased demand for low 
income housing due to incLeased employment 
(formal and informal) and urbanisation. 

In the light of this environment, it is important to 
determine how Building Societies can utilise lm·/ 
rates of inflation and increased savings to fin~nce 
low income housing. 

The analysis first looks at existing deposits and 
then reviews new financial mechanisms as detailed 
below. 

8.3. CONTINUATION OF EXISTING DEPOSITS 

It has already been stated that Building Societies 
have a number of financial instruments presently at 
their disposal for raising finance for mortgages. 
These are: 

(a) Paid Up Permanent Shares Class C (Tax Free) 
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PUPS. This instrument has played an 
important role in mobilising finance for low 
income housing since its introduction in 
1986. Through the use of this tax free 
instrument, Government allowed Building 
Societies to link savings from small savers 
to low income housing finance. This was an 
improvement on the pre-1986 situation when 
low income housing was financed by 
Government through local authorities. The 
Building Societies have exceeded the initial 
requirement that at least 25 per cent of 
funds raised through this instrument should 
be reinvested in low income housing. The 
building societies are now committed to lend 
25% of their total portfolio to high density 
mortgages. The important link between small 
scale savers to low income housing indicates 
that the private financial markets can be 
used to finance low income housing through 
appropriate financial instruments. Since 
PUPS have been successful in the provision 
of low income housing, it is therefore 
suggested that this instrument be retained 
in its present form. 

(b) Fixed Deposits: Fixed deposits should 
continue in the long-term because they 
ensure that Building societies have long
term funds for use in mortgages. The nature 
of mortgage finance is such that a deg~ee of 
matching is required - Building Societies 
can effectively lend long if they are 
financed long. Fixed deposits are more 
expensive to Building Societies and tend to 
be used to finance non-low income housing. 
Even though fixed deposits are not linked 
directly to low income housing, they are 
important in that they release cheaper funds 
for use in low income housing. 

(c) Subscription Shares: This is a long-term 
investment which varies from two to five 
years. It is also an important long-term 
instrument that is used by Building 
Societies in raising additional finance. 
Although it is expensive, it plays the same 
role as the fixed deposit. 

(d) savings Deposits: These funds tend to be 
short-term deposits and may pose problems 
for long term mortgage financing. There are 
significant risks in committing such funds 
into long-term use. However, savings 
deposits play an important role in providing 
liquidity to Building Societies. Through 
the use of savings deposits, Building If 

.', ,'} I 
~/ I 
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societies can meet their immediate cash and 
short-term requirements. In the long-term, 
given the stability of a more liberal 
environment, this instrument will play an 
important role in the operation of B~ilding 
societies. 

In the iong-term, it is suggested that government 
removes the maximum limits on all these instruments. 
The limits are distortionary in that they do not 
allow for fleh:ibility in portfolio management by 
firms and households. They are also contrary to 
financial market liberalisation under ESAP. It is 
also suggested that interest rate differentials 
between these instruments be a result of fundamental 
differences between the instruments: that is, 
relative risk, return and marketability. This 
should be possible once the financing requirements 
of the pUblic sector have been reduced. We are 
assuming that these limits and interest rate 
differentials were placed to assure. government of 
financing for the budget deficit. 

8.4. THE NEGOTIABLE HOUSING CERTIFICATE OF DEPOSIT 

In two studies for USAID), the development of a 
Negotiable Housing certificate of Deposit (NHCD) was 
proposed as an important instrument for long term 
housing finance. The study was conducted during a 
period of low interest rates and high liquidity in 
building societies. Even though the situation has 
changed dramatically, the long-term S1 tuatlon had 
been correctly anticipated in the dE::.:.ign of the 
NHCD. Furthermore Government has tentatively agreed 
to the issue of NHCD' s by Building Societies and 
currently legal and procE'dural mat.ters are being 
pursued to effect thi~ policy decision. This 
section draws its corttents from the pioneering 
reports mentioned. 

The objective of an NHCD is to develop a security 
that is attractive to large contractual savings 
insti tutions so tilat they can be used for financing 
housing. Pension funds and insurance companies have 
been growing at a fast rate and will continue to do 
so in the long-term. 

The NHCD should be acceptable to Building societies, 
Pension Funds and Insurance Companies as well as the 
Government. This can only occur if it satisfies the 
different but not necessarily conflicting 
requirements of these three groups of actors in the 

) Ibid 1 and 
Merchant Bank of Central Africa Requirements For The Issue 
of NCO's By Buildinq Sucieties In Zimbabwe. October 1990. 
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The Building Societies would require: 

That the NHCD term structure should have 
some relationship with their commitments. A 
short-term instrument with maturity of less 
~han a year would not be beneficial as this 
cannot be matched with their long-term 
lending. It is therefore important that the 
NHCD should have maturities that are not 

.less than one year. 

The cost of raising finance through the NHCD 
should be market driven to enable the 
Building Societies to charge their normal 
margin on mortgages. Assuming that the 
inflation rate in a stabilised economy is 
8%, and that the margin charged by building 
societies on low income housing in a 
completely liberalised environment would be 
2.5 per cent, Building Societies could 
accept a maximum NHCD rate of 10,5% per 
annum. • .';,0' 

The Building societies should be free to 
optimise their method of raising finance 
with PUPS, Fixed Deposits and Subscription 
Shares in addition to the NHCD. 

The insurance and pension funds would require that: 

(a) The return on the NHCD should be competitive 
on the money market with securities of a 
similar nature. In Zimbabwe, the competing 
instruments are the NCO and Government 
Stock. 

(b) The NHCD should be tradeable on the money 
market. This will give the investors 
liquidity and flexibility in portfolio 
management. In the initial stages, the 
central bank may have to be the buyer of 
last resort of the NHCD in order to foster 
the development of a secondary market in 
NHCD's. 

For government to be satisfied that the use of the 
NHcr:' is prudent and being directed to low income 
housing, the following conditions may be important 
in a liberal environment: 

(a) The Government would need to place liability 
requirements on the building societies for 
prudential purposes. It is suggested that 
the NHCD should constitute a maximum of 30 
per cent of a building society's liabilities 
to the public at the time of issue. This 
ratio has been suggested because it is 

./\ 
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currently applied to Finance Houses. 

(b) Build~.,,; societies should maintain 25% of 
their portfolio in financing high density 
areas as agreed. 

An instrument that can meet these conditions does 
not have to be more complex than the existing NCDs 
issued by Finance Houses and Merchant Banks. 
However, the Building Societies Act should be 
amended to allow the Building Societies to issue 
NHCD's in response to market conditions. The issue 
of NHCDs by Building Societies could pave the way 
for financial market desegmentation and eventual 
securitisation of mortgages. 

It is therefore recommended that under the program 
the speedy implementation of the issue of NHCD' s 
should be supported. The programme in the longer 
term should view NHCDs as an important instrument in 
the provision of funds for the low income earner. 

8.5. THE SECONDARY MORTGAGE MARKET 

The instruments discussed so far relate to an 
increase in the liabilities of building societies as 
a means of raising finance. The past few years have 
seen the development of a secondary mortgages market 
in some developed countries: this is technically 
known as securitisation. Securitisation involves 
the ra1s1ng of finance by means of packaging 
mortgages (i.e. assets) of Building Societies and 
selling them on the capital markets. This has the 
effect of releasing funds for onlending without an 
increase in liabilities of the building societies. 

securitisation involves the reduction of the default 
risk specitic to a borrower to insignificant levels. 
Examples of securitisation in Zimbabwe are 
Government Stocks and Bank Acceptances. The same 
can be done for mortgages. Building Societies can 
securitise mortgages by packaging a number of 
mortgages with the same maturity into an instrument 
for sale on the capital markets. For this to occur, 
the following issues will need to be resolved: 

(a) Security investors would want the 
instrument to be backed by the Building 
Societies so that there is non-recourse to 
the mortgage holder. Th is will safeguard 
~he investors against default by mortgagee. 

(b) Stamp duties - currently there is a stamp 
duty on mortgages which must be paid every 
time the mortgage is transferred. This 
reduces marketability of the mortgage. The 
stamp duty would have to be r~moved to avoid 
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this problem. 

There are two basic ways in which securitisation of 
mortgages can be effected. 

(i) The Building societies can issue a mortgage 
packed bond for sale on the capital market. 

(il) The Building societies could establish a 
subsidiary securities company which 
purchases mortgages from the building 
societies. The securities company would 
issue bonds/shares as liabilities to the 
public for financing the mortgages. 

The second option is preferred because the investor 
does not have to look at the underlying transaction 
or the risk profile of the mortgagee. This option 
also removes the responsibility of administering the 
securities from the Building Societies. 

Zimbabwe already has a developed capital market 
which can be used lor trading the Building 
societies I bonds through discount· houses. It is 
anticipated that the pension funds and insurance 
companies will be the major investors in the bonds. 

The secondary mortgages market has the advantage of 
being responsive to the demand for housing finance. 
The Building Societies would only utilise it when 
extra housing finance is required. 

It is therefore recommended that under the program, 
support be given to key actors in the housing 
finance sector to prepare for the creation of a 
Secondary Mortgage Market. There is need for an 
indepth study of the possibility of establishing the 
secondary mortgage market. The following issues 
will need to be addressed: 

(a) The need for a secondary debt marke~. 

(b) The economic requirements of establishing a 
secondary debt market. 

(c) Problems associated with secondary debt 
markets and their solutions. 

(d) The legal and adminis~rative requirements of 
establishing a secondary debt market. 

and 

(e) Training of bath investors and building 
societies on the operation of this market. 
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The objectives of the expanded financial sector 
reforms are -

(a) To support ESAP 
(b) strengthen the economy, and 
(c) strengthen the financial position of local 

authorities. 

Despite having a well developed financial sector, 
there are problems with the functioning of the 
financial system in Zimbabwe. These problems relate 
to the regulation of the financial system which 
reinforce segmentation. Segmentation in the 
financial system occurs when financial institutions 
tend to restrict their activities or specialise in 
particular areas of lending or deposit taking. 
This, of course, does not necessarily mean that 
specialisation (segmentation) is always bad. It is 
unlikely that any financial institution c~n provide 
all financial services efficiently. The ability of 
a financial institution to provide a service depends 
on its capacity to attract deposits and lend the 
funds prudently. This in turn depends on, among 
other things, institution size, skills, network and 
past experience. However, there are cases where 
segmentation is not a result of economic factors but 
inappropriate policies. In Zimbabwe, these policies 
take the form of regulations and controls on the 
activities of financial institutions. 

The aim of this section is to analyse segmentation 
that emanates from regulations and controls. It is 
assumed that segmentation that results from market 
behaviour is either desirable or will be removed by 
competitive pressures after successful deregulation. 

9.2. 1HE NATURE OF FINANCIAL REGULATION IN ZIMBABWE 

All financial systems need some form of regulation 
to ensure the necessary confidence in the system and 
facilitate intermediation. There are however 
certain regulations that do not promote financial 
intermediation. The problem for long-tarm policy in 
Zimbabwe relating to financial sector reform hinges 
on distinguishing between appropriate and 
inappropriate regulation. Above all, transparency 
is important in the regulation of the system. 

The major regulations governing the financial sector 
are as follows: 

(a) The Banking Act 



(b) 
(c) 
(d) 
(e) 
(f) 
(g) 
(h) 
( i) 
( . ) . J 
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The Post Office Savings Bank Act 
The Agricultural Finance Corporation Act 
The Zimbabwe Development Bank Act 
The Bills of Exchange Act 
The Pension ani Provident Funds Act 
The Insurance Act 
The Reserve Bank Act . 

The POSB Act, AFC Act, ZDB Act and the Reserve Bank 
Act will not be examined because they relate to 
specialist institutions which act as policy 
instruments for government. The Hire Purchase Act 
goverr.s lending on hire purchase in general. The 
Bills of Exchange Act governs trading and gives 
legal status to bills of exchange'. It is therefore 
apparent that the regulaticns that may be 
maintaining segmentation in the financial system are 
the Banking Act, the Building societies Act, the 
Pension and Provident Funds Act and the Insurance 
Act. . 

9.2.1. THE BANK~NG ACT 

The Banking Act defines the activities of 
commercial banks, merchant banks, finance 
houses and discount houses. In terms of 
this act, merchant banks are supposed to 
concentrate on acceptance facilities while 
commercial banks concentrate on demand 
deposits withdrawable by cheque. The act 
also prohibits any other institution from 
accepting demand clE=posits or deposits 
withdrawable at short notice. Finance 

. houses are not allowed to accept deposits 
withdrawable on notice of less than thirty 
days. Banks and finance houses are 
prohibited from transferring their assets 
and liabilities without the approval of the 
Minister. 

9.2.2. THE BUILDING SOCIETIES ACT 

The Building societies Act governs the 
activities of. building societies in 
Zimbabwe. In terms of this legislation, 
building societies are allowed to accept 

4 Bill of exchange is defined as "an unconditional order in 
writing, addressed by one person to another, signed by the 
person giving it, requiring the person to whom it is 
addressed to pay on demand, or at a fixed or determinable 
future time, a sum certain in money to, or to the order of, 
a specified person, or bearer." Government of Zimbabwe, The 
Bills of Exchange Act, Chapter 277 
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deposits and issue shares and lend against a 
security of a mortgage. The Act prohibits 
any other organisation from doing this 
business unless they are registered as 'a 
building society. 

The building societies are not allowed to 
accept any deposit except as a savings 
deposit or as a fixed deposit. They are not 
allowed to accept any deposit as a fixed 
deposi t for a period which is less than 
twelve months or more than five years. 
Building societies are also prohibited from 
issuing accounts withdrawable by cheque. 

There are restrictions on the maximum 
savings and fixed deposits by individuals 
and companies. These are prescribed by the 
Minister of Finance. 'rhe Minister also 
prescribes the maximum amount to be held on 
fixed period and subscription shares ~ 
Furthermore, the issue of Negotiable 
certificates of Deposit by the building 
societies require ministerial approval. 

9.2.3. THE PENSION AND PROVIDENT FUNDS ACT 

The Act governs the operation of pension 
funds. In terms of the Act, pension funds 
are required to hold not less than 35 per 
cent of their assets in -

(i) local registered securities (issued 
or guaranteed by the state, local 
authority or statutory body). 

(ii) loans to a local authority or 
statutory body. 

9.2.4. THE INSURANCE ACT 

The act restricts the investments which 
insurance companies can make. The Minister 
of Finance determines the proportion of 
prescribed securities that insurance 
companies are required to hold. In this 
case, prescribed securities are stocks, 
bonds or other securities issued by the 
state, a statutory body or a local 
authority. This may include any other 
investments approved by the Minister of 
Finance. 

9.2.5. OTHER REGULATIONS AND CONTROLS 

Apart from the above legislature, the 
governmer.t controls interest rates charged 
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or offered by the different financial 
insti tutions on loans and deposits. For 
e~al!'ple, the base lending rate gives the 
m1n1mum rate commercial banks, merchant 
banks and finance houses can lend at. There 
are also differential rates for producti~~ 
~ectors (i.e. manufacturing), commercial 
sectors (i.e. retailing) and final 
consumers. The government similarly 
controls the minimum rates on deposits with 
the commercial banks, merchant banks, 

'building societies and the Post Office 
Savings Bank. until March 1992, the Reserve 
Bank of Zimbabwe required banks to maintain 
statutory reserves of 12,5% on all deposits. 
This was reduced to 6,25% at the end of 
March. There are also controls on mortgage 
rates charged by building societies for 
different classes of borrowers as well as 
different purposes. That is, there are 
diffe~ent mortgage rates for commercial and 
industrial buildings, low income houses and 
high income housing. 

9.3. EFFECTS OF REGULATIONS ON SEGMENTATION 

The effects of regulations on segmentation are 
difficult to quantify. However, a qualitative 
analysis of the portfolio of financial institutions 
reveals a high degree of segmentation that stems 
from regulation. Table 4 summarises the financial 
instruments issued by financial institutions in 
Zimbabwe. Even though there are overlaps on both 
assets and liabilities, there is sUbstantial 
differentiation and relative specialisation. The 
segmentation between commercial banks and accepting 
houses is distinguished by type of customers. 
Merchant banks specialise in lending to the 
corporate and public sector while commercial banks 
lend to private individuals and co~porate bodies. 

In other classes of banking, the specialisation is 
characterised by a specific instrument or a group of 
instruments (which are in italics). It is the 
specific instrument that determines the bulk of the 
activities of each institution. For example, 
finance houses tend to s'pecialise in hire purchase 
and lease becauEe they are allowed to take term 
deposits with a minimum maturity of thirty days. In 
this way they can match their borrowing to their 
lending. It is important to note that the specific 
instruments are stipulated in the various acts that 
have been discussed (The Banking Act and the 
Building Societies Act) . 

The regulation (and hence segmentation) often result 
in inefficiency in the allocation of resources. The 
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inefficiency is reflected in the following: 

(a) Higher than normal costs of financial 
intermediation which also result in high 
profitability in the banking industry. 

(b) Inability of the financial system to respond 
to market requirements. This is 
particularly the case with the condition 
that the issue of new instruments has to be 
approved by the Minister. This has had the 
resul t of delaying the issue of NCO's by 
building societies. 

(c) Controls on interest rates imply that banks 
have to ration credit. In some cases 
interest rate controls result in unfair 
competition among the different financial 
institutions. For example, the POSB has an 
advantage over building societies on fixed 
deposits. 

(d) Reserve requirements have the effect of 
reducing the ability of banks to lend as 
well as raising their cost of money (banks 
would still have to pay int~rest on deposits 
which are not being used productively) . 

(f) Controls on the portfolio composition of 
pension funds and insurance companies limits 
the availability of savings to the financial 
system. It also limits the extent to which 
these institutions can participate in the 
financial market. 

9.4. LONG TERM POLICY IMPLICATIONS 

Given the inefficiency implications of the 
segmentation, there is a need for a financial system 
reform in Zimbabwe. The most effective way of 
dcsegmenting the market is by deregulating the 
financial system. Deregulation should be done 
carefully so that only inappropriate regulations are 
removed and the appropriate regulations are 
retained. In this regard, it is recommended that an 
indepth study be conducted on the following 
regulations: 

(a) The Banking Act 
(b) The Building societies Act 
(c) The Pension and Provident Funds Act 
(d) The Insurance Act. 

Furthermore all the controls being exercised by the 
Central Bank on banks (especially intere~t rates and 
reserve requirements) should be re-examined. 
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However, it is important to note that deregulation 
should be a long-term policy objective and gradual. 
This is because fast deregulation in the presence of 
uncertain monetary policy and macroeconomic 
imbalances can result in serious problems (or even 
turbulence) in the financial sector. In a turbulent 
financial system certain socially desirable 
activities like low income housing finance may 
either be made expensive and unaffordable or may not 
even be financed. 

9.5. MUNICIPAL BONDS 

In a liberal environment local authorities should be 
able to augment their finances. They also have to 
be less dependent on the state for capital projects. 
Local authorities should be encouraged to develop 

their own sources of financing infrastructure 
development such as roads, schools etc. This can be 
done through the issue of municipal bonds. (It is 
important to note that the subject of municipal 
bonds is wide and warrants ~ separate and an indepth 
study). The aim of this section is to discuss the 
basic issues and make tentativ~ ~uggestions on 
developing municipal bonds. 

Municipal bonds can take two forms: 

(i) The General Revenue Bond - This bond is used 
where the funds raised are not for a 
particular purpose or where the municipality 
does not link repayment to revenue generated 
by a particular project. 

(ii) The Dedicated Revenue Bond - This bond is 
issued to finance a particular project by a 
municipality. It usually links bond 
repayment: with revenues from the project. 
For example, a bond issued to finance the 
construction of a market may be repaid using 
rates collected by the municipality from the 
vendors. 

9.5.1. MUNICIPAL BONDS IN ZIMBABWE 

Municipal bonds. arc well developed in 
Zimbabwe and constitute a prescribed asset 
for pension funds and insurance companies. 
In terms of The Urban Councils Act, for a 
municipal i ty to issue bonds, it has to be 
granted borrowing powers by the Minister of 
Local Government. The following 
requirements have to be fulfilled for the 
borrowing powers to be awarded: 

(a) The funds to be raised should be for 
any of the following projects: 



(i) 

( ii) 
(iii) 

(iv) 

(b) 
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acquisition or construction of 
permanent works 
acquisition of immovable property, 
liquidation of principal on a 
previous loan 
acquisition of plant, equipment and 
vehicles. 

The municipal council should be 
operating a consolidated loans fund. 
The consolidated loans fund would be 
used for redemption and payment of 
interest on funds borrowed by the 
municipality. 

Harare and Bulawayo are the only 
municipalities that are allowed to issue 
bonds. 

The municipal bonds are secured against the 
municipal assets and income. In the case of 
a default, the Minister of Local Government 
would direct the municipality to levy a 
property rate to repay the loan. There has 
never been a default by the two 
Municipalities in the past. 

Currently, the City of Harare and 
raise an average of $28 million 
million a year respectively, 
municipal stocks. 

Bulawayo 
and $20 
through 

The issue of municipal stocks has operated 
well in a highly controlled environment. 
Municipal stocks constituted a prescribed 
asset for pension funds and insurance 
companies and hence there was an assured 
market. In a less controlled market 
environment, municipalities may have to 
raise more resources through the issue of 
stocks because of declining resources from 
the central government. The following 
considerations have to be taken into 
account: 

(a) The administrative and fiscal 
behaviour of some municipalities 
need to be improved. This is 
important to ensure that funds 
raised through this instrument are 
used for specified purposes. 

(b) The issue of mur.icipal bonds should 
be monitored by the placing of 
parameters within which 
municipali ties can issue bonds. 
These parameters should include 
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ratios of debt to total municipal 
assets and the ability of 
municipalities to generate income. 
This will ensure that the 
municipali ties are not over-borrowed 
or have sufficient revenues to cover 
their debt service commitments. 

(c) Some form of security must be 
established to r~duce the default 
risk of municipalities. 
Municipalities may fail to meet 
their interest payments or may be 
unable to redeem the principal 
amount of the bond when it becomes 
due. There is therefore need for 
some agency to guarantee or 
underwrite the bonds. This may take 
the form of Government or a bank. 

(d) The tax status of municipal bonds 
needs to be established. since the 
objective of developil"19 this bond is 
to make finance available at low 
cost, interest from the municipal 
bonds should be exempt from 
taxation. This has the benefit of 
keeping interest costs low relative 
to interest rates paid by other 
borrowers. 

(e) The interest and return on municipal 
bonds should be sufficient to make 
them attractive to investors. This 
can be achieved through the tax free 
status of municipal bonds. 

These considerations may have been ignored 
in, the past because interest rates were 
static and municipal bonds were a prescribed 
asset. They will be important as the 
competi tion for savings increases and 
investors evaluate more carefully the risks 
and returns from investments. 

Municipal bonds. may take different forms 
depending on the market conditions, maturity 
period and security provided. This requires 
innovation by the municipalities. For 
example, local authorities can issue bonds 
with fixed interest rates. 

Alternatively the bond could take the form 
of a zero-coupon bond which has a discounted 
face value. The zero-coupon bond can be 
traded on the market at a discount. For 
example, a $100,000 tax-free bond with a 
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maturity of one year will be purchased at 
$90,000 by an investor if the rate of 
interest on the market is 20% and taxation 
is 50% on all interest income. The interest 
rates on the bonds could also be variable -
this is particularly important during 
~nflationary periods. 

The potential investors in the municipal 
bonds also need to be determined. It has 
already been stated that municipal bonds 
constitute prescribed assets for pension 
funds and insuranc€ companies. This will 
change as financial markets are liberalised 
under ESAP and all prescribed investments 
are removed. Institutional investors (i.e. 
pension funds and insurance companies) are 
expected to be the major investors in 
municipal bonds even after ESAP. Apart from 
the statutory requirements, there are other 
reasons for this. First, institutional 
investors tend to hold long-term investments 
and are not involved in wide scale 
speculative activities. Second, they have 
access to large savings and can thus hold 
bonds with large denominations. Third, 
insti tutional investors are the major 
players in the secondary market for 
securities and equities in Zimbabwe. 

Private companies and discount houses could 
be important investors in the municipal 
bonds. These also have access to large 
savings and have played an important role in 
the equities market in Zimbabwe. They would 
be attracted by the tax free status of 
municipal bonds. 

There are limitations on the development of 
municipal bonds which relate to institution 
building. An underwriting capacity needs to 
be developed amongst the potential 

. underwriters (that is, Commercial Banks, 
Merchant Banks and Government). 
Underwriting is important to assure the 
potential investors that the municipalities 
will meet their commitments on capital and 
interest. 

In the short-term, the scope of municipal 
bonds is limited because they offer 
relati vely low interest rates relative to 
market rates. (The last issue had an 
interest rate of 15,3%). This is compounded 
by the fact that prescribed investment 
requirements for insurance companies and 
pension funds will be removed. It is 
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therefore proposed that under the program, 
municipality bonds should be given a tax
free status to make them attractive to 
private investors. 

Furthermore, the development of municipal 
bonds could play an important role in the 
provision of low income housing, given a 
more dynamic money market. 

It is therefore recommended that under the 
program steps should be taken to explore the 

. potential for and implementation of the 
issue of Municipal Bonds to raise finance. 



[39] 
ANNEX III-A.2 
Page 49 of 56 

10. TECHNICAL ASSISTANCE TRAINING REQUIREMENTS OF THE PROGruu~ 

In interviews with Government, RBZ, the Building Societies 
and the Money Market there was general consensus that there 
was no additional training requirement necessary for the 
implementation of the recommended transitional measures. 

With regard to the long term measures three areas were 
identified as requiring a strengthening of expertise. 

10.1. SECONDARY MORTGAGE MARKET 

To develop a secondary mortgage market three areas 
of expertise development were identified. 

Expertise to package and onsell mortgages would 
require wide ranging skills development, m~inly in 
the Building Societies or in any other institutions 
which, with market ,desegmentation, would be in the 
housing mortgage business. 

Expertise to manage the buying and selling of 
mortgages in the money market. This would mainly 
revolve around the development of skills to identify 
the quality of the variety of mortgage packages and 
thus the appropriate return on the mortgages being 
offered. 

Finally thp investors themselves need to develop 
expertise as to the attractiveness or not of the 
various packages of mortgages on offer. 

10.2. MUNICIPAL BONDS 

In order for municipal bonds to be developed as a 
long term resource for municipalities, technical 
assistance'is required at two levels. 

Expertise will need to be developed in the larger 
municipalities to; 

assess the appropriateness of issuing 
municipal bonds in prevailing and forecast 
monetary conditions. 

develop the administrative capacity of 
issuing these bonds. 

The development of this form of expertise will prove 
particularly important to the money market and for investors 
in the municipal bonds. 

10.3. FINANCIAL DEREGULATION 

There is a need for an indepth study of t~~ 
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functioning of the Zimbabwean financial system. 

In supporting Government's efforts to deregulate the 
financial market over the structural adjustment 
programme, a wide range of skills \llill need to be 
developed over the whole spectrum of the financial 
market. These skills will have to be responsive to 
the dictates of market allocation of resources, 
rather than the skills th"\t have been developed in 
the past which were a result central regulation. 
There will be need for training personnel in 
financial institutions in the operation of a 
deregulated financial system. Of importance will be 
training of Government and Central Bank personnel on 
deregulating financial systems. 

10.4. POR~FOLIO MANAGEMENT 

SG/tr/R19 

Building societies have operated in a cont.:.:olled 
environment and do not have sufficient skills in 
portfolio management. However, as the economy is 
liberalised and ESAP takes place, the financial 
system will become more competitive and complex. 
Building societies will need technical assistance in 
portfolio management so that they can c.ptimise on 
their deposit taking and lending. 

'2 ~ '1 '/ 
') 
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SEPmmm 1991 IIJILDING SOCIE'l'Y RAm 

Jll)R'iiJAGE LmDOO RAm OF INTotmsT INTElm3T RATE Pm ANNUM 

JAN 1991 FEB 1991 SEPr 1391 

IN IOOPFL'T OF IOOIDmTIAL PROPm'l'llS 

(Including units held under Sectional Title) 

(a) Owner occupied - all areas existing and 
new loans (Property occupied by the 

mo~r) 

( i) Loans up to $35 COO 11,5% 13,00% 15,00% 
(11) Loans of $35 001 or more 13,75% 14,5a;t 17, c;o,r; 
(iii)' Property registered in the name 

of a Company or Trust 
- Existing Loans 14,75% 20,CX% 23,00% 
- New Loans 14,75% 30,~ 32,0CJ% 

(b) Non-owner occupied: Existing loans 

(i) Property registered in the name 
of an individual 14,75% 16,~ 19,0::>% 

(11) All other categories 18,25% 20,00% 23,~ 

(iii) All loans granted previollsly at 30,C/:J% 32,c0;6 
(c) Non-<Ttmer occupied: New Loans 

(i) Property registered in the name 
of an individual 14,75% 16,00% 19,ooP 

(11) . . 
All other categor1es 18,25~ 30,@ 32,r:J:J!, 

IN ru~PIDr OF NON-RESIDENTIAL PROPERTIES 

(a) Commercial Properties 
( i) Existing Loans 14,75% 20,r:J::ffi 23,~ 

(11) New Loans 14,75~ 30,~ 32,CJ:Jt 
( ; .. ) .11 Commercial properties outside 

Municipal areas, exh ~ing and 
new loans 20,ro;b 23,~ 

(b) Industrial Properties 
Existing and new loans 14,75% 16,~ 18,255t 

.... 7./7 
"'-- rjJ 
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(c) Tourist Development 
Existing and new loans 

B. INVES'li"IENl'S 

PAID-UP PmMANmT SHAIm3 

CLASS C (TAX FREE) PUPS 
(New Limits - $180 000 Individuals) 

- $ 80 000 Companies) 

FIXED DEPOOITS 

(Limits $ 900 000 per individual) 
$1 eo:> COO per company) 

$3000000 per ~llniciIW.ity) 
12 - 23 months 
24 - 60 months 

SUBOCRIPrION SHAIm) 

(Limi ts $ 700 000 per individual) 
$1 300 COO per company) 

24 - 35 months 
36 - 59 months 
60 months and over 

SAYmGS DEPOSITS 

L:.m:' t $300 OCO per indiv:'dual 
or company 
AT CALL (immediate access) 
AT NOTICE (Special savings 

or certificates) 
1 month 
3 months 
6 months 
9 months 

SG/tr/S 
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20,~ 23,CXJf, 

~/DIVIDmn PA 

JAN 1991 FEB 1991 8m 1991 

g/J 11,~ 12,65% 
(True-Free) 

9,75'f, 12,85~ 14,85% 
1~ 13, c:o,t 15,00% 

gf, 12,Cf:1/, 
1~ 12,5C% 14,CQt 

10,5~ 13,00% 

7,75% 12,CQ% 

12, 15~ 14,15~ 

8,75~ 12,25% 14.25~ 

gf, 12,5ot 14,5o,t 

9,5~ 12,75% 14,75'f, 
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SHARES AND DEPOSITS: PERCENTAGE CHANGE 
JUfIE 1991 TO JAIIlJ.6RY 1992 

~~~--------------------------------------------, 

10~ 
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PERCENTAGE OF TOTAL: SHARES & DEPOSITS 
JUfIE 1991/JANUA.RY 1992 

~~~------------------------------------------~ 
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IZ2l JUfIE 1991 ISS! JANUARY 1992 
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Mr L McKay Deputy Resident Representative. 

5. OLD MUTUAL PENSIONS 

Mr G Melliar 
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PREFACE 

Th'? S ;"I.ldy was commif:s ioned by tht9 Un i ted St.3 res Ag~!1c~' f01' 
!:-.i,,~rn.3tiC'nal Development's Offict9 to Zimoab·...;e. T~chnjcal r.:,viE'l..' 
~; •. ;J ~T('1'ide::i br th~ Reghn.:ll Housing and Urb.:tn De·,'eJ.opm'!n':. (iffk~ 
:')!' Ea3t and Southern Africa, USAID. The stuer's rindings arl~ 
tn b~ us~d to assist in the design of USAID/Zimb~bw~·s Priv~te 
Sect~r Housing Program. 

7h n r p F'Jrt deta i Is and ana lyz6s the hol.ls ing and bnd de 11 Yen' 
,-·!'t~· .. -, ('t:rrently prevaili.ng in Zil':'1tJ.'1btJ <7!. It. ir.,?!)t.j~:·:,:· 

: ~l~. ~2ks in the syetems and recommends a~tiGn to 0ver~0m~ th0 
:::·.';1scr.:tints. The result will be smoother a!~d r.:l'r~ efficier.~. 
d-: 1 iven' systems which bet tel' meet the needs of urban 10'..1- inca:;:·~ 
l")US~!l0 lrl.s . 

';:: ':l !::: .11·! r t..' E\ S c.'1 r r i r:: d 0 1.1:' b y Co 11 e e n B II. t c h A r (' ~ F 21 :i b~... ~ ~ ... 
>'~':'! ?/~. I tdth additior..:;l technic.:ll inpilts fr·:.::) r:':->l~ j';-ll';:.": eo: 
~~·-#q"'.r-. ~~'~0t.t NeL. jeff .5roorr,l~ cf Eurro~ Bi;~l1jt:' L".l., ;~L'::n t~:~:;· 
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1.0 INTRODUCTION 

1 . 1 B.1.c kgrollnd 

7h~ rat~ of urhani~ation in Zimbabwe is rapid. By the yea~ 
~(.'.}"), 40~~ of the p0pulatioll will be living in urban are·:'!. A: 
Ini0~~ndence in 1980 j the urban population totalled only 17%. 
Th~ Ministry of Public Construction and National Housing es
t i~.3 tes tha t demand for urban 10f.1 cos t hOlls ing will e xc€,~j 
41.')0, (nO u:1i ts bet:.l('en 1988 and 2000. Despi t;~ the average annu;'l; 
!,~·,..,,: .. (~t.i..on of 12,000 to 14,ono low r.ost unit.s over t.he past. fiv,.' 

:. .. :.h~ Gi)",·c~·n~~·">:lt. of Zimbabt.:e p.stirr.3tef; tr . ."'tt cn]y on·) t.~il·~ 
('.;~ ll~ :~":1 ;11)~l51ng derr .. 'Jr.d is he ing met. 

Thre~ pr imary imped iments to incre.3sed lOt-1 cost hOlls ing prodllc
':.H.;·: ;n Zim:':'.3.bwe hclV'~ b·:\en ic1P.:1tif ied by W:;,\E:: 

L~,~l~ cf fOl.-ej,5n '~i:ch.:1nt;'? for t.h,:: rC:"'l:-7.!·U(~t.jO!'i ~ect:~r ~·:hir.:~ 
:-.. :~ .... ; r:::.~:·ult.!:c.l in.1 !~f.~·J::rt:~ S:1()!. .. :·.,q~o:! (.f pl.:.nt ';':1:i ':.'::".liFrr.~nt; 

t. -. . ."' . ." • ~.'. ':. c.:," .:~.I::. _~. <0 , • , ' " ,- ~ ,~';.. ': 

•• _,. ~ J_ ... .. ,. ~ . ... 

... " , 

! ;.' : ... ~ -J.~: ' .. ' "-: c!'"". 

~."J ;.'.~. ~-~. :"".~: ~-.. ).~. 
1 " 
.L _;v,: 1 . 

:." .; .. :: ~ ~ ~- - .~ ~:', 6:~'."(; l c ~~ '.':." .-:.. ;',-: 
:' s t;-.~,~:!" j ~:.':: l"~. (i ',. e' ~"4: -::-.~. 

l:.:·!,\::!~ l~~r;..: .::,:",~ (:-:':.: ~G!?~~:;::7"J 
i~;:t::: ti"·,:.',~.i..t,i0~1·::lJ~r :~~.:::-, t:j'~ l~:::S?,:j.,:.!_~/ilit,:· 0:' !,-.. :,;~. 

:~ . .' -; :: ....... ;",: ~ .', n t . /.j.J l~ 8~:~.l 1.1:, an; ~ ~ ~ -:: ~_" () f ;',..~! ~, i~; ~ ~~'.~ i r.!; i rJ !l. ~-, t .~, .:. 
':i~~~~ se~tar ro13 
lo,~ incom'3 groups. 
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Specifically the regulatory constraints are with respect to: 

(1) 

(i i 1) 

; : ': ) 

public/private SAct,or in~qualit,i~s (:oncernir.~ th~ 
recoupment of off-site infrastructure charges; 

difficulti~s in bringing appropriate urban land 
onto the market; 

inappropriately high land use and infrastructure 
s tanoards I and 

Th·;.> Fi.:n)Q~e 
c0nptr~ints 

of this f3t.c:dy 
in more d0tail, 

is to ana l>.::~ tl~p. 
including a~sociated 

r~gu l.3't()r:: 
costs ,J~'-: 

. : •. ~ ~ ... ! :.: 1 1 t i·.: e r .:~ fcr::1!3 1.' 'o!q~' i red to a:::~r.Cl curr::-:: t:. ;'81 ic ies . 
~'.~:-:~ ~ ';:, l ': S;') lu t iO:1s 

~ ........ ~: ': ~:. i r) :1 of 1 G :.; 

D.~"C t.-., b~: r~~c~Jli':;j,8nd:'!!d t:'J ':-r1Col.!i"'a:.r·: t~·."'_· 
corlt :·::1~1t.p.r b:: U:·: p:i':.-:;t·: s'":ct.c':: .'!:-:-: 

~!' :. - r: ," : ~ ~'l 1 t..:J ~ t 
:.~ .-, .:' ~: :~:. : ... j c· r1 i :1 

(- :.' :: ~.; J. ' .. ~;; :: i.' c ;;; : 

in ~~r\' j ~~:~:'.: 
% L::t··1:";·." 

1:·::-, jnf0r~;':::!1·ts c\'r::1" 0 
F~r30na1 int~r~i~~? , '.':) " .. ,;... ~":-. I,... "-" '." ..... ' .......... 

... 
~.: ] \ :. 

'7: ~~ 3 t: i~~, i~3 L:..".: I;;.: 0:: IJ( 1::.-3.1 C;.:}·:f-: ''':-l;:j·3n~. I i~ ~.~ ~'.-. _ ~: ~',; r: :';': ;'. 
:',::, -,1;.' ~.': ..... ; :~'.~ n :.. ~: ~:; lie Co 1'1.-5 t. r ;.: :: t. i Q:1 I'=] n:j r ~': .. ~, ic n·:~ J. ;-; .:: :.: :~~ .:~.'.~: , •. ,' l~!'"' .;:~. ::,,:.~ .. 
(;·;·;"~!";.:1.·:j Offie".!, r'lir.ir:.:t~.":'" 0: Etj:.:.,::.::.t.it:-~·!, ZS:~.· ... , ':'.~'.'.:. :::-'i."a~~:: , ...... . 
:~,:\.!".:.-.: .. :~:l ... :! 1().~21 ~utr.0riti.:.·s; c.n:! 

':' 1'" 'I. ..... ::. ':"'~.. "2: '/ .:' 1 r:' ;"!::~":::, c· -: -::-.~ '~J~ ~ £( ':' !', ~:.r' 
::'1.:1:1.:'_-:'::, ~~:l'.! ~!.lill~in:3" s.j·:::i~·~.i~s. 

/·.":.t~t.·.1~;i~1al ane h')11.=.;jn:~ r)~:·"}:'~renc,? 0,':\4:,[1. d0.~"i·/(:-·] ~~!",-;~:: ';:~.~ P:1t:.=:-·:: 
.:'"'I~ ie - ':'~C r.o!n ic hou 58 ho 1d S:Jl:'/G YS Cl r.d f (Jc-: llE: fi:T::, u:;,' C 1 ~r:: I.!!::S ir·n;:: h'~I':':' 
b·~,;:~ consid3r~d in for'r.JI.llatir.g recomm·~ndationf.j 0 '-;s ":.') m.1tcn ~.;i t.:.; 
beneficiary socio-cultural considerations. 

Th~ consultant cornmis8ioned th~ servic~s of a Ci~il Engin~?r 
(rol~s and storm water drainage), n Civil Engin~er (~nt8r an~ 
f.)~W'3ragF:! ), and a QU.:lnt i ty Surveyor to determine -:.h8 .3ctua 1 un i~. 
~nRts of infrastructure services and superstructure buildjn~ 
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.~ ' ; ! 

2 . 0:. 

:: 1·r.'.:~."~ 1 shot-1s in summ:3ry 
.. ~ It:· d~] ~Y~ry p)'cces~ 

';:~I):l of s :.Ii ,t"~.l: ~. "~ 
• ' . l,~ c": :; l:;-yi:, t t!;'~·':'r 

o ... VI: qU 

compl1t:er. moae~ deve ~opect 
r.espec,t to 

ana Sl1pe r. sltruc tUre 

was 
G'.n,i 

:ficnl the rri? i:l 8t:~p~ i,n ~.h·=: 1.;1J1ci ar.i .: 
f)'om t,h~.; ::l~~b] jd.;lIl~ .. ~iir;.~tio:1 :"r.~ 
1'(1.:': hu;t i~.:; ":'t: ~ '""! -!':,) "!:. :-,~ ;··~n ~ f :t: .i.3."C :; 

)'; ~q."" :. ~ • 'f :" :' :);';j:.,~_ .:I~·:I :' ·;:.~,;: j"
'.,' ;.:: . .'. -: ... ... : _ , ': ~l ' ~".:; . ." 

L'ln i i:1 q~'b;;;n a ,reas is L·;ld under. i:v::ivlc tl. "",l t.i.tl·: (' .:'1;r;~'l"is:flg .': 
'n.i : l' ,· P"!,'f",;:'(lrt:l n t~ ;;,) (a:iti', ::nfOl."/r. ,1t ic'1'I (/r. :i.o···.,:. iil.:l. ·;,::t··':n:·., .,,;.~:: ... 
():~ f)'.'j ',,!!." and ~r~ ... icu:3 O'.1ners. ,,::d ri~1h J;:..· f~!' .. k :;N : :~:.: ·t::·: F~:(:;::'l·ty · 
J":' .:;L:I~::,-·,::ci .!!'i t)h.:: H·7Jg;hitrv,:.." of j)':;ods QL-:ic.,,:, 'jl>.h I,.:: {-~ c(", ;:.:;· ~ni,:::; 
!':; q :;:!ll'Ve:: a ~ag ;,~m 01" gen0.~,:d. P!· ... :1 fiJ..::ci i n 1'.r.: o;':Eic,:,c of th" 
:?~l ~":~:;'':'c' G,'3ner.;:l! gh·in~ 0, matil·:!m::.tlc~l c.,~fi,r;~. th:-, c.2 t;H !U. rr:i~~, 
r::f 7.ii ';) propfJrty. 

T':<:: ' :: :-','~lc?0r ~'~':2U11'r-;!S J.l ~·n·l .i.:1 th ';; f.l-~·") i::-, :: ; ;~i:. , il: r:1;::'-::.:: ~" rI "··' :" 
t-.h·~ il.0.::::l il:.:t·hi?~:ity is t.t:: d;·:·:;ic~! ;-:.' . l·;:n;j J:' :-:: r:.,~ c ,~;·.;: ·)), .'.:.:l:'; . ;:: 
::l(:q1.~in::J 1:1 t~.:::ms c i! tor;: r...:md :\':: ·::.1.ti~3iti.(, n ri-:t. 0: t~i:' :) (:I:l':,;'::h w~: :: 
!)Co-:-r: b :! su.p'3rer:;c.sd by t:E': J".:):re SO;;:'I. -::l"e- rnA .; !:::!';':":';:: n:: ~, ! ,..,. r.~' ; ' J ;, 

i .. "pkition Bin of 1992l. 

:.'·:: .llo tF; .:!cq1.t i!l'ed la nd can b,~ c.F)·:J~lop ,;;d £0:: 1,;,:: c".~~. h("':3i.l~g i :. 
::ll,UJt lil~9t two statutory lieq1.ti·rerl1ents: 

(f) It must ~i.e within the municilpqi or :to~m area Q,-;.undar;: 
·(gazett.ed :iln tel1ms of the Urban Counc:i! ~s 1\ct) i and 

(i~l 
op'3ratiJ"ve 

it ljIust be appropriate]y r.O 11'1 d ll n 
Town Planning Scheme, toeal pren or 
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(gazetted in terms of the Regional, 
Act, 1976). 

pLlgc 1) of .0 

Town and Country Planninq 

Th~ onus lie~ ~ith local authorities to keep track of lan~ 
r:,:dl.3!Jility within the g.'3~ett.ed boltndari,~s .".'nd to initi,1:,(' 
"'Xt'.1:.;~i-:,>n of bGund.lrie!:: ah::!sd of de\'ell)?r.:~nt ne-;,:s. Cun:,=,n7.l:.' 
d~v01·J~~~nt in many urban areas has over~ak8n availabl~ l~nd a~~ 
10c,31 authorities are only flagging land ne,=,ds ;.:h~n th'3 need i;,: 
.J.:ut·~. Recognit.ion is not given to t.he lengthr lead tii::c~ 
involved in statutorily expanding th~ urban bound~ry. 

A} 1 hnd within the· maJorit.y of urban centers in th?- count.rr~; 
:. :'.'."': t,) ;:onjnl5 regulOltion3 laid do~:n c:,' TO"7ll ?l'1:~:lin:~ ~.,,:~ .... ~.-.<: 
' .. ,. :J'~:'-=ll or l'laster Plans. Ty?is?lly, t.h'~ r'i'1:l:; a)'~ :>':!'l:: 
l'rl=13vl'bl~ documpnts gl'vl'n~ loccal al.l~ .... llo·rl'tl'~~ (~t~ .. ,r.~nn.~lL·.~l ... ,_~ f-~.·t· ..1. '~.. '"= ~ '5 _ Cl - - .. .': -" 

their administration) little lee~ay to permit developi::cnl not in 
3ccord~nce with a stipulated ~one. 

i!1 t.:-'rms C~: Sec:ion 27(6} of th~ R~~;jc:;::1.1, ~~(~~::1 <:~r;d C:··.1:~t::·:.· 
::.~1.3.:-::1~:1£~ l.ct, 1976.1 Jor.,:d .~llthorit:: i.s r.(:ll:~d h:: t;,-:,! ;:::';'.''::.',.-:~;: 
.,",~ .~:~ f")p'?ra:.i",l·,? Sc1~'?r::':! 0:'" ~1,:l:1 - n') j7",:-::.:~!.. :".:-'.:: :~;:.::'. (.:. :-:;~~.;. 

I ~ : •• ~ • ~'~ ~: :: t~? ~ i t:" t~ c;- 1?' ~ 1; I, ~.~ , y.) .'=\!: i - ~ q - C"':.: : . -':- :, .. " Ii', -, :." '. ': :. :- :. ~' . 

. ,.,: ':~'·:':'L·" !:y- ~~.~ :': i:'!" ::·l'.:';lP ;'".: .". ~~'." j, •. ', .,,; .. ,- '. . · ... r .. 

-.' ....... .. 
... ',.J: ... . ........... .-.-

I· .. ·• , 

,', J ..... ',: !' l.' ,- ~ - ' ...... . 

i ··,'~::!l :)c:·~lop:.18nt 1'1,;;1 O~: t::-::;>"::l" Pi;:.;) (:;::::::\,j.):.:~ : :: ~ :-: . ,-c, 

i>: 5 .L 0 n -I 1, To 'r: n 0 r:~: C') .... ':i t r:: Z 1.:. :. n i:1 G 1\ ,; t ) ; (. ',' 

,: l~; 
. . , 
r:.:""~C1S1C:1 ~: i 1. } 

~~l';:'C::[i.,::S ~J1oJt ";';:':':':~:~ l:'::c.',:~rd tn 
i::",!, 1 i:; oJ t h ~ 8, ' .. i J,:. i [c; i n E.::, r ~ b 1 i c 
3) o~ the RTCPAst), 

_, r :;,~:~ of l~,n~; ~'C'r:;J t:l.~:,~,: 

(~~.:::-:'c :ion:~ an::i e;':-:·~:1t cf 

••••• I 

' .. ,-, 

c ~. 

'\:.~:': r,"':::-'~-': 
intr..'!."~;:~: t, (:-., 

' .. 
:.. ... .. . 

\'.~. -' : .:' ~",:~ . 
('-~.::. ..... ~ ~.,. 
". ... - \,~ '" ... 

.: , ••• :." ", •. .! '.'- ~ ..... - " .', 
' ... ,'. .. .' ' ... ~:. ',' . 
; ..... :: . :: ::':=::-,~:: '=", -:'.- +. 

j :"'i '.; :.: L :' j".~ 
l';;(_l?fi;~it.i')n of e;':;:'.:l:1Ql!'.; 1)1'1)3n b',)lln(;c:!'i~:; ;:;'.: 
.. ~i:·.:~}y developr:;~nt. 

, - . 
= . .J :', I J t': ;:':.~ .. :.:: -.' 

2. I·lost Ilrban C~!1t0.rs nr'3 operati:15 0:1 ()';~.-~~~t:;:~: r!~~C1 in: l·-:·;,::~,:·· 
c:c'nin:: plans. Onc,= land witilin .:In L:rbt=i:1 ~.::.~r.r2,:-~1.':: !'.,?::: t,;·~·: 
a~quired for lou cost housing purpose!::, i~appropriate ~cn~~" 
regulat.ions can delay de'lelopr.lent by a I;Jinir.:~::1 of O!1~ y8~L' ~:;-.' 
freq~~ntly longer. 

Reouin~d Actions 
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1 , T~~·:hn ica 1 as!] is tanc'9 to 
t,·:rm ~t1t.lltc)ry me3ter plans 
il~fr;:\!:tn.1ct.lIre delivery plans 
IlL'ban b~undaries. 

local alithoritiAs to prep-:ll"E" long 
or mid-t'9rm strategic la~d ps~ an~ 

to guide the timely expansion of 

The latter need not be complex technical docum~nts, They tJou )-3 
ijf-'ntify l:uitable land for development, report 011 h()~ existinr: 

.-, '1"'/ i '.~ : c."")u Id b'3 extended and at l.:ha t f inane i-31 co:;t, Tb·-, 
: ' .. :-: ,:'. ::.j;'l t. icn l."a lIs in 1 ir.e Q i th thp. med ium !""a:1gl~ (1 Q - ] !.; 
:""'."3I.'S \ .. In tegra ted rJrb;~n Inf!'astructllre Deve 10 PITII? 11 t Pl-:ln:-=;" 
~)rcpo;'~d by the l~orld Banl~ und-~r the Second Urban D~veloprn0.nt. 
r 1'0 j,~ct , 

;':\ t:):. ;-.1 b~ carefllll:,r t .. :lrget.t,::-Q t,0 t118 needs cf l?.'Jch 1·)('.'1 ~ 
'It.h·)!:i':;,', It misht include up-t.O-ci.3t.e .38ri",1 ph'-~7::::g1·'=:P:l:.' t,(') 

!~··:..:'a:-r:-2 ;···~r:-u~."b.~n inc!:em~3nt.a.l d!?':'~1.Qpm~)r~t (:1nd ·::!"3.::S ~1)~~ ... 1:)~·~ -;'·:t-
•. 1 ' .' : 1 J; :: :-.0 :." t - ~:"-'l" .. , 

-~ \ . '.- , .... 
: .. ~::-. .t .. ': ·!i1!: 1:1.". l~!.~~;l~li!), b!: t. 

~ .. ".~ :':":'-11. <l'...lti:.)l'ity l,~v(·l. 

. , 
n·. : .... ; J ::~ • 

l' : .. :.: .... ; 

~.: ... ,~ .. : j :.ll.~r!:: ar~ 3tatt!~o"!. .. }P dI')8:!f.:?r!t':: : r.r:: .?t'"·::P'~!.~"'.i·.:·::;: ~~ ~~"'.':~ t:~~···· .: 
.-:.!.: :.::'.: .. ,:~ c~ r:o,-.7..}:~, h'ith t.1:·:· t::·:·~·"F·t,~'~:~t vI 0t:l::.·.:;·~.'~ ;;~.'.~' I~~:'·'.·\i·· 
:', ~::;~ .. -!1~.::-,: 1."i:~i-:;~·~ (') not h,,·:e t~·,··:· ;n-i~I~;1j::;r~ c~F·:,':i': .... ~.~ ~.:; :.:.:l~~~:·!':.l:'.:~·:: 

;",: :' . .i.'''~:.' ~;·e!.;31"ation 
!·~:-;·,:!L.:: i2 '=:~.I.l:dly b?rd pressed to ~o 5Q, 

l ::. ~.':'~ , 
1)° 

Loc.::>l ;;1.Itl':::!'i:~j.·:-:: ~~'1·.:.~;"1 ~l:::G 
th0 ~0r~ices o~ ~~iv~~.~ s~ctQ~ 

'J" T ~.,., ••• ~:.~ i-'lR" r..Jrt:.-'3.V'a~l'on .~--!..!..; ____ ' ___ . .. __ oJ. '-' _ • ... .... .• _ _ "" a_ 

\' ...... . 

(I:iS~:! a suit.1ble block of l~nd is acquired, a 'lay;)ut pl~n El.C'I..-inc; 

d~tailed plot ho~~daries is prepared for subdivision ~urposes, 
Th~ laYlJut r::ust be approvp.d in terms of Section 41 of the FiTCPl\ct 
(in ~h~ ca~~ of private developers), Section 44 of the RTC?Act 
tin th~ caB~ of smaller local authorities) or Section 160 of th0 
1;::oal1 Cc".lricils Act (in the case of municipalities). 

Erob1em Statements 

1. Th'9 shep.r volume 
comparison to the need. 

of output of layout plans is low in 
A review of layout plans approved over 
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th~ past fjve rears show~ that on averagt? 4 500 FI,)ts per 3nnu~ 
"'\!..~ .1r;,~·()·:ed under Section 160 and.3 000 Flots p"?r .'lr.num unde~' 
.7·~t.~··il 4·1, The numbl?rs of 10\01 cost h..:-using pbns flreF:3l'~'! 
un~'~!" :3:~-:t.ion 41 are very low indic.'3ting th~ limit~d pl'iV':~te 
:,"!.:t.cr in':olvement in Jand delivery for this income gt'OllP to 
date, 

Th·~ low voll1m~ of output of plans is a reflf:!ct.ion of bck 1')[ 
..... , ~. --? r : c. :~ ~ n among planners in t.he pllhlic se':: to!.' .:1:'.j 1 a~: 1~ cf 

. " !"~ ~. : ': :' :3 ';..rue tl.ll'eS for ci'Jil se rv.] n ts . 

2. Th~ q~ality of layouts prepared is often lacking b~cau~e 
of a r.u~~9r of factors; 

( • .1. ) 

.':: ) 

reliance of ir.ad~qu~te bJse 
ter~ cost savin~; 

l;:~"''':; ,~··:-,r·::,~i.:::·/:·-~. ' ... ~~,.~ .. , .:-.-:" 
,. ... ~ 

" -' .... ~ 

, 
r: ::-. ~ :~;.;: ~·:.1:: :' .. ~ t ' .... ~ 0:." ~ I" ~ -. "'" .1. " :.! ; 

...... .J... .............. ... 

c.~ . .:.~~(_~:.: ~.;:~,:-'~;:1 0:1 n~'~!.·O\·I~d J.,)~ .. c:.,~ .. :; cc;u)d : ... ~.'", t:: '~'~:~:".":':':'~"'-:'~:: ~:'·.1 ::;(:~ 
::~.::". ~.: ~.: .. :: t:, rc.c~: ('1" !:t]l"~~,~CI:: ~Lr,J.5..r.:!':;I~; r,').~:-:::~ i· .. ~:i.~;!,:,.:,j t:.:~ !~' ... :.:~:; 
~'<:l: .. ' .. :~ ... '~.':~:'1 qt...:...:r!. ... y (~;:f.:~",·::t.ic:1~ or ';..,"~~~~:! 1:':1 ::-: . .I.':;~:<,. 1":"'~:~: .:.! ..... :~: 
f.~ .. ~:·: . ..:~: r·.:.· .. : ~:~rc~ in~.::ri .. u;·~C·~~ t:: plot r~i:;.]lj~::.~:;:;r~~.::; .-:::.:: ~;.i.;'::~j .. ;..:..". 

.L. ' " .. 
:: ,_ 1 J .:. ]:: J.~.~:.': 

H. (:·,·~·~'.···::::-::;.!d l.'~; u:.::~ t}.:: !: .. -'.-!.. ... ·/it~ .. J8 (::: :pr~,~/:-.:.t~ 

. '.:':: l::: (; ';:; r 1 ().:. r~ i:c ~' ::1 t : ;.:d r <):: f i C'?':: a r: ~i 1: .:, :: 
: .: .. r c lar..;:~ !3. r,..~·~, (2. I~'. 1 ()(;I) 

t':.l Z~~3G F~r ~l':)~ ;1: l:;:.:!."-:~ 
efficient l~n~ d01i~8~Y, 

.: , .. " .•• J L' 

.~ J .. .:- " .'. 

A -: co; : .. ,. - '." ._' ..... ' 

2. In-s~rvice and c~r~~r advancem8nt tr~inir.g should O~ 
c::'?r~,j t.1) losal pJanr:0rs (prof~ssion.:ds and tech-::'cians> in bC;t~1 
th~ p~~lis and private s8ctars who are active in lo~ cost h0usin~ 
7~s7~a~s, Training would ideally be offered on short-t?r~ 
(.:o~,,:r~'?::;. Locall)' run t~l)rkshops on planning J-3YljlJt a:1d c.,;:-j€:~ 
~clJld b0 organized through the DFP andZimbabw~ rnstitl.lt~ of 
R~gional and Urban Plann~rs. Short-term external TA would h~ 
u2~d to design and facilitat~ the workshops. 
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~r~n~or~hiF to attend short-term C0urse~ in poli~y and skill~ 
:!'1hinq ('It. U.S. inr;;titut.iollS W'ould b~ t;'xtF'nc:ed to !)~nior levr>l 
~'>:1'1('!':: invnl':ed in formulation and impl~rrl':,nt.':Ition of lot.: coP-to 
il ::;:':'r.J policy. Identified courses inc:ludp: 

Lond Deve]oFment: University of C::lliforni.::t, Bm"ke]ej' 
and the Lincoln Institute of Land Policy. M~ss. 

!:'I:~i:lg t'lnance: Fe]::; Cent.'?!.' (,f G,")· ... ?'·n:n~nt, ll.r.:!nn. 
;.il:tj~-1Fld~ an:i th~ E·~:~e.:\l'Ch Tri.1I~'3l·~ Tn3tit~lt·,." ti.~. 

!l-QJ~Gt Appr;=lis"l and r.:r·b1n D.:3ign: Int.ernaticnal~. 
ir.:1ining Program, H.3l"vard I r·!.3ES. 

::ll·~:j'/:rj.'/03te S·:,,:t')l." Vo:-nt'.)l"!"·:? in i,irb."i:~ I''?\'~lC~':-:-:':'lI~ 
.~." ~ .~ :::. ~ t- .;~. : 7 ~l.=' h 11 i·~.J j ~. ~ ~ ~~ ~ .... :' r t. S -: .. ~ ... ' i ' ~ f • oS I :~ c . . 

. ~ . . , . 
~ . . . 

i·~h'·· :.~ ~~ i:':~~l' of L·"":,-·: 
.:;. :-.rj t ;',"3 L' ~.l- c,.":. t.-::.~. c,~· 

", -1-·:, .:.,: 't.') ~,,:~.:~ C!u".".li t~' <:;~'.~ cc~;,!~:4':1"'!~~nsi~.l'?!-~I~::'S elf plan3 ~~:I)t,;i1li-,t.-:·d, 
~ .. :.~':_'J::':'~.~':.r (1p31~.:/:_~ a!~c n,~t t,:·?i.c.JI1? ex~~~ri::·n,:;t:,'J:::..t this ~;~~':'.;:~':. 

. ; . : -.:: 
': '-~, .. ::::I 

t,.! i t.!'l-:::}' 
If r'o:: 

:;: '.l!1 : c i !=. ~ ] j :. 5 (".-.~ c :.: 
r; rr-;~;' /~ -: t. s ~. i;~ I.~ l.~t ..... '.;:-:; 
1 ,: .. ~ :,'. J :-- I,~ ::-: ') l' .: t i'~ ~ . 

.1 .. " "" . 

