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***PROJECT SUMMARY DESCRIPTION*** 
Economic support Fund (I~SF) Grant is provided to the 
Government of Zimbabwe {GOZ) to assist it.s post-re7olution 
reconstruction efforts. GOZ will use RSF funds to al leviat.e 
commodity and physical infrastructur<:~ constraints in key 
sectors such as agriculture, ed.u.cation, and health. 
Specifically, E SF funds wi 11 be used. to finance the 
distributi.on of 70,000 winter veqetahle packs and 230 ,000 
sum mer crop paoks to refugees and t:hi.~ feedin~f of approximately 
3:30 ,000 people. Also under this project, the water supply 
system for the Nyamaropa. irriqation scheme vi.11 be restor~Hl, 
enabling 400 hectares of summer cr:·op to be pl.anted by 290 
irrigators; the drilling and repair of 64 boreholes, rendering 
them opera.tional; and the restoration cmd opera.tion of 62 to 
124 liv·est.ock d;ip tanks. Ed.ucat.ion sector outputs will 
include the establishment of 85 Day Training centers, which 
are part of GOZ •s ref.uqee rehabilitation program aimed a.t 

. approximately 100,000 fa.rUters; t.he complete "t"econstruction of 
684 primary schools; the ini tia.1 reconst r ucti.on of 25 mission 
seconcla,ry schools; and the provision of transpor:tation t.o all 
provinci.al schools. Other project construct;ion will include 
th.a restoration of eight Mission clinics and ho~.pitals and 14 
other buildincJs. Road. reconstruction will lead to the 
com plet.icn of 32 crossings,. as well a.s to th<:~ reha bil ita ti on 
of 178 km of roads; roacl construction equipmHnt to be obtaiuecl 
loca.lly includ.es tr.ail•~rs, f'ueled bowsers,. tc,wud qraders, 
concrett: mixers,. com.pressors, and f.>tonH crushers. ProjHct. 
funds will also be used to provide housing fo~ 110 village 
level extension workers. 
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This program is justified on GOZ balance of payment and budgetary g~oundso 
The $20 million local currency equivalent will be used to address general, 
across-the-board constraints in the agriculture, education and hea1th 
sectors. overcoming these constraints--shortages of skilled and pro­
fessional manpower and a vatiety of physical faciliti~s, as well as 
others--ie 7ital if the GOZ is to achieve its short term reconstruction and 
resettlement objectives and its long•term development and equity goals. 

To assist the GOZ it has been mutually agreed by USAID/Zimbabwe and the GOZ 
that the local c:urrency equivalent Qf AID assistance will be directed 
toward the a~eas of ttaining, con$truction/reconstruction, materials and 
equipm9nt for these facilities, and related supporting development 
activities. The GOZ has agreed that this Pro~ram Grant will not be utilized 
for military or para militacy purposes. 
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ACTION MEMORANDUM FOR THE ASSISTANT ADMINISTR!TOR FOR AFRICA 

FROM: AAA/AFF./DR; John w. Koehring· 

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

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

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

Clearance: 

AFR/VR: NCohen Date 
AFR/SA: TMorse (gral~r~Oate 
AFR/OP: RStacy . i?tJ-.r Oate 
GC/AFR: EDragon . Date 
AFR/DR/SA: WWolff Jf}1~-f!Y Date 
AFR/DR/ARD: BWhitt1e Date 
AFR/DR/EHR: WWaf fle ~ Date 
AFR/SA: RWrin (draft-) - Date 

J{(_~ 
AFR/OR/SA: 0Kline:agb:l2/16/BO 



ACTION MEMORANDUM FOR THE ADMINISTRATOR 

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

THRO: ES 

Butcher VJ~ FROM: AA/AFR, Goler T. 

SUBJECT: Zimb.:.bwe - FY 80 $20 Million Program Grant 

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

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

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

Key constraints must be overcome if equitable growth is to be 
achieved. There are substantial shortages of trained manpower at 
many intermediate skill levels e.9., extension agents, artisans, 
health officers, etc. While the country possesses substantial 
infrastructure, marketing and extension networks, and agricultural 
lands, these are unevenly distributed. In the Tribal Trust Ateas, 
where 70% of the African population live, lack of transport, 
marketing facilities, credit networks, extension workers, schools 
and health f3cilities seriously inhibit the improvement of living 
conditions. 
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The five year war has brought into clear focus the severity 
of these constraints by introducing a major immediate problem 
of resettlemertt and reconstruction. It is estimated that 1.2 
million displaced persons will have to be resettled, fed, aa9 
and provided with a number of supper.ting services. In addition, 
over $300 million of damage was done to rural infrastructure, 
largely in the TTLs~ and the GOZ estimates that the reconstruction 
task will take three years, assuming timely provision of human, 
material and financial resources. 

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

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

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

There are no human rights issues in Zimbabwe. 
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The Executive Committee for Project Review met and 
recommended approval of the Program Grant on Dec~mber 12, 
1980. The responsible officer in the field will be 
Charles Grader, and the AID/W backstop officer for this 
program will be Douglas T. Kline, AFR/DR/SA. 

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

Clearance: 

DAA/AFR, RStacy ~':? Date: 
GC, NBolmes ~ff~P.-..------: Date: 

AAA/PPC /POPR. JEri ksson 1lk ~ Date: 
GC/AFR, EDragon q~-, Date: 
AF/EPS, DWaterman (dralt) Date: 
COM/ALI, PHagan ~d~rt.) Date: 
AFR/SA, MDagata __ __:_____:_ Date: 
AAA/AE'R/DR:JWKoehr n -, Date: 
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I. Summary and Recommdations 

A. Activity: Zimbabwe Program Grant 

B. Terms: ESF Grant Funding 

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

D. Executing Agercy: The Government of Zimbabwe Treasury 

E. Brief Program Description: 

This program is justified on GOZ balance of payments and budgetary 
grounds (See Section III.). 

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

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

To assist the GOZ it has been mutually agreed hy USA!D/Zimbabwe and 
the GOZ that the local currency equivalent from AID assistance will be 
directed toward the areas of training, construction/reconstruction, 
materials and equipment for these facilities, and related supporting 
development activities. The GOZ's immediate loc:al currency require­
ments far exceed the amount of funds generated by this Program Grant. 
The GOZ will submit a $20 million equivalent loc:al currency package 
to USAID during the first half of Decembe~ 1980 to address the abov • 
mentioned constraints. An illustrative list of types of training, 
co11struction and other activities for which counterpart local currency 
may be used is presented in Section IV of this paper. 

F. Other Donor Activities: See Section II. F. rnd Annex D. 

G. Statutory Checklist: Satisfied (see Annex B) 

H. Issues: None 

I. Recommendation: It is st1·ongly recomnrnnded by both USAID/ 
Zimbabwe and REDSO/EA that a $20,000,000 Cash Grant be authorized for 
Zimbabwe. 
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J. f!oject Comm!ttee: 

Field 

1. Drafters 

D. J. Scarfo, Chief Design Officer, 
RED SO/EA 

J. M. Wolgin, Economist, PPC/PDPR 
A. R. Love, Director, REDSO/EA 
E. Spriggs, Legal Advisor, REDSO/EA 

2. Contributors 

C. L. Martin, Ag. Advisor, REDSO/EA 
A. Morton, Rural Dev. Spec., OS/RAD 
D. Reilly, Chief Engineer, REDSO/EA 
A. Mackie, Health Economist, REDSO/EA 
C. DeBose, Health Officer, AFR/DRH 
R. Shortlidge, Education Officer, OS/EHR 
B. Robinson, Education Officer, REDSO/EA 

~ID/Washington 
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II. _!!!ckground 

A. Political Background and U.S. Objectiv~ 

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

A politically stable and economic2lly dynamic Zimbabwe is key to 
the stability of the larger southern Africa region. Zimbabwe achieved 
independence on April 18, 1980 and inherited a host of social, economic, 
and political problems. Despite the major resettlement and recon­
struction re~uirements, the exodus of many of the skilled and pro­
fessional class, and serious foreign exchange and budgetary constraints, 
Zimbabwe, under the moderate leadership of its new Prime Minister, has 
done much to allay the fears which many observers expressed at 
Independence. 

1. U.S. Objectives 

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

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

Zimbabwe is a country founded and functioning on democratic 
principles. There is every indication that a successful, non-racial 
society will emerge, with an underpinning of a vital mixed economy 
directed toward equitable economic development. Such a success will 
serve as an important example to other nations, especially South Africa. 
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It is in the interests of the U.S. to assist Zimbabwe achieve 
this success. The $20 million of U.S. assistance to be provided 
hereunder is designed to promptly provide the GOZ with critically 
needed foreign exchange and assure that the local currency generated 
can contribute to economic development with equity. More specifically, 
the local currency is to be directed toward the areas of the highest 
GOZ priority; namely, resettlement, reconstruction, and development 
activities related thereto. 

B. Constraints 

Key constraints must be overcome if equitable growth is to be 
achieved. There are substantial shortages of trained manpower at ma!1y 
intermediate skill levels--extension agents, artisans, health officers, 
6tc. While the country possesses substantial infrastructure, marketing 
and extension networks, and agricultural lands, these are extremely 
unevenly distributed. In the Tribal Trust Areas, where 70% of the 
African population live, lack of transport, marketing facilities, 
credit networks, extension workers, schools and health facilities 
seriously inhibit the improvement of African living conditions. 

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

Perhaps the most critical constraint, certainly in the short 
run, is the limited financial resources of the central government. 
Given the multi-faceted tasks of reconstruction, resettlement, refugee 
feeciing, demobilization, expansion of government services, and 
revitalizing the economy, the central government, which is responsible 
for dealing with these problems, has stretched its resources to the 
limit, and perhaps beyond. 

Partirular sectoral constraints, and the way in which local 
currency generated under this activity will address these constraints 
is presented in Section IV. of this paper. 

C. GOZ Strategy 

By approximately mid-1981, the GOZ will have produced a com­
prehensive Three-Year Plan (TYP), which will detail the medium and 
long-term development goals of the GOZ. In the interim, the GOZ 
is undertaking a crash program of reh~bilitation, resettlement and 
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reconstruction. These interim efforts include, reconstruction of 
damaged or destroyed infrastructure, repatriation of refugees as 
promptly as practicable, provision of food and shelter for the displaced, 
and provision of necessary related support as these individuals become 
quickly self-sufficient. 

At the same time that the reconstruction and resettlement is 
going on in the countryside, the GOZ is intent upon speeding the 
recovery of the commercial economy and has taken some courageous 
steps in this direction including raising producer prices of key 
agri~ultural crops, encouraging private investment, and easing 
restriction on import licenses. The main strategy for increasing 
equity in the near term is the rapid expansion of education, health 
and agricultural services in the tribal areas, and the initiation 
of settlement schemes designed to ease land pressures. 

D. USG Strategy 

In essence, the USG strategy fo~ Zimbabwe in the short-term 
is identical to that of the GOZ. Reconstruction activities remain 
a high priority. An interim CDSS which is planned for early 1981 
will address the longer-term AID development strategy in Zimbabwe. 

At least for FY 1981, and perhaps longer, the GOZ program 
strategy appears to make eminent sense. BX attacking the resettle­
ment problem, the GOZ is attempting to make as many of the rural 
and urban poor self-sufficient as soon as possible. The strategies 
focus on employment generation, which is supported by manpower 
training programs. The settlement program in the rural areas, which 
will make substantial additional lands available for production, 
should alleviate some of the problems of the rural poor. By attempting 
to build on what already exists, the maximum return on investments 
is assured an4 provides a firm base on which to move to economic 
development programs. The GOZ implementation capacity will be further 
strengthened and the government will be better able to absorb higher 
levels of investments. 

Considering the alternatives, the GOZ strategy of moving in a 
practical, deliberate manner from rehabilitation-reconstruction to 
economic development seems a most reasonable approach to the PAAD 
team. Whethert in fact, the GOZ can successfully carry-out its 
ambitious rehabilitation~reconstruction program in the brief period 
envisioned remains, of course, to be seen. It is expected that when 
the Donors Conference is convened in March 1981, the availability of 
the GOZ Three Year Plan and further experience with program imple· 
mentation should enable the GOZ and donors to better determine how a 
development program should be instituted, in what sectors efforts 
should be concentrated, and the levels of assistance necessary to 
achieve GOZ goals. 
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E. Status of U.S. Assistance Programs 

1. Summary of U.S. Assistance in FY 1980 

The following categorizes the type of U.S. assistance provided 
to Zimbabwe in FY \980 and the corresponding level af assistance. 

Category 

'" l. t~ash Grant 

... 2. Cash Grant 
(Supplemental) 

3. *Cash Transfer to 
UNHCR 

4. Project Grant 

5. *Ambassador's Self­
Help Fund 

6. *Grant to Family 
Planning Assoc. 

7. *Human Rights 

8. *Human Rights 

9. Gtant to AALC 

10. Grant to GOZ 

11. *World Food Program 

J.Z. HIG 

TOTAL 

* Fully disbursed. 

Purpose 

Resettlement of Displaced Persons 
and Reconstruction 

Resettlement of Displaced Persons 
and Reconstruction 

Repatriation of Refugees (thru 
UNHCR) . 

Clinic Reconstruction 

Miscellaneous Small-Scale 
Activities 

Family Planning 

Legal and Judicial Training 

Women's Rights Booklet 

Trade Union Work 

Scientific & Technical Cooperation 

15,000 MT Maize for Emergency Feeding 
(through WFP) 

Construction of Low Cost Housing 

Amount 
(in US SOOOs)# 

13,000 

7,000 

3,000 

2,000 

140 

35 

132 

5 

150 

750 

S,000 

ZS,000 

56,212 

Throughout this paper, $ shall represent U.S. dollars, and Z$ shall 
represent Zimbabwe dollars. The curTent exchange rate of Sl.60 ~ 
Z$l.OO is used throughout this paper. 



