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Preface

Since the last Zimbabwe Country Economic Memorandum (A Strategy for
Sustained Growth) was issues in 1987, Zimbabwe has embarked on a comprehensive
structural adjustment program to achieve more rapid growth and employment expansion.
While good progress has been made in implementing most aspects of this program since
1991, the supply response has been slower than anticipated. This is partly a result of
severe drought exacerbating transitional difficulties, but it raises the question of what else
needs to be done to realize Zimbabwe's potential for sustained higher shared growth.

This report documents development achievements to date and explores options for
Zimbabwe to attain more rapid growth, expand employment and reduce poverty. While
commending many of the initiatives already undertaken to improve human resources and
improve the enviromnent for private sector development, it highlights the need for further
actions in three key areas:

* nmore supportive macroeconomic management, with smaller fiscal deficits
and zero public enterprise losses,

* improvement to the incentive environment, with particular reference to
land use and the competitiveness of exporters; and

* focusing pubic expenditure on human resource investments and other
initiatives to support sustained poverty reduction and provide
infrastructure needed for growth.

This report was prepared by a team consisting of Mr. Lloyd McKay (Task
Manager), Ataman Aksoy, Jinhyung Chu, Peter Ellis, Stephan Malherb, Vargha Azad
(AFIMI); Fred King , Steven Jeffee (AFIAG); Keith Hasen (AF1HR); Kapil Kapoor,
Ame Disch (AF1ZB), and Elene Makonnen (ESP). It benefited greatly from advice and
review comments provided by Gene Tidrick, Luis de Azcarate (AF 1 DR), Ataman Aksoy
(AFIMI), Robert Christiansen (AFT). Robert Andersen (SA2C1) was the peer reviewer.
Secretarial support was provided by Mary Green and AF 1 MI Secretarial Support Staff.





PART A. MACROECONOMIC PERFORMANCE AND
MANAGEMENT

CHAPTER 1: ECONOMIC DEVELOPMENT SINCE
INDEPENDENCE

1.1 Zimbabwe's macroeconomic performance and management can be characterized by:

* sluggish output and export growth;

* a recovery of investment since the mid 1980s, but little increase in
formal sector employment; and

* substantial structural reform since 1991, but continued unsustainable
fiscal deficits.

This chapter analyzes macro economic developments in Zimbabwe under these three broad themes
and then options for improving macroeconomic management as a necessary condition for realizing
the nation's potential for accelerated economic growth and sustained poverty reduction.

A. Sluggish Output and Export Growth.

1.2 Unlike most of its African neighbors, the Zimbabwean economy is broad based and highly
diversified with industry accounting for about 35 percent of output, agriculture about 16 percent,
mining and quarrying about 6 percent, and the service sector the remaining 44 percent (see Figure
1.1). The rate of growth of output in the post-independence period in Zimbabwe has been modest
(averaging about 2.5 percent per annum), reasonable evenly spread across major sectors, but
uneven over time. While economic performance during the first year of structural adjustment,
1991, was encouraging, with the economy growing by 4.3 percent, the drought of 1992 caused
output levels to decline by over 6 percent (see Table 1.1). Incomes were severely eroded and the
drastic decline in purchasing power. The shortfall in domestic demand, compounded by the tight
monetary stance of the Government and the resulting high interest rates, delayed the recovery
process which only started to take hold in the second half of 1993. Preliminary estimates indicate
that output grew by about 4 percent in 1993 and growth in 1994 is expected to be about 4 percent;
hence GDP per capita remains below its 1991 level.

1.3 Manufacturing. Zimbabwe is one of the most industrialized countries in Africa, with the
manufacturing sector producing a wide array of commodities ranging from food and clothing to
fertilizers and chemicals, metal products of all kinds, electrical machinery and equipment and
motor vehicle assembly. Next to agriculture, it is one of the most important sources of
employment in the economy providing livelihood to about 16 percent of the formal workforce in
1992
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Figure 1.1

Zimbabwe: Structure of Output, 1990-93 Average
Percent of Current GDP

ConstruCaon 8%

Elicticty/Water 8%

Servicoe 44%

Industry 35
ManulfacturIng 84%

Agriculture 1% 

Table 1.1: Zimbabwe: Sources of Growth & Sectoral Composition of Output

Average Annual Growth
(Constant Prices)

Preliminary
1980-1990 1991 1992 1993

Manufacturing 2.8 2.8 -9.5 -8.3
Other Industry 2.9 -4.4 6.7 1.0
Agriculture & Forestry 2.4 3.1 -24.4 48.5
Mining and Quarrying 1.0 5.5 -5.5 1.9
Services 3.3 6.0 -1.5 1.0

GDP at Factor Cost 2.9 4.3 -6.2 4.0
Source: Staff calculations based on data provided by the Central Statistical Office.

1.4 Notwithstanding its relative sophistication and importance to the economy, the rate of
growth of manufacturing output has averaged less than 3 percent per annum in the post
independence period. The reasons for this modest performance are, to a large extent, a reflection
of the policy environment, characterized by extensive price controls, investment controls and a
highly regulated foreign exchange allocation system, with which the sector has had to contend for
nearly three decades. Furthermore, as a result of these policy distortions, the sector, over the
years, has become excessively inward-looking and dependent upon the limited domestic market (see
Chapter 5).

1.5 All the growth achieved by the manufacturing sector during the 1987-91 period was
dissipated during 1992 and 1993 when the manufacturing sector contracted sharply as a result of
the dramatic fall in domestic demand. Further, manufacturing activity has been dampened by tight
monetary conditions. High interest rates, together with the depreciation of the Zimbabwe dollar,
have made imported inputs significantly more expensive. This, together with weak domestic
demand and continuing global recession, caused several manufacturing establishments to limit
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operations, retrench workers and put expansion projects on hold. The decline in manufacturing
output, which commenced in February 1992, continued well into 1993 and, despite the upturn in
business confidence and a revival in manufacturing activity which became evident by mid year,
manufacturing production was about 8 percent lower in 1993 compared with 1992. While most
industries operated below capacity, particularly hard hit were the transport equipment sector, the
wood and furniture sector, textiles, and the metal and metal products sector. The revival in
manufacturing activity experienced during 1994 has been largely driven by the increase in domestic
demand for manufactured products resulting from the recovery in agricultural incomes.

1.6 Evidence from surveys conducted recently in Zimbabwe' shows that, as a result of the
ongoing reform program, there have been important changes in the manufacturing sector and there
is evidence that resource allocation is changing in the intended direction. In the 1991-93 period,
exporting companies have grown at a substantially faster rate and are also exhibiting higher gross
investment levels. The fall in employment, which has been a common feature in several industries,
is also markedly less in companies with a higher percentage of exports in total turnover. Labor
intensive sectors, such as wood products and textiles, have benefited from the sharp reduction in
real wages, reinforcing the expansion of exports. Survey data also indicates a rapid increase in the
number of black entrepreneurs in the economy. These data indicate that black Zimbabweans
accounted for almost two-thirds of the firms founded since 1990.

1.7 Agriculture. Although the share of agriculture in GDP is smaller in Zimbabwe than in
most other countries in Africa, the economy is highly dependent upon agriculture, with the sector
providing some 70 percent of total employment and 40 percent of merchandise exports.
Approximately 60 percent of manufacturing value-added is either related to agro-industry or to the
provision of inputs into agriculture. Many services, including a sizable proportion of domestic

2trade, are closely associated with agriculture. The performance of the agriculture sector in
Zimbabwe, as in the manufacturing sector, has been modest with agricultural output growing by
about 2.4 percent on average per annum during the first decade of independence. While
agricultural output grew rapidly in the early-to-mid 1980s as a result of expanded plantings and
yields of maize, cotton, and several other crops, underpinned by heavy public sector support in
marketing infrastructure and credit, it has been stagnant since then, with smallholder agriculture
experiencing declines in output and productivity. Although an important reason for this mediocre
performance is the variability of rainfall which has resulted in frequent droughts of varying degrees
of intensity, the more fundamental causes for poor performance have been declining producer
prices in real terms, reduced availability of formal sector credit, declining effectiveness of research
and extension services, and a contraction of public sector marketing services (see Chapter 4).

1.8 Since the introduction of the structural adjustment program, the Government has announced
and begun to implement a series of far-reaching marketing and pricing policy reforms which, over
the short-to-medium term, will have a strong impact on the systems for marketing several major
commodities (see Box 1.1). The policy changes represent a significant move away from the past
highly interventionist system of crop procurement, pricing, and marketing. Parallel changes in
import licensing and foreign exchange retention have increased the availability of inputs required
by farmers and agro-processors.

ISee, for example, Jan Willem Gunning, ed., The Manufacturing Sector in Zimbabwe: Dynamics and Constraints, April
1994, Free University, Amsterdam and University of Zimbabwe, Harare.
2For further details about the structure of Zimbabwean agriculture and issues confronting the sector, see
Zimbabwe: Agriculture Sector Memorandum, Report No. 9429-ZIM, World Bank, May 31, 1991.



4

Box 1.1: Recent Changes in Agricultural Marketing and Pricing Policy

Some of the recent policy changes in the agriculture sector include: 

Maize Yellow maize can be traded freely in the domestic market without any price, or marketing restrictions.
Pricing and marketing of white maize for the 1994/95 marketing season has been deregulated in all parts of the country.
The Grain Marketing Board (G2MB) will operate as a residual buyer and seller defending a floor price, but will retain its
monopoly over maize exports.

Cotton Producer prices of cotton have been market determined for the past two seasons, with the Cotton Marketing
Board (CMB) negotiating prices with producers. With effect from the 1994/95 marketing year, the monopoly of CMB
has been eliminated and regulations restricting entry by others in the domestic marketing and processing of coton and
cotton products will no longer apply except for those relating to health, safety, and the environment. The Cotton
Marketing Board will soon be run as an autonomous, albeit completely Government owned, commercial company.
Oilseeds Soyabeans and groundnuts have ceased to be controlled crops:and, with effect fro: 199 495i

Oilseeds Syaen rdgonnthaecaetobcotoldcosadwihefcfrm1995 sunflowers Ywill
also cease to be controlled, with private traders being allowed to buy and process the oilseeds. GMB continues to be a
buyer of last resort but is free to set its own prices.

Beef Pricing and marketing of beef has been liberalized with effect from the 1994/95 marketing season. Slaughter
quotas at all abattoirs have also been eliminated and private traders will be allowed to participate in the marketing of beef
subject only to conforming to stipulated hygiene and public health standards.

Dairy Responsibility for the licensing of dairy enterprises will shift from the Dairy Marketing Board (DMB) to the
Ministry .of Lands, Agriculture, and Water:Development with effect from 1994/95 and new entrants will be encouraged in
the processing; marketing, and exporting of dairy products. The DMB will be transformed into a wholly Governent
owned commercial company.

1.9 Evidence of a supply response to the recently introduced market reforms has come in
several forms, including the emergence of urban hammer millers and of small-scale oil expressors,
and a growing interest on the part of commercial farmers to produce commodities for export.
Broader interest is also emerging in the production of value-added agricultural products, including
ethanol, animal feed, and canned, frozen, and dehydrated foods. At the same time, there has been
a continued expansion of the country's export-oriented horticultural industry as evidenced by
double-digit growth rates in trade, by a large expansion in citrus plantings in the past three years,
and by the growing numbers of large- and small-scale commercial growers entering into cut flower
production. Citrus production is projected to expand dramatically to 1998, with the annual rate of
increase going from 14 percent at present to 47 percent a year in the near future. In a few years,
Zimbabwe has become the third largest supplier of imported cut roses into Europe, and the fourth
largest supplier of all imported cut flowers. Similarly, there has been a significant increase in the
export of fresh off-season vegetables such as mange-tout peas, sugar snap peas, cherry tomatoes
and baby sweetcorns.

1.10 A continuation in the supply response to the market reforms will require clearer definition
and implementation of outstanding policy issues. One area requiring attention will be the future
role of major marketing boards in the newly created, competitive, marketing environment, i.e.
their commercial and non-commercial activities, the financing of their current operating costs and
past debts, their future financial and legal structure, and the use and disposal of certain marketing
facilities. Another critical area will be the strengthening of agricultural support services, especially
those directed to communal farmers. The Government recognizes that measures must be taken to
improve the generation and transfer of agricultural technologies on a sustainable basis. Clearer
definitions of priority tasks as well as innovations in the financing and delivery modes for
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agricultural services will be necessary if Zimbabwean agriculture is to remain internationally
competitive and if the full potential of smallholder farmers, in terms of productivity, incomes, and
employment-generation, is to be realized.

1.11 Mining. Zimbabwe is a mineral abundant country. While over 40 different types of
minerals are produced, approximately 85 percent of mineral production is derived from gold,
asbestos, nickel, copper, coal and chrome ore. In 1992, the formal mining sector employed about
50,000 people, contributed about 5 percent to GDP and accounted for about 23 percent of total
export earnings. Most of the minerals are exported in their raw form or as semi-processed metals.

1.12 The drought-induced cuts in power supply and the progressive hikes in power tariffs
resulted in mining value added being lower in 1993 and 1992 than in 1991. Notwithstanding this
decline, the value of mining production has been rising steadily in recent years, in local currency
terms, largely as a result of currency depreciation. In fact, exchange rate depreciation induced
improvements in the Zimbabwe dollar prices of most major minerals have steadily resulted in an
increase in the annual value of mineral output from Z$986 million in 1988 to about Z$3.5 billion in
1993. Although mineral prices continue to remain extremely volatile in the world market, there is
considerable optimism within the mining sector in Zimbabwe over its medium-term prospects and
the sector has continued to attract new investment. There have been fresh injections of capital in
gold mining, resulting in an increase in production capacity. Diamond mining, platinum and coal-
bed-rnethane are a few of the other areas which have attracted significant investor interest.

1.13 Tourism. Zimbabwe's attraction as a tourist resort stems largely from the wide variety of
scenery, flora and fauna of the country, one of the best climates in the world. Despite its natural
attractions, very limited tourism development occurred during the decades preceding independence,
since the nation was under an effective global embargo imposed by the United Nations. Visitor
arrivals, which peaked in 1972 at the 400,000 mark, fell to 270,000 in 1975 and further to 79,000
in 1979, of which 80 percent were from Southern Africa. There was slow growth in visitor
arrivals until the late 1980s.

1.14 The tourism sector presently relies heavily on regional markets and there has been very
little diversification of the tourism source markets. There is a strong VFR (visiting friends and
relatives) component to Zimbabwean tourism, owing to the close ethnic links between the various
population groups in the country and other neighboring states. Consequently, the largest group of
visitors are from Southern African countries (about 58 percent) with approximately 40 percent
visiting friends and relatives and 18 percent on commercial holiday. Southern African visitors tend
to be low spending, with about 52 percent of the visitors using private homes for accommodation.
The most important overseas market, the UK, also showed a high VFR component (21 percent),
but a stronger tendency for commercial holidays and thus to utilize commercial accommodation.
North American and European visitors had a comparatively low VFR profile (between 11 and 12
percent) and stronger tendencies for commercial holidays. In terms of expenditure while in
Zimbabwe, visitors from the United States are clearly the most valuable for the country spending,
on average, US$2,440 per person per visit in 1992. These are followed by visitors from Europe
and the United Kingdom. Visitors from South Africa, who spent an average of US$15 per person
per visit, are at the bottom end of the spending scale. However, this probably underestimates the
contribution of South African tourists to the economy since there is a significant amount of
"payment in kind" by these visitors.
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1.15 In 1992, upwards of 700,000 visitors arrived in Zimbabwe, providing employment to about
15,000 full-time workers and contributing approximately Z$550 million to foreign exchange
earnings. New employment creation in the sector has been growing at an annual rate of about 20
percent, far in excess of other sectors of the economy. Between 1980 and 1992, the total number
of visitors has grown at an annual average rate of about 10 percent, which is well above the
international norm for tourism. Over the same period, the share of tourism receipts as a percentage
of GDP has also increased from 0.8 percent in 1980 to about 2.6 percent in 1992, reflecting the
growing importance of the sector to the economy. In fact, if the indirect and induced effects of
tourism are taken into account, the share of the sector, in both employment creation and GDP, is
probably much greater. For example, it has been estimated that tourism in Zimbabwe accounts for
approximately 60,000 jobs, i.e. about 5 percent of formal employment within the economy, if
tourism-related sectors are taken into account.3

1.16 Exports. Zimbabwe is heavily dependent upon the export of five basic commodities -
tobacco, gold, ferro alloy, nickel, and cotton lint. Together these five commodities account for
about 60 percent of total exports. The country's major trading partners are the UK, Germany,
South Africa, Japan and the US. The fact that the policy environment during much of the past
thirty years has been characterized by an anti-export bias, has meant that the share of the export
sector in GDP has remained relatively flat at about 30 percent. As a result, Government had to
rely upon a stringent foreign exchange allocation system to ensure balance of payments viability.

Table 1.2: Zimbabwe: Composition of Exports
(In Millions of US Dollars)

1990 1991 1992 1993
Agriculture 568 698 631 408
Mineral 451 439 353 402
Manufactured 675 590 563 637
Re-exports, etc. 59 58 83 137

Total 1753 1785 1530 1584
Source: Data provided by the Reserve Bank of Zimbabwe

1.17 With the advent of the adjustment program in 1991, the Government has been attempting to
correct the anti-export bias and substantial changes have been made to the exchange and trade
regime (see Box 1.2). These changes in policy have resulted in improving the access of the private
sector to scarce foreign exchange and there are early indications of a modest supply response from
non-traditional exporters. The drought of 1992 neutralized, at least in the short run, the beneficial
effects of the improved policy environment and the export of goods declined from US$1.8 billion
in 1991 to US$1.5 billion in 1992, a decline of about 15 percent in nominal terms (see Table 1.3).
While the drought-induced domestic recession reduced the demand for regular imports, drought
related imports in 1992 amounted to approximately US$400 million, as a result of which the
current account deficit increased markedly from US$547 million in 1991 to US$840 million in
1992, or about 15 percent of GDP.

3Brian Deane. The Economic Significance of Tourism in Zimbabwe. November 1993.
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Box 1.2: Evolution of the Exchange and Trgde Regime

Since the inception of the adjustment program, the Government of Zimbabwe has made significant progress in
liberalizing the country's exchange and trade regime.

* The Export Retention Scheme (ERS) was introduced in October 1990, allowing exporters to retain a percentage of
their export earnings. While the original retention rate was 5 percent for mining and agriculture and 7.5 percent for
other sectors, these rates have been gradually increased and, effective April 1, 1993, the retention rate for all sectors
was 50 percent. Furthermore, while the utilization of retained foreign exchange was originally limited to the
importation of raw materials and capital goods for the exporter's own operations, it was subsequently modified and
expanded to allow ERS entitleinents to be used to import almost any goods, key services, and to be freely traded in
the domestic market, through commercial banks and authorized dealers.

* A restricted OGIL system was introduced in October 1990, initially to provide imported inputs for the cement,
packaging, textiles, and mining industries. The list was subsequently expanded in February and July 1991 and an
unrestricted OGIL system was introduced in July 1991. Under the unrestricted OGIL system, importation of goods
included in the OGL list, which was further expanded in December 1992 to cover about 20 percent of imports, do
not require an importer's license.

* The Export Revolving Fund (ERF), which had been established in 1983 to provide exporters with foreign exchange
to import inputs for meeting verified export orders, was replaced by the Export Support Facility (ESF) which
provides foreign exchange for financing the raw material requirements of exporters who do not have sufficient ERS
resources.

* In June 1993, the Government introduced foreign currency accounts (FCDAs) wbereby individuals were allowed to
freely transact in foreign exchange at a market determined exchange rate, with no questions asked, effectively
liberalizing current account transactions for individuals.

* In January 1994, the Governmnent introduced FCDAs for the corporate sector, allowing exporters to retain 60 percent
of their export proceeds with commercial banks and permitting free transactions in foreign exchange at a market
determined exchange rate- At the same time the trade regime was substantially streamlined with the abolition of the
OGIL, ERF and ESF.

* In January 1994, exchange control regulations were substantially relaxed with large increases in the allowances for
business and holiday travel, education, health care, etc. A decision was also taken to allow the opening of foreign
exchange bureaus and exteral borrowing by the private sector up to US$5 million, without the approval of the
External Loans Coordinating Committee, was authorized.

* In July 1994, the exchange rate was unified and exporters allowed to retain 100 percent of their export
earnings.

1.18 Estimates for 1993 indicate that the overall value of merchandise exports and non-factor
services was about 6 percent higher than in 1992, with merchandise exports growing by slightly
less than 4 percent. The significant improvement in the service account was the result of a 20
percent increase in tourist travel receipts. Tobacco prices during the latter half of 1993 continued
to be weak with tobacco earnings, which peaked in 1991 at over US$500 million because of
exceptional international prices, declining by about 40 percent in nominal terms to about US$325
million. However, as a result of a reduction in the anti-export bias, there is evidence of increasing
exporting activity in a number of non-traditional areas such as horticulture, footwear, furniture,
garments and textiles, chemicals, etc.; footwear and textiles have experienced the largest increase
in exports in recent years (see Chapter 5). Increased export earnings, combined with the severely
depressed import levels on account of the domestic recession, resulted in a current account deficit
of 5 percent of GDP in 1993. Increasing import levels to meet the development needs of the
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country, while at the same time reducing the deficit to sustainable levels, will require aggressive
action aimed at further increasing exports and diversifying the export base. Actions in this area
need to include continued supportive exchange rate management aimed at maintaining a stable
pattern of relative prices and export profitability, timely relief from the cost increasing effects of
taxes on imports, adequate pre and post shipment credit at competitive interest rates, ready access
to needed material inputs, competitively priced capital goods and efficient export infrastructure and
administration.

Table 1.3: Zimbabwe: Balance of Payments

In Millions of US Dollars
prelm

1983 1985 1987 1988 1989 1990 1991 1992 1993
Imports of Goods and NFS 1487 1211 1382 1537 1740 2002 2315 2437 2011

o/w Goods 1154 1124 1073 1157 1319 1512 1700 1781 1462
Export of Goods and NFS 1298 1229 1606 1850 1897 2018 2055 1835 1952

o/w Goods 1070 922 1455 1669 1692 1753 1785 1530 1584
Resource Balance -189 18 224 313 157 16 -260 -602 -59

Net Factor Income -198 -126 -214 -240 -213 -272 -289 -278 -255
o/w Interest -162 -175 -158 -162 156 187 221 217 217

Private Transfers 0 45 -11 -13 -20 -2 2 40 26

Current Account Balance -387 -153 -1 60 -76 -258 -547 -840 -288
(Excluding Grants)

Direct Foreign Investment -2 3 -86 -57 47 -12 10 6 24
Grants 41 55 80 66 79 108 95 242 174
Net M&LT Capital 163 79 99 93 86 147 285 467 240

Disbursements .. .. 297 308 306 378 535 765 610
Repayments .. .. 198 215 220 231 250 298 370

Shorts Term Capital, Net 91 -1 2 14 3 15 143 -26 89

Errors and Omissions 35 104 -7 -67 -98 -28 -111 24 -65

Overall Balance -59 87 87 109 -53 -28 -125 -127 174

Financing: 59 -87 -87 -109 53 28 125 127 -174

Gross Reserve 15 -95 -46 -34 47 -42 -81 -4 -209
(- = increase)

FCA Reserves 0 0 0 0 0 0 0 0 -2
(- = increase)

Use of Fund Resources, 44 8 -103 -73 -36 -22 -5 226 26
Net
Other Liabilities, Net 0 0 62 -2 42 92 211 -96 -58
Source: Staff calculations based on data provided by the Govermnent Authorities.

1.19 External Debt. In recent years, there has been a significant increase in the stock of
outstanding external debt, reflecting not only the weakening external position, but also the
reconstruction needs of the economy. At independence, Zimbabwe's stock of debt outstanding
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stood at US$786 million, or about 16 percent of GDP. Following independence, and the need for
substantial external financial resources required for reconstruction and rehabilitation of economic
infrastructure, debt levels rose significantly to US$2.4 billion in 1985, representing about 52
percent of GDP. More than 70 percent of this was from non-concessional commercial sources.
This resulted in a hardening of the average terms of the country's debt and debt service payments
rose rapidly. The debt service ratio increasing from about 9.5 percent in 1981 to 29 percent in
1985. Since then, there has been a substantial reduction in conmnercial bank exposure and the
country has increasingly tried to finance its development requirements from long-term concessional
official sources. While at the end of 1991, total medium and long-term debt amounted to US$2.8
billion or about 46 percent of GDP, this had risen to US$3.8 billion by the end of 1993, or about
69 percent of GDP, partly as a result of the need to finance the 1992 drought related expenditures.
In addition, short-term debt amounted to approximately US$500 million. Presently, multilateral
and bilateral creditors each account for about 25 percent of the stock of debt, with the World Bank
group accounting for about 50 percent of all multilateral debt. The remaining debt is owed to
private creditors, including export credits. The average interest rate under which external debt has
been contracted is 4.5 percent, with an average maturity period of 25 years and an average grace
period of 6.4 years, implying an overall grant element of about 41 percent. Reflecting in part the
significant decline in export earnings in 1992, Zimbabwe's debt service ratio increased from 22
percent of export earnings in 1991 to 28 percent in 1992 and 30 percent in 1993. While the
country has remained current on all external debt obligations, the rising level of indebtedness in
recent years highlights the importance of continued prudent debt management.

1.20 Exchange Rate. As shown in Figure 1.2, the deterioration in external balances resulted in
an acceleration in the depreciation of the Zimbabwe dollar such that between July and September,
1991, the real effective exchange rate depreciated by 19 percent. Following the large depreciation
in September, 1991, the authorities maintained a stable nominal exchange rate during the following
twelve month period. By October 1992, the real effective exchange rate had appreciated by about
33 percent against the basket of trading partner currencies, due to the rise in domestic inflation.
This led the authorities to depreciate the Zimbabwe dollar by about 15 percent, in real terms on a
trade-weighted basis, in early 1993. For most of 1993, the value of the Zimbabwean dollar against
the currency basket was held stable, during which time the margin between the official and the ERS
market exchange rate declined from about 30 percent to about 20 percent. On January 1, 1994, the
Zimbabwe dollar was depreciated by an additional 17 percent and a two-tier exchange rate system
adopted with the Reserve Bank quoting an official exchange rate for Government imports and debt
service requirements and a market determined exchange rate determined by an interbank market for
all other transactions. Since then, however, import demand has been weaker than expected and
exports have been stronger, resulting in an appreciation of the exchange rate from Z$8.5 to about
Z$8. 1, before falling back to 8.5 again. In July 1994, the Government abolished the official
exchange rate and adopted a floating, unified exchange rate system.

1.21 Maintaining a prudent fiscal stance under a floating exchange rate regime is extremely
important. An increase in real interest rates, as a result of the combination of tight monetary policy
together with inadequate fiscal correction, would result in an inflow of capital which, in turn,
would exert upward pressure on the exchange rate. The resulting appreciation of the exchange rate
would decrease the price of imported goods and reduce the incentive for exporting, thereby hurting
the external balance. Under these circumstances, timely management of the exchange rate is
needed to maintain competitiveness and macroeconomic stability.
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Figure 1.2: Real and Nominal Effective Exchange Rate
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B. Investment Recovery but little Employment Growth

1.22 Consumption, Savings and Investment. The relationship between consumption, savings,
investment and other macroeconomic aggregates, can be summarized by the following identity:

CA = (S - I) + (T - G)

where CA is the current account balance; S is national savings; I is investment expenditure; T is
taxes; and G is government expenditure. As this identity demonstrates, the current account reflects
the imbalance between the domestic savings and investment of the private sector and/or the
imbalance between government expenditures and revenues. It, therefore, presents an array of
macroeconomic options to the policy maker. First, restoring the current account balance
necessitates either an increase in domestic savings relative to investment or an improvement in the
government's fiscal deficit. Second, given the level of savings and investment, there is a direct link
between the fiscal deficit and the balance of payments current account deficit; an improvement in
the fiscal position will also improve the current account. Third, an increase in investment to
expand the productive capacity of the economy will result in a deterioration in the current account
deficit unless it is met by an increase in domestic saving or by a reduction in the fiscal deficit.
Finally, for a given level of current account deficit targeted by the government, an increase in the
fiscal deficit which is not accompanied by a corresponding increase in savings will require a
reduction in investment expenditures to restore macroeconomic balance. Thus, maintaining
macroeconomic stability necessitates difficult trade-offs, with the adoption of different policies
being associated with a different set of consequences for key macro variables. Governments have
to choose between these various options, recognizing in the process that whatever decisions are
made will entail some unpleasant trade-offs.

1.23 Historically, the imbalance between aggregate demand and supply in Zimbabwe did not
manifest itself as high inflation, or result in a severe deterioration in the balance of payments, since
the economic system was characterized by the existence of an extensive set of price, interest rate,
and import controls. Zimbabwe's system of administered foreign exchange allocation was
extremely comprehensive, with strict controls over both current account and capital account
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transactions, which served to dampen private sector credit demand. The system of investment
licensing and price controls further restricted private sector demand, while the fairly sophisticated
financial system was able to mobilize a significant amount of private savings to finance the public
sectors borrowing requirements. The administered allocation of foreign exchange effectively
ensured control over most capital account transactions, thereby ensuring that most of the domestic
savings were retained within the country. As a consequence of the high private savings and
repressed credit demand, financing the public sector deficit did not lead to excessive pressure on
interest rates or result in excessive crowding out of the private sector. However, while this pattern
of stabilization and deficit finance succeeded in avoiding severe macroeconomic distortions, it
clearly resulted in an environment which was not condusive to employment creation and sustained
economic growth. With the gradual liberalization of the economy; the relaxation of foreign
exchange, price and investment controls; and the move to a more market friendly regime with the
private sector playing the role as the primary engine of growth, the underlying macroeconomic
imbalances accumulated over the last decade have started to surface, as evidenced by increased
inflation and double-digit real interest rates.

Table 1.4 Zimbabwe Savings-Investment Balance (as percentage of GDP)

1983 1985 1987 1988 1989 1990 1991 1992 1993
Private Sector
Gross Domestic Investment 9.4 14.3 12.9 17.3 15.5 16.0 20.6 19.9 17.9
Savings 8.4 16.7 21.2 24.4 20.1 17.8 16.7 11.0 18.0
Savings-Investment Gap -1.1 2.4 8.4 7.1 4.6 1.8 -3.9 -9.0 0.1

Public Sector:
Gross Domestic Investment 6.5 5.5 4.4 4.5 4.3 4.3 4.3 4.3 4.7
Savings 0.5 -0.6 -4.1 -1.4 -0.9 -1.3 -0.1 -1.8 -0.4
Savings-Investment Gap -6.0 -6.1 -8.4 -5.8 -5.3 -5.6 -4.4 -6.2 -5.1

Public and Private Sector:
Gross Domestic Investment 15.9 19.8 17.2 21.8 19.8 20.4 25.0 24.3 22.5
Savings 8.8 16.1 17.1 23.0 19.2 16.6 16.6 9.2 17.6
Savings-Investment Gap -7.1 -3.7 -0.1 1.2 -0.6 -3.8 -8.4 15.1 -5.0

Foreign Savings 7.1 3.7 0.1 -1.2 0.6 3.8 8.4 15.1 5.0
Source: Staff calculations based on data provided by the Central Statistical Office.

1.24 Total investment as a percentage of gross domestic product during the first decade of
independence averaged about 20 percent4 . While these levels of investment compare favorably
with other developing economies, they fall far short of the investment levels prevailing in the fast-
growing economies of East Asia and the Pacific. For example, in 1991, the investment-to-GDP
ratio was about 16 percent for sub-saharan Africa; 19 percent for south Asia; 19 percent for
countries in Latin America and the Caribbean; and about 35 percent for east Asia and Pacific
countries.5 The private sector has traditionally accounted for about three-fourths of gross domestic
investment in Zimbabwe during the past decade, with the bulk of this investment concentrated in

4Analyzing recent developments with respect to the structure of aggregate demnand in Zimbabwe is made difficult by the fact
that official data are available only through 1990; consequently, data presented in Table 1.2 for investment and hence
consumption should be treated with caution as they represent staff estimates for the 1990-93 period, based on information
vrovided by Government authorities.
World Development Report, World Bank, June 1993, p.2 55 .
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the goods-producing sectors of the economy, i.e., manufacturing, agriculture and mining and
quarrying. Investment by the public sector, on the other hand, has quite rightly concentrated on
the provision of key economic and social services and infrastructure.

1.25 Recent evidence suggests that since 1985, there has been a significant increase in
investment activity in Zimbabwe, with gross fixed capital formation growing at a real rate of about
20 percent per annum. The increase in investment has been quite broad based with all sectors
experiencing a significant increase; most of the investment has been in plant, machinery and
vehicles and not so much in buildings. By 1993, the manufacturing investment to manufacturing
GDP ratio is estimated to have risen sharply to about 30 percent, from an average of under 20
percent in the 1970-85 period. The excess liquidity position of enterprises, negative real interest
rates, and the generous system of investment tax credits are some of the explanatory factors which
resulted in the increase in investment. The introduction of the adjustment program and the first
phase of liberalization further fueled the increase in investment with the investment to GDP ratio
increasing from 20 percent in 1990 to an estimated 25 percent in 1991. Imports of capital goods
increased by about 30 percent in dollar terms between 1990 and 1991 and investment in non-
tradeable capital goods also increased. There was also a rapid expansion in the output of the
domestic manufactured capital goods sector, principally transport equipment, with output peaking
in May 1992 at 30 percent above its 1990 level. Between September 1991 and May 1993,
however, there are indications of a fall in investment, as evidenced by a decline in imports of
capital goods, a substantial decrease in approved building plans and a halving of the domestic
production of transport equipment. Investment activity appears to have picked up again in the
second half of 1993, with a recovery in approved building permits. However, capital intensity in
Zimbabwe is very high and a lot of this capital has been used inefficiently and has not resulted in a
commensurate increase in output and employment (see Chapter 5).

1.26 An important characteristic of the savings-investment behavior in Zimbabwe has been the
importance of domestic savings as a source of financing for gross domestic investment. In the post-
independence period, gross domestic savings have financed over 80 percent of total investment
expenditure; this is particularly true for the private sector which has not only financed its own
investment expenditures but has traditionally been a source of inexpensive financing for the
Government's investment and recurrent outlays. As shown in Table 1.4, the erosion in incomes as
a result of the drought had a devastating impact on domestic savings which are estimated to have
declined to an all-time low of 9.2 percent of GDP in 1992, resulting in an increased dependence on
foreign savings to bridge the total savings-investment gap.

1.27 During the past few years, there has been an increasing realization on the part of
Government that further growth in private sector investment, and a substantial increase in the
efficiency of capital use, is critical for the effectiveness of adjustment measures in bringing about
structural change, sustained growth and increased employment. Consequently, as a part of its
economic structural adjustment program, a series of new policy initiatives have recently been
introduced to make Zimbabwe a more attractive place to invest, both for domestic and international
investors (see Box 1.3). There are preliminary indications that the changes in the investment
climate are beginning to have a positive impact. Surveys conducted by the Confederation of
Zimbabwe Industries (CZI) and by the Central Statistical Office (CSO) indicate an increase in
business confidence, a point which also. Since the new policy measures were announced, investor
interest is on the increase, particularly in the Zimbabwe Stock Exchange (ZSE).
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Box 1.3: Recent Changes in InvestlDent Policy

Some of the recent policy improvements in the investment climate include the following.

* Effective May 1, 1993, all after-tax dividends resulting from new investments are remittable in full, provided these
dividends are paid in foreign exchange at the market determined exchange rate.

* All existing companies are authorized to remit 50 percent of their after-tax dividends, provided these dividends are
paid in foreign exchange at the market determined exchange rate.

* For all companies, any new foreign investment made after September 1, 1979, is now eligible for unrestricted
repatriation of the foreign exchange injected as capital in the project, provided that the foreign exchange is acquired
through ntormal banking channels at the market rate of exchange.

* Foreign investors may now buy sbares on the Zimbabwe Stock Exchange provided they finance the share purchases
wt foreign currency brought in through normal banking channels; proceeds from the sale of the shares are
remittable in full, after deduction of a 10 percent withholding tax. The purchase of shares by foreign investors is
limited to 25 percent of the total equity of a particular company.

Investment projects only need to be registered with the Zimbabwe Investment Center, which will check for
compliance with normal environmental, health and safety considerations. ZIC evaluation and approval is only
required for large projects, whose threshold is determined by the ZIC Board. This threshold, which until recently
was US$10 million was increased in March 1994 to US$40 million.

* Retained earnings held in blocked accounts by non-resident companies will no longer be subject to restrictions and
can now be invested in the money market.

1.28 Although small by international standards, the ZSE presently has a market capitalization of
about Z$15 billion, making it the most developed and active stock market in southern Africa,
excluding the Johannesburg Stock Exchange. The first half of the 1980s was characterized by
declining industrial and mining share prices with industrial shares loosing over 70 percent of their
value between 1980 and 1984 and mining shares over 90 percent. Share prices began recovering in
1985 and low interest rates coupled with high inflation saw share prices rise dramatically in 1989,
reaching a peak in September 1991 when the Industrials Index reached an all-time high of 2,716.
The drought of 1992, together with the rise in interest rates, however, had a catastrophic impact on
business activity and, consequently, the Industrials Index declined steadily from this high to 864 in
December 1992. Since then, good rains, the reduction in the capital gains tax from 30 percent to
10 percent, and the opening of the stock exchange to foreigners has resulted in a surge of activity
on the exchange such that index stood in excess of 3,300 as of August 1994. The gradual move
towards a market oriented economy combined with the fact that the price/earnings ratio for
industrial shares is low (about 12, on average) compared with the norm in developed countries
(between 20 and 25) has elevated Zimbabwe's stock market status to that of an "investible
emerging market." Since June 1993, foreign investment in the stock market has exceeded Z$500
million and several new rights issues are presently being planned and are expected to be launched
during the latter half of 1994 and early 1995.

1.29 While these developments are encouraging, there is also a realization that additional
incentives - comparable to those being offered by some of Zimbabwe's major competitors - will be
needed not only to attract new investment but to bring about an increase in the productivity of
existing investment. Indeed, given the reasonably high levels of aggregate investment and the low
economic growth during the past decade, there can be no denying that Zimbabwe has not been able
to use its capital stock productively. In particular, the pattern of investmnent and growth in
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Zirnbabwe has not been very effective in generating productive employment, an area which
requires urgent attention. In this context, there is a need to examine any remaining anti-labor bias
which might exist in Zimbabwe's factor markets; offer incentives for employment creation; actively
encourage the development of small and micro enterprises and promote linkages with large scale
manufacturing; and promote the development of labor intensive, export oriented industries (see
Chapters 5, and 6).

1.30 Employment. Zimbabwe's total labor force, defined as those between the ages of 15 and
64, is presently estimated at about 4.1 million, with women accounting for about 34 percent of the

6total. Slow growth of formal sector employment has been a central characteristic of the economy;
a source of grave concern for the policymakers; and a principal reason for the adoption of the
economic structural adjustment program. In addition to the 40,000 jobs created annually through
attrition, approximately 163,000 new jobs were created in the formal sector between 1986 and
1991, implying an annual rate of only about 30,000 jobs per year, compared with about 200,000
school leavers seeking employment; hence only about 35 percent of school leavers get formal
sector jobs. The largest expansion was in the construction sector (34,000 jobs) followed by
manufacturing (28,000) and agriculture and forestry (28,000). Slow employment growth in the
formal sector has increased the need for a more active promotion of the informal sector, which
consists of approximately 942,000 small and micro enterprises employing about 1.8 million
people.7

1.31 As a result of the domestic recession and the civil service reform program, total
employment in the formal sector actually decline from 1.244 million in 1991 to 1.217 million in
1993, the last year for which data is available. Approximately 80 percent of these retrenchments
occurred in the private sector with the worst affected sector being the clothing and textile industry.
Although there are indications of a pick up in employment activity in late 1993 and early 1994, it

is estimated that less than 12 percent of the total work force is presently employed in the formal
sector compared with about 15 percent at the time of independence. Government's ongoing efforts
to streamline the civil service have resulted in the elimination of 10,044 posts in the two fiscal
years ending June 1993, and the retrenchment of a total of 4,896 civil servants. Progress on
retrenchment since then has been slow with a further 2,300 posts eliminated by the end of March
1994.

1.32 Given the lack of domestic demand and tight financial constraints, most employers have
found it difficult, if not impossible, during the past two years to increase wages and salaries fast
enough to match the rate of inflation (see Table 1.5). As a result, most workers, including civil
servants, have not been compensated for the rising cost of living and it is estimated that real wages
are about 25 percent below levels prevailing in 1986.

6Social Indicators of Development, World Bank, 1994, p.385.
7Changes in the Small-Scale Enterprise Sector from 1991 to 1993: Results of a Second Nationwide Survey in
Zimbabwe, GEMINI Technical Report No. 71, March 1994.
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Table 1.5: Zimbabwe: Formal Employment and Average Real Wages

1985 1987 1989 1991 1992 1993

Employment (thousands) 1053 1085 1167 1244 1236 1217
Agriculture & Forestry 276 266 285 304 300 308
Mining & Quarrying 54 57 56 51 50 46
Manufacturing 170 187 197 200 197 184
Construction 45 50 67 81 90 92
Distribution, Hotels & Restaurants 78 84 92 101 92 96
Other 430 441 470 507 507 491

Index of Real Wages (1986= 100) .. 99 98 95 80 75

Source: Central Statistical Office and staff estimates.

1.33 The low labor absorption rate during most of the post-independence period has largely been
the combined result of low growth and the anti-labor bias in the policy environment. Capital
intensive production has been encouraged by offering tax breaks for investment in capital
equipment and through the provision of credit at negative real rates of interest, as a result of which
the price of capital has been lowered relative to labor. The inefficiencies associated with the
relatively high degree of industrial protection together with the anti-export bias and the dependence
of the economy for growth on the domestic market have further contributed to limiting growth in
employment. Tight labor market policies, such as those requiring the approval of the Minister of
Labor for all retrenchments and the high Government involvement in the determination of a
minimum wage, have also not helped. Fortunately, since 1990, there has been substantial progress
and revisions have been made to the labor code which limit Government involvement to cases
which are not resolved by individual or collective bargaining. Government has also reduced its
involvement in the determination of the minimum wage and, beginning 1991, the employment
council for each subsector determines minimum wage by collective bargaining.

1.34 As will be discussed in Chapter 2, in addition to depending upon agriculture for their
livelihood, most of the poor in Zimbabwe derive income from wages or farm non-agricultural self-
employment. Therefore, the growth inducing-poverty reduction strategy in Zimbabwe will need to
increase the returns to both small-farm production and wage labor. Facilitating the movement of
labor from less to more productive work will necessitate the implementation of policies aimed at
deepening skill levels through investment in human and physical capital augmented by the creation
of an environment which motivates the private sector to take the lead in providing labor with
specialized skills through suitable training. To encourage growth in labor demand, it will be
imperative for Government to further examine and remove distortions in land, capital and labor
markets and to encourage the flexibility and mobility of labor. As the East Asian economies have
demonstrated, achieving accelerated labor-demanding growth will depend upon how effectively
Zimbabwe integrates with the global economy, while raising labor incomes will depend upon
increasing labor productivity through rapid capital accumulation, efficient use of resources and
technological changes.
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C. Structural Reform with Unsustainable Fiscal Deficits

1.35 Fiscal Management. In the post-independence period, Zimbabwe's fiscal policy has
largely been influenced by the need to remove the vestiges of ethnic imbalance, which the country
inherited as a result of its colonial past. In addition to a substantial amount of fiscal resources
being allocated to the social sectors and to rural infrastructure, Government also chose to maintain
a large presence in the formal economy. Consequently, for most of the 1980s, central government
expenditures constituted about 45 percent of GDP, which represents a much larger presence of
government in economic activity than in most other African economies and is only exceeded by
some European countries. Most of the expenditures were in areas of direct consequence to poverty
reduction, including investment in health and education, expansion of indigenous employment
within the civil service and the development of the parastatal sector. As a result, social indicators
improved dramatically during the first 14 years of independence (see Chapter 3).

1.36 This level of public expenditure has lead to unsustainable fiscal deficits averaging 10
percent of GDP annually since 1985/86 (see Table 1.6) and is not compatible with sustained rapid
growth. Hence, a central element of the structural adjustment program in Zimbabwe has been the
Government's ongoing efforts to increase the efficiency of public sector resource management in
order to bring the fiscal deficit under control.

Table 1.6: Zimbabwe: Fiscal Balance (percent of GDP unless otherwise specified)

1985/86 1986/87 1987/88 1988/89 1989/90 1990/91 1991/92 1992/93 1993/94

Total Revenue 32.9 33.5 36.1 35.4 36.8 34.5 35.1 30.5 30.8
Tax 29.4 29.9 30.7 31.5 32.8 31.2 32.4 26.9 27.0

Total Expenditure 43.1 46.2 45.6 45.4 45.8 44.1 43.5 41.6 38.7
Current 37.9 40.0 37.6 36.5 37.5 36.2 34.0 35.3 31.4
Capital 2.9 3.3 4.8 4.5 4.3 4.5 4.7 4.3 4.2
Net lending 2.3 2.8 3.1 4.2 4.1 3.5 4.8 1.9 3.2

Current A/C Balance 1/ -5.0 -6.5 -1.5 -1.3 -0.7 -1.7 1.1 -4.8 -1.1
Primary Balance 1/ .. -6.8 -3.2 -3.6 -2.4 -3.7 -2.3 -4.0 -1.3
Overall Fiscal Balance 1/ -10.2 -12.7 -9.4 -10.0 -9.1 -9.7 -8.4 -11.1 -7.9

Foreign Grants 1.4 1.2 1.2 0.8 1.0 1.2 1.6 2.3 2.4
Foreign Loans, Net 2.8 2.4 1.5 1.2 1.4 0.5 3.9 4.2 1.3
Domestic Financing, Net 6.0 9.1 6.8 8.0 6.7 8.0 2.9 4.6 4.2

Bank -2.9 0.9 1.3 0.4 -0.6 2.4 1.3 2.6
Non-Bank 9.0 8.4 5.5 7.6 7.2 5.6 1.6 2.1

Memorandum Items:

Domestic Financing in Total 0.59 0.72 0.72 0.80 0.74 0.82 0.35 0.41 0.53
Financing (Share)
Foreign Financing in Total 0.41 0.28 0.28 0.20 0.26 0.18 0.65 0.59 0.47
Financing (Share)
Revenue from Seigniorage .. 0.54 1.71 1.51 1.79 2.11 0.88 3.10
(% of GDP)
1/ Does not include the large public enterprise losses which resulted in additional borrowing of 3.1 percent of GDP in 1993/94.
Source: Staff calculations based on data provided by the Ministry of Finance.
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1.37 The extent to which any given public sector deficit can be reconciled with broader
macroeconomic goals depends largely on the manner in which it is financed. Generally speaking,
the deficit must be funded either by domestic borrowing, foreign borrowing, monetization of the
deficit, or by some combination of the three. Too great a reliance on any one of the alternatives
can result in macroeconomic distortions. Overreliance on domestic borrowing can lead to
crowding out of the private sector due to either high real interest rates or credit rationing.
Overreliance on foreign borrowing can cause appreciating real exchange rates, widening current
account deficits, and unsustainable external indebtedness. Overreliance on money creation may
prompt higher inflation. As shown in Table 1.6, until 1990/91 government primarily relied on
domestic debt financing by requiring domestic insurance companies, pension funds, and the post
office savings bank to invest a fixed percentage of their assets in government debt, at negative real
rates of interest. Since 1991/92, i.e,. with the inception of the adjustment program, the reliance on
domestic financing has been more variable with a noticeable increase in the share of foreign
financing in the total finance-mix. The extent to which the Zimbabwean authorities are relying on
monetary financing of the deficit also increased. As shown in Table 1.6, revenue from
seigniorage, a process whereby governments are able to claim real resources by expanding the
monetary base of the economy, has been on the increase in recent years. The acceleration of
inflation in Zimbabwe in recent years is largely reflective of this process, whereby the inability to
curtain public expenditures has resulted in the creation of money at a rate faster than might be
warranted by the growth of money demand. If further financial instability is to be avoided, it is
important that the Government reduce the size of the deficit to levels commensurate with its ability
to finance the deficit in a non-inflationary manner.

1.38 While it is difficult to determine a priori the appropriate size of the fiscal deficit, it will
depend on the type of deficit financing, and other macroeconomic objectives, such as external
creditworthiness, growth of private investment, and the control of inflation. Since the debts
incurred in order to finance fiscal deficits have to be serviced, a "sustainable" deficit is generally
defined as one which is compatible with a "sustainable" level of indebtedness. Interest
expenditures have to be serviced in order to prevent the Debt-to-GDP ratio from rising indefinitely.
This implies that the "primary deficit," which is the overall deficit less interest payments, must

show an improvement over time in order to compensate for past deficits. For most of the 1980s the
primary deficit in Zimbabwe, as a percentage of GDP, has been in excess of 5 percent. However,
as shown in Table 1.6, the government's fiscal adjustment efforts have been successful in bringing
down the average size of the primary deficit in the past few years, to about 3 percent of GDP.
Given the increase in domestic interest rates since 1989, the macroeconomic imbalance within the
economy would have deteriorated even further if the government had not been able to achieve this
moderate reduction in the non-interest deficit. In order to stabilize, and then reduce, its debt-to-
GDP ratio, it is imperative for the Zimbabwean government to reduce its primary deficit further.

1.39 On the revenue side, Government's revenue effort, in excess of 30 percent of GDP,
compares very favorably with other developing countries and is well in excess of the revenues
collected by most other countries in Sub-Saharan Africa.8 Notwithstanding the gradual decreases in
marginal tax rates for individuals and corporations, there has been relatively little structural change
in the composition of taxes in recent years. Taxes on incomes and profits account for over 45

8In 1991, total current revenue to GNP ratios for Kenya, Malawi, and Cote d'lvoire were 21.2 percent, 23.7
percent, and 26.7 percent respectively while for Thailand and Indonesia were 20.5 percent and 21.1 percent
respectively. World Development Report, 1993, The World Bank, Washington, D.C., p. 260.
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percent of Government revenues while the share of excise duties and the sales tax is about 20
percent and that of customs duties about 19 percent. There is concern among the private sector that
the top marginal income tax rates and the corporate tax rate are too high. Zimbabwe should
endeavor to broaden its tax base and further improve tax compliance by ensuring that marginal tax
rates remain moderate and that the tax structure is relatively uncomplicated. The domestic indirect
tax system presently needs to be modernized so that coverage is more comprehensive, rates are
lower, cascading is eliminated, and export relief is effective. Furthermore, weight needs to be
shifted away from border taxes towards a revamped domestic indirect tax system, which is based
on a value added tax system (See Chapter 5 for further details.).

1.40 On the expenditure side, there are several reasons why it has proven difficult for the
Government to reduce the size of its fiscal deficit. First, expenditure allocations to the social
sectors, which had declined significantly as a result of the drought, were partially restored and will
need to be increased further in the years ahead in order to revert back to the levels that existed
prior to 1991. Second, the devaluation of the Zimbabwe dollar has increased the cost of servicing
foreign debt while higher domestic interest rates have also made it more expensive to service
domestic debt. Interest expenditure absorbed about 19 percent of total expenditures in 1993/94,
and there is limited scope for reducing this in the short run. Domestic interest expenditures have
been rising steadily during the past few years and were approximately Z$2.1 billion in 1993/94,
accounting for over 13 percent of government expenditures, compared to less than 9 percent in
1986/87. Due to the increasing external debt burden and the relatively large depreciation of the
Zimbabwe dollar in recent years, the share of foreign interest payments has also risen from about 4
percent of total expenditures to about 6 percent over the same period. Third, despite some
progress in retrenching civil servants and reducing the size of the bureaucracy, civil service wages
and salaries still represent about one-third of all expenditures and the central government's wage
bill presently exceeds 12 percent of GDP. While there has been a gradual erosion in the level of
civil service real wages, the share of these wages and salaries in GDP in Zimbabwe still greatly
exceeds that of other countries at similar levels of development. For example, the share of central
government wages and salaries in GDP in both Kenya and Malaysia is approximately 8.9 percent,
while it is 4.3 percent in Ghana and Malawi, under 3 percent in Bangladesh and South Korea, and
about 5.3 percent in Thailand. Fourth, while recent developments in Mozambique and South
Africa have provided an opportunity to reduce the size of Zimbabwe's defense forces, no
retrenchments of military personnel and/or reduction in defense outlays have so far taken place.
As budgeted, defense expenditures in 1993/94 amounted to Z$1.5 billion, (e.g., about 4 percent of
GDP and 10 percent of Government expenditures.

1.41 Finally, despite numerous recent price increases, parastatal losses continue to be a source
of great concern. This is an area, where huge fiscal overruns will be incurred unless strict
discipline is enforced. It is estimated that the combined operating losses of the ten main public
enterprises, which in 1992/93 amounted to Z$338 million or about 1 percent of GDP increased
dramatically to Z$1.5 billion, or about 3.6 percent of GDP, in 1993/94, largely as a result of the
losses incurred by the Grain Marketing Board on its maize account (see Table 1.7). The
.iovernment has expressed its intention to embark upon a program aimed at increasing the
-perating efficiency of the parastatal sector and it is expected that plans will be finalized shortly for
.he restructuring of the National Railways of Zimbabwe (NRZ), Zimbabwe Electricity Supply
Auithtrity (ZESA), the Posts and Telecommunications Corporation (PTC) and Air Zimbabwe.
Government has decided to write off the debt owed to Government by the Zimbabwe Iron and Steel
Corporation (ZISCO) and is seeking to sell part of its shareholding in the company to private
investors. As has been discussed above (see Box 1.1), agricultural marketing parastatals are being
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subjected to increasing private competition which will necessitate their restructuring, including
closing down unviable operations and/or explicitly making budgetary allocations where parastatals
are expected to deliver a social service. While these are encouraging developments, a more
proactive stance for Government in public enterprise reform is critical at this juncture and
concerted action aimed at conmmercialization and privatization of public enterprises is urgently
needed if further financial leakage on account of the parastatal sector is to be avoided. Progress
until now has mainly consisted of the introduction of financial measures, in the form of tariff
increases and price adjustments, to reduce operating losses. Parastatals need to be weaned away
from "cost plus" pricing and forced to pursue greater internal efficiency in order to enable them to
maintain a degree of price stability. Furthermore, given the large investments needed, particularly
in the electricity and telecommunications sectors, greater private sector involvement in public
sector enterprises is called for. Only private sector capital has the potential to mobilize the
additional resources necessary for large future investments.

Table 1.7: Zimbabwe: Parastatal Losses
(In Millions of Zimbabwe Dollars)

1990/91 1991/92 1992/93 1993/94
National Railways of Zimbabwe -120 -70 -65 -116
Zimbabwe Electricity Supply Authority -65 -22 141
Grain Marketing Board -68 -30 -292 -1343
Cold Storage Commission -45 -55 -60 -68
Dairy Marketing Board -54 -20 8 9
Cotton Marketing Board 2 15 -126 -39
Air Zimbabwe Corporation -31 -3 10 40
Zimbabwe Iron and Steel Company -159 -150 -125 -164
Agricultural Finance Corporation -35 -20 8 13
National Oil Company of Zimbabwe -33 -10 163 169

Total -608 -365 -338 -1499
Source: Data provided by Government Authorities

1.42 The 1994/95 budget, presented to parliament on July 28, 1994, targets a deficit-to-GDP
ratio of 5 percent or Z$2.4 billion. While revenues are projected to remain at about 32 percent of
GDP, it is expected that expenditures will fall from 41 percent of GDP in 1993/94 to about 37
percent in 1994/95. On the revenue side, the new budget has lowered the income tax rates with
effect from April 1, 1995, by 5 percent with the top marginal tax rate declining from 45 percent to
40 percent. Likewise, a reduction in the corporate tax rate has been announced from 40 percent to
37.5 percent. On the expenditure side, while expenditure allocations to the social sectors were
increased significantly in nominal terms, both the health and education sectors will experience a
reduction in real, per capita terms. Allocations for defense expenditures have also been rescued in
real terms with the Ministry of Defense being allocated a nominal increase of about 10 percent.
While the budget reiterated the Government's commitment to reduce the size of parastatal losses, it
did not articulate how this would be done.

1.43 Monetary Management. As discussed in paragraph 1.23, for most of the post-
independence period, Zimbabwe managed to survive its high fiscal deficit without extensive
macroeconomic dislocation. In addition to the foreign exchange allocation system, an important
reason for this was the measures designed to channel credit into public sector finance, including
various liquid asset requirements that were biased towards public debt instruments and prescribed
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asset ratios for institutional investors who had to have 60 percent of their assets in public liabilities,
at low or negative real interest rates. The relatively well developed financial system was thus able
to effectively transfer the private sector surplus to the public sector, thereby enabling it to cope
with the large fiscal deficit. However, with liberalization of the economy, there has been the sharp
rise in nominal and real interest rates since 1991. Official controls on interest rates, which had
kept nominal rates at an average of 10 to 15 percent during the past three decades of protectionist
policies, were relaxed starting in 1991. The cap on lending rates for finance houses was removed
in October 1992 and direct controls on commercial mortgages were eliminated in February 1993,
leaving direct interest rate controls only on minimum deposit rates and residential mortgage rates.
As a result of tight monetary policy, the prime lending rates of commercial banks, which had
fluctuated in the 20-25 percent range for most of 1992, increased sharply to the 30-45 percent
range during the first half of 1993. The situation eased somewhat during the second half of 1993
and the first half of 1994, and a decline of 8-10 percentage points in lending rates has been
observed. Notwithstanding this decline, real interest rates continue to be very high (see Figure
1.3). The failure to support the Reserve Bank's restrictive monetary policy with fiscal adjustment
has implied that the required monetary contraction to restore macroeconomic balance has been
greater than would otherwise have been necessary. This has had serious negative effects on credit
availability at a time when access to credit is essential to ensure that the transfornation of the
industrial sector is achieved without severe reductions in aggregate output, capacity and
employment. Not only has this negatively affected investment, but has also significantly increased
the costs for mobilizing working capital, thereby adversely affecting the profitability of firms and
leading to a rise in bankruptcy and default problems.

Figure 1.3: Annual Inflation and Interest Rates, 1980-94
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1.44 Since September 1991, monetary policy in Zimbabwe has been based on intermediate
targets for broad money which is then used to derive target paths for reserve money and net
domestic assets (NDA) of the RBZ. This requires projecting the broad money multiplier. The
relationship between reserve money and broad money, that is the money multiplier, is mainly
determined by the currency-deposit ratio and the reserve requirement ratio. Given the reserve-
requirement ratio, the currency-deposit ratio will decide how much money is available in the
economy. The currency-deposit ratio, which depends on transaction demand and changes in the
rates of return among financial assets, declined as a result of the drought and the increase in
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interest rates after financial liberalization, making it difficult to predict money supply based on the
targeted level of net domestic asset.9

1.45 Strictly speaking, the central bank cannot control money supply since this depends on the
portfolio decisions of the public. Yet, it is instructive to look at the balance sheet identity of the
central bank, which can be summarized as,

DNFA = DRM - DNDA

where DNFA denotes the changes in net foreign assets, DRM the changes in reserve money, and
DNDA the changes in net domestic assetl0. On the asset side, the monetary authority can hold both
foreign and domestic assets, consisting of the central bank's holdings of claims on the public sector
and on the private sector. This implies that a ceiling on domestic credit expansion (DADA ) can be
used as an operational target, and by tightening domestic credit, the central bank can make money
supply tight. Given the level of central bank's domestic credit, the only source through which
money can grow will be an increase in foreign exchange reserves, or foreign borrowing.