:.,t':::'~:,,:~:,.: (;:':01':.1. G.:-: r.! l!.=1'.. .... 'J!. .. ~~·, ::.'~·>1.r.:11l:.,. .~,='}~~ 1,) ~·):·~t.:l~ (i;- ~.:\~ .. ~:. t". 
~;::;: ..... '.: ~ ... J.~:1:::. L.~l.::/£ .~::;': ~~_.:.~(~!'.l~~' r-:·~:·~~::~d :.) r'j~lr ~,:.:~r: . .' 
. .. - .... ~;: t . 

. r •••• ,:: •• ~ ~.~.~.! },::::,)!;:, pIc,!"! :.s ,"3!-i!=':'''(J.:':c1, a p~t'r;'lit :~.' f.,:,~,,:~.,~~::~"! l~ i(.~::''':t:-,.: 

. ~""!'-~ 10'::21 o\:-::l(:1"i:/. Til':': ~,::r:iJ~t 13 :ir;.l)],;~r.".7nt.,:·;·~ t; ... =' 
~:::~::i:.:~~,::::-,::d L:)nd Sur-;<::jfor in t<:!I'i!)S of S~~sti:Jn 25/\ (·f t:-I':! r.."'lr.~.: 
3~r'ley ~ct (Chapter 147), Implsrnentation consists of th~ Lend 
S~rveyor placing p':!r~anent benccnD demarcating each plot on tte 
;~~~~d a~1 submitting a plan sho~ing the mathematical del: .8ation 
0: th·~ plots to the Surveyor Genera l's Off ice for ap~J'\)v.;11. 
7) llc;~l i.ng SG a pprov.:\ I, the Peg is tra r 0 f D':!ec s iSS'J~!"l C F.! r t if icn t·:,~; 
.-,:: registered title for 0'/ery plot in t.en;]:::; of the [j'?'2d:3' 
F~gistries Act (Chapter 139). 

CR~astral survey h~s been cited as one of the major b0ttlenec~~ 
in land delivery for low cost housing. Various s'Jlutions h::,v~ 
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b"=,,en suggesteB ranging from the use of block 
r:f 1!'1divinua1 plot surv~}') to th,:;-
(1.errofe!J5 iona 1ization of the iand surveyors , 

p:lge I of ~O 

Slll'ver on 1y (inst~~d 
deregistra tio n and 

'i'n~ cadastre system iri pl'!ce in Zimbabwe is compreh'~nsiv~ and 
provid~s a sound basis for both indi·vidua~ security of tenure and 
the value of propert"y. for co"J.!!lateral p"\lrpo-se~ (e,g, [01<1 cost: 
!" ',id"'n tial mortgage finance). In the 1980 ' 5 block bo',ndorr 
":n" ~~'3 w,~ re l,:~ed as a means of speeriing up th~ surve,y r.r('llJlJ:::s. 
,I''' ~ ''''J ~" i t \Jas abandoned be,=aus~ of in.3ccurate L"Iy jng (,Llt of 
::-ervic'3 infrastructure and the need for subsequent re-!Jur \',~i" to 
be carried out. 

I:: ' ~n~ !.~ no one re aso n why cadastr.31 su rw! y is cur r entl r .:1 S lo~: 
l'!.'oc'.eEa nor is there one simple remed.y, 

In ~~~~rous ~!e~5 a~~ve7 is 
. - ' ::;i·.~.1 h ·::t.~"' ~'~:1 ,".:1 '.''.:l , ::'!!'I)': '~:: l ·:.: .. ~.~ :: . 

.: ... "::: .... : i:.l;"·'U ~ 

:'.'~:.:; ' ~):':; ,:al~st;) 
;" · t~·~. t:·:.11Z11' lr 

'.Hi;; '.1i. ... ·,~;; ,'l~lc . 

,~·l!.··."~;·Ol' .-: ;:.:" ::1::;'1 :;''' ::.: i: : . .;o · : .~ ;.1.:.: .... ;.· ~: . .... 
plan .:! b llt n-:o~-:\."tia~jon:'3 ~ .~ ..... ~I ,:::e: : S U L ... · (::;:~~·:.: .')a :: 

ulln~r.e::3Sa!.7 d,~ lay::;. Iii r.;O::l"~ cast;"s ).:l:!C~:t ?l.:'lns -
~;V~11 b~i'.l.I1d ,~ d ~7 e::istL1G' ct:!,:,zd.r)!,)I'r,·:-I:t, ... ,r~ 

:;-, . Th'? numb~r of re2'i!3t'Jred land sun·e:"r.n·s ~"rl~il~g in t.~.'" 
. :·:;):'r.~· i;:: small 15 i n n~Hr.~ '~ r in the Fl"i'late E·:;ct,Q1.' ;;':'.r:'. 0 i:-: 
~::;.' ~/.i'::; (.'~ :ic.e (of :.:hom 2 tire semi-r,~ti!.·,?d). Th'~ r} :1:',":n:nit:.· 01: 
::5 -,~:: .:.~1: ·.:":.' r:n ;.: has a D~part:r:·Jnt. of SU!.'·/~yinlJ and is .·;~ :ll;;. ~: ;:t!.~ :,:,,\'E: 
':~·;:'P!1;1 :~ ~. d over the P.:J.st 3 y,-:an:, Th~ it7ll\l" re';.:: fl:::ade:r:i.: c.)' ~ !·r:: ,:
:· .. ,~3·:' bo ;L91J,ow-er:\ by on~ y\!'ar of. prac t i~al articles f o l lo::f.!d ty .:l 

1'," jOtl ~:tl:"; ey for r egistration purpo!;,:::~, Tr.·: re[£h:~l' ·:I. ~~ion 
" ·~:~irej':, #;n'.; e are not t:':): ':;e 3E i'/~ U:1e.:1 cl;,::,.:;.1l" ,!'d to ct"~~'l' 

: · : "~~ ·:-l.::-;:'~;, n.?l qualiiicatior.s (e,g'. ti:" r~al'S pr.~oti~?1. .. ::·~t
~.:.'i; .. lu!lt,:! e :·:;erience for ur:~n and l'egio noi :;o:"n:l'~;(r: .:: .. ' £1:1' 
':"":,I:ri:1 '::5:!.·s, The: la tt~i' alsl':' t:!'ite e. pr .. ,f6:s:si"r,~2 P!· :~ct:i.c:,,=, f;;" .:-,;'.), 

:' .. : l' iJ;t:'l'~d SQr'/eyor3 op':!!'cte under a ll?gi .:: h~ ~'Jrl pl"~!'l-::r i ~o:. (; 
:~':::~'::'11,'; of f~es (Statu,tor,.' Inetgl'urnent 200/£00), fih~~.'e j.~ 1.\ 

··>;: :-d~nc:.· for surveyors to leave the country O:1ce th'?;t ,:l!'(" 

l"~Jistl}red for more c ompetitive re muneration pacl,agce offered 
elDewhere (e .g. Canada, Bots~ana and South Africa) , 

3, Prh'ate sector surveyors c1.lr,rentl y have ellff ic i-=nt 
'!'l'.tipl!'J.Il!':1 t to oI"~r:'It.A efficientl y,; but lack vehicles, Vehic les 
,.,re no'..l on OOIL and are bea n g rmported into th~ country bl,lt CI t 
jnflated prices (e .g . Z$180 000 for a one ton pick-up truck \Jorth 
lj,S20 000). ~he price is recently declining currently Z$155000 
as trade iiberalizatton take. effect but is stil] in excess of 
the official exchange rate cost of the vehicle. 
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Future pr~v.3te land .surv,,?y equipment needs ;jnn ~quipme-nt needs of 
t.he Surve)'or Gene·ra!l.'s 0ffice are to tfie :varue of Z$]3 miLlion . 

. ,. l1ssuming tnat the l::llyout plan is pr-epared to an acceptable 
~t', 'nd ard, private surveyor,s are able to start survey of the plan 
., :TI('Inths after commissioning. fJlhey are ;).ble to provide genera 1 
;-lan b? general plan (,200 - 300 stands") on a rol-ling basis ahead 
of s~:'vicing requi1rerr.ents. 'Ilhe general plat:s wi!!l have passed a 
;:'I.'el!:-li!l~ry examination (no~ carried out b).' the privat.e 1.:lI1.j 
. :!". :( 1') i:ut require 5.0. itFprcval b~fore 1litle Deeds c.3.n h~ 
~.,:. sll·:!d o:gainst t ·he propertr (a requiremer.t for mortgatge 
f in .• n,o.,) , sa approvd is cunent .l y t.l,ing ]3 months due to .ad: 
of e:-:?erienced personn031, a limited operatfona] budget (of ZSl 
:.:il ·Ji;)(, p.a. ·03 Pl·(~.3enting 50?~ of requirer:l'~nt) and 'Uhe Iaok of 
i:l ~~ ::1. ·t i\'i"! stl'Uctll~:e fo r peore:onllel. Tohe last fac::t.or equally 
:'\:::~-:ts th03 orerations of the Doeds RegistL'Y t-:here flJl'th~l' d.~13)':: 
';'l"': -::-::"·:l·icn,::ed. 

., . . ..... 

" . 

.~ " ...... . 

, .. : .... ~. . . ~ .... ;.. 

.') . J·:,r''a~'.1l.'lt.·'.! t:! ·!' f~"'l ~t.J·t::b·:,:,~ ':f l~nd S!ll'Ve:ror~ 

.::.':::': ~Q ci1..,.rf;o « IT.i!1'i:..::t. r ai:.~ 10;" thf,!:'1' s:~r\".iccs, which 
t· l '" iilit:f, t..:;:d ~ hrcc.J:h t:!9 fO ' H of:.:i,:; ·~ . It will 
-; .. ~::j:~~~~ t, S.I .2CJ/SO. 

o • 
" • .!. 

.::0 p.r"it 
~ .. ould h.:we 
require .:In 

~': . :' :.:' .... ;::: c.):·:L~~ or ;;t l()I-; cr".'3 t pl·.)!;. .:tl··~ in tht3 order of Z~)200-
~."': · ~':'.'r.~.J.;, .. ~· ;3 ;~ r.': '~he ·:.;>.11l1! ~JI. .;: s·~tL";ic0'1 unccvel"pecl plot 01' 
l.i~~:~ c : r ... :Jlo~ "ith O:1('! r~'O:fl (',n) ,: ... ~ ~lcc1~ stru.c;t.1..lr ,~ on it. 
i~"":-:'l t::) dc~tblir.!! of cU.JI·rc·r.~ f·~~'r-: l;ould not l'~r::ult i.n .;; 
;.~~ · · ,,;:.1:-1L.~:"':1 cr~;~~ ir.~l· ,::.:" .. o:;r:: e:·.d o,.:"'~lj;:l :::.~ Bis:. in' ret~injng ~::ill(;!d 
:';1.'!."::_:·'.).!'; ill tbc 1..: .:.J;i.try, . 

J. ·'; ·:;;"kles srJ<;:cificall~' I'=''!: t:"l~ SI.lr..-e;: p).'of~zsion :':1':-']1,-:' t.r' 
:<'1-;~~'l~"1 l '.h·I)L:rrh th'1 reet!.'ict~d C:; !L co:;:;::':.ttee ~ith liil?!!q~ t., 
.:."; ;;.~::~9 G ::~nt :[.:;:;:Uitj'. Ft,;rl.~lr;~· T/~ .'Jr:d grant assit't.:nr;~ is 
)',;:":');::.::1 to ;:':):S ::l!: il~ exciting cur'lei' t;;~ui ~:rl ent in both tl~~:: ,?1.·i·,'atr:1 
.:.r. ~i p'.l. j1.ic sectors. 

4. 'IlA is: required. :in the SG's office to slJrmount 
of approvals, tm imput of cualified short-term 
tI()11 1d b~ effeotive as long 'as they had locdly 
p!..'oir::ss iona 1 qua 1 if ications . 

the hac l'lo~ 
contractors 

recogn i~~rl 

5. Currently all professionals (engineers, pl-3.nner~, 
.1rchitects, eurveyors, etc.) in the civil service at both central 
and local government are paid a "critical arel3S allowance" of 10% 
of . tho monthly salarz , ~ho CAli is paid to a post rather than 
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t.h~ person filling the post and irrespE'cth'e of the prodllctlvit,y 
0: the individual. 

II "Ft:!J"form,;lnce related pay allow.;lnce" rar.ging from 12.5?~ to 0;,:, 
should be considered . as a means of encouraging greater 
~roductivity in professional and technical depa~tment3 of th~ 
civil service. The PRFA would be paid only if perform3n~0 
8rH,~ria p,et annually by the Department ar.d Tr~.:lSlln' arE' m':'t. 
(~,~. ~r~pnration of X laydut plans; screening of Y ff~ner31 plan~ 
; '. _' 0,·:':. ,) v.:-: 1::; ) . 

7h'~ in troduc t ion of PEFA in p l."\ce of CAA t."ou ld n-:,~d ,"'ldcpt ion b:,' 
~.h·~ Public Services Com:nissic)J1 and Treasury in CO~1S~11t.~tion ~'it.h 
1~~0~t~d Hini3tries. . 

!:1~ra~: :.,~~: ~~'.tr~ Ser\· ices 
.~- ... -- " .. - -----

,.~ i."" , .. , :'.-: L· _, ,.. .• '. 4, 1., _ " ~: 
~'.. ...,. . ..... . 

.. . . . \' . 
. '0' • 

~·:j'-::·.iJ~; :·:~lic:." ,,:1','ic:'::: :~/) llr~Jl~ l(' .. ~,·.~l .:::t~.:.:·,,)!.":.~ .. :·-=:;; c-~.:R·,·i~in::. ]:.~ ... ,: i:' 
' .. :~' .. ~ ... infr~st::,"ust.U!·E: cc;~_:t~ (.,: .. 1",~-:-c:!.:"=':~2~ i:1 ,~ .. ~,~ !:.::,l}spi:1g ;;~,:!~~.-;.;!.": 

( , \ 

:.. " 

(iii) 

T:~e C?;: i( .. } 1 (,():5!:.8 c: t~1:; ho~:~c (p!1ich in~ ::.::='::- t:1-:- CS.:.:t.3 
':.-:: t.~:~.~ r.~1~:11ir,:; U:1it it:'::'Jli, j."C~.~ ~:'~ce;13 .:-.:-!;.~ ~t·Ji'"i~~·:.:::'~~r 
(: .... \::!!, t:::; :/~:~~.:' r·ri::·:: (\r~j f'11r";8), I<'~, h ... ~t~~: ,~; .. :1 
~~ ~ :':'3 ~.~ r::':~ crJ:. ::·.:c t b n f ~ 'J~':: Z! r. i CCl P i l'::, lis e ~i '::-" "J: ":'3 ,=: t ) 
~re r~c0?sr~d direct frc~ t~~ i~~i~iciua] ~2~~~ic~~r~ 
t:ll"ou:::.h a t:'~)::'Cl~l::;; Gg-r:::;~j;';:-:1:., Th'~ C:;:::'~', l:: :,,': r::~.~;;j 
in -: ;,u~."-:r.':lSO:: c3.Grecrr.~r~ ~# cal: 0:1]? C'2 .in~r?· .:.::;~ ,,-' 
t.t.::·rr:~ i~ [\ C·;:~c~L·c!l r:'.::·~' In i!:~,(~:'C·.~L, :~".'~l,::. 

~.:i::.i;1 'i.,:·I~ ,:;rtat~ 2.~n r~c.:(i':,:-!."~r~ f!.·,,:,~ t..::~~:~~"':: .. c:::;.rg-==.-2 
.~~:'·0:::S all hirrh dr;r:si~.y r~:l;;t;~'l;:-, c.;' J:-. :C,':--" r;.:, 3,:";:-

(~.(!. ri.:,r'1r·;~) .:~cros.::' ~:;r-; r..:it.y' a·3 & t:;tO:'::. !n 
l:u~.::;.r,,: 0:-11:: 80:"; of ti,;-,' C'j~::ts ,:~r':, l'(~r:;c;.l:-:':-·~ ::i:.:·::<·~.}:.'; 
?O~~ B!.'e r>;:~o~.lp",::d by g';:JC'ccll t·3rif: incr·:-:",.'::::' '::'':;l::';.=:::: 
th~ city as a whole. 

Operaticn and m~intenance costs (?,s well ~s 
adMinistrative costs are recov~red from fixe~ 
monthly Bupplement?ry ch3rges (or, in th~ C~S8 of 
Harare, rates). 

H0~ever private developers (with some recent exceptions in Harar~ 
and Marondera) have to bear the full capital costs of water and 
sewerage reticulation. This is passed on to hc~e owners as an 
upfront item in the plot sale price. As a result the plot sale 
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pr ice!] in pI.' iva t.e Cleve lopmen ts appeal' ml'Jre expens i ve thAn in th."! 
cas~ of locai authcrity developed plots and there is no means of 
cross-subsidies at a city-wide level. 

~1I 'Dr.) foJT mh:!·:!:~7~~j~~~:t~:1~~~~~~ .f! technlca!l! reports ' prepared ':', 
S~rvir;e!3 brancn in the then Ministry uoc.3,i[ Governm~nt .3. n!! 
:-il'J:l.'3jng in the early ]980'5. IDwo fl·,~quently referem:~ed r~porti .. ,,: 
'I) ' ... : .... E'i~n App(o~ch to Rr.:\ds =mri StC"!.'ii1t:,'!tt;':r ?rcbl~m3 R:-:: 13 ti',"? t , ', 

ili'fh [:.:ms i ty Bous ing Deve lopments in Z imhabl-:e ,. .: 1\tlg~ISt. 1 ee 1) I.:m.~ 
.. Infrastructure Design Standards in 21mba15~e" ct1arl:h ]982). 

IrJ c!'m:o:nn 
I'!.O;::C03 1.1 t.';·i 

with all con~trllction costa, Infrastructttre costs h,~\'~ 
rapidl)' over tho past dec:;\.d~, \·;ilere.:\s in 1982 a 30()~:"! 

t' 10 t C·)!:' ~ 
i:1 l::~j~. 

Z:H 500 to zcr\'ic~, t.h~ :..:a;r.e si::e pInt cost.s Z37 O(~t, 
Wht?re is a cleat' net;!d:'o r~vie!; th~ st.;\r.ci:"l.l'd.=; h~in.;;

>~-;'''':-:~·:·lt:.'?d Z'./!!linst the d~~clinins l'~.:\l inc("l:.~e!3 ('If 10;; in'::(;ri'" 
!'. j.':" J ~ ,. , .:: • 

j,. .~ '. ",:: :::. ~ :: '.:; ... _ .. _ ... . -

i. -!' !'re s:;l.!!r~ ?~':'l::-:-:; (.[ i:1~Ot.:=: !;.~t":i.~ .:d h)' :r~·i. ·:.::,t:~ d"'~'::~i.·'1per.!." 
. •.. hi:,"i :':'!L' lh':':l ii: th r~ c·::,;:e 0-; l('iC~il ,·:·.:~,h ,::;t' ity d,:~\·.;lc:p':.l·s b~,,:?l.l!;,: .: 
t!'l"~ G::;:d,t.;:dJ cor;tf: 0: t; .·~Lo::!; .:1i~d !:l ·:::~:.,:,!.·.:qc r~tic!.:1.'ltion al'C r.(, ~ 
::::~~ .'.~~ . : .:;.':r')s.'S citi'-I:l~~ 'U'::l'2fz. F'l'iv~\c,~ c:.;:\'¢l('lp~!,·s also c:~r:n '''. 
b:~ : \:£it from pot-;:nti.:,l C.::055-ElI.\:'siciif.'3.:'.t ." cU,y-t;id·~ i~;;\'el :i.r, 
.. :~ : ............... . M 

~ ........... .... ~'~ ... , 

~, I":'!;:if:1 s~nn(~a!'ctz:; b~ ina: l.1~eci h:; 
l:;: l c::;;o:t h:-Usli':g tl>.:!nd.;-.rc do n('It Ii!!:k: 
~t."·r.d ,:J :·~lD bi.1 ck,':Jn in th.:: 1981/82 E(;:) 
,·'-:1., d an","c.'."'ily ":pc . .o;,,e dod,:: 

:::'(i;:,:: loe.?,l ~'llt.[;o!"itie.::: i!~ 
it: II w:.:-;: c:: tl:oe rdn i~'::'. 
r,~por.t,~. li.:;~ is l't<;' in~; 
! :o ll.ltior:r; cueh as l'i) 21· 

,:.,/.'.,: ;~.:-!-:",;.;:: . ';lXf,'05e ~': ':: I.it:~ of t.}7.;:~1C--: ~:,. .ir::·.l ~. ~:l'?,:'n.'; , (lno:: sir;:ibl' 1-1:.:: 
lit.:.l·: <': '):'i:-·id~!:l..Li{J;'l c.f t-I::' C ') :r=;:, i:~.~:, li ,:: .~ ':.i(':':3. 

:!. :"\11 l?~: COl'S:' I;:,u.::in ,~ sener':':::l in 7.:'::i~: ,'ib:..' ·,:: r:-!I':,~ fiu:!.l :: ·3:-.,~· '· 
:·~t;"::1)l:a ';~ ior, s~'etems tllt:l ho '.ls€' conn')ctic::',.';:. It t:·:·ul'': l":lq\li!.'~ ." 
::.~j ,,~. i·\·Jlitic.'~] polL:;' d~.:i6ion to ,,It<:";l' this si tu.;~io :1.. '\.'; " 
l'~!;~lllt th."! vchtr.:c 0: su11s.r,e WDt.P.l' to be rjispo~ed (d i~ l',jg-:'1 fin ,: 
~·.~~':':'rf'!r.I Vu·g·~ plot al'e:!lS for disp:Js.:\1. In high c'::!'ll:·it".y ar~r,., ' 
iull sct.'·"!rag~ 85 opposed to on-site disposal is cal led for. 

SErlERS must be des igned to convey peak f lows and CII··.· 
cOll'lentional!l.i' d~!!igncd to b~ laid at a gliadd.ent which enSlll·;·.t1 
1:,:la t !?,;:3 k f lo.n:; caliry a \.:·1 i' an Y so 1 ids d,,=,. pos i ted d uv ing pe r iod 5 (J7 

lO~f fiof.1, 1ihe achievement of . self-clf;!ansing .velooity at least 
on::e per. day, at peak daily flow, is usually accepted as.~ 
minimum requirement. ~o achieve this, ' engineers make USe of 
ru les f)f thumb 8'J ide lines which have tended to become mor r , 

conservative overt the years. 

l5 



• tie if bl '.0 

S~Gen"':". t';r)rl~ carried out by the UNCH3 (Habitat) indic.3tE'S that. 
(:·~~if~i sp.lf-clea:1sing velocities do not OCGl.lr in 5:-:::,\11 diam~ter 
i:~di';ULlal plot connections and street laterals wlll~re flow is 
intermittent. Solid~ are shifted along these pipes by th9 
flush ing act ion of sequen t i.31 waves of waste- wa tel' . As th,~ 
s:)lids deposit on the pipe invert. the subsequent waste-wat~r 
fL...,:,: b.1C l~s up l1nti 1 the pressllre is 'suff ic ient to movE' the so lins 
"l:-r.:r the pipp.. There th~refore seerr.3 littlp. j"'lst.ifi.~atiGn ':',,: . 
. :,: ~ ,'.'.:;;,;.1'l:-:1 diamet8r piI='~s of mO:'e t:lan 1C1C;r:m; i:: fact ~:-::,1]1 
,ji~meter piP~5 have better solids transport properties. 

Th? following table illllstrates the cost s.:n'ings that. c:'\n h-:
o·:=-·:·;'~,-:.-j b)" using IOC~:1:m pipes in,'3te:;:d of tho? CO:1\,'::ltic.n::ll r,~:;'I'.::r.l:7':': 
1 [<~::-oI:1. 

T.:lble 2.5.1: Prke Fer f!,~t.l·e of B~£.cl; S~_I'~~~ 

(~~.5;:; 0107. rr:):lt.:;!!!:: 2,s~;:;·;'.:·...:~:1~~'~ ':';~:";.:,:,l. 

i~ ::c ~ .~., J. t 5 v!! 

S:,;cci:ds 

Tota I 

Cost :;~!. r:l~it 
~~ S ,J. ': i r, ,~ 

22.65 

~ -.. ..... ,... .. 
OJ ,-'.j olj':' 

.' :' -' 

. ~ -I", ," 
r " ....... . 

r, I'~:--~ 
I •• ,_ .... 

~.. 1"'" 
J, :; •• 0 

,,..., r, r..-
.... 1 0 .' •• : 

-, - 7 
~. ~. 0 ;,:' 

:. :: 

J..~~ ~::.)".'lr,7.S can t,,;: r:::;:f~ct':.d t,:: t12in::; a E:~~!,3.1~~r r.::·;~·::tel" ~jr~ 
":.:~.::''':!. ,\ C.J.'I~.3.t ~ho~)]d b~ n(·7 .. ~':1 t~l.~t clc~~::::u:·;;.~ ~;::'. t;t:·::u!" ;~!"j:~ .. 

·::::·:.:,r.:1:·:·::~I1S matter g0inin:~ -'Jee':'s:: to the pip~..!::~. Fe,!." ~":13 .. ~· l"e~:.:·:". 
:::;~.31Ie;- d ialn~t,::r piFes ~3h0Llld be l.lsed in f:hOl"t lc:rl:;:'::2' 0: :.:? t.~. 
lCO:-:1 at the head of the sewer. This can result in a 15~ Sa'lln~ 
in sewer costs. 

F'.lr:'h~r sav ing.::; can be effected 
d~rth of cover of 300mm rather 
saving on excavation costs. 

by laying S8~ers at 2 

than th~ conventional 
I7.1n Imn!".1 

7:;O;.J:Tl, 

Field investigations in the U.K. have found nQ correlation 
betwep.n blockages and gradients and sewers laid as flat as 1 in 
1200 were observed to function well for decades. Shallow sewer 
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page 220f 40 

rl-?signs shQlIld seel~ t.o m.:l:'<imize the frequency of dischArgi?s t(' 
i IlC ~"e.:lS~? the eff ic iency with wh ic h so lids are t.ransported h1 
s~.3.l1 di.1meter pipes. The llse of long pip~lines serving fF:'.J 
hCllse:1 shol.lld be avoided. If 20 houses '.Jere permit.tAd to use ."1 

C:"';r:r;.Ol1 connection. cost savings of up to one third could b,:, 
::1':: hi·? ved . 

. ~. ROADS -3.nd storm'.J-3.ter drain.:=Ige account fur 40~:, IJpw.3rds of 
~·1·~". ~'?l"vicing costs E'ven t.hotlgh '.·ehicl~'l (lwner~hip in low r.0~" . 
. ,·::.::!!.i .:l.l.·~~."1,3 1.'3 an estir:J::tt·:-·j 101-1 i;~.;. The followil1 5 t;-:\bl,~ sh:'lI .... "; 
' .. L:! lInit. C:.JSt5 of roads baseJ on June 1991 cost.s at. st .. :lndard 
~rC6S section designs. The costs are applicable to a d~ve10pm~nt 
:.·ldc~1 js efficiently rlannAd, f1:'\:' t.e.r"1:ain t ... it-.h no spec 1.'1] 
~(·: .. ')_·.r.J~~hic.:.'\ 1 pl'obl':!IM.3 :3.n:-1 .]\'el:.:!g'3 to stl'.)ng ~lJtO":'!c.=s. 
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~tem Goat pe r iin.m in 
widths 

8m 10m 1:!.5m 20m 

---.-.--=~~"==~=--~~------

$2.60 $3.25 S4.0S $S.50 

., Cons true t to sa le\'~ 1 $25.52 S.31 . .J8 -::"<:;' 1'7' .. ,J, . _ ... :';';).6(1 

3. e,o, ~l~en cut lfi~i >150 $6,96 S9.28 ~:1.6 ,) S 1:':. u: 

:. ,," : -) f"(·j~~,:o.ct top 151) ~~1~,61 Sl~.Cl 2. i3.5J. :~ :,) . 2 .~ 

.::.; '. , f. Ij ';" ,'~ 
,~ '" ( , " " 

'.',: ., 

~ ,'. ,. -
:... ': I , I :: 

87:"1 , ,33 

$~l,O:) " ': . ~l .-:: :::: . ~.O 

83"3,00 ~3G,O:) 

(,.: .:::::,:tra 3D Bas~(120 to 150) SB,G2 SG,62 ~::') .;: !? 

=============~====================~ 

$1~? ,IIIO ;';130.77 

S10 7.C:O ~lJ5,'i7 

:~n8,15 

In-Situ Hearing Course ROr.\d $58.43 $68.95 

2- ', .1.: ',' ~; .:;: .~~.' . :.' . , 

::.:' : ~~ Si,?~; . . :i, 

::; . I,.J f~:'~:~.;"': 

- - 7t r:.' :: / ':. ' .) ( 

Given th'.!: h .igh costs o£ seail:i.ng r.oads and the !lou v~lt::;:-= of c?r 
o~nership in low cost housing areas, only bus rou~~s and major 

.co]!l.ector r oads n~ed to be tarred. This mea5ur~ :. ..... uld account 
for a 35% cost saving on a~l other non- sealed roads. 

Proponents of sealed roads claim 
initial sealing are lOl:ler than th~ 

18 
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non- s~a !led roads i tarr~d 
r.I.:\ int~n:;\nce free: In fact 
"ip,r to, sea 1 needs resea ]ing 
t.."C C3S ion3\'1 surface pa,tch'ing 

road8 are 
tHis is not 
(Z$4,50/m2) 

and possic!l.w 

page' 24 of ~O 

said to be virtually 
the case, A double 01' 

every 7 - 10 years p~us 
shouldev regraye~~"ng. 

U!lsl.lrfac~d roads ne~d regra .... elling every 5 9 years plus 
oGc.;:siona~ gravel patching and grading, 100 vehicles p~r d3Yt 
'7;" ;..t~~s a loss of 2Qrnm. per an_nUI]1 o.ut eras ion is T.requen~l~ty the 
r;-i,l[4 ' ':.:luse loss in t:ounsnips, Naint.enanci! cf draino!!ge 
·~;,;.~ :,t3l.s is mere important than grading IIO!Juriaced !Jtr~fJts, 

Unp.~v~d streets normally have no surfacing and the top laye r 
c':!r.(lmes 't,ne ~earing cour.S"3, irhe streets require a gri'\v~l uea!'.in~ 
{~': ' :!,;; .~ of lOOmm thickness, Ho~evoer if th~ .in li'itl! material m,~et !3 
t!','~ spe.::ified material! reqllirer.:ents, n enwel Imaring coursf'i ne-:-c 
!::::.~ be transported to th~ street and t he il.·)c.;\l T;).) tfl l'ial or el,lo-
6'!, .:\.:., can be used as t;he we~ ing course, 

.- ; ~ ' . ~ ::·;;:~d!;; sl.lit~:'li' f'1'l." ni:'~ ·;.r .~ .f:r:H!r. r.~ in ~.= :; , : ~ ::-');~ I'~ '!: i';', 
; n) ,~!.·~ I;':C ire: -n ': .3. i. l~':;l .. ~ , St':;. :~~ -:-: ;:",;( r.-, :~ !::' .. :, .::.:. }.:: 

"-, ' ,':.1: :<'.:i :.-,? -e:": : ·:o::t:-·.: 

~" ;', 1·,!!, .1i},:H';! ~«nd 1\;;11:\ nt,"\lld ;:wd lJ i :; Zi:"~"l:-:'::';!'s 1·:. :·, o:: ·n:t nO!": ... d!1Z 
.:'r"':'!I:J .1l'~ hi~h in ccmp."r·ison t~ith st.'3:v,bl'd::: ur.:'~d ,;,\! ;::;c :"' h':: l'el i :~ t1:·:: 
:"~ ::; :':-:1, One of tho; tlS~ ~ most cb ... iolwly o·/p..r-PJ,'o'.'it~o;-d fOl' 5,!': 
C': :lCO l.'3: 6 ha (15 acr~5) fo!' prima ry !::C:100l:~ an ~! 12i!a (29 aCl' C,': ) 
fe r ::!';condarj' schoo is, 

'i:-:~ J.n [' rr ~ ~ch.,ol plot Sl:::es are l.;!ic!. (1!,):;:; In.:1 
S ; uC':lt.io n ci!.·cul~r dating bacl: t o t ,r) €1al' l r .l9ryC't 
,.,." .~, ... 
_ • "4 " year. It is j!.tstifi~d bi" t.ho Ninii;it~·y Ci: 

iiin i~~7. r}' .. •. 
.:11'. :: re:1ew~d 
t,·).;; e~'oun-,:;s 

( i ) !':i,;f;!:. sr.:hooL:: e xpt;!1·i.:;nr.:0 "h,;~ - s-?", :'i:-:.r:" ( ~~::-, '; :)lr,: 
::, ,:::: ~c ':'r..n in,Z) and ei,~!lll pIt) tr. l~"llld b~ c·lei'- c::,'?:,;':h::d. 

ItU In~ lHni~tl"i' h!l 3 E. ~'n lir:)' r,.: "~d'J--::.:?t:!.0n :;i '~, ; ~ 
;':'·:) ~: I J::t ion ". Far t of the large ecnocl Sit,3S Ell'':':: t:s~d for et:h::;(ll 
-r·.l' t.~ :-n ::: and a2'ricultur~ cl.:ls~es. La.:ld hur.gl."Y f:: c :vJr) l s~tr-".';j 
a::--:,)1.l!'1t for a ilarge cost burden on the residential p lots in t.h ,~ 
to t.') 1 hOllS ing estates - the land is not pa id for d irl'!ctly by th ,~ 
public authority (it forms part of an "endowment"); nor are the 
infrastructure services running along the plot per.imeters. 
Th~ costs are spread across aii resfdential plots in the estate. 

The t.)ble below illustrates the size of 
i:l comparison with educational facilities 
Zambia. 
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~. 5.1 ' : E~IST<~NG SPACE STANDARDS FOll EDUCAmIONAL FACILIRJE:, 
IN ZltISABHE . ~EN;{A . 'J:AN?ANlI~ AND ZAMB,r"A 

Prima·r y Sr.}lOOll.3 

Kany.'l 
T.'3.t.:an i a 
7 " ,.a:::J 13 

PIDPN. ~. 

CATCHMENT 

5 , 000 
4,800 
4,500 
3,00; 

25,000 
20,000 
7,500 

1.25- 1.5 
2.5 
1.6 
6.0 

" ,0 
5.0 

12.0 

IBAND PRORA'!1ED 
TO Z I t'!BABI'lEI\l-i 
CATCHI-IENT 

0 . 75- 0 . 9 
1. 55 
1.1 
.; . (l 

1.:: 
1 • ~ ,,, ,\ -_ . . , 

E':,;;:1 tah:':"lg' into account double s~~:!ionin::; ~t Zi:.:!:;.·.:., ,:.~:~;~ ::<':::CJ,'J:~, 
!.:.ca 1 s t..:lndards are three tir..-::s word g~n :::rous :.:h:~n ,,1:'t:':7h.:tf'1:l i:~ 
'"ilU r,;,[J iO:l. 

E ':: '::~Ioo l siltes were l.'edu:::ed by only 4(l;~ (t.o e::::- :C~· f:'eGo:~::\::n' 
E:::>.ool~ ar.d 3 . 6ha for pri:n~n' schoohd. on a l~~':'u: c' :: 1,(:i)U Z 
':::'. ~~~ plots, a:'l additional 19CJ plots COllld !: (;; ?!.'v\·iCh: 

,:,: .:Cl'·';~~ i:'.,; th~ p:::r unit infrast.rllcture cc.:::t. b:...:r':.'';:",. I t 1;':. '.~) .:: 
;;; ,::: ,.):.\:~t. for a 15% cost saving in th€: s ·::1.·· ... i:-:;;·:! 0: ~.:' , :;h 
l··:!:!:"~'::ltb. l plot, e:quiva1el'lt 'to a sad:ng of Z::::)~ r ·:.l' pl.;.~, 
( .. ~E..:.;tl:'r.:r 300m2 plot sizes. 

:·,i,!l.':i:".g::: on small.er plot siz.es ~u'e even mOl"e dramatj,::, :~ .. S fH. Oi,jn i n 
th·:. t,::.blc bc::ilo~. 

. ' , .. 



(Assume initia l nomina!ll estate size of apP'rox, 1,000 X 300m2 
endowment of at: least 20% of which 10% is open space; 

a nd road pro~i. ~on of 15%) 

plots ; 

---.--r' : '.-.. t !.i l.ZC No . Schools tlo . Plot.s Plot. Gained Savings 
PS SS Before After After Reductn per p~ot 

3.)Om3 2 1 1.000 1, 191 19i Z$950 

~OOm2 3 1 1,500 1,864 364 Z$1 , OO6 

. ': -I.. ' 4 2. 2,(100 2,7G:l 763 25 1, 2:33 ' ." ' . . 
.--- ----

r: . 'i'h·;: t::l\ t' l."~ n t m 1n lmllm i-l0 t f :l'on tagc and re l a ten m ln lmUii'l ? 10!". 
r;l :~ :--~s !;f!t b y t~v~ EPCNB in 1982 '::5 boeing 1~,5:-:l (,",:-,d 3D(.'m~~ 
l' ·:'·~P'!'~':.i.\t~ lr, All i!1:fra'structur~ e.jst3 are dit-ectly affect.,~d b:.
~'l"t f:·:::1t.:;\,[e ~dd thE:. Using present. cesign sp~cific,::>;tio:1G h" it.h 
l":'!"P~";~', t.o road and 5.:".0 .. Hater and ~ewer5. ccst. so'dn55 of 1 4:~ 
.:.: ... .. ! 2.-;: '. C<l:1 toe eff~ct·?:d bi' r .::anc in g th03 plot front.1f;~· te, 10::> an~! 
'~" 5:.1 l":'.';p·~cti.'>'eli', 

7:',; t.:li:l·~ b-:· l~H sum;il-!lri:~3 the im?.:)(~~s of i ntroti.1:Ging ~:-::~!~r::~d 
;:f.~-::i£ .:':lltions for i r,frastrw:tl.lre and school ;:;it.-:\~ ~:'i:. \'F., l"Lnble 
plot SJ.~~S , 
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"ABLE 2.6 : SUmIAR~ OF PLOT SERVICIlIG COSiJ'S 
A~ IIAR,MBLE F.!JO]."SIZES . Z$ 1992 

<In'~ iluBes intri!ns ic i!f.l.nd costs, street and to\.:er ~ighting, 
~." t.el'. 3ewer03g~. roads and stormwa tar d1'3 inag'3 ) 

10 X :!fJ:n 
(2rJ(:ri1~ ) 

~ .. ;., 

FRESEtjili 
Sl1ANDARDS 

6,126 

5,52(1 

_ .. .. ... __ ._-----

mAR BUS R.;'S 
ONLY & SHALL 
(I S "HERG 
(IN S IIJlU WC) 

5.9;3 (5,830) 

5,152 (5,03;1 

'l'A i1- BUS R is
OtlL~, S~gLL 
DMM SEHER", 
SCHOOLS - 40% 

5.015 

( ,. ~ . : 
.~ ,', . ' 

!. l'l:,":.,=r end. ~e~lerag~ co~t!'; should bl9 chc.r<3'~d i:~ the pl,)t ~~l·~ 
p!·:c·~ fo r local aythorit)' 03:1d pri\·at.~ cle\'elo~ .~!' alH:~, It """'l1~,?$ 
!?l" 1!'.3,:J io;:r accounting proceduroes, b':ltter record of ?lot S"'~l'V ic ing 
'::'7",.':1..8 ~.,n,"! eale prit:':es can h; dire::tlj' rel.:.!.::':: t.., t:!::';"! ~'.~ ':i 
l ' 7''';~t ~i::' r. ()f :;>l ot . 'Ihis \';01,\ Id C'~ in ti1e f01"1':1 of foG:~ i.(:)" £'!.d.r. ... :·l ine:;; 
o.~ liS .. HV projects by !';LGIWD to local authorities, 

/., I/ ,?rl' .. -;hop tr·3.ining .)n 03pprOprl.ttte jnrr:;;::"'':':'l.:"J tUl"·? c1~:;;ir;i1 
::)].'Jtic':'l!3 :'l~;'?:d to b~ fC\cilit<!t~d 0;1. an c.n-g:oih[ r: ::z;js, ~:.: ;?sir. : 
,'.::~.::.::"':'!.'S" il": 10:-;.;11 Cl1Jthoritir:s to r:c:.~:t e:ficii.:r.t. {;';:r::ign.'3. I, ', 

.:: "":l : :; !" ; )."r:.u:!:rl tnl',,~:;h the Zil!i::ab::e J:1zt.itl)te ci rr.:ri:;,= .;:r :::: "::1io:: 
i.).c .:~ :; ·:. 11 e::::'eblisr.~d local c~reoer ac.·/.:7.nc~m.;:nt t.}.'Cl.; . :::';1~ Pl·f);~· ;):.:. 

3. l. :liI11i"::.:r" pip~ di.?m~\;~r of lGCmm at ,J O .. ;m (.:·~?th c·: C(\'/~!' 
:::::')I.:l~1 1;:;; :n':.rcducec. at the he:;!.d of OF;I'/(H'S for 2<:::'.;-:11::: o:! :':;J t::. 
1:~',) ; ,1 (s ';r'linx approximately 20 pl0h. :::;). ThiEi H01.1l(~ e':£ect. a cos:. 
s:1· ... in:t: of 15~~ on se:.ler costs. U' 

4. On 1y bu.s rO l).tes 
hl>usin;r ~rf;)a.s should be 
on road costs. 

and m03Jor collector 
tarred. This ~ould 

roads in iow cost 
effect a 35% saving 

5. Hlv:re suitable in situ granitic sands should be Ilsed as thr; 
wp.ar ins course on roads instead of hau ling wear ing course 
material from off. the site. This ijould result in a 27% saving on 
road costs. 
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6. 25% of arl!l road provision sfiould conslst of t.h-e setting 
~sidp. of unformed rO'ld reservations only no cutting and 
forming, grading. etc. wil l' be undertaken by the developer/local 
.']t:th ,'rit~·. Clearing of the r.o03.d reservatit:: to provide acc~ss to 
pl·,tu wi:ll! be ltndertaRen by households 'as is alreai:l .~ done in 
rl.1ra~ areas, II'hfs lli!l![l! r~5u llt. i·n.,;\ 25~'sa\'i'ng on cons,truction 
ccsts of minor piot access streets. 

7. rrimary and eecontl,:ll'y school sites need to bl3 reduced b}' 40?' 
~) 3.SI:3 and Oha resper.tiveh·, Sit.es ~jould stili he large enollgh 
'!'~ ., .:i,;:cl)m:nodatl3 douole-sessions and education with production 
."lJ:t.ivities. A 16% saving on servicing costs of each residential 
ptOt (equivaient to Z$95~ on a 300m2 plot) wouid be made. In 
~ j..i~ ... i.or,. a housing al:ea. of 46ha (l.)OO x 300m2 plots) an 
.:drli",icnal190 residentia!l plots of 300;n2 f.lould be achie\'ed or 
36 ·1 x ~OOm2 plots or 762 x 150m2 plots. 

T·~ ~''''i":''''' 1 sit-:os uer~ 
. .. .. . ~ :~li.~ ,.:att::d to 

"'; .: II brOl.t'";~; 
. . .. .. -. 

l'~d1.1cc.j, 25 r esid.:mti"l pl.,ts per s'::h(·t;':l 
t. .. :.?~b~~r5. Dt 1This t~-:'1I1d r': " .. · .. n· a'!1ci .:l::-,,·:e t.h':! 
al!·~:, j}' !:>~e .:\.~ L:!: £0::: l.'·::n~ ;'.;: (~O'll:·l·:":;-.::,;~~~ 

" ': ' i.~ r.:.!.:iii:jI.>I:1 ar,,::i??::::\ble plot si:::1': ~:lculd bo:.: rcc ~lced to 150m2 
·:: ~·. :1 (, '~ o:"ff ':.~ ' .: t i'l~ rd , :1i~ :.Hil rr'):-:t.:':g'tZ: of e,5r.l. 'f~,':3 willl'e~111t in 
;; ,lir-,:, ,:t I,":Qf::' s ;;!" lin s:: 0:' 23 r;; ;:'01' s~l.";l,:: .::;J plot. FUl'therm·::>rc it. 
:.: 111 l'~sult i:"l mCl'e r.:ffi·::i,!!'nt t!.~.:: of ul:'han b.nd l'educing urb.7\jl 
~: ?'l!.· c : 1 1, jOI.;r:'''.~y to lJOl'j~ ~l'~"'el tim~s and costs of bull~ 
:::":1' ':\:;: t1.·1.1CtUl'':: . 

• . :-: -- 1 ,, " ,\' i r ...... t.; .... · .. : •• ..!.. __ • __ I.-! .... .. __ ."~ ~.' ~ .... ~ 

\':: >~t:-:: '~r t:-t':l land is d~'/ell)ped by a pl'iv;;l,tc d.~·:~le;rn· or lOCl.ll 
';:'1 ::'i:,:,::: ~~i·!'.;;, lo~a 1 e.~l·..:.hol' ities reJ.':.:l.in contl'ol <;':cv the e\'t;::·l;:'r.:.a 1 
'~!]"';" : '::~ '~i':n of pIotr:;. 1\11or::atiQ:'l.s are Ii .. :;!':'?' (.:1 the ba::is of ;:. 
: · l ~ : ;':'.·: l: cf c!:itel'!'" th-= f:Z) :3 t i:r.pol't:Jnt of ~l'hich ar£:: 

(1) ito t!~ ~ h')lrj rn:.1.!';t c"': regh:ter':-ci en tr.~ lo-;aJ. ':lJ~h:n·i:'r ' s 
l":"lI.:.sing ~ ,: .aiti.r:g list.. 'i'lie d ~~te 0: rr::;ristrl.lticm 

fJi','IZ:1;i th:'\t hO!.\:3o?hl)ld a pl-iority d.:\t.;:: othe~ thin.5~ 
l;.::i:-:2' equal, hOl1sE':h(Jld~ ~;hio::h :registel;.ed firet. at'':! 
al1~cated plots first. 

(ii) I:iength of proven employment (formal or inforrr,al 
e-ector are accepta. hle) and res ide nee in the cit),. 
Generally this must be a minimum of 10 years, 

(iU.l Proven household incoma bet".en established 
T3inimum and maximum limits (currently 
approximately Z.350 - Z$650 p.m). 
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Problem Statement 

t. Plot allocating is an area of potential abuse by local 
authority personnel. Ho~ever under the present acute housin~ 
short:~ges and lack of a ~orl>;:.3ble alternative it is a s>'stem usee.! 
by all local authorities. At. the time of plot allocation being 
m1de, more assistance could be given to households in areas BUGil -., . 
oJ 0'" • 

d9tails of obtaining and using mortgage finance; 

a schedule of building materials needed to build 
different house plans (plans are already available 
at nominal ch~rges); 

a list of reput3ble local building suppliers and 
5m3ll contractors; and similar. 

···::.~il:l.::ilit:/ (If r::·)!·t~.1E'~ f~.n;:-;,c0 thr()u(~h l('-:,~l s'JilrJirlg s()ci .. :!~i·~~ 
i~ eJ3~~r3ted in n sep3rate report undert~k2n by a different 
c~~:r~st~r 2~d is nJt ~9alt ~~th in this study. 

( .. ~ ) 1:"': ~ l': I) c: ':' 1 ? i.~ i 1 ~ i r; :? y'l.3 h'S R. G . ! ~ . 4 1 . c f ~ 97 :3 .J o? .~ ;'. :: ~ ,::!~.-: 
':'" S. ~ .~~l() 0,[ 19~,5 ~n t~~::~s c£ Sect.i:~lj: 15,1 c.: t>.':: f..:r'::3:: Cc·.~:~:~il.r; 
t.-::.-':.. (-;,·.;:·~'~l). j'i:~ L:.'12:';.: (l1ith th~ >:-;·;.:::·?p:-,ioi: 0: c:;:~~~·=~· 11 
(>:~lir.·; '.:it:-: :iY.''? p!.·ot~:7tir:.·:-I) h'3ve b .;)r::i1 ado:;-:,::': C? .:,11 l~1':::l:-; 
ls~~l ~~thQriti~s a~d are en~crceable i~ a court o~ ! '::::I' • ... ....... 

riJ~-= ;·::23 c'::nsLs"'c. of nir.~ ch.3pters, 44 p.)rts 2nd ';:17 B~Cl.J")r.::. J'" 

i~ r.~t possible t~ su~mari2~ the cont~nt3; h~~~~0r Chapt~~ ~ 
dealina with masonry is of particular relevance to low cost 
hQI.ls ir:.g in "'c.hat it spec if i~s the min imum Clccepta b Ie th it:: Jr.nesfJ of 
e~ternal ~olls as being 200mrn of masonry (or 100rnm thick 
rr:! inforGed concrete). (Conventionally 230mm or double bricl>:: is 
1: fJt~ d ) . 

(ii) l1?CtlH Circular tIo. 8/1989 ~hich states that hotlsehold3 
mllst "complete a 4 roomed house ~ithin 2 years (extendable to 3 
years)". This is interpreted by local authorities and building 
societies as being that a minimum 4 roo~ed core house must be 
built; each habitable room must be larger than 7m2. The present 
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cost of a 4 roomed house (assuming a very modest standard of 
finish) is Z$31 400. 

The t..'3ble below gives a breakdown of current building costs for 
varring stages of construction. The figures assllm that external 
walls will be only 115mm thick and the figures exclude the cost 
of a serviced stand. 

1. Wet 

\-let ,., 
t.-. 

.3. \'/'3t 
., . 
~. ':' t c 

... : . 
.. ......... 

...... 

, • _ .L-
,;t..,; v 7. 

TABLE 2.8 : SUPERSTRUCTURE COSTS (1992) 
(Assume 115mm perimeter walls) 

block (2m x 1m, to i let Ishower) Z$ 5,030 

blocl,: and 1 room s 1.:\ b (3m x 3m) ZS 6,165 

b lccl~ and ,., roorr.ed slab ZS 7 .. 300 t.-

blo::k and .3 roomed ~la.b ZS 8,435 
.. . , . s l.:l~ ...... 8 1 [17 lJ •. ' ._\)I·~:~ :3" • .,,-t '; l"C·C~.~':·'''': /" -' . ~.-

:J~C(:,: [~ :1,] .. ~:.t,":';f •. .;~~ ( .J;. :, ,~. ;;. ) ZSll.,350 

a lOG:: c. 1-; d 1 roo:~. ( 3:~: .. .'3~) Z:::13,502 

l. 'i't:·3 thic:l~lIC::;::; of cxt~rr~;d t;:,\ll:: as ~?,:.cifi~d in Chapt~r 5, 
,:·-·~:5.cr: C(l) of tl.~ I·!:)c:~4J. 2':.:'J.:,1i!:7 r.:.'l~~~E: is un!t0c~2s~:~.il:" '~11icJ~ 
.::.:.~.:: L!::; :.·:~.:~!l lc:;,,:l-l;·:·-.~·i::_~ ~·':::':l:'li;:-·~;:en·Ls of sir;lJ-:: f~7.(r·,:y lr);.; 
c~·.~·~ : . .'·::·[~·i'~2ntiQl St,l"l.!ct'Jl"'JS. ~:~ ::~:~,:l:l urb3n hOl:sin~ 5Cl""l':;::;es in 

J •• '~ co:.::'>,:,1.'Y built c'.:ri:1:; tr:'? !SCO's e:~ten~~l ,,~ll:: t';I3~:~ 115j,~n 
-::.;·;id: .;.:." ere ell :~1)1.lsir.g E",:,h-::;-;;·:-s of Z.3:-:':Ji.=.. Tl:·] :,ol..::::ing has 
:~to0d -::.h::! test G: tif.: r;::. E:-:t~r:-j:!l t.;alls c: 2.30r:n -t:-.h:;~·:.jl-::=S .:,.::.j u 

.. _ ... .... r-- r"\, 

(., ... I. ...; .) 6')0 on a 

2. A household requir~s Q ~ini~~~ mcn-thly 1~8o~e of ZSl 200 
t~ afford th~ ~I)rt£~g~ r~par~~nts on a four roo~~J co~e n~~2~. 
~.' ~·!F:-;:·l!:·s o:.:n adr::ission this ezcl'Jdes EO 70 p'?rcent cf 
:-.o·.l.2'::l:~)ld3 cL:.rrentb' on the: "'J.itin~ lists and is alrr:ost double 
th~ urban hou3ehold re~dian income level. 

Th~ consequence of the policy, exacerbated by the housing 
shortage, is that the majority of low income house own9rs tak~ in 
lQd€~rs in order to repay monthly mortgages. This leads to 
ove~crowding of the housing stock (on average one family per 
habit~ble room and up to 30 people per plot) with concommitant 
social pressures and infrastructure over-burden. 

If the following assumptions are made: 

25 
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(i) the urban household median income figure is 
extr3~olated over the next 5 years at assumed ~3ges increases; 

(ii) building cosls are extrapolated over the next 5 years 
at assumed percentage increases; 

(iii) household~ will be eligible for mortga~05 of 25% o~ 
int::omes i and 

(iv) households will pay a 5 percent deposit on shelteri 

t.b·~!1 over the next five rectrs. mcd i:,\n income lir:.1n bouse::c Id:::: 
will cnly be abl~ to afford th~ costs of: 

A serviced l50~2 plot (assuming seN~r sa~l~gs cf 
15';, ta!"l",~rj bUG r·:'I.l:?3 on1r and reC::..:.::;:!~; ~:::~·).')l Ly:.:. 
I,G:'~); . 

(ij) A !3l.lperstructu!',: C:):1!?,j,::~ll1;; of a w·:::t bloci·: 
(toilet\si-.'J~·:f~l") 2!"":d fOlln.:i.~t.ic.:ls .J!"!d f:':0r [:l.~h 
for one habitable: rO·.Jm (.3r.: ;~ 3r.:). 

Ii, '" c'=·sir:?:)le thet a hr:I!.~.::,~};')ld build a :.:·~t bl(;'c~: 0:1 th.3 plot C12 

r •. :;~:" es ;::('88ib1.::: S0 th?t it Hill b: Ff::r:r.ittec. b:: h~al:'h b;d;]::.:: 
<:.:: : .. y;.:: (o~:t.') tr.·?' ~t.;:nd c?r.-: n,jt h,:!','8 t::,. !J":' l·-.::n: el:.~~:::-::re. 
~·:~l.!.l.:·~ 'l,;:~ first p~!:r.~an~!lt ci:!bitable roo;r, is u:-:c.~=;r (.'t)r:.st1:~lc-:i:Jn, 
t.il·:· il)·J!:·:::lnl,j (and lodger i: n·~ces:,;an') t-;(:uld li':8 0:--, t:1-:: r,lot ii; 
.:\ t·:·:::;:·:!:'<.1l.';: shack (y.:1ot.:n lOG.:llly C,S a "trl!1g11C:1;"·). 

i. ·~·;·4-:: I:1tr:·r-:·;inist:,:·rj~l Corr,~,~it.te'? 0:; B1)il:::i!1~ :::/,l?!·:.s ::!'.::'.~:/,: 
::!:-:-'::!'".'; C:-:4?:,-::" 5. S.::8tion 6(1) of tr.3 l'!')cel E:Jilc:i~·I~ :t::la~;.:; 2":-" .~~: 
:,.) ~.',::!.·:~it f?ir-fiJc'?d ext8rn.:d wall.s 0: a r.~l:-.j:-::·::;: '!::--:i::l:::f~.:-2' c: 
1 ir~;'I::; i~ lc~' C08t h'')U8iJ~g dt:;·:elo~m~!1t. Ti'lis t:ould .:;C::-Ji:~·/,? c;. (:':::::~. 
~5vi~; 0: 10~ off all habit?ble rooms. 

Th·? B:ilCl:.is ~;oL11d ha'Je to be a.rr:ended by t.he I': in i::-:.o:,r cf LG;:'U:" ir: 
t~rrr:.3 of Section 183(5) of the Urban Council.,::: Act a:--.d. \·lOuld :8 0:
force in urban local authority areas without the cou~8il~ 
themselves having to individually adoptthe.amendm9nt. 

2. M?CNH Circular No. 8/89 should be sup~rceded ~o as t~ 
permit a minimum of a wet block and one room slab on a serviced 
plot. This would mean that shelter delivery to this minimum 
standard would be affordable to the 32 - 50 incom~ percentiles of 
urban households over the next five year period. 
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In terms of i)lhe Hou~l Building Bylaws, if no building t:ork is 
,-:ommcnced within 12 months of building pl:3n approval. then th~ 
pian ap!;Iroval lapses. 'Ilhi~ t:ould be an additiona il incentive to 
i10u3eholds to get construction under way as soon as possible. 

3. SIJI-IHARY AND PRIORl1lrZA~ION OF REQU,rRED AC~lONS 

Tll"e- act:ions requir.-ec to ef!ect: more tImely an'd 
bnr.l and sh~lter de rlii.very to m~et the neds 

cost ef-fec tiv.! 
of low incom~ 

·· . .:.·t...cC'!l-:l ids can Be separa tged in three C3. tegol.' ies: 

(1) ~A b~ USAID; 

(Ud Polic), actions req'Jired in th~ short term to rr.al,e 
housing ' and il1frastl.·ucture affordab!l.e (conditio!1!3 
pL"ecedent); and 

(i ',il ?o llcy .cti·'fls r~~uired in ,,,e. ""ort to r.:.diu:n 
t'?l"rl t.., ~ n!!m'~ t.!la!.:. hOl!!3 i !~ t; .~~ :·.d inii'3s!:1'~ct:l::~ 
r. ·, :~t s .';ll'J i:;'!:":' t(' .'1 J ::t ;~ i ::l:::. C'.::i.')!" o.::. c10 !!)"i!l 
':'. -; !,' t;;.:;· :F; ~:~·. ii'; :!' ::: ~~':? 

1. 'I':': b',' US/:!D 

Ch~nne 1 ._-_._--_ .... - .. ..--.~----...... ----._--_ .... _---
Loc~l uuthoritie3 

P~bli~ ~nd privat~ 
e;'3ctO!: pl.)nn'=l'e 

Prof~ssion~ls in 
ei'l1 1 s'3rviee 

Private and public 
s~ctor engineers 

E're:'"):H·!3 l: ,>; :~t.~";i: P l "' l1J 1'~2 
.?!l,·i E' t .. r.~t. ! · ~;i.,-:: l.:ll1d I.: e ·~ 
nnd in:l'~G ·Cl':lct. I..::te plar.s 

ljp':: :;.tF': IJ DPs ~r.1 1'1).'::; ,? r.e D?'P 
1.:\ :-I ~! . 

r; ?.:id c: j: ·!~l-:· r: : :.':':1-:', L~!? /::: i Bij? 
he '..;.sin,!' fir.z.ne.), etc. 

No re eqlJ ip;r:-:-:lt. for SG .'(-~ ri. 
e xp.; ns i 'Jn 

Enhanced mr.tl1ager:rent 
and introduction of 
PRPA 

Design specs, work
shops for low cost 
hOIJsing 

Fse li'lFEPD 

ZIE . 



~. Ehort Term Policy ~ctions 

(i) Reduce schoo ~ sit.s br 40~!' in ,,,ban .>reas to effMt 
16~~ sa'lings on unit plot servicing costs. 25 residential plots 
pel' scHoo l! (.1ou~d be allocated for teachers' housing. 

fOJlicy r,eview. by: M·inis.tr-y of Ed.uca.tion, implemented by: DPP. 

(iiI Reduce minimum plot frontages to 8.5m and minirnuw plot 
si;:.;-s to l!50rn2 to effect 23~' saving13 on uni!t plot servjcing cost.s 
and red uce urban sprawl and assoc iated probe ms. 

E' -'1 rqy vev.i:e(.1 Oil NPCNH, impfemen-ted in plan 3FFrOya 1.s b;.· 
D?P. 

(iii) ,\mend ME'CNH Circula r No, 8/89 to pr; r mit a minimu:1'J of .;1. 

