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FEBB O 1982
 
ACTION MEMORANDUM TO THE ASSISTANT ADMINISTRATOR FOR AFRICA 

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

SUBJECT: 	 P.A.A.D. Authorization - Zimbabwe FY 1982 Commodity Import Program 
Grant 

Problem: Your signature is requested for the attached Action Memorandum to the
Administrator recommending a grant of $50,000,000 from the Section 531, Economic 
Support Fund, appropriation to the Government of Zimbabwe (GOZ) for the FY 1982 
Commodity Import Program (613-0216). It is planned that the entire authorized amount 
of $50,000,000 will be obligated in FY 1982. 

Discussion: The proposed CIP is part of the U.S. pledge made at the Zimbabwe 
Conference on Reconstruction and Development to help the GOZ in its national rebuilding
effort. The proposed grant would (1) stimulate the Zimbabwe commercial sector to play 
a critical role in the rebuilding effort through the creation of employment opportunities,
and (2) support GOZ reconstruction and rehabilitation efforts, particularly in the war
damaged former Tribal Trust Lands. Eighty percent of the foreign exchange provided
by the CIP will be made available to the Zimbabwe private sector. Priority will be 
given to the replacement of obsolete capital equipment. Local currency generations
will be used by the GOZ for mutually agreed upon activities in the areas of education,
health, agriculture and small scale enterprise. 

Procurement will be restricted to AID Geographic Code 000 (U.S. only) and no waivers 
are expected. It was determined that this activity is excluded from the requirement
for an Initial 	Environmental Examination. The justification for this categorical exclusion 
can be found in Annex F of the PAAD. The proposed activity has been thoroughly
reviewed by the appropriate committees and the analyses were found to be acceptable
in all respects. On January 12, 1982, the ECPR recommended that the project be 
submitted to 	the Administrator for authorization. 

Recommendation: That you sign the Action Memorandum to the Administrator 
recommending authorization of the project. Also, please sign the attached PAAD. 

Attachments: 

Action Memorandum for the Administrator 
PAAD 

Clearances: 

DAA/AFR: 	 aNorthte:..ate:, 3AAA/AFR/DP: ICoke 
AFR/DR: NCohen Date: 
AFR/SA: TMorse Date:1 " 
SER/COM: PHagen Dr tDate:Qlj98 
GC/AFR: EDragon ff-! Date:P 
AFR/DR/SA: WVolffL:L Date: lojs-i 
AFR/DR/SA: DKine(Draft Date:/j15,8 
GC;/AFR: TBork Thate: , 

AFR/DR/SA:JPa noagb:1/28/82:X 28818 

IS
 



ACTION MEMORANDUM FOR THE ADMINISTRATOR 1 1982 

THRU: ES 

THRU: AA/PPC, Mr. John R. Bolton' 

FROM: AA/AFR9 F. S. Ruddy' 

Problem: Your approval is requested for a grant of $50,000,000 from the Section 531,
Economic Support Fund, appropriation to the Government of Zimbabwe (GOZ) for the 
FY 1982 Commodity Import Program (613-0216). It is planned that the entire authorized 
amount of $50,000,000 will be obligated in FY 1982. 

Discussion: The proposed CIP grant will provide foreign exchange support for Zimbabwe's 
national rebuilding effort. The grant will (1) stimulate the productive sector of the 
Zimbabwean economy to play a critical role in the rebuilding effort; and (2) support
GOZ reconstruction and rehabilitation projects, particularly in war-damaged rural areas. 

The CIP is part of the U.S. pledge made at the Zimbabwe Conference on Reconstruction 
and Development (ZIMCORD) to ltelp the GOZ in its reconstruction effort in the wake 
of the Rhodesian conflict and in its efforts to assist the African population which was 
disadvantaged under the previous regime. The primary elements of the GOZ's rebuilding 
strategy are the reconstruction and resettlement of war-torn areas; expansion of 
government services to the African population, particularly in health and ed'lcation;
and the maintenance of traditional government policies favorable to the largely privately
owned productive oector of the economy so as to encourage expanded production, greater
exports and the creation of employment opportunities. The CIP will serve the dual 
purpose of stimulating economic growth, exports and employment by providing $50
million in vitally needed foreign exchange, and supporting GOZ reconstruction and 
development projects with local currency generations. 

The negotiation of the CIP focussed on involving the commercial sector in the rebuilding
effort. The GOZ has agreed that no less than 80% of the foreign exchange provided
will be set aside for privete sector imports, principally for machinery, capital goods
and essential industrial inputs. Priority under the program will be given to the
replacement of outdated and obsolete capital equipment, particulary in the areas of 
transportation, civil engineering and manufacturing, and in the export sub-sector. 
Zimbabwe's capital stock deteriorated markedly as a result of economic sanctions 
imposed during the Rhodesian conflict. Present efforts by the private sector to 
modernize its capital equipment have been impeded by a severe shortage of foreign 
exchange.
 

The local currency funds generated by the program will be used by the GOZ for mutually
agreed upon activities in the fields of education, health, agriculture and small-scale 
enterprise, with priority being given to reconstruction and rehabilitation of facilities,
especially in the former Tribal Trust Lands. The local currency funds will be managed
through the creation of a special account similar to that used for local currencies 
under the FY 1980 and 1981 program grants ($20 and $24.28 million respectively). The 
GOZ has established an excellent record in the maiiagement of these local currencies 
and the proposed CIP will continue the use of this flexible mechanism. Some of the
local currency may be used for AID Southern Africa regional activities in Zimbabwe.
The exact amount has not been determined. Also, one percent of local 
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currency generations will be set aside for ,the USAiD/Zimbabwe operating expense 
account.
 

This CIP represents two-thiirdsof the pledge of $75 million in assistance in 1982rmade
 
by the U.S. at the ZIMCORD conference.
 

It has been concluded from the analyses included in the Program Assistanel Annrnval
 
Document (PAAD) that:
 

(1) the commodity Import program grant approach is technically and economically
sound; 

(2) the timing and funding of the program are appropriately scheduled;. 

(3) sufficient planning has been done for the implementation, monitoring and
evaluation of progress under this activity; and 

(4) all statutory criteria have been met. 

It was determined that this activity is excluded from the requirement of an Initial
Environmental Examination under section 216.2(c)(2)(ix) of AID regulation 16. The 
determination can be found in Annex F of the PAAD. 

The grant agreement will contain the standard conditions precedent and convenants for 
a CIP. Yn addition, there is a condition precedent which requires a detailed plan for
activities to be financed under the local currency account, and three convenants requiring
(1) establishment of a special account for local currency deposits, (2) that not less than 
80% of the grant be used for private sector procurement and (3) that the GOZ use its 
best efforts to ensure additionality for private sector imports equal to at least 50% of 
the amount of the grant (Annex E). 

The authorized source of goods will be AID Geographic Code 000 (U.S. only). No 
waivers are expected. 

The Project Review meeting held on January 8, 1982, and an Executive Committee 
Project Review held on January 12, recommended approval of the CIP. There were 
no unresolved issues. The Congressional Notification was submitted on February 19, 
1982, and expires on March 5. 

The responsible AID officer in USAID/Zimbabwe will be the Mission Director, Roy
Stacy, and the AID/W backstop officer will be Douglas Kline, AFR/DR/SA. 

There are presently no significant human rights issues in Zimbabwe. 

Recommendation: That you sign the attached PAAD, thereby authorizing the proposed 
activity in the amount of $50 million. 

Attachment: 

PAAD 
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,(Acting) General Counsel: KCKam merer3LDate: -
AAA/PPC/PDPR: JErlksson L Date:-V :f.~ 
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ISUMMARY AND RECOMMENDATIONS
 

The following are the principal features of the
 
proposed commodity import program:
 

Activity: Zimbabwe Commodity Import Program
 

Amount: $5O,00,000
 

Terms: ESF grant funding, with local currency
 
reflows to be deposited in a special account for use in
 
mutually agreed upon reconstruction and development activities.
 
1% of these reflows will be expressly reserved for use by
 
USAID/Zimbabwe for anticipated local currency requirements.
 

Authorized Source: AID Geographic Code OO(U.S.)
 

Program Justification: Short-and medium-term
 
financial difficulties encountered by the GOZ, including a
 
balance of payments shortfall and budgetary constraints
 
(see Section III).
 

Program Description: The objectives of this program
 
are twofold: Initially, to stimulate the Zimbabwe commercial
 
sector to play its critical role in national rebuilding and
 
employment creation tasks by making available AID foreign
 
exchange resources. This will permit the importation of U.S.
 
goods and manufactures, principally by the private sector,
 
but also to a limited extent by the public sector, for use
 
in reconstruction and development. Priority will be assigned
 
to replacement of the country's aging stock of capital goods
 
as well as to the export subsector. An illustrative listing
 
of the types of commodities elible under this program can
 
be found in Section IV.
 

The second objective is to support Government
 
reconstruction and development initiatives by using the
 
local currency generated from the commercial sector under
 
the CIP to finance a range of public sector programs and
 
activities in the areas of education, health, agriculture
 
and/or small-scale enterprise. Inasmuch as the GOZ's
 
near-term local currency requirements far exceed the
 
generations available under this program, AID and the
 
GOZ will jointly agree on the allocation of funds. This
 
process has already begun (see Section IV.B for an
 
illustrative list of activities to be funded with local
 
currency generations), and will be formalized prior to
 
first disbursement. On the basis of AID's experience
 



with the very similar program grant approach, the
 

mechanism of flexible local currency programming
 
(unavailable in other assistance modes) is desirable
 
and appropriate to the current conditions in Zimbabwe
 
for the following reasons: it is responsive to the
 
financial requirements of the GOZ; it reflects the
 
competent functioning of the Government public sector;
 
and, it is in keeping with the business-like relationship
 
that has characterized AID's dealings with the GOZ
 
to date.
 

Program Implementation: The proposed program
 
will be implemented by the GOZ Treasury in coordination
 
wit. the Ministry of Trade and Commerce and the Reserve
 
Bank of Zimbabwe; programming of local currency generations
 
will be the responsibility of the Ministry of Economic
 
Planning and Development. The program will make use
 
of existing allocation, licensing and import procedures,
 
which have been reviewed by the PAAD team and found
 
acceptable. USAID/Zimbabwe will be responsible for
 
program monitoring, with regular assistance provided
 
by REDSO/EA (Supply Management Officer and other
 
personnel as necessary).
 

Disbursement Period: The PAAD team recommends
 
a period of 12 months for commitment and 18 months for
 
disbursement of all program funds.
 

Statutory Checklist: Satisfied (See Annex B)
 

Waivers: None
 

Issues: None
 

Recommendation: It is strongly recommended by
 
both USAID/Zimbabwe and REDSO/EA that a commodity import
 
program in the amount of $50,000,000 be authorized for
 
Zimbabwe.
 

PAAD Committee
 

Laurence Hausman, Design Officer/Team Leader, REDSO/EA
 
John Lewis, Management Supply Officer, REDSO/EA
 
J.M. Wolgin, Economist, AID/W (PPC/PDPR)
 
Edward Spriggs, Legal Advisor, REDSO/EA
 



Si.Contributions 
and Review by:
 

CC.Grader, Director, USAID/Zimbabwe
 
R., Stacy, Director-designate, USAID/Zimbabwe
 
A. R. Love, Director, REDSO/EA
 

II. Background
 

A. Political Background ard U.S. Objectives
 

BegLnning 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
 
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, if
 
created as a result of a negotiated settlement. The
 
assistance provided to Zimbabwe by the USG in FY 1980 and 1981
 
and pledged for FY 82-84 at the March 1981 ZIMCORD
 
can therefore be seen as consistent with these prior
 
commitments.
 

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. The new government came to power
 
with an agenda aimed at correcting inequities in the
 
social, economic and political sectors. 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 pragmatic leedership of Prime Minister:
 
Mugabe,'is doing 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 among the entire population.
 

Zimbabwe possesses numerous and diversified
 



resources and has an extensive social and economic
 
infra-structure that has been built up over many years.
 
Notwithstanding these positive features, several massive
 
tasks still confront the government --- repairing
 
and rebuilding substantive war damage (largely to rural
 
infrastructure), resettling the remaining displaced,
 
completing the demobilization and reintegration into
 
society of the various armed forces, stimulating the
 
commercial sector to generate exports and new
 
employment, and expanding basic social services to much
 
larger population groups. To finance these tasks will
 
require not only the bulk of the GOZ's internal resources
 
but substantial infusions of external assistance as well.
 
The March 1981 ZIMCORD went a long way towards achieving
 
the external funding objective, with the U.S. pledge
 
of $75 million for FY 82, followed by similar amounts
 
in the succeeding two years, forming a very significant
 
part of that funding package.
 

Zimbabwe is a country founded and
 
functioning on democratic principles. There are
 
hopeful signs that a successful, non-racial society
 
will emerge, with the underpinning of a strong mixed
 
economy. Such a success will serve as an important
 
example to other nations, especially South Africa.
 

It is in the U.S. interest to assist
 
Zimbabwe achieve this success and it has formed the principal
 
rationale behind the substantial U.S. commitment at
 
Zimcord. The proposed $50 million of U.S. cormodity
 
assistance is designed to provide Zimbabwe with critically
 
needed foreign exchange and to assure that the local
 
currency generated thereunder will contribute to economic
 
development with equity. More iupecifically, the local
 
currency is to be directed toward the areas of the
 
highest GOZ priority; namely, resettlement, reconstruction
 
and development activities related thereto.
 

B. GOZ Strategy
 

With the coming of majority rule the
 
Government faced a number of severe problems -- primarily
 
national reconstruction, the integration of the
 
liberation armies into both the National Army and the
 
civilian economy; the resettlement of displaced persons
 
and refugees; the fears of whites that they would be excluded
 
from the new order; and the need to maintain the vitality
 
of the modern economy while at the same time moving
 
quickly to a more equitzble distribution of incomes and
 
assets.
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The strategy adopted by the Mugabe government
 
:to'deal' with:'these problems is essentially fourfold:
 / 

(1). 	 the maintenance of traditional governmant
 
policies toward the modern economy, / 
which involves stimulating private / 
sector growth to expand production, 
create additional employment and 
exports; 

(2). 	 initiation of a settlement progra .
 
that will gradually.increase the/P
 
movement of African farmers froys'
 
the Tribal Trust Lands to underutilfed 
land in the commercial sector; / 

(,3). 	 a program of reconstruction ar.d ,"

investment 
in the Tribal Tryst ar'tas; and
 

(4). 	 a vast expansion of governiTent -,ervices
 
to the African population. particularly
 
in the areas of health and edi'cation.
 

/
 

By moving on all these fronts at o' ce, the GOZ 
hopes to generate economic growth aid thur inc'.ease the 
share of income going to African workers, to '.ncrease 
production and incomes in the TTLs, to aasuafe, to some 
degree, the understandable land hunger of tte African 
population, and, through the provision of .iealth and 
education, to meet the aspirations of che.iajority 
population for a better quality of liie. 

Within the next few morths! the GOZ will have
 
produi.ed a comprehensive Three-YdrIPle/t, which will
 
detail t.i medium and long-term de'ielo ?MLnt goals of the
 
GOZ. In the interim, the GOZ preyare'. a summary document
 
outlining a policy overview, sector ftrategies and financial
 
requirements. Thie document servedits a framework for
 
donors at the Zimbabwe Conference o'.iReconstruction and
 
Development (ZIMCOF,)) in March, 111. -The conference was
 
an unquestioned success and new d(nor pledges totalling
 
over $1.3 billion were received in support of government and
 
private sector reconstructiou ald development activities.
 

http:produi.ed
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C. U.S Assistance Strategy 

1, General Statement 

The reader is referred to USAID/Zimbabwe's 
.first Country Development Strategy Statement (CDSS),
 
prepared in February, 1981, for a comprehensive discussion.
 
of *itheMission's goals, objectives and proposed assistance
 
.levels. However, it will be useful for background purposes
 
to summarize the major poirts here. The threefold goals
 
ofU.S. assistance are:
 

(a) To help create a multiracial,
 
democratic state which will provide
 
stability in the Southern African
 
region, and to support the present
 
government's attempt to bring about
 
such a society in a pragmatic and
 
moderate fashion;
 

(b) To improve the quality of life foi
 
the poor, black majority; and,
 

(c) To assist the GOZ to achieve
 
self-sustained, equitable growth, thus
 
insuring that both of the above
 
objectives are met in the long term."
 

,in addition to these political and equity goals,
 
there are strong U.S. economic interests in Zimbabwe,
 
:both from the perspective of a trading partner and as
 
a result of U.S. investments in the country.
 

The programm.ng of U.S. assistance to support
 
these goals has taken into account the political and
 
economic fluidity in Zimbabwe. Although the GOZ has
 
already spelled out many of its major policies and strategies,
 
it has been understandably slower in translating these
 
into specific courses of action. What has guided U.S.
 
actions to date is the fact that Zimbabwe's "political
 
structure is broadly democratic and oriented toward the
 
same equitable growth objectives that form the basis of
 
AID's 'New Directions.'" The GOZ has adopted a generally
 
pragmatic, free market approach to achieving those
 
objectives, and this arproach has had the full support of
 
the USAID.
 

A major determining factor has been our
 
:recognition that the central administration of the GOZ
 
is probably the most capable and most efficient in Africa.
 
For this reason, "the USAID strategy is to rely heavily
 

http:programm.ng
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"on GOZ capabilities for planning and implementation
 
of their own development program." This was evidenced
 
in the FY 80 and FY 81 program grants, which offered
 
the GOZ great flexibility in the programming of local
 
currency generations in sectors of mutual concern.
 
It is also the theme which runs through the USAID
 
scrategy for programming future U.S. assistance.
 