1.46 The choice of the monetary authority's policy target variable, between credit and money,
partly depends on the structure of the domestic financial sector. One of the key factor influencing
the choice is the strength of the linkages between domestic and international financial markets. If
the domestic private sector has access to foreign banking facilities, the effectiveness of using central
bank's domestic credit as a target is severely reduced. In economies with high domestic interest
rates or limited access to credit, there are large incentives to obtain credit from international
sources. This is exactly what happened in Zimbabwe. As domestic credit became restrained, the
central bank allowed the domestic banks to borrow from abroad. As the nominal interest rate
differential between domestic credit and foreign credit widened, there was an enormous increase in
the net foreign liability of domestic banks beginning in 1991, amounting to more than Z$2 billion
by end-December in 1992 or 23.7 percent of credit to the private sector. Furthermore, the central
bank has been providing forward foreign exchange rate cover at a subsidized rates. Before the
credit crunch in late 1991, off-shore borrowing by domestic banks was on a small scale, and used
only for,short-term trade financing for export. However, its size sharply escalated since 1991.
The quasi-fiscal deficit from this operation for 1991 alone is estimated to be Z$2 billion. Although
the RBZ stopped this policy at the beginning of 1994, it's loss for 1994 alone is estimated to be
Z$600 million."'

1.47 All of this points to the difficulty of conducting monetary policy based on credit targets in
Zimbabwe. As mentioned above, the relationship between domestic credit and money supply
becomes difficult to control if the private sector has access to external finance. While the Reserve
Bank has been using a variety of financial instruments in order to try and restore financial

Historically, there has been a tendency for the currency-deposit ratio to rise when rural incomes are higher, following a
strong recovery in agriculture - presumably because farmers tend to build up their money balances when their incomes rise.
In view of good harvests in 1992/3 and 1993/4, this ratio is likely to increase. This implies that the money multiplier of

reserve money will be somewhat reduced, lessening the inflationary impact of reserve monetary expansion.
10 DNFA is equal to the balance of payment.

I The full scale of this loss will not be known until several years later since some of the contracts covered go beyond the
year 2000. In 1986-87 Peru, the central bank lost about 2.3 percent of GDP from a similar operation. Other examples are
Argentina or Brazil in the middle of 1980's.
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equilibrium, the failure to support restrictive monetary policy with fiscal policy is not sustainable and
only serves to undermine the credibility of the overall stabilization efforts.

1.48 Inflation. For most of the post-independence era, the rate of inflation was repressed by
widespread price controls that permeated the economy and by the domestic debt financing of the fiscal
deficit. The process of price decontrol commenced in earnest in 1991 with the adoption of the
structural adjustment program. Most domestic prices were progressively decontrolled in sequence
with the trade liberalization program, with controls remaining only on essential goods. In early 1993,
Cabinet controls on the price of bread, milk, vegetable oil, and maize were eliminated. Excluding
administered public enterprise tariffs, Cabinet approval for price increases is now only confined to
certain fertilizer products.

1.49 While inflation averaged about 13 percent per annum in the 1980-90 period, the elimination
of price controls, the continued high fiscal deficit, and the depreciation of the Zimbabwe dollar,
resulted in inflation increasing to about 23 percent in 1991. In addition to these factors, the drought
of 1992 further aggravated the situation with the consumer price index rose by 42 percent in 1992.
The increase in the price of food, which accounts for about 29 percent of the consumption basket, was
responsible for approximately 50 percent of this inflation, with the food price index increasing by over
72 percent. Other items contributing to the annual 42 percent rate of inflation were rent, rates, fuel
and power, up 41 percent; furniture and household goods, up 28 percent; and clothing and footwear,
up 24 percent. Inflation, which peaked in August 1992, has been on a downward trend since then
with the year-on-year index declining to about 18 percent by December 1993. This reduction, which
came about despite the depreciation of the Zimbabwe dollar and the decontrol of prices of maize
meal, bread and sugar and an increase in electricity tariffs and fuel prices, is largely the result of the
restrictive monetary policy stance adopted by the monetary authorities during the course of 1993. The
decrease in aggregate demand as a result of the drought-induced recession also played an important
role in reducing inflation. The potentially inflationary impact of the 17 percent devaluation in January
1994 was cushioned by the removal of the 10 percent tax on OGIL imports and the 5 percent
reduction in the surtax. Furthermore, to counteract the increase in money supply during the last
quarter of 1993 and in early 1994, the Reserve Bank increased the statutory reserve ratio by 1 percent
to 13.5 percent in February 1994 and further to 17.5 percent in June 1994. Notwithstanding these
developments, inflation rose from 18.5 percent in January 1994 to about 23 percent in June 1994,
before falling back to below 20 percent during the second half of 1994.

D. Conclusions

1.50 As has been discussed above, the policy changes introduced by the Government during the
past two years have greatly improved the business environment and have removed a lot of the
constraints which have historically impeded business activity. The liberalization of the exchange and
trade regime has made foreign exchange readily available to the business community and has
increased investor confidence in the economy. The elimination of investment licensing and the
increasingly pro-active role being played by the Zimbabwe Investment Center have substantially
improved Zimbabwe's image as a place in which to invest. Prospects for trade expansion and
employment creation have also been greatly improved with the liberalization of agricultural marketing
and pricing and the reforms in the transportation sector. Consequently, notwithstanding the need for a
greater supply response, there is evidence that resource allocation is changing in the intended
direction. There is evidence of new entrepreneurs emerging in labor-intensive, export oriented



23

sectors such as wood products, garments and horticultural products such as cut flowers and off-season
vegetables.

1.51 During the next few years, ensuring the sustainability of the adjustment program will be
critical, which will necessitate generating a rapid economic recovery and a lasting supply response.
So far, despite the policy improvements, the supply response from the structural adjustment program
has been disappointing and has kept the adjustment process from becoming self-sustaining. A
principal reason for this has been the uncertainty associated with the macroeconomic instability
resulting from the limited success in controlling Government expenditures and eliminating parastatal
losses. Macroeconomic instability reduces the benefits of other structural reforms, increases the
adjustmnent cost and slows down the supply response. The transition period during the adjustnent
process forces difficult trade-offs and options and necessitates a pragmatic mix of fiscal, monetary and
exchange rate policies in order to support growth, employment expansion and poverty reduction. For
example, on the fiscal side, a reduction in domestic taxes aimed at stimulating private sector activity
could further increase the fiscal deficit if expenditures are left unchecked; similarly, a reduction in
government expenditures and the insistence on a hard budget constraint in order to cut the fiscal
deficit will dampen aggregate domestic demand and reduce economic growth, unless the private
sector is encouraged to increasingly participate in economic activity and perform some of the
functions hitherto performed by Government. On the monetary side, an excessive increase in
liquidity to encourage growth could serve to fuel inflationary pressures within the economy and result
in a deterioration in the balance of payments; alternatively, an overly firm commitment to a low
inflation target could result in long periods of excessively high real interest rates and, possibly, an
overvalued exchange rate. The protracted high interest rates would worsen the balance sheets of
firms and could drive them to bankruptcy, even if the original investment had been prudent at the time
of commitment. Thus, the specific measures implemented to bring about an improvement in the
macroeconomic position of the country will, over the mediun to longer term, determine whether the
stabilization process succeeds in creating an environment conducive to accelerated economic growth.

1.52 It is important to point out, however, that the process of adjustment cannot be solely based on
demand-side policies but must also incorporate policies designed to increase aggregate supply.
Supply-side policies are designed to increase the productive potential of the domestic economy by
inproving the allocation of resources and stimulating domestic savings and investment. Given the
extent to which resource allocation might have been adversely affected in Zimbabwe as a result of the
pervasive controls that existed in the past, the task of improving the efficiency of the economy takes
on additional importance. These factors are analyzed further in Chapter 5.

1.53 In addition to the issues discussed above, it needs to be stressed that unless the economic
reform program is seen to be generating benefits for everybody in Zimbabwe, it might not be possible
to follow through with and maintain the momentum of many of the recent policy changes. This will
require dealing more effectively with poverty and with the social dimensions of adjustment. As
discussed above, while there has been an increase in investment activity in recent years, there has
been very limited employment creation that has accompanied this investment. A key priority for the
Government, therefore, is to look at innovative ways in which labor-demanding growth can be
encouraged. These issues are examined in detail in the following chapters of the report.
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PART B. SOCIAL DIMENSIONS OF DEVELOPMENT

CHAPTER 2: POVERTY ASSESSMENT

2.1 Though not as wide-spread or intense as in many African countries, poverty is still
common in Zimbabwe and has proved to be persistent. An assessment of how prevalent poverty is
in Zimbabwe, its causes and recent trends will provide a basis for strengthening and monitoring the
poverty reduction focus of the country's overall development strategy and improving the
effectiveness of current safety net programs. Much of this analysis is based upon data gathered by
the Central Statistical Office during 1990/91 by an Income, Consumption and Expenditure Survey
(ICES). The poverty assessment asks three basic questions: Who are the poor?; Why are they
poor?; and What can be done to help the poor? This chapter is organized as follows: Section A
explains how poverty is measured, including how poverty lines were derived. Section B deals with
the incidence of poverty, both as measured by the ICES and also what we can infer about trends in
poverty. Section C gives the characteristics of the poor.

A. Measuring Poverty

2.2 This analysis measures poverty using a method called "the cost of basic needs," and it bases
poverty lines on purchasing power over basic consumption needs.' The choice of per capita
consumption - rather than income - as the basis for defining poverty at the individual level is based
on the notion that consumption of goods and services is ultimately the basis for economic welfare.
This measure is also more robust, as consumption is more stable over time than income. The
analysis relies on the 1990/91 Income, Consumption and Expenditure Survey (ICES) carried out by
the Central Statistical Office 2. The country wide sample is broken into the two main subgroups,
rural and urban households. For each subgroup, a basic food basket was derived, based on
minimum nutritional requirements and local consumption preferences. Details are given in Annex
2.2 at the end of this chapter. The share of different items in the food basket is taken to closely
reflect that actually chosen by the poorest 30 percent of the rural and urban population,
respectively. Prices for the commodities in these two baskets then give us the cost of purchasing in
rural and in urban areas the food needed to keep an individual alive and relatively healthy. These
are our lower poverty lines and those falling below these will be defined as the "very poor."

2.3 To each food basket, consumption of other basic needs (housing, clothing, education,
health and transport) is added to derive a basic poverty line which separates the poor from the non-
poor. Again the method used here allowed local preferences to play a major role. Using the
household data for the lowest 30 percent of the households in both urban and rural areas, the level
of total basic consumption needed to achieve the desired level of expenditures on food was

iFor a fuller explanation of the cost of basic needs method and its advantages over other poverty measurements, see
"Outreach #15: Policy views from the World Bank Research Complex," March 1994.
2Unfortunately. the ICES collected only expenditure figures in Zimbabwe dollars. It did not collect either price or
quantity data. This has necessitated estimating price data, often with little empirical work having been done, especially in
rural areas. This lack of price and quantity data is a major weakness of the ICES and we would urge that future
consumption studies collect this data from each household.
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calculated. This level is our poverty lines for rural and urban per capita consumption. Those
households whose per capita consumption falls below this level will be classified as "poor." This
method has the advantage of using individuals' consumption levels to determine their poverty status
and then allows analysis of the characteristics of the poor based on the data available on these
people. The data in Zimbabwe were taken during a single year and thus, until future surveys are
carried out, we do not get trends over time. To assess movements in poverty over time, this paper
will look at some social and macroeconomic indicators for which time series data are available and
which are closely correlated with poverty. These indicators also capture some measures of welfare
that go beyond private consumption.

2.4 Table 2.1 presents the four poverty lines we have derived using the methodology discussed
above, i.e., poverty lines for the poor and the very poor in rural and urban areas. These
differentiated poverty lines for rural and urban areas are preferred over a single poverty line for the
country as a whole to ensure that the poor are not lumped into one homogenous group for policy
analysis purposes. Indeed, using a single poverty line for the country as a whole runs the risk of
underestimating the level of urban poverty and would provide little information on the severity of
poverty or the characteristics of the very poor. This could subsequently lead to inappropriate
and/or partial policy conclusions and deriving a poverty line is merely a tool for policy analysis. In
our analysis, the rural subgroup will be further divided in those living in communal farming areas;
those in resettlement areas and those residing on commercial farms. For the urban subgroup, the
analysis will disaggregate them into those living in Harare and those living in other urban areas.
As the characteristics and implications for actions needed to reduce poverty is the same with these
poverty lines as with ones ten percent higher or lower, the actual lines are not particularly
important. It is the ultimate implications for actions to reduce poverty that is important.

Table 2.1 Poverty Lines for Zimbabwe
(Based on Per Capita Consumption Z$ per annum)

Urban Rural
Poor 550 340
Very Poor 325 209

2.5 Using the average household sizes for those below the poverty line in rural areas (6.8) and
for those below the poverty line in urban areas (6.6), we find that these poverty lines are the
equivalent of Z$193 per household per month in rural areas and Z$302 per household per month in
urban areas. These can be compared to the Government income criteria for waiver of health fees,
which was Z$150 in 1990/91. No differentiation was made between urban and rural areas in this
exemption figure. This exemption figure is below the poverty line in the rural areas and
significantly below it for the urban areas. In 1992, Government increased this exemption level to
Z$400, where it stands today. Using the country wide consumer price index of January 1994 to
change this figure to 1990/91 prices, the exemption level is the equivalent of Z$163, still lower
than the rural or urban poverty lines, i.e., many of the poor, especially in urban areas, are not
covered by the exemption.

2.6 Three measures of poverty will be used in this report to summarize the distribution of
people relative to these poverty lines. The incidence of poverty (P0) is merely the percentage of
people living below the poverty line. The poverty gap or depth of poverty (P1), is the aggregate
poverty deficit of the poor relative to the poverty line- i.e., the sum of the consumption shortfall of
all the poor people relative to the consumption level they need to meet their basic needs. For
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purposes of policy, the sum of the poverty gap is a good indicator of what it would take to totally
eliminate poverty through income transfers to the segment of the population living below the
poverty line. On the other hand, severity (P2) relates to the inequalities that exist among the poor.
It is based on the square of the distances below the poverty line and increases as more people sink
deeper into poverty.

B. Incidence of Poverty

2.7 Based on the 1990/91 ICES, we estimate that 25 percent of the people in Zimbabwe are
poor and 7 percent are very poor3. These compare favorably to estimates that for 1985 the
developing world as a whole had 33 percent of its people poor and 18 percent were very poor.
For sub-Saharn Africa, the figures were 47 percent poor and 30 percent very poor. Poverty in
Zimbabwe is predominately a rural phenomenon. Within the rural population, we find that 31
percent are poor and 9 percent are very poor. In urban areas about 10 percent are poor and less
than 2 percent are very poor, despite the poverty line being over 50 percent higher in urban areas.
Hence, though 71 percent of the people in Zimbabwe live in rural areas, rural poverty accounts for
over 88 percent of all the poverty in Zimbabwe. Over 92 percent of those we have defined as
"very poor" are in rural areas.

Figure 2.1
Incidence of Poverty
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2.8 The rural sector can be broken into three sub-groups: communal areas; resettlement areas;
and commercial farms. Communal areas are lands held in common with rights to farm usually
given to families by traditional authorities. About 16.34 million ha. and 5.55 million people are in
communal areas (CA). Resettlement areas are those that have been taken by the Government since
1980 and have been allocated to those without land, ex-combatants and others. About 3.29 million
ha. and 370,000 people are in resettled areas. Commercial farms are held under leasehold or
freehold arrangements. About 12.54 million ha. and 1.8 million people are in the commercial
farming sector (CFS). Poverty is most prevalent in the smallholder areas (33 percent of the people

3This section uses the present tense throughout when talking about the poor, although there have been changes since the
survey was carried out more than three years ago. Some of these changes are discussed at the end of this section.
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in the communal areas are poor and 41 percent on resettlement schemes are poor), while in the
commercial farm sector only 16 percent are poor. Extreme poverty is also at its highest
concentration in smallholder areas -- 14 percent are very poor in resettlement areas and 10 percent
in communal areas, but only 3 percent on commercial farms.4 Because of their high population
numbers, the majority of poor as well as very poor people in Zimbabwe reside in the communal
areas. The communal areas account for 58 percent of the total population of the country -- yet
more than three out of four poor persons in Zimbabwe reside in the conimunal areas.

2.9 This household survey data suggest that the resettlement areas have the greatest depth and
severity of poverty. In fact, one out of every seven persons on the resettlement areas is considered
to be very poor. Similar locational disparities are also evident in the nutritional status of children.5

Other studies, such as the Santinel Surveillance for Social Deminision of Adjustment Monitoring,
have found high risks for malnutrition for resettlement farms and for households in semi-arid
communal areas. The largest numbers of food insecure are found in low-rainfall areas subject to
drought. However, these studies have also found high risks for seasonal laborers on commercial
farms and low income urban dwellers. Assuming a high correlation between food insecurity and
poverty, the ICES did not indicate high instances on commercial farms. There are a couple of
possible explanations for this: the lack of price data which might have revealed higher prices paid
for food by workers on commercial farms; and the survey may have not captured workers during
the slack season. Another study showed that the nutrition of children in resettlement areas have
shown least improvements over the past decade. As a result the most severe nutrition problems

6prevail among those residing in resettlement areas, these children are now the worst-off group.
Table 2.2 presents the incidence of poverty in Zimbabwe by region. A decomposition of various
poverty measures is presented in Table 2.3.

Table 2.2: Poverty Measures (Percent)

Region Incidence Poverty share Population
Poor Very Poor Poor Very Poor share

Rural 31 9 88 92 72
Communal 33 10 76 82 58
Commercial 16 3 6 4 11
Resettlement 41 14 5 6 3

Urban 10 2 12 8 28
Harare 7 1 2 1 8
Other 12 2 10 7 20

Total Zimbabwe 25 7 100 100 100

2.10 About 28 percent of the people in Zimbabwe live in urban areas. However, urban poverty
contributes less than 12 percent of total poverty in Zimbabwe. Poverty is lowest in Harare, with

4In view of the relatively small sample of resettlement families and the fact that the survey didn't capture any resettlement
farms producing cotton when it is well known that some are large cotton producers, we do not think this household survey
is an adequate basis for concluding that poverty is worse in resettlement than communal areas.
5See for example, Rukuni, Jayne, Tagwireyi, and Rugube, Alleviating Hunger in Zimbabwe: Toward a Food Security
Strategy, September, 1990.
6Zimbabwe Nutrition Review, Report No. 10067-Zim, World Bank, June 1992
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the incidence, depth and severity of poverty all higher in urban centers outside the capital.7 Large
variations in poverty levels exist among the urban areas with the most evident sign of poverty
present in the high-density urban areas such as Chitungwiza and peri-urban settlements such as
Epworth inhabited largely by black Zimbabweans. Even after taking account of the higher food
prices in the urban areas, the very poor in urban areas, i.e., those who are unable to meet their
basic nutritional requirement, are only 2 percent of the urban population.

Table 2.3: Depth and Severity of Poverty

Areas Po P1 FGT P2
Head-count Poverty gap Severity of

Index (%) Index (%) Poverty Measure

POOR
Rural 31 9
Communal 33 9 4
Commercial 16 4 1
Resettlement 41 13 5

Urban 10 3 1
Harare 7 2 1
Other 12 3 1

All Zimbabwe 25 n.a. n.a.

VERY POOR
Rural 9 2 *

Communal 10 2 *
Commercial 3 * *

Resettlement 14 3 1

Urban 2 * *

Harare 1 * *

Other 2 * *

All Zimbabwe 7 n.a. n.a.

*less than 0.5
n.a.: not applicable

2.11 Regional disparities also exist. Poverty ranking of provinces shows that poverty is highest
in Matabeleland South (41%) and Masvingo (32%), lowest in Mashonaland East (18%) and
Mashonaland Central (19%) with all other provinces falling between 20 and 30 per cent. These
data compare to nutritional data which find the highest levels of weight for age malnutrition in
Matabeleland North, Mashonaland Central and Matabeleland South. Low birth weights are most
common in Mashonaland Central and Manicaland provinces.8

7However, this difference may well be overstated as the cost of living, especially housing, is higher in Harare. If the data
were refined further to derive poverty lines for different urban centers separately, Harare would have a higher poverty
line than other cities and this would reduce the differences in the incidence of poverty.
8 The National Consultative Workshop on Food, Nutrition and Agricultural Policy in 1990.
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2.12 There is also a seasonal pattern to poverty, especially in the rural areas. The ICES survey
shows a monotonic increase in rural areas from 28 percent poor in the third quarter of 1990 to 34
percent in the second quarter of 1991. This is similar to nutritional data which shows a seasonal
variation, but it shows the highest rates of malnutrition occurring during the first three months of
the calendar year, just before the harvest.

Table 2.4: The Incidence of Poverty by Regions (percent)

Region Poor Very Poor

Manica 24 6
Mashonaland Central 19 4
Mashonaland East 18 5
Mashonaland West 22 5
Matabele North 27 10
Matabele South 41 17
Midlands 25 6
Masvingo 32 12

Trends in Poverty Indicators

2.13 Social Indicators. The ICES was a survey carried out in 1990/1991 and until future
surveys are carried out, it does not tell us about trends in poverty. A proxy or an alternative
measure for poverty movements is the change in social indicators. While it is theoretically possible
for all of the movements in social indicators to take place among the non-poor, in actuality
improvements in life expectancy, education level, child mortality, and literacy rates will indicate
declines in poverty. Zimbabwe has made substantial progress in implementing the first leg of the
1990 World Development Report assistance strategy to reduce poverty -- human resource
development through the provision of social services. To a large extent the three indicators: life
expectancy; under five mortality; and primary school enrollment best capture the overall
improvements in living standards Zimbabwe has attained over time. In each of the three, there has
been significant progress since Independence and Zimbabwe compares favorably to not only the
rest of Sub-Saharan Africa, but also to all developing countries. From 1990 to 1994, the drought
and recession have caused some setbacks in this improvement in social indicators.

2.14 Macroeconomic Indicators. Trends in macroeconomic indicators are also likely to be
related to poverty measures. These macro indicators include GDP per capita, consumption per
capita, real wage levels and income distribution. These variables can only be proxies for what has
actually happened to poverty levels, but it can be assumed that rising per capita consumption or
increasing real wages are likely to lead to decreased poverty. While the trend in social indicators
indicate that poverty has been reduced since 1980, macroeconomic indicators imply that this
poverty reduction has taken place despite there being no increase in per capita resources. As GDP
growth has been roughly equal with population growth, the strong improvement in social indicators
has not been matched by a commensurate. increase in average incomes. Data on changes in
income distribution are not available, so it is not possible to say whether income has been more
evenly distributed or not. However, it is clear that real wages fell by about 20 percent between
1991 and 1993 (see Table 1.5). Though time series data on the incidence of poverty is not
available, it seems likely that poverty has become more common since 1991, especially in urban
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areas. Reasons cited include, slow growth in employment opportunities, sharp increases in prices,
reduction in real wages, and retrenchments in the public as well as private sector. Programs set up
to help alleviate these transitional problems have not been as effective as planned. The large
increase of street kids roaming Harare is one indication of this.

Table 2.5: Trends in Social Indicators

1960 1970 1980 1990

Life expectancy (years) 45 - 56 62

Infant mortality 110 - 86 49
(per 1000 births)
Under-five mortality rate 175 151 128 58
(per 1000 births)

Adult literacy (%) 55 - - 67

School Enrollment::

Primary (%) - 47** 83 117

Secondary (%) 8 50
* Trends in Social Indicators PRE Working Papers #662
** Primary and secondary combined
Source: UNDP Human Development Report 1993.

C. Characteristics of the Poor

2.15 The characteristics of the poor catalog both the causes and the effects of poverty. People
will be poor because they lack education, land and other assets. On the other hand, people are
likely to have poor housing or be unable to send their children to school because they are poor.
This section will look at the sources of income of the poor, some of their general socio-economic
characteristics, how they live and what their consumption patterns are.
Sources of Income

2.16 Table 2.6 shows sources of income across different groups and different poverty levels. In
rural areas as a whole, employment income is slightly larger on average than net income from
agricultural production. Remittances are also a major source of income (about 22 percent on
average), especially for female-headed households (two-fifths of total income). Indeed, for the
sector as a whole, and for both the poor and the very poor, remittances push female headed
households' income above that of male headed households. The two keys to escaping poverty in
the rural area seem to be outside incomes and remittances. Agricultural incomes are usually not
sufficient in smallholder areas to get most families out of poverty. While 30 percent of the rural
population lives in poverty, if a household member is employed outside of farming, the percentage
in poverty is just above 10 percent. The poverty is most often found in households with members
too sick or old to work or who are pensioners.

2.17 Thirty-two percent of communal farming families are poor. For the non-poor, more than
twenty percent of the adults who are not in school have income outside of farming, and this income
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represents more than a third of their total income. For the poor, only 7 percent of the adults out of
school are employed off the farm and for the very poor, less than 3 percent have off-farm
employment. If we compare communal and resettlement areas, we see that communal families
have much higher outside incomes and higher remittances. Resettlement farms have much higher
gross incomes from agriculture, but their expenses on inputs are also much higher and the net
incomes are not much better than those of communal farmers.

2.18 In urban areas, employment is by far the most important source of income (over 90
percent), although again remittances supply about 28 percent of the income for female-headed
households and are especially important in urban areas outside Harare. Unlike in rural areas, in
urban areas female-headed households consistently have lower income levels than those headed by
males, and this is especially the case in Harare. The nature of employment affects income levels,
and has some effect on whether one is in poverty or not, but any kind of employment is likely to
keep one out of poverty. Having a job at all in an urban area makes it very likely that the
household will be above the poverty line. While the non-poor have 48 percent of the adults (ages
15-64) employed, only 33 percent of the poor and very poor are reported as employed. Sixteen
percent of population 15-64 in urban areas reported themselves as unemployed in the last year.
Only 15 percent of the non-poor were unemployed, while for the poor this figure is 22 percent and
for the very poor this rises to 24 percent. Housework is the main activity of 21 percent of the non-
poor, but it is 28 percent of the poor and 27 percent of the very poor.

2.19 Among those employed, those who work in the public sector do a better job of staying out
of poverty than those who are in the private sector, and those working in firms with more than ten
employees are more likely to avoid poverty than those in small firms. Across the various
occupations, the one that stands out as having the lowest average income levels is domestic
servants, where average income is only about forty percent of the overall urban average. Still only
six percent of the households headed by domestic servants are poor, not much worse than the
overall urban average of five percent and actually better than the seven percent figure for
manufacturing. Formal sector employment cannot absorb all of those looking for jobs, so many
have had to seek a living in informal and micro sector activities. GEMENI survey results indicate
that there are about 942,000 small and micro enterprises providing income generation to about 1.8
million people in Zimbabwe. However, limited access to credit and other support, and extensive
regulations have made it difficult to start up businesses. This is an entry point out of poverty in
many countries, but it is too constricted in Zimbabwe to let many people pass through it.
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Table 2.6: Sources of Income (1990/91, Z$ per annum)

Rural Areas

Total Employment Agriculture Remittances Other

All Households 1290 406 385 290 209

Female Headed 1320 145 428 524 223

Male Headed 1272 557 360 155 200

Non-Poor 1544 530 434 331 249

Female Headed 1531 187 486 595 263

Male Headed 1551 734 403 174 240

Poor 588 63 249 176 100

Female Headed 701 22 259 315 105

Male Headed 526 85 244 102 95

Very Poor 476 43 207 138 88

Female Headed 510 20 188 216 86

Male Headed 457 56 218 96 87

Urban Areas

Total Employment Remittances Property Other

All Households 3321 2992 245 443 -359

Female Headed 2738 1324 764 452 198

Male-Headed 3414 3256 163 442 -447

Non-Poor 3523 3192 255 481 -405

Female Headed 2995 1452 836 502 205

Male Headed 3605 3461 165 477 -498

Poor 1251 931 148 64 108

Female Headed 712 320 203 61 128

Male Headed 1364 1060 136 65 103

Very Poor 995 742 72 46 135

Female Headed 992 399 353 19 221

Male Headed 995 792 32 50 121

Asset Holdings

2.20 The ICES collected very limited data on assets and these are in the rural areas. In addition
to lacking human capital, the poor usually have less access to physical capital, animals and other
productive assets such as land. The distribution of land holdings is not strongly skewed, although a
measure of the quality of land was not available (see Table 2.7). The non-poor have slightly more
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land per capita on average. While many of the non-poor actually have less than 1 hectare of land,
these households have significant off farm employment incomes. Those with access to large areas
of land are also much more likely to escape poverty, as the few households that have more than ten
hectares per capita are found mostly in the non-poor group.

Table 2.7: Land Access (%)

Land Size Per Capita

Size Non-Poor Poor Very Poor

Under 1 ha 32 23 21

1-5 ha. 63 72 75

5-10 ha. 4 4 4

10-20 ha. I

Above 20 ha. 1

Socio-Economic Characteristics

2.21 As discussed in the next chapter, the socio-economic characteristics of all the population in
Zimbabwe today compare favorably to those of the poor in many other Sub-Saharan African
countries. This is largely due to the substantial improvements in the provision of social services
during the 1980s. Still the poor lag behind the rest of society in many of the key indicators.

2.22 The expected correlation between poverty and educational status prevails. In general, the
poor are less educated and are disproportionately represented among those with household heads
with no formal education. Table 2.8 shows the distribution of education levels of the head of
household. It can be seen that in both urban and rural areas there is a direct relationship between
poverty and little or no schooling, although it appears to be more significant in urban than in rural
areas. While 14 percent of the non-poor have heads of household with no education, 29 percent of
the poor and 32 percent of the very poor have heads with no formal education. At the other end of
the education scale, only four percent of the households which are very poor have a head who has
attended secondary school, while 9 percent of the poor households and 25 percent of the non-poor
households have a head with secondary or higher education. Rural and urban areas show the same
patterns, but in all cases overall education levels are higher in urban areas.

2.23 About half of all households in Zimbabwe reside in traditional or mixed dwellings. The
rest reside in detached or semidetached houses, flats and townhomes build out of brick. Almost all
of the traditional houses are found in rural areas. While only 42 percent of the non-poor live in
traditional housing, 63 percent of the poor and 72 percent of the very poor live in such housing.

2.24 In the rural area, less than 4 percent enjoy electric supply, whereas in the urban areas the
coverage is 85 percent. Poor households in rural areas have virtually no access to electricity, as 93
percent of those having electricity were non-poor. In the urban areas, 86 percent of the non-poor
have access to electricity, as do 65 percent of poor households and 59 percent of the very poor
households.
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Table 2.8 Poverty Status and Educational Attainment of Household Heads

Level of Education Attainment
No formal Primary School Secondary School
Education or Higher

All non-poor 14 61 25
Urban non-poor 4 46 50
Rural non-poor 20 68 12

All poor 29 62 9
Urban poor 15 65 20
Rural poor 31 65 4

All very poor 32 64 4
Urban very poor 24 54 22
Rural very poor 32 65 3

2.25 About 31 percent of all households in Zimbabwe have piped-in water supplies. The
coverage is 96 percent in the urban areas and 16 percent in the rural areas. In rural areas, 23
percent of the non-poor have access to piped water, but only 10 percent of the poor and 6 percent
of the very poor do. Almost two-thirds of non-poor rural households and about 75 percent of the
poor and almost 80 percent of the very poor rely on wells for their water supplies. A vast majority
have access to water supply within a mile radius of their dwelling and their is little difference
across poverty groups. In urban areas almost all households have access to piped water, although
for the non-poor almost fifty percent have it in their premises while only 30 percent of the poor and
15 percent of the very poor do.

2.26 One out of three households in Zimbabwe have flush toilets. Almost all of these are in
urban areas where almost 97 percent of the households have access to a flush toilet. The figure is
97 percent for the non-poor; 90 percent for the poor and 81 percent for the very poor. On the
other hand, over half of households in rural areas have no toilet facilities. Forty-eight percent of
the non-poor, 65 percent of the poor and 70 percent of the very poor do not even have access to pit
latrines.

2.27 There does not seem to be a strong correlation between the gender of the head of the
household and poverty. For the country as a whole, women head up 33 percent of the households.
They head 31 percent of the non-poor households and 36 percent of the poor and very poor
households, suggesting only a slight correlation. These figures are quite close to those found in the
Fourth Sentinel Survey in 1993, which identified 34 percent of their surveyed households as being
female headed. The third survey had 28 percent of the households headed by females. In rural
areas, the correlation is mildly inverse, with 42 percent of the non-poor households being headed
by women, 39 percent of the poor and 38 percent of the very poor. In urban areas, women head
13 percent of the non-poor households, 18 percent of the poor households, but only 13 percent of
the very poor ones. The tradition of remittances from husbands working in urban areas to their
families in rural areas may in fact cloud relationships between female-headship and poverty in
Zimbabwe. For instance, Farm Management Surveys carried out in 1989/90 and 1990/91 for
communal areas show that many female-headed household get remittances from their husbands who
are away. Still, the section above on sources of income showed that non-poor female headed
households not only have higher levels of remittances than all poor or very poor households, but
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they also have higher levels of employment earnings and farm incomes. Indeed, this migration of
the husbands to other areas to find employment is a major coping strategy for many rural couples.
However, if the husbands stop sending remittances, then the family left in the rural areas is often
one of the most vulnerable to food insecurity and other aspects of poverty.

2.28 Two indicators that are strongly correlated with poverty in both rural and urban areas are
size of household and dependency ratios; as poverty increases so does the size of the household
and the dependency ratio. In both measures, the rural areas have higher figures than the urban
ones. For the country as a whole, the mean size of a non-poor household is 6.35 people, while for
the poor it increases to almost 8 and for the very poor it is almost 8.5. Similarly the dependency
ratio (i.e., the number of household members younger than 15 or older than 64 divided by the
number over 15 years old, but less than 64) increases from 1.25 for the non-poor, to 1.77 for the
poor and to 1.90 for the very poor. Thus poverty is related to larger families that have more
children and elderly to be cared for.

Consumption Patterns

2.29 Large inequalities exist in the distribution of consumption among the different segments of
the population. Those in the highest population decile account for 34 percent of total private
consumption compared to those in the lowest population decile who account for less than 3 percent
of total consumption. These inequalities prevail both in the urban and rural area. Measuring
consumption distribution by Gini coefficients gives 0.55 for all of Zimbabwe, 0.45 for rural
Zimbabwe and 0.49 for urban Zimbabwe. This suggests that there is more inequality in
consumption resources in urban than in rural areas and for the country as a whole. The inequality
between urban and rural consumption leads to more inequality in the country as a whole than there
is in either of the two sectors separately. This level of inequality is high. A recent study9 found
that in a sample of 40 middle and lower income countries, only 7 of the other 39 countries sampled
show higher rates of income inequality (Botswana, Brazil, Guatemala, Honduras, Tanzania, Chile
and Kenya) than Zimbabwe.

2.30 Food accounts for a major part of consumption with the food share of consumption
reaching as high as 60 percent for some of the very poor, and when one drops the imputed value of
own housing, the share of food is about 85 percent. These figures are comparable to those
presented at first Workshop on Nutrition which gave 40 percent as the food share of expenditures
of "low income groups" and 27 percent for "high income groups." Consumption of food from
own-production is common in resettlement areas, communal areas, and small-scale farms, with the
largest share of total food consumption among the poor households residing in resettlement areas.
Housing and clothing are the next highest consumption items. On average the poor spend over 25
percent of their consumption on housing, but almost all of this is owner-occupied and thus involves
little or no actual expenditure. A possible explanation for the high share of consumption going to
housing is that the poor in Zimbabwe may enjoy more descent housing than the poor in other parts
of Africa. Another possibility is that the imputed rental value given to the poor's housing was too
high. In addition, it is very unlikely that the household survey was able to locate and draw upon
those who are homeless. In this regard the survey may have missed some of the most poor.

9Chen, Datt and Ravallion, "Is Poverty Increasing in the Developing World?", WPS1 146, The World Bank, June 1993
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Figure 2.2
Consumption Expenditure

Rural Consumption Patterns Urban Consumption Patterns

0.6 0.6r

0.5 - 0.5 -_ _
- I-~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~I

0.4 - - *Non-Poor 0.4 i Non-Pool

0.3 -P- E ipoor 0.3 E Poor

0.2 EVery Poor 0.2 ! WVryPOor
0.1 i 0.11

0 0~~~~-.

0 1: 1~~~~~~~~~~~~~~
_ _ _ _ .Z 5 _ _

2.31 For the average rural household, education is an important expense that declines as a
preportion of non-food expenditures as income level falls. The percentage decreases from 13
percent for the non-poor, to 8 percent for the poor, and 4 percent for the very poor. Similarly, the
education of share of total non-food consumption is lower for urban households than it is for rural
households. For the average urban households, the comparable shares are 11 for the non-poor, 7
percent for the poor, and 2 percent for the very-poor.

2.32 However, there is surprisingly very little difference in urban and rural enrollment rates at
the primary school level (see Table 2.9). The difference is more significant across income groups.
For instance, enrollment rates for children age 7-13 in the rural areas, is 93 percent for the non-
poor, 90 percent for the poor, and 88 percent for the very poor. In the urban areas, the
comparable percentages are 97 percent for the non-poor, 96 percent for the poor and 88 percent for
the non-poor. Data from the ICES also show that enrollment rates are the lowest among the school
age population residing on commercial farms. This is consistent with data from the Fourth Sentinel
Survey and also from an ILO study on Child Labour in Zimbabwe. However, at the secondary
school level, the difference is more significant between rural and urban enrollment rates.
Surprisingly, the urban poor have the highest school enrollment rate for children ages 14-17 (90
percent).

Table 2.9: Education Enrollment Rates

Enrollment of Children 7-13 Enrollment of Children 14-17
Rural Urban Rural Urban

Non-poor 93 97 75 81

Poor 90 96 69 90

Very Poor 88 88 72 77
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2.33 In addition to the quantitative lack of education, there are problems with the quality of
education. These are related to low levels of learning achievement, large number of school leavers
who either lack the relevant skills for or are simply unable to find productive employment
opportunities, inequitable allocation of government resources across communities and within the
education sector, and gender-specific issues such as higher drop-out rates and lower performance of
girls in the education system. The Government of Zimbabwe and the Bank undertook a
collaborative review of primary and secondary education in 1991 to explore options for dealing
with some of the most pressing outstanding issues. An underlying theme of this report is the need
to link the type of education offered in secondary schools to the work prospects for school leavers.
In particular, the report recommended that secondary schools should focus on improving basic

skills, especially in English, science and mathematics. By ensuring that children learn as much
English, mathematics and science as possible, they would be best equipped later to find income-
earning opportunities in the formal, small-scale or informal sector of the economy. The report
further recommended that more specialized vocational training should be delivered after school
(including to school drop-outs) by employers, post-secondary institutions, NGOs and other
specialized agencies better placed to achieve flexibility and efficiency in the use of scarce training
resources. The report argued that this approach would have the best chance of creating the flexible
workforce needed for rapid economic adjustment.

2.34 In the health sector, despite the increase in the number of clinics during the eighties,
regional disparities remain in the distribution of clinics and access to health services still remains
uneven. A recent UN estimate (1993 Human Development Report) is that about 30 percent of the
population have no access to health services. Rural dwellers in many districts still do not have
access to a well-staffed and equipped rural health center (RHC) or to district referral hospital; and
as a result maternal morbidity and mortality rates are unacceptably high. There is evidence that
some of the leading health indicators such as infant mortality rates, maternal mortality rates remain
unacceptably high in rural areas and are on the increase in Harare. Another problem affecting
poverty levels is alcohol abuse. The First Workshop on Food, Nutrition and Agricultural Policy
reported that about a third of the country's chronically malnourished children come from homes
with alcohol abuse problems.
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Annex 2.1. The Data

2.35 Sources and the type of data used in the poverty profile for Zimbabwe are presented in this
annex. It is divided into four parts starting with a summary of the Income Consumption and
Expenditure Survey (ICES) data (part A), a short discussion about their limitations (part B),
applicability of the sample weights (part C), and alternative cost of living indexes and the
methodology for converting the household consumption data into real values (part D.)

A. ICES Data

2.36 A national sample of 14,788 households covering 246 enumeration areas (EAs) stratified
according to communal areas, large scale commercial farms, urban, resettlement areas, small-scale
commercial farms, and province was selected for the 1990/91 ICES. Each EA was picked
randomly and households were selected by systematic sampling. The interview was expected to be
conducted in a manner that within each stratum, enumerated households were representative of
each of the twelve survey months, that is, July 1990 to June 1991. This would therefore satisfy the
underlying assumption that monthly seasonal variation in household income, consumption and
expenditure would even out across strata. For example, in a given strata, if ten households were
interviewed every month during the 1990/91 ICES, the results would be similar to what would have
been achieved by visiting ten households every month over the one year period. We cannot
validate this assumption from the data; however, in eight, out of the 75 1990/91 ICES stratas, the
interview was completed in less than 12 months.

2.37 Each surveyed household was visited over a period of one month. During that period,
information on household social characteristics, food consumption, agricultural and non-agricultural
production activities, non-food consumption expenditure, employment income, and household
investment transactions were collected. On the initial visit, details on household composition and
other social and economic characteristics were compiled. This was followed with weekly visits
during which information on household food commodity consumption budgets was collected. On
the last visit, interviews on household non-food consumption (excluding durables) budgets;
agricultural and home based non-agricultural income generating activities; and employment income
were also conducted. The reference period for these interviews was the previous month, except for
purchase of durable household goods and employment, which was the last twelve months.

B. General Assessment

2.38 The 1990/91 ICES was earmarked to cover 14,788 households, but the database contains
information for 14,269 households only. Of these, 1294 have been eliminated from our analysis
because of poor data. Reliability of the 1990/91 ICES data can be inferred from the data
collection methodologies and intuitive judgment about what would be regarded as a realistic
observation. Household food consumption particulars were to be recorded daily by the household.
At the end of each survey week, the enumerator enters these particulars into the questionnaire.
Because of cultural values, time constraint and ignorance by the respondent about meals or drinks
taken away from home by other family members, the records may be understated. For example, if
the daily consumption record book is kept by the head of the household who happens to be a male,
and since cooking is generally done by women, it is probable that he will not be fully informed
about what was consumed on that particular day.
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2.39 On the other hand, if it is the women reporting, chances are that time constraint and poor
lighting, in particular, in the rural areas, will interfere with the record keeping and thus there is a
possible basis for inaccurate reports. It is therefore, conceivable that the ICES data on food
consumption are under reported. Non-food household consumption expenditure is also subject to
misreporting. Transfers given out, transport expenses, imputed values of rent or fuelwood,
especially in the rural areas, and in-kind consumption, e.g., free housing, transportation, food or
medical services may not be fully reported, especially in households with more than one
employment income recipient with such kind of entitlements.10

2.40 In summary, identifiable data discrepancies includes: incomplete information on food and
housing, double reporting of information on housing, lack of sampling weights, and extreme total
consumption values. In the survey, a household is defined as "a group of persons who normally
live and eat together.""II According to this definition, household records without housing and or
food consumption expenditure details would not qualify to be called a household. There are also
instances whereby the household reported both paid and imputed rent. Generally, these are the
same households who have reported to be living in housing provided by the employer. Lastly,
aggregation of household consumption values reveal sums per capita which are either too low or
too high to be plausible.

2.41 It has been estimated that, on the average, the per capita adult daily consumption of maize
is half a kilogram (kg). 12 The July 1990, official price of roller meal is Z$0.47 per kg. Therefore,
the annual cost of maize consumption per adult amounts to Z$86.48. Furthermore, the World
Health Organization (WHO) has made some estimates of recommended daily food energy intake at
different ages and by gender. Assuming an average body weight of 60-65 kg for an adult
performing activities at the 1.6 basal metabolic rate level, the overall daily average energy
requirement per capita is about 2,116 calories.

2.42 On the average, it will cost about Z$77.40 per capita per annum to meet the annual caloric
requirement from maize consumption. If we assume this to be equivalent to total food
consumption, from the 1990/91 ICES, the average per capita total consumption expenditure for
households with food consumption of Z$77.40 is Z$230. Even if the household consumption
budgets are underreported, it is implausible for the annual per capita consumption to be less than 50
percent of Z$230. Therefore, households with overall per capita consumption below Z$120, are
excluded from the poverty analysis, otherwise the incidence of poverty will be overestimated. The
following table shows number and categories of excluded households.

'0For example, about 1161 individuals are reported to be employed including their place of employment and daily hours
worked, but no employment income is recorded. Also, households with housing provided for by the employer, have neither
reported imputed rent nor income in kind but paid rent. Obviously, if the data collection procedures were strictly adhered to
this type of inconsistencies in the data would not exist.
IIDefinition and concepts, Section 1.1 The Household; 1990/92 ICES, CSO.
'2Alleviating Hunger in Zimbabwe, Toward a Food Strategy, Sept. 1990.
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Table 2.10: Summary of Households deleted from the Zimbabwe Poverty Analysis*

Communal Commercial Farms Resettlement
Total areas Large Small areas Urban

Selected 14788 6108 2580 460 540 5100
Survey 14269 5984 2575 438 512 4760
Total deleted 1294 360 279 48 27 580
no income and consumption 10 1 - - - 9
no food and rent 6 3 - - - 3
food but no rent 833 171 224 18 12 408
rent but no food 17 5 5 - - 7
paid & imputed rent are reported 239 24 42 28 1 144
no sampling weights 1 1 - - - -
extreme values:

below Zim. $120 PCHHCE 175 153 6 2 14
Zim. $40,000 or more 13 2 2 - - 9

Proportion of deleted to
surveyed sample 9 6 11 11 5 12

Proportion of selected to
surveyed sample 104 102 100 105 105 107

*Less than ten percent of the survey sample was excluded, with no subgroup having more than 12 percent
deleted.

C. Sample Weights

2.43 The 1990/91 ICES sample is self-weighted; that is, households selected for each
enumeration had to conform to their proportionate contribution to the 1982 census household
listing. The elimination of the 1,294 households from our analytical sample inevitably affects the
quality of the results; but based on the available information, this shortcoming of the data cannot be
resolved. Weights for stratums where the survey was done in less than 12 months are, however,
adjusted to 12 months accordingly.

D. Price Estimates

2.44 The most serious limitation of the 1990/91 ICES data as the basis for analyzing poverty in
Zimbabwe is that only information on nominal values of items consumed by the household was
collected. Ideally, comparisons of welfare situations across different areas in the country and over
a period of time should be based on real values. Therefore, consumption data are adjusted for
spatial and over time price differences by using a comparable cost of living index developed from
the Consumer Price Index (CPI) for urban lower income consumers data kept by the CSO. A cost
of living index is constructed for each of the eight provinces in the country from the respective CPI
average prices for July 1990 to June 1991, taking Harare as the base. The ICES values data are
then deflated by the estimated cost of living index. Finally, the results are corrected for inflation.
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This is done by using July 1990 CPI as the base, and subsequent monthly CPI deflators are
calculated for the twelve survey months.

2.45 The CSO compiles urban monthly CPI estimates for Bulawayo, Gweru, Harare and Mutare
lower and higher income consumers, and also for Kadoma and Kwekwe in the latter case. These
monthly CPI estimates represent price movements in six out of the eight provinces. The two
provinces not covered by the monthly CPIs are Matabele land South and Masvingo. As a proxy,
the CPI for Bulawayo, which is in Matabele land North, is used for Matabele land South.
Bulawayo is located almost at the border of the two provinces, which share a common agro-
ecological zone, which happens to be the least suitable for agricultural crop production. This
means that a large part of their food consumption is purchased, but the price differential between
Matabele land North and South provinces is not likely to be significant.

2.46 Masvingo province is the least urbanized, with seven percent of its population urban in
1982. It borders Manicaland and Midlands, but its potential for agricultural production conforms
more to that of Midlands. 13 The CPI for Gweru is therefore used for both Midlands and Masvingo
provinces.

Spatial Price Differences

2.47 Harare, which is Zimbabwe's largest urban center is used as the comparator in smoothing
out the impact of price differentials in the household consumption expenditure data. This is done in
four stages. First, items that constitute the major part of household consumption budget are
identified. Second, July 1990 prices of items which are also included in the CPI are obtained.
These items are listed in Table 2.10. Third, prices for Harare are divided by the prices of each of
the other urban areas, thus deriving a uniform set of price conversion factors. Fourth, the nominal
consumption values for each of the items listed in Table 2.10 are summed up by province. The
results are subsequently multiplied by the corresponding conversion factor.

2.48 The last operation is equivalent to converting the original consumption values into
quantities and back into standardized values using Harare as the comparator. Separate summations
of food and non-food consumption items in nominal and standardized values are obtained according
to the classification of items in Table 2.10. The ratios of the nominal to the standardized values are
therefore the cost of living indexes for food and for non-food items. A weighed average of these
two is therefore the cost of living index for the particular province. Table 2.11 shows the cost of
living index by province.

13From the 1992 population census preliminary results the respective population per square kilometer is 21.6
and 26.5 for Masvingo and Midlands, compared to 42 for Manicaland.
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Table 2.10: CPI commodity proxies for cost of living index for provincial price differences

CPI commodity 1990/91 ICEC group of commodities

Food

White bread White bread, brown bread, cake and wheat flour
Roller meal Maize grain and maize meal
Stewing steak Beef
Chicken Chicken, goat meat and offal
Kapenta Kapenta
Fresh milk Clotted milk, fresh milk, powdered milk and sterilized

milk
Eggs Eggs
Peanut Butter Butter
Cooking oil panol Cooking oil and other vegetable oil
Bananas Bananas
Cabbage Cabbage
Onions Onions
Rape or covo Rape
Tomatoes Tomatoes
Dried beans Beans
Potatoes Potatoes
White sugar sugar
Tea Tea
Mineral drinks Fruit juices and minerals
Opaque beer Clear beer and opaque beer
Cigarettes, madison Cigarettes

Non-food

Mens' trousers Trouser and jackets for men
Dress short sleeves Ladies dresses
Ladies shoes Ladies footwear
Rent Rent of house or flat
Water rates Water charges
Electricity Electricity
Paraffin Paraffin
Firewood Firewood
Blanket Blankets
Detergent surf Detergents
Laundry soap Soap for laundry
Servants wages Domestic wages in cash
Doctor's fees Fees paid to doctors and dentists
Petrol Gasoline, petrol
Bus fares weekdays Fares on buses
Education, fees School and university tuition fees
School uniforms School uniform
Lifebuoy soap Toilet soap
Close-up toothpaste Toothpaste
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Table 2.11: Provincial cost of living indexes

Province Cost of living index

Manicaland 0.864
Mashonaland Central 0.940
Mashonaland East 1.000
Mashonaland West 0.977
Matabeleland North 0.929
Matabeleland South 0.929
Midlands 0.872
Masvingo 0.893

Inflation (July 1990 - June 1991)

2.49 The Harare overall CPIs for July 1990 - June 1991 are the basis for deriving the inflation
adjustment factors, i.e., price deflators. These are calculated as the ratio of the particular month's
CPI to that of July 1990. Values of aggregate household consumption expenditure which are
already converted to Harare prices, at the household level, are therefore divided by the deflator
corresponding to the survey month for the particular household. Table 2.12 shows the monthly
price deflators.

Table 2.12: Monthly cost of living indexes

Month Cost of living index

July 1990 1.0000
August 1990 1.0221
September 1990 1.0196
October 1990 1.0314
November 1990 1.0339
December 1990 1.0608
January 1991 1.0619
February 1991 1.0647
March 1991 1.1885
April 1991 1.1905
May 1991 1.2305
June 1991 1.2439
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Annex 2.2. Derivation of the Poverty Lines

2.50 The primnary direct measures of poverty rely upon a set of poverty lines dividing the
population into the non-poor, the poor and the very poor. The derivation of poverty lines for
Zimbabwe uses a measure of poverty based on per capita consumption. Consumption data from
the Zimbabwe 1990 Income, Consumption, and Expenditure Survey (ICES) are used to derive the
consumption-based poverty lines for Zimbabwe.

2.51 First, two baseline poverty thresholds are derived to differentiate between the "very poor"
(i.e., those who are unable to meet their basic daily nutritional requirement even if they were to
allocate all their consumption to food) and "the poor" (i.e., those with insufficient means to acquire
the basic needs basket of food, shelter, clothing, health, and education). Further sectoral
disaggregation is done to take account of rural-urban differentials that exist in price levels and
consumption patterns.

2.52 Deriving the poverty threshold for the "very poor" and "poor" involves three discrete
tasks: (a) identifying the basic food basket that provides the minimum caloric intake and level of
food consumption required to maintain a healthy body; (b) calculating the corresponding income
necessary to purchase this basic food basket to define the minimum consumption threshold for the
"very poor"; and (c) identifying and valuating the composition of non-food essential commodities
and services that should be added basic food basket in order to arrive at the consumption threshold
for the "poor." These three steps are outlined below.

A. The Basic Food Basket

2.53 The minimum food basket for Zimbabwe is defined in terms of minimum daily caloric
intake required by an average person doing average work load. The FAO recommended daily
requirement allowance of 2100 calories for an adult male age 30-60 years performing average
activity work is used as the benchmark for the minimum caloric intake. (It should be noted that the
First National Consultative Workshop on Food, Nutrition and Agricultural Policy in 1990 found a
per capita availability in the country of 2500 calories.) The composition and quantities in the food
basket were arrived at on the basis on consultations the first CEM mission held with Nutrition Unit
in the Ministry of Health, Ministry of Agriculture staff as well as discussions with Bank staff
knowledgeable about local conditions in Zimbabwe on the food items most available in Zimbabwe
and the local eating habits. The food basket thus derived has been adjusted to reflect the actual
consumption patterns of the individual food items by the lowest 30 percent of the population
(income decile). The adjusted table is presented in Table 2.13. This table represents our best
judgment of the least cost method of meeting the 2100 in Zimbabwe. In specific, the quantities of
food basket satisfying the benchmark of average daily caloric intake of 2100 per person are
determined as follows:

(i) the 2100 calories are distributed according to the pattern of food commodity
consumption reflected by the FAO AGROSTAT caloric intake for 1990 (source:
IECSE, World Bank); and

(ii) the results are converted into quantities by applying food nutrient
conversion factors suggested by the FAO for Eastern, Central and Southern
Africa.
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Valuing the Basic Food Basket

2.54 The estimated value of the quantities of the food basket defined above is our proxy for the
implied income, that is, the threshold for the food (lower) poverty line. To obtain this value, three
sets of prices are used selectively between rural and urban areas. To arrive at maize prices, we
first determined the proportion of the grain-based and refined-based consumption of total maize
consumption in rural and urban areas using actual maize consumption data from the ICES. The
maize prices used in the table represent a weighted average of (i) grain-based maize consumption
valued at the 1990/91 Grain Marketing Board (GMB) producer price (for rural areas) and selling
price (for urban areas), and (ii) refined-based maize consumption valued at Harare CPI price for
roller meal. Urban prices for all other items were taken from the July 1990/91 Harare consumer
price index data. With the exception of prices for millet, sorghum, pulses, oil crops, rape, and
poultry, the same urban CPI prices are used for valuating food items in the rural food basket.
GMB producer prices (1990/91) are used for valuating millet and sorghum. For price estimates on
the remaining items are adjusted down to reflect lower prices in the rural areas.

2.55 Following this, per capita consumption values of cereals, sugar, pulses, oils and fats,
vegetables and meats, including their overall sums are obtained from the 1990/91 ICES t These
are then compared with the corresponding values derived for the food basket shown in Table 2.13.
As a result, the values of some of the commodities in the basket are adjusted to conform with the
pattern of consumption suggested by the 1990/91 ICES data.'5 In the rural areas, the shares of
calories originating from maize are increased and bread reduced accordingly. For urban areas,
consumption of millet and sorghum appear to be negligible; therefore these two items do not appear
in the urban food basket. The quantities and values for these commodities are also revised
accordingly. The resultant estimate poverty line for the "very poor" is Z$209 for the rural areas
and Z$325 for the urban areas. The details are shown in the Table 2.14 below. 16

C. Adding Essential Non-Food Items

2.56 The poverty line for the "poor" is derived by adding the value of the non-food essentials to
the value of the minimum food basket. In addition to food, shelter, health, education and
transportation are the primary basic needs necessary for normal minimum living environment.
Estimated values of these non-food consumption items are equal to their 1990/91 ICES per capita
per annum values, at the level of total consumption corresponding to Z$209 for food, for rural, and
Z$325 for urban. The resultant poverty lines for the "poor" are estimated at Z$340 for rural and
Z$550 for urban are calculated as the sum of the food (lower) poverty thresholds plus the values of
these non-food items.

14These values are per adult male equivalent population scales.
15Here we are assuming that the pattern of food commodity consumption, for rural people, matches that of per capita food
consumption of Z$130-300, depicted by the survey data. For the urban areas the corresponding range is Z$130400.
16The values for other foods is the difference between of the sums of the values of the other commodities in the basket and the
1990/91 ICES overall food consumption level at the point where the sub-total for the same commodities are approximately
consistent.
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TABLE 2.13: Estimate of Qualities of Food Consumption Basket Per Person

Min. daily cal. Grams Equivalent kgs
Food Commodity intake/person per per year

100

Rural Urban calories Rural Urban

TOTAL 2100 2100
Cereals ex. beer

Bread 57 255 240 8.67 38.78

Maize 1124 1067 343 119.61 113.54

Millet 117 318 20.32

Sorghum 64 337 6.93

Sugar 85 83 375 8.08 8.08

Pulses 97 107 320 11.06 12.20

Oil Crops 113 113 572 7.21 7.21

Vegetable Oils 153 168 900 6.21 6.81

Vegetables

Tomatoes 2 2 22 3.32 3.32

Onion 2 2 38 1.92 1.92

Rape 83 69 58 52.23 43.42

Meats

Meat, bovine 56 115 234 8.74 17.94

Poultry 14 11 125 4.09 3.21

Fish 34 25 319 3.89 2.86

Milk/Eggs 33 66 79 15.25 30.49

Butter/Margarine 8 17 747 0.39 0.83
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Table 2.14. Estimates of Values of Food Consumption Basket for Per Person Per Year

Food Commodity July 1990 Prices Z$ per year

Rural Urban Rural Urban

TOTAL 209.25 325.32
Cereals ex. beer

Bread 0.95 0.95 8.24 36.64
Maize 0.34 0.49 40.67 55.64
Millet 0.27 5.49
Sorghum 0.22 1.52

Sugar 1.40 1.40 11.31 11.31

Pulses 0.45 0.60 4.98 7.32

Oil Crops 1.23 1.75 8.87 12.62

Vegetable Oils 3.87 3.87 24.01 26.37

Vegetables

Tomatoes 1.48 1.48 4.91 4.91

Onion 1.69 1.69 3.25 3.25
Rape 0.50 1.15 26.12 49.94

Meats
Meat, bovine 3.75 3.75 32.76 67.27
Poultry 3.50 4.78 14.31 15.35
Fish 2.30 2.30 8.95 6.58

Milk/Eggs 0.82 0.82 12.50 25.00

Butter/Margarine 3.52 3.52 1.38 2.92
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CHAPTER 3: SOCIAL ACHIEVEMENTS AND
CHALLENGES

3.1 Since independence in 1980, Zimbabwe's Government has actively sought to ensure
equitable access to public goods and services as an important part of the effort to reduce poverty.
This effort has focused on the rural economy, because the majority of the population still lives
there, and because this is where the more acute problems of inequality and poverty exist (see
Chapter 2). There are five areas of public investment/expenditure which have been central to this
effort to reduce inequality and poverty since independence: (i) investments in human resources
(education and health); (ii) infrastructure investments, particularly in rural areas; (iii) public
services for smallholder agricultural producers; (iv) access to additional assets, particularly land
but also credit/finance; and (v) a social safety net for the most needy.

3.2 Largely due to such programs, Zimbabwe has achieved major improvements in the social
sectors during the 1980s. Infant mortality dropped from 86 per 1,000 live births at the time of
independence to 49 per 1,000 ten years later; immunization increased from 25 percent to 80
percent; child malnutrition was reduced from 22 percent to 12 percent; life expectancy increased
from 56 years to 62; primary school enrollment doubled from 1.2 million to 2.4 million; and adult
literacy rose from 55 percent in 1970 to 67 percent in 1990.

3.3 As a result of these gains, Zimbabwe's social indicators compare favorably with those of
other developing countries (see Table 3. 1). By 1990, Zimbabwe had a lower infant mortality rate,
higher adult literacy and higher school enrollment rate than the average for developing countries.
It had achieved a higher life expectancy than Sub-Saharan Africa, though it remained slightly lower
than the average for all developing countries.

