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PROGRAM FOR MR. LEWIS PRESTON'S VISIT TO ZIMBABWE
FEBRUARY 10 TO 13, 1992

Monday, February 10, 1992

16.00 hours Arrival at Victoria Falls by chartered plane from Lusaka.

- Visit Falls (on foot).
- Night at Victoria Falls Hotel.

Tuesday, February 11. 1992

(Separate program for Mrs. Preston for afternoon)

09.00 hours Departure for Harare by chartered plane

10.30 hours Arrival Harare.

- brief statement to the press;
- answer press questions.

11.30 hours Check-in at Sheraton Hotel.

12.00 for 12.30 hours Luncheon with GOZ officials to be hosted by the Bank at La
Chandelle, Sheraton Hotel

14.15 - 15.15 hours Private Meeting

15.30 - 17.00 hours Meeting with ZABO private sector managers - CFU
Conference Room, Agriculture House.

18.00 hours Reception hosted by GOZ, VIP Lounge, Harare International
Conference Centre

20.30 hours Dinner at Poortmans' house.

Wednesday, February 12, 1992

08.00 hours Visit Resident Mission and meet staff (informal). Coffee, tea
& pastries in the Conference Room.

08.30 hours Depart Harare for Concession

09.30 - 10.00 hours Courtesy call and briefing by Governor Gorejena

(Mashonaland Central)

10.30 - 11.30 hours Howard Hospital (Mrs. Preston only)

10.40 - 11.15 hours Mwenje Rukunzuwo Irrigation Scheme (Mr. Preston only)

11.50 - 12.35 hours Kanhukamakwe School (Education/Forestry and Family
Planning activities)



13.00 - 14.00 hours Lunch, Glendale Country Club

14.15 - 15.00 hours Sachel Farm (Horticulture)

15.15 - 16.00 hours Glendale Spinners (Textile Factory)

16.00 hours Depart for Harare

19.30 hours Dinner for Mr. & Mrs. Preston hosted by Minister Chidzero
at Sheraton Hotel, Msasa Room

Thursday, February 13, 1992

(Separate program for Mrs. Preston for morning)

08.00 hours Briefing at Sheraton Hotel by Bank staff

08.30 hours Meeting with Senior Minister of Finance and other economic
(Mr. Preston) ministers.

- Topic: Structural Adjustment

10.30 hours Meeting with President Mugabe
(Mr. Preston)

12.30 hours Luncheon with representatives of local press, Hungwe Bar,
Sheraton Hotel.

15.00 hours Departure for Johannesburg by Air Zimbabwe (UM365).

16.45 hours Arrival in Johannesburg.



PROGRAM FOR MRS. PRESTON
FEBRUARY 11 (P.M.) AND FEBRUARY 13 (A.M.)

Tuesday, February 11. 1992

12.15 hours Luncheon with Bank staff at Sheraton Hotel (Presidential
Suite)

13.00 hours Visit to National Art Gallery

14.00 hours Visit to World Bank Low-Income Housing Schemes in/around
Harare (Budiriro and Glen Nora)

- stands
- housing
- community facilities.

17.00 hours Return to Sheraton Hotel.

Thursday, February 13, 1992

08.00 hours Depart (by road) on field trip focussed on issues related to
women in development in Murewa area.

- meet with women's groups
- visit vegetable gardens/group plots.

12.00 hours Return to Sheraton Hotel.

12.30 Join Mr. Preston for the Press luncheon.



Wednesday. February 12, 1992

08.30 hours Depart Harare for Concession

09.30 - 10.00 hours Courtesy call and briefing by Governor Gorejena
(Mashonaland Central)

10.30 - 11.30 hours Howard Hospital (Mrs. Preston only)

10.40 - 11.15 hours Mwenje Rukunzuwo Irrigation Scheme (Mr. Preston only)

11.50 - 12.35 hours Kanhukamakwe School (Education/Forestry and Family
Planning activities)

13.00 - 14.00 hours Lunch, Glendale Country Club

14.15 - 15.00 hours Sachel Farm (Horticulture)

15.15 - 16.00 hours Glendale Spinners (Textile Factory)

16.00 hours Depart for Harare





Development News-Daily Summary

This summary is prepared by the Information & Public Affairs Division of the World Bank. All material is taken
directly from published and copyrighted wire service stories and newspaper articles. Accordingly, external distribution
or reproduction in any form is prohibited. Friday, February 14, 1992

LEWIS PRESTON MEETS WITH SOUTH AFRICAN LEADERS. Nelson Mandela's
African National Congress yesterday thanked the World Bank for staying out of
South Africa, after a meeting in Johannesburg between ANC leaders and World
Bank President Lewis Preston, Agence France-Presse reports. ANC President
Mandela, economics chief Max Sisulu, Secretary-General Cyril Ramaphosa and
other ANC leaders met Mr. Preston soon after his arrival in Johannesburg from
Harare, Zimbabwe. AFP also reports that Mr. Preston met with South African
Finance Minister Barend Du Plessis this morning. No details of the breakfast
discussion were released and a government spokesman said there would be no
statement as Mr. Preston regarded the visit as unofficial. Mr. Mandela
expressed gratitude to Mr. Preston at a dinner meeting Thursday for the World
Bank's "non-engagement with the apartheid regime." Reuters reports that Mr.
Preston said before flying to South Africa yesterday that he hoped his trip
would increase understanding on all sides on the need for preparatory talks
before the Bank resumed operations there.

BANK OPTIMISTIC ON ZIMBABWE. Top World Bank officials predicted
yesterday that Zimbabwe would receive a positive response from aid donors at a
consultative meeting in Paris next week on the country's economic reform
program, Reuters reports. World Bank President Lewis Preston told reporters
he had been impressed in talks in Harare on the "unanimity on the importance
of the successful completion of the program." 'If anything is a plus, it's
the depth of the commitment to the economic structural adjustment program
here," Mr. Preston said. "There will be questions about the land reform
program, about civil service reform, if they have done enough contingency
planning for the drought, but I think things are going to go very well at the
donors' meeting in Paris," he added. Stephen Denning (AF6DR) said there was a
consensus on the principles for land reform, which he said had been discussed
at length and in depth at the 1991 Paris donors' meeting.

KARAOSMANOGLU: GATT AGREEMENT IS IMPORTANT. Attila Karaosmanoglu (EXC)
said yesterday it was urgent to reach agreement in the Uruguay round of global
trade talks because failure could stifle world economic growth, Reuters
reports from a meeting of the United Nations Conference on Trade and
Development (UNCTAD) in Cartagena, Colombia. "Failure at this juncture to
make significant progress could postpone by many years much needed benefits.
It could also degenerate into greater discord and further restrictions, which
at worst could stifle growth in industrial and developing countries alike,"
Mr. Karaosmanoglu said.

BANK NAMES NEW TREASURER. Jessica Einhorn yesterday was appointed
treasurer of the World Bank, succeeding Donald Roth, who is leaving for the
private sector, the Financial Times (p.5) reports. She is the first woman to
achiev-e this rank through internal promotion, the story says.

IFC MAKES HEADWAY IN LATIN AMERICA. IFC is making important headway
encouraging commercial investors to lend more money to Latin America in the
1990s, the Journal of Commerce (p.2A) reports. This year, IFC will double the
volume of its syndicated commercial loans to Latin America's private sector to
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some $600 million, officials say. Participants in these loans are mostly
European banks willing to make long-term loans in the region, unlike their
U.S. counterparts, according to Everett Santos (CL2DR), the story says.

FINANCING A GREEN FUTURE. Representatives from 24 countries today will
discuss in Geneva the future of the Global Environment Facility--a pilot
project that could eventually form the foundation for effective global action,
the Financial Times (p.5) reports. Participants will review ways of
developing the GEF beyond the initial three-year pilot phase which expires in
1994. In a side bar, the FT also reports that developing countries will need
as much as $125 billion a year to introduce the measures likely to be approved
at the United Nations Earth Summit in Rio de Janeiro in June. Maurice Strong,
secretary-general of the summit, said that some of this would come from
existing aid programs but new money of $75 billion a year would also be
required. He added that these figures were likely to be confirmed by the
World Bank's forthcoming World Development Report, and could be achieved if
industrial countries fulfilled their proclaimed aid targets.

WORLD BANK URGES MANILA TO CRACK DOWN ON SMUGGLERS. The World Bank is
pressing Manila to take stronger action against smuggling, Reuters reports.
More than $1 billion of goods are smuggled into the Philippines every year,
notes the Wall Street Journal (p.A8).

PERU RECEIVES IMF PRAISE. IMF Managing Director Michel Camdessus has
praised the success of Peru's 18-month-old structural adjustment program as
"an example for many countries around the world," the Financial Times (p.5)
reports. But he warned that continuing international support for Peru's
efforts would depend on substantial improvements in tax collection levels.
Mr. Camdessus also stressed the dangers of "adjustment fatigue," both for
Peruvians suffering the direct consequences of economic stabilization and for
those abroad supporting it.

YELTSIN TO 'CORRECT' ECONOMIC REFORMS. Russian President Boris Yeltsin
will issue a decree in the next few days to "correct" some economic reforms,
Agence France-Presse reports. The Russian leadership has "confirmed its
adherence to the strategic line of reforms," but Yeltsin's impending decree
will correct those reforms in the fields of taxation, prices, loans and social
protection, the account says. The European Community plans to draft a common
strategy for aid to the former Soviet republics in time for a key meeting in
March, Reuters reports. A strategy paper to be presented at that meeting will
set parameters for future financial transfers and structural assistance to the
Commonwealth of Independent States. The paper will also be discussed at the
IMF's spring meeting. Separately, Reuters notes that Ukraine's insistence on
servicing its share of former Soviet debts independently could endanger the
EC's aid to the CIS. Growing opposition in Russia to economic reforms has
sparked some concern at the IMF and raised fresh questions about the country's
ability to westernize its economy, Reuters reports. Reuters also notes that
the United States and its allies are close to striking a deal on how best to
smooth the entry of the CIS into the IMF. The Group of Seven looks likely to
agree to give the states of the former Soviet Union a combined stake of some
4.25 percent in the IMF and a seat on the Fund's board, the account states.
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WORLD BANK PRESIDENT FINISHING VISIT TO ZIMBABWE.

HARARE, FEBRUARY 13, 1992. Mr. Lewis Preston accompanied by Mrs Preston is

finishing a three day visit to Zimbabwe today. Their visit is part of a familiarization trip to

Southern Africa and it has given the new president of the World Bank a chance to meet with

His Excellency, President Robert Mugabe as well as the Senior Minister for Finance,

Economic Planning and Development,Dr. Bernard Chidzero and other members of the cabinet

and senior civil servants. In addition he met with leaders in the private sector. Mr. Preston

took advantage of his stay in Zimbabwe to see conditions in the country first hand, touring a

rural area, and seeing the devastating effects of the on-going drought in the country. In

addition, Mrs. Preston toured an urban development area financed by the World Bank and

visited some women-in-development projects.

Mr. Preston was very impressed by the dedication of the Government and the people

to the economic reforms now being undertaken. He said that the World Bank "vigorously

supports" the Government's program and that he hoped that his visit would encourage other

donors at the Consultative Group Meeting in Paris next week to join with the World Bank and

other multilateral agencies in providing finance for the reform effort. He pointed out that the

drought would add to the country's assistance needs. Commenting on land reform efforts in

Zimbabwe, he pointed out that the Bank agreed on the need to redistribute land to peasant

farmers, but this needed to be done in a way that would not discourage future investment in

the country.



This news item appeared on Page 4 of the

FINANCIAL GAZETTE (ZIMBABWE)

Thursday, February 13, 1992

Maize shortage linked to
more than just drought

A RELENTLESS drought has The country mills roughly an exaggerated figure, because it farmer to diver
devastated Zimbabwe this sea- 110 000 tonnes of maize every seems likely that many commer- sify into other
son, and a combination of events working month. It is used for cial farmers will hold back maize crops. This was
and decisions have resulted in the roller meal, super refined meal or for domestic use and for stock a crass decision.
country having to import food, straights. This feeds the urban feeds rather than sell with the A maize sur-
Some may contend that this is population, ,the commercial possibility of not being able to plus cannot do
nothing to be ashamed.of, but I farming areas and an unquantifi- buy back. It is, after all, in their Zimbabwe any real harm, partic-would argue that it is cause for able percentage of communal best interests to look after their ularly given the potential to turnembarrassment. It is also cause land dwellers. A great deal of own people. The comrmunal it into products other than meal.
for considerable anxiety. maize is stamped in the com- farmer, too, will hold back his Maize can be used for ethanol

The impending maize shortage munal lands and this never own requirements, rather than production and margarine. Itis linked to more than the enters into the cash economy, chance not being able to buy could be used to increase stock
drought. Politics also play a part. The danger this year is that, roller meal. feed production, in turn increas-
as does our incompetent, because communal land produc- According to the Commercial ing the size of the national beefbureaucratic c ivil service. tion is likely to fall far short of Grain Producer's Association, herd and our exports to the Eu-In 1981, the Grain Marketing expectations, the 110 000 tonnes we will be short of between ropean Community. All that isBoard paid the farmer $120 for a month required will be insuffi- 25 000 and 30 000 tonnes by needed is a realistic price.every tonne of maize delivered. cient to feed the increased de- April this year, including the im However, all that may be con-Ten years later, the price had ris- mand from the communal lands, portation of maize from South sidered in the future. The im-en a mere 125 percent to $270 and the nation as a whole. It is Africa. This means the nation mediate problem facing Zim-a tonne. This hardly matches difficult, if not impossible, to needs maize from April 1992 babwe is more axiomatic: howthe phenomenal rise in the cost predict by just how much de- through until at least April 1993. are we going to get It. all into theof inputs over the same ten mand will increase, but it seems This will mean that we will have country? It is unlikely that Southyears. h unlikely that it will be by less to import 600 000 tonnes of Africa will be able to feed Zim-Why has this been? Com- than 20 percent. maize at a figure of about $900 babwe. They, too, are in themunal land maize production is This would mean that we a tonne, landed in Bulawayo. midst of the very same droughtone of Zimbabwe's success sto. could run out of our own maize This would take us through to - and they have over 38 millionries. Maize production from sometime in or around April this April- 1993, according to. Mr mouths to feed. It seems likelythese areas often equals or ex- year. By then, a trickle of maize Richard Amyot of the Grain that the entire region will beceeds commercial farm produc- can be expected to reach the Producer's Association. looking at importing maize.tion and this has meant that the GMB before June, which is the This predicament need never -Reliable population figurescountry was able to feed itself traditional period for commercial have arisen. The primary cause from Angola ano Mozambiquefrom the communal lands. It farm deliveries, of the problem is the totally im- would be difficult to find, but itmay seem callous, but by keep But how much maize will be practical maize price. Droughts is likely that there are betweening the price of maize at sub- delivered into the marketing sys- do come, but the nation has had 60 and 80 million people ineconomic levels. the government tem, given the crippling effects of three reasonable seasons. As a Southern Africa, of which abouthas encouraged commercial the drought? direct result of the policies fol- half arerobably going to befarmers to diversify out of maize Let us assume that the lowed by the Ministry Of hungry unless serious planning,and into other, exportable, crops. 604 000 tonnes delivered to the Agriculture, we now have a sit- and funding, takes placeThe other side of the coin, of GMB this season, comprises the uation where commercial farm- immediately.course, is that government was total delivery for the 1991/92 sea- ers no longer see maize as a via- Let us assume, for the sake ofwilling to let communal farmers son. We probably have a given ble crop. In effect, government argument, that at best we can im-feed the nation for a pittance. a capability of about two million is asking farmers to invest money port 100 000 tonnes of maize aThis is perhaps too subtle a poli- tonnes, with bard work and ex- to break even, at best, and cer- month into Zimbabwe. Thiscy to at first seem obvious, but cellent rains. However, now we tainly to lose money in a drought would mean that our road andthere can be no other explana- are beset by a devastating situation. railway network would be fullytion in view of the end result. drought,. where most of the The government.is aware that occupied, with trains travellingIn political terms, it has to be maize looks very poor, and at Zimbabwe is . susceptible to between Welkom in the Orangeargued that the low maize price least 20 percent will likely be droughts. They have seen this in Free State and Zimbabwe,,has enslaved the people in the completely written off. their I I years of power. without breakdowns, strikes orcommunal lands. The communal Let us suppose that we deliver However, they have engineered other disruptions. Clearly, this isfarmer, and his family, are reli- at the most 300 000 tonnes this the communal land farmers into an impossible dream.ant on agriculture for survival. year - and even that might be producing the bulk of the coun- However, if South Africa can-Without the ability to acquire try's requirements, while leaving not provide maize, we will havecapital, or the right to have te- B the commercial to haul it from Durban, Beiranure, maize has been his salva- By and Maputo. The corridorstion - and he must perforce ___________ through Mozambique, on theirgrow it at whatever price Gukurahundig*v"n"

ment deems suitable.
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MAIZE SHORTAGE LINKED TO MORE THAN JUST DROUGHT (CONTINUED)

should not be obliged in any way The motives behind acquiring
to starve himself or his relations land remain unclear, but politi-

own, would not be able to cope. took place in this country after in order to feed anyone else. cal expediency is probably the
This means a substantial in- independence. It seems evident Patriotism has its limits, main cause. Zanu (PF) realises

vestment in locomrtives and roll- now that after the initial success. One also needs to question that it is fast losing its mass ap-
ing stock would be required to es, something went awry. government's motives for the peal. It also knows that its rural

get us through the drought. It There are vitally important les- Land Acquisition Bill, said to be support has traditionally been
would not be an improvident in. sons to be learned from the going through Parliament early stronger than its urban support.
vestment for government to present drought and the impend- this year. Just how judicious is It would seem that it believes

make because, for instance, ing maize shortage. The first is this, given the fact that we al- that what the people want most

roughly a million citrus trees that stockpiles are a necessity. It ready have a food crisis? I say is land - after all, this was

have been planted in Zimbabwe is now evident that at least one "motives" with good cause. I perhaps the major issue during
over the last couple of years. In year's supply should always be have stated before that commer- the liberation struggle. However,
five years' time, when these trees retained rather than selling maize cial farmers have arguably done that struggle is 11 years behind

start to bear fruit, thousands of for foreign currency. This is short more for Zimbabwe's develop- us and a lot of water has passed

lorries will be required to move term expediency and while it is ment than any other sector in the under the bridge, leaving the or-

this produce to the coast. unpleasant to watch millions of country. There is not a person dinary people fighting off the

The prospect of importing that people starving in Mozambique, who is not dependent on, or af- draconian and debilitating effects

amount of maize is daunting. it is still more unpleasant to fected by, the spin-offs of com- of Esap. The average individual's

Even without NRZ strikes, it watch millions of our own pe mercial agriculture. priorities have shifted dramatical-

does not seem possible that the ple going hungry. Those who at- As a bloc, commercial farmers ly, even in the last year. He now

national fleet and the railways tach noble sentiment to our sell- are the largest, employers of wants work and money above all

will measure up to the task. ing of maize are being too bene- labour, after government, in else.
Rapid development, while ur- volent: it was done for money. Zimbabwe; tobacco is the single The drought has shown us the
gently required, would come far The other lesson that we most important export crop we visible calamity that results from
too late for the NRZ to transport should have learned is that the have, and it would be foolish to frustrating the commercial farm-
the required tonnage of foodstuffs. commercial farmer is indispens- believe that we are not depen- ers' efforts to make a profit -

Far too many people are ex. able to a prosperous and full- dent upon it. The benefits to and profit and greed are not syn-
ining away the looming crisis bellied nation. Had the price Zimbabwe of a viable commer- onymous because even socialists

., mere bad management. While been viable, we would not now cial farming sector, are too cannot run businesses at a loss.
this is a factor, there is more to have a maize shortage. Those numerous to list. It would be a great pity if the
the problem than the inefficien- ministers who attribute selfish. What reasoning, when we are land Bill were passed unopposed,
cies of government and its lack- ness to commercial farmers for in the clasp of perhaps the worst for then we would see the real
lustre parastatals. There is also growing crops other than maize drought in history, persuades and final affliction. It is indeed
the obduracy of government are being grossly unfair. government that it should take unfortunate that those other
policy that deliberately econom- It is a naive person who ex. commercial farmland for resettle- crops that invisibly prop up the
ically enslaved the communal pects people to lose money out ment? Why disrupt the very peo- nation do not feed us. For
land farmer in order to subsidise of some ill-defined patriotic duty. ple who keep Zimbabwe afloat? without tobacco, beef, coffee,
the urban dweller. One keeps Commercial farmers, lest anyone If the government believes that soya, wheat and, yes, even
returning to this disturbing issue, lose sight of the fact, are mining and manufacturing will produce and flowers, Zimbabwe
but for what other reason would businessmen, too. Their business be able to fill the financial breach is no more than another Zambia
the GMB pay a paltry $270 a is to produce crops and livestock created by depleted agricultural or Tanzania.
tonne, knowing that a drought for a profit, just as the factory output, they are sorely mistaken. It is not true that in Africa,
would necessitate the importa. making furniture does so for a Besides, there is no small amount land is prosperity. Only produc-
tion of the nation's staple food at profit. This is how countries of double standards lurking be- tive land, with constant and sub-
$900 a tonne? It cannot, by even progress and become prosperous. hind this insidious Bill - a Bill, stantial injections of capital, can
the most munificent, be attribut- If we've taken in anything it should be remembered, that give us that; and resettled com-
ed solely to penny pinching. from this experience, it is that the contravenes basic human rights. munal land farmers are bereft of

Over the years, a great deal communal land farmer dan only Last year, in The Financial capital. Why? Because this
has been written about the polit- feed the'nation in fair weather Gazette of October 24, 1 men- government, like all earlier
ics of food. It is a major issue, conditions. When the wheels fall tioned that the new elite have so governments, has denied them
and we should not forget that off, he keeps what little he has far acquired eight percent of the access to wealth by refusing se-
President Mugabe was the for himself. That is fair; he nation's commercial farmland. cure tenure or title and thus, the
recipient of an important and not The figure warrants repeating be- ability to develop what is right-
insubstantial prize for Zimba. cause one wonders how much of fully theirs.
bwe's ability to feed herself not that land is to be gratuitously

too many years taken.
ago. The prize
was awarded
primarily be-
cause of the
increased maize
production thai
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Disaster looming as
drought takes toil

THE agricultural industry, which is ex- He predicted supplies from the com- imports were likely. improved.periencing the worst drought in living munal areas, which export their surplus "Sugar is in a disastrous situation," he Grazing and water problems were ag-memory, is in such a critical state that to the Grain Marketing Board (GMB), said, with the main southeastern reser- gravated by growing shortages ofthe country has no choice but to import would drop to about 10 percent of last voir, Zimbabwe's second biggest lake, stockfeed.
vast quantities o maize, sugar, wheat year's supply. - Lake Kyle, down to 0,8 percent of Meanwhile dairy farmers need an im-and milk, Commercial Farmers' Union He expected the commercial farming capacity. mediate 100 percent increase in the(CFU) president, Mr Alan Burl, said this sector to supply only 30-40 percent of per y- meproducer price of milk and a monthly
week. last year's supply. "We're looking at selling only 30 per-r

"The situation is extremely serious at Mr Burl said Zimbabwe had a current cent of normal (around 460 000 review of producer and consumer prices
the moment," Mr Burl said in an maize stock of about 159 000 tonnes. tonnes)," Mr Burl said, while industry to help return the Ndustry to viability,
interview. - He predicted the country would have to sources said exports would likely be cut the chairman of the National Union of

The current drought was certainly the import about 750 000 tonnes of the food off for up to 18 months. Dairy Farmers, Mr Ron Franklin, said.
worst since 1967-68, but some farmers staple maize by April 1993. "We might have to import 200 000 "in a few short years, we have beenwith records going back to the turn of Zimbabwe had contracted for tonnes of refined and semi-refined su- reduced from a sophisticated first worldthe century described it as the worst 100 000 tonnes of maize from South gar," he said. dairy industry to one of subsistence andsince 1911, he said. Africa, of which 25 000 tonnes had ar- There were also serious implications mere survival," he told a seminar in Ha-Virtually all sectors of the farming rived. However, South Africa was also in the loss of molasses for animal feed rare on the future of the industry.economy, from maize, through cereals, facing a shortage this year due to and ethanol, which is used as a 20 per- He said low producer prices, soaringoilseeds, sugar, timber and livestock drought. cent additive to petrol to cut fuel import costs and the current drought were driv-have been hit. Mr Burl said Zimbabwe had about costs. Of the oilseeds, soyabein output ing dairy farms to the wall.The only optimistic note is from the 259 000 tonnes of whea .in hand which was likely to drop at least 40 percent Commercial Farmers' Union vice-tobacco sector, where growers expect a is used to supplement maize in poor from last year's crop of around I 10 000 president Mr Anthony Swire-Thompsonrecord crop of 200 000 tonnes compared seasons. tonnes. said the dairy farmer needed a minimumto 170 000 tonnes in 1991. But a lack of surface water threatened So e s cd was de ty f r e r nesed a t-

This is of critical importance to the to cut 1992 wheat production to one- Sunflower production was likely to of h 1,3Q for every dollar invested to at-
country as it proceeds with a year-old third of last year's output of just under fall to 50-60 percent of the 1991 output, tempt to recover costs and overheads.ecnoicreom rorame it 20 00tnns e ntcpaedimors Mr Burl said. .He was currently receiving 96 cents andeconomic reform programme, with 260 000 tonnes. He anticipated imports Cotton had also suffered badly and this could fall to 68 cents next year iftobacco the major agricultural foreign of around 250 000 tonnes by May next the textile industry would probably have the current trend continued.Mr Burl said parts of the south, south year. to import lint for processing, he said. He said the whole system of price -
west and east of the country had already He said Zimbabwe would be hard The drought had bit th'k livestock in- negotiations bgtweenm producers and thelost their maize crops due to the pressed to produce 50 percent of the dustry, with some farmers slaughtering government needed to be revewed.drought. 1991 barley crop of 31 000 tonnes and herds to rebuild later when conditions - Reuter.
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Maize meal prices worry millers
THE Millers Association (MA) producer prices for the cool- eqwivalent pack-sizes of roler cient supplies of maize. Ast

says it foresees strong consumer modity last week, intended to meal as opposed to the previous year's crop was too sm and
resistance to higher prices for attract growers to sell more to premium of between 34 and 43 has had to be supplemented

super-refied maize meal which the Grain Marketing Board and percent. Demand is expected to with imports. The present crop
is not subsidised and is en- help avert a shorta'e on the k0- reduce dramatically and bar- looks like being even smaller
couraging buyers to switch cal market. ring expensive altering of mill and the announcement last

to roller meal which is cheap- The association said the new settings, supply availability will week of higher producer prices

er, or blend the former and the producer price increases an- exceed demand," the asOcia- and early delivery bonuses is
litter to cut costs. nounced by the government tion said. unlikely to conjure up any ad-

In a statement, the associa- It added:: "In this event, ditional maize production this
tion said yesterday that the By Rangarirayi Shoko milers ww tix back their sur- late in the season," it said.

price for super-refined maize pluses of super-refined meal It warned the government to
meal, had risen by a staggering had led to a 91,7 percent rise into roller meal, thus increasing - secure maize imports as quick-
80 percent adding that it fore- i the price of the commodity availability of the latter. ly a possible to suppement ex-
saw the majority of consumers from the GMB, the sole buyer is n chance that millers w try isting stocks and avoid this run-
resisting on cost grounds. and seller of maize and other to force consumers to buy the ning out completely, sometime

As a resul the MA said con- grains in the country. more expensive product." early the year.
ts shul s It said beca df the forecast The association said I the

solles seawho sed sc ha fail in demand for super-refined although the effects of drought she aiaon
roller meal, whose price hs maize meal, mmbers Of the as- had not yet begun to be fel o shortage Of maize was being
only risen by 20 percent. The mai plane d ofth ack a winot ye, men o bere ade worse by the fact that
price of roller meal has re- "- _ _this is the time of the year of

ined comparatively low be-pekdmnad msespnc inca reasethtOf olle nd 1t jisre ayhoriqescn frorn the (M akdm n ter d
cause of government subsidies. s o mitte that frtheri s

The min mial pre i consumes switch to. Critical in comunoit. Of roer meal re to be avoid-
creases folow the government "Sp-rebelprices are now "iers mae e n to be A
announcement of higher more than double the prices of difficulties in obtaini fi- be -Apri
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<Railways increase
freight charges

THE National Railways of Zimbabwe (NRZ), recently freed from
government freight charge controls, has announced that it will
increase freight rates across the board by between 20 and 25 per-
cent from the beginning of next month as part of mo'es to shed
off annual State subsidies and attain unaided operational viability.

In an interview, the parastatal's public relations officer, Mrs
Grace Lupepe. said the increase in the NRZ's freight charges,
which follow a similar hike last year, was intended "to balance
what it cost us to operate and what we charge.

"It's part of a gradual move towards introduction of economic
freight rates... we have been running at very uneconomic rates
for a long time," she said.

She said the parastatars moves to balance operational costs and
profit margins, followed government's abandonment of its con-
trols on the NRZ's freight rates which the statutory body blamed
for its unviability and endless need for State subsidies annually.

The government, as part of the Economic Structural Adjust-
ment Programme (Esap), has given all parastatals financial oper-
ational targets to achieve in preparation for an end in
state subsidies at the end of the economic reforms in 1995.

Mrs Lupepe said the NRZ would make gradual freight charge
increases -until we completely wipe out the deficits" that the NRZ
has been incurring almost every year..

She said the freight charge increases, effective from the begin-
ning of next month, had been necessitafed by similar hikes in in-

puts such as fuel and electricity which the NRZ consumed in large
amounts.

Inflation, she said, had also taken such a toll on the parastatal
that an increase-in freight charges was the only way it could recoup
operational costs and make a profit.

Mrs Lupepe said the increases would be selective in applica-
tion, based on individual commodities and products transported,
and an announcement to this effect would be made soon.

While conceding that the NRTs freight charges were below
economic levels, several economists said the parastatars repeat-
ed hikes of rates would have a severe effect on companies, most
of .which were already suffering from debts contracted for expan-
5ion and othecapital.evelopment purposes.

They particularly singled out the mining sector, which was mnos
dlependent on rail freight, as the most likely to be worst affected
by the increases in freight rates.
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Paris donor meeting promising
OFFICIALS of industry and commerce "We are very keen- to see Paris succeed seat ot approval of the reform programme

yesterday said they were confident Zim- as it did last year. But we have to recog- from the World Bank and the Internation-
babwe would receive further support at nise the fact that it may take up to -12 al Monetary Fund (IMF).
the second Paris donors' conference, to be months before the money to be pledged The IMF has approved a loan worth

held from February 17 to 19. at the second meeting comes in," Mr just over $2 billion, while the World Bank.
Zimbabwe is meeting donors to ap- Torond said. whose president, Mr Lewis Preston, is cur-

praise them of the progress of the reform The ZNCC chief said implementation rently on an official visit to Zimbabwe,
programme so far, and to seek early indi- of the reform programme was "a bit slow- also approved a loan worth more than

cations of support during 1993, when er" than had been expected, mainly be- $870 million.
more than S3,5 billion in aid would be cause of delays in the disbursement of dBut I think we have to make a clear
required. funds pledged at the firsi Paris meeting distinctn between pledges and the arrival

The reform programme, estimated to in March last year. of money. Last year. we were over-
cost US6blinover a fv-erpi-confident that the money will come quick-

,S $a6 bllion e five - pen He said the ZNCC would like to see ly and solve our problems instantly," Mr
worth over $4 billion, more prior consultation between the Humphrey said.

government and the private sector as the He said it was hoped that Zimbabwe

The president of the Zimbabwe Nation- reform programme was implemented. would meet the conditions set by the
al Chamber of Commerce tZNCCI, Mr We believe there is scope for greater co- World Bank and the IMF before disburse-

Jim Torond, told The Financial Gazette operation," Mr Torond said. ment started.
that the ZNCC hoped next weeks Paris The outgoing chief economist of the "We have to be seen that we are meet-
meeting would result in more aid pledges Confederation of Zimbabwe Industries ing these conditions, particularly in rela-

to ensure the success of the reform ICZi. Mr Mike Humphrey, said donor tion to the budget deficit, civil service and

programme. suppbrt was now assured, following the parastatal reforms," Mr Humphrey said.
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Include drugs on
Ogil list, urges
council official

THE National Pharmaceutical Council of Zimbabwe (NPCZ)
has recommended to government to put certain pharmaceuti-
cal raw materials and imported drugs on the Open General
Import Licence (Ogil) list, and to graduplly phase out the cur-
rent facility which allows pharmacies to.import drugs on an
individual prescription basis.

The president of the NPCZ, Mr Mike Rouse, said in an
interview that If the recommendations were accepted, the
chronic shortage of essential life-sustaining drugs would im-
prove. On the other hand, the production cap ty of the local
pharmaceutical industry would Increase as more raw materi-
als became available, he said.

Mr Rouse said the NPCZ had made an urgent appeal to
government to waive the requirement of an import licence for
unported drugs under the Ogil prescription facility. The council
also wanted government to exempt life-sustaining drug from
pre-shipment inspection, so that they could arrive in the coun-
try within a short period of time, he said.

He said despite constant appeals, the Department of Cus-
toms and Excise was impounding life-sustaining drugs pend-
ing the production of an import licence from the Ministry of
Industry and Commerce.

"We proposed that raw materials for the manufacture of
drugs of the Essential Drugs List of Zimbabwe (Edliz) be put
on Ogil, Including certain finished imported drugs. A sup-
plementary list of drugs not covered by Edllz could also be
put on Ogil," Mr Rouse said.

"We also proposed that the Direct Local Market Alloca-
tion for local importers and manufacturers should remain in
place to cover those items not put on Ogil," he said.
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iap gets shot in
arm from visit

BHurse s t e y meeting in the French capital.THE current visit to babk, by the The Government will be seeking at=rsdent Of the World Bank, Mr Lewis least US$1 billion in aid for 1992 and iti'Peston, shows a vote of confidence in wilethe bo nity to asedi
the countrys economic reform pro- us the opportunity to assess indi-
th e ountry a econ o i c re m pro- cation s of support for 1993 w hen a fur-gramme wih Is in its second year, ther US$700 million will be needed,economic analysts said yesterday. econ mists say.

Mr Prestn, who arrived in Harare on The analysts said Mr Preston will beTuesday, spent the day Yesterday tour. as essing ress being made since theing farming and industrial projects launch ofthe reform programme lastnorth of Harae as part of a programme year, and was likely to express someto familiarise himsefwith the ountry's concern about slippage in some areas ofeconomic sectors. the programie.
One analyst said the visit was signifi- "Overal, the bank is impressed with

cant, coming as it does ahead ofa meet- the work so far. But the Governmentdng next week between Zimbabwe and has slipped in some instances, for ex-donors in Paris to review the Economic ample on trade liberalisatlon and on re-Structural Adjustment Programme. trenchments in the civil service," the
Progress analyst said.

"He couldn't have come at a better Credibility
time and obviously his personal assess- "Mr Preston is likely to emphasisement of the progress being made in re- the point that the Government has tostructuring the economy will weigh stick to targets in order to maintainheavily on donor sentiment in Paris, he credibility with donors," he added.said. The Government has not met its tar-The World Bank is one of the main get to put 50 percent of all imports onbackers of the programme which seeks the Open General Import Licensing sys-to revitalise the economy by liberalising tem by the end of 1991; the agure wastrade, cutting Government spending less than 25 percent.and introducing niasures to encourage In addition, retrenchment of civilinvestment. servants to cut recurrent expenditure

Support stil has to start.
Mr Preston was also likely to urge theIt approved a US$175 million loan Government to speed up reform of par.three weeks ago to fiance the pro- astatals as a key to reducing state spend-

gramme, opening the way for more aid ing. The Government has appointedpromised by donors at the first meeting consultants to make an audit of parasta-in Paris last year. me Oank is Closely tals and thei repo are not due untiIinvolved in organisin next week's about mid-1992.
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4 000 pupils
Herald Reporter

THE Government has undertaken to pay more than
$300 000 for nearly 4 000 schoolchildren who cannot
afford to pay school fees this term, the Minister of La-
bour, Manpower Planning and Social Welfare, Cde
John Nkomo, said in Harare yesterday.

Addressing newsmen at a Press conference, Cde
Nkomo said a total of $375 855 would be disbursed
towards meeting the school fees of 3 945 secondary
and primary schoolchildren.

The minister said the programme of assistance had
been necessitated by the re-introduction of school fees
in urban primary schools and to assist those parents'
who had been adversely affected by the economic
structural adjustment programme.

Of the 3 945, a total of 1 754 were drawn from the
"old poor" who have been the traditional responsibility
of the Government. Their fees do not come from the
Social Development Fund.

"Thus those pupils whose parents or guardians
were deemed to be needy and yet old, disabled, chroni-
cally ill and the single unemployed parent are regard-
ed as a Government responsibility and will be assisted
from Government funds.

Retrenched
"The rest who include the retrenched, those resi-

dents of low-density areas earning $400 per month,
those poor able-bodied persons in informal employ-
ment and able-bodied persons who for a variety of rea-
sons were not failing to pay school fees are regarded as
the new poor and will be assisted under the Social De-
velopment Fund," he said.

Cde Nkomo said there had been a higher number
of applications processed under the "traditional" than
the Social Development Fund because that category
was more aware of the service than the "new poor".

Under the Social Development Fund, the majority

$1IN 19192

of lications had been received from the high-densi-
ty subrbs possibly indicating the generally low socio-
sm iew prevalent in them.

"Additionally, this trend might sugest that many
residents of the low-density areas the fee of $70
per primary school pupil per torm to be within their-
means,j he said.

Rejeted
A total of 491 applications had been rejected owing

to, among other factors, late availability of invoices in
schools, thoroughness of assessments and, production
of inadequate information by applicants.

Other factors could have been insufficient aware-
pon the part of parents which raised anxiety result-.

Fion parents paying the required fees at all costs.
It was also the minister's observation that a hum-

ber of parents in the low-density suburbs were now
transferring their children to high-density suburbs be-
cause of the increased fees ($70) payable.