2. Program Relationship-to CDSS
 

The three principal objectives tiwards
 
which USAID/Zimbabwe assistance will be directed are:
 
increasing agricultural incomes, employment generation
 
and expanding social service delivery systems. These
 
three principal objectives match the stated objectives
 
of the GOZ as expressed in the ZIMCORD documentation.
 

The proposed CIP will be responsive
 
to each of the above objectives either directly or
 
indirectly. The program will be a vehicle for strengthening
 
the productive sector by making additional imported
 
commodities available for procurement by private and public
 

entities and enabling them to play a more active role
 
in national reconstruction/rehabilitation and development
 
tasks. Particular emphasis will be given to equipment
 
and transport constraints and to the export subsector,
 
including agriculture, industry and services.
 

In turn, the Zimbabwe dollars generated
 

under the program will be used to support a range of
 
Government programs for reconstruction and development
 
purposes in the education, health, agriculture and/or
 
small-scale enterprise dL_tors. As tentatively programmed,
 
these funds will alleviate GOZ funding constraints and
 
permit increased support for activities that will
 
directly increase agricultural incomes, generate new
 
employment and expand basic social services. In addition,
 
a portion of the local currency generations would be used
 
to support activities of benefit to Zimbabwe that will
 
also impact on the region as a whole. This is consistent
 
with the CDSS strategy, which discusses the ultimate aim
 
of integrating the regional economy to relieve current
 
dependencies on South Africa. The U.S. has already agreed
 
to provide substantial assistance to the regional development
 
program (road rehabilitation and strategic grain storage
 
construction) and "with Zimbabwe likely to be the keystone
 
of a future regional system, as both a food exporter and
 
a-manufacturing center, regional development is of great
 
importance to Zimbabwe's future.
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One additional factor that supports 'this
 
CIPand is in consonance with Mission strategy is the
 
speed and flexibility of disbursements. In a situation
 
where few other donors have even defined their programs,
 
AID has been extremely responsive to GOZ funding
 
requirements. We have moved quickly and flexibly with
 
two substantial cash grants, and the proposed CIP would
 
continue in this mode of assistance. The demand for
 
commercial imports is very strong and the GOZ's local
 
currency requirements are substantial; the CIP vehicle
 
will satisfy both objectives in a timely and appropriate
 
manner.
 

D. Status of AID Program Grants
 

AID has made two program (cash) grants available to the 
GOZ to date. The first grant of $20 million was disbursed in two 
tranches of $13 million and $7 million immediately after obligation in 
July and September, 1980, respectively. The second grant of $24,280,000
 
was disbursed in tranches of $20 million and t,,.28 million shortly after
 
obligation in January and September, 1981, respectively. The foreign
 
exchange under both grants was estimated to have been utilized by the
 
GOZ within 30 days after its receipt from the U.S. The government has
 
provided confirmation that all foreign exchange was utilized for priority
 
imports in accordance with each of the agreements.
 

In a manner similar to that proposed in this
 
CIP, the program grant agreements required the GOZ to
 
establish counterpart local currency accounts for use
 
in funding agreed-upon activities. As of June 1981, just
 
over 80 percent of all local currency proceeds under the
 
first program grant were expended. This implementation
 
record is excellent when compared with other AID recipient
 
countries, although it has fallen slightly behind the
 
original target of full local currency disbursement within
 
12 months. Some of the important and originally
 
unanticipated implementation problems that have been
 
encountered include: (1) the continuing shortage of
 
transport (mainly trucks), heavy equipment and some
 
building materials; 1/ (2) unusually heavy rains; (3) shortage
 
in certain ministries of administrative staff to process
 
program documentation; and (4) a growing shortage of skilled
 
workers in certain construction trades.
 

l/ "The lack of reliable vehicles will continue to be a
 
major restraint on the reconstruction work during dry..
weather." Ministry of Works progress report, 5 May, 1981.
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Local currency expenditures under the
 

second program grant (613-K-602) are now disbursing
 

at an acceptable pace, given a two-month delay in
 
program start-up. As of July 1, 1981, approximately
 

15 percent ($3 million) has been disbursed, which
 
represents approximately 10 weeks of expenditures.
 
The obstacles to more rapid implementation involved
 
the same shortages mentioned above. A complicating
 
factor is that the kinds of activities which are
 
being financed require more detailed preparation than
 

earlier reconstruction efforts. For example, new
 
school construction entails site surveys, title
 
transfers, drawing up plans and specifications, etc.,
 

and because Government's procedures are thorough, the
 

process takes more time. Given the obstacles faced
 

the nature of activities being assisted and the
 

differing implementation strengths of institutions
 
using the funds, the Mission believes that the
 
performance to date provides a formidable record of
 

accomplishment and attests to the GOZ's capacity to
 

effectively absorb and channel substantial funds for a
 
variety of activities throughout Zimbabwe.
 

E. Other Donors
 

The March, 1981 Zimcord resulted in several
 

donors provisionally committing funds for commodity
 
import-type assistance (see Annex D Table XI). To date,
 
among the major donors, only the U.K. and the World
 
Bank are significantly active in this general area; thh
 

larger of these is the World Bank. In April, 1981, the
 
GOZ entered into an agreement with the World Bank/AID "
 

for a loan and credit to support a proposed Manufacturing
 
Rehabilitation Imports Program ($50 million loan and
 

$15 million credit). The program's structure is similar
 

to the proposed AID CIP except that the focus is on the
 

manufacturing sector for priority imports of raw materials,
 

spare parts, components and balancing equipment. Also,
 

Bank disbursements are made on a reimbursement basis.
 
Otherwise, the program contains the same general provision
 

for creating a special account with the local currency
 

equivalent generations. These funds are available to
 

finance development projects in the GOZ budget. As of
 

1 July 1981, approximately $11 million was disbursed.
 

Given the GOZ's financial requirements plus
 
the efficient Government apparatus to support
 
reconstruction and development programs, the PAAD team
 
concluded that even substantial, additional donor support
 
is unlikely to cause any serious concerns about donor
 
coordination or absorbtive capacity.
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III. 	 ECONOMIC',BACOKGROUND AND PROGRAM
 

JUSTIFICATION
 

A. General Economic Background
 

1. Macro-Economic Setting
 

The basic data on the Zimbabwe economy
 
are presented in the Statistical Annex. While a small,
 
lover middle income country by international standards
 
(per capita GNP was U.S. $694 in 1980), the economy is the
 
largest in Southern Africa after South Africa, in terms
 
of total GDP, equal to the total of Mozambique and Angola
 
combined. It is a highly diversified ecouomy with important
 
agricultural (12.9% of GDP), manufactvring (25.8% of GDP),
 
and mining (8.6% of GDP) sectors.
 

Each of these sectors, in turn, is
 
divided into a variety of sub-sectors. The major agricul

tural crops are tobacco, cotton, maize, sugar and wheat,
 
plus beef and dairy products. The mining industry produces
 
a number of products including gold, asbestos, nickel,
 
copper and chrome. The main manufactiring industries are
 
iron, steel, and metal fabrication (26%), chemicals and
 
petro-chemicals (14%), food processing (14%) beverages and
 
tobacco (11%), and textiles (19%). Although the primary
 
sectors, agriculture and mining, together only produce
 
about 21% of GDP, they provide about 57% of Zimbabwe's export
 
earnings. On the other hand and not unsurprisingly, while
 
manufacturing accounts for the remaining 43% of merchandise
 
exports, the sector as a whole is a net user of foreign
 
exchange because of the 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 kilometers of road,
 
and widespread telecommunications system. With the expected
 
completion of a major thermal electric complex at Wankie
 
in 1985, tho country will be self-sufficient in electricity
 
generation. Similary, 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 1980
 
*amounted to $5.0 billion, which was roughly shared
 
*.between wage and salary earners and investors on a
 
2:1 basis. Thus, corporations, unincorporated
 
enterprises (mostry private farms) and parastatals
 
hadTgdias)'operating profits of approximately 

1.65 billion.
 

Howeve7,/'investment expenditures in the private
 
sector were very low, about $375 million in 1980, 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 23%
 
in 1980.
 

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 U.S. $10,000, while for the black population
 
it may be as low as $150 per year. In other 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 foi
 
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 economy, about 48% are
 
employed in the low-paying agricultural and domestic
 
service sectors. The average white/black wage
 
differential is eleven to one ($12,350/$1,100), due
 
partly to differential stocks of skills. Added to
 
the wage difference is the fact that probably 90%
 
of profits are earned by white Zimbabweans.
 

Many of these inequalities art, the
 
result of discrimination practiced by the variouc
 
white-dominated governments of the pre-rmajority rule
 
period. The clearest instance of this is the division
 
of the country's land into commercial areas (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 five hectares of arable
 
land while white commercial farms averaged 100 hectares.
 
Equally important, the best lands were reserved for
 
whites, who own 72% of the land in Regions I and II,
 
the most productive areas.
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These inequalities were reinforced by
 
conscious government policy of allocating resources
 
to the white sectors. For example, marketing structures
 
and institutions, which are fully developed to serve the
 
commercial farm sector, are almost non-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 farmers 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 expenditures
 
in black schools, and while virtually all white students
 
graduated from Form IV (roughly junior high), only 4%
 
of the black students were able to do so.
 

The other side of this disqtueting 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. 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 and
 
highly productive private market economy, the role of
 
government is pervasive, though less so than in many other
 
African countries. Foreign exchange controls are very
 
stringent both in the area of import licensing and
 
repatriation of capital. Almost all of the marketing
 
in the commer;ial farm sector is controlled by a
 
government agency, the Agricultural Marketing Agency;
 
the marketing of minerals is currently done by the private
 
sector. There are minimum wage laws (recently raised) and
 
controlled and increasingly subsidized prices for
 
important consumer commodities.
 

The primary task facing the present
 
government is to redress 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
 
African standards of living in the future and for meeting
 
the demand for non-South African source of food and
 
manufactures within the region.
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2. Recent Economic Trends
 

Beginning in late 1978 - early 1979,
 
the economy.has shown progress - in signs of recovery from
 
an earlier, severe 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 consumption 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 1975 oil
 
crisis was severe. The decline in Zimbabwe's terms
 
of trade, coupled with the closing of ports to 
Rhodesian trade _n Mozambique following Mozambique's 
independence, caused a severe deterioration in the balance 
of payments. In order to restore equilibrium there was a 
substantial cutback in non-petroleum product imports. The 
volume of total imports by the eni of 1979 was only 67% 
of 1964 levels. Restrictions in he importation of raw 
materiale 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 services industries - 

particularly construction 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, with the Lancaster House settlement and the ending 
of sanctions , there was a substantial recovery on almost 
every economic front in 1980. Real GNP rose by 13.5% and per 
capital income by over 10%, while inflation was held to 8.6%. 
The recovery was led by the major goods sectors--agriculture, 
mining and manufacturing -- with output increases in nominal 
terms of 30.2%, 32.7% and 29.2% respectively. Similarly, 
the distribution sector, fueled by increased demands 
and increased availability of goods, had a nominal growth 
of output of V:.8%. Import volumes increase by 37.6% 
over 1979, and by the end of 1980 had reached the pre-U.D.I. 
level. Despite this impressive record there are indications 
that the near-term prospects are not as bright. While 
agriculture, manufacturing and iistribution are likely 
to continue bouyant, and there is likely to be an upsurge 
in construction and government services, the mining sector 
is beginning to be affected by declining commodity prices. 
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There are four areas of concernt employment,
 

private investment, balance of payments, and the government
 

budget. The first two areas are discussed in this section,
 

while the latter two will be discussed in the following section.
 

(a). Employment - Critical to the future
 

of Zimbabwe is a rapid expansion in wage employment. Given
 

the growing pressures on arable land, a rapid rato of
 

population growth and the slow pace of settlement, the economy
 

must provide 50,000 new jobs per year, or an increase of about
 

5% in the labor force. In 1980, despite the high rate of
 

real growth, employment in the modern economy increased by
 

an average of only 21,000, or 2.2%, and by December, 1980,
 

employment was only 6,000 above the December, 1979 level.
 

This situation is not quite as distressing as
 
it first seems. In the first place it is normal for firms
 
to maintain employment levels in the midst of a recession.
 
Thus, during the 1974-197- recession, while real output fell
 
by 12.5%, employment fell only 5.2%. The recovery in 1980
 
was relatively .easy due to the .&ubszatial excess capao-..--..
 
that existed in the economy, not only in terms of capital
 
but also in terms of labor. As the recovery pt deeds, one
 
will expect that capacity limitations will be met in terms
 
of existing labor force and employment will grow at a much
 
faster rate.
 

Secondly, in line with its concerns for
 
equity, the government substantially raised minimum wages
 
in all sectors of the economy. These increases led to
 
large increases in the average wages in most sectors,
 
ranging from 16% in manufacturing to 30% in domestic
 
service. (There are no data yet available on agricultural
 
wages). Future employment growth is likely to be more
 
substantial if this wage adjustment is not followed by
 
similar increases in the future.
 

Lastly, the main culprit in the failure of
 
the economy to provide jobs in 1980 was the agricultural
 
sector. Non-agricultural employment increased by 4.6%,
 
while agricultural employment actually declined despite
 
the enormous increase in value added. However, much of this
 
increase was due to two factors -- a change in relative prices
 
which favored agriculture and a shift from tobacco to maize
 
plantings. Real output in volume terms, recovery to 1978-1979
 
levels, and only in the case of tobacco was output
 
significantly above historical levels. Most of the 1980
 
tobacco output represents previous year plantings. With
 
high producer prices for maize and declining tobacco prices
 
there was a large shift to maize production which is much
 
less labor ±wingVt. With therrecovery of tobacco prices
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farmers maybegin moving back toward tobacco with the
 
accompanying employment generation benefits.
 

(b) Investment - The recovery ot 1980
 
was led by increased government expenditures and increased
 
consumption spending, due in part to rising wage levels
 
for Africans. As the economy begins to reach full
 
capacity, investment will have to pick up or a
 
prolonged period of inflation and slow real growth
 
lies ahead. Investment in 1980 was approximately 15%
 
of GDP, about the same level as in previous years, despite
 
a substantial increase in government capital expenditures
 
in the reconstruction cf damaged infrastructure. Private
 
investment was about 30% of gross operating profits,
 
indicating that investment was not constrained by lack
 
of financial resources. In fact, excess liquidity in
 
financial institutions rose to 28.6% of total liabilities
 
at the end of 1980, up from 15% in 1979. Interest rates
 
remain very low and for most financial assets are negative
 
in real terms, with nominal rates ranging from 7.5%
 
for commercial banks to 11-17% for consumer credit.
 
Short-term bills had interest rates of under 4%.
 

There are two factors limiting a resurgence of
 
private investment. The first is a limited availability 
of foreign exchange. Despite a record increase in import 
volumes, and despite a careful channeling of import licences 
into raw materials and capital goods (61% of all imports,
 
including petroleum products), there is a very real
 
shortage of foreign exchange. It is estimated that there
 
are three times as many requests for foreign exchange
 
licences as are granted. Secondly, investor confidence
 
remains unsettled, as private corporations continue to
 
read the Zimbabwe tea leaves. This is especially true
 
of multinational corporations, Despite substantial interest
 
there has been little capital inflow to date in terms
 
of direct private investment.
 

In late 1981, a new surge in private
 
investment is likely to begin, reaching even higher
 
levels in 1982 and beyond. The evidence for this is the
 
dramatic increase (24%) in building permits approved
 
in 1980 over 1979. The total of $227 million was 36% higher
 
than the previous peak in 1973. Industrial building plans
 
are of particular interest, and the $47 million approved
 
in this category was over three times the 1979 level, and
 
35% above the 1974 peak. The significance of these figures
 
is that an upsurge in building plans has been in the past
 
associated with an upsurge in construction, lagged about
 
two years. Similarly, increases in investment in buildings
 



and civil engineering are associated .with':an increase 

.in iinvestments of all types. 

B. Economic Program Justification
 

1. Balance of Payments
 

un Lne surxace, &1mDabwe's balance of
 
payments has been relatively strong throughout the second
 
half of the decade of the 1970's. Between 1975 and
 
1980, reserves have increased by U.S.$212 million, with
 
most of this change occuring since 1978. By December
 
1980, the Reserve Bank of Zimbabie held U.S. $270 million,
 
while the banking system held an additional U.S.$59
 
million, sufficient to cover three months of imports at
 
1980 levels, a rate somewhat higher than the average
 
middle income country. Since that time, reserves have
 
fallen by U.S.$106 million to the present level of
 
U.S.$213 million, less than two months import cover.
 
Even this balance of payments picture is largely due to
 
very stringent foreign exchange controls in the
 
importation of goods and in the movement of capital.
 
There are no hard estimates on the effect upon the
 
deficit of removing exchange controls, but guesses range
 
from U.S.$1,000 million to upwards of U.S.$2,000 million.
 
This conservative policy towards imports has been partly
 
responsible for the recent recession and continued
 
controls are likely to limit the expected recovery.
 

(h) Current Account - While the trade
 

balance has been positive throughout the period, ranging
 
from U.S.$76 million in 1975 to a peak of U.S.$270
 
million in 1978, this 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
 
in 1980 were 2.1 times their 1975 level. While mineral
 
prices rose in 1980 tobacco prices were weak, and
 
consequently export prices stood at only 1.7 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 terms of trade improved by 24% in 1980,
 
to 69.1, with import prices increasing by only 7% while
 
export prices increased by 32.5%. However, this trend
 
is not expected to continue through 1981, despite a
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strengthening of tobacco prices, due to a softening of
 
mineral prices. In fact, current estimates call for
 
negative trade balances of U.S. $198 million in 1981 and
 
U.S. $108 million in 1.982. In addition to the decline in
 
the terms of trade, transport problems, due to both port
 
congestion and shortages of locomotives and trained manpower,
 
are likely to constrain exports in the near future. In
 
fact transport constraints are likely to be critical in
 
inhibiting the growth of exports. 