3.4 Zimbabwe now faces several key questions related to maintaining and building on the
achievements: (i) Are current levels of public expenditures for such investments sustainable? Do
some forms of investment in fact require increases, and if so, how can this be financed'? (ii) Can
the returns to these investments be increased through more flexible mechanisms and targeting'?
Are the investments providing the right outputs, given the probable areas for economic growth and
employment? (iii) In the medium- to long-term, what are possible principles for burden-sharing
between public, enterprise, and household sectors for strategic investment activities'? These issues
are dealt with briefly in this chapter, and in more depth in the paper, "The Public Sector and
Poverty Reduction Options."

3.5 As part of its economic reform program, government has reduced its expenditure as a
share of GDP from 46 percent in 1989/90 to 39 percent in 1993/94, and plans to reduce it further
in the coming year. At the same time, the obligatory expenditures, largely made up of debt
amortization and interest payments and public service pension costs, have grown from a little over
20 percent of the budget twelve years ago to 30 percent in 1993/94. Together, these two trends
mean that resources available to fund government programs have fallen considerably, and might
continue to fall, making it more important than ever that government target its resources to cover
priority areas. Government needs to identify which functions are of strategic importance to the
attainment of growth and poverty reduction and cannot be done more efficiently by other entities,
and what resources these require. Less important areas can either be transferred to other institu-
tions or have service-levels reduced.
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Table 3.1 Selected Key Social Indicators

Zimbabwe Sub- All Developing
SaharanAfrica Countries

1980 1990 1990 1990

Life expectancy (years) 56 62 52 63
Infant mortality (perlOOO births) 86 49 103 71
Under 5 mortality (per 1000 births) 128 58 175 106
Immunization (%) 25 80 49 84
School enrollment- primary (%) 83 117 49 104

- secondary(%) 8 50 68 61
Adult literacy (%) .. 67 50 64
Access to potable water- urban (%) .. 99 68 88

- rural(%) .. 14 26 68

3.6 The budget covers both investment and recurrent expenditures. In a period of declining
public resources, focus should be on efficient utilization of existing capacity, rather than expansion
through further investments. The current public sector investment program (PSIP) contains about
1,500 projects. This large number of projects makes monitoring and management difficult, and, as
the PSIP list of activities is not easily available over time, it is difficult to discern what shifts in
government investment priorities have actually taken place.

3.7 While donors fund about 30 percent of the PSIP, another third of the funding comes from
parastatals' own resources. The latter includes borrowings, which have increased considerably
over the last years as direct transfers from the treasury have decreased. These borrowings
represent a potential problem for government, as some parastatals are currently unable to fully
service their loans from the public sector, and their government-guaranteed debt with the financial
sector risks becoming a future liability on the public purse if prudent management is not assured.
This might further constrain resources available for growth-enhancing and poverty-reducing
initiatives analyzed in this study.

3.8 Within the recurrent cost items, personnel costs have declined as a share of budget over the
last four years. While some of this is due to reductions in number of civil servants, most of it is
caused by a sharp decline in real wages. This has allowed allocations for operations and mainte-
nance costs to increase, but there is clearly a need to analyze carefully the balance between number
of civil servants required, their remuneration levels and hence their quality, and the resources they
have to work with, to ensure a dedicated, quality staff with sufficient resources to be able to fulfill
its tasks in a timely manner.
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A. Investing in Human Resources

3.9 Zimbabwe recognizes that human resources development is fundamental to longer-term
sustainable growth, particularly given the globalization of production and the increasing
importance of human capital. Furthermore, human resources development is probably the most
equitable form of social investment. Investment in health and education has been one of
Zimbabwe's top priorities. Before independence, public expenditures on social services were
highly skewed in favor of the white minority. On average, 20 times more resources were spent on
each white primary school pupil than on each black student. Furthermore, most of the expendi-
tures were in urban areas, the rural population being serviced largely by church-affiliated
institutions. Over the last dozen years, major gains have been made in terms of access to primary
eduction and elementary preventive and curative health care by the population.

3.10 Despite its significant investments in this area so far, Zimbabwe still faces the question of
whether the country is investing enough in education and health for long-run sustainable poverty
reduction, and if resources are allocated efficiently across activities, regions and ethnic groups. In
this connection, the gender dimension is crucial, as women's health and educational levels have a
significant impact on the welfare of other members of the household, particularly children,
including their educational attainment and hence long-term income-earning prospects.

Education

3.11 Enrollment in primary schools has doubled since independence, largely due to the rapid
expansion in rural schools, and with the increase in girls' enrollment leading to almost no gender
bias in primary schooling today. The local mobilization which made this possible is impressive:
virtually all the 1,000 rural primary schools built after independence were constructed by the com-
munities themselves, bringing the total number of primary schools to around 4,500. The explosion
in secondary education has been even greater, enrollments going from 75,000 at the time of
independence to over 650,000 today in the country's 1,500 secondary schools.

3.12 To achieve these gains, Figure 3.1: Educational Expenditure
Government increased education's
share of the total budget from
independence up to 1990/1. This Measures of National Effort

trend was reversed in 1991/92 and 20
1992/93, largely due to the drought 18

and competition from directly 16---
drought-related expenditures, but 14-1-

government has again expanded the 12- -.
budget share of education in 1993/94. 10 -
In terms of GDP-allocations for 8 --- - _ -

education, however, there has been a 6 -.

steady decline over the last five years 4 -
(see Figure 3.1). In spite of this fall, 2 - . . ..

0 - i--4-----------+---s--4 I i i Zimbabwe is still investing a 1982183 1984/85 1986187 198a819 199091 1992f93

relatively large share of both GDP
and public resources in education. _ _ _ Share _ of budgetOC__Share_of GDP____

Zimbabwe has been investing about 4
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percent of GDP in primary education. This suggests that the future challenge is not to increase
overall spending but to enhance the efficiency with which these investments contribute to growth
and poverty reduction.

3.13 Cut-backs in resources have hit 3.2: Educational Expenditures
primary education the hardest (see Shares of GDP
Figure 3.2), which is contrary to what
would be desirable from a public 10.00%
finance point of view: the public goods 8.00%

aspects of primary education are
greater than at higher levels of 6.00%-- -- . .
education, and social rates of return to
investments in primary education in 4.00%-
Africa are also higher than for higher 2.00% .... .

education. Furthermore, primary
education is more important from a 0.00%

poverty-reduction, and social and 1982/83 1984/85 1986/87 1988l89 1990/91 1992/93

gender equity, point of view, than i-Total EducationoC Primary Ed
secondary or tertiary education is. `-Secondary Ed t- University
Indeed, the distinctive feature of East .
Asia's public expenditure on education
was not its overall magnitude, but the
high proportion (70 percent or more) devoted to primary education. The analysis in Chapter 2
indicates a strong inverse correlation between education and the incidence of poverty.

3. 14 In primary school, the average class size has dropped from 44 students per teacher in
1980/81 to under 40 now; the percentage of teachers who have formal qualifications has improved
considerably; and a per capita grant is provided to schools to help defray operating costs. Current-
ly, this grant is Z$24/year for each student in rural schools, Z$12/year for high-density (low
income) urban and Z$8/year for low-density (high income) urban schools. Schools in low density
urban areas are expected to contribute the most from local resources and rural schools are expected
to contribute the least. At the same time, however, real wages for teachers have dropped 25-35
percent over the last three years, leading many teachers to leave the public school system. This
reduction in real wages is threatening the morale and quality of teacher input and thereby the
sustainability of gains already made. While teacher training colleagues graduate about 6,000 new
teachers per year, about 5,000 leave the sector, with a high percentage of these being relatively
highly qualified and experienced teachers. Despite this recent fall in real wages, the share of the
primary education budget going to teachers' salaries has increased from under 90 percent at the
time of independence to over 95 percent over the last three years, meaning that resources for
materials and monitoring and other forms of quality enhancement by the ministry have been cut
back sharply. As rural schools have the least qualified and hence the lowest paid teachers, there is
still an urban expenditure bias. Public sector costs per student in 1994 in rural areas hover around
Z$500, while in urban areas the amounts are 40-50 percent higher. This urban bias, however, is
considerably lower than that found in many other developing countries and much lower than it was
in 1980.

3.15 While virtually all eligible children enter school, about 25 percent drop out before they
reach 7th grade, with drop-out rates being higher in rural than in urban areas. Another 25 percent
end their education when they leave primary school, so half the children in a given age group get
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at most seven years of schooling with little evident gender bias at this level. Boys are 30 percent
more likely than girls to transit from 7th grade to high school. However, once in secondary
school, girls are more likely than boys to drop out. The pass rates for 'O'-level exams have been
hovering around a low 12-15 percent of all who sit for the exams. The end result has been that
less than 5 percent of all those who enter first grade in primary school pass their 'O'-levels, with
the percentage for girls being as low as 3 percent.

3.16 The appropriateness of English-based 'O'-level academic standards for education in Africa
can be questioned, as can the system of judging a student's academic qualifications on the basis of
one set of exams alone. More worrisome is the general downgrading in the public's perceptions of
the value of other forms of education. Even poor rural households often spend a very high share
of total savings to enable their children to sit the 'O'-levels, sometimes several times over.

3.17 This raises questions concerning the extreme concentration of both private and public
resources on 'O'-level education. For those who leave the school system without the '0'-level
certificate -- i.e., over 95 percent of an age cohort -- there are few alternative educational
opportunities available. Zimbabwe has only a dozen technical/vocational colleges, a similar
number of teachers' training colleges, and six agricultural institutes and colleges. The competition
to get in at these institutions is therefore keen, so most entrants are in fact successful '0'-level
graduates. While resources allocated to technical/vocational and teachers training colleges were
equal to university funding during the first years after independence, during the last five years
funding for the country's two universities has risen sharply, today outspending the other forms of
higher education by a ratio of 2:1. Other forms of skills-oriented training, particularly at basic
skills levels, receive virtually no support from the public sector, being largely provided by the
private sector: either NGOs, church groups, or private institutions and schools.

3.18 School fees have always existed for secondary schools, though the fees have been gradated
by general ability to pay: low fees in rural schools, higher in high-density urban schools, and
highest in low-density areas. In 1992, fees were also introduced in urban primary schools, again
with lower fees in high-density schools than in the low-density ones. The fees were adjusted in
1994, however, with fee increases being larger percentages in the low-income areas than in high-
income, and higher for primary school than secondary school. Hence the system's sensitivity to
ability to pay and its favoring primary over secondary education has been somewhat eroded (see
Table 3.2 for details). All fee collections go directly to Treasury -- there is no fee retention at
facility or Ministry level.

3.19 University fees represent a much lower share of actual costs than fees being charged in
high-income primary and secondary schools. University students hence receive a greater subsidy
in both nominal and relative terms than students at lower levels of education, while university
studies cost the public sector about 60-65 times more per student than primary education.
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Table 3.2: Annual School Fees, 1992-1994

PRIMARY: 1992 & 1993 1994 Percent Change
Rural Nil Nil Nil
High-density 60 75 25
Low-density 210 240 14.3
SECONDARY:
Rural 150 150 Nil
High-density 210 255 21.4
Low-density 450 495 10
Boarding Fees 1,125 1,650 46.7
Source: Ministry of Education and Culture

3.20 Zimbabwe's achievement in education are among the country's most impressive gains since
independence, putting Zimbabwe near the top of the list in Africa in terms of absolute
achievements and the pace at which these results have been attained. The country is, however,
now facing a series of challenges regarding the future of its human resources development,
including (i) the drop in resources allocated to primary education, and its quality, may threaten
gains already made in this critical area; (ii) resources allocated to education are biased in favor of
urban areas, are going disproportionality to higher levels of education, and are directed more
towards academic than technical/vocational/agricultural training and general skills-upgrading; and
(iii) the vast majority of an age group leaves the school system without significant labor market
relevant skills.

3.21 Recommendations. While Zimbabwe has achieved much progress in education, budget
resources have fallen and the quality of education has suffered in recent years due to budget cut-
backs. Moreover, public expenditures are biased towards urban areas and drop-out rates are
higher in rural areas. On the other hand, local School Development Committees provide a vehicle
for community participation and decision-making regarding resource allocation, and households
pay a large share of costs, so there is already real burden-sharing between public and household
sectors. The firm and household sectors cannot, though, be expected to compensate for declines in
public resources for primary education, so government should consider this area as first priority in
terms of public expenditures, and ensure that universal quality education is provided. Sustained
investment in basic human capital was fundamental to the success of countries such as Malaysia,
the Republic of Korea, Singapore, Thailand and Indonesia. Using education as an illustration, The
East Asian Miracle concludes that "in most of the countries in East Asia, public investments in
education were not only larger than elsewhere in absolute terms -- they were better." These
countries emphasized publicly-funded, high-quality universal primary schooling, combined with
expanded secondary and tertiary facilities with merit-based admissions and a self-financed private
system.

3.22 School fees, exam fees, and other costs of schooling are causing serious hardships for low-
income households. Students in rural primary schools are exempt from paying school fees, and
this could be extended to low-income (high-density) urban areas. The current policy of charging
fees while over half the students in high-density urban areas are eligible for fee-payment by SDF
generates enormous costs to households, school administrators, the ministry of education and the
SDF itself. Access to SDF has proven to be costly and many eligible students are hence not
benefiting. SDF support also carries a social stigma, which ought to be avoided. Doing away
with fees in these areas might generate overall savings to society. In low-density areas, fees could



54

be reduced, while households under the minimum income levels should be exempt. The schools
could be given authority to carry out the screening and provide a list of those who are exempt.

3.23 In secondary schools, a distinction could be made between (i) those who take the
Zimbabwe Junior Certificate of Education after Form II; (ii) those who take 'O'-levels (Forms III
and IV); and (iii) 'A'-levels (Forms V and VI). While fees today are the same for all Form levels,
differentiated fees for these three levels of academic achievement could be envisaged. In the case
of Forms I-IV, fees could continue to differentiate between rural, high-density urban and low-
density urban areas, with no families really being fee exempt, except that eligible households in
low-density areas pay the high-density fees. A differentiated fee structure for 'O'-levels could be
established favoring rural areas and girls, as girls tend to drop out more often than boys. The SDF
could compensate the Exam Board for the resulting loss of revenue. In the case of 'A'-level
schooling, most of these schools are in low-density areas, and very few students attend, so only
one fee would be set, with poor households paying a specified share, say 50 percent of this.

3.24 To improve equity and generate budgetary savings, the "government schools" (i.e., the
large urban schools which existed before independence and which are still receiving direct
government support at higher per capita levels than other schools) could be integrated into the
general school system and the support could be provided on a par with that received by other
schools. In order to provide better quality education in rural areas and correct some of the urban
bias in school expenditures, per capita grant levels could be reconsidered. Grants to rural schools
could be increased while those in low density suburbs could be reduced, implicitly asking better-
off families to contribute more to the education of their children. The higher per capita rural
grants could be used to ensure availability of materials. The importance of this option is
underlined by research findings in Zimbabwe showing that a well-planned mix of school inputs can
overcome a poor socio-economic home environment.

3.25 The Ministry has initiated a scheme for upgrading managerial staff of primary and
secondary schools to ensure better management of scarce human and financial resources. This
program should be accelerated, with particular attention paid to heads of rural schools, including
those of non-registered schools in LSCF areas.

3.26 Due to the rapid expansion of the educational system, a number of teachers do not have
formal teachers' qualifications. Nationwide, about 20 percent of primary school teachers are
unqualified, in secondary school the figure is over 30 percent, with the figures higher in rural
areas. These teachers have few possibilities for a career unless these skills can be upgraded.
Moreover, these less qualified teachers are often from the community, and thus are less likely to
move away; and often already have housing (which is a major problem for rural schools). By
focusing distance education on upgrading skills of such teachers with concomitant possibilities for
pay rises, and by having senior teaching staff and Rural District Councils (RDC) province
monitoring staff focus on the quality of this group's work, a more cost-effective quality teaching
staff can be developed.

3.27 Gender bias in education is a problem, particularly in rural areas, which is reproduced by
attitudinal/cultural outlooks of parents, teacbers and students themselves. The link in this chain
that is easiest to change is the teachers, since (i) they are generally the most educated segment of
(rural) society; (ii) they can take a more independent stand from local society's views; (iii) they
represent important role models for young children; (iv) they are the easiest group to reach and
educate. If teachers can promote self-confidence in young girls, some of the obstacles to girls'
educational achievements might be overcome.
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3.28 Fifty percent of the children never go beyond primary school and another 25 percent leave
after two years of secondary schooling. They require more practical skills that can provide
income-earning opportunities. There are, however, limited possibilities for complementary
technical, vocational or agricultural training available, and most of these are offered by NGOs
which must charge fees for them. A major obstacle to an expansion in such offerings is the lack of
effective demand (disposable income which households can allocate to such training). A possibility
is to provide non-transferable training vouchers to school leavers which can be redeemed by any
institution that receives approval for its training activities (such approval needs to be a flexible
scheme, preferably administered at RDC level). School leavers will then be able to purchase the
additional training they want. By permitting redemption to take place over, for example, a five-
year period, school leavers will have time to consider options, try out some activities and search
out training that best suits the career opportunities they wish to pursue. This also means that the
real value of the vouchers depreciates over time, making the program cheaper than the face value
of the vouchers. One principle could be that students leaving before or at 7th-grade get the
equivalent of 50 percent of Form I and II costs and Form II-leavers get the equivalent of 75 percent
of Form III costs. Though the voucher scheme may seem a costly addition to public sector
education, it may be the single most cost-efficient training for the poor, and for poverty-alleviation
and equity reasons alone, such a scheme may merit serious consideration.

3.29 The universities need to generate more of their own revenue directly through increasing
tuition and fees. Student loans should be available with a debt collection system which takes
account of the possibilities of graduates leaving the country. In addition, a fixed-value grant
scheme could be funded by the government for the university to administer, allocating the funds on
a mixture of needs and academic achievement. SDF could provide some 'topping up' grants for
special target groups, e.g., women going into certain fields, students from rural areas.

3.30 The public sector needs qualified teachers for technical, vocational and agricultural
institutions of higher learning; more medical doctors in the rural areas; economists, statisticians
and planners in central ministries and provincial and district administrations. As with teacher
training, the public sector could pick up a large part of student loans or provide additional grants
for those joining the public sector for a given number of years.

3.31 The existing colleges for technical, vocational, agricultural and teacher training as well as
the youth training centers are managed by four different ministries which have different fee/tuition
policies. Furthermore, other public institutions, such as the Zimbabwe Manpower Development
Fund, (ZIMDEF), provide resources to some of these institutions. A more consistent fee policy
should be established, which among other things should ensure more resources for current
expenditures.

3.32 To strengthen investments in education it is suggested that:

(a) Government should allocate 4 to 4.5 percent of GDP on primary education,

(b) School and exam fees be revisited, along with the current grant system, to (i) ensure
access to primary education for all children, (ii) increase resources for rural schools, and
(iii) provide particular incentives for girls to attend secondary school.

(c) The category of "government schools" be eliminated and the schools handed over to
local authorities.
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(d) To upgrade the quality of rural education, particular attention could be paid to
improving skills and career prospects for so-called temporary teachers.

(e) For students who leave the school system after 7th grade or Form II, consider a
voucher scheme whereby school leavers are issued non-transferable vouchers equivalent to
a certain percentage of what it would have cost society to have them receive an additional
(one or two) years' of schooling in the public sector, which can be redeemed within a five-
year period for approved training courses.

(f) Tuition and fees at universities should be increased to reflect at least 50 percent of the
real costs of university education. The fellowship scheme should continue to be divided
into two different components; the grant program administered directly by the universities,
and loans.

Health, Population and Nutrition

3.33 Zimbabwe has invested considerable resources in the fields of health, population and
nutrition. As a result, the country has the highest percentage of women using modern
contraceptive methods in Africa; acute malnutrition is by and large a problem of the past, and
impressive gains have been made in the overall health status of the nation. A program of
constructing or upgrading 500 rural health clinics and strengthening hospital services in rural
areas/district towns has been achieved while improving the flow of medical supplies to rural areas.
More nurses with better qualifications have entered the system, more emphasis has been on
preventive and simple curative care such as immunization campaigns, and health information
services in the areas of family planning, mother-child health care, environmental health, and
treatment of communicable diseases (TB, STIs) has been expanded. In addition to gains made as
registered by the national averages, even more important changes for the rural poor, have come
about who have experienced substantial improvement in their access to health care and hence their
health status.

3.34 Problems exist, however. The population growth rate is still about 3 percent per year. In
the rural areas, this population increase is one of the major factors contributing to the pressure on
land. Stunting among under-five year-old children remained about 30 percent, pointing to
continued under- or malnourishment in parts of the country. This is an important indicator of
structural poverty in the economy, as malnourishment caused by drought is usually dealt with quite
efficiently. This indicates that household food security is still an important issue, particularly in
rural areas, and is tied to levels of total household income and the problems of sources of
economic growth and their distributional impact.

3.35 Whereas the country has made major inroads in the fight against typical health problems of
poor countries, such as infant and maternal mortality rates, communicable diseases, etc., the rapid
increase in HIV threatens to reverse this positive trend. It is estimated that 800,000 may be HIV-
positive today, meaning a high percentage of the sexually active, particularly in the urban areas,
are already infected. Thousands of children are becoming AIDS-orphans, and many elderly people
are losing their social support systems along with their adult children. Patients with full-blown
AIDS already make up a high percentage of in-patients at the hospitals, laying claim to a large
share of the country's scarce health resources. If infection rates continue to rise, the health care
system will face a serious crisis before the end of the decade, sending a strong signal that the
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Figure 3.3: Health Expenditures major health challenge facing the nation
today is the continued fight against the
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3.36 As in education, the country invested significant shares of its resources to improve the
quality and access of health care for the poorer segments of society during the 1980s. Health sector
expenditure increased from about 2 percent of GDP in 1980 to 3 percent at the end of the decade.
Over the last four years, however, real expenditures per capita fell by 30 percent (see Figure 3.3),
due primarily to the impact of the drought on government revenue, and the general compression of
government expenditures. Preventative care, commonly considered to be the most cost effective
part of the health care system, has declined from 15-16 percent of the health budget in the late
1980s to 12-13 percent by 1994. Cuts in grants to church related and local authority run hospitals
is seriously constraining their ability to maintain services, and these represent cost-efficient
facilities servicing rural and peri-urban poor.

3.37 The decline in resources is creating strains and threatening the sustainability of health
sector achievements. Real wages of health personal have fallen by about 30 percent since 1990,
fueling an exodus of qualified staff and generating discontent as reflected in strikes by segments of
the heafth care community. Church related hospitals currently provide 70 percent of rural hospital
beds and 75 percent of the medical doctors in rural areas. Over 95 percent of all doctors in rural
areas are foreign, most of whom stay for a limited period of time. Such a high percentage is not a
viable long-term solution. Some way needs to be found to ensure that doctors trained at the
University of Zimbabwe become an increasing share of the needed number of doctors in rural
areas.

3.38 Several health indicators have deteriorated in recent years. In particular, participation in
prenatal care has fallen and the percentage of babies born before arrival at hospital has increased.
Government reported to the December 1992 CG that malnutrition and the number of children with
low weight at birth both increased in 1992.

3.39 It has been widely suggested that Zimbabwe's ESAP has had a detrimental effect on health
services for the poor in two ways: (i) efforts to reduce the fiscal deficit have led to cut-backs in
health expenditure; (ii) increases in user fees and collection rates, coupled with an ineffective
exemption system, has reduced access to health services. The decline in the government's health
budget, however, was largely the result of a fall in government revenue due to the drought. In
fact, the health budget has fallen by less than other parts of government expenditure, was
substantially increased in 1993/94, and is set to increase further in 1994/95. While Zimbabwe has
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always had user fees, in practice the rural population did not pay for health care, and collection
rates were low in urban areas. Health fees represented about 4 percent of recurrent expenditures at
independence, but had dropped to half this level ten years later. Most of the fees were generated at
the central hospitals, and fee levels had not changed since 1985. Towards the end of 1991,
government strengthened its fee-collection practices as part of a general policy to charge more
realistic prices for publicly provided goods and services. To protect the poor, the government
exempted households with monthly incomes under Z$150 from most health fees, which at the time
of the 1985 fee increases was equivalent to 25 percent of GDP/capita. The tightening of fees
policies occurred just as the worst drought of the century hit the country, reducing households'
disposable income for discretionary expenditures substantially. Stricter enforcement of fee policies
therefore had an adverse impact on equity. Government announced early in 1992 that the fee
exemption income level would be increased to Z$400, though actual implementation of this was
delayed till November that year, at which time this again represented about 25 percent of
GDP/capita income levels. In practice, this exemption system has proven costly to implement and
not able to guarantee access by the poor to health care.

3.40 A further restructuring plus increase in fees as of January 1994 has streamlined the system
by simplifying fees, making them similar across the various kinds of facilities, increasing the costs
of by- passing the referral system and seeking care at higher levels of the delivery system, largely
unifying maternity fees, including drugs in the fee costs except at the provincial and central
hospitals, continuing to provide health services with large positive externalities (immunizations,
TB treatment) free and charging more realistic prices for services in higher-level facilities. One of
the main objectives of this set of changes is to strengthen the referral system to increase efficiency
and contain the cost of delivering health services. However, the fee increases at lower levels have
been high for poor households, and with a fee exemption system that does not function effectively,
barriers to entry have been created, in part due to distorted information/perceptions among poor
households. Of particular concern are the high fees for ante-natal care, which cause a problem for
infant and maternal mortality prevention.

3.41 The various levels of facilities often offer too wide a range of services, stretching resources
too thin and undermining quality of services, particularly at lower levels, making delivery of
health care packages less cost-efficient. Government's desire to move towards a more decentral-
ized public administration highlights the need for more efficient internal management -- of person-
nel, finances, supplies -- and a more demand-based decision-making culture within the health care
system. At the same time, it is clear that some of the most important gains in health outcomes
may require actions outside the jurisdiction of the Ministry of Health: (i) compression of health
care salaries remains a severe constraint to retaining qualified medical staff; (ii) a formal
multisectoral approach to nutrition would allow more effective integration of household food
security into an overall nutrition program; (iii) integrating sex education in schools would
strengthen family planning, particularly demand for children, which is an important determinant of
fertility (along with status and income levels of women).

3.42 Current challenges in the health sector include: (i) improving the efficiency of health care
delivery, particularly with respect to the major issue of HIV, continuing the strong link with
population/family planning. This requires attention to health education and preventive care at
primary facility level, combined with strengthened and decentralized management; (ii) examining
the effects of the fee structure to ensure access to affordable health care by all. Health services at
primary facility level could either be free or charged at very low levels, differentiating -- as in the
education sector -- between rural, high-density and low-density urban facilities, perhaps with 100
percent fee retention at facility level once administrative capacity is in place. Fees for same
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services should increase at an increasing rate as one moves up the service delivery system (the
marginal costs of by-passing lower levels should increase). Services of importance to women, in
particular ante-natal care, should be made available at low cost. The fee exemption system should
not be counted on to ensure coverage, and should therefore only be used as a screening/assistance
tool when expensive curative services are to be provided at higher-level facilities; (iii) in order to
make home-based care a realistic option, the re-introduction of village health workers could be
considered as an effective means of supporting this in rural areas.

3.43 Recommendations. To address these challenges, actions need to focus on combating the
spread of AIDS, improving the efficiency of health care delivery, ensuring adequate resource
levels, and ensuring access by the poor. AIDS is posing a serious threat not only to the fiscal
viability of the health care system, but also to the overall growth prospects of the economy, since
it strikes the adult population during its most productive years. The AIDS crisis is exacerbated by
poverty in a number of ways, the most serious perhaps being the split-household strategy which
most rural households have had to adopt to survive: male members of the family look for work in
urban centers, while wives and children remain in the rural areas. This increases the probability of
contracting HIV through relationships outside the marriage, often bringing it back to their spouses
in the rural areas. AIDS orphans, elderly people losing their adult children and hence support
system, and AIDS patients are becoming an increasingly common phenomenon, and the tendency
is for them to be sent to the rural areas, where the women are given the quite heavy additional
burden of caring for AIDS victims. A systematic and vigorous health information and education
program along with affordable and easy access to condoms is critical if the transmission rate of
HIV is to be reduced.

3.44 Focusing more on preventive care and providing a certain service at lower levels of the
health delivery system is cost-efficient, but requires that primary level facilities are able to deliver
quality care to the population. This is the sine qua non for the referral system to function
properly: the 'point of entry' facility -- rural health centers and urban clinics -- must provide
decent services on time. This will only be possible if more attention is given to the management,
training and materials accorded primary level facilities.

3.45 Making the referral system function better is a key objective of the health fee policy. This
requires both the delivery of quality services at clinics and district hospitals and a supportive fee
structure. Several issues need to be taken into consideration in setting fees: (i) health services
which are true public goods or with positive externalities should continue to be free to all; (ii) fees
at primary facility level should be affordable by all, (iii) as with education, the cost of services
should be based on a general ability to pay (services in rural areas should be cheaper than in high-
density urban, which in turn should cost less than in low-density areas), (iv) the cost of similar
services as one moves up the delivery chain should increase -- it should be more costly by-passing
a rural hospital to a district hospital than from a health center to a rural hospital. In practice, this
may mean that hospitals need to have a clinic within them, since in many urban areas the nearest
health facility may be a hospital and not a clinic. Furthermore, the clinics would have to stay open
longer to function effectively as a referral center. Today, many patients wait till health posts have
closed and then go to hospital facilities for elementary care, claiming this is in effect the entry
point in the health system; (v) care should be taken to make services of importance to mothers and
children easily accessible, with low or no fees. This is particularly important for ante-natal care,
where price-barriers have a negative impact on infant and maternal mortality rates.
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3.46 Against this background, the recent abolition of fees at entry level facilities in rural areas is
very welcome. Still, all fees for antenatal, maternity and child health services should also be
suspended; and free basic health services, including immunizations, preventive care and infectious
diseases, should be maintained. Moreover, any symbolic fees collected should be retained by the
facility concerned for operations and maintenance purposes.

3.47 To simplify and streamline the health care delivery system, a more focused delivery of
"core" packages at the various levels of health facilities is being developed by the ministry, based
on comparative cost advantages and capacity to deliver, to improve utilization of infrastructure,
equipment and personnel. This could be linked with a more decentralized health delivery system,
including strengthening the role of the RDCs, but requires that technical and managerial skills for
delivering the "core" health packages must be in place. Health officials at central and provincial
levels need to become supporters and quality facilitators for local health systems, rather than
controllers. Linked to this is a need to improve management and administration of health sector
resources. There has been an overemphasis on the need for medical skills in an area where
managerial/planning talents are needed. For a more efficient system to function, mutual trust and
respect, based on relevant qualifications and capacity to actually take on such managerial and
planning tasks by health system administrators, will be required.

3.48 A more decentralized health delivery system requires more medical doctors at RDC/rural
area levels. A system of 'quasi-bonding' through a loan-program for medical students willing to
work in rural areas may be the most cost-effective solution, at least till Zimbabwe can afford to
pay the financial premium necessary to attract doctors to rural areas. Ensuring that services are
provided as low as possible in the health care system is important, because one of the major
inefficiencies in the system today is the excess demand at the high-cost referral facility level.
There is already one major hospital under construction which is taking over 70 percent of the
ministry of health's construction budget. Before such vast undertakings are supported, however, it
may be worthwhile to assess whether the country's needs could be better served with smaller poly-
clinics taking care of simple medical/surgical needs, freeing up referral centers to focus on their
real task. Additional health care capacity provided by the private sector should in principle be
welcomed and public facilities need to be planned accordingly and ensure the continued availability
of health care resources for the poor.

3.49 To make the system more efficient, the distinctions between government, council and so-
called mission health facilities should be removed as far as resources allocations are concerned.
This is to some extent true in the field of personnel, where provincial health directors can re-assign
staff as needs arise, and the fees policies have been made uniform throughout the country. Budget
resources, though, are still allocated based on different criteria and from different budget lines,
which makes the system quite inequitable in terms of funds available per patient/treatment service
according to facility type, and rigid when trying to re-allocate resources between government and
council facilities.

3.50 Home-based or community-based health care is increasingly seen as a necessary
complement to hospital care for a number of health issues which Zimbabwe faces, not least the
spread of HIV/AIDS. This can only be viable, however, if the women who are given these
additional burdens are given effective assistance. One solution is to have the 6,000 Village
Community Workers, VCWs (currently under the ministry of national affairs, employment
creation and cooperatives) return to the role for which most of them were originally trained,
namely Village Health Workers. Linked to the development of RDCs, this can become a critical
support cadre, particularly since 90 percent of the VCWs are themselves women. Doubling their
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current monthly allowance of Z$75 would provide a village level health system for under Z$11
million a year in direct personnel costs. Zimbabwe has a well integrated program of family
planning and mother-child health care, where immunization, growth monitoring, and nutritional
information are provided to most households. The high population growth rates and the
persistence of stunting point to the need for strengthening the work in this area through public
health information/ education/ communication.

3.51 The key health sector suggestions are:

(a) Accord continued high priority to the National AIDS Control Program.

(b) Revise the structure of health fees to ensure access to health care by all, base it on
ability to pay, and emphasize mother child health concerns, in particular, access to ante-
natal care.

(c) Provide more resources -- financial, medical, administrative -- to primary health care
facilities, with particular focus on health education and preventive care.

(d) Home-based and/or community-based care as a strategy for delivering more cost-
effective services, particularly in rural areas, is only viable if the health system itself
actively supports this. Serious consideration should be given to having Village
Community Workers return to the health care system as Village Health Workers.

B. Infrastructure Servicing the Poor

3.52 Along with health and education, the government through its Integrated Water Supply and
Sanitation Program (IWSSP) is investing heavily in rural water and sanitation, the goal being to
provide easy access to safe water, and offer possibilities for improved sanitation through a low-
cost latrine-building program. Women, in particular, benefit from this through easier access to
improved quantity and quality of water. Along with better sanitation, this has also cut down
water-borne and other forms of communicable diseases, further lessening the demand on women's
time by reducing the need to care for sick members of the household.

3.53 In urban areas, basic infrastructure is required before any construction is permitted,
ensuring virtual universal access to water, sewerage, and roads. Other services, such as energy,
telecommunications, transport etc. are easily accessible. However, the high standards demanded
of all forms of urban infrastructure along with a policy of charging close to real costs, make the
costs of urban living very high for the poor. The recent relaxation of building codes as well as
making the construction business itself more competitive has improved the situation somewhat, as
has the liberalization of urban transport. Greater flexibility concerning low-cost solutions for
provisions of basic services in low-income areas which do not threaten environmental health would
still seem to be feasible and would further lower living costs in urban areas.

3.54 Infrastructure needs in rural areas have sometimes been ranked in order of importance by
the poor with a typical ranking having provision of water for household consumption as the most
important; then roads; schools; health facilities; water for agricultural production; marketing
infrastructure and transport; sanitation; non-biomass energy; and telecommunications.
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3.55 Water provision using bush pumps with shallow or deep wells, boreholes, or protected
water points is common in rural Zimbabwe, providing safe water, usually at reasonable cost, with
very good coverage attained (see Table 3.3). More important in the drier regions, perhaps, is that
underground water sources are often more reliable, given that rainfall is uneven across regions;
through the year, and from one year to the next. This means that vulnerability to drought condi-
tions is an important aspect when considering the cost-effectiveness of alternative technologies.
The rural water program is largely donor-funded, with communities being asked to fund little
either in the way of capital expenditures or the operations and maintenance costs. This is
jeopardizing the continued service flow from existing water points, and constraining the country's
ability to continue expanding coverage. Government has focused its attention on the communal
areas and resettlement schemes. Data from the large-scale commercial farming (LSCF) areas
indicate that while water provision and sanitation coverage seem reasonable, environmental health
conditions might present more of a community health problem there than in other rural areas.

Table 3.3: Access to Potable Water and Sanitation Facilities

Area Pop Shallow Deep Bore- Cove- VIP Cove-rage
(mill) Wells Wells holes rage Latrines

Urban Areas 3.1 100% 100%
Communal Areas 5.4 7,463 6,157 10,494 55% 187,000 21%
Resettlement Areas 0.3 310 1,735 100% 19%
LSCF Areas 1.5 26,000 water points 70% 60,000 24%
State Land 0.3 80%
TOTAL 10.6 73% 44%
Source:

3.56 Through the District Development Fund (DDF) an ambitious program of upgrading or
constructing roads in the communal and resettlement areas has provided rural Zimbabwe with an
impressive road network, both in terms of kilometers of roads and their quality. So far, 14,000
kms of the 18,000 kms of roads defined as 'primary rural roads' have been upgraded. The rural
road program defines its objectives in terms of maximum distances of households to primary,
secondary or tertiary rural roads. It is generally recognized that it will be difficult, if not
impossible, to actually reach these goals because of high costs. These are partly a function of the
high standards to which particularly the primary rural roads are being built, but also due to the
capital intensity of the technology chosen. While the program is seen to be technically efficient, it
is highly centralized, in part because there is a need for close management of the expensive equip-
ment-park of the program. However, DDF was also forced to centralize the financial management
in the mid-1980s due to inability of some districts to manage road construction funds properly -
partly due to lack of capacity, partly due to mismanagement. Road construction was to lower
transport costs for smallholder producers, to allow them to participate more actively in the market,
and to open access to social services. Data indicate that the supply response in terms of marketed
agricultural surplus from smallholders is linked more with location to better quality land, price
movements of crops, availability of credit and technical assistance (see Chapter 4). However,
passenger transport has tripled over the last ten years. This is important for access to a number of
markets other than for agricultural inputs and products: labor is now much more mobile and can
therefore look for gainful employment further away; non-agricultural production -- which is an
important source of cash income particularly for women in rural areas -- can be brought to markets
farther away, improving the profitability of these activities; household members have faster and
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cheaper access to social services; and urban-produced goods and services are reaching the rural
areas at lower cost.

3.57 The expanded marketing infrastructure put in place by the various marketing boards
provided an important complementary service to rural producers, as the public sector assumed the
additional cost of purchasing in marginal areas through subsidies on transport and the operations of
the agricultural parastatals. Agricultural Marketing Boards have extended their purchasing
programs and storage facilities. However, expanding marketing infrastructure has been costly
(see Chapter 4). The cost-efficiency at these programs need to be examined, with the social
dimension of these services given serious weight. Without support, rural producers in more
marginal areas will not be able to access the market. Private traders will not go there due to
trading costs being too high and the producers themselves are not able to transport their surplus to
trading depots far away.

3.58 Educational facilities in rural areas were largely built by the church before independence
and then by local communities themselves. Maintenance of the schools are still the responsibility
of the communities/parents, and costs of education make up a substantial share of households'
income. School Development Committees (SDCs) now exist at each school, and the
governments's per capita grants are given to the SDCs for recurrent expenditures. Community
involvement is substantial and meaningful since the resource decisions are taken by the SDCs.
The government finances both construction and maintenance costs of health facilities. However,
with little or no real revenue being raised by low-level facilities, and resource and administrative
decisions taken by the health authorities, the system is often perceived by households as
representing a supply-driven entitlement program.

3.59 Water for agricultural production -- crops and livestock -- is one of the more vexing
problems facing the country. Of the country's 12,000 dams, the 100 largest contain about 80
percent of total storage capacity, and most of these were built to supply the LSCF sector. Almost
90 percent of irrigated land is in privately-owned commercial farming areas (including the large
sugar estates) where the national blend-price of water is significantly below long-run marginal
costs. Smaller, village-based dams may be less costly per cubic meter of storage capacity, but the
economic returns are often lower: (i) the evaporation rates are high; (ii) very few rivers being
dammed are perennial so the dams tend to dry up during dry spells and therefore do not provide
the kind of insurance-function for livestock which is critical; (iii) many of the schemes provide
between a quarter and half a hectare of land to each household, which is often used for production
of staples and this may not be the most efficient use of this water; (iv) much of the land which is
being serviced by such small-scale schemes is of poor quality; (v) essential complementary inputs,
such as fertilizer, improved seed, better pest and disease control are not always available; and (vi)
small-scale irrigation usually only pays off if production focuses on high value-added crops, such
as horticultural products and is reasonably close to urban markets.

3.60 The sanitation component of the rural water supply program is based on a large own-
contribution, and hence is basically reaching the better-off households in the rural areas. Though
improved Blair-latrines generate important positive externalities, the public sector should probably
not provide more subsidies than it already does. Better health education is, at least in the short
run, a reasonably cost-efficient substitute (as well as a critical complement) to the latrines. Where
the public sector might consider a more aggressive stance is in LSCF areas, where high population
density in farm compounds requires better sanitary conditions than in more sparsely settled areas.
More importantly, other lower-cost alternatives might be encouraged, providing low-income
households with options concerning improved sanitation.
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3.61 Zimbabwe has relatively low share of households connected to power and a low number of
telephones per head of population. Twenty percent of households have power, compared with 54

percent for India, 46 percent Egypt and 20 percent in Malawi. Zimbabwe has 13 telephones per
1,000 people, whereas India has 6, Malaysia 89 and Thailand 24. Power or telephones may not
appear to be directly related to poverty reduction but they are important for growth and hence
employment creation. Furthermore over time, access to power may be important for environmental
sustainability, as it reduces fuelwood consumption.

3.62 Common to a number of the rural infrastructure programs is the high share of capital costs
being funded by donors, and dependence on central government resources for recurrent expendi-
tures to ensure continued service flows. The economic and social impacts of infrastructure
programs for rural households are substantial, but the costs are also high, both on the construction
and maintenance sides. There is a clear need to shift the burden more onto local communities, but
this requires a consistent approach to burden-sharing between local societies and households on the
one side, and central and external funding sources on the other. Several questions arise: (i) what
revenue sources are available at local levels to support more sustainable pricing of public services?
Charges for public services need to be moderated by ability to pay by households and the public
goods content of the different services need to be taken into consideration; (ii) since the resource
base to support such costs varies considerably from one region to another, and how will equity be
ensured i.e., what will be the principles for burden-sharing between central and local resources,
and within the local community, between the various actors there? (iii) how will burden sharing be
linked to decision-making power and influence as well as sharing of revenue sources? -- i.e., what
will be the degree of real decentralization which will go with the increased responsibilities at local
levels. "Lumpy" public investments such as water points but in particular capital-intensive ones
like roads and electricity provision require a careful weighing of several factors, not least of which
is beneficiaries' ability to influence choice of sites, technologies, and timing/prioritization of
activity compared with alternative community investments in order for communities to assume the
long-term responsibilities for such investments. The World Bank's "World Development Report
1994," which analyzes infrastructure issues in developing countries, notes the critical role
options/choices plays in creating sustainable infrastructure service flows, and that infrastructure
investment-decisions need to be based on real demand from users.

3.63 Recommendations. Infrastructure financing is an area where burden-sharing is
particularly complex, and where the situation of RDCs merits special consideration. While urban
councils have, until recently generally generating surpluses on their current accounts, the
communal areas have been heavily subsidized as far as new infrastructure capital and recurrent
costs are concerned. With RDCs, now being authorized to incur expenditures as well as raise
revenue for a number of public sector, the financial relationship between central and local
authorities must be based on a clearer, more transparent basis, with RDCs having legitimate claims
on certain block transfers from the center.

3.64 The further deregulation of the urban environment as far as housing and productive
activities are concerned, are important for poor households, as it increases their ability to both
retain higher shares of incomes for savings and investments, and makes actual investment costs in
productive activities lower. A review of building, planning, environmental and health standards
could permit lower-cost solutions to a number of infrastructure needs for the poor. Further
liberalization of building codes in urban areas, for example, would allow low-income households
realistic possibilities of gaining access to urban housing.
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3.65 With current price policies there are virtually no limits to the additional infrastructure rural
communities want, but there are severe limits in terms of what the country can afford to construct
and communities can maintain in the long run. Choosing among the options should primarily
depend on expected returns to investments. For investments which are to contribute to poverty
reduction, however, additional criteria need to be employed to ensure that the resource-poor
households are given adequate access to basic services.

3.66 For drinking water, local financing of operations and maintenance (O&M) ought to be a
minimum contribution to the overall cost of establishing a new water point. O&M costs, however,
are closely linked to construction costs, which in turn are a function of the technology chosen.
Hence, several dimensions need to be considered when designing fee/cost recovery policies for
rural water supplies: (i) the natural conditions in more arid regions generally require more costly
water supply solutions. Should households in these regions bear the full cost of this fact? (ii)
population densities in dry areas are lower, meaning either that average distance to a water point is
greater or the average number of families per water point is lower, providing additional costs per
liter of water received. Should the public sector even out real costs per unit of water received, or
would this distort the overall resource-cost signaling effect which prices are to convey? (iii) the
public goods aspects/positive externalities of safe water supply are substantial. While the benefits
are most apparent to women in the household, it is often the males who make decisions on cash
payments. If males refuse to pay, should society-at-large step in to provide access to critical public
goods?

3.67 Zimbabwe is to carry out a review of its water management policies, including pricing
policies for different types of use. Regarding rural drinking water, several options could be looked
at as part of this review. To cover positive externalities, the public sector could continue to
assume capital costs for the construction of water points, independent of technology chosen. Rural
communities could pay the full O&M cost in all but the more arid areas, but even there the local
communities should assume some of the O&M costs.

3.68 If water point maintenance works over time become incorporated into village-based public
works programs (PWP) managed by the local RDCs and communities jointly, O&M costs can be
brought down, and servicing improved. Furthermore the possibilities for increased local
ownership and hence greater assumption of cost-sharing burdens by local authorities and
beneficiary households will improve. A forward-looking policy which lays out how govermnent
sees the burdens of water supply changing over the next five to ten years needs to be presented and
discussed with RDCs, to ensure that the demand for additional water points is based on a realistic
assessment of what the financial implications are. As part of this new policy, possibilities for the
local community to define fee policies should be encouraged, as local societies have a better idea of
who can and who cannot afford to pay for such public services. Water for productive purposes is
a complex and emotive issue. Without a stable and permanent source of water, the productivity of
land is much reduced. Meanwhile access to land in communal areas represents an important social
safety net in Zimbabwean society today. The question is whether water can be provided in the
form, quantities and price to justify the cost of doing so. However, one thing that is clear is that
large scale farming should not continue to enjoy highly subsidized public provision of irrigation
water while small scale farmers don't. This subsidy only gets capitalized into the value of land
and inhibits the more effective operation of a land market.

3.69 The rural road network to be in place by the end of the decade will reduce average
transaction/transportation costs for the rural economy. Any construction beyond what has been
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defined in the government's 'primary rural road network' program should presumably be financed
from own resources. The major concern is with the maintenance of the network, which is already
dependent on donor resources. While the maintenance of roads in commercial farming areas was
based on own-resources, much of the additional road network built or upgraded since independence
is in the communal and resettlement areas, for which virtually no local resources mobilization
takes place. A solution which could ensure the maintenance of both rural primary and national
roads (primary and secondary national roads under the Department of State Roads, DSR) is to
create a national road fund, based on a fixed-value levy per liter of fuel - gasoline and diesel. The
funds could be distributed on a fixed value per kilometer basis to the DSR and local authorities
(RDCs and urban councils). To ensure poverty reduction impact, however, there could be
additional quotas for poorer regions.

3.70 Marketing infrastructure in the more productive regions of the country is not much of an
issue, as the marketing boards are becoming commercially oriented and competition from private
traders is permitted. The question is the social/developmental role particularly the GMB plays in
more marginal areas, where the transport subsidies and costs of operating/maintaining
commercially non-viable trading points are vital for these communities' ability to market surpluses.
While it is sometimes argued that it would be more efficient to simply provide an average subsidy
to affected households more or less equal to the subsidy costs of this trading network, abandon
these trading points and let the households use the subsidy themselves to market any surplus they
might have, this ignores the fact that these trading points do provide some economies of scale, and
market imperfections may allow monopoly pricing by traders thus depriving producers in poor
areas of opportunities to earn reasonable returns from marketable surpluses.

3.71 The further deregulation of rural passenger transport, opening up possibilities for mini-bus
operators between rural areas and district and provincial 'hubs,' would not only provide
possibilities for new entrepreneurs to enter the sector, but wsould also increase periodicity of bus
departures and make access to local markets cheaper in terms of time costs. It would also reduce
the need for long-chassis buses to start their rural routes in the early hours of the morning in order
to be able to reach the provincial or national capital by noon, thus reduce queuing and other costs
for rural families. Monitoring of safety standards, collection of registration fees etc. could devolve
to RDCs.

3.72 Rural sanitation programs are largely based on the subsidy to the construction of so-called
Blair latrines. Since the share of total costs which households have to pay is quite high -- around
70-75 percent -- only the better-off families can in fact afford to access these subsidies. It does,
however, provide improved sanitation to a number of households who otherwise could not have
afforded them, and the positive externalities to improved sanitation among the better off -- who
often live in the center of villages and more closely together -- can justify these subsidies. Though
the commercial farms are private property, more active reinforcement of health standards along
with directed targeting of latrine subsidies to these areas should perhaps be considered by RDCs.

3.73 Electricity and telecommunications are considered indispensable if rural growth points are
going to be able to develop. Providing these, however, does not guarantee success. Provision of
such services should be demand-driven with pricing based on long run average marginal costs. A
pan-territorial pricing for electricity and other similar services does imply a taxation of large-scale
urban consumers, as the latter are not being able to internalize the full gains from economies of
scale generated by operating in densely served urban centers. If urban producers were able to
capture all of these, however, the urban 'pull' due to such cost-advantages would increase
urbanization, making it virtually impossible for rural growth-point based industries to compete.
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The negative externalities of rapid urbanization are by and large not being taxed, so the implicit
subsidy on energy to rural areas would compensate for this.

C. Public Services

3.74 At independence, about 800,000 African smallholders were working relatively poor land
with little public support, poor access to markets, and serious household food security problems,
particularly in the drier southern and western regions of the country. The government has
provided considerable support to smallholder agriculture since independence by redirecting veteri-
nary, extension, tsetse-eradication and research and development efforts towards small-scale
producers. While output from the sector has grown considerably, the distribution of this surplus is
highly concentrated both regionally and within the various communities (see Chapter 4). Public
support to smallholders may, in fact, have strengthened this concentration since technologies
disseminated were more appropriate for high-potential regions and were geared towards more
modem-sector inputs such as improved seed used with fertilizers, and cash crops which required
own-resources for implementation; there was an emphasis on reaching farmers who were seen to
have 'high potential,' such as producers with Master Farmer certificates or own-resources to
invest. In addition there is a male-bias in the way information is disseminated and the crops
which are emphasized. Women usually have less time to attend formal meetings favored by
extension agents, males tend to be more engaged in the kinds of crops the extension service has
focused on, and most of the extension agents are males who generally are less sensitive to
women's needs than female extension agents are.

3.75 The ministry of agriculture's support to smallscale agricultural producers reached almost I
percent of GDP in 1986/87, but has declined since then, with real expenditures per farmer now
down by about 30 percent (see Chapter 4). Real wages for public servants have fallen, while funds
for recurrent expenditures have dropped even more, affecting both morale and ability to reach
producers. The ministry is considering ways of improving both internal efficiency, raising
revenues for certain services rendered to smallholders, and reorganizing of those sections of the
public sector which can provide more commercially-based activities. The ability of poor
households to pay for services in a situation where the drought wiped out a large share of their
assets is necessarily limiting the possibilities of such burden-sharing initiatives. In spite of this
limited capacity to pay, the extension of services to help small-scale farmers establish
environmentally sustainable practices is vital to avoid an increase in food insecurity and poverty in
rural areas.

3.76 To spread the effects of modern-sector development more evenly across the country, to
stem rural-urban migration, and to provide stronger rural-urban economic links, the government
has promoted 'rural growth points.' In each of the 55 districts, one (semi)-urban agglomeration
was chosen for more intensive development, where the government set up administrative centers
with offices for various public services, encouraged the agricultural marketing boards to establish
marketing centers or depots; and invested in infrastructure (roads, modern water supply and sanita-
tion systems). In some areas, this included access to electricity and telephones, construction of
small industrial shells for emerging industrial activities. Lower taxes are paid by businesses which
establish themselves in the growth points, and the pan-territorial pricing for certain public services
provide, in effect, another subsidy to enterprises in these designated areas.
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3.77 The public sector has provided virtually no direct support to non-agricultural production,
whether in rural or urban areas. The Industrial Development Corporation has begun a program to
provide industrial warehouses for small scale enterprises. As of early 1994, eight factories, each
of 400 square meters were completed and leased and 26 were under development. However, these
are much too large and inflexible to meet the needs of all but a few medium scale firms. Where
such initiatives have been successful elsewhere, and success has been limited, they have focused on
smaller, more flexible structures. Micro-enterprises and small-scale industry have had limited
access to credit and markets, including export possibilities. They have received virtually no
support in terms of technical development, managerial skills, access to information and new
technologies; have limited forward links to the formal sector. Partly as a result of this, small and
micro enterprises have exhibited limited internal dynamics for growth and development. Despite
this, about a quarter of the labor force is engaged in micro-enterprise activities, the overwhelming
majority being self-employed home-based producers. An estimated 70 percent of these are rural
women, providing supplementary cash income through such activities. The Small Enterprise
Development Corporation was established in 1985 and granted loans with Z$61 million between
1986 and 1991. In recent years, commercial banks have tried to increase their lending to small
scale enterprises, but this seems to be as much in responses to a concern to maintain favor with the
government and Reserve Bank as it is to a profitable business opportunity, at least in the short run.
In early 1994, this lending received a boost with the announcement that government would provide
Z$400 million over the next three years for concessionary loans to small scale enterprises. While
world experience shows that credit is important for development and growth, it is equally clear
that access is the most important factor, not cost. Concessional schemes have not generally been
very successful, as they have suffered from a lack of sustainability and from rent seeking behavior
and regulation to try and control it. Up to 1983, only II percent of loans given to Malay
businesses by the Malaysian Industrial Development Finance Corporation in the late 1960s and
1970s had been paid back. Moreover, such credit schemes have generally not reached the very
poor. Commercial oriented efforts designed to meet the financing needs of small scale or micro
enterprises in a responsive and sustainable manner have generally been more successful. One such
initiative which has been able to establish such lending in Zimbabwe is Zambuko Trust.

3.78 Recommendations. The fall in public resources allocated to services for small-scale
agricultural producer-services will probably be difficult to reverse, though current levels must be
maintained and preferably increased. The demands for such services are increasing for a number of
reasons: (i) with population growth, the number of small-scale agricultural producers is
increasing; (ii) the problems of managing natural resources -- particularly land and water -- are
increasing as degradation of soil, siltation of waterways and dams, and poor utilization practices.
are accelerating the pressures on what are often quite fragile ecological systems, and (iii) the need
for more differentiated information by agro-climatic zone, gender, social group and hence asset
base and preferred output mix, is increasing. The current research and extension systems face a
number of obstacles in attempting to respond efficiently to this new set of demands.

3.79 Most extension systems are supply-driven in one form or another, having often originated
around dissemination of a few specific high-value crops. The conditions necessary for this to be
effective (relevant new technology, credit and marketing infrastructure) tend to be confined to the
production of certain crops (cotton, tobacco, maize) in the more fertile regions of the country.
Most small-scale farmers operate under high degrees of uncertainty arising from rainfall. In these
areas, the margin for taking on new risk by adopting new practices is low. For poor households,
the time cost of learning about technologies which require inputs they do not own and cannot
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afford is very often a major impediment. For women, having to attend scheduled meetings is often
an additional burden competing with other demands on their time.

3.80 A more demand-driven extension system, where incremental changes to current practices
which do not require additional purchased inputs would be more effective and would lead to a
different relationship between producers, extension agents, and research systems. The starting
point would usually be better understanding of what are currently considered 'best practices' in the
area, and identification of where these can be improved, both in terms of current outputs, but even
more importantly in terms of long-term sustainable agricultural improvements. Land and water
management techniques, better pasture practices, gains from collaborative practices, crop rotation
patterns based on both yield and nutritional improvements provide a complex matrix of issues
where local society is best in a position to prioritize concerns. In this type of situation, extension
agents acting as facilitators between growers and research institutions have in some cases been
quite successful and provided important feed-back to researchers. The possibility of replicating
this on a large scale is limited, due to the vast number of villages compared with research
stations, but such arrangements can provide focal points for 'best practices' identification and
onward dissemination.

3.81 The sustainability of providing such services hinges on being able to differentiate more
carefully the products and clients. In some areas, the private sector already is providing important
research and extension inputs, particularly for cash crops such as tobacco, maize, cotton, coffee.
In such cases the public sector sometimes only provides block grants as support. In some areas,
the public sector can take on basic research, while applied research, trials and dissemination is
done by private or not-for-profit entities. If the public sector provides end-user services for cash
outputs, particularly in more fertile regions, these should be charged for. For outputs of less value
to the market, such as small grains for dry regions, the household food security issue provides a
rationale for the public sector to share the costs. Society also has to decide how great a role
agriculture is expected to play in its future, because research efforts have a long gestation period
and cannot be supported by current producers alone, since most of the benefits will accrue to
future growers. Society-at-large has to take a decision on how much it can afford to invest in
agricultural R&D; if it should focus on more productive areas - crops, regions - or if it believes
that such R&D is a cost-effective approach to improving food security for a large enough number
of households that it is socially profitable to direct public resources into this. The various options
have implications for the size, structure and approach of support systems and their funding.

3.82 Public support for small-scale non-agricultural producers has taken on a new urgency in
connection with the indigenization debate, and the discovery that so-called micro-enterprises are an
increasingly important source of income and employment for the poor. The kinds of interventions
or support suggested includes credit, extension services, industrial shells, managerial training,
favorable sub-contracting rules and regulations, deregulation and public-sector bias in
procurement. Common to most of these suggestions, however, is that they would help small- and
medium-scale enterprises more than the micro-firms - the ones where the really poor work. A
focus on lowering information and other transaction costs might provide the most cost-effective
program, in part because these are largely public goods-types of interventions and hence benefit
larger groups of producers. So, once again the strategic role of broad-based education and training
needs to be highlighted as the accumulation of human capital provides the key to other forms of
asset accumulation.

3.83 For the majority of the poor - those living in the communal areas - access to more and/or
better land is the most important additional asset available. Land reallocation in the form of
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resettlement schemes is in this case considered from the point of view of improving household
food security. These households' main problem is producing enough food, not providing a surplus
for the market.

3.84 The early resettlement schemes have been criticized for having included social
welfare/household food security criteria when selecting families. Many of these families were so
poor and with such limited relevant skills that they were not able to utilize the land efficiently and
produce much marketed surplus. To increase the efficiency of land use under future resettlement
schemes it is suggested that selection criteria focus more on farming skills. However, since the
resettlement schemes are costly, with virtually no cost recovery either in the short or long run, the
number of families that can participate in such a scheme is heavily constrained by resources. It is
in order to increase participation and land use efficiency that this report suggests complementing
publicly funded and managed resettlement with a more market-oriented land redistribution process.

3.85 To what extent Zimbabwe wishes to address the household food security problem through
land reallocation or by providing more dynamic alternative sources of income for the poor, is an
important strategic choice. The land available through resettlement programs is clearly limited,
but for the destitute, two to three hectares of better land would mean a substantial improvement in
their life situation, even if certain social services and infrastructure investments are missing. If
land in resettlement schemes were provided with individual titles with permission to lease in and
out, and even sell, a much more dynamic rural economy can develop in these areas. Due to better
soils, there are more and better labor opportunities on the land itself; there are more employment
possibilities in the surrounding (richer) areas; the resettlement areas are generally closer to larger
and better markets permitting more on-farm production of non-agricultural outputs for cash
income.

3.86 The other major asset to which low-income households are often provided access, is credit.
While many low-income households can effectively use such additional inputs, the absolute poor

tend not to be the beneficiaries of such programs. Furthermore, they often lack the necessary own-
resources -- in particular skills/education, access to raw materials, and access/knowledge about
markets for the intended products -- to be able to take full advantage of the potential
complementarities which credit can provide, hence lowering the marginal rate of return to the
credit received, and thus making them less attractive as borrowers.