On the other hand, a number of domestic workers
appeared to be sending their children to rural areas
where there is free primary education.
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More incentives
for exporters.--
needed: economist
ZIMBABWE will not achieve the levels of exports projected under the eco-
nomic reform programme and the Government must move speedily to offer
more incentives to exporters and strn en the Zimbabwe Investment
Centre to boost new investment, a top industry official said this week

Out o f t BUSINESS EDITOR e th.ex Irt target
US$15,2 billion _____%___alo______ul 

S

needed to finance achieve' without a bjg
neddinfnac US doam tams bq- rawe tsx law for coruW- bom in ne Inemment

the economic struc- tween 19W2-95 it Zimba- nies ng 50 percent b anufscturing to en
4owiui musiufactu. rinoue-tural adjustment bwe is to hit the target. or more of output sure Zimbabwe produces

programme be- 'We have never man- and adat wmg priceand
tween- 1991-95, id toprduthat kind pesstf ecutdP a
US$1 1,2 billion is to oeexport performance
be generated frOm since independence and Expenses such as txav-

e t with the we are unlikely . to el were the mast expen- It was thirefore urgent
ax that level of ex- giVe rof deloping a that the Government ur'

of US$3,8 ports unless there are ex- mar et and ex orters passes the Z.mb.-
billion coming from port incentives to ex - needed support. Ie also Cnvetment Centre
external resources ers," CZI jhief suggested the Govern- bill which seeks to give
and US$138 million economist, Mr Mike ment subsidises the.cast autemnmy to the one-stop

from foreign Hmphrey, said this, of prcipting in foreign shop for procesaidhg

investment. Weki trdeTn ifietents.
The Confederation of He called for non-fo- "There are a lot of ,"he ZiC is not able at

Zimbabwe Industries reign exchange-elated things that they can 100k the moment to fully fiM
rojects exports would incentives to encourage at. It's a menu of op- to role because of the

hve to Increase by an an- more exports, including a tions," Mr Humphreys constraints," the chief
nual rate of 19,2 percent reduction, of the corpo- told Business Herald. economist added.

The other "fy in the
ointment, apart from ex-
ports and investment, is
the drought which
couldn't have come at a
worse time for Zimba-
bwe", he noted.

Output of most of the
raw materials needed by
manufacturers will be

cant reduced by
the drougt and tradi-
tional exports of beef,
maize, cotton and tobac-
co will be affected.

"The output will be re-
duced and this will im-
pact on our ability to
achieve this (export tar-
get)," Mr Humphreys
said.

In addition, the coun-
try is going to spend pre-
cipus foreg exchange to
import fo.The assamp-
tion in the economic re-
form programme was
that apart small im-
ports of wheat and ride,
the country would be
self-suftcient in food.

Reduced output of sug-
ar will result in less etha-
nol being produced,
pushing up the oil import
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Tourism set for boom
THE renaissance of the $350 million this year. In an interview, the di- mier currencies and the
tourism Industry. in Zi- This figure indicates a rector-general of the Zi- fact that the country had
mbabwe is set to bring an 10 percent increase from mbabwe Tourist Develop- become a low-risk area in
upswing in business the previous year's fore- ment Corporation, Mr. terms of both investment
within the industry with cast figure of 638 000 vis- Nelson Samkange, attrib- and traveL
an anticipated all-time itors. In 1990 the tourist' uted the increase in the "In Zimbabwean dollar
high visitor traffic mark arrivals surpassed the number of visitors to the terms it is now cheaper to
of 700 000 which is ex- forecast figure of 500 000 decline of-the dollar * To Page 2
pected to earn about by 82.000 visitors. against the world's pre-

Tourism
* From Page I reign exchange receipts.

have a holiday here be- The retention scheme
cause of its depreciation was introduced by the
and that explains why we Government with effect
now have more and more from July 1990 and has
peope from across the since been raised to 15

coming to visit this percent.
country." he said. "A large number of ho-

He said that receipts of telier and tour operators
foreign currency for 1991 have undertaken refur-
were expected to be bishment of their prod-
about $300 million, about ucts. The industry has
20 percent more than also been abl' to ger cer-
that of the previous year tain consumables which
whose estimated earn- were not available in the
ings from tourism were country using the foreign
$250 million. currency acquired from

There has also been the retention scheme,"
some strong interests he said.
from the overseas compa- In a back issue of its
nies which have shown quarterly guide to the
an interest in investing in eoonomy, the First Mer-
the sector," he said, add- chant Bank of Zimbabwe
Ing that tourism was Om said that the tourism in-
of the few growth sectors dustry did not know
within the economy and- whether the foreign cur-
that if the trends contin- rency retentions would
ted it could be a maor be based on currency
area in which employ- declarations on arrival
ment opportunities and departi-e, a scheme
would occur. which was meant to track

He commended the and measure the amount
Government for having of foreign exchange
introduced, as an incen- brought into the country
tive to the tourism indus- and spent by visitors, but
try, a schemli whereby Mr. Samkange said that
the Industry was to retain the allegation was un-
7,5 percent of their fo- founded.
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Zisco wants MMCZ
out of its operations

BUIAWAYO. of 0,875 percent of the by charges from the Gov-
THE Zimbabwe Iron and g an- enent tha min-
Steel Company Is ror nual compny from the ing companies were atel neompany irepot steel py to almost the time, selling minerals
G =e1 ne ng the ter- $5 million to their subsidiary or
mination of an arrange- "At this stage, we are = conpanies abroad
ment with. the Mineral looking to see if-we can r ower prices than
Marketing Corporation of cope an our own-in the normal -
Zimbabwe as Its sole event that we may have There were also accu-
marketing authority for to do our own shipping satlons by the Govern-
Its exports. and marketing," said ment th local min

Zisco chairman, Mr Wad- companies were sockpil-
The turn of events dllovp Furusa. lg minerals abroad and

comes this week without Whl Mr F a under-invoicing on ex-
surprises to the mining nied that Zsco had ex ports, so a to swindle the
sector as it has been a premd sone rdirar-- State out -of foreign
long-standing feeling by tion about the exch
Zisco that it would drasti- rformancp of the There was hpwever,
had minmise its over- MMCZ he n contention from certain

hacosts by marketn decrbd e & inn that the
Itsownexprt described the serviche *~ iatrits own export products. ste-gqm a c would 'be an..

stelunwarranted intrfeZisco, is ome of the ]arg- corded b te orporation unartdltrf-
est clients for MMCZ as "fairly atcty". en e In private
with an annual ex ort The corporation was ting up would iscst-turnover of $250 million forimed almost 10 years investment as it wouUnder the provisions of ago as the sole curtail the mining com-the functions of the authority for all ' freedom to sellMMCZ, as set out in the in the country. mineras on the market ofAct of 1982, the corpora- The formation of the par- their choice. - Businesstion is paid a commission astatal was precipitated Herald Correspondent.
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grups- serving cases before the hope that the pledges
The CCZ appeals for situation deteriorates, made by donors, financial

the urgent Identification Although the Govern- institutions and other or
of ERP victims and for- ment set aside the social ganisations to aid the pro-
foulatiOn Of the modal- fund aimed to rescew vic- gramme will be forth-
Wies to disburse the soctL ims of ESAP fromn worst coming.
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IS tells Mandela
not to back
Libyan leader

Herald Reporter: proposal aimed at fore- costs.
Eunice Manyemba stalling mandatory UN Meanwhile, the Mal-

ANC president Cde Nel- sanctions if the two tese Deputy Prime Minis-
son Mandela has been agents are not handed ter and the Minister of
told by the United States over," the report said. Foreign Affairs, Dr Qwy-
that his stated support for Africa Confidential also dor dy Murku, has re-
the Libyan leader, Colo- reported that Cde Mande- newed his country's dis-
nel Muammar Gaddafi, is la was "fortunate" that he agreement with the
unacceptable and that his failed in his attempt to investigation results
"special status" will not, reach US President reached at by American
in future, protect him George Bush by tele- and Scottish investigators
from the consequences of phone from Morocco on who was responsible
such statements. shortly after making the for the bombing of the

A report in a South Af- statement. Pan-American aircraft.
rican newspaper, The In a statement in Hara-
Star, quoting a fortnightly A senior diplomat re by the Libyan People's
newsletter, Africa Confi- quoted by the newsletter Bureau Dr Murku was
dential, said the warning said if the call, blocked by quoted on Maltese televi,
was conveyed to Cde Ma- the Assistant Secretary of sion saying: ". . . We al-
ndela by the US ambassa- State for Africa, Mr Her- lowed ourselves to review
dor to South Africa, Mr man Cohen, had gone the final results because
William Swing. through "irreparable we are simply against all

This follows Cde Man- damage" would have acts of terrorism and will-
dela's Libyan-sponsored been done to the ANC ing to reach the truth but
seven-day trip to Tunisia, cause in Washington. we completely differ with
Morocco and Libya last Africa Confidential at- American and Scottish
month. tributed Cde Mandela's investigators in their

The ANC trip coincid- continued support for Col findings."
,ed with a United Nations Gaddafi to the Libyan
debate in which Western leader's loyalty and sup-
countries attacked Col 'port during his 27 years
Gaddafi for failing to suP' in jail and also to an esti-
render two Libyans al- mated US$5 million
leged to be involved in (Z$25m) Libyan donation
the bombing of a Pan- to the ANC.
American aircraft over The Libyan govern-
Lockerbie, Scotland, in ment promised the ANC
1988. Two hundred and US$5 million when Cde
seventy people were MandelavisitedTripoliin
killed in the bombing. May 1990 after his re-

"Mr Mandela's state- lease and also contribut-
ment in Libya was seen ed US*135 000
abroad as all but endors- (Z$675 000) toward4 Cde
ing Libya's compromise Wipie Mandela's court
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AGRICUMTRE

Shipping problems. delay
maize imports from SA
MAIZE imports from a total of 150 000 tonnes "With negligible carry- tic outlook for the current "It is imperative that
South Africa are about of white maize from over stocks, maize im- season's maize crop in plans are set in motion to
a week behind sched- South Africa because of ports of 650 000 tonnes, that country. secure an additional
ule o gto sipin poor production last sea- in addition to the imme- South Africa is expect- 155 000 tonnes of maizeowing t ppig son. The first 100 000 diate shortfall, are esti- ed to produce only 6,5 over and above presentproblems in that coun- tonnes are already being mated to be required for million tonnes of maize import plans of 100 000
try; Botswana and moved into the country late 1992 to mid-1993," this season compared to tonnes in order to see the
Zimbabwe. while the remaining the bulletin said. 7,6 million tonnes in' country through to next

Answering a question 50 000 tonnes will be de- Maize stocks with the 1990/91 season and 11,5 June/July when GMB in-
at a Press briefing last livered "If necessary". GMB were only 264 000 million tonnes in take for the 1992/93 mar-
week to announce the Mr Mangwende said to tonnes by the end of De- 1989/90. keting year will pick up
new producer price of date (up to the day of the cember. The bulletin said "Further maize ex- again."
maize, the Minister of Press conference on based on normal sales ports, outside the cus-
Lands, Agriculture and Wednesday last week), levels, the stocks would toms union, have been At the Press briefing
Rural Resettlement, Mr about 20 000 tonnes of only be sufficient to cover frozen. This has poten- last week, Mr Mangwe-
Witness Mangwende,. the South African maize requirements until late tially serious implications nde said the Government
said in South Africa, had been delivered. February to early March. for some SADCC coun- was making adequate ar-
there were problems in Meanwhile, the The 100 006 tonnes tries, especially Zambia, rangements to ensure
finding container seal- SADCC food security bul- from South Africa should Zimbabwe and that the country does not
ings; in Botswana there letin covering the period be enough to meet com- Mozambique." starve.
was a wash-away; while to the end of December mercial requirements to The bulletin said the
in Zimbabwe, the recent last year, says early fote- late March/early April maize supply situation He, however, could not
strike at the National casts of this season's and although a further for Zimbabwe would be say from where further
Railways of Zimbabwe by maize production Indi- 50 000 tonnes have been extremely insecure be- maize imports would
artisans and semi-skilled cate a maize crop of 1,1 negotiated, it is unlikely tween April and June come from since the
workers, also contributed million tonnes compared that there would be more since most farmers had whole region was facing
to the import delays. to 1,6 million the previ- imports from South Afri- not been able to plant for the same problem of low

Zimbabwe is importing ous season. ca owing to the pessimis- early delivery. stock levels.
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Herald Reporter 117 tonnes per ha in a whole is very concerned ter from every available
MASVINGO. 1989 to 67 tonnes per ha at this situation, not only source to apply the

LOWVELD sugar pro- last year and they are ex- for its own welfare and brakes on the continued
duction will be limited pected to drop even fur- that of its 7 000 employ- drop in production
until weather conditions ther to 20 tonnes per ha ees, but because of the The Lowveld was ea-
in the area improve and this year, Mr Bosch said implications for sugar for gerly awaiting the con-
more stable water at a meeting called to dis- the nation and for our vi- struction of the Tokwe
sources are in place. cuss the drought in Ma- tal export markets. Mukost Dam, planned to

The sugar industry last svingo province. "It is estimated that in be 1,5 times bigger than
year failed to earn $70 There has been a corre- 1991 alone Zimbabwe Lake 'Mutirikwi, at a cost
million in exports owing sponding drop in the could have earned $70 of $300 million while in-
to low production, the amount of water available million more from export frastructure to channel
Triangle Limited Agricul- for irrigation from three earnings if production the water to the estates
tural manager, Mr An- years ago when 17 mil- had been available," he would push the cost to
dries Bosch, has said. lion litres watered every said. $995 million, he said.

The production of cane ha on the 12 000 ha es- The sugar company, to- The new dam would al.-
at Triangle Estates last tate, to three million li- gether with other men- low the estates to irrigate
year dropped by half the tres this year. bers of the sugar indus- a further 21 000 ha.
level achieved in 1989, By contrast, the local try, is heavily involved in ather 21 s00 a.
owin to crippling market was increasing at major steps to enable it to Other water sources at
drought which has left between 5 and 6 percent meet the sugar needs of oane andete to
Lake Mutirikwi - Trian- annually and this should the country up to the turn Das were expected to
gie's main source of irri- be complemented by an of the century. boost Triangle's water
gation water - at 0,8 per- increase in sugar produc- The sugar companies reserves.
cent of capacity. tion, said Mr Bosch. in the Lowveld have in-

Total yields from the "Naturally, Triangle vested millions of dollars
estate had dropped from and the sugar industry as in efforts to harness wa-
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Call to declare Masvingo
province disaster area

Herald Reportert MASVINGO 0 Programmes being implemented under the pro-
THE Masvingo provincial council will propose to the gramme be biased in favour of water-related projects.
Government that the province be declared a, disaster 0 All NGOs and other interested parties operational in
area owing to looming water and food shortages, says a Masvingo seriously consider redressing their funds to-
statement released here yesterday. wards water related projects and complement Govern-

The council also called for the establishment of a ment efforts in the drought relief programme.
drought disaster fund with the express aim of fighting * Drought relief allocations be increased and trans-
the crippling drought which has virtually wiped out all porroblems be ironed out If necessary by incorporat-
crops, killed thousands of cattle and is seriously threat- ing die private sector.
ening the food security of the region.

The council, which met for nearly five hours yes-
terday, agreed to form a committee to push the Gov-
ernment to declare the province a national disaster
area following a report of the critical situation in the
province.

The committee - to be called the Drought Disas-
ter Committee - will include the Speaker of Parlia-
ment, Cde Nolan Makombe; ministers from the pro-
vince; representatives of the business community; the
church and Government officers.

"The provincial council of Masvingo adopted that
... Masvingo be declared a national disaster area in
terms of the water and the food shortages," read the
statement which was released by the Masvingo gover-
nor, Cde Josiah Hungwe.

The declaration would enable the province to redi-
rect all available resources towards the drilling and
deepening of boreholes. The province would also ex-
pect a large inflow of food to its 400 000 drought-
stricken people in communal Masvingo.

The council also resolved that piublic works pro-
jects which have started on a small-scale be stepped
up.

It also resolved that:
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Development News-Daily Summary

This summary is prepared by the Information & Public Affairs Division of the World Bank. All material is taken
directly from published and copyrighted wire service stories and newspaper articles. Accordingly, external distribution
or reproduction in any form is prohibited.

Wednesday, February 12, 1992

BANK PRESIDENT LAUDS ZIMBABWE'S REFORM PROGRAM. World Bank President
Lewis Preston said Tuesday he was impressed by Zimbabwe's economic reform
program but feared it could be hit hard by the current drought, Agence France-
Presse reports. The World Bank, which three weeks ago agreed to lend Zimbabwe
$175 million, "vigorously supported" the reforms launched just over a year
ago, he said. "I hope that out of this visit with the government, we will
develop some enthusiasm and encouragement which we can share with the donors'
group meeting next week," he told a press conference shortly after arriving in
Harare. Zimbabwe will hold an international donors' consultative meeting in
Paris next week, a year after a similar meeting earned Zimbabwe pledges
totaling $700 million for its reform program. The reforms aim to boost
exports and reduce government expenditure while liberalizing the economy.

Zimbabwe, along with its southern African neighbors, has been hard hit by
drought, forcing a country once seen as the region's breadbasket, to import
grain.

PRESTON VISIT COULD HELP SOUTH AFRICA REGAIN FUNDING. Lewis Preston
arrives in South Africa this week on an informal visit which could help ease
the lifting of a 25-year freeze on funding once white minority rule ends,
Reuters reports. Mr. Preston is due on Thursday afternoon on a stopover
following official visits to Zambia, Zimbabwe and Tanzania. He will stay
barely 24 hours, but he is expected to hold informal talks with leading
players in democracy talks, the story says and adds that the Bank has spent
two years preparing comprehensive studies of South Africa's economy.

GATT: TRADE LIBERALIZATION WILL AID ENVIRONMENT. Trade liberalization
would enhance environmental protection worldwide, the GATT said, the Wall
Street Journal (p.A2) reports. GATT locked horns with environmental groups
today when it released a study arguing that increased trade and income should
make it easier to protect the environment, Reuters says. The study criticized
the efforts of some countries, spurred by ecologists, to influence the
environmental policies of others by adopting unilateral trade measures such as
import bans. It opposed those who, in a bid to enable "clean" companies to
compete, advocated applying duties on imports of products made in countries
with lower environmental standards. In the report, "Trade and the
Environment," GATT reaffirmed its previously stated position that
environmental protection measures should not be manipulated to discriminate
against imported products, the Journal of Commerce (p.lA) says. The Financial
Times carries several stories, one of which says the GATT report argues that,
in general, positive incentives to comply with international environmental
agreements will be more effective than trade sanctions. Another FT story says
that, according to GATT, industrial nations should pay countries such as
Brazil and Indonesia for the "carbon absorption services" provided by the
latter countries' rainforests.

Mohadjer, Ms.. Gisu
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U.S. STEPS UP CFC PHASEOUT. U.S. President George Bush yesterday
announced that the United States will speed up the phaseout of ozone-depleting
chemicals and urged other nations to do the same, the Wall Street Journal
(p.A3) reports. U.S. products of chlorofluorocarbons (CFCs), which are widely
used in refrigerants and solvents, and other chemicals that destroy the
stratospheric ozone layer, will have to be eliminated by Dec. 31, 1995, four
years sooner than required under an international treaty. The Washington Post
(p.A2) and the Washington Times (p.A3) carry reports.

ENVIRONMENTAL GROUPS UNVEIL PLAN TO SAVE ENDANGERED SPECIES.
Conservation groups yesterday urged the industrialized world to forgive some
of the debts of developing nations that implement programs to save endangered
plant and animal species, Reuters reports. The "Global Biodiversity
Strategy," which calls for international treaties, covering trade and debt as
well as the environment, is to be implemented over the next decade to save the
world's rich natural heritage. The plan unveiled at a Caracas conference was
prepared by the World Resources Institute, the World Conservation Union, and
the United Nations Environment Program. Specialists introducing the plan
stressed that the strategy must allow poor nations to protect the environment
while continuing development.

$1.2 BILLION LATIN AMERICAN FUND SIGNED. Twenty-one countries have
agreed to commit $1.25 billion to a new fund to help develop private
enterprise in Latin America and the Caribbean, the Journal of Commerce (p.10A)
reports. But the agreement depends on the U.S. Congress' approving a proposed
$500 million U.S. contribution to the fund. The fund would be allocated to
Latin American and Caribbean countries opening their markets wider to private
investors. Much of the fund would be disbursed in technical assistance
grants, to help governments plan and implement investment policy reforms.

ECONOMIC CONDITIONS IN CIS SEEN WORSENING IN 1992. Economic conditions
in the former Soviet republics are expected to worsen in 1992 with new drops
in production and spiralling inflation, according to a study released by the
Washington-based Institute of International Finance, Agence France-Presse
reports. IIF said the economic performances of Commonwealth of Independent
States members "are likely to worsen further" in 1992 due to the disruption of
the commercial ties between these nations and worsening shortages of
materials. Economic activity should fall by "another 15 percent in Russia
this year (after a 14 percent drop in 1991) even if privatization and
reductions in enterprise subsidies are delayed to limit employment losses,"
the IIF report said.

POLISH LEADERS PAVE WAY FOR ANTI-RECESSION PLAN. Poland's government,
putting the final touches to a plan to fight recession, called yesterday for
public support amid pressure to abandon austerity measures, Reuters reports.
According to a government spokesman, the social and economic program will take
an anti-recessionary direction by keeping elements of the previous program
that are healthy and effective, but the general direction will be changed.
The cabinet is expected to approve the plan at its weekly meeting and unveil
it by the end of the week, the account states.
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MOZAMBIQUE HOPES FOR A BETTER 1992. Mozambique is hoping for better
times in 1992 after failing to reach its economic growth target last year,
Reuters reports. Nils Tcheyan, World Bank Representative in Maputo, estimated
growth in gross domestic product last year at between 4 percent and 4.5
percent. Mozambique's Vice-Minister of Cooperation Oldemiro Baloi noted that
while this estimate was reasonable, it was below the 5 percent target. He
added: "If we can get fulfillment of pledges on time, I'm convinced this year
will be a good year."

INDIA WILL CONTINUE REFORMS, PM SAYS. India will persist with economic
reforms and the opening of the economy to the private sector, according to
Prime Minister Narasimha Rao, the Financial Times (p.4) reports. He dismissed
doubts over the pace of reform, said the direction was irreversible and also
brushed aside criticism that he had pulled back from rapid rationalization and
privatization of the public sector.

PHILIPPINE RECOVERY SEEN POSING FRESH DANGERS. The Philippines is in
danger of plunging into a new financial crisis as its economy picks up unless
it introduces further reforms to boost government revenues, Reuters reports.
According to a World Bank report, the Philippines will be unable to match the
sustained high growth rates of its Southeast Asian neighbors without further
measures to increase tax collection, boost savings and curb widespread
smuggling. The country must build on its economic stabilization program
agreed with the IMF to develop a long-term strategy for growth. This must
include measures to enable the economy "to break away from the structural
constraints that have repeatedly hobbled its performance," the account states.

BANK PRESIDENT COMMENTS ON 'DIRTY' INDUSTRIES STATEMENT. Bank President
Lewis Preston said a memo by Lawrence Summers (DECVP) suggesting that the
institution encourage the export of "dirty" industries to the developing world
was "outrageous," Agence France-Presse reports. 'In life, I think very bright
people say some very foolish things and this is an example of that, and as far
as I am concerned the incident is closed," Mr. Preston said at a press
conference at Harare airport on his arrival there yesterday. "I think that
the comments which were taken out of a longer document that Mr. Summers wrote
to his staff which was meant to be a provocative document but that
language.. .is really outrageous and not acceptable taken outside the full
content of the memorandum." He added that "The Bank's position on the
environment is set by the management and it's approved by our Executive
Directors, and Mr. Summers supports that position."
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VISIT OF MR AND MRS PRESTON TO ZIMBABWE

February 11-13 1992

Messages to be conveyed to Government

* The Government is to be complimented on its past successes in the economic
and social spheres and on its recognition of the need for a comprehensive
homegrown adjustment program

* The Bank strongly supports this program and is prepared to step up its level of
assistance, as well as to increase both quick disbursing and IDA assistance if
the Government stays the course

* The momentum of the adjustment program must be maintained in all aspects in
order to assure continued donor support and for investor confidence to be built
up

* The Bank will monitor closely Government performance against stated targets
for trade liberalization and fiscal deficit reduction which provide the
cornerstones of the program

* The Bank believes that appropriate measures need to be adopted in the
following areas if the overall growth and investment objectives of the program
are to be met:

continued sound macroeconomic management

progressive liberalization of domestic prices and markets

increased support to the export sector

deregulation of investment

strengthening Government capacity

reform of the public enterprise sector

* The Bank fully supports the measures that Government has put, or intends to
put, in place to mitigate the social costs of the adjustment process



VISIT OF MR. PRESTON TO ZIMBABWE
(February 10 - 13, 1992)

GENERAL BRIEF: UPDATE

Since the briefing book for Mr. Preston's visit to
Zimbabwe was prepared in December 1991, a number of
developments have taken place which should change, to some extent,
the main messages to be conveyed to Government, i.e., Minister
Chidzero, the economic ministers and President Mugabe. These
developments, which have already been covered in a number of new
briefs, are the following:

(i) The ongoing drought and, in particular, Government's
failure so far to come up with an effective plan to deal with the
impending food shortage; moreover, plans to deal with the
drought's BoP and budgetary impacts have not been prepared.

(ii) The draft Land Acquisition Bill which, if approved by
Parliament in its current version, could have a negative impact
on commercial agriculture as well as Zimbabwe's overall
investment climate.

(iii) The delay in the announcement of the first phase of the
civil service reform/reduction program which was widely
expected to take place in early January.

These developments, as well as concerns about delays in
the adjustment of important prices (power, fuel) have contributed to
an atmosphere in which the country's donors tend to disregard
Government's significant achievements in structural adjustment
during the last 9 - 12 months. Rather, there is a growing concern
about the Government's future commitment to the reform program as
well as its capacity to implement it in a coordinated manner.
Whereas we believe that such concerns are unjustified, at least at this
stage, it is important that the Government is made aware of these
concerns which will be raised at the upcoming Consultative Group
Meeting in Paris. The draft Land Acquisition Bill, in particular, is
likely to be discussed extensively in Paris. Some donors seem likely
not to pledge any additional resources to Zimbabwe at this time or,
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as a minimum, make disbursements on new commitments conditional

upon modifications being made to draft the legislation.

As set out in our brief, we share some of the concerns
about the draft Land Acquisition Bill, in particular its method of land
valuation. Similarly, the delay in mounting an effective drought
relief effort is of concern to us. As for civil service reform, we still
believe that an announcement will be made shortly; but reinforcing
the need for quick action in this area might be useful. Our message
to the Government should, however, remain balanced, i.e., we
should indicate our continued support to the adjustment program as
long as it is implemented in line with Government's plans outlined in
its Letter of Development Policy while stressing the need to deal
effectively with the concerns expressed above. The second tranche
review of our SAL, scheduled for June 1992, will provide an
opportunity to assess progress.



OVERVIEW BRIEF

Background

Zimbabwe, like many other African countries, has a relatively small
population (9 million) and a low urbanization rate (less than 20 % of the people live in urban
areas). However, it is atypical in having a diversified economy (agriculture 15 %, industry
37 %, services 48 %); good infrastructure; trained human resources; developed social
services; diversified natural resources; and the climate and surroundings suitable for tourism.
Zimbabwe's population is growing at 2.8 % annually, the lowest growth rate in sub-Saharan
Africa due to inter alia a strong family planning program. English is the official language and
is understood in even rural areas. Besides some 12,000 Asians and 100,000 Europeans, the
population can be divided into two main regional groups, Shona (80 %) and Ndebele (20 %).

Zimbabwe is a functioning democracy and the constitution provides for a
multi-party system. At independence (1980), Robert Mugabe was popularly elected and
became the country's first Prime Minister (and subsequently the first Executive President).
Despite the voluntary departure between 1977-1978 and 1980 of half of the then European
population of 200,000, Mr. Mugabe achieved considerable success in the early years of
independence in reconciling the Europeans and Africans. The second national election took
place in 1985, and again Mr. Mugabe received majority support. However, internal
dissidence continued to be a major domestic problem, especially in the southern part of the
country, until the merger in 1987 of the two political parties, ZANU(PF) (Shona dominated)
and ZAPU (Ndebele dominated).

The third national election was held in 1990. The merged party ended up
winning 147 of the 150 seats in Parliament, though voter turn-out was low. A new opposition
party was created, the Zimbabwe Unity Movement (ZUM), reflecting a growing
disenchantment with the lack of economic growth and increasing unemployment. At the
initiative of President Mugabe, ZANU(PF) considered the creation of a formal one-party state,
but this proposal was rejected by the party leadership at the end of 1990. Despite the expiry
of the Lancaster House Agreement which provided safeguards for the white minority at the
time of Independence, Zimbabwe remains a harmonious multiracial society. However, the
extensive land ownership by the predominantly white commercial farming community has
become a difficult political issue for the President. A constitutional amendment allowing for
the compulsory acquisition of such land by the State was recently passed by Parliament but
has not yet been put into effect. Whereas politically understandable, the legislation could have
a negative effect on the economic development of the country as it could erode the private
sector confidence and affect investor behavior.

Although not as rich in soil conditions and rainfall as say Zambia and
Mozambique, Zimbabwe is self sufficient in food (except for wheat) during years of normal
rainfall, and has recorded surpluses in such products as maize, cotton, tobacco, horticulture
and livestock. Agricultural exports account for more than a third of the country's foreign
exchange earnings. Redirection of agricultural credit, extension and marketing services and
maintenance of appropriate producer prices have led to a upsurge in the production of small
farmers in the years immediately after Independence. The small farmers' share of the
marketed maize and cotton through official channels rose from near zero in 1980 to over 60
% in 1989. This having been said, sector performance now runs the risk of falling off if
reform of pricing and marketing policies are not vigorously pursued. (For more information
see Sector Summary on the "Agricultural Sector", Tab 1.4).

At Independence, Zimbabwe inherited some well developed physical
infrastructure - roads, railways, communications - to support modem agriculture,
manufacturing, mining and financial sectors. However, this had been created by the settler
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regime mainly for the benefit of the European minority. In contrast, there was highly
inadequate infrastructure and services for the majority African population and the rural/peasant
economy. Maintaining the capital intensive infrastructure, while at the same time extending
appropriate infrastructure and services to unserved areas, is now a major challenge for the
government. (For more information see Sector Summary on the "Infrastructure", Tab 1.4).

Zimbabwe has a stronger industrial base than any other country in the region,
with the exception of South Africa. Manufacturing alone accounts for about one-quarter of
GDP and 17 % of wage employment and 35 % of exports. Mining accounts for another 25
% of exports. Industry growth has however been weak, constrained by lack of foreign
exchange, and until recently by price controls and a cumbersome licensing system.
Government policies however are being reformed to be more supportive of private sector
industrial growth. In energy, Zimbabwe's main resources are biomass, coal and hydro-power
mainly on the Zambezi River. There have been recent discoveries of coal bed methane and
the potential for solar energy is good. Zimbabwe has considerable mineral reserves, but
prospecting for crude oil has not proven any substantial reserves. Zimbabwe depends largely
on importing petroleum products through a pipeline from the Mozambican port of Beira. (For
more information see Sector Summary on the "Industry, Trade, Finance and Energy", Tab
1.4).

Since Independence in 1980, Zimbabwe has achieved much in the areas of
education, health, family planning and small holder agriculture. In education, primary
enrollments rose from 1.2 million children in 1980 to 2.2 million in 1989, and secondary
enrollments rose from 74,000 to 671,000. The quality of education in established schools has
been maintained, though learning achievements are very low in many of the new secondary
schools. The achievements in health care and family planning during the 1980s have been
equally impressive: (i) the percentage of children fully immunized has more than tripled from
25 % to 86 %; (ii) infant mortality has declined from 86 to 61 per 1,000 births; (iii) life
expectancy has increased from 55 to 59 years; and (iv) fertility has declined rapidly and
consequently, the population growth rate has fallen to an estimated 2.8 % per annum in 1989
and is still declining. The main challenge will now be to sustain these achievements and
protect the most vulnerable groups in the tighter fiscal environment under the economic
reform program. Additional efforts are needed to tackle the AIDS virus, with HIV infection
levels in the region of 15-20 percent of the sexually active population. There are potentially
serious economic and social consequences from the expected increase in the death rate from
AIDS. (For more information see Sector Summary on "Human Resources and the Social
Sector", Tab 1.4).

Need for Economic Reform

Zimbabwe's successes in various sectors have not been matched by economic
growth and rising per capita income, which stands at US$690 (1990 Atlas). Average real
GDP growth during 1980-90 (3.0% per annum for GDP at market prices) lagged behind
population growth (3.4% per annum). Agriculture, manufacturing and services all grew at
about the same rate, while mining grew less rapidly. Exports increased by 3.5 % per annum
in real terms between 1980 and 1989. In spite of this, total imports were stagnant between
1980 and 1989, as the government restricted foreign exchange allocations to make room for
debt service payments which rose from 4% in 1980 to a peak of 37 % of export earnings in
1987. The lack of import growth severely constrained capacity utilization and investment.

The increase in employment opportunities has been far from adequate to
absorb the large numbers entering the work force annually. There are now about 200,000
school leavers each year, but only about 60,000 to 70,000 formal sector job openings, 20,000
to 30,000 from new jobs being created and about 40,000 from existing employees leaving



3

formal sector employment. The bulk of additional formal sector employment during the 1980s
was in the public sector, especially in the areas of education, health and public administration.
Unfortunately, the expansion of social services and public administration was not matched by
growth, and hence employment expansion, in other sectors of the economy. Small scale
activities, in particular, have been constrained by a highly restrictive environment (e.g.
municipal licenses, petty health regulations, etc.) and the lack of supportive services.

Inflation has averaged around 15 % per annum for the 1980s. Nominal
interest rates have averaged 12 % and hence the real interest rate has been negative. Limited
availability of consumer goods and developed savings institutions have helped maintain a
savings rate of about 20 % per annum, in spite of negative interest rates. It is these savings,
coupled with low private investment, that have allowed the Central Government to finance
fiscal deficits of over 10 % of GDP without appearing directly to crowd out private
investment and without foreign debt exceeding 57 % of GDP. This situation has
accommodated an expansion in the civil service wage bill which at equivalent to 16.5% of
GDP in 1990 is extremely high by regional standards. At the same time, the aggregate deficit
of the public enterprise sector has risen to 3.7% of GDP in 1990. It has been recognised that
substantial improvements in the efficiency and cost effectiveness of the public services are
required for a sustainable reduction in the fiscal deficit.

The principal cause of low growth has been low levels of investment in the
productive sectors of the economy. Investment, at a level of about 20 % of GDP, has been
barely adequate to maintain the capital stock let alone increase it and raise productivity.
Private sector investment as a share of GDP has fallen rapidly, from 12 % in 1985 to a low of
8 % in 1987 before recovering slightly to 10 % in 1989. This low level of investment has
been caused by three basic factors: (i) risks associated with unsustainable fiscal deficits and
the possibility of a deterioration of macroeconomic stability; (ii) limited access to imported
investment and intermediate goods, and high non-financial costs associated with importing
through the foreign exchange allocation system; and, (iii) relatively high cost of doing
business in Zimbabwe's highly regulated business environment involving price control, labor
market restrictions, and investment control procedures.

The most pressing development issue in Zimbabwe is thus the achievement of
more rapid sustainable growth, as a foundation for increasing living standards, expanding
employment and continuing to address social needs. To achieve this, overall investment must
rise (and an increased share of investment needs to flow to private enterprises in the
productive sectors), and economic efficiency must increase. Over the past three years, the
fundamental causes of Zimbabwe's economic performance have become well recognized and
the government has become committed to change. Senior Minister Chidzero has played a
major role in the process. A comprehensive economic reform program has now been
formulated with assistance from the Bank and the IMF and has been launched with the
issuance of the Framework for Economic Reform (FER) in early 1991. The Government has
publicized extensively the objectives of the program which is best known in Zimbabwe as
ESAP, ie Economic Structural Adjustment Program.

Economic Structural Adjustment Program

The program, which is phased over five years, includes: (a) fiscal deficit
reduction; (b) trade liberalization; (c) domestic deregulation of private sector activities; (d)
sector-specific policy initiatives; and (e) measures to alleviate the impact of reforms on
vulnerable groups. This constitutes a sound program, addressing the key policy constraints
that have hampered Zimbabwe's development in the 1980s, and should foster increased public
sector efficiency and a sound program for private sector development. A first donor
consultation meeting was held in March 1991 at which full support to the adjustment program
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was given, including promises of financial assistance once implementation started. On this
basis, Zimbabwe arranged substantial support from the commercial banks in the form of
bridging loans to the amount of US$150 million equivalent.

Important policy measures have indeed been taken such as, inter alia: the
Zimbabwean dollar has been depreciated by about 40%; the fiscal deficit for 1991/92 has been
targeted to fall by over 3% of GDP; the financial performance of a number of major
parastatals has started to improve through price increases for their products and services;
about 15% of imports have been put on Open General Import License (OGIL); export
incentives have been increased; most domestic prices have been decontrolled; and a social
program has been designed to alleviate the transitional costs of the adjustment program for the
poor. Meanwhile the Bank, the IMF and the African Development Bank have prepared their
lending operations in support of the program. The ADB's SAL was approved in December
1991, and the Bank's SAL, which is a blend of IDA/IBRD resources, was presented to the
Board in January 1992. The IMF also presented its program to the Board in January 1992; it
is a three-year program supported by a blend of EFF and ESAF resources.

If ESAP is implemented in full and on schedule, there would be a sustained
increase in Zimbabwe's growth rate to about 5% per annum by 1995. However, it requires a
increase in external financing to about US$3.7 billion over the five years 1992 to 1995 of
which some US$760 million is already committed. This is achievable through a combination
of bilateral, multilateral and commercial financing, without the ratio of debt service to exports
exceeding 25%. Zimbabwe is receiving most of its bilateral assistance in grant form, and
benefits from semi-concessional Bank and IMF support through "blends" of IBRD/IDA as
well as EFF/ESAF resources. The country remains creditworthy for commercial borrowing.
A first Consultative Group Meeting for Zimbabwe will be held, under the Bank's
chairmanship, in Paris during February 17-19, 1992, to brief donors on recent progress in the
country's adjustment program as well as firm up donor financing for the next 12 months.

Notwithstanding the promising start of the Government's reform program,
progress with the reform process could, however, flag. ESAP constitutes a significant break
from the past and there is likely to remain considerable resistance by certain domestic groups.
There is no assurance that the political elite and the bureaucracy accustomed to intervention
will readily accept the forces of a market economy, and the powerful trade union movement
has already stated its concern about the implications of economic restructuring. Another
major concern is that the capacity of Government to implement the program and monitor its
impact may not be adequate, in particular in view of the impending civil service reform.
Therefore the reform process could falter in terms of the scope and/or pace of
implementation.

This having been said, there is clear evidence that many senior officials and
politicians, including the President, believe that economic and political realities require the
existing system to be changed. As mentioned before, Senior Minister Chidzero has been, and
remains, one of the major forces behind the reform program and commitment within the
Government seems to be steadily increasing to take the actions needed to ensure the program's
success. In particular, the Government has prepared a program to mitigate the social costs of
the program and now needs to put the required measures into place expeditiously. Also the
Government has recognized the capacity problem and is taking action, through UNDP funded
technical assistance and training, to strengthen key implementing agencies.