I': ~~ l:b:::~ (t~ilet/sho ~-1el') and one room 51a':) on EI ser\'i,~ed p!ot. to 
~'~1'::.,?~. 1 :.J Co7lSt zh,~ lt9!." d~lh"'!l'}' Pl'Ogl'ilij'j$ .~-:-~ tho;> l,,:.: ·?st ~iO it.:::c·::;·~ 

:.: :" · ::-:,·i ~ ;'::': th::,: ul' h~n P :' !-~ l:~.;!~ior., 

(1',') Ali.end Ch.:-, pt~l' 5, Sectje)11 6(1) or th·) I': (:~i·;) Puilriing 
Byl,;;::] :'1) ~ 'ed~,::~ (:~t0r:1j:\l 1 ... . :!l J!J c: h-!!h!t . .1~!'? r oons fl't,:1'J 200::::-:: tc 
11 ~r.::1 ~!ld effect a Senin!! of Z':900 pe l' lvl 'oi ta L_'? ~· oo r.l (3m x 31:». 

t: :~'? ndrr,e!1t 0;.' the l1in is't~r of Local G:''l'Ierr.:r:e::t, Rural and 
:.h·::? I: D~l'l .. ~lo?rr:,;nt i n t'?rns of S~c~jO:i H:.'3 ( 5) of the Ul'b.'1n 
C';;I.::~::: i ls Act. 

(.,) T!·>reg"lat·, tho p"o"cribod "oa l o of f~·;e fer l,"",i 
61)l":e~·(l r .':I , E'len a doublin!!, of cUn-ent i-;:e[l ~;O'.~lr2 or.ly ar.:)unt. t e< 
3 ,6~; of th~ cost of. a servicl;ld p l ot. ",lth l1~t block F.'. :vj on!;! r ON,', 

~lC1b . r. ,~~·e~u1ation I-Iourld leBd t." t :--, ';) re·~ ·;n':. i (J:1 e;f S :ll'"I.~y el~ i ll ~ 
1.:1 th in t:L':- cOlln~ry. 

~.lJ7. -.:;.,"l!!;-:-,<;!nt of S t.:l t. l:tOl'j' In3tl'llm~nt No, GC'O/SO, to t.~ 
ii1itiatl3d b y th~ Surv~rcl' Gen::ra l. 

3 . Shnt to l1id-Term Policy t,ctions 

(i) Only bus rout~s and major collector ro~ds are 
tarred in future 101-1 cost housing areas to effect a saving 
on road costs (in comparison to all roads being tarred). 

to be 
of 35:, 

Policy directive to all local authorities by means of n 
MDGRUDIHPCNH circular . 

coat 
(ii) Where suitable 
residentia~ a~eas, 

in situ gran it io 
they are to be 
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o 

r:ours~ on :loW 
\olear itng course. 

vo!l'.lme plot ~ccess 
~hi • ."I!!!] effect a 

roads ins tead of 
sav.ing on road costs 

imported 
of 27% 

a]l! !local! autHor ~ ti'es by means of a 
CIic,u,la .. 

_ (iii! 25% of a1] 1o." "olume plo.t area. road. (8m and 10m 
t·p.I'::~r\'ations) are to be l~ft. as road reservatir."ns only in 10"' 
t:ost r~sidential developments. ~he developer / local authorit~· 
:dB! not carry out cut and forming, grading~ or. any m.:\intenance or 
t.h~ r..,:~ds (uhich will be carried out on~ a seif-help basis by, 
ne ighbourhood residents as is cltrrent ru~ t.he case jJn rura 1 
s.')ttings). 'nh:is w~Jl~ !1J effect a 25% redllction on low vo!lume 
."'r:ce~3 r.OC'ld costs. R('Iads t.o oe t.reated in this ':ay 31"':: to h::: 
indicated on a!l!l plans put forward for Section 41. Sectio~ 44 and 
Section 160 approvaiJ..s. 

E.o ,lic)' dir.ective to .3.11 loc .~ l Clllthorities. b)' f:l~a:1S of a 
;'::,G:?UD c ircul.ar. 

(:.~ !\ r.:i:-:.if,j:'m ::: ':;; '1 ~' I'!. !,~ I::'b-::"~·,:!:: ':: F'j:::itl ,-:o ~ "! (2 ':~ l t;l I';' : 

J. ',: '.:: ,;0(11r. :,1 ia tJ oe uro=d tel' L ·: ,[:; -.ilS ": i l:.:.) to jt:;(; r:l ';:It. t.;~,:, 
: :," :;\r!f: of: all s~\-:~rs in lou CO!3t b) l.lrd ng ce\·,;)loprr.~nt:; t" effect 0 

::-!l';i l'! ~ of 15;~ on s~u~!' co 0 "tit; , 

Po!t:'! direc tive to all 10'';301 ;H~thorities b y ~!~C ! i iI 
circular. 

(v) 1\11 loc~ l a u th.:>riti~~ a!'~ to r:-.,3.i ~7- I:!'J~ of t.::,:. r;r:rvic;~g 
,,:: p~·i·!,:>,"':.',~ planninl con5ult~nt~ t o pl'ep;:li.'e S-::ctio:; -).; .:Ir,d Section 
1'-;::' I.'l j'r.'1.l!; pl.!ln5 .:lnd Lr) .. ~(\l V~n:lopm~::t Pl.:tllS ~-:1 '?!'-= thiG ",ill 
r'"!!':tJ l! t i:1 more tilih,j ly land deli'lel'~' fell' lo~ cost, hcu.eill (:'" 
d'9'velopment. 

Pol!.,;;.- di!~cti ... ~ to .-=tll Fro·lin·:i.~d Fh:'i.:lil'.f-:" Of :: ,l.cel'E: and 
l ocs l outhori~ie~ by D?P . 
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OB.JE€~ IVE 

( .';1) id~nt:i!fy the iS~HI~s pl3rt;'!.iming 
~'ri':.:'!~('! sector dev131oper13 P::l}' for 
pt.lb!l!lc secto r agencies do not. 
flchoedule for r eforming thp. srstem: 

to the pr':'ll;u'mt RYfltem hy I:.lhi.'''~· 
all illfr,';lst.nlct.~Jr'~ C()~t.8 :-'11'.: 

and to pr!!r.'l.l't;! <'i r~:'\l.ist.~· 

(h) e:(~.m~r.e constrai.nts relati.ng t" 
tit.lintr :;ant! plp.nning .~ppro ·:.3;ls f i')lj 10 i:1 
recorr.::-"~!ld,''l tions for re:fiorm; 

.l.;\r.d tr :'H':f:r'1t" . !":l!~··; t:!'r, 
il~'';Cfii'~ h.,':IS \ r.~ ::me :;,",.J; i:'-' 

!(') : -i':-n:'i:r thj'~ land u~p.. s~~· ..... jG i:;g .:tnd b!) i V in'S s'.,..,nl':"I:·d ::: ~ .. ;;". 
···:~ .. i::·:~,:, r;-,?st r.:ign~fil::":;7.1r t", hj~!1'~t· -': ",r-tr: ::~. ~.:: i ... · -. ··~ · 

':' ,.,. (7:')5 s:W'II.t!C i:l (~11:~:-":' .J (:~':;!i..l·~. : :-"1'!~;"!:::: ' -. ~. ','.: c·· .. ·-

fd) r.'x.,:nin'7l hOllsi1ng CClfI+,.S ;,'1:1.0 F.l;q:LJt't) ::ll t.,-,)·::? r i':": 
f; 'J l:~ t i.,l'ls ~ i t.h a vii;l\J t.o n:,r, !lcir:g cost,,":; ':-' I': r: 

!t"!) eX.:Irnine oth~lJ' poter.ti.:tll (Jnn:'ltraints 
~:hio:.n e.r~ i.nhibiting the Pl"':-r.lu~t.inn of j(;'r: C~::-t r::·, ·'!! t ·?l' h:.· 
p'iv.:!.te S"JctOl" .3.nr.: r.:('ntrib!J~,ing to ~x-::f';':;:r;;i':'" b'Ji~riin~ 
d,~':';: lopr.,ent coste. 

"",' . . .. 

1. N~et with offi,:i.;d5 in ~.l~f> U.i:d.:~t!·J."':.:; 0:7 ru'!, ;,;" 
(:':,:~r.:trlJct.i('n and Nation;\l j{"1l1sing .'9,:;:- ~I !::}l ,.;: .-= t.r,:, 1 · ;5:1i;,,;~.rr 1' .• ' 

L;; .... .;'!l Gr')"':::rnrnent, Rut'.;!] .:1:'1'1 th'b~~\ [I -?·:F:l-):;-;····~~. a.;,~. '; ~C t! :'.·; . 

. "!'Jt.:":':'t·it.i·;,;;, to de+.~ltmin~ t.n~il' ;;.1.:!:;.~ f ';,: !, t,:>:· 1.'·'·(:1: · ~ ·!'.\ · ·.:·1 ' .' 
;d~llI!ing ar.d building !';;t,:lnti ."H'C!3. 

2. Examine the l~gisl~~i'/e pr.,c~:;: s l'')-:;'',lir'"!o:: ;: :: t:·,·;: )'('; '-')" 
,,,,; S::·='=l;'lC standards, p.nd m.'SIy'~ l:'I":(lor:1::1snr: .;tion.:> ~::':.h.Tt ,,.V·:;-. 
s! .. ~eri1' implementation of euch reform!';. D.;:t,t:.l'i::::l';- a re .:; :. ;~t.i .. 
schedule for imp l ementing the r~forms . 

3. Det~rmine which components i.n the plo"!nn ing llppro'/Q l/lar."; 
sL,rvf3)'/rreg ietration and conv~yanc ing process are cau::: ing r:\(;: 1.1 yr 
.1nd discuss "'~th GOZ officia l s tthoeir plans for. accelel.'r!;t.lnr; ·· 
si:r.plifying t he procedures, and make recornr.:enc1.\tlon!l regal't'~i:'1::: 
reforms . 

4. Obt03in inf ormation on CL.IJ:r.ent building :3nd infi)'F.1!'1tTtl,1(';t.!! ·.· ··· 
costs . Detail am:! illust.rat.e how t.hp.se co!':ta c: .')n be redu ... ,,:~ ·~ 
without affecting hea l th and en'/ironm~ntlll stflndal7ds. 

http:I'mir.11
http:ff.e-.Tj
http:I;.;..ii
http:I'LiI.Ix
http:i.;..,.".II


5. Discuss reduced stand:ud8 wit.h GOZ ()fficials .::Inri C::PSi,7:' 
altern3tive options for th~ redu~tion of costs. Ag~in, det3!: 
.:!nd illt.lstr::\t.~ hGf.l thAse costs c·:\n be r€~d.uct=!d ~·itl101Jt. ."=\f;-Act~r.C" 
r.I?31th and environmental star.dard!3. Det.ermine ::1 va lup. t.o t.~; .. 
a~tual cost savings. 



Ii"" CJt 22 2 2i 23 
page 37 of 40 

ANNEX 2 BIBLIOGRAPHY 

ARSO, CSC. UNCHS 1987: "Standards and Specifications for 
Local Building Materials", Nairobi 

C1Ly of Harare 1986: 

1991: 

~e KruiJff G.J.W. 1985: 

·· .. ···'·.·.··.:::-Si:1i·:,h, D. 1987: 

Decade Consultative 
Ueetinr: 1990 

--- 15~O 

Government of Zimbabwe 1989: 

--- 1990: 

--- 1990: 

1980: 

"A case Stud>' of the 
Aided Self-help Housing 
Department of Housing and 
Services. Harare 

Kuwadznn:'l 
Scheme. " 

Com;:'lunit.y 

"Tender Documents: Construction of 
Main and Secondary Roads and 
StormtlClte~' Dra.inage in E~ .. diriro 
Suburb". P.."lrare 

"Tho Des ign of Sep:,ic T~nk S::St<3r:13 
~Jit.h E:flw:)nt Diz:;'·)':.3l CFti~"'71:J." 
Ur- ~.:1:1 S':l n i ~,[\:, i-: ~·l I r. V0 r. '~.~.~~.::", ~~ ~; ~::':'~:\.J :_~.!.., 

Z im~3.!J:;e··. D2pCl.rt;,:-2:17, of G20rsrrhy. 
University of Keele 

"Sector Paper on l'i,3,t21'Suppl:.T ",,.,,-, 
Sanitatlon in Zircbab'8". E':\1'.:1.1·(: 

II D:~ca.de Consu It.::.. '::' i t."~ 1'::~'~:! t: :"Jj,' c.!: 
Hater Supply and Sanit.Sitio:-." 

"Public Health 
Environrcental H8alth 
Farm Compounds) 
Ministry of Ho~sing 
Constructio~. liarare 

Decade Consu 1 t,? t i .;~ 

(1'1 ir. ir:t::,~ 
S t::, f.d':t::(2~:; for 
RE:zulatio!:3" . 

a ;-;:1 ?u :'15.,:: 

!< 3'7: t. i.r.g 0;-: 

I'later S l~P? 1 y und Sa:1it2tio:1: S~(~tor' 

Paper on \~.J.ter SL!ppl)' f.1nc. 
Snni t.3 tion in Urta:1 A!:e.)s .. U::ba:: 
Councils and 11inistrr o.r. J. Local 
Government, Rural al~d Urc&.n 
Development. Harare 

"National Income and Expend i tur-:: 
Report". Central Statistical 
Office. Harare 

"Business 
A Guide 
Layout" . 
Planning. 

Centres in Tribal Areas: 
To Their Planning and 

Department of Physical 
Harare 

http:Depart;.:.nt
http:Syst-.am


--- 1982: 

1976: 

1977: 

If90: 

--- 19~3: 

19a2: 

1986, 1987, 1968: 

--- 1981: 

Marks, R.F. 1992: 

Merchant Bank of C.A.1992 

1989: 

"Infrastructure Design Standards in 
Z imba bt.:e" . M in is try of Loca 1 
Government and Housing. Harare 

"The Regional Town and Country 
Planning Act (No. 22) 

"The Urban Councils Act Chapter. 
214". Government Printers. Harare 

"Buildin~ Model Bye-laws". 
Government Printers. Harare 

"Calculations and Outlines for 
National Shelter Strategy for 
Zimbabwe" . Ministry of Public 
Construction and National Housing. 
Harare 

"Standard 
!-fa ter ia 15 

Core 
o:;.ly 

HOU5e Schedule 0: 
requir8G for t~~ 

C:0:15 trus t. ic n o£ O~~e Un it fl. 11 in i~ t,r : .. 
of L0'::.:l1 
Harare 

Goven~:r.ent " . 
a~c :!ot.:31ng. 

"Plar:nbg and Su~division Standards 
in Zimb.3bHe". Ministry of Local 
Governmer:t and Housing. Harare 

";'.nnu.:!.i Revie~ls". Depart:r.ent 0: 
Physical Planning. Harare 

"Des ign Approach to 8'),Jcs ar.~ 
Storm~ater Problems Relative to 
High De:;.sity Housing Developments 
in Zimsa.bwe". 11inistry of Local 
Govern~ent and Housing. Harare 

"ApprOFriate Sanitation Options for 
Soutner!1 ;'.:1' ica". Ste:.,'srt Scott CNL 
Consulting Engineers. Harare 

"National Housing Fund (NHF) Study. 
An Examination of the Potential to 
Liquidate NHF Assets", 

"Finance for Low Income Housing in 
Zimbabwe. Harare 

Plan Inc.Zimbabwe P/L.1989: . "Land Delivery for Low Cost Housing 
in Zimbabwe. Phase 1: Report of 
Findings" . 



Rodwin, L, 1987: 

SALA 1990: 

1990: 

1990: 

1990: 

--- 1990: 

UNCHS 1985: 

1986: 

--- 1984: 

USA ID ,1991: , 

--- 1991: 

1991: 

Zimconsultl Plan Inc. 1991: 

"Shelter Settlemen~ and 
Development", Allen and Unwin, Inc, 
Boston 

"Standard Specifications for Water 
and Sewage Works", Guideline ~ S, 

"Road Maintenance", Guideline ~ 1, 
. 

"Townsh ip Roe.ds and Storm Water 
Drainage", Guideline ~ 6, 

"Development and Building Control", 
Guideline # 9, 

"Sanitation Manual Design 
Procedures", Guideline # 5, 

"The Reformulation of Building 
Acts, Regulations and Codes in 
African Countries". Nairobi. 

,. Appropr ia ·~e I;~f r.;st~:uctur<:-

Services, Stancu:ods .3.~d 
Technologies", Nairobi. 

"Low Income Housing Pilot Projects 
in Zimbabwe", Harare, 

"Gui"delines for the Preparation 0= 
She 1 ter Programmes", Na irobi, 

"Regularizing the Inforrnal Land 
Deve lopment Process" Vo I, 2, 
Hashington DC, , 

,. Annua 1 Agenda of Short-Ter::; 
Training Activities in Housing ar.~ 
Urban Deve lopr~ent". Off ice of hJ}j, 
Hashington DC .. 

"Project Identif ication Document: 
Zimbabwe Pri~ate Sector Housir.€ 
Loan", Office to Zir.lbabwe a:1c 
RHUDO/ESA, 

"Electrification 11asterplan for 
Zimbabwe; Policy and Planning for 
Electrifcation of Rural Areas and 
Urban Low Cost Residential Areas". 
Harare, 



Banda F.r. 

Beresford M. 

Broom-e ,]. 

ChiC:8ma 111' 

t':::iriri P. 

;-: i tc he 11 P. 

F·r. iJ. ips r:;. 

Rr:~ Ie!" .J. 

S im.:lngo Mr 

To1f.3ngomb8 E. 

Young l1r 

Z inyu k1.l J. 

ANNEX 3 INDIVID~ALS CONSUL1~D 

District Housing Officer, Nr~meni, 
Mal'ondel';;t 
Housing Executive, CABS 

Burrow Binnie Ltd. Consulting EnginAAl'S 

SpeciRl Projects Engine~ring Secti0n, Cit~ 
of Hal.-are 

5 II rve yo r G,::.n'2l'::\] 

City of Ihr.)re, V,=dU.ltil)n Offi·:,,:, 

D irect01' og Hou.'3 ing &. Comr.:IJn i t.:: S/c-l"; i·:,,?~. 
M.:u·ond e ra 

~ :-=!?(~ n. t i \",..~ 
~d :.:8.3 t ic n 

r) :: ,~ ; .... -:. "... (:- 1 ':Ii ,''''''' ~ .... :r ) 'l,f : ,-, ~ - .;.... ,..... 1-" 
• ... 1.. .... t .... ' ... .... ,_~, • L I ..... ,.::. , • .L ...... ;.' \.'.. .," .. 

St~wart Scott NeL, Consulti~g ~n~lneers 

Assistant S8cretJry, MLGRU~ 

Deputy Director, D~pt. of Fh?sical Plannj~~ 

Re~]er end Reeler, Land' Surv~y~rs 

Assistant Dir~c~ol' o~ Buildi~g, ~ity ~~ 
Bll 13 WCl yo 

Assistant Secretary (Policyl, M?CNH 

Quantity Surveyor, MPCNH 

Under Secret:3rY, MFCNH 

Glendinning Contractors, Bulawnyo 

Ch iei Eng ineer (D istr ihllt ion). ZESA 



BY: 

ZIXBA!lfI FRlVAfB ~ ImSDIJ PROORAJI(B D15IGI: 

lCI<m-lIXIICIUC AKALYSIS 

USAID; BARARB 

MI!RCHAHT JWU{ OP cumw, AfRICA LIMITED 
(Registered Accepting Hwse) 

March 1992 

The infonDB.tiCl'l contained in this report is given vitho.lt any responsibility 
on the p!rt of Merchant Bank at Central Africa Liaited. 



~ ~ ii"t 'E OF CON ~ EN ~ S 

PAGE N1lMBm 

EXIDI'l!IVE SU\'tWlY • • • • • • • • • • • • • • • 

,1'.ErH00XII.o::y • • • • • • · .. • • 

A. J1JII INCCt!E 

1. 

2. 
~ .. . 
4. 
< 
" 

B. 

1. 

2. 
;. 

C. 

-----• • • • • 

ACCESS TO HOOSING fIllAllCE • • • • • • • • • • • • 
Il1ILDING OCCIErIES HlOCIDJRES AIID RFIlULATlOOS • 

mPWmI ASSISTID HOOSING SCI!DIES • • • • • 

mllEl'lCIARIES 001 JmlCllRCES • • • 
CONSTRAINTS • • • • • 

AFFORDABThlTY • • 

INOO<iE P!lOJlI:THllS 

GUIDE TO JOlR(1flNG LEVELS • • 

REAL EFFECTIVE DFlWID • • • • • 

OONCllJSION • • • 

1 I S ~ OF A P P EN D 1 C E S 

, -,-_ .. -r 
r:: : •. _· ... 

. --_ .. -). 
/': ::.--'- . 
;· :::::: ::;:X .1.:. .. 

J.?~ : i.in: \' 

t .P!'L:::llX VI 

,,-

c ...... · ... · ~· - .. , :'"";' '.-.... 
:.:-:·::-:-.: ... ~r (1-- , .. , ... • ' .. _. ..... ....-~r_·i 

,:y t,:._- -,-". .. . ... . _ ...... 
(. , - , 

.. -.. ",.-

... .. ~ ...... .. !. 

..-.. _:,: \ 
• ••• ' • •• J 

.... _ .. -_ ....... -..,.... ... _ .. .... - ,- II .. ... 

• 

• 

• 

• 

• 

• 

• 

.. 

• 

, . 
j • 

l 

1 

1 

'\ 
7 

l' 

6 

\2 

12 
14 
14 

1t 

~:.. " 

.... 

• 

. . u __ 



• 

Access to finance for 10\1 lncane urban housl.nr, ls fac!lltDted throurn ooth 

the f'lbllc sector and the private sector. The f'lollc sector's role ls 

largely that of rrov!s!on of 1nfrastructw-e ",·t!le the pr!vete sector !s 

lcr&ely reeponc!ble for the super~tructure throU(J1 f:nencc froo. Q.uHc!!n{,: 

soc!et!es, or inc!.\"!dU2.l sav!l1GS, or coc.pp.n!es assistinG thc!r e::lployee3. 

The current s!.tlet!or. !s one ""here the de:'1e1ld for 10\.' irlc~e hous!nr- fur 

e:xcee:E supply .... '!th 2.."1 es-;!nated 500 000 houst?holdd on the local author! ties 

\rr,'aiting list, 7e:~ of .".!-.:ch represents deliand by 10\0,' income households. 10,,. 

inccx::e households access to hous!nc, finance is !r.:t!e.lly constra!~ed by the 
1 j r::! ~(>.: B\,t!.: lat·! 1: t.y cf serv: eee E tP.r.i!E 't.t.: cr. ere survcyec for t ! t2e 

purJ.'Oses. Title to l~,,: is ezse!"lt:el as sec~!~~' .... ·hue the develop?T ..... ould 
t 'i' SE:r;':: ng bu! ld! r.~ Si)~: et:e-S r.ort£a&e f: nE::~Cf. vtr:e:'£: s~c:"'1::~ &ore avr:.!.lf.ble 

are 10;.: relr.:!\'e to t!-'!e h:l\h cost 0:' constr'..:=t~cr. f.r.d thE:T€:"ore l~r.;~, te~ 

rr:O.tE;a{e e::.Oll'ltS. ~. rr.ed:&!i 10".. inccr..e of m.'X'l per r:onth ;.'Ould que.l!.fy for e. 

t'lortgc:..c:e bone cf eppror.:';:;ately S15 CXX) or \lila cc~t o!' f1~. 79J !nclus! ve 0:" 

:!ie 5-:' c.erc~~~. Th!s ,,:cule not be Zu:fjC:E:it to r..:?~t tr.e cu.: ;-er.~ !T.: n~.,.:.r. 

:'·,,;:1C!!r.£ stn;ct~;-£ 0:- E: ... :c.t blo:::k, fo~ roo: s:~b 2.."',: k!tcher., ..... :-::c:-. 
cO~t $17 7[·6. 

E··· .. C.:. ... ":J~·;: .. [-.. t-"' l> .~,,~ . ... ,~c .. 'c''l'\· c:'tu ... ... ,:;, ... .... ~ ...... ~ .. .' .. ~ .... , ... . -. .......... _. . .... . 

b' .. ··'c· c.t' - ... ... --! .. , ....... ' , ...... :" .... • , •• 1'_ L • ;" ... ':;'-!:: 0:.;:-- ......... ' ' ... 

"''1:-- : - ....... :.c: ."'''' \. . _ ... ... -

_ ...... _.- ~ 
• ~ . . . ~ r. · · .. -... ~. . _._,. ..... 

(' ... ;. r· " .... , .. , - r'/!"' -r''''-'' --- " ... -. ',' 

The hbove cor.stra!r.tr coulc be s.llev!ate: tr.ro\:G. r[:.":!or.al!.sE:t!or. 0:
bu!.ld!nc ste.~:!ards ! .e-. throue,h a re:u-=tio:1 of plot s! zes belo:,,' 3(X):2, 

lO't:er! ng t he tI! n!.::1.r. requi red bu!ld!ng structu:es to for eX~':i;:le \t.'et bloc!. 

enc one roo= slab, Exp£!.nding the bu!ld!!lg t;.r:.ter~els sup~ly sector b~' 

I-rov!c1ng the requ!rec fore!@] c~rency to iwpjr t ca~!thl @Oo;:s &n~ sJllres. 

Front-end feez could be reducec b~ lncorporat:n£ bond and tronsfen fees an; 

. . ' . 



stamp dut'es lnto the bond vp..1ue as js done \rdth vo..1unt:on fees. There ~s n 

need to corne up with both short term and lone terffi solutions to mob!llse 

funds Into bJlldin6 societles to enable theffi to !ncrease theIr role· In 

pro\'!,s! on of 10-.' !ncorr.e hous! nC f,j nBIlee. 

Affordabillty projectIons In'!cate that med~an 1,",' !nc"". of ~roo per month 

"ould In-' 991 be Itble to afford to licrr,",' up to fJ5 COO to f!nnnce the C03t 

o~ a reduced st5n~ s!~e to 15002 ~~th 8 ~et block and one rOQ~ slab cost!.nG 
~'O 81} and therefore use the b&lance to develop the stand. Hm:ever, jn 

v!e ... · of the relstively hjgh ct)st of bu:ld~rl{;, the c~f!'erence bet't,:een the

c·,,::t o!' a un! t an': bor:d e!:e ! s n=trro'.:ec a.c; plot s! zefl: : r.:rea.se aoove 15:>:-::2 

and E:.S the develop:!ent increases over the .. ·.?t block a'lo one roon sleb. 

Unleas currer.t st!pu!etec buHd!.nc. st&'.''lcnrds r.:.re ra;t!o:~~:se~, neTe js e 

danGer tr.at reo!=le ~lo. the med:e..'1 !nccr.:;e ",·ot.Uc be s::;u~€::e~ OJt of the 

h?'.lS: Of Cl&rket cue to re=t.:~E': p'Jrc!",as: nf. p'-..:er. 

C".:!"'i"e:-:t E'st:r.-.!!.tes: JXt t!':f !':o'..: ~:nl \\·:-· :t~n.: l!~tf c:- 1,;:"'h~ ..... ~o:-r:l 2:!1~lor;t:H 

& .. ~ SX C\"X) un!ts. Assu:::;r.£ ~r.r:.t 70:'- o~ t!-.:s is dUE ~c }",' !.nco:::e- r:r;useholcs 

! .e. 35C cx:x:>, t:lere ;5 e r.e~j t" pro\' :de on 9vereee 70 cx:x:> U!'.!ts per year 

over the next 5 ~'ears just to clea.r the current .... ·2.:t5r:r. l~st. The eo OX' 

t:::! ~s Env~ safe= \3lder the- ~.·orld Per';'; II 5 ~·er.r p'ofrez:::e .... ·ould tJ-.ereforE 

O~. :;~· cover or.e- year req·..::re=~r,ts to c:e~:- t~.e- \..1::t:n£ l:n. '1":ie rres.;::1t 

E:=t:~ . .,..·!C S!tURt!C:-. o!" c.!"'c· .. rr.,,: ~:'.~ :E:.F !~ act!r.:,,: ?..5 E: ~:s:!",=ent!v€" fljr r: 

;\.:. :- ;~~~ !",'.:.:.'t-e:- o"!' 1(" ,·,' !nco:.~ €:'::'!e:-E' tc I), .. ; . I : ::~ ·.:.tf. ':":.: :: :: ?:.' . ~ : ::-. :t r;c·(.'tl": 0:" 

:"::": ~.' . 

, " .... .. -.. ....... - .... . . " .. .. .... _ .... ' " .. ~ ........ . 

• 

..... , -



DEl'CRIPJ1I(Ji AND cctn'EKT OF CUI1IIDlT IIJUl(JIIm ~CCESS TO HOOSING SB::TOR FINANCE 

METHOlXlUXlJ 

The objective of the f:icroeconom!c Analysis is to detel'lt!ne probnble real 

effect!ve demand for 10'!-!ncome hous~nc unlts by urb?.n houschlll <1l; ,ith 

belo ... meQ~an lncoce. and to examlne those factors which '·!.ll I:\Ost strongly 

e.f!'ect this deow.nd. Ex2m!.naUon of t.'1e above ~sS1le ' _nvolves e descr!pt!.on 

of the ex~ st!"B procedures and regulat~,ons ~overnir.s 10.,,' incCA.le households 

eCCE'ce to hotiS'n8 f!nance; idl?ntjfy~nf. the l! :':ely cost of s!':elter; 

detenr.!ning the med!an incaee and "hat shelter l t CM afford; e.nd e)ven 

efforcsb!lity deterr.~ne probeble re~l effect:ve c~~~=. 

C! scuseions ..... ere'9f!ld ... i th the 3 orerat! nf bu! ld! I1f eoc!et: es a.~j t!-.e ne't,' 

one currently r.ot !n ofE':"et!o!'l !n order 'to cEter:;.:r.? ex:st:'rlf !""!"CX!c:L::-ee er.: 
re~Jlet!ons an~ the re!c.t:onsr.!p bet .... c:en !r.ccr..€ anc r.:>rt!:'"2ee ber.: E:ze ~O:' 

la",' ! nco:.£' hoUf:.! "eo !hta fro:r. Cer,tral St.:.t! s"'! cal O:~f! ce _'2.3 ar.::l=:seO: to 

deterr.:ne ~e~1an inccoe ~h:le cost of shelter ftaE obt&!nej fr~ t~~ cr2f ter 

on lend Issues an~ r~ ld!nG Ste..''1:ards. r·::' r.~ stry o~ P,itl: c Cor.E'~ru::t~ 0.'1 Me 

l;!'I~!onal Hoas~nf ",.~ cor.-..ec~e-d to est~bl~st: t~e cu.:-re:-;t ce:'i'i~.o. Fi.f:ference 

.... =.s hlSC r.::.ce to the c!u::;~s:- or. P: nc:r.cial gyste.:,~ A:", ;:ly~~ s • 

• ..: A .. 

n. ~ .. 

" . , ,::; 
,-,. .-. -~ (~': , ;.0 .. " ... " .. ·• ...... : .. :... ... .~ ... " ~ ........ -. 

C::- ·:r':,-:.t f' .. r,~ ~ .. * • .: .. .. ... ~, ... ,::.,Ar .. • . .. .. . ., , . . . .. . ....... 

• , . OOSTOO PROOEOOi'.fS A.~1J RIDUlA?JQI\'S GOV!PJilI(G WI" n;ca·:r WJS;}IOID 

ACCESS TO HOOSING FlNANCE 

1 • ACCESS TO nOOSING FINANCE 

Access to housing fine.nce in Z!mba'b' ... e for the 10-,,' inccr..e urbe..''1 households 

is fac!l~ tsted through both the p'JbHc soctor "-00 the pr!veto sector . Pr~or 

to 1930, construct!on of houses in the h!g-. dens!t"J are!:.S .... ·as contractel to 

th~ larGe pr~vate cons~n.l~t!.on coo]::r.::J",ies to eerv!ce 6t~:S 2."1: p;.: up the 

' . , .~ . ;:'" . . .. 



superstructures. Hounes were then allocated by local authorJtl es to 

lndlvldunls larc,ely on a rental basis. 

After 1980. follo"'.ng Bovermcnt' s policy to prOlt~~e ha:leo\'T1ersh: P. larc.e 

construction canJB1lle. ClOved out of high density construct:ons as stands 

"ere beine allocated on en ;ndlvidu31 basis for developnent on a self-help 

l)",,:. or \':\ tf. li\Elcl.ng societies loans. 1l'i1 s resunea In a prolfferatl.on of 

sroll l ndlcenouo contractors and bulldlns brl.cndes ",ho "auld neBotiete 

ind:vldual contrEcts \-:th each indlv:.duel doveloper. Over the years the 

R,?re experi enced contractors have moved up the ladder to construction o!' 

u.! eele and hi6h incane houses. TIle construction industry is currentl.v 

overheated. ~he !arge construction eOlllJB1lies realise the huge delJlllld for 

!l.O'f: !.nccxne houses Me the potentiel fu't'.lre bus:'ness th!s represents. T'ne~' 

,,:auld consider co!r:g hack into high d€ns~t~· t.ous~.rl6 prov!ded the hOl.LSes ere 

don~ !n lots of 50 un:.ts ane abOVe. r.o~:.s of the Ei'..s..!ler 'but ex;er1ence:! 

cv:.~e~!es 2!"e \<;:.11: lii. to unte:t~:e lots \\'!. th lezs( r \,:.:1: 'toE-. 

Es.e·:-nt! rJ.ly t th€;' ro~e of the publ: c sector has s:.r.ce 1990 developed u.ore to 

tr.l!t cf pro\,!der c!' Das:,c :nfrastructtU"e with the pr!vat.e sector be:.nc: 

r-:sror.s: ble fo!' prov: dinr- f:np_,ca for superstruc~Jres. 

RJBLIC SroroR 

':ne r:~::Ij:i!:.l l!our:n,r F"..l!'.d (j-;"r:?) :r. the r·::.r.:.str.v cf ?~'::l:c Cor,s:;-uc~!.O:1 arl': 
,-- t'on"'; t!o"C'~r,r (.:~ ..... -.!) '. C"'r o ; 0 ..... · ............... I~ -- ~ - .... \. <o··- .... ~ 0' 10" co--..... ~ • • I~ 10 ........ 'C. ............ "" ." "~ ~ ........ , . .. , .~ .. :- • • _.;:.. . ...... _'= • 10 :.. 

tl·- ...... -" · t -;. ,. .... .:::.- 1 'T"'rJ" - .. .. .: (---) ~ - :".: " : .. 1. __ .. 
.. \04(,... ..E: ut:.,_. a..! JJ.'~. :- .... 1_ .J~ .. T ..... _ .... ... .:. ".' 

c • - ,- - "' t ("-0-"") , . .. ur~l &"'0 t.iro:::':1 .a.eVf,l.Op:;: en ,.,.1:\,1: ... .&.1. .!.CCE..l 

!r,'!'r~t;-ucture loan~ tc l~:r ~.,: G:a.-=- over }G YE:'(;;,S. 

!aet. local el\thori ty has v&rious scheDe. throu;;h ~h;eb it prov;des shelter 

to 10.,,' inccr..e households. Tnese ~nclude provision of sHv!ced stsnds only; 

serv~ced stanee .'ith e "et bl~f.; s.r"ieee stan,s .:th e wet bleck and slab 

for one to four roo:z; shell house ~! th no "'i.noo ... · fra':ies arid door:sj cO::lplete 

buil 11 up house !r, very fe"" cases. In Soof cases local e.uthorj t~.es allocate 

.. ,' .: . 

="'"' 
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Ylrf~n iand for development by tpe prlvate sector. 

[lerend! 0t': on the type of scheme t each local buthor! ty .... 'owa rE'ClUE'st the 

r·:R:NH for fundlne. throU/lh tho ~'hT. m'!lmr ~ould In turn seek for tn, hoi. 

from ~:! n! stry of Finence, Econo:n~c Plann'!ne BJld Develo}lT:ent (1·:ITrI') tr.roU{vi) 

the annual budeet allocation. (},er the past 5 years r'EPD has on nvere!;!' 

nllJ)cnted to the IiHF le_sj! ~h!!1l 251 of the urb?.n counc~ is' roquests cu. to 

budt~tary constrwnts. The HPC!ffi would then allocatE' to local euthorH:I:!!\ 

thr nvajleble funds basea on, &~onest other factors, each local author!ty's 
1:trprm'eo borro'r:il18 p" .. ers frOi:l ~'.lORUD al so tak! nr. into accoun't avaHatl! 1: ty 

of runes for off -s!.te infrastructure thro'Jfh th!lt t.: r.: st r.v; f:n!lIh:": 1..1, 

tech.'l:cc!.l. and other: tt.!!Ilege:nen1l capabiEties; psst penfor.::'i9J1Ce !n tems 0:-

10:.i:'l serv!c:ng. 

Lo.:~] e'J~horH!.es usually enp-fe ~rt\'~te contrp.ctr:r~ 'to develop t:;e str-.nds 

up tC' ~ lev.:: cE"j:'end!ne 'Jj:",n the t~·pe 0: ~:'t:e::e. ':'r,~ serviced st~~:::- are 

"1 c-.:-- to ou~ ' :I'\O for tOnI<.. .... ,,:,~1":- 1'0" _. • ... c;. • ;. .... ~ <; .. ~ •••• j,. ... _, 
Ci.i.rr..:~~t1y belo\-: t£,50 per r.,'Jn!:-. for OarE:.:-e \oo'i1! cr. : S tl ~jp h:f.~e~!, 2!'.: j::ove 

thp..t cne res;c!es :n a part:culE:.T areE:. of the lo.::r::i aut]';or:t'J. f.:PJ!;';-: have 
!nc!ce.tec. that they ha. .... e re\':~e: tr:e :nco::e cut-o!'f ~: rot UJ: .... 1::.iCS to f1 2(:(,' 

~r r..o:lth ~o!' Te-co=.er.:iat! 0:1 to 10~f;1 B:Jthor! t!es. l::!= !.:.p:>r:a!'.: to nets 

~r. -:.~!~ Te~rc th~: be r.e::~r, cash !:-:·':'o;:'.e 'tt:re~ ~:'. I:!.~. f':,:':::5.;~ 01' ";r.'! 

, :??:/~~ Eou5.~::olc ~:-\'e:.· .,..~ ~:4?:) as ~O?r "rpE:l::'1. !. 

•• ; ," -~ 17 ,,~. 
I • , • • '. I ... . 

c-<t .... ·r _ , .... ,._ t 

..-..... :.:: .. ~ ... '.' ... ; ':' 

fu."l:~ to r~:::,ycle '" tr.e pro\'!s!orl of t.!)r..: Ete.rl:~. t.E c~ rH':.:.j: :r.': :v:c:l!2s 
he'/E had to pe.y for the ste.ncs frer.:. ot"n SB\·!r.gs, or ob'tsin 10t:."',f: :-:-c::': 

bu!ld!nc soc!et!es, or obt~.n f!.nencj,E:.l ess:stence fro:: e:::ploye-rs. 

PRIVATE SIDl'OfI 

Dc::ancs on the pr!vate sector, 

., .- ••••• • ", - --- .... . -._-_. __ ....... ::: .. . '.! .. . -. 



in6ividunl self-help, in the prav!si.an of lanr.-tenn low income hauslnc. 

f<inanc~ hove tieen lncreasinr, as local autharlties hRve shlftec to 

concentrot.jng on rro\'is~on of eery! c.ed stands end 8 shorter reco\'ery 

p,.:r~ oj. 

~ liietary of bulldinr. sacletie. [endinr. fan low Income mortC"I1e. :. 
detailed as ~ppendlx 11. This snows total martf"l1e advance. of 2t5:~ fron 1-

,Tuly 1956 to 30 June 1991 on en ,,,'erae,e ofl4ry:Yl ~.orte&f.es per year. IIlth "" 

estlr..atej annual supr,ly of low inc~ .. urt.an nauses of between 120:>-~ to 1<00ll 

un!ts p!'r year. blCic!!ne soc"etjes area f~n:l..,c~nf. e.prroxjI'lsteily I;~-:'. . '!'hE" 

bru.enc€ is tt.erefore be!l'I6 f',rlMcec e: ther throUEh !nc!v :idual sevin~ or 
d:recti~· by e::Iployers. The s!tue.tion regerd!ne bunc~ng soc:'etjrs mortBet.e 

lend!.nf, !s currently constra!,ne1 by thf- t!.f.ht liqu:d!ty s!tuat:!.on ",h!,ch has 

r~sulted !n e':'\ overall recuC't~o!l :n c:ort!-:';I{'~ ler.'::n£! j:6Ttkul!::ly for 

hous:nc· 1r,:S aspect !s covereo fully !n the c!.c; ~ter on F':nr:.:1c!&.l e.:'l~ 

f:,rste::':!: A.!l&1~·s! s ..... !':: ch explores the f"~ort tC':-=. !!..":c. lcr.c te :"1:. ; ~strt:.:.~ ... ts ... c 

F.ttrc~t ~;n~~c~al reso~:ces ~nto ~u:lc:r.t so~:£::~~. 

" •• llUI1DDla SOClllrI&S PIlOCEDUR&S ~ lIIDIJIATIONS 

3u'l-' Soc' t' • d- t 1 -, f , < t t -_ ~ c.nf; w .. e. e... : rec £-ri~.!'if. or ~e·.\ _ r,ce:7":E- .O'JSE I!',IJr €ae.es Eta:'t€':: 

to:·: :;.r~.: the e!1o of 19:-.6 follo .... -!nt; thE- :r.trl):\.:.ct:Q~ e~ n~s C Te.>: !JiE-~ p~: , .: 

t:r- Pe ;:.:!!".e.nt S!1~re!: (rt:~). 'j',:anty-~:ve ~r;:,.::-.t (2;-") o~ "t:',e e.nn~1 fu.'l:s 
'. reo'" r c ,; +n \.., .w.".w ..... L'-

::: '..: ::::~.- !:-:'::fi.:-::S j!':-.. ::r.~~ ~C:' }r;',: ::-.:0::.:: ·r~&.r .. . . " 

f':'".:-.fr fo:- ~:::b.;::.ec ,,:;.e:-e t:-.-: !'.C:.E c-=·:';:I)r~:, :~ ~j.>:Lff: :r. s=!:~-~~:~ ":':' 

t·...:.:lc:r.( thrOi.:fh l:. C'or.tractor 0:: & f::-:. a.''!~ f"',lr;-::; bl:!::~. 

Th£: ce'lelo~r .... ·ould be required to eppl: to e t ,u!ld!ne; soc!ety for a lear. 

Me. su'roit e. quote preferably from a contractor .... ·ho is regjstered lr.-!th the

Nat!onu In~ustrie.l Council WIC), together ":~th e. pI e.Fl , proof 0: !nc~e, 
and' a.etter fro:n the !local author!.ty as proo!' of h:;.v!.ng beer. alIo:::f:'te: E: 

ste.::c. The bu~lC!!nB society .... ·ould then do a \'e.lutit!on U.rouoh its !ns~e::tor 

bLLSec or. the pla.~ Md the Quotl:t!.on. The vE:..lu::.t!on could result !r. e:ther 

.' . " ..... ":' : .. ::. : .. ~ .. ,' 
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an approval of the quotat~on, on rejection where the quotat!on js 

unreasofLable, or en adjustment. of t.ne quot'lt!on. Once the ve.1u~ t: on j EI 

npp,lioved, ani! j~ in UnE' .... :t.f. thE' fund 8\'s: !eble es deterr.;:ned b~' ~nC'cr,!', 

the epr)!jcat~on if, EiE91ed and an offer !etter is f:ven to :th:.l ;nc:v:c\tll. 

The ~"!ld!rI(. soc!ety I<culd then ene.ar.e lto h"'Yer. to re!1.: stcr 3 bend on til," 

property to tie developed for 8 fee to be pa! d by the 

S!Jtul t31leously , 

Fl!r\'~ced stsnc') to the aevel opeli as the bone c:m only . be rE'f,!.sterE'c wl:E:'~ 

trll."sfer ha. t."en pl,ce, """in the tra.osfer fee !s prdd by thE developer, 

~;::F tr.:s proc£-~! !s c!one, ti!e contrnctor ... '!1l ~e F2-1c by tbe soc:et~' l:!Xl:, 

., "b-'l" t .. '~ •. ' t~ri~ 1'1.. re:l=:1.r.f 88reeJ u~ c~nG 5 st..ES, p.!1:J •. u tne sn _,s~ac_.on o~ til';: 

bu!.!ld!nB !nspoctol'. In the cnse of se]~-help., the society ~'ould 

releClse 25~ of the 2.pproved bor.j e.r.c a:ake further rE'!l.eases :lS fof.:-

s~::-pl:er's :r.vo!ces end buHce:-'s :r.vo:C'e. 

relu=tant to len: for self-heIr sche::,e~ l!S t!':e :"uncs eot:l::: et:~: ly '~ , : 

c:ve:-t~:: for ~E" other than fOi "t-.!;:l::nc, E-'1d fie!'E'r to len: :"c:" :~:x ::;."":: 

?l::l:!:n[: SC::":E'~:esl len::ng po::!.:c:e~ ar.:- CC\'ernec b~' he Eu:lc:nr :::c=:~t:~~ 

k:::t ar.: t'E':'!erp.l :-!s:': es~ess:;.ent of tn~ : nc: v:ct:al ~'r.: cr. : ~ \': Ftli::21~' 
..... ~ 
... t' :e:-. :::-.[ to ~Ij~: :n('c::e 

-., ~~ . ... ~:. r-
~ .. ~ - ........ ~ .. 

. . " . . .. ' " ..... ... " . 

::-::~ : ~·l~r. :. '.:. f. ~' . -~ c:~ : . . .. , 

p'.lTchase onoe s~c!fjed lease ccr.:~t:ons :e" cE''o'elop:r,ent c:" t :-,: 

stand to 2 certa! n evel, have b-:er. C',~t. In oreer. to fae : 1: ~:::.t,= 

l£-nd: nf by 'tu!lding soci et j es. r,:n~UL car. nO·t.' ;issus early t! !1€- I U~:. 

tt::e sys":.e:: st'!.ll needs to be rat:cnal.:se:. 

. , '.:.'" :,.: .. ;: .. , ~- ~-.' ~:'" . . ".' ··,, ··r ',"'" ", . 
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fiond Dva..!~lct\re. 'l'he system o~fere a fne: l l! ty of B EtIDnantee aO\o.n to 

~<r of< the value of a liuHijinc, montc,'lf,>' [oan by a Dujl!d~ nr, soci.et, t o 

P-'1Y rerscn uJi :to 8 Ul~!m\l:l tlonC! :v:1J. t:e of' ~1 ~ ~. 

l'ont! :value end GOvennment's r:sk ",oLad tie' 250:'. FdJi cn~~fl ","herr a., 
err.ployer,'s Plarrul'tee is ava!ilanle, N:~ild!11f, eoc!etjes \r."ould taJ.:e :l't 
!n lHeu o~ t lie deJ=Os!t and ttier.ei'o!"e f:!n2.."lce the cost: of E:. ho:.;se 
, C'0;'. 

c. 'i'he Bu.:i1d:nt: Soc:e~ Act !I!.oits ithe reJ'E~,:,:€'r;t fE::!"=od to 35 year-s '6~t 

societ~es e:eneral!ly. l~lli:t rer-3.)1::e!~ts to 25 yeaRs. ~:xtend!nc 

Tej:E;~~ents to ~5 yeans :5 r.ot r.eco;.~M~C':-.~t-: h:; c'J:lc:r.C soc:et:es ~$ 

:t.r.: s re-:....:ces b\.::!.Id~nl= so::et:'.es cas~. f~C't:E nnd llesul ts ~ n i.!o!"e 

: nte rest r.r:.Y:i:':?nt ib.)' the r.'OFtgr~or. :or: :.!;\'er!:..(.~t· the 10:::-, r"ust [.\, 

repa:'c. b~' itoe t!rr.e the rr.ort:gBfor. r.enc:-;es th~ B..t7e 0:" ';Ie years. ':r,~e 

sn apfl:.cent 2<;"".ed 55 ~'ears 'f.'oult be E::.:tec to e 15 ye~r bor,;i. 

!:o'",'ever t 51):; et:es ere ~nE: rall~r Plex: tlE' O!'i th:'s r.;at:ter as ~on{; ss 

.. . 

r.,a~~:-:t=Js, :t C?.r. teJ.:e \I;' to ~ i.. J:-:~:-.s tc ::o:q:lete I::. t::r;.:; ~. ·:-r.:r 
r., {:- ~ !".~ !;! c~ .. '€lor·::r could f;;:E.!'t !"~:-:::;::. -::-.i:= C:-. :~e f w l t- .~~~ \' ?~.',:,.:-

.. .,;:. .~"""'''' ~'" c "-,,~. ""'~ ~ .. .. .... ...... _ v .. ,'_ ....... . 

" I" , • ..: .... . . '" ~ ":.. .. . -.. : ," . 

" ' "1' . .... t; , .. . ' .~- . ~ ,.,~.~-, ~.' •• 1 • • • , -; .. , !::,: .... : -

i(;-:'':2H', ;:.l:c ·::~.:-~21 t:.."~ ::-::r..;:, ~ :-:-1)::, : :-::,:::::.-;;.-: £, f~:: :-::-.:; . t:, :- ,', '. ' 

c .. ~€-r c?;::t!!} ! r.,:o:.s ee;'1 re:-,t fro::, :i.~ ::'f.€:-t. ::-, t~·.= ::::':..:= c:' =<: 
e-·,Jc\·.:.r ~""'IJ'c."to · ... • .. .. :- : ·;;;,r·~t 

r."'" .. .: ... . . ~ -;:.-.-- .. '~"' . , ." . 

EliJ\!: re;()rts Brld incl'):',e its.>: e.sseSs:ients 6,. .. e 0:- E:Ss! stfJiCe ~ r: ~:.: S' 

resard to p:-ove capa'ciili ty to senvice the iloa.'1. 

e. r:ontrJy rep::.ynent should £&neraHy not e>: cH: '25r:" c~ e: the-p e. s: nt:e 

!nco:ne earner or that of Do~nt inco:::e:-s. ~OC'!e-t~es can eO 1J"j:' to ?J)::' 

1" - ' I' " . ~ j. t • . J o. ~ Irlco ,. , e ~. un. S .8 .... upror e;) C'j. 6J'1 e:,; oyt:;:r. 

d~scussed lat~r under. the sect!on on ~ifordab!a!ty. 



f<. ~ltho4fh there Ras been in the rest ~e',n a • .eve b)' Gov<m~ont to 

IfBer81ise interest rates uni:ler the ~F.t th.er:e are st:l!1 cC?:l:nrs 0:1 

ttu!ld!nl; roc:etjes derosjt TAtes ann r.K>rtcr.ce rr·ter.. In ti"::E= rt:-f:lTc 

mortgaee rates fon hCXLes ar.e stHl! nf[3t:ve in lieo] terr.,s. ';i'.e !Io",. 

cost -'wortsar,e rate is cur-r:ently 15~'~AS fnom Sep:te::'lt€-r- 1991 fror.;-

13,5~ ~h~le t~~t for m1ddle and n!@\er !nc~e )S currently 17~ . )he 
mortcet!E' rates are unl!kely, to Ch91l{!E fon ~t least U,E next 2 yee:.rs 

due to socj er~}X)l'! t~.cal r.easons dur~ ne. SP. cr'he 5: tuatton nF1S also 

bi'en f'xact'roo.tpj b,v the .drou@lt, ..,.'h:ch :s tl:kely to rrolo!'\[ tne 

~t r..,.:tU!"al 8dj~t;..ent trans) tj on. P'v.: Id:'nt: so~~ Sty !':',ortr.a5E' rat':?s 

CI".5 consfI:tufr.":.!ly cerosi t rates a.re thHefcT€ forecut: to be Cl;t 0:"' 

l:n€- ,,-:th I:':Qney ~~ket retes up:to 1995. Ijt.~s ~~p:ct :s c:scussed :'n 

: n tams c:~ 

~::-,::l: ,cat!o:lS or: So.-::e,,:es eb:.l:t~· to r.:ob:l:se fil!",:r f_'1~ t:-:er,:fcre 

c?y:-:; t~· ito l€'r.c • 

. " 

" ' t ' "0 . t ' ') ""'C:, ',' ,.0'.",".' _!:ere ~e :;:-ee Ojh: ~r, un:.aT ne c:;.p_o~·er <.00:;1 

". , . 

\,., ... ~.11' l' , .",. l· c:' .... _ .. ... . . _.L __ 

::':. : 

. , 

.1. ~;.. 

.. ,. :- . ~ ... -.. . .. .... . . - ,..:., .., _. 

c. fm~.loyers can de]X)~~t fu..,ds .... "!.th bu.!.1c.1nc soc:et:es :-cr t h': S}"'EC:'!'!.C 

}:'.ll'pose of benef! t!.n£ the!r e::iployees octr:.! n f~ !'1s.rlC-S fo!" r.o'J~: r .• ~. 

This opt~ ,on .... 'as introcuced 2.S recent E:.S Februu'{l' 19~2 tc o\(erco:,e 

11qu:.c:t,v pnoble:.s in builc!.n£ soc!.et~es. en~er th:s o~t:O:;1 the 



the bu11d1ng society would on-lend the funds to €!Dp1oyees at s~ a ~ 

margin. The funds wuld be used to service stands and construct 

houses, and the individual loans administered by the society. 

Scme people are able to fin~ce themselves either through own savings (aided 

self-help) or co-operatives. Under this option, there has been a lot of 

deve10pnent through own savings finance for 10v income housing in 

particular, by households in self €!Dp1oyment, whose incane cannot be easily 

quantified for borrowing purposes. 

5. C<JiSTRADfl'S 

The whole process of shelter deli very from land acquisition to the 

construction of BU~rstructures i,; fraught with constraints. The major 

constraints fran an individual's point are discussed be10.... These can be 

summarised as the inability of local authorities to provide serviced stands 

... hich are title surveyed. 'trihere the stands are ti tle surveyed, the cost of 

a stand and p.ltting up the required minimun deve10pnent on it is becaning 

. rut of reach of people earning below median incane. Currently, because of 

the shortage of funds in building societies, mortgage finance has becane 

difficult to get, while building costs continue to rise. Other constraints 

of less significance include front-end fees necessary to obtain mortgage 

finance and the recurrent costs associated .,,1 th o"71ing a house. 

a. SURVEYED STAHOO 

Unava: lab: Ii ty of ti tle surveyed stands particularly in CouncilE 

below City size, means that a"l individual cannot get housing finance 

from societies as the title is required as security by building 

societies. In cases where stands are not title surveyed, individuals 

have had to rely on financing the cost of buying the stand and 

developing it either from own saving or employer assistance. This 

constraint can be overcome by allowing local authorities below city 

status to acquire state land and then sell it to individual hane 

deve10:fers. The shortage of qualified and ex~rienced ~reonne1 in 

the Surveyor General's office has been cited as one of the major 



reasons for this constraint! RecClllDlendations in this regard include 

the need for technical. assistance and tra1nil'\B, easier access to 

vehicles and more travelling and subsistence allocation, and 

amendments to the survey fee 8tr~ture. 

Median Income Projections are shown as Appendix III and Shelter 

Mfordab111 ty Projections as Appendu IV (A). Where title to land is 

available, purchasing power could be a constraint. Shelter 

affordab111ty analysis indicate that an incane of sax> per month 

qualifies for a max1JD\.ID bond of $15 050 at 15~ over 25 years allowing 

for re~ents at 2~ of ;tncCllle. Including a 5~ deposit, this 

enables one to afford a unit cost of $1 5 842. ~i s canperes to the 

current cost of constructill8 a 4 roaned house, excluding the cost of 

a serviced stand, of $31 @. A four roomed house is therefore 

currently out of the reach of people earning belo .. the median incane. 

This calls for a rationalisation of the building standards in order 

to reduce costs such as reducing stand sizes, type of roads, sewer 

si zes, increasing capacity in the building materials supply 

industries, and permitting a reduction in ~inimu.m developnent 

requirements to a vet block and one room slab on a serviced plot. 

Currently, the purchasing lOwer constraint is agravated by the tieJ'1t 

liquidi ty situation in building societies where there is a backlog in 

excess of $2CO million of mortgage applications. This rill need to 

be cleared before the societies can cons ide:- any further ne .. 

applications. Building costs in the meantime co~tinue to rise. 

c. DnTIAL FRCIfl'-JE> PEI!S 

Societies rep:>rted incidences where they have vi thheld disbursenent 

of funds after hane developers have failed to raise the front-end 

fees. These are, where applicable, as follOW'S :-

Valuation fees of approximately O~ 5~ of assessed value due to 

the societies. Ho .. ever, the societies built this into the 

bond value. 

" .... ,,\! 
,/')t.> < 

I'} 



Bond registration fee usually ~ of bond value prld by the 

mortgagor to the society's lavyers. 

Transfer fees due to the council layers amountill8 to about 

3,~ of the property being transferred and paid by the 

beneficiary. On average this amounts to $100 for a stand 

only. 

Stamp duties on value of proJerty transferred based on the 

fclloYill8 rates:-

O,6~ up to $5 000; 

2,5~ from $5 001 to $15 000; and 

5~ for over $15 000. 

A range of front-end fees is detciled as Jer ApJendix V. On a 

bond for a 2C'I:'Jal2 plot costing $5 152 and wet block plus 1 room 

slab costill8 $6 165, the fees 'WOuld cane to approximately 

$535. On a total unit cost of $11 317 a 5~ dep:>sit of $566 

would also be requir~ bringing the total front-end amount to 

$1 101. Like in the case of valuation fees, building 

societies have indicated their vU11ngness to meet the bond 

and transfer fees and stalLp duties and build them in the value 

of the bond. 

In addition to the above, a. develop:r of a serviced stand is 

required to build on the sta ... ld accord:'ng to an approved plan 

by council. 'i.'his involves engaging an archi te:t at a cost. 

In the case of P.arare, they have on offer at Eo S2 fee, 17 

plans that an individual can choose from. ""here such plans 

are not on offer, it could cost up to $200 to have a plan made 

depending on the architect. 

Each local authority charges homeowners for water, sewage, 

supplBl!entary charges at varying rates. FOr Harare, probably t.he 



moet expms1ve, the folloving chRrgee currently apply on a monthly 

~1e :-

Min1mun wter charges 

'taste management 

Se~ 

SupplElDentary chargee 

$ 

5,50 
3,00 
7,85 

21,00 

38,15 

Electrici ty charges by ZESA are currently as follows :-

5 AMP load limiter fixed charge 20,30 or 

1 AMP load l1mi ter fixed charge 8,69 or 

~ as used on unIim.i ted load. 

The above charges could add up to $58,45 or $46,84 per IOOnth. Harare 

charges an additional 1 CYf, Health levy based on the total of the above 

charges. One could therefore end up Jnying as much as $64,30 per 

month for charges associated vith o","ing a house. 

Gi ven a median total inccxne of S80J per month, ',il th a mortgage 

repiyment of $200 for a $15 (XX) mortgage bond and other charges of 

$64 , 30, tlJta.l fixed costs could be $264 per month or 3:ffi of monthly 

incexne. A household a"Quld still be requ:'red to prcr .. ide for food 

estiIr.ated at about 36% of incooe a'ld be e.1:le to save to develop the 

house. 

( 
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B. AFPCIIDABILIfi 

The Housing Guarantee guidelines. specify that supported housing 

interventions 800uld result in shelter which is affordable at or below the 

median incClDe. This issue essentially involves the identification of the 

median inccme. cost of shelter. and therefore what cost is affordable by the 

median income. Detailed issues relating to cost of shelter are covered 

under the chapter on lend Issues and Bulldirl8 Standards. The purpose of 

this section is to determine the median inccme and lihB.t shelter it can 

afford 1n terms of mortgaae financing by bulldirl8 societies, over the period 

1992 to 1996. and to determine dena.nd for housing given the likely imJBct of 

the ERP on compression of consumption. 

1 • I!C(J(E PRC>JICrICIIS 

futa extracted from the latest Central Statistical Office (COO) Household 

Survey of IncCllle, C01lSl.iIlption and Expenditure give a median cash incCllle for 

urban houeeholds of $490. The survey vas conducted betveen July 1990 to 

June 1991 t and the incCIlle data is summarised as Appendix 1. 

w~ j~creases for the low income employees in all sectors, except domestic 

services, have since 1990 been arrived at through collective bargaining end 

ere effective frolt 1 July of ea:h year. The majority of increases in 1991 

'Were settled e.t 17. 5~ according to Employers Confederation of Zimba.birle 

(D:,:OZ). Applied to the $49:) median incane at end of June 1991, median 

inco::e after the July 1991 .. age increases is e..ss'...a:ej to be $576. 