- 7 -

2. Status of U.S. Assistance Program 

As can be seen from above, items 3t s, 6, 7, 8 and 11 are fully 
disbursed and items 9 and 10 have yet to commence. The $25 mill ln 
Housing Investment Guarantee program (HIG - item 12) was authorized 
late in FY 1980 and has not been signed. This section will, therefore, 
concentrate on the $20 million cash grant for resettlement and recon­
struction (items 1 and 2) and the $2 million project grant for clinic 
reconstruction (item 4). 

The $20 million cash grant was disbursed in two tranches of $13 
million and $7 million immediately after obligation in July and Sept­
ember of 1980, respectively. The foreign exchange is estimated to have 
been utilized by the GOZ within two weeks of receipt from the U.S. The 
Government has confirmed in writing that all foreign exchange was util­
ized for priority imports in accordance with the Agreement. 

The Agreement required the GOZ to establish a counterpart local 
currency account and these funds were placed under the management of 
the Treasury for use in agreed-upon activities. The following Table I 
presents a financial summary of the $20 million equivalent in local 
currency utilized for relief resettlement and reconstruction, showing 
allocation of local currency funds by category and corresponding GOZ 
Treasury disbursements through September 30, 1980. Corresponding 
estimated disbursements through December 30, 1980 are also shown. 

While the cash grant disbursements of foreign exchange were made 
to the GOZ in July and September 1980 ($13 million and $7 million 
respectively), the GOZ Treasury has already disbursed more than half 
of the generated local currency funds to various ministr~es through 
September 30, 1980. It is estimated that the Treasury will disburse 
more than two-thirds of the funds by December 31, 1980. The GOZ 
Treasury normally disburses funds quarterly based on each individual 
ministry's reported projected quarterly financial requirements for 
implementation activities. What will be accomplished by the GOZ by 
the end of this calendar year under AID cash grant procedures 1 s 
impressive and a schedule of accomplishments attributable to A.>.D is 
presented in Annex Il. 

As can be seen from the ~allowing Table I not all the resettle­
ment and reconstruction activities are moving forward at equal rates 
of speed. The $13 million in local currency equivalent in the first 
tranche is being well-utilized and it is expected that approximately 
90% of these funds will be disbursed by the GOZ Treasury bv the end 
of this year. The $7 million local currency equivalent from the 
secor.d tranche are being utilized more slowly due to the nature of 
the expenditure. Two million of the $7 million have been fully dis­
bursed for comm1.:>dities (food for the refugee feeding program), while 
the rem~ining $5 million related to slower and more complex construction 
and assem:lling activities. 
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TABLE I GOZ Inputs 

Allocatert 

$7.S ~ Reconstruetion 

l .. Irrigation LOO 
2. Roa.ds :t,.so 
3. Schools 4.00 
4. Water Supplies .so 
s. Oi}!S __:_SQ. 

7.50 

$5.5 MM Resettlement oiaefugees_ 

l. Winter seeds 
2. Summer Pack 
3. Tra!nin9 

l.50 
3.:io 
o.ao 

s.so 

$7.C MM Rec~truction (Sµpplem.~ntal) 

$4.44,MM Reconstructior.i 

l. Roa(\ Co:natruction 
Equipment 1.20 

2. Building l.40 
3. Trans. for 

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

& Hospitals .64 
--';<:·~ 

4.44 

$2.56 Resettlement of Refuqees 

1. Feedinq Pro9ram 2.00 
2. Construction of 

Trnq. Blds. • 56 

2.56 

Pa.id by GOZ 
Treas. as of 9/30/80 

LOO 
.13 

l.84 
.04 
.09 

3.lo 

1.50 
2.09 

.52 

4.10 

• 72 
.25 

o.oo 
o.oo 

~ 

l.29 

2.oc 

2.56 

Estimated GOZ Treasuty 
~ents thru 12/31/80 

LOO 
.72 

4.00 
.14 
.25 

6.11 

1.50 
3.20 

__:,§.0 

s.so 

1.20 
.25 

.25 

.30 

~ 

2.32 

2.00 

.56 

2.56 
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Some of the more important implementation problems include: 
(1) a shortage of transport (mainly trucks) and heavy equipment; 
(2) a shortage of skilled construction manpower; (3) periodic shortages 
of building materials and tools; and (4) a shortage of administrative 
personnel in some mi:r!istries which cause delays on the "paper" side of 
implementation (e.g., purchase orders, bills of receipt, delivery state­
ments, reports, etc.). Considering the abovP implementation problems 
coupled with the obvious fact that constructing or reconstructing a 
physical structure requires more time than a simple procurement trans­
action, the delays encountered are considered reasonable, 

However, given the problems faced and the nature of the activities, 
these GOZ organizations are utilizing local currency proceeds well. The 
GOZ is confident that the $5 million balance, of the 57 million local 
currency generated by the cash grant supplement, will be fully di!bursed 
prior to the end of June 1981 (end FYI). This means that the GOZ wi~l 
have disbursed $20 million in local currency in less than 12 ~onths on 
a variety of activities (training, construction, assembly and commodities) 
and these activities were undertaken throughout most of the rural areas 
of Zimbabwe. This is a formidable record of accomplishment and it attests 
to the GOZ capacity to effectively absorb and channel substantial funds 
for sundry activities throughout Zimbabwe. 

Implementation of the $2 million AID Health Clinic Project Grant 
has also been satisfactory, albeit somewhat slower in implementation. 
When the $2 million grant was s~gned on Independence Day it was hoped 
that all 159 clinics which were closed at that time could be recon­
structed and furnished by the end of CY 1980. As of October 30, 1980, 
90 clinics were rehabilitated and operative. By December 30, 1980 
is is estimated that 115 clinics will be completed and funds exhausted. 
Of the $2.0 million project grant, $1,000,000 had been spent on author­
ized expenditures as of October 31, 1980. An additional sum of $750,000 
was in the pipeline from Paris to Salisbury. Final disbursements under 
the grant are expected to occur in December at the present ~ate of 
spending. It was anticipated that the f.inal balance of about $164,000 
would be advanced to the Treasury within a month. Completion of all 
159 clinics will require additional funding of 2$500,000. 

While implementation of the Health Clinic Grant has been exellent 
by comparison with other LDCs, e.g., full disbursement within 9 months 
of grant signing, it has falle~ short of anticipated targets. The 
primary reasons for this delay have become apparent: (a) the use of 
the project assistance format has complicated implementation by the 
Ministry of Health (MOH) and (b) the speed with which reconstruction 
could take place was retarded by constraints in transport and the 
rural infrastructure system. 

With respect to the former constraint, over which AID has 
some control, the project assistance format and GOZ lack of familiarity 
with AID project procedures made speedy response by the MOH difficult. 
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The cost reimbursement system of project financing, even when coupled 
with generous advances did not allow sufficient working capital. The 
lag time between paying small rural contractors, submitting bills to the 
Provincial Medical Officers of Health (PMOH) , amalgamating them for 
submission to the MOH (Salisbury), updating their accounting require­
ments, requesting payment from Nairobi, and receiving it from Paris 
is over 3 months. Secondly, the requirements of AID procurement 
regulations with respect to imported shelf items 
have significantly added to the workload of the ministry and pro­
vincial officials. 

Briefly, the infrastructure constraints include lack of trans­
port available to Provincial Authorities to move building supplies, 
periodic shortages of selected building materials, the inability of 
small rural builders to handle more than one job at at time, the 
scarce manpower resources for supervision by Provincial Authority 
staff and difficulty of having transport to cover a wide geographic 
area. These problems were often compounded by the slow cash flow 
and the fact that small builders have to be paid frequently if they 
are to pay their labor since they operate on very small capital 
resources. On a positive note however, the GOZ has shown considerable 
ability to overcome these constraints as its experience with the 
nationwide reconstruction effort grows. 

Experience with the assistance provided to date confirms the 
earlier analysis that the GOZ has the necessary absorptive capacity 
to effectively utilize the assistance provided. Bottlenecks are 
clearly evident in key areas such as transport and shortages in many 
skilled categories underline the need for an early start in manpower 
training programs. Despite these problems, progress has been 
excellent--particularly with the program grant which utilizes the 
GOZ's own procedures and practices in implementing the projects and 
programs financed by the local currency generations. 

F. Other Donor Assistance 

The GOZ Treasury presented the PAAD team with a current schedule 
of other donor assistance (soe Annex E). 

A review of the financial procedures followed by the GOZ showed 
that, although some reconstruction and resettlement programs were 
funded by more than one donor, the GOZ: (1) had the capacity to absorb 
the funds provided, (2) the GOZ financial procedures are satisfactory, 
and (3) there was no duplication of effort"·in fact, most activities 
required much more funding than was available. 

The PAAD team concluced that even with substantially increased 
other donor assistanc~ levels, it is unlikely that the GOZ resettlement 
and reconstruction financial requireiments will be met. Given the highly 
effective GOZ financial procedures, duplication of effort is not deemed 
a program problem. 
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III. Economic Background and Program Justification 

A. General EconQmic Backgroun~ 

1. Macro-Economic Setting 

The basic data on the Zimbabwe economy are presented in Annex F. 
While a small lower middle income country by international standards 
(per capita GNP was US$530 in 1979) the economy is the largest in 
Southern Africa after South Africa, equal to thE~ total of ~ozambique 
and Angola combined. It is highly diversified economy with important 
agricultural (12.4% of GDP), manufacturing (24.8% of GDP), and mining 
(7.9% of GDP) sectors. Each of these sectors, in turn, is divided 
into a variety of sub-sectors. The major agricultural crops are 
tobacco, cotto~, maize, sugar, wheat, beef and dairy products, ground­
nuts, tea and coffee. The mining industry produces a number of pro­
ducts including gold, asbestos, nickel, copper, and chrome. The main 
manufacturing industries are iron, steel, and metal fabrication (26%), 
chemicals and petro-chemicals (14%) 1 food processing (14%), beverages 
and tobacco (11%), and textiles (19~). Although the primary sectors, 
agriculture and mining together only produce ab<>ut 20% of GDP, they 
provide about 70% of Zimbabwe's export earnings. On the other hand, 
while manufacturing accounts for the remaining 30% of merchandise 
exports, the sector as a whole is a net user of foreign exchange 
because of very large inputs of capital equipment and industrial raw 
materials. 

The economy is well endowed with infrastructure--a rail system 
connecting all major economic centers as well as four links to ports 
in South Africa and Mozambique, 10,000 ki!ometers of road, and a 
widespread telecommunications system. With the completion, in 1985, 
of a major thermal electric complex at Wankie, the country will be 
self-sufficent in electricity generation. Similarly, Zimbabwe has 
a much more sophisticated financial structure than is typically the 
case in an economy of this size, due in part to the restrictions 
sanctions placed on access to international capital markets. 

Gross Domestic Income in 1979 amounted to Z$Z.5 billion which 
was roughly shared between wage and salary earners and investors 
on a 3:2 basis. Thus, corporations, unincorporated enterprises which 
are mostly private farms, and parastatals had gross operating profits 
of approximately one billion Zimbabwe dollars. However, investment 
expenditures in the private sector were very low, about Z$190 million 
in 1978, or 8% of GDP. Consumption expenditures have averaged 
approximately 60% of GDP over the latter half of the 1970s, while 
government non-capital expenditures have increased throughout the 
period, reaching 20% in 1978. 
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While per capita income is high by African standards, the economy 
is highly dualistic with sharp, perhaps unequaled, disparities in income 
between the white and black populations. Per capita income for the 
white population is probably around US$10,000, while for the black 
population it may be as low as $150 per year. In ether words, the 
white 4% of the population earns about 65% of the pre-tax income. 
The immediate reasons for this striking inequality are obvious. 
Probably two-thirds of the African labor force depend on the traditional 
economy for their income, and yet this economy produces no more than 4% 
of total GDP. 

Of those 900,000 Africans who have wage-paying jobs in the modern 
sector, about 45% arc employed in the low-paying agricultural and 
domestic service sector. The average white/black wage differential is 
eleven to one, due partly to differential stocks of skills.* Added to 
the wage difference is the fact that probablv 90% of profits are earned 
by white Zimbabweans. · · 

Many of these inequalities are the result of discrimination 
practiced by the various white-dominated governmen~s of the pre~ 
majority rule period. The clearest instance of this is the division 
of the country's land into commercial area (largely, though not solely 
reserved for whites), and Tribal Trust Lands (TTLs) reserved for blacks. 
The land was divided approximately in half, which meant that black farms 
in the TTLs averaged 5 hectares of arable land while white commercial 
farms averaged 100 hectares. Equa~ly important the best lands were 
reserved for whites, who own 72% of the land in Regions I and II, the 
most productive areas. 

These inequalities were reinforcf~d by conscious government policy 
of allocating resources to the whi tE~ sectors. For example, marketing 
structures and institutions, which are fully developed to serve the 
commercial farm sector are almost n(>n·existent in the TTLs. Similarly, 
agricultural research is geared almost exclusively to service the 
needs of the commercial sector, and while there is approximately one 
extension agent to every 60 farmerg in the commercial sector, there 
is only one to every 800 farmers in the TTLs. Education and health 
services were equally skewed. Per pupil expenditures in white schools 
were ten times per pupil expendit~res in black schools, and while 
virtually all white students graduated from Form IV, only 4% of the 
black students were able to do so. 

The other side of this depressing picture is that in many ways ,.the 
black population is better prepared for rapid development and entree 
into the modern sector than is the case in most other African countries. 
African university graduates number around 11,000, a stock of high level 
manpower which is unprecedented for a newly independent African country. 

* Average black wages are Z$750 while average white wages are 
Z$8,250. 
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Moreover, the share of the labor force employed in the modern sector 
is large and with the right mix of investment programs, black incomes 
can be expected to rise rather quickly in the future. 

While Zimbabwe does have a thriving private market economy, 
the role of government is pervasive. All major utilities, the 
railroad, and the airline are solely owned oy the Governnent of 
Zimbabwe and managed through public corporations The gov.ernment 
owns 49% of the country's iron and steel industry and provides sub­
sidies to exporters. Foreign exchange controls are very stringent 
both in the area cf import licencing and repatriation of capital. 
Almost all of the 1narketing in the commercial farm sector is controlled 
by a government agency, the Agricultural Marketing Agency. There 
are a minimum wage laws, and controlled prices for most important 
consumer commodities. 