The implementation of the program will also be influenced by a number of
additional uncertainties over which policy makers will have limited or no control.
Domestically, the AIDS epidemic is becoming progressively more serious. National estimates
suggest that half a million people (6% of the population) are already HIV positive. A
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significant proportion of the people dying of AIDS are from the professional/skilled working
group. The ultimate impact of the epidemic on areas such as health services, employment,
and skilled manpower is difficult to predict but may be dramatic. Weather conditions will
continue to have an important influence on food supply and export earnings. Externally, the
political outlook for the Southern Africa region is uncertain and developments in neighboring
countries are likely to affect strongly Zimbabwe's economic future. In Mozambique, the
military conflict goes on (despite recent peace initiatives), threatening Zimbabwe's supply
routes through Beira and Maputo and requiring the continuing presence of Zimbabwe troops
along the transport corridors. This entails a major budgetary burden. In South Africa,
political developments are likely to lead to a normalization of relations with neighboring
countries, including Zimbabwe. Whereas such an opening up would create new trade
opportunities, it would also give rise to increased competition in markets currently served by
Zimbabwean producers, reinforcing the need for greater efficiency and, thus, economic
reform.

Bank Strategy

The Bank's past strategy was to focus on macro-economic and sectoral policy
analysis to foster greater awareness of the need for a broad-based macroeconomic policy
reform and encourage understanding of the fact that such reform was a precondition for
increased Bank assistance. The Bank's economic and sector work has, indeed, helped define
the Government's macroeconomic and sectoral policy agenda. Over the last two years, the
Government has increasingly sought the Bank's informal technical assistance in formulating its
reform program. In the meantime, modest IBRD lending has been feasible because of the
Government's prudent external debt management and readiness to undertake, selectively,
sector-specific policy changes. The Bank's strategy of maintaining support for infrastructure
(e.g. railways, highways, low-cost housing, power), family planning and health care,
undertaking lending in support of poverty alleviation (e.g. communal farming, afforestation,
and small scale enterprises) has assisted in bringing about significant advances. Through
project lending, it has also been possible to secure progress on some important sector policy
issues (e.g. railway and power tariffs, deregulation of transportation services, agricultural
credit policies, etc.). Project implementation and disbursement have been varied but are likely
to improve as a result of ongoing work to revise procurement policies and streamline
disbursement procedures.

Government's recent decision to embark on a program of structural adjustment
means that the prospects for significant improvement in Zimbabwe's macro and sectoral policy
framework are good. If reform proceeds as currently planned, Bank lending to the country
will more than triple over the next five years, from about US$220 million during FY86-90 to
just over US$700 million during FY91-95. A proportion of these resources will be made
available on IDA terms as Zimbabwe has been declared IDA eligible in September 1991. The
role of the Bank is to support the Government in the timely execution of the adjustment
program through all available instruments, i.e., lending; ESW; and aid coordination.
However, the level of Bank support, as well as the type of instruments used (e.g. adjustment
lending) will be contingent on the pace and scope of reform. A number of "policy thresholds"
or "trigger points" have been established which will be used in determining the level and
composition of the Bank's assistance to Zimbabwe, including its continued eligibility to
receive (limited) IDA funds. The basic objectives of the Bank's assistance are: (i) accelerating
economic growth through a regeneration of the investment process; (ii) promotion of an
equitable pattern of development through support to communal farmers, and through fostering
the small scale and informal sectors; (iii) efficient development of key infrastructure and
services in both rural and urban areas; (iv) sustaining and extending Government's successful
efforts in the area of human resource development as well as helping to minimize the social
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costs of the adjustment process; and (v) promoting effective conservation and management of
the environment.

It is planned that, in addition to two fast disbursing SALs, project lending for
agriculture, energy, urban infrastructure, family planning and health care as well as education
will be continued. The lending program will be selective broadened to tackle key constraints
to the success of economic adjustment, notably in selected industrial sectors and in
telecommunications. The Bank's economic and sector work, which involves considerable
collaboration with Zimbabwe nationals and has strengthened domestic analytical capacity, will
also be continued to assist Government in the execution and monitoring of the adjustment
program, the critical element in the coming year being a public expenditure review. In
addition, longer term economic and social issues will receive increasing attention covering the
environment and human resource development. Finally, the Bank will strengthen aid
coordination around the technical and financial requirements of the adjustment program,
primarily through the Consultative Group for Zimbabwe. (For more information on the
Bank's lending and ESW program, see Tab 2.2).

Messages to be Conveyed to Government

The Government of Zimbabwe should be complimented on a number of
successes which have set the country apart from most of the rest of Sub-Saharan Africa: (i)
the creation of a harmonious multi-racial society despite a 15-year civil war; (ii) the expansion
of social services into many previously unserved areas and the improvements made in the
welfare of the majority of small farmers: (iii) the formulation of a "homegrown"
comprehensive economic reform program; and (iv) more generally, managing the domestic
economy in a prudent fashion, avoiding the financial crises which affected most African
countries during the 1980s and, in particular, maintaining the country's international
creditworthiness through competent external debt management.

The Bank strongly supports the adjustment process in Zimbabwe. In line with
Government's decision to embark on a reform program of, the Bank's assistance to Zimbabwe
is set to expand considerably in the coming years, in overall size (as was indicated above) as
well as in composition with 40 - 50% in the form of quick-disbursing balance of payments
support and about 20% on IDA terms. Moreover, the Bank, as chairman of the Consultative
Group for Zimbabwe, will continue to impress upon donors the need for untied and
concessional support if the country's adjustment is to succeed.

Whereas Government's recent policy reforms are a major step in the right
direction, it is important to emphasize to Zimbabwe's policy makers that the momentum of the
reform program be kent up, more particularly now that the foreign financing for the first
phase of ESAP is largely in place. Investor confidence, which is so important for a quick
supply response to the policy changes, can only be built through a continued commitment on
the part of the Government to the timely implementation of all aspects of the program. This
requires the government maintain its commitment and meet its expressed target for phased
trade liberalization and for fiscal deficit reduction. In addition, the following actions will be
needed:

(i) Continued sound macro-economic management through a
combination of restrictive fiscal policies, appropriate monetary policy and
active exchange rate management in order to create more room for private
investment and provide appropriate incentives for exports. Overall demand
management, in particular, will need to address the issue of the high current
inflation rate of over 25% per annum as well as limit the impact of trade
liberalization on the balance of payments.
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(ii) Progressive liberalization of domestic prices and markets in order
to allow structural changes in the economy to take place as well as enhance
competition. The role of the public sector will need to be further reduced, in
particular in setting agricultural prices and taking control of agricultural
marketing which, in the past, has frequently resulted in inefficiencies and
financial losses. With the exception of one or two strategic commodities such
as maize meal and wheat, prices of all other agricultural products should be

deregulated and their markets opened up to the private sector.

(iii) Increased support to the export sector which will be the engine for
growth in the first phase of the structural adjustment program. In addition to
appropriate exchange rate policy, the export sector should be provided with
incentives which will allow Zimbabwe producers to compete on an equal basis
in overseas markets, i.e., duty free access to imported raw materials and
capital goods; automatic access to foreign exchange; access to technology and
technical assistance, etc. Such incentives are either not currently available to
exporters or regulated too tightly.

(iv) Deregulation of investment to lay the foundation for accelerated growth of
the economy and the creation of employment. As the incentives structure becomes
market-based, the need for an investment approval procedure will correspondingly
dwindle and the current sanctioning procedures under the aegis of the Zimbabwe
Investment Centre should be discontinued. Although reform of the regulatory system
is one of the main elements of the Government's adjustment program, little progress
has been made so far in dismantling the restrictive laws and procedures inherited at
Independence that are stifling small scale and informal sector activity.

(v) Strengthening of Government's capacity to manage and monitor the
implementation of the adjustment program. Government's capacity to steer
and supervise the complex reform process as well as make the adjustment to a
more indirect (and market-oriented) management of the economy is limited.
Moreover, the statistical system is weak and does not allow the close
monitoring of the reform program that is essential. Building of appropriate
capacity is thus an urgent task that cannot be dissociated from the process of
downsizing and reorganizing the civil service and increasing the general
effectiveness of public administration.

(vi) Reform of the public enterprise sector is necessary from the point of view
of fiscal deficit reduction and improved operational and financial performance of key
enterprises, including public utilities. The Government has fallen behind on its
timetable to complete preparatory studies which will lead to recommended policy
reforms expected to include: increasing autonomy to public enterprises in tariff setting,
procurement, labor regulation etc.; generalizing the use of performance contracts,
including incentive payments for senior managers; advancing the process of liquidation
or privatization of enterprises where public sector involvement is not justified. Delays
in implementing these reforms may compromise the effectiveness of key enterprises
and the delivery of key products and infrastructure services.

The Bank fully supports the efforts and attention being paid by the Government to a
program of measures to mitigate the social costs of adjustment. The Government has,
with assistance from the Bank, prepared a comprehensive program for consideration at
the Consultative Group meeting which combines actions to assist in the retrenchment
and retraining of displaced employees and to alleviate the impact of cost recovery
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policies on vulnerable groups, with particular regard to health and education charges
and the prices of staple foods.



AGRICULTURE. FORESTRY AND WILDLIFE

I. SUMMARY

The main issues in this sector are:-

Agriculture:

Sustainable future growth in the agricultural sector will depend on the removal of
various constraints currently affecting the sector. There is need to restore viability and expand
agricultural production in general, but particularly of export-oriented crops, and this can be
achieved through:

(i) Liberalization of agricultural marketing and pricing leading to the removal of price
controls and marketing restrictions to create a more create conditions for a more
active role for the private sector marketing channels, offering farmers better
incentives for their produce. Unless a positive pricing policy is adopted for
controlled agricultural commodities, particularly food crops, food security will be
threatened as production of these crops will continue to decline. Greater private
sector participation in marketing activities and the removal of price controls should
lead to a significant reduction of the role of agricultural marketing parastatals
and, correspondingly to a reduction in the level of subsidies paid to these
organizations which are a major contributor to the Government budget deficit.

(ii) Finding satisfactory mechanisms for redressing the highly inequitable land
distribution pattern. This requires that the pace of the resettlement program be
determined by the capacity of Government to settle properly trained farmers and to
provide necessary infrastructure and agricultural services in order to maintain or
even increase current levels of production found in the large scale commercial
sector.

(iii) Improvements in agricultural productivity in the smallholder sector. This requires
development of more appropriate and affordable small scale technology suitable
for the unfavorable agro-ecological environment found in the communal areas.
Hence the need for more resources to be provided to research and extension
services and other relevant agricultural services. In view of the declining budget
allocations to the public sector agencies responsible for agricultural research and
extension, the private sector should be encouraged to increase its role in the
provision of certain agricultural services including credit.

Wildlife and Forestry:

(i) The key issue with both forestry and wildlife is how to create economic incentives
that will encourage the active involvement of local communities in the
management and conservation of these resources to ensure their supply and
utilization on an environmentally sustainable basis. This requires the development
of local integrated farming systems that include the conservation and management
of indigenous resources such as woodlands and wildlife resources leading to
increased rural incomes.

(ii) Strengthening sustainable commercial utilization of these natural resources to
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protect the environment is also an important issue. Wildlife, for example, is a very
important source of income for the tourist industry and the public and private
sectors need to cooperate very closely in formulating and implementing a strategy
for sustainable and environmentally sound utilization of these resources.

II. BACKGROUND

Agriculture, forestry and wildlife are the main land use activities in rural
Zimbabwe and account for over 90 percent of the land area of Zimbabwe while also contributing
significantly to the economy as described below.

(i) Agriculture

Agriculture accounts for 14 percent of GDP, 40 percent of exports and 26 percent
of employment in the formal sector, while also providing subsistence to the 75 percent of the
country's population who live in the communal areas. Although the overall rate of growth since
independence has been rather low at 2.2 percent, the sector has achieved some major successes,
including the dramatic increase in volumes of total maize and cotton production resulting in an
increase in the share of small scale communal and resettlement farmers in total marketed
agricultural output from about 15 percent in 1978 to 35 percent in 1989.

Major agricultural commodities produced in Zimbabwe are maize (the staple
food), tobacco, cotton, sugar, wheat, coffee, tea, groundnuts, soya beans, sunflower seeds,
sorghum, milk and beef. Tobacco is the major export crop, and has recently overtaken gold as
the country's leading export commodity, followed by cotton, beef and dairy products and
increasingly horticultural products.

Zimbabwe's agriculture is characterized by dualism, a legacy of the land policies
pursued during the colonial period, the most visible sign of this dualism being the highly
inequitable distribution of land. Approximately 4,500 large scale commercial farmers (mostly
Whites) control 29 percent of the nation's land area, located mainly in the natural regions with the
highest and most reliable rainfall and with the best soils and the best infrastructure. Consequently,
this sub-sector contributes between 60 to 70 percent of marketed agricultural production. By
contrast, more than 1 million families remain in overcrowded communal lands which account for
42 percent of the nation's land area, and are located mainly in the regions with low rainfall and
poor soils. Population pressure in these areas has also resulted in environmental degradation
manifested in rapid deforestation, soil erosion and siltation of rivers, as unsuitable and fragile land
is being opened up for cropping. In addition to these two dominant sub-sectors there are some
8,500 small scale commercial farmers on about 4 percent of the agricultural land and about
55,000 families who, under the Government's resettlement program, have been recently settled on
about 10 percent of agricultural land previously occupied by large scale commercial farmers.

(ii) Environment

The Government is strongly committed to environmentally sound development.
The main policy paper on the environment, the National Conservation Strategy, adopted in 1986,
aims at promoting development in ways consistent with the most desirable use and conservation of
existing natural resources and the environment. An inter-ministerial committee, is currently
formulating an action plan, to implement this strategy, including a review of current legislation.
All large projects are subject to environmental impact assessment prior to approval. Meanwhile,
the Government is already taking action aimed at environmental protection through the
conservation and management of wildlife,grazing, forestry and water resources. Zimbabwe also
participates actively in international environmental organizations. It has recently agreed to
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subscribe to the Global Environmental Facility and will shortly be submitting projects, such as the
Gonarezhou wildlife project for GEF funding. The two most important areas where the
Government's environment policy is having a significant impact are forestry and wildlife
management as described below:

(a) Forestry

More than 17 million hectares, or slightly less than half of the total land area of
Zimbabwe, is covered with forest. An estimated 15 million hectares are open savanna woodlands
traditionally exploited for fuelwood and pole supply, and more than two million hectares of
indigenous forests are currently managed as forest estates for high quality timber production. In
addition, about 94,000 hectares of industrial plantation, mainly of pine and eucalyptus have been
established of which 22,000 hectares are state-owned and the remainder privately owned. About
6.5 million hectares of the country's indigenous woodlands are located in communal lands, of
which 174,000 hectares cover watershed areas and are protected and controlled by the Forestry
Commission. In areas of high population density, as in most communal areas, woodland cover is
seriously depleted, yet almost all households in these areas depend on wood for cooking and
heating.

(b) Wildlife

Thirteen percent of Zimbabwe is held by the state for the conservation and
protection of wildlife. Outside of this National Parks area, the Government promotes, wherever
applicable, a policy of management and controlled utilization as the best method to ensure the
long-term survival and security of most of its wildlife resources. These resources are a critical
component of the country's rapidly growing tourist industry and the main issues in this sector
involve strategies for increased utilization of these wildlife resources on a sustainable basis,
particularly in the communal areas.

II. ISSUES

Agriculture

The agriculture sector is a critical sector for both economic performance and
poverty alleviation and a strong performance by the sector is central to Zimbabwe's future growth
hence the Government accords very high priority to the sector in the structural adjustment
program. Probably the biggest challenge in Zimbabwean agriculture at the moment is how to
accomplish sustainable growth and bring the majority of the population, i.e. smallholder farmers,
into the mainstream of economic activity, while at the same time expanding the production
capacity and strength of commercial agriculture to achieve increased production of exportable
products and to improve rural incomes. Higher value exportable production should become more
important and this will require significant increases in output for a number of existing products,
notably tobacco, cotton, coffee and livestock. Equally important will be the diversification into
less well-established products such as groundnuts, soya beans, sunflower, horticultural crops.
These appear to offer greater possibilities and have potential for rapid growth, initially from
changes in crop mix in the commercial farming sub-sector and in the medium term from the
smallholder sub-sector.

The three key issues in agriculture as discussed below concern pricing and
marketing policy; land redistribution and resettlement; and small scale farm productivity. In
addition, the sector is adversely affected by limited access to foreign exchange which, in
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particular, seriously affects the operations of the LSCS which relies very heavily on imported
machinery and spares.

1. Pricing and Marketing

Agricultural pricing and marketing policy is highly interventionist, with the
producer and consumer prices of most crops, as well as beef and dairy products being
administratively determined annually and can only be marketed through the highly centralized
single-channel marketing system operated by the four agricultural marketing boards, the Grain
Marketing Board, Cotton Marketing Board, Dairy Marketing Board and Cold Storage
Commission. Excessive administrative controls in pricing and marketing arrangements has led to a
structure of producer prices that may not reflect the optimum production pattern; and the prices
of controlled products have generally not kept up with inflation, resulting in declining viability for
these products. This has resulted in a trend of declining production of these crops which now
threatens the country's food security. The corresponding distributive prices which are heavily
subsidized have also created a serious budget deficit problem for the marketing parastatals and,
ultimately the Government. Moreover, there is currently little scope for private sector marketing
activities.

Along with land reform and improved agricultural services for the smallholder
farmers, reform and liberalization of the pricing and marketing system for both inputs and outputs
is a central theme of the structural adjustment program for reviving growth in the agricultural
sector. The operations of the marketing boards need to be streamlined and commercialized,
private sector participation in marketing activities is to be encouraged through the removal of
price controls abolition of pan-seasonal and pan-territorial pricing and the removal of crop
movement restrictions. Some of the steps which have so far been implemented are the appointment
of independent boards of directors for the four marketing parastatals, with a greater degree of
autonomy over the operational decisions and, to a lesser extent, over prices; partial decontrol of
certain commodities such as small grains, coffee and groundnuts; partial deregulation of
movement restrictions for maize in certain areas. As part of SAL, the Government has agreed to
further liberalization of the agricultural marketing and pricing system through radical reforms of
the operations of the marketing parastatals, liberalization of the agricultural pricing and marketing
system including the elimination of pan-territorial and pan-seasonal pricing, and the removal of
crop movement restrictions including maize to allow private sector involvement in crop marketing.
The Bank has offered technical assistance to the MLARR for the preparation of a strategy to
implement these reforms.

2. Land Issues

The politically-charged issue of land redistribution/ resettlement is also very much
in the forefront. The government intends to pass two bills, the Land Acquisition Bill and the
Land Tax Bill which are intended to facilitate faster acquisition and redistribution of land and to
encourage more efficient land use by increasing the cost to farmers of under-utilizing land,
respectively. The proposed legislation is causing some concern to commercial farmers, who will
be affected by both bills. The Bank's view is that as transition from the present highly inequitable
land distribution pattern is taking place through the resettlement program, the challenge is to
ensure that this follows an orderly process which sustains productivity growth and diversifies
agricultural exports towards high value crops.



5

3. Smallholder Productivity

The enhancement of smallholder farmer productivity is a crucial factor for the
sustainable growth of the agricultural sector and the alleviation of poverty in the rural areas.
Research and extension facilities, although well-developed, need further strengthening and
reorientation towards the needs of smaliholder agriculture. Specifically, there is need to accelerate
the development of low cost, low rainfall technologies as well as technology transfer systems more
appropriate to the needs of the smallholder farmers in the communal areas. To achieve these
goals, there is need for greater efforts in farming systems research in order to develop farming
systems more appropriate to the unfavorable agro-ecological,conditions found in most CAs,
development of improved varieties of drought tolerant crops suitable to these conditions,
development of lower cost more cost-effective and less risk-prone packages for all crops and
regions. Linkages between research and extension also need further strengthening and technology
transfer methods also need to be improved to take into account the needs of the resource poor
farmers, particularly women. Sustainability of the provision of agricultural services by the public
sector against a background of declining budgetary allocations is becoming a major issue, hence
private sector participation in the provision of some of these services is increasingly becoming an
attractive option.

Along with these improvements in technology generation and transfer,there is also need
for greater access to agricultural credit to enable the farmers to purchase the requisite inputs such
as seeds, fertilizers and capital equipment. While the commercial farmers are relatively well
served by the commercial banks as well as the Agricultural Finance Corporation, the latter which
since 1983, is the only financial institution providing credit to the communal and resettlement
farmers is institutionally weak and reaches no more than 10 percent of these farmers. High
administrative costs and high levels of arrears in the smallholder sub-sector are a major problems
and have resulted in a reduction of credit to that sub-sector in recent years. A strategy for
increasing access to credit for the majority of smallholder farmers, coupled with measures aimed
at reducing the levels of arrears is currently under preparation. There is also need to encourage
other financial intermediaries such as commercial banks to extend credit to the small farmers.

Bank lending in agriculture has focussed primarily on the need to improve
smallholder productivity. The FY84 National Extension and Research project provided assistance
in addressing some of these issues through the strengthening of the agricultural research and
extension institutions to enhance their service delivery capability. The Small Farm Credit project
provided for sub-loans to smallholder farmers for seasonal loans for the purchase of inputs The
Agricultural Credit and Export Promotion project, which provides for sub-loans to farmers and
for strengthening the institutional capacity of the AFC and also addresses the foreign currency
problem of the LSCS, is currently under implementation while an Agricultural Services Project
including extension and research is currently under preparation.

Forestry

The main constraints to forestry development are institutional capacity and land
tenure. The Forestry Commission needs to strengthen its capability in respect of the provision of
forestry support services to the smallholder farming sub-sector. Approaches such as nursery
development on-farm forestry extension and woodlot development for fuelwood and construction
poles have yet to be fully appreciated by local communities. Afforestation programs also face the
problem of land availability in the high density (but often wood deficit) communal areas, most of
which are over-populated. In addition to the availability of land, the complex communal land
tenure poses questions regarding security of tenure. Communal grazing rights also impede ready
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responses to the wood crisis. The Government is, however, actively dealing with both the land
use and land tenure problems. The key strategy here is to integrate trees in the farming system in
CAs by creating economic incentives and benefits that will encourage the active involvement of
local communities in the management and conservation of forest resources. Through initiatives as
the rural afforestation program and the National Tree Planting Day, Government is actively
encouraging local participation and raising the consciousness of the rural communities to the
importance of trees and the conservation of the environment.

The first Bank forestry project was completed in 1989 and the second project is
currently under implementation. The main objective of both projects is to assist the Government
in its efforts to promote conservation awareness and better forest management among the rural
population aimed at of reversing environmental degradation in the rural areas.

Wildlife

Zimbabwe has spectacular and highly marketable wildlife resources which offers a
remarkable opportunity to enhance rural production and local living standards without eroding the
nation's irreplaceable environmental capital. In many areas with wildlife potential, outside
protected areas,there are few other possibilities for sustainable development and wildlife can be
managed alone or integrated with agriculture. Many of the areas adjacent to the Parks and
Wildlife Estate are communal lands which could benefit if tourism development was to be located
in these areas to utilize the significant wildlife populations here, and this could make a very
meaningful contribution to increasing incomes, employment, infrastructural and social
development.

Recently Zimbabwe has been developing policies and institutions which allow
wildlife to be effectively utilized. The most important of these has been to allow landholders the
right to exploit wildlife resources sustainably and this policy has resulted in increases in wildlife
on private land and in wildlife becoming an increasingly important economic activity. About 10
percent of the commercial farming area in Zimbabwe is currently being utilized for commercial
wildlife ranching. Through the Communal Areas Management Program for Indigenous Resources
(CAMPFIRE) Program of locally instituted wildlife utilization schemes, control has recently been
divested to some communal areas and the indications are that it is becoming an important engine
for growth in these areas. These schemes, apart from involving locals in sustainable wildlife
management and utilization, have the advantage of providing direct financial benefits to the local
to communities. The ban on the ivory trade recently imposed by the Convention on International
Trade in Endangered Species (CITES), however, threatens to deprive these schemes of export
markets for one of their most lucrative wildlife based products while also losing the country
valuable foreign exchange despite Zimbabwe's wildlife conservation policies which aim to
maintain ecological balance through careful control of wildlife populations through controlled
hunting and culling exercises while illegal poaching is curbed by strict anti-poaching laws.

Despite the growing importance of wildlife for the tourist industry, there has,
however, been little investment in wildlife utilization research and development and there is need
to expand this knowledge and to make wildlife options more readily available for all sectors to
invest in. The proposed Wildlife Management and Tourism aims to promote environmental
conservation and sustainable land use based on wildlife utilization and tourism and also to enhance
the institutional capacity of Government organs, particularly the Department of National Parks and
Wildlife Management, which plays a pivotal role in the wildlife industry.



INDUSTRY. TRADE. FINANCE AND ENERGY

Keynote paragraph

Trade liberalization is one of the central themes of the Economic Structural
Adjustment Program (ESAP) and is expected to have a significant positive effect on the
industrial sector. This sector has experienced low growth in recent years and has been
hamstrung by foreign exchange shortages and excessive controls and regulations. It is
essential that these latter, notably as they affect new investment and labor mobility, be
addressed effectively in close consultation with the private sector if there is to be a strong
supply response to the changing policy environment.

I. INDUSTRY

Zimbabwe has probably one of the largest, most diversified, and sophisticated
industrial sectors in Sub-Saharan Africa, outside the Republic of South Africa (RSA). The
sector accounts for about one-quarter of GDP - roughly three times the average for developing
Africa - 17% of wage employment and 35% of exports, and is mainly privately-owned. A
wide range of goods are exported, but with iron and steel accounting for about one-quarter of
industrial exports. Only 25% of inputs are imported - a very low proportion for a country of
its size and stage of development. Zimbabwe has one of the few industrial sectors in sub-
Saharan Africa with a positive balance of trade.

Industry performance has however been disappointing in recent years. In the
1980s, real growth averaged 1.5% per year and employment and exports barely grew at all.
Investment levels have been very low and capital productivity has been falling as obsolete
equipment has not been replaced. This situation has arisen out of the existence of
inappropriate policies which have not created an incentive to new industrial development.
These policies, most of which date from the pre-independence era, were principally:

* strict allocation of foreign exchange restricting access to imported inputs and
de facto protecting industry through quotas;

* licensing of investment (including for expansion of existing facilities) slowing
the growth of output and industrial employment;

* labor legislation subjecting employers to lengthy procedures in case of
dismissal constraining employment expansion; and

* price controls distorting domestic prices.

The government has recognized that sustained growth of industrial output,
employment, and exports requires extensive modifications of the policy environment. The
critical measures have been laid out in the government's Framework for Economic Reform
document, implementation of which began in early 1991. The foreign exchange allocation
system is being reformed to allow a progressively larger proportion of imports to be freely
imported under open license (OGIL).

This is being complemented by measures that allow factors of production to
move into relatively profitable activities as a spur to capital formation and to change in the
pattern of incentives for resource use. These reforms include simplification of procedures for
sanctioning new investment through a single window Zimbabwe Investment Center (ZIC),
eliminating direct intervention in wage bargaining and lifting controls on hiring and firing.
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Price controls are gradually to be eliminated on all but items of basic necessities and on
certain public utility prices.

Bank lending and sector work has been reoriented to support the required
policy reforms as well as to tender assistance to specific sectors. le structural adjustment
loan (SAL) will support regulatory reform as well as providing foreign exchange. Given the
need to accelerate job creation, support will continue to extended to small scale industries to
help overcome typical constraints such as: access to financing, subcontracting opportunities
with larger firms, increasing exports, removing licensing and other regulations. The Bank
also recognizes that certain leading sectors may need particular support if a strong supply
response is to be forthcoming. Accordingly a project to support construction industry
development is under preparation to inter alia provide foreign exchange for reequipment.

II. TRADE

The essential underpinning of the Government's strategy for renewed industrial
sector growth is provided by exchange rate and trade policy. The exchange rate depreciated
34% in the first nine months of 1991 in order to boost export profitability. A program of
trade liberalization is to be implemented over the period 1991-95. This will lead eventually to
a fully market based system of foreign exchange allocation, with all but a few products on
OGIL by 1995. At the end of 1991 about 15% of imports, largely raw materials, were
already included. The program will allow industry time to adapt and to take advantage of
emerging opportunities especially in export markets.

During this period, the Government also intends to reform export incentives
and rationalize the tariff structure. The export retention scheme (ERS) has been expanded and
will amount to 25% of export earnings from early 1992. ERS funds will be transferable. The
minimum import tariff has been increased by 10% and it is expected that duty on most OGIL
imports will be 20%.

Tourism is one export sector that has considerable potential for expansion.
Zimbabwe possesses two World Heritage Sites in Victoria Falls and Great Zimbabwe and
possesses abundant wildlife in some of the best parks in the region. Tourism development has
been hampered by lack of marketing and of infrastructure facilities which will be addressed
inter alia under a forthcoming wildlife management and tourism infrastructure project of the
Bank. This project will build on an already successful program for encouraging local
participation in the profits from wildlife management.

III. FINANCE

Zimbabwe's financial sector is also highly developed by the standards of most
developing countries. The financial system contains a multiplicity of specialized financial
institutions, including commercial banks, merchant banks, discount houses, insurance
companies, building societies, an active stock exchange, and the Post Office Saving Bank.
The majority of these institutions are privately owned.

Government policies in the financial sector have been largely confined to
monetary management of broad aggregates. Government has recognized that monetary policy
formulation has to evolve to control inflation and realize monetary and fiscal targets under the
adjustment program. Interest rate policies are administered on criteria indicative of market
conditions, with a base lending rate and minimum rather than maximum rates prescribed on
most accounts. Other rates have been freed except for the POSB and building societies where
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ceilings still apply. In the latter case this has caused considerable exodus of funds thus
imperilling lending objectives (see Infrastructure: Urban).

Interest rate management is expected to be further liberalized until their full
determination by market forces, at which point open market operations would become the
primary intervention instrument. The other main thrusts in government policy will include:
streamlining regulation of stock market activity; removing remaining barriers to entry into the
financial sector for foreign financial institutions. Support to the financial sector is already
being provided through several IFC lines of credit. The Bank is planning to undertake a
financial sector review in the next fiscal year.

IV. ENERGY

Zimbabwe's main indigenous energy resources are biomass, coal (good
quality, low cost) and hydropower (mainly in the Zambezi). Prospecting for crude oil,
uranium ore and geothermal energy has not proven any substantial reserves. Some potential
exists for the development of solar and wind energy and for the exploitation of coalbed
methane. All petroleum products are currently imported, mostly through a pipeline from the
Mozambican port of Beira to Mutare. Electricity generation and distribution is the
responsibility of the parastatal Zimbabwe Electricity Supply Authority (ZESA) with total
generating capacity of 1850 MW. The main sources of energy supply being: domestic coal
based generating units; hydropower from the Kariba South plant; imports from Zambia.

The Bank has supported Zimbabwe's energy sector with two power loans and
one petroleum supply assistance credit. A power distribution project is due for Board
presentation this fiscal year. IFC has supported a coal project and has recently approved a
project to extend the petroleum products pipeline to Harare. The Bank loans have also
contributing to institution building at ZESA, notably through the preparation of rolling five
year investment programs, improving system efficiency and strengthening of financial
management. However ZESA's financial soundness is still unsecured because of persistently
late and inadequate tariff increases granted by Government. Action is being taken to redress
this situation through the proposed project and the SAL which will support increased
autonomy for ZESA in tariff setting. Tariffs are to be set with reference to long run marginal
cost which will help promote energy conservation.

The other major sectoral issues revolve around the strategy to follow for
assuring adequate least cost energy supplies. To this end the Bank through the ESMAP has
helped prepare an Integrated Energy Strategy Evaluation for Zimbabwe (see Summary of
Recent Reports, Tab 2.4). The report highlights the need for a core program of Z$5.2 bn in
investment through year 2000 with short term energy requirements coming from better load
management, the rehabilitation of existing coal fired plants and continued imports from
Zambia. In the medium term, imports from Cahora Bassa in Mozambique might be the least
cost solution with back up from gas turbines. These latter recommendations are however
under discussion with Government which favors expanding the Kariba South hydro station at
the earliest opportunity. The Bank has advised consistently against the latter as
hydrogeological conditions in the Zambezi basin would probably generate little additional firm
energy.



INFRASTRUCTURE

Keynote paragraph

Zimbabwe possesses a relatively well developed infrastructure. The main
challenge will be to build on past accomplishments and extend infrastructure into currently
underserved areas, all within a resource constrained environment. Maintaining a high quality
infrastructure will be vital to assuring a supply response under the Economic Structural
Adjustment Program (ESAP). This will require action in the following areas:

* improving operations and maintenance performance;

* increasing investment in selected areas to overcome bottlenecks especially in
water supply, telecommunications and urban transportation;

* strengthening sector institutions to increase the effectiveness of planning and to
improve the management, quality and delivery of infrastructure services;

* building capacity at municipal and local authority levels.

I. TRANSPORT

The existing transport infrastructure - railways, roads, airports - has evolved
to serve the country's primary mining, industrial and commercial farming centers. The main
challenges are now to maintain existing infrastructure, to extend services especially to the
communal areas, to diversify international routes, and to resolve urban transport shortages.

A. Railways

The railways, which are operated by a public monopoly National Railways of
Zimbabwe (NRZ), dominate transport movements within the country and across frontiers both
of which are dominated by high volume low value commodities for transport over long
distances. Zimbabwe is unusually dependent on rail traffic, and has one of the highest rail
traffic intensity indicators according to Bank measurement. In addition, NRZ is the largest
employer among parastatals.

Up to 1989, the operating and financial performance of the railways was poor.
Demand for transport could not be met thus creating significant disruption to economic
activity. Financial performance deteriorated to such an extent that deficits, covered by
government subsidies, reached 1.8% of GDP by 1989. This situation arose from a variety of
problems of which the most important were: ineffective maintenance and operations
management; excessive overhead costs; inadequate foreign exchange; inappropriate tariff
levels and structure.

The railways have since effected a remarkable turnaround which is now held
up as a model for the reform of other key parastatals. At the root has been a Framework
Agreement between Government and NRZ through which the latter has been granted greater
autonomy in setting tariffs, salary levels and structure, improved access to foreign exchange
for a commitment to a significant service improvement through the Operations Improvement
Plan (OIP). Actions already under way include rationalization of the locomotive fleet,improved manning practices and a reformed maintenance organization. As a result, NRZ
expects to go from a deficit of Z$228 mn in 1989/90 to one of less than Z$70 mn in 1991/92.
This performance has attracted considerable donor interest, including from the Bank, for both
the next 5 years investment program and for support to the OIP.
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The quality of the existing highway network is very high by regional
standards, though the condition of some roads has begun to deteriorate in the absence of
adequate maintenance and the coverage of the communal areas remains quite poor. These
issues are being addressed through an annual highways program supported inter alia by the
Bank through two Highways loans. Some success has been recorded in reducing the
maintenance backlog, though improvements in public expenditure programming are now
needed to sustain this progress.

The road construction and maintenance program needs to be supported by a
number of other actions in the objectives are to be met, that is: increasing the capacity of the
indigenous construction industry to reduce the present dependence on force account for rural
roads; training and capacity building in road maintenance, supported by the Road Maintenance
Initiative (RMI) a regional program managed by the Bank; and simplifying the regulation of
road transport to increase competition and improve service to the communal areas.

C. Air

Air transport cost and availability is a significant factor affecting exports,
particularly high value and perishable items, and tourism. Present regulations severely
constrain the number of international flights as does the limited capacity of Zimbabwe's
airports, especially Harare and Victoria Falls. Internal flights are presently provided only bythe parastatal Air Zimbabwe which has suffered management problems and which has been a
net drain on public resources.

A number of these constraints are being addressed. The quality and frequency
of international flights is being improved through cooperative arrangements with other carriers
in the SADCC region. Airport facilities are to be extended. The management of Air
Zimbabwe is being strengthened and autonomy in determining domestic fare levels has been
granted.

D. Urban Transport

The provision of urban transport services, especially in Harare, has not kept
pace with demand in recent years. Serious costs are being imposed on the economy which the
government is now seeking to address, with Bank assistance under the planned urban
transportation project.

In the framework of a comprehensive assessment of transport needs, the
government intends to: increase the supply of passenger transport, using existing road and rail
facilities; facilitate entry of private sector operators to increase choice; rationalize fare settingto increase profitability; and strengthen planning and operational capacity. Two important
outstanding issues are: how and when the government will increase competition in the roadsubsector; whether the government will seek formally to renegotiate the exclusive franchise
agreement of ZUPCO, a joint public/private sector venture.

II. COMMUNICATIONS

The inadequacy of existing telecommunications services has been identified asa potentially major constraint to development, both from the viewpoint of government and
business efficiency and for the supply response. Growth in service provision, of about 2%
per year over the past 10 years has failed to keep pace with demand, and over 75,000
applications are pending. Service quality has been declining due to inadequate investment in



network improvement and expansion. The monopoly service provider, PTC, does not make
losses though its financial performance has deteriorated.

The actions required have been identified and would be supported by the Bank
through both the SAL and a telecommunications lending operation. These include: review of
the investment program to focus on rehabilitation and extension of basic services;
strengthening management capacity in all areas; granting increased autonomy to PTC in the
area of tariff increase; introducing private sector involvement, probably starting with a joint
venture in mobile telephony.

III. WATER

In common with other countries in the region, Zimbabwe faces an emerging
problem of shortages of bulk water supply. These shortages are already affecting the urban
development program and threaten the supply response in the agricultural and industrial
sectors, especially in the lowveld area. Water rationing has already had to be introduced at
times in Bulawayo and Mutare for example. By contrast, a very active donor supported
program has been in place over the past 5 years for improving rural access to water supply
and sanitation. At Government's request, the Bank is presently participating in a sector
review.

The Government has recognized that increased attention to the bulk water
problem is needed and may call on outside assistance, including that of the Bank, to: rapidly
assess the supply situation and identify a phased least cost program to respond; review the
policy and institutional framework with particular regard to tariff policy to encourage effective
water conservation and to the role of government in regulation and service provision. The
Bank has indicated its readiness to help undertake and finance the required study which would
be required before any definite choices on investment were taken. This would enable us to
judge, inter alia, the feasibility of various alternatives including a scheme to pipe water
directly from the Zambezi river.