Acc.ording to ECOZ , collective barg?.ining for the July 1 992 increases ~s 

going to "be difficult for both the enployers and e:z:ploye'?s g!ven the l~~ely 

nee:f3,tive effects of the drought and short-term ERP effects. Tn.;;. e.iIt is to 

avoid -.--age increases out of line with productivity that could result in 

retrenchment. As a ~neral ~deline EMCOZ has advised on increases of ~ 

of prevailing inflation. HO'lrever, in practice, inflation is not the major 

determining factor rut individual firm's viability ~ ability to pB\V. 

According to the World Bank, inflation is forecast to come down from 2~ in 

1991 to about 25:' by the end of 1992. ~'his is higher than the 14:' forecast 

, I. 
/) '" '.J ' 
~:} , 



in the mP now that the stroctural adjustment transition is antic1[.8ted to 

be longer than previousl.y exp!cted due to the current drought. HO'lt'ever, 

there are still a lot of unknowns on the effect of the current drought 

s1 tuation and hoy the food programme will be financed. The BSstmlption is 

that the supply eide during the droU8ht period is likely to increase 

inflation depmding on the level of donor assistance, vh.ilst redoced demand 

Boould assist inflation not, to be t\Yp!r. The supply side, accordit18 to 

World Bank, is likely to dominate and therefore exert pressures on 

inflation. 

Assum1t18 inflat10n of 25~ for 1992 and ~ increases in the range of 12,5~ 

to 2Ot~' Median incane could increase from $576 to a range of $648 to 

$691. Inflation projections and Bcenarios on median income projects are as 

per App!ndix III. 

There has been a gro'iing tendency particularly by urban 10 .... inccme 

households to supple:nent cash incane through "informal" incane generating 

activities such as buying and selling of goods from neighbouring countries, 

and vegetable vending. Basing current trend on the 1984 /85 Income, 

ConstlIlption and Ex~ndi ture FIDrVey which put such imp.1ted incare at 1~ of 

total urban household cash incane, it could be 8Ss\JIled that such incane has 

increased its role to an averae,e 5~ of household incane. For 1991, this 

wuld mean that the median primary incane of $576 'tffi5 equal to 95% of total 

cash incc:me and therefore total cash income 'liould have teen $606 incl usi ve 

of i!tp.1ted incane from "informal" activities. As the econoa;y opens up B..'ld 

more i~s are put on OGIL the significance of this tJ~ of income may not 

increase. It is therefore suggested to maintain sr, ~~'lt 0: $30 per yesr 

throughout the forecast ~riod to 1996. 

'Wi th the grOwing shorta€E of 10J{ ~'vst ~Iousir.g, the It?jcri ty of 1m.' inca::e 

households ...:. th houses in urban areas are increasi.r.gly taking in lo:gers. 

This is proving to be a steady source of supplementary incane to an extent 

that building societies are recognising imputed lodger rent in the 

calculation of mor~ loans in high density areas. On average an 

acceptable imputed lodger rent to building societies is $100. However, the 

lodger rent varies fran area to area even vi thin the same local authority 

de~ndil1B on facUi ties offered by the landlord. It is BS8UIled that such 

rent will increase by about 1 CJ1, per year up to 1994 and then increase by 5~ 



per year when more hous1rlB is expected onto the market from 1995 onwards. 

2. GUIDE !O JmROiIl«I LEVElS 

. A guide on max1JDum bond available based on incane is as per Appendix IV (A). 

An 1ncane of S178 vould q~ ify for a bond of $14 670 or a housil'l8 unit cost 

of S15 442 after adding a r:.tf, deposit. Currently this would more than cover 

the cost of a stand, a vet block and 1 room slab which is proposed as the 

minimum. Assumil'l8 a 15:' saving on sewage cost and a reduction in stand si ze 

to 150zn2, a bond of $14 670 plus a 5:' ctepJsi t would cover the cost of a 

stand plus a 4 roomed slab. This is assumil'l8 the external ruls are reduced 

to 115m from the pre3ent stipulated 200n:m thick. Given 8SSt!llptions on 

buildil'l8 costs and ... age increases, after 1993 only those people at median 

income level who ~ll have been able to maintain wage increases above half 

the inflation rate "ViII afford the minimum cost of a stand plus a ~et block 

'Wi th a one room slab. 

Various affordabi li ty scenarios are as per Appendices IV (B) to (C). 

Ap}:Endices IV (B) and (C) sho .... a cOlDpu-ison of shelter cost projections 

based on present standards and reduced standards on roads and sewage costs 

and plot sizes, and a range of superstructure costs. As per Appendix IV (B) 

a med ian income earner could in 1992 afford the cost of a stand, a ... et block 

and 4 rOOlIled slab on all plot sizes. On a 15~ plot, shelter co'...J.d be 

a:fordable up to wet block and kitchen (3c X 2::). fu .... ever, as bu:1dinf 

costs e.re e.5S'...cled to be incre~iT1€ at e rate faster tban "''E.€e incre&..ges, 

affordable sU}:Erstructure reduces to e level .'he:-e the c:n:..cu:: S'J.&,l?ste5 .'ei. 

block end 1 roro slab .... ould in 1996 only be ai'fo:-dable if plot s:zes a;e 

reJuced t() 2(0::2 and below ","i thout necessarily chc.!1fir.f 8!"IY othe:- Fesen~ 

stmldards. Ap}:Endix IV (C) assu:nes lower 'tla€ft increases than in Apren1:x I\' 

(B) with annual real "'"af:e percentage changes do.n to -4o;b from -3CJf.. In 

1996, the minimum superstrl1cture developnent woul1 under this scenario be 

affordable only on 15Qm2 plots and requiring a change in roads and sewage 

standards. Ap}:Endices IV (D) and (E) soo .... the position ... hich assmes a 

reduction in school sizes and therefore more plots resulting in total unit 

cor.t saving per plot in excess of $1 (X)(). 



A 200ci2 plot which currently costs 555a:> would cClDe down to $5152 wi th road 

and seVBB'! redoctiona I and further down to $4146 wi th f'ed~tion in school 

sizes. 

Indications are that total 1ncane for the median 1ncane group would in 1996 
be in the range 51 045 to $1 394. It should be noted in this regard that 

MFtNH has recamnended to local authorities that the cut-off point to qualify 

for a high density house be $1 200. If shelter is to be made affordable to 

those earning below th~ median 1ncanp.· it is lm~rative that a lot of effort 

be spmt on reducing plot costs and building costs, and at the same time 

educating the consumer and convincing the relevant authorities of the type 

of shelter that is affordable. 

3. REAL EFFlL'TIVE DOOND 

There are no official national figurE::s on 10 .... inccxne derta.nd for housing. 

Ho ... ·ever, a teleJilone survey of urban councils recently conducted by MitUH 

crute up '.ilth a "''aiting list of 500 (XX) urban housing units. Included in 

this figure is 10% to take into account households ... ·ho although they need 

shelter, have not bothered to register. Harare alone had a waiting list of 

72 (XX) in January 1992, of which 7($ "''as low cost housing, and growing at 

1 200 rer month. Conservatively assuming that 7~ of the 500 ().X) on the 

urban l~ounci1s I "'"8i ting lists represents dE!llaI1d for low incCIre housing I at 

an average household size of 6,5 persons per household, over 2 million 

people are in need of shelter in the urban high densi ty areas. 'fne prorosed 

Wo:-ld Bank Urban II progra:&IJe aked at housing 500 000 people or 00 OOJ 

households CJ'.:er the next 5 years, cmbined "'1 th USAID efforts, .... -:.11 orJ.:; 

s~ti~fy a s::aJ.l prop:>rtio:1 of the de::.and for urbG.'". 10'1- inca:e r.Ou.s:!"IE;. 

Not all ~ople on the high densi tj' housing lists of urban author: ties CE':l 

afford a housing mortgage. nOlI discussions held ... "i th buildil1€ societies, 

some of the ~ople, by the time they are allocated a stand, fail to raise 

the front-€nd fees to enable a society to release the funds for the 

construction. This is supported by a recent study by Plan Inc which came up 

with the folloving:-

Major:ty of would be houseowners are currently lodging. Approximately 48% 
of lodgers interviewed stated that they would like to own their own hexnes. 

,t \ ~ 
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The 52'.' that did not vant to own a house cited:-

financial problems (85~) 

long vaiting list (15~). 

The 48~ "ho vanted to own a hone cited:-

cost of doing so had prevented them (7~) 

"ai ting list as an 1m~d1ment (3""). 

Nonetheless 51~ of lodgers did believe that they would one day own their own 

house. 

The current real effective denand for housing in terms of affordabili ty is 

therefore less than .... hat is portrayed by the .ai ting lists wi th urban 

councils and could, based on the above study, be put at 51~. Ho~ever, the 

long wa.i tine; lists have acted as a disincentive for people to think they 

will get a house. If the housing delivery situation improves, expect~tions 

.. ill increase and real de~and will increase to probably unprecedented 

levels. This largely depends on r£j.tionalisation of building standards, 

expansion of the building material sector, and availability of affordable 

housi ng finance. 



c. (DCW3I(JI 

Current access to housing finance sector by the 10'11 inccrDe households is 

constrained by the inability of local authorities to provide stands which 

are title surveyed. Whf!re the stands are ti tle surveyed, ~ople at or below 

the median income are experiencing an erosion of their purchasing power and 

cannot afford to raise finance for the stand and the min1mun level of 

buildiJlB structures. lBt1mted median total. 1ncane 11,\ 1992 of $a:x> can 

afford to borrow $15 000 or a unit cost of $15 800 which is less than the 

~ost of a ~ stand, vet block and four roomed slab. Solution to make 

shelter affordable for the below median incane earners requires improvenents 

on the land delivery system, rationalisation of plot sizes and minimtm 

building requirenents, improving the 1 iquidi ty si tuation in build ing 

societies. 

" 
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Annual Real Wage Percentage Change 
No Change In School Sizes 

1992· J.4&dlan Income: .$809 Max. AftorCJ8ble structure: 
Minimum Wage Inc. 17.5% Cost Increase 

PLOT PLOT 
SuperStructure Costs 

D 
SIZE COSTS $5,030 $8,435 

3OO-P ,426 11,456 14,861 
3OO-M $5,973 $11,003 $14,408 
200-P $5,520 $10,550 $13,955 
2OO-M $5,152 $10,182 $13,587 
15O-P $4,949 $9,979 $13,384 
150-M $4,64a $9,678 $13,083 

1993 Medianlnoome: $923 Max. Affordable UnH: 
Minimum Wage Inc. 14.~ Cost Increase: 

PLOT PLOT ~ SuperStructure Costs 
SIZE COSTS $7,173 $8,791 $10,410 $12,028 $13,647 

300-P ,163 16,336 17,955 19,573 21,192 22,810 
300-M $8,517 , $15,690 $17,309 $18.927 $20,546 $22,164 
200-P $7,872 $15,044 $16,663 $18,281 $19,900 $21,518 
200-M $7,347 I $14,520 $16,138 $17,757 $19,375 $20,994 
150-P $7,057 ! $14,230 $15,849 $17,467 $19,086 $20,704 
15O-M $6,628 : $13,801 $15,419 $17,038 $18,656 $20,275 

1994 Median Income: $',039 Max. Affordable Unit 
Minimum Wage Inc. 12.6% Cost Increase: 

PLOT PLOT j SuperStructure Costs 
SIZE COSTS ~ $8,966 $10,989 $13,012 $15,035 $17,059 

300-P $11,454 ! $20,420 I $220443 $24,467 $26,490 $28,513 
300-M $10,647 : $19,613 $21,636 $23,659 $25,682 $27,705 
2OO-P $9,839 i $18,805 I $20,829 $22,852 $24,875 $26,898 

$9,183 
I 

2OO-M '$18,149 $20,173 $22.196 $24,219 $26,242 
150-P $8,822 $17,788 $19,811 $21,834 $23,857 $25,880 
150-M $8,285 $17,251 $19,274 I $21,297 $23,320 $25,344 

$16,135 
0.0% 

F 
$11,360 

17,786 
$17,333 
$16,880 
$16,512 
$16,309 
$16,008 

$18,395 
42.6% 

$16,199 
25,363 

$24,717 
$24,071 
§23,546 
$23,257 
$22,827 

$20,707 
25.~~ 

$20,249 
$31,704 
$30,896 
$30,089 
$29,433 
$29,071 
$28,534 

,.-;? 
'#/ / 

J / .• 

" 



Annual Real Wage Percentage Change -30% 
No Change In School Sizes (continued) 

1995 Median Income: $1,141 Max. Affordable Unit: $24,988 
Minimum Wage Inc. 9.8% Cost Increase: 15.0% 

PLOT PLOT Su rStructure Costs 
SIZE COSTS $12,637 $14,964 $17,291 $19,617 

300-P 13,172 5,810 28,137 ,463 ,790 ,459 
300-M $12,244 $24,881 $27,208 $29,535 $31,861 $35,530 
2OO-P $11,315 $'-3,953 $26,279 $28,606 $30,933 $34,602 
200-M $10,561 $23,198 $25,525 $27,852 $30,178 $33,848 
15O-P $10,145 $22,782 $25,109 $27,436 $29,762 $33,431 
150-M $9,528 $22, 165 $24,492 $26,819 $29,145 $32,814 

1996 Median Income: 51,236 Max. Affordable Unit: $27,084 
Minimum Wage Inc. 8.4% Cost Increase: 10.0% 

PLOT PLOT Su rStructure Costs 
SIZE COSTS $13,901 $16,460 $19,020 $21,579 $25,615 
-300-P 28,391 $30,950 ,510 $36,069 $40,105 

300-M $27,370 $29,929 $32,488 $35,047 $39,084 
2OO-P $26,348 $28,907 $31,467 $34,026 $38,062 
200-M $25,518 $28,078 $30,637 $33,196 $37,232 
150-P $25,061 $27,620 $30,179 $32,738 $36,ns 
150-M $24,382 $26,941 I $29,500 $32,060 $36,096 

~ : SUPffiSTRUCTURE COOTS 

(a) Wet block (2~ x 1m, toilet/shower) 
(b) ,,'et block and 1 roo.: slab (3m x 3c;) 
(c) fie t block and 2 rocxned slab 
(d) Wet block and 3 rQO(JjeC slab 
(e) Wet block and 4 roomed slab 
(f) ~et block and kitchen (3m x 2m) 



1992 

PLOT 
SIZE 

300-P 
300-M 
200-P 
2OO-M 
15O-P 
15Q..M 

1993 

PLOT 
SIZE 

300-P 
300-M 
2OO-P 
2OO-M 
1~P 

15O-M 

Annual Real Wage Percentagt' Change 
No Chang' In School Sizes 

J.ledlan Income: i792 Max. Aftoraable Structure: 
Minimum Wage Inc. 15.0% Cos1lncrease 

PLOT 
. SuperStructure Costs 

" E w 

COSTS $7,300 $9,570 
$6,426 13,726 15,996 
$5,973 $13,273 $15,543 
$5,520 $12,820 $15,090 
$5,152 $12,452 $14,722 

i15,790 . 
0.0% 

r 
$1~,360 

17,786 
$17,333 
$16,880 
$16,512 

$4,949 $12,248 $14,518/ $16,m 
$4,648 $11,948 $14,218 $16,008 

M&dian Income: $887 Max. Affordable Unit: $17,683 
Minimum Wage Inc. 12.0% Cost Increase: 42.6% 

PLOT I; SuperStructure Costs 
COSTS : $7,173 $8,791 $10,410 $12,028 $13,647 $16,199 

$9,163 1$16,336 I $17,955 $19,573 $21,192 $22,810 $25,383 
$8,517 , $15,690 $17,309 I $18,927 $20,546 $22,164 $24,717 
$7,872 · $15,044 $16,663 I $18,281 $19,900 $21,518 $24,071 
$7,347 · $14,520 

I 
$16,138 L!17,757 $19,375 $20,994 $23,54$ 

$7,057 · $14,230 $15,849 $17,467 $19,086 $20,704 $23,257 
$6,628 ' $13,801 $15,419 $17,038 $18,656 $20,275 $22,827 

1 ~ Me-dian Income: $983 Max. Affordable Unit S19,597 

PLOT 
SIZE 

300-P 
300-M 
2OO-P 
2OO-M 
15O-P 
15O-M 

Minimum Wage Inc. 10.8% Cos1lncreese: 25.0% 

PLOT I' SuperStructurb Costs 
COSTS $8,966 $10,989 $13,012 $15,035 $17,059 $20,249 

: 
$11,454 ' $20,420 $22,443 $24,467 $26,490 $28,513 $31,704 
$10,647 i $19,613 $21,636 $23,659 $25,682 $27,705 $30,896 

$9,839 $18,805 $20,829 $22,852 $24,875 $26,898 $30,089 
$9,183 ~ $18,149 $20,173 $22,196 $24,219 $26,242 $29,433 
$8,822 $17,788 $19,811 $21,834 $23,857 $25,880 $29,071 
$8,285 ; $17,251 $19,274 $21,297 $23,320 $25,344 $28,534 



Annual Real Wage PlHcootage Change -40% 
No Change In School Sizes (contInued) 

1995 Median Income: 11,065 Max. Affordable Unit: $23,338 
Minimum Wage Inc. 8.4% Cost Increa.~: 15.0% 

PLOT PLOT 
SIZE COSTS $10,311 $19,617 

300-P 13,172 $23,483 ,463 .790 ,459 
3OO-M $12,244 $22,555 $29,535 $31,861 $35,530 
200-? $11,315 $21,626 $28,606 $30,933 $34,802 
200-M $10,561 $20,872 $27,852 $30,178 $33,848 
15O-P $10,145 $20,456 $27,436 $29,762 $33,431 
150-M $9,528 $19,839 $26,819 $29,145 $32,814 

1996 Median Income: 51,142 Max. Affordable Unit: 525,017 
Minimum Wage Inc. 7.2% Cost Increase: 10.0% 

PLOT PLOT It SuperStructure Cos1s 
SIZE COSTS ~ $11,342 $13,901 $16,460 $19,020 $21,579 $25,615 

300-P $14,490 i $25,832 $28,391 $30,950 $33,510 $36,069 $40,105 
300-M 513,468 I $24,810 $27,370 $29,929 $32,488 $35,047 $39,084 
2OO-P $12.4471 $23'7~ $26,348 $28,907 $31,467 $34,026 $38,062 
200-M $11,617, $22,959 $25,518 $28,078 $30,637 $33,196 $37,232 
150-P $11,159 $22,501 $25,001 $27,620 $30,179 $32,738 $36,n5 
150-M $10.481 ~ $21,823 524,382 I $26,941 529,500 $32,060 $36,096 

H')1'E : SJPiR3'.I.'ROCT"JRE COSTS 

(a) ,,'et block (21I: x 1r::, to:let/sho.'er) 
(b) ',iet blod: and 1 roo:. slab (3:4. x 31:.) 
(c) "Iet block ~md 2 rooc:e:: 51 ab 
(d) wet block a~d 3 r~e: slab 
(e) 'tiet block and 4 roooed slab 
(f) "'et block and kitchen (3It x 2m) 



Annual Real Wage Percentage Change 
Reduction In School Siz .. 

APPENDIX IV (D) 

1992 Median Income: $809 Max. Aftord86le StrUCtUre: $16,135 

PLOT 
SIZE 

3OO-P 
300-M 
200-P 
2OO-M 
15O-P 
15O-M 

Minimum Wage Inc. 17.5% Cost Increase 0.0% 

SuperStructure Costs 
PLOT ~~~A~~~B~' __ ~~C~~~~D~~~E~~~F __ 
COSTS $5,030 $6,165 $7,300 $8,435 $9.570 $11,360 

11,456 12,591 13,726 14,861 15.996 17,786 
$10,045 $11.180 $12,315 $13,450 $14,585 $16,375 

$5,520 $10,550 $11,685 $12,820 $13,955 $15,090 $16.880 
$4,148 I $9,176 $10,311 $11.446 $12,581 $13,716 $15.506 
$4,949 $9.979 $11.114 $12,249 $13,384 $14.519 [ $16,309 
$3,365 $8,395 $9.530 $10,665 $11,800 $12,935 $14,725 

1993 Median Income: $923 Max. Afforaa6Te "Unh: ==, $18,390' 

PLOT 
SIZE 

= 

3OO-P 
300-M 
200-P 
2OO-M 
1~ 

150-M 

1994 

PLOT 
SIZE 

300-P 
300-M 
2OO-P 
2OO-M 
15O-P 
15O-M 

Minimum Wage Inc. 14.0% Cost Increase: 42.6% 

PLOT; SuperStructure Costs 
COSTS Ir!-$~7-,1-73--~~~,7~e-'~$~'-0,-41~0--$~'~2,~~~8~-~$1~3-,~~7~~$-16-,1-~--~ 

,163 i $16,336 $17,955 I $19,~73 $21,192 $22,810 $25,363 
$7,151 : $14,324 $15,943 $17,561 $19,180 $20,798 $23,351 
$7.872 ~ $15,044 $16,663 $18,281 $19,900 $21,518 $24,071 
$5,912 ! $13,085 $14,703 $16,322 $17,941 i $19,559 $22,112 
$7,057 ; $14,230 $15,649 $17,467 I $19,086 $20)04 $23,257 
$4,798 '$11,971 $13,590 $15,208 $16,827! $18,445 $20,998 

Me-dian Income: S',039 Max. Affordable Unh: $20,707 
Minimum Wage Inc. 12.~ Cost Increase: 25.0% 

PLOT I SuperStructure Costs 
COSTS • $8,966 $10,989 $13,012 $15,035 $17,059 $20,249 

$11,454 : $20,420 I $22,443 $24,467 $26,490 $28,513 $31,704 
$8,939 : $17,905 $19,928 $21,951 $23,975 $25,998 $29,188 
$9,839 i $18,805 $20,829 $22,852 $24,875 $26,898 $30,089 
$7.390 $16,356 $18,379 $20,402 $22,426 $24,449 $27,639 
$8,822 $17,788 $19,811 $21,834 $23,857 $25,880 $29,071 
$5,998 I $14,964 $16,987 $19,010 $21,034 $23,057 $26,247 



Annual Real Wage Percentage Change -30% 
ReductJon In School Sizes (continued) 

1995 Median Income: $1,141 Max. Affordable Un~: 

PLOT 
• SIZE 

300-P 
300-M 
2OO-P 
200-M 
150-P 
150-M 

1996 

PLOT 
SIZE -

300-P 
300-M 
~P 

200-M 
150-P 
150-M 

Minimum W&f1! Inc. 9.8% 

PLOT 
COSTS 

13,172 
$10,280 
$11,315 

$8,499 
$10,145 

$6,898 

Mf:!,dian Income: 
Minimum Wage Inc. 

$1,236 
8,4% 

Cost Incr&as8: 

$19,517 
,463 2,790 

$27,571 $29,897 
$28,606 $30,933 

.----__=__~ $25,789 $28,118 
$27,436 $29,762 

~--=-~---::"'-;"":--... 

$24,189 $26,515 

Max. AI~Qrdabl9 Unit: 
Cost Increase: 

PLOT II SuperStructure Costs 
COSTS II $11,342 $13,901 $16,460 $19,020 

$14,490 , $25,832 $28,391 $30,950 $..13,510 
$11,308 $22,650 $25,209 $27,769 $30,328 
$12,447 $23,789 $26,348 $28,907 $31,467 

$9,349 $20,691 $23,250 $25,009 $28,368 
$11,159 : $22,501 $25,061 $27,620 $30,179 

$7,588 I $18,930 $21,489 $24,048 $26,607 I 

~ : SUF!P.STRtJCTUR ca3TS 

(e) 
(b) 
(c) 
(d) 
(e) 
(f) 

"':et bloc~ (20 x 1 I!, tOiletjsho.er) 
"'et bloc~ and 1 roow slab (3~ x 3~) 
"riet block and 2 roomed sl at 
\rt'et block and 3 rome:: slab 
,'et block and 4 rOOOled sl at 
J.'et block and kitchen (3m x 21L) 

$21,579 
$36,069 
$32,887 
$34,026 
$30,928 
$32,738 
$29,167 

$24,988 
15.0% 

$23,287 
,459 

$33,567 
$34,602 
$31,765 
$33,431 
$30,184 

$27,084 
10,0% 

$25,615 
$40,105 
$36,923 
$38,062 
$34,964 
$36,775 
$33,203 



APPENDIX IV (E) 

Annual Real Wag. Percentage Chang. 
Rtduction In School Sizes 

1992 Median Income: . i792 Max. Affordable Structure: $15,790 
Minimum Wage Inc. 15.0"- Cost Increase 0.0"-

SuperStructure Costs 
PLOT PLOT A C D E F 

SIZE COSTS $5,030 $7,300 $8,435 $9,570 $11,360 
3()().p ,426 13,726 14,861 15,996 17,786 
300-M $5,015 $1~.,315 $13,450 $14,585 $16,375 
2OO-P $5,520 $12,820 $13,955 $15,090 $16,880 
2OO-M $4,146 $11,446 $12,581 $13,716 $15,506 
15(}.P $4,949 $12,249 $13,384 $14,519 I $16,309 
150-M $3,365 $10,665 $11,800 $12,935 $14,725 

1993 Me-dian Income: $887 Max. Affordable Unit: $17,683 
Minimum Wage Inc, 12.0% Cost Increase: 42.6% 

PLOT PLOT SuperStructure Costs 
SIZE COSTS 

, 
$7,173 $8,791 $10,410 $12,028 $13,647 $16,199 I 

3OO-P ,163 : $16,336 I $17,955 $19,573 $21,192 $22,810 $25,363 
300-M $7,151 ! $14,324 $15,~ $17,561 $19,180 $20,798 $23,351 
200-P $7,872 ; $15,044 $16,663 $18,281 $19,900 $21,518 $24,071 
200-M $5,912 : $13,085 $14,703 $16,3221 $17,941 $19,559 $22,112 
15O-P $7,057 $14,230 $15,849 $17,467 $19,086 $20,704 $23,257 
15O-M $4,798 . $11,971 $13,590 $15,208 ' $16,827 I $18,445 $20,998 

1994 Med~ Income: $953 MaY.. Affordable Unit: ~, 9,597 
. Minimum Wage Inc. 10.8% Cos1lncrease: 25.00tc: 

PLOT PLOT SuperStructure Costs 
SIZE COSTS i $8,966 $10,989 $13,012 $15,035 $17,059 $20,249 

300-P $11,454 I $20,420 122,443 $24,467 $26,490 $28,513 $31,704 
3OO-M $8,939 ' $17,905 $19,928 $21,951 $23,975 $25,998 $29.188 
2OO-P $9,839 : $18,805 $20,829 $22,852 $24,875 $26,898 $30,089 
2OO-M $7,390 i $16,356 $18,379 I $20,402 $22,426 $24,449 $27,639 
15(}.P $8,822 ! $17,788 $19,811 $21,834 $23,857 $25,880 $29,071 
1~ $5,998 , $14,964 $16,98" $19,010 I $21,034 $23,057 $26,247 



1995 

rLOT 
SIZE 

3OO-P 
3OO-M 
2OO-P 
200M 
15O-P 
15O-M 

Annual Real Wage Percentage Change -40% 

Median Income: 
Minimum Wage Inc. 

PLOT 
COSTS 

$13,172 
$10,280 
$11,315 

$8,499 
$10,145 

$6,898 

Reduction In School Sizes (continued) 

$1.065 .Max. Affordable Untt: 
8.4% Cost Increase: 

$14,964 $17.291 
8,137 ,463 

~---'---
$25,244 $27,571 
$26,279 $28,606 

~---=----:~---...., 

$23,463 $25,789 
$25,109 $27.436 
$21,862 $24,189 

$19,617 
,790 

$29,897 
$30,933 
$28,116 
$29,762 
$26,515 

1996 Median Income: $1,142 Ma.'<. Affordable Unit: 
Minimum Wage Inc. 7.2% Cos1lncrease: 

PLOT PLOT SuperStructure Cos1s 
SIZE COSTS $11 0342 $13,901 $16,460 $19,020 $21,579 

3OO-P $14,490 _,25,832 $28,391 $30,950 $33,510 $36,069 
3OO-M $11,308 $22,650 $25,209 $27,769 $30,328 $32,887 
2OO-P $12,447 I $23,789 $26,348 $28,907 $31,467 $34,026 
2OO-M $9,349 ! $20,691 $23,250 I $25,809 $28,368 $30,928 
150-1' $11,159 I $22,501 $2S,061 $27,620 $30,179 $32,738 
15O-M $7,588 ! $18,930 $21.489 $24,048 I $26,607 $29.167 

JOTE : SUPmSTRUC'l'URE COOTS -
(a) Wet block (2m x 1m, toilet/shower) 
(b) Wet block and 1 roan slab (3m x 3m) 
(c) Wet block and 2 roaned slab 
(d) Wet block and 3 roaned slab 
(e) Wet block and 4 roaned slab 
(f) Wet block and kitchen (3m x 2m) 

$23,338 
15.0% 

$23,287 
,459 

$33,567 
$34,602 
$31,785 
$33,431 
$30,184 

$2S,017 
10.0% 

$2S,615 
$40,105 
$36,923 
$38,06'2 
$34,964 
$36.ns 
$33,203 

Pdge JSa of 35 
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The study was commissioned by the united states Agency for 
International Development's Office to Zimbabwe with technical 
review provided by the Regional .Housing and Urban Development 
Office for East and Southern Africa, USAID. The USAID/Zimbabwe's 
Private sector Housing Program. 

The report detai Is and analyzes the findings of a households 
incomes/expenditure survey made of 859 households living in three 
high density, low income housing areas of Harare and Marondera. 
Design and overall co-ordination of the study was carried out by 
Colleen Butcher assisted by Clever Ndlovu of Plan Inc. zimbabwe 
PILe The household surveys were carried out by second and third 
year Rural and Urban Planning students at the Uni versi ty of 
Zimbabwe. The views expressed in this document are those of the 
authors alone and do not necessarily reflect those of either 
USAID/Zimbabwe or RHUDO/ESA. 

The authors would like to express their appreciation for the 
information volunteered by the numerous respondents in the survey 
and in particular for the assistance and hospitality accorded the 
survey group by Mr. Makombe, Director of Housing and Community 
Services, and Mr. F. I. Banda, Nyameni Municipality. 
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International Development 

The unit of currency used throughout 
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I. INTRODUCTION 

1.1. Background to the Survey 

The rate of urbanization in Zimbabwe is extremely rapid. By the 
year 2000, 40\ of the population will be living in urban areas. 
At Independence in 1980,' the ur.ban population totalled only 17 
percent. The Ministry of Public Construction and National Housing 
estimates that demand for urban' low cost housing will exceed 
400,000 units between 1988 and 2000. Despite the average annual 
production of 12,000 to 14,000 low cost units over the past five 
years, the Government of Zimbabwe estimates that only one third of 
urban housing demand is being met. 

Three primary impediments to increased low cost housing production 
in Zimbabwe have been identified by USAID: 

Lack of foreign exchange for the construction sector 
which has resulted in a severe shortage of plant and 
equipment: 

A shortage in private sector housing finance due to 
inadequate incentives to attract financial resources 
to housing; and 

A series of regulatory obstacles which limit the 
. servicing of urban land by the private sector and make 
shelver development unnecessarily expensive. 

To alleviate the constraints identified, USAID is proposing a 
Zimbabwe Private Sector Housing Program. It will comprise a grant 
and loan guarantee to the Government of Zimbabwe to expand the 
private production and delivery of housing. Legislation governing 
the HG Program requires that the benefits be affordable to 
households earnin~ at or below the median income level. 

One of the inputs needed in the design of the HG Program is a 
review of urban incomes and household expenditures to confirm the 
urban median income level provided by the CSO. Social data 
concerning occupancy rates of existing housing stock and housing 
needs and preferences of potential program beneficiaries is also 
required. 

1 
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1.2. Survey Objective~ 

The survey was broken down into two discrete tasks defined in the 
consultant's Terms of Reference. The first ta~k was to undertake 
a survey of not less than 200 households to determine: 

(a) household structure 

(b) employment 

(c) average monthly or weekly expenditure 

Cd) housing preferences with respect to owning a residence 

Ce) incomes 

The second task required the organization of focus' group 
discussion~ with low income households to provide in-depth details 
on the data derived under the first task. The findings of the 
focus group discussions are presented in Annex 111. 

2. SURVEY METHODOLOGY 

2.1. Design of Household Questionnaires 

The survey made use of pre-coded questionnaires administered by 
trained enumerators. The questionnaires were broken down into 
four areas of inquiry: 

fu. 
plot. 

Basic socio-economic data on every household living on the 
Questions related to: " 

gender of head of household 

tenure status (owner, lodger, etc) 

ages of usual members of household and numbers of 
members living elsewhere 

number of rooms occupied by the household for living 
and sleeping 

number of members of each household who had been in 
either ca8ual and/or full-time employment during the 
last seven days 

major economic sector in which the household was 
engaged and its major source of income 

an estimate of the household's total monthly income. 
The question was cross-checked on two separate later 
parts of the questionnaire. 

2 



All definitions (e.g. "household") and categories for coding (e.g. 
"major economic activity of household") were used in accordance 
with guidelines laid down by the united Nations Development Program 
and International Labor Organization. Similar classifications are 
used by the Central statistical Office and data can be cross
correlated with ease. 

~ Part 1 of the section sought more in-depth socio-cultural 
information from the main (owner) household on every stand. 
Questions related to: 

area of origin 

age 

how long the household had lived in the present house 
and the previous place and tenure status of residence 

where the family home is located and how often the head 
of household visits it 

the number of children in school and other dependents 
(in town or at the rural home) 

Owners of the plots were then asked what monthly mortgage payments 
are made, how it relates to the total cost of the house and how 
much a house such as their own could be rented out for elsewhere 
in the suburb. They were also asked who built the house, how 
they raised the money for the initial deposit and what problems 
they had had in initially acquiring the house. 

One lodger household per plot was asked a number of questions 
related to whether or not it would like to own a house in town, 
reasons for the decision and if it believed that it would ever be 
able to own a house. 

The survey then probed the wi 11 ingness of lodgers to pay an 
equivalent or higher amount than they are currently paying as rent. 

The survey in Nyameni, Harondera was extended to include an 
inquiry into lodger households' willingness to trade lower levels 
of plot size and infrastructure services for additional floor 
space. 

~ The third section of the questionnaire i temized a~1. 
possible sources of income (both cash and in kind) of the owner 
households. Income information during the month of January 1992 
was sought from the head of household, the spouse, and any other 
adult (over 10 years old) male or female member of the household. 

J 
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Broken down into different sources made it more di ff icul t for 
household to withhold or fabricate income information. The total 
household income figure was cross-checked against the land question 
asked in Section "A" on household incomes. The rent received from 
lodgers was also cross-checked. Lodger& themselves were asked how 
much rent they were currently pay~ng in Section "B". 

The fourth and final part of the questionnaire inquired from owner 
households the amounts that had been spent by the head of 
household, spouse and all adult members (over 10 years old) on a 
range of items during January 1992. All households would have 
paid school fees during this month a~d the amount given was divided 
by four to represent a monthly amount. Inputs for agricultural 
activities are similarly not typical expenditures but tend to be 
paid seasonally. January is well after the start of the planting 
season and no unusually high expenditures were expected during this 
month. 

Households were asked to provide information of weekly expenditures 
on foodstuffs, household stores, drink and tobacco and similar. 
Expenditures such as these are not easily tracked by respondents 
over a full month. 

2.2. Sample 

The sampling frame was drawn from all formal housing stock in two 
owner built housing schemes in Harare and one in Marondera. Of 
the two areas in Harare, the first, Glen View, represents one of 
the biggest single horne ownership schemes in the country. It 
comprises 8 000 units and was developed in the 1970's. Households 
bought a serviced stand with a· toilet from the Municipality over 
25 years and were expected to develop the house with no official 
assistance. Also of interest about this area is that it was laid 
out on 200m2 plot sizes; one third smaller than the current 
minimum. 

The second area selected in Harare was lvarren Park. The area 
comprises ) 500 high density plots and was developed from 1980 
onwards as a site and service scheme. 

Harondera is a secondary town and provincial capi tal. It is 
experiencing a fairly typical urbanization growth rate of around 
6 percent per annum. Nyameni high density area comprises 1 000 
plots. It has been developed from 1983 onwards as an assisted 
owner-built area (under the first USAID Housing Guaranty Program). 

4 
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The sample sizes selected were as follows: 

(a) Glen View 77 plots out of 8 000 = 1% 

(b) Warren Park 77 plots out of 3 500 = 2.2% 

(c) Nyameni 100 plots out of 1 000 = 10% 

After discussions with district housing officials it was presumed 
that each of the three areas were relatively heterogeneous with 
respect to households. The sample was randomly selected within 
each area. In cases where the household head or responsible adult 
was not present, call-backs on the weekend or in the evenings were 
made. This was to ensure that households with all working adults 
were not inadvertently pushed out of the sample. 

No reliable base information exists concerning the number and 
socio-economic profile of lodgers. All i'louseholds on sampled 
plots were interviewed to ensure that tenure patterns in different 
neighborhoods were proportionally represented. 

The final sample was 254 plots and 859 households enumerated. 

2.3. Quality of Data 

The survey was carried out by eight Rural and Urban Planning 
students from the University of Zimbabwe who had each completed a 
second or third year of study and who had had previous survey 
experience. The enumerators were trained for only one day prior 
to the survey commencing but questionnaires were scrutinized on a 
daily basis and feed-back provided on a continuous basis. The 
enumerators were supervised and guided by an urban and regional 
planner with a strong previous record of conducting household 
surveys. It meant that training was a continuous process and the 
quality of data recorded was sound. 

Data on incomes is conventionally difficult to reliably 
investigate. The information sought was cross-checked from 
numerous different angles to provide reliability. 

The methodology used to enquire as to lodger households' 
willingness to pay for a house of their own was based on a method 
developed by the World Bank in an international study of rural 
households' willingness to pay for water supplies. The impact on 
a household budget of paying large amounts on a regular basis for 
a house (as opposed to small water payments) may not have been 
fully perceived by all respondents. The results are presented as 
trends and general attitudes, rather than fixed percentages. 

5 



Equally the lodgers' trade-off section would have been better 
investigated through the use of simulation games than a 
questionnaire. Time did not permi t this and the resul ts are 
presented as markets on household attitudes. 

3. MAIN FINDINGS 

3.1. Socio-Cultural Profile of Owner Households 

Unless otherwise stated, the following analysis is with respect to 
data obtained on owner households only. 

3.1.1. Gender of head of household 
Male 91% 
Female 9% 

This is a fairly typical gender distribution for urban heads of 
households in Zimbabwe. The gender distribution for lodger 
households shows a slightly higher percentage of women headed 
households. It reflects the age old constraints of women headed 
households having lower education and employment opportunities and 
lower incomes to afford housing. 

3.1.2. 

Gender of head of lodger households on stand 
Male 89% 
Female 11% 

AGE OF HEAD OF HOUSEHOLD 
(Own~ Hou .. "",dl) 

3e-•. 'j Y's 
321. 

.. 

6 

(I· ~!5 vr, 
" '/. 

)e~ yrs 11. 
5f1-e5 yrs 

.p, 
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3.1.4. Area of origin of household 

Harare/Harondera high density 34' 
Harare/Harondera low density 3' 
Other urban area 3' 
Communal area 55' 
Commercial farms l' 
Resettlement area 0' 
Other country 5' 

37' of households claimed that their area of origin was the town 
in which they were living. It reveals a "fairly high level of 
second generation urban born residents with few financial ties 
either way with rural homes. 

A 1980 Incomes/Expenditure Survey conducted by the Riddell 
Commission found that 88' of low income households in Harare 
maintained strong links with rural homes. 17' of the 1992 
Harare/Harondera r~spondents stated that they never visit a rural 
home. 21' only visit it once or twice a year. A furthe~.third 
(31') visit between three to six times per annum and JO' visit 
seven or more times. To some extent the data reflects a declining 
bond between urban dwellers and rural ties and obligations .. 

Further evidence of this is the number of dependents of a household 
living elsewhere. ~ 

' .. 

NO. OF OTHER DEPENDENTS 
(O.rtM Ho.. •• hofd.) 

3 dPt' 
131. 
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31\ of households have no dependents elsewher~ and 20% have only 
one. 

3.1.5. The average size of owner households was 6 people. The 
numbers of children of school going age either living on the stand 
or elsewhere was reported as: 

o children 
1 child 
2 children 
3 children 
4 children 
5 children 
>5 children 

14\ 
15\ 
18\ 
23\ 
19\ 
7\ 
4\ 

62\ of households had previously reported that they had no family 
members living elsewhere and 14\ only had 1 family member living 
elsewbere. The majority of children can therefore be assumed to 
be living in town in the house. This may change in the next year 
with the recent introduction of higher school fees in urban areas 
than rural. 

The impact of the new policy on the size of urban families seeking 
shelter is as yet difficult to predict. 

3.2. Existing Housing Conditions of Households .,. 
3.2.1. The average occupa'n~y rate of plots in all areas ~s 3.4. 
households. However in Nyameni the occupancy rate is lower at 1.6 
households per plot. Across all areC\s the occupancy rate 
indicates that on average 2.4 rooms are rented out to lodgers 
(although only 0.6 in Nyameni). However the average lodger 
household only rents and lives in one single room. The average 
owner household enjoys the use of four rooms. The data indicates 
that owners have built large houses (on average 7 rooms) and are 
renting out 49\ of the space to lodgers. 

9 



3.2.2. 
PREVIOUS TENURE STATUS 

(Own" Heu •• ho&cf.' 

Olher 
111. 

PREVIOUS PLACE OF RESIDENCE 
(0-..... H ....... oIcf.' 

HIM high ~Uy 
797. 

.... 

Oth.r e~tr.Y 11. 
COlM'W'Oial r.rlT'l lZ 

COIMU'lIlf Ar.4 
57. 

et her urt\tt'! 
8.,. 

H'etJA11 ,~ d'''.,'lf 
e'l 

" 

l\IUleA ~ 1 L-rl • ." 
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Interestingly 78% of owners had previously lived in a high density 
suburb and 68% had been lodgers. In order to be a llocated a 
stand, households have to be resident and employed in the town of 
the waiting list. 

The resale market forces of housing also favor existing households 
in the area who would hear of houses for sale by word of mouth. 

10 
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3;3. Household Incomes and Expenditures 

~.3.1. The monthly median income of owner households was found 
to be Z$720. The head of household median wage or income from 
self-employment i~ Z$550 p.m. The median income of a spouse is 
Z$O p.m. HJwevsr the median 'was obscured by large numbers of 
spouses who claimed to have no income whatsoever. The spouse 
gr.ithmetic mean income is Z$72 p.m. indicating earnings from other 
household enterprises. The median income from other sources, 
predominantly lodgers is Z$170 per month. The income from lodgers 
confirms previous findings that an average ~f 2.4 rooms per plot 

. are let out to lodgers. The average rental being charged is Z$71 
per month per room. 

3.3.2. Average expenditures made by the owner household during 
the month of January 1992: 

Food and household stores 
School fees (every month) 
Transport 
Mortgage for house 
Building and maintenance costs 
water, sewerage, electricity 
Agricultural inputs 
Doctor, clinic 
Furniture 
Interest on loans·other than house 
Other 
Gifts, remittances 
Fuel (wood, paraffin) 
Wages 
Other household enterprtses inputs 
Rent for business purposes 
Membership (party, etc.) 
Business Licenses 
Rent for garden allotment 

TOTAL 

Z$ 266 
Z$ 67 
Z$ 65 
Z$ 63 
Z$ 61 
Z$ 45 
Z$ 39 
Z$ 27 
Z$ 21 
Z$ 21 
Z$ 19 
Z$ 16 
Z$ 10 
Z$ 10 
Z$ 6 
Z$ 3 
Z$ 3 

Z$ 2 
Z$ 0 

~ --------
Z$ 744 

======== 

The total average household monthly expenditures (Z$744) slightly 
exceed the median household income level (Z$720). The correlation 
between an average and median figures throws up 8 slight 
discrepancy. Nonetheless the general conclusion that may be drawn 
is that low income households spend all or even slightly more than 
they earn with no savings. 

Food and other household stores (including drink and tobacco) has 
the biggest share of the household budget - 36\. 
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Somewhat surprisingly mortgage payments on the house represent a 
Iowa' of the household budget. However building and maintenance 
costs represent a similar share. The indication is that as well 
as paying back a monthly mortgage for the plot and core building, 
the average household is also actively e~tending the house with 
personal savings. Total shelter costs then amount to 16% of the 
budget with an additional 6% spent on water, sewerage and 
electricity conSUMption charges. 

A further 9' of the budget is spent on school fees and 8% on 
transpor't. 

The remaining 25' of the average household budget is then split 
into expenditures on numerous minor items (agricultural inputs 5', 
health care 4' and others). . 

3.4. Household Expenditures on Shelter and Willing~ . 
to pay for Alternative options 

3.4.1. Monthly household expenditures were cross-checked in two 
sections of the questionnaire and a strong correlation was Tound 
between the replies given. The average household mortgage payment 
made during January 1992 was Z$63. 

Warren Park is the most expensive area with average mortgages of 
Z$72 per month, Nyameni at Z$69 per month and Glen View at Z$51 . .~ per month. '4 

In comparison, the average rent paid by lodger households each 
month is Z$83. As was noted in section 3.3.1. the average rental 
charge per room is Z$71 p.m. indicating that each lodg~r household, 
no matter its size, makes use of only slightly more than one room 
for all living and sleeping requirements. 

3.4.2. Owner households were asked who had built their house. 
The majority (71') stated that it had been built by local building 

contractors. When asked what problems they had faced in acquiring 
the house 36% claimed they had had no problems but 98' cited 
financial problems. 64' also stated that the shortage of stands 
and the waiting list were an impediment and 54% had faced 
difficulties in acquiring materials. 

3.4.3. A full 61% of owners had raised the necessary deposit on 
the house from their own savings. Only 5% had received a loan 
from a bank or an employer. (There was a high 24% nil response 
rate on this question). 

12 
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3.4.4. Finally owners were asked what they believed they would 
have to pay for their house if they were to rent it on the oper 
market. The perceived value of the house was 3 to 10 times i~ 
excess to the current mortgage payments being made. 

Glen View 
Warren Park 
Nyameni 

Z$483 
Z$402 
Z$211 

The Nyameni perceived values reflect the lower occupancy rate of 
the 'houses. The Harare values show a marked 'correlation with the 
total number of rooms in the house multiplied by the going rents 
paid by lodgers. . 

• 
3.4.5. One lod~er household per stand was asked a series of 
shelter related qUBstions. 48% stated that they would'like to 
own their own houses. The 52% that did not wanted to own their 
own houses cited financial problems (85%) and to a lesser extent 
(15%) the long wa~ting lists as their reasons. 

". .. 
The 48% who did want to own a house were asked why t~sy did not do 
so. 30% cite~ the housing waiting list as a major impediment but 
74% said th~t the cost of doing so had prevented them. 
Nonetheless 51% of lodgers households did believe that they would 
one day ow~ their own house. _ 

'.., 
3.4.6. An iteration of questions related to willingness ,to pay 
for shelter was then put to lodger households. The results were 
as follows: 

Same amount as current paying on rent 
+ 10% 
+ 20% 
+ 30% 
+ 40% 
+ 50% 
+ 80% 
+ 90% 
Double 

99% 
99% 
97% 

100% 
95% 
94% .. 
87% 
86% 
72% 

A caveat should be placed on the interpretation of the data. The 
iterative process used attempted to obscure the incremental 
increases being asked of households - they were asked to respond 
to higher, lower higher, medium, etc. amounts. However the 
reality of paying, for example, double current rentals may not have 
been fully perceived by all respondents. Nonetheless the trend 
that emerges is an extremely high propensity to own a house and 
willingness to find the money, from whatever source, to do so. 

13 
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3.4.7. Finally, 100 lodger households in Nyameni were asked to 
respond to a series of questions that prob ed'willingness to trade 
off different plot sizes and levels of service provision against 
a larger house. The sample was not statistically significant. 
FUrthermore a questionnaire approach was too stilted to reliably 
probe attitudes and preferences.' The data 
is presented to illustrate general responses only. Focus group 
discussions still to be held with households will discuss trade 
off options in more depth. 

About one third of households are willing to have either a reduced 
plot size (31\) or a gravel ~oad (29\) in order to gain extra floor 
space (a room built up to window level) in the house. 25\ would 
opt for a smaller plot size And gravel road in order to gain a full 
extra room. . 

Blair VIP toilets and communal taps were acceptable to only 15\ of 
households in exchange for an extra room. In spite of technical 
efficiency, Blair toilets are generally considered as part of the 
rural tradition and not in keeping with higher standards of living. 
found in cities. - ~ : 

Despite the generally low willingness to trade reduced service 
levels for extra floor space, a high 87\ of respondents ·would 
prefer to own their own undeveloped serviced plot rather than share 
a large four roomed house with another fami~y. Similarly in 1991, 
1 200 members of the Cone Textile Worker~~ Housing Co-operative 
agreed that the Co-operative should assist members to individually 
own a serviced plot with wet block and one room rather than have 
two member families share a four roomed house for the same monthly 
cost. 

4. CONCLUSIONS 

4.1. On average Owner households are currently enjoying the 
use of four rooms for living and sleeping in. The cost of doing 
so requires that houses and infrastructure designed for single 
family dwelling units are supporting 3.4 households on each unit. 
Nationally, occupancy rates range from 9 to 11 people per plot in 
Bulawayo and Harare to 23 people per plot in Chitungwiza. Severe 
overcrowding not only produces social tensions and domestic stress 
but also overloads urban service networks. 

4.2. In spite of national minimum standards calling for a four 
roomed core house, the majority of urban residents are lodgers. 
Lodger families, whatever their size, age of children, etc. have 
to make do with an average of only one room for living and sleeping 
in. They pay more rent per month for this one room than the whole 
house mortgage payments paid by the owner. 

14 
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4. J. The median household income from salaries or self
employment in January 1992 was found to be Z$550. Despite the 
small size of our sample this fi':s well between the eso September 
1990 figure of Z$45J and the AID estimate for June 1992 of Z$600. 
An important regular additional income is rent from. lodgers. The 
1992 survey found the median monthly rent from lodgers and other 
sources to be Z$170. This gives a monthly median income of Z$720. 

In older housing areas of the country (e.g. Sakubva, Kutare) where 
the main house cannot be extended, lodgers are accommodated in 
backyard "cottaqes" •. _ Even if a household we.re only to receive a 
Building Society mortgage to' construct an initial one roomed house, 
the chances are high that the household would either extend the 
main house or put up backyard "cottaqes" from personal savings to 
increase its income from lodgers. Local authorities have been 
unable to halt this trend. 

4.4. Average household budgets are very close to and even 
slightly exceed median income levels. 

Any increases in mortgaqe repayments would have to be met·. by 
households cutting into the minor budget items or, more likely, 
food ' . Increases in interest rates and building costs. will 
certainly have a severe impact on already fully stretched household 
budgets. The only way to offset the increases is a reduction in 
plot sizes and building standards and more efficient infrastructure 
design. There is a degr..ee of willingness on the part of 
households to accept this. 

4.5. De facto the majority of the urban population is already 
living in overcrowded conditions. The desire to own one's own 
home is strong. There appears to be an unlimited willingness to 
pay more for accommodation of one's own. There is a high degree 
of willingness to accept smal~er plot sizes and gravel roads in 
exchange for eventual extra floor space. Finally, the majority of 
households would opt for an undeveloped stand rathe~. than share a 
larger house with another family. . 

A study entitled "Urban Food Distribution systems in 
zimbabwe" carried out by D. Drakakis-smith and P. Kivell in 1987 
and covering Glen View as one of J areas surveyed in Harare noted 
that "[In) ..• the lowest income group •••• expenditure on food is 
curbed by essential outl 'ys on fuel and housinq" (P.24). 
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·ANNEX I: RELEVANT SECTIONS OF TERMS OF REFERENCE 

ARTICLE I TITLE 

Work Phase I - Survey to determine the Urban Median Income Level 
in zimbabwe. 

ARTICLE II BACKGROUND 

A. BACKGROUNp 

In relation to the Zimbabwean Private Sector Housing Program, 
USAID/Zimbabwe is designing 8 low cost smaller program to assist 
in the private provision of shelter for households earning~p~l~w 
the urban median income level. The program will resolve .. three. 
critical constraints ~hich have hampered the production of low ~ost: 
shelter. specifically the program will:- ".'\:?5!''::.< " 

.. ,'-':.- ~; 
: ....... : .. 

(1) secure foreign exchange for the construction and btillding 
materials industry so that they can increase their output: 

(2) identify additional mechanisms to attract private 
investment into the Building Societies so that housing finance is 
made ,available to people with low income: .~and 

'., 
(3) eliminate constraints which prohibit the private sector 

from developing low cost shelter and removing excessive .building 
and development standards which increase tbe cost of shelter. 

The program funding will include US$50 million in Housing Guaranty 
(HG) funds and between OS$10 to US$25 million in grant funds. The 
design of the program is set to commence in February 1992 and there 
are two critical elements where assistance will examine the 
affordability issue related to housing finance f~r low income. 
households. Phase II will specifically look at the constraints 
and solutions to the land and infrastructure delivery system. 

Phase I Affordability criteria 

The first phase of assistance relates to the ability of households 
to afford shelter. Under the Economic structural Adjustment 
Program (ESAP) interest rates h~ve increased, the value of the 
Zimbabwe dollar has depreciated, and wages have remained generally 
st~tic. Therefore, there is a need to review urban incomes and 
household expenditures to determine the urban median income level. 
Special data concerning the number of persons per residence, income 
and expenditure statistics, and housing preferences will also be 
required. 
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ARTICLE III 

A. OBJECTIVES 

OBJECTIVES AND SCOPE OF WORK 
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Page 20 of 26 

Legislation governing the HG program required that, the benefits be 
affordable to households earning at or below the median income 
level. In addition, a social analysis will need to be completed 
for the Project Paper/PAAD looking at not only affordability but 
the needs, desires and social conditions of the proposed 
beneficiarieB ... _:~:.:,'l'herefore, the con.sultant will undertake a survey 
to determine the';Urban income distrl.bution as well as shelter needs 
and preferenc~B.~·· 

D, DETAILED SCOPE OF WORK 

Phase I 

1. The consultant will design a draft survey to identify 
household incomes and expend i tures , household structures, 
employment data, and housing preferences. The survey 
questionnaire will be presented to USAID for review before the 
survey proceeds. ~ 

2. The consultant will employ the random stratif ication selection. 
method to establish the interview sampling process. Before 
progeeding with the interviews, USAID will approve the location and 
number of interviews to be. .completed. 0'\-

3. The work will be divided into two separate tasks. ,The first 
will be to undertake a survey ~ith ~f not.less than a total of 200 
households. 

4. Data required from the survey will include the following: 

a) 

b) 

Household structure 
1. Area of origin, sex, age, length of residence 
2. Previous residence .' 
3. Hales/Females earning income and how much 
4. Number of children in school and other 

dependents. 

Employment 
1. Type of employment by gender 
2. Salary/Frequency of Pay 
3. Other sources of income 

17 



c) Expenditures/Monthly or Weekly, Average on 
1. Food 
2. Education 
3. Health 
4. Housing 
5. Transport 
6. outstanding debts 
7. Savings 
8. Others 

d) Housing Preferences 
1. Desire to own a residence 
2. Factors contributing to ability/inability to own 

e) Income per Household 
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ANNEX II; LIST OF STANDS ENUMERATED 

A. Nyameni High Density Suburb. Harondera 

Stand Nos: 

025 041 044 056 066 
081 108 120 132 141 
159 168 171 186 189 
192 195 196 203 2234 
236 238 243 256 277 
290 304 322 356 365 
374 387 396 406 418 
419 421 424 436 457 
461 471 478 479 509 
527 529 530 540 547 
552 568 586 590 621 
623 646 652 659 671 
709 710 715 720 724 
749 767 785 790 799 
807 817 .. - 835 - 843 847 
859 864 869 873 880 
888 889 893 903 905 
912 936 955 959 961 
969 970 973 975.,. 980 
983 992 998 1002 
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B. Glen View Higb pensity Suburb. Harare 

Stand Nos: 

1009 1025 1032 1058 1094 
1139 1149 1168 1178 1185 
1192 1205 1219 1229 .1236 
1261 1335 1371 1424 1568 
2061 2999 2461 2507 2509 
2526 2529 2537 2590 2625 
2631 2637 2683 2701 2714 
2723 2759 2825 2842 2881 
5058 5094 5139 5149 5168 
5396 5421 5454 5473 5594 
5618 5236 5261 5335 5371 
5387 5923 5936 5984 5992 
6461 6507 6509 6526 6529 
6537 6590 6625 6631 6637 
6683 6701 6714 6723 6759 
6761 6785 6825 6981 6987 '" 
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C. Warren Park High Density Suburb. Harare 

Stand Nos: 

03 21 . 24 51 68 
74 107 174 211 234 
305 423 459 520 541 
601 747 757 793 819 
1003 1023 1024 1050 1070 
1074 1107 1174 1211 1234 
1305 1424 1457 1520 1541 
1601 1417 1746 1757 1793 
1819 2105 2129 2140 2173 
2187 2211 2437 2507 2539 
2567 2582 2628 2659 '.2749 
2761 2811 2856 1915 2942 
2974 3105 3129 3140 - 3173 
3187 3213 3437 3508 4201 
4226 4149 4133 4105 4114 
4241 5447 5459 3942 3975 
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Executive Sum.mary 

1. Background 
By Sub·Saharan standards Zimbabwe has a highly divcrSified economy, a well·developed business sector, 

a sophisticated financial systcm, skilled human rcsourres and a sound infraslructure. In addition, it also has 
a substantial natural resource base. 

Following the publication in January 1991 of a documcnt entitled "Zimbabwe; A Framework for 
Economic Reform (1991·95)", the government began implementing a comprehensive program of structural 
adjustment aimed at increasing investment, growth and employment. The central components of the 
Economic Reform Program (ERP) are: (i) trade liberalization, (ii) fiscal deficit reduction coupled with a 
more restrictive monetary policy, (iii) domestic deregulation, and (iv) measures to alleviate the transitional 
impact of reforms on vulnerable groups by implementing a Social Dimensions of Adjustment (SDA) 
program. 

The central government deficit (excluding grants) is targeted to be reduced from 10.7 percent of GDP 
in F)'90.i<)1 to no more than 5 percent by FY93 .. 9~, .",;th the reduction (0 ~ front·loaded in 1991,$2. More 
~pecifically, it will be achieved by reducing parastatal deficits and rationaliling public SCl'tor cmplo)menl. 
Subsidies and transfers to the Public Enterprise (PE) swor, whh:h amountl.!d to 3.8 percent of GOP in 
FY90,91 will be virtually eliminated by F)'93/9.t. 

ConsislCnt with the fiscal and balance of paym~'nL'i targds, monetary and cre-{.IiI policy .",;11 aim at 
containing overall demand and reduce the ratc of inO;Jtinn to ahout 9 p..:m:l1t by 199~. The existing 
methods used to control crctHt and money supply arc (under the ERP) to become more indirect and 
mJrket driven. 

Thl.! GOZ is com mined to a phased program of trade lihl:raliZJtion, mO\;ng away from the administered 
foreign exchJnge allOCJtion system to a market based s)~tem by 1995 at the latest. With the exception of 
a few goods, to be excluded only on the groundS of defense or o\'crv.helming public intercst, all items will 
be importable through the OG[l.. systerr by 1995. 

The government recognizes that the full bcnefilS of trade liberalization and fi~cal and monetal')' reform 
~nnot be r~!ized in an economic en .. ironment en.:umhewd .",ith excessive controls. The ERP therdore 
includes the gradual removal of investment approval~, priCe! and distrihution controls, latoar and W3£C 

regulations, and other rules and guideline~ .",hkh tend to inhibit ero .... 1h, p:micul:Jrly of small·scale and 
informal sector activitics. 

While the ERP's objecti\c is to rai!.e the o\l.'r;:1I SIJild:lTd of Jiving il b ;:Iso re;:ogilized tf,:!: dl!rinf a 
tr;Jnsition:!1 period. certain population groups .",;11 be ad\'c~ely affected by thl.! reforms. To shield the poor 
and vulnerable groups from these tra~itional hardships ~sociated .",;th the ERP, thc GO\l.!rr,lnent hJ~ 
released a white paper outlining plans to shield poor and vulnerable group~. 