3.87 However, credit schemes can be of importance to the growth of small-scale enterprises and
the derived demand for unskilled labor from such enterprises tends to be significantly higher than
similar amounts of credit extended to larger enterprises. The success rate of such schemes depends
in large part on their ability to reduce administrative costs and risk exposure, both of which can be
cut significantly through group-lending, even when the borrowers have no or very little real
collateral. Removal of distortions in the policy environment, including deregulation of the many
bureaucratic restrictions on the smaller entrepreneurs, is key to the emergence of a more vibrant
small-scale sector, and hence an important component of making small-scale credit schemes more
successful.

3.88 One particular group which may merit some attention in this regard, is youth graduating
from the various training institutions. Though they often have the technical skills required, they
tend to lack managerial experience and the credit necessary for setting up own businesses. Better
links to small business financing institutions could be established, perhaps linking in with student
loan programs. Such institutions may be more willing to take on student loan debts if they thereby
establish links with would-be entrepreneurs. This furthermore gives graduates a more realistic
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picture of what kinds of ventures they should consider. Though it clearly is not ideal for a new
business to start off with a large debt, inability to secure funding for bankable projects is a serious
obstacle to the growth of small-scale industry, and technically qualified people for such enterprises
should be encouraged.

D. Social Safety Net

3.89 More and better education and health services will improve households' human resources,
and therefore, their income-earning potential. More and better infrastructure lowers transaction
costs, enabling households to participate more actively in the markets and derive a greater share of
the benefits from own production. Improved public services to complement the assets of the poor
make these assets more productive. Increasing access to additional or complementary productive
assets would also improve the well being of the poor. In the medium- to long-term, such a public
sector investment strategy will allow households to increase their real incomes and reduce poverty.

3.90 Both in the short and medium term, however, a number of households will remain below
the poverty line. For these households, a social safety net which can ensure a socially acceptable
minimum consumption level needs to be maintained. The government has a number of programs
in place to ensure this: food for work and public works programs in rural areas; free food distribu-
tion and supplementary feeding schemes for children and pregnant/lactating mothers in most-
affected rural areas during periods of drought; a food money program for urban families who
cannot afford the main staple, maize meal; special programs of assistance to the infirm, veterans of
the liberation struggle, and the aged; and finally, the exemption policies concerning fees for public
services.

3.91 The food for work and public works programs are largely self-targeting within the areas
which have been classified as eligible for this form of support. The quantities of food and the
salaries paid for the work are very low, so they do not distort local labor markets by attracting
labor away from more productive alternatives. The food for work scheme is managed by the
department of social welfare, and is intended to support most-affected households in drought-
affected areas, while public works are a more continuous program under the district development
fund. Its main purpose is to provide wage-earning opportunities in poor districts through labor-
intensive infrastructure building. Most programs are in drought-prone areas, though they are not
designed as a specific drought-relief program. The value of the work done under this program is
sometimes questioned because some of the infrastructure constructed, such as earth dams, are often
of low quality and are easily destroyed when heavy rains lead to local floods which breach the
dam walls. This, however, is a question of how much resources -- technical skills, equipment,
raw materials -- the public works programs are able to mobilize, and does not call into question
either the need for the program nor the basic approach taken.

3.92 Supplementary feeding programs are managed by the ministry of health and child welfare,
and are triggered when health indicators for children fall below established levels. In the case of
the severe drought in 1991/92, if 15 percent or more of children under the age of 5 were found to
have middle upper-arm circumference (MUAC) of under 12 cm, supplementary feeding was estab-
lished. The actual administration was done as a collaborative effort between the health authorities,
local or external organizations such as NGOs, and members of the local community. Though the
program was sometimes slow getting off the ground during the last drought, this was in part due
to the vastness of the effort which had to be organized. It took time to get the system established,
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train the community members who were to administer the food to the children, get the various
foodstuffs into the country and distributed to the various feeding points. Uncertainty concerning
who should be covered - children up to the age of 5?; children up to the age of 8?; pregnant and
lactating women?; the elderly and the weak? - created some confusion at times. It is noteworthy,
however, that Zimbabwe has almost always been able to contain acute malnutrition among
children. The authorities have been effective in establishing nutritional support programs when the
need arose.

3.93 There are almost always areas affected by drought in the country. When crops fail in a
region, the government ensures availability of grain from its reserve stock (currently to be 936,000
tons), usually through food-for-work programs. At the height of the drought, free food was
distributed to almost half the population. Much of this was actually free as there weren't sufficient
projects and materials to arrange employment for all. This was a massive effort which ensured
that no real starvation took place. The government's efforts -- though initiated at a late stage and
thus increasing the final cost of the program -- were highly effective and merit praise. The
government ensured that 'crop-packs' containing seed and some fertilizer were distributed free to
rural households to allow families to prepare the next cropping season. This program proved to be
critical and highly successful in assisting poor households recover at least partially from the effects
of the drought in a quick and cost-efficient manner.

3.94 The market for maize -- both whole-grain and refined products -- has been liberalized in
stages. A first increase in the price of refined maize meal (i.e., roller meal) took place in August
1992. To compensate consumers for this cost-increase, the government prepared a "food money"
scheme, whereby households which earned less than Z$200/month would be entitled to a cash
payment equivalent to the price rise for a 10-kg sack of roller meal for each member of the
household. This came to Z$4 per person per month and was not increased when maize prices
subsequently rose further. The program was to become effective during the second half of 1992,
but payments did not start till around March 1993. Due to the considerable time period which
elapsed between the announcement of the program and its actual implementation, and the high
queuing costs compared to the actual cash value of the subsidy, not many households were taking
advantage of the program. As of October 1993, only Z$310,000 has been disbursed under this
facility. The costs of administering this program were high: families had to be screened for
eligibility up-front, and the processing of each check is estimated to cost Z$15-20. To decrease
costs, three months' food money is to be processed at a time, but this still means that the average
check, given typical household size of five persons, is still for only Z$60.

3.95 The further liberalization in June 1993, allowing for freer trade in maize as well as
removal of subsidies to grain millers who produced the roller meal, consumers of 'straight-run.' It
opened up competition among the traders, and in particular made whole grain maize available to
the small-scale hammer millers, who produce the coarser grade of maize meal, the 'straight run.'
This is less expensive and provides better nutrition, as it contains more fiber, oils and other
nutrients. With the increased competition among millers, real price of straight run maize meal has
stabilized thus providing affordable access to this wage good.

3.96 As an integral part of the government's ESAP, a social dimensions of adjustment-program
(SDA) was prepared, under which a Social Development Fund (SDF) is to address the transitional
costs from the implementation of ESAP. The food money was part of the largely urban poverty
alleviation program government put in place through SDF. The SDF has two main components:
employment creation and training, and social welfare. The first focuses on providing
alternative/new employment opportunities for workers retrenched in the public and private sectors.
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Activities include basic training in setting up micro-enterprises, assistance in developing a business
plan which can be submitted for financing, and small-scale grant financing for such micro-
enterprise start-ups. The social welfare dimension is to cover the costs of social sector fee
exemptions for eligible households, as well as fund the food money scheme.

3.97 With the exception of specifically targeted programs like support to the infirm and the
elderly, most government programs are self-targeting. SDF, however, has chosen to use a
household or individual targeting approach, for various components. This makes sense in the case
of retrenched workers because there are not many of them, they are easily identifiable and the
benefits each worker can get can be quite substantial so rationing/limiting access becomes
important to contain costs. The social welfare programs, however, have become costly to
administer. Furthermore, the eligibility criteria are difficult for poor households to fulfill. They
require filling in fairly lengthy forms. In rural areas it becomes costly to put together the
necessary documentation, and queuing/travel costs are high. The criteria for eligibility are not
clear nor consistent: while food money is available to households earning under Z$200/month, the
threshold for health and educational fee support is Z$400/month. It is not clear if these amounts
refer to total household income or wage income or wage income of highest earner if more than one
person has an income; nor is it adjusted for family size and thus related to per capita consumption
needs. The values themselves are not based on any review of where income levels threaten ability
to pay for social services. Furthermore, SDF was set up primarily to deal with transitory costs of
ESAP, NOT to be a general poverty alleviation program. The criteria chosen for eligibility for
support, however, are general income/poverty measures, which do not distinguish between
"new"/transitory poverty and "old" or structural poverty. The population the SDF program must
cover is, therefore, unrealistic given the financial and administrative resources it has as its
disposal.

3.98 Recommendations. A social safety net should ensure that basic needs can be fulfilled for
all, and in order of priority: (i) nutrition/food security; (ii) water, health, education and shelter;
and (iii) minimum income/employment which can guarantee satisfaction of the above basic needs
through market purchases. In a society like Zimbabwe, the country can hardly afford the last
dimension of the social safety net, but should try to ensure this aspect through the general
economic growth of the economy, as discussed above. It should instead focus its public resources
on solving the first two problems.

3.99 One of the characteristics of the absolute poor is that they tend to be marginalized by
society. They tend to live farther away from central services, have less access to information and
to public institutions, often have a lower social status, are sometimes actively discriminated against
because of one or more of their defining characteristics, and tend to be more time-constrained than
other households. The latter can be a function of a number of factors: since they have fewer and
poorer assets they must compensate for that by investing more time per unit of land or per unit of
output; there may be a higher dependency ratio requiring more work from the few income-earners;
there may be relatively more caring-burdens on the household, for example because the family is
young and has many under-age children to care for, or there are many sick in the household. For
the public sector to try to administer resources to such households is therefore not going to be
feasible. Hence self-targeting mechanisms need to be devised.

3.100 The government has largely appropriate programs in place for the rural areas, with (i) free
maize distribution when large-scale drought hits; (ii) food-for-work in chronically food-deficient
areas and (iii) supplementary feeding programs for vulnerable groups during drought periods.
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With the rapid urbanization and increasing signs of urban poverty, however, the household food
insecurity found in these areas, need to be addressed. The current 'food money' scheme is too
costly and does not reach the truly needy very effectively. Subsidized whole-grain yellow maize,
sold through retail outlets in high-density areas, for example at 60 percent or 70 percent of the
price of white maize, might largely address this concern. It is a taste-inferior good with nutritional
equivalence of the preferred white maize; the point of subsidy (the Grain Marketing Board) can be
easily monitored and paid and the distribution is through the normal channels where poor
households purchase in any case; it addresses the nutritional deficiency problem directly.
Subsidizing whole-grain maize would also support the demand for services from the rapidly
growing number of urban hammer millers, while simultaneously giving poor households the
nutritionally superior straight-run maize flour. The only action government needs to take in this
case is thus paying the GMB periodically the whole-grain subsidy against proof of sale to retail
outlets in urban areas, plus verifying audited accounts.

E. Public Administration

3.101 . Though Zimbabwe achieved major improvements in social indicators and has made
major inroads regarding poverty-reducing public investments over the last dozen years, much
remains to be done. With resources for the public sector being constrained, it is important that
cost-effective ways of delivering these services are used. One option often suggested is to make
service provision more demand-driven and give the private sector space to compete in areas where
market imperfections do not dictate that public sector interventions are required. Getting service
providers closer to their clients or beneficiaries is an important aspect of cost-efficiency,
particularly since burden-sharing is often an important component or pre-requisite for the package
of services to be provided. In the public sector, this is a powerful reason for decentralization, and
the government has stated that it intends to move in this direction. The amalgamation of the rural
and district councils into Rural District Councils, RDCs, as of July 1993 is an important step in
this direction, as it provides for the first time a consistent pan-territorial administrative system at
local authority level with similar tasks, responsibilities and revenue raising powers. The actual
implementation of the RDC Act, however, requires considerable capacity building at local level.
More importantly, perhaps, a more coherent public sector strategy is needed, based on a clear
vision of what the roles of a pro-active public sector in a more market-determined economy should
look like. This concerns issues like what kinds of services should the public sector provide and
what kinds of services it should not be concerned about. When it provides services directly to the
public, whether the firm or the household sector, on what terms are they to be provided; which
services should come from government offices and which from quasi-public entities such as
parastatals; in case of the latter, how can service provision be more price- and quality-efficient and
the firm itself more competitive and commercial in its approach; etc.'? In which sectors should the
state down-size or cut functions completely, and which services can be provided more efficiently at
local level, and what are the structural implications for the division of labor between central
ministries and local authorities? What is the future role of provincial administration? What kinds
of revenues can local authorities raise? Which resources generated at the center should be made
available to local authorities, and under what conditions'? How can equity be guaranteed in a
situation of decentralized revenue raising, and what kinds of equalization functions should the
central authorities take on?

3.102 Choosing among alternative forms of infrastructure investments, making technology
choices and siting new investments such as roads, will be among the many difficult tasks of the
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RDCs. Integration of former rural councils (largely LSCF areas) and district councils
(predominantly communal areas) will face a number of hurdles, not least of all in the areas of
physical infrastructure investments and maintenance. While rural councils were largely indepen-
dent road authorities, both financing and implementing maintenance of the rural road network in
their areas, district councils had their roads built and maintained by DDF. District councils often
emphasized social infrastructure -- education, health facilities and water -- while such services are
often deficient in the LSCF areas. Differences in local resource base -- agricultural potential,
physical plant and managerial/administrative personnel - will create problems when designing
criteria for burden-sharing between central and local authorities, since local authorities are
expected to provide a larger share of total resources needed for operations and maintenance
activities. The poverty problems faced by the RDCs also vary considerably, implying that
resources required to satisfy poverty-reducing activities will be quite different.

3.103 With the establishment of the Rural District Councils in 1993. Zimbabwe has for the first
time a consistent and pan-territorial administrative system. RDCs represent a major step forward
in terms of developing local government. They are a new permanent part of public administration
with responsibility for overall development within their boundaries. The 'Rural' in RDC is hence
a little misleading, since they are really district councils, incorporating almost 50 urban centers and
about 25 smaller urban areas. They will therefore potentially have a major say in the development
of the lives of nearly three-quarters of the country's population. This is important when discussing
poverty alleviation, since RDCs will have a major say in the way the various income streams the
poor today rely on, develop over time.

3.104 At the same time, there are still overlap between central and local authorities, in that
central institutions like National Parks, NRZ, ZESA, mining, run their own local institutions and
the areas covered by them, which in some RDC areas constitute major actors and resource bases.
Over time, such discrepancies and anomalies will presumably diminish as RDCs improve their
capacity to assume tasks beyond the immediate core issues they face.

3.105 The current capacity of RDCs to tackle the 64 tasks given them in the RDC Act varies
considerably from one part of the country to the other, as the human and physical resources they
inherited from their predecessor councils is quite different. Moreover, the economic base of the
RDC areas themselves is extremely heterogeneous, and the un-met needs they face in terms of
public goods and services differ substantially. The task of providing the various RDCs with the
administrative and managerial capacity to respond to the needs in the various sectors is a major
challenge facing the public sector.

3.106 The financial viability of the RDCs is of major concern, particularly if RDCs are to a large
extent made to rely on own-resources. One problem is that this may move the country
'backwards' in terms of increasing regional and social inequalities, areas where Zimbabwe has
taken major strides since independence. Another question becomes one of accountability. If
resources are mobilized locally, the probability of local communities' voices being heard increases
considerably. If instead RDCs are basically going to receive shares of line ministries' budget
allocations (largely the system today) local authority will be undermined, since they will have to
account upwards to central government, with budget-line authority still vested in the ministry
which manages the vote. A flexible system of more transparent resources allocation to district
levels is hence required.

3.107 In some areas, a national approach is clearly advantageous. Maintaining a national
educational system with one salary scale for teachers and general criteria for resources allocation
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(such as per capita grants) ensures equity in terms of access and quality in an area which is critical
to all households' development. A similar argument can be made for the health field and
nutritional safety nets. In some other fields, such as road maintenance, a national fund which must
by mandate be distributed to local authorities according to explicit criteria provides a different
approach. Here local authorities should probably not try to replicate the role of the district
development fund, DDF, by becoming an implementing agency, but rather have the capacity to
contract out road maintenance tasks, preferably among local businesses, and carry out performance
and financial audits, ensuring value for money.

3.108 In yet other fields, the scope for local decision-making ought to increase, by providing
local authorities block grants which can be used in a number of fields. How quickly such grants
should be provided depends on local capacity to actually plan, consult with local communities, and
monitor performance. The experience so far in a couple of districts shows that it takes time to
build such capacity, since many of the institutions and management tools which exist on paper in
reality may not be able to assume the tasks for which they were created immediately. The
experience also shows, however, that once real resources and decision-making power is given to
local authorities, the willingness and capacity to take on such tasks can improve quickly, but that
support from higher levels in the public administration system is important.

3.109 Work is underway proposing budgeting and accounting systems which will make RDC
resources allocations and expenditures transparent, standardized, and ensure that funds earmarked
for certain areas actually are spent as intended. In addition, central government needs to
restructure the budget to make allocations to local authorities more transparent. This is
particularly important in the public sector investment program, PSIP, since development plans
generated at district level today are virtually impossible to identify in the PSIP, since allocations
are through line ministries rather than to districts. Having the PSIP set aside block grants by
district will provide RDCs with improved possibilities for really planning and allocating across
local priorities.

3.110 Local resources should be mobilized to the extent possible. The interest and demands
from beneficiaries who are also part-financing such services is a sine qua non for public
mobilization and participation, and hence pre-conditions for any meaningful accountability.
Without this, one runs the danger of resource allocation decisions becoming hostage to local
politics. There is hence a danger in decentralizing too quickly. Provincial authorities will need to
assist local authorities build up certain local capacity before major resources/responsibilities are
handed over. This is also an area where the division of labor between central authority (technical
line ministries) and provincial and local authority will need to change, the center now servicing
local authority, rather than simply ordering and managing what happens at local levels.

3.111 This, in turn, has implications for the size, structure and skills composition of central
government. Central government will have much less direct management responsibility, and
therefore can presumably shed considerable numbers of staff. Policy-making and monitoring/
auditing tasks becoming relatively more important. This growth of local authority and its need for
being serviced by the center requires a fundamental change in public service mentality.

3.112 These questions cut to the heart of political and economic power in the public sector, and
hence are controversial in any country. They are also, however, central to the future of the public
sector's ability to continue serving the country's population, and in particular the poor who are
dependent on the state for bettering their situation. The country needs to reduce its budget deficit
to allow for a more rapid expansion in the economy, while at the same time ensure provision of
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those basic goods and services which are critical to long-term sustainable growth. This can only
be done with a more service-oriented and efficient public sector, where making service-providers
closer to the clients ensures both an improved ability to charge/tax for the service -- improving
burden-sharing -- but also provides feed-back on whether the service really is needed. As the
economy grows and becomes more dynamic and the needs-profile of the poor thus changes, the
public sector needs to be structured so that it can adjust to these shifts in demand.
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PART C. AGRICULTURE AND INDUSTRIAL
SECTOR DEVELOPMENTS

CHAPTER 4: AGRICULTURE SECTOR DEVELOPMENT

4.1 Although accounting for only 16 percent of Zimbabwe's GDP, the agricultural sector plays
a central role in Zimbabwe's economy and society, providing employment and livelihood for some
70 percent of the population, providing raw materials which form the basis for nearly 60 percent of
manufactured production, and accounting for 40-45 percent of the country's merchandise exports.
The importance of the sector to the performance of the overall economy was made evident during
the 1991/92 drought when the virtual collapse of rainfed agricultural production had major
repercussions on the country's balance of payments, rate of inflation, fiscal situation, and GDP.

4.2 Over the past quarter century, the agricultural strategy pursued in Zimbabwe has been
essentially inward-looking, paralleling the country's import-substitution strategy for manufacturing.
This approach emerged during the Unilateral Declaration of Independence (UDI) period and
featured the application of market and price controls and targeted subsidies to attain national self-
sufficiency in basic foodstuffs and industrial raw materials. With skewed access to land,
agricultural support services, and commodity markets, the primary beneficiaries of this agricultural
strategy were a few thousand large-scale farmers and a small number of urban-based agro-
processors.

4.3 Following independence, the agricultural strategy remained inward-looking and the
inherited machinery of market and price controls was extended across more commodities and larger
geographical areas. These marketing controls have only been relaxed in the past three years under
the Economic Structural Adjustment Program (ESAP). Where the post-independence strategy has
differed from the earlier approach is in the expansion of smallholder farmer access to agricultural
support and marketing services. During the early-to-mid-1980s, considerable public resources
were directed to such services, as well as to redressing historical inequities in access to land
through a land acquisition and resettlement program.

4.4 The performance of Zimbabwe's agricultural sector since independence has been mixed,
although in general the sector is regarded as not having lived up to its potential. Except in drought
years, Zimbabwe has indeed become self-sufficient in its primary food staple, maize, and has had
an exportable surplus in most years. Still, national self-sufficiency in maize and several other basic
foodstuffs has not been translated into sustained food security at the household level for much of
the country's rural and urban poor. Contributing factors have included: low economic growth,
rising levels of unemployment, declining real wages, (prior) restrictions on maize processing and
marketing, and the poor natural resource base supporting much of the rural population.

4.5 Rapid agricultural growth during the early-to-mid 1980s has been followed by virtual
stagnation in production, productivity, and marketed sales since then. That growth which has taken
place has not been broadly based. Virtually all of the growth since independence has come from a
combination of a few thousand large-scale commercial farmers and some 10 percent of smallholder

IHousehold food insecurity is most pervasive in the rural areas, where an estimated 420.000 households are chronically
food insecure. A recent national survey showed child malnutrition rates of 33 percent in rural areas (CSO 1990).
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farmers, operating primarily within the country's medium-to-high potential agricultural zones. The
bulk of Zimbabwe's rural population, based in semi-arid areas, has minimally participated in the
expansion of national output in food and cash crops and in the gains which have occurred in rural
incomes. Hence, the expectation that high levels of price and other support for foodgrain
production would contribute not only to improved food security but also to broad-based rural
income growth has not been borne out by Zimbabwean experience. Since 1986, national
agricultural GDP has been stagnant with smallholder agriculture experiencing declines across a
broad array of output and productivity indicators.

4.6 Zimbabwean agriculture is at a critical turning point. On-going policy reforms, together
with dynamic changes in the world's agricultural trading regime and in the southern African
region, are likely to provide improved incentives for a market-driven pattern of production which
takes particular advantage of international market opportunities. However, the policy reforms
alone will not lead to a pattern of rapid and broad-based agricultural growth. Additional supply-
side constraints remain which will require concerted efforts by both the public and private sectors
to address. Achieving broad-based agricultural growth will require further structural changes,
especially with regard to access to and use of the country's limited high-quality agricultural land,
and to the delivery and financing of technical, commercial, and other support services to
smallholder farmers.

4.7 This chapter briefly reviews the performance of Zimbabwe's agricultural sector since
independence and seeks to identify possible sources of growth within the sector for the remainder
of the 1990s and beyond. Section A highlights selected structural features of Zimbabwean
agriculture which are important for understanding recent growth. Section B analyzes Zimbabwe's
agricultural growth experience from 1980 to 1993 and contributing factors. Section C gauges the
potential sources of growth for Zimbabwean agricultural over the next decade and identifies
priority areas where attention should focus to facilitate a higher level of sustainable agricultural
growth.

A. Major Structural Features of Zimbabwean Agriculture

4.8 Zimbabwe's climate and natural resource base provide more limited opportunities for
intensive agricultural production than is the case for several other countries of southern and eastern
Africa. For the country as a whole, annual rainfall averages only 600 mm., with a rate of inter-
annual variability which is among the highest in the world.2 Since independence, Zimbabwe has
experienced drought conditions over all or most parts of the country in 1982-84, 1987, and 1992.
The country has no natural lakes and few perennial rivers.

4.9 The total land area of Zimbabwe is 39 million hectares. Only about one-fourth of this area
has fertile soils. About 50 percent of the country is underlain by granite rocks which rise to acidic
sandy soils of poor fertility. Zimbabwe is divided into five natural regions based on soil types,
rainfall, and other physical characteristics. Only Natural Region II, covering about 6 million ha.
is considered to have the soils and water resources capable of supporting intensive crop production
on a sustainable basis. Another 8 million ha., comprising most of Natural Regions (NRs) I and III,
has moderate agricultural potential, able to support certain perennial and/or drought tolerant crops.
Through much of the remaining two-thirds of the country (comprising a large proportion of Natural

2Since 1979/80, the coefficient of variation of rainfall has been 29 percent.
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Regions IV and V) rainfall is too low and erratic for reliable crop production, yet extensive
livestock production and wildlife utilization is viable.

4.10 At independence, Zimbabwe inherited a highly dualistic agricultural system. Some 6,100
large-scale (white) commercial farmers controlled 39 percent of the country's total land area,
including nearly two-thirds of the country's high-potential agricultural land. This large-scale
commercial farm sub-sector (LSCF) had benefited not only from preferential access to land, but
also from subsidized credit, favorable marketing and pricing policies, and considerable public
investments in research and advisory services. In contrast, some 700,000 smallholder households
were crowded into 'tribal trust land' areas, most of which lay in the semi-arid parts of the country
or in locations with poor soils.3 These smallholders had weak access to roads public marketing
infrastructure and were poorly served by the official system of agricultural support services. The
'tribal trust' areas were officially regarded as labor reservoirs from which the formal (agricultural,
manufacturing, and mining) sector would draw its manpower. Only a few thousand indigenous
farmers were permitted to purchase or lease land outside of the 'tribal trust' areas.4 More than 5
million ha. of land was taken under state control in the form of forest and other protected reserves.

4.11 Over the past fifteen years, Zimbabwe's agrarian structure has undergone moderate
changes. The most significant changes have been (a) a reduction in the LSCF area by about 26
percent through farm sales or abandonment, (b) a reduction in the area of state-controlled land by
nearly 10 percent, and (c) the development of government-administered smallholder resettlement
schemes on this land. Zimbabwe now features five major types of farming systems: (i) large-scale
commercial farms (LSCF), (ii) small-scale commercial farms (SSCF), (iii) communal area farms
(CA), (iv) resettlement area farmers (RA), and (v) parastatal government farms.

4.12 As Table 4.1 illustrates, there are vast differences in average farm sizes, resource
endowments, and population densities among these farming sub-sectors. Approximately 4,800
large-scale commercial farms and ranches own or operate on one-third of the total agricultural land
(including nearly 60 percent of the land in NRs I and II) and account for some 84 percent of
Zimbabwe's irrigated area.. The average LSCF is very high by international standards, yet this
average is skewed upward by the existence of about 200 huge semi-arid ranching operations.
Some 50 percent of LSCF are less than 1000 ha. With the application of minimal land taxes, the
marginal value of land is low, even in many medium-to-high-potential LSCF areas. Farmers find it
profitable to plant only their most productive fields, leaving the remainder idle, under indigenous
woodlands, or using it for extensive animal grazing. Nation-wide, the proportion of LSCF land
under cultivation is only 4.2 percent. It is 10 percent in NRs I and II and negligible elsewhere.

4.13 State farms, managed by the Agricultural Development Authority (ADA), occupy a
comparatively small amount of land, most of which lies in the semi-arid areas. Only a very small
proportion of state farm land is presently used for cultivation as a result of managerial, financial,
and other problems faced by ADA. Some 35 percent of Zimbabwe's indigenous woodland
resources lies in state-protected parks and forests.

4.14 Small-scale commercial farms and resettlement farms cover 4.3 percent and 10.2 percent
respectively of Zimbabwe's agricultural land. A relatively large proportion of SSCF and RA land

4Since independence, these farmers have been referred to as "small-scale commercial farmers', even though many of them
have landholdings exceeding 100 hectares and many are not effective commercial farmers.
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lies in the medium- or high-potential areas. With many of the heirs of the original small-scale
commercial farmers preferring not to remain on the farms and with an early 1980s program of farm
mechanization resulting in excessive debt burdens for many farmers, a large number of SSCF have
become too large for their owner/occupiers to fully operate. Between and within the different
resettlement areas there are large variations in resource use patterns. In several schemes,
particularly those run as collective farms, only a small proportion of the available arable and
grazing land is effectively used. In other schemes, there is considerable differentiation among
resettlement households, frequently associated with the ownership and/or access to livestock for
draught power.

4.15 In contrast with each of the above farming sub-sectors, the communal areas are relatively
deprived in terms of natural resources. Though accounting for about one-half of the total
agricultural land, nearly three-fourths of CA land lies in the semi-arid Natural Regions IV and V.
The average population density for the CA is two to three times that of the other farming sub-
sectors and is even higher in CA areas in the high-potential zone. With growing population
pressures and with limited arable land, more and more cultivation has taken place in marginal areas
and fallow periods have been reduced. CA cropping intensities are two to three times those of the
other farming sub-sectors, and in some locations have become environmental unsustainable.

4.16 Large differences also exist in the forms of agricultural production within the different
farming subsectors. Among CA, RA, and SSCF farmers, maize occupies more than 50 percent of
the cropped area, with millet, sorghum, cotton, groundnuts, and sunflower each having nearly
equal shares of most of the remaining 50 percent. Food security is a primary objective within the
smallholder farming systems. There are strong crop-livestock interactions within these systems
with livestock providing tillage, manure, food, transport, and a store of wealth, and with very low
off-take rates. Both cropping and livestock production patterns differ sharply among LSCF. While
maize does cover the largest single area of any single crop, the LSCF areas also feature substantial
plantings of tobacco, wheat, soybean, cotton, sugar, and a range of beverage and horticultural
crops. Commercial beef, dairy, poultry, pig, and wildlife production and utilization are also
widespread in the LSCF areas.

4.17 The dominance of the LSCF subsector in the production of many high-value industrial and
horticultural crops stems less from economies of scale in farm-level production than from the
subsector's favored land resources and access to irrigation facilities, historically favored access to
technology, agricultural credit, and transport infrastructure, and effective (large) farmer support
associations. Nevertheless, the processing and/or marketing of several of these crops does exhibit
significant economies of scale. The organizational problem is one of logistics and effective
coordination of primary production with downstream operations.

4.18 There is a widespread perception in Zimbabwe that large-scale commercial farms are far
more efficient than small-scale farms, with the former's size of operation, 'modern' production
methods, and intensive use of material inputs providing the 'optimal' operating mode, both for the
individual farmer and for the nation as a whole. The relatively high incomes of large-scale farms
and their relatively high yields, both by Zimbabwean and international standards, are seen as
evidence for the greater efficiency of large farms. Small-scale farmers, in contrast, are assumed to
operate below some economically optimum size and perform inefficiently.

4.19 Although average smallholder yields are certainly lower than those of LSCFs, this does not
mean that Zimbabwean smallholders are economically inefficient. In fact, recent studies have
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found that within Natural Regions I and II, the domestic resource cost ratio (DRC) for smallholder
maize (0.35) approximates that for LSCF maize production (0.32), while the DRC for smallholder
cotton(0.60) is lower than that for large farm tobacco, wheat, and soybean production. The case
for a resource efficient smallholder subsector is even greater in Natural Regions III-V. Recent
study results indicate that smallholders are more efficient producers of maize, cotton, and
vegetables than are large-scale farms in these areas. Smallholder agriculture is also far more labor-
intensive than is large-farm production of all crops which cut across the different farming
subsectors.

4.20 Patterns in marketed agricultural output differ substantially from those for cropping (and
livestock production) patterns, given differences in the degree of commercialization (and farmer
retention) as well as differences in relative values. Over the 1990/91 to 1993/94 period, tobacco
alone accounted for nearly 44 percent of the total value of marketed agricultural output. Ranking
next in importance were cattle (12 percent), maize (11 percent), cotton (9 percent), sugar (6
percent), and milk and wheat (each 5 percent). Marketings of small grains, groundnuts, and
sunflower account for only a tiny proportion of total sales.

4.21 In light of the prevailing production patterns, distribution of high-potential land, and access
to support services, it is not surprising that the LSCF subsector continues to account for a
predominant share of marketed agricultural output. In 1991, the so-called 'commercial areas'
(comprising the LSCF, SSCF, and state farms) accounted for nearly 91 percent of the marketed
crop value and 80 percent of the value of marketed livestock products. Large-scale farms continue
to account for 85 percent or more of marketed wheat, soybean, tobacco, sugar, coffee, tea, and
high-value horticultural crops. Smallholder marketings are dominated by maize, cotton, and
sunflower. Smallholders account for virtually all marketed sunflower, while their shares of
marketed maize and cotton have recently increased to 51 percent and 75 percent, respectively.

4.22 For many years, the agricultural marketing system of Zimbabwe has featured an extensive
degree of state control over marketing channels, pricing, and external trade, and a high level of
centralization and concentration of agro-processing activities. Many such controls were introduced
during the colonial period in order to protect the interests of large-scale commercial farmers and to
achieve self-sufficiency in foodstuffs and agro-industrial raw materials. Following independence,
the major thrust of government marketing policies was to extend marketing services to smallholder
farmers through the construction of depots and collection points within the communal areas. The
inherited array of market control mechanisms was extended to include fixed or floor prices for
most crops, compulsory delivery of controlled crops to marketing boards, controlled consumer
prices for major staples, and restrictions on imports and exports. Only for tobacco, horticultural
crops, and relatively minor animal products (e.g., pigs, wildlife products) were producers,
processors, traders, and consumers relatively free of government price-setting and trade controls.

4.23 Since 1991, market reforms have been introduced as part of the Economic Structural
Adjustment Program. The reforms have been introduced gradually, yet by mid-1994, the pricing
and trade of most agricultural commodities was fully liberalized. Only wheat continues to be a
controlled crop, although the exports and imports of selected crops and livestock products
continues to be regulated or subject to monopoly control. Each of the major marketing boards are
presently being restructured, with both the Dairy Marketing Board and Cotton Marketing Board
becoming autonomous commercial companies and with significant changes being introduced in the
operations of the Grain Marketing Board and the Cold Storage Commission.
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Table 4.1: Major Features of Farm Sub-sectors in Zimbabwe (1993)

Small Scale Large Scale

Communal Resettlement Small-Scale Large-Scale Parastatal +
Area Farms Area Farms Commercial Commercial Government Farms

Farms Farms(Private)

Number of Farms 1,000,0001 56,7942 8500 4,8354 554
Total Land Area (Mill. Ha.) 16.34 3.29 1.38 10.74 0.42
Share of Total Agricultural Land (percent) 50.8 10.2 4.3 33.4 1.3
Average Farm Size (Ha.) 16 58 162 2223 7644

Of Which is Arable (Ha.) 3-5 3-5 10-40 Highly Varied Highly Varied

--------------------------------------------------------------- __------------_

Estimated Population (000) 5,254 426 155 1,154 ?
Population Density (Persons/Kmi) 32.2 12.9 11.2 10.7 ?
Cropping Intensity (Planted Area/ Total Area, 14.0 5.8 4,3 4.2 2.3
percent)
Livestock Stocking Rates (Ha./LSU)9 5.510 8.2 6.4 9.3

Percent of Land in:
NRs I and II 9 19 19 35 4
NR III 17 38 35 22 32
NRs IV and V 74 43 46 43 64

1: Commonly cited estimate
2: As of April 30, 1994
3: Estimate by Ashworth (1994) and consistent with CSO Agricultural Production on Smallscale Commercial Farms, 1991.
4: CSO unpublished data for 1993
5: FAO (1993)
6: Bradley and McNamara
7: 1992 Census
8: Small-scale subsectors based on Masters (1991).
9::Cattle =0.7 LSU; Sheep/Goats =0.15 LSU
10: For 1989/90, from Masters (1991)
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B. Recent Agricultural Sector Performance

4.24 Since independence, agricultural GDP expressed in constant prices has not kept pace with
the country's 3.1 percent per annum population growth rate. Over the 1980-93 period, the average
rate of growth was just 1.4 percent. Even discounting the 25 percent decline during the 1992
drought and then the subsequent recovery in 1993, the long-term (1980-91) growth rate has still
been a modest 2.2 percent. After growing at 4 percent per annum over the 1980-86 period,
agricultural GDP has been stagnant since then. Prior to the 1992 drought, agricultural GDP was
growing at only 1 percent per annum since 1986.

4.25 Much public and official opinion has attributed the stagnation of Zimbabwean agriculture
since the mid-1980s to climatic factors. While the 1992 drought did have a major adverse effect on
agricultural production, investment, and incomes, climatic factors cannot explain the broader
contrast between the early 1980s agricultural growth and the virtual stagnation since then.5

Zimbabwe's weak agricultural performance since the mid-1980s can be attributed as much to
problems of incentives and the institutional unsustainability, as to acts of nature.

4.26 One of the contributing factors to the recent stagnation in agricultural output has been
declining real producer prices for most commodities sold under statutory controls through
marketing boards. Compared with 1985 prices, the real producer prices in 1991 were 53 percent
lower for groundnuts, 35 percent lower for milk, 34 percent lower for maize, 23 percent lower for
soybean, 21 percent lower for sunflower, 20 percent lower for wheat, and 7 percent lower for
cotton. While the international prices for several such commodities did turn downward in the late
1980s, this was not the primary factor in the declining terms of trade for Zimbabwean producers.
Other factors were considered in the setting of official producer prices, including marketing board
product stocks and financial conditions, broader fiscal circumstances, and perceived producer
viability. The reductions in (real) producer prices were primarily the result of efforts to off-set
parastatal marketing board financial losses and subsidies to industrial users or consumers.
Declining producer prices have lowered farmer profitability for crops and livestock products,
leading them to reduce plantings/livestock numbers (LSCF) and/or reduce use of material inputs at
the expense of yield and quality (smallholder farmers). Only for tobacco (not a controlled crop)
and cattle were real producer prices maintained or increased during the 1986 - 1991 period. This
largely benefited the LSCF subsector.

4.27 Several of the other contributing factors are also associated with the unsustainability of
public interventions and support services in the agricultural sector. During the early 1980s, real
expenditures for public agricultural support services increased sharply, particularly those for
extension and veterinary services. Previously poorly served, communal farmers became the major
focus of these services and the agricultural research system also shifted staff and other resources
toward addressing smallholder production problems. At the same time, a major effort was made to
extend credit to smallholder farmers through the Agricultural Finance Corporation. Between 1981
and 1987 the number of smallholders receiving AFC loans increased from 21,000 to 94,000 with
the (real) value of loans disbursed increasing six-fold.

5The average annual national rainfall has been only moderately lower since 1986 than during the early 1980s and three of
the four years with the lowest rainfall levels since independence were during the early 1980s 'growth' period
(1982,1983,1984).
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4.28 The period since the mid-1980s has witnessed a sharp decline in the funding and
effectiveness of public agricultural services (e.g., research, extension, veterinary services) and a
sharp reduction in the availability of public sector agricultural credit to smallholder farmers. The
very heavy public sector investments in production and market support services during the early
1980s proved to be unsustainable under the mid-to-late 1980s conditions of budgetary constraint,
foreign exchange shortages, and adverse movements in international commodity prices. As will be
discussed further, the budgetary cuts and the failure to develop alternative funding mechanisms
have contributed to a considerable reduction in the effectiveness of a long-standing competent and
dedicated set of public agricultural services. The smallholder credit expansion also proved to be
unsustainable in the face of loan repayment problems and the build-up of arrears. The poor loan
repayment rates were due to a combination of factors, including weak loan appraisal and
monitoring systems, the inflexibility of the credit packages in terms of form and timing, many
cases of excessive lending in relation to farmer debt servicing capacity, several years of drought,
and a general perception among farmers that the AFC was not serious about recovering its
'development' loans.

4.29 Another contrast between the early 1980s growth period and the more recent period of
agricultural sector stagnation relates to the dimension of land reform and resettlement. In the years
immediately after independence the transfer of land and the government-directed resettlement
program proceeded relatively rapidly. Between 1980 and 1984, more than 35,000 households were
resettled on about two million hectares of land. Most of this land had either been previously put to
little agricultural use or had been abandoned as a result of hostilities which occurred during the late
1970s and early 1980s. This initial resettlement activity resulted in an expansion in the national
areas under crop cultivation, particularly for maize and cotton. External donor finance played a
major role in funding the initial resettlement drive, whose pace and scope were impressive by
comparative international experiences.

4.30 Since 1985, the resettlement program has slowed down dramatically. Between 1985 and
early 1994, only an additional 22,000 households have been resettled. The slowdown in
resettlement activity initially stemmed from the general tightening of government expenditures
following the 1983 and 1984 droughts as well as the limited capacities of the relevant planning and
implementation agencies of the program. Increasing doubts about the economic viability of
resettlement in Natural Regions IV and V contributed to a reduction in government land acquisition
in these areas. At the same time, the country faced severe foreign exchange shortages and
government determined not to utilize this scarce resource for purchasing the far more expensive
land being offered for sale in Natural Regions I and II. Since, 1986, govermnent expenditures (in
real terms) for land acquisition and land development have declined sharply. At the same time,
many existing resettlement schemes have been provided with weak technical support, with farmer:
extension worker ratios far higher than in nearby communal areas. This has contributed to a
pattern of stagnant productivity for traditional crops and to relatively limited shifts to higher value
crops despite good quality land in some resettlement areas. Since 1990, when the Lancaster House
agreement provision for 'willing buyer, willing seller' arrangements in land expired the issues
surrounding land reform have become increasingly politicized, with considerable uncertainty about
the objectives and plans of the Government of Zimbabwe.

4.31 Underlying the slow aggregate agricultural growth have been considerable variations in
production, marketing, and productivity trends for different crops and livestock products and
among different farming sub-sectors. The former is illustrated in Tables 4.2 and 4.3 which
compare growth rates in marketed output, yields, and planted areas for major crops and livestock
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products. Marketed output growth has grown by more than 25 percent per annum for sunflower
and horticultural crops (i.e. fruits, vegetables, and ornamentals). Growth has also been relatively
high (4 percent>) for wheat, tobacco, milk, and soybean.

4.32 For all other major commodities, marketed output has either trailed population growth rates
or experienced a negative trend. Closer analysis of yearly trends indicates that for many of the
commodities which have experienced moderate-to-high rates of growth, relatively high growth rates
during the early-to-mid-1980s have been followed by stagnation or decline since then. This applies
to wheat, milk, soybean, and cotton. Sunflower output, after rising sharply until 1988, has since
been stagnant. Since the late 1980s, the only important sources of growth within the agricultural
sector have been from tobacco, horticultural crops (primarily vegetables, citrus fruit, and cut
flowers), poultry, and wildlife products (meat, and skins, tourist services). A range of technical,
market, and institutional factors have contributed to these commodity-specific trends. A more
detailed analysis of these trends and the underlying factors is provided in Agricultural Growth in
Zimbabwe: Past Performance and Future Prospects (1994).

Table 4.2: Average Annual Growth Rates in Marketed Output (1980 to 1991)

High Growth Moderate Growth Slow Growth or Decline

Sunflowerl +28.4 Cotton +2.5 Sugar +0.4
Horticulture2 +26.2 Groundnuts +2.1 Maize -4.2
Wheat +6.2 Cattle +1.8 Sorghum -25.2
Tobacco +4.9 Pigs +1.6
Milk +4.7
Soybean +4.0

1: 1983 to 1991
2: High-value horticultural exports.
Sources: Data from the CSO, Grain Marketing Board, MLAWD, and Commercial Farmers Union

Table 4.3: Average Annual Rates of Growth in National Crop Yields and Planted Area
(1980- 1991)

Tobacco Maize Soybeans Wheat Sugar Groundnuts Sunflower Cotton

Yields +2.3 -3.2 +1.1 + 1.0 -0.6 -2.2 -0.7 -6.9

Planted +3.4 -3.1 +3.5 +5.2 +1.1 -1.4 +20.6 +7.4
Area

Sources: Data from the Central Statistical Office, Cotton Marketing Board, and MLAWD

4.33 As indicated in Table 4.3, most of the expansion in (marketed) production can be attributed
to increases in planted area rather than to improved productivity. In the cases of maize, sugar,
groundnuts, and cotton, average national yields have actually declined over all or much of the
period since independence. While the national trends in cotton and maize yields can be partly
explained by the declining share of LSCF in national production, they are also a result of declining
yields within the smallholder sub-sectors since the mid-1980s. Those yield declines likely stem
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from reduced fertilizer use, problems of pests and plant diseases, the spread of cultivation into
more marginal areas, and declining soil fertility in some areas. Declining yields for sunflower,
groundnuts, and small grains (not shown) stem from deterqorating seed quality, limited (and
declining) fertilizer use, and until recently, the absence of significant plant breeding breakthroughs
for such crops. Among major crops, long-term yield gains have occurred only for tobacco, wheat,
and soybeans, all predominantly LSCF crops. The availability of higher-yielding varieties,
improved irrigation management, and other changes in production and harvesting practices have
contributed to these latter gains. Smallholder productivity has been more adversely affected by the
erosion of public agricultural services than has large-farm agriculture because the latter is
supported by an array of commodity-focused associations and private research and advisory
services.

4.34 Table 4.4 contrasts trends in marketed output growth between conmercial areas and
communal/resettlement areas. Since independence, growth within the commercial areas has
averaged only 1.1 percent per annum. Output actually declined during the first half of the 1980s as
a result of the sale of LSCF land, and a significant reduction in planted area and livestock holdings.
Since the mid-1980s (or more accurately over the past five years) there has been some acceleration

of output growth within the LSCF sub-sector, the reasons for which will be discussed below.
These patterns contrast sharply with those within the communal and resettlement areas. These
areas recorded very rapid growth in marketed output during the early 1980s, only to experience a
considerable year-to-year decline in output in the period since 1985. Below we review the nature
and causes of: (i) the early 1980s 'boom' in smallholder agriculture, (ii) the stagnation and then
decline of smallholder agriculture since the mid-1980s, and (iii) the recent rekindling of growth
within the LSCF sub-sector. More detailed coverage of these developments is provided in
Agricultural Growth in Zimbabwe: Past Performance and Future Prospects (1994).

Table 4.4: Growth Rates in the Real Value of Marketed Crops and
Livestock Products by Subsectorl

(Average Annual Percent Change)

Period Commercial Areas2 Communal and
Resettlement Areas

1980 - 1985 -0.5 19.4

1985 - 1993 1.8 -4.8

1980- 1993 1.1 5.0

1: Value of marketed output deflated by the CPI
2: Includes LSCF, SSCF, and parastatal farms
Sources: CSO data, supplemented by data from the Horticultural Promotion Council, the
Commercial Farmers Union, and agro-processors.

Expanding Smallholder Production in the Early 1980s.

4.35 Figure 4.1 illustrates the development of marketed agricultural output within the communal
and resettlement areas. The impressive expansion of such output during the first half of the 1980s
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has been extensively analyzed and documented.6 It centered predominantly on expanded maize and
cotton production, although a temporary surge in small grains production and sales also contributed
to growth in 1985-86. This smallholder growth was based on a combination of planted area
expansion, yield improvements, and greater integration of smallholder farmers into national
marketing networks. Between the late 1970s and the early 1980s the aggregate planted area within
the communal/resettlement areas increased by more than 20 percent, with such expansion being
more than 30 percent for both maize and cotton. Smallholder yields for most crops showed gains
in non-drought years, with average maize yields in 1985 being almost double those for 1980. A
rapid increase in the adoption of hybrid maize (from 30 percent to 90 percent of farmers) together
with fertilizer contributed to this. Most of the growth in marketed output occurred within the
Mashonaland Provinces and a few districts in Natural Regions III and IV, with approximately 10
percent of smallholders accounting for a very large proportion of such sales.

Figure 4.2: Marketed Value of Major Crops and Livestock
Products from Communal and ResettlementAreas
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4.36 The contributing factors to this 'smallholder success story' included:

(i) the ending of the war (of independence) which enabled farmers to return to
abandoned fields,

(ii) generally favorable pan-territorial official prices for major crops, and particularly for
maize,

(iii) an eight-fold increase in agricultural credit disbursed to smallholders by the
Agricultural Finance Corporation at concessional interest rates,

(iv) the availability of drought-tolerant improved cotton varieties and maize hybrids from
research efforts during the 1960s and 1970s, whose spread among smallholders
occurred rapidly after independence,

6See, for example, Rohrbach (1989), World Bank (1991), and Rukuni and Eicher (forthcoming).
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(v) a four-fold increase in smallholder fertilizer use as a result of an initial free
distribution program, favorable maize/fertilizer price ratios, the increased
availability of credit, the development of private input distribution at growth points,
and the influence of extension advice,

(vi) the extension of public sector transport and marketing facilities into the smallholder
areas, with the number of GMB depots/collection stations in such areas rising from 3
at independence to 148 by 1985 and with both the Cotton Marketing Board and the
Cold Storage Commission developing marketing facilities in these areas,

(vii) the successful eradication of tsetse in the mid-Zambezi Valley whose land and agro-
climatic conditions were suitable for cotton cultivation, and

(viii) the resettlement of nearly 50,000 smallholder households, the majority of which on
medium-to-high potential land.

4.37 Taking the above factors as a group, it is clear that the early 1980s smallholder 'success
story' was facilitated by very substantial public sector investments in land, agricultural services,
marketing infrastructure, and overall support to agriculture via favorable pricing policies. Such
investments provided a substantial number of smallholder farmers with enhanced access to
resources, technologies, and markets, to which they were largely denied prior to independence.

The Stagnation of Smallholder Agriculture Since the Mid 1980s.

4.38 Since the mid-1980s smallholder agriculture in Zimbabwe has been more or less stagnant.
The trends in aggregate marketed output for communal and resettlement farmers (Figure 4.1) are
one illustration of this. The apparent surge in marketed output is misleading. Smallholder
agriculture did exhibit a remarkable recovery following the 1992 drought, facilitated in part by the
government's distribution of free 'drought packs' containing seeds and fertilizer. Nevertheless, the
volume of smallholder output for major crops in 1993 was still lower than that attained during the
mid-to-late 1980s. The large apparent increase in smallholder output can be attributed to the very
high maize incentive price which the government introduced in the wake of the 1992 drought. Had
the 1993 maize producer price better reflected average export/import parity values, then the total
value of smallholder marketed sales would have been at a level somewhat below that reached in
1985.

4.39 Trends in smallholder crop plantings, yields for major crops, and total factor productivity
closely parallel the recent stagnation indicated for marketed output. While there is a potentially
large margin of error in official statistics on smallholder cropping patterns, such data suggest that
aggregate plantings of major crops within the communal/resettlement areas actually declined
toward the end of the 1980s and have remained at this lower level (Table 4.5).7 Most of this
contraction is attributable to significantly reduced small grain cultivation within the semi-arid areas
as a result of declining returns to land and labor for such crops.

7As indicated earlier, smaliholders also grow other crops (i.e., tobacco, soybean, vegetables), yet changes in the plantings
of such crops do not nearly compensate for the aggregate decline in plantings for major crops.
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Table 4.5: Trends in Communal/Resettlement Crop Areas (1977 to 1993: 1000 Ha.)

Crop 1977/78 1980/81 1984/85 1989/90 1993/94

Maize 660 1086 1160 1030 1040

Pearl Millet 497 401 303 167 162

Finger Millet 141 118 154 124 90

Groundnuts 224 243 149 173 105

Sorghum 129 214 247 158 139

Cotton 41 62 146 180 207

Sunflower 35 24 31 111 128

Sub-Total 1727 2148 2190 1943 1871

Source: Agritex.

4.40 As indicated in Figure 4.2, smallholder yields for major crops have either been stagnant or
declining since 1987/88. The downward trend is especially significant for smallholder cotton.
Reduced availability of credit, reduced fertilizer and agro-chemical use, seed availability or quality
problems, lower rainfall levels, and expansion of cultivation into more marginal areas are
contributing factors. Some of the same factors have contributed to a reduction in smallholder
maize yields since their peak in the mid-to-late 1980s. In addition, the monocropping of maize in
some areas and the lack of proper crop rotations have contributed to increased incidence of maize
streak virus (a disease) and maize stalk borer (a pest). With the recent decline in yields (and area)
smallholder maize production has fallen well below that attained during the mid-to-late 1980's and,
in per capita terms, has been lower in recent non-drought years than at independence. Smallholder
groundnut and sunflower yields have also been stagnant in recent years, following an upward
movement in the early 1980s. Only for a relatively minor smallholder crop, burley tobacco (not
shown in the Figure), has there been an upward trend in yields with farmers devoting more
resources to this crop to take advantage of high market prices (in 1990 and 1991).

Figure 4.2: Smallholder Yield Indices (1980=100)
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4.41 Declining soil fertility and the increased incidence and severity of soil erosion are also
likely contributors to the stagnancy/decline in smallholder yields. Population pressures, together
with the limited (and declining) use of fertilizers on granite-based and other low fertility soils, the
presence of few tree crops or food legumes in smallholder production systems, and the continued
clearance of wood cover, are contributing factors. One recent study, utilizing aerial photography,
estimated that some 1.53 million hectares of communal/resettlement land was affected by soil
erosion, with these areas evenly split between croplands and rangelands.8

4.42 While problems of rangeland degradation have been given much attention, less attention
has been given to the fact that several of the areas where soil erosion is most severe or extensive
are the same areas where much of the post-independence growth in smallholder agricultural
production has come from. Over the past decade, only ten districts--Hurungwe, Gokwe, Murewa,
Mt. Darwin, Makoni, Gurewe, Shamva, UMP, Buhera, and Gutu--accounted for approximately
two-thirds of smallholder marketed output for maize, cotton, and other crops. According to the
above noted study, each of these districts were classified as experiencing moderate-to-high degrees
of soil erosion during the mid-1980s.9 To achieve accelerated growth in these areas in the future,
there must be improved incentives and institutional arrangements to promote sustainable land and
other resource use.

4.43 Estimates have been made for changes in total factor productivity among communal/
resettlement farmers (Thirtle et al. 1993). While Total Factor Productivity (TFP) growth over the
1975 to 1990 period averaged 4.3 percent per annum, this growth was largely confined to the early
1980s. Period average annual TFP growth for 1975-80, 1980-85, and 1985-90 were calculated at
+ 1.4 percent, +3.9 percent, and -0.7 percent, respectively.

4.44 Several factors have contributed to the stagnation of smallholder agriculture since the mid-
1980s. These include:

(i) climatic factors, especially the severe droughts of 1987 and 1992 which resulted in
near or total crop failure in most rainfed areas as well as the death of large numbers
of livestock in the smallholder areas,

(ii) price factors, with sharp declines in the (real) producer prices for maize, cotton,
groundnuts, and small grains during the late 1980s,

(iii) reduced access to credit, as the Agricultural Finance Corporation tightened its
criteria for smallholder lending and denied further loans to farmers with
outstanding arrears. By 1992/93 fewer than 30,000 smallholders had obtained new
loans from the AFC. The capacity of many smallholders to obtain seeds, fertilizers,
and other material inputs has been weakened,

(iv) reduced market access, as the Grain Marketing Board sharply reduced its number
of (temporary) collection points within the communal areas prior to the time that
private sector marketing channels began to emerge,

tWhitlow (1988).
9Areas with 'moderate' erosion are those where 8-16 percent of the total area is affected, while 'high' erosion areas have
more than 16 percent of the total area affected by sheet or gully erosion.
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(iii) reduced outreach and effectiveness of public agricultural services. Due to budget
cuts, more than 70 percent of the budgeted resources for the agricultural research
and extension services now go toward salaries and wages. This has resulted in a
considerable cut-back in field activities, including on-farm research trials in
smallholder areas. The official veterinary service has also had to cut back on field
operations.

4.45 Statistical estimations of the primary exogenous, price, and institutional factors contributing
to smallholder marketed output in aggregate and for major crops are provided in an annex to this
chapter.

Commercial Agriculture Since the Late-1980s

4.46 Figure 4.3 illustrates the trend in agricultural marketed output from the 'commercial areas'
over the past quarter century.'0 Following an initial jump after independence, the real value of
marketed output from these areas remained stagnant through the remainder of the 1980s, with
downturns recorded in years of major drought. During the past few years, however, there has
been a more favorable pattern, with the marketed output in 1991 and 1993 being the two highest
levels ever recorded for the commercial farming areas. The substantial increase for 1991 can be
largely attributed to the increase in tobacco prices in 1990 and 1991 which led farmers to expand
plantings and shift production to higher-yielding varieties. Some part of the 1993 gain can be
attributed to the GMB's extremely high maize 'floor' price set for that year.

Figure 4.3: Commercial Farming Areas: Marketed Output Value of Major
Crops and Livestock Products
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4.47 A close review of the Figure shows that for commodities other than tobacco and
horticulture, the real value of LSCF marketed output declined virtually continuously from 1981
through 1992 (except for post-drought recoveries), with even the 1993 recovery being at a lower
level than that attained in 1974-75. Since the mid-1980s, there has been a significant shift in the

'0 The LSCF subsector accounts for more than 90 percent of the (marketed) output from the 'commercial areas'.
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cropping and livestock production patterns within the LSCF sub-sector. Plantings of grains (other
than wheat) and cotton have declined substantially in response to the reduced producer prices and
profitability. The LSCF beef and dairy herds have also been cut for similar reasons. At the same
time, there has been a rapid expansion in plantings and production of tobacco and horticultural
crops as well as rapid growth in poultry and wildlife production/utilization.1 ' Plantings of oilseeds
and wheat have been variable, depending upon their profitability relative to other crops. The
various changes represent a shift toward export and other non-controlled crops and animal
products. While export crop production (i.e., tobacco, horticultural crops) has served as a good
hedge against inflation and currency devaluation, the accelerated development of poultry, wildlife,
and piggery operations provided an escape from controlled parastatal marketing.

4.48 Recent trends in LSCF investment and employment parallel those for total marketed output
and provide some basis for expecting higher rates of growth from this sub-sector in upcoming
years. Figure 4.4 depicts the real value of LSCF capital investments since independence. The
highest levels of investment have occurred during the past four years. This is somewhat surprising
given the considerable uncertainty, since 1989, surrounding the government's intentions for further
land reform and resettlement. This investment growth has been broadly based, covering transport
equipment, irrigation facilities, farm machinery, plantation/orchard development, tobacco barns,
staff housing, abattoirs, and packing houses. Several factors have contributed to this growth in
investment, including the 1990-91 surge in international tobacco prices, the greater availability of
foreign exchange, the positive expectations created by commodity market liberalization, and the

12growing diversification of large-scale farmers into fruit, vegetable, and cut flower production

Figure 4.4: Capital Investment in Large-Scale Commercial Farms
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4.49 Figure 4.5 illustrates trends in LSCF sub-sector employment since independence. It shows
a steady reduction in the number of permanent workers through to 1987 in response to increased
wage costs and reflecting the reduction in total planted area within the sub-sector. While the
number of permanent workers has increased marginally since 1987, there has been a steady and

i "Annex 4 charts the growth of Zimbabwean tobacco production and horticultural exports.
1
2The dip in investment in 1993 can be attributed to generally poor financial conditions within the sub-sector in the
aftermath of the drought-affected 1992/93 marketing season and as a result of the depressed tobacco prices in 1993.
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significant increase in the number of part-time employees. This increased employment has been
primarily for the production and post-harvest treatment of tobacco, vegetables, citrus fruit, and cut
flowers.

4.50 The welfare effects of these employment trends require further analysis. While increasing
sharply just after independence, real agricultural wages have subsequently declined, with this
decline being especially sharp over the past few years. As a result, the share of wages in the value
of LSCF marketed output has fallen from an average of 36 percent over the 1980-83 period to 25
percent in 1988-91 and less than 15 percent in 1993. Survey results indicate that many farm
worker households are chronically food insecure, with the incidence of child malnutrition being
higher among such households than among communal farm households. With both low and
uncertain incomes, households of temporary farm workers are among the most deprived of
Zimbabwe's food insecure (Christiansen and Stack 1992).

Figure 4.5: Employees on Large-Scale Commercial Farms
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4.51 Zimbabwe's commercial farmers have responded quickly to the recent market reforms.
New institutional arrangements are emerging linking (especially) these farmers with downstream
processors and traders. A commodity trading exchange (ZIMACE) has been created in order to
facilitate trade and efficient price discovery for a range of commodities. For oilseeds and several
grains, large-scale farmers have entered into direct contractual arrangements with processors and
traders. In the case of groundnuts, a joint venture production and export operation has been
formed involving large-scale farmers and a local seed company.