IV, URBAN

Improvements in the provision of services and infrastructure for urban
development represents one of the main challenges facing Zimbabwe, as the Bank has
recognized through providing assistance through two urban sector loans. The urban
population is growing at twice the national average rate placing heavy demands on municipal
authorities and increasing already lengthy waiting lists for access to serviced sites - up to
30,000 new sites per year are needed just to maintain the current backlog whereas about
14,000 sites are actually being completed.

The capacity of municipal authorities to manage these demands and to plan
appropriately for investment in urban infrastructure is being upgraded. The initial focus has
been on improving financial performance, through tariff increases and training and manpower
development in accounting. The role of the private sector in the financing of urban
infrastructure is being expanded through low income housing loans, which are planned to
represent 25% of all building society lending in Zimbabwe. Recent changes in monetary
policy have slowed this process as building society access to funds has been curtailed and rises
in interest rates have affected affordability of housing for low income groups.



V. RURAL

The provision of rural infrastructure is unequally distributed in Zimbabwe due
to the dualistic structure of local government: rural councils manage the wealthier commercial
farming areas, whilst district councils manage the communal and settlement areas. A Rural
District Councils Act was passed in 1988 to provide for the merger and redrawing of local
government boundaries, but this has yet to be put into effect and may not be so before early
1993.

Local government reform provides a framework in which decentralization of
responsibility for service provision can be affected. In the districts, much service provision
and routine maintenance is presently carried out by a central District Development Fund
(DDF), particularly in the case of roads and water supply. Local governments would be given
the power to raise revenues to meet at least some of the costs.



ZIMBABWE: HUMAN RESOURCES

Overview of Achievements

people. Much has been achieved in Zimbabwe in raising the quality of life of the

* In a region where life expectancy at birth averages only 51 years, in
Zimbabwe it is now 63 years.

* In contrast to a regional average for infant mortality of about 110 deaths per
1,000 live births, the corresponding figure in Zimbabwe is now about 47.

* Similarly for primary school enrollments, the regional enrollment ratio is
about 72, whereas in Zimbabwe it is considerably better at 128.

* And in terms of food availability, the calorie supply per capita in Sub-
Saharan Africa as a whole is about 2,094, while in Zimbabwe it is estimated at
about 2,232.

Part of the explanation for the relatively advanced human resource status of
Zimbabweans lies in the higher economic standing of the country - per capita GNP in
Zimbabwe is estimated to have been about US$640 in 1990, in contrast to the regional
average of about US$330 - but it is also due to the Government's deliberate policy of
expanding the provision of social services since Independence in 1980.

(i) Education

From 1981 to 1991 primary school enrollments grew at an average annual
growth rate of over 3 percent, from a total of 1.68 million to 2.31 million; and for secondary
school enrollments, the increase was from 74,321 to 703,889, at an annual growth rate as
high as 25 percent. The University of Zimbabwe, too, expanded rapidly from 1,873 students
in 1981 to 11,220 students in 1991, and in the latter year a second public university (with an
initial intake of 258 students) was also opened in Bulawayo. Taken together, the growth in
enrollments was at an annual rate of nearly 20 percent.

(ii) Health

A similar expansion of services took place in the health sector. The
Government extended health care to previously unserved areas of the country by constructing
and staffing about 290 clinics, reconstructing about 160 war-damaged clinics, and upgrading
an additional 160 facilities. To provide preventive and promotive (as well as some simple
curative) services at the grass-roots level, more than 4,000 village health workers (now
community development workers) were trained between 1980 and 1985. The Government's
primary health care emphasis brought about some significant improvements in the quality of
life of the people: for example, the proportion of children fully immunized rose from 25
percent in 1980 to 67 percent in 1991.

(iii) Family Planning

A particularly dramatic increase also took place in the proportion of women
using contraception - from a rate of about 8 percent at Independence to a figure of about 41



percent using modern methods in 1991. If traditional methods of family planning are also
included, then the present rate is estimated to be about 48 percent, considerably higher than
anywhere else in Africa. This expansion was partly due to the strengthening of the national
family planning program - which includes both service delivery and also education and
information activities - and which was given the full backing and support of the new
Government at Independence. But it was also due to social and environmental factors, and
especially the relatively high level of female literacy in the country.

(iv) Women in Development

After Independence, the Government took many measures to improve the
access of women to productive and social services, and introduced progressive legislation to
help ensure equal rights for women. The expansion of social services benefitted girls and
women as much as boys and men, and efforts were also made to redistribute land to resettled
families. Despite these achievements, however, the vast majority of women continue to
shoulder disproportionately heavy physical and family workloads.

World Bank Support

In the human resource sectors, financial support from the World Bank to
Zimbabwe so far has been for two family health proiects (comprising health and family
planning activities). In 1982 the World Bank carried out a sector review of population, health
and nutrition, and then assisted the Government in the identification and preparation of a
family health project. The total cost of the project was US$52 million. The Bank itself
contributed US$10 million to the project and helped the Government secure grant cofinancing
of another US$15 million. In 1991 a follow-up family health project of US$25 million was
approved by the Board, and the Bank again assisted the Government to secure a considerable
amount of grant cofinancing for the project. Collaborative analytical work has also recently
been undertaken by the Bank and the Government in reviewing (i) health financing and (ii)
population sector issues.

In education, a preliminary sector review was also carried out in 1982 - and
this was followed up by the design and appraisal of a proposed manpower development
project. Unfortunately, the Government decided not to go ahead with this manpower project.
In 1990, however, the Government requested the Bank to undertake a detailed review of the
problems facing primary and secondary education in the country. Despite the tremendous
achievements made in democratizing the education system , the subsequent report argued that
the rapid expansion of enrollments has strained the capacity of the system to deliver effective
education. This pressure is particularly apparent in the rural areas, where learning
achievements are significantly lower than in urban schools, and at the secondary level and
among girls. An education proect to address these issues is now being prepared, and it is
expected to be ready for appraisal before the end of the present fiscal year.

Two reviews of issues facing women in Zimbabwe were carried out in 1991,
the first being a strategy paper and the second being a specific analysis of the role of women
in the informal sector of the economy. The former presents a plan of action to enhance the
contribution of women to the economic and social development of the country; while the latter
analyzes the structure and functioning of the informal sector and the role of women in it, so as
to improve the effectiveness of Government and donor policies impinging on it.

As part of the design of the structural adjustment program, considerable
attention was given to the social dimensions of adustment and specifically to the integration of
social and poverty concerns into the formulation of the policies to be undertaken by the
Government. In several areas, changes were made to the adjustment measures being adopted



in order to ensure that poor and vulnerable groups would be protected as much as possible.
The Bank also helped the Government in the planning of a social development fund, which
has been established to channel investments into high priority social areas during the
adjustment process.

Future Challenges

For the future, the Government is faced with the challenge of further
expanding and improving the social sectors - and also with reducing significant distributional
inequalities which still exist - but within a highly constrained resource situation. To meet this
challenge, the Government will be supported by the Bank through the recently approved
second family health project and hopefully soon by a basic education project too.

Additional efforts will also be needed to deal with the AIDS epidemic. HIV
infection levels are now probably in the region of 15-20 percent of the sexually active
population, although the official statistics so far only report about 7,000 cases of full-blown
AIDS. The latter figure is certainly a severe under-estimate, with a more likely total number
of cases now being about 25,000-30,000. With perhaps 500,000 people now infected by HIV,
the death rate from AIDS is bound to increase sharply over the next few years and there will
undoubtedly be serious economic and social consequences. Over the last year or two, there
has been increasingly widespread acknowledgement within Zimbabwe of the extent of the
epidemic and the likely future growth of AIDS cases. However, further efforts are needed to
strengthen the national AIDS program, and consideration is now being given to the design of a
possible IDA-supported project in this area.



STATUS OF BANK DIALOGUE

Background

During most of the 1980s, i.e. the first 5-7 years after Independence, relations
between Zimbabwe and the Bank were somewhat distant. This was due, at least initially, to a
degree of suspicion on the part of the country's socialist-oriented government concerning the
intentions of the market-oriented Bretton Woods Institutions. Subsequently, this translated
into a difference of views concerning the need for a structural transformation of the economy
which lasted until 1989/1990. In the meantime, lending was limited to sectors where
agreement existed about the direction of policy: health and family planning, urban
development, infrastructure and smallholder agriculture. These operations were based on
extensive Bank sector work which acted as a catalyst in formulating sectoral policy
adjustments. This work, which involved considerable collaboration with Zimbabwe nationals
and institutions, also established the Bank as a serious and competent partner in the country's
development process.

Role of the Bank Group

The Bank's 1987 Country Economic Report was followed by reports on
private investment and government policy as well as the capital goods subsector and this
provided much of the impetus to the Bank/Government debate on the various aspects of a
reform program. In addition, a large volume of informal economic analyses prepared by the
Bank's Resident Mission on specific reform topics contributed to the Government's decision,
outlined in mid-1990, to move forward with its economic reform program, generally known as
the economic structural adjustment program (ESAP). Bank and IMF staff assisted the
Government in preparing its Framework for Economic Reform which was submitted to a
donor consultation meeting in March 1991. The Bank will seek to maintain a leading role in
the provision of economic advice to Zimbabwe through a Country Economic Memorandum
planned for FY93 and through periodic macroeconomic updates such as that prepared for the
Consultative Group meeting.

The role of the Bank in Zimbabwe is to support the Government in the timely
execution of its macro-economic adjustment program together with complementary sector
specific reforms and investments that are needed to promote growth and poverty alleviation.
The chief instruments are lending, economic and sector work and aid coordination. Until
recently, the potential scope of the Bank's project assistance was restricted by the non-
availability of IDA funds for Zimbabwe. The Government preferred to borrow IBRD
resources for commercial and semi-commercial activities which limited Bank involvement in
the country's social sectors. However, management's recent decision to make Zimbabwe
eligible for limited IDA funds will allow increased lending to flow to these sectors. An initial
sum of US$150 million of IDA funds has been set aside for the Zimbabwe program for the
period of IDA-9.

Despite the socialist leanings of the current Government, particularly in the
early years of Independence, the private sector is a major driving force in the economy in
general and behind the adjustment program in particular. As such, IFC has an important role
to play in further developing private investment in Zimbabwe. Its portfolio is increasing
rapidly from an annual average of about US$20-30 million at the end of the 1980s to a
projected US$100 million in the years to come. An IFC Regional Office was opened in
Harare in July 1990, complementing the Bank's Office which was opened in 1985. Two Bank
sponsored programs now have subregional offices based in Harare, that is the African Project
Development Facility (APDF) and the Municipal Development Program (MDP). The African
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Capacity Building Foundation (ACBF) headquarters is also located in Harare and has been in
operation since May 1991.

Lending and ESW

Macro-economic management is being supported under the recently approved
SAL (IBRD/IDA blend financing) covering the first 18 months of the 1991-95 economic
reform program, as well as by an EFF from the IMF. Broadly, the Government's reform
program consists of the following elements: (a) reduction in the fiscal deficit/GDP ratio, inter
alia through parastatal and civil service reform, to maintain fiscal stability and facilitate a
recovery of private investment; (b) a phased trade liberalization program to replace the
present foreign exchange allocation system with a market-based system; (c) domestic
deregulation involving both factor and product markets; (d) supporting sector specific policy
initiatives; and (e) measures to alleviate the impact of reforms on Zimbabwe's vulnerable
groups. The second phase of the program would be supported by a FY94 Trade and Industrial
Policy Ad iustment Loan (TIPAL) and would draw on the results of planned economic and
sector work. The FY92 Public Expenditure Review will make an important contribution to
restructuring and downsizing the public sector. The FY93 Financial Sector Review will
identify measures needed to accelerate domestic savings mobilization and to increase the
efficiency of financial intermediation.

The Bank's proposed project lending program for the next 3 years is broader
than in the past. Lending over the past five years was focussed primarily on social and
physical infrastructure and communal farming. It is proposed that, as structural adjustment is
implemented, project lending for social and physical infrastructure and small-scale farming be
continued and that there be additional lending for key sub sectors of industry, like construction
and small scale industries and for telecommunications.

In agriculture, the current strategy is to continue assisting the smallholder sub-
sector while attention will also be given to the expansion of export-oriented activities for the
whole sector. Through our FY89 Agricultural Export Promotion Proeet, the Bank has begun
to address the issue of targeted assistance to small scale farmers, particularly women, while
also providing support for diversification. This will be broadened to include other (non-farm)
rural activities which will constitute a major new element in our strategy for poverty
alleviation. The Agricultural Sector Memorandum has identified a strategy that calls for
policy and institutional reforms, including market and price liberalization and for greater
involvement of the private sector in the provision of agricultural services; viable land
redistribution and resettlement; and increased investment in small scale technology
development to improve smallholder productivity, and the Bank's strategy is to encourage
rapid adoption and implementation of these recommendations through the SAL as well as
project lending. The proposed FY94 Agricultural Services PrJect will address some of these
critical issues. Technical support will be provided to strengthen the government's analytical
capacity to facilitate the formulation and implementation of an agricultural liberalization
strategy.

In the forestry sub sector, the FY90 Forest Resources Management and
Development Proect aims at promoting conservation of indigenous forests and the
environment as well as sustaining the production of fuelwood by promoting tree planting in
the communal areas; improving forest management and control and improving commercial
timber exploitation. The Forestry sub-sector review, currently under way, will identify a
strategy for further strengthening of the Bank's involvement in the sector and will be a major
element of the Bank's strategy for ensuring sound environmental management.
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The proposed FY95 Wildlife Conservation and Tourism Infrastructure Project
will, inter alia, promote conservation through the introduction of sustainable wildlife
utilization in Zimbabwe's farming systems particularly in communal areas adjacent to National
Parks areas. The project is a major element to facilitate better exploitation of Zimbabwe's
large tourism potential in an environmentally sustainable manner.

In Industry and Mining, the Bank's objective is to encourage further removal
of the anti-export bias and support increased and efficient investment. The role of the
macroeconomic policy reform, to be supported by the two adjustment operations, is obviously
vital in achieving this objective. Given the major role assigned to the private sector, the Bank
and IFC will collaborate on a joint FY92 Private Sector Development Plan which will help
determine respective lending and sector work priorities. However two particular sectors have
already been identified for specific support from the Bank. Building on the experience of a
first KE project and on an Informal Sector Report, the small and microenterprise sector will
be assisted. The FY93 Standby SMED will diversify assistance in this sub-sector and
specifically, address the needs of the informal sector and within it, women entrepreneurs. The
project will seek extensive reform of the regulatory system currently stifling small scale and
informal sector activity, improve credit access, training, and business services. A major
employment response is expected to result from the improvements in the policy framework
and the resources made available by the project. The construction industry will be assisted
through the FY93 Reserve Construction Industry Development Project. The project has been
designed to address impediments to exports, provide foreign exchange for capital reequipment,
and promote the indigenous contractor sector. The ability of the construction sector to meet
rising demand for its services is seen to be crucial in the first years of the adjustment
program.

In the Energy sub-sector, the Bank's strategy is to continue its present lead
role in promoting efficient capital investment, and improving operational and financial
efficiency, particularly of ZESA. Notwithstanding past successes, renewed efforts will have
to be made to moderate the Government's ambitious investment program and undertake
necessary institutional and policy improvements. The recently completed Integrated Energy
Strategy paper has identified the next least-cost investment projects, and has broadened the
dialogue on energy issues including demand management, energy conservation, pricing policy,
procurement and storage of liquid fuels, renewable energy promotion, and institutional
development. The FY92 Power Distribution project as well as the FY94 Standby Energy
project, will assist in implementing related policy measures, in addition to financing specific
sector investments related to electricity generation, transmission and distribution. The Bank
will promote the use of the Global Environment Facility for support to solar energy
development.

The Bank's assistance to Infrastructure will focus on tackling major policy,
institutional and other constraints to successful economic adjustment. Thus far the Bank has
so far focused with some success on highways, railways, and low-cost housing. There have
been two projects in the roads sub-sector, a third railways project (FY91) was recently
approved, and a second urban development project is now under implementation. Under these
projects, considerable progress has been made with respect to institutional and policy issues.
The only further assistance proposed for these sub-sectors is in urban development, where the
ongoing program of low-cost housing and development of financial and management capacity
in the municipalities will need to be broadened. A third Urban Development project has thus
been programmed for FY96. Other assistance to the infrastructure sector is proposed to
follow new directions given pressing constraints in these subsectors. FY92 U~rbm
Transportation project will address supply constraints and institutional problems, as will FY93
Telecommunications project with regard to communications infrastructure. On the basis of the
ongoing Rural Water Supply and Sanitation Review, a Rural Water project is programmed
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for FY96. This project may provide a vehicle for a sustained improvement in rural
infrastructure through supporting capacity building at local government level. Tourism
infrastructure will be upgraded through the FY95 Wildlife Conservation and Tourism
Infrastructure Proiect, already mentioned. In all these areas, Bank assistance will support
policy reform and fund needed investment.

Within Human Resources, the Bank's proposed strategy with respect to family
planning and health care is to: (a) assist Zimbabwe in sustaining the present trend towards a
rapid decline in population growth; (b) support Government's ongoing efforts to strengthen the
health care system, and to improve both the efficiency of delivery and cost recovery; and (c)
assist in the containment of AIDS. The FY91 Family Health II project has been designed to
make a contribution in all of these areas. A follow-up project, FY95 Standby Family HealthfIl, would reinforce ongoing operations and extend the coverage of the health and family
planning services, as well as address issues emanating from the FY92 Nutrition Study. As to
the education sub-sector, our strategic objectives are to: (a) strengthen management and
institutional systems; (b) improve the equity and efficiency of resource utilization in order to
increase learning achievements throughout the country; and (c) encourage further resource
mobilization, especially from non-Governmental sources. The recently completed Education
Sector Memorandum, which deals with inter alia the issues of learning achievements and cost
recovery in a tighter fiscal environment, sets a policy agenda along these lines. The FY93
Education I project is proposed in support of these policy initiatives.

Aid Coordination

Until recently, there was no formal aid coordination activity in Zimbabwe.
Although there was a degree of informal coordination under UNDP auspices and between
specific bilateral and multilateral agencies, external aid coordination had not been encouraged
by the Government which so far had preferred to deal with donors bilaterally. In the context
of the formulation of its macroeconomic reform program, however, Government's attitude
towards aid coordination has changed. As mentioned earlier, the authorities have requested
the Bank to chair a Consultative Group Meeting to seek broad-based external support for the
adjustment process. This meeting is scheduled for February 1992.



February 6, 1992

VISIT OF MR. PRESTON TO ZIMBABWE

(February 10 - 13, 1992)

THE PROPOSED LAND ACQUISITION BILL IN HISTORICAL

PERSPECTIVE

The land problem originates from the colonial period

when, through several pieces of legislation, the country was divided

into two basic blocks along racial lines. Half of the country's

agricultural land, largely located in the higher rainfall areas and with

better land resources, was reserved for the whites. Blacks were

forcibly moved out of these areas and settled in over-crowded, agro-

ecologically inferior areas now called communal areas.

The land issue became one of the major political issues

during the liberation struggle and was one of the main issues of

discussion at the Lancaster House negotiations that led to

Zimbabwe's Independence from Britain in 1980.
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A compromise solution, which entailed a process of

gradual redistribution of land in the Large Scale Commercial Sector

(LSCS) through the resettlement program, was agreed. In order to

protect the interests of the white farmers, however, the British

imposed a clause in the Independence Constitution which effectively

barred the Government from acquiring land, other than that offered

willingly, from the LSCS during the first ten years. This clause was

accepted by the liberation movements very reluctantly, and this

Government has always maintained that these conditions were

imposed against their will, and impinged on its sovereignty, (as well

as being a major cause for its failure to fulfil the political

expectations for land redistribution). Hence the desire to remove

them soon after the expiry of the ten year period in April 1990.

In many people's minds, particularly in communal areas,

success or failure of the Government is measured by the extent to

which the land redistribution issue is resolved. Most of the land

that became available to Government through the willing

seller/willing buyer method was, however, in marginal areas not

suitable for intensive cropping and therefore not ideal for the

resettlement of smallholders. Land in the more suitable high
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potential areas was not being offered to Government and tended to be

traded only in the private market. Although Government attempted

to close this loophole when in 1985 it amended the Land Acquisition

Act, giving it the right of first refusal on all agricultural land on

offer for sale, this did not result in a dramatic increase in the

availability of the right land. Since Independence, the Government

has only been able to transfer about 3 million out of 14 million

hectares from the white farmers to black smallholders through the

resettlement program. Only 55,000 families have been resettled and

the program has not had a significant impact on alleviating the

pressure on land in the communal areas. The electorate is impatient

and the Government is under pressure to increase the pace of land

redistribution. Hence it has been moving, since 1990, to remove the

constitutional constraints to satisfy these expectations.

In June 1990 the Government announced a national land

policy, the major element of which was its target for the further

transfer of an additional five million hectares of land from the

commercial sector through the resettlement program. The overall

target for the resettlement program was thus set at 8 million hectares

and 162,000 families, to be achieved by the end of the second five



year national development plan period in 1996. Later in 1990, the

Government proceeded to amend the constitution, removing the

constraining clause on land acquisition procedures.

These amendments, now contained in the new (draft)

Land Acquisition Bill, effectively remove limitations on the

Government's right to acquire land compulsorily. It can now resort

to compulsory acquisition in the case of unwilling sellers. The

Government has, however, stated that it would prefer to use the

willing seller/willing buyer method which is more acceptable to all

parties, and will continue to use this method for most of its

purchases. These changes are expected to result in an increase in

the availability of land for resettlement but the commercial farming

community are unhappy with the Bill as they fear that Government

can now grab any land at will and at well below market prices.

However, we hope Government will be reasonable in the

implementation of this Bill.

We are concerned that while the Bill provides that fair

prices shall be paid promptly for land acquired by Government in the

so called "non-designated" areas, these principles do not apply to
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"designated" areas where we fear that fair compensation may not be

paid, and in a timely manner. The criteria for determining

compensation levels for land in "designated" areas, as set out in

Schedule 1 of the proposed Bill, are very unsatisfactory. Clause 3

and 4 are particularly unfair as they preclude any compensation for

investments, such as buildings, which Government may not utilize

after acquisition (or resettlement). This is a potentially harmful

provision as it may discourage new investment on farms while

existing investments may be allowed to deteriorate by farmers in

anticipation of "below cost" acquisition by Government, resulting in

a general decline in productivity in this sector which may have very

negative consequences for economic growth. Some land owners may

find themselves bankrupt and highly indebted if a true valuation of

their investments is not paid by Government. The banks, which are

lending substantially to farmers on the basis of the market value of

these investments, could also be adversely affected. We would

therefore hope that the Government will be persuaded to drop these

clauses so that all land owners are compensated for the full value of

their investments, and that such compensation is paid promptly.
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The amendments to the Constitution leading to the Bill,

should be seen primarily as political since the reasons for the failure

of the resettlement program are not only related to the availability of

land but also to constraints on the financial and implementation

capability of Government. The Bill should be viewed as a question

of constitutional sovereignty, i.e. the removal of constraints on a

sovereign Government's right to self-determination on constitutional

issues. The removal of the impositions of the Lancaster House

Independence Constitution only restores rights that the Government

believes a sovereign state should have on issues relating to

compulsory acquisition of private property, as is common the world

over. The rights of the individual are still protected through the

legal system.

The commercial farmers, with strong support from the

British, are lobbying vigorously against this Bill. We, however,

believe that while the Bill is certainly defective in some areas,

particularly in the areas of compensation determination and payment

for land in the "designated" areas, our strategy should be to persuade

Government to correct these deficiencies as it will not be intimidated

into dropping the Bill. The current situation where 4.000 large scale
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farmers, mainly whites. hold 11 million hectares while more than 1

million smallholders have access to only 14 million hectares is not

morally justifiable and is not sustainable. But land redistribution

should be done in a manner that is fair and economically sound.

While we need to point out areas of concern, the Bank should also be

careful not to be seen to side with the white commercial farmers in

this mainly internal debate which is increasingly taking racial

dimensions. There is a real danger of the farmers doing more harm

to their cause if they succeed in persuading donors to withhold their

support for the structural adjustment program because of this Bill.

Such an outcome could lead to a severe backlash from Government.



VISIT OF MR. PRESTON TO ZIMBABWE

(February 10-13, 1992)

BRIEFING ON THE DROUGHT SITUATION IN ZIMBABWE

The normal rainy season in Zimbabwe runs from early

November to mid-March and half way through the season more than

80% of the country has received less than 50% of normal rainfall.

The country is thus facing a very serious drought which will have

severe consequences throughout the economy, particularly in

agriculture and industry, and this will inevitably have serious

implications for the implementation of the structural adjustment

program. This drought follows a similar dry season last year and

comes at a time when most major dams, particularly in the south of

the country, have very low levels of water while the country has also

no reserve stocks of the staple food, maize.

In the agricultural sector, production levels will be

significantly reduced. Latest reports indicate that, with the exception

of irrigated tobacco, there is widespread failure for most crops,

including maize, small grains, cotton and oilseed crops as well as

dryland tobacco. In the livestock area, pastures in most communal
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areas are in poor condition and already more than 10,000 cattle are

reported to have died due to lack of grazing. These deaths taken

together with the emergency sale of cattle in most areas are likely to

lead to acute shortages of draught power which will affect future

agricultural productivity in the smallholder sector. Particularly hard

hit are the communal and resettlement schemes, especially in the

south of the country. Not only will rural incomes be drastically

reduced, national food security is threatened and imports of food

crops, such as maize, sugar, milk and vegetable oils, may become

necessary. It is estimated that as much as 50% (up to 600,000

tonnes) of the country's maize requirements may have to be imported

in the coming year. Government will have to allocate more

resources to the drought relief program which is expected to increase

from 1 million people in 1991 to over 2 million this year.

Agricultural exports, which in 1990 accounted for about 40% of the

country's export earnings, will this year be drastically reduced while

output of agro-based industries will also be affected. The anticipated

shortfall in sugar production, for example, will result in a significant

reduction in ethanol production leading to increased fuel imports.



3

In the urban and industrial sectors the drought is causing

serious problems in the availability of water for domestic and

industrial purposes with many cities and towns now rationing water.

Particularly affected are the large industrial cities of Bulawayo,

Mutare and Masvingo as well as other small towns in the south. In

Bulawayo, for example, it is reported that industrial water allocations

have been cut to 80% and may further be reduced shortly. These

shortages will inevitably result in cuts in industrial output, while

expansion plans may have to be delayed with serious consequences

for the economy and employment creation. One sector which is

particularly badly affected is the construction industry where water

rationing has forced postponement of many building projects,

including housing projects.

The drought does not augur well for the success of ESAP

in the coming year as both agricultural and industrial production are

likely to be reduced while more resources than originally planned are

diverted from the productive sectors to food security. On the

positive side, however, the drought has forced the Government to

rethink its food security and bulk water supply strategies. We are

likely to see drastic increases in agricultural producer prices,
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accompanied by other incentives to encourage increased food

production and conservation of water, and more emphasis given to

water development projects both in the rural and urban areas.



FIELD TRIP BRIEF: LOW COST HOUSING
Tuesday, February 11

This visit is to be undertaken by Mrs. Preston
accompanied by members of staff, probably Mr. King and Mr.
Brushett. The program is being organized by the Director of
Housing of Harare City Council.

The visit will start at Town House where Mrs. Preston
will meet the Mayor of Harare, senior officials of Harare City
Council and of the Ministry of Local Government, Rural and Urban
Development. She will be given a brief overview of the area to be
visited and on low cost housing development in Harare with
emphasis on the partnership of the public sector and private sector
(building societies) in alleviating the housing shortage.

The visit will then proceed to low cost housing areas to
south and east of Harare, i.e., Budiriro, Glen View and Glen Norah.
Under the World Bank Urban I project, the Bank is financing site
and service development in Budiriro, the first phase of which is now
fully developed. The visit is intended to give a broad idea of the
problems and opportunities of urban living for the poorest groups. It
will convey on the one hand the sense of distance from the city and
from employment opportunities, and on the other hand the attempts
being made to foster a sense of community and to provide basic
services. The visit will also compare self-help housing development
in Glen View and Budiriro with older developments in Glen Norah
where the council provided housing.

With the guidance of District Officers in each area, Mrs.
Preston will be able to view each area, by car and also on foot as
two stops are planned (see tentative itinerary). She will be able to
meet with a few households in at least two of the areas and learn
more of the practical problems that home owners have faced, ie
getting access to sites, obtaining housing finance and building
materials.

Mrs. Preston will also gain an impression of the aspects
of urban living for low income households in particular: shortages in
urban transport, recent shortages and price rises of certain staple
commodities such as maize meal and sugar, lack of school places,



especially in Budiriro. She will finally see to what extent these areas
have been transformed into real communities to provide services and
support, particularly to small scale enterprises. She will visit at least
one community center in this regard.



VISIT OF MR. PRESTON TO ZIMBABWE
(February 10 - 13, 1992)

FIELD TRIP BRIEF: FARMING AREAS
Wednesday, February 12

The field trip, which will be to farming areas some 50
kilometers north of Harare in Mashonaland Central Province, will
include a tour of both communal and commercial areas and will
focus on aspects of agricultural production activities, rural
afforestation programs, as well as social facilities in the health and
education sectors. These sectors, with the exception of the education
sector, have all benefitted from Bank assistance (the Agricultural
Extension and Research, Agricultural Credit, Forestry and Family
Health Projects). The visit will also provide an opportunity to see
the impact of the current drought on the rural economy. The visit
has been organized by the Provincial Development Committee for
Mashonaland Central and will start with a courtesy call on the
Provincial Governor who will accompany the Prestons on this trip.

The visit will then proceed to the Glendale commercial
farming area and Chiweshe communal area which lie in the high
rainfall Natural Region II, and are among the leading agricultural
regions in Zimbabwe. Major crops grown in this area include
maize, tobacco, sunflower, cotton and horticulture. From this point
of view Chiweshe area is, however, not typical of the general
conditions found in most communal areas, but was chosen to show
the visitors how successful the smallholders can be given the right
ecological environment and other resources.

The highlights of the trip will be:

(a) Social sectors: Progress and problems in the areas of
education, health and family planning will be highlighted
through visits to a rural school and rural hospital,
respectively.

(b) Rural Afforestation: This important aspect will be the
focus of the visit to a communal nursery and woodlot.
Integration of natural resources and environmental



conservation issues in the education system will also be
highlighted at the rural school.

(c) Agricultural Activities

(1) Communal Farming: The visitors will get to see the
farming systems in the communal areas. A visit to an
irrigation scheme will illustrate how the availability of
such facilities, together with relevant agricultural
services, such as extension and credit can improve
agricultural productivity, and thus incomes of the rural
poor.

(2) Commercial Farms: The visit to commercial farms, apart
from being a chance to observe the duality of
Zimbabwean agriculture, will highlight the crucial role
that agricultural production plays in both food security
(maize) and export promotion (tobacco and horticulture),
as well as the continuing importance of this sub-sector to
the economy.

(d) The visit will finally include a visit to the Zimbabwe
Spinners and Weavers factory in Glendale (to be
organized by IFC), one of the most successful recently
established export-oriented private enterprises which is,
in turn, a major user of Zimbabwean grown cotton.

On the way to and from Harare, the party will pass
through the Mazowe Valley, one of the leading agricultural areas in
Zimbabwe. Various products including citrus fruit, maize, tobacco,
cotton, horticulture, dairy and beef are produced in this area.



VISIT OF MR. PRESTON TO ZIMBABWE
(February 10 - 13, 1992)

FIELD TRIP BRIEF: FARMING AREAS
Thursday, February 13

This visit is to be undertaken by Mrs. Preston accompanied by
members of World Bank staff, probably Mr. King and Mr.
Chidawanyika. The visit is being organized by the Ministry of
Political Affairs Department of Women's Affairs in conjunction with
the Provincial Administrator for Mashonaland East.

The visit will leave from Harare in the direction of Murewa, a
growth point situated about 90 km to the north east. Mrs. Preston
will have an opportunity en route to contrast the commercial farms,
largely growing maize and soybeans, with the communal area as
Murewa is approached. She will also travel on a recently resealed
stretch of state road courtesy of the program supported by the Bank's
Highways II project.

At Murewa District Office, Mrs Preston will meet the Provincial
Governor, the Provincial Administrator and various provincial
officials. She will proceed to the Tariro Murewa Garment
Cooperative where a women's group has been involved in making
uniforms and also soap since 1986. This project will illustrate many
of the problems facing women, eg premises, access to credit, training
as indicated in the Bank's report on the role of women in the
informal sector (Tab 2.4).

Mrs. Preston will then undertake a walking tour of Murewa Musika
(market) to view various activities involving women including
vegetable marketing and catering. She will be accompanied here by
local women officials.

The visit will then proceed to Chinake village about 10 minutes
distance from Murewa. Mrs. Preston will view vegetable gardens
and fish ponds that have been developed by individual households
with help from a farmers' association in which women play a
prominent role. The farmers have benefitted from agricultural
extension services and small farm credit supported by past and
ongoing Bank projects.



Mrs. Preston will return to Murewa for refreshments and parting
words.



ZIMBABWE

WORLD BANK (IBRD) AND IDA OPERATIONS

1. Since 1980, the World Bank and IDA have approved twenty operations in
Zimbabwe comprising sixteen loan, three credit and one mixed loan/credit agreements,
totalling US$735.1 million as follows:

US$ million

Bank loans 681.2
IDA credits 5M

TOTAL 735.1

2. Principal beneficiaries of the Bank supported sectors/areas are agriculture,
transport, industry, energy, small scale enterprise, urban development and health.

The sectoral distribution of Bank Group operations can be summarized as
follows:

Total Number Bank/IDA Cofinancing by
of Operations Amount Other Donors Total Cost

(1980/91) (US$ million) J(1$ milins) (US$ million)

Approved:

Agriculture 5 101.6 70.6 416.1

Industry 2 135.6 20.0 155.6
Energy 3 150.2 253.6 683.9
Transport 5 179.7 61.1 506.0
Urban 2 123.0 33.6 692.6
Small Scale Enterprises 1 10.0 - 16.1
Health/Family Planning 2 35.0 50.7 168.9
TOTAL 20 735.1 489.6 2,639.2

In addition to Bank and IDA funding a total of US$489.6 in co-financing has
been mobilized from other international donors and below is a brief description of the
projects.
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The World Bank and IDA-Supported Projects in Zimbabwe

IDA IBRD OTHER TOTAL
I DONORS COST

(US$ million)

1. Agriculture

Small Farm Credit Project 30.4 - 4.0 47.3
Rural Afforestation Project 7.3 - - 10.6
National Agricultural Extn. & Research Project 13.1 18.0 177.2
Agricultural Credit & Export Promotion Project 36.3 28.8 118.0
Forest Resources Management & Development 14.5 19.8 64.1
Project

Sub Total 37.3 63.9 70.6 417.2
2. Industry

Manufacturing Rehabilitation Imports Program 15.0 50.0 10.0 75.0
Manuafacturing Export Promotion Project 70.6 10.0 80.6
Sub Total 15.0 120.6 20.0 155.6

3. Energy

Petroleum Fuels Supply Technical Assistance 1.2 - - 1.4
Project

Power I Project 105.0 198.6 458.4
Power _ Project 44.0 55.0 224.1

Sub Total 1.2 149.0 253.6 683.9
4. Transport

Transport Rehabilitation Imports Program 42.0 - 42.0
Highway I Project 26.4 10.0 66.0
Railways Development Project 40.0 - 121.3
Highways II Project 32.7 - 86.4

Railways II Project 38.6 51.1 263.4
Sub Total 179.7 61.1 579.1
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5. Urban

Urban (Housing) Development Project 43.0 9.6 112.6

Urban Sector & Regional Development Project 80.0 24.0 580.0
Sub Total 123.0 33.6 692.6

6. Small Scale Enterprises

Small Scale Enterprise Project 10.0 - 16.1

7. Health/Family Planning

Family Health Project 1 10.0 14.0 52.0
Family Health Project 11 25.0 36.7 116.9

Sub Total 35.0 50.7 168.9
TOTAL 53.9 681.2 489.6 2,639.2
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Completed Projects

Manufacturing Rehabilitation Imports Program
Small Farm Credit Project
Petroleum Supply Technical Assistance Project
Rural Afforestation Project
Transport Rehabilitation Imports Program
Power I Project
Manufacturing Export Promotion Project
Highways I Project
National Agricultural Extension and Research Project
Railway Development Project

Projects Under Implementation

Urban (Housing) Development Project
Small Scale Enterprise Development
Family Health Project I
Highways II Project
Power II Project
Agricultural Credit and Export Promotion Project
Urban Sector and Regional Development Project
Forest Resources Management and Development Project
Railways II Project
Family Health Project I1

Loan agreement signed but not yet effective.
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1. Credit No.1120 ZIM Manufacturing Rehabilitation Import Program:
(IDA) of 4/9/1981 Bank - US$50 million: IDA - US$15 million
Loan No. 1959-ZIM Effectiveness Date: April 9. 1981
(IBRD) of 3/5/1981 Closing Date: December 31. 1985

Executing Agency: Ministry of Industry & Commerce/RBZ

The loan and credit were provided to assist the Government to increase utilization
of the country's idle manufacturing capacity by financing priority import requirements of raw
materials, spare parts, components and balancing equipment, thus increasing employment, export
and domestic consumption. The total cost of the program was US$75.0 million financed by IBRD
- US$50.0 million; IDA - US$15.0 million; OPEC - US$10.0 million. (Completed).

2. Loan No. 1994-ZIM Transport Rehabilitation Imports Program:
(IBRD) US$42.0 million of June 22. 1981

Effectiveness Date: June 26. 1981
Closing Date: June 30. 1986
Executing Agency: Ministry of Transport/NRZ

The loan provided foreign exchange to finance locomotive and wagon, electrical
and other spare parts, machines and tools, signalling equipment, service vehicles, track tools and
equipment, and technical assistance for the National Railways of Zimbabwe and the Central
Mechanical Equipment Department. The total cost of US$42.0 million was provided by IBRD.
(Completed).

3. Credit No. 1291-ZIM Small Farm Credit Project: US$30.4 million of
(IDA) November 17. 1982

Effectiveness Date: February 10. 1983
Closing Date: June 30. 1988
Executing Agency: Agricultural Finance Corporation

The project provided, through the Agricultural Finance Corporation (AFC),
seasonal credit for seeds, fertilizer and chemicals, medium-term credit for farm improvement and
equipment to communal and resettlement farmers, and technical assistance in support of expansion
of small farm credit. Because of the drought during the mid-1980s and the consequent reluctance
of the farmers to borrow, utilization of credit was slow. The total cost of the project was
US$47.3 million financed by IDA - US$30.4 million; KfW - US$4.0 million; GOZ - US$11.1
million; Farmers - US$1.8 million. (Completed).
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4. Credit No. 1296-ZIM Petroleum Fuels Supply Technical Assistance
(IDA) Project: US$1.2 million of November 17, 1982

Closing Date: June 30. 1984
Effectiveness Date: April 13, 1983
Executing Agency: National Oil Company of Zimbabwe

The project provided funds for economic and engineering studies of petroleum
fuels supply options available to Zimbabwe, recommending the preferred system, taking into
account cost, reliability of supply and internal distribution of petroleum fuels, plus financing of
training. The total cost of the project was US$1,362 million of which US$1.2 million was
financed by IDA, and the rest by GOZ. (Completed).