A Social DeVelopment Fund (SDF) has been cstl!bli!.hcd to ~UppOTl ~Llci:!l welfare m~J~L:rl'~ :mc 
empluyment promotion. This fund is to be financed from a variety of source~, including contritouliun.' frum 
donors. Support .",;11 be provided to labor intensive public worb, the non·formal ami small·sc.tle enterprbe 
sectors, and rural reselllcment prograrru, The SDF .",ill also be used to finance a variety of training 
activities. 

2, Progress with the Economic Reform Program (ERP) 
By the end of 1991, Zimbabwe was well ahead of schedule in thc implementation of severall;cy aspects 

of its structural adjustment program. The program was speeded up during 1991 following a \\;dl.!ning of 
the current account deficit on the balance of payments, from 4.3 pcrcent of GDP in 19'AJ to n~rly 12 
percent of GOP in 199\. This was due almost entirely to the faster than expected growth in imports during 
the first year of the program's implementation. Fis~l deficit reduction, exchange rate depredation, trilde 
Iiheralization and tariff reform all proceeded more quickly than was anticipated when the program was 
presented to the donor Consultative Group meeting in March 199\. 
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Ie Government accelerated its program of budget deficit reduction (and also tightened monetary 
) during the second halfof 1991. The 1991f)2 budget presented to Parliament in July 1991, provided 
'eduction in the o·.erall deficit (excluding foreign aid grants) from 10.7 percent of GDP [08.2 percent 
)P. By providing for a :'-5 percentage point reduction in the deficit as a percent of GDP, the budget 
led tbe ERP requirement of a 0.9 percentage point cut in tbe fiscal deficiL 

tighten the fiscal stance further, the Government: (a) raised the minimum tariff rate to 10 percent; 
lposed an additional 10 percent import tariff on those items included in the Open General Impon 
ie (OOlL) list at that time; and' (c) witbdrew the rebate of import duties for manufacturers for 
itic production. With the additional revenue expected from these measures, which became effective 
lober I, 1991, the projection for the overaU central government deficit was further revised downward 
percent of GOP in FY91/92.. 

)Vcmment bas begun a far reaching rrogram of Public Bnterprise reform to virtually eliminate the 
l of PEs on public finances by FY94f)5. Direct subsidies and transfers will be reduced Crom ZS 640 
i1 in FY 90,$1 to about ZS 40 million by FY94/95. The GOZ started clearing tbe backlog of unfunded 
ies in FY90f)1 and this was completed in the FY91m budget for aU losses up to June 3~. 1991. 
g targets for PE losses have been set for the period up to 1994. 

.eral reforms were introduced during 1991 in the area of agricultural marketing. including the 
)n of independent Boards of Directors in the agricultural marketing boards and the abolition of 
movement re~trictions between natural regions IV and V and :)etween contiguous and non

uous communal areas. Government has stated that it v.;lI, by June 1 SO /2, begin implementing further 
IS including (a) the separation of the commercial and social roles of the Grain Marketing Board (b) 
mination of pan territorial and pan seasonal agricultural commodity pricing and (c) the removal of 
and othcr crop marketing re:;trictions. 

al central govcrnm'cnt expenditure is projected undcr the ERP to decline from 48 percent of GDP 
>0/91 to ~ percent in FY91t92, witb approximately two tbirds of this reduction to come from a cut 
ent spending. This objectivc is to be achh!\'ed by limiting general wage increases to about 10 percent 
the deletiun of !lome 5000 authorized civil service positiOns by Junc 1992. 

thc past, inter~t rates have not heen used actively as an instrument of moncta!)' pOlicy. As a result, 
sin intcrC1>t rates ha ... c rl!nc.:ted nuctuation5 in innation and real interest rates ha ... ·e generally been 
IC. A more active interest rate polk)' is a key component of the economic reform program currently 
mplcmented. Mon • .!ta!)' policy was tightened considerably follo .... ;ng the stan of discussions in the 
half of 1991 for an I~1F supponed program. 

)uring 1991, the first year of the ERP, progress towards the oompkte elimination of administered 
t rates was much more rapid than expected. The Framework for Economic Reform, published in 
I)' 1991, stated that the Base Lending Rate would be abolished by the end of 1993. In fact, both the 
stered Bac;e Lending Rate and the "cap" on lending to the producti .... e sectors (also scheduled under 
R to be abolLr,hcd by the eno of 1993) were abolL~hed .... ;th effect from December 20, 1991. 

::'ollowing the "C!)' much grl!Jter than expccted increasc in imports (due to the expamion of thc 
, thc authorities staged a sharp step depreciation of about 38 pcrcent in tbe third quaner of 1991. 
lVC was designed to (a) tighten demand management; (b) protect against any revcrsal of progress 
, madc in trade IiberaliJation and (c) open thc door for negotiations to begin v.;th the IMF for a 
rm facility. Sub~equently thcre has been lillie movement in the nominal exchange rate, with the 
ities ha ... ;ng indicated that they intend to maintain thc exchange rate relatively stable in nominal 
while safegu~lJding external compctiti ... ·eness in real terms by maintaining tight fiscal and moncta!)' 
i. 

I unrestricted OGIL system was introduced in July 1991. The OGIL system does not require an 
~r's Iicensc, in effect allowing anyone to import thc goods included in thc OGIL list. Thc initial 
list co ... ·cred raw materials, intermediate goods, and finished products. Thc unrestricted OGIL 
I 14 percent of imports (based on the value of imports) at end· 1991. The expon retention schemc 
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The aggressive downward management of tbe exchange rate during 1991 translated into a fall in 
Zimbabwe's per capita income, from USS 650 in 1989 to USS 560 in 1991. The' latter figure is lIased on 
the average exchange rate for 1991. Howcver, if the current exchange rate is employed the per capita 
income level turns out at closer to USS 400 per annum. 

Zimbabwe's external competitiveness has improved in' recent years as tbe currency has been managed 
do\\nwards aggressively enough to acttieve a substantial fall in tbe exchange rate in rcallerms. As of the 
end of 1991, the specific macroccononUc Objectives agreed between the GOZ and the IMF/IBRO for 1992 
were: 1) increase tbe real GOP growth ~ate to 4 percent; 2) limit the rate of inflation to 15 percent by the 
end of the year; 3) keep tbe external current account deficit unchanged at 12 percent of GOP; and 4) 
achieve a level of gross foreign reserves equi'.·alent to 2.5 months of imports. 

Following '~le advent of the worst drought this century, howe'w'er, none of the above targets remain 
within reach and the consensus forecast for real GOP gro\\1h has been further lowered to minus 4 percent, 
y.;th agricultural outp~t projected to fall t:y about 4Q percent. The P,.fF is expected to adjust its 1992 
performance criteria and re-appraise the medium term adjustment framework for the ERP in the light of 
the drought. Following a GOZ invitation expected to be issued soon, an IMF team is likely to begin work 
on this in May/June. 

There is an <:<Irly consensus however, that assuming a return to normal rainfall patterns in the 199V)3 
agricultural groy.;ng season, it is reasonable to expeci GOP gro\\1h of about 6 percent in 1993 and 4-5 
percent growth thereafter (ie. through 1995). This revised medium term scenario is likely to be adopted 
because (i) the indirect and sprc,Jd effects of the droughl beyond 1992 are not yet known and (ii) ~cause 
there is a hislory of agriculture (and the economy in general) rebounding fairly strongly following prC\;ous 
droughts, when weather patterns return to normal. 

The target for budget deficit r~uctiCJn for the 1991192 fIScal YC.Jr was rcvised to 3.6 percentage points 
of GOP (ie from 10.7% to 7.1%), follo',l,;ng the increase in customs revenue introduced in October 1991 
referred to abo'w'e. However, the additional expendilure demands in terms of food imports, supplementary 
feeding programs and food for work programs mcan~ that this laller target is no longer achie\'able. At best, 
the 1991/92 budgct deficit (excluding grants) is now bc expe~ted to tum out at 9.1 percent of GOP. 

Under the IMF supported program for 1992, inflation was targeh.:{] to fall to 15 ~rcent by end-1m. 
This projection was o\'erly oplimistic e\'en at the time il wa.~ produced. However, in the light of Ihe drought 
-- y.hich \\ill restrain both aggrcgate demand and supply -- the current consensus is that consumer price 
inflation will average about 27 percent during 1992 and end thc year at about 25 percent on a N,elve 
month basis. 

Bdore the drought, it wa~ anticipaled that the IUfc eXlernal imb:!lan~'c \\hich had emerged during 
1991 would be conlained durin~ 1992, wilh a Cllrrenl account delicil of US$ 5YIJ million (or 11.8 percent 
of GOP) being projected. However, the balance of payments outlook has since worsened considerably. 
Negative GOP growth this year and a possible further depreciation of the exchange rate translates into a 
projected current account delicit of about 20 percent of GOP in 1992. 

4. Impact on the hou!linl! program. 
As a result of the drought, it ",;11 take three year.) for the estimaled 6.8 percent fall in per C3pil3 

incomes in 1991 to be recovered. However, a component analysis of demand and expenditure in GDP 
indicatcs that after falling by 4 pr.rcent in 1992. private consumption is likely to rise in real terms by an 
pnnual average of 6.7 percent over the three year period 1993-95. This should be made possible by the 
reduction in the share of government expenditure in GDp, as anticipatw under the ERP. 

In 1991 rC.J1 wages in the urban economy fell by 4.5 percent. An e\'cn steeper fall can be expccted in 
1992 as inflation remains high and the economy contral:ts. Thereafter, howe\'er, this trend h likely to be 
reversed as (i) a return to more normal rainfall patterns and an improvement in invcstor confidence lead 

. to positi"'e gro\\1h in per capita incomes and (ii) inflation subsides due to appropriately restriclive demand 
policies. 
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Interest rates, except for a limited number of categories, are now detennined by competitive and market 

related considerations. Since the beginning of March 1992, some monetary banks have been offering 
interest rates of 35 percent per annum on caU deposits in an effon to attract resources. Interest rate 
controls still remain for: (i) savings and demand deposits and for consumption related and personal 
lending, but these are floors which have not yet technically been abolished and are currently well below 
prevailing rates and (ii) for building society deposit and mongage rates. 

The rapid increase in private sector lending during 1991 means that lending has grown faster than 
deposits and bank lending ratios have thus risen from 55 percent of deposits to about 80 percent of 
deposits. With the restrictive monetary policy translating into very low growth in the bank's deposit base, 
there is little room left (if any) Cor tunher growth in bank lending. Funhermore, the commercial banks are 
anticipating a funher increase in the demand for credit As a result liquidity will remain tight and interest 
rates (ie 90 day NCDs) are expected to remain high -- and positive - OU~:iating around 30 percent at least 
until the middle oC 1992. 

The view that the current difficulties Cacing the building societies are essentially of a shon-term nature 
is a consensus one. The IMF/lBRD supponed ERP is designed to achieve a rapid reduction in inflation. 
The medium-tenn macro scenario developed in this report suggests that interest rates, while remaining 
positive, y,iU fall together with inflation as the ERP is implemented. Short tenn interest rates are projected 
to fall below 15 percent early in 1995; while inflation is projected to fall to an annualized average of Iv 
percent in 1995. 

Projections made Cor the e>.1ernal debt and debt se!'\;ce through 1998 assume that half of the USS 400 
million impact of the drought on the balance of pa}menLS \Ioill be provided for by granLS and the other half 
by long term concessional financing with similar terms to that of the HIG loan. Based on these 
assumptions, it is expe~ted that the cost of the drought \10;11 be re(]e~ted in the debt service ratio through 
1998. The HIG loan component of the debt service ratio \Ioill not exceed 0.13 percent through 1998. 

The implementation of the initial measures of the program suggest that the process of structural change 
in Zimbabwe is irreversible, thereby diminishing these risks to some degree. The future of the ERP 
depends imponantly on the fllnher rapid tightening of fiscal policy. The originally planned reduction of 
the budget deficit in FY91f]2 has been rcrognized as a major and credible step toward this end. The 
government has committed itself (in letters of development policies to the IBRD and the U\1F) to contain 
the wage bill through reduced civil SCI"\ice employment and prudent wage policies; to reduce subsidies to 
public enterprises through the introduction of more realistic pricing and greater operational efficiency; to 
reduce the budgetary burden of education and health care through incrca.sed cost recovery and to reduce 
military spending when the regional tension eases. 

The success of the PSHLP is less ticd to the achicvcment of specific and time-bound benchmarks 
than it is to the GOZ's overall commitment to move in the direction as set out in the ERP. The propos~ 
PSHLP is sufficiently flexible in iLS design to be able to withstand a range of possible adverse scenarios. 
Government's commitmcnt to the implementation of the proposed Private Sector HOUSing Loan Program 
can be viewed a~ a function of iLS commitment to the overall ERP. Fortunately, the implementation of the 
PSHLP is Car less politically contentious than the implementation of the ERP, where vulnerable groups 
arc clearly at risk. In fact the implementation of the PSHLP would help protect vulnerable urban groups 
by prmiding a safety net in the form of low income housing which would remain affordable to families 
below the median income. By providing a targeted safety net, the PSHLP complemenLS the GOZ's Social 
Dirrlensions Program to a significant extent. 

Funhennore, the oly'erall ERP would be strongly supponed by the positive impact that the PSHLP 
would have on the supply side of the cronomy. The private enterprise sector could be expected to benefit 
markedly from the broadening and deepening effect that the program would have on the real economy and 
on the monetary sector. 

---000---
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I. Background 

Zimbabwe is clearly distinguishable! from the other majority ruled nations of Sub
Saharan Africa. Relative to the othe!rs, it has a highly diversified economy, a well
developed business sector, a sophisticated financial system, skill~d human resources and 
a sound infrastructure. In addition, it also has a substantial natural resource basO!. 

Since independence in 1980, government policy has been directed towards redressing 
the socioeconomic inequalities which existed at the time. Much has been achieved in this 
area -- particularly in education, health, family planning and small holder agriculture. 
Primary school enrollments rose from 1.2 million in 1980 to 2.2 mi!lion in 1989, and 
secondary schoo! ~nrollments rose from 74 000 to 671 000. The percentage of children 
fully immunized has more than tripled from 25 perce!nt to 86 percent; infant mortality has 
declined from 86 to 61 per 1 000 live births; life expectancy has increased from 55 to 59 
years; and the population growth rate has fallen to an estimated 2.8 percent per annum 
in 1989. ll1e small farmers' share of marketed maize and cotton output has risen from 
near zero in 1980 to over 60 percent in 1989. 

This progress has been achieved via budgetary policies, as well as by the active use of 
extensive direct controls (which were originally developed in r~sponse to international 
sanctions during UOI). However, the economic policy strategy -- combined \l,lth adverse 
exogenous factors, including unfavourable weather conditions, declines in the terms of 
trade in some years, and the geopolitical situation -- has restrained economic performance 
and led to considerable volatility over the period. 

Zimbabwe's unemployment problem has traditionally received much pUblicity. There 
~re about 200 000 school leavers entering the labour market each year, but only about 
80 000 formal sector job openings - 40 000 from new jobs being created and about 40 000 
from existing employees lea\lng formal sector employment. The excess is accounted for 
by the urban informal sector, the peasant farming sector and open unemployment. 

Although economic growth has comfortably exceeded population gro\\1h since ] 9S0. 
there have been three distinct phases which characterize Zimhabwe's economic pcrfo!"m
ance: 

1) The 1980/8] post sanctions boom when GOP rose by more than 10 percent a 
year. Favourable weather combined with the taking up of excess capacity, resulted in 
cumulative growth over the two year period of 25 percent in manufacturing and 16 
percent in agriculture. The rapid expansion of the public services sector helped fuel 
aggregate demand during the period. 

2) The six year period between 1982 and 1987, when the economy recorded average 
grml,1h of only 1.4 percent -- well below the population growth rate of about 3 percent. 
Recurring drought, combined with restrictive price and import controls led to declining 
private'sector confidence and falling investment. Gross fixed capital formation declined 
as a percent of GOP from 20 percent to ]6 percent, while private investment fell from 
13 to 6 percent of GOP. 
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3) The economy turned around during the four years 1988 to 1991, when an average 
groy,1h rate of 4.4 percent was recorded. Favourable weather patterns and improved 
terms of trade were the main factors accounting for the 7.3 percent growth rate 
recorded in 1988. Thereafter, the sustained upturn is accounted for by a series of 
government policy announcements -- beginning early in 1989 -- stating the GOZ's 
intention to restructure the economy. The beginnings of this process, which included 
the introduction of a range of export incentives and resulted in increased imports and 
greater flexibility in price and,wage determination over the period, had the effect of 
raising private sector confidence and investment. Notably, almost all of the growth in 
output and employment during the past four'years has been generated by the private 
sector. Following growth of 7.3 percent in 1988, GDP grew by 4.5%, 2.1 % and 3.5% 
in 1989-91 respectively. 

A cautious approach to external debt management from 1982 onwards, enabled the 
country to remain current on all external debt obligations, while at the same time 
effecting a major adjustment on the extanal accounts. This was achieved through import 
compression via direct controls on the allocation of foreign exchange. By reducing the 
volume of imports by one third, the government effected a shift in the current account 
from a deficit (excluding official transfers) of more than 11 percent of GDP in 1982 to 
appro>dmate balance by 1987. Total debt outstanding declined from 56 percent of GDP 
in 1985 to 46 percent in 1990. 

In spite of an ongoing fiscal imbalance of almost 10 percent of GDP during the 19805, 
the authorities managed to keep inflation at manageable levels. Inflation averaged around 
15 percent while nominal interest rates averaged 12 percent. Despite the existence of 
negative interest rates during much of the 1980s, the limited availability of consumer 
goods due to import compression helped to maintain a savings rate of about 20 percent 
of GDP and restore external balance. 

Nonetheless, substantially reduced import volumes, strong anti-export bias, falling 
im'estment ratios, low capacity utilization and severe bottlenecks in several sectors 
(particularly transport) were all side effects of the policy orientation during the 1980·s. 
Th.:= fact that much of the gro\lt1h in the early 1980's originated in the public sen'ices 
Sl!ctor rl.lther than in the material production sectors -- and Zimbabwe's mixed economic 
performance thereafter -- finally led to a recognition of the need to dismantle the 
extensive system of controls and make the economy more responsive to market forces. 
The GOZ has demonstrated its commitment to a br~)Ltd-based policy reform, aimed at 
'addressing the key policy constraints that have hampered Zimbabwe's progress to date. 

II. Zimbabwe's Economic Reform Program (ERP) 

Following the publication in January ]991 of a document entitled" Zimbabwe: A 
Framework for Economic Reform (1991-95)", the government began implementing a 
comprehensive program of strl'ctural adjustment aimed at increasing investment, growth 
and employment. The central components of the Economic Reform Program (ERP) are: 
(i) trade liberalization, (ii) fiscal deficit reduction coupled with a more restrictive 
monetary policy, (iii) domestic deregulation, and (iv) measures to alleviate the transitional 
impact of reforms on vulnerable groups. 
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The ERP amounts to a comprehensive blend of both structural reforms and 
stabilization measures. "'nile at the same time transforming the economy so that it 
becomes more productive and competitive, the GOZ is taking steps to alh:viate 
transitional social hardships by concurrently implementing a Social Dimensions of 
Adjustment (SDA) program. 

1. Fiscal Policy 

The central government deficit (excluding grants) is targeted to be reduced from 10.7 
percent of GDP in FY90/91 to no more than 5 percent by FY93/94, with the reduction 
to be front-loaded in 1991/92. Given Zimbabwe's already high tax ratio (37.3% of GDP 
in FY90/91) and the need for ongoing i:1frastructure inv(;stment, this deficit target will be 
achieved by a red uction in recurrent expenditure, which is projected to fall from 39.4 
percent of GDP to 37 percent in 1991/92. More specifically, it will be achieved by 
reducing parastatal deficits and rationalizing public sector emplo)ment. Subsidies and 
transfers to the Public Enterprise (PE) sector, which amounted to 3.8 percent of GDP in 
FY90/91 will be virtually eliminated by FY93/94. 

a. Public Enterprise (PE) Refonn 

The financial problems of the PE's in recent years have stemmed to a large e>.1ent 
from the Government's policy of pursuing a number of social goals through these 
t:nterprises. This policy has resulted in: (i) the establishment of administered output prices 
which have not been sufficiently high to allow enterprises to break even; (ii) the 
requirements that PE's take on loss-making activities and (iii) the withholding of 
autonomy from these enterprises in the areas of pricing, procurement, labor and invest
ment decisions. 

Direct subsidies to parastatals are projected to faU under the ERP as a result of (i) 
comprehensive programs to improve parastatal efficiency; (ii) improvements in pricing 
policy; and (iii) actions to reduce the size of the parastatal sector. The efficiency 
improvement programs will involve both operational and structural components and \\ill 
also require that pricing reforms be carried out. Pricing reforms are envisaged to include 
the replacement of administered prices by market determined prices for PE's operating 
in a competitive environment and the introduction of appropriate tariff policies allo\\ing 
a dc:gree of automaticity and management autonomy for public utilities. 

b. Civil Service Reform 

The reduction in the civil service wage bill will be achieved through a combination of 
the retrenchment of 25 percent of the number of civil servants (excluding teachers and 
health workers) over the next four years, and a change in public wage policy. This reform 
is designed to reduce the excessive share of civil service wage costs in GDP; while at the 
same time aligning salaries for professional and managerial grades with those found in the 
private sector, in order to slow the movement of sldlled personnel out of the civil service. 
About 22 000 posts will be abolished over the ]992-94 period. TIle government wage bill 
will in this way be reduced from 17 percent of GDP in FY90/91·to 13 percent of GDP 
in FY94/95. 

.... q ''1,/''\ ,/ 
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2. Monetary Policy 

Consistent with the fiscal and balance of payments targets, monetary and credit policy 
will aim at containing overall demand and reduce the rate of inflation to about 9 percent 
by 1994. The existing methods used to control credit and money supply are (under the 
ERP) are to become more indirect and market driven. As the budget deficit is brought 
under control, the government is committed to eliminate, by 1995 at the latest, the 
present system of administered interest rates. During the transition, government will 
enforce monetary restraint through greater recourse to reserve requirements and the 
increased use of open market operations. 

A gradual approach will be adopted to the entry of new banks, both domestic and 
foreign. The focus up to 1993 will be on increasing domestic competition between 
financial institutions and the introduction of a limited number of new entrants. As 
experience is gained and after a supervisory mechanism is installed, an open entry policy 
will be introduced. 

3. Trade Reform 

The GOZ is committed to a phased program of trade liberalization, moving away from 
the administered foreign exchange allocation system to a market based system by 1995 
at the latest. With the exception of a few goods, to be excluded only on the grounds of 
defense or overwhelming public interest, all items will be importable through the OGIL 
system by 1995. 

The Framework for Economic Reform (FER) paper envisioned a gradual import 
Iiberali18tion over the 1991-95 period. The originally formulated strategy relied exclusively 
on a selective (commodity by commodity) expansion of the Open General Import License 
(OGIL) system. The expansion of the OGIL in the early years of the program would 
focus on raw materials and inputs, in the middle years on capital goods and in the final 
years on consumer goods. The sequencing of OGIL for indhidual sectors was designed 
to help ensure that the export sectors' requirements in terms of imported inputs would 
be met. 

The expan!;ion of the OGIL to include inputs for individual sectors at an earlier stage 
than their outputs would tend to increase effective protection rates for the targeted 
industries in the initial years of the adjustment program. To avoid investments b2scd on 
temporarily distorted price signals, which might not be viable after the full liberalizaiion, 
some competing final goods (particularly for sectors with high domestic market 
concentration) were 10 be moved to OGIL in the first years of the FER. For the same 
reason, and as a signal of authorities' intention, the entire trade reform program was to 
be pre-announced. 

This gradual approach was adopted because of concerns about (i) the balance of 
payments impact of import liberalization and (ii) the related objective of assuring that 
foreign exchange be channelled to export industries in order that they be given time to 
modernize and re-equip before facing competition from imports. Capital goods \"'ere to 
be initially made available through special lines of credit managed by the Zimbabwe 
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Investment Centre (a one-stop window for investment applications and approval that was 
established in 1989). 

To supplement the import liberalization process, the ERP provides for import tal 
reforms aimed at reducing the average import tax and limiting the degree of dispersion 
through the harmonization of tariff rates and a phased removal of the domestic surtal. 
The share of tariff rates in the 10-30 percent range would increase from 28 percent in 
1990 to 38 percent in 1995, with virtually all imports taxed at less than 30 percent at the 
end of the reform process. The domestic surtax would be reduced from the present level 
of 20 percent to 10 percent by 1993/94 and would be eliminated by ]994/95. 

An Export Retention Scheme (ERS) was introduced in October 1990 (but made 
~ffective for exports taking place after July 1990), allowing exporters in the 
manufacturing, tourism, construction, road transport, and horticulture sectors to retain 7.5 
percent of their export earnings and exporters in the mining and agriculture sectors to 
retain 5 percent. The utilization of retained fordgn exchange was limited to the 
importation of raw materials and capital goods for the exporters' own operations; 
imported goods or retained foreign exchange could not be sold domestically. The 
allocations under the ERS were initially effected on a semi-annual basis, based on the 
exports of the preceding six month period. ExpoI1ers were required to apply for the 
utilization of the ERS for each import order; the first allocations took place in January 
1991. Till! ERS was expanded and modified in late 1991, as discussed below. 

Important advances have been made in the international trade arena since 1987. 
Imports have risen by 76% in US$ terms to US$ 2.5 billion, while exports have gro\\n 
more modestly, by 26% to US$ 2.1 billion. During the same period Zimbabwe has 
become a vastly more open economy, with the share of imports in GOP rising from 25 
percent to 42 percent, while exports have risen from 28 percent to 35 percent of GDP. 

4. Domc!'tic Deregulation 

The government recognizes that the full benefits of trnde liberalization and fiscal end 
moneta!)' reform cannot be realized in an economic environment encumbered Wilh 
excessive controls. The ERP therefore includes the gradual remo"al of investment 
approvals, price and distribution controls, labor and wage regulations, and other rules and 
guidelines which tend to inh:')it growth, particularly of small-scale and informal sector 
acthities. 

Investment sanctioning by the Zimbabwe Investment Center (ZIC) is initially being 
streamlined and will subsequently be relaxed as capital goods are added to the OGlL 
Eventually, the ZIC is to become an investment promotion agency. By 1995, all exchange 
control restrictions on profit and dividend remittances will be removed. 

a. Price and Wage Reform 

Price controls are being removed as and when products are placed on OGIL. By 1995, 
·price controls will apply to very few basic commodities. The Government, however, 
intends to retain agricultural support prices to encourage production by reducing market 
risk. Agricultural marketing boards, which have been monopoly buyers of many major 
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commodities, will become residual buyers, and restrictions on the direct sale of grains "ill 
be relaxed. 

Restricti\'e labor practices have generally. been applied in Zimbabwe. Prior to 
Deer-mber 1990, legislation which had been passed in 1985 defined the terms of 
employment. This legislation provided that unless parties were in mutual agreement, no 
employer could dismiss an employee without the approval of the Minister of Labor. The 
basic thrust of Government policy in this area has been to move away from direct 
intervention towards collective bargaining and to establish time-bound procedures for 
settlement of matters pertaining to job security and retrenchment. 

5. The Social Dimensions of Adjustment (SDA) 

While the ERP's objective is to raise the overall standard of lhing, the Government 
recognizes that during a transitional period, certain population groups will be adversely 
affected by the reforms. The ERP recognizes that adverse effects would likely fall into 
three general categories: (i) increased frictional unemployment; (ii) inflation and relative 
price increases; and (iii) social service cut-backs and increased cost recovery. 

To shield the poor and vulnerable groups from these transitional hardships associated 
with the ERP, the Government has announced that it ".ill car])' out poHcy and investment 
measures in four main areas: (i) promoting employment and training of retrenched 
workers through the development of micro-enterprises and other income-generating 
activities; (ii) ameliorating the impact of increases in the prices of essential commodities, 
especially maize; (iii) avoiding unaffordahle cmt recovery measures and (iv) introducing 
measures to monitor and analyze the health and nutritional impact of the structural 
adjustment process. 

Transitioni.ll unemployment is expected to occur in the public sector, including 
parastatals, as well as in the private sector. The GDZ plans to pay commuted pensions 
to civil servants who are made redundant compulsorily, in line with existing regulations 
and provisions and there will also be financial support for retraining. An amount 
equivi.lh!nt to 35 pt:rcent of the wages and salaries saved by retrenchments will be set 
aside to be ust:d to cover training cll.m. The GDZ has also developed guidelines for 
compensatory payments to private sector employees made redundant. Regarding 
retraining programs, the strategy is to strengthen the existing fiscal incentives to 
encourage more private sector training. 

A Social Development Fund (SDF) has been established to support social welfare 
measures and employment promotion. This fund is to be financed from a variety of 
sources, including contributions from donors. Support will be provided to labor intensive 
public works, the non-formal and small-scale enterprise ~ectors, and rural resettlement 
programs. The SDF will also be used to finance a variety of training activities. Throughout 
the adjustment period, social sector gains achieved since Independence will be protected 
by maintaining the level of resources going to health and education. 
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III. Progress with the Economic Reform Program (ERP) 

This section examines progress with the ERP up to the end of 1991 -- ie. before the 
impact of the drought is factored in. 

By the end of 1991, Zimbabwe was weU ahead of schedule in the implementation of 
several key aspects of its structural adjustment program. The program was speeded up 
during 1991 foUowing a widening of the current account deficit on the balance of 
payments, from 4.3 percent of GDP in 1990 to nearly 12 percent of GDP in 1991. This 
was due almost entirely to the faster than expected growth in imports during the first year 
of the program's implementation. Fiscal deficit reduction, exchange rate depreciation, 
trade liberalization and tariff reform all proceeded more quickly than was anticipated 
when the program was presented to the donor Consultative Group meeting in March 
1991. 

1. Fiscal policy 

To reduce public sector demands on the economy, contain overall demand and support 
the balance of payments, the Government accelerated its program of budget deficit 
reduction and also tightened monetary policy during the second half of 1991. The 1991/92 
budget presented to Parliament in July 1991, prmided for a reduction in the overall 
deficit (excluding foreign aid grants) from 10.7 percent of GDP to 8.2 percent of GDP. 
By providing for a 2.5 percentage point reduction in the deficit as a percent of GDp, the 
budget exceeded the ERP requirement of a 0.9 percentage point cut in the fiscal deficit. 
The budget introduced improvements in the structure of revenues (in conformity with the 
ERP targets, both corporation and personal tax rates were reduced) and in investment 
incentives. 

To tighten the fiscal stance further, the Government: (a) raised the minimum tariff 
rate to 10 percent; (b) imposed an additional 10 percent import tariff on those items 
includc!d in the Open General Import License (OGIL) list at that time; and (c) withdrew 
the rebate of import duties for manufacturers for domestic production. With the 
udJitional revenue expected from these measures, which became effective on October]. 
1991, the overall ddicit was further revised downward to a projected 7.1 percent of GOP 
in FY91/n. As at the end of 1991, the budget deficit (excluding grants) was anticipated 
to fall to no more than 6 percent of GDP by 1992/93. Four expenditure categories -- civil 
service wages, other goods and services, public enterprise subsidie~ and capital expenses
- were each budgeted to fall relative to GDP. 

a. Public Enterprise (PE) reform 

Government has begun a far reaching program of Public Enterprise reform to virtually 
eliminate the burden of PEs on public finances by FY94/95. Direct subs...~ies and transfers 
will be reduced from Z$ 640 million in FY 90/91 to about ZS 40 million by FYY4/95. The 
GOZ started clearing the backlog of unfunded r.ubsidies in FY90/91 and this was 
completed in the FY91/92 budget for all losses (Yo1th the exception of the Zimbabwe Iron 
and Steel Co.) up to June 30, 1991. Ceiling targets for PE losses have been set for the 
period up to 1994. 
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Following the launching of a reform program for the National Railways of Zimbabwe 
(NRZ), which has already achieved significant results, measures to strength~n the 
fim',lcial performance of other public enterprises were intensified the second half of 1991. 
These focused on reductions in losses throughirnproved operating efficiency and cost 
based pricing ar.d the elimination of subsidy arrears. A range of pricing procedures were 
liberalized and rationalization measures were introduced by some Pes. 

Specifically, Air Zimbabwe was granted autonomy in the setting of international fares 
and approved procedures were simplified for the determination of domestic air fares. The 
Cotton Marketing Board (CMB) was permitted to negotiate producer prices directly with 
farmers. Prices were increased for electricity (38 percent), wheat (14 percent), milk (23 
percent), 3nd domestic air travel (20 percent). The Zimbabwe Iron and Steel Corporation 
(ZISCO) adopted import parity pricing for its output and raised its output price by 40-90 
percent. Other rationalization measures taken included the closing of depots by the Grain 
Marketing Board and the Dairy Marketing Board and retrenchments in the case of the 
latter. 

To improve monitoring, loss targets were set by the Central Government for the 
individual PEs, and each enterprise was required to submit action plans to meet these 
financial targets to the Ministry of Finance by April 1992. Most of the projected reduction 
in the budget deficit wiU come from decreases in subsidies to parastatals and a reduction 
in the civil service wage bill. The actual losses of parastatals are projected to fall from Z$ 
634 million in 1990/91 to Z$ 370 million in 1991/92. Some 5 000 civil service posts are to 
be abolished before end-June 1992. 

Several reforms were introduced during 1991 in the area of agricultural marketing, 
including the creation of independent Boards of Directors in the agricultural marketing 
hoards and the abolition of maize movement restrictions he tween natural regions IV and 
V and between contiguous and non-contiguous communal areas. Government has stated 
that it will, by June 1992, begin implementing further reforms including (a) the separation 
of (he commercial and social roles of the Grain Marketing Board (b) the elimination of 
pan territorial and pan seasonal agricultural commodity pricing and (c) the remm'al of 
maize Hnd other crop marketing restrictions. 

To contain PE losses at the targeted levels the GOZ is committed (in addition to the 
measures outlined above) to take to following measures during 1992. The GMB's sellir.g 

,price for maize and wheat y,;11 be increased to ensure achievement of the financial targd 
and a system for more frequent price reviews will be establi~hed. Retail priCl.'S for maize 
\\;11 be raised correspondingly. For beef, the Cold Storage Commission will increase 
producer prices to the export parity level. For raw cotton, producer prices will also be set 
at the export parity level and access to the Export Retention Scheme will be extended to 
cotton growers. The Zimbabwe Iron and Steel Co will retrench almost 1000 workers and 
output prices will be raised further (with semi-annual revisions thereafter) te achieve 
export parity levels at the prevailing exchange rate. Air Zimbabwe will launch a 
comprehensive restructuring program and has already in 1992 raised domestic and 
international farcs to reflect recent increases in costs. The Posts and Telecommunications 
Commission and the Zimbabwe Electricity Supply Authority \"fill be permitted to pass on 
cost increases in agreed cost categories to consumers without applying to the Government 
for specific approvals. Prices for petroleum will be adjusted periodically and procurement 
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procedures streamlined to limit the losses of the National Oil Company of Zimbabwe to 
the targeted level of Z$ 10 million in FY91/92. 

Other sector wide actions ",ill be taken to improve the economic performance of 
pa.rastatals. The legal framework within which parastatals operate, will be overhauled to 
ensure that boards of directors are given sufficient autonomy and responsibility to operate 
within their mandates. The respective roles of ministries, boards of directors and 
management will be clearly defined. Parastatal boards will be given more autonomy in the 
hiring and firing of labor, in setting pay scales and in procurement policy. All indirect 
subsidies, such as through customs duty exemption or access to borrowing at subsidized 
interest rates will be phased out by the end of 1993. 

b. Civil Service Reform 

Total central government expenditure is projected under the ERP to decline from 48 
percent of GDP in FY90/91 to 44 percent in FY91/92, with approximately two thirds of 
this reduction to come from a cut in current spending. This objective is to be achieved 
by limiting general wage increases to about 10 percent and by the deletion of some 5000 
authorized civil service positions by June 1992. A retention allowance equivalent to 0.5 
percent of GDP (provided for in the FY91/92 budget) will be used to introduce 
differentiated pay raises hased on merit to retain and attract engineering, managerial and 
other well-qualified staff. New measures will include better access to training programs 
and improvements of grading and promotion processes to facilitate quicker access to 
higher salaries and payment of retention allowances. 

A Task Force, chaired hy the Vice President, has been examining options for 
implementing the planned reduction in ci\il service employment. The Task Force has 
identific!d areas of overstaffing and duplication among government ministries as well as 
areas where civil se[\;ce structures can be rationalized. Re\iews of the first batch of (at 
It~lst sLx) ministries have been completed and this work will be continued in preparation 
for further civil service retrenchment beyond FY91192 in accordance with the ERP 
targets. It is anticipated that a sizeable proportion of the planned reduction in the civil 
se[\'icc could result from natuntl attrition. 

c. Puhlic Sector Investment Program (PSIP) 

In accordance \\;th the structural adjustment program, the PSIP gives top prioriTy to 
infrastructure needed to support private investment and the associated increase in 
production and exports. Of the total capital budget for FY91/92, almost 70 percent 
constitutes infrastructure in agriculture, energy and water, transport and communications 
and the housing and construction sector. Expenditure in these areas is primarily directed 
at the building of dams; the strengthening of the National Railways of Zimbabwe; the 
construction of roads and bridges; the digitalization program of the Posts and 
Telecommunications Corpofiltion and the first phase of the Urban II housing program. 

The PSIP for the period up to FY94/95 is integrated into the Second Five-Year 
National Development Plan, which has now been finalized. It is planned that Government 
will focus on development of infrastructure to support private investment and will avoid I, 
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direct investments in the productive sector. It is also anticipated that peace in the region 
should result in reductions in defense related infrastructural spending. The total PSIP is 
therefore targeted to decline as a proportion of GDp, from almost 10 percent in FY91192 
to about 7 percent in FY95/96. About 40 percent of the cumulative PSIP for the plan 
period is expected to be in the energy and water and transport and communications 
sectors, whilst 22 percent is planned to be for agricultural infrastructure, and 10 percent 
for construction and housing. 

The PSIP for FY91/92 was discussed and agreed with the World Bank and the African 
Development Bank and the program for FY92/93 will also involve consultations with 
these institutions. The GOZ has agreed that while the ERP is being implemented, it will 
consult with both of these institutions on the PSIP on an annual basis or as and when 
such consultations are sought by either institution. The Government currently has a 
system that assesses projects by employing standardized calculations of their rates of 
return. 

2. Monetary policy 

In the past, interest rates have not been used actively as an instrument of monetary 
policy. While interest rates policies in principle take into account money market trends 
and developments in the real economy and in prices, rates have until recently been 
unchanged in nominal terms for prolonged periods. The Reserve Bank lending/rediscount 
rate remained static at 9 percent from mid-1981 through November 1990 when it was 
raised to 10.25 percent. As a result, changes in interest rates have reflected fluctuations 
in inflation and real interest rates have generally been negative. A more active interest 
rate policy is a key component of the economic reform program currently being 
implemented. 

A stated Objective of monetary policy has been to contain inflation by keeping broad 
money groy.1h below that of nominal GDP. During the 1980's, broad money groy,1h was 
on aver2ge in line with the increase in nominal GOP growth. However, since the second 
h<Jlf of 1989, domestic credit expnnsion picked up substantially. Initi<Jlly, this was fuelled 
by strong increases in credit to the private sector associated with the higher import and 
investment demand arising out of the beginnings of the trade liberalization process and 
the ERP in general. 

Undl!r the ERP, a distinction has been made between 'the ultimate, intermediate and 
operational targets of monetary policy. Ultimate targets include high growth rates, low 
inflation rates and a viable ex1emal balance. Intermediate targets are variables whkh have 
a stable relationship to ultimate targets, including real interest rates and real exchange 
rates. Operational targets are variables that have a stable relationship to intermediate 
targets and can be controlled directly by the monetary authorities. These include market 
liquidity and short term interest rates. ' 

a. Reserve Bank of Zimhabwe operations 

In February 1991, the RBZ responded to the rapid expansion in domestic credit 
referred to above by tightening monetary policy thraugh: (i) an increase in the rediscount 
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rate from to.25 percent per annum to 13 percent; (ii) an increase in the Base Lending 
Rate (BLR) from 12 percent to 15 percent (the BLR plus a cap of 2 percentage points 
set the upper limit on bank lending rates for productive pur;-oses) and (iii) an increase 
in the reserve requirc:ment for banks to 10 percent of all deposit liabilities. 

These measures left the RBZ discount rate substantially lower than bank lending rates, 
and as a result the discounting .of private paper (mainly pre-shipment bills isC)ued by 
tobacco exporters) by the RBZ continued to rise substantially through mid-1991. 
Moreover, the RBZ's holding of government stock and treasury bills increased markedly 
as these government papers were not taken up by private investors at an interest rate 
acceptable to the monetary authorities. Thus, net domestic assets of the RBZ expanded 
by 120 percent and domestic credit expansion of the banking system increased by 36 
percent in the twelve months to end-September 1991. Despite a sharp fall in net foreign 
assets emanating from the rapid growth in imports due to the expansion of the OGIL, the 
broad money supply (M2) grew by 40 percent in the twelve months to end-September 
1991 (see graph 5 appendix IV). 

\Vith inflation accelerating and the balance of payments deteriorating, the RBZ took 
further monetary policy action in early September 1991. [A detailed description of 
monetary policy changes since September 5, 1991 is provided in appendix II.] In an effort 
limit the growth of credit, the RBZ raised the Base Lending Rate from 15 to 17.25 
percent and also raised controlled interest rates across the board. Deposit and lending 
rates were raised by an average of 15 percent. The Reserve Bank announced that future 
issues of government stock would be by tender, leading to more market detennined 
interest rates. 

At the same time, the RBZ increased the rediscount rate from 13 to 15.75 percent and 
announced that it would adopt a less accommodating rediscount policy. The rediscount 
window for government stock at the RBZ was closed completely and the rediscounting 
arrangements for private paper were redesigned to tighten access. A three-tier 
classification of bankers acceptances rediscountable 'With the Reserve Bank came into 
operation on September 6, 1991. Class "A" bills were defined as acceptances bearing a 
CD 1 number and drawn from financing exports. So as not to discourage exports, these 
bills would be eligible for re-discount with the Bank at the finest rate. Class "B" bills were 
defined as bankers' acceptances drawn to finance either exports or imports but without 
n CD] number and having less than 30 days to maturity. Class "C" bills were defined as 
bills drawn for the same purpose as Class "B" hills but having more than 30 days to 
maturity. Class "C" bills would have a higher re-discount rate. 

In mid-November, the statutory reserve requirement for banks was again raised, from 
10 percent to 12.5 percent of liabilities to the public. Government stock of nearly Z$ 500 
million were sold (primarily to the non-bank public) during November-December 1991 
at an interest rate of 24-25 percent through open market sales and auctions. On 
December 20, 1991, the rediscount rate for the finest paper was raised further to 20 
percent. 

As a result of these measures, monetary conditions tightened sharply from 19te 
September and short term interest rates became positive in real terms. By late December 
1991, bank lending rates had increased to 25.7 percent on a weighted average basis. 
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Compared 'with an inflation rate of 23.5 percent for 199], this Idt interest rates as a 
whole substantially positive on an ex-post basis. Graph 6 appendix IV shows the rates on 
90 day certificates of deposits against the rate of inflation for the past three years. 

In late December, the Reserve Bank once again effectively closed its money market 
accommodation window in an effort to slow money supply growth and satisfy the 
performance criteria for RBZ accommodation levels and domestic credit expansion 
agreed with the IME Once again', 90 day NCD rates climbed to above 35 percent in an 
unprecedentedly tight market. As shown by graph 3 of appendix IV, wide variations have 
been experienced in short term interest rates since September 1991. This has essentially 
been dlle to the frequent and counteractive changes in the accommodation policy of the 
RBZ as it has attempted to come to grips the operational targets agreed with the IMP 
and at the same time fund the market shortage. 

Following a limited reopening of the discount window in January 1992, 90 day NCD 
rates stabilized at around 30 percent, but the pattern which emerged since the end of 
September 1991 was repeated in early March when the rates climbed to around 45 
percent as the RBZ once again closed its rediscount window. On March 17 the RBZ 
reversed its policy yet again by lowering the statutory reserve ratio from ]2.5 percent of 
liabilities to the public to 6.25 percent. The move injected some Z$ 340 million of high 
powered money into the banldng system and short term rates fell immediately to around 
30 percent. 

b. Money suppk 

As outlined above, monetary policy has been tightened considerably following the start 
of discussions for an IMF supported ESAF program. After registering growth of 40 
percent during the twelve months to end-September 1991, the gro\\1h in the broad money 
supply (M2) slowed rapidly through the end of 1991 -- to around 26 percent on an annual 
hasis. M2 gro\\1h fell further, to 21 percent on a twelve month basis in January 1992. 
Essentially, this was achieved through the use of increased reserve requirements and a 
tightening of the Reserve Bank's discount operations. Under the new IMF supported 
program, broad money growth is targeted to rise by no more than 20.5 percent in the 
twelve months to end-December 1992 (graph 5 appendix IV). Consistent with this rate 
of monetary growth, private sector credit is programmed to increase by about 16 percent 
in 1992. 

c. Interest rate controls 

During the first year of the ERP, progress towards the complete elimination of 
administered interest rates has been much more rapid than was expected. The 
Framework for Economic Refonn, published in February 1991, stated that the base 
',ending rate would be abolished by the end of 1993. In fact, both the administered base 
lending rate and the "cap" on lending to the productive sectors (also scheduled under the 
FER to be abolished by the end of 1993) have already been abolished \\~th effect from 
December 20, 1991. 

Interest rate floors remain on savings and demand deposits and for consumption and 
personal lending~ but the floors are well below the rates currently being, applied. 
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(Monetary banks are currently offering 35 pt:rcent on call accounts in rt:sponse the severe 
shortage of liquidity that has arisen as a result of restrictive RBZ operations.) A ceiling 
remains on deposit rates for non-resident controlled account holders. There is no 
intervention in fixed deposit rates. 

Initial steps toward strengthening prudential supervision will be taken during 1992, 
including the adoption of a revised Banking Companies Act providing the legal basis for 
on-site inspection, expanded coverage of RBZ supervision -- widened to include building 
societies and finance companies :.. and the introduction of capital adequacy ratios, 

3. ~ernal Sector 

The GOZ has been unequivocally commended by the IMF for the policy measures 
which were introduced during 1991 to strengthen the eX1ernal position. These included 
the short term offshore commercial loans raised to finance to expansion of the 0011., the 
maintenance of export competitiveness via exchange ratt: depreciation and greater 
domestic demand restraint. 

a. Ex.::hange Rate 

DU;'ing the two years to mid-I991, the Zimbabwe dollar had been depreciating at an 
annual average rate of 16 percent in trade weighted terms. Based on the Framework for 
Economic Reform's original assumptions, it was thought that continued downward 
manag!:.'ment at roughly the same rate would be sufficient to support the program's 
objectives and continue the resource shift in favour of the export sectors. However, 
following the very much greater than expected increase in imports (due to the expansion 
of the OGIL), the authorities staged a sharp step depreciation of about 38 percent in the 
third quarter of 1991. The move was designed (a) tighten demand management; (b) 
protect against any reversal of progress already made in trade liberalization and (c) open 
the door for negotiations with the L\1F for a long term facility. 

Subsequently there has been little movement in the nominal exchange rate (see graph 
2 appendi.x IV), with the authorities indicating that they intend to maintain the exchange 
rate relatively stable in nominal terms, while safeguarding external competitivcness in real 
terms by maintaining tight fiscal and monetary policies. The Reserve Bank's commitment 
to exchange rate stability through 1992 was confirmed in the third week of January when -
- for the first time -- the local currency was managed upwards in order to counkract 
some slippage which had taken place due to movements in the major currencies to which 
the Zimbabwe dollar is linked. 

It should be pointed out that the maintenance of a stable exchange rate in nominal 
terms implies in increase in the exchange rate in real terms as long as Zimbabwe's 
inflation rate remains higher than that of its main trading partners. An increase in Real 
Effective Exchange Rate (REER) in turn implies some erosion of the advance made in 
this area during 1991. However, the IMF/lBRD is satisfied with the fact that Zimbabwe 
implemented an upfront adjustment of the exchange rate and achieved a depreciation of 
more than 30 percent in the REER during 1991. Subsequently it has been agreed that a 
stable nominal exchange rate should be maintained to restore confidt:nce and provide an 
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foreign exchange to that available through the OGIL system, thereby contributing 
significantly to the import liberalization program. 

The greater reliance on the ERS for liberalizing imports has the advantages -- when 
compared with the strategy relying only on OGIL expansion -- of minimizing the potential 
for aggravating the balance of payments position (as the ERS imports depend on actual 
exports), and of scaling back government decisions regarding what goods should be 
imported, thus limiting the potential for bottlenecks. 

The revised strategy for import liberalization was publicly announced by the authorities 
on December 20, 1991. This strategy involves· further increases in the ERS ratio to 25 
percent for exports in January-June 1992; 30 percent in July 1992 - June 1993; and 35 
percent in July - December 1993. The unrestricted OGIL list will be expanded to 20 
percent of imports (based on import values of the preceding year) by December 1992 and 
further to 35 percent by June 1993. The private sector now has access to imports without 
licensing restrictions under the OGIL and ERS. As a result of the expansion of the OGIL 
and the modification of the ERS, it is estimated that 50 percent of total imports 
(excluding petroleum and aid-executed imports, which together correspond to about 20 
percent of total imports) are freely importable in January-June 1992. 

The key Objectives of Zimbabwe's ex1ernal trade reforms are (i) to simplify the system 
and make it more transparent and predictable; (ii) to ease the access to imports; (iii) to 
reduce direct government involvement in import decisions and (iv) to reduce the level and 
dispersion of effective protection provided to different sectors and products .. 

4. Domestic Deregulation 

In addition, a number of products have been moved from the category of strict control 
while price controls have been removed altogether for a substantial number of other 
products. 

Prices of goods accounting for 16 percent of domestic production (as measured by the 
weights in the Producer Price Index) were decontrolled during ] 99]! mainly by the 
removal of maximum mark-up controls concurrent with the placement of goods on the 
unrt!stricted OG IL list. As a result, retail prices subject to direct or mark-up controls have 

. been reduced to about 40 percent of domestic production, from 60 percent at the end of 
1990. This means that about 60 percent of domestic production is now free of any price 
control. The remaining price controls are managed flexibly for a large number of goods. 
Of the eight goods remaining subject to strict or direct price controls, the price of bread 
was raised by 47 percent in October 1991, and milk by 23 percent in two stages. The price 
of maize meal was raised by 20 percent in April 1991. Prices for petroleum products have 
been reviewed regularly to ensure a timely pass-through of changes in world market 
prices, with the frequency of the reviews increasing since 1991. According to the IMF, 
there are no subsidies in the aggregate, to petroleum products. 

New legislation was passed in December 1990 which permitted employers to retrench 
workers for financial or economic, as well as disciplinary reasons. The basic thrust of 
Government policy in this area has been to move away from direct intervention towards 
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collective bargaining and to establish time-bound procedures for settlement of matters 
pertaining to job security and retrenchment. Employment councils are progressively being 
established for all industries and activities, and they y,ill be responsible for resolving all 
disputes regarding labor issues. The requirement that approval for retrenchment be 
sought from the Minister of Labor has been discontinued. Direct Government 
intervention in wage setting has been virtually eliminated. Wage agreements are now 
reached in employment councils. and boards without any parameters being set by the 
Government, other than statutory minimum wages which are weU below prevailing 
averages. 

Recent policy steps to encourage investment have included the establishment of the 
Zimbabwe Investment Centre (ZIC); the adoption of a new investment code; increased 
flexibility in external remittc.nce of dividends and profits for eXll0rt oriented projects; the 
signing of international investment protocols and the liberalization of the sale to foreign 
and domestic investors of blocked funds at a freely detennined discount for domestic 
investment projects (these are funds arising from limitations on external remittability for 
pre-independence investments). 

5. Social Dimensions of Adjustment (SDA) 

The GDZ attaches considerable importance to the SDA program which aims at 
safeguarding the economic well being of the poorer segments of the population and 
lessening the hardship and friction associated with unemployment that may emerge in the 
short run. A white paper outlining plans to shield poor and vulnerable groups has been 
released. 

In addition, a Social Development Fund (SDF) has been establishec to support social 
welfare measures and employment promotion. This is to be financed from a variety of 
sources, with the Government making an initial contribution of Z$ 20 million. The GDZ 
anticipates that this will attract additional resources from domestic and external sources. 
A detailed system for the operation of the SDF is being developed. 

The central part of the GOZ's strategy to address the social dimensions of adjustment 
process will be to facilitate the creation of more employment opportunities through the 
use of the SDF. Support y,ill be provided to labor intensive public works! the non-formal 
and small scale enterprise sectors. The fund will provide training grants for outplacement, 
inplant exposure and self employment preparation in both the non-formal and formal 
sectors. It will also provide grants for the support of guidance, counselling and related 
research and infonnation activities. 

The GDZ has stated that the price of maize will have to be increased to reduce the 
losses of the Grain Marketing Board. In an attempt to address the effect that this \1.1.11 
have on food deficit households, Z$ 30 million has been set aside through the SDA for 
a food grain subsidy aimed at maintaining nutritional standards for the poor. A review of 
the level and form of this subsidy is to be carried out by July 1992. 

Communal areas have been exempted from primary school fees, which have been 
introduced from the beginning of 1992 as part of efforts to increase cost recovery. The J<,lX. \ 
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threshold below which medical care will be provided free has been raised from Z$ 150 
per month the Z$ 400 per month, to correspond with the threshold for liability to pay 
income tax. Retrenched civil selVants will be paid compensation and provided with 
training and related assistance to help them find employment. 

6. External Financina 

The successful implementation of the economic refonn program will require a greater 
inflow of external resources to the economy during 1992-94 tl,an was originally envisaged. 

At the end of 1991 it was estimated that the total fmancing needs for the period 1992-
94 were US$ 2.64 billion (about US$ 500 miUion more than was indicated at the 1991 CG 
meeting in Paris). This increase reflects the larger than expected widening in the current 
account deficit to nearly 12 percent of GOp, and the lower than expected inflow of donor 
financing in 1991. Of the total requirement of US$ 2.64 billion for 1992-94, about US$ 
1.6 bi11ion would be required to service debt. 

About US$ 685 million of the total amount required for 1992-94 was accounted for by 
disbursements out of existing loan and credit commitments as at the end of 1991. This left 
US$ 1.9 billion for 1992-94 to be met out of new loan and credit commitments. In its 
documentation supporting Zimbabwe's request for this funding at the 1992 Paris CG 
meeting, the World Bank stressed that a substantial share of the finance would need to 
be in the form of grants and long-term loans to avoid excessive debt service payments. 

The GOZ successfully raised just under US$ 1 billion at the 1992 Consultative Group 
meeting in Paris for the period 1992/93. Of this amount, funds of US$ 370 million had 
already been committed by the end of 1991. In addition, quick disbursing loans from the 
World Bank and the IMF contributed over US$ 300 million to the total requirement and 
these were further complemented by the African Development Bank loan of some US$ 
170 million. 

7. Appraisal 

The Framework for Economic Reform (FER) document which was presented to the 
donors in March 1991 represented an economic adjustment and stabilization program 
which was to be implemented over a period of five years. The faster than expected 
growth in imports and the resulting sharp step depreciation of the exchange rate, 
however, led to an acceleration of the overall ERP timetable. In effect Zimbabwe, during 
the course of 1991, jumped from a slow track adjustment path to a fast track one. 
Negotiations for a three year Extended Fund Facility (EFF) -- to be converted to an 
Enhanced Structural Adjustment Facility (ESAF) -- have been completed with the IMF. 
This development signals the speeding up of the adjustment program -- a factor 
confirmed by the new trade liberalization schedule, where the key long range benchmarks 
all point to the completion of the trade liberalization process by 1994/95 (ie three years 
from 1991/92). 
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The Government borrowed short-term from commercial sources to avoid any 
slowdown in 1991, while awaiting the disbursement of longer term concessional donor 
financing. After it became e\;dent early in 1991 that there would be a substantial time lag 
before disbursement of pledges, the GOZ successfully raised nearly US$ 400 million in 
short term credits from overseas commercial banks. The financing was used to expand the 
OGIL system in March and July 1991 and the GOZ thus demonstrated its commitment 
to the trade liberalization process. After drawing on its existing overdraft lines with 
commercial banks, the GOZ also'secured a bridging loan worth US$ 155 million together 
with three other new short term trade facilities. The non-availability of donor credits 
would otherwise have translated into a critical loss of momentum in the trade 
liberalization process and therefore, in the ERP generally. 

Zimbabwe has received the strong endorsement of the donor community for its 
strategy to liberalize trade and the external payments system through the expansion of the 
OGIL system; the strengthening of the Export Retention Scheme (ERS); and the 
restructuring of import duties so as to restrict protection for domestic producers to a low 
and uniform tariff structure. This approach is designed to improve economic efficiency 
by al10wing substantial freedom in the import regime, while providing appropriate 
encouragement for the export performance needed to strengthen the external position. 
The success of the ERP depends ultimately, on the response of the export sector. This 
fact is well understood and indeed, the original ERP design s'~ategy was built on this 
assumption. 

Finally, in the interests of a sustained decline in the external debt service ratio and the 
maintenance of e>.1ernal balance; it is important th.lt Zimbabwe relies predominantly on 
grants and on long term concessional borrowing over the next several years. Zimbabwe 
has always met its ex1ernal debt service obligations in a timely manner and it is desirable 
that this record be preserved in this way. 

Iv. Recent Macroeconomic Performance and Prospects 

In general, the economy responded positively to the first year of the ERP. Despite 
difficulties which emerged with demand management and the balance of payments, reaJ 
GDP growth in 1991 turned out at 3.6 percent. Output in manufacturing benefitted in 
the second half of ~he year from an increase in imported inputs. Mining output also 
increased significantly as a result of the greater availability of foreign exchange. The value 
of marketed agricultural output (excluding horticulture) increased by 76 percent in local 
currency terms, or by 25 percent in US$ terms in 1991, with the tobacco marketing season 
exceeding all expectations. The value of tobacco sales rose by 50 percent in US$ terms 
,to US$ 573 million and by 126 percent in Zimbabwe dollar terms to Z$ 2 billion. Tobacco 
accounted for 53 percent of marketed agricultural output in 1991 -- up from 27 percent 
in 1988. 
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The recovery of economic activity, however, was also accompanied by the emergence 
of large macroeconomic imbalances in 1991. There has been a significant y,idening of the 
current account deficit on the balance of payments, from 4.7 percent of GDP to a 
preliminarily estimated 12 percent. This was mainly due to the larger than expected 
growth in imports (75 percent in Zimbabwe dollar terms) in 1991, associated with the 
expansion of OGIL. The surge in imports was intensified by the fact that access to 
imports was liberalized at time w.hen large amounts of liquidity were being injected into 
the system and interest rates were negative in real terms. Furthermore, accelerating 
inflation combined with the depreciation of the Zimbabwe dollar led to speculative 
imports. In response to this, the GOZ began taking a number of corrective measures, 
including a sharp depreciation of the currency and a tightening of monetary policy. 

1. Domestic Economy 

As a rule of thumb, gross investment amounting to about 25 percent of GDP is 
required if the economy is to acrueve its potential output growth rate of 5-6 percent 
annually. The ERP is aimed at addressing the low levels of investment in the productive 
sectors and the Framework for Economic Reform (FER) document which originally 
defined the program, projected that gross domestic investment would reach 25 percent 
of GDP by 1993. Recently released data, however, indicates that a substantial increase 
in domestic investmr nt was in fact achieved in the first year of the program. Gross 
investment as a share of GDP is estimated at 22 percent in 1991, up from 17 percent in 
1988. Some of this increase is probably accounted for by stockbuilding associated with the 
trade liberalization process; but nonetheless there was a sharp increase in private sector 
investment (of nearly 4 percentage points of GDP) in 1991, to an estimated 14.5 percent 
of GDP. 