C. Prospects for Future Agricultural Growth

4.52 Zimbabwean agriculture is at a critical turning point. The on-going agricultural market and
foreign exchange reforms provide improved incentives for patterning production more in line with
comparative advantage and for more fully tapping the opportunities in international markets. These
reforms also provide considerable scope for improved agricultural market efficiency which is likely
to benefit both producers and consumers. Decontrol of maize marketing and milling has already
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benefited consumers by expanding hammer mill production of straight-run maize meal and putting
downward pressure on retail prices. The liberalization of the cotton market provides new
opportunities for ginning and trade. However, due to their superior access to finance, their more
favored location, their effective producer associations, and other factors, it has been primarily
large-scale commercial farmers who have been able to respond to the new market environment.

4.53 The main constraints on more rapid agricultural growth are supply-side. During the next
decade, agricultural commodity demand should not be a binding constraint. While policy reforms
are likely to result in increased domestic demand for certain food and industrial crops, Zimbabwe
can maintain or expand its international market share for a range of commodities. Until recently,
one of the most important set of constraints on agricultural growth related to the shackles which the
government placed on agricultural market development, with controls on commodity prices and
physical flows, and restrictions on the nature and latitude of private sector participation in trading
and processing activity. As elaborated above, these controls were a product of an inward-looking
development strategy geared toward achieving self-sufficiency in selected food and industrial crops,
and toward enhancing (during the colonial period) and later reversing the privileged economic
opportunities accorded to large-scale commercial farmers. Although certain market controls
remain, and the long-term roles for the major marketing boards still await clearer definition, the
on-going policy reforms are most likely to relax these long-standing constraints on market
development.

4.54 If not accompanied by other measures, the liberalization of markets (and the associated
reduction of direct public sector marketing activity will) not contribute to a high level of broad-
based agricultural growth. Without further structural changes--related especially to access to
productive resources and to the linkages between smallholder farmers on the one hand and
commercial farmers and private agribusiness on the other-- future agricultural growth in Zimbabwe
is likely to remain slow and concentrated among narrow socio-economic segments of the rural
population.

4.55 At present, the most important supply-side constraints on more accelerated and more
broadly-based growth are: (i) the current distribution and (in)efficiency of use of high-quality
agricultural land, (ii) the deterioration of key public sector agricultural services, (iii) the weak
linkages of smallholder farmers to commercial trading and agro-processing enterprises, (iv)
continued market distortions as a result of the very high maize support price set and maintained by
government, (v) the weaknesses of rural financial services catering to small-scale farmers,
processors, and traders, (vi) the low agricultural potential of the natural resource base in most
communal areas, and (vii) problems of natural resource degradation in communal and resettlement
areas with insufficient support for local community initiatives to prevent and combat these
problems.

4.56 Given the prevailing set of supply-side constraints, it is our view that achieving accelerated
and broad-based agricultural growth will require that the government reorient its policies and
strategies toward land and toward the provision of technical, financial and other support services in
the same pragmatic way in which it has adopted a revised set of policies regarding commodity
pricing and the organization of commodity markets. Instead of seeking to control the distribution,
acquisition, and use of land, the government should seek to facilitate the development of a land
market and support more flexible patterns of land resettlement. Suggestions in this area are
provided below.
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4.57 Government lacks both the financial and human resources to provide a full range of
technical and other services to all farmers. As amply demonstrated in Zimbabwe, the private
sector can do a considerable part of this work, especially where commercial crops and livestock
products are concerned. Given the limited budgetary resources available for public agricultural
services, there is an evident need to prioritize the areas for public support. Such public support
should complement or augment private sector activity, concentrate in topical and geographical
areas where the potential social benefits (or reduced social costs) are large, and take advantage of
feasible opportunities for full or partial cost recovery so as to enhance their financial sustainability.

4.58 The gains in smallholder agriculture during the early 1980s were indeed impressive and
should dispel doubts about the responsiveness of smallholders to improved incentives and access to
financial, natural, and technical production resources. Nevertheless, some of the factors which
contributed to this mini boom were one-time developments (e.g., the resettlement or re-cultivation
of land abandoned during the war; and the spread of long-standing hybrid maize technology).
Others were not sustainable through the fiscally-constrained era of the mid-to-late 1980s: (e.g.,
subsidized credit; favorable producer prices; the build-up of marketing infrastructure in remote
locations.) This, together with the continued vulnerability of rainfed agriculture to climatic
fluctuations, has led the 'smallholder revolution' not only to run out of steam, but to show clear
signs of actual regression. Slow growth within the commercial farming sub-sector has not been
able to compensate for this, resulting in declining per capita agricultural output.

4.59 Despite its geographically uneven and somewhat limited agricultural resource base,
Zimbabwe still has the potential to accelerate its agricultural growth to at least 3 percent per annum
over the next decade and to broaden the benefits which will accrue from such growth. Achieving
such a rate and pattern of growth will require:

- Redirecting public sector involvement in agriculture: a reorientation of
government interventions away from an approach emphasizing controls and
directives (i.e., in prices, commodity flows, land use, resettlement activity) to
one which centers on supporting private sector activity, augmenting the
resources available to the rural poor, and cushioning the risks faced by
Zimbabwean farmers and marketing agents arising from climatic fluctuations,

* Increasing land use efficiency: the development of a land market and flexible
land reform process which facilitates more intensive, yet sustainable utilization
of the country's limited high potential agricultural land and at the same time
brings about an agrarian structure in which a spectrum of agricultural
enterprises supersede the current size, technological, and racial dualism,

* Reinvoraging smallholder agriculture: generating increased smallholder
output of food, industrial, and high-value crops/livestock products through
expanded direct service and commercial links with agribusinesses and
commercial farmers, the strengthening of rural financial services and selected
public agricultural services, initiatives to enhance natural resource management
and the sustainability of production practices within the communal and
resettlement areas, and the resettlement of additional smallholder households
within the medium-to-high potential areas,
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* Increasing market efficiency and pursuing comparative advantage:
stimulating improved efficiency in commodity marketing and agricultural
processing through continued market reforms, support of rural infrastructure,
and support services for emergent traders and processors. Encouraging an
overall shift from an inward-looking to a market-driven pattern of production
by leveling the policy playing field among commodities.

4.60 Even under the above favorable scenario, though, it would be expected that only 15 to 20
percent of smallholder households would participate directly in the expansion of agricultural
production, with perhaps another 20 percent or so benefiting through increased employment
opportunities in agriculture and in upstream and downstream activities. Large numbers of
smallholder farmers, especially in Natural Regions IV and V, would not be expected to expand
agricultural production and incomes although the structural changes taking place in the foodgrain
markets should reduce the costs of purchased foods for many of them. Certain technical and
institutional measures could improve the productivity and sustainability of low-intensity, subsistence
crop and livestock production in the semi-arid areas, and some additional cash cropping can occur
in localized irrigation schemes. However, any considerable income and employment growth for
those living in semi-arid areas will depend as much on developments outside the agricultural sector,
either in manufacturing or services.

Demand-Side Sources of Growth

4.61 Growth in both domestic and international demand can be a source of future agricultural
growth in Zimbabwe. In the domestic market, future demand for food and agricultural raw
materials will be linked to population growth, the growth and changing distribution of incomes,
changes in consumer tastes, the efficiency of output markets, and the international competitiveness
of local industries reliant on agricultural raw materials.

4.62 Zimbabwe's population growth is projected to slow down, to a rate of 2.1 percent over the
next decade. Urban population growth will be considerably higher, especially if there is growth in
manufacturing sector employment. This population shift will alter consumption patterns, given that
urban residents place greater emphasis on convenience (i.e., bread, packaged foods) and frequently
have greater access to electricity and refrigeration. Changes in incomes will affect food
consumption patterns, given the far higher income elasticity of demand for meat, dairy, oilseed,
and horticultural products than of foodgrains and related products.

4.63 While maize will remain the preferred staple food, aggregate demand for maize will likely
trail behind population growth due to (i) the relatively low income elasticity of demand for maize-
based products, and (ii) the greater efficiency in maize processing which accompanies the spread of
hammer and small-scale industrial milling operations. While the large-scale industrial mills have
recorded extraction rates of 75 percent in their production of refined roller meal, smaller mills
obtain extraction rates of 98 percent or more in their production of straight-run maize meal.
Hence, as the smaller milling operations become more dominant and as a large proportion of the
population continues with or shifts to the less expensive meal products, considerable efficiency
gains will be achieved so that the slow expansion in maize meal demand may be met by stable or
even somewhat reduced supplies of maize. 3

3Future changes in the demand for maize as animal feed will depend upon the future development of LSCF beef cattle
production, the development of the poultry and pig industries, and the relative prices of maize and small grains.
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4.64 The recent reduction in wheat/bread subsidies has resulted in a decline in demand,
following a steady and rapid growth in wheat sales over the 1985/86 to 1992/93 period. Assuming
that demand for wheat will soon recover and then resume modest growth, there is considerable
scope for efficient import-substitution as long as local producers can continue to produce at below
import-parity levels. While wheat production in 1993 was approximately 275,000 tons, total sales
(including imports) averaged about 350,000 tons/year during the early 1990s. Hence, for the
remainder of the 1990s, at least a 25 percent increase in wheat production could be accommodated
in the domestic market. Demand for small grains is likely to increase. Recent analysis indicates
that in a free market context in which the relative prices of maize and small grains reflect their
nutritional values and processing characteristics, the small grain requirements of various processors
(e.g., stockfeed companies, breweries, etc.) would be more than three times the commercial usage
in 1993 of 32,859 tons (Rukovo and Gwitira 1994).

4.65 Prospects are also good for an expansion in domestic requirements for oilseeds, through
increased consumption or use of vegetable oil, animal feeds, and other oilseed-based products.
With a high income elasticity of demand for vegetable oil and smallstock meat items, domestic
requirements for oilseeds should increase. Added to this, there is scope for developing entirely
new industries based on oilseeds. As demonstrated by Nigeria's recent experience, there is
considerable scope for developing a broad array of soybean-based food products which provide
very inexpensive sources of protein. Examples of possible products include soymilk, soy-based
flavorings, and soy-fortified biscuits, breakfast foods, porridges, and confectionery products.

4.66 Domestic sugar consumption has been growing at a rate above 5 percent per annum since
independence. Zimbabwe's per capita sugar consumption is among the highest in Africa as a result
of an efficient sugar distribution network, a generally accepted belief that sugar is a high-energy
nutritious foodstuff, and price controls which have kept the commodity affordable to a large
proportion of the population. The recent drought forced a large-scale importation of sugar and a
need to raise consumer prices. While this has temporarily reduced demand, it is assumed that
domestic sugar consumption will resume its long-term growth trend.

4.67 Use of cotton lint by the domestic textile industry increased steadily in the latter half of the
1980s from about 22,500 tons in 1985 to more than 42,000 in 1990. Cotton Marketing Board sales
to the textile industry have subsequently declined to an average of 34,300 tons over the past three
years. Despite the shift to export parity pricing for lint supplies, demand for lint is expected to
increase as textile firms have undertaken significant new investment in recent years.14 Over the
1994-96 period, textile industry turnover is expected to increase by nearly 7 percent per year.
Assuming similar ratios of lint supply to sales turnover, the demand for cotton lint from the textile
industry would rise to nearly 50,600 tons by 1996.

International Market Environment

4.68 The international market environment is expected to undergo considerable change through
the remainder of the 1990s and on into the subsequent decade. The recently signed GATT
agreement, the pending expansion of the European Economic Community, the recovery of the
economies in Eastern European and the former Soviet Union, and the likely future extension of the

14From June 1994, the cotton link price has been st at Z$10.50 per kg (i.e., Z$2.3 below export parity price), but this
disparity is expected to be temporary.
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NAFTA to incorporate several additional countries will all have a significant impact on world
agricultural trade. Within Southern Africa, political and policy changes in such countries as South
Africa, Malawi, and Mozambique will also have an impact on Zimbabwe's opportunities for
international trade in agricultural commodities and products. At this point, it is not possible to
gauge the net effect of these various international changes on the prospects for Zimbabwean
agriculture.

4.69 Based on expected patterns of commodity supply and demand, the World Bank has made
international price projections for major commodities through to the year 2005. Table 4.6 below
provides such projections for commodities (potentially) important for Zimbabwe, together with
actual price trends over the past decade. The overall picture is not especially promising, although
Zimbabwe's relatively low production costs (i.e., sugar) and reputation for high quality and/or
reliable supply (i.e., tobacco, cotton, beef) enhance its competitive prospects. The prices for most
of the listed commodities are projected to be more stable than in the recent past, yet remain at
historically relatively low levels. Only for three of the listed commodities (sugar, coffee, and
sawnwood) are projected real prices expected to be higher than those which prevailed during the
early 1990s.

4.70 The greatest concern for Zimbabwe is the projected trend in international tobacco prices,
given the prominence which tobacco plays in the country's exports and agricultural output and in
the overall viability of many large-scale commercial farming enterprises. The World Bank predicts

1 5
that international tobacco prices will remain close to the low 1993 level through the mid-1990s,
and then decline in real terms by about 10 percent over the subsequent decade. As for cotton,
international prices in 1994 have recovered significantly from their depressed levels of the past two
years. However, with expected increases in production from selected Asian countries (i.e., China,
India, and Pakistan), projected international cotton prices for the 1995-2005 period are relatively
low by historical standards. However, as long as Zimbabwe can maintain its relatively high quality
output and reverse its downward trend in cotton yields, it can remain a competitive supplier.

4.71 For both sugar and beef, the profitability of commercial production since independence has
been strongly influenced by the preferential quotas which Zimbabwe has held in the U.S. and EEC
markets which provided for exports of specified quantities at prices well above international market
prices. Despite the recent GATT agreement, these quotas are likely to remain in place for the
remainder of the 1990s. World Bank projections indicate a firming of prices for both commodities
toward the end of the decade and into the early years of the next century. With the breakdown of
preferential trade arrangements for sugar, Zimbabwe could be well placed to compete in
international markets given that it is one of the lowest cost sugar producers in the world. The
long-term prospects for the beef industry are less clear. While there are indications that the current
quota system will be retained until the year 2000, the interim period is likely to see non-tariff
barriers being imposed to restrict volumes entering the EEC market. For example, there have been
recent proposals to require Zimbabwe beef to be exported in plastic rather than paper cartons, a
measure which would substantially increase supply costs. Beyond the year 2000, Zimbabwe's
export prospects are likely to decline, although the country may be in a position to supply high
quality beef products to small niche markets. 16

5Represented by Indian flue-cured tobacco prices.
16See Tawoneszvi et al. (1994).
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4.72 While projected short-term increases in maize prices may defray some of the losses
associated with the expensive purchase and storage of surplus production in 1993-94, the medium-
to-long-term prognosis is for declining real international maize prices. At such prices, Zimbabwe
will be able to regularly export at a profit only if marketing and transport costs are reduced
considerably and farmers are willing to accept prices which are lower than the 'floor' prices paid in
recent years. While there may be some opportunity for supplying maize to the northern parts of
South Africa, market opportunities in other regional countries (i.e., Mozambique, Tanzania) may
decline due to expanded production and market reforms in these countries. The current large sales
to Malawi are expected to be a temporary phenomenon.

4.73 International prices for soybean and soybean meal are expected to remain at the levels
which prevailed during the early 1990s. The liberalization of the Zimbabwe oilseeds market,
together with economic and political changes in South Africa, provide scope for expanded exports
in the raw material or processed by-product. Recent estimates have placed the potential South
African demand for Zimbabwean soybeans at up to 100,000 tons, equivalent to Zimbabwe's total
production of this crop in recent years.

4.74 Developments in the international citrus fruit market are important given the long-term
investments being made in orchards, packhouses, and transport infrastructure. Record world
production levels in 1992/93 resulted in a reduction in prices. Some firming of prices is expected,
although the projected long-term prices are lower than those which prevailed during the 1980s.
Overall world demand for citrus fruit is expected to continue growing, yet at a slower pace than
during the 1970s and 1980s. Consumption growth will be particularly slow in North America and
Western Europe, with faster growth expected among developing countries and the former Eastern
Bloc countries. The availability of remunerative market outlets for Zimbabwe's expanded supply
will likely depend upon the pace of economic recovery and growth in the former Eastern Bloc
countries.

4.75 The European market for horticultural products is expected to expand, although increased
competition, both within the EEC and from outside suppliers, will likely result in slower price
gains than in the past. Most important for Zimbabwe are the market prospects for cut flowers.
The western European cut flower market, valued at $12.5 billion in 1990, is slightly larger than the
combined size of the U.S. and Japanese markets. Over the 1987-1993 period, sales volumes of cut
flowers in the Dutch auctions (the dominant marketing network in the West European cut flower
sector) grew at an average rate of 4.7 percent, accompanied by an increase in nominal prices of 0.9
percent per year. Sales growth has been higher for roses (Zimbabwe's leading product), with a 6.2
percent average annual increase in volumes and a 2.4 percent average growth rate in prices. The
European cut flower market in projected to grow at a 4 percent rate through the remainder of the
decade to reach over $19 billion by the year 2000.17

17Market trends are reported in Malter (1994).
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Table 4.6: International Price Trends and Projections for Zimbabwe's Major Agricultural Export Commodities
(Real Prices in Constant 1990 Dollars)

Actual Prices Projected Prices

Commodity 1980 1985 1989 1990 1991 1992 1993 1994 1995 1996 2000 2005

Tobacco ($/MT) 3196 2843 1998 1964 2158 2307 1960 1985 1973 1924 1800 1725
Cotton (c/kg) 284 192 177 182 164 120 119 168 161 153 150 144
Sugar ($/MT) 878 130 298 277 193 187 206 209 213 222 235 262
Beef (C/kg) 384 314 271 256 260 230 244 235 231 228 274 262
Maize ($/MT) 174 164 118 109 105 98 95 109 104 99 93 85
Coffee (C/kg) 482 471 252 197 183 132 146 152 164 173 213 204
Oranges ($/MT) 543 581 471 531 410 459 404 420 431 430 425 420
Soybeans ($/MT) 412 327 291 247 234 221 238 253 237 211 219 233
Soybean Meal ($/MT) 364 229 260 209 193 192 194 204 197 180 185 210
Tea (C/MT) 310 289 213 203 180 188 174 170 174 174 184 199
Sawnwood ($/cu.m.) 507 403 446 524 462 481 502 514 517 523 545 572

Nominal prices deflated by the manufacturing unit value index (1990 = 100)
Source: World Bank (1994) "Commodity Markets and the Developing Countries", up-dated with revised estimates
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4.76 The above analysis has several implications for Zimbabwe if it wants to remain
internationally competitive and to expand its agricultural exports. First, there is a need to reduce
production and/or post-harvest/marketing costs in order to retain or increase the level of farmer and
trader profitability. Second, attention needs to focus on measures to improve product quality in
order to remain competitive in certain markets and to attain premium prices over and above
stagnant or declining general market prices. Third, there is a need to systematically diversify
market outlets away from quota preference areas in order to be prepared to compete and gain
maximum benefit in a more liberalized international agricultural economy.

4.77 Finally, the projected stagnation or decline in the international prices for several major
commodities suggests a need to give greater attention to the production of processed, value-added
products. Past market controls and oligopolistic market structures resulted in there being little
dynamism in Zimbabwe's food and beverage manufacturing industry, with real output growth just
keeping pace with total manufacturing output growth over the 1986-92 period. However, with
Zimbabwe's relatively strong human capital and capacity for local machinery construction/repair
and packaging supply, this should be an area where the country can develop a comparative
advantage. Already in the past two years, some new investment has taken place in this area,
particularly for spices and fruit and vegetable processing. This has generally been geared toward
the export market.

Supply-Side Sources of Growth

Toward More Efficient Use of High-Potential Agricultural Land

4.78 Increasing the utilization of the country's high-to-medium potential agricultural land offers
one of the greatest potential sources of further agricultural growth. As indicated earlier, Zimbabwe
has a relatively limited amount of high potential land, with really only that in Natural Region II
suitable for intensive cultivation. A large proportion of this high-potential land is not in fact
currently used for agricultural purposes or is devoted to low-intensity cattle or wildlife production
whose social returns and employment are considerably lower than prospective crop cultivation. A
number of factors have contributed to this pattern, including the incidence of extremely low land
taxes, legal and administrative restrictions on the sale, lease, or sub-division of farms, declining
profitability of certain crop and livestock activities, and localized shortages of labor at the
prevailing wage rates.

4.79 While most of the 'underutilized' high-potential agricultural land exists within the large-
scale commercial farming sub-sector, there are also some such areas within the SSCF and
resettlement sub-sectors. Given the relative magnitude of the potentially cultivable land, the
analysis below centers on land use patterns within the LSCF subsector. While the analysis points to
the potential benefits of further resettlement activity, the limitations of the past resettlement
program are fully recognized. Achieving sustainable growth from any future transfer of high-
potential land to resettled farmers will necessitate major changes in the design and implementation
of the program. In particular, there is a need to shift away from bureaucratic definitions of 'viable'
or 'optimal sized' farms and administered processes of land designation, price-setting, allocation,
and management toward increased reliance on market mechanisms. There is an evident need to de-
politicize the land reform process and to increase efficiency both in land allocation and use.
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4.80 Determining how much arable land within the LSCF subsector is 'underutilized' is not a
straightforward proposition, given conflicting views about the efficiency of using high potential
land for animal production and the consideration that a large proportion of the uncultivated and
ungrazed arable land is under indigenous woodlands, which has its own considerable (current and
future) use and conservation value. Based on CSO data for 1993, an analysis indicates that:

* Only about 15 percent of the LSCF area is considered arable with most of this lying
in NRs II and III.

* Thirty one percent of the arable area is currently cropped. The cropping intensity
is higher when account is made for recommended crop rotations (especially where
tobacco is cultivated and maize is grown on shallow soils). Nation-wide, this
'adjusted cropping efficiency' is about 50 percent, with the proportion being more
than two-thirds in Natural Regions I and IL.

* On a nation-wide basis, the LSCF subsector's livestock (beef and dairy cattle;
sheep and goats) holdings are consistent with Agritex' recommended 'optimal' or
'low risk' stocking rate, although livestock holdings within NRs I and V are far
lower than what could be accommodated under the 'low risk' strategy. Present
livestock holdings within NR II are about 10 percent less than recommended levels,
while those in NR III exceed the recommended rates. However, with livestock and
mixed livestock/wildlife operations having DRCs close to one and providing far
lower returns per hectare than crop cultivation, it is questionable whether the use of
land in NR II for animal production is socially efficient and would be sustainable if
land prices there reflected actual opportunity costs.

* It is estimated that some 745,000 hectares of LSCF land is arable, yet is not
currently used for cultivation or any other immediate agricultural purpose. This
represents some 42 percent of the estimated arable land within the subsector and
includes about 286,000 ha. in NRs I and II and another 334,000 ha. in NR III.
To put this into context, in 1993 the total cropped area within the subsector was
(according to CSO data) 471,000 hectares.

* Taking NRs I and II together, and assuming the pursuit of a 'moderate risk'
livestock production strategy, one can envision the use of an additional 1. I million
hectares of land for agricultural purposes. If one includes NR III, then this sum
rises to 1.6 million hectares. While this is a substantial area, it is less than one-
third of the 5 million hectares, which, according to official government policy, is to
be acquired from the LSCF and used for future resettlement. Unless economically
viable and environmentally sustainable resettlement and livestock production
systems can be developed within the semi-arid areas (where a large proportion of
LSCF land is not utilized for agricultural purposes), meeting the five million
hectare target would come at the expense of existing LSCF crop cultivation and/or
ranching activity.
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Table 4.7: Land Utilization Patterns within the Large-Scale Farming Subsector by Natural Region
(1993)

Natural Regions
I II III IV V Total

Number of Farms 124 2737 1018 809 199 4887
Total Area (000 Ha) 203 3641 2100 2545 2679 11168
Average Farm Size (Ha) 1641 1330 2063 3146 13460 2285
Arable Land 1 (000 Ha) 28 1034 502 127 70.0 1762
Adjusted Arable Land 2 (000 Ha) 24 879 427 108 59 1497
Planted Area (000 Ha) 14.4 362.8 50.0 8.4 35.7 471.4
Cropping Intensity 3(%) 7.1 10.0 2.4 0.3 1.3 4.2
Net Cropping Efficiency 4 (%) 60.3 41.3 11.7 7.7 60.0 31.4
Adjusted Crop Area 5 (000 Ha) 19 596 92 13 31 752
Adjusted Cropping Efficiency 6 (%) 78 68 22 21 52 50
(Derived) Area Available for Grazing (000 Ha) 134 2135 1483 1895 1978 7625
Number of Livestock Units With Optimal Stock 38 610 212 211 158 1229
Rate8 (000)
Actual No. of Livestock Units (000)9 16 554 266 211 70 1117
Arable land for Potential Cultivation'° (000 Ha) 5 283 334 94 29 745
Land Available for Potential Grazing 11 (000 Ha)

Low Risk Stocking Strategy 74 0 0 0 1073 1147
Moderate Risk Stocking Strategy 97 744 113 743 1389 3086

1: For NRs I, 11, III same proportion as reported by Roth (1990). NR IV assumed to be 5% of total. For
NR V, twice the irrigated area

2: Arable land minus 10% for tree lines/roads/homesteads/inaccessible land and minus 5% for conservation
measures.

3: Planted area/Total land area.
4: Cropped area/Adjusted arable area.
5: Cropped area adjusted for recommended fallows (tobacco, maize), for double cropping (wheat), and for

pasture plantings.
6: Adjusted crop area/Adjusted arable area.
7: Total area minus unusable area (assumed to be 10% minus 15% for roads/homesteads/conservation

measures minus adjusted crop area
8: Beef and dairy cattle = 0.7 LSUs; Sheep and goats = 0.15 LSUs; optimal stocking rates from Agritex.
9: As reported in CSO (1993) Large-Scale Farm Livestock Survey.
10: Adjusted arable land minus adjusted crop area.
11: Total area minus 25% (unusable area/roads/homesteads/etc.) minus adjusted arable land, minus number

of existing LSU multiplied by low risk and moderate risk stocking rate multipliers.
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4.81 Little of the arable, unutilized land is likely to exist in large contiguous blocks and
therefore be suitable for resettlement in the centralized and administered manner in which it has
been carried out thus far. A revised approach to resettlement would be needed in order to increase
the efficiency of land use within the medium-to-high potential areas without at the same time
weakening the core productive component of the LSCF subsector.

4.82 As an operational strategy, the government might want to consider a resettlement target of
1.5 million hectares. Future resettlement activity could concentrate in these medium-to-high
potential areas, where the scope for diversified production with considerable income- and
employment-generation is greatest. The number of new settler households might range from
50,000 to 70,000, depending upon the (varied) size units of the new farms. This would imply that
some 250,000 to 350,000 people would be direct beneficiaries.

4.83 In contrast with the rigid and administratively costly resettlement approach previously
pursued, the government could encourage a more flexible system, which might include:

(i) introducing a graduated land tax (in the LSCF and SSCF areas), with progressively
higher rates according to land quality. A land tax would deter present owners and
would-be speculators from holding on to unutilized land. Part of the tax revenues
could be used to improve public services and infrastructure through the Rural
District Councils, while another part of the revenues could be used for the
provision of medium-term loans to farmers wishing to lease or purchase sub-
divided land. If the land tax were to be income tax deductible, then those farmers
who use their land productively would bear little or no extra tax burden.

(ii) charging farmers the full economic costs for water and electricity and removing
other direct or indirect subsidies which bias upward the price of land and favor the
replacement of labor with capital equipment,

(iii) revising land sub-division and sale regulations and administration so as to facilitate
the increased sale, lease, and/or sub-division of existing LSCF and SSCF farms,

(iv) developing a set of financial instruments to facilitate smallholder settler purchase or
lease of land, for investment in farm infrastructure, and for purchases of training,
technical, and other services. A significant grant element could be involved, the
criteria for which would need to be determined. Vouchers might be provided to
individuals, groups, or communities for purchasing technical services and investing
in community-level resource management or agricultural infrastructure,

(v) screening and certifying individuals or groups to participate in those aspects of the
program which will involve vouchers or other grants. Relevant experience and
other characteristics would be assessed. Those farmers not seeking grants/
concessional loans under the program could lease or buy land without being
subjected to any formal screening or clearance, except normal procedures for
commercial loans,
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(vi) having individuals or groups of settlers (rather than the government) acquire or
lease the land to be used for resettlement. Settlers would be provided with secure
tenure rights, perhaps long-term (25, 50, or 99-year) lease rights,

(viii) integrating resource management and environmental concerns into resettlement
planning, with training provided in this area, with strategically important patches of
indigenous woodlands being retained, and with close attention to sustainable land
use and production practices.

4.84 What are the expected benefits which might accrue from such a resettlement program,
involving, for example, a total of 1.57 million hectares in NRs I-III? In the analysis below, it is
assumed that the new settlers will have 20 percent of their total land under crop culiivation at any
one time. This is about double the cropping rate of LSCFs in NR II and is consistent with past
practices of communal farmers in these areas. This means that under the resettlement program,
an additional 314,000 hectares of land will be cropped, this being slightly less than one-half of the
estimated area for uncultivated arable area within large-scale commercial farms in NRs I-III. We
also assume that resettlement activity will be phased in over a decade, with the areas involved being
more or less equal per year at about 157,000 hectares.

4.85 Table 4.8 outlines our assumptions about the cropping patterns for the new resettlement
farmers/smallholder leasees. We are assuming, quite conservatively, that the new settlers will
initially devote a considerable proportion of their land to maize with the 'traditional' cash crops of
cotton, groundnuts, and sunflower accounting for most of the remaining plantings. However, with
the expected improved efficiency of the maize market and with the resettled farmers becoming
increasingly enmeshed in training programs, outgrower schemes, and other contractual market
arrangements for higher value commodities, by year 5 of the program (i.e., 1999) a considerable
diversification of production patterns would be apparent, with the area under maize falling to below
one-third of the total planted area. This pattern would continue and by year 10 of the program
(i.e., 2004), the vast majority of the resettled farmers would be truly commercial farmers, with
production centered upon cotton, oilseeds, tobacco, and/or horticultural commodities.

4.86 Table 4.9 examines the impact which the outlined resettlement program would have on the
output and value of the major crops by the tenth year of the program.19 Relatively conservative
yield estimates are used here with the output volume simply being these yields multiplied by the
planted areas derived from Table 4.9 above. This output is then compared with the total national
marketed output for these crops in 1993 and is given a US$ value through use of World Bank
international price projections for 2005. It is assumed that this will constitute an incremental output
gain at the national level, since smallholder farmers who remain in the communal areas are likely
to cultivate the lands being departed from by the new resettlement farmers.

'8According to Masters (1991), in 1989 the cropping rages for communal farmers were 24 percent and 17 percent in NRs
11 and 111. respectively.
'9 Additional output increases would be recorded for livestock.
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Table 4.8: Expected Cropping Patterns in Future Resettlement Program
(percent of Total Cropped Area under Individual Crops)

Crop 1991 Actual Expected Cropping Expected Cropping Expected Cropping
Resettlement Mix for New Mix for New Mix for New

Farmer Settlers in Program Settlers in Program Settlers in
Cropping Mix in Year 1 (1995) Year 5 (1999) Program Year 10

NR II (2004)
Maize 57 45 30 25
Cotton 10 16 25 25
Tobacco 1 6 13 20
Groundnuts 11 12 8 7
Soybean < I < 1 5 7
Fruit/Vegetables < 1 2 5 5
Sunflower 10 10 5 4
Beans/Legumes 4 5 5 3
Wheat < I < 1 2 3
Sorghum/Millet 6 4 2 1

Total Planted 105,017 31,400 157,000 314,000
Area (Hectares)

Table 4.9: Projected Incremental Output from the Proposed Resettlement Program
(Year 10 of the Program: 2004)

Crop Projected Output Output as Proportion Value of Output at
Yield Volume of 1993 National Projected International

(Tons/Ha.) (Tons) Marketed Output Prices (US$ Million)'
Maize 2.5 196,250 14.7 16.7
Cotton 1.6 125,600 61.3 18.1
Tobacco 1.7 106,760 45.4 184.2
Groundnut 1.0 21,980 NA 5.3
Soybean 1.3 28,574 40.2 6.7
Fruit/Vegetables 2.2 34,540 NA 14.5
Sunflower 0.8 10,048 22.3 NA
Beans/Legumes 1.0 9,420 NA NA
Wheat 4.0 37,680 13.7 5.2
Sorghum/Millet 0.8 2,512 7.2 0.2
Total 250.9

1 Based on projected international prices for 2005. As reported in "Commodity Markets and the Developing
Countries." World Bank (1994)

4.87 The results of this analysis indicate that, should the new settlers adopt the cropping patterns
outlined above, output valued at more than US$ 251 million would be generated by 2004. Nearly
three-fourths of this would be from tobacco, with maize, cotton, and horticultural commodities
accounting for most of the balance. The projected output from the new resettlement farmers would
be equivalent to 40 percent or more of the total national marketed output in 1993 for cotton,
tobacco, and soybean, and 10-25 percent of that for wheat, maize, and sunflower.
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4.88 Table 4.10 below assesses the possible employment implications of the proposed
resettlement program. It is based on our projected cropping patterns for the first, fifth, and tenth
years of the program, together with current data or estimates of the man-days per hectare for the
individual crops. The numbers indicated reflect the number of full-time equivalent jobs created.

Table 4.10: Projected Employment Gains of Proposed Resettlement Program
(Number of Full-Time Equivalent Jobs Based on 305 Person-days/Year)

Crop Year 1 (1995) Year 5 (1999) Year 10 (2C04)
Tobacco 1,699 18,402 56,623
Cotton 1,680 13,126 26,252
Maize 2,780 9,266 15,443
Fruit/Vegetables 618 7,721 15,443
Groundnuts 1,186 3,953 6,918
Beans/Legumes 438 2,188 2,625
Others (Small Grains, 741 3,526 7,340
Sunflower, Wheat, Soybean)

Totals 9,142 58,182 130,644

4.89 The analysis indicates that in Year 1 of the program some 9,142 jobs are created with the
resettlement of 157,000 hectares of land. This relates only to crop production and does not include
livestock production. By Year 5, some 58,182 jobs are created on the 785,000 hectares resettled
by that time. By Year 10, by which time a diversified and labor-intensive cropping pattern will
have emerged, some 130,644 full-time equivalent jobs will have been created on the 1.57 million
hectares of newly resettled land. A large proportion of the job creation will be for resettled farmer
tobacco and cotton production, with maize and horticultural crop production also generating a
significant amount of new jobs. To put this job creation into perspective, recall that Zimbabwe's
LSCF provided 206,000 full-time equivalent jobs in 1993 on 10.74 million hectares of land.
Hence, while the modified resettlement program could generate one full-time job per 12 hectares of
land, the equivalent ratio within existing LSCF operations (including livestock employment) is one
job per 52 hectares of land.

Future Sources of Growth Within Existing Communal and Resettlement Areas

4.90 There is little scope for future expansion in aggregate planted areas within these sub-
sectors, with the exception of some resettlement areas where some arable land is presently
uncultivated. Future growth will depend upon productivity gains and shifts in production patterns
toward higher-value commodities. Yields of maize, cotton, small grains, and oilseeds can be
increased through a combination of measures, including: further development and adoption of
short-season planting varieties of maize and small grains, improved pest management techniques
(particularly for cotton), increased use of minimum tillage techniques, broader use of water
harvesting and other water conservation techniques, and a variety of practices to improve soil
fertility. Improved husbandry practices could also bring about advances over the existing low level
of livestock productivity in smallholder areas.

4.91 Achieving such gains will depend, in part, on the strengthening of public agricultural
services and the prioritization of the agricultural departments' activities on the technical challenges
facing Zimbabwe's smallholder farmers. However, a high degree of local community participation
will be important for this to be successful in responding to the farmers' real needs. For
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commercial crops, such as cotton, oilseeds, and higher-value crops (vegetables) and livestock
products (poultry, pigs, dairy), there may be considerable scope for private sector provision of
selected technical support services, whether linked or not linked with the provision of marketing
services as well. The improved availability of credit, whether in cash or in the form of production
inputs, has been shown to be an important factor in the commercialization of smallholder
production. The maintenance, let alone increase, of smallholder maize and cotton yields in some
districts with high population densities, will require more attention to soil management practices, as
the current farming system is unsustainable in some areas.

4.92 Irrigation could also play an increased role in smallholder agriculture, not only raising farm
productivity, but also reducing the extreme variability (and hence income and subsistence risk) of
such production. However, irrigation development, especially that based on large-scale capital
investments, should not be regarded as a blanket solution for smallholder agriculture. At present,
there are 147 government managed irrigation schemes in the CAs and RAs, providing irrigation
facilities to some 12,500 families. These schemes have a total command area of 7153 hectares, of
which 1292 ha. (i.e., 18 percent) is non-operational, due to siltation in the storage works or to
other problems.

4.93 The degree of cost recovery within the smallholder irrigation schemes varies, although it is
generally quite low, with the applied 'maintenance fee' typically covering only 5-10 percent of
actual maintenance costs and with farmers typically making no direct contribution to the coverage
of the original capital costs for dam and irrigation works construction. Taking into account the
actual administrative and maintenance costs, yet not the sunk capital costs for government-managed
smallholder irrigation schemes, Jansen (1993) calculated that the domestic resource costs for maize,
cotton, and wheat production on such schemes ranged from 1.01 to 4.12, with most individual
ratios above 2.0. DRCs of less than 1 were recorded only for smallholder vegetable and sugarcane
production on these schemes.

4.94 A far larger area of irrigation (i.e., 30,000 ha.) is covered by community-based and other
micro-level irrigation schemes. These are schemes initiated, operated, and managed by individuals
or communities themselves, although NGOs and Agritex frequently provide designand construction
supervision. Most community schemes are initiated in response to a felt need or opportunity, such
as meeting nutritional goals for local children or serving an existing market. Typically based on
shallow wells or boreholes, such schemes entail far lower capital costs and maintenance costs per
unit of irrigated area than do the larger, dam-based, government-managed schemes.

4.95 Recent analysis shows that the community/micro-level schemes generate higher returns per
unit of water and irrigated land than do the larger schemes managed by Agritex or the Agricultural
Development Authority. Rather than committing considerable resources to the development of new
dams, attention could focus on rehabilitating (and possibly expanding) existing smallholder
schemes, developing schemes to tap groundwater supplies (particularly in the alluvial aquifers), and
supporting community and 'garden' schemes.

4.96 Smallholder agricultural growth can also be achieved through shifts in production patterns,
toward crops with higher profit potential. This is likely to be one by-product of the current market
reforms. Expected reductions in the costs of maize meal should induce both maize surplus and
deficit households to shift some of their resources away from maize and toward crops which
provide higher returns per unit land and labor. A move away from pan-territorial pricing would
have a similar affect with farmers in more remote areas shifting toward higher value crops in order
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to compensate for higher transport costs. The introduction (by the private and/or public sector) of
varied price schedules according to quality should stimulate smallholder farmers to adopt specific
varieties and production/post-harvest practices which result in a product more suitable to market
requirements.

4.97 In addition to further growth in cotton and sunflower production, there may be considerable
scope for expansion in smallholder tobacco production, particularly burley and oriental types. The
lower cost structure of smallholders will enable them to withstand expected international price
reductions. One might expect that some large-scale commercial farmers will utilize their expertise
to support smallholder tobacco outgrowers, rather than seeking to continue direct production at
declining profit levels. Both wheat and soybean production could be grown in some smallholder
areas and, under free market pricing, provide higher returns than maize or other traditional crops.

4.98 As the experiences of such diverse countries as Kenya, Taiwan, and Guatemala illustrate,
smallholders can also be highly profitable and cost-effective suppliers of vegetables and selective
fruits for the local market, for processors, and for export marketing channels. Linkages between
smallholders and export-oriented processors or traders have begun to develop in Zimbabwe, but
considerable growth potential still exists.

Future Sources of Growth Within the LSCF Subsector

4.99 The overall prognosis for the LSCF subsector appears to be one of slow aggregate growth
in production value added, driven both by domestic market reforms and by further integration into
the international market. Declining real international prices for tobacco will constrain LSCF
output, both for its direct affects on farm profitability and through its longer-term reduction of
farmer investable savings for use in ventures to diversify production. LSCF have responded to
recent price declines by cutting back on their planted area of tobacco (by about 15 percent in
aggregate), by shifting back to traditional varieties (which had lower yields, but better overall
quality), by shifting from fully irrigated operations to supplemental irrigation, by reducing fertilizer
applications, and by generally tightening their crop and farm management to reduce costs.

4.100 Even with quality improvements and substantial cost economies, it is unlikely that most
LSCF will be able to record profit levels on tobacco which will match those attained during some
years in the 1980s and early 1990s. Some farmers will undoubtedly be driven out of tobacco
production, although their own alternative land use options could be limited given the sandy soils
upon which much tobacco production is undertaken. The prospects for future large-scale cotton
production are unclear. Facing localized labor shortages (due to the repatriation of Mozambican
refugees), several dozen LSCF have begun experimenting with machine picking for cotton. If
successful, and if an acceptable final product can be produced, this development may help to
stabilize LSCF cotton production (at its current historically low level), yet is unlikely to result in an
resurgence in such production given the expected medium-to-long-term international price trends
and the lower production costs incurred by smallholder farmers.

4.101 As alluded to earlier, a combination of increased domestic and international demand can
support expanded LSCF production of wheat, soybeans, groundnuts, and sugar. All such
production would likely take place under irrigation, so the availability of funds for irrigation-related
investments and the future costing of irrigation water will be influential factors. Both for soybeans
and groundnuts, large farmers have begun to develop contractual or joint venture arrangements for
the marketing of the crop. The completion of the Tokwane Barrage and the Muzhwe Dam should
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help to alleviate the water constraints faced by the lowveld sugar producers, while recent private
investments in irrigation in parts of Mashonaland Central were made with the intention of
cultivating sugar in that area. Beef cattle production is expected to decline in the LSCF areas,
while wildlife production, for purposes of product development and tourism, should continue to
expand.

4.102 Assuming that international market projections are reasonably accurate, it is likely that
horticultural production will supplant tobacco as the primary engine of growth in LSCF marketed
output value for the upcoming decade. The largest growth is expected to come from citrus
production. LSCF citrus plantings have increased substantially in recent years from less than 1600
ha. in 1987 to 3571 ha. in 1993, with some 150 farms participating in this new planting. More
than half of the growth has taken place in the last four years, primarily in parts of Mashonaland
Central. With the new orchards beginning to mature during the mid-to-late-1990s, there will be a
dramatic increase in fruit available for export and local processing. Projected citrus export
volumes from the highveld area alone are expected to reach 78,000 tons by 2000 and 127,000 by
2005, up from less than 3000 tons in 1993. Based on projected prices this export crop in 2005 will
have an international value of US$53 million. The realization of this potential will depend upon the
effective development of cold chain transport infrastructure as well as successful marketing
initiatives in Europe and elsewhere.

4.103 There is also scope for expansion in cut flower production and exports, whose growth has
been spectacular in the past few years. The major constraint here is the high cost and poor quality
of available air-freight services which has undercut the profitability of production and reduced the
quality of Zimbabwe's flower supplies to the European market. While featuring relatively low
production costs (due to inexpensive labor and favorable agro-ecological conditions which preclude
the need for expensive artificial lighting and heating), Zimbabwe's cut flower industry incurs some
of the highest airfreight rates in the world, which consume some 40-65 percent of the CIF value,
depending on the particular variety. The national cargo airline, Affretair, has experienced
continued technical and managerial problems, resulting in frequent flight delays and cancellations.
It has also restricted the entry, prices, and overall operations of other charter aircraft services, thus
denying exporters the access to potential superior and less costly services. These difficulties must
be solved to provide exporters with reliable and competitively priced freight transport if
horticultural exports are to achieve their potentially.

4.104 Overall projections for employment in the LSCF subsector show little change through the
remainder of the 1990s, with expected increases in employment in the horticultural and sugar
industries (and some minor increases for wheat/soybean production) being more or less canceled
out by reductions in expected employment in large farm tobacco, cotton, cattle, and maize
production. Hence, employment growth in agriculture will need to come almost entirely from the
smallholder subsectors
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Annex 4.1. Statistical Estimations of Smallholder Marketed Output

4.105 Statistical estimations of the price and non-price factors contributing to smallholder
marketed output since independence are consistent with the analysis of Chapter 4, with some
additional considerations. Aggregate communal/resettlement marketings of major crops and
livestock products (over the 1980 to 1991 period) are strongly positively correlated with rainfall,
the provision of smallholder credit, and the number of operating GMB depots and collection
stations, and inversely related with the lagged price of maize meal (see equation (1)). The depots
variable may be regarded as a proxy for transport costs and market access. The highly significant
inverse relationship between marketed output and the price of maize meal is consistent with Jayne's
(1994) hypothesis about the strong degree of risk aversion among Zimbabwean smallholders and
the importance of the price of maize meal in farmer decision-making regarding production (and
marketing) patterns.

4.106 While rainfall is an uncontrollable factor, each of the other significant variables have been
strongly influenced by government policies and expenditures. Each also is being affected by the
on-going ESAP and agricultural market reforms. The liberalization of the grain market and the
emergence of large numbers of small-scale maize milling operations offers considerable scope for
reducing maize meal prices to consumers (including farmers), through increased processing
efficiency, reduced transport costs, and the broader availability of less refined meal products. This
should have a positive impact on the commercialization of smallholder production.

4.107 Equations (2) and (3) reveal that there is a similar strong positive relationship between
marketed maize from communal and resettlement areas and rainfall, access to credit and access to
marketing infrastructure (i.e., depots/collection stations). As a large proportion of surplus maize
production comes from Mashonaland, rainfall in Natural Region II is used instead of average
national rainfall levels. Smallholders are price responsive, both positively to (expected) maize
producer prices and negatively to (lagged) real prices of maize meal.

Dependent Variable: Communal/Resettlement Aggregate Marketings of Crops/Livestock
Products (1980 to 1991)

(1) MCRTOT=1.521 (NRAINF) + 0.892 (CARACR) + 0.772 (DEPOTS) -1.487 (LRMEAL)
(8.04)*** (4.72)*** (5.13)*** (-3.70)***

R-squared 0.931
DW 2.33

MCRTOT is total CA/RA marketed output value in real terms, NRAINF is national weighted average rainfall,
CARACR is the number of AFC loans to CA/RA farmers, DEPOTS is the number of GMB depots and
collection stations, and LRMEAL is the lagged real price of roller meal. All data are logrithims and T statistics
are in parentheses. ***: Significant at the 0.01 level.
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Dependent Variable: Marketed Maize Output from Communal and Resettlement Areas (1980-
1991)

(2)CARAMZ=-6.691(Const) + 1.671(Rain2) + 1.166(MAPREXP) + 0.547(Depots)
(-1.82) (4.32)*** (1.51) (3.97)***

+ 0.704(CARACR)
(3.20)**

R-squared 0.862 DW 2.347

(3)CARAMZ = -10.248(Const) + 1.618(Rain2) +0.834(Depots) +0.941 (CARACR)- 1.491(LRMEAL)
(-1.83) (4.84)*** (2.82)** (2.54)** (-1.91)*

R-squared 0.829 DW 2.089

CARAMZ is marketed maize volume from CA/RA areas. CONST is a constant. RAIN2 is rainfall in NRII.
MAPREXP is a maize price expectations datum based on a variety of price and physical quantity indicators from
the previous year (provided by Jayne et al. 1994). DEPOTS is the number of GMB depots and collection
stations. CARACR is the number of AFC loans extended to CA/RA farmers. LRMEAL is the (lagged) real
retail price of roller meal. All data were converted to logrithims. *** sign. at 0.01 level; ** sign. at 0.05
level.
*: significant at 0.10 level.

4.108 Equation (4) shows that the marketed output of cotton by all smallholder producers is
positively related to rainfall and credit, although given cotton's relative drought tolerance, the
coefficient for rainfall is smaller than in the case of maize. Public expenditures on extension have a
positive and statistically significant relationship with marketed cotton output. In terms of prices,
both (lagged) maize meal prices and producer maize prices are negatively related, with the latter
having a larger coefficient than the (lagged) cotton producer price. This suggests that as maize and
maize meal prices rise, producers grow less cotton.

4.109 Generally, similar results are found for estimations of communal/resettlement marketed
output of sunflower (equation 5), with (lagged) producer prices for maize and/or lagged retail
prices for meal having a strong negative influence, with coefficients far larger than the price
coefficient for the crop itself.20

20The same pattern holds for sorghum.
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Dependent Variable: Marketed Output by Smallholder Farmers (CA/RA/SSCF), 1980 -1991

(4)MSCOTT=-19.303(Const) +0.999(Rain) +1.62(Ext) +0.695(CARACR)
(-1.98) (5.21)*** (2.30)* (3.89)**

+ 1.271 (LPCOTT) -1.773(LPMAZ) -0.743(LRMEAL)
(1.426) (4.10)*** (1.93)

R-squared 0.972 DW 1.471

MSCOTT is marketed smallholder cotton volume. Const is a constant. RAIN is national weighted rainfall.
Ext is the real value of public expenditures on extension. CARACR is the number of AFC loans extended to
CA/RA farmers. LPCOTT is the lagged real producer price for cotton. LPMAZ is the lagged real producer
price for maize. LRMEAL is the lagged real retail price for roller meal. *** significant at 0.01 level, **
sign. at 0.05 level, * sign. at 0.10 level.

Dependent Variable: Communal and Resettlement Farmer Marketed Sunflower Output, 1980-
1991

(5)CARASUN= 1.825(DEPOT) + 0.727(CARACR) + 0.944(SUNPR) -3.014(LRMAZ)
(4.33)*** (1.53) (5.40)*** (-2.13)*

R-squared 0.951 DW 2.548

CARASUN is CA/RA marketed sunflower volumes. DEPOT is the number of GMB depots/collection
stations. CARACR is the number of AFC loans extended to CA/RA farmers. SUNPR is the real producer
price of sunflower. LRMAZ is the lagged real producer price for maize. *** Significant at the 0.01 level. *
sign. at 0.10 level.
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CHAPTER 5: INDUSTRIAL SECTOR DEVELOPMENT

5.1 Zimbabwe has a relatively large and very diversified industrial sector as a result of events
over the past half a century. For example, following the Unilateral Declaration of Independence
(DUI) by the minority government of Rhodesia in 1965, the international community imposed trade
sanctions and this intensified inward-looking import-substituting industrialization. The share of
manufacturing rose from 17 percent of GDP in 1965 to 24 percent in 1990 while the ratio of
manufactured exports to gross output dropped from about 27 to 24 percent.

5.2 Following independence, Zimbabwe maintained controls on the allocation of foreign
exchange, investment and prices, and added others on wages and labor regulations. This continued
the inward orientation of the economy, constrained flexibility and resulted in change being slow.
The system of racial exclusion practiced by the previous government resulted in few black
Zimbabweans owning formal sector enterprises, at independence. The productive capacity of the
country, outside of the low productivity "communal lands," was in the hands of the state (16
percent), white and Asian citizens (28 percent), and foreign interests (56 percent). The new
government removed implicit racial restrictions, and set up development finance institutions such as
the Small Enterprise Development Corporation (SEDCO) and the Zimbabwe Development Bank
(ZDB), but did not introduce a comprehensive program to change the structure of ownership.
Emphasis on black entrepreneurial development only began in the late 1980s. Over the financial
years 1986/87 to 1990/91, SEDCO approved only 1,188 loans, worth $61 million while ZDB and
the commercial banks have only recently begun to support new and small-scale enterprises to any
significant extent. Finance was not the only restriction, however, and individual entrepreneurs who
attempted to establish themselves ran up against the dominance of established enterprises. This
dominance was entrenched by the continuation of economic policies which explicitly gave
established enterprises privileged access to key resources, particularly foreign currency, and
subjected new entrants to a complex set of restrictive regulations. As a result, the emergence and
growth of viable small-scale enterprises remained restricted.

A. Performance of the Manufacturing Sector: 1970-1991

5.3 In order to generate sustained GDP growth of 5 percent per annum, the manufacturing
sector will have to achieve annual average growth of about 7 percent. To see how this would be
possible, we will first have to look at the behavior of output and other key economic variables over
the last two decades. It is clear that domestic demand is not expected to grow rapidly in the near
future, unless significant export breakthroughs are achieved in the agriculture and/or mining
sectors. Given the need to reduce the fiscal deficit, public sector demand created through
expenditure growth is not expected to grow over the next few years. The question is thus whether
sufficient export growth and import substitution will be forthcoming in order to generate
manufacturing growth of 7 percent per annum.

Growth

5.4 Table 5.1 summarizes the key performance indicators for the manufacturing sector. There
was an acceleration of growth after 1985, but the drought induced declines in 1992 and 1993 have
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brought growth rates back down to historical averages and manufacturing has remained about 25
percent of GDP.

TABLE 5.1 GROWTH RATES (percent per annum)

1970-79 1980-85 1986-91 1970-91

Output 1.70 0.86 4.62 3.01
Capital Stock 6.50 0.70 6.91 3.02
Employment 2.45 -0.04 0.64 1.98

Source: CSO data

5.5 Manufacturing sector output has been determined primarily by domestic demand and the
availability of foreign exchange. The two main sources of demand increases have been agricultural
output and government consumption, with exports playing a minor role. Table 5.2 shows the real
output growth rates for the national economy, total manufacturing and five key subsectors.
Growth in the 1970s was largely due to import substitution, especially in the first half of that
decade. Once the easy phase of the import substitution was completed, the growth rate started
falling as foreign exchange and import availability became more limited. However, there was a
marked increase in growth and investment after the mid 1980s, following the gradual easing of the
foreign exchange constraints.

TABLE 5.2: REAL OUTPLTT GROWTH RATES
(percent per annum)

1970-79 1980-85 1986-91
National (GDP) 1.36 2.27 3.86
Total Manufacturing 1.70 0.86 4.62

Foodstuffs 5.00 2.72 3.11
Metals 2.59 -1.34 3.59
Chemicals 1.95 2.56 6.61
Drink & Tobacco 4.78 -1.11 6.31
Textiles 2.09 8.65 3.39

Source: CSO ; industrial production indices.

Trade

5.6 In analyzing manufacturing sector export and import performance, two general conclusions
stand out:

(a) Zimbabwe has been import constrained throughout the 1970s and 1980s, with import
rationing easing gradually after 1987.

(b) The structure of exports have shown little change and their growth has been low, with
exports in current U.S. dollar terms growing about 2.5 percent p.a. during the 1980-91
period.

'The five major subsectors were chosen based upon their contribution to total manufacturing for the period 1986-91.
These are with their percentage contributions in parentheses, Foodstuffs (20.11), Metals & Metal Products (19.93),
Chemical & Petroleum Products (15.42), Drink & Tobacco (10.88), and Textiles (10.70).
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5.7 Imports. As discussed in Chapter 1, Zimbabwe's overall import capacity has been heavily
influenced by export commodity prices and changes in debt servicing. In particular, as debt
servicing has fallen from its peak of 37 percent of export earnings in the mid 1980s, imports of
capital goods and manufacturing inputs has increased. The share of imports in gross manufacturing
output has increased significantly between the highly import constrained period of mid-1980s and
1991 the last year for which there is data (see Table 5.3). Between 1986 and 1991, the domestic
price of manufactured goods relative to export prices for G5 countries depreciated by 6 percent (25
percent relative to the price of South African manufacturing good prices). As this is much less
than the increase in manufacturing imports, import availability increased significantly.

TABLE 5.3: DIPORT SHARES IN MANUFACTURING

(Percent of Gross Output in Nominal Tenns)

1984 1985 1986 1991*

Share of Imports 27.8 29.7 27.6 47.8
Source: CSO
* Imports are FOB for 1984-86 and CIF for 1991. This should make about 10-15
percent differences, as CIF imports, ceteris paribus, will be about 10-15 percent
higher than FOB imports. Thus the jump from 28 percent to 48 percent is partly
caused by this change in definition.

5.8 The ratio of imports to total gross output of the manufacturing sector (excluding petroleum)
was 42 percent in 1991, which is quite high (see Table 5.4). However, in part, this figure is high
as a result of large inflows of capital goods (transport and other equipment) in 1991, and large
imports of materials, such as chemicals and metals, that had been placed on OGIL. Table 5.4
shows that Zimbabwe has the basic import structure of an import substituting developing country
with heavily dependence on basic inputs such as chemicals, metals and capital goods.

TABLE 5.4: IMPORTS AS A PROPORTION OF GROSS OUTPUT

Sector Share of Imports as % of
Imports Gross Output

Foodstuffs (inc. stockfeeds) 2.08 5.42
Drink and Tobacco 0.29 1.24
Textiles (inc. ginning) 5.11 22.22
Clothing and Footwear 0.27 2.55
Wood and Furniture 0.26 4.68
Paper, Printing and Publishing 2.28 21.18

Chemical & Petroleum
Products 32.86 108.99

(Excluding Petroleum) 20.33 71.05
Non-metallic Mineral Products 2.42 34.12
Metals and Metal Products 33.76 76.89
Transport Equipment 17.37 123.04
OTHER MANUFACTURING 3.29 47.78
TOTAL MANUFACTURING 100.00 42.10
(Excluding Petroleum)

Source: CSO
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5.9 Exports. In an effort to increase foreign exchange earnings in the 1980s, Government
introduced new incentives for exporters. The Export Incentive Scheme, whereby an exporter was
paid 9 percent of the FOB value of exports was introduced. This was followed in 1983 by the
Export Revolving Fund (ERF), which allowed manufacturing exporters to have access in advance
to the foreign currency needed to purchase the imported inputs required to manufacture goods for
specific export orders. Export Promotion Program (EPP), for the mining and agricultural sectors.
The Industrial Bonus Scheme provided a supplementary foreign currency allocation to be made on
the basis of incremental exports achieved. All of these have become redundant as a result of trade
reform introduced as part of the ESAP or have been removed (See Chapter 1 for details.).
Zimbabwe dollars are now freely convertible for current account transactions. Zimbabwe is still
heavily dependent on commodity exports with five basic commodities account for almost 60 percent
of total exports: tobacco, gold, ferro alloy, nickel and cotton lint. Not surprisingly, the subsector
with the largest overall growth between 1981 and 1991, clothing and footwear and textiles are also
the subsectors with the largest increase in exports. (see Table 5.5).

5.110 Overall manufacturing export performance has been poor, with exports actually declining
between 1981 and 1986, and growing by 6.8 percent per annum between 1986 and 1990. This is
modest especially in light of the wider range of export incentives available during the latter period.
Over the whole period 1981-1990, average growth was only 2.5 percent per annum. Manufactured
exports were 29 percent of total merchandise exports (including gold) in 1981 and 36 percent in
1990. The two largest manufactured exports are cotton lint and ferrochrome: the former actually
declined slightly, while the latter averaged a modest 2.8 percent per annum increase. The
remainder of the Textiles sub-sector grew strongly, averaging 12.1 percent per annum from 1980
to 1991.

Investment

5.11 Various analysts since the mid 1980s have argued that one of the main reasons for the low
growth has been the lack of access to intermediate and capital goods, and low levels of investment.
The implicit assumption has been that this is a supply constrained economy, and if the supply
constraints were removed through import liberalization, then output growth would have been
higher.

5.12 Import availability has however improved significantly since 1987 and investment has also
grown very rapidly after 1985 (see Figure 5.1). This rise in investment may appear inconsistent
with the lack of output growth and the anecdotal evidence of antiquated machinery, but it is
confirmed by information about companies listed on the stock market, capital good import data,
and the RPED survey of 200 firms. The survey found that almost 77 percent of firms had
undertaken "major investments" between 1991 and 1993. 2 Table 5.6 shows the ratio of gross fixed
investment to gross sales for manufacturing firms from the Census of Production (COP) and 28
non-financial corporations listed on the stock market. Both series show a marked acceleration of
investment to sales starting in 1989. A major restructuring through new investments was underway
until the drought of 1992 and the contractions of the domestic market slowed down the investment
surge.