The service balance has been substantially
 
in deficity throughout the period, due largely to freight
 
and insurance charges, but also to a negative tourism and
 
travel account. This deficity reached U.S. $196 million
 
in 1980 and is likely to continue to increase 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 investment income have averaged
 
about negative U.S. $40 million per year. The unblocking
 
of U.S. &i'd U.K. assets will lead to increased dividend out
flows which are expected to reach U.S. $104 million by 1982.
 

The transfer balance has remained negative
 
despite aid flows. Partly this is due to the emmigration
 
of whites together with their goods, the payment of
 
pensions, and other remittances. These negative flows of
 
approximately U.S. $255 million dwarf projected grant
 
assistance until 1982, when diqbursements from Zimcord are
 
expected to reach levels of U.S. $150 million.
 

Overall the balance of payments on current
 
account was in deficit by U.S. $260 million in 1980 and is
 
expected to balloon to U.S. $591 million in 1981 before
 
declining to manageable proportions in 1983 and 1984.
 

(b) Capital Account - Major capital flows
 
during the next few years are expected to come from
 
several sources asshown in the table below:
 



T A B L.E: I 

Capital Account (1980-1984) (U.'S.$ 'MilIion) 
Net Government 1980 1981 1982 83 1984 

Air Force Line of Credit . -22.4 64.7 -10.2 -10.2 
External Bonds 3.3 -49.2'1-50.4 -50.4 -60.3 
Reconstruction Loans 0.8 2l 8 4.8 
Zimcord - 69.0 190.5 205.5 375.0 
Other -36.5 32.4 -35.8 -38.7 -34.7 

Total Government -~A ~ 1L f~ ~. 

Public Authorities 

Air Zimbabwe - 9 '9 2-23 -2.3 -2.3 

Railways -3.5 119.4 61.5 -31.5' -26.0 
Wankie Thermal Station - 41.9 129.0. 2.6 -49.5 
Other 1.0 -3.7 -6.0 :25.3, 1.9 
Total Public Authorities. -4.5 167.6 182.3o, -9.0 -75.9 

Other Capital Transactions 

IMF Credit Tranche - 46.5 46.5 -
Private Investment 22.7 30.0 38'.3 45.0 51.0 
Repatriation of Capital 
Other 

-21.2 
3 . ' 2 

-24.0 -27.0 -30.0 
53.9:- 18.1 -,4.0 

-3310 
-24.0 

Total Other Transactions -3.2 106.4 17.1 11.0 -6.0 

Total Capital Transactions -31.9 325.6 373.2,108.2 187.9 
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ihe Zimcord agreements of almost U.S.$2 billion
 
,will be V.-ry slow in disbursing. By 1984, the GOZ estimates
 
that 7C%"of the amount pledged will have been disbursed,
 
with sjia 42% of that amount, or 30% of the total being
 
expeni. °lin 1984. Thus the critical years for Zimbabwe,
 
1981 a/,d 1982, will not see large aid flows (about U.S.$195
 
mill, n in loans and U.S.$290 million in grants). Nor is
 
it E0pected that direct private investment will be substantially
 
pofI'ive through 1984. As of now, the major source of exter-n
 
caI/tal flows, aside from foreign assistance, will be
 
c,',mercial borrowing by public corporations for major
 
Li.frastructure projects. Excluding Zimcord loans, the
 
government is expected to make larger repayments than
 

Zoorrowings. However, whether these plans will be actualized
 
is a serious question. It well may be that drawdowns of
 
foreign assets along with substantial domestic budgetary
 
financing needs may force the GOZ to enter international
 
capital markets to a much larger extent than is currently
 
planned. Otherwise reserves will fall to levels below any
 
safe margin -- less than two weeks of imports.
 

An element in the balance of payments picture that
 
remains unclear is Zimbabwe's relationship with the IMF.
 
Early in 1981, the IMF gave Zimbabwe a stand-by of U.S.$46.5
 
million. Negotiations are currently taking place for a further
 
U.S.$100 million standby to be concluded in September. There is,
 
in addition, some talk of an EFF for calendar years 1982-84,
 
although these discussions are very preliminary. To the extent
 
that funds a:' forthcoming from the IMF, the GOZ can avoid
 
entering commercial markets to meet foreign exchange and
 
budgetary gaps.
 

2. Government Budget
 

A consolidated expenditures account for the
 
fiscal years 1979/80 and 1980/81 is presented in Table II on the
 
following page. 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 35.8% of total
 
expenditures in 1980/81. However, current estimates of
 
expenditures show that the original budget erred by $150 million
 
on the conservative side, and that, therefore the budget deficit
 
will be closer to 40%. More disturbing however, are projections
 
for the future. The fiscal year 1981/82 could see extremely
 
large government deficits with attendant problems of monetary
 
growth, inflation, and the "crowding out" of private
 
investment. Recent indications, however, point to a relatively
 
severe budget with the deficit held to $900 million, some
 



TAB= 11 19A 

E~ZZt~SMMIA BY M.A703 C;zGVR* 

(Athousands Zimbabwe dollars) 

(1) (2) (3) (4) 
!9-0/81 1980/Si Ratio 1980/81 
(origlnal (revised Coj= (3) to revised sha: 

1979/80 estimate) estimate) co).= (1) of b".ze. " 

1. 	 N.ational Secuxity 384,655 315,985 362,985 0.94 23.6 

2. 	Settlement 2,521 8,301 8,301 3.58 0.5
 

3. 	 Recbnst.ruction anc
 
Investment in TTUL 9,180 42,487 42,487 4.63 2.8
 

4. 	 Education 120,37 -194,4941 236,494 1. 96 L.. 4 

S. alth. 	 '54,226 91,795 91,795 ' 1.69 6.0 

6. 	Food Subsidies 37,729 68,700 1e2,
.68,700 4.5
 

7. 'General Administration 111'495 124,093 124,083 1.11, 
8. 	Econo=ic M.nist ies 108,238 128,695 '128,69S 1.19 8.4
 

9. Other Capital Budget 52,886 55,760, 55,760 1.05 3.6 

1). Relativeiy Uncontrollable IIOutlays 	 250,523 305,964 305,964' 1.22: L9.9
 

22. Other 	 30,383 103,720 114,720 1.7 .7.4
 

12. TAL 	 1,162,073 1,439,984 1,539,984 1.33 '100.0
 

T.able I- does not include the $114 million of grant assistance that hs been
 
aar.n--ed fcr reconstruction and emergency feeding of retugees. ?esse funds
 
aee placed in a special account and do not enter either the revenue or expenditure
 
accouts.
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$150 million over the deficit of 1980/81. Equally
 
important the expected budgetary cuts in the areas of
 
defense and subsidies mean that the structure of
 
government expenditures is being changed and that
 
future years should see a return to reasonable balance.
 

(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 leverat its 
disposal, government expenditures. Table II ]uInDs 
expenditures into categories appropriate for analyzing 
government policy. 

Because of the need to integrate the
 
liberation armies into the National army, 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 $300 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, it is going to be very difficult to reduce
 
the growth of expenditures.
 

In recent days the Government has announced
 
in general terms two measures which are politically
 
difficult, but financially necessary--a reduction of the
 
National Army to a full time strenth of 40,000, effectively
 
cutting the army by 50%, and a reduction in subsidy levels
 
which will raise the cost of living of the urban consumer.
 

(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 taxation, and
 
since income taxes are only levied on families with incomes
 
in excess of $4,500, the tax structure is probably
 
progressive on the whole. Non-tax revenues account for
 
about 25% of total resources and art divided between
 
payments for services and use of property (40%) and a
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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
 
exceed 1977 levels, and be 22% higher than in 1979. At
 
the present time, taxes represent 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. Early in 1980, the government
 
instituted new sales and excise taxes in order to
 
reduce the deficit in fiscal year 1980/81. These
 
taxes fell disproportionately on the poorer segments of
 
the population as can be seen from the fact that the.
 
low-income consumer price index increased at twice the
 
rate the high income consumer price indeed increased.
 
This rapid rise in prices facing the low-income consumer
 
was mainly lue to the very large increase in the prices
 
of tobacco and beverages due to new excise taxes.
 

(c) Financing the Government Deficit
 

Clearly, the most difficult financial
 
problem facing the Government 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 $2,160 million and reveuues of
 
$1,390 million, the total deficit in 1980/81 is ou the
 
order of $775 million, or 14% 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 $1,650 million over the
 
past five years, including $1,407 million in fiscal year
 
1979/80. Consequently, total domestic debt by June, 1980
 
reached $1,950 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.
 
Much of these savings were in the form of liquid assets in
 
the banking system, which by the end of 1980 were approximately
 
$300 million above required liquidity needs. Consequently,
 
even with substantial government borrowing, interest rates
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have remained at low levels ranging from 4-1/2% for 
 3

"month bills to'10-1/4% for commercial mortgages.
 
The average yield on local stocks was 10-12% while
 government stock yield ranged from 4.05% 
on one
 
year certificates to 9.75% on 30-year certificates.
 
Given the underlying inflation rate of 8-10%, almost
 
all of these returns were negative in real terms.
 

While the recession is over, and the economy
 
is recovering, primarily due to a revitalized foreign
 
sector and heavy government expenditures, private
 
investment is still lagging. Consequently, the
 
government should be able to borrow from the private
 
sector on the order of $420 to $450 million during
 
the present fiscal year, without exerting any
 
inflationary pressure. This would finance about
 
60% of the 1980/81 deficit. Probably another $150 million
 
can be financed through a variety of means including
 
greater tax collection ($30 million), underspending
 
($30 million), loans from building societies to finance
 
housing construction ($30 million), disinvestment bonds
 
($30 million), and miscellaneous ravenues ($30 million).

This leaves another $170 million to be financed from
 
external sources of which approximately $45 million is
 
budgeted to come from aid flows.
 

The government's reconstruction and
 
refugee program is financed out of a separate fund
 
which does not appear in budget estimates. Total
 
spending in these accounts amounted to $45 million for
 
refugees, and $75 million for reconstruction. Approximatalv
 
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 increasing the
 
budgetary deficit by a further $106 million.
 

For fiscal year 1981/82, the Government will
 
be facing a somewhat larger deficit of $900 million.
 
With the expected resurgence in private investment,
 
government borrowing from the domestic economy will
 
probably be limited to some $450 million. This implies

the need for external financing of a like amount to
 
keep inflationary pressures in reasonable check. The GOZ
 
expects to sign a further standby agreement with the
 
I.M.F. for 90 million SDRs. If aid inflows are anything

close to what is projected, the GOZ should be able to
 
finance its deficit without recourse to large levels
 
of commercial borrowing. Much depends on whether such
 
assistance will be tied to increased levels of
 
government programs or whether it can be used to substitute
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':for.allocations already programmed.
 

There are some indications that the government
 
budget problem, which seemed so unmanageable several months
 
ago, is now coming increasingly under control. Decisions
 
taken for FY 81/82 will have profound implications for
 
future years. If the GOZ can control both its defense
 
budget and its subsidy program, as well as moderately
 
reduce the rate of expansion of social services, the
 
budgetary gap is likely to be a less important constraint
 
than the balance of payments problem.
 

C. CONCLUSIONS
 

1. Future Prospects
 

The problems facing Zimbabwe must be viewed
 
fiom two perspectives - one looking over the near term (one
 
to three years), and the other over a longer horizon (ten
 
to twenty years). In the near term the government of
 
Zimbabwe must instill a feeling of confidence in two
 
separate constituencies:"the commercial and business
 
community, both domestic and foreign; and the African
 
majority, both peasants and wage-earners.
 

The long-term problem, restructuring the
 
economy so as to provide growth with equity, can be dealt
 
with if a firm base is provided, both politically and
 
economically over the next few years. Zimbabwe can become
 
a regional economic growth pole for all of Southern Africa
 
if transport constraints are overcome and if the economy is
 
managed correctly. If the near-term problems are overcome
 
the future should see substantial private capital inflows
 
which will generate employment and provide savings for
 
rural development. But the critical period is the next
 
two years.
 

The business community must be given a clear set
 
of guidelines: labor relations, the degree of government
 
intervention in the economy, guidelines for the role of
 
foreign investment, tax policies, etc. It must also have
 
confidence that the government can handle the short-term
 
problems that face it and lay the groundwork for sustained
 
growth. The African majority must see the development of
 
greater equity, of a larger share in the fruits of growth.
 
The rovernment's task is to balance these often conflicting
 
goals.
 

In the near-term several problems loom large.
 
Growth in 1980 has been demand led, largely due to increased
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private consumption and government expenditures. So far
 
the economy has been able to supply the goods demanded, because
 
the economy had substantial excess capacity. However,
 
three supply constraints are likely to become increasingly
 
binding in the near-term - capital goods, skilled labor
 
and imports. Demand is likely to continue at high levels
 
despite govern it attempts to check its spending, as the
 
private economy begins to increase investment expenditures..
 
The,.critical question is whether supply can keep up with
 
demand.
 

The skilled labor constraint is being dealt
 
with through a number of activities, including several USAID
 
initiatives. Private investment is likely to be sufficiently
 
bouyant to expand productive capacity if imports can be
 
increased. Import levels, in turn, are directly
 
dependent on the level of exports, the terms of trade, and
 
the size of capital inflows. The terms of trade outlook
 
is not particularly sanguine, although there is some hope
 
for a rise in gold prices. At the present time export levels
 
are clearly limited by transport difficulties, both to the
 
coast and north to Zambia, Malawi, Zaire and beyond. While
 
there is some room for increased commercial borrowing, the
 
expected high level of capital inflows due to Zimcord is not
 
likely to materialize until late in the planding horizon,
 
and even then, may be so tied to development projects as to
 
be ineffective in raising the availability of foreign exchange
 
to the modern economy.
 

At the same time African aspirations for a
 
greater share of national income must be met in the near
 
term, or the political situation could become increasingly
 
unstable. The critical time for Zimbabwe, both economically
 
and politically is the near term.
 

2. AID's Response
 

The Zimbabwe CDSS described the following
 
strategies for aiding Zimbabwe in achieving its national goals:
 

(1) 	providing substantial, flexible, and
 
immediate assistance so as to help Zimbabwe
 
overcome its macroeconomic problems.
 

(2) 	to provide assistance to directly raise
 
the incomes of the poor through increased
 
agricultural productivity, increased
 
employment, and increased provision of
 
social services.
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(2) 	direct assistance to alleviating transport
 
and manpower constraints,
 

Projects in the USAID portfolio deal directly with
 
many of these concerns. The current project has a twofold
 
objective-the provision of fast-disbursing foreign
 
ezchange that can be used to import critical capital
 
goods for the private sector, and the programming of
 
local currencies for training, development of the TTL's
 
and better services delivery. Thus, we can contribute
 
to both growth and equity.
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D. IMPORT MARKET ANALYSIS
 

1. Composition of Import Market
 

While the Public Sector forms a considerable part of the
 
market for imported commodities and is likely to increase its
 
share of imports in the future to facilitate the projected
 
growth in government services, the Private Sector, composed of
 
comercial agricultural, mining, manufacturing and civil engi
neering/construction and materials, are the greatest users of
 
imported equipment and materials. Import levels relate directly
 
to the amounts of foreign exchange allocated to ea'.h sector and
 
current allocations of foreign exchange (totalling approximately
 
$1.35 billion for 1981) are split roughly as follows:
 

One-quarter each for industry and tradeIcommerce, with the
 
remaining one-half divided among all other sectors (public and
 
private).
 

There are a considerable number of U.S. companies already
 
represented in Zimbabwe, including numerous capital equipment
 
suppliers, with others soon expected to establish local repre
sentation. It is quite possible that the proposed CIP (and
 
similar programs in the future) will provide additional induce
ment to companies contemplating such a move.
 

2. U.S. Trade Statistics.
 

The trade statistics for U.S. imports are not reliable for the
 
years before mid-1980. Many items were not properly recorded
 
or were listed as being of South African origin to circumvent
 
sanctions. Beginning in August 1980, accurate figures are avail
able (see annex C) and U.S. imports for August-December amounted
 
to approximately U.S. $44.5 million.
 

Imports climbed in the first quarter of 1981, to Z$21.9 million,
 
or U.S.$32.8 million. Extrapolating that figure through 1981
 
would result in annualized imports of over $130 million, putting
 
U.S. imports almost on par with U.K. imports, or third largest
 
overall.
 

Disaggregating first quarter figures, the major portion of
 
imports was in the category of machinery and spare parts (59 per
 
cent) and industrial chemicals and fertilizers (20 per cent).
 
Even excluding commercial aircraft purchases, imports of machinery
 
and spare parts still amounted to $10.2 million/quarter, or
 
$40.8 on an annualized basis.
 



34 Absorbtive Capacity 

From all indications, including discussions with public
 
and private sector representatives, there are no doubts con
cerning Zimbabwean requirements and capacity to absorb at least
 
five times the amount of the proposed progrum in the form of 
selected U.S. imports. In addition to the demand expressed in 
the figures mentioned above, there is also a very substantial
 
backlog of applications for foreign exchange. These exceed
 
current allocations by a factor of three. This is largely due
 
to the circumstances of the past decade. As a result of the 
war and economic sanctions the need arose to develop a more self
reliant economy, with the consequence that a rather sophisticated
 
and diversified manufacturing sector evolved. While this enabled
 
much of the modern economy to make-do for several years, it only
 
delayed the longer term effects on plant and equipment. For
 
example, the 1978 foreign allocation for industrial users averaged
 
only 55 percent of its 1974 levels. Capital goods replacements
 
were reduced to such an extent that many companies experienced
 
difficulties in maintaining production levels or expanding pro
duct ranges to meet demand. Other manufactures found it impossible
 
to adopt new production processes or to keep up with changing
 
techniques. In the construction industry, for example, the average
 
age of heavy equipment is said to be 12 years. There are construc
tion contractors who are requesting foreign exchange to replace
 
their entire fleets of equipment. Given this situation of 
pent-up demand and the opportunities it presents for a significant
 
response by the U.S. the PAAD team highly recommends the proposed
 
CIP approach.
 