The \\fidening of the ex1ernal current account deficit reflected both an increase in gross 
investment associated \lrith the trade liberalization process and a decline in the national 
savings rate -- from 19 percent of GDP in recent years to an estimated 12.5 percent of 
GDP in 1991. The decline in national savings was more than accounted for by a fall in 
private sector savings which were drawn down to finance the growth in imports. 

Zimbabwe's well publicized unemployment problem has provided the rationale for the 
redirection of the economy. There are about 200 000 school leavers entering the labour 
market each year, but only about 80 000 formal sector job openings -- 40 000 from new 
jobs being created and about 40 000 from existing employees leaving formal sector 
employment. The excess is accounted for by the urban infonnal sector, the peasant 
farming sector and open unemployment. Encouraging growth has, however, been 
recorded in formal sector employment during the past four years, with total employment 
growing from 1.1 miJlion in 1987 to an estimated 1.3 million in 1991. This translates into 
average annual growth of 3.6 percent, with the most rapid growth coming in 1991 (4.8%) 
when an estimated 60000 new formal sector jobs were created. Notably, almost aJl of the 
new employment generated by the economy since 1987 has been in the private sector. 

Inflation accelerated from 17.7 percent at the end of 1990 to 28.2 percent at the end 
of 1991. This mainly reflected increased domestic demand; higher energy prices; the 
further liberalization of domestic price and wage controls; the expansionary monetary 
policy up until September 1991 and the sharp step depreciation of the exchange rate 
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which raised import costs. In January 1992, the latest month for which figures are 
available, the consumer price index for higher and lower income urban families stood at 
30.0 percent on a twelve month basis. For 1991 as a whole, average consumer price 
inflation turned out ilt 23.5 percent· up from 15.7 percent in 1990. 

The aggressive downward management of the e~change rate during 1991 translated 
into a fall in Zimbabwe's per capita income, from USS 650 in 1989 to USS 560 in 1991. 1 

The latter figure is based on the average exchange rate for 1991. However, if the current 
exchange rate is employed the per capita income level turns out at closer to USS 400 per 
annum. 

2. External Economy 

Zimbabwe's external competitiveness has improved in recent years as the currency has 
been managed downwards aggressively enough to achieve a substantial fa)) in the 
exchange rate in real terms. Important advances have been made in the area of 
international trade since 1987. Imports have risen by 76% in US$ terms to US$ 2.5 
billion, while exports have more than kept up w;th the depreciation of the exchange rate 
to grow by 26 percent in US$ terms to US$ 2.1 billion. During the same period, 
Zimbabwe has become a very much more open economy, \\ith the share of imports in 
GDP rising from 25 percent to 42 percent, while the share of exports has risen from 28 
percent to 35 percent of GDP. 

Preliminary estimates indicate that the growth in exports was only 4 percent in US$ 
terms or 2 percent in volume terms during 1991, as the favourable impact of further 
increases in tobacco exports was partly offset by a decline in sugar, maize and cotton lint 
exports. Non-petroleum imports are estimated to have grown by 31 percent in USS terms 
or by 27 percent in volume terms during 1991. As a result, the current account deficit is 
estimated to have widened from US$ 300 million in 1990 (4.7% of GDP) to US$ 690 
million (]2% of GDP) in 1991. Considerable uncertainty remains about trade 
performance in the last part of 1991 and in early 1992. 

Reflecting a technical correction associated with the exchange rate movement during 
1991 and the weakening external position; outstanding external medium and long-term 
debt rose from US$ 2.6 billion (or 42% of GDP) in 1990 to US$ 2.9 billion (or 50% of 
GDP) in 1991. With the GOZ undertaking substantial short-term non-concessional 
e>.1ernal borrowing, gross international reserves are estimated to have increased to US$ 
319 million (or two months of imports) by end-1991. 

3. The drought 

Effectively, the current drought is the worst this century. Not only is the 1991/92 
drought on its own as severe as any this century, but it also follows two con"ecutive years 
of well below average rainfall (which means that water stocks were already seriously 
depleted before the season began). Moreover, this drought is unique in terms of its 

1 From the World Bank Development Report (199]). The World Bank employs a 
three year moving average for the purposes of calculating per capita income. 
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regional dimension. The total estimated costs of the drought in terms of imports (mainly 
food) and lost exports are US$ 650 million. 

Appendix III provides a detailed account of the direct and spread effects of the 
drought across various sectors of the economy. The table below summarizes the estimated 
direct costs of the drought in terms of import costs and lost exports resulting from the 
drought. The figures include indirect spread effects of the drought such as the effect on 
manufacturing of reduced agriqJitural supplies and the effect on mining exports of 
reduced water availability. 

Table 1. Summa~ of estimated cost of the drought. 
(US$ Millions) 

1992 1993 

Import Lost Imp:rt 
Costs Exports Total Costs 

Maize 250 30 280 

Sugar 100 20 100 

Petrol 10 10 

Wheat 90 

Tobacco 80 50 

Oilseeds 10 10 

Cuffee 20 20 

Mining 50 50 

Manufacturing 30 30 

Water resources 50 50 

Total: 

4. Medium term projections 

Following four years of sustained economic growth (averaging nearly 4.5 percent 
during 1988-91) and despite the tobacco boom and the increase in employment and 
investment during 1991; the first signs of an economic downturn became evident during 
the second half of 1991, when investor confidence was damaged by the sharp step 
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the OGIL, which is expected to increase revenues by several hundred million Zimbabwe 
dollars, these projections were reworked. The target for budget deficit rl!duction for the 
1991/92 fiscal year was revised to 3.6 percentage points of GDP (ie. from 10.7% to 7.1 %). 
However, following the drought and the additional expenditure demands in terms of food 
imports, supplementary feeding programs and food for work programs, it is now clear that 
this latter target is no longer achievable. At best, the 1991/92 central government budget 
deficit (excluding grants) can now be expected to turn out at 9.1 percent of GDP. This 
is one percentage point short of the original target and two percentage points short of the 
revised target. 

The impact of the drought on the budget might in fact be felt more strongly in the 
1992/93 fiscal year, when at best it is likely that the deficit will be held constant at around 
9 percent of GDP. In 1992/93, the budget will likely come under further pressure on both 
the revenue side (where the lagged effect of negative growth will begin to be felt) and the 
expenditure side. The budget deficit to GDP ratio will also be adversely effected by the 
impact of negative GDP growth in 1992 (nominal GDP is the denominator in the ratio). 

c. Inflation 

Consumer price inflation averaged 23.5 percent in 1991 and stood at 30 percent in 
January 1992 -- the latest month for which figures are available. Under the IMF 
supported program for 1992, inflation was targeted to faU to 15 percent by year-end. This 
proje~tion was overly optimistic even at the time it was produced, despite the fact the 
overaU macroeconomic policy framework for 1992 was specifically designed to achieve this 
target. 

In the light of the drought -- which will restrain both aggregate demand and supply
- the current consensus is that consumer price inflation will average about 27 percent 
during 1992 and end the year at about 25 percent on a h'ielve month basis. This implies 
that inflation will continue to rise through the first quarter of the year before flattening 
out and then falling through the second half of 1992 when the lagged effect of the 
re~trictive demand policies begin to take hold. 

Effectively the drought means that inflation will be higher in 1992 than was originalJy 
anticipated and that the medium range inflation target of about 10 percent will be pushed 
back by about one year. The table below gives medium term inflation projections before 
and after the drought. These are consistent with the assumptions currently being adopted 
for other key macroeconorrUc indicators. They also assume that Zimbabwe does not 
abandon the IMF/IBRD supported ERP. 

Table 2. Projected Consumer Price Inflation, 1992-95. 
(Period Averages) 

Pre-drought estimate: 20.0 

Post-drought estimate: 27.0 

1993 

]5.0 

20.0 

10.0 

15.0 

1995 

9.0 

10.0 
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Before the drought, it was anticipated that the large external imbalance which had 
emerged during 1991 would be contained during 1992 by the combination of a buoyant 
export performance and adequately restrictive demand management in the face of the 
continued expansion of the OGIL and ERS. A current account deficit of US$ 590 million 
(or 11.8 percent of GOP) was originally projected. However, the balance of payments 
outlook has since worsened considerably. Negative GOP growth this year and a possible 
further depreciation of the exchange rate, mean that the larger projected current account 
deficit of about US$ 950 million will be measured against a smaller denominator (nominal 
GOP). This translates into a current account deficit of about 20 percent of GOP 
projected for 1992. 

In addition to the US$ 950 million in external financing which has already been 
secured 3 to support the ERP in 1992/93; an additional US$ 450 million is now required 
as a consequence of the drought. This is made up of the following estimated components: 

Table 3. Impact of the drought of the Balance of Payments 

Outflows 
Food imports 
Loss of exports 
Water related imports 
Agricultural inputs to manufacturing 
Petrol imports 

Inflows 
Reduced demand for imports 
Increased manufacturing exports 

Total impact on the balance of payments: 

US$ OoUars 
(Millions) 

360 
200 
50 
30 
10 

650 

160 
40 

200 

450 

3 Effectively this has been secured following the March 1992 Paris CG meeting and 
the successful conclusion of negotiations with the IMF, IBRO and ADB. 
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After falling from 32 percent in 1987 to 21 percent in 1991, the debt service ratio 
was expected (before the drought) to rise to 24.9 percent in 1992 before falling back to 
23.9 percent in 1993; 22.5 percent in 1994 and 21.5 percent in 1995. The increase in 1992 
was mainly due to the repayment of the short term commercial loans which were raised 
in 1991 and have been referred to above. In response to this, the IMF established strict 
ceilings (performance criteria) on new non-concessional borrowing. Only US$ 20 million 
in new short term non-concessionaJ loans were aUowed for in the 199~ performance 
criteria agreed between the GOZ and the IMF. It was therefore expected that the debt 
service ra,io would faU back fairly quickly toward the low twenties as the GDZ began to 
rely more on longer term concessional funding and on grants to finance the ERP. 

However, because the drought means that total exports will be significantly lower 
than anticipated when the pre-tirought projections were made, the debt service ratio in 
1992 is now estimated to be substantially higher -- about 28 percent -- in 1992. The table 
below gives medium term projections for the debt service ratio, both bdore and after 
having taken the effect of the drought into account: 

Table 4. Projected Debt Service Ratio, 1992-95. 
(period averages) 

Pre-drought projections: 

Post-drought projections: 

]992 

24.9 

28.0 

]993 

23.9 

27.0 

22.5 

25.9 

]995 

21.5 

24.7 

l\ 
1.1) 
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V. Impact on the Housing Program 

1. Demand and expenditure. 

A baseline scenario for domestic demand, expenditure and per capita income to 1995 
is given in the table below. The assumptions upon which this medium term scenario are 
based incorporate the impact of the drought and reflect the baseline assumptions already 
adopted for GUP growth, inflation and the balance of payments. 

Table 5. Desand and ex~enditure 
(percent c~~nge free previous year in real teras) 

1991 1992 1993 1994 1995 

Real GOP 3.6 -4.0 6.0 4.0 5.0 

Real GOP per capita 0.8 -6.8 3.2 1.2 2.3 

DOlllest Ic Delfoand 10.0 -1.0 5.5 3.0 ~.2 
Private Consumption 12.0 -4.0 9.5 4.5 6.0 
Public Consuaption 3.5 4.5 -2.5 -2.5 -2.5 
Gross fixed capital F~raati~ 14.5 -2.0 8.0 8.0 10.0 

Chenge in net foreign balance (X GOP) -1.0 -6.0 2.7 2.7 2.7 
Exports goods and services 4.0 -2.0 12.0 12.0 12.0 
JlIpOrts goods and services 26.0 16.0 5.0 5.0 5.0 

* These projections aight need to be odjusted once a full aacroecollOaic scenario has been coa·pleted by the 
GOl and the l"F/IBRO. 

The analysis suggests that as a result of the drought, it will take t"hree years for the 
estimated 6.8 percent fall in per capita incomes in 1991 to be recovered (ie. per capita 
income is estimated to grow by a cumulative 6.7 percent during 1993-95). This anaJysis 
broadly implies that future affordability constraints, as far as the purchase of housing is 
concerned, cannot be expected to be overcome by rising real per capita incomes -
particularly if 1992 is included as the base year. 

However, a component anaiysis of demand aild expenditure in GDp, as outlined in 
the table above indicates a substantially different scenario. Of particular interest is the 
private consumption component of GOP: After falling by 4 percent in 1992, private 
consumption is projected to rise in real terms by an annual average of 6.7 percent (or a 
cumulative 20 percent) over the three year period 1993.95. 

On a per-c:;apita basis, this translates into a fall in private consumption of 6.8 
percent in 1992, followed by an average annual increase of 3.9 percent (or a cumulative 
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11.7 percent) over the three year period 1993-95. For the fulJ four years (ie. including 
1992) private consumption is estimated to rise by an annual average of 4 percent, or by 
an annual average of 2.8 percent on a real per-capita basis. 

The Sigilificant difference between projected real per capita income (based on GDP) 
and real per capita consumption (based on private consumption -- a component of GDP); 
depends crucially on the projected fall in the share of government consumption in GDP 
as anticipated under the ERP. As reflected in the table above, it also depends on the 
projected performance of the other components of GDp, namely domestic investment and 
the external sector. The component analysis (including projections for gross fixed capital 
formation, exports and imports) is consistent with the baseline GDP growth assumptions 
made in the light of the drought and the overall ERP design. 

The analysis of the expenditure components of GDP suggests that the reduction in 
the share of government expenditure in GDP as anticipated under the ERP, should result 
in a substantia] growth in per-capita consumption during 1992-95. 

2. Emp]oyment and rea] wages. 

The Centra] Statistical Office (CSO) publishes data covering total employment and 
earnings in the formal sector of the economy. Combining this data with published inflation 
statistics and the newly completed national income accounts data for 1991, gives trends 
for nominal and reaJ wages and for changes in labor productivity. 

From graph 8 appe;ndix IV, it can be seen that non-farmprpductivity and rea] wages 
have been moving in opposite directions for the past ten years. During the past four years 
(when the economy averaged rea] growth of nearly 4.5 percent) rea] wages have fallen 
on average by 2.3 percent, while labor productivity has been rising by an annual average 
of 1.3 percent. This implies that there is scope for upward movement of real wages over 
the medium term -- a factor which would tend to improve the affordability of urban 
housing. 

In ] 991 real wages in the urban economy fell by 4.5 percent (tab]e 4 appendix I). 
An even steeper fall can be expected in ]992 as inflation remains high and the economy 
contracts. Thereafter, however, this trend is likely to be reversed as (i) a return to more 
normal rainfall patterns and an improvement in investor confidence kad to positive 
growth in per capita incomes; (ii) inflation subsides due to appropriate demand policies 
and (iii) organized labor becomes more successful 1ft negotiating pay increases via the 
recently introduced collective bargaining process. Projected changes in real wages through 
1995 are as follows: 

Tab]e 6. 199] ]992 1993 ]994 1995 

Rea] wages in the 
non-farm formal sector: -4.5 -7.5 3.5 5.0 6.5 

.. J, ~'\ 
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As f3r as employment creation is concerned, there is a reasonably well established 
relationship between real GOP growth and employment creation. An average of 41 600 
jobs have been created annually in the formal sector of the economy during the four year 
period 1988-91. Given that an average of 10 200 of these were accounted for by 
employment creation in agriculture, urban job creation amounted on average to 31 400 
on an annual basis (graph 7, appendix IV). 

Over the same four year period, GOP· growth averaged 4.5 percent, while 
employment growth in the non-farm formal sector averaged 3.6 percent. It can therefore 
be anticipated that each percentage point growth in real GOP over the medium term will 
translate into employment growth of 0.8 percent. [This ratio was also found to hold during 
the preceding five year period (1983-87) when GOP grew by an annual average of 1.5, 
while employment growth in the urban fonnal sector averaged 1.2 percent.] Ouring years 
when GDP growth is negative, the relationship is slightly different, with a one percentage 
point reduction in GDP producing a OJ percent reduction in employment. Based on these 
assumptions, the table below gives employment groMh for 1991 and projections through 
1995. 

Table 7. Employment creation in the non-farm formal sector 

1991 1992 1993 1994 1995 

Employment (% change): 4.5 -1.2 4.8 3.2 4.0 

Employment (thousands): 943.0 931.7 976.4 1007.6 1048.0 

Jobs created (thousands): 40.8 -] 1.3 44.7 31.2 40.4 

If civil service retrenchments (anticipated under the ERP to amount to 5 000 in 
1992) are taken into account, then upwards of 15 000 jobs could be lost altogether in 
1992. The table below gives estimated employment creation in the non-farm formal sector 
after adjustment for the total of 22 000 jobs expected to be cut from the civil service 
during 1992-95: 
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Tab]e 8. Emp]oyment creation in the non-farm forma] sector 
after adjustment for civi] service retrenchments. 

Employment (% change): .4.5 -1.7 4.0 2.5 

Employment (thousands): 943.0 926.7 964.2 988.1 

Jobs created (thousands): 40.8 -16.3 37.5 23.9 

An!!!!,,; th-B 
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3.7 

1024.6 

36.5 

This analysis is designed to project changes in the tot a] stock of forma] employment 
in urban areas and does not address the emp]oyment issue from the point of view of 
labor absorption. In other words, after taking natural attrition (retirements, deaths etc) 
into account, there would be roughly 40 000 additional job openings each year. 

3. Interest Rates 

Since monetary policy was tightened during the final quarter of 1991, lending 
interest rates have become positive in real terms. Both the base lending rate and the 
stipulated add-on maximum r!~ugins for lending to various sectors have been abolished 
two years earlier than was anticipated under the original Framework for Economic 
Reform published early in 1991. Interest rates except for a'limited number of categories 
are now determined by competitive and market related considerations. Since the 
beginning of March 1992, some monetary banks have been offering interest rates of 35 
pacent per annum on call deposits in an effort to attract resources. 

Interest rate controls stiJI remain for: (;) savings and demand deposits and for 
consumption related and personal lending, but these are floors which have not yet 
technicalJy been abolished and are currently well below prevailing rates and (ii) for 
building society deposit and mortgage rates. 

There was a rapid increase in private sector lending during 1991. Graph 4 of 
appendix IV shows that the growth in bank lending was considerably higher than the 
growth in bank deposits, while graph 5 shows that this was reflected in a rapid increase 
in net domestic assets -- the major component of broad money (M2) growth. Because 
lending has grown faster than deposits, bank lending ratios have risen dramaticalJy -- from 
55 percent of deposits to about 80 percent of deposits. With the restrictive monetary 
policy translating into very low growth in the banks' deposit base, there is little room left 
(if any) for further growth in bank lending. 

In the third week of March 1991, the money market shortage was estimated at ZS 
100 million. Finance companies had stopped lending completely, while merchant banks 
were only lending via short term money market instruments. Furthermore, against the 
background of a very tight liquidity situation, the commercial banks were anticipating a 
further increase in the demand for credit. The combined effect of (i) the drought (ie the 
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need to fund food and other imports); (ii) the depreciation of the local currency; (iii) 
historically high inventory levels and (iii) seasonal factors (including agricultural financing 
carry-overs and the opening of the 1992 tobacco auction sales on April 1) suggest that tbe 
demand for credit will remain high despite the· downturn in the economy. As a result, 
liquidity will remain tight and interest rates (ie. 90 day NCDs) are expected to remain 
high .- and positive - fluctuating around the 30 percent level at least until the middle of 
1992. 

Against this background and against the assumption that the GOZ will not, for 
political reasons, allow the Building Societies to charge market related mortgage rates 
(and therefore offer market related rates for deposits), it is almost certain that the 
Building Societies will continue to face difficulties in attracting adequate resources during 
a transitional period. Until inflation and therefore interest rates are successfully subdued, 
the building societies and the housing sector in general are likely to remain heavily 
dependant on a range of special instruments and other forms of monetary assistance. 

The measures taken recently by the GOZ, which are designed to secure an inflow 
of resources into the Building Societies have not yet made any significant impact. While 
this may in part be attributable to decision lags on the part of potential investors, it is 
possible -- given the overall lack of liquidity in the economy -- that these instruments will 
need to be strengthened to ensure the continued functioning of the Building Societies 
during the transitional period. 

The view that the current difficulties facing the building societies are essentially of 
a short-term nature is a consensus one. The IMF/IBRD supported ERP is specifically 
rlesigned to bring inflation down rapiJly via both structural adjustment and 
Illacroeconomic stabilization measures. The medium-term macro scenario already 
developed in sections IV and V of this report suggests that interest rates, while rc:maining 
positive, will faU together with inflation as the ERP is implemented. Table 2 above gives 
projections for consumer price inflation both before and after the effects of the drought 
are taken into account; while graph 6 of appendix IV provides actuals and projections 
(after having accounted for the drought) for inflation and interest rates on a continuous 
basis through 1995. It can be seen that short term interest rates are projected to fall 

. below 15 percent early in 1995; while inflation is projected to fall to an annualized 
average of 10 percent in 1995. 

There is ample precedent, in Sub-Saharan Africa 4 and elsewhere of inflation rates 
being rapidly subdued by IBRD/IMF supported structur~1 adjustment and stabilization 
programs. This is particularly true of IMF supported ESAF or EFF programs -- for which 
Zimbabwe has recently won board approval. Budget deficit reduction, supported by 
restrictive domestic credit policies are the critical success elements in domestic and 
external stabilization programs. Substantial progress in these two areas has been made 
in Zimbabwe during the past year and this has led to the strong endorsement of the ERP 
by the IBRD and IME 

4 In Malawi, the first country to embark on an IMF supported ESAF program, 
inflation was reduced from 32 percent in the first year of the program (1988), to 11.5 
percent in the third and final year (1990). 
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4. The debt service ratio. 

Table 9. External Debt and Debt Service. 1989-98 

1989 1990 1991 1992 1993 1994 1995 1998 
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---_.----------.- -------.----------------------
Esti.ates Project ions 

(In pillions of U.S. Ddllars) 

Debt outstanding 11 2297 2621 2921 3748 4227 4578 4710 4965 
Of which: HIG 15 35 

TOlal Debt Service 413 436 425 557 619 
Principal 256 253 218 302 323 
Interest 156 183 207 255 296 

Of IIhich: HIG 1 
Principal a 
Interest 1 

(Ratios in Percent) 

Debt outstanding ,I 37.1 42.3 SO.5 78.7 87.4 
Of which: HIG (0.3) (0.7) 

Total Debt Service }I 21.7 22.2 20.9 28.0 27.0 
Of lo'hich: HIG 0.04 

Sources: Reserve 6enk 01 Zimbabwe, l"F and Sta~rd Chortered estiaates. 

11 End period, .~iul and long tfrl debt disbursed and outsta~ing. 
~I As percent of GOP. 
JI As percent of exports 01 goods and nonfactor services. 

SO SO SO 

674 720 837 
339 365 448 
335 355 389 

3 4 4 
0 a 0 
3 4 4 

80.9 77.8 67.3 
(0.9) (0.8) (0.7) 

25.9 24.7 22.5 
0.11 0.13 O. i1 

The ahove table provides estimates and projections for external debt and debt 
service for the period to 1998, with the impact of the drought factored in. The 
calculations assume that half of the US$ 450 million of additional financing required for 
the drought will be provided for by grants and the other half by long tenn concessional 
financing with similar terms to that of the HIG loan. Based on these assumptions, it can 
be seen that the cost of the drought will be reflected in the debt service ratio through 
1998. This compares with pre-drought estimates (table 4 above) which projected that the 
debt service ratio would return to its 1990 level of about 22 percent by 1994. 

Before the drought, total external debt was projected to rise from 50 percent of 
GDP in 1991, to peak at 72 percent in 1993 before falling back to 60 percent by 1998. 
After factoring in the drought, however, total medium and long term debt outstanding is 

.projected to peak at a much higher level of 87 percent in 1993 and to fall back to 67 
percent of GDP by 1998. 
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Employing the same assumptions, the projected impact of the HIG loan on total 
debt outstanding and the debt service ratio through 1998 is also reflected in table 9 above. 
It can be seen that the HIG loan component of the total external debt to GDP ratio wiU 
not exceed 0.1 percent through 1998. During the same period the HIG loan wiU not add 
more than 0.13 percent to the debt service ratio. 

VI. Conclusion 

1. The Economic Refonn Program 

The drought has compounded the major risks associated with the ERP. The two 
main risks are: (i) political support could weaken as some of the tran'sitional hardships 
become more apparent and government policies are questioned. The government, in 
anticipation of these problems, is intensifying a campaign to make the objectives and 
measures of the program better understood by all segments of society. It is also 
implementing a social dimensions of adjustment program, designed to install a social 
safety net to alleviate some of the effects of adjustment. on the poor. (li) The needed 
external financial support, particularly during the initial years of the program and 
particularly in the light of the drought might be slow in materializing. This might 
negatively affect the program implementation. 

However, the implementation of the initial measures of the program as outlined in 
the previous section, suggest that the process of structural change in Zimbabwe is 
irreversible, thereby diminishing these risks to some degree. Moreover, while the drought 
could be viewed as presenting a severe and possibly overwhelming test of the commitment 
of the GOZ itself to the ERP; a perhaps more compelling case exists for the view that 
the drought has delivered the fait accompli insofar as the question of adherence to 
adjustment and stabilization objectives are concerned. 

The future of the ERP depends importantly on the further rapid tightening of fiscal 
policy. This is essential to support the tight monetary policies currently being 
implemented and ultimately, to promote the resumption of economic growth, the 
deceleration of inflation and the strengthening of the external position. The originally 
planned reduction of the budget ddicit in FY91/92 has been recognized as a major and 
credible step toward this end. The government has committed itself (in letters of 
development policies to the mRD and the IMF) to contain the wage bill through reduced 
civil service employment and prudent wage policies; to reduce subsidies to public 
enterprises through the introduction of more realistic pricing and greater operational 
efficiency; to reduce the budgetary burden of education and health care through increased 
cost recovery and to reduce military spending when the regional tension eases. 

More flexible pricing policies, as well as further liberalization of the marketing and 
export monopolies of the agricultural marketing boards nre urgently required. Rapid 
progress towards comprehensive reform of the public enterprise sector is also needed to 
support the proc~ss of stabilization and promote a more efficient use of resources. The 
objectives of operational and managerial efficiency need to be rapidly translated into 
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specific policy steps, including the shedding of non-viable activities, the improvement of 
the legal and institutional framework in which public enterprises operate and the granting 
of adequate autonomy to these enterprises. 

2. The Zimbabwe Private Sector Housing Program 

The success of the PSHLP is less tied to the achievement of specific and time-bound 
benchmarks than it is to the GOZ's overall commitment to move in the direction as set 
out in the ERP. The proposed PSI-aP is sufficiently flexible in its design to be able to 
withstand a range of possible adverse scenario!. For example, if inadequate foreign 
resources delay the programmed expansion of the OOll., thus precluding construction 
equipment and building materials from the OGll., perhaps US$ 10 million of the loan 
could be targeted to via a eIP to import required equipment and provide a jump start 
for the industry. On the interest rate side, any possible abandonment of monetary 
stabilization measurt:s would result in a reduction of interest rates and an inflow of 
resources to the building societies. Conversely, adherence to restrictive monetary policy 
and positive interest rates as programmed would lead to the deceleration of inflation and 
confirm the transitional nature of the difficulties currently being experienced by the 
building societies. 

Government's commitment to the implementation of the proposed Private Sector 
Housing Loan Program can be viewed as a function of its commitment to the overall 
ERP. Fortunately, the implementation of the PSHLP is far less politically contentious 
than the implementation of the ERP, where vulnerable groups are clearly at risk. In fact 
the implementation of the PSI--ILP would help protect vulnerable urban groups by 
providing a safety net in the form of low income housing whkh would remain affordable 
to families below the median income. By providing a targeted safety net, the PSHLP 
complements the GOZ's Social Dimensions Program to a significant extent. 

Furthermore, the overall ERP would be strongly supported by the positive impact 
that the PSHLP would have on the supply side of the economy. The private enterprise 
sector could be expected to benefit markedly from the broadening and deepening effect 
that the program would have on the real economy and on the monetary sector. 

---000---
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Table 1. 

Goods on Unrestricted OGIL, End 1991 

Raw materials and intermediate 
goods 

Food and stockfeed raw 
materials 

Tanning and footwear input 

Wood and furniture raw 
materials 

Foundry inputs 

Lead 

Zinc 

Hexane 

Inputs for tires and tubes 

Cement raw materials 

Plastic raw materials 

Knitting yarn and carpet 
imports 

Finished products 

Light bulbs 

Fluorescent tubes 

Tires and tubes 

Cement 

Pulp 

Salt 
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Table 2. Appendix I 
Interest Rate structure 

Rates charged by a Monetary Bank by Lending category 

As at March 6th, 1991. 

weights 
Total = 

Amount Interest Weighted 
(Z $) Rates Average 

76 179 306 0.1067 22.0 2.3474 

IS 114 354 0.0212 22.5 0.4770 

19 SIS 983 0.0273 23.0 0.6279 

7 486 730 0.0105 23.5 0.2468 

167 915 355 0.2351 23.8 5.5836 

100 000 0.0001 23.8 0.0024 

3 344 537 0.0047 24.0 0.1128 

1 372 650 0.0019 24.5 0.0466 

23 115 388 0.0324 25.0 0.8100 

7 936 413 0.0111 26.0 0.2886 

1 509 365 0.0021 26.5 0.0557 

23 357 976 0.0327 27.0 0.8829 

627 877 0.0009 28.0 0.0252 

1 079 115 0.0015 29.5 0.OH3 

466 697 0.0007 30.0 0.0210 

596 745 0.0008 31.0 0.02~8 

324 798 128 0.4548 38.8 17.6235 

24 833 368 0.0348 39.0 1.1372 

14 111 000 0.0198 39.5 0.7821 

630 000 0.0009 40.0 0.0360 

714 090 987 1.0000 31.1758 



Table 3 

Quarterly 
Averages 

1989 
Mar. 

June 

sept. 

Dec. 

1990 
Mar. 

June 

sept. 

Dec. 

1991 
Mar. 

June 

sept. 

Dec. 
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Real Short Term Interest Rates 

Average Inflation versus Average NCDs 

(Quarterly averages) 

Inflation 90 Day NCDs 

9.17 9.32 

11. 73 9.30 

11. 73 9.06 

13.70 9.21 

14.27 8.49 

15.43 9.21 

15.00 9.69 

17.1 9.79 

20.33 12.69 

23.93 15.12 

23.27 17.11 

26.36 28.60 

Real 
Interest 
Rate 

0.15 

-2.43 

-2.67 

-4.49 

-5.78 

-6.22 

-6.11 

-7.31 

-7.64 

-8.81 

-6.16 

2.24 
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Table 4. Appendix I 

Real Wages 

1986 1987 1988 1989 1990 1991 

(Annual Percent Change) 

Agriculture and forestry -4.0 -5.9 5.6 -3.7 3.9 5.9 
ftining and quarrying -5.2 -4.7 7.3 -0.7 3.7 -5.0 
Planufacturlng -6.1 -0.5 4.4 -0.1 2.2 -5.5 
Electricity end water -8.8 1.5 7.9 -9.3 6.9 46.7 
Construction -7.5 -1.6 -li.4 -6.1 -3.5 0.2 

Finance, insurance and real estete -1.9 -0.4 7.7 -1.0 7.6 -3.3 
Distribution end hotels -9.8 -4.6 3.5 -4.4 -0.5 -7.2 
Trensport and cocnunications -0.7 -4.0 7.8 5.6 8.1 -24.3 
Other Services 

Of IIhich: public edlinistretion -6.0 2.1 1.4 -3.7 0.7 -12.3 
education -4.0 -1.1 12.3 -4.5 12.5 9.5 
heel th -4.8 -4.8 4.3 3.0 9.4 -1.7 
doeestic services 17.2 -4.2 1.1 -7.3 -5.9 -16.4 
other -7.3 -2.5 0.3 0.4 6.3 -7.8 

Total ecoooll)': -4.0 -0.9 4.7 -1.9 5.7 0.6 

Total ecOOO«y excluding agriculture: -4.9 -1.7 5.3 -16.1 6.1 -4.5 



Table 5. 

Year 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
'25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 

Loan 
Balance 

0.0 
15,000.0 
35,000.0 
35,000.0 
50,000.0 
50,000.0 
50,000.0 
50,000.0 
50,000.0 
50,000.0 
50,000.0 
50,000.0 
49,250.0 
47,500.0 
45,750.0 
43,250.0 
40,750.0 
38,250.0 
35,750.0 
33,250.0 
30,750.0 
28,250.0 
25,750.0 
23,250.0 
20,750.0 
18,250.0 
15,750.0 
13,250.0 
10,750.0 
8,250.0 
5,750.0 
3,250.0 
1,500.0 

750.0 
0.0 
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BIG Debt Service 
(US$ 000) 

Total 
Interest 

0.0 
1,275.0 
3,075.0 
3,075.0 
4,425.0 
4,425.0 
4,425.0 
4,425.0 
4,425.0 
4,425.0 
4,425.0 
4,425.0 
4,361.3 
4,207.5 
4,053.8 
3,832.5 
3,611.3 
3,390.0 
3,168.8 
2,947.5 
2,726.3 
2,505.0 
2,283.8 
2,062.5 
1,841.3 
1,620.0 
1,398.8 
1,177.5 

956.3 
735.0 
513.8 
292.5 
135.0 
67.5 
0.0 

Total 
Principal 

0.0 
0.0 
0.0 
0.0 
0.0 
0.0 
0.0 
0.0 
0.0 
0.0 
0.0 

750.0 
1,750.0 
1,750.0 
2,500.0 
2,500.0 
2,500.0 
2,500.0 
2,500.0 
2,500.0 
2,500.0 
2,500.0 
2,500.0 
2,500.0 
2,500.0 
2,500.0 
2,500.0 
2,500.0 
2,500.0 
2,500.0 
2,500.0 
1,750.0 

750.0 
750.0 

0.0 
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Total 
Debt 
Service 

0.0 
1,275.0 
3,075.0 
3,075.0 
4,425.0 
4,425.0 
4,425.0 
4,425.0 
4,425.0 
4,425.0 
4,425.0 
5,175.0 
6,111.3 
5,957.5 
6,553.8 
6,332.5 
6,111.3 
5,890.0 
5,666.8 
5,447.5 
5,226.3 
5,005.0 
4,783.8 
4,562.5 
4,341.3 
4,120.0 
3,898.8 
3,677.5 
3,456.3 
3,'235.0 
3,013.8 
2,042.5 

885.0 
817.5 

0.0 
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Appendix II 
HIGHLIGHTS OF THE MONEY MARKET 

5 September 1991 - The long awaited monetary policy statement was announced by 
the Reserve Bank of Zimbabwe (RBZ). Interest rates for financial institutions were 
raised across the board by an average of 15.00% of the previous rates. A three tier 
classification of re-discountable bankers' acceptances was introduced. 

17 September 1991 - A 5.00% p.a. penalty was imposed on second drawing bills 
issued to finance tobacco exports. 

25 September 1991 - The Reserve Bank shut the discount \\indow on the basis of 
unacceptably high levels orre-discounting of bankers' acceptances. On the following 
day, the Bank raised re-discount rates on all fine bills by 3.00% p.a. and reopened 
the discount window. 

30 September 1991 - The Reserve Bank announced that it would in future 
determine the quantitative limits of overnight borrowings to discount houses. 

1 October 1991 - The liquid asset ratios for commercial and merchant banks were 
reduced from 40% to 25% and 40% to 20% respectively. These ratios were further 
reduced to 10% on 10 October 1991 but backdated to 1 October 1991. Liquid 
assets were redefined to exclude all bankers' acceptances and reSef'ie requirements. 

15 November 1991 - The reserve ratio for commercial and merchant banks was 
raised from 10.00% to 12.50%. A fourth category of fine bankers' acceptance was 
introJucco. In addition, the Reserve Bank placed caps on bu)ing and selling rates 
for the discount houses. 

2 December 1991 - The Reserve Bank increased the re-discount rates by 0.50% p.a. 
to 18.50% p.a. for Class "A" bills. Re-discount rates for Classes "B" and "C' bills 
were raised to 19.00% p.a. and 20.50% p.a. respectively. 

16 December 1991 - The Resel"e Bank announced that it would re-discount only 
ZS20 million worth of bankers' acceptances maturing after 30 December 1991 from 
each discount house plus all other fine bills maturing up to 30 December 1991. 

20 Dc:cember 1991 - The Rc:serve Bank again increased rc:-dis.:ount rates for all fine 
bills. The rates were raised to 20.00% p.a., 21.00% p.a. and 23.00t;c p.a. for Classes 
"A", "B" and "C' bills respectively. 

27 January 1992 - The Reserve Bank raised the re-discount rate for Class "A" bills 
by 1.00% p.a. to 21.00% p.a., Class "B" bills by 1.50% p.a. to 22.50% p.a. and Class 
ltC' bills by 2.00% p.a. to 25.00% p.a .. 

18 March 1992 - The Reserve Bank lowered the statutory reserve requirement for 
commercial banks from 12.5 percent of liabilities to the public to 6.25 percent. At 
the same time the RBZ announced that it was closing its rediscount window in 
order to enr;ure that accommodati(,!1 targets for the end of March satisfy the IMF 
benchmarks. \ 
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Appendi.1( III 
Detailed effects of the drought 

1. Maize 

Domestic deliveries of no more than 400 ()()() tonnes can be expected in 1992. After 
taking into account the likelihood of sizeable on-farm retentions this year, actual 
deliveries could be as low as 150 ()()() tonnes. Maize import requirements to May 1993 are 
estimated at 1.2 million tonnes. This estimate inctudes the requirement for livestock feed. 

As at the beginning of March 1992, the Grain Marketing Board had only one 
months supply on hand (85 000 tonnes). Only 35000 tonnes of the first order of 100 000 
tannes, which had commenced delivery at the beginning of the year had been received, 
y.;th problems of congestion being experienced on the Botswana rail line (due to the 
demands of other countries in the region) and with loading in South Africa. An 
alternative route to be exploited is Beira in Mozambique, which is to receive test 
consignments to assess the capacity of the port and the Beira Corridor to handle 
consignments. 

Imports urgently need to be stepped up to meet the 5 000 tonnes per day demand. 
Supplies are mainly limited to the urban and peri-urban areas with little maize reaching 
the rural areas. The 60% ration to millers and the ]00 000 tonn·es of sourced imports 
were expected to see Zimbabwe through to April. 

Current landed cost is US$ 265 per tonne. Substantial cost savings could be realized 
if imports could be routed through Beira rather than Port Elizabeth in South Africa. 
Probable import requirements to the end of 1992 amount to ] million tonnes at an 
Civeragc estimated cost of US$ 250 per tonne. Exports of maize in 1991 amounted to ]70 
000 tonnes, or US$ 30 million. Total direct cost in ]992 are therefore estimated to 
amount to US$ 280 million; or US$ 250 million if lost export earnings are excluded. 

3. Sugar 

Production this year should be enough to meet Lome' and USA quotas (lucrative 
murkeb at about 3 times , .... orId price) but Other contracts have been canceled. Assuming 
GOZ permits exports to EEC and USA - about 300 000 tonnes of raw sugar will need 
to be imported in 1992, at an estimated landed cost in Harare of USS 350 per tonne. This 
translates into a total direct cost of US$ 105 million. 

There have been delays in importing a consignment of ]5 000 tonnes from 
Swaziland and only 4 000 tonnes has arrived. A stock out situation was anticipated by 
industry spokesmen by the end of April. 

A major concern of the sugar producing industry is to provide sufficient water to 
maintain the Chiredzi Research Station in order to maintain a stock of plunting material 
and protect 20 years of research. The linkages between raw sugar and other industries in 
Zimbabwe are vast, eg: canning, confectionery and bottling industries, carbon dioxide. 

~'\V 
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4. Petrol: 

Zimbabwe blends ethanol - a sugar by-product - with imported motor spirit to 
produce gasoline for domestic consumption. Th~ blend is 80 percent motor spirit and 20 
percent ethanol. As ethanol will not be available for blending in 1992, an additional 20 
pe.rcent of the nonnal motor spirit requirement will have to be imported. Assuming 
normal motor spirit imports of about US$ 60 million, this points to an additional direct 
cost of US$ 12 million in 1992 .. 

5. Wheat: 

Shortage of water is expected to restrict plantings to 10 000 hectares, producing 50 
000 tonnes, compared to 250 000 tonnes in 1991. Expected delivery of 50000 tonnes in 
October 1992 might be sufficient to avoid imports this year. But 200 000 tonnes of wheat 
(at an estimated cost of US$ 300 per tonne) will likely need to be imported in 1993. 
Therefore, the total direct cost in 1993 = US$ 60 million. 

6. Oilseeds: 

Earlier, it appeared that there would be no import requirement, but the past month 
of dry weather means that it is now likely that about 40 000 tonnes will need to be 
imported towards the end to 1992, at an estimated direct cost of US$ 10 million. 

7. Coffee: 

Exports in 1991 amounted to 14600 tonnes @ US$ 2000 per tonne. The effects of 
the drought (on both quantity and quality) will reduce this to 12 000 tonnes at an 
anticipated average price of U$ 1 500 per tonne. This translates into an estimated direct 
cost to the economy in 1992 of US$ 1.3 million. 

8. Toba,=co: 

Revised production estimates for the 1991/92 crop is now 170 million Kgs. At an 
estimated average price for the season of Z$ 10 per Kg, this means that the crop can be 
expected to realize some Z$ 300 million less than the 1991 crop. This translates into lost 
export earnings of about US 50 million in 1992. 

9. Livestock: 

a. Beef 
The national herd has been decimated, with abattoir bookings up to 260 000 

for the first six months of 1992. This compares "'~th 60 000 for the same period of 1991, 
an increase of more than 300 percent. 

The effect of these forced sales will be to improve industry revenues during 
1992, but it will take several years before the national herd can be restored to pre
drought levels. For many communal farmers, however, the situation is are in many cases 
too thin to 
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b. Dairy 
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Even the most efficient dairy farmers are facing severe difficulties, with many 
farmers selling off the bottom end of their herds "in an attempt to stay in business. A large 
number of dairy cows· both dry and lactating are bt!ing slaughtered and it is estimated 
that up to 30 percent of the dairy herd will be lost. 

c. Poultry 

The Grain Marketing Board is supplying less than 50 percent of the regular 
requirement of maize for stockfeed. Soyabean meal is also in short supply. The large 
producers are believed to have secured adequate feed supplies and will be able to 
capitalise on the expected shortage of beef beginning later this year. Small producers, 
however, are totally dependent on broiler of egg production and their continued ability 
to stay in business is doubtful. Little or no capital d~vclopment is taking place in the 
industry and destocking over the next few months is anticipated. 

d. Pigs 

The same problems with maize and soya meal apply here and overall the 
position in this industry is similar to that descr,ibed above for the poultry industry. The 
main feature is destocking, while the mix of porkers to baconers being supplied to the 
abattoirs has become heavily distorted. The uncertainty in the industry has raised concern 
about the viability of a new Z$ 120 million processing facility. 

e. Stockfeed 

It is estimated that about 350 000 tonnes of maize per annum is required for 
livestock. This estimate is highly tentative there is traditionally a high level of 
on-farm retention of maize for this purpose. Farmer to farmer transactions 
have been taking place at over ZS 1 000 per tonne, compared with the current 
controlled price of Z$ 550 per tonne. 

Cottonseed meal is used extensively as a winter maintemmce supplement in 
beef production and is also an important component in dairy rations. This 
commodity is expected to become unavailable within the next f~w weeks. The 
latter can be imported at a price in excess of ZS I 000 per tonne (approx 
100% increase on local price). Total requirements are about 80 000 tonnes. 

5. Mining 

The Cham ber of Mines is presently undertaking a survey of its members to ascertain 
the effect of the drought. The mines are actively developing alternative water supplies. 
The main impact on the economy will be on the decrease of foreign exchange earnings, 
estimated by the mining industry to be down US$ 50 million this year. This could be 
considerably reduced by the advent of late rains, which would allow the mines to increase 
their production capacity. Other areas, of the economy will also be affected by their 
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linkages with the mining industry. eg the supply of raw materials for the manufacture of 
fertilizer. 

7. Manufacturing 

The Confederation of Zimbabwe Industries are also conducting a survey of their 
members to assess the impact of the drought and identify linkages within the industry and 
with other sectors. It is anticipated that a number of industries will face financial 
difficulties as a result of reduced demand stemming from the drought. The CZI envisages 
that the anticipated response of manufactured exports to the much improved export 
incentives will be very significantly muted as a result of the drought and generally difficult 
operating conditions. 

On the availability of water, the urban area requirements for human consumption 
will obviously take precedence over manufacturing and indllstry. In some areas, 
alternative supplies (eg. boreholes) have at times been found unsuitable for industrial use. 

11. Water 

Of the main urban areas, only Harare, Hwange, Victoria Falls and possibly 
Marondera and Masvingo have sufficient water reserves. A5 far as Masvingo is concerned, 
the main problem lit!s with extending the pipeline to the receding water line in lake 
Mutirikwe. Most, if not all, other urban areas face serious water shortage problems, with 
Mutare, Chegutu and Shurugwi being the most critical followed by Bulawayo and Bindura 

The situation in the rural communal art!L1s is disastrous - particularly south of the 
watershed. The GOZ is considering importing new air-rigs and other eqllipment to speed 
up borehole drilling at a total cost of Z$ 314 million. Private contractors would be hired 
to undertake much of this additional work. 

The President has declared a national drought disaster, v.'ith si>.1een 16 water 
shortage areas being named. This affords the Water Court discretion to reallocate all 
water resources y,;thin the catchment areas so designated. 

Only Lake Chibero, Lake Manyame, Mazv,;kadei (Mashonaland) and Manyuchi 
Dam (Lmweld) have any surplus water which may be made available to agriculture for 
irrigation purposes. 

---000---
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Graph 2 

Nominal Effective Exchange Rate (NEER) 
Five Years to March 1992 
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Graph 3 

90 Day NCDs 
Daily Quotes: August 1991 to March 1992 
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Broad Money (M2) 
In Percent of Opening M2 
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Graph 8 

Real Wages -v- Productivity 
Total Employment Except Agriculture 
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Debt Service Ratio 
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I. EXECUfIVE SUI\lMARY 

The Social Feasibility Analysis of the Zimbabwe Private Sector Housing Program 
examines whether the policy changes proposed in the program will provide more 
accessible and affordable housing opportunities ~nd solutions for the low-income urban 
households. 

More specifically I the analysis reviews the socio-cultural context of the program 
providing background information on urbanization and migration, the housing situation, 
and the political economy of Zimbabwe in relation to housing. Profiles of the intended 
beneficiaries are examined in terms of afford ability criteria, and socio-cultural and gender 
based constraints. Participation of the beneficiaries is considered in terms of their 
motivation to acquire the proposed housing opportunity I their ability to obtain access to 
finance for housing, and their ability to manage the building process. 

The socio-cultural feasibility of the program is reviewed. Assumpt'ions made about the 
residential requirements of the beneficiaries arc examined to assess their validity. The· 
section "On the impact of the program looks at a social cost benefit analysis of variolls 
inputs into the program. SOlnl! suggestions on urban issues related to low-income housing 
are raised. The consideration of monitoring and evaluation of the program raises some 
indicators for this exercise. Finally, conclusions ar~ drawn ano some recol1llllcmlat il'lls , 
which are considered to cOlltribuic towards t!IC social feasihility of tht! program, arc 
made. 

1. SOCIO-CUL Tl'RAL CO\,TEXT 

:!.I l'rhanizilliol1 alld :\!i;,'r:ltioll 
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This increase in urbanization can be attributed to a nllmber of factors. The removal of the 
influx control legislation, (namely, the Land Tenure Act of 1969 and the Urban Areas 
Accommodation and Registration Act of 1946, which enabled tIle authorities to' conLrol 
the flow of blacks entering the urban areas), allowed people greater freedom of movement 
between urban and rural areas. Thus, there was Ille migration of the families of "single" 
men who, as a result of previous legislative restriction and for economic reasons, had 
remained in the rurai areas. The pressure of population in much of the communal lands 
contributed towards greater urbanization, particularly of unemployed youths. The fact 
that average incomes in the urban areas are much higher than in the communal lands, and 
opportunities for employment are perceived to be greater in the urban areas; in 1985 the 
average income per household for the communal lands was Z$482 per annum and for the 
urban areas the average household income was ZS) 529 per annum.:! The impact of Ille 
drought of 1983-85 on the rural areas brought an increased movement of people into the 
urban areas in search of food and water. Finally, the increased security of urban living 
resulting from the Government's extension of home ownership to occupants of fonm.dy 
publicly owned rental housios.-neant Illat urban d" .. 'cllers could bring Lheir-families to 
town and consider forgoing their land in the rural area hitherLo their only form of 
security. 

An examination of the distribution of the urban populaLion shows a concentration of thl' 
population at the top end of thc urban hierarchy with 71 per cent of the moan populalion 
living in the five largesL settlements, and 64 pcr cent of the urban population living in 
Harare, Bulawayo and Chitllngwiza. 3 This concentration of population ill a few 
settlements combined \vith rapiJ populalion increase, and urban unemploYlllcnt. displays 
Lhe usual problems of ovemrhani7C1LiclIl, with overcrowding causing risks 10 puhlic heallh 
and to the physical and mental heallh of Ihe low-income population. 

There are clearly observable difiercnt.:es in the densilies of the population in till' various 
large urban areas in Bulawayo :lI1J Harare, for example, <.h:nsities vary witlllll Iht: cilit:s 
between the once while suourbs, now kn(l'.\'n as Il)\\' <h:nsiIY suhmbs, anti IIll' flH'IIlt:f 
black townships, now kno\\.'n as the hir:h densilY suburhs (racial rcsi<.kntial <li\ iSlllll has 
now been replacL:u hy re:;i<l\!nli:d di\';sill!"l [l.I~L:d ll;l l·/;\:-'.'; l. Tilt: ~rl)\\ III in lill' milall 
population has als,) brl111~hl ahl'lit a cj!:ln~l' III C(lII1I'\l~IlII\1l (\/' I ilL: poplIl:\tioll: \\illl ~rL:;l!:'j 

sL:t.:lirity (If tellllrl' ill lilt: ttl\\'IlS, Ihrl\U~h lh~' 1I1l"1"l';I"'l'd ;I",lIbhdily (If /iPlIll' p\ln:r. ... II:l·. 
family J'L'siJl!lIcl! has IIh:r.:asl·d ill I i. .. ' IlIb;1I1 ;lI'I':;I~. It is ;11l11l:tP;li.:tl 111;11 I hI..' I d~i i .\:~ 
drought currently heing t:xp~l'lL:nceu. thl~ worst Zimh;lll\\'t' has sllffcr!.'d ill rl'l'll/'lk.: 
llistory, ',,,-ill add to thl: /low of migranls 10 towns. Ih.: p~.'rlllancncy II;' Ik lIli~I;llllll; 

~ Wht:nlht:!'I! li!!lIl'l!~ arc adjllslcJ IlIr gill!> and Ifathle' ~ "'"111 IIr/1;IIlIP mraJ af":." lite ;'1'1'1 .I~": 
hlluschoh.l income ror Ihl! wmmullal lantis is ZSSJ7 pcr annum and for thl! urh:1II ar\!a', IlIl' a'·l'r;I~I..· 
household income is ZSJ.X,I per ;tnmllll. Fiburl!s fillm C\'nlral Stalisli..:al Olli..:\!. The' r:,'''h~ 
HOIl!icholds in Zimhah\\'~. Harare. I"~S. 
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depending on the duration of the drought. The movement of population will als( depend 
on the effectiveness of the Government's food for work program and the drought relief 
measures which would help curb an exodus from the rural areas. 

2.2 Housing Situation 

This increasing urban population's impact has been felt in the area of housing where a 
critical demand for housing is bp.ing reached, approximately 500,000 housing units are 
needed in the high density urban areas of Zimbabwe. In the past the existing housing 
stock has served as a re :dtively elastic source of supply, absorbing additional people as 
lodgers which has lead to increased overcrowding. Until recently this elastidty was 
sufficient to avoid squatting, but now overcrowding has reached a state where th(" existing 
hOllsing stock cannot absorb additional people.4 Therefore, the critical level of demand 
for housing is being reached and manifests itself in spontaneous squatter setl:ements. 
National occupancy rates in the high .density areas vary from 9 people per 2("0 - 300 
square metre plot in some areas of Harare and Bulawayo to 30 people per 2( 0 - 300 
square metre plot in parts of Harare and Chitungwiza. Approximately 66 per ce 1t of the 
popUlation of the high density suburbs are lodgers 'either renting a room in the ma.n house 
or a shack (a tangwena) on the plot. 

Despite the factlhatthe housing delivery syst~;l1 in Zimbiib\~is one of the most efficient 
in Sub-Saharan Africa, the system is unable to satisfy current demand. particll.arly for 
low-cost housing. Although there has hcen an average annual production of I :~.n]O to 
14.000 low cost units over the last five years. the Government estimates that on1. . a third 
of urhan housing demand is heing mct. Continuation of this shortfall of supply w " result 
in an additional one million inadc4uatdy housed urban dwellers by the yea:- 2000. 
furthermore. from 1986-1991 thc cost of providing one low-income housing 1I lit. that 
is four rool11s ami a separate bathroom and a toilet on a 300 square mctre plot, 1l.1.~ risen 
frol11 approximately ZS 10.000 to ZS4J,500 .. ~ 

The f\linistry of Public C<'nstrllction an.! Nalic:d Hl1ming. (MPCNH) a~kn(lwl~d~es a 
waiting list for Haran.~ of 72.000 houseI1L1iu:.; and cl1J1s:d.:rs this tCl b:.: incrcasin~ : '. :: 1':11''': 

of \.~00 a 1110nth. Th~ f\j peNH waiting list r:~un: for all the urban area:; iy, : .; ! .11.';.) 

with 70 pl!r ~I.·nt dCl!ml.!d to be low-income hOllsc\l(llds. The list, howcver. is 11: t a trd:': 
renection of housing dc:nand and, particularly, ):(1using need, since many housellJlds sec 
themselves as heing unahlc to afford the present ILnv-inCCll11e housing. l!nits and t: cr :fNI.! 
uo not both;r to r~gistcr. This is panic. ;arly the l:l~:': with lo\\,-in::ol11e fel1iaj~ he:ldrd 

01 Additionally squalling was avoid\!.1 thi'Ollgh thl' il11p!\!I11~r.tatilln lIt' pre\'i\lll!'i influx ':Iln:rlll 
l11t:a:o;url!s. amltht.' ~urrt.'ntly utilized Vagran.:y :\~t under which squatters have r~cently hC~!1 rt!n1(lvcd 
frolll H :1I41rt!. 

~ Fi~lIrl.!s 1"1'11111 Zil11h;lhw~ t 19R6) RL'PI)J'I on H(lll~in!.! :tnd lilll:1n D~'wICl/lI1h!nl in Zilllb;:h\\'t.': 
I'uhlk and Privilll' Sl\.'tnr "arrn~·r!'hjr. ~trCNH. Harart.'. 



households.6 The program recognizes that this deficit in housing production and its lack 
of affqrdability to the low income population is in large ilart due 10 inappropriate housing 
sector policies, such as the minimum standards of 300 square metre plots with four rooms 
with a separate bathroom and toilet. 

1.3 Political Economy 

The Government is well aware of the political problem of having a large proportion of 
the nation inadequately housed and that squatter clearance operations are counter
productive, particularly in the years leading up to the election in 1995. At independen~ 
the Government was sensitive to the issue of housing and, from 1981, promoted private 
ownership of fonnerly publicly owned housing in the high density suburbs. Regulations 
were also brought in setting the maximum rents for lodgers in the high-density suburbs 
at ZS8.00 a month for one room (the Housing and Building (Lodgers' Rent Restriction) 
Regulations of ~ 980). However, these regulations were found to be unenforceable, in a 
situation of increasing demand for shelter and the figure has not been revised 
subsequently. 

The Government was concerned in the early 1980's with a transformation from capitalism 
to socialism and saw their housing policy as a redistributive mechanism for redressing 
colonial income and wealth inequalities and to this end were concerned to improve the 
standard of accommodation offered to the low-income. In 1983 the MPCNH issued a 
policy directive specifying a minimum plot size of 300 square metres and a minimum 
house size of approximately 55 square metres consisting of two bedrooms, a living room, 
a kitchen, a shower that can be converted into a bath, and a separate toilet. 7 The cost 
of building this four-roomed house in 1983 was approximately Z$7,850, while the same 
four roomed house in 1992 costs approximalely ZS35 ,000. This four-roomed core was 
to be completed through aided self-help in 18 months from the time of allocation.s These 
developmenl standards and time frame proved too ambitious given the financial rcsources 
of the low-income group and in many instances have It!d 10 increased ovcrcrowding where 
beneficiaries have taken in lodger families to meet buildin!:! costs. Another result of Ihis - ~ 

" Thi~ point was ~twn!=ly m:ult! hy h'd~l!r!' ill t-.l:irpliJl!ra anJ Harare lluring Fo.:t:-; Groujl 
Di.';t.:lI~sillfl~. al1l! t.:llntirm~J lhat the waiting list \\'a~ a gwss unJer;?stimalion Ill" hQusinf! demanll. 

~ See Patel D. (1984) "Housing thc poor in the sodal ist transformation of Zimbahwc" in 
Schatlhl!rg M. (eJ) TIle Politk:!1 Economy of Zimhal'l\\'I!. Pra~gt!r. t\C\\' York. for a furth~r 

II iscus~ion of hOllsing pol icy in Zimhatl\\lc, 

~ The Government cnnsillerell that construction of tht! house shllulll he on the hasis of aiuell self
help. hy which heneticiaric!' initiate their own housing constru~ti(," hut can he aidell hy 10':;11 
autllllrilics. The form of assistance envisagell once thc heneticiarie.~ are allocated the serviced plot 
il' the provision of alternative house plans anll sometimes a hui!Jing materials store and perhaps soml! 
tinandal assistance to complement Ihe heneficiaries' (lwn rt!S(lun:~s at.:clmling 10 their inc( 'mc anu 
affOl'Jahilily. Theyast majority of homehuilucrs dlOose tll employ inlilflnal !'e~lOr huildersjli t'tllild 
their hllllses nllt having the skills or t~ lime t41..h"tld it 1'1l'I11~e'\'L's: 
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policy has been to create false expectations among the popUlation of a right to an 
"affordable four-roomed house". 

With the introduction of an Economic Structural Adjustment Program (ESAP) in 1991 the 
policy environment in Zimbabwe has changed dramatically. 9 Under ESAP urban 
development and housing are seen, conceptually and operationally, as part of the overall 
strategy of structural adjustment policies, in which the cities, through privatization 
processes being promoted in Zimbabwe, play an important role in national economic 
growth. The social costs of these policies are high and the Government of Zimbabwe has 
not made provision for shelter under the Social Dimensions of Adjustment Programme 
(SDA).IO The SDA program is designed to' assist disadvantaged groups over the 
economic reform period. It is targeied at benefiting disadvantaged or vulnerable groups 
among which are listed the urban informal small-scale sector, the urban unemployed, 
urban unskilled formal sector, and particularly women. The program concentrates on 
provision of food, health and education for these vulnerable groups. The Government 
has indicated a willingness to include housing in this program if it was targeted towards 
hclping the poor. Furthermore, the Government recognises that the present minimum 
standards for urban infrastructure and low-income housing are inaccessible to the poor 
on a cost recovery basis and that the climate is now right to review these minimum 
si£:ndards and make them as flexible as possible and therefore cater for the vulnerable 
groL'pS on a cost recovery basis. Through ESAP the effects of the cuts in consumption 
subsidle~ . .af+d the rise in prices will be detrimental to the poor, regardless of their income 
sources, and a polarized economy will emergc with an even more extremc distrihution 
of income. Cognisant of this the USAID program aims to assist in the private provision 
of shelter for households earning below the mcdian income level which. has been 
calculated 10 be Z$800 and the political climate is considered to be right to support the 
policy changes required in the USAID program. 