5. Loan No. 2212-ZIM Power I Project: US$105.0 million of
(IBRD) February 9. 1983

Effectiveness Date: July 7. 1983
Closing Date: June 30. 1989
Executing Agency: ZESA

The project provided for enhancing electricity generating capacity through
extension of the Hwange Thermal Power Station, utilizing domestic coal. It also includes
construction of a transmission line, technical assistance and training. The total project costs of
US$458.4 million were financed in the following manner: IBRD - US$105.0 million; EIB -
US$19.4 million; CDC -US$19.3 million; UK Suppliers Credits - US$128.1 million; Italian
Suppliers Credits - US$30.1 million; UK Grant - US$1.7 million; Local Borrowing - US$130.2
million. (Completed).

6. Loan No. 2239-ZIM Manufacturing Export Promotion Project:
(IBRD) US$70.6 million of March 9. 1983

Effectiveness Date: March 28. 1983
Closing Date: December 31. 1985
Executing Agencies: Ministry of Industry &
Commerce/RBZ

The project provided foreign exchange to finance priority import requirements of
raw materials, spare parts, components and balancing equipment and export promotion services
for manufacturing exporters. The total costs were US$80.6 million, financed by IBRD -
US$70.6; Netherlands - US$10.0 million. (Completed).

7. Credit No. 1368-ZIM Rural Afforestation Project: US$7.3 million of
(IDA) August 8. 1983

Effectiveness date: September 14. 1983
Closing Date: March 31, 1989
Executing Agency: Forestry Commission

The project is the first phase of a long-term energy development program. It aims
to enhance the currently uneven knowledge available about the attitudes of the rural population
towards afforestation and to generate interest in tree planting and conservation in wood deficit
areas. In this connection, the project provides for establishment of up to 48 nurseries to provide
seedlings, demonstrations and trial plots, forestry extension, training, studies and tree planting
publicity campaigns. In addition, the project would establish block plantations to provide
fuelwood and poles in areas where individual farmers or communities, due to poor soils and
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adverse climatic conditions, would have difficulty establishing their own plantations. Block
plantations would also be established in urban areas where there is a high demand for wood as
fuel and where indigenous wood supplies come from increasingly distant sources. The total cost
of US$10.6 million was financed by IDA - US$7.3 million; GOZ - US$3.3 million. (Completed).

8. Loan No. 2282-ZIM Highways I Project: US$26.4 million of
(IBRD) August 8. 1983

Effectiveness Date: September 29. 1983
Closing Date: June 30. 1988 (Revised)
Executing Agency: Ministry of Transport

The project consisted of (a) construction of the Pamushana-Birchenough Bridge
Road (88km) to two lane bituminous paved standard, (b) widening and strengthening of the
Birchenough Bridge, (c) implementation of a three-year program to construct 315km of state roads
in the communal lands to gravel standard, (d) procurement of training aids and equipment, (e)
consulting services for (i) construction supervision, (ii) detailed eying of 172km of roads in (c)
above, (iii) a national transport study, (iv) a national feeder roads study, and (v) feasibility studies
and detailed eying of about 400km of state roads. The total project costs of US$66.0 million were
financed by IBRD - US$26.4; BADEA - US$10.0 million; GOZ - US$29.6 million.
(Completed).

9. Loan No. 2335-ZIM National Agricultural Extension and Research
(IBRD) Proiect: US$13.1 million of August 8. 1983

Effectiveness Date: November 29. 1983
Closing Date: September 30. 1991 (Revised)
Executing Agencies: Department of Agricultural
Technical and Extension Services: Department of
Research and Specialist Services
Task Manager: Robert Christiansen

The project aims to build and broaden the agricultural extension and research
capacity to substantially increase agricultural production and farm incomes in the communal areas,
while enabling the commercial agricultural sub-sector to maintain and improve its performance.

The project supports national agricultural extension and research programs by
strengthening the appropriate institutions and by providing the necessary facilities and equipment
including housing, offices and vehicles at a total cost of US$177.2 million. The International
Fund for Agricultural Development (IFAD) will contribute US$18.0 million and Government of
Zimbabwe will contribute US$146.1 million and IBRD US$13.1 million. (Completed).
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10. Loan No. 2342-ZIM Railway Development Project: US$40.0 million of
(IBRD) August 29. 1983

Effectiveness Date: March 29, 1984
Closing Date: December 31, 1989 (Revised)
Executing Agency: National Railways of Zimbabwe

The project consisted of technical assistance and training to the National Railways
of Zimbabwe (NRZ) and procurement of essential spare parts. It also retroactively financed a
Manpower Study. The total project costs of US$121.3 million will be financed by: IBRD -
US$40.0 million; GOZ/NRZ - US$81.3 million. (Completed).

11. Loan No. 2445-ZIM Urban (Housing) Development Proiect:
(IBRD) US$43.0 of September 22, 1984

Effectiveness Date: June 7. 1985
Closing Date: September 30, 1992 (Revised)
Executing Agency: Ministry of Local Government.
Rural & Urban Development
Task Manager: Ebenezer Aikins-Afful

This project aims to increase the supply of affordable housing and related services
to large segments of poorer urban population, and to improve the system of housing finance in the
cities of Harare, Bulawayo, Mutare and Masvingo. le Commonwealth Development
Corporation (UK) is providing finance to local building societies to support long-term low-income
housing finance. The project will cost US$112.6 million to be financed by: IBRD - US$43.0
million; CDC - US$9.6 million; GOZ - US$22.4 million; Building societies - US$37.6 million.

12. Loan No. 2533-ZIM Small-Scale Enterprise Project: US$10.0 million
(IBRD) of May 9. 1985

Effectiveness Date: August 1. 1986
Closing Date; December 31. 1992
Executing Agency: Small Enterprises Development
Corporation
Task Manager: Catherine Seibert

The project is providing assistance to the Small Enterprises Development
Corporation (SEDCO) to provide urgently needed financial assistance, training and management
counselling to small-scale entrepreneurs. The total project costs of US$16.1 million will be
financed by: IBRD - US$10.0 million; GOZ/SEDCO - US$6.1 million.
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13. Loan No. 2744-ZIM Family Health I Project: US$10,0 million
(IBRD) of October 1. 1986

Effectiveness Date: February 6. 1987
Closing Date: September 30. 1992
Executing Agency: Ministry of Health
Task Manager: Robert Hecht

The five-year project costing US$52 million includes strengthening of the Ministry
of Health at the national, provincial and district levels, training of 2,800 health workers in family
planning and 1,800 in midwifery. Hospital facilities for MOH will also be improved and
expanded in eight districts - Beitbridge, Gokwe, Karoi, Mutoko, Nyanga, Pfura and Tsholotsho.
In addition to the US$10 million Bank loan, the Government of Zimbabwe has committed US$28
million towards this project. The rest of the resources will come from grants from Norway,
Federal Republic of Germany, Netherlands and the United Kingdom.

14. Loan No. 2939 ZIM Highways I1 Project: US$32.7 million
(IBRD) of August 24. 1988

Effectiveness Date: May 4. 1989
Closing Date: December 31. 1994
Executing Agency: Ministry of Transport
Task Mananer: Preben Jensen

The primary objective of the project is to strengthen the road network in
commercial farming areas as well as in communal lands by reducing the backlog in periodic
maintenance of primary, secondary, and feeder roads and eliminate bottlenecks on rural roads.
This will contribute to preserving capital invested in the road network, facilitate road transport and
reduce vehicle operating costs. A further objective is to improve trucking services in communal
areas through road improvements and introduction of a more efficient truck licensing system.
Other donors including AfDB, BADEA, KfW, Kuwait Fund, the Netherlands and SIDA are also
involved in financing road projects in the sector.

The project consists of the following components: (i) strengthening and
rehabilitation of about 175 km of primary roads; (ii) resealing of about 1,500 km of primary and
secondary roads; (iii) regravelling of about 1,500 km of secondary and feeder roads; (iv) low-cost
improvements of about 1,400 km of secondary and feeder roads; and (v) consulting services for
construction supervision of (i) and (ii). The total cost of the project is estimated at US$86.4
million equivalent, with a foreign exchange component of US$47.1 million (55%) and will be
financed by: IBRD - US$32.7 million; GOZ - US$53.7 million.
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15. Loan No. 2900 ZIM Power I Project: US$44.0 million
(IBRD) of March 3. 1988

Effectiveness Date: January 16, 1989
Closing Date: December 31. 1992
Lead Executing Agency: ZESA
Task Manager: Robin Broadfield

The project aims at improving the efficiency and reliability of power supply
through the rehabilitation and upgrading of power facilities to enable ZESA to provide power
more reliably to all consumer categories. The project is of high priority and consistent with the
least-cost means of meeting the growing demand on the power system. Additionally, it would
enhance institutional development by consolidating reorganization of the sector, introducing
efficient decision-making procedures and strengthening power operations through staff training and
operational support. The project would also contribute to establishing long-term development
policy and investment priorities through introducing economic power pricing and helping to
develop in-house planning capabilities.

The project comprises the refurbishment of generating units and auxiliaries at the
Kariba South Bank Hydro Power Station, rehabilitation and extension of the distribution and
transmission networks, provision of equipment for workshops, vehicles, training, power
operations support, management information system and computer facilities, engineering services,
and studies of transmission network development and power system behavior and load frequency
control.

The project will be implemented over a period of 4 years at a total cost of
US$224,1 million to be financed in the following manner: IBRD - US$44.0 million; ADB -
US$20.8 million; CDC - US$21.7 million; Norway - US$5.0 million; Netherlands - US$7.5
million; ZESA - US$125.1 million.

16. Loan No. 3063 ZIM Agricultural Credit and Export Promotion Project:
(IBRD) US$36.3 million of January 31. 1990

Effectiveness Date: August 1. 1990
Closing Date; December 31. 1995
Executing Agencies: Agricultural Finance
Corporation: Cotton Marketing Board: Ministry of
Lands. Agriculture & Rural Resettlement
Task Manager: Robert Christiansen

The project seeks to enable smallholder to increase the production of food, cash
and export commodities best suited to smallholder farming, while encouraging commercial
farmers to diversify into export and import-substitution crops for which they have a comparative
advantage.

The project is being implemented mainly by AFC and CMB and will finance: (a)
incremental credit to smallholders and commercial farmers; (b) strengthening of AFC's
institutional capacity of expanding its field facilities; (c) a pilot scheme to organize and train
farmer groups to serve as credit, marketing and input supply channels; (d) construction of a cotton
ginnery and storage facilities, and provision of spares for the existing ginneries; (e) strengthening
of horticultural post-harvest research; and (f) studies on the cotton subsector and horticultural
export marketing.

The project will be implemented over a period of six years at a total cost of
US$117.98 million which will be financed in the following manner: IBRD - US$36.3 million;
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IFAD - US$15.0 million; BADEA - US$9.75 million; Japan - US$3.03 million (409 million Yen);
Government of Zimbabwe - US$23.5 million; AFC - US$14.7 million; CMB - US$7.0 million;
Commercial Farmers - S$8.7 million.

17. Loan No. 3079 ZIM Urban Sector and Regional Development Project: US$80 million
(IBRD) of August 7. 1990

Effectiveness Date: January 29. 1991
Closing Date: December 31. 1996
Executing Agency: Ministry of Local Government,
Rural & Urban Development
Task Manager: Ebenezer Aikins-Afful

The objectives of the Urban Sector and Regional Development Project are to: (a)
provide support to urban centers in supplying additional urban services and housing required to
meet the rapid growth in urban population; (b) strengthen the capacity of central and local
government institutions to determine the most rational and cost-effective investments in the urban
sector; (c) ensure the continued financial self-sufficiency of the urban local authorities, including
maintenance of appropriate cost recovery and revenue generation capabilities through the
introduction of Financial Performance Plans (FPPs), (d) protect existing and planned capital
investments of urban local authorities through the strengthening of their maintenance capabilities;
(e) maximize the role of non-governmental investors in housing, particularly building societies, as
a means of relieving the financial burden on government; (f) assist infrastructure investments and
promotion of employment opportunities in secondary urban centers as alternative locations to main
cities; while also promoting employment creation in the informal sector through small building
contractors and (g) develop programs to strengthen the role of small towns and growth centers in
the communal areas in order to promote the economic development of their rural hinterlands.

The project includes: (a) primary urban infrastructure: support for the investment
program for urban areas covering primary infrastructure (including maintenance requirements); (b)
housing and serviced residential land: on-lending for sub projects for constructing houses and
purchasing serviced plots; (c) regional development program: technical assistance for preparation
of an investment framework for development of urban services infrastructure in secondary towns
along the Bulawayo/Harare/Mutare railway corridor and promoting growth of small towns and
rural centers in Mashonaland East and Manicaland provinces; and (d) strengthening institutional
capacity through a manpower development program and training.

The project will be implemented over a seven year period at a total cost of
US$580.0 million to be financed as follows: IBRD-US$80.0 million; Government of Zimbabwe-
US$234.0 million; KfW-US$21.0 million; SIDA-US$3.0 million; Building Societies-US$242.0
million.
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18. Loan No. 3179 ZIM Forest Resources Management and Development Project:
(IBRD) US$14.5 million

of September 27. 1990
Effectiveness Date: April 17, 1991
Closing Date: June 30. 1998
Executing Agency: Forestry Commission
Task Manager: Kathleen McNamara

The project is the second one in the forestry sub-sector and aims at: conserving
indigenous forests and the environment as well as sustaining the production of fuelwood by
promoting tree planting in communal areas; improving forest management and control; improving
the efficiency of the wood-processing industry and product quality by expanding and up-grading
the industry's logging, extraction, sawmilling and manufacturing operations.

The project will be implemented mainly by the Forestry Commission and will
have three components: (a) Rural Afforestation -US$20 million) to expand the afforestation
programs started under RAP to all provinces and to provide support for agro-forestry
development; (b) Wildlife and Forest Grazing -(US$2 million) to provide for conservation of
natural resources through a pilot scheme in forest and wildlife resource management and (c)
Commercial Forestry -(US$42 million) - to assist increased efficiency in the commercial wood-
processing industry by providing for equipment to expand and rehabilitate FC sawmills and by
providing a foreign exchange fund to be administered by AFC, to wood-based small and medium
scale enterprises.

The project will be implemented over a period of seven years at a total cost of
US$64.1 million which will be financed in the following manner: IBRD - US$14.5 million;
DANIDA - US$9.4 million; CIDA - US$1 million; BADEA - US$9.4 million, GOZ - US$7.8
million; FC - US$15 million; and Beneficiaries - US$7.0 million.

19. Loan No. 3273 ZIM Railways II Proiect: US$38.6 million
(IBRD) of January 15, 1991

Effectiveness Date: July 15. 1991
Closing Date: June 30. 1997
Executing Agency: National Railways of Zimbabwe
Task Manager: Yusupha Crookes

The proposed project would provide assistance to the National Railways of
Zimbabwe (NRZ) to implement a restructuring program with four principal components: (a)
organization restructuring; (b) an operations improvement program; (c) assets restructuring; and
(d) financial restructuring leading to a significant reduction in the economic cost of rail transport.
It would also enable NRZ to meet fully the prospective demand for rail transport thereby avoiding
costly diversion of long-distance bulk traffic to roads and reduced output in industries wholly
dependent on rail transport. The project consists of (i) technical assistance to support a
management and supervisory development program and introduce new working systems; (ii)
training and secondment of staff on twinning basis to overseas railways; (iii) funding of a
manpower study and studies on NRZ's management information systems and locomotive
maintenance practices; (iv) software and technical assistance for accounting, yard information and
locomotives monitoring systems; (v) procurement of new and repowering of some existing
locomotives; (vi) replacement of over-aged or obsolete rail and off-rail service vehicles, workshop
plant and (vii) minor extension of the electrified track structure.
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The project will be implemented over a period of six years at an estimated total
cost of US$263.4 million and will be cofinanced by USAID - US$39,4 million, Switzerland -
US$2,3 million, DANIDA (Denmark) - US$3,7 million, FINNIDA (Finland) - US$4,7 million,
Austria - US$1,8 million, KfW (Federal Republic of Germany) - US$7,6 million, NRZ - US$10,6
million and GOZ - US$91,1.

20. Loan No. 3339 ZIM Family Health Project II US$25 million
(IBRD) of July 25. 1991

Effectiveness Date: 1991
Closing Date: December 12, 1997
Executing Agency: Ministry of Health
Task Manager: Robert Hecht

The project will provide the required financial and human resources for most of
the Government's five-year investment program (1992-96) for health/population/nutrition (H/P/N),
and will promote policy and institutional reforms, in order to: (a) improve maternal and child
health and nutrition status; (b) reduce the rate of pupulation growth; and (c) ensure that
households in the 16 worst-served districts (40% of the population) have access to basic H/P/N
services. To achieve these objectives, the project will increase the output and effective utilization
of trained Zimbabwean health, family planning, and nutrition workers; enhance MOH planning
and management capacity and increase efficiency and mobilize additional resources.

The project consists of the following components: (a) Family Planning: training,
outreach and static services, youth services, EEC, evaluation and research, and better management;
(b) Maternal and Child Health: midwifery training, maternity equipment, school health program,
and research; (c) Nutrition: supplementary food production, growth monitoring, micro-nutrient
supplementation, IEC, and training; (d) Rural Health Delivery: upgrading 16 district hospitals and
about 80 RHCs, staff housing, transport, equipment, and training facilities; and (f) Health
Management Strengthening: financial management, materials/equipment management, district-level
information systems and sector planning.

The total estimated cost of the project is US$116.9 to be financed by: IBRD -
US$25.0 million; EEC - US$3.7 million; DANIDA - US$8.3 million; NORAD - US$14.2 milion;
Netherlands - US$5.8 million; ODA - US$4.7 million; GOZ - US$52.7 million and ZNFPC -
US$2.5 million.
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SUMMARIES OF RECENT REPORTS

THE INFORMAL SECTOR IN ZIMBABWE: THE ROLE OF WOMEN

Findings

The informal sector in Zimbabwe accounts for 10 percent of total employment
but is growing rapidly at an estimated 11 percent per annum. Women comprise about two
thirds of those employed with the following main characteristics: they are concentrated in
traditional activities such as dressmaking, hairdressing and food processing; they mostly
operate out of their homes with little access to formal credit; they exhibit strong demand for
additional technical and financial training.

A priori opportunities for expansion of informal activities are good and further
to a survey carried out in late 1989 the following are sectors of particular potential for women
entrepreneurs: bakeries, food catering, peanut butter manufacture, sunflower oil production,
dressmaking. hairdressing, child care, emergency taxis, brickmaking, wiremaking, children's
toys, beekeeping.

Despite frequent policy statements in favor of the informal sector and its
critical role in combatting rising unemployment, the Government has not moved quickly
enough to remove impediments to sector growth. The principal impediments are as follows:

* a complex and restrictive legal and regulatory framework

* inadequate access to credit and training facilities

* lack of requisite business information

* difficulty in obtaining infrastructure, eg transport, workplaces, and machinery
and materials

Recommendations

To enable the informal sector to contribute to a dynamic private sector, the
following actions are recommended:

1. Legal and Regulatory Environment

0 exempt enterprises with under 10 employees from payment of corporate taxes
for five years

0 disseminate public health regulations and standardise their enforcement

* redefine "mechanical power" to exempt most informal enterprises from
inspection under the Factories and Works Act

* local authorities to provide suitable sites for informal enterprises fully
equipped and with creche facilities

* hawkers licenses should allow more flexibility in location and in goods and
services that can be provided



* application of minimum wage rates for enterprises of under 10 employees
should be reviewed, as should be procedures for hiring and firing

2. Credit

* SEDCO's mandate should be expanded to support and monitor informal
enterprises and should lend to them without collateral

* CGC should be strengthened to provide loan guarantees on more attractive
terms to financial institutions

3. Training

* Extend the Ranche House program for Women in Business to all parts of
Zimbabwe

* Expand the GFTC program in vocational training to complement the Ranche
House training in business skills

* Short courses need to be offered in rural areas using the manual "Building
Wealth in Our Villages"

* ZIMDEV funds should be used to finance any gaps on the training side

4. Information

* Establish a network of Small Business Information Centers (SBICs) with help
from private sector institutions

* SBICs would monitor market developments, identify opportunities, provide
advice on quality, marketing etc., be a contact point on credit and training
arrangements

5. Technology

* Appropriate technology for informal enterprises should be included on OGIL

* Tool banks could be established in various locations along the lines of the
Glen Forest Training Center operation
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EXECUTIVE SUMMARY

(i) Zimbabwe achieved a most dramatic expansion of primary, andespecially secondary, education in the first decade of its independence.
Primary enrollments rose from 1.2 million children in 1980 to 2.2million in 1989, and secondary enrollments rose from 74,000 to 671,000.At the secondary level the rate of expansion was faster than everexperienced anywhere else in the world. The supply of teachers alsoexpanded significantly, and major innovations were made in the system ofteacher training and in various aspects of the curriculum especially atthe primary level. These developments reflected the high priorityaccorded to education both by the Government and also by local
communities throughout the country.

(ii) By the end of the 1980s, however, concerns had arisen aboutlow levels of learning achievements (especially in the recently-
established secondary schools), and about the unattractive prospects formany school-leavers due to slow economic growth and constrained wageemployment relative to the expansion of secondary and tertiary
education. These prompted the Government to request that a
collaborative review of primary and secondary education be carried outby the World Bank. The following are the main findings of the review.

Education and Employment

(iii) While youth unemployment is a major and increasing problemin Zimbabb, the main requirement for reducing it has to be economicgrowth. The stimulation of economic growth requires policy reforms inmacro-economic management, trade liberalization and domesticregulations. Of particular importance in Zimbabwe will be a change ofgovernmental policies towards the informal sector. Ways also need to befound to raise the productivity of farmers in the communal land areas.The role of the education sector in reducing unemployment is only arelatively modest one.

(iv) More skills training is undoubtedly needed, but it is bestdone after secondary school. Tracer studies, exam results so far andthe financial constraints facing the Government suggest that the pilotschool vocationalization program is unlikely to be cost-effective.
Practical subjects can be provided within the secondary schools to meeteducational objectives, but they are unlikely to improve employabilitysignificantly and will be costly to implement well. Also, resourcesused for practical subjects are necessarily provided at the expense ofother subjects, and it would be particularly undesirable if they reducedresources available for English, mathematics and science.

(v) The main contribution of the education system to increasingproductive employment should be to ensure that as many school leavers aspossible have good understandings of English, mathematics and science.

Variations in Learning Achievements
I

(vi) -The average achievement of students in secondary school mayhave declined since independence. However, this would hardly be



ii

surprising in view of the rapid expansion of secondary school student
numbers. Furthermore, there has not been a decline in achievements when
they are compared to the relevant age cohort of the population. If '0'
level exam passes are measured against the relevant age cohort of the
entire population (rather than against the number'of children in school
or candidates attempting exams), then there has actually been a marked
improvement in results. For the grade 7 and ZJC exams, the trends are
less clear.

(vii) Nevertheless, there are significant variations in learning
achievements across schools, and to some extent between girls and boys.
The major reason for these variations across schools is the differential
in resources available to students and teachers in different types of
schools. In order for the poorly-performing schools to be brought up to
better achievement levels, therefore, it would be necessary for them to
have more resources.

(viii) The poorly performing schools are also adversely affected by
having less frequent supervisory visits, less experienced headmasters
and teachers, and greater constraints on the distribution of learning
materials to them.

(ix) While girls have relatively good access to secondary and
especially primary level education, a significant drop-out problem
arises after the first few years of primary school and especially during
secondary school, probably due to the cost of education to parents.
Also, girls' levels of achievements tend to be below those of boys.
However, the differential between the learning achievements of boys and
girls has been narrowing.

Policies to Improve Learning Achievements in Secondary Schools

(x) A key variable in determining levels of learning
achievements in secondary schools relates to the availability of trained
teachers. However, the relationship is a complex one, and much can be
done within schools to compensate for the lack of trained teachers.
Furthermore, although Zimbabwe has the capacity to train more teachers
and to upgrade existing untrained teachers, the main constraint is the
financial capacity to pay their salaries. Existing training policies
are financially inconsistent with the projected growth of the budget,
and a cost-effective strategy would be to slow down the rate of training
new teachers and make greater use of existing trained teachers - along
with other measures to improve the continuity, stability and
effectiveness of the untrained teachers.

(xi) Supplementary elements of the strateg- to raise learning
achievements could include policy changes to improve incentives for
staff to work in rural areas, to strengthen English and science
instruction, and to improve distribution mechanisms for learning
materials.

(xii) As a complement to conventional secondary schools, the
existing system of study groups (using distance education materials and
mentors rather than teachers) could be extended to cover more rural



areas. Rather than substitute for an existing secondary school,
however, consideration could be given to establishing such study groups
within or in the vicinity of existing schools - as a less expensive
alternative for parents to choose if wanted. This approach would also
be less expensive for the Government.

Implementation of Change

(xiii) Having come through a decade of massive expansion of the
schooling infrastructure, the administration of the education system now
needs to be reorientated to a period of improving learning achievements.
This would require adjdstments at the regional and central levels. For
the former, building up more effective schools would require four
elements: (i) measures to decentralize management further, especially
from the head office to the regional, and indeed district, levels; (ii)
improved supervision of schools; (iii) better management within schools;
and (iv) targeting of resources by regional offices to individually
selected schools.

(xiv) At the central level, to support the work of the regional
offices, the strategy of strengthening learning achievements in schools
would require creating stronger capacity for policy analysis and
planning, for monitoring, for research and evaluation, and for
examination development and testing.

Financing Quality Improvements

(xiv) In view of the need for the Government to reduce the fiscal
deficit (through expenditure restraint rather than increased revenue),
the Government's budget will remain highly constrained over the next few
years and the education sector is unlikely to receive a larger share.
Appropriate policies towards teacher training and deployment will be
crucial to reducing pressure on the budget, and to ensuring an
appropriate balance between salary and non-salary expenditures.

(xv) A very high priority will also need to be given to ensuring
that existing resources are utilized as efficiently as possible.
However, the existing pattern of resource allocation by the Government
is highly inequitable: the schools with educationally less at-risk
children have more governmental resources per capita (as well as
considerably more parental resources per capita).

(xvi) The main strategy to improve learning achievements needs to
involve changes in the presently inequitable allocation of governmental
resources within the education sector. Although in the longer-term it
may be desirable to move to a system of positive discrimination,
tailoring governmental contributions towards the needs of different
schools and communities, this would require a considerably strengthened
monitoring and administrative capacity within the Ministry of Education
and Culture. In the shorter-term, it is suggested that consideration be
given to a system whereby (i) some additional resources be provided to
selected high priority expenditure items (particularly increased
supervision and support for school improvement), and (ii) the existing
per capita grant approach be extended to cover the entire governmental
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contribution (for teachers and materials) for secondary education. The
proposed approach would thus equalize the expenditures per student by
the Government. In this way the present under-achieving schools would
receive increased financial support, while parents and communities would
be expected to cover the additional costs of schooling at the better
resourced schools. The latter would entail raksing school fees as well
as mobilizing more voluntary financial contributions, and it would also
encourage cost containment measures.



ABSTRACT

The DOERD/ESMAP Energy Strategy Evaluation of the electricity, coal, and

liquid fuels subsectors in Zimbabwe presents a detailed analysis of relevant issues and
development options. (Woodfuels and other issues related to household energy are being

analyzed through an ESMAP-supported Evaluation of the Energy Strategy for Lower-

Income Groups, which is being carried out in paralel to this Evaluation.) Based on this

analysis, the Evaluation assesses options for improving energy policies, energy planning,
and other institutional arrangements; identifies an investment program for the energy

sector for the 1990-95 period, and, indicatively, for the 1995-2010 period; and
recommends a set of technical assistance activities to improve sector policies and

strengthen sector institutions. The Evaluation concludes that supplying energy for the

growing economy over the 1990-2010 period will pose complex issues concerning the
need for reliability at least-cost and maximum compatibility with environmental concerns.

The Evaluation recommends as components of an energy development program that (a)

energy demand management through pricing and non-pricing measures aimed at

increasing energy efficiency be given high priority; and (b) the requirements for
electricity be met in the short term through load management, rehabilitation of the
municipal thermal plants, and imports from Zambia; and over the medium to longer
term, through continued load management and imports from Zambia, imports from
Cahora Bassa and a generation expansion sequence consisting of gas turbine (whose
justification needs to be reviewed by around 1995), and Batoka hydro-power; for coal,
through production at Wankie in line with requirements for thermal power station coal,

complemented by relatively limited output from Sengwa; and for liquid fuels, through
continued importation of petroleum products as the most economic form of securing
supplies. In addition, options to improve the efficiency of energy production,
transformation, marketing, and end-use of electricity and fuels would contribute
importantly to the sustained management of the environment and should be given higher
priority.

Investment in the energy sector over the 1990-2010 period could total about

Z$7.6 bn for the Trend Case and Base Case/Policy-active Scenario and as much as Z$9.5
bn in the Base Case/Policy-neutral Scenario (1989 prices and exchange rates). There is
the risk that an investment program in the upper levels of this range would be
unfinanceable. In order to meet the sector expansion requirements while maintaining

prudent borrowing limits, the Evaluation recommends that a core investment program

totalling about Z$5.2 bn in 1990-2010 be pursued that is restricted to high-priority
projects; that favorable financing conditions be secured; and that private investment be
mobilized both as a source of financing and for stimulating sector development.



AGRICULTURAL SECTOR MEMORANDUM

The report identifies as core constraints land redistribution and land use
patterns; agricultural pricing and marketing of both inputs and outputs; and agricultural
technology especially as it relates to the smallholder sub-sector. The main elements of an
appropriate agricultural strategy recommended by the report are as follows:

1. Macro-Economic Environment

The establishment of a conducive macro-economic environment providing
incentives to farmers, including prudent exchange rate management, reduction of public sector
(parastatal) deficits, and improved access to foreign exchange. Some of these issues are
already being addressed as part of the structural adjustment program.

A theme that permeates virtually all the issues examined in the ASM is the
role of the public sector versus that of the private sector. Currently, most activities in
agriculture are controlled by the public sector. Although this degree of control worked well
before 1980 when policy was focussed on 6,000 LSCS farmers, this is no longer relevant in
the post Independence era when policy has to take into account the needs of the whole
agricultural community, particularly those of the one million smallholder farmers in the
communal areas. However, in an era of increasingly scarce public sector resources,
Government must choose its policy interventions selectively rather than comprehensively,and
this should allow for greater involvement by the private sector in the provision of agricultiural
services.

2. Land Issues

The inequality of agricultural land distribution in Zimbabwe makes it one of
the most prominent issues in the country's agricultural economy and the report recognizes that
this situation has to be addressed in an economically and politically acceptable manner. Land
redistribution to provide access to the landless for equity reasons must be accompanied by a
strategy to ensure and improve the productive capacity of the sector. The report identifies
measures that are critical for the successful implementation of the land redistribution process
as well as for improvements in land use in general.

The resettlement program should place much more emphasis on increasing
production and this objective may be achieved through:

(i) changing the selection criteria for settlers so that settlers are chosen on the
basis of farming skills;

(ii) modifying tenure arrangements in the resettlement schemes to provide greater
security of tenure; and to encourage multiple sources of income for settlers
rather than prohibit them as in the current system.

(iii) encouraging increased use of improved technology by the settlers, but this
strategy will also require improved availability of inputs through changes in
marketing policies and increased profitability of inputs through improved
technological packages.

Guidelines on land acquisition by Government for resettlement purposes also
need to be modified. The report rejects the proposed method of compulsory acquisitions at
administratively determined prices and recommends market determined mechanisms of
transferring surplus (under-utilized) land from the commercial farmers possibly through
allowing subdivisions as well as through increased land taxes to encourage farmers to sell
under-utilized land.



With regard to land use, the report concludes that the comparative advantage
of the LSCS tends to be in crops that are management and capital intensive, therefore this
sector should be encouraged to diversify into high value crops (and livestock) that require
these skills. The smallholder sector tends to hold some comparative advantage in maize
production in the higher rainfall areas of NRs II and III while it is desirable to encourage
production of drought resistant crops such as small grains and cotton in the more arid NRs IV
and V.

3. Aricultural Pricing and Marketing Issues

Liberalization of agricultural markets leading to the creation of a multi-channel
marketing system in place of the highly centralized marketing system which is now obsolete
and has hindered the development of other markets in the rural areas. Such liberalization
would involve the eventual removal of price control and crop movement restrictions as well as
the enhancement of private sector participation by allowing greater regional and seasonal
differentiation of prices. The report recognizes that this is a gradual process but it is expected
to lead to greater efficiency of the marketing system, including improvement in household
food security and employment generation in rural areas.

4. Agricultural Technology

Increased smallholder farm productivity is critical for the future growth of the
agricultural sector and there is a need for improvements in smallholder technology to
encourage greater regional specialization of farming systems. This will require a more
effective research and extension program to provide farmers with technology recommendations
that are appropriate to their farming environments.

5. Other Issues

In addition to these central issues the report also deals with forestry,
agricultural credit, and the central role that women play in agriculture.

(i) Women

The report recognizes the important role that women play in the agricultural
economy. More than 50 percent of the households in the communal areas are female-headed.
Women perform the bulk of the labor and time consuming tasks but are hampered from
improving their productivity by lack of access to resources. The report recommends that high
priority should be accorded to improving women's access to resources such as land, capital
and improved technology.

(ii) Agricultural Credit

The report confirms that the supply of credit by the AFC for the purchase of
agricultural inputs was a critical factor in the increased marketed production of cotton and
maize by the small scale farmers during the 1980s, and recommends a strategy for increasing
access to credit by a greater proportion of these farmers while at the same time minimizing
levels of arrears, as well as lowering the administrative costs of processing such small loans,
by possibly lending through groups.

(iii) Forestry and Wildlife

The key issue with both forestry and wildlife is how to create economic
incentives and benefits that will encourage the active involvement of local communities in the
appropriate management and conservation of these resources to ensure that their supply is self-
sustaining and environmentally viable.
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COUNTRY BRIEF

ZIMBABWE

PART I - THE ECONOMY

1. Zimbabwe is a landlocked country of about 390,000 sq km,
bordered by Mozambique on the east, Botswana on the southwest, Zambia on
the north west and the Republic of South Africa on the south. The
estimated GNP per capita was US$640 in 1990 1/ and the population in
mid-1990 is estimated to have been 9.8 million, 98 percent of whom were of
African origin. The population growth rate is currently estimated to be
about 2.8 percent per year and declining.

2. An economic report, "Zimbabwe: A Strategy for Sustained Growth",
Report No. 6981-ZIM dated November 9, 1987, was distributed to the
Executive Directors. Subsequently reports on several sectors have been
distributed to the Executive Directors: "Zimbabwe: Urban Sector and
Regional Development" (7619-ZIM); "Zimbabwe Population Sector Report"
(7703-ZIM); "Zimbabwe: Agricultural Sector Study" (4401-ZIM); "Zimbabwe:
The Capital Goods Sector -Investment and Industrial Issues" (7692-ZIM);
"Zimbabwe: Issues in the Financing of Health Services" (8100-ZIM);
"Zimbabwe: Agricultural Sector Memorandum" (9429-ZIM); "Zimbabwe: Private
Investment and Government Policy" (7646-ZIM); and "The Informal Sector in
Zimbabwe: The Role of Women" (9006-ZIM).

Initial Post-Independence Developments

3. At independence in 1980, Zimbabwe inherited a well-diversified
economy, with good potential for growth and a well-developed administrative
and physical infrastructure. During the period of isolation following the
Unilateral Declaration of Independence (UDI)--1965-80--Zimbabwe had
maintained strong agriculture and mining sectors and extensively
diversified its production of manufactured products for the domestic
market. In spite of sanctions, it continued to export agricultural and
mining products. The UDI period also saw the development of a tightly
controlled economic system, with administrative allocation of foreign
exchange, price controls and regulation of private investment. Despite the
basic strength of the economy, the Government was faced with a number of
difficult issues at independence. The Zimbabwean population expected the
Government to make rapid progress in redressing the severe inequalities in
income, capital, land-holding and access to basic social services. At the
same time, owing to foreign exchange shortages during UDI and the effects
of the war of liberation, physical infrastructure and the capital stock
were severely depleted. On the human capital side, there were significant
shortages of skilled manpower, largely due to the emigration of white
Zimbabweans and the educational policies of the pre-independence
government. Finally, the new Government was faced with internal and
external security problems that affected both business confidence and the
transport of exports and imports.

4. The Government effectively left intact the inherited structure
of ownership, with predominantly private ownership of the productive

.1/ Calculated on the basis of the World Bank Atlas Methodology.
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sectors and an extensive multinational presence. It also maintained the
system of economic controls. Within this framework there were, however,
significant policy shifts. In the first two years after independence, the
Government introduced a number of measures in pursuit of its goal of growth
with equity. To promote growth, it sharply increased foreign exchange
allocations (in anticipation of rapid growth of exports and large inflows
of concessional assistance), raised agricultural producer prices and
invested heavily in the road and rail systems to repair the damage incurred
during the war. To promote equity, it undertook a rapid expansion of
education and health services, increased minimum wages, initiated a major
reorientation of agricultural services toward the communal (smallholder)
areas, and introduced an agricultural resettlement program. The
combination of these policies, with very favorable weather conditions
resulted in bumper crops (especially for maize) and an economic boom in
1980 and 1981. Growth in GDP averaged 10 percent per annum in these years.

5. This combination of rapid growth in domestic demand and
deteriorated external circumstances (disrupted trade routes, declining
terms of trade, periodic episodes of drought) led to the emergence of
macroeconomic imbalances from 1981 onwards. Balance of payments pressures,
which had developed shortly after independence, intensified as exports
stagnated, while imports and service outflows rose rapidly. The current
account deficit rose alarmingly--from 2.5 percent of GDP in 1979 to 11.5
percent in 1981. Moreover, although US$2.2 billion had been pledged by the
international community at the March 1981 Zimbabwean conference on
Reconstruction and Development, official capital inflows were slow to
materialize. As a consequence, the Government had to rely heavily on
relatively short-term, high-cost borrowing from commercial sources and on
drawing down reserves to finance the current account deficit. Furthermore,
the expansion of government spending, increases in wages and salaries, and
increases in domestic credit resulted in a marked increase in domestic
inflation.