IV. PROGRAM DESCRIPTION 

A. Commodity Procurement
 

The proposed CIP will respond to the requirements of the
 
Zimbabwean commercial sector for foreign exchange to increase 
imports of capital goods and manufactures, particularly for
 
replacement of old and outdated capital equipment in the transport, 
civil engineering and manufacturing sectors. The PAAD team 
foresees that most of these commodities will be imported by commer
cial dealers and representatives for resale. The bulk of the
 
commodities will be made available for private sector use, although 
a small but unspecified amount would be available for public sector 
procurement from commercial sources. Public sector participation
 
in this program will be limited to government entities that have
 
counterpart local currencies available for deposit in the special
 
account at the time the foreign exchange allocation ismade. The
 
rationale for this is to maximize the local currency generations 
that will become available to support government programs, as 
explained in the following section. 



-28 -

The reason for directing most of the foreign exchange towards
 
the private sector is the GOZ recognition that the bulk of the
 
resources promised at ZIMCORD will be channelled for public sector
 
use, leaving comparatively little for the private sector. Given
 
that stimulation of the private sector is a key element in the GOZ
 
strategy for promoting greater equity, by means of expanding pro
duction, increasing exports and creating additional employment,
 
the proposed CIP is fully consonant with GOZ goals and objectives.
 

Furthermore, the enormous national rebuilding, reconstruction
 
and development tasks that face Zimbabwe are dependent in large
 
measure upon the active participation of the private sector. For
 
example, even though almost all of the reconstruction and develop
ment of rural infrastructure (roads, schools, water supplies, etc.)
 
will be done under various GOZ ministry auspices, much of the
 
actual work itself will be contracted out to private construction
 
firms.* The ability of those firms to carry out their tasks will
 
depend to a large degree upon an injection of foreign exchange to
 
permit procurement of additional new plant and equipment. Much of
 
the existing machinery and equipment is 10 years old or older and
 
replacement is urgently required. This program will respond to that
 
need.
 

Regarding the concept of additionality, it is understood,
 
based on discussions with the GOZ, that the GOZ will use its best
 
efforts to assure that an amount equal to 50 percent of the CIP, or
 
$2F million, will be made available to the commercial sector in
 
addition to the amount that would have been made available absent
 
this grant.
 

Discussions with the Ministry of Trade and Commerce, Treasury,
 
Ministry of Economic Planning and Development and the Associated
 
Chambers of Commerce of Zimbabwe have enabled the PAAD team to draw
 
up a tentative list of U.S. commodities for which commercial demand
 
exists. These commodities also meet several informal criteria as
 
discussed with the GOZ, namely, emphasis on the export subsector,
 
emphasis on employment generation, where possible, and exclusion of
 
consumer goods.
 

The commodity list includes but is not limited to the following
 
items (see Section V.B.): earthmoving and road building equipment;
 
forklift trucks/cranes; transport equipment (principally heavy
 
duty trucks); machine tools; industrial machinery; mining equipment;
 
business and accounting machines; mini and micro-computers; farm
 
tractors/combines; pumps; well drilling equipment; electronic switch
ing gear; industrial chemicals and resins; iron and steel plates/
 
sheets. Both original equipment and spare parts will be eligible.
 

The procurement of commodities under this program will utilize
 
the existing Government mechanism for foreign exchange allocation
 
and licensing established within the Ministry of Trade and Commerce.
 

*"It is expected that the private sector will devote a significant
 
level of investment to the rural sector to take advantage of opportunities
 
from the Government's integrated rural programmes," p. 18 ZIMCORD
 
Conference Documentation.
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B. Use of Lodal Currency Generations 

1. GOZ Local Currency Requirements 

During the preparatory phase of this document, numerous 
discussions were held with Economic Planning and Development, 
the coordinating GOZ ministry for all ZIMCORD related assistance. 
Thene talks highlighted the overall short-term financial require
ments of the Government, which do not differ significantly from 
those identified in the ZIMCORD document, even though delays have 
been experienced in the start-up of some activities identified for
 
1980/81 funding. Capital requirements for public sector programs
 
which could be undertaken during the current GOZ fiscal year

(1 July 1981 to 30 June 1982) amount to over Z$204 million (US$294

million). These programs are in the areas of refugee assistance,
 
reconstruction and land settlement and ruraljagricultural development.

Even if activities under these programs are not all implemented on
 
schedule, the damand for external financial resources Is still
 
formidable and exceeds the available funding from all interested
 
donors.
 

Before discussing the local currency counterpart fund mechanism
 
and reviewing an illustrative list of program activities which local
 
currency generations may support, one major point is worth noting.
 
Thus far, the principal mode of AID assistance has taken the form
 
of program grants. These have had a disproportionately beneficial
 
impact by making local currency proceeds available to GOZ operating
 
ministries both rapidly and in a very flexible fashion. The decisive
 
factors in the policy decision on the most appropriate assistance
 
mode for Zimbabwe were first, the acknowledged ability of the Zimbabwe
 
Government to move funds quickly and well, ana second, the desire of
 
the USG to be as responsive as possible to the newly independent

Government. As discussed previously, measured by any objective 
criteria, AID assistance has been successful.
 

The same underlying factors hold true for the proposed CIP. The
 
GOZ continues to demonstrate an ability to move funds rapidly and
 
into activities that are consonant with national goals and priorities.
 
Also, evidence of the U.S. commitment to this country was underscored
 
at the March, 1981 ZIMCORD pledging session. These factors, together
 
with the mature relationship that characterizes U.S. GOZ dealings,
 
argue strongly for a continued measure of flexibility in the way AID
 
funds are programmed and monitored here. The joint programming of
 
local currency generations under this program would accomplish that
 
Missiou obj ective. 
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2. Areas of Concentration for Counterpart Fund Use 

identified programIn consultation with EPD, the PAAD team 

activities whose financial requirements exceed $24 million for
 

1981/82 and which are also compatible with mutual GOZ and USG
 

objectives. These activities fall within sectors of interest
 

to AID - education, health, agriculture and smallscale enterprise.
 

Within these broad sectors, high priority program activities have
 

been identified for possible assistance, including but not limited
 

to: reconstructionleducation facilities; secondary schools construc

tion; rural roads construction; regional trunk roads construction?
 

rehabilitation; grain storage facilities; water supplies; small

scale industrylenterprise assistance; physically handicapped faci

lities; pilot livestock and irrigation programs.
 

There may be additonal (or substitute) activities which EPD also
 

considers to be of high priority; EPD will maintain a dialogua with
 

the responsible ministries to determine the most appropriate nix.
 

of activities to be submitted for financing from the $49.5 laillion
 
a list of proposed uses will
counterpart fund. GOZ submission of 


be sought prior to first disbursement.
 

It is further anticipated that at least some of the local
 
activities
currency generations will be used to support program 


that are not only of ptiority interest to the GOZ but that also
 

have regional significance and represent a GOZ response to Southern 

Africa Development and Coordination Conference (SADCC) initiatives. 
nor PAAD team have reservations concerningNeither the Mission the 

such proposed u e , thaid-d---t th prcr.. " - hn the 

previously mentioned sectors of interest to AID and received prior
 

USAID/Zimbabwe concurrence.
 

The conceLisus reached between TISAID/Zimbahwe and the GOZ is
 

that the focus of AID assistance will be in the areas of construc

tion, reconstruction, domestic training, materials and equipment
 

for facilities and related supporting development activities as the
 

most appropriate way to address critical sector contraints.
 

The above activities not only address key equity and development
 

constraints which the PAAD team believe are of cfitical importance,
 

but they are also the same activities to which the GOZ gives highest
 

priority. There are additional advantages.
 



- 31 -

We believe these activities cEn be implemented in relatively
 
short order and that funds for these activities will be quickly
 
disbursed. The activities -- most of which should principally
 
affect the TTLs -- have "high visibility" in the sense that
 
Zimbabweans will perceive that the GOZ is taking concrete action
 
to address the queition of equity -- and will thereby contribute
 
to the maintenance of political stability. Finally, in support
 
of AID's longer term development strategy in Zimbabwe, the sectoral
 
studies which the Mission discussed in its CDSS and which it plans to
 
undertake are expected to shed additional light on key constraints
 
in these areas. This will enable the GOZ to 'fine focus' its
 
own actions and remedies, using both U.S. and other donor financial
 
assistance.
 

Discussions with the Ministry of Economic Planning and Develop
ment indicate that the potential demand for CIP funds may be larger
 
than the $50 million proposed. Any decision to request an
 
expansion of the program, however, would await the initial reactions
 
to this CIP.
 

3. AID Counterpart Fund Use
 

As may have been noted above, the Zimbabwe dollar equivalent
 
of $500,000 (or one percent of the grant) will be withheld from
 
the funds available for reprogramming. These funds will be set
 
aside in a separate special account maintained for use by USAID/
 
Zimbabwe for anticipated local currency expenditures, e.g. purchase
 
of housing, regional promotion of Zimbabwe products/services.
 

V. PROGRAM IMPLEMENTATION
 

A. Implementation Responsibilities
 

1. Government of Zimbabwe
 

Although the Grant Agreement will be signed by the Ministry
 
of Economic Planning and Development, in accordance with GOZ pro
cedures concerning donor grants, primary responsibility for
 
implementation of the U.S. dollar aspects of the program, including
 
reporting requirements, will rest with the Ministry of Finance
 
will delegate the responsibility for allocating the foreign exchange
 
made available by the grant to the Ministry of Trade and Commerce.
 
The Ministry of Trade and Commerce, in turn, has dual responsibilites
 
first, to allocate quarterly all foreign exchange among both public
 
and private sector applicants,* and second, to allocate again that
 
portion of the foreign exdhange made available for commerce and
 
trade among the individual applicants, ie businesses.
 

Once individual allocations are made, commercial representa
tives participating in this program will deposit the Zimbabwe dollar
 
equivalent of the foreign exchange they have been allocated into a
 
special account in accordance with a schedule to be agreed upon.
 

*This will entail consultation with EPD under this Program.
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The special account will be established in the Reserve Bank of
 

Zimbabwe in favor of Treasury. The funds in this account will
 

be monitored by Treasury but responsibility for programming
 
them will rest with EPD, with the concurrence authority of
 

USAID/Zimbabwe. A similar procedute is already in practice for
 

the World Bank loan/credit and for the existing AID program grants,
 

and no special problems in implementation are anticipated.
 

2. A.I.D.
 

USAID/Zimbabwe will have primary responsibility for the aiminis

tration of the Grant, with regular assistance being provided by the
 

REDSO/EA Supply Management Officer, including special attention
 

during the early implementation stage. The REDSO/EA Regional Legal
 

Advisor will provide guidance and assistance to the USAID in the
 

drafting and negotiation of a CIP Grant Agreement.
 

B. Applicable A.I.D. Regulations and Procedures
 

1'. A.I.D. Regulation 1
 

A.I.D.'s standard financing procedures, applying the A.I.D.
 

Regulation 1 in its entirety, will be applicable to all foreign
 

exchange transactions under the grant. After having reviewed the
 

GOZ's foreign exchange allocation and impott licensing procedures,
 
it isnot expected that these A.I.D. procedures will place an undue
 
burden on the system.
 

2. Eligible Commolities and Related Services
 

While all items iisted as eligible in the A.I.D.Commodit#y
 
Eligibility Listing - 1981 Edition wiii be eligible for financing
 
under the Grant, it is anticipated that the initial Commodity Procure
ment Instruction will limit eligible items to those included in
 
Schedule 4 (Chemicals and Related Products) and Schedule 6 (Metals
 
and Metal Products, Machinery and Transportation Equipment) of the
 
Eligibility Listing. Foreign exchange costs for transportation
 

marine insurance and banking charges on lctters of credit will, of
 

course, be eligible for financing. Preliminary discussions have
 

inland transportindicated that the GOZ may wish to cover the cost of 


ation from the ocean ports of discharge to Zimbabwe with their own
 

resources.
 

3. Authorized Source of Procurement
 

In accordance with the policy set forth in the A.I.D Handbook
 
1, Supplement B, for Economic Support Fund Grants, the authorized
 
source of procurement for commodities and services will be the A.I.D.
 
Geographic Code 000 (U.S. only).
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4. Value of Transactions
 

The minimum value of transactions under the Grant will be
 

set at $10,000,Ahowever, for purposes of efficiency in manage

ment and disbursement, the GOZ will be encouraged, to the extent
 

practicable, to use a $100,000 minimum for foreign exchange
 
Should there be any serious difficulty in holding
allocations. 


to these amounts, they will be subject to negotiation. It is
 

proposed that prior USAID concurrence be required for individual
 

transactions greater than 20 percent of the grant.
 

5. Methods of Financing
 

Since it is planned that all funds under the grant will be
 

allocated to private sector importers, the A.I.D. bank letter of
 

comitment/letter of credit method of financing will be used.
 

In the event an allocation ismade to a public sector entity.
 

the direct letter of commitment method of financing will be used.
 

6. Disbursement Period
 

Although there is tremendous, pent-up demand for foreign
 

exchange in Zimbabwe, it is felt that since this is AID's first
 

commodity import program in Zimbabwe, the GOZ should be given 18
 

months from the date of signing the agreement to complete disburse

ment of the Grant. Additionally, the GOZ should be allowed up
 

to 12 months after signing the agreement to request disbursing
 

authorizations.
 

C. Government of Zimbabwe Import Procedures
 

Import controls were introduced by the Government in 1965 for the
 

purpose of preserving the country's balance of payments position and
 

insuring that the limited foreign exchange available was utilized
 

in the best interests of the country. The 'inistry of Trade and
 

Commerce is charged with the responsibility of allocating foreign
 

exchange and issuing import licenses. Both functions are carried out
 

in accordance with established procedures, which have been reviewed
 

by REDSOJEA personnel and determined to be fair and equitable.
 

Accordingly, the funds made available by the Grant will be integrated
 

into the normal allocations and licensing procedures.
 

I/ In the event smaller transactions are requested, down to 
AID's
 

statutory limit of $5,000, AID will consider a grouping 
of such
 

small transactions or the waiver of the $10,000 project 
limitation
 

if the case in question warrants.
 



D. Port Clearange and Inland Transportation
 

Status of Ports used by Zimbabwe Importers
 

Zimbabwe importers are currently using the ports of Beira
and Maputo in Mozambique and Durban and Port Elizabeth in South

Africa. 
With regard to the ports in Mozambique, they are being
used at considerably less than capacity due to requirements for

equipmeut and technical personnel. Although the ports in
Mozambique are closer to Zimbabwe, the larger percentage of
imports are currently being moved through the South African ports.
Cargo arriving at these ports are discharged efficiently and

quickly by the vessel; however, the principal problem in using
these ports is transportation to Zimbabwe. 
From either port it
 can take as 
long as two months for cargo to be transported to
Zimbabwe after off-loading in South Africa. 
The primary problem

in moving cargo from the ports in Mozambique to Zimbabwe is the
shortages of locomotives. 
 However, by the time the c-nodities
being financed under the CIP commence arriving, it is likely that
this problem will be lessened to a certain extent by the delivery
of 25 General Motors locomotives, which are scheduled to start
arriving in October of this year. 
Also, the World Bank is involved
in
a project which will, inter alia, provide approximately 200
technicians from India to work with the railways and port authorities.
 

E. Commodity Arrival and Disposition
 

The Ministry of Trade and Commerce has an established system
for monitoring the arrival of goods in countx7 for which import
licenses are issued. 
When clearing their goods the importers

must present their import license to the customs officials, who
note on the license that the goods have been received. The importer
then sends a photocopy of the license to the Ministry of Trade and
Commerce. 
The Ministry has an Investigative Branch to follow up on
 
any irregulaties.
 

It is anticipated that the importers of the AID-financed goods
will promptly clear the items from customs, satisfying AID's

standard requirements, and sell or utilize the goods within one
 
year after they arrive in Zimbabwe.
 

F. Implementation Schedule
 

The following implementation schedule assumes that the Grant

will have been authorized by mid-November.
 

Grant Agreement signed L..
ate..January! 1982CPs Satisfied M........
id-February 1982 
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Implementation Path
 

Ministry of Trade and Commerce
 
makes forex allocation
 
to individual importers
 

Importer makes initial payment
 
of Z$ cost of
 

imports to Local Bank once
 
Letter of Credit is established
 

Local Bank transfer Z$
 
to Special Account in
 

Reserve Bank
 

:Local Banks transfers balance
 
of Z$ to Special Account
 

in Reserve Bank
 

Special Account funds are
 
made available to Ministry
 
of Economic Planning and Dev.
 
for programming and allocation
 

Funds used to support
 

Reconstruction and Development
 
activities
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Bank L/Com(s) issued by AID .............. February 1982 
Initial foreign exchange allocation 
to private sector importers ............ March 1982 

Importers commence placing orders ........ Early April 1982 
Importers commence establishing
letters of credit ....................... Early Avril 1982._ 

First shipments from U.S ............... Ear July1 
Imports commence arriving in Zimbabwe..... Late August 1982 
Terminal date for requesting 
disbursing authorizations . ...... December.1982 
Final shipments from U.S. ............... May 1983 
Grant is fully disbursed ................. June 1983 
Local currency generations fully
disbursed ........................... . December 1983 

Go Program Monitoring
 

AID will monitor the progress of both elements of the program
 
- drawdowns on the CIP and progress on the use of local currency 
generations - through financial reports containing the following 
information, as will be more specifically described in an Implementa
tion Letter: 

1. CIP:
 
a. monthly report on letters of credit opened;
 
b. monthly report on disbursements. 