The primary task facing the present government is to redr!ss the 
inequities inherent in the economy, without at the same time eroding 
the vitality of the modern sector, which offers the best hope for 
increasing black standards of living in the future. 

With the coming of majority rule the government faces a number of 
severe problems--primarily the integration of the liberation armies 
into both the National Army and the civilian economy; the resettlement 
of refugees; the fears of whites that they would be excluded from the 
new order; and the need to maintain the vitality of the white dominated 
modern economy; while at the same time moving quickly to a more 
equitable distribution of incomes and assets. 

The strategy adopted by the Mugabe government to deal with these 
problems is essentially fourfold: 

(1) the maintenance of traditional ~overnment policies toward 
the modern economy; 

(2) the beginning of a settlement program moving some African 
farmers from the Tribal Trust Lands to underutilized land in t.he 
commercial sector; 

(3) a program of investment and reconstruction in the tribal 
trust areas; and 

(4) a vast expansion of government services to the black African 
population, particularly in the areas of health and education. 

By moving on all these fronts at once, it is hoped to generate 
economic growth and thus increase the share of income going to black 
workers, to increase production and incomes in the TTLs, to assuage, 
to some degree, the land hunger of the black population, and, through 
the provision of health and education, to meet the aspirations of the 
majority population for ~ better quality of life. 
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Z. Recent Economic Trends 

Between 1969 and 1974, the Zimbabwean economy experienced a rate 
of growth of GDP at 7.4% per annum, and a rate of growth of per capita 
income of approxi.mately 4% per year. From t~1e end of 1974, however, 
the economy experienced a significant downturn which lasted until the 
middle of 1978. Since that time the economy has shown progressive 
signs of recovery. Between 1975 and 1978 GDP, in real terms, fell 
1Y 12.1% and in per capita terms the decline was over 20% whicn 
indicates the severity of the recession. Indeed, by the end of 1979 
real per capita income was only three Zimbabwe dollars greater than 
per capita income in 1964. In real terms private consum~tion fell by 
12.4% and gross fixed capital formation by 50.2%, whereas net government 
expenditures, fueled by the war, rose by 34.3%. 

The decline was caused by a number of factors. In the first 
instance the impact on the economy of the international recession 
following the 1973 oil crisis was severe. The decline in Zimbabwe's 
terms of trade, coupled with the closing of ports in Mozambique 
following that country's independence, caused severe deterioration 
in the balance of payments. In order to restore equilibrium there 
was a substantial cut back in non-petroleum product imports. The 
volume of total imports by the end of 1979 was only 67% of 1964 levels. 
Restrictions in the importation of raw materials slowed manufacturing 
output which declined by 14%. Agricultural output, due to weather 
conditions, and the increased violence in the countryside declined 
28.5%. The declines in output in the goods sector (17.6%) led to 
equivalent declines in the service industries--particularly con­
struction and distribution. Finally, the recession was caused by 
lack of confidence in the business community due to the unstable 
political situation. This uncertainty is evidenced by the profound 
decline in investment expenditures to 11.2% of GDP. 

However, the Lancaster House settlement offers hope for a return 
to positive growth and an acceleration of the recovery that began in 
mid-1979. The removal of sanctions, the opening of the Mozambique 
ports, and the rise in mineral prices have all strengthenRd the foreign 
sector, and the outlook for both exports and imports is highly 
positive. Bu3iness confidence is still somewhat restrained, and 
private investment is likely to be slow in recovering. That is 
probably all to the good in the near term as increased governmental 
expenditures on reconstruction and expansion of services is likely 
to generate all the increased demand the economt can satisfy in the 
near term. An upswing in domestic private investment is likely to 
be highly inflationary. 

Overall current projections call for 5% real growth in GDP in 
1980, with somewhat higher growth rates in 1981, if the weather holds 
up. Mining production for the fir!>t six months of 1980 was 37 .5% 
higher than for the same period of 1979; agricultural product sales 
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were 24% higher over the same period. Trade and manufacturing 
indices for June, 1980 were 18.6% and 16.6% above June, 1979 levels. 
Much of this growth is due to increased capacity utilization, and 
continued growth in the future is likely to depend on inGreased 
domestic savings and investment rates as well as substantial capital 
inflows from abroad. 

B. Economic Program Justification 

1. Government Budget 

A consolidated expenditures account for the fiscal year 1979/80 
and 1980/81 is presented in Table II. Total expenditures in 1980/81 
are projected to increase by 23.8% over 1979/80, while revenues are 
projected to increase by 28.0%. Thus, the government deficit, which 
was 40.8% of total expenditures in 1979/80 would decline to 35.3% 
of total expenditures in 1980/81. However, current estimates of 
expenditures show that the original budget erred by Z$100 million 
on the conservative side, and that, therefore the budget deficit 
will be closer to 40%. More disturbing however are projections for 
the future, as expenditures are expected to rise by 40% while revenues 
to increase by some 21%. If these projections hold, the budget 
deficit for 1981/82 will grow to approximately Z$1 billion, and the 
deficit as a percentage of expenditures will grow to 48.5%. 

a. Expenditures 
The high rate of growth of expenditures has been forced upon the 

new government by the political situation in which it finds itself. 
It must make moves toward equity and the provision of the basic services 
without substantially discomfitting the white economy. In order to do 
so it has used the main lever at its disposal, government expenditures. 
Table IIclumps expenditures into categories appropriate for analyzing 
government policy. 

Because of the need to integrate the liberation armies into the 
National army 8 the government was unable to enjoy a dividend due to 
the end of the war, and the security forces accounted for 38% of 
current expenditures on goods and services. The first six categories 
of Table I represent important political priorities. In these 
categories expenditures increased between 1979/80 and 1980/81 by 
ZS202 million. If we add the change in uncontrollable outlays to the 
top six categories, then these represent 68% of the increase in 
expenditures. Thus, given the political pressures on the government, 
is is going to be very difficult to reduce the growth of expenditures. 

b. Resources 

Probably more than 90% of tax revenues is derived from the white 
dominated modern economy. For the 1980/81 budget year, 58% of tax 
revenues came from income and profits taxes and another 40% from 
indirect taxes. Since food and rent are excluded from indirect tax­
ation, and since income taxes are only levied on families with incomes 
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TABLE !I 

!_XPENOI'l'UR!S BY MA.10R CATEGORY* 
(thousands Zimbabwe dollars) 

(l) (2) '3) (4) 
1980/Sl 1980/0l Ratio 1980/81 
(original (revised Column (3) to revised share 

1979/80 estimate) estimate) column (l) of budqet (~ 

l. National Security 384,655 315,985 362,985 0.94 23.6 

2. snttlement 2,s21 8,301 a,301 3.58 o.s 

3. Reconstruction and 
Investment in TTLs 9,180 42,487 42,487 4.63 2.a 

4. Education 120,437 194,494 236,494 l.96 lS.4 

s. Hc~altn 54,226 91, 795 91,795 l.69 6.0 

6. Food SUbsidies 37,729 68,700 68,700 l.82 4.5 

7. General Administ~~tion ltl ,495 124,083 124,0SJ l.ll 8.l 

a. Economic Ministries 108,238 128,695 l28,69c; l.19 9.4 

9. Other Capital Budqet 52,986 55 ,"/EO 55,760 1.05 3.6 

1?. Relatively Uncontr~llable 
Outlays 250,523 305,964 305 ,964 l.22 19.9 

ll. Other 30,383 103,720 ll4, 720 'L78 7.4 

12. TOTAL l,162,073 l,439,9134 l,SJS,984 l.33 100.0 

* Table II does not include thft $114 million of qrant assistance thot has been 
earmarked. for rf!lconstruction and. emerqency feedi.nq cf refuqees. These funds 
are placed in a special account and do not enter either the revenue or expenditure 
account:s. 
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in excess of Z$3,000, the tax structure is probably progressive on the 
whole. Non·tax revenues account for about 25% of total resources and 
are divided between payments for services and use of property (40%) 
and a variety of miscellaneous transfers. 

Since a very high proportion of tax revenue is functionally 
related to income, it should not be surprising that real revenues 
fell between 1977 and 1979 by about 12% at the same time that real 
income fell by 3%. In 1980, however, real revenues are expected 
to approach 1977 levels, and be 9.51 higher than in 1979. At the 
present time, taxes repTesent 22.5% of the total national income. 
Given the rise in expenditures, the government is giving serious 
consideration to raising tax levels. However, there are serious 
problems attached to increasing the rates of direct taxation, which 
are 49.5% on corporations and probably average 35% on personal income. 
The government is opposed to broadening the tax base since it see 
imposing taxes on the poorer segments of the population as being 
ineqitable and politically difficult. 

Despite these problems, the Treasury estimates that revenues 
for 1981/82 will be 20% higher than in 1980/81, due largely to a 
17% rise in nominal incomes. At present the government does not 
see any possibility of closing the budgetary gap through increased 
taxation, and for the foreseeable future budget deficits are likely 
to continue growing. 

c. Financing the Government Deficit 

Clearly, the most difficult financial problem facing the Govern­
ment of Zimbabwe is financing the very large deficit to be incurred in 
fiscal year 1980/81, and the even larger deficit expected in 1981/82. 
With expenditures on the order of Z$1,540 million and revenues of 
Z$925 million the total deficit in 1980/81 is on the order of Z$615 
million, or 19% of projected GDP during the 1980/81 fiscal year. 
In the past the government has largely relied on the domestic market 
to finance its deficits, borrowing a total of Z$1,093.9 million over 
the past five years, including Z$937 million in fiscal year 1979/80. 
Consequently, total domestic debt by June, 1980 reached Z$1,302.7 
million, approximately half of GDP. 

Domestic borrowings of this magnitude were possible in the past 
because of the highly liquid nature of the private sector. With low 
investor confidence, coupled with strict foreign exchange controls, 
the private sector has savings substantially in excess of investment 
requirements (See Table VI in Annex F). Much of these savings were 
in the form of liquid assets in the banking system, which by the end 
of 1979 were approximately Z$200 million above required liquidity 
needs. Consequently, even with substantial government borrowing, 
interests rates have remained at low levels ranging from 4~1/2% for 



-18-

3-month bills to 8-1/3% for commercial mortgages. The average yield 
on local stocks was 10-12%, while government stock yield ranged from 
4.05% on 1 year certificates to 9.00% on 30 year certificates. Given 
the underlying inflation rate of 10-12% all of these returns were 
negative in real terms. 

While the recession is over, and the economy is recovering, pri­
marily due to a revitalized foreign sector, plus heavy government 
expenditures, private investment is still lagging. For example, total 
construction in the first quarter of 1980 wa~ virtually at the same 
level as in the same quarter of 1979. Consequently, the government 
should be able to borrow from the private sector on the order of 
ZS 280 to Z$300 million, without exerting any inflationary pressure. 
This would finance about half of the deficit. Probably another $100 
million can be financed through a variety of means including greater 
tax collection (Z$20 million), underspending (Z$20 million), loans 
from building societies to finance housing construction (Z$20 million), 
disinvestment bonds (Z$20 milion), and miscellaneous revenues (Z$20 
million). This leaves another Z$215 million to be financed from 
external sources, of which approximately ZS30 million is budgeted 
to come from aid flows. 

/~he government's reconstruction and refugee program is financed 
out oF a separate fund which does no~ appear in budget estimates. 
Total spending in these accounts amounted to ZS29.6 million for refugees, 
and ZSS0.5 million for reconstruction. Approxiamtely 90% of these 
monies came from foreign grants. Without these aid flows these critical 
programs would have had to.be funded from domestic sources thus in­
creasing the budgetary deficit by a further Z$71 million~! 

Thus the government will need to borrow from foreign sources in 
FY 1980/81 approximately Z$185 million if more aid is not forthcoming. 
The World Bank is currently discussing with the GOZ a commodity import 
loan of about Z$47 million. Other donors are expected to increase 
their assistance during the coming fiscal year. At present there are 
no good data on either obligations or disbursements aside from the 
reconstruction account. This picture will undoubtedly become ~learer 
after the donors conference in March 1982. If the GOZ can reach 
agreement with the Bank, the necessary borrowings can be reduced to 
Z$138 million, a manageable amount, though an increase in the govern­
ment's foreign debt of 38%. Given prevailing interest rates in 
international markets, these borrowings, while not excessive, could 
lead to a substantial increase in debt servicing ratios. Moreover, 
borrowing on this scale would push up the foreign debt to GDP ratio 
of 15%, a level generally in line with other middle income countries. 

While the 1980/81 budget will cause grave difficulties it can 
probably be managed without creating excessive debt burdens and 
without creating demand-pull inflationary pressure. Indeed, despite 
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a substantial increase in the money supply since 1975 (Ml increased 
by 13.9% per year and Ml and M2 together by 17.1% per year with 
nominal GDP roughly constant) inflation rates over the period averaged 
only 10% per year. Most of this inflation is probably due to supply 
factors--increases in import prices, increases in food prices due to 
the drought, and real wage increases despite declining productivity. 

It is in the 1981/82 fiscal year that the economy may become 
unmanageable. If current projections hold, and the deficit is on the 
order of Z$1 billion, financing may be impossible without resorting 
to inflationary finance. With the expected resurgence of private 
investment especially as the economy begins to reach full capacity, 
and the reluctance to increase foreign borrowings to an unacceptably 
high level, the government may be forced to finance perhaps Z~SOO 
million of the 1981/82 deficit through the printing press. The 
result could then be a rate of inflation in excess of 25%, a weakening 
of the balance of payments, crowding out of private investment, and 
an end to the recovery. The Treasury Departemnt of the Government of 
Zimbabwe is a very conservative agency, and will probably not allow 
such a scenario to take place. The alternatives however are equally 
impalatable--an increase in taxation on the modern sector which would 
also slow the economy, or a decrease in the promised provision of 
services needed to redress the equity problem. 