Stabilization of External Imbalances, 1982-89

6. By 1982, it was clear that a stabilization program would be
necessary in order to restore the economy to a position of reasonable
external balance. The Government effected a remarkable reduction in
current account balance of payments deficits, from over 11 percent of GDP
in 1981 and 1982 to near-balance in 1987 and 1988. This creditable
performance was achieved in spite of the continuance of budget deficits at
about 10 percent of GDP in 1989. Inflation remained high at about 13percent while the central government deficit moderated slightly, from 9 to
8 percent of GDP.

7. The key policy instrument in the stabilization program has been
the system of comprehensive foreign exchange allocation. Controls over thecapital account have largely kept private savings inside the country, while
cutbacks in allocations for imports have been the principal means for
reducing the current account deficit. In 1984, allowable remittances of
profits and dividends were reduced from 50 percent of post-tax profits to
zero for pre-1979 investments. The limit was restored to 50 percent in
1985 but cut to 25 percent in May 1987. In 1989, this limit was raised to100 percent of profits on a case-by case basis. The direct management offoreign exchange has been complemented by a flexible exchange rate policy,
that led to a real depreciation of the Zimbabwe Dollar of about 35 percent
between 1980 and 1989, as well as by increases in the controlled prices offoods, utility and rail tariffs, the use of wage policy as an
anti-inflation measure, and prudent monetary policy.

8. The stabilization program effectively tackled external
imbalances and prevented the external debt situation from becoming
unmanageable. The heritage of the current account deficits of 1981-83 was
a debt service ratio of around 35 percent for the period 1985-88, but much
of this was due to a hump in repayment obligations to commercial banks and
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the IMF. The estimated 1989 debt service ratio was moderate, about 21
percent. External borrowing policy has been highly conservative since
1983. However, there were also major costs. Much of the burden of
adjustment fell on investment in the productive sectors, where both
significant refurbishing and new investment were urgently required for
future growth. There was also failure to make progress in two key policy
areas. First, the foreign exchange allocation system hindered growth andintroduced a number of distortions into the economy. Second, the
commitments to education and defense and continued parastatal losses led tounacceptably high budget deficits.

9. Export performance has also been mixed since Independence. The
agricultural sector was severely affected by the 1982-84 drought, leading
to declines in export volumes in this period. With the improved weather
conditions of 1985, there was a major recovery and agricultural exports
rose by over 17 percent in volume terms. A further increase in the volume
of agricultural exports, of the order of 15 percent, is estimated to haveoccurred between 1985 and 1989. Exports of mining sector products wereadversely affected by the international recession up to the early 1980.,
but there has been some volume growth since 1985, and particularly so,following improved prices in 1989. Export growth in mining since 1987 hasbeen disappointing, because of decline in export prices and foreign
exchange constraint impeding output and foreign recovery. The overall
export performance of the manufacturing sector since independence has beenpoor, but this largely reflects problems in the iron and steel company. Ifthis is excluded, average growth between 1980 and 1989 was four percent perannum. This constitutes an important reversal of the long-term decline ofthe UDI period. The overall performance is indicative of a high degree ofresponsiveness to changing incentives and domestic conditions, showingstrong growth after 1983 with the improvement in competitiveness after thedevaluation and the introduction of an Export Revolving Fund to provideforeign exchange for inputs for exporters of manufactures. This wassupported by the World Bank's Manufacturing Export Promotion Project.

Developments During 1990 and 1991

10. During 1990, output growth fell from 6.4 percent to about2.1 percent. The drop in output growth resulted from a poor crop year dueto unfavorable weather. In addition, there was a reduction in imports,particularly in the latter part of the year, which affected negatively theperformance of domestic industry. A slight recovery in GDP growth isestimated for 1991, 3.5 percent. Improved weather resulted in better cropswhile the industrial sector benefitted from increased access to importedinputs. Meanwhile, some initial reform measures were implemented during1990 and 1991, including: aggressive exchange rate management, modest
deregulation of prices and internal transport, new investment guidelines,flexibility in price and wage setting, introduction of a foreign exchangeretention system and a moderate expansion of the Open General ImportLicense (OGIL) scheme. The continuation of a high budget deficit
accelerated the rate of inflation to about 15 percent.

11. In the external sector, the current account deficit remainedrelatively low in 1990, at 4.3 percent of GDP, due to stringent
administration of foreign exchange allocation, despite a modest expansionin the list of OGIL imports. There was a 12 percent real depreciation ofthe exchange rate in 1990, following an 8 percent real depreciation in1989. A substantial real exchange depreciation, over 30 percent, isestimated for 1991. The current account deficit, however, is expected tobe over 9 percent of the GDP in 1991 as liberalization of imports has notbeen matched by export growth.

Incomes and Emloyment

12. Zimbabwe inherited a highly unequal distribution of wealth andincomes, with widespread poverty, especially in rural areas. Average per
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capita incomes in 1988 were below the levels prevailing in 1975 and 1980.
However, there have been significant improvements in three areas. First,
smallholder incomes have risen, apart from in drought years, as a
consequence of the supportive policy on agricultural pricing and the
reorientation of agricultural services toward the communal areas. Second,
minimum wage policy has raised the incomes of the poorest wage-earners,
agricultural laborers, but probably at the cost of lower employment
levels. Third, there has been a substantial expansion of basic services in
health, family planning, education, and urban services. The major concern
within Zimbabwe lies with the employment problem. Formal employment has
stagnated over the last decade, while a rapid influx of school leavers into
the labor force will occur in the late 1980s and early 1990s. Even with a
labor-intensive pattern of formal sector growth, only a fraction of new
entrants to the labor force are likely to find formal sector jobs. This
illustrates the need for continuation of the relaxation of labor policies,
such as increased collective bargaining and less direct Government
controls, to facilitate employment and for measures to support both the
sustained expansion of peasant agriculture and growth in the rural and
urban informal sectors.

Issues for Future Growth

13. Zimbabwe remains in a cycle of low growth, declining fixed
investment, stagnant formal employment and constrained foreign exchange
availabilities. The Government is clearly aware of the gravity of the
problem and is in the process of implementing a program of structural
adjustment. The program, "A Framework for Economic Reform (1991-1995),"
has elicited the support of the international community in the Donor
Meeting that took place in Paris, in March 1991. The aim of the
Government's program is to increase private investment in the productive
sectors, expansion of exports, and maintenance of a manageable external
debt service ratio. The Government's structural adjustment program
consists of gradual trade liberalization, budget deficit reduction, and
domestic deregulation of prices, labor, and transport. These are going tobe supported by sectoral policies (i.e. agricultural service expansion,
small business support, environment protection, etc.) and by measures to
protect the poor from the impact of price decontrols and frictional
unemployment. Other measures to stimulate investment by both domestic and
foreign private sectors include the Government's recent joining of the MIGA
and signing bilateral investment guarantee protocols (e.g. OPIC). .

14. Future growth will depend on the progress made by Government inthe implementation of the adjustment program. Should measures continue as
scheduled in the Government's Framework for Economic Reform, GDP growth isexpected to progressively accelerate reaching a sustained 5 percent in
about five years. It should be stressed, however, that availability ofexternal funds, about US$ 3.4 billion in the period 1992-95, needs to besecured in order for Zimbabwe's economic reforms to promote a higher level
of economic growth.

External Debt Manacement.

15. Under the Structural Adjustment Program, additional finance will
be needed to make possible the increase in investment without an
unacceptable decline in consumption and living standards. Preliminary
estimates indicate that the total external financing required for the 1992-95 period will be about US$ 3.7 billion. This would support an increase inreal imports of 4-5 percent during the next 3 years, following an increase
of about 13 and 24 percent for 1990 and 1991, respectively. External
financing requirements would also support a rise in total investment from
about 21 percent of GDP in 1990 to about 25 percent from 1992 onwards. Somecommercial borrowing will be needed although most of the financial
requirement are expected to come from multilateral and bilateral donors.
Under an scenario that assumes that gradual but decisive structural reforms
take place, the total outstanding debt is projected to increase to 90



ZIMBABWE ZIMBABWE

percent of GDP in 1993 and to decline thereafter. By 1998, total debt
outstanding is projected at 68 percent of GDP and, by the end of the
decade, below 60 percent. Debt servicing is projected to increase to 30
percent of exports in 1992 as a result of the maturity of short-term debt
contracted to advance the import liberalization program. It is projected
to decline to 26 percent in 1993, and steadily thereafter reaching 15
percent by the end of the decade.

PART II - BANK GROUP OPERATIONS

16. Before 1965, the Bank made five loans totalling US$130.8 million
benefitting Rhodesia--one each directly to the Government for agriculture
(US$5.6 million) and power (US$28.0 million), two loans totalling US$87.7
million to the Central African Power Corporation (CAPCO), and a US$9.5
million loan to the Rhodesia Railways. Since fiscal year 1981, there have
been 20 projects benefiting Zimbabwe, involving 17 Bank loans (US$651
million) and 4 IDA credits (US$53 million) totaling US$704 million (net of
cancellations). Three projects (one of which included IDA and Bank
financing) supported the industrial sector, including imports first for
rehabilitation and then for the expansion of exports of the manufacturing
sector (US$146 million or 21%); three projects helped finance energy
development (US$150 million or 21%); five projects in the transport sector
focused on reconstruction and rehabilitation activities, including training
and manpower development in the railways subsector and development and
maintenance of highways (US$150 million or 21%); two urban development
projects are helping increase the supply of low-cost housing and related
services in the country's major urban and economic centers (US$123 million
or 18%); five projects supported forestry and the reorientation of
agricultural services toward communal areas (US$101 million of 14%); and
two family health projects are supporting the expansion of population and
basic health services (US$35 million or 5%).

17. In fiscal year 1991, the following loans were approved: US$38.6
million for Railways II and US$25 million for Family Health II. In fiscal
year 1992, the Bank plans to finance loans for Structural Adjustment, Urban
Transportation, and Power Distribution.

18. IFC's first investment in Zimbabwe was in 1981 in the Wankie
Colliery Company Ltd., primarily to help finance a project for producing
coal for the nearby thermal power station. This was a loan of US$23
million, of which US$12 million was for IFC's own account and US$11 million
for commercial bank participation. In 1984, IFC invested US$2 million in
UDC Ltd. (a finance company) to assist in the expansion of the company's
capital base and in the localization of ownership. A follow-up loan of
US$10 million to UDC Ltd. was approved in July 1988 for the purpose of on-lending to the private sector. In 1986, IFC made an investment of US$5
million (US$4 million loan and the balance as equity) in Crest Breeders
International Ltd. to support the expansion of an integrated poultry
operation for the domestic and export markets. During fiscal year 1990, a
US$8 million line of credit was approved for Scotfin for on-lending to
small- and medium-scale businesses in transport and manufacturing to
finance imports of capital equipment. It was followed by five lines of
credit totaling US$130 million for relending through merchant banks for
export oriented projects. During the last financial year, ended June 1991,
five investments were made comprising a US$2 million loan to TA
Trading/Cresta Lodge to develop a selected services hotel in Harare; a US$7
million loan to National Blankets Ltd. to expand blanket production; a US$2
million equity investment in the Venture Capital Company of Zimbabwe Ltd.;
a US$2 million equity investment in the First Merchant Bank; and a US$5
million loan to Zimbabwe Spinners and Weavers Ltd. to expand production.
Since June 1991, two further IFC investments have been approved: a US$8million loan for the expansion and refurbishment of the Meikles Hotel in
Harare, and a US$17 million loan (with participants to provide a further
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US$16 million) for the construction of a 200 km petroleum pipeline from
Feruka to Harare.

19. Bank-assisted projects in Zimbabwe in general have been
implemented rather effectively during the past few years though frequent
staffing changes in the public sector have caused delays in some projects.
This has generally been due to moves of qualified officials to better paid
jobs in the private sector. The Government has shown a willingness to
review and discuss implementation problems and generally has undertaken
timely corrective measures. Disbursements are expected to improve in the
coming years because of technical assistance programmed to accelerate
procurement as well as because of likely approval of fast-disbursing
operations.

20. Country Assistance Strategy. The Bank's strategic objectives in
Zimbabwe are to help the Government to promote: (a) implementation of
policy changes to support the process of economic restructuring that will
be necessary for growth with internal and external macroeconomic
equilibrium; (b) investment in economic infrastructure to support long-term
growth in the productive sectors; and (c) the reduction of poverty and
inequality through investment in social and economic infrastructure and
economic policies that support a labor-intensive growth path.

21. The Government has formulated its program of adjustment, and has
recently completed and distributed a "Framework for Economic Reform, 1991-
1995." This framework paper is the result of a long process of consensus
building within Zimbabwe and was produced with technical assistance from
the Bank and the IMF. Its central components are: (a) fiscal deficit
reduction coupled with prudent monetary policy; (b) trade liberalization;
(c) domestic deregulation; and (d) measures to alleviate the impact of
reform on vulnerable groups.

22. An agreed medium-term adjustment program could be supported by
the Bank and other donors. We have scheduled negotiations for an FY92
adjustment operation in December 1991, AfDB has completed negotiations for
a SAL to go to their board in December 1991 and other donors have indicated
an interest in cofinancing a SAL. The Government requested a multi-year
IMF program during the Annual Meetings in Bangkok and a three year EFF
(with possible partial conversion to an ESAF) is likely to go to the IMF
board in early 1992. The Bank's SAL will be a broad-based macro-economic
adjustment operation with the focus on the foreign trade regime and fiscal
management and deregulation of the economy. Successful implementation ofthis operation would create the basis for a series of follow-up adjustment
operations as well as expanded investment lending activities.

23. In future investment lending activities, there will be a broader
focus, going from economic infrastructure to poverty-alleviating
activities. While the underlying strategy is to continue to support the
efficient expansion in transport, energy, and urban development,
investments in communal farming, small entrepreneurial development, family
health care, education, and wildlife conservation will constitute a growing
share of Bank lending. The program is designed to complement the
adjustment program. The Bank's proposed assistance to wildlife
conservation complements the recently negotiated second forestry project.
These projects will greatly facilitate conservation and introduce new
farming systems that are more appropriate in Zimbabwe's fragile agro-
ecological environment.

24. In the productive sectors, continued emphasis will be given toagriculture. This is a critical sector for both economic performance and
poverty alleviation. As in past activities, the efficient provision of
services to smallholders will be a major focus, while attention will alsobe given to the expansion of export-oriented activities for the whole
sector. The Bank's recently completed Agriculture Sector Survey has
identified the major issues to be addressed by agriculture. An
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Agricultural Services project is under preparation. In manufacturing, the
focus will be on the relationship between the adjustment process and
industrial restructuring. This could be supported, on a case by case
basis, with specific projects to support adjustment, institutional
development or policy change in individual subsectors. Recent Bank reports
on private investment and the capital goods sub-sector identify the need
for necessary policy and institutional development to facilitate such
assistance. Support for small scale industry to promote indigenous
entrepreneurial development and employment creation particularly in the
informal sector, will be emphasized.

25. In human resource development, the immediate focus of the Bank's
involvement is on family planning and health care issues, education and
manpower development. The recent reports on the population sector and
health finance issues provided the basis for the recent Family Health II
project. Recently completed education sector work will provide the basis
for broadening the Bank's involvement in the human resource sectors.

26. The projected FY92-93 lending level of $327 million constitutes
a substantial increase from recent lending levels ($78.1 million in FY90-
91). In August 1991 Zimbabwe was declared eligible for IDA lending and
almost one-third of this projected lending will be IDA credits.

27. Bank Exposure. The Bank's exposure in Zimbabwe in 1990 is
estimated at 12 percent of total debt service (including IMF and interest
on short-term debt) and 3 percent of exports, while disbursed and
outstanding Bank debt at end-1991 is estimated at 10 percent of the total.
These ratios are rising, however, and if the Government seeks the Bank's
support for adjustment finance, the Bank's share in both total debt service
and outstanding debt could rise to around 20 percent of the total in the
1990s, with Bank debt service about four percent of exports. Three factors
will be important to reduce the risk of the excessive exposure in
Zimbabwe. First, it will be critical to ensure that any increased lending
supports a robust overall program of growth and adjustment that leads,
inter alia, to steady export growth-- a feasible growth path can occur with
a significant reduction in the debt-service ratio and the maintenance of
overall creditworthiness. Second, for both investment and adjustment
operations, maximum use of concessional cofinancing will be sought. Third,
it will be important to ensure that Bank lending forms part of a coherent
overall pattern of non-concessional lending, encouraging extensive
cofinancing as has been the practice in the past. As noted in para. 12,
the projections assume an increase in commercial bank exposure.
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1. BACKGROUND

1.1 Economic and Social Developments in the 1980s

1. Since Independence in 1980, Zimbabwe has achieved much in the areas of
education, health, family planning and small holder agriculture. Primary school enrollments
rose from 1.2 million children in 1980 to 2.2 million in 1989, and secondary school
enrollments rose from 74,000 to 671,000. The percentage of children fully immunized has
more than tripled from 25 percent to 86 percent; infant mortality has declined from 86 to 61
per 1000 births; life expectancy has increased from 55 to 59 years; and the population growthrate has fallen to an estimated 2.8 percent per annum in 1989. The small farmers' share of
maize and cotton marketed through official channels has risen from near zero in 1980 to over60 percent in 1989.

2. Unfortunately though, these successes in the social sectors have not beenmatched by economic growth and rising per capita income. Average GDP growth during1980-90 (3.0 percent per annum for GDP at market prices) lagged behind population growth
(3.4 percent per annum). Agriculture, manufacturing and services all grew at about the samerate, while mining grew less rapidly (see Table 1). Fortunately, GDP growth has been higherin 1988 and 1989, and GDP per capita rose by over 3 percent per annum. Favorable weatherconditions following the drought of 1987 led to a 25 percent increase in agricultural
production in 1988. The resulting increase in domestic incomes, together with an expansionof imports as the debt service payments fell, led to manufacturing sector growth of 5 to 6percent in 1998 and 1989. However, such growth was not sustained in 1990, with
agricultural output falling by 6.6 percent and manufacturing sector growth being only 4.4percent. It has become increasingly clear that sustained overall growth of 5 percent per annumis unlikely without major improvements in economic management.

Table 1. Pattern of Growth
(Growth rates - percent per annum)

......................................................................................

1980 1982 1985 1986 1987 1988 1989 1990 1980-90 1985-90

GDP at Market Prices 10.6 2.6 6.9 2.6 -0.8 6.9 6.3 2.1 3.4 4.2Net indirect tax 9.0 14.9 4.0 6.4 -2.6 21.9 19.9 3.5 6.7 10.5
GDP at Factor cost 10.7 1.5 7.3 2.2 ..5 7.3 4.5 1.9 2.9 3.3

Agric. and Forestry 1.6 -7.2 23.8 -6.2 -18.1 25.4 -0.8 -6.6 2.4 -0.8
Mining and Quarrying -2.4 2.2 -1.0 1.7 2.4 -1.7 4.1 2.0 1.0 1.6
Manufacturing 15.1 -0.5 11.5 3.4 1.7 5.0 5.9 4.4 2.8 4.1Sevices 13.9 4.7 2.6 4.3 2.9 5.6 5.4 2.9 3.3 4.4Fixed Investment (GFCF) 19.2 9.1 -18.3 2.8 15.6 15.1 8.8 2.1 0.9 10.1tTotal investwent/GDPI 18.8 21.2 20.3 19.2 18.5 16.8 ..

Exports of GNFS 21.9 2.5 27.6 16.4 -4.9 -6.8 1.3 0.8Imports of GNFS 33.3 0.9 25.0 4.5 -9.4 6.7 16.5 12.6Consumer Price Index (M) 7.2 14.6 9.2 14.2 11.9 7.1 11.6 15.5 13.1 11.4---- . . . . . .. . . . . . . . .. . . . . . . . .. . . . . . . .................................. 3 1 1 .4
Source: CSO Publications

3. Exports increased by 3.5 percent per annum in real terms between 1980 and1990. In spite of this, total imports were virtually stagnant as the government restricted
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foreign exchange allocations to make room for debt service payments which rose from
4 percent in 1980 to peaks of 37 percent of export earnings in 1983 and 1987.

4. Total debt outstanding rose to a peak of 57 percent of GDP in 1985 before
falling back to below 50 percent for the three years 1988 to 1990 (see table 2). With the
rapid fall of the exchange rate in the third quarter of 1991, this ratio will inevitably rise
sharply to about 85 percent, even though the US$ value of debt outstanding has only risen by
10 percent during 1991. Debt service payments fell back to 20 percent of export earnings by1989. This allowed imports to rise by 12 percent in 1989. This initial rise and subsequent
fall in debt servicing, matched by a concurrent fall and later rise in import growth, is the
direct result of substantial relatively short-term borrowing in the early 1980s. This is also
reflected in a widening trade balance in the mid 1980s following large balance of payments
deficits in the early 1980s. The trade surplus was increased to 7 percent of GDP by 1987 toservice debt which had been taken on to finance current account deficits in excess of 10
percent of GDP in 1981 and 1982.

Figure 2. Balance of Payments Indicators
(Percentage of GDP)

...........................................................................................

1980 1981 1982 1983 1984 1985 1986 1987 1988 1989 1990. . .............. .......... ....... .... .................. .............. ... ...................
Exports 27.0 22.6 19.2 18.6 22.8 25.8 26.6 27.1 28.1 27.9 27.9ITports 25.0 23.9 21.5 17.2 19.2 21.2 20.3 20.0 19.5 21.9 24.4Trade Balance 2.0 -1.3 -2.3 1.4 3.6 4.6 6.3 7.1 8.6 6.0 3.6Resource Balance -2.0 -7.4 -5.8 -3.0 -0.5 0.4 3.2 4.2 5.3 2.4 0.1Interest 0.2 0.5 1.3 1.7 2.4 2.8 2.6 2.5 2.5 2.4 2.4Current Account Balance -5.6 -11.3 -11.0 -8.0 -3.6 -3.5 -1.0 0.0 1.3 -1.5 -4.3LT Capital Inflow -1.0 1.3 5.4 2.6 1.7 0.4 0.2 -0.8 3.5 2.6 2.2Gross Reserves excl. gold 1/ 1.3 0.9 0.8 0.5 0.4 0.8 0.8 1.2 1.2 0.6 0.4

Debt Outstanding & Disbursed 14.7 19.5 27.0 37.1 43.8 56.6 54.3 54.2 44.8 49.7 46.0
Debt Service/Exports 2/ 3.8 6.4 13.1 37.2 25.9 34.9 32.8 36.9 32.4 20.1 21.2

Nominal Exchange Rate 0.64 0.69 0.76 1.01 1.26 1.61 1.67 1.66 1.81 2.11 2.45Real Exchange Rate Index 100 104 90 95 98 89 81 75 72 66 55

...........................................................................................

1/ in months of imports
2/ exports of Goods & Services

5. The central government's fiscal deficit was in excess of 10 percent of GDP for
much of the 1980s and this led to central government debt reaching 70 percent of GDP by
1988, 42 percent of which was external debt (see table 3). As a result, interest payments
comprised 69 percent of the central government overall deficit in FY90/91 (or 6.7 percent of
GDP). This persistent fiscal imbalance has been caused by excessive government spending,not inadequate resource mobilization, as current government revenue has risen from 25
percent of GDP in 1980/81 to 37 percent in 1990/91. Total budget expenditure rose from 33
percent of GDP in 1980/81 to 48 percent of GDP by 1990/91. Such a high share is not
sustainable or conducive to private sector investment. The vast majority of this rise in
government expenditure has been on wages and salaries, interest payments and subsidies.
Government expenditure on these three items alone rose from 14 percent of GDP in 1980/81
to 18 percent by 1983/84 and 26 percent by 1987/88.
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Table 3. Summary of Putkic Finance. a/
(Percent of GOP)

1981 198. 1983 1984 1985 1986 1987 1988 1989 1990 1991 1992

central Gov't Savings -3.5 -1.9 -1.0 -4.4 -4.5 -5.7 -7.5 -3.5 -2.7 -1.4 -2.2 0.3Primary Deficit 4.7 3.6 4.8 5.8 5.5 3.5 5.7 2.9 3.2 1.9 2.7 -1.0
overall Deficit 7.2 6.5 8.3 10.0 10.7 9.0 11.6 9.2 9.6 8.5 9.4 6.0
Def. before ext. aid 7.5 7.0 8.7 10.9 11.9 10.2 12.8 10.4 10.3 9.5 10.7 7.1
Total Gov't Borrowing 11.2 10.4 13.7 13.7 14.6 12.7 17.6 13.8 14.2 12.8 13.1 12.2
Current Revenue 31.1 32.1 33.5 36.1 35.4 36.6 37.3 37.5External Aid 0.2 0.4 0.4 0.9 1.2 1.3 1.2 1.2 0.7 1.0 1.3 1.1Recurrent Expenditure 28.9 30.1 31.6 35.0 35.6 37.8 40.9 39.6 38.1 38.0 40.4 37.1wages & salaries 9.5 9.8 9.7 9.8 9.9 10.5 12.1 15.0 15.4 15.2 16.8 15.9

Interest 2.5 3.0 3.5 4.3 5.2 5.5 5.9 6.2 6.4 6.6 6.5 7.6Subsidies 1.8 1.8 2.7 3.7 4.4 3.9 4.6 4.5 3.9 2.7 3.0 2.0Total Budget Expend. 32.9 35.2 39.4 41.5 43.0 42.4 46.3 46.5 45.8 46.1 48.0 44.6
Total CG Debt 49.3 46.3 46.1 49.9 60.9 66.3 69.5 71.9 71.7 74.0 73.4 86.3Foreign CG debt 12.4 14.1 15.8 16.5 25.3 28.3 28.5 27.9 26.9 28.9 29.2 44.0Domestic CG Debt 36.9 32.2 30.3 33.4 35.6 38.0 41.0 4.1 4.8 45.1 4.2 42.2
........................................................................................

a/ Fiscal years, 1981 denotes 1980-81 etc.
b/ Budget estimates.

Source: Ministry of Finance, Budget Documents.

6. Inflation averaged around 15 percent per annum during the 1980s while tocommercial lending rate averaged 12 percent. However, limited availability of consumergoods due to import constraints and the existence of developed savings institutions acting asfinancial intermediaries helped maintain a savings rate of about 20 percent per annum, in spiteof negative real interest rates.

7. Perhaps the most disappointing aspect of Zimbabwe's economic performanceduring the 1980s has been the fact that the increase in employment opportunities has been farfrom adequate to absorb the large numbers entering the work force annually. At the end ofthe 1980s there was about 200,000 school leavers each year, but only about 70,000 formalsector job openings - 30,000 from new jobs being created and about 40,000 from existingemployees leaving formal sector employment.

8. The principal cause of Zimbabwe's modest economic performance has beenlow levels of investment in the productive sectors of the economy. Investment has beenbarely adequate to maintain the capital stock, let alone increase it and raise total productivity.Private sector investment as a share of GDP has fallen from 12 percent in 1985 to a low of8 percent in 1987, before recovering slightly to 10 percent in 1989. This low level ofinvestment has been caused by three basic factors: (i) risks associated with unsustainable fiscaldeficits and the possibility of a deterioration of macroeconomic stability; (ii) limited access toimported investment and intermediate goods and high non-financial costs associated withimporting through the foreign exchange allocation system; and (iii) relatively high cost ofdoing business in Zimbabwe's highly regulated business environment involving price control,labor market restrictions, and investment sanctioning.



-4-

1.2 Planned Policy Reform

9. Analyses of Zimbabwe's modest past economic performance have ledGovernment to recognize that broad-based policy reform is necessary to increase investment,growth and employment. To this end, the Government formulated a comprehensive programof structural adjustment, phased over five years, and has begun implementing it. Thisprogram entitled 'A Framework for Economic Reform : 1991-95 (FER)', was discussed andwidely supported by the donors at a Consultative Meeting in March. The program is adeparture from pervasive direct controls to market forces. Its central components are: (a)fiscal deficit reduction coupled with prudent monetary policy, (b) trade liberalization, (c)domestic deregulation, and (d) measures to alleviate the impact of reforms on vulnerablegroups. The program is a blend of structural reforms and macroeconomic stabilizationmeasures designed to address the key policy constraints that have hampered Zimbabwe'sdevelopment in the 1980s. The key features of this program, together with the main measuresto be implemented, are summarized below. Initial measures have been implemented (seesection 2. 1) and more are planned for 1992 (see section 2.2).

10. Fiscal and Monetary Policy. The central government deficit (excludingofficial grants) will be reduced from 10.7 percent of GDP in FY90/91 to 5 percent byFY93/94, to avoid crowding out private investment and to maintain a sustainable external anddomestic debt position. Moreover, the most rapid reduction will be in the first year of theprogram. Given Zimbabwe's relatively high tax ratio and the need for ongoing infrastructureinvestment, this deficit reduction target will be achieved mainly by reducing recurrentexpenditure as a share of GDP. More specifically, it will largely be achieved by reducingparastatal deficits and rationalizing public sector employment. Subsidies to parastatals (3.0percent of GDP in FY90/91) will be virtually eliminated by FY93/94 and the civil servicewage bill will be reduced from 16.5 percent of GDP in FY90/91 to 13 percent of GDP byFY94/95 (which was the level prevailing in FY86/87). In addition, there will be increasedcost recovery in the education and health sectors, but social sector spending will be protected.Public sector investment will largely be maintained at the current percent of GDP, but it willbe regularly reviewed with the Bank, and a more transparent project evaluation mechanismwill be implemented.

11. Direct subsidies to parastatals are expected to fall as a result of (a)comprehensive programs to improve parastatal efficiency; (b) improvements in pricing policy;and (c) actions to reduce the size of the parastatal sector. The efficiency improvementprograms will involve both operational and structural components, like the program currentlybeing implemented for National Railways of Zimbabwe (NRZ). Initial programs will focuson the Zimbabwe Iron and Steel Company (ZISCO), Air Zimbabwe, Post andTelecommunications Corporation (PTC), Zimbabwe Electricity Supply Authority (ZESA),Agricultural Development Authority (ADA) and Agricultural Marketing Authority (AMA),because these enterprises, with NRZ, constituted three-quarters of total parastatal losses inFY90/91. Improvements in financial performance will include pricing reforms, namely:replacement of administered prices by market determined prices for parastatals operating in acompetitive environment; and the introduction of appropriate tariff policies allowing a degreeof automaticity and parastatal autonomy for public utilities.

12. Other, sector-wide actions will be taken to improve the economic performanceof parastatals. The legal framework within which parastatals operate, will be overhauled to
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ensure that boards of directors are given sufficient autonomy and responsibility to operate inline with their mandates. The respective roles of ministries, boards of directors andmanagement will be clearly defined. Parastatal boards and management will be given moreautonomy in the hiring and firing of labor (within the guidelines laid down in the LaborRegulations Act), in setting pay scales and in procurement policy. All indirect subsidies, suchas through customs duty and tax exemption or access to borrowing at subsidized interest rates,will be phased out by the end of 1993.

13. The reduction in the civil service wage bill will be achieved through acombination of a reduction of 25 percent of the number of civil servants (excluding schoolteachers and health workers) over the next 4 years, and a change in public wage policy. Thisreform is designed to reduce the disproportionately large share of civil service wage costs inGDP, while concurrently bringing salaries for professional and managerial grades, closer tothose received by their private sector counterparts. Measures being introduced to slow downthe exodus of technical, managerial and professional personnel from the civil service include,improved benefits for targeted positions, better access to training programs, improvements tothe grading and promotion processes which would allow quicker access to higher salaries, andthe payment of retention allowances.

14. Monetary and credit policy will aim at containing overall demand andreducing the rate of inflation to less than 10 percent by 1995, consistent with the fiscal andbalance of payment targets. Recognizing that the existing direct methods used to controlcredit and money supply need to be changed in a more market-oriented economicenvironment, the government will move to indirect methods of control. As the fiscal deficit isbrought under control, the government is committed to eliminate, by 1995 at the latest, thepresent system of administered interest rates.

15. Trade and Exchange Rate Policy. The Government of Zimbabwe iscommitted to a phased program of trade liberalization to move from the present foreignexchange allocation system to a market-based system by 1995. This program includesexpanding the OGIL and Export Retention systems, tariff reform, supportive exchange ratepolicy and improved export provisions.

16. To further support exports, the Government has introduced an ExportRetention Scheme (ERS) effective July 1990 and plans to improve duty drawback proceduresand reduce the rate of tax on capital goods. The ERS initially allowed exporters to retain 5 to7.5 percent of their export earnings, and use these funds to import any goods (eg. capitalgoods and materials) needed for their business. This will be expanded to allow exporters toimport goods worth up the 35 percent of their export earnings, by the middle of 1993. Thiswill provide an additional incentive to exporters and will complement the Export RevolvingFund by which Zimbabwe's manufacturing exporters have traditionally acquired the importedinputs they need.

17. With the exception of a few goods, to be excluded only on the grounds ofdefense, safety or overwhelming public interest, all items will be importable through theOGIL system by 1995. The OGIL has reached 15 percent of imports by the end of 1991 andis projected to include 35 percent by the middle of 1993. The first goods placed on OGILhave largely been raw materials, irrespective of whether or not they are domesticallyproduced. This will be followed by intermediate goods. Capital equipment will initially be
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made available from special lines of credit under the supervision of the Zimbabwe InvestmentCentre (ZIC). By 1993, capital goods will be added to the list of OGIL. Final consumergoods will be placed on OGIL only in the fourth and fifth years of the program, to minimizedislocation of existing industry and employment, while still ensuring that these industriesrestructure and become competitive within five years. The share of imports intended to beunder OGIL and the ERS up until 1993 is summarized in Table 4. There will be acomprehensive review during the first half of 1993 to refine plans for completing the rest oftrade liberalization by 1995. By 1995 the positive OGIL list will be abolished and
importation of all goods will become free of controls, unless included in a small negative list.

Table 4. SCHEDULE OF IMPORT LIBERALIZATION
(cumulative minimum % of total imports

for OGIL and exports for ERS)

Dec 91 Jun 92 Dec 92 Jun 93 Dec 93

OGIL 15 15 20 35 35
ERS 15 25 30 30 35

18. As the foreign exchange allocation system is phased out, tariffs will providemodest protection for local producers. Almost all tariff rates will be in the range of 10 to 30percent from 1991 onwards. The surtax, which is currently 20 percent, will be reduced to 10percent by 1993 and zero by 1995. By 1993 the overall structure of taxes on imports will bereviewed, with a view to reducing the dispersion of nominal and effective rates of protection.The average customs duty will increase from about 9 percent to 14 percent, while the averagenominal protective import tax (i.e. customs duty plus surtax) will fall from 19 percent to 14percent over the 5 years of the program. Final consumer goods will generally have customsduties in the range of 20 to 30 percent. Intermediate goods, raw materials and capital goodswill be subject to customs duties in the range of 10 to 20 percent. Import taxes, which areequivalent to sales taxes on domestically produced goods, will change only as sales taxes arechanged.

19. By 1993, all government and parastatal imports will be subject to taxation.This, together with an increase in the minimum customs duty from 0 to 10 percent and theabolition of the manufacturer's rebate (a system whereby manufacturers were refunded
customs duty and import surtax paid on materials and intermediate goods), will allow thesurtax to be phased out without a commensurate reduction in the average rate of total tax onimports. Meanwhile, the effective rates of protection will fall because of the phased removalof foreign exchange controls, the reduction in surtax and the reduced dispersion of custom
duties.

20. To support the program of import liberalization, the Government is committed
to maintain an exchange rate regime which will sustain export competitiveness and continue
the ongoing resource shift in favor of export sectors. To this end, the average real exchange
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rate against Zimbabwe's major trading partners fell by 8 percent during 1989 and 12 percentduring 1990.

21. Domestic Deregulation. The government recognizes that the full benefits offoreign trade liberalization and fiscal reform cannot be reaped in an environment constrainedby controls over economic activity. Extensive intervention by the Government in domesticmarkets has caused distortions in the allocation of resources and helped sustain an inefficientand high cost structure of production which is not in line with the country's comparativeadvantage. The adjustment program thus includes reform of the regulatory system to increasedomestic competition and provide entrepreneurs with the freedom necessary to respond toemerging market opportunities and pressures. Planned regulatory reform encompasses, theinvestment approvals process, price and distribution controls, labor and wage regulation, andother rules and guidelines which tend to impede growth, particularly of small-scale andinformal sector activities.

22. Investment sanctioning is initially being streamlined through establishing theZimbabwe Investment Center and will subsequently be relaxed as capital goods are added toOGIL. By 1995, all exchange control restrictions on dividends and profit remittances will beremoved.

23. Controls on prices of products are being removed as and when they are put onOGIL. By 1995, price controls will be restricted to very few basic commodities.
Agricultural support prices will be maintained to encourage production by reducing marketrisk. The agricultural marketing boards, which have been monopoly buyers of many majorcommodities, will become residual buyers, and restrictions on the direct sale of grainsbetween regions will be relaxed.

24. The basic thrust of changes in labor laws and wage regulations will be tomove away from direct government intervention and towards collective bargaining, and toestablish time-bound procedures for settlement of matters pertaining to job security andretrenchment. Amendments in the Labor Relations Act will streamline the procedures forhiring and firing of employees, thereby reducing delays. Provisions introduced in December1990 already enable employers to retrench workers for financial or economic, as well asdisciplinary reasons. Clearly defined compensation mechanisms for persons retrenched willbe introduced by May 1992. Direct government intervention in wage setting has already beengreatly reduced. Wage agreements are now being reached through collective bargaining andin employment councils and boards. Employment councils will be progressively establishedfor all industries and activities, and they will be responsible for resolving all disputesregarding labor issues-wages, conditions of service, removal of individual employee formisconduct, etc.

25. Excessively restrictive zoning regulations and licensing procedures for smallbusinesses, shops, hawkers and vendors will also be relaxed as they have inhibited the growthof employment.

26. Social Dimensions of Adjustment. The structural adjustment program hasbeen designed to minimize social dislocation, but adverse effects will arise. The aim of theGovernment in including special social provisions is to shield, to the extent feasible,disadvantaged groups from transitional declines in welfare. The potential negative effects of



structural adjustment on the poor and vulnerable fall into three categories: (i) increasedfrictional unemployment; (ii) inflation and relative price increases; and (iii) social service cut-backs and increased cost recovery.