2. Local Currency Generations:
 

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

b. 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
 

c. a general description of activities, goods, services,
 
structures andjor facilities, etc., financed during the
 
quarter.
 

AID will, of course, retain the right to audit and inspect
 
activities financed under the CIP.
 

v.4 )THER CONSIDERATIONS
 

A. Impact on U.S. Balance of Payments
 

The short-run impact of this program on the U.S. balance of
 
payments position will be minimal and will aepend on the types of
 
comnodities imported.
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In the longrun, U.S. exporters are likely to establish or, in some
 
cases, re-establish market positions in Zimbabwe. Competition will
 
come from traditional suppliers in the R.S.A., U.K. and West Germany
 
and more recent initiatives from suppliers in Japan. Utilization of
 
the grant for imports by U.S. firms already operating in Zimbabwe
 
could result in some minor subutitution for commercial U.S. exports,
 
but any substitution should be minimal given the tight foreign exchange
 
situation. Imports by agents of U.S. firms will enable them to maintain
 
or expand the market position of U.S. equipment suppliers. Additionally,
 
U.S. equipment purchased under the loan will result in follow-up orders
 
for U.S. spare parts. In sum, the overall impact of the program will be
 
clearly favorable.
 

B. Use of U.S. Government Excess Property
 

Given the nature of the items the Zimbabweans are interested in
 
purchasing, it is unlikely that U.S. government excess property would be
appropriate for finaicing under this program. However, A.I.D. will review .
 
the possibilities for financing such items where appropriate.
 

C. Relation to Export-Import Bank Credits
 

The EXIM Bank has recently concluded two agreements, totalling
 
approximately $35 million, to finance mining equipment for the Wankie
 
Colliery and to guarantee a private bank line of credit. Possible EXIM
 
Bank financing may also be requested for the future procurement of
 
additional locomotives.
 

The EXIM Bank has not expressed any objections to the proposed AID
 
grant. However, AID will coordinate closely with EXIM Bank and the
 
American. Embassy/Salisbury to assure that the AID grant does not
 
finance items which the EXIM has already agreed to finance, or to
 
coordinate actions in those instances where it may be appropriate.
 

D. Relation to OPIC Program
 

Although prelimiary negotiatious have taken place, there is currently
 
no OPIC country agreement in force in Zimbabwe.
 

E. Environmental Statement
 

The assistance herein provided is in the form of a Commodity
 
Import Program Grant under which AID will not have, prior to approval,
 
knowledge of the specific commodities to be financed. Additionally,
 
the objective in furnishing this CIP assistance requires neither AID's
 
knowledge, at the time of authorizatiin, nor its control, during implementa
tion, of the commodities or their use in the host country. Accordingly, the
 
Kssion Director and design team have determined that this project is
 
categorically excluded from the requirement for an Initial Environmental
 
Examination, EA or EIS, in accordance with section2l6.2(c)(2)(ix) of AID
 
Regulation 16.
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VII. NEGOTIATING STATUS AND COVENANTS 

The PAAD team has held numerous discussions with interested
 
ministries and organizations and all substantive issues have
 
been resolved.
 

One area of discussion involved public sector participation 
in the program. For reasons elaborated upon earlier, the PAAD 
team, the Mission and the Embassy all believe that the thrust of 
the program should continue to be directed at the private sector. 
However, so as not to preclude procurement by the public sector 
through commercial channels of select, priority commodities, a 
small but unspecified amount of public sector procurement will be 
permitted. Conceptually, this has been agreed to by the Government,
 
although a ceiling or similar limitation remains to be negotiated.
 
Given the magnitude of ZIMCORD pledges to the public sector, the
 
PAAD team recommends a ceiling of 20 percent, or $10 million, for 
such public sector procurement.
 

The AID experience under the FY 80 and FY 81 program grants has
 
demonstrated that the GOZ readily grasps AID prodcedures and has
 
utilized those funds satisfactorily. Given that -many of the same
 
features are included in the proposed CIP, no unusual problems of
 
implementation are anticipated.
 

The Grant Agreement is being prepared by the REDSQ7EA RLA. 
The PAAD team foresees no difficulty in negotiating and signing 
this $50 million proposal by mid-November, assuming advice of 
authorizatinn is received in a timely fashion, or in late FY 81, 
if such funds become available. 
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ACTION AID-75
 

ACTION OFFICE AFSA-03
 
INFO 	AAAF-B1 AFEA-03 AFR-06 PPCE-0I POPR-I1 PPPB-03 GC-I1 

GCAF-91 GCFL-01 FM-02 C-I1 CALI-02 CPP-91 CPS-02 CT-I1 
AFOA-01 TRSY-95 RELO-BI IMAST-0l AFPHI1 /039 A4 82 

INFO 	 OCT-00 INR-10 AF-1O E1-I1 L.-3 AAD-81 /967 V
 

243133 011303Z /38
 
R 919$45Z DEC 81
 
'FM AMEMBASSY SALISBURY
 
TO SECSTATE VASHDC 4533
 
INFO AMENBAS&Y NAIROBI
 

LIMITED OFFICIAL bl( SECTIV I OF4 SALISBURY 6023
 

.AIDAC
 

NAIROBI FOR REOSO
 

:E.O, L2165: N/A
 

SUUJz 	FY 1932 COMMODITY IMPORT PROGRAM
 

1. Ol)ON NOV. 18 USAID/SALISBURY RECEIVED FORMAL GOZ REQUEST
 
IFROM MINISTRY OF ECONOMIC PLANNING AND DEVELOPMENT PERMSEC
 
NSWAKA) TO PROCEED WITH A DOLS 50 MILLION COMODITY IMPORT
 
PROGRAM FOR FY 1912. THE TEXT OF THE GOVERNIMENT'S REQUEST IS-

AS FOLLOWS:
 
dEGIN QUOTE
 
COMMODITY IMPORT PROGRAMME
 
ON BEHALF OF THE GOVERIIMENT OF ZIMBABWE, IWOULD LIKE TO CONVEY
 
OUR AGREEMENT THAT THE SIZE OF THE COMMODITY IMPORT PROGRAMME
 
FOR THE PERIOD 1981/82 BE USDOL 50 MILlION INSTEAD OF OUR
 
-ORIGINAL SUGGESTION OF USDOLS20 MILLION.
 
ITISTHE INTENTION OF THE GOVERNMEENT OF ZIMBABWE TO UTILIZE
 
THE FOREIGN EXCHAIRGE
AVAILABLE ESSENTIALLY TO MEET FOREIGN
 
EXCHANGE REQUIREMEINTS OF THEPRIVATE SECTOR WHERE THE DEMANDS
 
ARE SUCH THAT ITISNOT POSSIBLE TO SATISFY THEM WITHOUT SUCH
 
FACILITY. SUBSTANTIAL DISCUSSIONS HAVE TAKEN PLACE INGOVERN-

RENT WHERE ITHAS NOW GENERALLY BEEN AGREED THAT THE APPLI-

CATION OFTHESE RESOURCES SHOULD BE CONFINED TO THREE MAIN
 
AREAS:
 
(1)NEW INDUSTRIAL PROJECT
 
t2)REPLACEMENT OF MACHINERY AND EQUIPMENT
 
(3)ESSENTIAL INDUSTRIAL INPUTS
 
IN-ALL OF THE THREE AREAS THE AIM ISTO MEET THE NEEDS OF THE
 
PRLVATE SECTOR WHILE NOT EXCLUDING THOSE OF THE PUBLIC SECTOR.
 
THE MECHANISM OF OPERATIONS AS DESCRIBED INTHE DOCUMENT DRAFT 
'ZIMBABWE - CIP" WHICH YOU TRANSMITTED TO THIS MINISTRY, ARE 
ACCEPTABLE AS BASIS FOR FURTHER DISCUSSIONS LEADING TO A FINA-
LISATION OF HOW THE MECHANISM ISTO WORK. HOWEVER, THE ISSUES 
WHICH WE ARE PARTICULARLY INTERESTED TO DISCUSS RELATE TO THE
 
AMOUNT OF THE DEPOSIT BY THE IMPORTER AS WELL AS THE SIZE OF
 
THE MINIMUM TRANSACTION. ITISMY SUGGESTION THAT WE BE ABLE
 
TO MEET AS SOON AS POSSIBLE AND THAT THIS MEETING SHOULD INVOLVE
 
IKE FOLLOWING MINISTRIES:
 
INDUSTRY AND ENERSY nEVELOPMENT
 
TRADE AND COMMERCE
 
TREASURY
 
ECOPOMIC PLANNING AND DEVELOPMENT
 
I SUGGEST THAT WE BEABLE TO rEET DURING THE WEEK BEGINNING"
 
23RD NOVEMBER, 1981. I AM COPYING THIS LETTER TO THE MINI-

STRIES NAMED ABOVE FOR THEIR INFORMATION AND TO ALERT THEN
 
OF THE SUGGESTED MEETING.
 
END QUOTE.


UliCLA$SFIED
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3A(2) - NONPIKOJECT ASSISTANCE CIICCKLIST 

The criteria listed inPart A are applicable yenerally to FAA ruiids, and sluuld be u-,edIrrespective lof the 	program's funding source. 
 InPart U a dist.tLtiun is iade betwee, thecriteria applicable to Security Supportint Assistance and tile
(ritel-ld dppl Idble to Ueveluljent r
Assistance. Selection of the appropriate criteria wilI depend onl the tunding source fur 	 the prugra., 

CROSS-REFERENCES: 	 ISCOUNTRY CHECKLIST UP TO DATE? 

REVIEWED?
 

A. 	GENERAL CRITERIA FOR NONPROJECT ASSISTANCE
 

I. App. Unnumbered;FAA Sec 653(b) 


(a)Describe how Committees on Appropria-

tions of Senate and House have been or
 
will be notified concerning the nonproject
 
assistance;
 

(b) Is assistance within (Operational

Year Budget) country or International 

organization allocation reported to the
 
Congress (or not more than $1million
 
over that figure plus 10%)?
 

2. 	FAA Sec. 611(a)(2). Iffurther legis
lative action Isrequired within recipient 

country, what Is basis for reasonable
 
expectation that such action will be
 
completed In time to permit orderly

accomplishment of purpose of the
 
assistance?
 

3. 	FAA Sec. 209, 619. Isassistance more 
efficiently and effectively given through 

regional or multilateral organizations?

If so why Isassistance not so given?

Information and conclusion whether assist
ance will encourage regional development
 
programs. Ifassistance is for newly
 
Independent country, is it furnished
 
through multilateral organizations or In 
accordance with multilateral plans to 
the maximum extent appropriate? 

4. 	FAA Sec. 601(a); (and Sec. 201(f) for 

development loans). Information and

conclusions whether assistance will 
encourage efforts of the country to: 
(a) 	 Increase the flow of international 
trade; (b)foster private Initiative 
and competition; (c)encourage develop
ment and use of cooperatives, credit 
unions, and savings and loan asdociations;
(d discourage monopolistic practices; 

P improve-technical efficiency of

industry, agriculture.and comerce; and 

(f) strengthen free labor unions, 


IDENTIFY. HAS STANDARD ITEM CHECKLIST BEEN 

congressional 	notification on proposed FY 81 
assistance program has been submitted to Congress.
 

Yes.
 

N/A. NO legislation required
 

No
 

Grant or rX and proposed uses LC under this program
 

will finance key industrial inputs, assist rural
 
itfrastructure reconstruct4on and assist education

and agriculture sectors. Program cleaely will:
 
increase flow of international trade, foster private
 

initiative and competition in Zimbabwe's private sect,
 
-oriented ecomony, encourake cooperatives and credit
institutions, 	and improve tech~ical efficiency in all
 

assisted sectors. Impact on monopolistic practices

and labor unions not clear given general nature of
 
the CIP 
 but no adverse impacts are anticipated
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A. 

5. FAA Sec. 601(b). Infomatlon and con-
cluslon on how assistance will encourage 
U.S. private trade and investment abroad 
and encourage private U.S. participation 
in foreign assistance programs (including 
use of private trade channels and the 
services of U.S. private enterprise). 

6. FAA Sec. 612(b); Sec 636(h). Describe 
steps taken to assure that, to the 
maximum extent possible, the country is 
contributing local currencies to meet 
the cost of contractual and other services, 
and foreign currencies owned by the United
 
States are utilized to meet the cost of 
contractual and other services, 

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

8. FUNDING CRITERIA FOR NONPROJECT ASSISTANCE 

Supportn Assistance 

a. FAA Sec. 531. How will this assistance 
support promote economic or political

stability? Is the country among the 12 
countries in which Supporting Assistance 
may be provided in this fiscal year? 

2. Nonprojct Criteria for Development
 
Assi stance 


a. FAA Sec. 102(c); Sec. Ill; Sec. 281a.
 
Extent to which activity will (l)effec
tively involve the poor indevelopment, by
 
extending access to economy at local level,
 
Increasing labor-intensive 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 government
 
institutions?
 

b. FAA Sec. 103, 103A, 104, 105, 106, 
107. Isassistance being made available:
 
tIrclude only applicable paragraph -
e.g., a, b, etc. -- which corresponds 
to sources of funds used. Ifmore than
 
one fund source isused for assistance,
 
include relevant paragraph for each fund
 
source.]
 

I H 4 A 
AIOHANDOOK 4, App3A 

The CIP grant of FX will bolster economy generally 
and permit increased importation of U.S. goods and 
services and investment in a stronger, 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 in the grant agreement will require the 
country to utilize counterpart local currencies in mu
tually agreed upon reconstruction, training and sup

porting development activities, thus assuring that these 
resources will, to the maximum extent possible, be used 
to meet the cost of contractual and other 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 baloance of payment and bud

getary shortfalls, and the expectations of the rural, 
African majority, this program is essential to the 
country's economic and political stability. 

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

(2)'[104) for population planning or
 
health; if so, extent to which activity

extends low-cost, integrated delivery
 
systems to provide health and family

planning services, especially to rural
 
areas and poor; extent to which assist
ance gives attention to interrelation
ship between (A) population growth and
 
(B)development and overall improvement
 
in living standards in developing
 
countries. Isactivity designed to
 
build motivation for small faiilies in
 
programs such as education in and out
 
of school, maternal and child health
 
services, agriculture production.

rural development, and assistance to
 
urban poor?
 

(3)(105] for education, public administra
tion. or human resources development;
 
if so, extent to which activity
 
strengthens nonformal education, makes
 
formal education more relevant,
 
especially for rural families and
 
urban poor, or strengthens management

capability of institutions enabling

the poor to participate in 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 disaster;
 

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

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

(5) [107] by grants for coordinated pri
vate effort to develop and disseminate
 
intermediate technologies appropriate
 
for developing countries.
 



.2 

LAKNO. CIEVATE T.A.Ma iNO.
 

A(2)-4 November 2, 1977 46 AIDHANDBOOK 4, App
 

c. FAA Sec. 207; Sec. 113. Extent to
 
which assistance reflects appropriate
 
emphasis on: (1)encouraging development
 
of democratic, economic, political, and
 
social institutions; (2)self-help In
 
meeting the country's food needs; (3)
 
improving availability of trained
 
worker-power In the country; (4)programs
 
designed to meet the country's health
 
needs; (5)other important areas of
 
economic, political, and social develop
ment, including industry; free labor
 
unions, cooperatives, and Voluntary
 
Agencies; transportation and conminication;
 
planning and public administration; urban
 
development, and modernization of existing
 
laws; or (6) integrating women into the
 
recipient country's national economy.
 

d. 	FAA Sec. 281(b). Describe extent to
 
which program recognizes the particular
 
needs, dusires, and capacities of the
 
people of the country; utilizes the
 
country's intellectual resources to
 
encourage institutional development; and
 
supports civic education and training in
 
skills required for effective participa
tion in governmental and political
 
processes essential to self-government.
 

e. 	FAA Sec. 201(b)(2)-(4) and -(8);
 
Sec. 201(e); Sec. 211(a)(l)-(3) and -(8).
 
Does the activity give reasonable promise
 
of contributing to the development of
 
economic resources, or to the increase of
 
productive capacities and self-sustaining
 
economic growth; or of educational or
 
other institutions directed toward social
 
progress? Is it related to and consistent
 
with other development activities, and
 
will. It contribute to realizable long
range objectives?
 

f. 	FAA Sec. 201(b)(6); Sec. 211(a)(5),
 
(§6. Information 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. commodities and assistance
 
are furnished in a manner consistent with
 
improving or safeguarding the U.S.
 
balance-of-payments position.
 

3. 	Nonproject Criteria for Development N/A
 
Assistance (Loans only)
 

a. 	FAA Sec. 201ib)(1). Information and
 
conclu'slo i on availability of financing
 
from other free-world sources, including
 
private sources within the United States.
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b. 	FAA Sec. 2l1(b)(2); 201(d).

Information and conclusion on (1)capac
ity 	of the country to repay the loan,
including reasonableness of repayment

prospects, and (2)reasonableness and
 
legality (under laws of country and
United States) of lending and relending

terms of the loan.
 

c. FAA Sec. 201(je.. If loan is not made
 
pursuant toa multilateral plan, and the
amount of the loan exceeds $100,000, has
 
country submitted to AID an application

for such funds together with assurances
 
to indicate that funds will be used in
an
economically and technically sound manner?
 

d. 	FAA Sec. 
 Total amount of
 
money under loan which isgoing directly

to privati enterprise, is going to
 
intermediate credit institutions or other

borrowers far use by private enterprise,

is being used to finance imports from
 
private sources, or isotherwise being

used to finance procurements from private
 
sources?
 