2. Ba~.ance of Payments 

On the surface, Zimbabwe's balance of payments has been relatively 
strong throughout the second half of the decade of the 1970s. Between 
1975 and 1979, reserves have increased by US$176 million, with most 
of this change coming in 1978 and 1979. By the end of July, 1980, 
the Reserve Bank of Zimbabwe held US$323 million in foreign assets, 
while the banking system held an additional US$57.3 million. These 
reserves are sufficient to cover approximately 3-1/2 months of imports 
at 1980 rates, a level somewhat higher than the average middle income 
country. Tabe X in Annex F presents both past performance and future 
projections on the balance of payments. 

However, the relatively robust balance of payments picture is 
largely due to very stringent foreign exchange controls in the import· 
ation of goods and in the movement of capital and repatriation of 
profits. There are no hard e$timates on the effect upon the deficit 
of removing exchange controls, but guesses range from US$200 million 
to US$400 million. This conservative policy towards imports has been 
partly responsible for the recession during the 1978-1979 period, 
and continued controls are likely to limit the expected recovery, 
particularly in manufacturing. 

a. Current Account 

While the trade balance has been positive throughout the period, 
ranging from US$ 12 million in 1975 to US$128 million in 1977, this 
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surplus has rarely been sufficient to overcome deficits in other current 
account items. The main problems in the goods accounts have been the 
severe downturn in the terms of trade, which by the end of 1979 stood 
at 56.4, with 1964 = 100. There are a number of factors responsible 
for this downturn, although the inflation of import prices, primarily 
due to the increase in oil prices, was predominant. Import prices at 
the end of 1979 were 2.2 times their 1975 level. While mineral prices 
rose, tobacco prices have been weak, and consequently export prices 
stood at only 1.5 times their 1975 level. In addition, the closing 
of the Mozambique border and the imposition of sanctions probably 
raised import prices by 5% and lowered export prices by 15-20%. 

The first five months of 1980 showed a reversal of this trend, 
with import prices actually falling by 9.3% and export prices increasing 
slightly by Z.3%. The result was a 13.8% increase in the terms of 
trade. In volume terms, exports are expected to be somewhat higher 
than in previous years, while imports are expected to expand even more 
quickly. The merchandise account should continue to be positive 
throughout 1980 and 1981, but will probably be in balance in 1982, 
due to rapid expansion of imports. 

The service balance has been substantially in deficit throughout 
the period, due largely to freight and insurance charges, but also to 
a negative tourism and travel account. The net deficit on invisibles 
peaked in 1979 at Z$192 million and is likely to move somewhat higher 
in 1981 and 1982. 

The government has strict restrictions on repatriation of profits, 
allowing foreign corporations to remit no more than 50% of after tax 
profits. Because of sanctions, repatriation of profits to firms in 
the U.S., U.K., and Canada were totally blocked during the UDI period, 
Consequently, net flows of investm~nt income have averaged about nega­
tive Z$40 million per year. New legislation designed to encourage 
foreign private investment allows full repatriation of profits and 
capital for new investments, and as a result, net investment income 
flows are expected to reach -Z$109 million by 1982. 

Nongovernment transfers are also normally negative though these 
have been more than balanced by aid flows in the form of grants in 
1980. Overall, the balance of payments on current account was expected 
to be negative on the order of Z$50 million in 1980, but is expected 
to fall to Z$177 million in 1981 and Z$277 million in 1982. 

b. Capital Accounts 

Throughout the 1975-1979 period current account defic1ts were 
financed by capital inflows in both the privat~ and government sectors. 
With the unblocking of funds following the Lancaster House settlement, 
1980 and 1981 are likely to see capital out-flows in the government 
sector, which will be offset in large part in 1981 and 1982 by borrowing 
by puclic corporations in commercial markets to finance railway elect­
rification and the Wankie thermal power station. Nevertheless, current 
projections call for total deficits in the current and capital 
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accounts of Z$ 93 million in 1980, Z$ 95 million in 1981, and 
ZS ·141 million in 1982. These large deficits, due almost entirely 
to an easing of foreign exchange restrictions will be financed by 
government purchases of gold from domestic mines. Thus foreign 
reserves are expected to remain at current levels throughout the 
period. 

It should be noted that estimates of official capital flows 
contained in the balance of payments projections are not necessarily 
consistent with the financing needs expected by budgetary authorities. 
Thus it is possible, that foreign borrowings to finance the deficit 
will lead to a surplus in capital and current account. Consequently, 
in order to avoid even greater increases in money supply, import 
restrictions may be further relaxed, soaking up some of the excess 
demand, and allowing the private sector to increase investment 
spending. 

Therefore, if sufficient amounts of concessional assistance are 
available to Zimbabwe over the next two fiscal years, the economy 
may be able to grow rapidly while at the same time being restructured 
toward greater equity without being saddled with an onerous domestic 
and foreign debt. What is presumably needed over this period is 
between US$500 million and US$ 1,000 million. 

C. Summarv Pro.[!am Justification 

The Government of Zimbabwe is undertaking a very difficult 
program of revitalizing a modern economy while at the same time 
restructuring that economy so as to achieve greater equity. Among 
the urgent needs which must be met, are a demobilizing of those 
parts of the liberation armies not incorporated into the regular 
Zimbabwe armed forces, reconstruction of infrastructure destroyed 
during the fighting, extension of transport, marketing, and extens­
ion services to the TTLs, settlement of large nwnbers of small holders 
in the former commercial areas, rapid expansion of health and edu­
cation services, and substantial increases in private sector invest­
ment in order to replace the capital stock which grew obsolete during 
the sanctions period. 

Along with requiring a great deal of ingenuity these programs 
will require a great deal of money. The most C(itical shortage will 
be in the area of goverment budgetary resources, but shortages of 
foreign exchange will inhibit the expansion and modernization of 
the private economy. While the proposed US grant of l20 million 
dollars will not be anywhere near enough to close the resource gap, 
it is urgently needed. 

While this proposed grant will not go very far in solving the 
government's financial problems, it may have a far wider political 
impact. In the long run, political stability may depend on the 
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ability of the economy to raise income in the line with expectations; in 
the near term, political stability may depend more on the perceptions of 
the black majority that change is occurring. Thus every dip tank, road 
s~hool, and clinic which we are able to rebuild, every increase in 
extension services due to our financing of extension training, is likely 
to add to the perception that progress is occurring. These changes need 
to occur quickly if they are to have a strong political impact. For all 
these reasons then, political, budgetary, and balance of payments, it is 
important that the U.S. provide the proposed $20 million US as soon as 
possible. ., 
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IV. Use of Counterpart Local Currency 

A. GOZ's Immediate Local Currency Requirement~ 

In discussions with various GOZ ministries during the preparation 
of this document, the PAAD team learned that in excess of $78 million 
financing is being requested by various GOZ ministries from the GOZ 
Treasury for a range of activities which could be undertaken during the 
present GOZ Fiscal Year (July 1, 1980 - June 30, 1981). Additionally, 
requests have been received from the Ministry of Local Government and 
Housing for more than $26 million to continue current activities, but 
for which financing will be necessary commencing July 1, 1981 . . 

In consultation with various GOZ ministries, the PAAD team 
identified activities in excess of $38 million which were most com­
patible with mutual GOZ and USG short-term strategies and which would 
likely commence in the current (FY 80-81) GOZ FY. These activities 
fall withi.n the broad agriculture, education and health sectors and 
are directed to problems of resettlement, construction/reconstruction, 
and related development activities. The above figure does not include 
the GOZ's FY 81-82 physical reconstruction program, which alone will 
require in excess of $41 million commencing July 1, 1981. 

Before moving to discussion of the general areas where the AID-
local currency equivalent will be directed to address broad sectoral 
constraints, two points are worth noting. First, all GOZ personnel 
lauded the AID cash grant approach and they were quick to state that 
in large measure the success of the FY 1980 $20 million Program Grant 
was due to the prompt availability of local currency to the GOZ 
operating ministries. Without exception all GOZ personnel emphasized 
the need to continue the cash grant approach so as to reinforce and 
continue the operating momentum generated and initiate supporting 
developmental activities necessary to the success of the GOZ resettle­
ment/reconstruction program. Second, USAID/Zimbabwe, the GOZ and 
the PAAD team feel strongly that shc:mld further AID funds become 
available to Zimbabwe any time before the end of this FY (Sep~ember 30, 
1981), such funds should be transferred as an amendment to this AID 
FY 1981 $20 million Program Grant. As can be seen from above the 
Section III. of this Paper, the GOZ's financial needs far exceed what 
is being provided hereunder. This PAAD could easily have been written 
for a level of $50 million or more, if such AID funds were, in fact, 
available for Zimbabwe. 

B. General Sectoral Constraints 

The PAAD team reviewed the GOZ agriculture, education and 
health sectors and found that the same broad constraints were common 
to them all and, further, overcoming these constraints was vital to 
the achievement of immediate GOZ resettlement and reconstruction goals. 
Failure to address these constraints now would adversely affect the 
GOZ's ability to attain its longeterm goals. 



It should be understood at the outset that although these con­
straints are mentioned individually below they should not be viewed 
discretely, rather they are interrelate·d. For example, to address a 
skilled manpower constraint requires (in the context of Zimbabwe) 
financial resources for construction of training facilities, materials 
and equipment for these facilities, as well as a curriculum and suf­
ficient and competent train~rs. 

The AID-generated local currency under this Program will 
address the following secto~al constraints: 

1. Shortages of Skilled and Professional Manpm~ 

The training requirements of the GOZ include, inter alia, 
training for: (a) village level and certificate level extension 
agents, (b) African farmers, (c) research technicians, (d) agri­
cultural assistants, (e) social scientists, (f) warehouse management 
specialists, (g) skills training (e.g., bricklayers, electricians, 
plumbers, carpenters, etc.), (h) medical assistants, and (i) primary 
and secondary school teachers. 

2. Shortages of Physical Facilities 

Among the types of facilities required by GOZ to better imple­
ment its resettlement, reconstruction and related development programs 
are: (a) field level extension training centers, (b) quarters for a 
host of village level extension workers, (c) main irrigation canals 
and lateral canals, (d) livestock management centers, (e) primary and 
secondary schools, (f) warehouses (for distributing inputs as well as 
cro? collection points), (g) clinics, (h) medical stores, (i) health 
training schools and (k) livestock dip tanks. 

3. Other 

The GOZ faces shortages of specialized technicians and pro­
fessions to address particular implementation and planning problems. 
These services, many of which can be provided by the Zimbabwean 
private sector, could be tapped for a variety of things including 
prefeasibility and feasibility studies, project pr~paration and to 
supplement the GOZ public sector's technical and professional resource 
base. 

C. Areas of Concentration for AID· Local Currency Equivalent 

As mentioned above, the PAAD team identifi~~d resettlement, con­
struction/reconstruction and related development activities for which 
in excess of $38 million would be needed for implementation during 

FY 80-81. The GOZ Ministries of the Treasury and Economic Planning 
and Development concur in that these activities are high priority. 
There may be additional activities for which the above-mentioned 
ministries also consider high priority. These ministries are now in 
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the process of examining all these activites and determining the mix 
of an assistance package for $20 million which it considers mo::;t appro­
priate. This package is expected to be submitted to USAID/ZLnbabwe 
during the first half of Dec~mber 1980. 

It has been agreed by USAID/Zimbabwe and the GOZ that the focus 
of AID assistance will be in the areas of training, construction, recon­
struction, materials and equipment for facilities, and related supporting 
development activities to address critical sectoral constraints. The 
previous section presented an illustrative list of the type of training, 
construction/reconstruction, and other activities towards which the AID-
local currency equivalent would probably be directed. 

The above activities not only address key equity and development 
constraints which the PAAD team believe are of critical importance, but 
they are also the same activities to which the GOZ gives highest priority. 
There are additional advantages. We believe these activities can be 
initiated or continued promptly and that funds for these activities will 
be disbursed relatively quickly. The activities--most of which should 
principally affect tribal areas--have a "high visibility" in the sense 
that Zimbabweans will perceive that the GOZ is taking concrete action to 
address the question of equity--and will thereby contribute to the 
maintenance of political stability. Finally, these areas will also 
probably be the focus of AID's longer term development strategy for 
Zimbabwe, which will be articulated in the CDSS to be completed early 
in 1981. 
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V. Program Implementation 

A. Financial Arrangements 

This program is designed to facilitate the flow of financial 
resources to the GOZ to enable it to meet its immediate foreign 
exchange and budgetary shortfalls as described in Section III. of 
this paper. Accordingly, this grant will be disbursed to a GOZ 
account in a U.S. bank specified by the GOZ in a Financing Request. 
The Financing Request will be submitted to AID within sixty (60) days 
from the date of execution of the Program Grant Agreement. Given 
AID's past experience with the GOZ it is almost a certainty that the 
Financing Request will be submitted by the GOZ simultaneously with 
the Program Grant Agreement signing. 

Because the GOZ's normal quarterly foreign exchange and bud­
getary requirements (see Section III) substantially exceed the full 
amount of this Grant ($20,000,000) and the urgent requirement for 
foreign exchange for the GOZ's redevelopment program, AID's 
initial disbursement will cover the full amount of this Grant. 
Tranching of disbursements under the present circumstances would 
serve no useful purpose and would have adverse consequences on 
implementing the GOZ's short term reconstruction, resettlement and 
related development program goals. As shown in Annex C, the GOZ 
has demonstrated that it can draw down substantial foreign exchange-­
well within the 3-month disbursement period recommended in Handbook 
IV, Chapter 8; also Section II. E. amply demonstrates the GOZ 
capacity to utilize local currency quickly and effectively. The 
PAAD team is confident that the local currency generated hereunder 
will be utilized with the same high level of competency as the 
FY 1980 $20 million grant. However, without a firm commitment for 
the full and immediate availability of AID' s fort~ign exchange 
resources, the GOZ will not be able to put up the full local currency 
equivalent to finance the program described in Section IV., leading 
to further delays in implementing the GOZ 's sho1·t term strategy. 
This, in turn, would diminish both the economic and political 
returns to the USG from the assistance provided. 