2Gunning (1994).
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TABLE 5.5: MANUFACTURED EXPORTS (US$ Million)

Sub-sector 1981 1986 1990 1991

Foodstuffs (incl. stockfeeds) 43.1 59.4 63.2 59.1

Drink and Tobacco 9.4 1.7 6.2 7.0

Textiles - (exc. cotton ginning) 12.2 28.3 38.3 39.7

Cotton Ginning 91.2 80.0 86.8 57.8

Clothing and Footwear 27.4 17.4 43.5 45.4

Wood and Furniture 15.3 5.5 10.8 9.7

Paper, Printing and Publishing 2.5 4.0 5.6 3.7

Chemical & Petroleum Products 21.8 18.4 33.3 32.2

Non-metallic Mineral Products 2.2 6.9 15.3 9.3

Metals - Ferrochrome 118.5 126.6 155.6 112.9

- Balance 121.6 68.8 33.3 32.2

Transport Equipment 10.3 9.8 27.3 12.6

Other Manufacturing 9.8 19.4 24.3 22.0

TOTAL 485.3 446.2 620.7 501.6

Source: Robinson, 1993

Figure 5.1: Manufacturing Real GDP and Investment
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TABLE 5.6: INVESTMENT TO GROSS SALES RATIOS ( percent)

1984 1985 1986 1987 1988 1989 1990 1991 1992

COP (Manufacturing) 4.0 3.6 5.1 6.4 6.2 8.3 8.1 13.6 -

Non-Financial Firms on .. .. .. 7.4 6.8 8.5 10.9 13.4 14.9
stock market

Source: CSO and balance sheet for non financial corporations.

5.13 This rapid rise in investment is also verified by analyzing the imports of machinery
between the late 1980s and early 1990s. Real imports of machinery and transport equipment
increased by more than 150 percent between 1987 and 1991. Also, the same levels of real imports
were being maintained in the first six months of 1992, as in 1991. This is almost the same rate of

3growth obtained from the COP investment series.

5.14 These increases in investment in the post-1985 period is quite broad based, with all sectors
experiencing significant investment. Furthermore, investments have basically been in plant and
machinery and vehicles and not in land and buildings. The share of plant and machinery in total
investment has been around 60 percent, with little variation over this time period. Thus the bulk of
this investment was for the modernization of existing plants, which should normally have led to
greater productivity and output increases than has occurred in Zimbabwe.

5.15 This investment burst rose from a combination of the following factors:

* shortages of foreign exchange and little investment for long periods;
* exchange rate overvaluation and expectations of depreciation;
* negative real interest rates until 1991;
* government subsidized foreign exchange cover until 1994;
* foreign companies were forced to have blocked accounts which were

paid 5 percent interest so any investment with a higher return was
preferable;

* a 50 percent corporate tax rate and 100 percent investment write-off in
the first year lowered the cost of investment;

* firms were cash rich, and
* it was a very protected market with no foreign, and little local

competition.

As a result, much of this investment will probably not lead to commensurate output and
employment increases. They were generally made to supply the local market in the absence of
import competition and with little threat of entry by local competitors. Large investments in some
of the parastatals (such as the Cold Storage Commission), ZISCO, large maize milling companies,
and other private companies (such as Cummins diesel and transport equipment) are not well suited
to the new policy environment. They will probably have to be written off and will thus not be
utilized in the future to generate output and employment.

3The recently published investment series by CSO seriously underestimate this surge observed both in manufacturing and
other sectors.
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5.16 The estimated capital intensity in Zimbabwe is very high, even when compared to South
Africa. Using the capital stock estimate from the 1982 UNIDO Survey yields a capital stock to
gross output ratio of 0.95. The comparable figure for South Africa is 0.35 and even this is high by
international standards. If we conclude that this UNIDO Survey substantially overestimated
Zimbabwe's capital stock in 1970 and instead posit that Zimbabwe's capital to gross output ratio
was only 30 percent higher than in South Africa at the time, the surge in investment post 1985
resulted in capital stock growth being almost twice as high as the growth rate of output for the 1986
to 91 period.4 This indicates that capital-intensity is increasing, and the average age of capital stock
should be declining quite rapidly. This is contrary to the commonly held perception that the capital
stock in the manufacturing sector is quite old. The data does, however, suggest that the
modernization of plant and equipment has been highly uneven. Teitel (1994) shows that, out of his
sample of 36 plants, 20 had equipment that was on average 15 years and older while only 4 had
equipment that was an average less than 5 years old. Over the last few years, the capital
productivity has been declining and labor productivity increasing, leaving overall productivity very
low. Figure 5.2 shows the evolution of prices of capital goods to wages and capital labor ratios.5

Figure 5.2: Relative Factor Prices and Capital Intensity
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5.17 Price data indicate that domestic prices have increased more slowly than international
prices, or conversely, exchange rate changes have not been fully passed on to domestic prices.
Figure 5.3 shows Zimbabwe's manufacturing GDP price deflator relative to South Africa's

41n estimating the capital stock, reasonably generous depreciation rates were used, which came to an average of 8 percent
per annum.

5Ideally, the price of capital should be calculated as the cost of capital to the firm which involves tax rates, legal
depreciation allowances and the price of capital goods. Given the interest rates and tax laws, the cost of capital is
overestimated by just using the price of capital goods.



122

manufacturing GDP deflator and the World Bank's manufacturing unit value index (which is the
price index for manufactured exports of the biggest 7 industrialized countries). These series
indicate that Zimbabwe has gained in competitiveness vis-a-vis the rest of the world after 1984 but

6not against South Africa until 1989. Part of the gain in relative price movements has come from
very low price increases in food and textile products. In the sectors that have higher import content
such as machinery and transport equipment, price increases have been much higher.

Figure 5.3: Manufacturing Relative Prices
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Profit and Wages

5.18 Gross profits and wages, as percentages of sales are given in Figure 5.4. Gross margins
have increased steadily from about 13 percent in the early 1980s to almost 25 percent in 1990.7
The share of labor in gross output has declined from around 18 percent in the mid 1980s to 13
percent in 1991. Gross margins increased for all sectors, except Metals which fell to 13.6 and then
returned to its pre-1980 level of 18 percent (see Table 5.7). This increase in gross margins has
played an important role in explaining the behavior of investment, as well as the observed
investment increase since the mid-1980s. A full analysis of Corporate Finance since the mid 1980s
is given in a separate paper. Unfortunately, it is not possible to estimate net profit margins from
the COP data. However, it is possible to estimate both gross and net margins for the corporate
sector for the period 1987 -1992. (See Table 5.8). Profit margins were relatively high at the end
of the 1980s and the beginning of the 1990s, when investment increased the most.

6While these prices are imperfect measures of competitiveness because the difference in composition of output in the
various price series, they do provide a good indication. The price series are estimated from the COP and industrial
?roduction data, and thus end in 1991. Part of this could be due to price controls that were in effect during this period.
While the actual tax collection rate is only 4-5% of sales, it ranges around 30% of taxable profits, which is very high by
international standards.
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Figure 5.4: Gross Labor and Capital Shares in Sales
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TABLE 5.7: GROSS MARGINS (percent of sales)

1970-79 1980-85 1986-91

Total Manufacturing 14 15 21

Foodstuffs 06 06 10

Metals 18 13 18

Chemicals 17 16 22

Drink & Tobacco 25 35 51

Textiles 13 14 16

Source: CSO
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TABLE 5.8: GROSS AND NET MARGINS (percent of sales)

1987 1988 1989 1990 1991 1992

Gross Margin (COP) - Total Manufacturing 17.0 17.1 24.8 23.8 22.7 -

Non-financial Firms listed on the stock market:

- Gross Margins 18.0 20.1 19.9 19.4 20.4 18.8

- Net Margins 8.7 11.7 10.7 10.6 11.4 8.5

Source: COP, CSO and balance sheets of non-financial corporations. Net margins are defined as after-
tax profits to sales.

5.19 The burden of tax and depreciation can be deduced from corporate data. The tax burden as
a percentage of sales has fluctuated between 4-5 percent, while depreciation has been almost
constant around 3 percent. Interest payments have fluctuated between 1.4 percent and 2.8 percent.
The relative stability of the tax and depreciation as percentages of sales gives us confidence in using
them to compute net profit. Applying these rates to manufacturing as a whole yields a net profit
margin of 12-16 percent; which is much higher than the rate observed in developed countries. For
example, in the U.S., aggregate net profit to sales ratios have been in the 4-6 percent range; almost
half the rates observed in Zimbabwe.

Figure 5.5: Product Wages and Labor Productivity
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5.20 Figure 5.5 shows the product wage and labor productivity indices, derived from the Census
of Production (COP). Product wages are defined as wages divided by product prices, while labor
productivity is measured as employment divided by the production index. Labor productivity
growth in the 1984-91 period is 3.3 percent per annum, which is quite high even by international
standards, especially for a sector that has not grown very fast. Product wages on the other hand,
after a surge in the post-1980 period, have come down significantly and are the same levels they
were in the late 1970s. Acceleration of labor productivity growth with declining product wages are
the main cause of the decline in share of labor.

Employment

5.21 Formal employment in the manufacturing sector was about 160,000 at independence,
177,000 in 1986 and 205,000 in 1991 (see Table 1.2). It declined during the drought of 1992 and
began to grow again in the second half of 1993, but there is no data yet available on actual
numbers. The 200 firms in the RPED survey had shed close to 8 percent of its labor force between
1991 and first half of 1993. The manufacturing sector accounts for 16-17 percent of total formal
employment. Although employment growth was fastest in the second half of the 1980s, over the
1970-91 period barely 2 percent per annum growth was achieved. This corresponds to an addition
of 4 000 jobs per annum, or a total of about 20,000 jobs for new entrants, assuming 8 percent leave
annually. Employment growth of over 3 percent per annum was registered only in Clothing &
Footwear.

5.22 The labor market has experienced several major changes since independence (see Fallon
and Lucas 1991). Until recently, there were strict laws governing the dismissal workers. The
slowdown in employment growth during the first half of the 1980s could be the direct result of
these laws (see Table 5.9). Even during a recovery, firms may be less inclined to hire more
workers as they will have difficulty downsizing their work-force should there be a subsequent
contraction in economic activity.

TABLE 5.9: EMPLOYMENT GROWTH RATES
(percent per annum)

1970-79 1980-85 1986-91

Total Manufacturing 2.45 -0.04 0.64

Foodstuffs 4.47 2.32 -3.03

Metals 3.66 -3.66 2.81

Chemicals 2.46 3.99 0.96

Drink & Tobacco 3.25 0.97 -1.16

Textiles 3.39 2.96 1.18
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Participation

5.23 The structure of ownership and concentration of industrial assets has changed slowly over
the first decade of independence, but the pace of change appears to have increased over the last few
years. The GEMINI surveys confirmed the existence of a large number of small and micro
enterprises. There were about 845 thousand enterprises in manufacturing, a much larger number
than anticipated. Although the bulk of employment is accounted for under activities of "knitting
and crocheting", and "grass, cane and bamboo" categories, there is also a significant number of
other more sophisticated businesses. However, it is not yet clear what proportion of these activities
are merely for subsistence and what proportion could form the basis for a dynamic small and
medium scale enterprise sector.

5.24 The RPED survey result indicate rising indigenous black participation in formal
manufacturing. Of the firms surveyed, 28 percent had African owners, 40 percent were white
Zimbabwean owned, and 11 percent had an Asian owner. The ownership of the remaining 14
percent could not be ascertained and/or were firms owned by multinationals, the state and
cooperatives. Although the proportion of African ownership is low, there has been a significant
shift in terms of ownership structure since independence. Table 5.10 shows the start-up period of
the sample by racial origin of the owners. While only 26 percent of white owned firms were
started after 1980, almost 72 percent of the African owned firms were started after independence.
Fifty-five percent of all firms started after 1989 were started by Africans. However, most of the
firms owned by Africans are still small compared to the firms owned by whites. Table 5. 11 shows
the racial origin of owners by firm size. Almost 60 percent of African owned firms employ less
than 10 workers, and only 7 percent employ more than 100 workers.

TABLE 5.10: START-UP PERIOD ACCORDING TO RACIAL ORIGIN OF THE OWNER
(percentage given in brackets)

PERIOD OF START-UP

Before '65 '65-'79 '80-'88 After '89 Row Total

African 2 14 26 15 57 (33)
Asian 7 8 4 3 22 (33)
European 35 24 17 4 80 (46)
Other 9 3 0 2 14 (8)

Column Total 53(31) 49(28) 47(27) 24(14) 173 (100)

TABLE 5.11: RACIAL ORIGIN BY FIRM SIZE

Employment
Row (% Origin) Less than 11-100 101-250 More Row Total

10 than 251
African 34 19 2 2 57 (33)
Asian 3 13 6 0 22 (13)
European 3 28 23 26 80 (46)
Other 0 3 6 5 14 (8)

Column Total 40(23) 63(36) 37(21) 33(19) 173 (100)
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B. Constraints to Growth

5.25 There have been series of explanations for the modest manufacturing sector growth despite
relatively large investments since 1985 and significant liberalization of the economy since 1990.
Earlier studies by government, the Bank and others have focused on:

* Import rationing which constrained production and investment behavior of firms, and
gave them a very protected market; and

* Regulatory and other administrative restrictions that limited the flexibility of firms in
response to changing market conditions.

5.26 Over the last few years, many of these previously identified constraints have been
eliminated. Recently available data also show that some of the constraints on imports and
investment have been much less binding than previously thought. Yet, rapid growth of output and
employment, has not materialized. It is possible to argue that the supply response is just delayed
due to the drought and its effects, but the analysis here indicates that there are still significant
constraints to the outward oriented growth path that Zimbabwe has chosen for itself.

5.27 Table 5.12 summarize the findings of RPED survey work carried out in mid 1993, asking
firms to evaluate the external constraints to expansion. Firms were asked to rate the importance of
these constraints from 1 to 5, 1 being almost no constraint and 5 being the most significant
constraint.

TABLE 5.12: OBSTACLES TO FIRM EXPANSION

By Firm Size Small Medium Large Very Large Mean

Ownership Regulations 1.27 1.29 1.47 2.15 1.54
Taxes 1.70 2.34 2.46 2.63 2.32
Gaining investment benefit 1.28 1.87 2.33 2.34 1.98
Govt. Restr. on Activities 1.19 1.29 1.67 1.55 1.42
Labor Regulations 1.16 2.12 2.15 1.71 1.84
Diff. to Obtain Licenses 1.62 1.92 2.28 2.17 2.01
Price Controls 1.18 1.04 1.02 1.20 1.11
Forex Controls 2.00 2.94 2.87 2.85 2.73
Lack of Business Support 3.03 2.41 1.91 2.34 2.39
Lack of Infrastructure 2.67 2.97 2.78 2.77 2.82
Utility Prices 2.24 2.59 2.79 2.94 2.65
Lack of Credit 3.68 3.00 2.85 2.98 3.09
No Demand 2.33 3.08 3.00 3.02 2.90
Location Regulations 1.39 1.41 1.309 1.43 1.38
Competition from Imports 1.42 1.72 2.28 2.29 1.93
Other 1.89 3.31 3.92 4.10 3.35
Mean 1.88 2.21 2.32 2.40

Source: RPED, 1994

5.28 This survey work indicates that the most important constraints are lack of credit; lack of
demand, which is caused both by most firms focusing on the domestic market and the effects of
drought; and infrastructure. Some of the other constraints such as access to foreign exchange have
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been significantly reduced by recent policy reform. To reflect these concerns, constraints to
growth are analyzed in this section under the following four headings:

(a) Technological capabilities and competitiveness of Zimbabwean industry;

(b) Finance;

(c) Infrastructure; and

(d) The incentive regime for outward expansion.

The first of these captures constraints that are internal to the firm and arising from the two decades
of inward-looking policies. The fourth examines the influence of policy on efforts to penetrate
external markets as a means of overcoming the demand constraint.

Competitiveness

5.29 Several studies have examined the international competitiveness of Zimbabwe
manufacturing during the 1980s. The methodology favored was domestic resource cost (ratio of
domestic costs to value added, both measured at opportunity cost prices; social profitability is
indicated by a DRC value of less than unity). The first study, carried out in 1982, covered the
whole of the manufacturing sector while a 1986 study by the World Bank examined specific
sub-sectors such as textiles, fertilizers, and steel. With all the caveats about the accuracy of the
figures, it is striking that only two sub-sectors in the 1982 study had average DRCs significantly
above unity (Paper, Printing & Publishing and Metals & Metal Products), while in all sub-sectors
(except Paper) there were some firms which had DRCs well below unity. These figures confirm
that the long period of protectionist industrial policies did not lead to the evolution of a generally
uncompetitive manufacturing sector. In the Textiles sub-sector, for example, DRCs varied between
0.75 and 2.45 in the 1982 study, although they vary within a narrower range in the 1986 study
(0.89 to 1.14, perhaps reflecting improvements in competitiveness following the investments made
in the sector in the early 1980s). DRC estimate for clothing and footwear in the 1982 study ranged
from 0.89 to 2.20 while those for metals and metal products ranged from 0.40 to 5.49. The
subsequent World Bank study of the capital goods sector, undertaken in 1989, found that only
electric motor manufacturing and urban bus assembly appeared uncompetitive. Even items such as
vehicle manufacture (pick-ups and sedans) had DRC scores of less than unity, at least in respect of
import substitution production.

5.30 A Government study of the competitiveness of manufacturing firms was undertaken before
import liberalization began in 1990. The indicators of competitiveness used in the study were the
domestic-export price differential (many sub-sectors were exporting at a price lower than the
domestic price, to gain access to imported inputs and to maintain higher capacity utilization), the
degree to which the domestic price might be reduced merely through greater capacity utilization as
the supply of inputs improved, and the imputed tariff required at the existing and at full capacity
utilization if quota protection were to be replaced by tariff protection.

5.31 Table 5.13 is arranged in ascending order of competitiveness, with the sectors having
the largest domestic-export price differentials requiring the highest level of imputed tariff
protection. These price comparisons suggest that the least competitive sub-sectors were Clothing,
Foundries and Metals and the most competitive, Leather and Leather Goods and Timber, with
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Textiles, Footwear and Furniture falling in between. Furniture, with an initial capacity utilization
of only 50 percent, appeared to have the greatest potential for domestic prices to be reduced as a
result of improved capacity utilization. However, the fact that clothing exports have expanded in
recent years suggests that this sector is not as uncompetitive as these price comparisons indicate.
Together, these observations suggest that clothing subsector is not inefficient, it simply would need
tariff protection to compensate for the cost increasing effects of taxes and tariffs on its imports, if it
is to effectively compete in the local market.

TABLE 5.13: INDICATORS OF COMPETITIVENESS: 1989 (percent)

Sub-sector Capacity Utilization Domestic/Export Imputed Tariff:
PriceDifference

Initial Full Capacity
Utilization

Clothing 90 34 52 43
Foundries 95 25 33 29
Metal Manuf 70 25 33 12
Textiles 74 19 23 3
Footwear 69 15 18 -2
Furniture 50 20 25 -5
Leather & Luggage 80 0 0 -7
Timber 62 0 0 -12

Source: Robinson (1994)

5.32 Not only is Zimbabwe's manufacturing sector very capital intensive (see para 5.16), but
there is great inefficiencies in capital use. All the plants in Teitel's (1994) sample had idle
machines, and almost all of them had just a single shift operation. The RPED survey findings
reinforce this conclusion (see Table 5.14). Although the survey was conducted during the
recession (June 1993), the levels of capacity utilization are too low to be explained purely by the
business cycle. Firms indicated that they could increase production by about 80 percent using
present, equipment and mode of operation. These numbers are dramatic as they do not incorporate
stretching of capacity through extra shifts. They confirms the capability of firms to increase
capacity if there are no other constraints and demand increases.

TABLE 5.14: UNUSED CAPACITY IN 1993

Firm Size Up to 10 11-100 101-250 >250
144.9 89.8 65.8 57.9

Sector Food Wood Textile Metal
83.4 107.8 75.7 98.6

Source: RPED
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TABLE 5.15: COMPARISON OF SCIENTISTS, ENGINEERS AND TECHNICIANS
IN KENYA AND ZIMBABWE PANEL SAMPLES

Sector Scientists (%) Engineers (%) Technicians (%)

Zimbabwe Kenya Zimbabwe Kenya Zimbabwe Kenya

Food 0.64 0.34 0.14 0.29 175 2.54
Textile 0.0 0.05 0.12 0.35 2.32 0.90
Wood 0.0 0.10 0.12 0.21 1.09 0.82
Metal 0.02 0.12 0.75 2.45 2.10 6.33
Total 0.19 0.15 0.19 0.74 1.43 2.42

Source: RPED

5.33 However, it is not clear whether the firms in Zimbabwe will be capable of expanding, as it
requires exporting and maintaining their shares in the domestic market in the face of increasing
import competition. Although Zimbabwean finns do have significant capabilities and are not found
to be inefficient, the data suggested there is a lack of technological skills vis-a-vis other countries
(see Table 5.15). One of the main conclusions of the RPED surveys was the absence of engineers
and technicians in Zimbabwean firms and this will limit the capacity of firms to adapt and expand.
The following table shows the ratio of scientists, engineers and technicians to total labor force in
Zimbabwe and Kenya.

Finance

5.34 The increase in investment since 1985 has changed the nature of corporate finance by
forcing firms to depend more on external funds and external borrowing. Earlier work on corporate
finance (Walton and Dailami) indicates that the bulk of investments were undertaken using
internally generated funds, and the corporate sector was less dependent on the banking sector than
was common in other countries. Hence, while credit was seen as important for small-scale and
black owned businesses, little emphasis was placed on it as an overall investment constraint.
However, around 1990, a large shift in the structure of corporate finance occurred in response to
the increased capital formation and other uses of funds. Before 1990, only 23 percent of funds for
investment were from sources outside the firm. Since then, external sources have been dominant.

5.35 Financing from new stock issues, long-term loans and short-term loans tripled between
1987-90 and 1990-92 (see Table 5.16). Long-term loans increased from an average of zero to an
inflow of 2.5 percent of sales; new stock issues went from 0.7 percent to 3.6 percent; and short
term loans from 1.1 percent to 4.4 percent. In total, external finance relative to sales went from an
average of less than 3 percent to 13 percent, i.e, more than half of total funds.8

5.36 Zimbabwe has a relatively developed banking and finance sector. However, survey
data from the RPED Study (Gunning (1994)) does not support the expectation that enterprises have
relatively easy access to external financing. Firms have relied predominantly on internal as
opposed to formal institutional finance. Also, smaller enterprises can be expected to incur higher
transaction costs per unit of formal sector finance. As mentioned earlier, a shift has occurred in the

B For more details on corporate finance in Zimbabwe, see Corporate Finance in Zimbabwe.1987-1992.
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nature of Zimbabwe's corporate finance. Higher investment in financial assets, as well as in
inventory, and increased financing of trading partners, are behind the widening need for external
finance. As a result of these pressures, total funds used leaped from 12 percent of scales annually
for the period 1987-89 to almost 23 percent of sales for 1990-92.

TABLE 5.16: SIZE OF USES AND SOURCES OF FUNDS RELATIVE TO SALES

(percent of sales)

Uses '87-'89 '90-'92 Sources '87-'89 '90-'92

Capital Formation 10.5 18.5 Gross Internal Funds 9.5 9.6
Fixed Investment 7.6 13.1 Retained Earning 6.3 6.5
Inventories 3.0 5-5 Depreciation 3.2 3.0

New Stock Issues 0.7 3.6
Cash -2.0 -1.5 Medium/Long Term Loans 0.0 2.5
Debtors 3.2 5.1 Short Term Loans 1.0 4.4
Long Term Loans & 0.1 0.5 Trade Credits 1.1 2.2
Investments 0.5 0.1 Other Sources 0.1 0.5
Other Uses

Total Uses 12.3 22.7 Total Sources 12.3 22.7
Source: Balance Sheets of Companies listed on the Stock Exchange.

5.37 Gunning (1994) shows that the main source of funds used to establish new enterprises was
own savings. The use of commercial bank loans and other forms of institutional finance do not
appear to be very important in this regard. The same pattern is observed when financing post start-
up investments in land and buildings, and plant and machinery. This points to evidence of a credit
constraint for investors and would-be investors alike. Various factors can contribute to this.
Information asymmetries, which are usually worse for small enterprises, possibly play an important
role in impairing the functioning of the financial markets and causes the cost of borrowing to be
pushed 'up. This cost manifests itself not only in higher interest rates, but in other ways as well.
These could include higher transaction costs, and banks may also require firms to have a larger
share of physical collatered before granted them loans. Gunning (1994) shows that of a sample of
201 enterprises, 72 never applied for a loan. This goes some way in explaining the 103 firms that
did not get loans. However, one of the main reasons for not applying was that firms did not
believe that they had adequate collateral or that they could not obtain a loan. So, more firms than
had applied may have actually wanted loans.

Infrastructure

5.38 Table 5.17 shows the constraints on infrastructure as seen by firms in the RPED survey in
mid 1993; with one indicating there was no problem and five there was a serious problem.
Irrespective of the size or the sector of the firms, telecommunications is identified as the most
serious infrastructure problem. The second most important infrastructure constraints were given as
electricity and workers transport. All three were rated as bigger problems by very large firns, but
they were also a problem for small and medium size firms.
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TABLE 5.17: INFRASTRUCTURE PROBLEMS OF FIRMS

By Size Small Medium Large V. Large Mean

Electricity 2.73 2.35 2.70 3.13 2.69
Water 1.43 1.48 1.34 1.96 1.55
Freight Transport 2.30 1.80 1.98 2.04 1.99
Workers Transport 2.26 2.57 2.79 3.08 2.69
Roads 1.29 1.71 1.72 1.47 1.58
Telephones 3.33 3.68 4.43 4.29 3.93
Air/sea Ports 1.00 1.21 1.79 1.87 1.49
Waster Disposal 1.60 1.42 1.43 1.29 1.43
Security 2.05 2.14 2.21 2.85 2.31
Other 2.20 1.47 1.57 1.67 1.69
Mean 2.02 1.98 2.19 2.36

Source: RPED, 1994

5.39 Not surprisingly small firms rated freight transport as a bigger problem than larger firms
did, presumably because larger firms have their own transport. They also rated other infrastructure
problems highly and this presumably includes sites and buildings for rent.

5.40 External transport was not seen as a major constraint but this is probably due to the small
percentage of firms that import and export directly. The problems of cut flowers exporters indicate
the kind of infrastructure problems exporters do face when a significant proportion of firms expand
exports. This case example illustrates that air and other transport services are constraints to
successful export growth.

5.41 Freight is more than half the cost of supplying fresh horticulture product to Europe (56
percent roses and 58 percent for chilies). Hence, their competitiveness is heavily dependent on
freight rates and unfortunately air freight costs from Harare are significantly higher than from
directly-competing airports such as Nairobi, Arusha (Tanzania), and Johannesburg; US$2.37/kg
compared to US$1.80-1.90/kg. Second, competitiveness in these products is adversely affected by
the poor quality of service being offered. Delays of forty-eight hours and more are said to be
common, and are disastrous for time-critical products such as roses. Losses suffered by cut flower
exporters this past season due to delays in freight services, totaled over Z$25m.

5.42 Beira is by far the most geographically convenient port for land-locked Zimbabwe but, in
spite of substantial recent investment in port facilities at Beira and increased reliability of rail and
road links through Mozambique, problems remain. For example, container-handling gantries,
designed to handle twenty containers per hour have been averaging less than one per hour. Seven
hundred rail wagons are reported stranded on the line, apparently due to missing parts and the theft
of wagon tarpaulins, with the result that transit times vary from two to sixteen days. As a result
Zimbabwe continues to depend on the longer rail-sea link via Durban, and is not able to exploit to
the full the geographical advantages of the Beira link.
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The Incentive Regime

5.43 The policy environment, or incentive regime, has handicapping efforts to export and
constrained effective demand by increasing costs. This embraces taxes, tariffs, the foreign
exchanges allocation system that existed until July 1994, and domestic regulations which increase
costs. As the foreign exchange allocation system has now been dismantled and key domestic
investment, pricing and marketing controls have been relaxed, this section will focus heavily on the
tax and tariff regime. In doing so it draws on and builds upon Zimbabwe: Consolidating the Trade
Liberalization (1994).

5.44 As already noted (para 5.1), years of protection and self-reliance have resulted in an
installed industrial capacity largely geared to the domestic market. Firms of this type have done
reasonably well in exporting small percentages of output to neighboring countries in the region.
They export small quantities of products designed for the domestic market to nearby markets with
similar tastes and requirements, but this type of exporting rarely represents a promising basis for
significant export expansion. Export expansion is critical to industrial growth, as local market
growth will continue to be severely constrained. This calls for: (i) an integrated package of
actions to enable exports to be competitive, and (ii) significant changes in the behavior of
manufacturing firms to restructure themselves, expand exports and integrate into world trade.

5.45 The first problem is that this "soft" exporting has limited expansion potential. The markets
involved are small and their capacity to pay is limited. The second problem is that this pattern of
exporting takes no account of Zimbabwe 's inherent comparative advantage as a supplier to
industrialized market economies, based on its resource base and low labor costs.9 With a sheltered
domestic market and excess capacity for "soft" exports of existing products into the region, there
has been little incentive for the individual firm to move into "hard exporting" and exploit this
comparative advantage. In fact, the tariff and tax regime still constitutes a major constraint to
producers who seek to penetrate competitive external markets. Yet, for exports to expand
significantly, it is these larger and more distant markets that Zimbabwe must penetrate.

5.46 Earlier studies and common wisdom attributed this export behavior to lack of new
technology and equipment, constraints on availability of imported inputs, and an overvalued
exchange rate. However, the analysis presented above indicates that large portions of the old
capital stock has been replaced, the import regime has been liberalized and the exchange rate
depreciated significantly. At the same time, very few companies have taken advantage of unused
capacity and very low wages to restructure their product mixes to enter more demanding export
markets.

5.47 RPED surveys of 200 firms in mid-1993 confirmed that despite trade liberalization,
most firms did not experience significant import and export competition. The vast majority of

firms report that they either face no competition or that the competition is mainly from domestic

9For example, wage rates for garment machine operators in Zimbabwe are one tenth of those in Hong-Kong, and just over
half those in Mauritius.
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TABLE 5.18: MAIN SOURCES OF COMPETITION

None Domestic In Export Imports Total Number
Markets of Firms

Food 4 45 0 0 49
Wood 2 22 1 1 26
Textiles 4 66 11 6 87
Metal 2 28 0 7 37

Total 12 161 12 14 199

Source: Gunning, 1994

firms. Competition from imports matters reported in two sectors: textiles and metal working and
even in those activities its importance is very limited (see Table 5.18). As yet, import competition
is rather limited: for most firms, imports do not represent the main source of competition and even
if it does this competition is rarely described by firms as a severe problem.

5.48 Evidence from other import substituting economies such as Turkey, India, and Mexico,
show that if some of these firms find market niches in developed country markets and restructure
their product mix, their output can be expanded significantly with small amounts of investment.
This, however, can only be done if the bulk of the additional output is exported because the
domestic market, at least in the initial stages, would not be able to absorb large product runs. The
crucial factor is whether the incentive system makes it attractive for these firms to export larger
volumes with lower margins rather than sell in the domestic market with high markups and low
volumes.

5.49 The Tax and Tariff System. The tax system for imported goods is complex with three
major taxes: customs duties; import taxes (the equivalent of sales taxes on domestic goods), and a
surcharge.'" These taxes are collected under five different regimes depending on whether the
origin of the goods is Namibia, Botswana, the Preferential Trade Area (PTA), South Africa (RSA)
or another country (general).

5.50 There are 23 separate ad valorem customs duty rates in the general regime. They are
based on the CIF value of imports and run from 0 to 75 percent. In addition, there are 35 different
specific rates of duty, plus 65 cases in which import duties are calculated as the greater of a
specific and an ad valorem amount. However, duty rates of 0, 10, and 20 percent account for 91
percent of imports. The pattern of tax collections parallels the clustering of import values implying
relatively uniform exemptions. These rate categories account for 80 percent of customs duty and
83 percent of all collections. This suggests that a simplification and consolidation of the customs
duty rate structure around three or four rates could be accomplished without undue disruption. In
early 1994, the surtax charged on the CIF value at 0, 5, 10, and 15 percent with 91 percent of
tariff items attracting the 15 percent rate. Customs duty is included in the base for the import
(sales) tax, but surtax is not.

'In addition to the main three types of taxes, there are three other special taxes relating to individual petroleum products.
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TABLE 5.19: CUSTOMS TARIFF STRUCTURE

Customs Import Surtax Total

Simple Nominal Tariffs (1994) 16.98 9.58 13.80 40.36

Import Weighted Tariffs

(using 1991 import weights) 14.18 10.84 13.72 38.74

(using Jan. 1994 import weights)1/ 10.99 11.30 13.59 35.89

Actual Collection Rate

1991 - - - 25.29
1991 weights, with 1994 tariffs and exemptionsL 11.45 1.88 10.50 23.83

Jan. 1994 weights, rates, and exemptions 2/ 6.52 2.44 7.06 16.02
1/ Note that January 1994 data excludes imports through Biet Bridge.
2/ Excluding special petroleum taxes. They add about 2 percentage points to the total collection rates.

5.51 Of the three major taxes collected by customs, the surcharge contributes the largest share of
revenue (45 percent). Customs duties are a close second at 42 percent and import taxes are third,
at 13 percent.

5.52 Table 5.19 shows the average level of tariffs in Zimbabwe. Unfortunately, the January
1994 data is not fully representative in terms of import composition as it excludes imports through
Biet Bridge. To compensate for this bias, the tariff rates were re-estimated by using 1991 import
weights, but 1994 tariff rates and the structure of exemptions that were applicable for January
1994. The simple average tariff rate (including all three taxes) is about 40 percent while the import
weighted (by 1991 imports) tariff rate is about 39 percent. The actual collection rate, taking into
account all the exemptions given in January 1994, is 24 percent. The difference between import
weighted tariff of 39 percent and effective rates of 24 percent is caused by exemptions. There are
two kinds of general exemptions in Zimbabwe: (i) users such as Government, exporters, etc.; and
(ii) country of origin such as South Africa, Botswana, PTA members, etc.

5.53 Aside from exemptions to government bodies, there is little opportunity to enhance revenue
by tightening the exemption regime. Exemption of government imports from all taxes, and
exemption from customs duties and surcharges on imports by statutory bodies, account for 56
percent of difference between actual and potential revenue for January 1994. Another 22 percent is
attributable to measures designed to avoid double taxation or taxation of exports. Despite
exemptions, the base for taxation of imports has been kept relatively broad, partly due to the
surtax. The effective rate of the surtax is 10.5 percent, roughly the same as the effective customs
duty rate, but it is more uniform. Very few tariff chapters are completely free of tax. Some basic
food items such as cereals, vegetables and edible oils that would be completely untaxed in many
other countries, bear significant taxes in Zimbabwe. Similarly, many intermediate and capital goods
bear taxes.
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TABLE 5.20: CROSS COUNTRY COMPARISON OF TARIFF COLLECTION

(Actual Duty Collected As a Percentage of Imports) 1/

Country Duty Country Duty

India 28.0 Philippines 10.0

Argentina 8.0 Thailand 13.0

Brazil 7.0 Turkey 12.5

Indonesia 5.0 Zimbabwe 24.5

1/ Data are mostly 1988 and 1989. It is 1993/94 for India and
1991 for Zimbabwe

5.54 Zimbabwe operates a 'ring system' under which registered traders may import or buy from
another registered trader "goods intended for resale" without bearing sales tax or import tax. This
is intended to eliminate double taxation, but the definitions employed are narrow. Capital goods
are not included. Although catalysts and chemical processing agents are specifically included, in
all other cases a manufacturer must essentially prove at the time of purchase that the goods will be
resold in the same state or will be incorporated as an identifiable physical part of the final product.
Other programs allow exemption from import/sales tax on capital goods. Section 18 of the Sales
Tax Act provides that local authorities, statutory corporations and firms establishing production in
designated "growth-point areas" may buy goods of capital goods without paying tax. Statutory
Instruments 301 A and 301 B allow exemption from import tax and surtax on capital goods for
businesses operating in certain sectors."

5.55 Zimbabwe currently has one of the highest actual tariff collection rates in the world, despite
having a nominal tariff structure that is not exceptionally high by developing country standards (see
Table 5.20). This is because Zimbabwe has tariffs on basic inputs, while these attract zero duty in
many other countries. These taxes lead to higher costs of production and prices vis-a-vis external
competitors, requiring significant tariff protection on downstream products. This taxation of inputs
creates a major problem for the effective implementation of duty/tax rebate systems to enable
exporters to be competitive. Even if rebates or duty exemptions can be given to direct exporters,
indirect exporters (local firms who compete in supplying these inputs) would still face a cost
disadvantage because the existing duty drawback system is very inefficient in granting relief to such
exports, their inputs in turn are taxed. Table 5.21 illustrates how even the tariff collection ratios
are across subsectors. Even if the industrial classification is further desegregated by four digit
industries, the tariff collection rates are distributed around 20-30 percent range with only
pharmaceutical products and fertilizers having 5 percent and 9 percent collection rates respectively.

5.56 Effective Rates of Protection/Assistance. Effective Rates of Protection (ERP) have been
calculated from data collected from individual firms in February 1994 (see Table 5.22). They take
into account both the protection due to tariffs on imports of competing finished goods, and the
(negative) protection due to tariffs on inputs. ERPs are the percentage by which the firm's value
added exceeds what its value added would be in the absence of tariffs.

'Complaints have been raised that these program provide concessions for imports but not domestic purchases of capital
goods and that this is unfair to local producers. There is further concern that where importation must be direct, in order
to qualify for exemptions, specialist traders are excluded. This frustrates the process of providing warranties and service
for capita items since these are typically offered through local dealers.
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TABLE 5.21: TARIFF COLLECTION RATES (191)

Sectors Share of Total Duty Collection
Imports Rate

Foodstuffs (inc. stockfeeds) 2.0 20.0
Drink & Tobacco 0.2 16.8
Textiles inc. ginning 5.0 25.7
Clothing & footwear 0.3 20.3
Wood & furniture 0.3 29.9
Paper, printing & publishing 2.2 25.5
Chemical & petroleum products 32.1 22.7
(Excluding Petroleum) 22.4 19.9
Non-metallic mineral products 2.4 28.9
Metals & metal products 33.0 24.3
Transport equipment 17.0 31.0

Other manufacturing 3.2 12.8
TOTAL MANUFACTURING 97.3 24.7
Excluding Petroleum 85.5 24.9
TOTAL NON-MANUFACTURING 2.3 17.3
Including Petroleum 14.5 21.6
TOTAL IMPORTS 100.0 24.4
Excluding Petroleum 24.6

Source: Hood and McClure (1994)

TABLE 5.22: SELECTED EFFECTIVE PROTECTION RATES (ERPs)

Product Input Taxes Output Taxes Effective Protection

(Nominal Protection)

Stereo,TV,etc. 18 40 94
Refrigerators(l) 25 40 81
Refrigerators(2) 25 40 78
Packaging 35 35 35
MetalCans 35 35 35
Chemicalsl 15 25 33
Chemicals2 23 35 118
Chemicals3 22 35 83
Chemicals4 20 25 50
Clothfinishing 35 35 35
Garments 39 54 72
Furniture(Leather) 25 45 45
Furniture(cloth) 27 45 61
Furniture(wood) 25 45 62
TalcPowder 35 35 35
Shoes 35 40 43
Gauze 35 35 35
ElectronicMotors: 1 25 56 97
ElectronicMotors:2 25 56 248

Source: Hood and McLure (1994)
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5.57 These ERPs are high by developed country standards but are not unusually high by
developing country standards, because the differentiation in tariff rates on finished goods versus
inputs is not large. In fact, there are a number of instances of firms facing exactly the same rates
on inputs as on competing finished imports. Unless there are special exemptions, the typical firm
bears tax on inputs at a rate that is a weighted average of 25 and 35 percent (combined customs
duty and surtax), while nominal protection on output is typically between 25 and 45 percent. A
second notable feature is that effective rates of protection for import substituting activities are
relatively uniform, mostly in the 35 to 80 percent range.

5.58 Given the high degree of vertical integration in Zimbabwe, it is instructive to briefly assess
the incidence of protection at different stages of textiles and clothing as a case example. Until
recently, protection was most heavily concentrated in the spinning/weaving portion of the chain,
especially for those segments using subsidized cotton. Such protection of the upstream segments of
the industry hurt the downstream parts such as clothing, and is especially damaging for potential
exporters. In this case, the segment of the industry that is most heavily protected now is not the
most labor intensive segment. Cotton growing and clothing are both more labor intensive than
spinning and weaving. However, protection to spinning/weaving has been lessened over the past
few years, as lint prices have been linked to world prices. Spinners currently pay about 10-15
percent below the export price for lint but this is still a substantial increase from last year's price
and, unlike spinners in many other countries, Zimbabwean spinners cannot hedge against
anticipated cotton price changes.

5.59 In spite of the relative uniformity of these ERPs, their magnitude still presents a major
problem for exporters, as there is no way to provide exporters with comparable assistance. The
'luty drav.back systei.ii 2:ables exporters to reclaim duties on imported materials directlv used in the
manufacture of exports. If all raw materials are imported and if the drawback is complete and
immediate, there will be little or no effect on production costs. In other words, the effective
assistance (analogous to effective protection) will be zero. However, if one of these conditions do
not hold, the effective assistance will be negative. For instance, if the firm fails to get the
drawback it must pay more for its inputs than its international competitors, and the effective
assistance will be negative. If raw material costs comprise 50 percent of output price, and average
import duty is 20 percent the effective assistance, without duty drawback will be 10 percent. This
is the situation depicted as Case 1 in Table 5.23. Even if the firm does get drawbacks but
experiences a delay of say one year in receiving them, it must pay interest at perhaps 32 percent to
finance the carrying of duties and surtax paid. Then the effective protection, as shown in Case 2,
is -3 percent.

5.60 While raw materials represent something on the order 30 percent of selling prices for sales
in the domestic market, it is very common for firms to give substantial discounts in the export
market. Indeed, this is necessary for the products to be competitive. For firms with a significant
domestic sales base, the practice is to use exports as a means of utilizing excess capacity. Provided
export production can contribute something to the cost of overheads and administration the export
market is pursued even if this means losses in the sense of selling prices at below average total cost.
This is the case depicted in Case 3. Raw material costs are 60 percent of the international price.

Effective assistance falls to -9 percent assuming a one year delay on duty drawback. With no
drawback it would be -28 percent.
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TABLE 5.23 EFFECTIVE RATES OF ASSISTANCE FOR EXPORTERS

With 9% Export Without 9% Export
Subsidy Subsidy

Case 1 -2 -10
Case 2 8 -3
Case 3 7 -9
Case 4 7 -5

Source: Mission estimates.

5.61 Most firms source at least some intermediate goods locally. These may come from traders
who import on behalf of manufacturers. Duty drawbacks are still available for indirect imports,
but the process is even more cumbersome than for direct imports. When intermediate goods such
as steel and packaging are locally manufactured, duties paid on their imports can be recaptured in
theory, but it is difficult to do so in practice. The intermediate good manufacturer cannot initiate a
claim until after the exporter has had his own export drawback claim settled. In practice, most
exporters do costings on the basis that their local suppliers will not be able to obtain drawbacks.
Moreover, the local intermediate input suppliers are operating behind tariff barriers which protect
their own value added. At best only the tariffs on the supplier's imports can be recaptured. To the
extent that the supplier's price reflects the tariff protection for the their own value added, no
drawback is obtainable even in theory. This situation is depicted in Case 4. Assuming no delay in
getting drawbacks, raw material inputs cost 45 percent of the export price, but only 50 percent of
duties are actually recapturable, the effective assistance rate is -6 percent.

5.62 Exporters are largely insulated from the effects of sales taxes on the cost of exports.
Provided they are registered manufacturers, they are exempted from sales tax on goods purchases,
regardless of whether the goods are imported or locally sourced. There are a few instances where
goods are purchased from non-registered entities, but the firms interviewed in the course of this
study suggested that the amounts are trivial. However, services are taxed. Thus accounting, legal
repair, maintenance, printing, water, electricity and a wide variety of contracted-out services are
taxed at 10 percent. Even intra-group charges are taxed, if they include any administrative service
component. There is no provision for firms to recapture the taxes on these items in respect of
exports. Exporters interviewed uniformly stated that the services on which sales tax is charged
account from less than fifteen percent of total costs, generally significantly less. Sales taxes on
these services average about 1 percent of selling prices and hence are a less important consideration
to exporters than the costs associated with the ineffectiveness of relief from customs duty and
surtax. However, if customs duties are lowered and greater weight is put on the sales tax system as
a revenue source this issue will take on greater importance.

5.63 The kind of cascading of sales taxes described above affects domestic firms in much the
same manner as exporters. While exporters should be paying nothing, they are actually paying the
equivalent of 1 percent of selling price. Local sales should be bearing 10 percent, but in fact are
paying 11 percent. There are some other cascading effects as well, also affecting exports and
domestic sales about equally. Service sector firms are required to charge.
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C. The Way Forward

5.64 The time has long past when Zimbabwe could look to import substitution for rapid
industrial growth. Although the industrial sector has invested quite heavily since the mid 1980s
(paragraphs 5.11- 5.16) and has excess capacity, achieving faster growth depends critically on
penetrating export markets. In fact, unless firms can expand exports, manufacturing sector growth
could slow in the face of increased import competition associated with trade liberalization.

5.65 The experience of other developing countries with relatively large inward-looking
manufacturing sectors demonstrates that firms such as those in Zimbabwe can increase productivity
and expand by penetrating export market, given a policy environment that facilitates such
adjustment. Achieving such growth will not be easy, but the rewards are large, as more
competitive and open economics have been able to generate on-going gains in efficiency leading to
rapidly expanding employment, improved living standards and poverty reduction.

5.66 Internationalization of economic activity and increasing inter-linkages among firms in
different countries has increased. Final products are now likely to incorporate components from all
over the world. At every stage of production, producers from various countries, both developed
and less developed, are supplying products to users all over the world. This process has led to
globalization of competition, where for every component, there is world-wide competition among
producers to maintain market shares or enter into new markets. At the same time, there is a high
degree of interaction between suppliers and buyers. This takes the form of technology
collaborations, joint ownership and direct investments. Spurred by competition and close linkages,
rapid advances in technology are creating new products and processes and making others obsolete.
In a sense, the world is a buyers' market for both inputs and outputs where failure to adjust quickly
leads to loss of markets. Success in this environment requires two preconditions. First,
manufacturers must be able to buy raw materials or components from the lowest cost and highest
quality suppliers. Second, there must be a manufacturing capability to develop efficient processes
and high quality products. In Zimbabwe's case these means overcoming the four constraints
analyzed in the previous section.

5.67 The most important step in moving to this outward oriented economy is the establishment
of a trade and regulatory regime that facilitates exports and flexibility. Zimbabwe has eliminated
quantitative restriction on imports but the tariff and tax regime still presents a major obstacle to
export expansion by maintaining a large difference between effective assistance to input substituting
and exporting activities. The average tariff collection rate has been reduced to 12 percent in
Turkey, and about 4 percent in Indonesia and Mexico and these countries have obtained major
increases in their exports. While the imports have increased in these countries as a result of the
trade reforms, their exports have also shown dramatic increases. Indonesia has increased its non-
oil exports from US$6.2 billion in 1986 to US$15.7 billion in 1990. Turkey has increased its
exports from about US$2 billion in 1980 to US$8.3 billion in 1986. Turkey has increased the share
of manufactured exports to GDP from 1 percent in 1980 to 10 percent in 1988.

5.68 The key determinant of success in the transition from a relatively closed economy to an
open one, has been the growth of non-traditional exports. Adjustment leads inevitably to some
products, being discontinued and even some firms closing down. If this is not accompanied by
increasing exports, the overall effect of the integration into the international economy would be
contractionary and in the long run unsustainable. Countries like Turkey, Mexico, Indonesia, and
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more recently India have been able to sustain the adjustment process basically by increasing their
exports very rapidly and using it as a source of growth for their economies. This has required
some firms that produce goods for the domestic market to produce goods they can export. For
example, in many countries, firms have moved from assembling cars to supplying automotive parts
to large multinational companies. The move of Zimbabwean furniture makers from supplying the
local market to producing knock-down kits for export market is a typical example could be
duplicated in garments, metal working, leather and a host of other industries.

5.69 To generate the needed rapid increase in exports, Zimbabwean firms need to become
competitive with foreign producers, and exporting needs to become as financially rewarding as
selling on the local market. Only then can exporters penetrate foreign market and attract
investment. The recent depreciation of the Zimbabwean dollar has done much to improve the
relative profitability of export oriented and efficient import substituting activities, and the
liberalization of imports has improved access to material inputs. Moreover, trade liberalization, tax
exemptions and the removal of investment licensing provide ready access to capital goods at world
prices.

5.70 Effective Relief from Taxes on Inputs For exporters to be competitive they need an
effective means of gaining relief from the cost increasing effects of taxes on inputs and tariffs must
be modest to keep the anti-export bias small. Countries have used a series of instruments to relieve
exporters of duties on inputs. These include duty drawback systems (specific and average), duty
exemption schemes (bonded warehouses, free trade zones, etc.), VAT rebates or sales tax
exemptions for local taxes.

5.71 In Zimbabwe both duty drawback and duty suspension systems exist on paper, but few
producers actually get effective relief. Ring members are exempt from import tax and sales tax on
their inputs and they don't pay sales tax on their exports so this problem is most acute for customs
duty. However, exporters report delays in receiving Drawback repayments of between four and
twelve months. With some inputs still attracting duties of 45 percent (e.g., fabric for garments),
and with interest rates running at around 30 percent per year, such delays impose substantial costs
on exporters. Procedures are so cumbersome and the paperwork so time-consuming that exporters
do not even bother claiming for small shipments. Worse, since repayment cannot be relied on,
exporters are generally not pricing their exports on the assumption of receiving Drawback. Thus
the country is not obtaining real benefit from the system, in the form of additional exports resulting
from more competitive pricing.

5.72 Zimbabwe's system of Duty Suspension is known as Inward Processing Rebate (IPR),
operating under the Inward Processing Rebate Regulations of 1992. IPR has got off to a bad start,
with serious delays and procedural complexities slowing the process of initial registration. It was
initially restricted and to firms exporting over 75 percent of output, and with annual sales over
Z$20m. Recently, evidence indicates that not more than five firms currently produce exports under
bond and hence never have to pay import duties on their materials. About 25 additional firms
operate bonded warehouses under this legislation which enables them to defer the payment of duty
on materials until processing begins. The IPR system as implemented is still highly restrictive. It
insists that all imported inputs whether steel plate, chemicals or whatever, be segregated into two
isolated streams as they enter the factory. Those used for IPR exports are to go immediately into
double-locked stores, and are to be kept in a separate secure stream right through the various
production processes leading to export. Final goods ready for export are then to be stored in a
second separate double-locked store. Items such as abrasives, used up during export production,
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but not incorporated into the final exported product, may not be rebated. Items such as chemicals,
incorporated but not visible in the final product, apparently still give problems, with some Customs
officers refusing to accept their inclusion. Each export shipment has to be linked on a one-to-one
basis with specific import shipments rebated separately. Exporters report that huge piles of
documents have to be filed each month. An additional cost burden is that the bond requirement is
unusually high, covering the duty rebated on a whole year's production, whatever the cycle of
production applying in each case.

5.73 One way, used by several other countries, to simplify the duty drawback system in the
short-run has been to establish average duty drawback rates for individual products expressed as a
percentage of FOB value of exports.'2 These drawback rates can be estimated from the input and
cost data and the tariffs that apply to these inputs. Although these average rates will not be perfect,
since they are a fixed share of export value, they will be very quick and easy to administer. These
product specific rates can be announced in advance, revised regularly, and paid at the time of
receiving the export proceeds. For firms which claim that the average rates do not reflect their cost
structures, a more detailed firms specific rate can also be established after more detailed scrutiny,
and they can still apply under the traditional duty drawback scheme in the interim.

5.74 Such a drawback system could be established very quickly in Zimbabwe. The producer
associations can be asked to supply their input cost structures for all the products that they might
export over the next three years. This request, coupled with the condition that firms not supplying
these cost data would not be eligible for duty drawback, should insure full and quick compliance.
Since tariff rates on the inputs are already known, it would be very easy to estimate the average
duty content of a product on the assumption that all inputs are imported.'3 These duty burdens can
then be expressed as a percentage of the FOB value of the product. This average drawback for
individual products would then be made known to the public so that each firm would know exactly
what it would receive as duty drawback. The payment of such a drawback could be delegated to
commercial banks. Every time an exporter deposits the proceeds of its export earnings to his bank,
the bank can pay the exporter the fixed drawback rate. The bank in return could be automatically
reimbursed by the Reserve Bank through a drawback fund. The inspection and verification of the
documentation would be done on an ex-post basis. This unit would also be responsible for the
updating and verification of the duty drawback rates. The controls would be done on an ex-post
basis so that the exporters are not delayed in receiving their benefits.

5.75 The average drawback would also reduce under-invoicing of exports. Since both the
availability of foreign exchange and the amount of drawback will depend on the value of exports,
there would be an incentive to register at least the full value of exports. Therefore, prior clearance
of exports by Customs and by N.E.C.I. would not be necessary. They can continue to receive
copies of C. D. 1 forms completed by exporters, but would evaluate them on an ex-post basis.

5.76 Even if the problems of duty relief for direct exporters are streamlined and made more
efficient, the problems still exist for indirect exporters. This is less of a problem in countries with
little backward integration where all inputs are imported, but in countries such as Zimbabwe which
do have large and significant local production of intermediate goods and materials, the issue of tax
relief for indirect exporters is very important. In the longer-run, the nature of the tax system needs

'2India, for example, has moved in this direction. In countries with very low tariffs and value-added tax systems, the
establishment of drawback systems are much easier.
13Since all firms will have the option of importing all their inputs, the drawback rate has to be estimated on that basis.
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to change to avoid the disadvantages for local producers of international goods, and allow simpler
duty relief systems to operate.

5.77 The nature of the tax system has to change to have an efficient and sustained incentive
environment. Otherwise, compensatory policies can get eroded, abused and are very difficult to
administer for large number of firms and products. Moreover, while there is import protection, tax
relief provision cannot remove the disparity between effective assistance to import substituting and
exporting activities. What is needed is a tax structure that minimizes the need for large
compensatory programs.

5.78 For small open economies that have only one or two exports and a very limited
manufacturing base, virtually everything that is consumed is imported, and import duties can be
thought of as a consumption or sales tax. As the economy grows and becomes more diversified the
situation changes. More transactions take place wholly within the economy and these cannot be
reached by trade taxes alone. Sales taxes are therefore introduced to widen the tax net. But with
the growth of service industries and non-traditional exports, further adaptations of the tax system
are required. Service taxes on hotels, restaurants and financial transactions are typical. The
tendency is for a patchwork of domestic indirect taxes to emerge. Problems of cascading and rate
fragmentation develop and make it increasingly difficult for exporters to compete internationally.
Devices to compensate exporters for these taxes are cumbersome and generally unsatisfactory. The
situation is further complicated if there continue to be substantial import duties and surtaxes.

5.79 Zimbabwe has now reached this stage. It has a wide and relatively deep industrial base, but
the economy has deepened and diversified to a point where the country has outgrown its old
indirect tax system. Further growth will be hampered by failure to make appropriate adjustments.
Two steps need to be taken. First, the domestic indirect tax system needs to be modernized so that
coverage is more comprehensive, rates are lower, cascading is eliminated and export relief is
effective. Second, weight needs to be shifted away from border taxes towards the revamped
domestic indirect tax system. This is necessary because border taxes tend to be distortionary and
because it is intrinsically difficult to insulate exporters and their suppliers from them, especially
when exports need to evolve from a local market base as is the case in Zimbabwe.

5.80 In the longer term the best course will be to introduce a Value Added Tax (VAT) that
allows full and prompt rebating of tax in respect of exports, and to trade off lower customs duties
and surtaxes for a higher VAT. Value Added Tax is one of the few taxes that collect large amounts
of revenue without creating distortionary cascading effects. However, a VAT system would
require up to two years to implement and would probably require a significant upgrading of
administrative capacities at Department of Taxation. There are several steps that could be taken in
the short run however, to make the existing ring system more VAT-like and to prepare for an
eventual full VAT. These changes would address some of the existing problems and would enable
a tradeoff of tariffs for sales taxes during the transition. These changes include the following:

(i) Allow service industries to be treated as other ring members so that their
imports and purchases from other ring are free of sales tax.

(ii) Allow service industries to quote a sales tax number on sales to other ring
members so that sales from service companies to other ring members are
free of sales.
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5.81 Although these changes will reduce sales tax revenue by less than one percent they may
make a significant difference to certain individual firms. The importance to individual firms will
also become more marked if sales tax rates are raised to compensate for lower tariffs and surtaxes.

5.82 It is important to recognize that a VAT is a rebate system while the existing ring system is
an exemption system. This means that under a VAT firms must pay taxes up front. They are fully
and quickly reimbursed when they export, but they do bear the financial cost of carrying VAT
during the production cycle. This provides an additional argument for retaining a revamped ring
system during the short term while interest rates are still high.

5.83 The treatment of capital goods requires special consideration. The best configuration for
the ultimate VAT system is to treat capital inputs the same as material goods and services; i.e., the
capital goods are taxable, and purchases of capital (like all other material inputs) are subtracted
from sales when calculating monthly VAT payable. Currently some capital goods are subject to
sales tax and some are not depending on the industries and goods involved. To the extent that
capital is taxed, the treatment is more harsh than under a VAT since under a VAT there is a credit.
Exporters in particular are relieved of the full burden of VAT taxes but only a portion of sales
taxes. The best practice for capital under the transitional sales tax period is to treat capital just like
any other input. If it is imported by a ring member it is not taxed. If it is imported by, or sold to,
a non-ring member it is taxable. This will eliminate the problems where local capital
manufacturers are having sales taxed while imports of similar capital goods are tax free. This
practice most closely resembles the treatment of capital under a VAT.

5.84 Over 62 countries worldwide have adopted a VAT including 10 in Africa. Countries such
as Madagascar, Niger and the Dominican Republic, which have income levels and administrative
capacities well below those of Zimbabwe have successfully adopted VATs. There is overwhelming
evidence that when a VAT and a non-VAT country trade, the non-VAT country loses. South
Africa, Zimbabwe's main trading partner has recently adopted a VAT.

5.85 Credit. Successful exporters in other countries had reliable access to competitively priced
credit. An almost automatic pre- and post-shipment credit system, that works on the basis of
confirmed orders and L/Cs makes it much easier for local firms to take advantage of foreign
markets. While Zimbabwe already operates a limited export credit facility, it doesn't fully meet the
needs of exporters. Moreover, the cost of investment have been greatly increased by tight
monetary policy designed to contain inflation. A long-run solution must involve low inflation and
modest nominal as well as real interest. In the short-run, though, efforts to provide exporters with
credit that allows them to be competitive should be continued.

5.86 Infrastructure. Unless infrastructure such as those that exist with regard to electricity,
communications and external transport are also solved the changes to the trade policy discussed
above will not be enough to enable exporters to be competitive over time and hence will not be
enough to realize the potential for export growth. These problems cannot be solved in one year,
but it is important that action be initiated now so they can be solved as quickly as possible.

5.87 A robust and reliable telecommunications system is essential for exporters to have access to
rapidly changing external markets and to develop and maintaining the competitive edge.
Consequently, for Zimbabwe to participate more effectively in the global economy and thereby
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generate the much needed supply response, the Government would need to implement a
comprehensive program of sectoral reforms to improve both access to and the reliability and quality
of telecommunications services. It is highly unlikely that the Government would be able to
mobilize the huge amounts of capital required to replace the obsolete equipment and to catch up
with demand for telecommunications. Faced with similar circumstances, countries in Latin
America, Asia and some in Africa, are increasingly adopting new modalities for mobilizing capital
from other sources, including the private sector. Private sector enterprise should be invited to
participate in meeting the demand for telecommunications as PTC has yet to demonstrate a capacity
to do so. Guidelines for participants should be established quickly and participation in new
technologies such as cellular phones should be facilitated. The key power supply issues,
particularly for new enterprise; are access and reliability of supply. Some existing business are
very power intensive and so price is a big issue for these firms, but pricing power at economic cost
is an important part of meeting the needs of new expanding enterprises based on Zimbabwe's
cooperative advantage. Economic cost pricing needs to be maintained and access made easier for
new firms, as it is the new firm that will best absorb labor and focus on export market.