4. 	Additicnal Criteria for Alliance for 

Progress
 

(Note: 
 Alliance for Progress assistance
 
should add the following two items to a

nonproject checklist.]
 

a. 	FAA Sec.25(b)(1)-(8). Does
 
assistance take into account principles

of the Act of Bogota and Charter of Punta
 
del Este; and to what extent will the
 
activity contribute to the economic or
 
political integration of Latin America?
 

b. FAA Sec. 251(b)(8); 251(h). For loans,
has there been taken into account the •
 
effort made by recipient nation to repa
triate capital Invested in other countries

by their own citizens? Is loan consistent
 
with the findings and recommendations of
 
the Inter-American Committee for the
Alliance for Progress (now "CEPCIES," the
Permanent Executive Committee of the OAS)

in its annual review of national
 
development activities?
 

N/A
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3A(3) - STANDARD ITEM CHECKLIST 

Isted below are statutory items which normally will 
be covered routinely In thowe provisions of 
In assistance h9reement dealing with Its Implementatinn, ur covered in the agreeuentby exclusion' 
.as where certain users of funds are permitted, but other uaes not). 

1iese items are arranged under the general headings of (A) Prourement and (0) Other ROestrlctions. 

k 	 PROCUREMENT
 

1. 	FAA Sec. 602. Are there arrangements to Yes
 
peint U.S. small business to participate
 
equitably in the furnishing of goods and
 
services financed?
 

2. 	FAA Sec. 604(a . Will all coainodity Yes
 
procurement financed be from the United
 
States except as otherwise determined by
 
the President or under delegation from
 
him?
 

3. 	FAA iec. 604(b). Will all conioditles in Yes
 

bulk be purchased at prices no higher than
 
the market price prevailing In the United
 
States at tU*e.of purchase?
 

4. 	FAA Sec. 604(c). Will all agricultural No.agricultural commodities are anticipated
commodities available for disposition 
under the Agricultural Trade Development under this CIP grant. 
& Assistance Act of 1954, as amended, 
be procured in the United States unless
 
they Are-not available in the United
 
State; in sufficient quantities to supply
 
emergvncy requirements of recipients?
 

5. 	FAA Sec. 604(d). If the cooperating Yes
 
country discriminates against U.S.
 

.marine Insurance companies, will agree
ment require that marine Insurance be
 
placed In the United States on
 
commodities financed?
 

6. 	FAA Sec. 604(e). Ifoffshore procure- See answer..toA.4.,above
 
ment of agricultural conewodity or produat
 
is to be financed, is there provision
 
against such procurement when the.
 
domestic price of such commodity is less
 
than parity?
 

7. 	FAA Sec. 604(f). Are there arrangements Yes Ahrough use of letters of credit and 
whereby a supplier will not receive letters of commitment. 
payment under the commodity import 
program unless he/she has certified to 
such Information as the Agency by
 
regulation has prescribed?
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8. 	FAA Sec. 608(). Will U.S. Government Yes
 
excess personal property be utilized
 
wherever practicable in lieu of the
 
procurement of new items?
 

9. MMA Sec. 901(b). (a)Compliance with
 
requirement that at least 50 per centum Yes
 
of tie gross tonnage of commodities
 
(computed separately for dry bulk
 
carriers, dry cargo liners, and tankers)
 
financed shall be transported on pri
vately owned U.S.-flag commercial
 
vessels to the extent that such vessels
 
are available at fair and reasonable
 
rates.
 

10. 	 International Air Transport. Fair
 
Competitive Practices Act, 19;4 .Yes
 

If air transportation of persons or
 
property is financed on grant basis, will
 
provision be made that U.S.-flag carriers
 
will be utilized to the extent st
service isavailable?
 

B. 	OTHER RESTRICTIONS
 

1. 	FAA Sec. 620(h). Do arrangements preclude
 
promoting or assisting the foreign aid Yes.
 

projects or activities of Communist-Bloc
 
countries, contrary to the best interests
 
of the United States?
 

2. FAASec. 636(I). Is financing prohibited Yes.
 
from use, without waiver, for purchase,
 
long-term lease, exchange, or guaranty of
 
sale of motor vehicle manufactured
 
outside the United States?
 

3. Will arrangement preclude use of
 
financing:
 

a. FAA Sec. 114. to pay for performance Yes.
 
of abortions or involuntary sterilizations
 
or to motivate or coerce persons to
 
practice abortions? to pay for performance
 
of involuntary sterilizations as method of
 
family planning or to coerce or provide
 
any financial incentive to any person to
 
practice sterilizations?
 

b. 	FAA Sec. 620(g). to compensate owners
 
Yes...for 	expropriated nationalized property? 


c. FAA Sec. 660. to finance police Yes.
 
training or other law enforckenent
 
assistance, except for narcotic: programs?
 

d. 	FAA Sec. 662. for CIA activjties?' Yes.
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e. App. Sec. 103. to pay pensions, etc., 
for military personnel? 

Yes. 

f. App. Sec. 106. 
assessments? 

to pay U.N. Yes. 

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

Yes. 

4. FAA S. 201(dL. If development loan, 
is Interest rate at least 2% per annum 
during grace period and at least 3% per 
annum thereafter. Can the country 
borrower service the loan on harder than 
standard development loan terms? 

N/A. 
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znsAms nwcrs BY Ct= 	 MIrNU. 1o50000) FROM U.S.A. 

1990 	 1981 

AUG-D- JAN-!/ARO.(
SITC .. . .a:n . v*[ $000 Quantity* OW0 

0 	 Wiize gmin 15 000 1 166 
Beans 203 85 
*Other foods and live
 

animals 	 - 61 

Total food and live 
animals 1 312 _ 

I Total drinks and
 
tobacco 1 16
 

2 Crude zubber 154 80 
Synthetic rubber 293 186 305 168 
Rough sawn lumber 302 65 
Wood pulp 252 112 
Acrylic flbre 
Other synthetic fibres 

452 
320 

447 
167 

183 
494 

173 
131 

Bo=x, natural 
Other ziudo mato-6±-als 
Total 

156 66 
177 1-

1 300 

1BS 84 
14 
M03 

3 Anti-f rL orion andlubrication greases - - 50 62 

petroleum Jolly - - 148 91 

Total potroleum 
products __ _r 70 - 153 

4 Animal "allow 5160 1 522 1 535 431 

5 Gycerine distilled 
Anhydrr-ns Anontum 

43 
942 

"51 
1 959 5 6M 1135 

Vft ov:s a1wninoeillcateR 22 a0 
Antitoxins, seras en. - 163 
Other Phavaceutical 

pM-znctS 557 - 113 
Cleaning materials, 
Gbem-cals m 64 - 45 

Super phospha+es 2908 309 
Ammoniu phosphate 160 31 
Urea 24 985 2 959 
Otha: foxti1izars 73 19 10 388 1 432 
Artificial rsins and 
,plastic materials 
not colourad 94 '50 171 129 

Artificial resins and 
synthetic plastic 
materials inprimay
to -253 408 265 

Insecticides and 
similar Preparations 742 1 571 140 366 

Othe;: Oirrni cal, Jat

. '7.... 4 333
 

-I._Cto
 
1\0 
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1930 
 1981 	 -

SrTC 
C-uantitv* -0
Quantitv* t 

6 Rubber sheeting 14 94
Rubber washers
Plain or composite paper 	 16 116


113
Cardboard and similar 	 69 

993 403
Outtons, and boxes, carcboard 1 200 443


Rayon, 	dyed 86
Synthetic fibres and other
Piece goods 	 86
 

679
Pipe fittinisp iron and steel 6 63
Aluminium bar and rod etc. 
Aluminium sheet 	

193 210
 
154 220
Bolts, 	 nuts and rivetsArtisans non-electric tools 11 67

23 
 194 


Other manufactured goods
classified mainly by material 
 - 5 

Total goods classified byma+rial 
*3 329 


7 Clutches, 
 gear boxes and similarequipment

I C Engine 	 23 265 


120 1158
Agricultuml reapers etc. No.) 7 117
Diesel 	trac'ors
Tracto r parts 	 9.) 18 451 


Other agriculturl machiner 
 74 367
-Accounting machinos 	 132 

(14, 10 360
Parts for accounting machint 10 444
Textile machinery 	 --

Printing miichinery

Paper making machinery 3 130 


- -Excavators and mechanical loaders (14.)
Excavator pai-a 35 1 232 

35 293 


Road making machinery so 3
Road sci..osra and 8ra0ec.' 381
Mining 	 ~achinery n.e.s. 24 
 134
Air conditioning machinery 14
Rps 	 55
 
-Cranes, winches etc. 	 106
 

Lifting jacks 	
95 718
 
6
Rock drill spares 	 26 

65
 
Ball and Roller bearings 	 150


29 171
Compressors 
43 301
Industrial machinery 52 503
Cocks and valves 4 57


Bull dozers 4 57
 
Other machirery


emitchgear 514
 
Television, radio and gram parts 

- 510 

-Other radio apparatus 	 kg 	 852 117
T"elephone and radar ap.3aratus kg 3 	043 286
Refrigerator units 36 139 


Other elcc.ical machinery 	 45
Parts of R3ilway loco..otive.I 
 9 58
Mbtor vehicle parts and accessor.es
Truck bu 	 21 209
ch.as.isAiro,a ft 	 NH 8a871 
AirciaftAirc;a,'. sres N8e 	 187


16 
 959
Other mc'0inery and transporequipmel:t 
TO'al nachinezy and transport 	

413
 
1 


equipont 
 10 859 


104 

923 


7 


51 

14 


l 

54 

-

, J.1No 

35 
, 42 

viJo.) 	 89 


13 

93 


.

9 


11,;4) 	 19

30. 
20 

21 


( 2.


13 

8 


-

1 115 


C)3 992 

34 

-


5 


4 

19 


69
 
275
 

427
 
81
 

57
 
123
 

977
 

2010
 

170
 
549
 
5
 
3s
394
 

1 7 9

192
 

94
 
414
243
227
 

64
 
591

291
 
2
 
62
 

1
 

89
 
63
 

943
 

150
 

330
 
122
 
265
 

122
 

139

3
6 097
 

1 199
 

3
 

1
 

- 1
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1980 	 1981 

AUG-MC JAN- -Ra.

SrrC 	 Ouantitv* $000 quantitv* $000 

8 	 Photographic apparatus - 92. - 77 
Surgical, medical 
instruents and appliances - 113 -

Scientific instrumente for 
record and control 	 - 536 - 256 

Photographic paper 	 - 125 
Books, newspapers and 
similar 	 - 178 - 134 

rther miscellanoous 
manufactured articles 	  -

Total 	  76af. - 868 

9 	 .lltazy Aircraft spares - 120 - -
Miscellaneous 	  - - 25
 

Total miscellaneous
 
transactions - 120 ,-
 25
 

Total U.S.A. Imports 	 27 925 - 21 921 

* 	 Quantities are in tonnes unless othewise specified as N for
 
number and KG for kilogrammes.
 

Please note that the 1.30 values do not add to the total owing
 
to 	small corrections not affected in this table. 
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TABLE II 

U.S. EXPORTS TO ZIMBABWE
 

I. Annualized"Flow of.U.S. Exports to Zimbabwe Compared to Other. Major
Exports (million US $) 

-.Value. (a) :Rahk:(4b) 

Belgium 15.g 12 
Botswana 19.1 11: 
France 33.8 7 
Italy 23.7 10 
Japan 67.7 5 
Malawi 22.7 11 
Netherlands 25.1 9 
South Africa 379.3 1 
Switzerland 27.8 8 
United States 120.4 3 
West Germany 94.0 4 
Zambia 40.5 6 
United Kin'idm 726.0 2 

(a)Based o Aug - Dec, 1980, Jan - Mar, 1981 
(b)Excluding oil exports 

. Comodity Composition of U.S. Exports to Zimbabwe -'Major Capital Goods
 
%..and Selected Raw Materials (thousand US $)
 

Vehicles and vehicle parts 
 3,628
 
Agricultural machinery 
 2,876
 
Electronic Data Processing equipment & parts/office

equipment 
 2,515
 

Earthmoving equipment 
 5,192
 
Textile machinery 
 397
 
Other Industrial machinery 
 4,972
 
T.V. and Radio parts 
 313 
Telecomunications equipment 
 1,267
 
Other electrical equipment 
 452
 
Fertilizers' 
 2,743
 
Insecticides
." '.623
 
Resins and plastic 
 578 

Source: Central Statistics Office
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ANNEX D
 

Table:III 

:PERCENTAGE DISTRIBUTION OF DOMESTIC PRODUCT BY INDUSTRY 

1975 1976 1977 .1978 *1979 1980
 

Subsistence Agriculture, 4 4.7 4.66 -3.8, 249 r 

Commercial Agriculture 12.4 12.2 11 *99' 

Mining and Quarryinc 6.6 7.2 7.0 7.0 7.9 8.6, 

Manufacturing 23.5 122.9 22.0 230 24.81 25.8 

glectrlclty and Water, 12. 6 2.7, 2.7. 2.8 2.8 2.8 

Construction 4.9 4.3 4.0 ,3.1 3.3 3.1 

Finance, Insurance, Real Estate 6.8 6.7 7.2 6.9 -6.6 6.0 

Distribution .13.5 .12. 7-'11 61.613.3 .11.8 12.7 

Transportati on and :C ommuni catIon 8.3 8.3 8.8 8.6 8.5 7.3 

Public 6.8 o79 9.8 .10.8- 11.0 10.4iAdministration & Defense 

-Education 	 3.4 3.5 3.7 3.91 , 3.9 3o.7 

Other Serv 	 6.7 6.8 i7o2 7. 1 '70 6.7 

1 0.0 iooo 10A 0 1o0 vio0o.o 1oo.o 

iSource: 	 Reserve Bank of Zimbabwe, Qua terly Econmi. andzStatist ca l 
Review (Sept. 19-0 

k 



Table IV 

EXPENDITURN CH GROSS DCMESTIC PRODUCT AT CURRENT PRICES 3 MILLION 

11971 
Government Final Expendituze 143 
Private Final Expenditure 844 

Gross Fixed Capital 
Formation 222 

Increase in Stocks 56 

Net Export of Goods and 
Services -22 

_ EXPENDITURE %;H G*D9P. 1 243 

1972 

157 

926 

256 
40 

"40 

1 419 

1973 

180 

961 

331 
51 

30 

1553 

124 

214 

1 108 

4?2 
128 

-11 

1 861 

1975 

256 

1 197 

467 
114 

-22 

2 012 

1976 

326 

1 306 

403 
69 

#75 

2 179 

_1977 

387 

1 327 

368 
;0 

44 

2 216 

1978 

454 

1 468 

530 
13 

74 

2 331 

1979 

594 

1 681 

337 
55 

-22 

1980 

742 

2 1QJ. 

421 
69 

-81 

- 252 

-Surce: Central,'-Statistics Office, Government of Zimbabwe 

4%
 



ANNEX D 

Table V
 

'HISTORICAL TRANDS IN THE ZIMBABWE ECONOMY
 

(1965 Z$ Million)
 

Gross Gross Annual
 
Domestic Fixed GDP per Gross Real
 
Product Capital Capita Fixed Growth
 
(Market Formation (Market Capital Rate (GDP Inflation
 
Prices) (%of GOP) Prices) Formation per capita) Rate
 

1965 737 13.2 164 97
 

1966 749 10.9 162 82 -1.2 -2.0
 

1967 810 12.0 1691 97 4.3 1.0
 

1968 826 16.6 167 137* -1.2 4.0.
 

1969 944 13.81 184 130 10.2. 2.91
 

1970 980 15.3 .185 150 O. 5 3.8
 

1971 1,098 16.3 200 178 8.1 2.7
 

1972 1,204 16.1 211 194 5.5 '1.4
 

1973 1,241 19.2 211 238 0 5o .:
 

1974 1,357 20.0 223 272 5.7 9.61
 

1975 1,345 19.9 213 267 -4.5 9.5.1,
 

1976 1,325 15.5 203 205 -4.7 9.3
 

1977 1,229 13.7 182 168, 10.3 1094
 
-
1978 1,188 11.2 171 ,133 -.9 8.8.
 