!n this policy environment housing is scen not as a costly social good. hut rather as a 
productive capital good and, thcreforc, housing call make a significant contribution to 
both cconomic growth c:nd improvcd housing conditions. Srcondly. th~' apprn:lch 
rec(lgnizcs that a hOllsing policy should not he hl.,cd on th~ hOllsing. 11l!~i.!~ of till' 
population hut on the peoplc's willingncss and ability to pay. i.c. effectivc demand. 
Hencc, the USAID Private Sector HOll!'ing Program will climinate CClllstraints which 
prohibit thc'private sector from devcloping low-cost ~;hclter and will rcmove the excessivc 
building and development standards which incrcase the cost of sheltcr. Thirdly, the main 
problem continues to be on the supply side, duc 10 thc existence of differcnt blocka,;!cs 
that distort the efficient functioning of the markct and the provision of hOllsint!. 
Therefore, the role of the Government is seen as making housing :narkcts more cfficicnt 
by rcmoving bottlenecks that bl('lck the supply of inputs at the city I~\'el (i.e. land. labour. 

" Sct! Zimhahwt! (1991) Zimhahwl:: ,\ Framework filr E~\lllllmi~ Rcfi1rnLil <)1) 1-951. Go\,er!lment 
Printcrs, H ararc. 

III For a li1'( of SDA priorilil.!1' Sl'C Zimhah\\'e (1991) Sodal Dinll.'n~i(l:l" "I' Adjll1'lrnent (SDA) : 
,\ Programml.! of Actions 10 Miligall: rill' Sodal C(l~I~ (If ,\dill~ll11l'nt. G(ln~:-lImc;1r Prinr~r~. Harare. 
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finance, materials and infrastructure) to the production agents (developers and landlords, 
including poor families). To this end the USAID program will secure foreign exchange 
for the building materials industry so that it can increase its output. Fourthly, the 
feasibility of the approach depends on the Government's ability to restrict its intervention 
to those areas where it has comparative advantages, i.e. the provision of infrastructure, . 
the mechanisms for establishing and transferring property rights and a regulatory 
framework that can allow the private sector to provide housing finance. Hence the 
program will identify additional mechanisms to attract private investment into the building 
societies so that housing finance is made available to low ilicome groups. Thus the main 
role of the Government. as envisaged in the USAID program, is not to continue 
intervening directly in the production of shelter in individual housing projects, but to act 
as an enabler of the market.· 

3. BENEFICIARIES 

3.1 Profile of Low-Income Households 

The median income has been calculated to be ZS800 per month, thus the low-income 
population is designated as those earning on or below this figure per month. This low
income popUlation is very heterogeneous. There ali! those employed in the fonnal sector 
earning between ZS800 and ZSISO, the minimum domestic workers wage, but given the 
prestnt economic environment, the vast majority of the low-income earners work in the 
informal sector. The informal se~tor is also very heterogeneous with some operators 
making a reasonable livelihood and others eking out a subsistence living. A nationwide 
survey of the informal sector was carried out in 1984 and the average monthly income 
was found to be about ZS260 (substantially higher than the minimum wage in formal 
unskilled occupations) in a number of different formal sec.lor act:vities. 11 Women in 
particular eithcr as solc hreadwinners or supplclllcntcrs of their hushanu's incomc. are 
found in the lower-income levels of the informal sector. ~1any of those employed in the 
formal sector also have ways of supplementing their income in the informal sector. The 
random non-statistical household survey of homeowners conducted in Marondcra and 
Harare high density suburbs indicated that the median income of the head of household 
is ZS550 per month. The additional median income from other sources, predominantly 
lodgers. is ZSI70 per month. These figures support the calculation of the median income 
of ZSSOO per month for the program period from 1993 to 1996 is based on an average 
income at Ole end of 1991 of ZSS76 per month. which was obtained from the Centra] 
Statistical Office's Household Survey of 700.000 urban households. Calculations of the 
additional income were based on ZSIOO for rents from lodgers and a conservative 

II riled in Zil11halm'l': /\ Framc\\,prk f(lr E~llntll11k Rl'fllrlll (1 0 91.95). Harare. 1991. 



estimate of other informal sector income of ZS30 per month. 12 There is a prevalent 
under estimation of income from infontlal sector activities, this is reflected, for example, 
in the higher expenditure figures than income in the household survey. 

Length of stay in the urban areas together with ir:'come, de~rmine priority/eligibility on . 
the housing waiting list. Approximately 40% of urban dwellers are second generation, 
this means they are likely to have more tenuous ties with the rural areas and are more 
anxious/motivated to have their own stake in the urban areas. Those people currently on 
the waiting Iisl are either living with extended family members or lodging (i.e. renting 
a room or rooms) or street sleeping (i.e. sleeping in the open on the streets or under 
bridges or in shop doorways), or squatting (i.e. living iUegally on public or private land 
usually under a makeshift shelter of plastic, cardboard, tin, or grass although in some 
areas more permanent structures of brick am:l asbestos may be found), or living in tied 
housing (e.g domestic workers quarters) .. Many families on the waiting list have been 
there for many years not simpJy because of the backlog in the supply of housing 
opportunities,but also because the opportunities on offer were not affordable to them and 
they were passed over in favour of those families with higher incomes. 

Pref~nt living conditions are usually very crowded, particularly for lodgers; It IS not 
uncommon to find families of 5-7 children and two adults living in one small room. This 
situation leads' to much tension and stress not only within families but also between 
landlords and lodgers. Landlords prefer to take in single people as lodgers because of 
difficulties wi!.h children; this makes the lodger families' stay in-accommodation 
somewhat tenuous with constant shifting from one place to another. Alternatively, 
families are split between urban and rural areas as low income heads of households 
cannot find affordable accommodation for their families in the cities and the communal 
lands become the dumping ground for the young and the old. Parents are particularly 
concerned about the morals and welfare of their teenage daughters and frequently send 
them hack to the nJral areas away from what they perceive to be the evil ways of city 
lifc. This has a negative impact on the education of female children since secondary 
educational opportunities are scarce in the rural areas. A further source of hardships for 
lodgers is their inaccessibility to gardens f(lr growing. vegelables to feed the family. FClr 
one room in thc high density suhurbs lodgers pay ZS60 -ZS150 per month and sh:ue in 
watt!r and electricity COS!5. J1 Toilet facilities on each plot are stretched with frequelit 
drain blockages and overflows occurring in the most ovcrcrowded areas. An c1aboratl! 
roster system is set up designating individuals' access to toilets in the mornings with some 
pcople getting up at 4 o· clock in the morning so that everyone on the plot has a chance 

I:! r-or a discussion of median income see Micro-economic Analysis detailing Access to Low 
Inl'ome Huusing r-inance and Affordahility. USAID 1992. 
Figures on calculation of income and expenditure for low-income households taken from Zimhahwe 
Private Sector Housing Program: Households Income/Expenditure Survey. USAID 199:.!. 

11 During (he r-ocus Group Discussions it was very apparent that. due to the high demanll filr 
hO\lsin~. lodgers arc in an extremely vulnerahle pllsiti(ln. Th~ rent p'aill hy one lodger family 
frcqul'ntly covers the hlll11eowm'rs entire repayments on thl' house. 
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to get to work on time. In addition, some local councils where administration is viable, 
require a levy from registered lodgers e.g. in Marondera lodgers pay a levy of ZS8.80 
a month in order to be registered and have access to community facilities such as schools 
and clinics and have registration on the waiting list, but many lodgers remain 
unregistered. 14 

Over the years land costs have tended to push the new low-income housing schemes 
farther out on the periphery of the city contributing to tJle urban sprawl of cities in 
Zimbabwe. Here transport costs are high and frequently transport is insufficient to meet 
the demand with people spending up to six hours a day getting to and from work. Job 
and income earning opportunities are scarce and there is lack of access to services such 
as scho~ls, clinics and shops. 

The impact of overurbanization and the resultant overcrowding is being felt among the 
low-income urban dwellers in particular; as traditional kinship patterns weaken as there 
is rising crime and delinquency, increased alcoholism and drug abuse, and increasing 
promiscuity and the breakdown of the nuclear family. The USAID program is aimed at 
providing a flexible housing solution to cater for the varying needs of those on the waiting 
list and at improving the urban environment for the low-income populiHilJl1. 

3.2 Gender issues 

Despite the fact that there are no legal gender policies which discri:ninate against women, 
won'en have a problem of accessibility to housing. Female-headed households represent 
approximately thirty per cent of lodging households and yet women have limited access 
to housing projects e.g. in Kuwadzana Phase One only 3 per cent of the beneficiaries 
were female-headed households. I~ Since women and children are the main users of 
housing the situation needs addressing. Women's position in the labour market and in 
the family constitute conditions which work in favour of men. The majority of women 
are in lower paying jobs and in less remunerative areas of the informal sccler. Women 
comprise about 64 per cent of the total workers in the informal sector as opposed to 25 
per ccnt in thc formal sector. f'.IClst womcn. 54 per cent. surveyed in Hararc in 1984 
statcd that lhcy started informal seC((lr businesses bccause they could not find other 
l'l11plo),mcnI. 1

t> Women are most lik!!ly to en gag!! in home-based activities. sLlch as 
knitting. crocheting, cooking or handicraft pr(lductillll. dUI! to the demands of child-can:. 
As in the formal sector, earnings for women fall below men's earnings. Therefore 
positive discrimination in favour of women is nceded in order to give v!omcn equal access 

I~ The! Mini!'try uf Lucal Govcrnment. Rural and Urhan Dc!vclopment thought thl! practkc! of 
"'ligen; Icvies was quite prevalent among the h,cal authoritic!s. hut its imple!mcntatilln may well nut 
hI! worthwhile or feasihl~ i.e. the at.lministrative costs may hI! higher than the revenue. 

I.~ See Evaluatiun of Kuwad7.i1na (Parkrit.lg~-rlluntainhk:lIl) Low Inl:Oml' Sht'ltcr Projcl:t Phase 
I: E\'alu:llill/l uf Secondary Suurce!' (If Data. USAID. 1985 . 

.,. Scc Zimhal'wc : A FI"amework f(ll" El·(ll1tl1l1k Reform (J !}I) J -()51. H arar~·. 11)9 I. 
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to housing. It is suggested here that a target of 30% of housing allocations made by local 
authorities should go to female-headed households; similarly targets for Building 
Societies' mortgages should be set at 30% for women. This would go some way in I 

redressing the gender issue. 

A further issue is that of married women's stake/right to the h!lUse to prevent frequently 
occurring eviction of wives. This can be safeguarded to some extent by encouraging 
joint-mortgages for husbands and wives and even for those coJ'labiting couples. Whel' 
assessing affordability for mortgages the Building Societies are prepared to take a higher 
percentage of household income for couples. The calculated percentage fur one income 
earner is 22 %. for couples it is 2S % and for employer assisted mortgages it is up to 30% 
of monthly income in terms of monthly repayments to the Building Societies. The present 
compulsory mortgage protection insurance operated by CABS, the Central African 
Building Society, the largest Building Society in Zimbabwe, provides security in the event 
of the death of the mortgage holder. Under this scheme mortgage protection insurance 
is compulSllry for all bonds of Jess than Z$30,OOO and in the event of the death of the 
mortgage holder the mortgage is paid off. However, the insurance companies do have 
a right of revision clause and this is an important issue in a society facing an AIDS 
epidemic. Figures from the Ministry of Health for 1991 indicate that 18 per cent of 
women a.Uending anti-natal clinics in Zimbabwe ','!ere HIV positive. Zimbabwe is still 
in the early stages of the epidemic and the majority of deaths have been recorded among 
men between the ages of 20 and 50. The level of HIV incidence is unlikely to exceed 
35 per cent of sexually active people. However, records on the incidence of HIV and 
AIDS related deaths are inaccurate in Zimbabwe as the reporting is poor.17 

3.3 Secondary Beneliciaries 

The majority of low-income housing in aided self-help schemes has been built by small 
contractors in the informal sector. These informal sector builders usually try to build five 
to six houses sil11ult.1neously and with the present shortage of building materials often 
move on to the other contracts before being able to complete the original house. Thus. 
each beneficiary may end lip employing as many as four builders before the hou~c i~ 

completed. IR The USAID Housing Program through additional production of building 
materials and increased production of plots will engender more employment for informal 
sl!ctor huilders. 

17 Sec The 1990 AIDS Annual Rep(lrt Mini~try ('If Ht:alth 1990. Figures of anti-natal attentkt:s 
for Harare are 30% HIV positive. 

I); The Fucus Group discussions highlightt!tl prulliems with Iluilders. which together with shortage 
(If finance and materials. were seen as the main (Ih!'tades faL:ed Ily homeowners d~ring the huilding 
process. Thi!' p(lint \Va!' al!'o verifit!d Ily the Zil1lhahwe Pri\'ate Sector Housing Pr0gram Hou,,;.-hold 
Incomc/ExpenJilurc SurVt'"Y. USAID. 1992. 
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Through the increased production of low-income housing opportunities more rental 
accommodation will become available for lodgers. It is hoped that the increased supply 
of rental accommodation, as well as reducing overcrowding, will help reduce the 
exploitation of the low-income lodging population. 

4. PARTICIPATION 

4.1 Motivation or Beneficiaries 

Even prior to the independence of Zimbabwe there had been a tradition of aided self-help 
housing schemes for the low-income urban population. These aided self-help schemes 
have given minimum assistance in loans to the beneficiaries, whilst beneficiaries managed 
the building of their houses usually by employing an informal sector builder. There has 
also been experience over the last few years of mortgages for low-income groups through 
Building Societies. In addition, Zimbabwe has a strong informal sector tradition of 
savings clubs; savings from this have been used by individuals to finance housing 
development. This USAID program builds on this experience, but makes the housing 
more affordable, accessible, acceptable and appropriate by making available more 
serviced plots through the National Housing Fund, by making housing opportunities more 
affordable to the low-income by accepting more appropriate and affordable standards for 
infrastructure, plot size, and housing, and by increasing the liquidity of the Building 
Societies enabling them to offer mortgages to the low income, and by increasing the 
availability of building materials. 

As demonstrated above, the demand for housing in the low-income popUlation is very 
great. Furthermore, mllch of the demand is hidden because low-income urban dwellers 
do not perceive present solutions as affordable and accessible and, therefore, have not 
hothered to rcgister on the waiting list. 1'1 The Household Income/Expenditure Survey 
indicatcd that 52 per cent of lodgers interviewed could not see themselves owning their 
own houses because the present housing solution of a four-roomed core was not 
affordahlc. Any move to produce an affor<.lable and accessihle solution would produce' 
an apparent sudden increase in demand with potential beneficiaries registering on the 
waiting list. 

Beneficiaries arc prepared to make cnormous sacrifices in other aspects of household 
hudgets in order to mcet repayments on housing in home-ownership schemes. The 
Household Income and Expenditure Survey shows a very high propensity among lodf-ing 

,'I The Fucus Group discussions rt!v~aled quilt! dt!arly Ihal since lodgt!rs could nul afford the 
pre..c;ent hOllsing solutions ht!ing providt!d for the low-income group they saw no point in regislering 
Iheir names on the wailing list. Th~y also expressed concern anoul favourilism anti nCfllllism in Ihe 
allocalion (If plols whh:h meanl thaI wililinJ; m~ were sOnlclimcs hy·passt!u. 
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households to own their own home and a willingness to find the money, from whatever 
sources, to do so. The USAID program considers that children should not go without 
food and education in order that a family should have a chance at home-ownership and, 
therefore, a minimum solution which does not create unnecessary hardship and sacrifices 
for the families should be found. A minimum solution means that access to land and title 
is the priority, which gives the low-income urban'population a housing opportunity, this 
is seen in terms of a serviced plot. 

4.2 Factors Impacting on the Participation of Beneficiaries 

4.2. t Finance 

Much financial assistance for aided self-help housing schemes in the past has been 
provided by the local authorities through the National Housing Fund (NHF) in the ronn 
of loans to the beneficiuries, and recent World Bank housing schemes have provided 
mortgages through the Building Societies. Local authorities have been very accessible 
to the beneficiaries with offices on site. Although Building Societies have done their best 
to simplify procedures and attend orientation sessions, they operate largely from a remote 
central office. More outreach needs to be provided by the Building Societies to increase 
communications with the beneficiaries. In order to facilitate this, Building Societies 
should operate an office on site using automatic teller machines to accept and make 
payments (as indicated in discussions, Building Societies are prepared to consider this). 

Over the years local authorities have been able to exercise a degree of discretion with 
defaulters, but ultimately, water supplies have been switched off to enforce payment. 
Defaulting rates have been very low e.g. approximately 4 % for Kuwadzana"~o ,Building 
Societies, once their liquidity situation improves, arc prepared 10 exercise similar 
discretions; indeed they already have provision for deferment of payment for six months 
in the event of unemployment. Preferring not to foreclose on their clients, the Building 
Societies arc prepared to make concessions but do not "advertise" tl~e fact for fear of 
heing taken advantage of. As a result of lack of knowledge on the part of beneficiaries 
those in financial difficulties do nClt go to the l3uilding Societies hut resort to selling their 
plot/house to opportunists at a price below what they might have recovcred from the 
Building Socil!ties. CABS, the hll'~est l3uilding Society. reports that to date they have 
~1nly had onc foreclosure on their low-i.ncomc mortgages. which since 1987 t~l.al 13,559. 
It is anticipated that these problems can be tackled with improvcd communications 
between the Building Societies and their clients, The proposal of a nexible package for 
low-income clients designed to vary mortgage repayments over the year to cater for 
varying demands on a family budget, e.g. School uniforms and School fees in January, 
was put to the Building Societies and they are prepared to consider it under an improved 
Clulreach program. Furthermore, 10 cater for low-income loans, the Building Societies 
will also consider cCl-opcrative loans provided the co-operative has title to the land. 

:0 See Harare City C(lundl (1986) A ('as~ SItHI" (If tilt' KlI\\,auzana Aideu Self HeIr H(lw,in!! 
_ SSh~lllc. Harar~. Zimhahwc. D~partml'nt III' H()u~ing anJ ('ommunity SL!f\·k~!\. 
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4.1.2 Building Process 

In order to facilitate a greater community development orientation among the heneficiaries 
many local authorities should reconsider their present practice of scattering beneficiaries 
from the·same company or co-operative throughout a housing project rather than allowing 
them to be allocated adjacent plots. Allowing those beneficiaries with shared interests to 
live adjacent to one another would encourage greater cooperation and community 
participation. 

Problems in past projects, for example, in Kuwadzana and Hatcliffe in Harare, have been 
created for beneficiaries through lack of information on a detailed breakdown on the 
building materials for each phase of the building process. When the beneficiaries choose 
their plans during the orientation process quantity surveyors have provided information 
on the total amounts of materials required to complete the four-roomed core. Information 
on the amounts of materials needed for each phase of the construction process would 
greatly assist beneficiaries in estimating and procuring the correct amount of materials 
required. This would protect beneficiaries from exploitation and theft from unscrupulous 
dealers and builders who would assist beneficiaries in budgeting for the building of their 
houses and obtaining the correct kind and amount of material for each phase of the 
construction process. 

Quotations produced by informal sector builders are often unrealistic because builders 
underbid in order to secure the job. This leads to much wrangling and haggling and a 
souring of relations between builders and beneficiaries as and when contracturs return for 
increases in payment. Once beneficiaries have taken a morlg~ge from the Building 
Societies the Societies become involved in the need to produce a satisfactory house for 
an affordable amount of money. This may be a serviced plot with just a wet core, or a 
wet core and one room. To this end the Building Societies are prepared to consider, as 
part of an outreach program and in the interests of development. a facility to assist 
informal sector builders in their quotations. This would improve the management and 
organisational skills of the informal sector and. at the same time, protect the Building 
Societies' clients. 

f\·lany low-income aided self-help projccts in Zimhabwe have in\'olved building matcrials' 
slmcs nm hy local authorities. These facilities ha\'e. howe\'er, hecn underutilizcd in the 
larger housing schemes due to the large distances between the stores and thl' 
heneficiaries' plots and the lack of provision of transporl.~1 Bcneficiaries have preferred 
to purchase from pri\'ate dealers who will deliver thl! materials to thc plot. It is proposed 
here that the subsidy of the local authorities in nlllning the store be done away with hy 
allowing private material suppliers to operate on site. 

::1 SCI! E\'aluation (If the Ku\\'allzana l:o\\'-ln~'II11~' Shdt~'r Pnfji!L:t Phasl' I : Rl'p"rt (In a Surw\, 
,If the Oenl!lidaril's offill! KU\\',IJzana HIIllsin!: Pnlkl.'l,· l:S .. \ID. 1985. 
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Presently, building inspection is the responsibility of the local authorities. Building 
inspectors who are lowly paid and lacking in motivation are supposed to check every 
phase of the building process. 21 Building Societies envisage taking over this role and 
using low-level construction supervisors to check on building progress. Since the 
program envisages the reduction of standards to a minimum acceptable and appropriate . 
level it becomes even more crucial for health, safety and durability that these standards 
are inspected and maintained. Realising that they need to protect their investment the 
Building Societies are prepared to take over aspects of the Building Inspectorate. 

S. SOCIO-CULTURAL FEASmILITY 

The USAID Zimbabwe Private Sector Housing Scheme aims to provide a housing 
opportunity targeted at those households earning Z$800 and below. The solution is aimed 
at full cost recovery and to this end the subsidies hitherto provided by the local authorities 
are to be removed, for example, in administering loans to beneficiaries through the 
National Housing Fund (NHF), running building materials stores and running the Building 
Inspectorate on low-income housing construction. To make the housing solution 
affDrdable to the low-income households policy directives will have to be effected in 
order to accommodate the minimum building standards proposed in the program. These 
standards should allow for a flexible solution in housing design to cater for the 
heterogeneity of the 10'.v-income popUlation. A serviced plot (with access to piped water 
and water-borne sewerage) of 150 square metres is seen as the present acceptable and 
affordable minimum housing opportunity, which allows development to take place that 
is appropriate to the household's ability to pay as and when he/she sees fit. 

The next step up in terms of affordability is a serviced plot and a wet core or toilet block 
which allows the household to move on site straight away and, therefore, save on the 
need to pay rent elsewhere. Another important consideration is that the families' 
presence on site also increases security of building materials and allows for easier 
supervision of the building process. Under this solution the family could constmct a 
temporary shelter to stay in while the house is being buill. This option has becn tried 
successfully in Glen View in Harare prior to independence in 1979 and many of the 
temporary shelters remain standing today 12 years later. It is anticipated that this solutioll 
will maintain present environment and health standards. and indeed improve the mental 
and physical health of those presently housed under overcrowded conditions. The 
reduction in size of plots will reduce servicing costs to the area and cut back on thc urban 
sprawl and ultimately on transport costs. During the process of building constmction 

:: Di~cussi(ln in the: Fucus Groups uf Homeuwners in ~laromJera alll.l Harare revealed that there 
were insuffkier.t huilding inspe:chirs and that since they we:re pUllrly pai,J ami under moti\'at~'d the 
~y~h:11l (If in~pccti()n WilS open to ahusc. 



familie~, particularly the women who traditionally undertake the task, would be able to 
grow vegetables on the plot. This food production is an important survival strategy for 
the low-income population. It is here suggested that once the house building is completed 
nearby allotments should be made available for urban food production, thus mitigating 
any hardship from a reduction in plot size. 

The one room and toilet solution on 150 square metres is preferred by the better-off 
members of the low-income population who are concerned with the security of their 
property and want somewhere to keep it locked away.1J The number of rooms 
commonly used by owner-households in the high density suburbs is three. These, 
according to tradition, house the male children in one room, the female children in 
anoth~r, leaving the third for the parents. Rooms in excess of this number are usually 
used for lodgers .. In the older more developed high density suburbs it is not unusual to 
find, in addition to the homeowner's family, six or seven lodging families accommodated 
on one 200 square metre plot. This demonstrates that, with t:le present housing shortage, 
to increase the size of plot beyond the immediate requirements of the hou5ehold merely 
promotes more overcrowding as homeowners seek to maximize their income through 
taking in lodgers. 

With an appropriate outreach program it is here considered that the low-income will have 
no difficulties in taking fuli advantage of loans offeree' by the Building Societies to 
finance the minimum affordable housing solutions. Building Societies will assess 
affordability of monthly repayments based on approximately 25% of the client's gross 
monthly income plus an additional Z$IOO for income from lodgers. The Building 
Societies are also prepared to consider absorbing the front-end charges of approximately 
ZS 1,000 for the registration of the bond into the mortgage repayments for low-income 
clients; however, this requires amendments to the Building Societies Act and to the 
Building Societies Regulations. All of this would contribute to the affordability of the 
low income group and avoid unn(;cessary financial hardships. Under the present 
overcrowded conditions low-income households are prepared to undergo inordinate 
hardship to secure a home of thcir own.2. 

The prcsent socio-cconomic conditions of ESAP, i.e. inflation and subsidy removal, will 
mean considcrable social costs for the low-income population or what the SDA tcrms the 
vulnerable groups. :.~ There is Ihe nCfati\'c effect of an increase in general price lc\'el. 

2.\ r-o~m; Group di~c\ls~i(lns re\'cait:J the heterogeneity of those ill the low-in~ome group and thus 
their diflcring nceds and aspirations with regard to hOllsing. 

:!~ During Focus Group di~cussi(lns the louging families indicatcJ thai they c(luld meet the front
end charges of ZSI 000 if they wcre given six months nlltkc. On~c a perceivcU affordahlc solution 
was availilhle they would find the money "ny hook or ny crtlllk". 

2.~ Zilllhanwe. (1991) Sodal Dimensi(ln~ (If Atlill~tlllent (SDA): A Programme of Acti(m~ to 
Miticall' the Sodal Cllst!' (If Adjustment. GlI\'crnm~nI Printers. H;Jrare. olltlines ways in which the 
Cillvcrnlllt!nt or Zimhah,wc will 1I1111l~~lIld evaluate the impact of ESAr 1111 tlw v}llncrahle gr(lllp~ . .. -
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together with the removal of subsidies on education and health. Through focusing on a 
minimum acceptable solution of a serviced plot with perhaps a wet block ~he USAID 
program focuses on this vulnerable group and offers an acceptable and appropriate 
improvement in the living conditions of the low-income. 

Through access to foreign exchange for the construction industry it is envisaged that the 
supply of building materials will be more readily available to the low-income group and 
that costs of building materials will eventually decline in real terms. If this is not 
forthcoming the low-income group as in the past, will bear considerable social and 
economic costs in the delay in (Ie building proc.ess. Either the process is delayed for 
many months by which time costs have risen, or the home owner must pay exorbitant 
costs for the material on the black market. 

Middle class raiding of a low-income hOlJsing scheme appears inevitable in a situation 
where the housiilg demand for the middle income is not adequately catered for. In a free 
market economy it is not possible to have mechanisms to lock out the middle income 
group, it is merely hoped that by aiming for a minimum solution it does not appear to be 
attractive to the middle class. This will be measured during the USAID program 
monitoring and evaluation. 

6. IMPACT 

The USAID program's most direct impact will be a substantial improvement in the living 
conditions of the low-income population, particularly of the women and children who are 
the main users of the household environment. The revision of building and urban land 
use standards to allow a minimum solution of a 150 square metre serviced plot will cater 
for the needs of the low-income population without adversely affecting environmental and 
health standards and will addrc$s somc of the problcms of ovcnlrbanization and the urban 
sprawl. 

The USAID loan's effect, which complements the World Bank's Urban II program, will 
be much greater than the number of serv:ced plots provided hy the local authoriues 
through the National Hou$ing Fund or the number of mortgages of ZS 15,000 or less 
approved by the Building Societies. The capital input into the National HOllsing Fund 
will provide a revolving fund through which local authorities can continue to service 
plots. The directed credit to the Building Societies will assist in financing the backlog 
of approved loans as well as the processing of new loans and the Building Societies will 
he in a position to provide long term financing for low-income housing. 

15 



Through the placement of construction related plant and materials on OGIL and the 
assured availability of foreign exchange through the program the building materials 
industry will have a greater production capacity which should mean reduction in 
construction costs with more readily available building materials for the low-income 
homeowners. It is also anticipated that the increased production in the building materials 
industry will increase job opportunities within this sector and also create more 
employment opportunities for informaj sector builders. It is further considered that 
through their co-operation with the Building Societies the informal sector builders will be 
able to improve their management skills. 

'~ 'he role of Government in the provision of low cost shelter will be limited to the 
provision of primary infrastructure such as roads, water, security lighting and sewerage 
systems. By removing the fundamental obstacles which limit Zimbabwe's construction 
capability in absolute terms, the USAID loan will allow much more efficient and 
beneficial investment of both public and private ~·esources. This will have a spread effect 
to the middle class and will make the housing market more accessible to the middle 
income, and enable them to marshal their own solutions within the privatization process. 
For example, under the economic conditions of ESAP the employer assisted mortgages 
would be more likely to be offered by employers to their skilled middle class employees, 
whom they ~ished to retain, than to unskilled general workers. This may help minimize 
the middle class raiding envisaged in low-income projects. This raiding may be further 
minimized by stressing minimum affordable solutions ef ~50 square metre plots which 
may not be attracljve to the middle class. . -

The policy changes will have a dramatic impact on the urban environment contributing 
to locally sustainable development (after the program is complete) by allowing individuals 
to take responsibility for the provision of housing through the removal of legal and 
bureaucratic buttlenecks. This will largely be achieved by shifting the responsibility for 
the provision of low-income hOllsing from the public to the private sector. There would 
he increasing participation of the low-income group in the development process through 
increased empowerment of the low-income group. This increased empowerment of the 
low-income population of Zimbabwe will corne through the provision of a nC>i.ihle 
housing solution and their access to private capital through the Building Societies .. 

Through faciliL:lting and encouraging increased private investment in Building Socicties 
the USAID program will also greatly strengthen linkages between low-income borrowcrs 
and large institutional investors and developers. This will have a spread effect outsidc 
the housing sector, with the experiences of the housing sector providing a demonstrati()n 
of the viability of low-income borrowers and of investors' commitment 10 devclopmcnt. 

16 



Page 18 of 21 

7. RELATED ISSUES 

7.1 Community Facilitie..4i and Servkps 

In order to serve the ~eeds of the low-income group, particularly women, low-income 
housing schemes should provide sufficient creches, schools and clinics. Whilst cuts in 
subsidies require that attention be paid to the allocation of an appropriate amount of land 
and appropriate building standards for these facilities, attention should also be drdwn to 
the possibilities of providing community services in multifunctional buildings. This, 
however, requires the co-ordination and co-operation of several Government Ministries 
all eager to defend their property and spheres of influence. The high density suburbs 
have many examples of under-utilized facilities,. for example, schools are not used in the 
eve'lings, at week-ends, or during the school holidays; community halls also are 
minimally used by the communities, for example, for Weddings or political meetings. 

Present land use regulations prohibit many informal sector operations from being 
conducted from residential plots. These informal sector activities are important sources 
of income for the low-income group and provide a useful community service, e.g. tuck 
shops selling groceries, welding, basket making and furniture making. The de facto 
situation is that many of these activities are taking place on residential plots and the de 
jlJr~ situation needs reviewing, in order that low-income dwellers can maximise their 
:~~nities for self-reliance. This requires review of local authority bye-laws related 
. to what' are perceived as non-compatible activities. 

To compensate for the smaller size of plots for low-income housing it is here suggested 
that allotments be provided for householders on undeveloped land nearby. This would 
allow women, w~ose traditional role is to till the vegetable gardcn, to supplement their 
families' diet and income. It is suggested that provision be made for households to rent 
allotmcnts on undcvcloped land from thc local al~thoritics. 

8. MO:\n'OIill\G A~~D EVALUA TIO~ 

The social effects of the USAID program will hc monitored closely. For the program to 
ha\'c the intended impact on thc low-income popUlation a considerable amount of political 
will is required. The local authorities must make every effort to target the low-income 
!!rOllp in the allocation of plots. The Building Societies must commit themselves to 
making their loan facilitics comprehensihle and accessible to the low-income popUlation. 
Local authorities and Building Societies need to commit themselves to the targets set to 
assi!'t women in ohtaining access to housing. To this end of meeting the low-income 
urhan dwellers needs for shelter the following indicators are suggested: that movement 
through the waiting list is indical\.:d and a monitoring of t1le extent 10 which female-

~ ~ ~ 

headed households. the elderly. and the poor may he being passed-ovcr he can:ied out; 
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that serviced plots are being allocated to those below the median income taking into 
consideration the targets for women; and that Building Societies are processing mortgages 
of 7 ... $ 15,000 or less. again laking inlo account the targel for women. 

It is possible that the increased efficiency of the' forma! construction sector through the 
USAID program might lead to a decrease in the market share of building low-income 
housing for the small-scale and informal builders. Monitoring and evaluation should 
consider indicators demonstrating greater employment opportunities within the 
construction sector and for the ill formal sector in particular. Prices and supplies of 
building materials also need monitoring to demonstrate their greater availability to the 
low-income urban dweller. 

Monitoring and evaluation of the social benefits of the USAID program should ascertain 
whether there is maximisation of the impact of the program on these vulnerable groups. 
If it is evident that maximisation of social benefits to these low-income groups is not 
being realised. then it is' here suggested that appropriate adjustments be made to the 
USAID housing program. 

9. CONCLUSION 

The USAID Zimbabwe Private Sector Housing Scheme aims to provide an affordable, 
accessible, acceptable and appropriate hOllsing solution for the urban low-income dweUers 
of Zimbabwe. 

After the policy changes are made giving access to land and title as a housing opportunity 
to be developed as and when the low-income are able, and the financing made available, 
mllch of the success of the Program depends on the political will of the local authorities 
and the Building Societies to allocate serviced plots and mortgages to the low-income 
respect" ely. The role of women and children as main consumers of housing 
opportunities must bc acknowledged and efforts should be made to meet the targets for 
housing opportunities set for female-headed households, who con:;titute much of the 
poorest section of the urban popUlation. Efforts must also be made not to discriminate 
against the older members of the community who may have been on the waiting list for 
a considerable time because of lack of an affordable housing solution. Building Societies 
should consider that mortgages offered to those over 55 years of age can be taken over 
by their children. 

It is going to be difficult under the conditions of ESAP to cater for the needs of the low
income group and much will depend on the success of the SDA in ensuring that the poor 
and vulnerable groups have access to the basic foodstuffs at affordable prices, and that 
they do not suffer from increased cost recovery in the social services. The success of 

- the USAID program.-in. Ittecting the needs of the low-income popUlation will create 
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greater demand for housing as an affordable solution is perceived. The impact of 
initiatives and the distribution of benefits will therefore require careful monitoring and 
evaluation, the lessons of which should be incorporated into further planning and 
development of the urban sector. 

10. RECOMMENDATIONS 

To contribute to the success of the USAID program in meeting the needs of the low
income urban population for housing opportunities and a better urban environment the 
following recommendations are made: 

(i) A target of 30% of plot allocations made by local authorities should go to 
female-headed households; similarly targets for Building Societies' mortgages 
should be set at 30% for female-headed households. 

(ii) More outreach needs to be provided by the Building Societies to increase 
communications with the beneficiaries. In order to facilitate this, Building 
Societies should operate an office on site. 

(iii) A flexible mortgage package should be offered by Building Societies for low
income clients designed to vary mortgage repayments over the year to cater for 
varying demands on the family budget. 

(iv) In the interests of community participation and co-operation, local authorities 
should allow those beneficiaries employed by the same company or members of 
the same co-o~\Crative to be allocated adjacent plots. 

(v) That, together with the plans of the houses, beneficiaries should be given a 
detailed breakdown of the kinds and quantities of materials required for each 
phase in the building process. 
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(vi) The Building Societies should include as part of their outreach program a facility 
to assist informal sector builders in fonnulating their quotations. and thus 
improve their management and organiSc1tionai skills, 

(vii) Private buildin'g material suppliers should be allowed to operate on the site of 
low-incom;;; housing projects rather than the local authorities running a building 
materials store. 

(viii) That Building Societies take over the role of inspecting the various stages of 
progress in Jow-cost housing construction from the local authorities. 

(ix) Local authorities should provide !l"otments of land, on undeveloped land, which 
can be rented by low-income households, on which to grow vegetables. 

(x) Amendments should be considered in the bye-laws to enable low·income 
households to conduct informal sector income generating activities from their 
residence. 

(xi) As part of a cost saving and space saving exercise consideration should be given 
to providing community services in multi-functional buildings. 

(xii) Older members of the low-income population, over the age of 55, should not be 
discriminated against in the allocation of plots and Building Societies should 
acknowledge that their bond repayments can be taken over by their children. 
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Institutional ~nalysis: 
The Ziuba~:n"e Private sector:-.ltvusinq ProMalll 

Emery H. Roe 

Executive Summary 

The Zimbabwe Private sector Housing Program has three basic 
components: expanding the Open General Import License (OGIL) to 
increase the supply of equipment, materials and spares necessary 
for low-cost housing construction; increasing the liquidity of 
building societies to lend high-density mortgages; and 
rationalizing building, site and construction standards so that 
cheaper housing can be built for many more low-income far.:ilies. 

Insti tutionally, none of this is neT': to the Government of 
Zir.:;:,ab ..... e (GOZ). 'That essential construction item, cement, was 
recsntly put onto OGIL; b~ilding societies have been lending in the 
high-density area since 1987; and GOZ officials have been 
2xparimcnting with different housing standards for some ~irne. 

~hat is new about the Program is its focus on pushing these 
~roce! =~s further and institutionalizing them over the course of 
the Pl·(:gr~m. OGIL \.,' ill be exp~nded in ..... ays that loaf lect a COZ 
com~it~snt to improve the capacjty of the country's construction 
i~d~3trr to build lo~-c~st housing. LiquiGity of building 
societi8s will be increAsed at a time whsn there is little or no 
liquidity under Cl:rre:nt financing mechaniSMS. O':ficial, rather 
i:.han ad-h0c, cna:1ges \dll be );lade in building, site and 
construction ~tilndards so as to make low-cost housing more 
affordable to lo~-inco~e families. 

ml i 1 e the Prograr.. c~;-.?on0.nts are r.;7.!.'2.i gr,t f on';a~:d, thE: 
lr-.stit.utionCll enviro',i:".2.:1t i:1 \·:bic:1 they \dll be t.:nder~J!:e!i h2.s b!::en 
2~j contint.:0.s tc b2 ~ turtulent and uncertain cne. The 
~~~~~n~~nt!3 s~~~~~~r~l a~just~e~~ p~o~=a~ ([S~~) underscoreE t~l2 
~·\..Juntry I s c.·.}cl ir,i ng e:.:-r.o;.:ic hcc:.l th up te· the pre2·2nt I a:1c the: 
effects of th8 p:resGr,t drcught i.Jill cscillate \01£11 into the 
CCllntry's fu ture. 'The specia 1 iIi,pact of these dif f icu 1 ties on 
Zi~bab~e's housing se~tor are discu~sed in the follc~i~g secticn. 
Khat needs only to b~ noted here is that th~se difficuiti8s pose 
both advantages ~nd disadvantages to Progrc~ performance. 

Most worrisome is the fact that even in the best of times 
Zimbabwe t s insti tutionally diverse housing finance and construction 
sector was unable to produce a legal low-cost housing unit 
affordable to low-income families. Almost as troubling is the fact 
that, as the country approaches the worst of times, its building 
societies seem not to be sufficiently innovative--now when they 
have the most reason to be--in finding "'lays to liquidate their 
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backlog of approved mortgages. 

Fortunately, the Program does not require building societies 
to innovate, nor does it leave unaddressed those factors vhich have 
hobbled the construction industry's capacity to produce affordable 
low-cost housing, namely, excessive housing standards &nd import 
restrictions. In fact, the country's current and continu ing 
difficulties pose a unique set of factors that work in favor of, 
rather than against, Program success. The housing affordability 
crisis is only getting worse, the drought promises to turn that 
crisis into a full-scale emergency for those it leaves homeless in 
the cities, and the increasingly large backdrop of the 1995 
election is sure to make low-cost housing provision a key issue 
over which Zimbabwe's multiparty politics will be contested. 

For these and other reasons discussed in the report, key 
government off icia Is and poli ticiar.s accept nm·/ more tr,an ever 
before the need to make more low-cost housing more affordable to 
more Im.l-income households. Indeed--and this is the J;1Cst i;7:port:::nt 
institu~ional factor working to make the Program a success--there 
is an extraordinarily ".:ide rar.ging consensus, both ,;ithin ~:-:d 
outside government and across Zimbabwe's political s~2ctrum, ~h~t 
what is needed is to (i) increase the private sector's cap2:ity to 
bui ld low-cost housing, particularly through expandipg contr .. ctors' 
access to forex for essential equjprnent, material and spares; (ii) 
rely on financial markets to provide more fur.ds for IC',v-cost 
housing construction; and (iii) change building, site c:.nd 
construction standards to rna}:e them less onerous and co~ti y. 'I":-:cse 
are precisely the aims of the Program. 

In short, the Program components of expanCing OGiL, i~cr2aEing 
the liquidity of building societies, and rationalizi~~ b~ildir.g, 
si te and construction ccdes are insti tutiona lly fcas itle. U .. ~h f G'.: 
exceptions, the organizations, units c:.nd po!:i';:io;-.s Lost 
instrurnental to Program success are ~illing an6 ~ble to u~5ert~~e 
the Program's proposed changes. 7here are cavG~ts, ~~~lifj~~tions 
cnc recor.:mendations discussed in the report 1 l..'ut '.:.he C\'(':'-2.:i.l 
co,:,:lu!:i.on deserves to be:: Et2te·: c:.t tr.E: C'1!t.~':-:: r~:_.(?' f.:::-:- ::r:" 
i:.c€nti','C::s '.·'orking for the. F!"ogrc.rn--thE· 195::: E:}~.::JL':'C:-.'::, 
z.;:"pl ify ir.g a ffordc:.bil i ty crisis, the drought c:n~ t:'1C c:~ .. :..-:.::.:-(:r ~ l'y 
co~se~s~s over Program co~ponents--outweigh the:: Gisi):C2~t~~~r. 
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~abwe's Hou~ing Sactor at a Glance. 

The keystone of the entire arch of Zimbabwe's housing sector 
be~n the diversity and depth of its institutions at all levels: 

o 

o 

o 

o 

The construction industry offers a myriad of different 
contractors--skilled and semi-skilled, large and small, 
in Hara~e and elsewhere--for all types of residential 
construction, including low-cost housing. 

Though faced with m2.ny of the same legal and financial 
constraints, the three major building societies (CABS, 
Beverley and Founders) are by no means alike '''''hen it 
comes to mortgages to low-income families. Beverley, for 
example, offers a Red Door scheme that CABS will not. 
The new Zimb2.bwe Building Society, in turn, intends to 
carve out and secure the market niche of providing 
affordable low-cost housing to low-income families. 

While building, construction and site codes continue to 
add excessively to the cost of housing, it is also the 
case that central government, local authori ties Gnd 
building contractors have experimented with a variety of 
building techniques, materials and site specifications 
through time and across localities. 

Lo\o,'- inco::le houscholds are themselves diverse. :·:ec ian 
inco~es vary by region and over the life cycle of the 
fa~ily. Some low-income households seek urban housing 
because they have no~here else to go, while for others 
this housing represents the urban assets of rural-t~scd 
fa~ilies. A focus on the below-m~dian income fa~ily and 
its problems in finding affordable housing should not 
obsccre the very real diversity and heterogeneity of the 
"10\/- incoJi,e household". 

',:>:::': t-.~.~ ~~1~E" C:c?th c:r;~: divErsity addcd t:p to? If \·:h3t Cri'".:: 

;::I:!1 ;1:'-":," in~ ~ :'l'}:et YGstc=rjay \,'E::-e--the nUi7.DErs are ~rbi trc..ry-
COO ~c~: s2rvic0d stand~, 10,000 new enployer-assisted housi~g 
ts, and :',000 four-rooD core hCl.:ses at today' s inf la tcd prices, 
-inCO::l2 f~silics wculd h~ve fcund the ~herewith3l to purchasE 
:7,--sor. . .-:hc",:, 50:-,S"':2Y and 5 oon. 1 True, affor~abil i ty hc.~ beE r. c:. 
ssing proble~, but it is diversity in shelter demand and supply, 

A general manager of one of the building societies told the 
ry of selling off some of his society's vehicles, where even the 
pany's casual worker earning Z$300 a month came up with the 
ey for a Z$10,000 car--and the books balanced that evening. 
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Ministry of Local Governnent, Rural and Urb~n 
Development (MLGRUD), including but not limited to 
local authorities; 

Ministry of Finance, Economic Planning., and 
Developmenc (MFEPD); and 

Reserve Bank of Zimbabwe (RBZ) 

within the Zimbabwe Private 'Sector: 

Zimbabwe's financial sector, including but net 
limited to the building societies (CABS, Beverley, 
Founders and the recently registered Zimbab~e 
Building Society); 

Zimbabwe's construction in~ustry, priv~te 
develcpers, and industry associations, particularly 
the Constructicn Industry Fec:eration of Zimbabwe 
(CrFOZ) and the Zimbabwe Building Contractors' 
Association (ZBCA)i and 

Low-income hou~eholds, especially potential and 
existing homeowners. 

ler irr.portant decisionmakers wi 11 be discussed as and \o.'here 
::cssary, e. g., the r-anistry of Industry and Commerce and the 
:-ld Bank. 

forU..~~or:straints ang Their Interaction. For the purposes 0: 
~ report, the Dandate and activities of key stakeholders can ba 
;wcd as a fu~ction both of their stated goals and of what thGy 
! as their cere tasks and neasures of effectiveness, given the 
,straints uncer \-.'hich they operate. ".s \-"e ",:ill see, thEir 
,avior is ~ore constraint-driven than goal-oriented during this 
'iod of incrc2~ing resourCE scarcity, These goals, constraints, 

the LS~1)} ~:'..;-.S' core tas}:s C.re di:-cussEc fer ec.ch sta}:chol~c:r, 
cons~~2ints ~~~ntified here are those that liruit the goc.ls of 
orSanizations, units and positions. other constraints working 

inst lo~-cost housing generally and against the Progra~ 
cifically c::re discllssed under the subhe2.ding "Disincentivc::s" in 
anizationcl Dynanics. 

Government of Zimbabwe. 

Ministry of Public Construction and National Housing. 

The portfolio responsibilities of MPCNH are wide ranging and 
er the maintenance of GOZ buildings, provision and acquisition 
government office space, and the preparation and execution of 
or construction projects for other operating ministries. Those 
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:r.c tlat i('2..:~_1_:1P.llS j~..'2J,nnd S..tn9Y est imates that over SO::, of the 
~,cca~ c:;.u':nority bids bcb/c.;n 1985/89 "-:0 lS'91/92 for l:;'!F urban 
~inance i"i!S left un:unded by HFEPD. UnderexpeTidit'.1:::-es are 
:.ttributed by }!PCNH st.aff to the shortage of serviced stands, 
'urveyor staff, anri c~~~pment. Shortage of building mat~rials and 
~oreign exchange are also cited in its most recent (1989/90) annual 
~€port as cOfstraints on ~he Ministry's Public Sector Investment 
'rogram (PSIT) budget. 

The NHF is not alone in its gap between requests, 
nd expenditures. After years of underspending, the 
cst im;ortant PSIP subhead, K (:onstruction Hor}~s), 
·c~sic.2r3ble overexpenditure: 

FY Provided Expended 

985/86 Z$ 111,495,000 Z$ 71,883,570 
9S6/87 148,147,000 1C3,180,090 
967/88 279,315,945 2~7,418,866 

9£8/89 258,037,600 247,389,477 
989/90 315,541,000 286,7£8,988 
990/91 394,717,000 448,394,958 

provisions 
Hinistry's 
nm.,r faces 

n the recUt-rent side of the j·;PClm budget, the ~\nount provided on 
~e s~laries line as c. perc~ntage of the anount requested h3s been 
=clining in recent years, as has the r--ercentage for the 
lintenance and repair subhead. For the l~st three years or ~ore, 
~f.' }!inistry has requ ::sted :·:~EPD tQ fund the posts of l~r.der 
~cretary, Chief EXGcutive Officer and Principal Executive Of firer 
~r NHF ~&tters. Treasury has refused. 

TherE is, hcwever, a third level of analysis i~portant to 
.lterpreting the constrnints on l·:!-'c;m, and that is the TreasL:.ry 
2rspecti ve j u~t nentioned. ".ccoro ing to the Treasury Under 
;:cret2.!"Y respon~ible for its recurrent budget, l1PCNH is a "fairly 
:fici8nt" Itl.i.nls·cry, e.g., tr.e ratio behlE:~cn its sala:-':os and 
JPport costs is rsli:ltiv(;ly 10'0.' (c??ro~:iT.12.J.:elj' a quartr.::r of the 
!~g~t i~ ~evcte~ t~ s2J2rie~ a~j al10~2nc2s). I~ the ViE~ o~ th~ 
'\;;2~uri- t~;.de!- S'?c::etary rcs~Crr;sibl~ fcl..- its: PSIP budgst ,,·he:!"€ 
~cal au~hority housing projects F~a~ up, ~PCNH is "really doing 
~i te \!cll," considering the constraints they are operating under-
lrticularly in forex, materials 2nd staff--a:::-e not of their own 
',king. 

Hore important for the Program I s purposes, "def ini tely hous ing 
~ a priority" in MPCNH, according to the two Under Secretaries. 
'hey always come prepared to defend" their PSIP requests for 
Jusing projects. EVen though there are the problems of full 
'nding and implementation under Subhead L, the view on the 
'easury side is that MPCNH takes housing seriously., The 
Jrthcoming elections will keep it a core task, as discussed below. 
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authorities for s~~vicj~g st~n~s and buil~ing GOZ-funded lC';-cost 
~ousing ;~oje~t3 ~;as actually ~i~bursed in 1939/90. Accc~din~ to 
t:le Nr:C~:r! 2nn~JJl n:;Jo:-t i.ientionc:: e2rlif:r, 

"; .. ;:'ot;:.l cf $15 42-0 000 ',.;as allcc<lt2d to local authcri'::ie~ :o!" 
tha ~rovision of serviced stands and construction of lc~ cost 
hcus~s during the ysar f.:Dded 30 June, 1990. Of the ai:lount $2 
230 000 had been disbursed by the end of the finer-cial year." 

The reasons given for w'hy the remainder of the funds '.\'ere nC.Jt 
released include: 

a failure of loc~l aut~orities to obtain MLGRVD approval 
for borrowing powers; 

o 

o 

o 

o 

reluctance' of local authorities to t~ke up 2 lo~n burden 
~11ile still awaiting the Dep&rtrnent of Physical ?12~~ing 
to proc:uc8 layc'Jt pJ2.ns of t:",;( '-'.:'22.S t:c b2 ·-1c.·,'clc.l)E=l 
(I,jLG~l'D ~3.y ell so fail to prov icc fU:ids for priric:ry err
site inf:.:-~~tn:cturc, like sE:.;,::r?:;,,;: treatr:',ent plants, 
necessary for the cpcr&tion of the serviced sta~d); 

delays enc.:>~m::Er2d ry loc.].l i:uthc:riti~s in recejyi:lg lar,d 
survGYs of the sites in question; 

in~bility of obt2ining brickS, c9~8nt, and other buil~ing 
~aterials in a timely fashion, if ~t all; and 

j·:LG:K.L~:' ""ithhcldinsr ne",' loans to local authoritiEs alrr~?c:r' 
in arre2rs on past loans. 

In Dhcrt, i~ple~cntation even core th2n lack of funds h~s b~sn the 
problem. ,;cccn:1ing to its j,ss istant Director of t:C .... IE:': i ng I the 
Harare City Council has spent only a third of their curr~nt c~pital 
budget fer servicing Et2n~s, yet no serviced ~tandE are s~id to tc 
a,,-ailable. Tn2 ir.l:neGiate difficulties r.!:'t, a~uln, 12'.cl: 0: 
equip;,:,en".:. ~nd sJ.:illed p(:!.'solln-:~l, Pi.:·!'t~"ct!12rl~' counci:!. e;;c;in'2ers, 
surveyors 2nd £rchitccts. 4 

Differences in thes~ catters bE:~een lerger and E~211(:~ lc=a} 
authorities, as \o!ell as \lith:n sO.-:'Ie local authcriUss, a::e 
described elsewhere in the report. 

/·:iliistry of Finance, Economic Planning and Devolopment. 

l1inistries everywhere are advocates of their o\\'n expenditures, 

4 A more detailed list of specific problems is developed and 
discussed in the Program's technical repo~t on the land and shelter 
delivery process. 
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;~ u t h::1' i ':..-/ !'IC,,:'l s i ~g prcj acts are s.::i d to :5.,.~a:·~ thrOl.:S: h , ('·:ica ;'L."C~;i1 
~~~ !~a~sury ~gree on ~he final figures. 

;::-: . .,..~ :,~2.JCL- problen \o;ith ·:.:;,i5. pr·.Jc:2SS is t:""2t it diJ~S :let 
.:.;;~.: · ... 1::.-(..:;2 ;';PC:~H or :·:L;;~I]D to set priori tics pr io:- t::'1 s~br.li 'C. tins; its 
propos8d 2sti~2t~5 to Treasury. Khy licit the requests f:-om yc~r 
d=-pc:r:-,ments an~! c.i visions, when you neve: kno'.\' your targets '.~nti 1 
~h= rush ci prE:!pa::.-ing· the estimatt~s for :;ublic2'Cior.? ~lct 
si.l:cpr isingly, n,inistr.ies that do not }~now hO',-i l:ll!C~ they can spend 
'.·;ill l!."equently not only ask for too r.n.:.ch, but feel under roo 
co,nrulsicl to pricritize wha~ they as~ for. Housing is a priority, 
b~t ~~en so is everything else. 

?'~ir.S's are said to be changing. The Ul,der Secretary for 
f~r:ancE:! in I1PCi·m !las requested ceilings from 'l'reastAry, 50 as to 
[o~ce his ministry to fra~e not just esti~=tes but these priorit~ss 
i.·5 ',;.:::11. The l·:LGRl1D ef.f icic.:L respo:~si::.le fer ccordin;'lting hi.~: 
J~\.:dS"(~·,,: ~~~:':;\:.s.:- iO:1S h('.s lor,g c2.!l~d fOl" a clc·.z:o€r link b2'C:.wee:1 liD? 
t::!'S"p.~s 2r,1i the .:n:':':'21 PSI? budget s:.l!,);:"iss:'or.s in !·~LGF.uD. r~he 
'_·r.'::~.- £·:::cr:st:2.Ci2S in ':;-rc<.:.t,:~y l"E':3'p'::msib:!.e fer the j·:?CI~:-f recurrent 
:;;'IC I'~IF ·n.1ds·~:'s S~:~· ceiLi.r'0~ ·3.1-13 coni:1g, 2S is c. ~:on,'2rd budget, 
roo',: 12':;';s~: l);l t:i8 r~c:..::rr(;:n'.: s.>:'c. T::'e rE~.SO:1 t~H?Y, and other 
:·.:~~.:...:,· . ..:r-~s, :_-::e ; ~t. u:1 li;j2 ~r~t S-=:'8:7.S iro;jic.:c.ll}~, i-t is said, frOTIl 

-~rJf~ \-~\)r}: r::"c.!~SL !-,::s oi ES .. :"..P. 

':8rt;:-.:i.itl~', t.he F:co;'lOr:lic r.C:!fOl":71 t;;',c·cur:snt lieS est2blisbE'c. 
I' 9 1 c :)(.1 II c e i 1 i ;; S s ~.:i t h :i Ii \'.' hie h GO Z P. S t i r: :: t e s <:. 1-~ f :: c:. 1" ed, G. S ., 5. :-l 
:'; i::- i :.,0' r:::: \'.' t~:!.:!': (':1:1 s 1 c!.- c: :'jC'0U r Cj s: :. J;0 ))1:" od~J ct i \'8 ovel" soc i 01 
(,:: ·i::t;:1C4.l 1: Ul.-C!S • ~ S.:~I..' c.l S0 :-~c f':Y;-~S -co !:E 't.~ .:..ns l~:. t i ~-Ig intc 'r1-c ::. su:cy 
;::!,.::·:':Jvir.:J :~(=;',.', if c.;·,y, stJ!~'pJcr.2;-,-::?1 alloca-cio::s t.o the r.1inis'.:.ries 
:0 c::· .. ·<::- ~:!ur'.:.f2:11s ir. ths voted buC:g-et z.llc:::;~'dons for this 
..: im:.nc i~ 1 vc:;~~. T rG.i:sur~' h:3:; Dsccr.:e "T:.Qre strict'; under ESl,.P is 
!":~ .. ; ;:!.CF'.;]:) ~:ld l·:FC!:E b'..ldgct cffic:lz.ls describe W!':2t has Deen 
f.: j.:'p::r~:n,~·. r!olding th2 ll=~r- c.,n s'upple!!',entari2s dOes reore for 
~':T2n,: 1\:· •. ·:r2 cCjjt~'Cl, though, t!1c.n for rriori-:'y-sctting. In 
~J.·i.!.::'::i.,.~:.l lcr:-:-::, tf.·': lac}~ 0: pr,:cl'ity-settin~ bE:n~':3ts the F!."c~rCii7l 
',::: :.~,:,ir.:~,:):!.":.:i .. ~~ t::·::! ~!?C;~;:, i:LG;:';l ... :D am: loc;::l c.'..:thority foc'L!s cr, th~ 
._·:!:\-5_-:;::~ ;-.;~,.;~-,:. : .. ~:. "~!.8 bc.~ic (:ere c~~~cr.e:--.·::. to \,'h2.te\'er rlOtlsinc; 
· ... ~:.:c~:"'~·,,~3.'?::. . ..:;-:.:;~.~:::~ ~ .. :-c~. -:.t:-; L:-!r"!t::l l:,~:)getin;: P:"OCG3S. 

Reserve Bank of Z ir.tbabl\'e. 

'lhe; r.~s-srvc. Bu.~: of ZiF'.~ab\·:e stands at the apex oi' tt:E: 
c0untry's banking and monetary systen. Established by the Reserve 
B?nk hct of 1964 anti growing out of the 1956 Bank of R..'1odesia and 
Nyasaland, the RBZ carries out all the traditional functions of a 
central bank, serving as banker both to the country I s banking 
system and to the GOZ. It sets liquidity and reserve requirements, 
regulates and supports the commercial financial sector, and 
interlenes in the market to regulate interest rates levels. In its 
capacity as the allocator of foreign exchange, the RBZ operates a 

f" \ ~( ) . 
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~C~;listi~,:::ted al:!.oc,::ion syste;n ,i.",''Jh',Li9 b'Jti1 r:~c ~~::;:l~,.:' :.':" 
:,ri·/,3t:.2 s::;ctcrs in tt:e d!~t.2r::iin;~tiol of fO':-2ig:i (.:::c;-:::;:,~e ,. ',: ~.l:!',:~,~ 
to t!12 sectc:s. 