Upon transfer of US dollar funds under this Grant, the GOZ 
Treasury will establish a Special Account which will contain the 
local currency equivalent of the US dollar grant. Funds from this 
account will be used to support the GOZ's resettlement, reconstruction 
and related development activities described in earlier Sections of 
this Paper. 1'he GOZ Treasury wil 1 administer th•~ Special Account in 
accordance with its own financial and administrative procedures, 
which the PAAD team can attest have proven more than satisfactory 
under the FY 1980 $20 ndllion grant. Also, the GOZ in con.sultation 
with USAID, will determine the timing and amount of funding for 
various aspect3 of the programs financed hereunder. Experience 
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under the FY 80 $20 million Program Grant has shown that this 
flexibility is necessary because of: (a) the magnitude and 
complexity of the GOZ's resettlement, reconstruction and related 
development program;(b) the importance of the timing of financial 
and other inputs under GOZ control; and (c) the fact that other 
donor's funds-·as in FY 80--may not be available in a timely 
manner, which is likely to create "gaps" in the program which will 
be difficult to eliminate in the absence of GOZ flexibility. In 
order to meet such contingencies, the Agreement will permit the 
reallocation of Special Account funds, with USAID concurrence, 
on a case-by-case basis. 

B. Program Monitoring 

AID will monitor the progress of the GOZ reconstruction, resettlement 
and related development program through quarterly financial reports 
containing the following information: 

1. quarterly and cumulative disbursements by the Treasury 
from the Special Account; 

Z .. for each program or activity funded from the Special 
Account, the amount budgeted for the activity, disbursements made 
during the quarter and cumulative disbursements; and 

3. a general description of activities, goods, services, 
structures and/or facilities, etc., financed during the quarter. 

AID will, of course, retain the right to audit and inspect activities 
financed from the Special Account. 
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VI. Negotiating Status and Covenants 

There are no significant issues or problems outstanding with 
the GOZ. The AID experience under the $20 million FY 80 ~illiQ.A 
fY SQ Cash Grant has shown that the GOZ fully understands cash grant 
procedures and has utilized those funds satisfactorily. Moreover, 
as indicated by the GOZ's request for assistance, the Government 
highly favors the program grant approach over funding mechanisms 
used by other donors. The Program Grant Agreement is being pre­
pared by the REDSO/EA RLA and will closely follow the format and 
content of the FY 80 Agreement. 

The PAAD team foresees no obstacles to duly signing the FY1981 
$20 million Program Grant Agreement immediately after advice of 
AID/Washington authorization, receipt of fiscal data and notification 
to proceed. 



Mr. Charles Grader, 
Director, 

Annex A 
Ref'. 

GH 

Miniet~y of Finance, 
?.rivate Bag ??05, 

CAUSEllAY, 
Salisbury, 

Zimbabwe 

N4)Vember 21, 1980 

_ U.ni.ted. .ata.tes ·M8nc7. !Q» In.tei:na.tiol)al 
··De-velopment in Zimbabwe, 

P. 0. Box HG 81, . .• 
HIGHLANDS, · · 
Salisbury 

·Dear Mr •. Grader, 

In light.o~ discussions between U.S. Embassy and AID 
o:t.f'ioials and of'1"1~als of the Govc!rnment of Z:Lmbabwe regard­
ing th~ severe balance of payments and budgetary shortfalls in 
connexion with the resettlement, reconatructioJl and related 
programmes in ZimbablHt, by means of this letter, the Govern­
ment ot Zimbabwe I 1equasts immediate' United States Government 
financial assistance·; in the amount of U .s .. SlOC) million, to 
help meet those shorttalls and tinimee progranunes as previously 
discuseed. · . . 

, We might also. take th.is c>pportuni ty to exoress the 
Government's appreciation tor the a!peed and .f'l4~xibility with 
whieh U .s. financial assistance haa been nrovi(led, moat par­
ticularly in respect of the recent u.s.120 million programme 
grant. Thie form ot assistance h4lS enabled tb.e. c}overnment to 
commence urgent programmes with. grctater ease tll.an we e:A.-ye:ri-
enced µsl.ng assistance. from other aourees. W4rt therefore also 
request th.at your Gove:rnment continue to provicie financial. 
assistance on this basis in the .tu1~ure. 

Y<>ure sincere:Ly,. 

~·~·;; 
SECRETAJ~Y TO THE TREASURY 
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ANNEX B 

3All} - COUNTRY CHECKLIST 

ihe cr1terta 11sted tn Part A are applicable generally to FAA funds, and should be used 

trrespect1ve of the program's funding source. tn Part B a distinction is made between the 

crtterta applicable to Secur1ty Supporting Assistance and the criteria app11cabl~ to 

Development Assistance. Selection of tile approprtate crtteria wil 1 depend on the funding 
source for the program. 

A. GENERAL CRITERIA FOR COUNTRY 

1. 

2. 

3. 

4. 

5. 

FAA Sec. 481. Has It been detennined 
that the 9overM1ent of recipient country 
has failed to take adeqyate steps to 
prevent narcotics drugs and other con­
trolled substances (as deffned by the 
Comprehens Ive Drug Abuse Prevent Ion and 
Control Act of 1970) produced or pro­
cessed, In whole or in part, fn such 
country, or transported through such 
country, from being sold Illegally 
within the jurisdiction of such country 
to U.S. Government personnel or their 
dependents, or from entering the U.S. 
unhwfol ly? 

FAA Sec. 620~hl_. If assistance Is to .i 

government.as the Secretary of State 
determined that it ls not controlled by 
the lnternat lonal Con1nunlst movement? 

FAA Sec. 620~cl. If aHlstance Is to .1 

government,s the government liable as 
debtor or unconditional guarantor on any 
debt to a U.S. citizen for goods or 
services furnished or ordered where (a) 
such citizen has exhausted available 
legal remedies and (b) debt Is not 
denied or contested by such government? 

fAA Sec. 620(e)(1~. If assistance Is 
to d goverrvnent, as It (Including 
government aqencles or subdivisions) 
taken any action which has the effect 
of nationalizing, expropriating, or • 
otherwise seizing ownership or control 
of property of U.S. citizens or entities 
beneficially owned by them without taking 
steps to discharge its obligations 
toward such citizens or entitles? 

FAA Se1.. OlU\fJi App. Sec. 108. ls 
recipient country a C011111unist country? 
Will asststanc1i be provided to the 
Democratic RepJb11c of Vietnam (North 
Vietnam}, South Vietnam, Cambodia, or 
Laos? 

:-.lo. 

Yes. 

No. 

No. 

No. 
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A. 

6. 

7. 

FAA Sec. 620~il. Is recipient country in 
any way 1nvo ved 1n (a) subversion of, or 
m111tary aggression agatnst, the United 
States or any country receiving U.S. 
assistance, or (b) the planning of such 
subversion or aggression? 

FAA Sec. 620(jl. Has the country per­
mitted, or fat ed to take adequate 
measures to prevent, the damage or 
destruction, by 11\Qb action, of U.S. 
property? 

8. FAA Sec. 620(1~. If the country has 
fa 11 ed to 1 ns t tute the t nves tment 
guaranty program for the specific risks 
of expropriation. inconvertibility or 
confiscation, has the AIO Administrator 
within the past year considered denying 
assistance to such goverrvnent for this 
reason? 

9. 

10. 

FAA Sec. 620(o~t Ftsherrrten's Protective 
Act, Sec. 5. country has se1ze(f,'°"or 
Tniposed any pena:ty or sanction against, 
any U.S. fishiPg activities tn 
internatiortal ·waters, 

a. has any deduction required by 
Fishennen's Protective Act been made? 

b. has complete denial of assts:1nce 
been co~sidered by AID Administrator? 

FAA Sec. 620(g)j App. Sec. 504. (a) Is 
the roc'1P"fent country f n default on 
interest or principal of any AID loan to 
that country? (b) Is country filOre than 
one year 1n default on Interest or 
principal on U.S. loa11 made pursuant to 
program for wn~~~ fun&s appropriated under 
Approp. Act, unless debt was earlier 
disputed, or appropriate steps taken to 
cure default? 

11. FAA Sec. 620 s . What percentagu of 
country -U 9et 1s for military expendi­
tures? How much of foretgn exchange 
resources spent on military equipment? 
How much spent for the purchase of 
sophisticated weap~ns systl!llls? (Considerd• 
tion of these points Is to be coordinated 
with the Bureau for Progrillll and Policy 
Coordination, Regional Coord~nators and 
M111tary Assistance Staff (PPC/RC).) 

LAID HANDBOOK HB 4 I App 31. 

a) 

b) 

No. 

Yes 

NIA 

a) 

b) 

No. 

No. 

No. 

No. 

Approximately 19\ of the budget is for military 
expenditures. Duo to the large number of former 
guerilla forces nc>w on :id.litary payroll as part 
of the GOZ' s effo1:-t to either integrate or demo­
bi.!.lze these forcos. The amount of foraign ex­
ch.:mge spent on military equipment is not known 
but believed to bo low in light of the GOZ's 
reconstruc.tion and resettlement priorities and 
little or nothing is believed to be ~pent on 
sophisticated weapons systems. 
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A. 

12. FAA Sec. 620(t}. Has the country 
severed dfplomat1c relations w1th the 
Untted States? If so, have they been 
resumed and have new bilateral assist-
ance agreements been negotiated and 
entered tnto since such resumption? 

13. FAA Sec. 620(u). What is the payment 
status of the country's U.N. obltgatfons? 
If the country is In arrears, were such 
arreorages taken into account by the AID 
Adm1nfstrator tn detenn1ning the current 
AID Operational Year Budget? 

14. FAA Sec. 620A. Has the country granted 
sanctuary from prosecution to any tnd1v1-
dua1 or group which has COITlll1tted an act 
of 1nternattona1 terrorism? 

15. FAA Sec. 659. If (a) military base is 
located 1n recipient country, and was 
constructed or is being maintained or 
operated with funds furnished by the 
United States, and (b) U.S. personnel 
carry out military operations from such 
base, has the Prastdent determined that 
the government of rec1p1ent country has 
authorized regular access to U.S. 
correspondents to such base? 

16. FAA Sec. 669. Has the country delivered 
or received nuclear reprocessing or 
enrichment equipment, materta1s or 
technology, without specified arrangements 
on safe9uards, etc.? 

17. FAA Sec. 670. Has the country delivered 
or recefved nuclear reproce~stng, 
equipment, material or technology? Is 
the country not a "nuc1ear·weapon state" 
as defined In Article IX(3) of the Nuclear 
Mon-Proliferation Treaty and on which 
detonates a nuclear explosive devtce? 

No. 

As a newly independent country, 
Zimbabwe only recently joined the 
U.N. and its payment status is 
therefore not established. 

No. 

N/A 

No 

No. Zimbabwe is not such a state. 

18. FAA Sec. 901. Has the country denfod • N 
TfSCTt fiens the right or opportun I ty 0 • 

to emigrate? 

B. fUNOING CRITERIA FOR COUNTRY 

1. Security Supportln~ Ass1$tanco Count;.r:t. 
Crlterfa 
a. FAA Sec. 5028. Has the Oepartmont of 
State made ftndtngs which tndtcate t:hat No· 
the country has engaged tn a consistent 
pattern of gross violattons of 
tnternat1onalty recognized human r1«Jhts? 
If so, 1s pro9r4111 tn accordanca with 
policy of thts Sectton? 
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b. FAA Sec. Sl1. Is the Asststance to be 
furntshed to a frtendly country, Of'9antza­
tton, or body eltgtble to receive 
.sststance? 

c. FAA Sec. 609. If comnodltles are to 
be 9r·antiia so that sale proceeds wt 11 
accrue to the recfpfent country, have 
Spectal Account (counterpart) arrangements 
been made? 

Z. Development Asststance COYntry Crtterta 

a. FAA Sec. 102{c), {d). Have crtterh 
been estab11shed, and taien Into account, 
to assess co111111tment and progress ot 
country fn effectfvely tnvolvtng the poor 
fn development, on such 1nde~es as: 
(I) small-farm lat>or tntenstve agrtculture, 
(Z)reduced tnfant 11\0rtallty, (l) popula· 
tlon growth, (4) equality oi 'ncome 
dtstrtbut1on, and (5) une;nploy111ent. 

b. FAA Sec. 115. Wiii country be 
furnished, tn same ftscal year, either 
securtty supporttng asst,tance, or "tddle 
Ea&t P41CO fund'? If ~o. has tha Congress 
$pectflca1Ly futhorlzed \uch funds, or 
h asstHance for population p1·09rams, 
humanitarian a~1 throu9h tnternattonal 
Of9antzattons, or regtonal progrlms? 

c. FAA SfS. 116. Can ft ho dM10nstru11..i 
that contempiati'd asststtnce will dlre<:tly 
benefit the nffdy? If not, has the Oep.ut· 
ment of State made ftndln~$ wntch lndlc•t~ 
that tht1 government has cn~1ged In a 
cons11tent pattern of 9ross violations uf 
tnternatlonally recognized hum4n rtght$? 

d. FAA St.'C. 201(!>)(5) 1 p) & 18) i Sit}. 41).h 
~11 {aH41. (7) Describe e11tctnt to which 
country h: 

(l) "'4klng epproprtate efforts to tncrttse 
food productton and Improve means for 
food storage tnd dtstrt~tton. 

(2) CrtttlnQ t favortb1t climoto for 
foretgn and domesttc private 
enterprtse and Investment. 

(1) lncrentng the public's role tn the 
4evelo~tal pnx:ess. 

AIO HANDBOOK 4, App lA 

Yes. 

The assistance in this case is in the form of a 
program or cash gra.nt under Handbook 4. Ch. 8, 
rather than a CIP eJrant. An amount of LC equival­
ent to the dollar grant will be r~qu1red to be 
dep•osited into a special accoWlt for agreed upon 
uses. 