1979 1,192 11.9 167 155 -2.3 10.7
 

1980 1,353 12.9 185 176' 9.5 9.7
 

Source: Central. Statistical Office, National Accounts of Zimbabwe Rhodesia, 1978
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Table VI
 

WAGE EMPLOYMENT BY SECTOR0
 

(thousand)
 

1964 1966 1968 1970 1972 1974 1976 1978 1980
 

Agriculture 299.5 278.4 288.6 297.8 342.3 365.6 356.1 341.4 327.0 

Mining .. 44.4 48.5 51.7 57.2 58.4 62.0 63.8 58.1 65.8 

76.7 80.5 95.8 114.7 130.7 151.3 153.6 139.3159.2
Manufacturing 


Electricity, Water 4.9 5.1 5.5 5.6 6.1 6.9 6.7 6.5 6.7
 

27.8 34.2 42.4 49.5 64.3. 51.6 40.9 42.1
Construction 26.9 


Finance, Insurance
 
&Real Estate 7.6 7.9 8.2 9.0 10.4 11.6 12.1 12.0 12.5
 

69.1 70.3
Distribution 61.5 56.1 61.8 65.6' 72.1 76.2 74.7 

Transport 33.3 35.8 36.2 36.5, 41.0 43.8 45.7 44.0 45.5 

Public 
40.1 43.4 53.8 68.3 70.8
Administration 26.7 31.8 35.5 39.0 


36.9 34.9 41.6Education 27.8 30.2 30.2 31.0 31.9 34.7 
14.7 15.3
Health 8.8 9.4 10.2 10.7 12.1 13.0 13.5 

93.7 95.7 102.0 109.3 119.4 124.4 '22.8 115.9 105.1'
Private Domestic 


Other Service 24.5 27.8 30.1 34.5 38.9 42.7, 42.1 41.1 43.9
 

853.0 953.0 1040.0 1033.0 966.01005.8
Total 736.0 735.0 790.0 


Government of Zimbabwe, Central Statistics Office, Supplement to the Monthly
Source: 

Daest of Statistics, April, 1981
 



Table VII La 

EDIKABWE - EA WAGES OF AFRICAN WORURS, 1965 AID 1970-78'1

(Z$ per annum in 1964 prices) 

1965 1970 1971 1972 1973 1974 1975 1976 1977 1978 

Agriculture & Forestry
-Mining and Quarrying 
Manufacturing 
Electrifying and Water 
7,c'ruction 
Finance, insurance & Real Estate 
Distribution. Restaurants & Hotels 
Transport and Communications 
Public Administration 
Education 
Health 
Private Domestic Service 
Other Services 
All Services 

120 
291 
406 
369 
352 
511 
336 
608 
336 
456 
427 
218 
310 
240 

113 
307 
429 
350 
359 
630 
382 
583 
401 
584 
510 
246 
379 
272' 

114 
305 
417 
421 
408 
656 
408 
635 
449 
654 
535 
250 
364 
282 

112 
302 
446 
430 
426 
653 
402 
613 
511 
644 
563 
248 
364 
284 

117 
315 
463 
433 
392 
702 
405 
635 
550 
670 
568 
246 
383 
292 

121 
333 
484 
458 
419 
764 
419 
661 
584 
697 
599 
245 
390 
307 

125 
352 
503 
472 
456 
817 
449 
667 
592 
724 
649 
247 
402 
322 

130 
357 
505 
493 
426 
882 
446 
669 
621 
728 
669 
244 
412 
326 

129 
366 
510 
497 
411 
959 
450 
665 
611 
70/ 
660 
236 
414 
327 

126 
365 
526 
572" 
414 
979 
472 
680 
628 
810 
733 
227 
420 
336 

a/ Deflated by Index numbers of consumer prices: low-income group. 
Source: 
Table 1.04, Average Earnings, and Nonthly Diest of Statisti., July 1980, Ce'ntralStatistical Office,


Salisbury. p.5
 

74 
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Table VIII 
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1976/77 
 1977/78 

A € t
A c t . a 

280 
 288 

165 199 


5 

450 
 492 


4i~ A4~s~
4 
 44
12 
 13 

27 
 61 


531 
 610 


523 
 6S 
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 411 

190 
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121 
 1e3 
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1
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ANNEX .D.:
 

Table IX
 

ZIMBABWE: CENTRAL AND LOCAL GOVERNMENT DEBT
 

(Z$million)
 

.'Domestic Debt Domestic Total Foreign
 
Year End of Local Debt Central Domestic Foreign Total Debt- Debt/
 
Dec. 31 Government Government Debt Debt Debt ,, GOP GOP
 

1964 49 244 293 178 471 .69 .26
 

1965 47 259 306 174 480 .65 .24
 

1966 44 344 388 172 560 .76 .23
 

.18
1967 40 416 456 148 604 .75 

1968 44 412 456 1144 600 .71 .17 

1969 45 426 471 137 608 .61 .14
 

.47
1970 	 480 527 125 652 .61 .12
 

1971 51 481 531 121 652 .52 O.10 

1972 59 513,.. 572 119.. 691 .49. ..08•:' 


551 624 100 724 .47 . 06
1973 73 


1974 .94 600 694" 95 789 .42 .05"
 

705 74 799 .40 ,04
1975 108 597 


1976 125 706 831 78 909 .42 .04
 

89 1,004 .45 .04"
1977 139 776 915 


1978 153. 923 1,076 224 1,300 .56 .10
 

1979 168 1,126 1,294 353 1,647 ,67 .14
 

1980 185 1,429 1,614, 415 2,029 .62 .12
 

Source:, 	Central Statistical Office, Supplement to the Monthly Digest of,
 
Statistics, April, 1981
 



'Table X
 

BALANCE OF PAYMENTS ACCOUNTS CUPRENT AND CAPITAL TRANSACTIONS
 

(U.S. $ million)
 
Actual Forecast
 

1975 1976 1977 1978 1979 svou *l 1982 ivoi VR5 
Current Account 

Goods 76.4 248.2 222.8 270.0 206.3 95.6 -198.0 -107.7 --261.3 104.6
 
Imports -791.4 -672.0 -651.1 -656.6 -882.4 -1314.1 -1749.0 -2041.1 -1855.5 -2167.1
 

Exports '7.8 920.2 873.9 926.6 1088.7 1409.7 1551.0 1933.4 2116.8 2271.7
 

Services -i34.2 -169.0 -164.6 -159.7 -187.9 -243.9 -345.0 -359.9 -353.1 -372.8 
Freight - 48.0 - 55.1 - 55.3 - 56.2 - 57.4 - 93.4 -123.3 -146.1 -130.2 -155.1 

Investment income - 49.4 - 63.8 - 46.8 - 36.3 - 37.2 - 36.6 -114.0 -115.1 -136.2 -129.6 

Other - 36.8 - 45.1 - 63.5 - 67.2 -.93.3 -113.9 -107.7 - 98.7 - 86.7 - 88.1 

Transfers - 55.9 - 54.0 - 60.4 - 63.9 -126.4 -111.8 - 48.2 40.1 18.3 107.1 
Private - 55.9 - 54.0 - 60.4 - 63.9 -126-4 -170.6 -186.1 -142.9 -118.2 -117.9 

Official - - - - - 58.8 137.9 183.9 136.5 225.0 

of which Zimcord - 4 147.0 225.043.0 136.5 


Balance on Current 
Account -113.6 25.2 , 2.2 46.4 -108.0 -260.1 -591.2 -427.5 - 73.5 -161.1 

P-t Capital Transactions 112.3 - 6.1 6.5 34.2 255.0 131.8 325.5 373.2 108.2 188.0 
Goverr.rent - 6.2 - 6.6 - 8.6 179.9 175.0 - 34.2 51.6 173.9 106.2 269.9 
of which Zmcord- - 69.0 190.5 205.5 375.0 

Public Authorities - 3.8- 4.8 - 2.6 - 6.2 - 9.5 - 4.8 167.6 182.3 - 9.0 - 75.9 

Other* 102.3 - 4.3 -4.7 -139.5i 90.5 170.8 106.3 17.0 11.0 - 6.0 

Total Capital + Current 
Transactions equals net 

change in Reserves - 1.3 19.1 - 8.6 80.6 148.0 -128.3 -265.7 - 54.3 34.7 26.9 

Source: Ministry of Finance, Government of Zimbabwe
 
*Includes net errors and omissions for 1975 - 1980
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olyso us$ 200001,600 
Italy US$ 37 000 1,600 

Japan Ten1100 000 375,14 
Jersey U% 75 -
luimit US$ 52 000 1,600 
;ra5 Us$ 3 000 1,600 
Ireland it 30 0.6835 
Luxebourg LFr 9,5W00 48,500 

'etherlands F1 53 000 3,263 
Mci.Zealand NZ$ 250 1,.38 
Nisgerla .airalo 733 o,866 

Norway 111Cr9000 8,000 
OPEC us$ 10000 1,600 
Saudi Ar us$ 5 000 1,600 
Sierra L9 Lr 100 1,778 

Sweden 81Cr 367 000 6,745 
Switzerland S" 12 350 2,603 
United XCd £ 121 000 0,683. 
United Nte US$ 2 250 1,600 
United St. US 276 213 1,600 
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ANNEX D
 

Table XII
 

PRICES, INTEREST RATES, AND MONEY SUPPLY
 
.1970-1981)
 

CP'I:. CP. Interest Rates M 1 M 2
 
Low-Income !igh :Income (12 month CO's)

(%A)" (%A) 
 (%A (%A)
 

197U 1 7 2.7 4.50 4.1 13.0
 

1971 3.1 2.9 5.25 12.8 15.4
 

1972 2.8 4.4 5.50 17.7 13.9
 

1973 2.9 3.6, 5.10 10.6 12.6
 

1974 6.6 7,6 6.00 17.2 18.5
 

1975 10.0 7.7 5.25 -0.7, 4.9
 

1976 9.7 7.2 5.15 8.6 17.6
 

1977 7.6 6.8 4.50 6.4 6.6
 

1978 9.9 '10.6 4.60 10.8 13.3
 

1979 13.2- 10.6 4.85 11.6 13.4
 

1980 6.3 10.0 5.20 36.6 34.2
 

1981 33.5* 17.8 7.50 -6.7** -4.1*
 
(Jan-Apr)
 

* Annualized on the basis of data for the first quarter, 1981. The major element 
inthis extraordinary rise is a 50% increase inthe pricee of drink and tobacco, 
due to a new excise tax. Itisunlikely that the final 1981 rise inconsumer
 
prices for low income consumers will approach this figure.
 

* Money supply normally falls inthe flrstquarter of each calender year.
 

Source: Central Statistical Office. Monthly Digest of Statistics (May, 1981)
 



Table XIII
 

COMMODITY COMPOSITION OF IMPORTS AHLI ArUKI I IJ /I-U
(percentages)
 

EXPORTS 

1975 1976 1977 1978 1979 1980
 
Food 28.5 18,3 19.8 19.4 S 18.3 13.1
 
of which:
 

Sugar (raw and refined) (.4) (4.2) (2.6) (2.0) (3.4) (6.0) 
Maize (10.4). (4.3) (4.5' (4.7) (2.8) (0.9) 
BAeef (fresh and frozen) (5.2) (5.5) (6.5) (5.9) (5.2) (2.4) 

Beverages and Tobacco 14.8 15.9 15.2 18.0 136: 15.6 
of which: 

Tobacco (unmanufactured) [13.6) (14.8) (14.2) (16.8) (12.7O)(15:0) 

Crude Materials 19.4 23.3 25.6 23.0 24#2 21.6 
of which: 

Asbestos :10.5) .(11.7) (12.9) (10.5) (11.8) (10.2) 
Cotton lint (4.1) (7.1) (7.4) (7.4) (7.7) (7.3) 

Metal Products 18.2. 23.4 18.5 17.0 18.6 34.0 
of which: 

Nickel (3.4) (6.1) (8.2) (7.3) (5.4) (6.7),, 

Ferrochrome (8.8) (11.3) (5.3) (4.2) (7.3) (11.2) 

Oils and fats, mineral fuels
 
and chemicals 2.2 2..9 3.3 3.4 '3.5 1.3 

Machinery and transport equipment 3.4 2.5 2.4 2.6 2.5 "1.9 
Other manufactured goods 13.6 13.7 15.1 16.7 -19.4 12.5 

TOTAL 100.0 100.0 100.0 100.0i 100.01 100.0 

[MPORTS
 

Food 3.1 1.9 1.7 1.1 1;8 3.5 
Beverages and Tobacco 0.3 0.3 0.3 0.3 0.4 0.5 
Crude materials 3.7 3.7 3.1 3.3 3.4 3.2 
Fuels, Lubricants, Electricity 14.7 20.0 22.6 22.3 29.5 24.1 
Oils and Fats 0.5. 0.5 . 0.44 0.8 
Chemicals 13.4 12.8 12.6 15.1 13.9 10.7 
Machinery, Transport vehicles 36.0 31.4 28.4 2505 23.2 25.8 
Other Manufactured Goods 28.2 29.14 " 29.5 32.2 27.5 31.4 
TOTAL 00.0 10000 lOO1O 100.0 100.0 100.0 

Source: Data provided by Lti.bwan Authorities 



ANNEX D
 

Table XIV 
ZIMBABWE: EXTERNAL DEBT AND RESERVE POSITION,
 

Foreign Imports 
 Months of Import External. ExternalAssets 'Coverage 
 of Reserves 
 Debt" Debt-GNP 
(million US$) (million US$)
 

1975 116.6 791.4 1.8 
 1185 037
A 1976 121.2 672.0 
 2.2 
 126.0 -.
C 1977 107.5 651.1 2.0 
036
 

137.4 .040
T 1978 185.2 '656.6 
 3.4 
 331.9 .096
U-1979 267.6 
 882.4 
 3.6 
 523.6 .144
1980 329.2 
 1314.1 
 36 
 657.8 .147
 
L
 

p 1981 63.5. 
 1749.0 
 0.4 
 983.3 .172
 
R 1902 9.2 
 2041. 
 .
 1356.5 .182
0 1983 '43.'9 1855,5 0.3 
 1464. .151
 

1984 :70.8. 
 2167.1 
 0.4 
 1652.7 .: .131
 
E
 
C 

T 

E 

D 
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O DFJep)arinicfl oJ State 
PACE 61 ILIS 06512 0 OF 02 331001 5163 159461 AIDD003 SALISB 05452 01 OF 12 010001 1163 053461 AIIO' 

ACTION AID-IS SIGNATURE OF EACH PERSON CERTIFIED AS TO IT.*AUTHENT1ICITY;
S ................................... .............................. (C) A PROCUREIMEIIT
PLAN INCIUDIIIG THEPROCEDUHESOf WHICHALl PROCURE 

ACTION OFFICE AFOR-05 ItMIIT 
iFO AAAF-0t AFEA-03 ArSA-01 PPCE-81 PDPR-O PPPs-03 GC-01 FINANCED UNDERTHIS GRANTWILL BECARRIEDOUT,tIll CRITERIA AND 

GCAF-0I GCFL-O C-O1 CPP-1 CT-0I FOR OETERMIISIIIG ELIGIBILITY EXCHANGE111-02 CLI-02 CPC-02 PROCEDURES IMPORTER A'ID FOREIGN 
AFDA-OLRELO-01 HAST-Ot AFP-0I /034 A4 830 ALLOCATIONS, THEIIECHAltls PHIOUFlMElIT ANDMAKINIANDo FORPUBLICIZING 

................................................................ AWARDS;AIID
 

INFO OCT-O Ar-li ES-O9 L-O3 AAD-t1 /57 V ID) A PLAN DEAILI11G TIlE ACTIVITIES TO BE FINANCE), I1 ORDEROF
 
t 
.................. 007473 /t4 WITHLOCAL GEHFRATIOIIUIIDEN 5.3.
301|15 PRIORITY CURRE14CY SE,flO:1 


P 305430z DEC It SECTION 2.2. WHEN AID HAS OETERMI'IRD
NOTIFICATIONf. THAT THE CONDI-
FM AJIEHASSY SALISBURY T10IS 

TO SECSTATE VASHDC PRIORITY 4737 PRECEDEIT SPECIFIED INSECTION 2.1 HAVE SEEN IIET,ITWILL PROIUPrLY 
AIEfBASSY IIAIROBI BY IMPLEMINTATIOH ISSUE) PURSUANIT NOTIFY THEGRAiNTEE LETTER TO
 
INFO AIIEIIBASSY SECTION 7. 1 OF THIS AGREEMENT.
MBABANIE 


SECTION 7.3 TERIIINAL IFALL
DATE FOR MEETING CONDITIONS PRECEDENT. 

UNCLAS SECTION I1 OF 02 SALISBURY 6492 TileCONDITIONS 'PECIFIED IN SECTION 2.tHAVE NOT1IEN METWITHIN (30
 
AICAC NINETY DAYS FRU1 THE DATE OF THIS AGREEIIENT,
OR jJCH LATER DATE AS
 

AID
 
lAIROBI FOR REOSO MAY SPECIFY INWRITIIIG,
AID, AT ITSOPTION, MAY T1RIIIATE THIS
 

AGREEM1hT BY WRITrTEII
lOTICE TO THE C!':ITEE.
 
COVCENANTS IN THEDRAFTGRA'T AREALSO 

SUSJ: ZIMBABWE COMMOGDITY BOTH AND OTHERS CRAFTED FORIHIS CIP. 
E. O: 12065:Ni/A COVEIIANTS. IIIOLUDED AGPEEMENT 

IMPORT PROGRANl STAlDARD PROVISIONS ESPECIALLY 
REF: A. SALISBURY 6023, 1. STATE 339508
 

AS DRAFTED THEY ARE AS FOLLOWS: QUOTE
 
I. APPRECIATE AID/U EFFORTS TO COMPLETE REVIEV CF SUIBJECT ARTICLE 5 COVEAPIMS
PAAO 


DURIIIG SECTION 5.1. TAXATIONl. AND THEGRAlt VILL BE FREV FRO
 THIS AGRE[REIRT 

BUSY HOLIDAY PERIOD. I11SSION 01 DELAY IN RES-
WAS AWARE THAT WITH 

POIDING 10 GRAFT ANlOWITH REQUEST HOW DOLS 50 IILLION, SOMEICOIFICA- ANY TAXATION OR FEES IMPOSED UNDER LAWS INEFFECT IN ZIIIHBABU. TO 
TIOIIS WOULD NEED TOBEMADE IN PAADDOCUMENT BEFORE THEECPRMEETIIIG. 

WERE THOUGHT SeLF-EVIDENT EXTENT THATAlIYCOIItODITY PROCUJREMENIT FIIAIICED 

COULD DEFER TO AFR/OR JUDGEMENT INFIIIALIZING DOCUETIT. IS NOT EXEMIPT 

MOSTCHANGES TO BE UFFICIENTILY THATWE TRANSACTIO HEEI[RII 

FROM IDENTIFIABLE TAXES, TARRIFFS, )UTIS, AND OT"R.
 