27. Transitional unemployment is expected to occur in the public sector, includingparastatals, and in some parts of the private sector. The Government will pay commutedpensions to civil servants who are made redundant compulsorily, in line with existingregulations and provisions. In addition, the government will set aside an amount equivalentto 35 percent of the wages and salaries saved, to cover retraining costs. Commuted pensionswill similarly be paid by parastatals to any workers laid off, and there will be financialsupport for retraining. Guidelines for compensatory payments to be made by private sectoremployers to employees made redundant are being developed by the Ministry of Labor,Manpower Planning and Social Welfare. In addition, a Social Development Fund has beenestablished to support social welfare measures and employment promotion. This Fund will befinanced from a variety of sources, including contributions from donors. Government willstrengthen the capacity of existing technical and vocational training colleges and reviewexisting fiscal incentives to encourage more training by the private sector. In addition to thepositive employment effects resulting from the economic reform measures, more employmentopportunities will be directly generated with financial assistance from the Fund. Support willbe provided to labor-intensive public works, the non-formal and small-scale enterprise sectors,and rural resettlement programs.

28. The accessibility and affordability of maize (the most essential item ofconsumption) to poor and vulnerable groups is critical from a social point of view. As thesubsidy to the Grain Marketing Board (GMB) is cut and the producer price is raised toencourage production, the price of maize to consumers is likely to increase. To minimizeupward pressure on the price of maize to consumers, and to increase the efficiency of itsdistribution system, the Government will liberalize grain marketing and provide a commodity-specific subsidy to be financed from the Social Development Fund.

29. Throughout the adjustment period, social sector gains achieved sinceIndependence will be protected by maintaining the level of resources going to health andeducation and by ensuring that poor and vulnerable groups are exempted from cost recovery.To ensure that the social effects are closely monitored, data collection and analysis activitieswill be strengthened. Monitoring capacity will be strengthened in the Ministry of Finance,Economic Planning and Development (which includes the National Planning Agency and theCentral Statistical Office) by March 1992.

2. PROGRESS WITH STRUCTURAL ADJUSTMENT

2.1. Recent Developments

30. Zimbabwe has moved ahead with implementing its structural adjustmentprogram during 1991, in spite of worsening stabilization problems. In fact, adjustments madein response to emerging stabilization problems have advanced the program beyond what wasanticipated early in the year, and supported by donors in March. Fiscal deficit reduction,exchange rate depreciation, trade liberalization and tariff reform have all proceeded more
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quickly than was anticipated when the donors reviewed Zimbabwe's adjustment program in
March 1991. Further details of these and other measures already implemented are given
below.

31. While good progress has been made in initiating the adjustment process,macroeconomic balances deteriorated during the second and third quarters of 1991, partly as a
result of exogenous factors, such as the poor agricultural season, world recession and the Gulf
crisis, and partly as a result of imperfect coordination of reform initiatives. In particular,
monetary management was too expansive to keep pace with other reforms and support overall
efforts to contain aggregate demand. There has been a significant deterioration in the current
account deficit of the balance of payments, from 4.7 percent of GDP in 1990 to an estimated
10.7 percent of GDP in 1991. Export receipts have been sluggish, due to a drought-induced
decline in agricultural output and weak overall world demand, while imports have grown
rapidly, due to large capital good imports linked with lines of credit, and higher than
projected OGIL imports. The large demand for OGIL imports was not simply a reflection ofpent-up demand, but a result of insufficient demand management and speculation induced byinstability of the exchange rate and uncertainty about the sustainability of import
liberalization. Moreover, the inflation rate has risen to 25 percent, largely because of the
rapid monetary expansion as well as the progressive decontrol of previously regulated prices.
However, starting in the fourth quarter of 1991, Government took a number of decisive steps
to tighten overall monetary and credit policies and restore balance to the economy. These
measures form part of an EFF program recently agreed with the IMF.

32. Fiscal and monetary policy. To reduce public sector demands on the
economy, contain overall demand and help maintain external balance, the Government
accelerated its program of budget deficit reduction and tightened monetary policy in the latter
part of 1991. The budget deficit was reduced from 10.7 percent of GDP in 1990/91 to aprojected 7.1 percent of GDP for 1991/92; a 3.6 percentage point reduction. This reduction,
it achieved, is larger than that foreshadowed in the Government's Framework for Economic
Reform Paper and is virtually all by way of expenditure reduction. Government revenue, as
a share of GDP, is projected to remain virtually unchanged, with a reduction of over 1
percent of GDP in direct taxes being offset by a rise in customs revenue. Four expenditure
categories - civil service wages, other goods and service expenses, parastatal subsidies andcapital expenses - are each budgeted to fall by about 1 percentage point of GDP, while
interest payments will rise. This more rapid reduction of the fiscal deficit will do much to
help contain overall demand.

33. The Government has also initiated a series of measures to eliminate the
budgetary burden of the parastatal sector and to make these enterprises more efficient. The
actual losses of parastatals are projected to fall to Z$380 million for FY91/92, after having
been Z$610 million in FY90/91. NRZ's reform program has been instrumental in improving
management and reducing losses from Z$228 million in FY89/90 to Z$120 million in
FY90/91 and a projected Z$70 million in FY91/92. A start has been made on preparing
similar comprehensive reform programs for ZISCO, Air Zimbabwe, PTC, ZESA, ADA and
the agricultural marketing boards. In the mean time, to start reducing the fiscal burden of
parastatals, ZISCO's steel prices have been raised 50-90 percent, Air Zimbabwe's domestic
air fares by 20 percent and electricity tariffs by 38 percent since July. Agricultural crop
prices have been increased on a selective basis.
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34. A Task Force chaired by the Vice President, is currently examining optionsfor implementing the planned reduction in civil service employment. This Task Force isfocussing on duplication among government ministries and on rationalization of civil servicestructures. 2,800 positions have so far been identified for abolition. A minimum of 5000authorized positions will be deleted from the civil service by June 1992, with furtherreductions to be implemented over a three year period. Retention allowances equal to 20percent of salary have been introduced to retain engineering and managerial staff needed inthe civil service. Further civil service developmental measures will be introduced as theprogram proceeds.

35. After a 35 percent increase in the money supply between June 1990 and June1991 there has been a substantial tightening of monetary and credit policy during the fourthquarter of 1991 through the use of increased reserve requirements and the Reserve Bankselling off government bonds it had purchased earlier in the year. During the fourth quarterof 1991, money supply growth has been slowed to an annual rate of about 20 percent. Inresponse, interest rates have risen and have become positive in real terms for a number ofcredit categories, including consumer loans. This is important to complement fiscal deficitreduction efforts and exchange rate management in containing overall demand, reducinginflation, and maintaining a sustainable balance of payments.

36. Exchange rate and trade policy. To support demand management measures inmaintaining a reasonable balance of payments while moving ahead with trade liberalization,the Government has accelerated the real exchange rate depreciation, expanded the exportretention scheme and increased tariffs during the second half of 1991.

37. In keeping with the Government's commitment to maintain a supportiveexchange rate, the Zimbabwe dollar has been depreciated by a further 34 percent during thefirst nine months of 1991. This will provide a needed boost to export profitability anddampen import demand. Much of this change was achieved by aggressive movement betweenlate July and the end of September, in the face of a worsening balance of payments. Sincethen, the exchange rate has been held relatively constant, thereby building confidence andreducing currency speculation.

38. To further encourage exports, and to provide additional access to license-freeimports, the government increased the Export Retention Scheme (ERS) from 5-7.5 percent to15 percent of export earnings for the second half of 1991 and 25 percent from the begiof 1992. Moreover, ERS funds can be used to import any good not specified on a smallnegative list, and goods imported with ERS funds are freely transferable. Transferabilityeffectively makes ERS funds a form of OGIL, contributing significantly to the importliberalization program.

39. Government demonstrated its commitment to trade liberalization by borrowingheavily on commercial markets in order to expand the OGIL system in March and July 1991to reach 15 percent of imports at the end of 1991. It now covers some strategic materials (eg.cement), intermediate goods (eg. tyres) and finished products (eg. light bulbs). Though theoriginal target of 30 percent of imports on OGIL at the end of 1991 has not been reached, theincrease in ERS to 25 percent means that the actual access to license-free imports is greater(at 40 percent) than was originally foreseen.
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40. In line with the Government's 5-year program, the minimum import tariff was
raised to 10 percent and the manufacturers' rebate abolished in October 1991. These
measures have reduced the dispersion of customs duties and lowered protection to local
industries, thus enhancing allocative efficiency. In addition, the customs duty for all OGIL
items was raised by 10 percentage points as a temporary measure. As the vast majority of
OGIL imports previously had zero customs duty, this has made the customs duty on most
OGIL imports 20 percent. In all, these customs duty changes are expected to yield about
Z$400 million in additional government revenue during FY91/92.

41. Domestic deregulation. The marketing of some crops (yellow maize, red
sorghum and millet) was partially decontrolled in April 1990, with the Grain Marketing Board
becoming a residual buyer. Private movement of maize within contiguous and non-contiguous
communal areas has also been permitted. In line with the introduction of freer movement of
crops, the Government has relaxed the permit system for the transport of agricultural produce
during the crop season. Transport of goods in smaller trucks (ten tons and below) has been
decontrolled.

42. In order to remove impediments to the development of small-scale and
informal sector enterprises, the Government has established a commission to review the local
authority bye-laws and regulations relating to small business, shops, vendors and hawkers.

43. To expedite investment approvals, a single-window clearance agency-the
Zimbabwe Investment Center (ZIC)--was established in 1989. This has resulted in investment
applications being processed much more quickly. An amendment of the Labor Regulations
Act has been drafted for submission to Cabinet, to formalize a more transparent and quicker
mechanism for retrenching labor. Moreover, price controls are progressively being relaxed.
The requirement of Cabinet approval for price increases is now confined to nine products of
basic necessity and strategic importance. The majority of products, including all imports, are
free of price control. Furthermore, all products put on OGIL have automatically become free
of price controls, and this practice will continue as import liberalization proceeds.

44. Social Dimensions of Ad justment. The Government has prepared a white
paper outlining plans to shield poor and vulnerable groups from the negative transitional
effects of structural adjustment. The Social Development Fund (SDF), as outlined earlier, has
been established to provide financial assistance in this area and a number of additional
measures have been taken to alleviate financial stress on the poor. Communal areas have
been exempted from primary school fees, which are being introduced from the beginning of
1992 as part of efforts to increase cost recovery. The threshold below which medical care
will be provided free is being raised from Z$150 per month to Z$400 per month, to
correspond with the threshold for liability to pay income tax. Retrenched civil servants are
being paid compensation and provided with training and related assistance to help them find
employment. While the price of maize will have to be increased to reduce the losses of the
Grain Marketing Board and to raise the price paid to producers, Z$30 million has been set
aside for a food grain subsidy aimed at maintaining nutritional standards of the poor. A
review of the level and form of this subsidy will be carried out by July 1992.
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2.2 Expectations for 1992

45. Policy initiatives introduced in 1990 and 1991 provide a firm foundation for

continuing to move ahead with relatively aggressive reform on a broad front in 1992,

provided the necessary external funding is forthcoming. As a result of ongoing reforms, there

will be new investment and a larger share of resources will progressively move to productive

activities and generate more rapid growth. Reforms expected in 1992 include:

- further fiscal deficit reduction,
- increased autonomy and accountability for public enterprises,

- modest money supply growth and consistent use of financial market to finance

the government's fiscal deficit,
- further trade liberalization,
- a more supportive environment for exports,

- the full functioning of Zimbabwe Investment Centre as a one stop window for

investment sanctioning,
- simplification of regulations, especially as they effect small scale enterprises,

and
- full operation of the Social Development Fund and related social progress.

46. After falling by over 3 percentage points in the 1991/92 budget out turn, the

fiscal deficit is expected to fall by a further percentage point for 1992/93, to 6 percent of

GDP. This reduction is expected to come from there being about 5000 fewer civil servants,

real wage restraint for middle and lower levels of the civil service and a further reduction in

the subsidies provided to public enterprises (from Z$617 million in 1991/92 to Z$380 million

in 1992/93). These changes will reduce recurrent expenditure by about 2 percent of GDP and

this will be partly offset by a reduction of about 1 percent of GDP in individual and company

tax. Overall government revenue is expected to fall to about 38 percent of GDP for 1992/93

with expenditure falling to 44 percent of GDP.

47. Studies to be completed, in early 1992, on how to make major public

enterprises more efficient and how to ease their dependency on government subsidies, will

provide the basis for further moves to increase autonomy and accountability for public

enterprises. Price changes will continue to be more frequent, to reflect changing

circumstances, and public enterprises will face increasing competition. The Cotton, Dairy

and Grain Marketing Boards will all face private sector competition before the end of 1992.

So will the Cold Storage Commission. ZISCO will have six monthly price adjustments to

maintain parity with the landed cost of imports. NOCZIM will have price adjustments

reflecting changes in the landed cost of liquid fuels. AIRZIM will exercise its increased

autonomy to contain financial losses. NRZ's losses will continue to fall, as prices reflect cost

changes and operational efficiency increases. ZESA and PTC will formulate and move

forward with reform programs to improve their financial position and make reasonable

provisions for major investments in the near future.

48. The money supply will be constrained to help achieve inflation and demand

management objectives. Together with further fiscal deficit reduction and a more stable

exchange rate, this restrictive monetary policy is expected to bring inflation down below to

about 15 percent by the end of 1992. Moreover, it will support further trade liberalization,
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by maintaining a reasonable balance between the aggregate demand and supply of goods
within the economy.

49. The government's fiscal deficit will be financed by selling stock in financial
markets, not by a Reserve Bank overdraft as was the case in the middle part of 1991.
Moreover, government stock purchased by the Reserve Bank during 1991 will progressively
be refinanced with financial market sales. This will significantly tighten the money supply
and generate positive real interest rates, which in turn will help sustain the savings rate andwill reduce the need for direct controls over investment.

50. Further trade liberalization is expected to come from an expansion of theOGIL list to cover 20 percent of imports by the end of 1992 and an increase in the exportretention scheme rate to 30 percent. Together, these changes will expand the share of license-free imports to 50 percent and reduce any implicit premium on ERS money.

51. To complement the ERS and further improve the environment for exporters,the duty drawback scheme will be changed from the present consignment-based scheme to aproduct based system and capital goods will be exempted from surtax and import and salestax. This will reduce the tax on capital goods to the minimum 10 percent customs duty andensure that exporters are not disadvantaged by high cost capital goods. There will be a list ofduty drawback rates for common export products, based on the typical share of material
inputs in the output price and the duties applicable to those inputs. This will enable quickrelief from the cost increasing effects of customs duties, and will encourage greater backwardintegration of exports. Moreover, it will help small scale and indirect exporters, by notrequiring them to be direct importers of inputs in order to qualify for duty drawback.

52. Legislation to give the JC authority to sanction investments, withoutreference to related ministries, will be resubmitted to Parliament. Once this is done, the ZICwill appoint the necessary staff to process applications quickly. Investment of less than $Zim30 million (about $US6 million) we not require authorization from the Investment Center.
Nor will any investments undertaken with Export Retention Scheme funds.

53. The Committee on local government and other regulations is expected tocomplete its first reviews by June 1992, and changes will then be made to release enterprises
from unnecessary regulations. This is expected to give rise to an expansion of investment andproduction, especially from small-scale and informal sector enterprises.

54. The Social Development Fund and related programs will become fullyoperational, following the finalization of plans (see paper on the Social Programs). This willinclude:

- a continuation of the subsidy on maize meal,
- free health care for those whose income is below $Zim 400 per month,- exemption from school fees for rural areas and the poor living in urban areas,- training programs, and
- employment creation through support of micro-enterprises and public works

programs.
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2.3 Administration and Monitoring

55. An Inter-Ministerial Coordination and Monitoring Committee has beenestablished to oversee this comprehensive adjustment program. This Committee is chaired bethe Senior Secretary, Ministry of Finance Economic Planning and Development, and includesthe Reserve Bank and the Ministries of Industry and Commerce, Labor and Social Welfare,Agriculture, Mines, and Transport. It is reporting periodically on progress and recommendedadjustments 'fine-tuning' to the Senior Minister for Finance, Economic Planning andDevelopment. For example, the Committee is monitoring world market conditions, togetherwith the local supply response and social effects, and recommends adjusting the programaccordingly. The advancement of some key aspects of the program in 1991, includingexchange rate depreciation and faster fiscal deficit reduction, is an example of this.

56. An Implementation Unit, reporting to this Monitoring Committee, hasconcurrently been established under the chairmanship of a Deputy Secretary from the Ministryof Finance, Economic Planning and Development. This unit also has representatives from allthe key Ministries. It is responsible for the day to day implementation of the program. ThisUnit has, to date, had fewer resources than would be ideal and its members have continued tocarry multiple responsibilities. However, as outlined in section 3.3 below, a large amount oftechnical assistance has recently been arranged with UNDP support. This will do much toaugment the internal government resources available to the Implementation Unit. In addition,the leadership of this Unit will be freed from other responsibilities so they can focus moreexclusively on this program and make full use of the technical assistance that is beingprovided.

57. Improved monitoring capacity is being established in conjunction with theNational Planning Agency and the Central Statistical Office. This initiative is designed toaugment ongoing economic and social statistical information to ensure that sufficient timelyinformation is available to policy makers and program managers. This is being undertakenwith technical support from the World Bank and covers basic economic statistic, such asprices and production, and social aspects, such as nutritional standards and education.

58. A comprehensive review of program will be undertaken during 1993 to assessoverall progress. This review will be undertaken with assistance from the World bank, theAfrican Development Bank and the IMF. It will revisit all major components of the programand explore options for speeding up the final years of the program.

2.4 Risk

59. Full implementation of the Government's five-year reform program wouldremove the main impediments for sustained growth in Zimbabwe, help generate employmentopportunities and expand foreign exchange earnings. However, as with any structural
adjustment program, there are risks that the planned policy measures will not be implementedin full and on schedule, because of political and economic developments. First of all, thegradualism of this program opens up the possibility that public confidence in the programcould dissipate, if benefits aren't visible quickly enough. This risk would be amplified if thereform program is not well coordinated. It is imperative that the trade and regulatory policyreforms that are needs to generate a supply response are not delayed. Admittedly,
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Zimbabwe's capacity to implement and monitor such a comprehensive structural adjustmentprogram is limited, but a large amount of technical assistance has already been organized todeal with this need.

60. The second set of factors which could jeopardize the successful execution ofthe program relate to potential opposition by domestic groups who are accustomed toeconomic intervention and protection, and receive significant benefits as a result of it.Whereas this constitutes a real risk, it should be assessed against the Government's strongcommitment to the program. This program is based on extensive internal debate and arealization that economic and political realities require that the existing system of economicmanagement in Zimbabwe be changed. As for the loss of protection for domestic industryand the transitional costs for the vulnerable groups in Zimbabwe, the program containsimportant safeguards in terms of its gradualism, and therefore the period available foradjustment, as well as its extensive measures to alleviate the impact of the reforms on thepoor. Moreover, the implementation of the initial measures of the program, particularlyexchange rate devaluation, suggests that structural changes in Zimbabwe are irreversible.

61. Third, exogenous factors may make it difficult to implement the adjustmentprogram as it is planned. Weather conditions will continue to have an important influence onfood supply and export earnings. The political outlook for Southern Africa is still uncertain;developments in Mozambique and South Africa, in particular, will affect Zimbabwe'seconomic future. However, sensitivity analyses indicates that the economy would be able towithstand a number of modest exogenous shocks, including adverse petroleum and exportprice changes and poor agricultural growth, without having to significantly curtail imports,and thus constrain growth.

62. The relative resilience of the Zimbabwean economy and the fact that it is notsuffering from a deep financial crisis and is not carry an unmanageable external debt burdenalso helps reduce the risks associated with this reform program. Zimbabwe still has room formanoeuvre in times of economic downturn. As stressed in the following section though,additional external finance will be needed to implement the adjustment program fully.

3. IMPLICATIONS OF REFORM

3.1 Macroeconomic Prosects

63. Assuming the Government continues with its planned reforms, Zimbabwe'sGDP growth rate should rise from an average of 3 percent during the 1980s to a sustainable 5percent per annum by 1995 (see table 5). This is the Government's target. Investment shouldrise from less than 20 percent to about 25 percent of GDP, to underpin additional growth andemployment creation. Moreover, all this increase will be in private sector investment.Improved efficiency, arising from increased competition and modernization, will alsocontribute to higher growth. The consumption per capita growth rate would rise from about 1percent per annum in the early 1990s to 2.4 percent per annum by the mid 1990s.Manufacturing would expand as a share of GDP, while the share of agriculture would fall.The fastest growing sectors of the economy would be manufactured exports, other non-traditional exports (such as Horticulture), and small-scale and informal sector activities. This
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would help generate employment opportunities and expand foreign exchange earnings, two of
the major challenges facing Zimbabwe.

Table 5: SUJ4ARY OF ALTERNATIVE SCENARIOS
(% in real term per annum)

With Structural Without Further
Adjustment Structura AdjustmentKey indicators 1990 1993 1995 1993 1995

GDP growth 2.1 4.5 5.0 3.0 3.0

Consumption per capita growth 1.2 0.3 1.1 -1.3 -0.6

Gross domestic investment/GDP 21.0 25.5 25.5 23.5 23.1

Private investment/GDP 10.7 16.0 16.4 14.0 14.0

National savings/GDP 16.4 16.1 22.1 18.4 22.6

Central Goverrwnent deficit/GDP 1/ 10.7 6.0 4.0 8.6 8.2

Export Growth 0.8 11.5 7.2 4.8 3.9

Import/GDP 32.1 57.1 56.8 46.7 46.7

Current account deficit/GDP 4.7 9.5 3.4 5.1 0.5

DOD/GDP 46.0 90.8 84.0 76.2 68.3
Debt Service/XGS 21.8 24.8 20.8 27.6 23.9

1/ Excluding grants

Note: Figures in parentheses reflect the possible effects of an exogenous shock as outlined in paragraph 37.

64. Imports and exports would both expand more rapidly than GDP. Imports are
estimated to have grow by 24 percent in real terms in 1991 (see table 6 and Annex I/1). This
rate of increase cannot does not need to be continued, as it has involved very large increases
in capital good imports, linked with externally financed lines of credit, and large imports of
materials placed on OGIL. The projected rate of import growth for 1992, 1993 and 1994 is 3
percent 6 percent and 4 percent respectively. The rapid early expansion of imports and the
large temporary balance of payments deficit reflects the planned relaxation of import controls
to provide access to capital goods and materials required to increase investment. As the
reform program and its improved export provisions takes effect, export growth will increase.
Current estimates indicate that it would exceed import growth from 1993 onwards, thus
leading to a decline in the current account deficit of the balance of payments, after reaching
11.8 of GDP in 1992. The current account deficit is currently projected to fall back to 9.5
percent in 1993 and 6.2 percent of GDP in 1994.

65. External debt is projected to increase to 87 percent of GDP by 1993, but then
fall steadily to about 60 percent late in the 1990s. Debt service will rise sharply to 30
percent of exports of goods and services in 1992, due to the repayment of much of the short
term borrowing undertaken in 1991 to support trade liberalization, but then fall back to 26
percent in 1993 and the low 20s from 1994 onwards, reaching 15 percent by the end of the
decade.
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66. Inflation is projected to fall from 25 percent in 1991 to less than 20 percentfor 1992, as a result of tighter monetary policy and a large reduction is the fiscal deficit. Itwill be about 15 percent by the end of 1992 and continue to fall until single digit inflation isreached by the end of 1994. This will increase business confidence and help maintainZimbabwe's competitiveness.

Table 6. ZIM8ABWE : BALANCE OF PAYMENTS
(USS millions at current prices)

Historical Projected............................ 9 99....................2.....................................
198S 1987 1988 1989 1990 1991 1992 1993 1994 1995

1. Current Account: -153 -1 78 -75 -292 -670 -584 -478 -321 -209
Merchandise Imports 922 1073 1157 1323 1512 1879 1973 2180 2361 2558Consumption 125 114 120 150 165 179 191 213 231 257

Investment 274 395 450 509 540 711 757 836 898 25Intermediate Goods 326 434 481 522 569 780 815 896 970 1047Petroleum 197 130 106 142 238 208 210 234 262 289Merchandise Exports 1124 1455 1669 1680 1717 1787 197 2258 2586 2882Agriculture 337 408 438 438 566 645 748 814 901 978Mining 257 427 501 434 420 405 431 487 552 641manufacturing 298 365 437 500 410 383 423 503 576 657Other 232 255 292 309 322 354 364 454 556 606
Trade Balance 202 382 512 357 205 -92 -7 79 225 324
Net Nonfactor Services 185 159 199 216 233 272 248 227 206 202Payments 289 309 380 421 478 517 526 5 565 604Receipts 105 151 181 205 245 245 277 317 358 402

Resource Balance 18 223 313 141 -28 -364 -255 -148 19 122
Net Factor Payments 126 213 229 214 262 302 326 328 337 328Payments 189 259 267 271 303 341 374 391 407 408Interest 161 158 162 156 187 211 262 270 270 259Profits & other 28 101 105 115 116 130 112 121 137 149Receipts 63 46 38 57 42 38 47 64 69 8

Current Transfers -45 -11 -6 -2 -2 -3 -2 -3 -3 -3
2. Capital Account: 191 124 99 164 304 784 612 411 311 272Xzz=zznsz=Xzz

Grants 55 80 66 78 108 141 180 180 180 150Foreign Investment 3 -24 4 -10 -12 21 23 23 27 28Net LT Capital Inflow 1/ 79 -11 36 55 118 605 409 207 104 94
Short-term Capital 54 79 -8 41 90 17 0 0 0 0

3. Overall Balance 39 123 177 89 12 114 28 -68 -10 63azzaama=223 
8-uzz1

3. Financing:

Change in Reserves -107 -201 -69 -126 -63Net Use of Fund Resources " - - . -- - - -7 173 136 136 0Purchases -- - - - - - - -. 0 173 136 136 0Repurchases - - - - - - - 7 0 0 0 0
Memo Items:
Long Term External Debt 2600 3205 3598 3788 3875 3952Gross domestic product 4527 5582 6108 6183 6199 5754 4933 5012 5200 5695
Exch. Rate [ZimS/USS1 1.61 1.66 1.80 2.11 2.45 3.44 4 5 12 2 5695

1/ Net borrowing for longer than one year.

67. It is anticipated that there will be openings for about 100,000 new entrantsinto formal sector employment per annum, over the remaining four years of the adjustment
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program. About 40 percent of these openings are projected to arise from employmentexpansion and 60 percent from vacancies arising from present incumbents leaving formalemployment. Since there will be a little over 200,000 new entrants to the workforce eachyear, the informal sector, including communal agriculture, will need to absorb about 100,000new workers per year, if the number of unemployed is not to increase. This should bepossible since deregulation is expected to have a very positive effect on investment andemployment creation by micro- and small scale enterprises. However, this is heavily
dependent the creation of an enabling environment for these enterprises and will not beachieved easily. In any case the current high rate of unemployment will only declinegradually. Structural adjustment will avoid the current bad unemployment situation fromdeteriorating further, but it will not lead to a quick solution.

68. In the absence of policy reform, there would be little increase in investmentand, most importantly, its efficiency, resulting in lower GDP growth. Consumption percapita would increase by 1 percent per annum or less for the rest of the 1990s. Employmentopportunities would continue to be limited and the unemployment rate would continue to rise.The capacity for maintaining social advancements would be constrained. There would belittle change in the composition of GDP, as manufacturing growth would fall back to near thatfor GDP as a whole. Exports and imports would also both grow at about the rate of GDP.The balance of payments deficit would have to fall sharply to about 5 percent of GDP in1992, due to the country's limited borrowing capacity.

3.2 External Financing Requirements

69. Additional external finance will be needed during the implementation of thereform program, in order for investment to be increased without an unacceptable transientdecline in consumption and living standards. This is particularly so as investment is heavilyimport intensive and Zimbabwe's current account deficit already amounted to US$292 million,or 4.7 percent of GDP, in 1990, and is projected to reach US$670 million (11.6 percent ofGDP) for 1991.

70. The balance of payments projections outlined in the previous section, coupledwith the need to rebuild the country's foreign exchange reserves, indicate that US$3.7 billionwill be needed in foreign capital inflow between 1992 and 1995 to support Zimbabwe'sstructural adjustment. About US$2.6 billion of this will be needed to service debt, includingthe short term borrowing undertaken during 1991 to support the early stages of tradeliberalization (see table 7).
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Table 7. EXTERNAL FINANCING REQUIREMENTS
(Millions USS)

............................................................................

........................... 1992 1993 1994 1995 1992-95
.......................................................

REQUIREMENTS:
Current Account Balance -584 -478 -321 -209

Resource Balance -5 8 -3--1593Reo.Jc alne-255 -148 19 122 -262Net Factor Payments -326 -328 -337 -328 -13Interest -262 -270 -270 -259 -1061
Current Transfers -2 -3 .3 .3 -10

Amortization -3- 3-10Amriain430 410 437 462 1740Change in Reserves 201 69 126 634
Foreign investment 23 23 27 28

TOTAL FINANCING REQUIRED 1193 934 858 706 3690
Disbursement on Commitments made before

the nd of 1991 300 167 89 54 610IBRO 40 41 37 28 6147
Other Multilateral 139 80 35 17 147
Bilateral 80 3 7271Silaerl67 35 16 8125Comercial Banks (incl. IFC) 54 11 1 66

ADDITIONAL FINANCING REQUIRED 893 767 769 652 3080
Tentative Financing Plan Disbursments

Grants 180 180 180 150 690
Disbursment on New Loans 713 587 589 502 2390

Gov't Guaranteed: 668 537 559 432 2195
IMF 173 136 136 0 446IDA 50 3 12 24 90I BRD 146 99 106 ill 462(Fast disbursing) 125 65 65 65 320
Other Multilateral 190 108 123 78 49
Bilateral 51 74 89 91 306
Commercial Banks (Onc. IFC) 57 117 92 127 393Private Non Guar. LT 45 50 30 70 195

Memorandum Item:
Total Fast Disbursing 474 286 231 246 1236o.w. Multilateral 335 125 125 65 650

71. About US$600 million of the US$3.7 billion is already provided for by
disbursements out of existing loan commitments, leaving US$3.1 billion to be met by grantsand disbursements out of new loan commitments. This will require support from a widerange of multilateral, bilateral and commercial sources of finance. Moreover, it will require
that a substantial share of the finance be in the form of grants and long-term loans, to avoidexcessive debt service payments as a share of the exports of goods and services. A plan formeeting these needs is outlined in section 4.3 below.

4. EXTERNAL ASSISTANCE

4.1 Aid Coordination

72. A Donor's Consultative Meeting was held in Paris in March 1991 to presentthe Government's Adjustment Program to the donor community and elicit their response. Theprogram was warmly received and initial indications of substantial amounts of foreign supportfor the program were indicated. Some of this support was committed and began being
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disbursed towards the end of 1991. However, most of the large amounts of financialassistance indicated at the last Paris meeting have only recently begun to be disbursed. Theseinclude Structural Adjustment loans from the World Bank and the African Development Bank.
73. Traditionally, a large share of donor assistance to Zimbabwe has been linkedwith designated projects, or tied to a particular source of imports. Such financial assistance isof limited value in supporting the transition to a more open and competitive economy.During 1991 this began to change. An increasing share of donor support has been untied andwill be financing the balance of payments.

74. Aid coordination in Zimbabwe has been quite extensive but informal to date.Most projects have been financed by a group of supporters. It was decided at the 1991 ParisMeeting to form a Consultative Group for Zimbabwe. In the lead up to this first ConsultativeGroup Meeting Bank and IMF staff have been working closely with the Government toprovide technical assistance. The Zimbabwean authorities and the IMF have agreed on astabilization program whose objectives for demand management and monetary policycomplement structural reforms. This agreement between the Government of Zimbabwe is inthe form of an Extend Fund Facility (EFF), but will be largely converted into an EnhancedStructural Adjustment Facility (ESAF) should Zimbabwe be declared eligible for suchfinancing.

4.2 Financial Assistance

75. A tentative financing plan to provide Zimbabwe with the needed US$1.2billion in 1992 and US$3.7 billion over the four years, 1992 to 1995 inclusive, is indicated inTable 7. Although there will be a large transfer of resources from the multilateral agencies,this alone will not be enough to fully fund Zimbabwe's structural adjustment. Largecontributions are also needed from bilateral donors and commercial banks. This financingplan calls for about US$180 in grants that directly ,or indirectly, support the balance ofpayments each year from 1992 to 1994, and US$150 in 1995. This does not include technicalassistance where the funds are paid to foreign consultants, or where the assistance is is theform of goods. This US$180 million represents about a 70 percent increase from the actuallevel achieved in 1990 and a 35 percent increase over what was achieved in 1991. Thesegrants would have to come from a combination of bilateral and EEC sources. On top of thesegrants, the suggested plan calls for US$300, aboult US$60 per annum, in new bilateral loandisbursements. When combined with disbursments on existing bilateral loans, this impliesabout US$110 in bilateral loan disbursments each year. To complete the financing stillrequires over US$450 from the IMF and about US$600 from commercial sources.
76. The peak financial need occurs in 1992 and fortunately does not require alarge contribution from commercial sources. It still requires an increase in grants supporting
the balance of payments, but needed loan funds are largely being provided for by the firstyear's disbursement of an IMF facility, together with large fast disbursing loans from theWorld Bank and the African Development Bank. Together, these three sources are expectedto provide US$510 million in 1992. As US$300 is expected from the disbursement ofprevious commitments, this leaves about US$400 of what is needed in 1992 to be come fromgrants and disbursments of other new loans. This needs to be largely supplied by the donor
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community. In 1992, the suggested financing plan calls for about US$300 from the donors,US$180 in new grants and $US120 in loan disbursments.

77. The Bank Group plans to lend considerably more to Zimbabwe over thecoming few years than was the case during the 1980s. Since fiscal year 1981, the Bank haslent US$704 million for 20 projects in Zimbabwe. These projects supported the industrialsector, energy development, transport, urban development, forestry, agriculture, familyplanning and basic health services. In fiscal year 1991, two loans were approved--US$38.6million for Railways II and US$25 million for Family Health II. In fiscal year 1992, theBank plans to present for Board approval loans for Structural Adjustment, UrbanTransportation, and Power Distribution.

78. The projected 1991/92 lending of US$265 million (including IDA) and the1992-93 lending level of $267 million constitutes a substantial increase from recent lendinglevels. As the Government implements the structural adjustment program, lending is expectedto be around $150 million per year. This would provide significant net flows of around $75million per annum over the next five years. Under this scenario, IBRD debt service wouldstay around 3 percent of exports throughout the decade, while IBRD share of total debtoutstanding and disbursement would rise to about 20 percent.

79. IFC is an increasingly important and recognized investor/lender in Zimbabwe.Its first operation in Zimbabwe was a US$23 million loan for the Wankie Colliery CompanyLtd. in 1981. IFC has subsequently approved 12 operations in Zimbabwe, through which ithas lent or invested US$198 million directly. These operations have been in the followingareas: lines of credit to the banking system; investment in financial institutions; poultryproduction; hotel development; blanket and textile production; and a petroleum pipeline.Zimbabwe is a signatory to the protocol establishing MIGA, but there have been no MIGAsupported foreign investment operations in Zimbabwe to date.

4.3 Technical Assistance

80. To provide needed technical support, the UNDP has provided funds forassistance to the overall program and to selected key sub- parts. In addition, government hascontinued to employ consultants to provide advise on specific issues and bilateral donors havecontinued to provide technical assistance.

81. The UNDP, World Bank and AfDB, all provided technical support on thedesign and operation of the Social Development. UNDP funded analyses of options forimproving the performance of major public enterprises is also well advanced. This analysis isbeing undertaken by a consortium of local accounting firms. Arrangements for the large teamof international experts to provide UNDP funded technical support to the Implementation Unit(see section 2.3) have recently been finalized and -- , the selected firm, have begun this work.This technical assistance covers fiscal management, trade liberalization, financial sectorpolicy, statistical capacity, and small scale enterprises. Moreover, it contains provision forshort term consultants an additional areas of concern as they emerge.

82. As mentioned in section 2.3, the World bank, the African Development Bankand the IMF will all provide assistance with the major progress review that is scheduled for
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1993. This review will revisit all major components of the program and explore options for
speeding up the final years of the program.

5. CONCLUSION

83. Zimbabwe's structural adjustment program has been well designed to address
the country's impediments to growth, and a sound beginning has been made with
implementation. Several key aspects of the program are ahead of the original schedule, due
to adjustments made is response to stabilization difficulties that emerged during 1991. Nowthe twin challenge is to see that (i) the necessary funds are available so implementation can
continue on schedule, and (ii) implementation is well coordinated and includes sufficient earlyaction to generate the supply response needed to make the program sustainable.
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ANNEX 1/1

ZIMBABWE: KEY MACROECONOIIC INDICATORS

Historical Projected
Key Indicators 1989 1990 1991 1992 1993 1994 1995 1997 2000

GDP Growth Rate 5.6 2.1 3.5 4.0 4.5 5.0 5.0 5.5 5.5GDP Per Capita Growth Rate 2.6 -0.7 0.8 1.3 1.9 2.4 2.4 2.9 2.9
Consumption per capita gth rate -- -- .. 1.4 0.2 0.5 0.9 3.2 3.1
Total DOD (in USS) .. 2848.5 3463.2 4029.1 4355.7 4579.1 4655.8 4895.0 4996.4Debt 46.0 60.2 81.7 86.9 88.1 81.7 73.6 56.1Debt Service (in USS) .. 437.7 481.9 692.0 680.2 707.3 721.3 678.3 845.5Debt Service/XGS .. 21.8 23.3 30.2 25.8 23.5 21.4 16.3 14.9Debt Service/GP.. 7.1 8.4 14.0 13.6 13.6 12.7 10.2 9.5
Gross Investment/GDP 19.7 21.0 24.8 25.5 25.5 25.3 25.5 25.5 25.5Private Investment/GOP 9.3 10.7 14.5 15.4 16.0 16.2 16.4 16.4 16.4
Public Investment/GDP 10.5 10.3 10.3 10.1 9.5 9.1 9.1 9.1 9.1

Budgetary Investment/GDP 5.1 4.9 5.1 5.1 4.8 4.7 4.7 4.7 4.7Public Enterprise Investment/GDP 5.4 5.5 5.2 5.0 4.7 4.4 4.4 4.4 4.4Implied Total ICOR 4.6 6.0 6.2 5.7 5.1 5.1 4.9 4.6Capital good inports/Investment 41.7 41.5 49.8 60.2 65.4 68.3 66.4 69.4 70.1
National Savings/GDP 18.5 16.3 13.2 13.7 16.0 19.1 21.8 23.1 24.3Private Savings/GDP 17.5 15.9 11.3 11.2 13.0 15.3 17.1 17.7 18.5
Public Savings/GDP 1.0 0.4 1.9 2.4 3.0 3.8 4.7 5.4 5.8
Foreign Savings/GDP 1.2 4.7 11.6 11.8 9.5 6.2 3.7 2.4 1.2
Cent. Govt Revenues/GDP 37.4 40.1 40.4 39.7 38.8 38.4 37.5 36.9 36.2Cent. Govt Expend itures/GDP 46.1 49.1 47.3 44.4 42.2 40.7 38.9 37.8 37.0Cent. Govt Savings/GOP -1.0 -2.1 0.4 0.9 2.0 2.9 3.8 4.0 4.6CG Primary Def.(+) or Sur.(-)/GDP 2.1 2.2 0.4 -2.6 -2.5 -2.6 -2.5 -2.4 -1.9
CG Def.(+) or Surplus (-) /GDP 8.7 9.1 6.9 4.7 3.3 2.3 1.4 1.0 0.7
CG Def.(ExcLuding grants)/GDP 9.9 10.6 8.5 6.7 5.3 4.2 3. 2. 1.8
Inflation (% Change in CPI) 10.3 13.6 23.5 20.0 15.0 10.0 8.0 5.0 5.0Exchange Rate (ZIMS/USS) 2.113 2.448 3.445 ..