N/A 

N/A 

N/A 

N/A 

N/A 

N/A 

N//\ 
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(4) (1) A11ocattng avatlable budgetary N/A 
resources to development. 

(b) Otvertfng such resources for 
unnecessary mfl ttary expenditure and N/A 
fnterventton In affairs of other free 
and Independent nattons. 

(5) Making economic, social, and po11tlcal 
refonns such as tax co II ec t 1on tmprove- N/A 
ments and changes In land tenure 
arrangements, and making progress 
toward respect for the rule of law, 
freedom of expression and of the press, 
and recogntilng the Importance of 
tnd1vldua1 freedom, Initiative, 
and private enterprise. 

(6) Otherwise responding to the vital 
economic, political. and social con• 
cerns of Its people, and dl!IOOnstrattng N/A 
a clear detennlnatlon to take 
effective self·he1p m~asures. 

e. FAA Sec. ZOl(b~ 211(&). Is the 
country anion9 the6 countries In which 
development ass htance loims may be 1n.ide 
tn thh fiscal year, or 4mon9 the 40 tn N/A 
whtch develoP1™1nt assistonca 9r4nts (other 
than for self-help proJCKts) may be 1nade? 

l:trl'l'CTtVC OATI' 
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The crlterl• lhted In P4rl A are .sµµllut.le .,enerally to tAA tumh, 4nJ \houlJ lie oJ\eJ 
lrrespect tve 'of thlt pro9r.s11' s tu11J in-J !>uurt e. In t>,u·t U .i .J hl l11d 11111 1 ~ •11.sJe bt:tween the 
ultert• Appltcable to Securtty SupµortlnlJ A\\hUn•.:e and the ulte.-1..i c1p11lk.tble t(], Ue~eluianeut 
Aulstance. selectlon of the approprl11te crltel'la wlll deperiJ on the fu11dln1J iOUrCI!· fur the pro9rt11n. 

CROSS·RffERENCES; IS COUNTRY CH[(~11SJ UP ro UAJ[? IUEHllFY. HA~ ~TANUAMO lt[ff CHEC~LIS! OECN 
REYICWEOl 

A. GENERAL CRIJ£RIA FO~ WJNPROJECT A~'ll'lfANCE 

I. ~pp. Unnumbered, FAA Sl!C 6!il{b) 

(•) Oescrtbe how C.!llllllltll!e' on Awrnprt.s· 
ttons of Sen.ste 4nd H®ie h.ave bl!en or 
wtll be notified concernln'I tM MnproJect 
1uhunu1 

(bl h usht•nu with tu (01HSrat h1nol 
re.r 8ud9ut I country or t11teri1•t 100.sl 
or9•nll•tton .slloc1lton re~rted to the 
Congress (or not more th.sn $1 11111 tl)n 
over thlt ft9urt plu\ 10,ll 

Z. FM SftC. 6U{~HtJ. It turtht!r lti•Jh· 
lattve 6Ci10nti"r~tr4td within re(lplttnl 
country, whu h bt\I\ for rc.t\01i.1ble 
eapvct•tlon th.st ~u'h action wlll be 
completed tn tt•Kt to 11~naH l)rJerly 
6CCQjllpltitWMtnt l)f purpu\4 of th~ 
ustsunul 

l. FAA S.r-:. 20?, 61'J. h o~htt1ll\.tt n.mt 
tfftcttnt1y and tfft\:tlvtly •jlven thNu<jh 
t"f9lonal or 111,1lt:tl•ttr.sl or<J~nlut11.1u~? 
If $0 why h 1nttum:e not \I) 9tvtml 
lntonMtton .snd co11clu~1on whuther 4hl\l· 
•net wlll tnCOUrtlJtt r4t<Jh>4-.1 .. hmtl•1i-wot 
PN'i)rus. It ushtanu h tor n~ly 
lndtptl'ldent country. u ll turn hhoo 
throu'i)h multtluer•I ur-1•nuat11,111i. 1Jr In 
accordance w I th mu It n 4ler• I p I 40s to • 
ttw 1111•1..,. ••tllflt 4pproprt.ste1 

4. FM S«M:. 6011•); i'"'\~tti.. lOlill tor at"vtfoftQnt oa11i . n1oii•tton 6i;r 
COl\CJUS ORS whttl\er •S)l\l.S™-.41 will 
encQurltJt dforu of the ,;uuutry lu: 
h) tncrtut th« flow of lntvn1u lun•I 
tr•de; (b) fO$t~r private lntt1•t1vtt 
Ind COllPttltton• (~) en,our•v• devflo11· 
Mnt tnd uH of (OOl>i!rtt he', 1.:rvdH 
unlotis, tn4 uvlfl!J' •fllJ h1•t1 o~~H.hllun:., 
(d, dtsc.our•t• 'JIQnopo)l~ttc pr•,t•,u1a 
(•) l•pro~• ttchnl(tl ,ffl(IC!flCY ~, 
tndustry, 19rlculturt,•nd <Olmlllrte: ••~ 
( t) strtf\gthtn fut l•bOr ut. lun'. 

Congressi.onal notification on proposed FY Sl 
assist2Lnce program has beEm submitted to Conqress. 

Yea. 

N/A, No leghhtiCln r~.quirod. 

Grru1 t o (' r'X .w.d prop¢<li~d u~mJ LC ~IOiJ".H" tit 16 pr9qrnsn 
will Cinonce kuy tndu6triul lnputa, ~umlet ruruL 
lnfrautructuro roconotruct4on and ~•alat uducQtion 
"-Htl ll4,rtev!ttu·-:i :rnc::t·::>rs. Pro~t'{l/ll cl•H=trLy '""-'.LL: 
lncr~~SQ flow or lnternotlonal trudu, fodt~r prtv~t~ 

lniti~tlve orui campetltlon ln Zlmbobw~'a prlvnto a~etar 
-orl~nted ecomony, ~n<~':.>\U'u~e evQp<t}rfl ttve~; 1.md crqd1, t: 
lostltuHontl, onJ tmp1=ove teychnic~t afftcl1:mcy ln nll 
a~slsted aector~. Imp~ct on monopollutie prftatieon 
i;ind l~1bQ&' 1Jnhm13 not (:LtJor ~iv•m ~"m~r•ll th\t1H'tJ of 
pr<>,ar~un ~rtlnt, but OQ odver&IJ tmp<tct!5 ar•.:t onl:l.:tputctd. 
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5. FAA Sec. 601(b). Information and con­
c1usfon on how .uststance wnl e11coura9e 
U.S. pr~ -.~te trade and investment abroad 
and encourage private U.S. part1c1pat1on 
tn foreign assistance programs (including 
use of private trade channels and the 
services of U.S. private enterprise). 

6. FAA Sec. 612(b)i Sec 636(n). Describe 
steps taken to assure that, to the 
maximum extent possible. the country ts 
contributing local currencies to meot 
the cost ~f contractual and other services, 
and foreign currencies owned by the United 
States are utilized to matt the cost of 
contractual and other services. 

7. FAA Sec. 612(d). Does the United States 
own excess foreign currency and. tf so, 
what arrangements haYe been made for its 
release? 

B. FUNDING CRITERIA FOR NONPROJECT ASSISTANCE 

1. NonproJect Criteria for Security 
Supporting Assistance 

a. FAA Sec. 531. How will thts ass1st1114e 
suppart promote !!Conomtc or 110 I tt tea 1 
st1bfltty? Is the country 41111.'ll<J the 12 
countries tn which Supporting Assistance 
may be provided 1n thts fiscal year? 

2. Nonyrotect Crtter1.t for Development 
Ass stance 

a. FAA Sec. 102(c)f Sec. 111; Sec. 281a. 
Extent to which act v1ty wi11 (1) effec· 
ttvely tnvolve the poor tn development, by 
extending access to ecu.•OlnY at local level, 
tncroastng labor·tntenstve production, 
spreading Investment out from cities to 
small towns and rural areas; and (2) help 
develop cooperatives, assist rural and 
urban poor to help themselves toward 
better life, and otherwise encourage 
democratic private and local goverr.ment 
tnstttuttons? 

b. FAA Sec. 103, 103A, 104, 105, 106~ 
107. Is asststance befng made ava1\a le: 
rTnclude only applicable paragraph -­
!:..9.:.· a. b, etc. •• which corresponds 
to sources of funds used. If RlClre than 
one fund source ts used for assistance, 
include relevtnt paragraph for each fund 
source.] • 

AID HANDBOOK 4 • App JA 

Program cash grant of FX will bolster economy generally 
and permit increased importation of u.s. goods and 
services and investment in a st~onger, private-sector­
oriented Zimbabwe economy. u.s. private business organ­
izations have made visits to Zimbabwe since independence 
(April 1980} and the u.s. AID program will improve the 
climate for u.s. business initiatives in that country. 

Provisions i.n the grant agreement will require the 
countxy to utili~e counterpart local currencies in mu­
tually agreed upon reconstruction, training and sup­
porting development activities, thus assuring that these 
resources will, to t.he maximum extent p<lssible, be used 
to meet the cost of contractual and otht!r services. 

No 

This assistance will permit the new GOZ to fulfill com­
mitments made to the expectant majority regarding 
resettlement, training, reconstruction, education and 
other areas affecting the quality of life in rural 
areas. Given Zimbabwe's balance of payment and bud­
getary shortfalls, and the expectations of the rural, 
Jlf'rican majority, this p:rogram is essential to the 
country'~ economic and political stability. 

N/A 
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(1) (103] for d<Jriculture, rural develop­
ment or nutrition; If SQ, extent to 
which activity ls speclflr.ally designed 
to Increase eroductlv1ty and Income of 
rural poor; L103A] If for agrlcu~tura1 
resear,h, is full account taken of 
needs of small fdrmers; 

(2) (104] for populatior ·planning or 
health; 1f so, extent to which activity 
extends low-cost, Integrated delivery 
systems to provide health and fall\lly 
planning services, espec1dlly to rural 
area~ and poor; extent to which assist­
ance gives attention to interrelation­
ship between (A) population growth and 
(8) development and overall improvement 
In living standards 1n developing 
countries. ls actlvtty designed to 
build motlvati:>n for small families tn 
programs such dS education In dnd out 
of school, maternal and child health 
services, agriculture production, 
r~ral development, and assistance to 
urban poor? 

(3) l 105] for education, publ lc admlnlstr11-
tion, or human resources development; 
if ~o, extent to which dCt1vity 
strengthens nonformal education, makes 
formal education more relevdnt, 
especidlly for rural families and 
urban poor, or strengthens manage111ent 
ca~abfllty of Institutions enabling 
the poor to participate fn development; 

(4) (106) for technical assistance, energy, 
research, reconstruction, and selected 
development problems; If so, extent 
activity Is: 

(a) to help alleviate energy problem; 

(b) reconstruction after natural or, 
manmade dlsast~r; 

(c) for special devdlopment problem, 
and to enable proper utilization of 
earlier U.S. Infrastructure, etc., 
assistance; 

(d) for programs of urban development, 
especially small labor-Intensive 
enterpds1H, market tng syst•!llls, and 
financial or other Institutions to 
help urban poor participate In 
economl~ and social development. 

(5) (107] by grants for coord1nflte<i prl· 
vate effort to develop and dlssemin4te 
Intermediate technologies 1111proprtate 
for developing countrl~s. 

E~F£CTt"F OAtE PA.(i.f "40. 
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c. FAA Sec. 207; Sec. 113. £xtent to 
which assistance reflects appropriate 
emphasis on: (1) encouraging devel~pment 
of democratic, economic, political, and 
social institutions; (2) self-help in 
meeting the country•s food needs• (3) 
tmprov~ng ava11ab111ty of trained 
worker-power in the country; (4) programs 
designed to meet the country 1s health 
needs; (5) other important areas of 
economic, polttfcal, and social develop­
ment, tncludtng industry; free labor 
unions, cooperatives, and Voluntary 
Agencies; transportation and co1l111Un1cat1on• 
planning and public admtntstratton; urban 
deve~opment, and modernization of existing 
laws; or (6) tntegrattng women into the 
rectpient country's national economy. 

d. FAA Sec. 28l(b). Describe extent to 
whicli"program recognizes the particular 
needs, desires, and capacities of the 
people of the country; utilizes the 
country•s intellectual resources to 
encourage tnstituttonal development; and 
supports ctvtc education and training in 
sktlls required for effective participa­
tion in goverlll!lental and political 
processes essential to self-9over1V11ent. 

e. FAA Sec. 201 b 2 - 4 and - 8 ; 
Sec. O e · ec. a - 3 and - 8 . 
Does the act vity give reasonable prom se 
of contributing to the development of 
economic resources, or to the increase of 
productive capactt1es and self-sustaining 
economic growth; or of educational or 
other 1nst1tut1ons directed toward social 
progress? ls ft related to and consistent 
with other development activities, and 
will tt contribute to realizable long­
range objecttvesT 

f. FAA Sec. 201(b)(6); Sec. 211(a){Sh 
ifil..:.:-lnfonnation and conclusion on 
possible effects of the assistance on U.S. 
economy, with special reference to areas 
of substantial labor surplus, and extent 
to which U.S. colTITlOdities and assistance 
are furnished 1n a manner consistent with 
tmprov1ng or safeguarding the U.S. 
balance-of-payments position. 

3. Non ro ect Criteria for Develo ment 
_u stance Loans on 

a. FAA Sec. 201(b)(1). Information and 
conclusion on avaf1abfl1ty of financing 
from other free-world sources, including 
private sources within the United States. 