LEVIES
 
2. PER REF B FOLLOWING RESPONSE BY PARAGRAPH. UIDERLAWSIN EFFECTTrHIN ZIlIABWE, T!fESAP BEIS 11SSION PARAGRAPH IMPOSED IALL OT1, 

GO! CHAlGE OPOIP.ECTLY UIID:R 

TIONPROCEDUREREQUIRESONE-TIME PAYMENT OF LOCAL CURRHCY BY SECTION 5.2. REPORTS AIJDRECOPDS.IN ADOITICN 03 THEIE(.VIPEIIEIITS 
IMPORTERS IN AID, REGULATIO11 1, THE GRANTEE VILL 

A. BELIEVE REF A V, CLEAR. THE REQUESTED I" IIIPLEMENTA- PAID WITHFUNDSPROHICCO GENERATED Tll.A.illIT 

ANYf.EF[TEIICE IA)FURNISH AND INiFORIIATIOPI TO THE G01"1 
BY IMPORTERS SHOULDBEDELETED.THIS PROCEDURE AND SERVICES YTTHIS GRAlT AND THE PERFOU:MlOf 
WHENGOODSARESHIPPED. IN PAAO TO .5 PERCENT DEPOSIT AID SUCO REP32TS RELAFTO.G 

IS STANDARD NOW FItANCED C 1F';,TFE' 
rOLLOWED ODLIGATIOIIS UNDER THIS ASAID hAY REA';OiLY rLO[EST;AGREEMENT 

BY GOVERNMENT ANDTOBEAPPLIED TOAlY OTHER FINANCING (8) MAINTAIN TOBEIIAIITAINEDACCORDAICE
OCIIROS IMPORTS ORCAUSE III WIrHGC;IET.ALLY 
THELAIIUACE ON MINIMUM TRAN4SACTIONSPARA 4 PG 33 SHOULD ACCEPTED PRINCIFLES CONISITENLYBE SLIGHTLY ACCOUITINIG ANDPRACTIC. APPLIED, 
IIDIFIED TOADD THE FOLLOWIIIG EEITEIICE: QUOTEIN THEEVEIT SMALLER SUCH
 
TRAIISACTION3 AREREQUESTED, DOV TO AID'S STATUTORY LIMIT BO00S AND RECOKDS REIATING TO THIS GRANT AS NAY B.-PRESCR:ED IN
 
OF DOLS 5,000, AID VILL CONSIDER A GROUPING OF SUCH SMALL TRANS- IMPLE-


ACTIONS MENlTATIO SUCH BCOKS AND RECORDS MAY BE IISPECTED BY AID
l LETTERS. 
OR THEWAIVER OF THEOILS 10,000 PROJECT LIMITATION IF THE CASE IN OR ANY OF ITSAUTHORIZED REPRESENTATIVES AT ALL TITIFSAS)AID NY 

ORESTIOI WARRAITS UNQUOTE. OUR PURPOSE HERE IS TOLEAVE OPEN THE REAS-
POSSIBILITY OF ASSISTINIG OlIABLY fL;DSII1LLCEMAIIITAIHED FOR THREE YEARS AFTER THESMALL, LEGITIMATE EITREPREIIEURS 'OR U3OM P REQUIRE, 


SMALLFOREIGN ALLOCATION WE WOULD DATEOFLA'T1,0ISSUNSEMENT BYAID UI!DERTHIS GRANT;AND
EXCHANIGE N1INT BE KEYTO PROGRESS. 

HANDLEAlY SUCHGROUPINIG PROJECT (C)PERMIT AID ORAlY OF ITS REPRESENTTIVES
OR WAIVER THROGUN IMPLEMEIITATIOfN AUTHORIZED ATALLPEAS-

LETTERS. TIMES DURIIIG PERIOD TOINSPiCT THE COIRIO3ITIE'ONABLE THETHREE-YEAR 
THIS GRAlT THEPOINT 

GRANTAGREEMENT IICLUDE SOME AND 5.3. OF INFORMATION. CONFIRMS: 
1. CONDITIONS PRECEDENT. CPS TO DISBURSEMENT CONTAINED INTHE GRArT FIIIANCED UN.DER ATAly POINT, INCLUDING OF U.E. 

WILL THEFOLLOWIIIG, STANDARD SECTION CONPLETENE.S. THEGRUINTEE 
SPECIFICALLY TAILORED FOR THIS CIP: QUOTE. (A) THAT THE FACTS AND CIRCUMSTAN4CES OF WHICHIT lAS INFORMED 0AID, 

ARTICLE 2
 

SECTION 2.1. PRECEDENIT.
COIIDITJ0l PRIOR TOTHEFIRST OISIURSEMtNT
 
UNDER THIS GRANT, OR TO THE IS-uAkCE BY AID OF DOCUMENTATION PURSUANT
 
TO WHICH DISBURSEMENT WILL BE MADE, THEGRAIITEE
VILL, EXCEPT AS THE
 
PARTIES MAY OTHERWISE AGREE INWRITIING, FORM AID
FURNISH TO AID, I"I 


SUBSTANCE OF SATISFACTORY TO AID:
 
(A)All OPINION OF THEATTORIIEY OF ZIMBABVE AGREE-CEERAL THATTHIS 


MENT
 
• HAS BEEI DULY AUTHORIZED AIID/ORRATIFIED BY, AND EXECUTED ON BEHALF
 

OF 
TilEGRANTEEAIDDTHATIT CONSTITUTE. ANDLEGALLYA VALID B1NDIN1G
 
OBLIGATIOIJ OF THE GITMITCE VITH ALLOF I1T,TERMS;
IN 4TCOrAlINE 

!03 A ',TAT1fiEIT AlD *WAFR0lTIfiG THATTHE NAUMED OR
REPRE^EIETIi5 PEROII 
PER:c.lISHAVE THEAUTHORITY TO ACT A. THEREPRE:EIITATIVE OR REPRESCIl-

TATIV'
 
OF THE5PAIIE PURSUARiT 7.7, TOTIIER WITH A SPECIMEi TO .1ETIo1 

UNCLA SS IFIE0
 



Inex E
 
UNCLASSIFIED 

UePa7"tle&ILt oJ 3l(1e TELEGR('I 

PAGE II ::-1 SALIS8 

ACTIONAID-)$
S.................................
ACTION Or@ICE AFOR-U6 


INFO 	 AAAF-I1 AFEA-03 
GCAF-01 GCFL-Ol 
AFOA-01 RELO-O1 

06452 12 OF 02 31102SI 820S 051463 AIOS0 

A-A*03 PPCC-OI PDPR-O PPP3-3 OC-D1 

FM-02 C-01 CALI-rn CPP-0O CPS-02 CT-0l 

fAST-Ol AFPII-OU /134 A4 836 
................................................................ 


AMAD-O0 /07 V 
.................. 636575 3011231 /1438

INFO 	OCT-8I AF-10 ED-O L-'3 

P 3001301, DEC I 
FN AN

i rBAS
2Y SALISBURY 

10 SECSTATE PRIOCIIY 4713VASIIDC 


NtAIROBIAIIEUBASSY 

IBABANE
INFO ANEIMBASSV 


SECTION 02 OF 02 SALISBURY 6452
UIICLAS 


AIDAC NAIROBI FOR RED O 

OFREACHINGAID TOBE INFOROED,IN THECOURSE AGREE-
ANDCOMPLETE, ALL 

CAUSED 
AIIDIIICLUOCONTHEGRAIT, AREACCURATEMENT WITHAID 

AIOAFFECTTNE'GRANTFACTSANDCIRCUISTANCES THATMIGHTMIATERIALLY 


THEOIU^IIARGE OFRESPOZSIBILITIES UNDERTHIS AGREEIET; AliO 

FACTSIIIFORhIAID TIlMELY OFANYSURSEOUEIT(8)THATIT VILL III FASHIOII 

ANZD THATMH11T HATERIALLY AFFECT,ORTHATIT IS REA.ON-CIRCUISTANICES 
OR THE OISCHARGE OF RE-
ABLE TOBELIEVE MIiGHT-0 AFFECT, THEGRANT 


SPOIISIBILITIES UNDER THIS AGREEMENIT. 

RAVE
GRAIITEE THAT NO PATMEITS 

IN COIIIECTION 
SECTION 5.4. OTHER PAYIIEFMT3. AFFIRMS 

BYANYOFFICIAL OFTHEGRANTEE 


WITH THEPROCURET1ET 

BEENOPWILL RERECEIVED 

ORSERVICES FINIIACED UIIDERTHEGRAIT, 


EXCEPTFEES,TAXES,ORSIrIILAH PAYMEITS LEGALLY ESTABLISIIED Il1THE 

OFGOODS 

COUNTRY OF THE GRANTEE. 


SECTIOI 5.5. MIHItM'TISIZE OFTRAIISACTION.
110FOREIGN EXCHANGE ALLO-

PURSUANT TO THIS AGREEMIENITSHALL 6£
OR LETTER OF CREDIT IS'.tED
CATIONl 

LESSTHANTEII UNITED STATES DOLLARS TOOLIN AllAIIDUIIT THOUSANtD 

EXCEPT AS AID MAY OTHERUISE GR!E INWRIITIO. 


SECTION 5.6. PRIVATE SECTOR.THEGRAIITEE TO TAKEALL

19,6001, 


COVENANITS 

NECESSARY STEPS TO NAKE AVAILABLE TOTHE PRIVATE SECTOR NO LESS THAN 


OFTHEGRANT.EIGHTY PERCEIITOFTEEPROCEEDS 
THE	GRAITEE COVEIIHTS TOUSEITSBEST 

OFUIlTED STATESOOLLARS 
SECTIOI .7. ADDITIOALITY. 

AT LEAST
EFFORTSTOEIISUR,THATANAMOUIlT 


EQUALTOFIFTY (50) PERCENT
OF THIS GRANTWILL BEMADEAVAILABLE TO 

THE PRIVATE SECTOR III ADDITIOl TOTHEAMOUIIT RAVETHATWOULD 

BEEN AVAILABLE ABSENT THIS GRANT.
 

SECTIOII
5 .:. 4,:ERATIOI AID USE OFLOCALCURREfNCY. 

(Al~E~GRANTEEVILL ESTABLISH A SPECIAL IN THERESEPVEACCOUIT BANK 

AD WILLDEPOSITTHEREIN OF THEGOVERIIMEMTOFCURRENCY 
TO THEGRANTEE 

ATZIMBABWE 
OR ANYACCURINGZIIIBABVE IN AMOUNTSQUAIT0 PROCEED. 

THErEOF AS A RESULT OF THE SALE OF THE ELIGIBLEAUTHORIZED AGEIICY 


SHALL FORIUTUALLYFUIlOSIN THESPECIALACCOU1IT BE UTILIZED AGREED 

140% I AI01 

EXCEPT AS AID HAY OTHERWISE AGREE IN WRITING,,OrPO;wII"- To1H 
SALISI 06412 02 OF 2 1010251 AUJ9 0 


(C) 

DUE 	AND PAYABLE QUARTERLY UPOlN
SPECIAL ACCOUNT SHALL BECOlIl 	 Afl'EC
 

FROMIAIDAS TO 'II.SUREIIENTSMIADE THEAfsCLIIIIT.UNDE[R1 
ACCOUITING(0)THEGRAIIIE[ PROVIDE AID WITHA DETAILED OF TIHWILL 

USE
 
THETIINGIANDFORMAT PEPOPYVFORSUCH VILL 

BE SPECIFIED 114salIIIFLFHENTATIOII LEITTE. 
OFSUCIILOCALCURREIICY; 

RLAIIC(^ OFFUNDS III 
ACCOUNT IERnIHATIOII HEREUIIOER
(E)ANYLIICUMBERED WHICHREiAIN THA SPECIAL 

BE Ol3.4:0UPONl OFASSISTArlCE SOAeLL 
TO APPLICABLE LAW,BEAGREEDTOASMAY,SUBJECTFORSUCHPURPOSES 

GRAITEEAlo AID 
SECTION S.S. COIIIIIIUIIIG CONSULTATION. 
BETWEEN 

THEGRANTEE AND AID AGREE It 

COOPERATE FULLY TO ASSURE THAT THE PURPO'E OF THE ;PAIiT WILL IF 

ACCOIlPLI 'NED. TOTHIS EN1O,TiH GRANTEE AltoAID SHALL fTGI fIE TO 
THEIRAT THEREQUEST PARTY,EXCHANGEVIE. THROlUGHlOF EITHERTIME, 

OEVFtCP'LIIT ,.TO IHE GRANTEE'S ECONO:IIC 
OF ITS RECOIISTAUCTI''I 

REPRESEIITATIVES WITHREGARD 	 l .191"
ITS PROGRESSIII ACHIEVIIIG THEOBJECTIVES 	 2 

TI:[ LEVELOFCURRECITPEIIDITIJ I 0:
DEVELOPMEIT PRORA, IIICLUDIING 


BYTHE{hIAITLF I
POSITIO9IANDTHEPERFORI!PliCE 
THEPERFORMACE CFCOISULTAiT 

ITS rOREIGII EXCHAI!GE 
TIllS AGFEEHEItT, 

REATIIIG TOTHIS 
ITS OBLIGATIONS UNrDER 

MATTERSORSUPPLIERS UiDER THEGRAIIT,ANDOTHER 

A&REECIENT. 
FORONE PERCENTUSIICEOFLOS 

PROPOaAL.CIIEPER CEIITrIG' 
C. US 	USE LOCAL CURFETNCY.ALLOWAICE 

CLRREICY hASALVAYSEEI PARTCFGRANIT 

BETHE FIGURERESERVED
FOR 	U,
VALIDREMIAINS ANDDOLS500,0o WOULD 

USE.
 
THECEILINIG or .0 PE,EHT rGR PL-.LIC0. PUBLIC SECTORPROCUREIICIT. 

F14URE 0:1PO 37 01 ODIFT
SECTOR PROCUREIF.I I TO BE MIAINTAIHED. 

BLCHAIIGED MILLION. 
AO ESTIMATE)T:MhII'a OF IIIPLF 

PAAD 	SHOULD TODOLS10 
SEOUEJICE 

;11d CALV 
E. IMPLEHENTATICII SCHEDULE. 


AP:UOVAL 

S1l1llrU OFAGREE1fEIlT, INI IfPLPLhII.ATIOII .C11L'IVF 
ATION PLAiNIS UIICII1HAED.ASSUNIIIG LATEJAIIUAY 

ALLDATES 


PG34-35 SHOULDSIMPLY EF ADVANCEDBY THREE ION;THS.
 
FEBRUARY 

rc
3. 	IFADDITIONAL FIELD IMPUT OR IIPLEIIEIATION DETAILS REQuliat 


PAAD,
 
SUGGEST AIDIW CONTACT JOII LEWIS WHO VILL CE PROJECMANAGER. 

LEWI*
 

UIITIL 	 EARLYJA1IUARfAriOCVIR41111A PURPOSES 


BE CONTACTED THROUGH PETEHAGEII 

IS IN NEARBY FORLEAVE 

IN SER/COM. 

OR
ANY REO O COMIMENITS
4. 	 FOR REODO: WOULO 'iCLCOIE 
KEELEY
ADOITIONS TOTHEABOVE. 

PLANSUBMITT( BY GRANTEE ACCOTOAIICEIli
ASSETFORTIIIN THE 

WITHSECTION 2.1 (DI OF THIS AGREEMENT 
PURPOSES 

AGREED 
OFTHEFUIIDSINlTHESPECIAL 

AIIDFOROTHERMUTUALLY 

THATSUCHUPOl PURPO:rS, PROVIDED PORTIOlN 
AS MAY BEDESIGNIAED BYAID SHALLBE MADEAVAILABLE TOflEET 

THEREOUIRETEHTS 
AC1.OUNT 


OF TIlEUNITED STATES. 

(8)III THEEVENlT,'AT ELIGIBLE ITEMS FIIIArICED UNDERTHEGRANTARENOT 
WITHPARAGRAPHfItLREOF DEPOSITEO IIIACCORDAIICE 

EXCEPTASAID "AYOIHERWISE 
SOLDAI1OTHEPROCTIOS 

$.I rPRATEEWILL,(HIOF THIS SECTIONI 
AGREE
 

IN WAITING, DEPOSIT IITO THESPECIAL ACCOUNT AMOUNTS EQUIVALENT TO
 

THE
 

US DOLLAR FORSuCHUIISOLD ITEMS; SUCHDEPOSTISELIGIBLEALLOCATION 
WILL
 

RATESPREVAILLII 1 ONTHEDATEOFIIIPORTA-BEBASEDUPONITHELXCHAIIGE 
TIGII
 

OF ZITOABWE
PRO'ID 

IS,NOT QNLAWFUL IIIZIMBABVE.
 

OF THE ELIGIBLE ITEMS ,.'IIICH . THE LARGEST IIUHBE(R 


DOLLAR PER US DOlLAR THAT 


UIICLASS IFIED
 



I "ITIAL E.IV IRMI.ETAL EXA,.IN,I., Annex F 

ORL 

"CATEGORICAL E'XCLUSIO[I
 

pr: ct ntry: Zimbabwe 

Fr*-t 7irle: Commodity,Import Program - 613-0216 

F in FY (s) 1982 550,000,000 

TEE-re:.-ed by: N/A 

r.v .. - Recommended:Action N/A 

P:s:tive Determination
 
'-z ive Determination
 

C ..:9":al Exclusion:
 

This .:.iv.ty eets the criteria for Categorical Excluso3 in 'accordance -'
 
Se. : .216.2 (C)and is excluded from further revie..; t"se:
 

The subject activity will provide assistance in procuring commodities:
 

rather than carrying out specific projects. Since A.I.D. will not have
 

prior knowledge of the commodities procured nor control of their
 

use in the host country, this activity qualifies under section
 

216.2(c)(2)(ix) of Regulation 16 for a categorical exclusion from
 

the requirement of an Initial Environmental Examination.
 

1 

APO.'E ' -au Environmental offDcI FC 

ATE - AF.. Dat'-

C'er::.:GCIPFR -X Date __ 

... .. " - T ' I l 