5.88 Zimbabwe's power sector is unusual in that it manifests the characteristics of both
developed and developing countries. Whereas the reliability and quality of supply as well as the
level of losses in the transmission and distribution networks are comparable to those of the former,
access to electricity is more akin to that of the latter, especially the lower income developing
countries. In 1993, for instance, about 300,000 households were connected to grid, compared to
216,000 in 1987. This represents an average annual increase of about 2.3 percent, which is well
below the rate of growth of population of 3.1 percent, implying that, as a percentage, fewer
households had access to electricity in 1993 than in 1987. Moreover, this slow expansion has not
been due to the lack of effective demand as only 54 percent of the industrial, commercial and
agricultural consumers and 55 percent of the residential consumers who had paid their connection
fee were able to secure supply during the second half of 1993. The development and
implementation of a strategy to more effectively meet demand is a high. This strategy would need
to be based on a assessment of demand and identify the overall investment requirements of the
sector to meet demand at least cost, and explore alternative mechanisms for financing these
investments.

5.89 To fully realize the potential for continue rapid expansion of horticulture exports, it is
essential that the reliability and price competitiveness of transport, by air and by sea, be improved.
Horticulture producers estimate that they lost Z$37 million over the 1993/94 season because
Affretair fail to deliver on schedule. Until air transport is more reliable, Zimbabwe's flower
exporters will not be able to establish buyer confidence in Europe and growers will continue to
receive lower prices than other suppliers. This indicates an urgent need to: (i) relax Affretair
monopoly in setting Airfreight rates, to establish an open skies policy, (ii) allow private sector
firms to provide handling facilities at Harare airport, and (iii) improve the efficiency and reliability
of Beira port facilities.
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COUNTRY DATA SHUT

General
Area (km square) 390560.00
Population (millions) 10.36

Growth Rate (latest decade) 1980-1990 3.30
Density (per square km) 25.70

Social Indicators
Population Characteristics

Life Expectancy: Total 62.00
Mortality Rate (per 100,000 live births) 60.00

Health
Infant Mortality (per 1,000 live births) 49.00
Population per physician 6000.00
Population per Hospital Bed 1900.00

Income Distribution (t of national income)
Share of top 20% of households 62.00

Share of bottom 20% of households 4.00

Distribution of Land Ownership
% Owned by Top 10% of Owners
% Owned by Smallest 10%

Acess to Safe Water:Total 36.00

% of Urban Population 99.00
% of Rural Population 14.00

Access to Electricity
% of Urban Population

% of Rural Population

Expenditure
Food Production per Capita (1967-100) 44.00
Fertilizer Consumption (kg/ha) 19.40

Education
Adult Illiteracy Rate (t) 33.00
Primary School Enrollment (P of school-age group) 117.00
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Gross National Product

1990

Annual Growth Rate (t p.a., constant prices)

US$M 1/ t of GNP1970-76 1976-81 1981-86 1987 1988 1989 1990 1991

GNP at Market Prices 2444.8 100.0 3.9 3.0 1.3 0.6 6.9 4.2 3.3

Gross Domestic Investment 596.7 24.4 3.8 6.0 -6.3 -37.1 122.9 -11.7 11.7

Gross National Savings 495.4 20.3 .. -8.9 8.5 -37.8 152.6 -26.0 -10.4

Current Account Balance 2/ -258.0 -10.6 -8.0 97.0 -40.0 -98.0 .. .. 226.6 111.6

Exports of Goods & NFS 754.0 30.8 .. 1.5 7.4 -4.9 2.8 8.9

Imports of Goods & NFS 736.2 30.1 10.0 -1.0 -9.4 5.7 16.5

GNP per Capita 2/ (USSM) 680.0 27.8 .. 8.8 -8.4 -3.6 16.7 7.9 0.0

Output, Employment, and Productivity

1993

Value Added

Value Added Employment Per Worker

USSM % of Total Millions% of Total US$M % of Average

Agriculture 599.7 14.9 0.308 25.3 1950.2 58.9

Industry 1717.7 42.7 0.329 27.0 5221.0 157.8

Manufacturing 1177.4 29.2 0.184 15.1 6405.9 193.6

Mining 290.5 7.2 0.046 3.8 6315.2 190.9

Construction 161.8 4.0 0.092 7.5 1768.3 53.4

Electricity & Water 88.1 2.2 0.008 0.6 11441.6 345.8

Services 1710.0 42.5 0.581 47.7 2944.7 89.0

Total/Average 4027.3 100.0 1.217 100.0 3308.7

Government Finance

General Government

(Z$B) 3/ % of GDP 4/

1993 1993 1988

Current Receipts 11.4 30.8 36.2

Current Expenditures 12.3 33.6 37.9

Current Deficit -0.9 -2.7 -1.7

Capital Expenditures 1.6 4.3 4.7

1/ US$M denotes millions of US$.

2/ Growth rates are calculated from current series.

3/ ZSB denotes billions of Z$.

4/ GDP is at factor cost.
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Money, Credit, and prices

1985 1986 1987 1988 1989 1990 1991 1992 1993

(millions of ZS outstanding, end of period)

Money Supply (M2) 2319 2448 2758 3486 4194 4764 5737 6966 9623
Bank Credit to Public Sector(net) 1/ 1271 1348 1430 1496 1744 1873 1881 2794 2689
Bank Credit to Private Sect 1025 1263 1643 1980 2635 4589 7369 9255 11022

(percentage or index number)

Money as % of GDP 31.8 29.5 30.9 30.5 30.3 28.7 n.a. n.a. n.a.
Annual percentage change in:
Bank Credit to Public Sector 16.5 6.1 6.1 4.6 16.6 7.4 0.4 48.5 -3.8
Bank Credit to Private Sector 3.4 23.2 30.1 20.5 33.1 74.2 60.6 25.6 19.1

Balance of Payments

1986 1987 1988 1989 1990 1991 1992 1993

(millions of US$)

Exports of Goods & NFS 1464 1605 1850 1932 2018 2057 1836 1952
Imports of Goods & NFS 1304 1382 1546 1777 2002 2316 2437 2011

(of which Petroleum Products) 2/ 114 124 144 n.a. 275 n.a. 251 n.a.
Resource Gap (deficit - -) 160 223 304 155 16 -259 -601 -59

Interest Payments (net) -139 -144 -146 -136 -165 -195 -197 -186
Other Factor Payments (net) -46 -69 -94 -78 -107 -95 -86 -69
Net Private Transfers -26 -11 -13 -20 -2 2 40 26

Balance on Curr. Acct.
excl. Net Official Transfers 3/ -51 -1 51 -79 -258 -547 -844 -288

Net Official Transfers 58 80 66 79 108 95 242 174

'Direct & Portfolio Investment -30 -86 -57 -47 -34 10 6 24
Net MLT Borrowing 65 98 93 91 169 285 467 24C

Subtotal 42 91 153 44 -15 -157 -129 150

Other Capital (net) and Capital n.e. i. 28 2 14 3 15 143 -26 59
Increase in Reserves (+) -13 -46 -34 S1 -42 -80 -4 -209
Gross Reserves (end year) 216 264 258 177 219 299 302 ' 511

1/ Includes claims on public enterprises.
2/ Crude and derivatives.
3/ This equals the total to be financed.

I
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Major Merchandise Exports (Average 1989-1993)

Value

(millions of US$) % of Total

Tobacco 547.66 27.2

Gold 208.14 10.3

Nickel 93.78 4.7

Manufactured Goods 875.64 43.4

All Other Commodities 290.56 14.4

Total 2015.8 100.0

Rate of Exchange (Selling)

Annual Average

1988 1989 1990 1991 1992 1993

US$1.00=Z$ 1/ 1.802 2.113 2.448 3.428 5.105 6.472

Z$1.00=US$ 0.555 0.473 0.409 0.292 0.196 0.155

External Debt, December 31. 1993

US $M

Public Debt, incl. Guaranteed 3020.6

Non-Guaranteed Private Debt 266.0

Total Outstanding & Disbursed 3286.6

Net Debt Service Ratio for 1993 2/

Percentage

Public Debt, incl. Guaranteed 24.7

Non-Guaranteed Private Debt 5.2

Total Outstanding & Disbursed 30.0

IBRD/IDA Lending (12/31/93) (US$M)

IBRD IDA

Outstanding & Disbursed 528.4 199.5

Undisbursed 175.4 250.5

Total Outstanding incl. Undisbursed. 703.8 450.0

1/ ZS denotes local currency unit.

2/ Debt service, net of interest earned on foreign exchange reserves, as a percentage of Exports of Goods & NFS.

Source: DRS.
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Table 1.1 Zimbabwe

Meat Saa regieoa4wcoe group Neii
Latut zV e,w recem Sub- higher

UA*t of - asauts Saharan Low- income
Indicator mwurt l970-75 1980-5 1987-92 Africa incow guP

Priority Poverty Iudicators
POVERTY
Upper poverty line local curr. 516
Headcount index % of pop. 37 .. 19

Lower poverty line local curr. .. .. 296
Headcount index % of pop. .. . 13

GNP per capita USS 550 640 570 520 390

SHORT TERM INCOME INDICATORS
Unskilled urban wages local curr. ..

Unskilled rural wages
Rural terms of trade

Consumer price index 1917-100 24 78 249
Lower income
Food" .. 77 134
Urban * 1..
Rural

SOCIAL INDICATORS
Public expenditure on basic social serices % of GDP .. ..

Gross enrollment ratios
Primary %schoolagepop. 73 135 117 66 103
Male 79 140 120 79 113
Female 67 131 118 62 96

Mortality
Infant mortality per thou. live births 93.0 10.0 46.5 99.0 73.0 45.0
Under 5 mortality .. .. 59.6 169.0 108.0 59.0

Immunization
Measles % age group .. 7S.0 87.0 54.0 72.7
DPT .. 72.0 S9.0 54.6 80.6

Child malnutrition (under-5) .. 20.7 10.0 21.4 38.3
Life expectancy
Total years 52 56 60 52 62 68
Female advantage * 3.5 3.6 3.0 3.4 2.4 6.4

Total fertility rae births perwoman 7.5 6.6 4.6 6.1 3.4 3.1
Maternal mortality raoe per 100,000 live birth .. 145 80

Supplementary Poverty Indicators
Expenditures on social security % of total govt exp. .. 2.9 2.5
Social security coverage % econ. active pop. .. ..

Accesstosafewatet:total %ofpop. .. .. 36.0 41.1 68.4
Urban * .. .. .. 77.8 78.9
Rural * .. .. 14.0 27.3 60.3

Access to health care * 71.0 .. _.._.._..

Population growtb rate GNP per capita growth rate Development diamond b
6+ (annual average, percent) (mpjj average, percent)41 ~~~~~~~~~~~~10~ Life expectancy

2 i0l 1 O - D 1 1- , | GNP Gross2} 0 -----..- A-.---I--~~~~~~~~~~~~~~--~~~ per primary

cap ta enrollment

-2 1 10 Access to Isafhiv ater
1970-75 1980-85 1987-92 1970-75 1980485 1987-92

Zimbabwe /i,nbawhc
- Low-incomne I m

a. See the technical notes, p.3p9. b. 3 i9 c development diummnd, hrmed eulifiir key i.klicuIeers. h. 11 nbc,m n, ,'t , k ee.e1e t ,.m .>uiu
compared with its incomc gmup. Sec the inlroducJiiion.
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Zimbabwe
Most Saen region4cone group Ne-x

Latestsinglekyear receint Sh higher
Unit of esdmate Seharan Low- irmecw

Indicator newawre 1970-75 198045 1987-92 Africa lncone group

Resources and Expenditures
HUMAN RESOURCES
Population (mre=1992) thousands 6,065 8,319 10,364 546,390 3,194,535 942,547
Age dependency ratio ratio 1.07 0.99 0.91 0.95 0.67 0.66
Urban % of pop. 19.6 25.2 29.9 29.5 26.7 57.0
Population growth rate annual % 2.8 3.4 3.3 2.9 1.8 1.4
Urban ' 5.6 5.7 5.7 5.1 3.4 4.8

Labor force (1564) thousands 2,575 3,410 4,172 224,025 1,478,954
Agriculture % of labor force 75 73 ..
Industry - 10 10 ..
Female 37 36 34 37 33 36
Females per 100 males
Urban number .. 79
Rural .. 122

NATURAL RESOURCES
Area thou. sq. km 390.58 390.58 390.58 24,274.03 38,401.06 40,697.37
Density pop. per sq. km 15.5 21.3 25.7 21.9 81.7 22.8
Agricultural land %ofland area 19.1 19.6 19.8 52.7 50.9
Change in agricultural land annual % 0.0 0.7 0.0 0.1 0.0
Agricultural land under irrigation % 1.0 2.5 2.9 0.8 18.2
Forests and woodland thou. sq. km 203 195 191
Deforestation (net) annual % .. .. 0.7

INCOME
Household income
Share of top 20% of households % of income .. .. 62 .. 42
Share of bottom 40%/o of households .. .. I .. 19
Share of bottom 20%/o of households .. .. 4 .. 8

EXPENDITURE
Food % of GDP .. 25.6 ..
Staples .. 5.8 ..
Meat, fish, milk, cheese, eggs .. 12.0 ..

Cereal imports thou. metric tonnes 57 153 1,493 20,311 46,537 74,924
Food aid in cereals .. 131 116 4,303 9,008 4,054
Food production per capita 1987 = 100 116 109 44 90 123
Fertilizer consumption kg/ha 20.0 22.4 19.4 4.2 61.9
ShareofagricultureinGDP % ofGDP 16.2 18.0 19.6 18.6 29.6
Housing % of GDP 8.0 ..
Average household size persons per household .. .. ..
Urban

Fixed investment: housing % of GDP . 0.8 ..

Fuel and power % of GDP 3.2 ..
Energy consumption per capita kg of oil equiv. 441 391 450 253 335 1,882
Households with electricity
Urban % of households .. .. ..
Rural

Transport and commuaicatdon %of GDP .. 3.9 ..
Fixed investment: transport equipment .. 2.0 ..
Total road length thou. km 81 78 78

INVESTMENT IN HUMAN CAPITAL
Health
Population per physician persons 6,300 5,942 7,110
Population per nurse 645 990 98S
Population per hospital bed * 300 693 1,959 1,329 1,050 516
Oral rehydyration therapy (under-5) % of cases .. .. 77 36 39
Education
Gross enrollment ratio
Secondary % of school-age pop. 9 42 48 18 41
Female 7 33 42 14 35

Pupil-teacher ratio: primary pupils per teacher 41 40 39 39 37 26
Pupil-teacher ratio: secondary 18 28 27 .. 19
Pupils reaching grade 4 % of cohort 80 85 77
Repeater rate: primary % of total enroll .. I ..
Illiteracy %ofpop. (age 15+) .. 38 33 51 39
Femtle % of fem. (age 15+) .. 45 40 62 52

Newspaper circulation per thou, pop. 19 24 2t1 1A4 9100
world pank intemnational Economics Department, April 1994
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Table la. Basic indicators for other economies
LiJe

Area GNP aCdAMMY Adu iUueracy
- PqtioPulon (ho-andsa per cwa at bnh (ercepu)

(thouands) of squnt (US0) &ears) Femaie Total
mid-1992 4laW~rs) 1,°92 1992 109 1990

I Amenia Samos 39 0.20 a
2 Andorm 61 0.45 a
3 Aruba 67 0.19 a
4 Cbannel llund 144 0.20 b 77
5 Eriea c .. 117.60 d

6 Faeroe Ialand 48 1.40 b
7 Gibraltar 32 0.01 a
8 Greena 538 341.70 b
9 Guam 139 0.55 a 72

10 Ile of Man 71 0.57 a

11 Mayote 79 0.37 a
12 Naber l Andies 194 0.80 a 77
13 Northan Manam lsula 47 0.48 e
14 San Marino 23 0.06 b
15 Virgin hland (U.S.) 99 0.34 b 75

a. GNP per capita eaimtd to be uper-middle ncme, b. GNP per capita eatnizd to be high-itme, c. Dam for Erim.
not yat disagad. ae incaludd in ekiopia, d. GNP per capiu eaknamd to be low-income, e. GNP per capita eatmmd
to be lower-mdle income.



ZIMBABWE Tablel.2

COUNTRY ECONOMIC REPORT
POPULATION DISTRIBUTION AND DENSITY BY PROVINCES, 1969 AND 1982

Province Population Area km Population density Percent Percent distribution
change

1969 12 2982

Zimbabwe (Total) 5,099,340 7,546,071 390,759 13.0 19.3 48.0 100.0 100.0
Manicaland 766,380 1,099,202 34,870 22.0 31.5 43.4 15.0 14.6
Mashonaland Central 375,580 563,407 27,284 13.8 20.6 50.0 7.4 7.5
Mashonaland East 879,720 1,495,984 24,934 35.3 60 70.1 17.3 19.8
Mashonaland West 617,300 858,962 60,467 10.2 14.3 39.1 12.1 11.4
Matabeleland North 578,870 885,339 73,537 7.9 12.0 52.9 11.4 11.7
Matabeleland South 406,370 519,636 66,390 6.1 7.8 27.9 8.0 6.7
Midlands 754,110 1,091,844 58,967 12.8 18.5 44.8 14.8 14.5
Masvingo 721,010 1,031,697 44,310 16.3 23.3 43.1 14.1 13.7

Source: 1982 census, Main Demographic Features of the Population of Zimbabwe, Harare, 1985.



Tablel .3

ZIMBABWE
Country Economic Report

PERCENTAGE OF URBAN POPULATION TO TOTAL POPULATION

Urban Rural

Zimbabwe (total) 25.7 74.3
Manicaland 8.5 91.5
Mashonaland Central 8.2 91.8
Mashonaland East 57.5 42.5
Mashonaland West 21.3 78.7
Matabeleland North 53.8 46.2
Matabeleland South 2.6 97.4
Midlands 19.0 81
Masvingo 6.7 93.3

Un

Note: Towns having a population of 2 500 were defined as urban.



Tablel .4
ZIMBABWE

COUNTRY ECONOMIC REPORT
POPULATION SIZE BY ETHNIC GROUP, 1901 TO 1982,

As of 30th June of each year

Year Total African European Asians Coloured % African

1901 712,600 700,000 11,100 1,500 98.2
1911 906,600 880,000 23,700 900 2,000 97.1
1921 1,147,100 1,110,000 33,800 1,300 2,000 96.8
1931 1,464,200 1,410,000 50,100 1,700 2,400 96.3
1941 2,005,900 1,930,000 69,300 2,600 4,000 96.2
1951 2,828,400 2,680,000 138,000 4,400 6,000 94.8
1961 3,968,000 3,730,000 221,000 7,100 10,400 94.0
1962 4,098,300 3,860,000 220,000 7,400 10,900 94.2
1969 5,134,300 4,880,000 130,000 9,000 15,300 95.1
1982 7,477,443 7,297,242 147,741 10,812 21,648 97.5 W

Note: 1) The 1982 report figures were adjusted to conform to 30 June 1982.
2) Most of the figures in this chapter are based on a 10 percent sample of the 1982 census. These

figures may differ slightly from the figures from the total count when available. For instance,
a total manual count gave a population of 7 546 000. The sample estimate was 7 501 000.

Source: 1982 Census, Main Demographic Features of the Population of Zimbabwe, Harare, 1985.



ZIMBABWE Tablel.5
COUNTRY ECONOMIC REPORT

POPULATION SIZE BY ETHNIC GROUP, 1901 TO 1982
As of 30th June of each year

Ethnic group Citizens of Zimbabwe Non-citizens

Total Male Female Sex Ratio Total Male Female Sex Ratio

Total 7,118,470 3,443,410 3,675,060 94 563,300 319,250 244,050 130
African 6,827,590 3,300,850 3,526,740 94 493,580 283,730 209,850 135
Non-African 145,440 71,280 74,160 96 34,860 17,760 17,100 104
Europeans 114,920 56,150 58,770 96 31,960 16,160 15,800 102
Asian 8,930 4,540 4,390 103 1,900 1,020 880 116
Coloured 19,900 9,830 10,160 97 720 430 290 148
Other 1,600 760 840 91 280 150 130 115

Source: 1982 Census, Main Demographic Features of the Population of Zimbabwe, Harare, 1985.



Tblo1 .6

ZIMBABWE
COUNTRY ECONOMIC REPORT

POPULATION BY AGE AND ETHNIC GROUPS, 1982

Age Group
Afrkca European Asian Colured Otber Totl

Males Fmaks Total Male Femaks Totol Male Fealks Total Male Femaks Total Maks Females Total Mal Females Total

0 -4 636,520 659,020 1,295,540 4,890 4,440 9,330 460 420 880 1,380 1,380 2,760 80 90 170 643,330 665,350 1,308h680

5-9 606,230 613,030 1,219,260 4,670 4,450 9,120 510 450 960 1,250 1,260 2,510 100 110 210 612,760 619,300 1,232,060

10- 14 522,120 510,980 1,033,100 5,790 5,790 11,580 430 580 1,010 1,340 1,300 2,640 70 90 160 529,750 518,740 1,048,490

15- 19 382,360 404,050 786,410 5,890 6,650 12,540 650 490 1,140 1,220 1,340 2,560 40 so 120 390.160 412,610 S02,770

20-24 283,020 356,710 639,730 5,540 5,330 10,870 630 630 1,260 1,120 1,420 2,540 70 110 180 290,380 364,200 654,580

25 -29 236,380 274,460 510,840 5,450 5,100 10,550 590 450 1,040 920 930 1,850 S0 120 200 243,420 281,060 524,480

30-34 179,110 201,030 380,190 4,960 4,430 9,390 470 520 990 800 640 1,440 60 90 150 185,400 206,760 392,160

35 * 39 142,640 164,250 306,890 4,360 4,860 9,220 450 400 850 400 640 1,040 70 20 90 147,920 170,170 318,090

40-U 136,510 133,780 270,290 4,670 4,980 9,650 3S0 370 750 420 340 760 70 60 130 142,050 139,530 2t1,5S0

45-49 111,340 105,290 216,630 4,430 4,410 8,S40 280 260 540 380 420 800 60 10 70 116,490 110,390 226,8S0

50-54 105,960 85,120 191,080 5,300 5,210 10,510 180 ISO 360 270 310 580 70 60 130 111,780 90.,80 202,660

55 -59 62,140 55,860 118,270 4,550 4,590 9,140 200 190 390 220 110 330 20 50 70 67,400 68,800 12S,200

60-64 71,950 60,810 132,760 4,400 4,210 3,610 230 140 370 190 S0 270 80 20 100 76,850 65,260 142,110

65-69 35,420 35,560 70,980 3,180 3,120 6,300 40 70 110 160 80 240 10 30 40 38,S10 38,860 77,670

70-74 27,690 27,690 55,380 1,950 2,660 4,610 40 60 100 110 80 190 20 10 30 29,810 30,500 60,310

75 37,130 42,300 79,430 2,180 4,300 6.480 20 40 60 70 110 180 10 10 20 39,410 46,760 86,170

Not Stated 7,790 6,600 14,390 100 40 140 - 20 20 10 10 20 - 10 10 7,900 6,680 14,5S0 U

Totl 3,5U4,580 3 736 590 7,321,170 72,310 74,570 146,8S0 5,560 5,270 10,S30 10,260 10,450 20,170 910 970 1,SS0 3,673,620 3,827,350 7,501,470 _1

1o

Source: 1982 Census, Main Duisogmpthic Features of the Populaiimi of Zimbabwe. Hwwe, 1985.



ZIMBABWE
COUNTRY ECONOMIC REPORT Table 1.7
Employment and Average Annual Earnings,

1983 1984 1985 1986 1987 1988 1989 1990 1991 1992 1993
(In thousands) 1/

Employment

Agriculture and forestry 263.5 271.2 276.4 275.5 265.6 277.0 2S4.6 290.0 304.2 299.8 307.5
Mining and quarrying 60.3 54.5 54.3 54.9 56.7 57.6 55.7 51.4 50.9 50.2 46.0
Manufacturing 173.4 166.3 169.6 176.9 177.4 187.3 195.3 197.1 205.4 197.2 183.8
Electricity and water 6.9 7.3 7.7 8.1 8.2 8.6 8.8 8.7 8.9 8.2 7.7
Construction 49.3 45.3 44.8 47.8 47.4 58.6 66.6 75.8 81.0 89.5 91.5
Finance, insurance, and real estate 15.8 15.7 15.3 15.4 16.3 17.2 17.1 17.6 18.2 18.6 19.8
Distribution, hotels and restaurants 80.6 80.2 78.3 81.2 83.6 87.3 91.9 96.0 100.7 99.3 96.1
Transport & communications 49.6 50.1 50.0 50.4 50.7 51.1 51.8 53.3 56.4 52.6 49.6
Other services 334.0 345.8 360.0 373.3 377.5 386.4 394.9 401.3 418.3 420.2 415.2
of which: Public administration 82.5 88.9 90.8 91.0 93.5 92.4 93.5 93.4 94.9 93.4 89.6

Education 78.2 83.8 89.9 96.1 98.8 100.4 104.2 108.1 109.5 109.9 111.4
Health 19.0 19.9 20.8 22.7 22.0 22.8 23.6 24.1 26.5 25.8 25.8
Domestic services 99.8 98.0 98.9 100.1 101.0 102.0 102.4 102.0 102.1 102.1 102.1

Total 1033.4 1036.4 1056.4 1083.5 1083.4 1131.1 1166.7 1191.2 1244.0 1235.6 1217.2
Total, excluding agriculture and forestry 769.9 765.2 780.0 808.0 817.8 854.1 882.1 901.2 939.8 935.8 909.7 .n

(In Zimbabwe dollars) 2/

Average annual earnings

Agricultureandforestry 1061 1177 1247 1376 1466 1612 1809 2195 2440 2063
Mining and quarrying 3085 3560 4076 4450 4790 5515 6160 7467 8853 11016 12530
Manufacturing 4090 4586 5225 5657 6331 7084 7986 9553 11137 13479 15362
Electricity and water 5362 6342 7532 8049 9061 10453 10830 13460 18831 19S17 1078
Construction 3,128 3,543 3,694 3,914 4,396 4,32S 4,623 5,269 6,273 6,727 6,767
Finance, insurance, and real estate 8,747 9,624 10,627 11,948 13,393 15,442 17,211 21,568 26,703 36,075 58,364
Distribution, hotels and restaurants 4,167 4,426 5,226 5,462 9,892 6,534 7,087 829 9,938 12,111 12,941
Transport & communications 5,635 5,892 6,488 7,411 7,994 9,209 10,902 13,692 1,453 17,650 19,210
Other services 3,136 3,459 .. .. 4,88 .. .. ...

of which: Public administraion 4,215 4,399 4,730 5,133 5,871 6,384 6,969 8,236 9,111 9,832 10,013
Education 4,400 4,968 5,833 6,436 7,168 8,576 9,300 12,0S2 15,129 16,605 17,418
Health 4,005 4,558 5,399 5,691 6,427 7,171 8,322 10,598 12,457 13,969 14,155
Domestic services 887 887 974 1,305 1,413 1,533 1,619 1,805 1,871 1,869 1,S69

Overall average excluding agriculturm and 3,750 4,131 4,666 5,112 5,656 6355 7056 8598
forestry

I/ Annual figures arc average for the 12 months.
2/ Earnings over the period divided by employment

Source: Central Statistical Office, Quarterly Digest of Statistics; and data provided by the Zimbabwean authorities.



ZIMBABWE Table 2.1

COUNTRY ECONOMIC REPORT

Gross Domestic Product by Industrial Origin at Current Factor Cost, 190-1993

(In millions of Zimbabwe dollars)

19S0 1981 1962 1983 19U4 1915 1914 1957 1988 1939 1990 1991 I992 i9S3

Agriculture 451 640 669 544 748 1314 1179 1123 1596 1753 2391 3100 2423 3381

Mininmgmdquarying 2S5 252 217 393 320 335 446 335 6S1 607 830 1151 1503 IS80

Monufluing 302 1016 1121 1441 1475 143S 1832 20W9 2518 3530 3863 5164 7041 7620

Ekcricity and wate 70 73 73 195 142 144 229 276 307 370 484 520 687 570

Construction 91 13S 190 258 205 154 163 225 243 313 298 499 332 1047

Fianc ud insurance 159 185 223 275 282 343 366 476 533 580 667 747 814 1124

Realeste 43 55 55 59 60 68 75 94 203 283 310 336 457 631

Distribution, hotels and restNnts 451 603 741 7U3 742 777 971 1001 1152 1309 1569 2011 2707 234

Treupof&communieations 211 306 362 403 434 431 532 671 787 930 1067 1524 1362 1352

Public administratin 291 309 367 398 444 476 51S 614 810 395 1057 1ISS 1262 1282

Educaion 169 215 309 343 416 520 610 676 854 960 1247 1531 1741 1395

Heaith 71 32 106 J0B 116 143 164 184 221 256 356 46 487 516

DomeCSic semces 65 72 85 3S 87 96 129 142 156 166 134 191 191 192

Otherserviecs 173 219 277 317 346 419 372 397 421 496 636 322 1029 1144

lessimputedbanking chages 108 121 146 173 163 205 233 234 299 338 344 366 389 413

Gross Domestic Product 3224 4049 4654 5432 5649 6503 7408 3019 10183 12165 14615 13964 22647 26065

Distributin of GDP by IndustriaI Origi at Current Ftr CoSt 190-1993

1980 19S1 1912 1983 1984 1985 1916 1927 91 1989 1990 1991 1992 1993

Agriclture 14.0 15.8 14.4 10.0 13.2 20.2 15.9 14.0 15.7 14.4 16.4 16.3 10.7 14.9

Miningadquusrying 8.3 6.2 4.7 7.2 5.7 5.2 6.0 4.2 6.7 5.0 5.7 6.1 6.6 7.2

M-u6ctring 24.9 25.1 24.1 26.5 26.1 22.9 24.7 26.1 24.7 29.4 26.4 27.2 31.1 29.2

Elctricit and water 2.2 1.9 1.6 3.6 2.5 2.2 3.1 3.4 3.0 3.0 3.3 2.7 3.0 2.2

Coustraction 2.3 3.4 4.1 4.7 3.6 2.4 2.3 2.8 2.4 2.6 2.0 2.6 3.7 4.0

Fuice d iLmuce 4.9 4.6 4.9 5.1 5.0 5.3 4.9 5.9 5.2 4.8 4.6 3.9 3.6 4.3

Rel le5t 1.3 1.4 1.2 1.1 1.1 1.0 1.0 1.2 2.0 2.3 2.1 2.0 2.0 2.4

Di.ibudon,oeland resln,ts 14.0 14.9 15.9 14.4 13.1 11.9 13.1 12.5 11.3 10.8 10.7 10.6 12.0 10.9

Trnport &commucabons 6.5 7.6 7.8 7.4 7.7 6.6 7.9 3.4 7.7 7.6 7.3 8.0 3.2 7.1

Public administradon 9.0 7.6 7.9 7.3 7.9 7.3 7.0 7.7 3.0 7.4 7.2 6.3 5.6 4.9

Eduatn 5.2 5.3 6.6 6.3 7.4 8.0 3.2 8.4 3.4 7.9 8.5 8.3 7.7 7.3

Health 2.2 2.0 2.3 2.0 2.1 2.2 2.2 2.3 2.2 2.1 2.4 2.4 2.2 2.0

Domestic snvces 2.0 1.S 1.8 1.6 1.5 1.5 1.7 1.S 1.5 1.4 1.3 1.0 0.3 0.7

Odwersaces 5.4 5.4 6.0 5.8 6.1 6.4 5.0 5.0 4.1 4.1 4.4 4.3 4.5 4.4

less imputedbankng chsgees 3.3 3.0 3.1 3.2 3.0 3.2 3.1 3.5 2.9 2.3 2.4 1.9 1.7 1.6

Gross Domestic Product 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Source: 1980-1985 from National Income nd Expenditure Report 1992. Centnl Stadstical Office.

1996-1992 fomn Quwtedy Digest of Stadstics. Central Statistical Office. March 1994.

1993 provided by the Goven=entL
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Table 2.3

ZIMBABWE
COUNTRY ECONOMIC REPORT

Expenditures on GDP at Current Market Prices, 1980-1993
(In millions of Zimbabwe dollars)

1980 1981 1982 1983 1984 1985 1986 1987 1938 1989 1990 1991 1992 1993

GDP(factorcost) 3224 4049 4654 5432 5649 6503 7408 8019 10183 12165 14615 18964 22647 26065
Indirect taxes less subsidies 217 384 540 874 755 792 881 920 1257 1680 1972
GDP (market prices) 3441 4433 5194 6306 6404 7295 8289 8939 11440 13845 16587

Resoumce gap -103 -325 -309 -197 35 86 357 366 599 411 115
Exportsofgoodsand 1043 1117 1141 1345 1708 2101 2559 2789 3434 4142 4830
nonfactor services

Importsofgoodsand 1146 1442 1450 1542 1673 2015 2202 2423 2835 3731 4765
nonfactor services

Domestic expenditures 3544 4758 5506 6503 6369 7209 7932 8573 10842 13383 16472

Consumption 2896 3732 4405 5500 5156 5764 6391 7034 8352 10766 12610
Private consumption 2219 2969 3378 4341 3792 4198 4561 4474 5639 7516 8672
Government consumption 677 763 1027 1159 1364 1566 1830 2560 2713 3250 3938

Investment 648 1026 1101 1003 1213 1445 1541 1539 2490 2617 3862
Gross fixed investment 528 830 1039 1238 1185 1133 1312 1673 2031 2402 3255
Stocks 120 196 62 -235 28 312 229 -134 459 215 607 .. ...

Distribution of GDP by Expenditure at Current Market Prices, 1980-1993

1980 1981 1932 1983 1984 1985 1986 1987 1988 1989 1990 1991 1992 1993

GDP (factor cost) 93.7 91.3 89.6 86.1 88.2 89.1 89.4 89.7 89.0 87.9 88.1
Indirecttaxeslesssubsidies 6.3 8.7 10.4 13.9 11.8 10.9 10.6 10.3 11.0 12.1 11.9
GDP (market prices) 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Resource gap -3.0 -7.3 -5.9 -3.1 0.5 1.2 4.3 4.1 5.2 3.0 0.7
Exportsofgoodsand 30.3 25.2 22.0 21.3 26.7 28.8 30.9 31.2 30.0 29.9 29.4
nonfactor services

Imports of goods and 33.3 32.5 27.9 24.5 26.1 27.6 26.6 27.1 24.8 26.9 28.7
nonfactor services

Domestic expenditures 103.0 107.3 106.0 103.1 99.5 98.8 95.7 95.9 94.8 96.7 99.3

Consumption 84.2 84.2 84.8 87.2 80.5 79.0 77.1 78.7 73.0 77.8 76.0
Private consumption 64.5 67.0 65.0 68.8 59.2 57.5 55.0 50.1 49.3 54.3 52.3
Government consumption 19.7 17.2 19.8 18.4 21.3 21.5 22.1 28.6 23.7 23.5 23.7

Investment 18.8 23.1 21.2 15.9 18.9 19.8 18.6 17.2 21.8 18.9 23.3
Gross fixed investment 15.3 18.7 20.0 19.6 18.5 15.5 15.8 18.7 17.8 17.3 19.6
Stocks 3.5 4.4 1.2 -3.7 0.4 4.3 2.8 -1.5 4.0 1.6 3.7

Source: 1980-1981 from National Income and Expenditure Report 1992. Central Statistical Office.
1982-1990 from Quarterly Digest of Statistics. CSO. March 1994.
1991-1993 provided by the Government.



Tsb3e2 4
ZiMBADWE

COUNTRY ECONOMIC REPORT
Expepditar on GDP at Coestaat M0 Prices, 19-93

(3m million of Zimbabwe dollar)

3930 1391 2 In: 93 294 3935 1916 1937 3933 199 3 99 3"9 3"2 1"3

GDP (factor ct) 3224 3537 3589 3461 3540 3303 3331 3361 4143 4332 4426 4615 4327 4418
Indirecttxes less subsidi 217 336 335 576 420 466 466 432 552 664 674 611 638
GDP (market prices) 3441 3S73 3974 4037 3960 4269 4347 4293 4695 4996 5100 5226 4965

Resourcegap -104 -327 -312 -170 22 56 223 275 247 169 36
Exports of gods and 042 1123 353 3355 1078 1376 1602 1524 1567 1707
nonfactor services

Importsofgoods and 1146 1450 1463 1325 1056 1320 1379 1249 1320 1538
nonfactor servicns

Domestic expenditures 3542 4342 4265 4523 3935 4089 4044 3693 4744 5534 4766

Consumption 2896 3392 3449 3924 3274 3329 3356 3265 3779 4682 3813
Privsteconsumption 2219 2601 2557 2982 2254 2271 2161 1900 2327 3109 2691
Governmentconsumpt 677 791 392 942 1020 3058 1195 1365 1452 1573 1122
Statistical Discrepancy 2 -143 20 -316 3 124 80 320 -296 -707 298

Inv_tment 646 950 816 599 661 760 638 433 965 852 953
Gros rixed investment 528 722 788 765 618 505 518 601 686 726 835
Stocks 118 228 28 -166 43 255 170 -168 279 126 118

Distribution of GDP by Exspeditare at Coastant 90 Prices, 1900-93 O

1930 393 3932 3933 1934 39335 393 397 3993 3992 I"3

GDP(facor eot) 937 913 903 857 394 931 393 899 882 86S7 63
Indirecttales Iubsidi 63 87 97 143 106 109 107 103 I33 133 132
GDP(meartsprice) 1000 100.0 100 0 300 3000 1000 1000 100.0 3000 1000 1000

Resource Wp -3 0 -3 4 -7 9 -4.2 0 6 1 3 5.3 6.4 5.3 3.4 0.7
ExpOmnof goods and 303 290 290 236 272 322 369 355 33.4 342 00
nonftor service

ImiPOs of DodBnd 33.3 37 4 36 8 32 8 26 7 30 9 31.7 29 1 28 1 30 8 0.0
nonfacior services

Domestices,sditswes 1029 1121 1073 1120 994 953 93.0 86.1 101.0 110.3 93.5

Consumption 84.2 376 363 97 2 32 7 780 77 2 7631 S1 5 93 7 74.8
Privadeeo ption 64 5 67 2 64.3 73 9 56 9 53 2 49 7 44 3 49 6 62 2 52 3
Govarmneemsnumpt 197 20.4 224 233 258 248 275 318 309 315 220
Sttiticrliacpawcy 01 -37 0.5 -78 0.1 29 38 75 -63 -142 5.8

investna_t 188 245 205 148 167 178 158 101 206 171 337
Gnsfnxedinvestent 153 1386 19.8 389 156 3.8 11.9 140 146 145 164
SvOck, 34 5.9 07 4 I3 1 6.0 39 -39 59 25 23

I/ Measr the difference between gros domestic product obtained by the product appTosch and that obtained by the expenditure approach.

Source I 9S0- 1 9S1 foem National Income and Expenditure Repott 1992 Central Statistical Office
1982-1990 from Quarterly Digest of Statisticr CSO March 1994
199- 1993 provided by the Government



TABLE2.5

ZIMBABWE
COUNTRY ECONOMIC REPORT

Summary of USE of Resources, 19W01990
(In millions of Zimbabwe dollars)

1980 1981 1982 1933 1984 1985 1986 1937 1988 1989 1990

GDP (market prices) 3441 4433 5194 6306 6404 7295 8289 8939 11440 13845 16587

Resource gap -103 -325 -309 -197 35 86 357 366 599 411 115
Exports ofgoods and 1043 1117 1141 1345 1708 2101 2559 2789 3434 4142 4880
nonfactor services

Impontsofgoodsand 1146 1442 1450 1542 1673 2015 2202 2423 2835 3731 4765
nonfactor services

Domestic expenditures 3544 4758 5506 6503 6369 7209 7932 8573 10842 13383 16472

Consumption 2896 3732 4405 5500 5156 5764 6391 7034 8352 10766 12610
Private consumption 2219 2969 3378 4341 3792 4198 4561 4474 5639 7516 8672
Govemment consumption 677 763 1027 1159 1364 1566 1830 2560 2713 3250 3938

Investment 648 1026 1101 1003 1213 1445 1541 1539 2490 2617 3862
Gross fixed investment 528 830 1039 1238 1185 1133 1312 1673 2031 2402 3255
Stocks ' 120 196 62 -235 28 312 229 -134 459 215 607

Net factor income from abroad -47 -115 -194 -248 -195 -284 -384 -355 -478 -538 -764
Net current transfer from abroad -78 -86 -97 -116 -48 -73 -44 -53 -24 -41 -7
GNP 3394 4318 5000 6058 6209 7011 7905 8584 10962 13307 15823
Gross domestic saving 545 701 789 806 1248 1531 1898 1905 3088 3079 3977
Gross national saving 421 500 498 442 1005 1174 1470 1497 2586 2500 3206

Memorandum item:

Population (in millions) 7.009 7.244 7.496 7.764 8.040 8.319 8.602 8.888 9.175 9.462 9.747
Exchange Rate ZS/USS (period average) 0.643 0.690 0.759 1.013 1.258 1.614 1.667 1.662 1.806 2.119 2.452

Source: 1980-1981 from National Income and Expenditure Report 1992. Central Statistical Office.
1982-1990 from Quarterly Digest of Statistics. CSO. March 1994.
1991-1993 provided by the Govemment.



ZIMBABWE Tab1,3l1

Caa.tmy Ecoonmir Report
Zimbab-: Bal.ace of raymeas Summary 19S0-19S3

(US$ Milli.aa)

3910 3983 1982 I393 2984 1985 1986 1987 988 I989 1990 32 I392 193
Pro.. Proj

CURRENT ACCOUNT
(esel ofatict tmf) -301 -674 -749 -504 -170 -154 -51 -I 51 -79 -258 -546 -843 -2S8

TRADE BAL 106 -83 -153 86 198 202 312 382 502 369 242 86 -250 122

Expartufob 1444 1455 1318 1162 1192 1124 1325 1455 1668 1692 1753 1786 1531 1584

Impoeafo b 1338 1538 1471 1075 994 922 1013 1073 1166 1323 1512 1700 1781 1462

NON FACTOR SERVICES(Net) -234 -326 -254 -259 -196 -185 -152 159 -19S -214 -225 -345 -351 -181

Receipts 142 120 153 130 126 105 139 150 382 240 265 271 305 368

Payments 376 447 406 389 322 289 291 309 380 454 490 616 656 549

INCOME(Net) -53 -140 -214 -219 -126 -126 -185 -213 -240 -214 -272 -290 -283 -255

Intre3 1 -49 2 7 13 -148 -139 144 -146 -136 -165 -195 -197 -386

Reeeipt 53 45 33 30 23 13 11 13 16 25 22 26 25 31

P y nentsPublic& P,4Sectes 51 94 31 23 11 161 350 157 162 161 387 221 221 217

Odher lenee (Nt) -55 -91 -217 -226 -138 22 -46 -69 -94 -78 -107 -95 -86 -69

PfUVATETRANSFERS(Net) -120 -124 -128 -313 -47 -45 -26 -11 -13 -20 -2 2 40 26

CAPITAL ACCOUNT
(lml Offic Truss) -30 235 498 338 275 229 122 94 116 126 257 533 688 496

Gr nt. 58 91 45 55 8S 55 58 t0 66 79 30S 95 242 174

Direct & Porfoliolnvestmentc/ -26 -26 -48 -45 0 3 -30 -86 -57 47 -34 10 6 24

L,ongrtmne pital(net) -78 116 420 353 172 95 65 98 93 91 169 285 467 240

Shortermcrnital(net) 35 104 S0 -26 15 75 28 2 14 3 35 143 -26 59

Public 98 57 -12 3 58 20 5 9 0 0 115 -42 -38 ON

PrivnrYlb) 35 6 23 -14 12 I8 9 -3 5 3 15 28 16 97

Er;rc od miuios s 187 71 39 12 34 25 -46 -7 -5S -120 -19 -112 28 -35

,oall eeanc, -125 -318 -162 -155 139 100 25 85 109 -73 -19 -125 -127 174

Fin4 sing 125 318 162 155 -139 -100 -25 -85 -109 73 19 125 127 -174

Chm4einRBZGrossReserves/(a) 7 -24 -18 -3 -22 -68 -13 -46 -34 33 -42 -80 -4 -209

Net ue of Fund resources /(b) 0 44 -2 159 56 8 -58 -103 -73 -36 -22 -5 226 67

Purchases - 44 -- 159 56 8 - - - 0 0 226 67

Repuehd -- -- 2 -- - -- 58 103 73 36 22 5 0 0

Net Obe Liabilitel(a) 33 317 146 -8 -179 -61 6 -17 -2 28 83 211 -96 -58

Sale of Securities d/ 39 56

VdlutienChangesetc/(a) 79 -19 36 5 6 21 2 25

Commenrcia Bank Gron Reserve 25

(Masnorondum Items)
GrosaRetervts(USSm) 326 269 224 187 156 208 216 264 258 177 219 299 302 511

ImportC-rer(muoths) 293 210 183 209 188 271 257 296 26 16 17 22 22 39

GrossFCA Rterves 59 58 35 25 16 13 25 26 29 33 41 1253 96 70

Current A/C(itcl ofteats) -244 -583 -704 449 -82 -99 8 70 117 0 -150 -451 -601 -114

Notes /(.) Changes in lthe 980-S resves. vauation factors & net other liabilities were convened from Zimbabwe dollars ro US dollars at period averg

eshitinge rates
However, 1989-1993 dat excludes valution changes ad the chage n net reserves was calculated hrom the changes in the stock blances of reserves

in US dollars
/(b) As per da in the IMF Balance of Payments Sttistics publication Volume 41 Yearbook, Pn 1 1990

/(c) Potfolio investment is mainly amonization of governmet honda

/(d) Esremally quoted shares acquired by the Reserve Beck orZimb.b.e on behalf ofesidenrs

SOURCE Quaterly Digest of Statistics Cntra Suttisticul Office Differeot issues

Reserve Bank of Ziwbubce Ecosowics Deyurpmnoi
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ZIMBABWE Table 3.2

COUNTRY ECONOMIC REPORT
Zimbabwe: Experts by commoity (192- .1993)

(Vale" in USS millier. VdS.. in 'm00 ton
and unit valn. in S per ilogra.)

39,12 1923 1984 3915 1926 19S7 19S9 1939 199 19"1 1992 1993
he. Prow.

Majorapiculturwlexpons 401.2 351.9 321.4 338.6 398.4 407.7 479.6 436.3 579.6 700.1 531.8 490.5

Tobacco 257.0 230.4 230.9 224.8 253.1 259.2 279.2 308.5 395.0 532.4 450.2 366

Volume 86.9 77.1 82.5 84.9 84.3 84.5 88.2 102.7 122.4 135.0 151.9 184.6

Unit Value 2.958 2.988 2.799 2.648 3.002 3.068 3.166 3.004 3.227 3.944 2.964 1.983

Supr 69.1 51.5 45.0 42.4 37.9 47.5 44.4 49.0 58.4 51.8 8.0 12.9

Volume 220.3 202.4 210.8 235.8 224.4 236.5 158.5 151.7 159.6 127.6 13.4 17

Unit Value 0.314 0.255 0.213 0.180 0.169 0.201 0.280 0.323 0.366 0.406 0.597 0.759

Coffee 19.4 19.0 24.0 30.2 39.8 28.0 22.5 18.8 28.9 20.7 7.4 4.4

Volume 7.3 7.2 9.6 12.2 10.6 11.5 8.1 8.7 14.7 11.6 8.3 4.42

Unit Value 2.662 2.643 2.498 2.472 3.752 2.434 2.775 2.159 3.965 1.788 0.892 0.995

Maie 52.7 40.2 .. 21.8 52.3 40.1 62.9 35.3 39.8 36.3 2.7 14

Volume 348.0 492.7 .. 138.5 431.5 389.3 383.6 212.9 318.8 302.0 12.1 123

UnitValue 0.151 0.082 .. 0.158 0.121 0.103 0.164 0.166 0.125 0.120 0.223 0.114

Meat(CSC Beef) 9.9 10.8 21.5 19.4 15.4 33.0 28.9 6.9 5.9 14.3 29.7 52.9

Volume 4.2 8.7 18.4 15.9 4.7 10.9 8.8 1.6 3.7 4.1 9.6 14.923

Unit Value 2.366 1.241 1.170 1.220 3.270 3.027 3.280 4.318 1.590 3.488 3.094 3.545

Other agricultural expons 0.0 0.0 0.0 0.0 0.0 41.7 17.8 51.6 44.6 33.8 40.3

MAJOR MINERAL EXPORTS 370.8 287.8 276.5 257.0 386.2 409.1 512.4 454.8 454.5 438.5 353.2 39089

Gold I/ 185.6 103.2 128.2 123.6 248.0 264.8 211.5 180.1 238.6 224.9 163.5 233.6

Volume 459.0 230.0 349.0 390.0 696.0 580.0 464.0 435.0 593.3 517.3 460.7 661.3

Unit Value 404.3 441.5 367.4 316.8 356.3 456.6 455.8 414.0 402.2 434.8 355.0 0.353

Asbeaos o0.4 67.9 59.5 51.3 49.6 55.2 58.1 63.3 57.6 53.7 55.7 55.3

Volume 168.8 161.1 155.4 158.6 168,0 195.8 197.6 159.0 162.0 140.4 128.0 124

Unit Value 0.476 0.421 0.383 0.323 0.295 0.282 0.294 0.398 0.356 0.382 0.435 0.446

Nickel 60.1 67.1 50.6 50.1 49.9 55.9 171.8 141.2 96.9 97.3 77.3 56.24

Volume 12.0 16.2 11.3 10.9 14.3 15.8 16.9 11.1 11.6 13.0 10.8 10.585

UnitValue 5.005 4.144 4.481 4.592 3.487 3.540 10.164 12.721 8.353 8.848 7.141 5.313

Copper 28.7 33.4 25.0 22.4 27.6 29.5 37.0 23.5 17.4 19.1 15.6 6.1

Volume 22.7 24.9 21.5 17.6 21.7 20.9 15.5 9.4 6.5 11.0 6.5 3.041

Unit Value 1.265 1.339 1.163 1.275 1.270 1.411 2.388 2.502 2.672 1.736 2.425 2.006

Coal/Coke 16.1 16.2 13.2 9.6 11.1 3.7 8.8 8.6 9.1 5.6 5.9 2.38

Volume 194.4 249.0 277.1 208.5 177.8 82.2 160.9 159.0 166.9 143.6 93.7 48.1

Unit Value 0.083 0.065 0.048 0.046 0.063 0.045 0.055 0.054 0.055 0.039 0.063 0.050

Otber mineral exports 0.0 0.0 0.0 0.0 0.0 0 25.2 38.1 34.9 37.8 35.1 37.2

MAJOR MANUFACTURING EXPORTS 275.1 282.3 319.4 315.1 307.6 337.7 601.8 739.4 648.0 590.0 580.5 635.2

Ferro-alloys 101.9 114.7 124.6 115.0 125.8 150.3 191.4 231.6 149.8 154.5 116.4 141.9

Volume 182.6 246.7 209.6 185.5 211.5 242.0 220.0 203.9 206.3 217.2 186.6 174.1

Unit Value 0.558 0.465 0.595 0.620 0.595 0.621 0.870 1.136 0.726 0.711 0.624 0.815

Iron&Steel 55.0 57.8 40.0 50.5 41.2 52.9 63.5 48.8 41.2 29.1 29.4 16.2

Volume 344.3 417.7 261.7 339.0 297.8 370.0 330.6 247.8 248.0 188.5 200.7 91.1

Unit Value 0.160 0.138 0.153 0.149 0.138 0.143 0192 0.197 0.166 0.154 0.146 0.178

Conon lint 68.3 72.8 92.9 92.6 78.4 74.1 81.9 97.2 17.3 64.5 25.9 27.28

Volume 47.2 48.4 54.5 63.0 77.2 61.4 56.7 78.6 53.9 36.6 14.6 20.55

Unit Value 3.US 1.504 1.704 1.470 1.015 1.207 1.444 1.237 1.619 1.761 1 777 1.328

Textiles/Clothing 19.8 23.3 42.0 39.0 44.8 32.5 60.7 67.7 81.1 91.6 108.7 122.1

Machinery&Equipment 17.2 8.9 11.3 1I.L 10.4 12.1 25.3 25.6 47.0 26.8 35.3 22.1

Chemicals 12.9 4.8 8.6 6.r 7.0 15.8 20.2 20.5 18.2 18.5 32.2 29.4

Other manufacturing exports 0.0 0.0 0.0 0.0 0.0 0 158.6 247.9 223.4 205 232.6 276.2

Other Exports 143.9 153.1 253.8 205.3 210.7 273.2 43.2 36.8 40 37 33.36 37.50

Total Exports/2 1198.0 1075.1 1171.1 1116.0 1302.9 1427.7 1646.0 1667.0 1722 1762.3 1498.9 1554

3/ Volume in ounces and unit value in USS/ounce.

2/ Excludes intenal freight.

Sources Data provided by the Reserve Bzt of Zimbabwe and CSO.



Table 3.3
ZIMBABWE

COUNTRY ECONOMIC REPORT
Imports (fto.b.) by Source of Foreign Exchange, 1983-1993.

(In Millions of US Dollars)

1983 1984 1985 1986 1987 1988 1989 1990 1991 1992 1993
Estimates

TOTAL IMPORTS 1086 1027 898 985 1049 1113 1323 1511 1700 1781 1462

Allocation I/ 543 431 337 406 367 410 408 353 273 262 201
Unrestricted OGIL -- -- -- -- -- -- 137 156 104
Restricted OGIL -- -- 19 46 66 83 77 114 22 13 15
Fuel 189 169 161 134 110 112 140 238 234 216 208
Export Revolving Fund/ESF 25 93 101 133 199 233 186 222 199 147 41
Export Retention Scheme -- -- -- -- -- -- - -- -- -- --
Export Promotion Program -- -- -- 28 62 56 58 27 -- --
Bonus Scheme Imports -- -- -- -- -- 25 21 20 19 -- --
Commodity Import Program -- -- -- 58 85 96 95 148 108 81 52

Grants -- -- -- -- -- 44 70 58 42 24
Loans -- -- -- -- -- -- 51 78 50 39 28

Other Official -- -- -- 19 42 32 45 54 64 53 126
ZIC Imports -- -- -- -- -- -- I1 48 49 69 58
Externally Financial Imports 264 254 239 130 155 11 176 180 418 236 185

Deftse 27 63 10 27 73 11 1 24 25 16 6
Transport Facility 49 10 14 5 11 -- -- -- 93 38
ADB Industrial Rehabilitation -- -- -- -- -- -- -- 27 21 11
Parastatal, Long Term -- -- -- -- -- -- 137 93 129 73 66
Private, Long Term -- -- -- -- -- -- 39 63 144 87 102

Non-Currency Involved imports -- -- -- -- -- -- 12 11 14 10 10
Migrants effects -- -- -- -- -- 20 19 17 12 13
Barter 13 33 41 50 65 50 48 13 2 -- --
lnternal Freight -- -- -- -- -- -- 27 34 49 50 41
Drought-related imports -- -- -- -- -- -- -- -- -- 382 237
ofwhich: Food -- -- -- -- -- -- -- -- -- 333 166

Non-Food 49 71
Other unclassified Imports 2/ 52 47 0 9 -69 -- -- -- -- I1 58

I/ Up to 1986 includes cash imports of cereals and adjustments for deferred use of allocations.
2/ Includes No-Currency-Involved imports, ZIC imports, and migrants's effects.

SOURCE: Data provided by the Reserve Bank of Zimbabwe
Ministry of Finance



ZIMBABWE Table 3.4

COUNTRY ECONOMIC REPORT
Imuports by Principal Commodities, 1932-1992

(In millions of US Dollars)

1982 19U3 1984 1985 1986 1987 1988 1989 1990 1/ Il9 1/ 12 I/

Food 14.0 21.4 67.1 32.0 15.0 14.3 26.4 n.a 42.0 19.8 318.0

ofwhich:maize& wheat 0.0 4.9 11.5 20.7 5.6 3.3 12.1 n.a 25.9 5.1 238.1

Tobacco and beverages 2.S 3.1 2.2 2.6 5.0 1.9 1.1 n.a 5.8 6.2 6.8

Crude Materials 50.0 40.6 33.7 46.9 55.8 62.9 102.1 n.a 69.2 96.6 107.0

Fuel and Electricity 235.9 221.3 206.5 213.5 143.7 140.2 148.1 n.a 288.1 268.1 261.0

of which: petroleum products 204.5 198.1 14.8 196.2 114.0 123.6 143.7 n.a 274.9 250.6

Oils and Fats 9.2 12.6 8.7 10.1 10.8 12.8 12.6 n.a 20.2 22.0 25.9

Chemicals 165.0 149.0 144.7 145.3 150.3 11.1 215.7 n.a 286.4 350.9 259.1

Machinery and Transport Equipment 581.0 361.4 300.2 259.5 360.3 370.7 360.4 n.a 690.2 382.1 808.4

Other manufactured goods 370.6 241.8 206.1 195.9 243.6 264.9 267.6 n.a 447.9 504.7 432.3

SUB-TOTAL 1428.6 1051.3 969.4 905.8 985.0 1043.8 1134.0 n.a 1849.8 2150.3 2219.1

Adjustments n2 42.8 23.9 24.9 16.1 28.0 24.1 32.1 n.a n.a n.a n.a

TOTAL 1471.4 1075.2 994.3 921.9 1013.0 1072.9 1166.1 n.a n.a n.a n.a

I/ On c.i.f. basis.
2/ Adjustment for insurance coverage and intemal freight in neighboring countries.

SOURCE: Central Statistical Office, Quarterly Digest of Statistics; Reserve Bank of Zimbabwe.



ZIMBABWE
COUNTRY ECONOMIC REPORT

DIRECTION OF EXPORT TRADE, 1983-1992 1/ TABLE3.5
(In pervent of totbl exports)

1933 1984 1935 1986 1987 1988 1989 1990 1991 1992
Esffnates

INDUSTRIAL
COUNTRIES 50.20 47.90 54.40 52.70 52.60 56.00 56.80 54.60 55.81 50.81

Belgium 2.10 1.70 3.40 3.20 3.70 2.20 1.40 2.50 4.14 2.45
France 1.60 1.80 1.30 1.20 1.10 1.10 2.10 1.60 1.50 1.38
Germany 7.70 8.60 9.90 8.60 10.20 9.30 14.80 11.80 10.57 6.89
Italy 5.20 5.10 5.90 5.90 4.40 6.60 6.20 4.60 3.58 3.73
Japan 6.30 5.20 4.60 4.60 5.00 6.90 10.30 5.50 6.87 6.13
Netherlands 3.50 1.80 3.10 6.10 3.70 7.40 1.70 4.30 2.99 3.23
Sweden 0.50 0.70 0.90 1.20 0.60 1.10 0.70 0.60 0.64 0.32
United Kingdom 11.60 11.10 13.00 12.30 12.90 11.40 7.90 10.90 13.79 11.36
United States 6.70 6.20 8.10 5.70 6.80 7.30 7.50 7.80 5.84 6.41
Australia 0.70 0.90 0.70 0.90 0.70 0.40 0.40 1.00 0.80 0.68
Austria 1.20 1.10 0.90 0.80 0.70 0.50 0.70 0.40 0.45 0.43 cx
Denmark - 0.30 0.40 0.80 0.70 0.40 0.70 0.50 0.72 1.02
Spain 1.80 1.90 1.40 1.10 1.10 0.90 1.60 1.50 1.77 1.77
Switzerland 1.30 1.50 0.80 0.30 1.00 0.50 0.80 1.60 2.15 5.00

DEVELOPING 33.00 33.40 28.30 30.10 27.90 28.50 29.40 32.10 30.97 33.62
COUNTRIES
Portugal 1.30 1.10 1.90 1.70 2.00 1.50 2.00 2.70 1.09 0.60
South Africa 18.70 18.30 10.80 12.40 9.80 9.80 9.40 8.90 10.25 13.62
Botswana 4.00 4.90 3.80 4.30 5.50 5.10 4.80 5.90 6.43 5.19
Malawi 1.50 1.30 1.30 1.20 1.50 2.90 1.40 4.80 3.31 3.22
Zaire 2.10 1.60 1.50 1.60 1.00 0.90 0.80 1.00 0.63 0.30
Zambia 3.10 3.30 3.90 2.90 2.80 4.40 4.20 3.50 3.56 3.84
China 0.80 2.10 3.80 2.80 1.60 1.20 3.90 1.60 2.97 3.47
Mozambique 1.50 0.80 1.30 3.20 3.70 2.70 2.90 3.70 2.74 3.38

OTHER 16.80 18.70 17.30 17.20 19.50 15.50 13.80 13.30 13.22 15.57

TOTAL 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00

1/ Excludes gold cxports.
SOURCE: Central Statistical Office, Quarterly Digest of Statistics; IMF, Direction of Trade Statistics.