AID HANDBOOK 4 , App JA 

N/A 
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b. FAA Sec. 20l(b)(2)j 201{d}. 
Information and conclusion on (1) capac­
ity of the country to repay the loan, 
tnc1udtng reasonableness of repayment 
prospects, and (2) reasonableness and 
legality (under laws of country and 
Unfted States) of lending and relend!ng 
terms of the loan. 

c. FAA Sec. 201(e). If loan ts not made 
pursuant to a multilateral plan, and the 
amount of the loan exceeds s100,ooo. has 
country submitted to AID an application 
for such funds together with assurances 
to tndicate that funds wH I be used 111 an 
economka 11 y and techn lea 11 y sound manner? 

d. FAA Sec. 202(a). Total amount of 
money under loan whtch Is going directly 
to prtvate enterprise, ts going to 
tntennedlate credit Institutions or other 
borrowers for use by private enterprise, 
ts being useo l.o finance imports from 
private sources, or ts otherwise being 
used to finance procurements from private 
sources? 

4. Add1tiona1 Criteria for Alliance for 
Progress 

[Note: All lance for Progress assistance 
should add the following two ttems to a 
nonproject checklist.) 

a. FAA Sec. 251 b)(l)-{81. Ooes 
asstsunce ta e nto account prfnctplcts 
of the Act of Bogota 4'ld Charter of PuntA 
del Este; and to what extent wt11 the 
act1vtty contribute to the economtc or 
polft1ca1 lntegrstton of Latin M!erh:11? 

b. FAA Sec. 251(b)(81; 251(hl. For loans, 
has there been taken nto account the • 
effort made by recipient natton to re1la· 
trtate capital invested 1" other countries 
by thetr own ctttzens? Is loan consistent 
with the findings and recOtllllendattons of 
the Inter-American COlllllf ttee for the 
Alliance for Progress (now "CEPCIES," the 
Pel"Mo\nent Executive Comnfttee of the OAS) 
tn tts annual revtew of nQtional 
develJpment &~ttv1ttes? 

N/A 
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Isled below are stdlutory lt1!111S whh.h non11a1Jy wtll be covttred rm.1t111ely rn tlm~e provisions of 
•A HSIStal\Ce agrl!MM!At dealilltj Wtth lls ldl1Jlt!ll~e1tath111, UI' 1..0vt!rl!d hi thti .t':lreelllt!lll by t.!lldUSiQll 
as where certa In users of funds are pu1111ttted, but other' u:.ei. nut l. 

hese tt•s are arranged under' the yeneral he4diny:. ot (A) Prlk.urL'lmmt and {U) lltht!r Rt:1strlct1ans. 

1, PROCUREMENT 

1. FAA Sec. 602. Are there arrang"nents to 
permtt U.S. small bu:.lness tu p.srtt,lpate 
equltab1i In the furnl!ihing of youds and 
services financed? 

2. FAA Sec. 604~a). Wiil aH 1.0111110dlty 
procure111entfoanc~ be from the Un I ted 
States except as oL • .erwhe deten11l11ed by 
the President or under dele9at•on frOHI 
bt111 

3. FAA Sec. 604(bl. Will all 'OlllllOdlthtS Ill 
ifuh be purchased at prlctts oo hlgh11r th1u1 
the mtrket price prttva11tng In the United 
States at rtae.of purchase? 

4. FAA Sec. 604(c). Will •II a~rlcultural 
c0111110dft tes .sva 11 ablu for d hpo\ tt ton 
under the Agrtcu ltura 1 Tr~e Oeve lo1Mtient 
& Assistance Act of 1954. as <llntnded, 
be procured tn the Unlt«!d Stc1t11s uul.:ss 
th#y •re ·not ava ti able tn the Un 1 teid 
States In sufficient qu•ntltles tu supply 
aMercjency requtrelllenti. of reclplents1 

5. FAA sec:. 604(d). If the coop11rat1n9 
C'ountry discrt~tnates against U.S. 
1!14r1ne Insurance C091t1dnles, will a~ree· 
inent require that •1<trlne tnsuran~e b6 
pltced tn the United States on 
cOllllOdltles financed? 

6. FAA Sec. 6~(e~. If off\hore pro~ure· 
11ent of ag~cu tural c0111110dlt1 or produ~t 
Is to be f1114nc;ed, Is there provision 
aga Inst such proc;uremttnt when tho . 
d011esttc price of such COMllOdtty Is les$ 
than putty? 

7. FAA Sec. 604(fl. Are there arran~t!llients 
wtwreby a supp ter wt 11 not reu1v11 
pt)'llM!nt under the r.0111110dl ty t11iport 
progra111 unless he/she has certified to 
such tnfonnatton as the Agency by 
regulation has prescribed? 

In accordance with AID regulations (~ee Country Check­
list Item B. l.c. above). this Program Cash Grant does 
not entail the furnishing of snecific goods and services, 
though U.S. firms including small businesses will not be 
precluded from participJ.t:ion in GOZ pro('urement. 

In accordance with AID regulations, funds provided under 
this Program Cash Grant are not tied to US procurement. 

N/A 

N/A. This is not a CIP. The purchase of agricultural 
commodities is not being specifically financed und~r 
this Grant. 

N/A 

See anwser to A.4. above. 

N/A 
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8. FAA Sec. 600(.'J- Wft 1 U.S. Gover111lt'nt 
excess persona property be uttltted 
wherever practlcable tn 1teu of the 
procureinent of new ttellls? 

9. lt1A Sec. ~Ol(b). (a) Compliance with 
requirement tfiit at least 50 per centum 
of the gross tonnage of cOlll'llOdltt~s 
(computed separately for dry bulk 
carriers. dry carg~ liners, and tankers) 
financed 'hall be transported on prl· 
vately owned U.S.·flag COllllM!rctal 
vessels to the extent that such ves•els 
are ava11ab1e at fair and reasonable 
rates. 

10. Jntpr"f{1ontl Air Transoort. fair 
Com_et _tve Practictt ACt. 1974 

If air transportation of per~ons or 
property ts financed on grant ~sis, #Ill 
provt1ton bf made that U.S.•flaq carriers 
wt II be utt 1 tied to ttllt edent iuch 
aervtce t1 avatlable1 

N/A. This Program Cash Grant provides free FX to the 
GOZ a.nd does not entail the procuremP.nt of specific 
goods or services, including personal property. 

N/A. 

N/A. This Proqram Cash Grant provides free PiC to tha 
GOZ and does not entail the fin.'.Ulcinq of identifiabl~ 
air transportation. 

8. OTHER RESTRICllQNS 

1. FAAS~. 620(h}. Oo trr1ng~nt' preclude 
promo ng or us tst tn9 th• forel9n a Id Yes• 
pr0Ject1 or •cttvlttts of C0«111Unl1t·Bl0< 
countrt11, contrary to the best Interests 
of tht Untttd St•te51 

2. FAA Su. §3SiU· It flnandn<a prohltiltt<J N/A 
fl"Oftl ~••• wit ut wtlvcr, for pyr,hatt, 
lon9•ttn11 least, •~change.or 9u1rAntt of 
silt of motor vtntclt 11\t.f\\lficturt<t 
outside the United Stites? 

J. Wl11 arrangement preclude uit of 
ftn1nctng: 

•· FAA ft<i· 114. to Pit for ptrf0"'411\Ct y 
of 1liO'rt ons or Involuntary sttr11 I Ht tons c:tlJ • 
or to mottv1tt or coerce persons to 
pr1cttct 1bortlon$? to Pit for perto...,nct 
of lnvotuntlry 1ttrllt11tl0fls as 11ttN>d of 
f1111tly phnnh\9 or to cotr<:e or prov •d• 
any ftntncltl tncctntlvt to 1n1 p4rs.on to 
pr1,ttct 1tert1111tto.is? 

b. FM Ste. §~lg), to c~nsttt ~ftS 'i'"·". 
for tJ1PrQPrt1t~ n1tton1ltrtd propertyl ~~-

c. f'~ sec. tto. to ttn•n<:• pol to 'i 
trah1n9 or o er l•w cnforclll'*\~. es· 
111t1ttntt, tllCtPt for n1rcottcs prO'lr~\l 

4. FM $15, §62. for CIA tethitht$l Yes. 
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e. AYf. Sec. 103. to pay pensions, etc.. Yes. 
form ftary personnel? 

f. App. Sec. 106. to pay U.N. 
assessments? 

g. App. Sec. 107. to carry out prov1stons 
of FAA Sections 209(d) and 251(h)? 
(transfer to multilateral organlzatton 
for lending). 

4. FAA Sec. Z01(d). If development loan, 
1s interest rate at least 2~ per annum 
dur1ng grac.e period and at least Jl per 
annum thereafter. Can the country 
borrower service the loan on harder than 
standard development loan terms? 

Yes. 

N/A. 

EHECTIVE OArt: 

November 2, 1977 
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SCHEDULE OF ACCOMPLISHMENTS EXPECTED 

as of December 31, 1980 

Attributable to AID's $20 million cash Grant Proqram 

CATEGORY 

l. 70,000 winter veqetable packs distributed. Most packs planted 
and produce reaped. 

2. 230,000 swnmer crop packs distributed to refugees 

3. The water supply system for Nyamaropa irrigation scheme 
restored, enablinq 400 hectares of summer crop to be planted 
by 290 irriqators. Similar work at Tongwe and Mak.we has 
resulted in some 240 families planting their summer crops 

4. 85 of 113 Day Training Centers provided. The total 113 
Day Traininq Centers permit the refugee rehabilitation 
traininq program to reach approximately 100,000 farminq 
families. 

s. 110 of 218 viliAye level extension workers housing provided. 

6. Water Supplies - 64 of 228 boreholes drilled/r~paired and 
operatinq. 

7. Dips - 62 or 124 dip tanks brought back into operation 

a. ~ads and Bridges - 178 of 372 kilometers of road roconstruoted 
and 32 crQssinqs completed 

9,· Road Construction Equipment - All equipment received--includes 
S•ton trailers, 2-wheeled tip trailers, 2•wheeled water 
bowsers, 2-wheeled fueled bowsers, towed graders, concrete 
mixers, compressors and stone crushers. All items procured 
locally. 

10. Transport for provincial schools - All vehicles rec~ived. 

ANNEX E 

Amount 
Disbursed by 
Treasury 
(in $000s) 

1,soo 

3,200 

1,000 

800 

560 

140 

250 

720 

1,200 

250 



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

12. Mission Schools (Secondary) - Work initiated on approximately 
25 or the 35 secondary schools to be reconstructed. 

13. Mission Clinics & Hospitals - 8 or 17 Mission clinics and 
hospitals reconstructed. 

14. Approximately 330,000 people fed. 

15. Buildings - 14 of 351 reconstructed. Progress slow and 
GOZ plans , with AID concurre.nce, to shift a large portion 
of those fwids to other critical reconstruction activities. 

ANNEX E 
Page 2 

4,000 

250 

320 

2,000 

250 



Annex F 

TABLE I 

REAL GROSS OOMESTIC AND NATIONAL PRODUCT PER CAPITA 

(Z$ million) 

1975 1976 1977 1978 197gl/ 
(Current Prices) -
Gross Domestic Product 2,000 2,168 2,210 2,331 2,627 

Net Investment Income 
Paid to Other Countries -41 -52 -45 -35 -44 

Gross National Product l,967 2 ,117 2:165 2,296 2,583 

(Constant Prices in 1965 $) 

Gross Domestic Product 1,366 l,351 l,246 l,201 l,207 

Gross National Product 1,338 1,319 1,221 1,183 1,187 

GDP per capita 217 208 186 174 169 

GNP per capita 213 203 182 171 166 

Source: Reserve Bank of Zimbabwe, 9.uarterly Economic and Statistica_l 
Review (Sept. 1980) 

Y Preliminary. 



TABLE II 

DOMESTIC PRODUCT BY INDUSTRY 
(Z$ million) 

.1975 19'76 ill! 19711 

Subsistence Agriculture 85 98 96 84 
Commercial Agriculture 238 252 239 221 
Mining and Qu~rrying 126 149 145 156 
Manufacturing 449 474 457 512 
Electricity and Water so 56 56 62 
Construction 94 88 84 68 
Finance, Insurance, Real Estate 130 139 149 154 
Distribution 258 262 242 296 
Transportation and Communication 159 172 184 191 
Public Administration and Defense 130 163 204 241 
Educ; at ion 65 73 76 86 
Other Services 129 141 149 159 

Total l,912 2,066 2,081 2,228 

Percentage Distribution of Domestic 
Product by Indust1y 

1975 !lli. ill1. ~ 

Subsistence Agriculture 4.4 4.7 4.6 3.8 
Commercial Agriculture 12.4 12.2 11.4 9.9 
Mining and Quarrying 6.6 7.2 7.0 1.0 
Manufacturing 23.5 22.9 22.0 23.0 
Electricity and Water 2.6 2.7 2.7 2.B 
Construction 4.9 4.3 4.0 3. J. 
Finance, Iusurance, Real Estate 6.8 6.7 7.2 6.9 
Distribution 13.5 12.7 ll.6 13.~ 

Transportation and Commurdcation 8.3 8.3 a.a 8.6 
Public Administration and Defense 6.8 7.9 9.8 10.8 
Education 3.4 3.5 3.7 3.9 
other Services 6.7 6.S 7.2 7.l 

Total 100.0 100.0 100.0 100.0 

Source: Reserve Bank of Zimbabwe, ~irterly Economic: and Statistical_ 
Review (Sept. 1980) 

Annex l1' 

!m 
72 

233 
193 
609 

68 
82 

163 
290 
210 
270 

96 
173 

2,451 

!ill. 

2.9 
9.5 
7.9 

24.8 
2.8 
3.3 
6.6 

11.0 
a.s 

ll.O 
3.9 
7.0 

100.0 



Annex F 

TABLE: III 

DISTRIBUTION OF NATIONAL INCOME 

(Z$ m:lllion) 

1975 1976 1977 1978 

Wages and Salaries 1,044 1,144 1,243 1, 327 
Central Govenunent 173 213 262 309 
Public Cori:orations 106 119 126 135 
Companies 503 533 553 568 

Other y 262 280 302 315 
Rent 39 42 45 44 
Gross Operating Prof it 829 880 793 857 

Public Corporations 62 83 72 122 
Companies 532 S46 479 510 
Unincorporated Ente1-prises 255 246 238 219 
other y 9 6 4 6 

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

Less net Investment Paid Overseas -41 -52 -45 -35 

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

Source: Reserve Bank of Zimbabwe, Quarterly Economic and Statistical 
~eview (Sept. 1980) 

!/ Provisional. 

y Includrts local government, financial instituticms, unincorporated 
enterprises, non-profit making bodies and private domestic services. 