Fe:' ~:-~,~ pun:",oses of the Progr~;n, t~~ R~se::-',.'; f~2.;1,:: (::. ~ :;-,:';:, ::',:r:: 

e:-:0:;;?11tle.:; the cn~ pos3ible e.:.;ce,?-cion to ti"e cC';l:~~,-:-.i :·I:·-',:.:."i·:'-~: 
be:~~vicr of the Progrc.:'l's key stakei10lde::-s. I~ .:..r.:-",:::,:':-:~:' .:,:-, S,:,:.:;'
cri,,_::te:::, it is tr.e vie~., wi'chin RBZ, arid !:;~' e:=":~::sion :'!~;--=~:':', :':.i:C 
C:C,;;S 'let \.:'c.n't to see CGIL become a patc~nlcr;~ 0: s;~;,,:::,:;':',_::"'1:~:'-r:'::"", 
ea~'nar:d.nc;s, ""here ODe donor seeks to e:-:pand OGIL for th2 ~:t.:r::,o~'i;;5 
0;' promc'tinq on::! sector, \Jhile anot~er d:mcr ;::,x~::::cs C::-,IL '.:.0 
:;,ro',1(;'c ~ a cHffer2nt sector. Fortunatel y, O'.~IL' S :'l":'''C·:-::'t.:'"': '; ':. ":',. ,', 

t!r:~.:'.:::ir;Ct::.j featu~es ~pp("ar suitable fo!.' uC"~ r:,"" ':i.':' ... ' .. 
acc~~~in1 t? En of~icjal of MFEFD's £xcha~~e cc~~rcl ~i:~2: "~' 
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Un. il recently thsre h~va been three ~uil~in~ ~scjetiE~ 
est2blished under the Building societies Act of 1965--thc C~ntr~l 
]\fr ica Lui Iding society (CABS), Eeverley Sui lding society, Cind 

6 For rrlore background inforlii2tion, see the 1SE5 J1ct~_sina 
finance in zi~babw8, prepared for USAID by the National Councils of 
Saving Institutions. 
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BEST AVAILABLE COpy 1 , .... -, 

~~r= dilemma l3 desc~ib~d 
~y ~~e Euilding Sociat!es 

i :1 "':. :-: =~ :- 2.": e n t 
AS.30Ci.3,tiC:1 ':0 

l;r~;1..:! As.c:ociatio:1 is consc.:!.ol.!s of the dilemr:1a faced !:Jy :,1c,n2ta:-:; 
a\~-::~orities in setting building society interest l·?'C;~S. C", 
-::;:~ o;';e ha:-Id, retail depos:ts ;.,d share inves'.::r:8i1-:' C1~"2 c,'C 

:J::::::::;en~ noe cOlr.pati ti ve and canno:. conti~u~ to be P.::?Ss;s·,:l ;:>210-,: 
~a~~et levels without drying u~ the societies scurc~s of ZU~~S 
fo~ housing and se~iously da~aging the, structure of tl':.e 
~ovc~ent .... Cn ~he ot~er hand, the cost of bui1~ing societ~ 
i'-:-,·::5. 'I':] 1:a5 ::>eC0:7.2 ::\::~ e~pe~sive, par':'icula.rly f..:r ::~-,,3 L:-'\'e: 
5" ,~C-;i, ~ g::-C;":,:J ':.-is:1'~::!'J to cUTcr.ase houses '::1 t~le hi':-f! C::;',::;! t,,
... _ :.-.,: ,-·rid ~'1E. .• 1 :~::." i:::':152 in the r:lir1.clc irlcoIile g"~::~_~). .: 

·:·· .. 7~.··.:~ !'2',:.8S CU:'I-:l',~.:'~ t:) ::i~a ~\o'e cOl~ld be CCI~t.I=..::::·:~t.:r.,:: :: . 
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In terrr.s of contractor associatior.s ;'.G,=t:1'::' t.o regulate and 
monitcr industry practices, the Constructio:1 I~~ustry Federation of 
Zililbab\o,'e, or CIFOZ for s:l'Jrt, is the legally rcccgniL~ed b0dy 
repres~nti:1g Zimbab\o,'t!' s construction inc:ust.l"~·". C:FOZ f..3,S its 
;~isto.:-ical origins in bedies established 'co 'LE.S'.lJ;:--.t.a affc.i:.:-s v;'i.t.hin 
the construction industry and to maintain st2~dar~s a~d procedures 
in'trada and professional matters. 'The ~~orld 52n}: report fC,U:ld 
CIFOZ representing som~ 400 building c.nd c~vil engineering 
contractors, so~e ten percent of whom aCCGun~ for zt least three
quarters of the industry's tot.al turnover. .1.1: is important, 
howevAr, to recognize that more than 60% of eIFOZ me~b2r companies 
::r'~ t;~':::Jght to e:"!'\ploy no more than 50 pers::ms. 

~~8 Zi~babw~ Building Contractors' ~s~cci~ticnr or Z~CA for 
s~on:, ,~s a ::n.:.ch yot:nger crga!"liz~,".:ioj"~ \;i".:)-, 5.:~::: .::.:::gj;-Is d:='i:.ir;g "':0 
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preferential treatment. It is clear, e.g., th~t the upper echelon 
of CIFOZ contractors have little in co~rnon with the ZECA m~rnbe~shin 
as a whole: The finance and materials needs of contractors diff9~ 
between the associations, with ZBCA builders saying they lack th5 
basic working capital, equipment and br idgi.iig finance that tnl: 
average CIFOZ member has access to. 

Yet such generalities obscure similarities that exist between 
some CIFOZ and ZBCA members and diffeT-ences among members within 
such an organization as CIFOZ. Spares, equipjjlent and transport 2.re 
also a problem for middle and lower echelon members of CIFOZ, as 
t h.·:: ,~r9 for ZBCA members. Hhere the InrgE;r CIF':OZ cor:trcctcl" 
J·i::·ll't in the bur.iness of doing 20 IC'o'J-'::os-c houses a:: C\ z.'-,vt, iI i:,~ 
one put it, not ~o for some CIFOZ mem~~rs, ~~d most ccrt2i~ly n2~ 
thi: case for the ZBCA i:18mbership. The results (If a JuJy, E9J 
CIrOZ sur'Jsy of its 1'!:E.rr.ber5 vehicle neec.s hc:!.C:: jl'.:"': ::'5 \:G~l :~C':c' 
Z::'C.2\: 'I'h'3 cV2n:h2::::ir..J reCdll':.">st cf cor,:c,:c:cto::c~: :':::; :-i.": c.:"jS··~·.C .::. ::-.:. 

I!~.d·=:·~d, !:~;nt:. SIFOZ rr,er.;::~rs t.l.::r:~;i;C c.~~":1 t.,c. 0::::::: .~~<: :~ . .:.:.:'.:: .:2:'":: .::C." 
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the Program's design team. What must be underscored here is their 
diversity. 

A US.1\ID study, Household Incomes IExpendi ture Survey (February, 
1992), reports' that some survey households hove been urban 
residents all their lives. Some visit their rural hones, if they 
have une, infrequently while others visit seven or more times a 
year. Some wanted their own urban house, other don't. 

Nonetheless, households are being homogenized by the 
affordability crisis. Where the 1988 USAID Evaluation concluded 
that "~bout 75 percent [of the lnw-inco~e households] can afford 
'~::'oo.J fC't.::::--r;:>om core at a burden level of 27.5 percent, II the same in 
~o wc..:' holds today. Although sampling frames differ, it is 
i:;dicati-.T8 that 'the 1992 survey households were barely able ";:0 

~atch in~lcws and outflows, i.e., "low incorn~ households spend Ell 
C.' ("V2.!! sli9'~1'~"ooly more than t~=y G3rl1 ' . .:it.h )";0 S2.·i~n;;s". Diversity 
is c)'i'.'il;::-: ';.;.::.:v to tile sarr.(' proble:::',s of sl:.~oo.;i"ir.a, Hith r::o::.-e 2nd non:: 
·:'oo('.·,;coo·.h.~ .... ';.'.s loo~,oo"".c-,I.OO.Jl'P to -.r.:coo··' "-''''-})l'r~' .-~, .. - " .. .;: ...... ·~" ... 'l·cr.>d 5 .... a,..,·" __ u_, _ _ __ aJ..l. .. "",, c..J.j''- "-:-;, ".IUJ..~ \.. .... ~.I1 a :" ... ~_\ ..:.. '- .aiU 
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cor.stra ints than goa Is, wh ich means th.9~""orJ.y_rlQ.:-3_._Cll:~~ut 
2.:c'.)cesses than outcomes. This dynamic is certainly at h'cr}: i::l 
Zimbabwe's low-cost housing sector genera lly and in ~~8 d2 .. :;: j '~:1 
of the Program specifically. Some government officials h~ve, 
for example, expressed concern that process of ~et~ing CGIL
imr0rted equipment, material and spares to the site for low
co~:.t housing construction be controlled and explicit. Private 
~ector contractors. see that les~: of a problem than t!1'~ 

b~ttomline of ensuring that the lo~-cost houses ~ct~ally 9~t 
built • 

. ~ •. !1C~ so many constraints exist on th.e ~~ of re~·.~u1-:'£:~~ ;::.: 
2:.l.;:>lio: nc.nagers, they tend t.o be IilO:-e d.~~]~-c.v,:~Si:l' The :. :;:;: 
~;:ample of this dynamic is the high degre3 Cl: c~ut ion 
::::':hibi ted by government official s in the are::. of chc.r'sL-.g 
building I site ar.d construc~ic!1 standards (litCr-Eo b~lc'\"). 1r: 
~~ntrcst I private sect.:>r contrac;.:.ors hcve t ~~.:'! :-'''': ::.1 i::()::-c-.: 
I .• !illing to let the ma:::-ket C:£c.:ce ,,;hat ' . .'i1!. s21::' f:;~': ~.c.::. 

T.~~~.J.L!l" .. ~.ple r.:c;-!..~t.;3.i ~7-;. __ o;! _~_~'/ ~:;'.: .... ~~:.._~: .. ';.._ .. -;_~_ ~.:":' :~"_~L'·\::;"~·~ ____ ~ 
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multi~le constraints driving th~ key stakeholders just discussed is 
that no one has overall authority to control the low-cost housing 
sector. The Program has been designed not only to accommodate this 
fragnentation of authority, but to use it as a precondition for 
Program success, as we will see in a moment. The fragmentation is 
best exemplified by the currently low probability of getting low
cost housing constructed and occupied by low-income households: 

'oo ' .. 

:';'. ';'.!'.".-

If it is not satisfied with low-cost housing services on the 
open-market or, as more often is the case, housing simply 
i511' t available there, the household puts its name on the 
local authority's waicing list, assuming it is eligible to d= 
so. If on the ~aiting list, the household can be jumped over 
by others who, e.g., have quite legitimately gotten mortgage 
gu~rantees from their emr>loyers. If the hOllsehold is at the 
h·~~d of the list and th~ loc~l authority has the land, the 
1211d nt:st be sur~eyed and serviced. wten title is issued, ths 
building society 15 thE~ in a pnsition to raview t~; 
h0us!hcld's application fer a ~0r~gage, asst:ming the socict~· 
~::.; ]5.c:uid t:::1d stiJ.I proces:;i:lg c.;·plic.:.tic:1s. If ~!j':: f:~1.lsc.:;;Jl~ 
~~ eligible (i.a., the mGrtg3ge applica~ion has tEen 
E:.?:);:-o'/::d), thf: !-'.(jt:::~h0~.c1 T.i\.:.St !:Jc ab} e to pay the t:'ansfc:c Cincj 
~;'.Jr!::" f"GS in crear to J:·r;)CEE".:; t:.he :~.::·:"C~.J?e. If til:? hC'.!:cnold 
is ~tl~ to C0ver th~S2 cxpcr~~3 (~~ i~~reasing p~o~le~ fo~ 
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~_!>~".·t:its<:: the p::-obc!",i lit y t.ha t \ . .:~.c: t i; ::'P?E:I.S e~ r lyon in -c.:h cO; ;'>1" occ~, 5, 

nc..r;1~ 2 y, sE:rvicins a. ~;tc.:jd c: ric". cc·n.::t.:;:uc'cir:s' ;::: i;,H!}:;i2.1 
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superstructure, are dramatically improved. 

The conditional probability is, however, a function of the 
time horizon used as ~uch as the number of steps followed. What 
holds for the short-run (e.g., up to the Cabinet reshuffle) or for 
the medium term (through the next year of ESAP and drought) will 
look different in the longer-term (say, to the 1995 elections). 
Overall the pressures are working to reinforce support for the 
Program elements through time (see the Incentives section below) . 
The point to remember is that even in the best of times, housing 
provision in Zimbabwe is necessarily a process of different people 
at different times and in different ways contributing to any given 
d:cision, thereby making coordination by planning or ce~tralized 
co~trol very difficult indeed. 

That is precisely "'hy having the private sector as the 
armatur3 of the Program is essential to its success. Only the 
price systen, with freely communicating par~ies mutually adjusting 
t~e!r actions in response t~ others, can coordinate such a procesE. 
"- ... d t ... "... ...... . - . t... 1" .10 governlTsrll.. apar men\.- or lr.1..2rr.unlSl..er23.1 COmml" _G3, 81:. a.l.o:1€ 
.:: r:I~J,jr (.un:J:,-" like USA:LD, stands a c~ .. ar.c2 (:f rr~~eauc~a~:;.cull~~ 
ad~!~istering the low-cost housing sector, and they ~0uld gre3tly 
e=b~rrass~d if they tried. 

L'L j'~A.~Y_.~?l~~!_rO'i7.!T,u~t.~atLQIl.J,-!2]~_.Tr.e P:::orJJ~. Or.C9 th·:. 
;0C~S i~ G~ ~he willing~e5s and ability of organiz~~iG~s, ~nits &~d 
:.:- ..... ::.jCl~.15 inst.::u;::r;.r.tal to the: SuCC'2S~ of ',:hc> Pr:or::r.:·r,: to [r2::~l"·; 
c .~::-,' .. ::.'~: if:::: te 2nd. (1ei j u ~t ~.hG i~ a s~ i Of. S :..;~ ~ .. :- £ [lC n~~c -:0 r :.:-):. c: J.Y· 
,=~~::;.:,?.!,.-,:: .·..!\1r:11"..:S, ti1t3 O~\':'~:':S C::·j~_stitJ:-~ :)::C~ ""2~~, Ec\·/ \"::11 I:..~e tf:":':,,· 
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t..!:·:·.i .. :~ .. ~.:.::~ :r.r:t. c:":"y ~. c':" .:~~ ~:;e:."'C".=.:~·c c:" ..Ic~::, ... ·~::.:l (,~:7"i::.'::."::.· 
~'. ':'_:.~': l.:~':"":1;:' :c·!- l.:-:.-:"~:··i!·.;} : .. ··~.-... :-:..:~s i!: f~:;~~:.;i·:- :".!'"". >'~:' .. ~'-:--"::,~::, 
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::1.' ijr'::: r::! SJci,:.t.i2S c·.::-:-tc.:'r.ly feel tJ.€.~.' :-Ia. ... ~ c. ::~.il".::;:-?: ~:-: 
c.:.:'~7,:7,~1:rl:C.~i.·tjGJ1 ·n1i·~!"'! ·::~-.e r~,L:~ cvel'" t!:.a r.10~~t.~2.,;e rc:t(~ i~=:;::c. In 
~e:lit.y the b'o cO:"I!.::lnic2.te qLlite 'viell: i·j8etin-:;:;:; C.r::: h,=ld, 
)::('\s:·.·~::Cli !-.c.!'·32:S <.~iSCliS2Cc1, corrective m.3asu!'"as l."eVi2~·:E:d. 'Ihsir 
p!.·o:~l€::m .is ~.ess cCl:lftmnic2tion th2.n t:,c.'t their basic intG:!:"t:sts: c10 
not coincide, at least for the time being. 
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aut '",hen it comes to changing building and construction 
sta~dards, there is a real problem of communication between local 
authorities and central government. The GOZ is highly .;entralized. 
Field officials habitually look up-~to Harare, to the headquarters, 
to their superiors, to the donors--for decisions, innovation and 
leadership, instead of down to the voters and beneficiaries, or 
horizontally to their colleagues in the office next door. There 
are exceptions and some ,of these are identified below. But it is 
generally recognized that, if change in standards is to be realized 
across local authorities, the center will need to take the lead, 
communication will have to be at least downward and outward, and 
some local authorities may lag behind others in effecting the 
changes (e.g., some smaller town councils say it is the larger 
municipalities which are the more conservative). 

I.t •. --:~!;tives/Disi;,centives. As ,dth the co;,straints on 
3t~k~holders discussed earlier, problems in authority and 
CQi1li:".ur,l cation <:re not c.utor.,a tically disir,centi ves to underta}~ing 
~~8 ~rcgrc.n. ~h~t i~ a;, incEntive or disincentive depends on how 
':~::;,o 2 £ t2.J:eho] ders inte:C.J.ct \li'ch I?ach other for the purposes of 
':':-,l,[:' L::.:~~:~ t ir:S Fl"es !'2l7. ,":cti vi'.: i8S and continuing then <:lfter its end. 
;;:~ i:~,; s!1.:1J. !1'::'." ~:€!e, th~ Program l'equjrer.:ents recast so:ne 
~=c ns-::.;-~ i r~~.f i:ltc 1)r2con::1 i t.5 cns 1 L"'r Fl"'ogren, success. 
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(.:r.\-,':1, ',':":;;C'Jt j;ll.lC:-a }·0'.)8 O:C t:18.lr situ.::.t':on ir.:'.Jrovi:.:: 
dX":::rr,(_ticoll~" b2[Ore -C11'2 end 0: 1993 i e;;;d houses built. 
o1,':.gin;:.~,!.y as j,o'.:-cc;:-";: sh.::dter are: nm: :cese1ling c.t 
p:ric~s :'0 to 1 CO perc~~it_ hig"l~r tl1Qi! ~he c.lrency i;,f) ated 
prices 1m/-cost housins is currently being built fur. 
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o drought-induced migration to cities, which will catalyze 
the affordability crisis into a full-fledged emergency 
for some. Epworth is said to be partly a creation of the 
last drought, and more can be expected in this one. Not 
to put a fine point on it, any housing program 
implemented during or after this kind of emergency will 
look better simply for having followed, rather than 
preceded, the.descent to rock bottom. 

o last, but certainly not least, the extraordinarily wide 
ranging consensus, both within and outside government and 
across Zimbabwe's political spectrum, over the need to 
~ndertake precisely the kinds of interventions prcposed 
by the Program. What is needed, it is generally agreed, 
is to (i) increase the private sector's capacity to build 
low-cost housing, particularly through expanding 
contractors' access to forex for essential equipment, 
inaterial and spares; (ii) rely on f inancia 1 ;narkets to 
provide more funds fo'£' lcw-co~.t hous ing construction; and 
(iii) change building, site and cCl1structior', stc..ndards t.J 
~::J.:.3 'chern less onero'..lS and costly. GrC'.J1i:eC I c..n21ysts 
dis2gree ov~r pa:!:'ticulars, but a "good" public policy is 
cO:i,~,~nly defined as one that a variety of an2l1yst..3 e.:;,ree 
~ith gEnerally, and the Program certainly p~sses ttat 
test. 

spcc:i ric inc8nti ves are a 1so at ",:or}: to incre.::!.se the cllances 
cf su~=ess In 0ach Program cc~po~ent: 

c: },::. C::rr.. 2:.:?c.nsion c:.::~r.ed to t:-.,:; c:c,r:stn:,::tic:-. :.!"'.C\.l=.;.t:"~, 

S,; :::.:: cc:nsi':':'2r~i:"lc \.;:::" i:1 a.:-:dressing ... :IEt IT'? ::::;: s~.~s C.S 

·r:.:':l::·~ 1:e'.lG3 ::'0:: tno':' i:!C:u3"C.r~·, i.e., ue2:.:-:~n~~ C;[ :~::.,~::;: .. 
L~C~=~~2 rEgu12tic~5 to c~~~18 lo~~l ~2~S~~~~~:~~ 
~.:~~.,:~,: ... &':'c.s \:.c PLl:'-C~· .. :..:;·-= :-lS~'; :J:"~~r,t ;'.!'1C: ~(':~2i;::.lc·rlt·r. 
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i:ac.us·Cl."Y £):i.c··L~ te" t.raci: c:c ·C.,ti1~l"'.J.is~~ C;"l::.;':::r::l C:·:,i, 
:r..pcrts (Le., t:"I:; Joint :!:!ldl.lstrial Cor:·n:issic;j ~"::. ' •. 'Eol: ;.s 
CIFCZ end ZBC.t.. sec:'-Etc.riats). snould tbot. be ces!lGo 
n0cessary. Ce~tainly, a list of low-cost ~~using 
co~st=uct:cn noeds, both fo~ ZBCA ~nd CIFOZ mG~~:rs, can 
l::e ccr.-:piled fcdrl~' easL y end quicJdy by t:",cir 
secretcriats. 
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Building Societies. 

o One of the more encourag~ng developments in the housing 
finance sector has been the appearance of the Zimbabwe 
Building Society. Even if it never gets off the ground, 
this initiative demonstrates that there are still those 
who see a future in zimbabwe's building society movement 
for financing truly low-cost housing affordable to low
income households. Moreover, ZBS is proposing some novel 
arrangements to achieve this end (e.g., land title 
exemptions, housing suitable more for families rather 
than lodgers). "Maybe in 10 yaars ~e' 11 be 1 ike the 
other building societies," admits a key official in the 
ZBS, but until then they will try something different to 
capture their market niche of low-cost housing. As the 
organization literature reminds us, the commitment to 
innovate is strongest in the formative years of an 
organization's growth. 

o Another encouraging indication is the clear willingness 
of ?;BZ to To1a)~e concessions to building societies and 
review their pe=forrnanc: periodically. As for building 
sociEties themselves, t~e general manager of the largest 
rc~ticli0 holder of lc~-incornQ ~ortgages, CABS, is fairly 
u!:'!:E.'l t c:bout the future of bui Iding societies over the 
:'.or,gGr term. 

c :,:~~"::h:ng that f:ro:~1 t,:.:·'': to tir.-.: pushes out of U-,e 
!=': ;::':'.2d C l_Ge. zoo .~l-5. ; s :- rc :.':-Pct9C !1G2' ... 1 inss the crcl;;;.t ar:d 
l:~;l.:=·.' '::.:. C:Cl€':~ t~1~ !lOTts-as,,- :~~t.r:: r,.:-oblel"r. of !:.'';ildins 
SociE~ies, unte=sco:-es i~s priority ~~~ s61ience. since 
l.;1'- '.:::,.:.-::.::; r.c:.jo:- sccieties hav.:: cJ.csec thEir ',.'aiti:::; 
1 5.;'\:s , :":: ::2S !:JC:/~C::·,·:' ~!:t.i •• d,::-:·:l!· c}ear th~-:.t t:-Jt; t'Jild.irl~: 
~;;.:-:i.::..:ti·:!::; [,aVE: T1C~_ ~U!?:. a :r~:l€:, but 2 :i ... -=-i_r;-r r,:,j.c, in 

~):'~C'\' ::.~. ~ r.:: lo~,·-ir.:::o:",: }-.:'·~!:0hc}·-:: l~;C~ ·:t;2.S':~. 

rjl:-t: ';."~.:.::~.;st ~r;cc.r.!:.j.\·: .. ~\,; · ... 2.":.:(·.-,:..l::.z.i;-"!~· E"t'!i-I::2:-C:S is ~ .. _-:=-
7:-':-" :l~. L(,CCl.?:-:~;-·~~:::: .-:-.... ; i,C:'::~:'·;:'?=!':;:· ~. ~.~~r:~: >.r:~.; ~·o··:~~:t::·I·S,"'.·~ 

\.. ........... -
L:;j:.::.':.c:t·, .. ':;.-:~;l~ ·.:.c' lc,·.--i.nC':.-.-=! h:'LSE:!-.olds. EV8n .. t'.:::se \:.:'CI 

ofric:',:,l.ly h2'1' sU:-;'·Fo.r:.e:j min::nuIn standards, e.q., thE: 
Directcr of Wo~ks G~ E~rare city Council, are reported 
uncf [ici.:.lly ·to Dt2 s::·el;:ing (te:r-eg~11ation of standards. 
Tl':cst th~ F.::~·r:la;ient. ~~C!,~C't.t.~'f 0: HPC!:H wants to IT,entor the 
PrcCjJ"o.ffi thrcugh the::: GO: inC:~i.c;\te3 the nev: reCEptivity to 
ret~in%jng low-cost housing provision in the st~ndar~s 
area. 
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o NDP II commits i.tsel!f to review building standards so as 
"to come up with building systems which produce socially 
acceptable hOllsing units at a lower cost than the 
conventional ones. Some legal requirements wH.l be 
re]axed so as to improve the output of surveyed land and 
houses." 

o MPCNH proposals for ijemonstration projects, like Norton 
Rural Co_unj:~iJ I 5 "pH.D.t . Pr2.j~t .9.!'l..- Urban Dow cost 
linfrastructure, II the competi ticn for comprehensive 
planning and design of low-cost hOllsing, its research 
institute, as weli as the existing ~ariety of draft 
layouts for local authorit~ low-cost housing sc~emes all 
indicate :tHat the new rethinking of low-cost nOllsing 
provision is moving toward doing something about it on 
the ground. 

o Not::tlitllstanding continuing problems with inflexible and 
excessive standards, a great deal of dcfacto variance and 
innovation has gone on in the standards arena. Different 
plot sizes, different layouts, different rnateri~ls have 
be-en tried over tiJile, and nat just by local authorities 
or HPCNH/11LGRllD, but by building societies CI.S "'ell, e.g., 
Founders allows a less costly sho""er instead of a b"th, 
\/hile C>'BS has given a mortgage for u 18m2 house. The 
Harare city Council gives title to serviced stancls in 
different \I.·ays d~pendinq on doner and building society 
:.equircT.'lcnts. 'l'he t·:inistry of Education is reported to 
hc:.ve unofficially recognized ~. She. for single stream 
school e:.nd 4ha for double strei\::': O:l€S. The list goes on. 

J..astl~', there is the persisting belief across a spectrum 
of architects, reaitors, government officials, building 
society ]r,anagers, and others that, even if construction 
cost!: keep !'ls::i.n£, building society !ligt:.d.ci::i.ty keep~ 
f"lling, ,no OGII!. 9065 ;lo~;her.c, signific2."t costs sa.\'i~jg~ 
G i r: s:'i ] l be rac.!i.:::ed 1:-)' ralaxing ;"uilctir:g, site c,r.6 
"·"c,·--··(·t'" ..... - .... 1':' ,.. ... , •• ': m .... e'·e ~ ·'"O J" , ... ,. 1'CO ··anv rero ....... ~ ·~' ~..,J., .... ~ ... _ ..... , ,"" .. c::. . ... ......... _. ',,'.. 1,;,-- .. _ ... - ' .. . .J ~.1 ___ " 

··-~· t · · " .. • .. .. ,.,.~I'. .' . . " 1 ... : " .' • ... '!)·ica··~cr. c .. ~-,., .. , ..... _ .' . : .. .... .:. . .: ... . .... .... ..:. ...... . _ ~.'':' . ,I. . ~_C , · ., •. l .... . . __ .,:..!~ .. cp. ,;:.. .... . 
~ .. .:.Ln~U: : ~:.· :J ;;.V ~ ::.~S ":'::" :.liv::dlr,at(;'. hou~iJ1g C.:iS"tS. 

~. ir,c~ p=-oqrar,; dc~ignerE itre routinely critjcized for beinr too 
o:)thr.istic in their assumptions, it is ir.lportant to be: quite cli!ar 
c..1td detaile.d about Program disincentives from the outset. Thie is 
done not to accer:t the negative or fab1.6 icate probabilities, but to 
r.cduc~ the r,umber of possible surprises a(long the wa~'. To this 
m,d, the following discuss-ion is ordE:.!red in terms of generality. 
\':.2 Gtart with those disincentives that are s ';Jeciflc to the Program 
components, then move on to a discussion of those that ,",'ork against 

• 

• 
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the provision of low-cost housing generally. Lastly, we examine 
the extent to which Program components could--not "would," but 
"could"--achieve the opposite of what is intended. Remedies for 
the asterisked "*" disincentives are proposed in the later 
Reco~~endations section. 

Soecific Disincentives. 

OGIL Expansion. 

o possible disappearance of mentoring role by the Permanent 
Secretary/MPCNH, either through a Cabinet reshuffle or 
other contingency. 

o The current slowdown in e~pan~ing OGIL and the tardiness 
of officials fro;n i ts p,::r~'nt ministTY, t~e l-linist:cy of 
Industry and Com;nerce (MIC), in discussing its expansion 
for the purposes of the Frogrcm. 

~': ~'~ost i}7;portant, the lack of a tr.::.nspLil:"'Gnt lnGchanism to 
,::n£·ure that \,'hat gets i.r:-;:o the cc'-"ntry th:r.ough OGIL 
.:-~ctually goes to inCre&5'':: \:he s'Cuc}~ of lo\·;-cc·st hcusinc;. 
'l'he ZBC.~.!CIFOZ secret ar i a ts are, fer c~:cmple, 
un~arstaffed for the purpc52s of tracki~g t~eir t·2mbers' 
use of oeIL .i;.~or"=s. Y.:t.if thGj' \:8re adequately 
st.:-:!:fecJ, any tr2.c::i;)~ anc: :::.:oni:'o:-ir.? system on th8ir p~rt 
~:-a.i.ses th~ SP~~":LC·:", clf ~ ~·~:"o~::S':' and ~.idt? i:c.~Y;:-.e1~ts in 

[0:::: · ... :c&r.sactio!'"ls 
inconGistont ~ith t:c ?rogra~. 

" s:: ::.' _. ~:. ':' (~: .~-.:.~.:: •• ~ .:.:~ '.,:.:: ~. : .... ~ f· .. •• .' 

~:::,::: pt':'c:::i-:.~ '0' •. !..(..~. '::'!'::.:...i.::- 2 :'c1.',2.:,:,,<.. t:'~,o:). :','cr: '::::0US:~ 'thE: 

:-;:!c1~10(~ :'s !',('~:: c..ll 2:'-~ lC' .. :-in:":'c);.".s ;:IC'::--\:t~c...~,::,::;, it \·.:-il:!. t.;:.)::~ 

i.:i;:--e -='0 1=/1.-:':''252 -::~'=::-., ':';-;C2 :i,:.'~:'~~i·t:, ::-·;.:~~J":S. ~:_'::-.:: tc..: 
.a~.;~.? ;.( ir/~, r":::::-;-l ~ .:: l~i~!:; !"..~':::.:: ~::p !~:.':: .:.~:':' c.~::J -::-~":~.:s!·~i;~·~· 

:~· .. ".lc:,:-~· ·:.i~~. t~'!:.,' :::.;-.C'r;:.! :-.I:-.r.::.· .... _::* .~: ~. ~'.',.;:j c.·~:' ::.=.::;!; ~C"\:-

incolT,e C",Pl:.lica·:.ions hav~ pd.'ority; trl.':: G.E::· ~'e;lE.rc:l 
manager says first pr i 0:-- i t:{ gee3 to Ci.ES :I st:ppc::-ter~:t 
(presumably depcs:tor~). 

Most important, the. lac}~ of ne'~! ideas irma t'i~ ¥.hrec 
major building sccieties o~ how to open th~ir ~aiting 
lists and reSUIr,e giving lovl-income mortgages, even curing 
their current b~ttening down pe~iod. The r~cent 
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concession by the RBZ to building societies, like the 
low-income oriented employer-assisted housing schemes, 
will "only slightly alleviate the national housing 
crisis," a building society official is reported to have 
said in a recent Financial Gazette article (February 27, 
1992) • 

Building. Construction and site standards. 

o The inability of key government decisionmakers to bite 
the bullet and change standards off icially, notwi th
standing their unofficial recognition that the 300m2 plot 
standard is no longer affordable. According to one 
senior official, decisionmakers "don't have the guts" to 
say what standards are now appropriate to replace the 
300m2 policy directive. It is reported that the Model 
Building Byelaws were recently under review for oVer a 
year, and few changes were agreed upun. The National 
Joint Practices Committee dropped discussion of the 
ByeLaws from its agenda, because comnittee members 
couldn't reach consensus over what changes were needed. 

o Relatedly, the vacuum in policy direction. All the 
willingness and ability of GOZ officials to nndertal:e 
demonstration projects, turn the blind eye to site 
variances, and permit donor- or dcou£ht- or ESAP-induced 
e>:ceptions to existing standards do not add up to a 
coherent policy framework. 

~ Most i~portant, the lack of a GOZ ~echanis~ to regulErly 
review and revise building, construction ~nd site 
standards. The problem is not only t!12!t tl:e Eodel 
Building ByeLaws and the MPCNH policy eir2ctiva on the 
300m2 plot, to take two exacples, are out~ate~. The real 
dilen:::ta is that, (,\,en t~""cuSh trJG:':.~ ::-.i:<:nc.2~::::.3 '.;:::-:-c. 
i:,tro{\:cec fi'.irly rec0I1tl~' (~'l:pcrt0c:l~r, E7-::- <:::!:= :~.C:,2/r::; 
'.:J~2y l'!2ve lJe'2:l Ol-''':-C:;:-c:~t£ for r.,ost c:[ 'i:;;1:': tj.~·:: si.:.:,.;; 
t:"::::;l. :r~~lis c· .. :~~":::~:~s OOCr.ilt \.'~.a~e·l'2:!..- c:':f:.=.i.c:.:;"l:: :.·~?l~':~ .. ::·. 
'.::hc: 30Cr:-.2 plot si:e !:t.2.ndc.l'~ runs t:he ris}:, i-':sGl::: o:i~ 
Leing irrelevant before the ink is dry cn ~he n~~ 
directi ve. sir.,il~rly, recommending that any buildi liS' 
stand~rd should be c.cceptable "as lor,S' c.2 it is 
consistent vli.'.:!'! hec:lth ar.::1 safety COQ€S" misses LlS ... .'~:;,l 
the point that even these codes change over tine, and 
often rapidl-,': A Mathare Valley in Zimbabile, for 
instance, mi~ht not look so unacceptable at the end of 
this drought as it does now to GOZ officials. What is 
missincr is not so much a set of appropriate standards as 
~n institutionalized mechanism that can change standards 
in a regular and timely fashion and that requires 
something less th~n a Cabinet decision to do SQ. What 
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Zimbabwe has ilns t ead is nothi.ng mOlie forma~l! than a open
ended process of ad-noe consensus bui l ding . 

Geneliar Disincentive . 

* Most i mportant from an organizationa l perspect ive, t he 
g reatest disilncenti~e to u ndert aking t.he earlier P![O 
werslen of ~h!L p'r,op;osed_ ho_us i 'ng program must be tfJe 
lnc~easing ilnabi~l:i t y o f Zi·mBa15we I 5 :l'ns t d.'t ut i ona !l.l.y; 
diverse housing sec f.or a nd construct ion i ndustry! to 
pr oduce a !low- cos t hous ·l ng un4. t a·f for:dab !l.e to the 
asp i r ing ilow- income n omeo\\mer . Whether you start wi!th 
t he hOllsi'ng design and trM :fa buiid i t f or :low- inco me 
fami l i es or you start wit h what they c an pa~ and design 
the unit to t hat amount, in pract i ce wh~t ends up be:ing 
built on t he ground is a supers t ructure that few l ow-
income fam i lies can now afford. Fortunate!~, the focus 
of the current Program on the ser viced stand with a 
minimum o f superstructure recognizes and accommodates 
this probl em (sec. Feasibility Assessment). 

-"il~~\~" ~O~,,~s~e~:::-ca se Scena r i os . 

The point of conjuring up worst- case scenarios is to tr¥ to 
i~a9ine if there are any unforeseen e~fects of a proposed progra~ 
that arc not only negative , but disastrousl¥ so. The questicn then 
beco*es , If the Program were to have u~int:.ended negative· effects , 
\:ol.!ld they be :veversible or, ""orse , irr~versible? Does the. Progr~r.I 
have ;,;ultipi}e ..... ays of achieving its e:nds in case any cIne: way fails 
U:lc:·:p::ct.;:dly? Is Program inplene.ntat':'on incre!ilental, and therefore 
subject to tile - COUrse correction, 0:: are Program cOiilpo:1ents so 
COj:"p~: C'~cnsi ..... e ?nd tightly, integrated a pacj~.:.ge that they: canr,ot be 
imple~ent~d ~eparate l y? 

'I'hase th:-:-es dii:u:::-.sior:s--t!":e; ::e··r;. ~;5:.b iJ ity of !Jr.:-q;-a:;: e:?f€.c:' c , 
-::.<:. ;:;nctio':c::.l T..::.<iundancy of r~rc:;rc..r\ r<;:::~~:·c':..s, znd t::~ ir,cre;":l.::n·..:.~. J 
'.: . . c':' .7, ::'~·(' :1,"?n~!.·:,,: rlr.t.ure c . tr:o:: .·~·cS· :·t, ~. : .:I;'.; ~;c·:;=n ts- - t".:!··e :'.;0:;.:1 .,; s~(: 
.~:.:. , .. :~y::-: r;i:cgn;,~ c::;-:; j:c}iCj .:! .'·.i -;:c. F:'::;Jroc.ucE.Q. :'~).c ·. i~ Oi:';' 

i:r,;ll:·s i.s th,,·" h;:~ ::e::,ary:",clt:. c· .=::la;. ,,::~t!1. tr.e Prcqr<:':7: CC.::-.poi.e!lts 
ur:dE:!" invest!.igc:..tion in this report: 
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the cor.'Jnu •• a:t 

~easd.·biil l!ty Assessment. 

!line p :r;; ograrn cot:lpon(·nts o~ expanding OG[L, dmclJ'ca5ti,ng :the 
!l! iqu :iJdit)\ of Duilding socci..e:tiez, and liationa!l!d.zing buddJ!d:img. zd:te 
and construction codes are d.n~tit\1td.ona !lJ!l y fieasipl~. \nth fe\\' 
except:ions, f.he crganizc.tions, un i: ts and pvsitdor,s lr~ost 
i:1stliumantai ttJ Pr.o,gran success are wd!(lEl.ing and ab12 to unde::'ta}~e 
the P-rogram I s proposed chanC;::1s. fFnelie illie call1ea.ts, qua[J!.if i 'catinnp 
and :r;ecornr.,endations discus~~\rl j;.:!low, but. toe: oV8rc.l! 1l <;:or.cl'l!d.on 
cL~.,.er· .. ""'· ........ be "'-."eo' .- .... r:. ,..,,~.,.,,:-. "",, : • . ., "0',,- " · ~v ;~C~~l'';''~''e-"'~, LV....... ...... ~I,.. I- .. ..... _ v ... '-'_· ........ .,_ ~ ' . • I..... _" <:."._. :> 

·wvil",:J.ng for the Prcgra~--·.:.h::; 1995 E;!l€cticns, '\:;~~ a::'i..IQ ilYj ... i!'!~; 
Qlifordab~!llitty crisis, t:-.e (:roL'~fl't ard the €::>:'.:.:,,,,c'~~.!.r.~:-.L~:.: ,.,.~:::!! 
consensus cv.er P~og:..·aI:'l cc:::p':'lIcnt~--out.·.,,;:dgh thE: cid.sir,·~t;;nti\'~s 
li1entioned eCi17 !lJ :ier. 

[10 t:'cacn. t!A.! s conc!l us ic" r~:,!u>i :!:'e::. .5 9;ve:::-a fr : .... ::sP$ £::'-0", 'i:h := 
gen::r:;,l to the spacd.fic. "i::'-5'':, ''io;~ Bisel":':=: e,"_ 2..'.::-21:' c.~;:':'~·":f; -:f 
,· .. · .... ' .... ,, 1., ,'"cr'a""n- ,.~- ... " .. ,..I' ~ ... -- .. ~) . .. ,,- .. , .•••••. :." •• '-•• ... , . ,. !~ .... "." .'.' , . ..... , .. ..:.,,~ . ... _I I .. : W""'';,I .~:::~p_ ••.• .... "_'.A .... ~' .• , . ... _ .... 
! .. -:~,:.:..;:;':.Lt:c-?;;. tJ.'h.;;:r'~r~r:;:~:r ";:~t:., ··:.: .. i~:.~· ::'J (~:i':,:-. : .~ .~ .:. ; ~,;,·t.c .. . ': ".: ~.' ... :,:'::' 

" 'i. I' .... F:-c":jretn'l'S :"c'r:,,':. \... .'. ~~:":>.:o:::: ..... ,. I ·~ · :' :. ' ::.1:': 
f.'J.:;..~=~:.l·llC~':XE e.r;e ! i.:.:,n::.:. =r.. ·.e: ~ , ' L;"'.s·" ·::,i.\. :!: .":' _~' :-.:::.s.:: .. : ... ~; ... : '.;..~ 
specifd.c Eta:.eboide:rs tc ,",(:; .:-:-, 1J~·C;:=c:r.1 c:>!i, ::>C·~H:."::';:; ;:, .::" o,,: ·.:J.5.r. c: ·.~ iJ::. 
the for-Jr. of c. TilD.trb:. 

the 
Ear lli er tne repo.rt :identified the 
public and p17ivate stakeholders. 

rnal1i or dift:enences bCt:.\·!E'=fi. 
Just how does resource 

• 
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evidence we have ll 

2. In circumstances of increasing resource sea rei ty, the 
public organ i zation is Lto expand the·ir 

actlvitfes to meet greater public needs, but the 
organization's actual response wili!! be to constrict their 
acti,v i(t:i!es and tra][I back on the miminum that it takes for them 
to sur:v~ve. Tofius, precisely! at the moment MPCNH is under more 
pressure than ever before to promUlgate new policy, guidelines 
for ilmy-cost hous.i!ng construction, d,lt says !local authorities 
should take more of a [ead in this area. 

The private sector flirm, on the othr:.r hand, wi[l!I under siomi[la!' 
circ;:umstances diversify its activities in order to find t. 'Jay 
to overcorr.e that scarcitY!, 

·In practice these differences between public and private 
sector responses to re~o'Jrce sCf.rcity mean that the fa iil.ure to 
expand act :i!v-i·ties i s :re~s fatc !lJ 'be a public c'l."gani.::::ation t:l~!1 
to ;:. t=-rivate one, T!.~ RBZ, fc!' exatr.ple, finds it~ failur;:! tc.. 
:::-ai5(: rr,orngage rat~s considerably less harnifuil to l"CS 

i!nsti tutionail sl.lrvLva!l than "'ould building societies if th~y 
"'C:l'e t'la ):ing the sar.:e decision. 

For l~e purposes of 9ro9~a~ d~Gig~ t~is ~ . J~n£ ca~'i t~: :~~~? c · ~ 
iuc·c(.:;-s t h2' t. do nv't (;.lhl l~' t l:~ rdn:3t:~i.:.!! t.:i CCrlSi:.l let. c:' 
.~~!)£.·wi£~ dc:la~ thc~€ ~c~ivj~!!,. ~~~~n ~iE . } ~~ tht 
" . !~ : ~:·:- .:: ·:a:: .. Clc:z. ;~:y ",:".", (;,). :-~' :"':. : .. C:;:: : 'f·: ~:t. :'~:it: .. 
~i:"(.1 \! ';:i!t a::~ just su~i1 f .. c1::Jr=, 

~ • • ,. ,.. -:: 0:-" - ...... .. _. . ... 
:: ::.: .. r 

;.:. Tr: circutlstanccs c.:· jr:~:::eaE'ing resoc:>:ce ~..::t:::ci·':y, -;:'.':·:l:c 
oi.·gc::ni:·: t.ticns "'ill (jelll bc. :;}~ or: · .. 'net they S:=>? t~;e~' Cc =r.::;';: e:-,:. 
have had most succe,.,EJ (li; techni calJly. '!lhu'!:', .:,.·c ::!.,. !,,:; .;: 
surprising :that ::;enio!' c'ff icials:, both in J1PCNH and 'Unr: Eal."{.r e 
city Counci!l, see the short-term .:mswer to low-cost hcusing to 
be what they have b<::E=n best aole to do in the past by ... lay of 

II For example, Barr¥ Bozeman and E. }\]len 
Scarcity and Environmental Stress in Public 
Administration and Soc i ety, Vol. Ill, No . 3. 

Slusher (lSi79), 
Organizations, II 
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their acti vi ties around what they think they can do best. In 
practical terms, this means a Program focus that is based on the 
serviced stand will have growing support within the GOZ. In fact, 
the institutional feasibility of any legal low-cost housing project 
in zimbabwe can be measured by how far it deviates from the 
sel"viced stand: A project focused at the fi'ont-end, say, in 
revising the eligibility criteria for local authority waiting 
lists, or at the back-end, say, in devising new materials and 
technologies for constructing the four-room core, is considerably 
less feasible than a project that centers around servicing the 
stand and constructing a minimum of superstructure. This latter 
objective is precisely the focus of the proposed Program. 

It is worth enumerating here the variety of reasons that 
support such a focus: 

o As just mentioned, the serviced stand is sonething the 
authorities, both central and local, have considerable 
experience in providing, and by and large they do that 
provision vlell. Local authorities say they wa.nt the 
stands, and these are what the NHF have been financing 
for some time. Because the stand is much cheaper than a 
full-fledged dwelling unit, more of them,can be provided 
as well. Indeed, the stand is the basic building block 
of housing projects. 

o The serviced stand offers the household the 111aximu;TI 
opportunity to build and use the house the way it wEnts. 
Some 90% of USAID surveyed households re=ently said they 
would rather own their own individual serviced plots than 
share a large 4-roo~ed house with another family, for 
example. 

o Focusing on the servicsd stand, instead of st3~~ pl~s 
fc.:'.1r-roor.i corE:, i::,proves dramatically t~~2 2b0VE:-iLiantioneci 
cc~d~tional protab~lity that s0mcthin~ ~ill ~ctually qst 
dena the way it ~~s dssigned origi~al}y. 

,~ '::';'.3 rE.L"\'icec [.tc.:·.~ i~ ::~F'\'llc.r witt ~::\·.'-:=".c~:-·.~- .~:.:'~_:~:.-: ... IC'::., 

c;~, (~el:ion5tratEd i;; i~u~:c_:izc.na. 

o ;. Frogram focus on servicing stancis fits ir. ,:-::11 :·i t:-:. -c ... ~z 
current GOZ po:icy c~ ~oneowncrEhi~ ~n~ ~iC2d SElf help. 

o At present few, if Eny, serviced stands are available 
from some lccal authorities, e.g., from Harare city 
council. For many local authorities, the lack of 
serviced stands is the first limiting factor to low- cost 
housing provision. 

o By centering its activities around serviced stands, the 
Frogram also focuses on those areas \vhere groat cost 
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construction, that is, to provide the infrastructure necessary 
for serviced stands. Such fallback behavior reinforces the 
pressure to constrict activities and be less responsive to 
future pressures from the outside to innovate. A program 
that, for example, enables the GOZ to provide serviced stands 
more successfully than ever before will find GOZ officials 
less willing later to innovate in the superstructure area than 
they now are. Considerations of superstructure are currently 
moot, however, since anything more than a serviced stand with 
toilet and one-room slab is scarcely affordable for most low
income households. 

3. In circumstances of increasing resource scarcity, public 
organizations will become more formalized, centralized and 
habitual. Not only is it the case, as we saw earlier, that 
the more constrained a public organization is--the fewer 
resources it has to do what it wants--the more discretionary 
authority is pushed to the top. Senior officials also become 
~ore confirmed in their routine decisionmaking. Where crisis 
forces many in the private sector to innovate, the same crisis 
ratifies officials' belief that government is needed now more 
than ever. Thus, from the perspective of Program designers, 
the affordability crisis argues for a much more central role 
for the private sector in low-cost housing provision. From 
the perspective of senior MPCNH officials, the current crisis 
simply reinforces the MPCNH view that it must play an even 
~o~e important and leading role in low-cost housing p~ovision. 

Th~ c\'::IUJative effect of these consideratio:ls must be faced. 
C) ~c.r l~', there is the consensus that scme thing !r,ust be done to 
i~prove Jow-cost housing provision by way of private sector 
in·Jolvement. Clearly, there is a revitalized and demonstrated 
',,'i) 1 inJness or: the part of G02 officials to rethin}: old policy a!1d 
di:ective in this area. YEt there is danger of nisinterpretation 
h('::.-~. ':11u'( this conS8r.5US ':':ld ",.,ri 11 inc;ncs£ Ji',Gi.Y s inply indica.tE: is 
tl:;: '~ ;;),1'1 i;lcroSas i ng 11' in:: ~ ue.11: i2.]. , bt.: "c sJ:1all er 2nd rr,o:::-e 
:!':'.;:·:.:(cr!ic~}, circl: l',f C02 ::':c:::ic:!i:ui:ers is i-.-.::::-,::: detsrr..in:;c. th~n 
... .- .. ;.. j: ~-! f ::"~Q "t.:12.t ~ t !~:·,0·t':'::: ~'.~~:c.:: :~.:' !.:.(!S':. fc:r Z ir~.l)c..b· .. ~~ I S ].o·,·;-cos·c 
ilC ~~ :'l} sestc':'" Fortui!.t:,t~li· fCi.~ t.he P:::')grar:l, bodl USAI!) and GOZ 
d·~cisionm.:-~J'.en; are in <::g:::-€ei7t€;m: over vihat n.seds to be done. 'P. 
Ciffercnt program ~esi~ned thre~ years frc~ nQ~ might not be so 
)\~.:.::y. Cel.-t2.inly, if tr:ere "\';2.5 ever c:.n ideal ~5.r:le to;:- ~hifting to 
c: ~:·ri\·2.te s.o.ctor focus in lOi.'-c02"c housins provisio:-:, nc',! is -chat 
time and tais is the Program that provides the opportunity. 

The Serviced stand with Minimum Superstructure. 

Since conditions of resource scarcity are not likely to 
improve dramatically until well within the Program period, central 
~nd local authorities can be expected to continue tightening up 
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savings can be realized, e.g., roads and plot size. 

o Last but not least, serviced stands are something 
employers, and through. them building societies, are 
willing to help pay for in order to retain staff. 

Some caveats are in order. Even with a focus on serviced 
stands with minimal superstructure, we should expect some Program
generated effects that work against achieving this aim. The 
effects fo~low not from the aim, but from the overall private
sector orientation of the Program. They can be effectively 
addressed in Program design (see Recommendations) and are in no way 
reasons for modifying the Program's private sector focus. But they 
must be recognized and dealt with up-front in the design stage if 
they are not to be problems later on in Program implementation. 

o First, it is likely that, other things bein~ equal, the 
actual amount of administration and paperwork will 
increase, not decrease, under the Program when compared 
to the earlier USAID housing project. Under the Program, 
there are more key actois, their working environment is 
much more turbulent, and their need for communication and 
feedback necessarily greater. Organizations operating 
under such conditions almost always develop more 
elaborate administrative structures and procedures. 

o Second, it is likely that, other things being equal, the 
new Program will increase, not decrease, pressure within 
some segments cf the GOZ to regulate the housing sector, 
,.;hether or not the Program succeeds in building more 
stands and units. Several reasons account for this: 

(i) since the core of the Program is to bring 
together those who are basically strangers to one 
another (i.e., households, contractors and building 
societies) , the pressure Hi 11 increase for 
stand?rdiz~tion, certification and for~al rul~s t~ 
c:nsure tll<:!t these F~lO Q'J not }:.now each oth·::r ca~ 
ncm.:t!-Ielsss ;.;')r}: togethsr confide-:ntly IG:' ~h,~ 

purposes of financial transactions. 

(iii) Eationc::1izi:;g i::nd deregulating b'Jildir.g, 
construc~icn and site standards will in~~eass ths 
ir.spect:ra .:S n·:::eds to ensure:: that i:h~Se -:-.6.\' 
standards are enforced. \'lhereas the contractor 
could skimp a little y!hen building a 9" We: 11, a 
standard 4 1/2" wall means he or she can't afford 
to skimp, otherwise the whole superstructure might 
come dOvm as a result. Inspection matters more, 
not less, \·,·hen standards are relaxed. On the 
positive side, Zimbabwe's local and central 
government inspection systems for monitoring 
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housing construction have been among the more 
successful ones in Subsaharan Africa. 

For these reasons, it is likely there will be counter-pressures 
from some (though by no means most) government departments to 
increase standards or regulations, contra the Program objective to 
reduce them, unless pre-emptive action is taken in Program design, 
as discussed in the Recommendations below. 

stakeholder Matrix. 

Each Program component entails a set of actions to be 
undertaken by organizations, units and positions key to meeting the 
Program's Conditions Precedent and to making the Program a success. 
An assessment of each stakeholder's response to thes~ requirements 
is set out below, where "+" indicates an overall positive response., 
"+/_" a mixed response, "?" a }"esponse unknO\Yn at the time of 
writing (March 17, 1992), with "l':/A" indicating not-applicable. 

MPCNH/ 
~lda.Contractors 

f.1LGRUD/ 
Loc.Authorities. 

Elder. societies 

OGIL 
Expansion 

+ 

+ 

? 

+ 

+ 

? 

Bldg.Soc. 
LiquicH ty 

+ 

+ 

N/A 

+ 

? 

'. , 

Bldg.stds. 
Ratiollalization 

+ 

+/- . 

N/A 

.J../? 
o 1 • 

r I" 01 J1. 

lI/A 

The details for eac~ of th~se over~ll rEspc~ses are as fo:lows! 

MPCNH/Building Contractors. They are in the forGfront cf 
seeking the changes proposed in the Program. A Cabinet 
reshuffle that led, e.g., to consolidating MPCNH an~ MPCNH, 
would cause some operational hiccups, but would not dilute the 
basic positive direction of MPCNH support, and the backing of 
CIFOZ/ZBCA for such changes. 

/ 
! 
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MLGRUD/Local Authorities. They see cost-savings in 
infrastructure and superstructure from having cheaper and more 
readily available building supplies through an expanded OGIL. 
More buildin~ society liquidity means local authority waiting 
lists can start moving more rapidly once again. While many in 
MLGRUD and the local authorities are in favor of code 
rationalization, it must be recognized there are still some 
councilors and officials who want standards kept as they are. 
Their numbers can be expected to dwindle as the election 
approaches. 

MIC. It is probable that the Ministry of Industry and 
Commerce will sign-off on the OGIL expansion, but the 
inability of HIC officials to meet with members of USAID and 
the design team on the matter must leave it open for the 
,moment. 

Building Societies. Obviously proponents of their own 
liquidity, they also see the need for a cheaper dwelling unit 
to lend on. If OGIL-induced containment of construction costs 
can be I'ealized, all well and good from the perspective of 
building societies. As for building code rationalization, the 
general manager of CABS (again, the largest portfolio holder 
of high-density mortgages among the three building societies) 
has indicated his acceptance of lending for a serviced stand 
of reduced plot size with toilet and one-room slab. Founders, 
the smallest building society and thought to be the m'::lst 
.conservative, may take more convincing. 

MFEPD/R9Z. An official in Treasury's exchange control 
division has given the nod in principle to using the 
restricted and unrestricted features of OGIL to increase the 
pri vate sector's construction capacity, including that for 
low-cost housing. While the MFEPD is committed to improving 
the liquidity of building societies, it is too early to say 
whether Treasury will sign-cff on ths Program IS spE.cif ic 
mechanism for increasing that liquidity. Simi12rly, it is too 
early to say what the RBZ responses will be to the sps=ific 
OGIL exp~nsion and li~u~dity components of the ProS~3~. In 
more general terms, the RBZ, as with NFEFD, seeks to ensure 
that building societies remain liquid and that OGIL continue 
to expand. 

R~cocmendations, Implementation Timing and Phasing. 

The report has identified several problems and disincentives 
that require attention if Program performance is to be assured. 
Some can be dealt with administratively through the Program's 
proposed Coordinating Committee, others must be addressed through 
a Conditions Precedent. 
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The most important task of a Program Coordinating Committee, 
chaired by the USAID director, would be for stakeholders to come to 
some kind of agreement over how to tackle the Program's evolving 
problems. Ongoing attention would consequently have to be given to 
ensuring that the Program's monitoring and evaluation mechanisms 
evolve along with the problems. One potential problem area will be 
the changing fortunes in building society liquidity over the course 
of the Program. The expectation is that the RBZ will be in a 
better position by the end of 1993 to do something about the 
current mortgage rate structure of building societies. New ideas 
and mechanism may be required by that time, and the Committee may 
well have to take a lead in generating those ideas. 

Overall, though, the committee's guidance should center around 
meetings, workshops, and planning/review sessions. such a focus 
would ensure interorganizational communic..,tion (by facilitating 
feedback) and would cut down on the administrative reporting, 
documents and other paperwork requirements induced by the Program. 
The underlying premise of such a committee must be straightforward: 
In an environment as complex and uncertain as zimbabwe's housing 
market, KEEP THE PROGRAM SIMPLE. 

In addition to minimizing the Program's administrative 
requirements, its coordinating committee must monitor any Program
related pressures to re-regulate the housing sector. The one area 
that could well engender renewed regulatory pressures is the lack 
of a transparent ~echanism to ensure that what was gets into the 
country through program-induced OGIL expansion actually goes to 
increase the stock of low-cost housin~. These pressures must be 
foreseen and resisted by the coordinating committee. It will need 
to make continually clear that the Program's core task is not one 
of being able to say that imported cement mixer produced those low
cost unit~~, but rather one of showing how increased OGIL imports 
c~n lead over time to a more affordable superstructure. Indeed, it 
is only through the OGIL expansion, cO::lplemc::nted by standards 
rationalization, that Zimbabwe's institutionally div€rse housing 
~Gctor stands a chance of ever cOl:,ing up with a legal 
superstructure that low-income hcuseholds can afford to live in. 

From an institutional viewpoint, the Program's ~ost important 
Conditions Precedent would be one to ensure a GOZ mechanism is set 
up to review and, where necessary, change building, construction 
and site standards in a regula~ and timely fashion. Too much can 
go \;rong, and has in the past, by not systematically addressing 
inappropriate standards. Nothing so risks the sustainability of 
Program changes once the Program ends than the currently open-ended 
process of ad-hoc consensus building in the area of standards. 

The expectation of USAID/Harare is that the Program Agreement 
between the two governments will be signed by or on July 15, 1992. 
Establishing the Program Coordinating committee, and staffing it, 
should be the first priority. 
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Appendix I: Methods 

A literature search and key informant interviews provided the 
basis of the report. The literature search was two-pronged. 
Articles and books on organization theory were first reviewed in 
order to cull empirical generalizations about the likely behavior 
of public and private organizations under the kind of resource 
stress Zimbabwe is currently facing. Second, specific literature 
was canvassed for information on the Program's key stakeholders. 
Here USAID files and archives, University of Zimbabwe departments 
and staff, and the files of other team consultants were useful. 
Zimbabwe's Financial Gazette proved to be a mine of information. 

Key informants were identified both in consul'tation with 
USAID/Harare staff and through referrals made in the course of each 
interview. 

Appendix II: List of People contacted 

O.M. Chidawu, President, Zimbabwe Building Contractors' Association 
(ZBCA). 

M. Mozondo, Chief Executive, ZBCA. 

K.G. Butterfield, President, Construction Industry Federation of 
Zimbabwe (CIFOZ). 

B. Brunette, Chief Executive, CIFOZ. 

M. Sanders, President, National Property Association. 

G. Hollick, General Manager, Central African Building Society. 

Terry Conway, General ~tanager, Founders Building Society. 

G. Burmester, Gene=al Manager, Beverley Building Society, and h8~d 
of the Building Societies Association. 

F. Nhema, one of founding m~mbers of Zimbabwe Building Society. 

D. Phillips, Assistant General Manager (Mortgages), Founders. 

P.M. Kodzwa, Permanent Secretary, Hinistry of Public Construction 
and Housing (MPCNH). 

E. Tafangombe, Under Secretary for Strategic Planning, MPCHH. 

I. Mberengwa, Assistant Secretary for strategic Planning, MPCNH. 

A.D. Binga, Chief Executive Officer, MPCNH. 
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S.V. Vushe, Under Secretary for Finance, MPCNH. 

A.D. Mashanyare, Under Secretary (Public Sector Expenditure), 
Ministry of Finance, Economic Plan~ing and Development (MFEPD). 

w.c. Moyo, Under Secretary (Public Sector Expenditure), MFEPD. 

Tony wilson, architect with private Harare firm. 

P. Mbiriri, Deputy Director (Urban Planning), Ministry of Local 
Government, Rural and Urban Development (MLGRUD). 

Messrs. Masanzu, Dumba, Chitiyo and Sharpe, Harare City council 
(Deputy Director/Housing, Assistant Director/Housing, Senior 
Administrati ve Officer, Assistant Director /District Administration, 
respectively) • 

D. Gonda, Managing Director, Chitungwiza Building Contractors. 

I. Mapgonga, Managing Director, ISM contractors. 

E. 11avhudzi, foreman, Source Construction. 

Messrs. Mapondera and Burre, Mid-Tech Construction (supervisor and 
foreman, respectively). 

L. McKay, Deputy Resident Representative & Senior Economist, World 
Bank Mission to Zimbabwe. 

S. Malaba, Head/Economics, Reserve Bank of Zimbabwe. 

J. Moyo, Permanent Secretary, Ministry of Labour, Manpower Planning 
and Social Welfare. 

D. Matawu, Deputy Town Clerk, Gweru Town Council. 

F.G. Chitambira, Director of Housing and Corn~~nity Services, G~eru 
TO·vln council. 

i'~. Kilsunguma, Director of Eng in€.~r ing Ser\'.i ce:s, G·,-ieru To;:n CCU11~i}. 

P. Dumba, Treasurer, Marondera Town council. 

S. P. Chiduza, Directo:- of Engineering Services, J·:arondera Town 
council. 

H. Makombe, Director of community Services, Marondera Town council. 

M.P. Kaviya, Budget Controller, MLGRUD. 

D.M. Mandaza, Deputy Secretary (Finance), MLGRUD. 
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B. Sibanda, Director, World Vision International. 

H.A. Mushonga, Managing Director, Sourca Construction. 