ZIMBABWE
COUNTRY ECONOMIC REPORT

DIRECTION OF IMPORT TRADE, 1983-1992 Table 3.6
(la percent of total Imports)

1983 1934 1985 1986 197 1988 199/(1) 1990 1991 1992
Esimates

INDUSTRIAL COUNTRIES: 44.1 46.8 45.1 48.0 48.0 43.8 38.4 48.0 47.6 43.0

Belgium 1.0 0.8 1.5 1.1 0.8 1.2 1.1 1.1 1.2 1.2
France 4.7 4.2 3.3 3.3 3.7 3.1 2.9 2.1 3.0 1.7
Germany 7.4 6.9 6.9 9.9 8.7 9.5 5.8 7.3 9.4 6.4
Italy 1.8 3.1 3.0 4.3 3.0 1.7 1.8 2.2 2.4 2.1
Japan 4.8 5.3 3.9 4.3 3.9 4.0 3.0 4.6 5.4 5.3
Netherlands 0.9 1.8 2.5 1.6 2.8 2.7 2.3 2.0 1.7 1.5
Sweden 0.8 0.6 1.1 1.1 1.2 1.5 1.6 1.4 1.2 1.0
United Kingdom 11.5 12.0 10.4 10.9 11.5 10.8 9.3 11.5 15.3 12.0
United States 9.5 9.3 10.1 8.3 9.4 5.9 7.8 11.4 5.5 9.0
Australia 0.5 0.6 0.6 0.9 0.5 0.5 0.6 2.7 1.0 0.8
Austria 0.7 0.6 0.6 1.2 1.0 0.8 0.9 0.9 0.9 0.7
Denmark 0.2 0.5 0.4 0.6 0.7 1.0 1.1 0.5 0.4 0.6
Finland 0.3 0.5 0.4 -- -- -- -- -- -- --
Norway -- 0.6 0.4 0.5 0.8 1.1 0.2 0.3 0.2 0.5

DEVELOPING COUNTRIES: 43.7 42.4 44.3 39.4 39.3 40.3 39.4 38.1 39.9 36.5

Portugal -- -- -- -- -- -- -- -- -- --

South Africa 24.5 19.3 18.9 21.4 20.8 19.2 19.6 19.9 25.3 24.2
Botswana 4.2 3.2 2.7 4.7 5.7 8.1 5.4 3.5 3.1 1.4
Malawi 0.8 1.1 0.3 0.4 0.3 0.4 0.4 0.3 0.1 0.4
Zambia 2.2 2.2 2.4 2.6 1.5 -- 1.9 -- -- --
India -- -- -- -- -- 0.6 0.2 0.6 0.6 0.3

Taiwan 0.6 0.5 0.8 0.9 1.0 1.0 1.0 1.0 0.9
China, People's Republic of 0.2 0.4 0.9 -- -- -- 11.9 - -- --

Other(Petroleum)2/ 11.2 15.7 18.3 9.4 10.0 11.0 12.8 9.8 9.3
22.2

OTHER 12.2 10.8 10.6 12.6 12.7 15.9 13.9 12.5 20.6

100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

1/ From 1989 onwards , imports are on C.I.F. basis.
2/ Petroleum imports of unknown origin transported through South Africa.

SOURCE: Data provided by the Central Statistical Office; IU. Direction of Trade Statistics; and Staff estimates.



ZIMBABWE 
Table 3.7

COUNTRY ECONOMIC REPORT

Extemal Trade Indicators, 1982-93

1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 1992 1993

Estimates

Exports
Value (in U.S. dollarterms) 89.4 78.4 80.5 75.9 91.7 100.6 115.4 117.0 121.3 123.5 105.7 109.4

Percentage change .. -12.3 2.6 -5.7 18.7 9.8 14.6 14.6 1.4 1.8 -14.3 3.5

Volume 98.0 101.5 100.2 95.6 104.4 106.0 92.3 88.4 85.2 80.9 78.6 89.4

Percentage change 2.9 3.6 -1.3 4.6 9.2 1.5 -12.9 4.2 -3.7 -5.0 -2.8 13.7

Unit price (in U.S. dollarterms) 91.2 77.3 80.3 79.4 87.8 94.9 125.0 132.4 142.4 152.7 134.8 122.7

Percentage change .. -15.3 3.9 -1.2 8.7 8.1 31.7 5.9 7.6 7.2 -11.7 -9.0

Imports
Value(inU.S.dollarterms) 112.1 82.6 76.4 70.8 75.6 80.1 87.1 98.8 112.9 127.0 133.1 109.3

Percentage change .. -26.3 -7.5 -7.3 10.2 5.9 8.7 13.4 14.3 12.5 4.8 -17.9

Volume 133.0 111.5 112.6 111.6 107.0 100.8 105.2 118.1 129.5 151.3 156.0 136.0 o

Percentage chanp 7.7 -16.2 1.0 -0.9 -4.1 -5.8 4.4 12.2 9.6 16.8 3.1 -12.7

Unit price (in U.S. dollar terms) 84.3 74.1 67.8 63.5 70.7 79.5 82.8 83.6 87.2 83.9 85.2 80.1

Percentage change .. -12.0 -8.4 -6.4 14.9 12.5 4.1 1.1 4.2 -3.7 1.6 -6.0

Termsoftrade 108.3 104.3 118.4 125.1 124.2 119.4 151.0 158.2 163.4 181.9 158.1 153.0

Percentage change .. -3.7 13.5 5.7 -5.4 -3.9 26.4 4.8 3.2 11.3 -13.1 -3.2

SOURCE: Central Statistical Office; Reserve Bank of Zimbabwe; and staff estimates.



Table 4.1
ZIMBABWE

Country Economic Report
(USS '000)

Debt outstanding
Disburse Undisbursed Total

6801 1323 8125

98,040 7,817 105,857

180,269 -- 180,269

African Dev. Bank 315,839 161,075 476,914
African Dev. Fund 19,843 55,661 75,505
European Invest. Bank 195,487 196,699 392,187
IBRD 528,368 175,393 703,761
IDA 199,464 250,515 449,979
Other 48,207 51,115 99,324

Total multilateral loans
1,307,209 890,460 2,197,668
1,001,575 165,861 1,167,436

426,699 43,392 470,092

Total external public debt 3,020,592 1,108,850 4,129,444

Debt outstanding includes principal in arrears, but excludes interest
in arrears.
Government.



ZIMBABWE TABLE 4.2

COUNTRY FCONOMIC REPORT

Summry of Esteral Dett Dsta, 1911-93 at
(US S milli")

19o 1981 192 1933 194 195 1916 1967 193 1 10 I991 192 193

Externml debt tS(U Ss milli")

Disbiused nd outstanding debt 696 304 1,210 1,424 1,502 1,778 2,047 2.376 2,228 2,275 2,464 2,611 2,737 3,021

(DOD) b/
Bilaterahmulsilateal 101 163 308 402 485 696 922 1,247 1,268 1,329 1.508 1,642 1,393 2,309

Other / 595 642 902 1,021 1,017 1,081 1,125 1,129 959 946 956 969 894 712

Tol debt outastnding, including 781 1,558 2,094 2,327 2.235 2,520 2,S12 3,333 3,177 3,104 3,475 4,204 4,272 4,129

undibswed (TDO)
Bilateral/multilateral 161 427 666 1,008 1,019 1,271 1.531 1,909 1,938 1,965 2.417 2,915 3.298 3,365

Otherc/ 621 1,131 1.428 1,319 1,217 1,250 1,281 1,429 1,239 1,140 1,051 1,289 974 764

Comr,itmenta 171 1,036 737 735 163 135 205 365 299 350 415 963 659 322

BilaeraVmutilateal 140 303 276 407 117 135 141 169 213 122 385 530 643 293

Otherc/ 31 733 461 327 46 50 64 195 a1 229 30 388 16 29

Gma di_sbsetr s 132 340 537 635 253 244 222 270 246 327 297 385 673 623

Bilatal/multilateral 77 36 166 123 149 131 141 173 160 142 153 214 438 569

Othercl 55 254 370 512 104 113 81 97 36 135 139 171 241 54

Nddiet amnents 93 305 439 302 100 47 14 26 (20) 115 68 158 341 238

Bilateralmuldiateral 72 32 161 113 140 115 117 137 108 79 30 140 355 458

Other c/ 21 223 323 189 (40) (63) (103) (111) (123) 36 (I1) 19 (14) (170)

Na reorce transfers 82 274 397 200 (21) (79) (118) (104) (162) (17) (72) (79) 208 140

Blatallhnulilxtarl 72 32 161 113 140 115 117 137 108 79 30 140 355 453

Other c/ 10 192 236 37 (160) (194) (234) (242) (270) (96) (152) (219) (147) (318)

Public det erviee 50 65 140 435 274 323 340 374 409 345 370 464 470 4S3

Amortizedon 40 35 48 333 153 197 208 244 266 213 229 227 337 335

Interer4 10 31 92 103 121 126 131 131 142 132 141 237 133 143

Plblic debt arvice 50 65 140 435 274 323 340 374 409 345 370 464 470 483

Bilatral/muhilateral 7 'I 21 31 39 50 72 34 121 124 145 140 159 209

Other cl 43 54 120 405 234 273 268 290 2U 221 225 324 312 274

Disbuanement indicators

Undisbtred dewbt/DO b/ I1 48 42 39 33 29 27 29 30 27 29 38 35 27

Bilteral/multilateral 37 62 54 60 52 45 40 35 35 32 38 44 43 31

Otherc/ 4 43 37 23 16 13 12 21 23 17 10 25 8 7

Grmedisbtante/commit 77 33 73 36 155 132 103 74 82 94 72 40 103 193

Bilxra/multilateral 55 23 60 30 127 97 100 102 73 117 41 37 63 194

Otherc/ 173 35 30 156 225 229 126 50 106 31 468 44 1,460 84

Grossdisbutwman/undisbursed 77 30 36 39 24 27 23 24 20 25 24 19 30 35

debt and commitments d/
Bilateral/multiblteral 55 24 31 16 21 20 20 22 3 I8 IS 1 4 23 34

Other c/ 178 33 39 60 30 45 35 2S 23 36 62 35 71 50

NetdisbumemntU/grossdisbs. 70 90 91 43 40 19 6 10 (8) 35 23 41 50 46

Bilateral/multilateral 93 95 97 92 94 83 83 80 68 55 51 65 Sl Sl

Other cl 37 33 89 37 (33) (60) (127) (115) (14S) 19 (8) I1 (6) (315)

I/ Data in this sector refer to public medium and long term loans Loans with a mdurity of less than one year, and

grants are not included
b/ End of year
c/ Suppliers credits, loans from financial institutions, rxport credits, nd bonds only

d/ Gro diabursements as a percentage of undibursd debt (TDO-DOD) at beginning of year plus commitments during the year

SOURCE IBRD Debtor Reponing System, as of 09/26/94, based on data prorided by the Govenuent.



ZIMBABWE TABLE 43
COUNTRY ECONOMIC REPORT

Service Payments, Commitments, Disburseenis and Outstanding Amounts of External Pubik Debt
(USS 'eoo)

Debt outstanding at Transaetions during period Other Change
mid of period

Disbursed Including Commit- Disburse- Servce Payments Cancel- Adjust-
only Udisbursed enbts mnts Principal Interest Total btbns I/ mettt 2/

Actual

1980 695,616 731,137 170,76S 132,306 39,666 10,213 49,130 12,795 90,116
1931 14,456 1,557,302 1,035,318 339,553 34,559 30,722 65,211 101 (224,542)
19S2 1,209,605 2,094,20S 737,164 536,738 47,766 92,410 140,176 - (152,991)
1913 1,423,575 2,326,660 734,609 635,110 332,829 102,594 435,423 16,562 (152,765)
19S4 1,502,001 2,235,378 163,431 253,159 153,014 120,709 273,723 - (232,099)
1915 1,777,535 2,520,101 14,934 244,059 197,009 125,816 322,325 197 216,902
1916 2,046,569 2,811,303 205,431 222,000 206,413 131,137 339,551 1,400 199,26
1917 2,375,661 3,337,511 364,614 269,731 243,550 130,574 374,123 9,034 393,479
1988 2,227,564 3,176,666 299,201 246,423 266,447 142,078 406,525 13,169 (175,429)
1919 2,275,416 3,104,148 350,053 327,357 212,639 132,014 344,653 123,340 (86,091)
1990 2,464,036 3,474,395 415,053 297,256 228,195 140,777 369,672 31,199 215,738
I99l 2,611,223 4,204,400 967,645 315,301 226,915 237,361 464,276 31,322 20,116
1992 2,717,494 4,271,736 653,971 673,246 337,265 132,924 470,139 3,120 (251,250) _
1993 3,020,594 4,129,447 322,413 623,421 335,280 147,816 483,096 41,565 (37,356) W

Projected
1994 3,073,190 3,326,131 - 359,151 299,443 160,714 460,157 1,753 (2,119)
1995 3,051,169 3,510,793 - 239,017 315,331 155,2U4 470,623 -
1996 2,935,799 3,201,984 - 192,740 306,809 144,322 453,132 -
1997 2,749,291 2,909,734 - 105,744 292,248 130,726 422,974 - (1)
1993 2,535,593 2,623,736 - 72,252 235,951 116,2S6 402,207 - 4
1999 2,303,713 2,345,663 - 46,237 273,116 101,279 379,395 - (6)
2000 2.096,301 2,112,035 - 26,719 233,631 16,812 320,513 - 2
2001 1,310,172 1,317,555 - 7,850 224,4S0 74,0S2 298,562 -
2002 1,689,114 1,691,296 - 5,200 196,258 62,332 253,590 - 0
2003 1,513,447 1,518,456 - 2J175 172,141 53,002 225,U43 - 2
2004 1,369,303 1,369,311 - - 149,143 45,343 194,491 - (1)
2005 1,230,357 1,230,365 - - 133,947 39,057 178,004 - I
2006 1,094,355 1,094,163 - - 135,502 33,066 168,568 - _
2007 964,467 964,475 - - 130,388 27,119 157,507 - -
2006 845,657 845,664 - - 118,810 21,316 140,126 - 0

I/ Includes writeoffs; projected amounts in this column are amounts excluded from projections due to unknown terms.
2/ This columa shows the amount of awithmetc imbalance in the amount outstanding including undisbursed from one period to the next.

The most common cues of imbalances are chnges in exchange rates and trnsfers of debts from one category to another in the
table.

SOURCE: IBRI Debtor Reporting System, as of o9/26/94 based on data provided by the Governnent.



ZIMBABWE 
TABLE4.4

COUNTRY ECONOMIC REPORT

Central Government Budget Summary, 1983/84-1994/95
(In millions of Zimbabwe dollbrs)

Budget

1983/84 1984/85 1985/86 1986/87 1987/88 1988/89 1989/90 1990/91 1991/92 1992/93 1993/94 1994195

I Total revenue 1.944 2,131 2,519 2,954 3,661 4,203 5,195 6,728 9,015 10,023 12,754 14,500

Tax revenue 1,744 1,902 2,248 2,637 3,108 3,735 4,637 5,914 8,314 8,851 11,153 12,900

Nontax revenue 200 229 272 317 553 469 558 814 701 1,172 1,601 1,600

2 Total expenditure and
netlending 2,618 2,842 3,304 4,075 4,619 5,464 6,447 8,345 11,178 13,657 15,979 16,909

Current expenditure 2,223 2,438 2,905 3,530 3,815 4,420 5,263 6,830 8,732 11,613 12,995 14,783

Capital expenditure 209 203 221 293 485 537 607 858 1,200 1,423 1,724 1,777

Netlending 187 200 177 251 319 507 577 657 1,246 621 1,260 349

3. Budget deficit (-)
(excluding grants) (675) (710) (785) (1,121) (957) (1,261) (1,252) (1,617) (2,163) (3,634) (3,225) (2,409)

4 Foreign Grants I/ 94 186 107 107 124 90 138 232 413 740 923 977

5 Budget deficit (-) 
"

(includinggrants) (581) (524) (677) (1,014) (834) (1,170) (1,114) (1,385) (1,750) (2,894) (2,302) (1,432)

6 Extemal financing (net) 51 489 211 214 148 129 200 269 1,001 1,366 358 276

Utilization 182 632 410 512 476 456 566 635 1,900 2,582 1,721 1,810

Stocks and bonds issues I1 416 225 89 72 85

Loans 171 216 185 423 404 372 566 635 1,900 2,582 1,721 1,810

Amortization (-) 131 143 199 298 328 328 366 366 899 1,216 1,363 1,534

7. Domestic financing(net) 530 35 467 800 685 1,042 914 1,517 750 1,528 1,943 1,156

Banking system 206 (274) (223) 78 134 49

Nonbank 325 309 690 723 552 992

Note: Fiscal years July-June
I/ Total grants actually received in a given fiscal year. Not all grants are necessarily transferred to the

budget in the year in which they are received

SOURCE: Financial Statements; data provided by the Ministry of Finance, Economic Planning and Development, Reserve Bank of Zimbabwe; and staff

estimates.



ZINMIADWE TABLE 4.5
COUNTRY ECONOMIC REPORT

Ceatral Gavetumeut Revenue, 1I6334-149
(in mHliN of Zimbabwe dolars)

Buet
1963/84 19U4/5 19853 1917 1917/31 1989 I91/90 19"/91 1"1/92 192/93 193/94 159

Total revenue 1,943 2,132 2,519 2.954 3,661 4,203 5,196 6,728 9,015 10,024 12,753 14,500

Totad tax revenue 1,743 1,902 2,248 2,637 3,108 3,735 4,637 5,914 8,314 8,852 11,153 12,900
Taxeson income nd profits 802 902 1,067 1,356 1,666 1,865 2.323 3,133 3,831 4,965 6,157 7,500
Companies 317 323 367 492 680 679 836 1,088 1,314 1,755 2,303
Individuals 460 547 665 817 954 1,126 1,410 1,947 2,387 2,947 3,399
Other 24 33 35 46 32 60 77 98 130 263 455

Taxesonproperty 6 8 9 10 11 13
Taxeson pods&services 633 645 738 804 872 1,094 1,335 1,530 2,056 1,921 2,387 2,925
Sales tax 461 405 463 498 547 713 919 1,053 1,537 1,471 1,891 2,300
Excise duties 166 234 269 298 320 370 416 477 519 450 496 625
Liquor 117 167 194 214 233 271 357 398 352 365
Tobacco 31 43 48 51 49 61 69 3 60 77

Other 6 6 7 8 6 11
Taxes on international trade
Customsduties 290 321 400 433 511 700 877 1,122 2,267 1,828 2,425 2,255

Othertaxq. 13 27 35 34 4S 63 102 129 160 138 184 220

Total nontax revenue 200 230 272 317 553 469 559 814 701 1,172 1,600 1,600
Investmentand property 1/ 95 99 115 139 315 209 262 201 206 453 799
Feesandcharges 26 34 40 48 58 68 76 100 107 200 284
Sale ofstate property 17 177 17 15 7 16
Pension contribution 49 54 69 83 100 118
Othernontaxrevenue 15 26 30 33 73 57 221 312 181 519 517

1/ Figure in 1987/88 includes a transfer of profits from the Reserve Bank of Zimbabwe of ZSI 33.9 million, related to the sale
of certain foreign securities.

SOURCE: Financial Statements; data provided by the Ministry of Finance, Economic Planning and Development; and staff estimates.



ZIMBABWE Table 4.6

COUNTRY ECONOMIC REPORT

Central Government Expenditure and Net Lending, 19U3/84-1994/95
(in millions of Zimbabwe dollars)

Budget

1983/84 1984/85 1985/86 1986187 1987/88 19883h9 1989190 1990/91 1991/92 1992/93 1993/94 1994/95

Total expenditure and net lending 2,619 2,842 3,304 4,075 4,619 5,462 6,447 8,345 11,178 13,657 15,979 16,909

Current expenditure 2,223 2,438 2,905 3,530 3,815 4,420 5,262 6,830 8,732 11,614 12,995 14,783

Goods and services 1,053 1,112 1,346 1,761 2,285 2,700 3,260 4,193 5,048 6,641 7,866 8,959

Wages and salaries 621 682 825 1,064 1,517 1,740 2.139 2,912 3,396 4,087 4,682 6,200

Other 432 430 522 697 768 960 1,121 1,281 1,651 2,553 3,184 2,759

Interest payments 271 356 429 523 632 771 939 1,137 1,577 2,309 2,991 3,200

Domestic 191 258 280 357 452 567 707 841 1,093 1,671 2,111 2,070

Foreign 80 98 149 167 181 204 232 296 484 637 881 1,130

Subsidies 245 331 334 431 354 325 310 534 961 1,104 360 548

of Which parastatals 207 288 303 406 327

Transfer payments 654 640 797 815 544 625 754 967 1.146 1,560 1,777 2,077

Pensions 74 82 94 107 114 130 161 214 277 394 402

Grants to schools 279 307 387 359 53

Health 48 57 71 82 94 _

Other 253 195 244 268 284 0'

Capital expenditure 209 203 221 293 485 537 607 858 1.200 1,423 1,724 1.777

Buildings 91 87 74 106 179 281 290 412 597 519

Land development 15 22 26 46 81

Civil engineering 80 74 98 115 103 145 181 289 389 563 645

Plant. machinary. and equipment II 14 14 12 90 10 11 32 38 18 68

Othcerandunclassifled I1 7 9 14 32 101 124 125 176 322 390

Net lending 187 200 177 251 319 505 577 657 1,246 621 1.260 349

Long term loans 142 165 195 243 20)2 407 485 543 824 703 1,125

Investments 18 12 13 23 82 122 81 58 152 65 104

Short-termloans 26 24 (31) (14) 35 (24) 11 55 271 (147) 31

SoLURCE Financial Statements, data provided by the Ministry of Finance, Economic Planning and Development



ZDMBABWE Table 5.1
COUNTRY ECONOMIC REPORT

Monetary Survey, 1982-93
(In millions of Zimbabwe dollars)

End of period 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 1992 1993

Net foreign assets 1/ -58 -356 -131 -110 -91 76 254 212 -678 -2831 -4111 -3280Reserve Bank -66 -357 -109 -60 -30 136 323 288
Deposit money banks 8 1 -22 -50 -62 -60 -69 -75 ..

Net domestic assets 1853 2094 2033 2162 2683 2681 3232 3982 5441 8568 11077 12902
Domestic credit 1820 2090 2082 2295 2611 3073 3475 4379 6462 9250 12049 13711

Claims on Government (net) 557 507 467 367 359 689 676 857 1219 1237 2274 2156
Claims on public enterprises 491 555 624 904 989 741 820 887 654 644 520 533
Claims on private sector 773 1028 991 1025 1263 1643 1980 2635 4589 7369 9255 11022Other items (net) 33 4 -49 -134 72 -391 -243 -397 -1021 -682 -972 -809

Broad money (M2) 1730 1730 1999 2319 2448 2758 3486 4194 4764 5737 6966 9623
Currency 238 227 259 321 380 389 503 618 770 889 861 1191
Deposits 1493 1503 1741 1998 2069 2369 2982 3576 3994 4848 6104 8431

Demand deposits 549 520 653 688 724 776 1024 1171 1563 1848 2130 3675
Saving and time deposits 943 983 1088 1310 1345 1593 1959 2405 2431 3001 3974 4756

Net foreign assets valued at current exchange rates.

SOURCE: Reserve Bank of Zimbabwe, Quarterly Economic and Statistical Review; and data provided by the Zimbabwean
authorities.



ZIMBABWE TABLE 5.t
COUNTRY ECONOMIC REPORT

CONSOLIDATED ACCOUNTS OF DEPOSIT MONEY BANKS 19t3-94 /1
(i nmillion of Zimbabwe dollars)

1963 1964 I9s 196 1967 16 im 199 199 9m 19"3 1"4

December March June

Net foreign ss 12 -22 -50 -62 -60 -69 -75 -831 -1921 -2195 -2852 -2175 -2444
Foreign ste 28 23 22 43 44 55 75 106 248 524 488 1356 1437
Foreign libilities 16 45 72 104 104 124 150 937 2169 2719 3340 3531 3881

Reserves 161 169 208 217 230 313 3t5 485 764 1013 1194 1284 I361
Cureny 61 53 55 54 47 72 67 116 115 136 155 147 210
Balances withReserveBank 99 116 153 164 183 241 29S 369 649 877 1039 1137 1651

Net credit from Reserve Bank 30 192 667 589 273 -478 -1373
ofwhich: RBZbilIs 65 55 50 150 -1150 -2050

FCAs .35 -160 -118

NetclaimsonGovenunent 207 301 319 267 381 399 567 418 274 274 1124 886 726
aaimsonGovemonnt 219 314 363 335 482 519 700 582 464 469 1455 1253 1098
TreasuFybills 40 102 84 49 154 66 68 122 24 215 1059 858 924
Governmett tock 179 212 276 286 326 453 629 410 345 186 384 382 161
Loans and advances 3 4 50 95 88 12 13 133

Govemmentdposits 12 14 44 68 101 120 134 164 190 215 331 367 372 X

Netclaimsonpublicentepdise 394 477 659 796 658 725 t61 530 3U4 224 796 282 419
Claimsonpublicenteqrpises 394 477 659 796 658 725 861 645 502 406 1046 543 578
Lou mnd advances 361 410 555 668 499 644 717 503 492 215 226 136
AMA bils 2/ 11 48 60 94 94 27 70 57 5 27 480 261
Bankacceptances 38 14 37 32 66 55 74 66 5 164 340 142
Stock 5 4 a 2 1 1 4

Public iteaprise deposit 115 118 182 250 261 159

Claimsonprivatesector 839 974 1024 1116 1519 2004 2598 4213 7118 9106 10812 11219 11439
Lowns id advances 623 579 588 679 930 1182 1549 2U84 5680 7379 9040 10125 10784

Bills discomnted 172 166 128 174 224 435 342 1079 926 670 517 298
Bank acceptnes 217 224 270 310 416 531 510 895 194 551 930 444 121
Other investments 68 104 127 165 250 172 133 236

Otdieritems(net) -61 42 27 51 -912 1152 -1778 -2474 -3011 -3036

Deposits 1500 1726 1983 2041 2435 3083 3679 3943 4799 6054 8326 8966 10337
Danaddtposits 520 653 68t 724 t36 1103 1292 1610 1944 2216 3613 3509 3992
Timeandsavinpdeposits 980 1073 1295 1317 1599 1980 2387 2333 2855 3838 4713 5457 6345

/ includes commercial bmui dicow houss mnd accepting house.
2/ AMA, A5riculturd Maketing Ahourity.

SOURCE: Reserve Buik of Zimbabwe. Quwtuy Ecnomic end Stiatical Revies.



ZIMBABWE TABLES.3
COUNRTY ECONOMIC REPORT

Selected Interest Rates, 1980-1994

(In Percent per annum: end of period)

1980 1981 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 1992 1993 1994

DECEMBER JUINE DEC. JUINE DEC. MARCH

Rediscount rate 4 50 9.00 9.00 900 9.00 900 9.00 900 9.00 9.00 900 18.00 25.00 29.00 2900 28.50 28.50
freasury bills I/ 3.46 5.74 8.52 8.49 8 46 8.52 8 71 8 69 841 7.73 9.85 18.50 24.00 35.50 38.46 36 95 26.86

Call money (maximum) 3.75 7.65 8.00 9.25 8.50 8.25 9.25 8.25 7.65 700 7 35 18.00 22.00 30.00 35.00 28.25 28.50

Certificates of deposit
3-MONTH 4.00 9.35 12.13 12.63 10.25 9.33 9.63 10.10 9.60 8.85 10.60 25.50 32.50 37.00 40.00 29.00 2763
6-MONTHI 4.30 9.33 12.25 12.50 10.58 9.63 10.05 10.50 1000 9.00 10.60 28.00 33.00 37.25 3850 27 50 27.38
12-MONTH 12.25 12.75 11.88 1088 10.88 10.25 10 75 10.38 10.75 9.75 11.75 29.75 30.00 36.00 36.00 27.00 26.63
24-month 5.53 10.10 12.75 12.63 11 50 11.25 10.13 11.38 12.00 10.75 1175 31.25 30.00 35.50 3500 25.50 2450

Govenmment stock
15 years maturity 8.60 11.60 11.60 12.50 13.10 13.10 13,10 13.60 13.60 14.25 14.80 17.11 -- -- -- -- 17 4030yearsmaturity 9.75 13.25 13.25 13.50 1350 13.50 13.50 14.50 14.50 15.40 16.40 17.40 -- -- -- -- 17.40

Savings accounts
Commercial banks 3.00 7.00 7.00 7.00 7.00 7.00 7.00 7.00 7.00 7.00 9.00 14.00 16.00 18.00 18.00 18.00 18.00
Building Societies 3.50 5.63 7.75 7.75 7.75 7.75 7.75 7.75 7.75 7.75 9.25 14.00 14.00 14.00 14.00 14.00 14.00

Post Office Savings Bank 3.25 5.38 7.50 7.50 8.00 8.50 8.50 8.50 8.50 8.50 9.25 14.25 14.25 14.25 19.75 19.75 19.75

Fixed Deposits
Conmmercial banks

3-MONTH 3.38 8.85 11.63 11.88 10.13 9.25 9.63 9.16 9.38 9.37 9.25 16.19 26.80 31.00 3350 24.00 25.50
12-MONTH 4.40 8.00 11.63 11.48 10.50 10.13 9.75 9.88 10.00 9.60 11.00 16.75 24.75 28.50 33.50 2400 22.25
24-month 5.38 8.75 11.88 12.35 10.75 10.38 10.00 9.94 10.50 11.20 10.90 17.50 24.50 20.00 29.00 21.00 21.38

Post Office Savings Bank
12-MONTH 4.50 6.50 8.50 8.50 9.25 10.00 10.00 10.00 10.00 10.00 10.25 14.50 14.50 14.50 21.25 21.25 21.75

Lending Rates
Comsmercial banks (minimum) 7.50 7.50 13.00 13.00 13.00 13.00 13.00 13.00 13.00 11.50 12.00 17.25 20.00 20.00 29.50 28.60 29.00Commercial banks(weighted avg.) - - - - - - - - -- - - 28.96 32.70 39.30 41.80 31.80 -

Building Societies (housing) 7.75 13.25 13.25 13.25 13.25 13.25 13.25 13.25 13.25 13.25 13.75 17.00 17.00 17.00 18.50 18.50 19.00
Agricultural Finance Corporation

ShortTerm 8.00 12.00 13.00 13.00 13.00 13.00 13.00 13.00 13.00 13.00 13.00 13.00 21.00 21.00 21.00 21.00 21.00

1/ Average for91-day bills.

Source: Reserve Bank of Zimbabwe. Economics Depatment.



ZIMBABWE TABLE 5.4

COUNTRY ECONOMIC REPORT
Interoaffoaal Reserves, 1913-93

(In rmillioms of US. dollars, at end of period)

198 1984 1985 1986 1917 1988 1989 1990 1991 1992 1993

TOTAL GROSS RESERVES 187 156 210 216 264 258 177 219 299 302 511

Gold /I 112 III 127 110 98 79 82 70 68 81 79

IMF reserve tranche position - - - - - - - - -- - -

SDRs 6 2 14 6 23 1 - - - - I

Forcign Exchange 69 43 67 100 143 178 94 149 231 221 431

TOTALFOREIGNLIABILITIES 509 353 312 285 193 100 58 118 324 453 463

IMF Liabilities 200 256 265 234 156 70 29 7 - 226 293

Other short term liabilities 2 309 97 47 52 37 30 28 III 323 227 170

NET RESERVES -321 -197 -103 -69 71 158 119 101 -24 -151 48

MEMORANDUM ITEMS: 
-

'Gross Resrves(in onths of imports,f.o.b) 2 2 3.0 2.6 3.0 2.7 1.6 1.7 2.1 2.0 3.7

Gold (in millions of fine troy ounces) 0.590 0.700 0.770 0.540 0.420 0.400 0.450 0.380 0.411 0.502 0.457

End of period ExchangeRate(USS/ZS) 0.9046 0.6656 0.6093 0.5959 0.6013 0.5147 0.4405 0.3793 0.1980 0.1824 0.1442

Extemal Scchrities /3 0 124 66 38 55 -- - 10 - - -

I/ Gold national valution.
2/ Includes OGIL short-term facility, RBZ stand-by credits nd foreign baik deposits.

3/ External securities acquired by die R.B.Z. mainly from rcsidents in 1984.

SOURCE: Reserve Bank of Zimbabwe & IMF, International Financial Statistics.



ZIMBABWE TABLE 5.5
COUNTRY ECONOMIC REPORT

Assets of Selected Financial Institutions, 1980 -93

End of period 1980 1981 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 1992 1993

(In millions of Zimbabwe dollars)

Monetary banking sector 1823.9 2264.3 2547.9 2960.6 3321.3 3663.6 3936.2 4567.7 5516.5 6497.9 8106.4 12413.0 16851.0 21093.0
ReserveBankofZimbabwe 428.2 662.0 6959 1015.6 1006.9 10537 1158.5 1241 4 13708 1475.4 2177.6 4582.3 6111.9 7181.0
Discounthouses 101.3 110.2 104.7 131.1 168.0 140.3 124.4 194.1 281.3 321.5 292.9 301.3 715.7 1347.0
Commercial banks 980.9 1227.3 1438.9 1508.7 1792.7 2062.6 2251.2 2623.7 3189.9 3997.8 4756.9 6119.8 8062.0 10480.0
Accepting houses 313.5 264.8 308.4 305.2 353.7 407.0 402.1 508.5 674.5 703.2 879.0 1409.6 19614 2085.0

Financehouses 136.2 184.8 176.8 202.1 217.7 247.0 312.3 386.3 488.6 662.6 943.3 1458.7 1491.0 1498.0
Building societies 596.3 605.8 643.4 652.0 643.6 700.5 778.7 913.9 1163.8 1570.4 2256.5 2684.4 2915.6 3892.0
PostOfficeSavings Bank 287.9 348.2 426.2 481.6 649.7 841.0 1039.8 1213.1 1392.5 1591.9 1837.0 2294.4 2314.5 2977.0

Total assets 2844.3 3403.1 3794.3 4296.3 4832.3 5452.1 6067.0 7081.0 8561.4 10322.8 13143.2 18850.5 23572.1 29460.0

(In percent of total)

Monetary banking sector 64.1 66.5 67.2 68.9 68.7 67.2 64.9 645 64.4 62.9 61.7 65.8 715 71.6
Reserve Bank ofZimbabwe 15.1 19.5 18.3 23.6 208 19.3 19.1 17.5 16.0 14.3 16.6 24.3 25.9 24.4 so
Discount houses 3.6 3.2 2.8 3. 1 3.5 2.6 2.1 2.7 3.3 3.1 2.2 1.6 3 0 4.6
Commercial banks. 34.5 36.1 37.9 35.1 37.1 37.8 37.1 37.1 37.3 38 7 36.2 32.5 34 2 35.6
Accepting houses 11.0 78 8.1 7.1 7.3 7.5 6.6 7.2 7.9 6.8 67 75 8.3 7.1

Finance houses 4.8 54 47 4.7 4.5 4.5 5.1 5.5 5.7 6.4 7.2 7.7 6.3 5.1
Building societies 21.0 17.8 170 15.2 13.3 12.8 12.8 12.9 136 15.2 17.2 14.2 12.4 13.2
PostOffice Savings Bank 10.1 10.2 11 2 11.2 13.4 15.4 17.1 17.1 16.3 15.4 14.0 12.2 98 10.1

Total assets 100.0 100.0 100.0 100.0 1000 100.0 100.0 100.0 100.0 100.0 100.0 1000 100.0 100.0

SOURCE: Reserve Bank ofZimbabwe, Quarterly Economic and Statistical Review; and data provided by the Zimbabwean authorities.



ZIMBABWE Table 6.1

COUNTRY ECONOMIC REPORT
Consumer Price Indices of Urban High- and Low-Income Families, 1983-90 1/

Weights 1983 1984 1985 1986 1987 1988 1989 1990

High-income urban families
Foodstuffs 20.5 152.1 183.8 200.6 225.1 261.0 286.5 327.8 386.8

Drinks and tobacco 5.4 183.2 206.8 218.9 246.1 263.1 275.2 304.2 340.4

Clothing and footwear 7.2 144.2 156.5 183.8 211.3 240.4 267.7 308.8 376.3

Rentandrates 19.8 146.0 151.7 159.9 174.2 188.5 196.5 206.6 223.9

Fuel and light 2.9 206.6 245.1 252.6 354.8 359.7 360.7 391.1 428.3

Household stores 7.1 139.0 152.6 169.9 193.3 225.7 247.9 279.0 322.0

Servants' wages 6.1 227.6 256.4 283.8 336.6 364.9 377.6 411.2 452.5

Vehicle expenses 11.7 176.5 196.0 209.5 240.3 259.8 269.1 292.1 324.8

Miscellaneous 19.3 135.1 152.0 173.3 198.8 225.9 244.6 265.2 303.3

All items 2/ 100.0 158.0 177.7 195.3 222.8 247.9 264.5 291.7 331.3

Percentage change 16.4 12.5 9.9 14.1 11.3 6.7 10.3 13.6

Low-income urban families
Foodstuffs 54.9 159.1 198.8 212.3 240.1 276.0 300.2 343.0 406.3

Drinks and tobacco 5.4 217.9 247.0 264.9 297.3 315.0 327.8 357.4 400.1

Clothing and footwear 6.6 145.1 157.7 179.0 199.4 216.1 232.3 257.9 307.4

Rent, fuel and light 18.4 134.7 151.8 167.5 203.3 223.2 226.1 254.9 290.5

Household stores 4.6 132.5 152.8 176.3 194.7 216.1 237.0 256.8 297.9

Transport 4.7 152.6 167.6 180.4 213.6 220.6 249.2 262.5 314.3

Miscellaneous 5.4 107.8 131.1 150.4 167.8 186.2 202.0 224.8 261.7

All items 2/ 100.0 154.1 185.2 200.9 229.7 258.3 277.5 313.3 367.7

Percentage change 23.1 20.2 8.5 14.3 12.5 7.4 12.9 17.4

Average index 156.1 181.5 198.1 226.3 253.1 271.0 302.5 349.5

19.8 16.3 9.2 14.2 11.9 7.1 11.6 15.5

1/ 1980 = 100.
2/ percentage changes are over corresponding period of the previous year.

SOURCE: Central Statistical Office, Quarterly Digest of Statistics; and data provided by the Zimbabwean authorities.



ZIMBABWE Table 6.2
COUNTRY ECONOMIC REPORT

Consumer Price Index 1/, 1991-94

Weights 1991 1992 1993 1994 1994
Dec. Dec. Dec. Mar. June

(Index 1990= 100)

Food 29.2 139.3 240.5 293.1 315.6 330.0
Beverages and tobacco 9.8 146.7 216.7 261.3 271.9 290.3
Clothing and footwear 9.8 141.7 175.8 194.7 202.1 204.4
Rent, rates and electricity 18.7 132.0 186.3 226.2 234.2 234.9
Fumiture and household goods 7.2 138.4 178.1 208.2 217.3 234.4
Medical Care 2.8 124.8 160.6 182.0 452.4 457.7
Transport and communication 8.4 165.3 209.0 246.3 256.4 271.0
Recreation and entertainment 2.0 133.0 188.2 215.5 216.9 217.7
Education 7.6 137.2 196.3 215.7 230.7 231.7
Miscellaneous 4.4 124.0 161.3 186.9 195.0 210.5

Total Index 100.0 139.7 204.4 242.5 262.9 272.7 cs

(quarterly changes annualized in percent)

Food 29.2 51.3 47.0 15.4 34.4 19.5
Beverages and tobacco 9.8 41.5 11.5 6.1 17.2 30.0
Clothing and footwear 9.8 39.9 13.6 12.2 16.2 4.5
Rent, rates and electricity 18.7 9.6 120.4 12.8 15.0 1.2
Fumiture and household goods 7.2 41.0 13.6 13.3 18.6 35.4
Medical Care 2.8 15.1 3.3 1.7 .. 4.8
Transportandcommunication 8.4 88.4 4.1 17.6 17.5 24.8
Recreation and entertainment 2.0 7.2 -3.7 14.8 2.6 1.5
Education 7.6 0.0 -13.1 1.9 30.9 1.8
Miscellaneous 4.4 19.9 13.4 12.2 18.6 35.8

Total Index 100.0 35.4 33.1 12.4 38.1 15.8

Memorandum:
Changes in index
Monthly 3.6 4.3 1.3 6.3 1.4
12-month .. 46.3 18.6 23.5 23.6

1/ New overall index for all incomes.
SOURCE: Central Statistical Office.



Table7.1
ZIMBABWE

COUNTRY ECONOMIC REPORT
Volume and Value of Marketed Agricultural Crops, 1983/81-1992/93

(Volume in thousands of tons)

Intake Years 1/ 19U/S4 1984/S5 195/S6 1936/7 1937/88 198J/89 1989/90 1990/91 1991/92 99W193

Maize 617 942 1,S28 1,594 403 1,197 900 779 640 12

Cotton 167 250 298 253 233 325 264 183 252 275
Wheat 124 203 292 304 306 256 284 320 280 58
Tobacco 99 125 109 117 118 105 135 140 177 211

Flue-cured 94 120 106 114 128 120 130 134 169 201

Burley 5 5 3 3 2 3 5 6 7 10

Soya beans 74 90 85 83 103 123 138 102 112 43

Sorghum 5 21 82 70 4 14 9 6 1 22

Groundnuts (unshelid) 9 5 7 18 15 19 19 15 15 0

Coffee 10 I I I 1 14 12 13 15 15 20 5

Sunflowerseeds 5 9 14 20 23 46 46 44 51 10

(Value in millions of Zimbabwe dollars)
Maize 74 131 327 284 60 231 248 173 172 8

Cotton 83 138 193 184 175 258 233 210 355 371

Wheat 27 25 58 74 75 93 113 148 135 57

Tobacco 185 255 290 365 287 486 577 893 2,011 1,688

Flue-cured 118 247 285 358 279 472 559 868 1,962 1,626
Burley 7 8 6 7 8 14 18 25 49 62 CO

Soya beans 19 26 27 28 39 51 60 48 63 41
Suthum 1 3 14 14 1 2 2 2 0 18

Groundnuts(unshelld) 3 2 4 9 9 12 12 13 12 0
Coffee 21 32 44 74 35 39 54 41 73 IS

Sunflower seeds 94 114 118 147 157 187 207 314 65

1 3 4 7 9 19 23 20 30 10

Totl 2/ 507 728 1,079 1,1S4 846 1,377 1,527 1,862 2,850 2,274

(Unit Values in Zimbabwe dollars per ton)
Maize 120 140 179 178 150 193 276 222 268 625

Cotton 499 552 649 728 750 794 879 1,145 1,407 1,350
Wheat 220 249 200 244 246 363 399 463 520 985
Tobacco 1,866 2,040 2,660 3,122 2,436 4,629 4,266 6,387 11,351 8,014
Flue-cured 1,886 2,066 2,684 3,134 2,179 3,935 4,296 6,480 11,573 8,208
Burley 1,457 1,442 1,839 2,615 4,765 5,308 3,519 4,288 6,219 6,139

Soya beans 257 285 319 337 383 417 432 466 560 942
Sorghun 113 136 172 195 135 154 191 3S6 211 S05

Groundnuts (unshelld) 280 298 500 475 600 615 625 924 801 1,000

Coffee 2,155 2,992 3,851 5,474 2,983 3,064 3,685 2,774 7,726 3.680

Sunflower seeds 255 368 291 333 375 418 487 448 580 1,020

2/The year is April-March. Except for wheat, which is grown in the middle of the calander year(the Zimbabwean
winter). The sales in an intake year are of crops planted in the preceding year (the crop or growing year).

2/ Including mungav rapolko, edible dry beans, and rice fiom May 1984
These items are not shown separately.

Source. Ministry of Agriculture and CentraI Statistical Office, Quarterly Digest of Statistics.



TABLE 7.2
ZIMBABWE

COUNTRY ECONOMIC REPORT

Producer and Selln Prices of Princpal Agrkulhural Products, 1984/85-1994/95

(In Zbnbabwe dolars per netrik ton)

Intake years 1/ 1984/85 198S/86 1986/37 1987/38 19S8/9 1989/90 1990/91 1991/92 1992/93 1993/94 1994/95

Producer price

Maize(Class A) 140 180 180 180 195 215 225 270 550 900 900
Wheat (Class AS) 250 285 300 330 365 400 460 520 995 1,450 1,450
Soyabeans (Class B) 287 320 340 385 420 435 485 560 1,077 ... ...
Sorghum- red (Class A) 140 180 180 100 130 180 180 215 250 520 520

-while(ClassA) 140 180 180 180 195 215 225 250 350 520 520
Gromdnuts (shelted) 500 750 750 900 1,000 1,000 1,250 1,250 1,500 1,800 2,400
Coffee(Cl ss5)-prescribed2/ 1,700 2,200 4,000 3,000 .. .. 4,150 4,825 6,580 6,580 8.000

- fiual 2/ 2,695 5,445 5,143 ... .. .. .. 7,725
Cotton 570 670 750 800 850 925 1,170 1,350
Sunflower seeds 285 320 340 390 430 455 505 580 995 2.920 30

Selling price 3/

Maize (Class A/B) 177.00 222.00 222.00 222.00 245.00 285.00 305.00 360.00 1070.00
Wheat (Class AS/D) 285.00 323.50 358.25 390.58 425.53 480.00 550.00 660.00 1550.00
Soya bns (Class B) 332.00 361.50 405.60 449.22 516.64 535.00 575.00 660.00 2307.00
Sorghum - red (Class A) 167.00 239.00 239.00 281.97 .. .. .. .. 1000.00
Groundnuts (shelled) 625.00 .. .. .. .. .. ..

Memorandum item:

ExchangerateZS/USS(period average) 1.614 1.667 1.662 1.806 2.119 2.452 3.621 5.098 6.472

I/ The year is April-March. Except wheat, which is grown in the middle of the year.
2/ The prescribed price is an interim price set at the beginning of the intake season; the final price is the amount

actually received by the farmer, consisting of fte interim price plus or minus later supplementaries.
3/ Fron 1993/94 onwards prices are decontrolled.

SOURCE: Ministry of Agriculture.



ZIMBABWE TABLE7.3
COUNTRY ECONOMIC REPORT

Volume and Value of Livestock Slaughtering and Milk Production, 1982-92

1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 1992

(Volume in thousands head)

Cattle slaughtering 510.6 513.6 509.9 458.7 382.2 437.8 411.5 376.4 409.1 419.2 522.7

Sheep slaughtering 42.6 43.6 53.8 40.6 40.5 51.4 40.8 42.9 41.4 39.1 38.5

Pig slaughtering 188.5 210.1 162.9 147.5 154.3 185.8 198.1 206.1 207.1 201.0 207.4

Milk production 165.1 184.4 191.6 200.4 218.7 238.4 243.5 257.1 262.0 259.2 220.8
(in thousand tons)

(value in millions of Zimbabwe dollars)

Q;gttle slaughtering 144.8 147.5 163.5 148.9 144.2 209.7 228.9 234.7 272.9 363.8 447.9

Sheep slaughtering 1.3 1.8 1.8 1.4 1.5 2.1 1.7 2.3 2.4 2.3 2.2

Pig slaughtering 11.8 12.1 12.1 13.9 15.4 21.6 23.7 25.2 25.0 32.4 58.8

TotaL slaughtering 157.9 161.4 177.4 164.2 161.1 233.4 254.3 262.2 300.3 398.5 508.9

Milk production 46.3 51.6 66.2 78.1 86.9 94.5 101.2 120.0 132.4 145.8 233.1

SOURCE: Central Statistical Office, Quarterly Digest of Statistics.
Ministry of Agriculture.



ZIMBABWE TABLE 7.4
COUNTRY ECONOMIC REPORT

Livestock, 1983-93
(In thousands)

1983 1984 1985 1986 1987 1988 1989 1990 1991 1992 1993

Cattle 5,463 5,465 5,283 5,569 5,694 5,592 5,633 6,282 5,941 4,731
Communal lands 1/ 3,105 3,234 3,409 3,657 3,905 3,815 3,856 4,172 3,803 2,966
Commercial areas 2/ 2,358 2,231 1,874 1,912 1,789 1,777 1,777 2,110 2,138 1,765 1,566

Beef cattle 2,253 2,120 1,763 1,800 1,668 1,656 1,654 1,983 2,012 1,641 1,451
Dairy cattle 105 III III 112 121 121 123 127 126 124 115

Sheep 395 430 549 567 671 539 599 584 ..

Commujial lands 1/ 241 266 422 343 447 545 410 455 443
Commercial areas 2/ 154 164 127 120 126 129 144 141 113 105

Goats 1,060 1,497 1,584 2,162 2,317 2,368 2,575 2,539
Communal lands 1/ 1,013 1,445 1,564 1,916 2,090 2,234 2,290 2,466 2,433
Commercial areas 2/ 47 52 20 .. 72 83 78 109 106 34 35

Pigs 179 177 169 .. 216 238 304 293 305
Communal lands I/ 74 96 92 121 120 143 197 175 172
Commercial areas 2/ 105 81 77 96 95 107 118 133 110 96

1/ On December31.
2/ On March 31.

SOURCE: Ministry of Agriculture; Central Statistical Office, Quarterly Digest of Statistics.



Area Under Cultivation for Major Crops, 1983/84-1993/94 Table 7.5

(In 000,hectares)

Crop years 1983/84 1984/85 1985/86 1986/87 1987/88 1988/89 1989/90 1990/91 1991/92 1992/93 1993/94

Maize 1,356 1,429 1,314 1,211 1,300 1,198 1,152 1,101 881 1,238 1,401

Cotton 191 230 193 243 271 248 228 272 235 246 218

Tobacco 54 57 62 68 62 63 63 69 89 83 74
Flue-cured 50 54 60 66 60 60 60 65 81 75 67
Burtey 4 3 2 3 3 3 3 4 8 8 6

Soya beans 57 44 42 59 64 71 62 58 450 61 52

Sorghum 167 234 172 180 220 165 136 114 74 111 175

Unshelled groundnuts 151 133 138 202 225 191 311 218 169 146 114

Coffee 9 10 10 7 7 6 9 10 12 8

Sugarcane 33 33 33 31 32 34 36 33 23

Wheat 22 17 42 36 42 51 55 44 49 12 ..

SOURCE: Ministry of Agriculture.



ZIMBABWE TABLE 8.1
COUNTRY ECONOMIC REPORT

Volume of Manufacturing Output, 1983 - 93

1983 1984 1985 1986 1987 1988 1989 1990 1991 1992 1993

(volume indices (1980 = 100)

Foodstuffsandstockfeeds 126.9 119.4 113.6 125.6 131.2 129.7 131.5 144.1 147.2 150.1 123.2
Drinksandtobacco 90.1 86.8 94.8 95.6 107.9 117.3 113.8 129.9 133.8 134.3 126.6
Textiles and cotton ginning 108.8 124.1 175.0 190.4 196.2 202.7 208.2 216.6 226.2 176.5 192.5
Clothingandfootwear 109.2 99.5 111.5 106.6 119.5 120.2 137.7 145.0 148.9 124.5 127.8
Wood and fumiture 82.3 81.6 82.4 86.5 80.9 95.3 84.5 89.9 101.2 105.9 95.4

Paper,printing,andpublishing 106.2 95.0 111.7 112.5 119.2 121.4 131.7 136.6 143.7 143.0 149.6
Chemical andpetroleum products 121.4 112.2 121.8 121.8 119.3 130.8 146.0 158.8 159.4 138.1 129.6
Nonmetallic mineral products 105.4 99.0 104.7 124.6 140.6 140.7 151.7 161.2 170.5 157.7 129.7
Metals and metal products 94.8 89.4 100.5 98.2 95.1 100.4 106.2 111.4 113.5 100.6 82.4
Transport equipment 145.6 114.7 96.6 98.8 83.8 103.6 147.4 146.6 142.8 141.0 82.0

Other manufacturing 76.6 50.9 64.2 62.8 60.3 74.1 83.1 48.9 47.9 39.4 95.1 oo

Overall index (1980 = 100) 105.8 100.7 112.2 115.4 118.1 123.9 130.8 138.1 143.0 129.9 119.3

Rates of change

Foodstuffs and stockfeeds 2.6 -5.9 -4.9 10.6 4.5 -1.1 1.4 9.6 2.2 2.0 -17.9
Drinksandtobacco -1.7 -3.7 9.2 0.8 12.9 8.7 -3.0 14.1 3.0 0.4 -5.7
Textilesandcottonginning -8.4 14.1 41.0 8.8 3.0 3.3 2.7 4.0 4.4 -22.0 9.1
Clothingandfootwear -7.9 -8.9 12.1 -4.4 12.1 0.6 14.6 5.3 2.7 -16.4 2.7
Wood and fumiture 4.1 -0.9 1.0 5.0 -6.5 17.8 -11.3 6.4 12.6 4.6 -9.9

Paper, printing, and publishing -5.4 -10.5 17.6 0.7 6.0 1.8 8.5 3.7 5.2 -0.5 4.6
Chemical andpetroleum products 2.7 -7.6 8.6 0.0 -2.1 9.6 11.6 8.8 0.4 -13.4 -6.2
Nonmnetallic mineral products -3.9 -6.1 5.8 19.0 12.8 0.1 7.8 6.3 5.8 -7.5 -17.8
Metalsandmetalproducts -1.7 -5.7 12.4 -2.3 -3.2 5.6 5.8 4.9 1.9 -11.4 -18.1
Transport equipment -18.4 -21.2 -15.8 2.3 -15.2 23.6 42.3 -0.5 -2.6 -1.3 -41.8

Othermanufacturing 4.3 -33.6 26.1 -2.2 -4.0 22.9 12.1 -41.2 -2.0 -17.7 141.4

Overall index (l980 = 100) -2.7 -4.8 11.4 2.9 2.3 4.9 5.6 5.6 3.5 -9.2 -8.2

Source: Central Statistical Office.
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ZIMBABWE TABLE 8.2
COUNTRY ECONOMIC REPORT

Volume ard Value of Minerl Production, 1983-93
(Volume in units indicated)

1983 1984 1985 1986 1987 1988 1989 1990 1991 1992 1993 1/

Asbestos (thousand tons) 153 165 174 164 193 187 187 161 142 150 144
Chrome (thousand tons) 431 477 527 553 570 562 627 563 566 522 216
Coal (Thousnd tons) 3.326 3,110 3,114 4,047 4,831 5,065 5,111 5,504 5,616 5,548 4,842
Copper (thousand tons) 22 23 21 21 19 16 16 15 14 10 7
Iron ore (thousand tons) 924 925 1,098 1,115 1,328 1,020 1,143 1,260 1,137 1,181 353
Nickel (thousnd tons) 10 10 10 10 10 12 12 11 11 10 11
Cobalt (tons) 73 78 91 76 111 122 111 121 118 101 97
Tin metal (tons) 1,235 1,210 1,206 1,079 1,037 855 849 839 797 716 623
Gold (thousand fine ounces) 453 478 473 478 473 481 515 544 575 587 542
Silver (thousand fine ounces) 935 893 799 840 815 704 717 680 622 488 349

Overall volume index (1980= 100) 93 97 97 99 103 103 107 108 109 107 103

(Value in millions of Zimbabwe dollars)

Asbestos 69 81 85 86 98 98 134 145 196 348 435
Chrome 26 30 34 40 44 44 58 60 72 84 48
Coal 42 58 67 89 103 106 119 162 177 218 335
Copper 33 34 43 43 46 65 77 85 104 100 81
Iron ore 15 15 19 21 29 25 32 44 49 70 38
Nickel 43 60 73 61 73 198 284 236 354 354 328
Cobalt 0 1 3 2 1 3 3 5 8 20 11
Tin metal 16 19 23 11 12 11 16 13 16 21 21
Gold 194 214 241 293 350 380 414 505 753 1,022 1,147
Silver 11 9 8 11 16 13 8 8 14 19 14

Other 2/ 21 27 34 43 43 43 54 73 110 165 139

Total 470 547 630 699 816 985 1,197 1,336 1,852 2,429 2,731

(Unit value in Zimbabwe dollars per ton, unless otherwise indicated)

Asbestos 453 489 487 524 507 523 714 906 1,382 2,318 3,021
Chrome 61 62 64 72 78 79 92 107 127 161 321
Coal 13 19 22 22 21 21 23 30 32 39 69
Copper 1,523 1,489 2,112 2,102 2,452 4,019 4,892 5,743 7,507 10,412 10,959
Iron ore 16 16 17 19 22 24 28 35 43 59 107
Nickel 4,267 5,796 7,414 6,258 7,039 17,217 24,483 20,711 31,283 35,041 30,685
Cobalt 2,740 12,821 31,868 31,579 12,613 22,951 24,324 41,332 71,186 194,772 117,691
Tin metal 13,117 15,289 18,740 9,917 11,090 13,099 18,492 15,375 19,573 28,693 33,255
Gold (Zimbabwe dollars/fine ounce) 428 448 510 613 740 789 803 928 1,310 1,740 2,116
Silver (Zimbabwe dollars/fine ounce) 11 10 10 13 19 19 11 12 23 38 40

Overall unit value index (1980 100) 131 142 162 174 189 245 246 321 452 618 745

1/ From Januay to November 1993.
2/ Includes precious stones, phosphate, tantalite, magnesite, limestone, and lithium.

SOURCE: Central Statistical Office.



ZIMBABWE Table 8.3
COUNTRY ECONOMIC REPORT

Electricity Energy Produced and Distributed, 1983-93

(in millions of kilowatt hours)

1983 1984 1985 1986 1987 1988 1989 1990 1991 1992 1993

A. Total power distributed 7,467 7,455 8,092 8,499 8,714 9,038 9,433 9,680 9,869 9,014 8,892

From: Central grid 1/ 7,229 7,244 7,944 8,347 8,559 8,893 9,274 9,542 9,803 8,997 8,877
Noninterconnected thermal
stations 220 198 135 130 138 128 129 123 78 4 14

Other (net) 2/ 18 13 13 22 17 17 15 15 8 13 2

B. Less power generated domestically 4,382 4,538 5,023 5,988 7,744 8,026 9,416 9,153 8,472 8,187 7,185

From: South Kariba 3/ 3,734 3,458 3,097 3,155 2,506 2,659 4,176 3,582 3,111 2,966 1,688
Thermal stations 428 882 1,791 2,703 5,100 5,239 5,111 5,448 5,283 5,217 5,483
Noninterconnected thermal
stations 220 198 135 130 138 128 129 123 78 4 14

Net imports(A-B) 3,085 2,917 3,070 2,511 970 1,012 2 527 1,417 827 1,709

1/ Drawings from the grid of the Central African Power Corporation.
2/ Net imports from noninterconnected sources.
3/ Power generation from South Kariba is Zimbabwe's share, but it is fed into the Centrat African Power

Corporation grid.

SOURCE: Central Statistical Office, Quarterly Digest of Statistics.
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