11 Includes central and local government and financial institutions. 

1979 !/ 

1,487 
345 
149 
642 
351 
44 

926 
87 

606 
228 

6 

2 ,457 

-44 

2,413 



Annex F 

T1'..BLE IV 

EXPFNDITURE ON GROSS DOMESTIC PRODUCT 

(Z$ million} 

1975 1976 1977 1978 

Private Consump~ion 1,206 1,294 1,339 l,406 
Durables 118 103 94 n.a. 
Non-Durables 771 815 830 n.a. 
Sl!rvices 363 401 412 n.a. 

Net Government Current Expenditure 256 326 387 454 
Gross Fixed Capital Formation 467 403 368 330 

Private Sector 268 218 201 177 
Personal Sector 51 32 35 27 
Companies 199 166 143 129 
Other 18 20 18 21 

Public Sector 198 185 167 152 
Central Government 59 72 70 70 
Local Government 48 44 35 37 
Public Corporations 81 69 63 45 

Increase in Stocks 114 69 90 13 
Statistical Discrepancy 26 l -6 64 

Gross Domestic Expenditure 2,069 2 ,093 2 ,174 2,267 

Net Exports of Goods and Services -61 75 36 64 

Expenditures on Gross Domestic Produc:t 2,008 2,168 2,210 2,331 

Source: Reserve Bank of Zimbabwe, ru1arterly Economic and Statistical 
Review, (Sept. 1980) 

Central Statistics Office: National Accounts of Zimba~ 
Rhodesia, 1978 



Annex F 

HISTORICAL TRENDS :iN THE ZIMBABWE ECONOMY 

(1965 Z$ million) 

Gross Gross Annual 
Domestic: Fixed GDP per Gross Real 
Product Cao ital Capita Fixed Growth 
(Market l<'ormation {Market Capital Rate (GDP Inflation 
Prices) (\ of GDP) Prices) Formation l?.!.;: capit!1_ Rate 

1965 737 13.2 164 97 
1966 749 l0.9 162 82 -1.2 -2.0 
1967 810 12.0 169 97 4.3 1.0 
1968 826 16.6 167 137 -1.2 4.0 
1969 944 13.8 184 130 10.2 2.9 
1970 980 15.3 185 150 o.s 3.8 
1971 i,ose 16.3 200 178 0.1 2.7 
1972 l,203 16.l 211 194 s.s 4.4 
1973 1,241 19.2 211 238 0 5.9 
1974 J.,357 20.0 223 272 5.7 9.6 
1975 1,342 19.') 213 267 -4.5 9.5 
1976 1,320 15.5 203 205 -4.7 9.3 
1977 1,223 13.7 182 168 -10.3 10.4 
1978 l,186 11.2 171 133 -4.9 a.a 
1979 l,190 11.9 167 n.a. -2. 3, 10.7 

Soll.t'ce: Central Statistical Office, ~,i'tional Accounts of. Zimbabwe Rhodesia, 197~ 



TABLE VI 

ZIMBABWE: FLOW OF FUNDS ACCOUNTS 1978 

Government 

Public Corporations 

Companies 

Financial Institutions 

(Z$ million) 

Gross Domestic 
Savings 

-122 

74 

164 

38 

Private Non-Provide Making Bodies 24 

Personal Sector 213 

Net External Borrowing -12 

Total 380 

Investment 
§!J2enditures 

107 

45 

179 

9 

13 

27 

380 

Source: Reserve Bank of Zimbabwe: Quart;erly_Economic and Statistical 
Review, Sept. 1980 

Annex F 

Flow of 
Funds 

-229 

29 

-15 

29 

11 

186 

-12 

0 
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TABLE VII 

EMPLOYMENT AND EARNINGS OF BLACKS 

BY SECTOR, 1966, 1971, 1977 

Real 
Number oz Employees Average Earnings 
196n 197l 1977 1966 1971 1977 

Sector (thous ands) (ZS 1974 prices) 

Agriculture and Forestry 272.0 305.3 342. 3 ll9 114 129 

Mining and Quarrying 45.7 54.1 57.4 286 305 366 

Manufacturing 68.5 104.3 126.9 406 417 510 

Electricity & Water 3.8 4.1 4.7 350 421 497 

Construction 29.4 40.9 41 • .il 350 408 411 

Finance, Insurance, Real Estate 2.3 2.5 4.0 579 656 958 

Distribution 38.7 46.J 52.4 332 408 449 

TransPort and CommW'lication 15.5 25.3 31. 3 595 635 644 

Public Administration :a. 5 27.3 43.:3 372 449 611 

Education 24.S 24.4 29.5 482 655 706 

Health 6.6 7.9 10.2 461 535 659 

Private Domestic Service 95.7 114.0 123.0 231 250 236 

Other Services 19.S 26.6 34 • 1:. -1!?. 2§.i ...fil 

Total/Average 644.0 783.0 901.0 248 282 327 

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



TABLE VIII 

CONSOLIDATED CENTRAL GOVERNMENT ACCOUNTS 
(Z$ million) 

Revenue 
Taxes on Income and Profits 
Taxes on Goods and Services 
Miscellaneous Taxes 

Total Taxes 
Revenues from Investments & 

Property 
Fees 
Other 

Total Revenue 

Expenditure 
Recurrent Expenditure 

Goods and Services 
Salaries, wages, allowances 
Other 

Transfers 
Interest 
Subsidies 
Public Corporations 
Pensions 
Grants and Transfers 

Capital Expenditure 
Total Expenditure 

Budget Account Deficit(+)/ 
Surplus<-> 

Repayments of Borrowj,ngs 
Long Term Loans and Investments 
Short Term Loans (net increase (+) 

or decrease (-) 
Contributions to Sinking Funds 

Total Financing Requirements 

Financed by 
Domestic Borrowint 

Treasury Bills 
Ref inancinq of Mature Debt 
Stock and Bond Issues 

Foreign Loans 
Extraordinary Income 
International aid 
Other 
Loan Recoveries 
Total 

1976/77 1977/78 1978/79 

280 
165 

5 
450 

41 
12 
27 

531 

523 
311 
190 
121 
212 

37 
68 

3 
29 
75 
68 

591 

+60 
86 
38 

33 
7 

223 

177 
45 
37 
95 

25 
22 

224 

A c t u a 1 

288 
199 

5 
492 

44 
13 
61 

610 

685 
411 
228 
183 
274 

42 
119 

3 
40 
70 
60 

745 

+135 
61 
38 

-3 
7 

238 

172 
6 

19 
147 

70 

-22 
18 

238 

261 
208 

6 
475 

44 
15 
46 

580 

806 
482 
274 
208 
324 

54 
123 

2 
56 
84 
54 

860 

+280 
55 
28 

-6 
a 

365 

236 
26 
33 

177 
129 

-14 
13 

365 

Ann<~X F 

1979/80 

316 
238 

8 
562 

48 
17 
48 

674 

972 
601 
316 
285 
372 

70 
78 
62 
48 

114 
55 

1,027 

+353 
87 
30 

7 
10 

490 

397 
40 
36 

321 
97 

-17 
l3 

490 

1980/81 1/ 
Estimated 

407 
282 
11 

700 

58 
14 
91 

863 

1,245 
721 
379 
342 
524 
107 
115 

80 
63 

159 
82 

l,327 

+460 
127 

60 

13 
12 

672 

300 
n/a 

60 
n/a 
201 

49 
30 
80 
12 

672 



TABLE VIII 

-2-

Source: Zimbabwe, Government Printer, Financial Statements, 1980; 
Central Statistical Office, Supplement to the Monthly Digest c'f 
Statistics (April, 1900) 

!/ Financing for 1990/81 can only be roughtly estimated. Given estimates of 
domestic liquidity some Z$200 million will have to be raised externally. 
Thesef\Ulds will undoubtedly comprise both conunercial credits and concessional 
assistance. 
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TABLE IX 

ZIMBABWE: CENTRAL AND LOCAL GOVERNMENT DEBT 

(Z$ million) 

Domestic Debt Domestic Total 
Year End of Local Debt Central Domestic ForEdgn Total 
Dec. 31 Government Government Debt Debt Debt --
1964 49 244 293 178 471 
1965 47 259 306 174 480 
1966 44 344 388 172 560 
1967 40 416 456 140 604 
1968 44 412 456 144 600 
1969 45 426 471 13·1 608 
1970 47 480 527 125 652 
1971 51 481 531 121 652 
1972 59 513 572 119 691 
1973 73 551 624 100 724 
1974 94 600 694 95 789 
19'75 108 597 705 74 799 
19'16 125 706 031 713 909 
l9i7 139 776 915 89 1,004 
1978 153 923 1,076 224 1, 300 
1979 168 1,126 1,294 353 1,647 

Source: Central Statistical Office, ~lament to the Mc:>nthly Digest C?_f 

Statistics, April 1900 

Debt 
GDP 

.69 

.65 
• 76 
.75 
• 71 
.61 
• 61 
. 52 
.49 
.47 
.42 
.40 
.42 
.45 
.56 
.67 
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Tt\BLE x 

ZIMBABWE: BALANCE OF PAYMENTS ACCOUNTS 

(Z$ million) 

1211. 1ill. 1979 l9~f!2. J:.2.81 ill1. 
ACTUAL E S T IM AT E 0 

Merchandise Exports 518.6 578.4 638.9 958.l 1195.a 1313.6 
Merchandise Imports -414.4 -439.4 -sas.a -868.5 -1124.2 -1304.2 
Net Merchandise Balance 104.2 139.0 153.1 +89.6 +71.6 9.4 

Service Receipts 62.6 57.4 76.S 48.5 52.3 59.4 
Service Payments -154.2 -167.l -215.0 -189.6 -209.8 -225.0 

Net Service Balance -81.6 -109.7 -139. 5 -141.l -157.5 -165.6 
Net Investment Income -45.2 -34.9 -37.2 -29.9 -l06. 5 -108. 9 
Transfers (net) -14.6 -14.5 -16.0 29.3 15.6 -12.1 

Current Account Balance -47.2 -20.1 -138.6 -52.l -176.8 -277.2 

Net Capital Transactions +24.7 +67.9 +166.7 -41.2 81.6 l36.0 

Central Government -5.6 67.7 118.0 -24.l -s6.2 5.7 
Public Authorities -1. 7 -4.2 -6.2 3.5 84.0 59.0 
Other Capital Transactions 32.0 4.4 54.9 -20.6 53.a 71.3 

Total Capital and Current 
Transactions -22.s 47.8 28.l -93.3 -95.2 -141. 2 

Gold Purchases 36.8 49.8 78.9 } 124.3 95.2 141.2 
Valuation Adjustment -18. 2 -40.7 -53.7 

Changes in Gold and Other 
Foreign Assets -3. 9 -t•56. 9 +53.3 +31.0 0 0 
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TABLE XI 

COMMODITY COMPOSITION OF IMPORTS AND EXPORTS 1975-79 
(percentages) 

EXPORTS 

12.12. 1976 !.22.7 !ill. !fil 

Food 28.S 18.3 19.9 19.4 18.3 

of which: 
Sugar (raw and refined) (9. 4) (4.2) (2. 6) (2. 0) (3.4) 
Maize (10. 4) (4. 3) (4. S) (4.7) (2. 8) 

Beef (fresh and frozen) (5.2) (5. 5) (6. 5) (5.9) (5.2) 

Beverages and Tobacco 14.8 15.9 15.2 18.0 13.6 
of which: 

Tobacco (unmanufactured) (13.6) (14. 8) (14.2) (16.8} (12. 7) 

Crude ~ 'aterials 19.4 23.3 25.6 23.0 24.2 
of which: 

Asbestos (10.5) (11. 7) (12. 9) (lO. 5) (11.8) 

Cotton lint (4 .1) (7. l) (7. 4) (7.4) (7. 7) 

Metal Products 18.2 23.4 18.S 17.0 lB.6 
of which: 

Nickel ( 3. 4) (6. l) (8.2) (7. 3) (5.4) 
Ferrochrome (8. 0) (11. 3) (5.3) (4. 2) (7. 3) 

Oils and fats, mineral fuels 
and chemicals 2.2 2.9 3.3 3.4 3.5 

Machinery and transport equipment 3.4 2.5 2.4 2.6 2.5 

Other manufactured goods 13. Ei 13.7 15.l 16.7 19.4 

TOTAL 100.0 100.0 100.0 100.0 100.0 

~.fil'.§.. 

Food 3.l l.9 l. 7 l.l 1.8 

Beverages and Tobacco 0. '.! 0.3 0.3 0.3 0.4 

Crude Materials 3 •• , 3.7 3.1 3.3 3.4 

Fuels, Lubricants, Electricity 14 •. , 20.0 22.6 22.3 29.5 

Oils and Fats 0. !) o.s 0.4 0.1 0.4 

Chemicals 13.4 12.8 12.6 15.l 13.9 

Machinery, Transport vehicles 36.0 31.4 20.4 25.5 23.2 

Other Manufactured Goods 26.2 29.4 29.5 32.2 27.5 

TOTAL 100.0 100.0 100.0 100.0 100.0 

source: Data provided by Zimbabwean authorities. 



ANNEX G 

Initial Evironmental Examination 

Project Location: 

Project Title: 

Funding: 

Environmental Action Recommendation: 

Concurrence: 

Clearance: 

GC/AFR: EOragon 
AFR/OR/SOP: BBoyd 

Date: 
Date: -----

Zimbabwe 

Zimbabwe Program Grant 

FY 1980 - $20,000,000 

Per Section 216.2 (c) (2) of 
the new regulations, an 
Initial Environmental 
Examinatio ~ n t required 

Ch 

. ' 