(Real Index (1987=1)] 0.92 0.87 0.74 0.60 0.57 0.55 0.54 0.53 0.53Tr of Trade (987).. .. 1.14 1.15 1.13 1.12 1.11 1.07 1.01
Real Merchandise Export Growth Rate 1.3 0.8 0.5 2.9 11.9 10.5 7.1 6.2 6.1Real Merchandise Import Growth Rate 16.5 12.6 23.6 2.8 5.8 4.2 4.1 6.7 6.4Exports(GNFS)/GDP 30.5 31.7 35.3 45.5 51.4 56.6 57.7 61.1 62.3
Imports(GNFS)/GDP 28.2 32.1 41.6 50.7 54.3 56.3 55.5 58.2 59.3
Net Factor Payments/GDP 3.5 4.2 5.3 6.6 6.5 6.5 5.8 5.2 4.1Current Account Deficit/GDP 1.2 4.7 11.6 11.8 9.5 6.2 3.7 2.4 1.2Current Account DefIcit+ Grants/GDP -0.0 3.0 9.2 8.2 6.0 2.7 1.0 0.6 -0.2
Current Account Deficit (in USS) 75.0 292.2 669.7 584.2 478.4 321.3 209.0 159.7 103.7
Gross Reserves (in USS) 186.6 228.8 342.6 544.1 612.6 738.7 801.4 1042.8 1300.2
............................................................................................
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ZIMBABWE: POLICY MATRIX ANNEX If

Overall Adiustment Program Actions Already Taken Expected Durine 1992

Fiscal Polici

Reduction of the budget deficit (excluding grants) Reduced deficit from 10.7 percent of GDP in Implementation of FY91/92 budget in line withto 4 percent of GDP by FY94/95, by reducing FY90/91 to a projected 7.1 percent of GDP targets. Reduce budget deficit as a shar ofrecurrent expenditure by about 9.7 percentage for FY91/92. GDP by a further I percentage point for FY92/93.
points of GDP, and the total government revenue
to GDP ratio by about 3 percentage points.

Improve collection of cost recovery in health and Commitment to selectively increase cost Selectively introduce primary school fees andexpand cost recovery in education. recovery in education, improve the collection of health fees within

existing provisions.

Monetary Policy

Maintain conservative monitoring policy and Increased interest rates. Modest money growth in line with targetsmoney growth to reduce inflation and Reduced mney growth towards the end of 199 1. outline in the Program agreed with the IMF.support balanced of payment objectives. Reserve Bank stopped buying government stocks Increased market determination of interest rates.Phase out interest rate and credit controls. and began selling their holdings on the open market.

Porastatal Reforms

Reduce the burden of parastatals on the Increase in domestic prices of ZISCO to import Announcement of free movements of 10 bags orgovernment budget by virtually removing parity levels, less of maize from/to any area.
subsidies by 1994/95.

Grant Air Zimbabwe autonomy to set domestic
fares. Announcements of further autonomy to the Cotton

Marketing Board and the Cold Storage
Increase in ZESA average power tariff to 38 Commission.
percent above its June 1991 level.

Finalize reform programs for all majorPrice policy in NOCZIM allows for periodic parastatals (ZESA, PTC, AMA, ZISCO), similar toadjustment in order to meet full cost recovery. that being implemented for NRZ, and proceed
with implementation.



Overall Adiustment Program Actions Already Taken Exnected During 1992

Free movements of maize between region IV and Begin implementation of: (a) separation of commercial
V and between contiguous and non-contiguous and social roles of the GMB; (b) elimination of pan-
communal areas. territorial and pan-seasonal prices; (c) removing crop

marketing restrictions to allow the private sector to
market maize and other agricultural products.

Greater autonomy for the Cotton Marketing Creation of a Public Enterprise Unit to overseeBoard. P.E. operations.

Reform operating environment of public General statement of policy released. Legal Automatic increases in tariffs to cover costsenterprises to improve efficiency by concurrently changes being prepared. for PTC, ZESA, NOCZIM, NRZ, ZISCO and AirZim.
increasing autonomy and responsibility.

Rationalization, including closure, of some mining
public enterprises.

Civil Service Reforms

Reduce the civil service (excluding education) by Committee chaired by the Vice-President is Reduction in civil service positions (5,000 by25 percent and restrain wages to reduce the civil currently examining overlapping of positions and June 1992).
service wage bill from 16.8 percent of GDP in exploring options for eliminating such
FY90/91 to 13 percent by FY94/95. overlappings. Over 2,800 positions have already Finalize and implement plans to increase

been identified for abolition compensation to strategic and higher level
civil servants while restraining civil
service wage increases as a whole.Public Investment

Implement a public sector investment program Improved criteria for public investment appraisal Agreement between Bank and Government on(PSIP) in line with overall fiscal targets and and monitoring. PSIP for FY9I/92.
supporting the structural adjustment program.

Closer coordination of investment planning with Agreement on PSIP for FY92/93.overall fiscal planning.
Trade Poliy

liberalize trade by eliminating the foreign Unrestricted OGIL items represent about 15% of Increase OGIL to 20 percent of imports by the endexchange allocation system (by way of an imports. of 1992 and expand the ERS to 30 percent for theexpanding OGIL and ERS), rationalizing 
second half of 199.customs duties to the range of 10-30 Established an ERS whereby exporters retain Improve duty drawback provisions for exporters.percent and removing the import surtax. 25 percent of their export earnings and can Reduce taxes on capital goods to 10 percent.

use these funds to import a wide range of goods. Reduce the maximum surtax on imports from 20 percent
to 15 percent in the FY92/93 budget.



Overall Adiustment Program Actions Already Taken Exted Duvin 1992

Increased the minimum tariff to 10 percent
and removed the manufacturer's rebate.

Continue to manage the exchange rate to Real depreciation of Z$ over 30 percent Maintain a stable real exchange rate.support trade liberalization and the during January-September, 1991 (over 50resource shift in favor of exports. percent during the past 3 years).

Domestic Deregulation

Streamline and then progressively remove Established the Zimbabwe Investment Center Provide ZIC with necessary authority to operateinvestment sanctioning. (ZIC). as one-stop office.

Remove price controls on all but a few basic Lifted the price freeze. Remove price controls as and when goods arefoodstuffs.-Re vepiecnrs sndwegosar
placed on OGIL.Only 9 items require Cabinet approval

for price changes.

Relax labor regulations and wage controls. Retrenchment procedures streamlined. Modify Labor Act to provide employers with
authority to retrench workers if explicitCollective bargaining introduced for all but compensation provisions are met.domestic and farm workers.

Relax transport regulations. Transport regulations relaxed for light-weight Elimination of the multiple permit system fortrucks. trucking operations.

Measure to Protect the Poor

Shield the poor by ensuring continued access to White Paper outlining social action programs Implement the social program outlined in the
basic foodstuffs and social services, and provide to be financed from the social development fund. Goverment's White Paper, including continued
re-training for the retrenched. 

maize meal subsidy, re-training, jobs creation,
Ss a aand exemption from health and school fes

for the poor.



Overall AdJustment Program Actions Already Taken Expected During 1992

Implementation and Monitoring

Coordinate implementation and monitor efforts. Established an inter-ministerial monitoring and Exempt rural areas and urban poor from primary
implementation units. school fees.

Arranged for technical assistance to support Raise the income level below which health carethe implementation unit. will be free from $Z150 per month to $Z400
per month.

Full staffing of the implementation unit.

Full operation of the technical assistance program.



ANNEX II

ZIMBABWE - STRUCTURAL ADJUSTMENT PROGRAMME

LETTER OF DEVELOPMENT POLICY

Mr. Edward V.K. Jaycox
Vice President Africa Region
The World Bank
1818 'H' Street, N.W.
Washington, D.C. 20433

Dear Mr. Jaycox:

1. The purpose of this letter is to inform you of the progress
made so far in implementing the Government's structural adjustment
programme and to outline the additional measures we will take during the
initial years of the programme to strengthen and deepen the adjustment
process.

2. The aim of the Zimbabwean Government in undertaking structural
adjustment is to achieve and sustain higher economic growth and to reduce
poverty and unemployment. After analyzing Zimbabwe's economic performance,
we have concluded that comprehensive policy reform is required to generate
a recovery in private sector investment, and to increase economic
efficiency. We recognise that only with a more rapidly growing economy can
we effectively build upon the social gains achieved during the first decade
of Independence and fulfill the aspirations of Zimbabweans for gainful
employment and rising living standards. Moreover, this structural
adjustment programme has resulted from the convictions of the Zimbabwean
authorities and enjoys the broad support of our people.

3. As you know, the central components of Zimbabwe's adjustment
programme over the 1991-95 period are (a) improvement in public finance;
(b) trade liberalization; (c) domestic deregulation; (d) supporting
sectoral initiatives; and (e) measures to alleviate the negative impact of
the reforms on vulnerable groups. It includes stabilization measures
agreed upon with the International Monetary Fund. This comprehensive
programme is described in "A Framework for Economic Reform (1991-95)" and
was very well received by the Donor's Consultation Meeting in Paris, March
27-28, 1991. The initial financial support indicated by donors for the
early years of the programme, if realized, provides a sound basis for our
continuing the programme as planned. Structural Adjustment Loans from the
World Bank and the African Development Bank are expected to provide part of
the financing needed for this programme. Additional financing is expected
from the IMF, bilateral and commercial sources.



A. PUBLIC FINANCE AND MONETARY POLICY

(i) Central Government Budget

4. To make macroeconomic management sustainable and consistent
with trade liberalization, to increase business confidence, and to support
a rise in private investment, Government is committed to reduce the overall
budget deficit from 10.6 percent of the GDP (Z$1828.5 million excluding
official grants) in 1990/91, to 5 percent in 1994/95. In the Framework for
Economic Reform, it is indicated that we intend to achieve this by reducing
the fiscal deficit to GDP ratio by 2 percent in 1991/92 and by 1 percent
per annum thereafter. The 1991/92 Budget more than meets this target, by
reducing the deficit to 8.3 percent of GDP. Adjustments made since the
budget was presented in July will tighten overall demand further, by
reducing the budget deficit for 1991/92 to an estimated 7.2 percent of GDP.
This means a 3.4 percentage point reduction for 1991/92. This additional
reduction in the budget deficit by about 1 percent of GDP will be achieved
mainly through an increase in customs tax revenue arising from the exchange
rate depreciation and additional taxes/tariffs on imports.

5. Given the existing heavy tax burden (34 percent of GDP),
deficit reduction will be achieved mainly through a reduction of recurrent
expenditure which will inevitably take a number of years. At present, 36
percent of government expenditure is civil service salaries and wages, 15
percent is interest payments, and nearly 6 percent is subsidies to public
enterprises. Most of the needed expenditure reduction will come from
subsidies to public enterprises and non-education civil service outlays.

6. We expect to gradually raise additional resources from
charging higher school fees, based on ability to pay, and from improved
enforcement of health charges, but these together will only yield about 0.5
percent of GDP by FY 1994/95. In addition, customs revenue is projected to
initially rise to over 8 percent of GDP, as imports increase and the
exchange rate depreciates. However, as taxes on imports are rationalised
over the five year period, customs revenue is projected to fall back to
about 7 percent of GDP.

7. Government is strongly committed to protect education and
health programmes during the structural adjustment programme, as we
recognise that people are our most valuable resource. To maintain
education services, the Government will maintain real per capita
expenditure on education at about its present level. This means increasing
education expenditures in real terms, but at a somewhat slower rate than
GDP growth. Meanwhile, expenditures will be rationalised to provide a more
equal share to schools in needy areas. To provide for a continued
expansion of health services, health expenditure will remain at about 2.7
percent of the GDP. This involves a small rise from the 2.5 percent of GDP
in the 1991/92 budget.

8. To achieve the projected reduction in the fiscal deficit for
1991/92, recurrent expenditures have been reduced by 1.5 percent of GDP.
Although subsidies are still high, because of the need to provide for
write-offs in respect of past losses of public enterprises, these have been
reduced by one percentage point of GDP. The rest of the relative reduction
in recurrent expenditures has been achieved by keeping down the total
public service wage bill and expenditures in goods and services. Capital
expenditures were carefully streamlined in the case of new projects, to
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make room only for those which promote infrastructure necessary to support
the Structural Adjustment Programme.

9. The budget includes some cuts in taxation to become effective
on April 1, 1992. No income tax will be levied on incomes of Z$ 400 per
month or lower and there will be an overall tax reduction for all
categories of incomes. Corporate taxation will be reduced from 45 percent
to 42.5 percent. A selective tax relief of 22.5 percentage points of
company tax, particularly for new small and medium scale manufacturing
operations generating substantial employment, has been approved.

(ii) Public Enterprise Reform

10. The central role of public enterprises (PEs) in providing
needed services make their efficient operation essential for private sector
enterprises to be domestically and internationally competitive. The burden
of the PEs on public finances must be greatly reduced for the overall
fiscal targets mentioned above to be met. In some cases the monopoly
position of the PEs is limiting the potential for the private sector to
contribute to economic activity in the sectors concerned. In recognition
of these facts, the Government has begun a far-reaching programme of PE
reform to virtually eliminate the burden of the PEs on public finances by
1994/95, to improve their economic efficiency and to encourage the
development of private sector activity. This programme of reform embraces:
the overall policy, institutional and legal environment within which PEs
operate, pricing and marketing reforms, detailed enterprise specific
programmes and a system for ongoing PE monitoring.

11. Direct subsidies and transfers will be reduced over the five-
year period from their 1990/91 level of Z$640 million to about Z$40 million
by 1994/95. We started clearing the subsidy backlog in the 1990/91 fiscal
year and in the 1991/92 budget we cleared all PE losses up to June 30, 1991
(with the exception of the Zimbabwean Iron and Steel Co. -- ZISCO).
Government has set target ceilings for PE losses for the period to 1994.
Measures will be taken to ensure that the PEs are able to keep their losses
within these targets. The recent financial performance of the major loss-
making PEs, with the subsidies provided and the targeted loss ceilings for
1991/92, are as follows:

Tabte 1: Zimbabwe: Parastatal Losses and Subsidies,
1989/90-1991/92

1989/90 1990/91 1991/92

Cum. Cum. Cu.Enterprise Loss Subsidy Loss Loss Subsidy Loss Loss Subsidy Loss
NRZ 228.3 100.0 311.7 120.0 255.0 176.7 70.0 176.7 70.0ZESA 1.7 0.0 1.7 65.0 0.0 66.7 22.0 0.0 88.7GKB 66.8 49.4 46.8 133.0 100.0 79.9 30.0 80.0 30.0CSC 49.2 30.6 67.3 45.0 30.0 82.3 55.0 82.3 55.0DNB 59.0 56.1 86.7 54.0 60.0 80.7 20.0 80.7 20.0CHB 22.5 17.7 50.6 0.0 45.9 2.5 -10.0 2.5 -10.0AIRZIM 9.6 15.0 12.8 22.8 9.0 26.7 3.0 26.7 3.0ZISCO 70.0 100.0 40.0 159.0 100.0 99.0 150.0 139.0 110.0AFC 27.0 14.9 26.4 35.0 40.0 21.4 20.0 21.4 20.0Totat 534.1 383.7 644.0 633.8 639.9 639.9 370.0 609.3 396.7
The C0B profit of ZS1Om in 1991/92 is not added to the totat figure.
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12. Much of this initial reduction in subsidies will be
attained through urgently required measures, including improvements
in enterprise autonomy, the introduction of competition and
flexibility in PE pricing mechanisms which now allow costs to be
passed on to consumers in several cases. But, as outlined below, we
are complementing this with sector wide structural, institutional and
organizational changes to increase efficiency as well.

13. In addition to direct subsidies, PE also constitute a
substantial indirect budgetary burden. The Government is currently
undertaking a study on the magnitude of the indirect budgetary burden
and will work out a timetable to implement measures as from June
1992, in consultation with the African Development Bank and the World
Bank, to begin reducing such burden and eventually to eliminate it.
These measures will include minimization of guarantees on commercial
bank lending to PEs, the application of commercial interest rates on
loans from government to the PEs, and the elimination of indirect
subsidies representing foregone fiscal revenues in the form of
customs duty and other tax exemptions and non-payment for Government
services.

14. We recognise that the existing legal and institutional
framework has allowed excessive government interference in the day-
to-day operations of PEs and has contributed to confusion between the
economic and social objectives of PEs, leaving PE managers with
unclear mandates and inadequate autonomy and incentives for efficient
operations. The legal framework, governing the relationship between
PEs and their associated ministries, and the broader policy
environment within which they operate, is being overhauled to ensure
that the Government's role is limited and clear and only suitable
qualified persons will be appointed to the PE boards of directors.
The PE boards and senior managers will be given clear mandates,
together with the autonomy and responsibility to carry them out.

15. These changes will be achieved through a series of
legislative actions based on the recommendations of a study being
undertaken with UNDP assistance. At the same time, accountability
and audit requirements will be improved. By the end of 1992, most PE
boards and management will have been given full autonomy in the
hiring and firing of labour, after paying compensation according to
guidelines, in setting pay scales and in the adoption of appropriate
procurement practices. This process has already started in the case
of NRZ and the agricultural marketing boards.

16. Comprehensive programmes for improving efficiency and
financial viability are being prepared for the majority of PEs,
beginning with the large ones -- National Railways of Zimbabwe (NRZ);
Zimbabwe Iron and Steel Co. (ZISCO); Air Zimbabwe; Posts and
Telecommunications Corporation (PTC); Zimbabwe Electricity Supply
Authority (ZESA); National Oil Company of Zimbabwe (NOCZIM);
Agricultural Development Authority (ADA); and the agricultural
marketing boards. As a first step in this process, all PEs have been
classified into one of the following four categories, the criterion
being the type of environment in which they will operate:
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- public service monopolies - to remain in government hands
but to be rehabilitated as commercially viable
enterprises (eg ZESA, NRZ, Posts and Telecommunications
(PTC);

- viable commercial entities operating in a competitive
environment - to be progressively commercialized (eg ZTDC
-- hotel activities, ZMDC, ADA --commercial farms
activities--, ZBC, Air Zimbabwe, IDC, AFC and some joint
ventures between Government and the private sector);

- non-viable commercial or industrial entities - to be
liquidated (eg ZMDC non-viable operations, UDCORP's non-
technical services);

- entities with a valid social role - to be maintained in
government hands and rehabilitated with any remaining
subsidy to be small and transparent (eg Forestry
Commission -- afforestation activities --TRB, TMB, ADA,
ZBC -- educational services.

17. The first comprehensive programme to be finalized was
that for the NRZ. Implementation of this programme has already well
advanced and NRZ losses have been reduced from Z$228 million in
1989/90 to Z$120 million in 1990/91. Similar performance improvement
programmes will be prepared by June 1992, for most PEs.

18. In the meantime, the following specific actions to
improve PE finances have already been implemented: (a) the NRZ is
allowed to pass cost increases in agreed cost categories to consumers
without applying to Government for specific approval (b) ZISCO's
prices for steel products on the domestic market have been increased
to import parity levels and will be adjusted every six months to
maintain import parity (c) Air Zimbabwe is now allowed to set its
domestic air fares without control by Government (d) ZESA's average
power tariff has been increased to 38 percent above its June 1991
level which should allow full cost recovery for FY91/92 (e) NOCZIM is
now implementing a pricing policy which will result in full cost
recovery and will continue to adjust its selling prices to pass on
its cost increases to consumers.

19. By June 1992, PTC and ZESA will be permitted to pass on
cost increases in agreed cost categories to consumers, as in the case
of NRZ, without applying to Government for specific approval. The
basis for calculating these price increases will be determined by the
studies to be completed by March 1992.

20. The Government is committed to liberalizing the
agricultural sector to encourage private sector competition. To this
end, several changes have already been implemented including the
creation of independent Boards of Directors in the agricultural
marketing boards. Also several changes were announced concerning
agricultural policy in August 1991, including: (a) an end to maize
movement restrictions between natural regions IV and V and between
contiguous and non-contiguous communal areas, (b) the partial
decontrol of price setting arrangements for red sorghum and rapoko,
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(c) the elimination of the fixed price system for groundnuts in
favour of a price floor, and (d) the granting of greater operational
autonomy to the Cotton Marketing Board. Further consideration is
being given to permit the private transportation of small quantities
of maize (ten bags or less) between large scale commercial farming
areas and communal areas after April 1992.

21. The Government is committed to further liberalization of
the agricultural marketing and pricing system. By June 1992, after
consultation with the African Development Bank and the World Bank, we
will begin implementing plans for (a) separating the commercial and
social roles of the Grain Marketing Board including a methodology for
financing social services performed by GMB, such as its food security
role, on behalf of Government, (b) liberalizing agricultural prices,
including the elimination of pan-territorial and pan-seasonal
pricing, and (c) removing crop marketing restrictions including maize
movement restrictions to allow private sector involvement in crop
marketing.

22. The Government has already begun rationalising the size
of the PE sector by initiating the streamlining of the operations of
the ZMDC (closure of underground mining operations at Kamative) and
of UDCORP (program to phase out non-technical services). Action
plans for further rationalization will be prepared in April 1992
when ongoing studies are completed.

23. A programme for private sector participation, total or
partial, in commercial public enterprises will be prepared by June
1992 with the major aims of improving efficiency and economic
development through the attraction of foreign investment, technology
and know-how, and the harnessing and encouragement of local
investment and entrepreneurial skills. Another important aim will be
the generation of revenues from sales and leases. The program will
include the full range of options available including outright sale
of shares and assets, leasing and management contracts and the
contracting out of services. Mechanisms such as employee stock
ownership plans, management and employee buy-outs, debt-equity swaps
and the creation of portfolio investment funds will be considered as
appropriate and the Zimbabwe Stock Exchange will be used, when
suitable, to mobilize investment and savings from Zimbabwean
entrepreneurs and small investors.

24. The Government has created a central PE monitoring unit
in the Ministry of Finance, Economic Planning and Development. This
unit will oversee and monitor all aspects of the PE reform programme,
and will manage a computerised performance monitoring system which
will be operating before the end of June 1992. This monitoring
system will constitute the basis for an incentive programme for PE
managers. Independent mechanisms for the regulation of the
monopolies will also be created before the end of December 1992.
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(iii) Civil Service Reform

25. In line with our Framework for Economic Reform, we are
committed to reduce the Government wage bill from 17 percent of GDP
in 1990/91 to 13 percent of GDP in 1994/95, the level prevailing in
1986/87. Such reduction will be achieved mainly by a cut of 25
percent in the number of civil servants (excluding teachers) over the
1991-95 period. There will be about twenty-two thousand posts to be
abolished over the 1991-95 period. Such abolishment will take place
according to the following targets:

Yearly Targets Posts
1991/92 6% 5000
1992/93 8% 7000
1993/94 8% 7000
1994/95 3% 3000

26. The initial number of posts to be abolished, the exact
timing for implementing the decision, and the compensation packages
for retrenched employees will be announced by April 1992.

27. A wage policy has been introduced to slow down the exodus
of technical managerial and professional personnel from the civil
service. Aspects of this policy being implemented include, the
payment of 20 percent of salary as retention allowance for specified
posts with effect from 1st July, 1991, and a review of general
conditions of service for the civil service within the framework of
the structural adjustment programme. A provision has been made in
the 1991/92 budget for about Z$ 100 million for retention allowances.

28. A detailed programme for operationalising the plan for
civil service reform is being worked upon and will be finalised by
April 1992. The issues involved in this programme include excessive
centralisation of decision making, overlapping functions between
ministries, excessive political interference in day to day
management, management structures, accountability, improving
management skills, and communications.

29. A Ministerial Task Force chaired by the Vice President
has, through the existing working committees, identified areas of
duplication and overstaffing among government ministries and options
for rationalising the civil service are being reviewed. These
include the need to abolish redundant posts, the need for government
to relinquish certain functions that can be performed by the private
sector, and the freezing of posts which fall vacant.

30. A detailed assessment of the potential for
rationalisation within Ministries is being undertaken by efficiency
units from the public service. Review of the first batch of
Ministries has been completed and work on the second batch is
underway. As a result of the first exercise of the efficiency Units
a total of 2589 posts have so far been identified for abolition in
six Ministries. UNDP Technical Assistance is being used in this
whole area of civil service reform.
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31. Work is already underway with the second batch of
Ministries and the report on these Ministries is expected to be ready
shortly. It is expected that a sizeable proportion of the reduction
in the civil service could result from natural attrition, estimated
at around 4 thousand employees per year.

(iv) Public Sector Investment Programme (PSIP)

32. In view of the recognized central role of the private
sector in generating sustained growth and employment opportunities,
the PSIP gives top priority to infrastructure needed to support
private investment and the associated increase in production and
exports. To support efforts to reduce expenditure, the overall level
of public investment in 1991/92 has been kept to a minimum by
deferring non-essential projects and subjecting all projects to
vigorous and transparent appraisal.

33. Of the total capital budget of $2,452 million for 1991/92
(including financing from own resources by the public enterprise
sector) almost 70 percent constitutes infrastructure in agriculture,
energy and water, transport and communications and the housing and
construction sector.

34. Expenditure in these areas is primarily directed at the
building of dams to facilitate irrigation; the strengthening of the
National Railways of Zimbabwe; the construction of roads and bridges;
the digitalisation programme of the Posts and Telecommunications and
the first phase of the Urban II housing programme.

35. The PSIP for the period up to 1994/95 is integrated into
the Second Five-Year National Development Plan, which is currently
being finalised. It is planned that Government will place emphasis
on the development of infrastructure to support private investment,
and will minimize direct investments in areas such as manufacturing,
mining and agriculture. It is also anticipated that the attainment
of peace in the region should result in reductions in investments in
defence infrastructure.

36. The total PSIP should therefore decline as a proportion
of Gross Domestic Product from almost 10 percent in 1991/92 to about
7 percent in 1995/96. About 40 percent of the cumulative PSIP for
the Plan period is expected to be in the energy and water, and
transport and communications sectors, whilst 22 percent is planned to
be for agricultural infrastructure, and 10 percent for construction
and housing. Investment in other sectors, including the social ones,
will account for the remainder 28 percent.

37. The PSIP for 1991/92 has been discussed and agreed with
the World Bank and African Development Bank. The PSIP for 1992/93
will be finalized by June 1992, following consultations with the two
institutions. In addition, while the FER is implemented, Government
will consult with both institutions on the PSIP on an annual basis or
as when such consultation is sought by either institution. The
Government currently has a system that carefully assesses projects,
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including a standardised calculation of their rate of return. We
have discussed this system with the World Bank and African
Development Bank.

(v) Monetary Policy

38. Monetary and credit aggregates are being managed to
contain inflationary pressures and attain sustainable balance of
payments position. Direct monetary policy controls are being
replaced by indirect methods of monetary control, with the main
emphasis being on flexible interest rates, as the regulation of
monetary aggregates and the financial system reform is effected
through open market type operations. This is assisted by increased
competition in the financial system through its opening up to new
entrants and the development of new money and capital market
instruments.

39. Since October 1989, we have been implementing an active
monetary policy stance under which the Reserve Bank has been moving
more to indirect methods of controlling credit and money supply and
regulating the financial system. This process began with the
introduction of the Base Lending Rate administered on criteria more
indicative of market conditions, and the fixing of maximum lending
rates for various sectors by stipulating a certain margin over the
BLR.

40. Interest rates, which had remained almost unchanged while
inflation rose during most of the 1980s, has been lately adjusted on
several occasions. The BLR for banks rose from 11.5 percent in
December 1989 to 17.25 percent by September 1991, with specified add-
on maximum margins for productive and export sectors. To discourage
consumption borrowing, the minimum lending rate of 17 percent
prescribed in August, 1990, was raised to 30 percent in September
1991. At the same time, the rediscount rate, which had remained
static at 9 percent since 1981 was adjusted on a number of occasions
after 1989 to encourage banks to trade discountable paper in the
secondary market, rather than with the Reserve Bank. By November
1991, the rediscount rate had been increased to 18 percent. Building
society mortgage rates for residential buildings have been also
frequently adjusted upwards after 1989.

41. To encourage the mobilization of investible domestic
savings, against a backdrop of rising inflationary pressures, higher
deposit rates have been allowed for all financial institutions. At
the same time, the authorities continued their earlier policy of not
fixing the rates on fixed deposits of commercial and merchant banks
which were left to be determined by the market.

42. The introduction of minimum rates on demand deposits in
August 1990 marked a departure from the earlier practice. Rates on
savings and demand deposits being the minimum, could move up to any
level, depending upon the choice of the depositors and the financial
institutions. This shift was the first step towards the total
elimination of the administrative determination of interest rates.
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43. The active and flexible use of interest rate policy to
date has been consistent with the time frame set out under the
adjustment programme. Continued high levels of monetary expansion in
the past few months have necessitated the introduction of monetary
restraints. In this regard, the Reserve Bank is selling, through
open market type operations, from its holdings of government stock.
This action is, at the same time, being reinforced by sales through
tender, of new issues of government stock. Additional measures to
tighten monetary policy include the raising of the reserve
requirements for banks in November 1991. The tightening of liquidity
is resulting in the upward adjustment of interest rates. The "cap"
on interest rates for productive purposes will be abolished by the
end of 1991. As monetary policy will in the future be conducted
increasingly on a market-related basis, the Reserve Bank of Zimbabwe
is developing a monetary programming framework. Broad money is being
targeted to rise by about 20 percent in the year to December 1992.

44. In order for the reserve requirement to be more effective
as a monetary policy instrument, the authorities have separated the
reserve requirement from liquid assets ratio and unified reserve
requirements which were previously different according to the type of
deposits. The unification of the reserve requirement will ensure
that banks will not be able to evade the impact of reserve
requirements by shifting the composition of their deposits. The
reserve requirement was increased from 10 percent to 12.5 percent in
mid 1991.

45. In line with the target dates set out in the Framework
for Economic Reform, the Reserve Bank has discontinued the use of the
non-cash liquid assets ratio as a monetary policy instrument.
Signalling this change in the use of liquidity ratios for prudential
purposes, the composition of liquid assets of banks and other
financial institutions has been redefined from October 1991, and the
ratio reduced. The liquid asset ratio is now set at 10 percent for
all institutions. To allow flexibility in the yields of government
stock, all future stock from November 1991 are to be issued on
tender, and traded on the Stock Exchange or through other private
placements. Furthermore, the Reserve Bank will act as broker for
government stock issues and will only buy and sell government stock
at its discretion. To provide the Reserve Bank with greater
flexibility to ensure the correct combinations of instruments on
Government paper, maturities and amounts, the previous pre-
announcement of the stock issue programme has been abandoned.
Moreover, monetary control has been strengthened through the
tightening of the Reserve Bank's discount operations.

46. The opening up of the financial sector to the entry of
new banks and other financial institutions will enhance the
efficiency and competitiveness of the financial system. A gradual
approach has been adopted by the authorities with complete freedom of
bank entry coming towards the end of the programme in 1995. The
focus of financial sector reform up to 1993, is, therefore, on
increasing domestic competition between financial institutions
through the introduction of a limited number of new entrants coupled
with the elimination of the prevailing system of credit market
segmentation. Already, one discount house together with the recently
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launched Venture Capital Company have opened their doors to the
public. Numerous other applications to set up financial institutions
are being processed by the authorities. A new modernised banking
legislation, which will not only accommodate new demands of the
financial system, but also lay a legal foundation for the emergence
of new market instruments and financial services, and set effective
prudential norms for institutions is being put in place.
Furthermore, the Government is developing the stock exchange to allow
a wider participation by companies and potential small investors. A
Security Exchange Commission will be set up to monitor the
functioning of the stock exchange.

47. Further liberalisation measures will be taken by the end
of 1995 to switch completely to indirect methods of operating
monetary policy and to abandon restrictions on entry of new banking
units in the country except those required for conducting sound
business. During this period, the current restrictive statutory
provisions requiring insurance and pension funds to invest in
prescribed assets will be relaxed to levels only necessary for
prudential purposes.

B. EXTERNAL TRADE

48. As part of the Government's strategy to increase
investment and improve overall economic efficiency, we are
implementing a phased programme of trade liberalisation to move from
the present foreign exchange allocation system to a market based
system by 1995. This programme includes expanding the Open General
Import License (OGIL) system, and the Export Retention Scheme, tariff
reform, and supportive exchange rate policy. It builds on earlier
initiatives to support exports (the Export Revolving Fund introduced
with World Bank assistance in 1985) and on more aggressive exchange
rate management since 1989. Exporters have been assisted by the
Export Revolving Fund and the Incremental Export Bonus Scheme, both
introduced in the mid-1980s, and by the Export Retention Scheme which
became effective in July 1990. Import liberalisation began with
increased foreign exchange allocations in 1989 and 1990, as debt
service obligations declined, and the expansion of OGIL in October
1990.

49. With the exception of a few goods, to be excluded only on
the grounds of defense and health, it is intended that all items will
be imported through the OGIL system by 1994/95. The progressive
expansion of items on OGIL will facilitate the development of export-
oriented activities. Under this programme, an increasing number of
goods produced by Zimbabwean firms will face competition from imports
as trade liberalisation progresses, but all producers already know
that they must compete with imports by 1994/95.

50. The minimum share of imports to be under OGIL in each of
the five years of the programme is summarised in Table 2. At
present, items representing about 15 percent of imports are under the
unrestricted OGIL, and will ronain at that level till June 1992.
Imported items under the Expert Retention Scheme will be expanded to
at least 15 percent by January 1992 and to 25 percent by 30 June
1992. As it is impossible to know the value of imports in advance,
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the share of OGIL imports by value will be calculated in terms of the
previous year's imports. For example, goods eligible for OGIL at the
end of June 1992 will comprise goods that during 1991 accounted for
at 15 percent of the value of imports. These targets will be
achieved by progressively placing SITC categories on OGIL over the
first three years. In year four (i.e., 1994/95), this list of OGIL
goods will be abolished and all goods will automatically be on
unrestricted OGIL unless included in a small negative list (about 15
percent of total imports). The schedule provided in Table 2 will be
closely related to the timely realisation of the funding required by
this programme. This programme of external trade liberalisation
could be accelerated if increased funds become available. We are
committed to implement measures to contain overall demand as a
necessary condition for trade liberalisation.

Table 2: SCHEDULE OF IMPORT LIBERALISATION
(cumulative % of total minimum share of

import value on OGIL and ERS as a share of export earnings)

Dec 91 Jun 92 Dec 92 Jun 93 Dec 93"

OGIL - unrestricted 15 15 20 35 35

ERS 15 25 30 30 35

51. The first goods being placed on OGIL are largely raw
materials, irrespective of whether or not they are domestically
produced. These will be followed by intermediates and selected
capital goods. In the middle years of the programme, the rest of the
capital goods will be added to the list of unrestricted OGIL.
Consumer goods will, in general, be placed on OGIL in the fourth year
of the programme, to minimise the dislocation to existing industry
and employment, while still ensuring that these industries
restructure and become competitive by 1995. However selected
consumer items have been placed onto OGIL and additional items on
this category may continue to be placed on OGIL ahead of the
schedule. The capital goods are largely covered by existing
facilities. However, consideration will be given to placing some
spare parts and selected capital goods on OGIL ahead of plan,
provided that adequate financing is forthcoming.

52. The residual negative list applicable by 1994/95 will
include items such as defence and security items, public utilities,
health products and other strategic items such as fuel.

53. As the existing foreign exchange allocation system is
replaced by the OGIL system, modest tariffs will be the only source
of protection for local producers. Almost all tariff rates are
already in the range of 10 to 30 percent from 1991 onwards.

J/ The post 1993 sequence will be determined following a comprehensive
review in May 1993 of the import and foreign exchange system, undertaken
with a view to achieving further progress in liberalisation.
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54. The surtax, which is currently a flat 20 percent across
the board, will be reduced to 15 percent in the 1992/93 budget and
then by 5 percentage points each year until it is phased out in
1995/96. The minimum customs duty was raised to 10 percent in
October 1991. An additional temporary duty of 10 percent for all
items under OGIL has been imposed to slow down import demand while
providing additional revenues to the Government. The manufacturers'
rebate has been abolished. These changes will provide more uniform
nominal import protection and hence a more productive allocation of
scarce domestic and foreign exchange resources.

55. During the second half of the programme, we may
selectively increase sales taxes on luxury goods to curtail demand
while avoiding the incentive for local production that high customs
tariffs would generate.

Table 3: SCHEDULE OF TARIFF REFORM

1991/92 1992/93 1993/94 1994/95 1995/96

Customs duties 10-30 10-30 10-30 10-30 10-30

Surtax 20 15 10 5 0

TotaL 10-50 10-45 10-40 10-35 10-30

56. These customs duty changes, together with an increase
in imports, will allow the surtax to be phased down without a
reduction in the total amount of tax collected on imports, as a share
of GDP. Meanwhile, effective rates of protection will fall because
of the gradual removal of foreign exchange controls and the reduction
in surtax.

57. The Government recognises that import liberalisation
needs to be underpinned by an appropriate exchange rate policy. The
average real exchange rate against Zimbabwe's major trading partners
fell by 8 percent in 1989 and 12 percent during 1990, and by 34
percent during the first three quarters of 1991. This has increased
market incentives for exporters and made local products more
competitive vis-a-vis imports. The Government will maintain an
exchange rate regime which will continue the existing resource shift
in favour of export sectors and sustain export competitiveness.

58. The growth in exports, albeit modest, during the
latter part of the 1980s was mainly due to the introduction of a
range of new export incentives which provided exporters with access
to foreign exchange and compensated them for additional costs
inherent in the current trade regime. These incentives included: the
Export Revolving Fund, Export Promotion Programme, Export Retention
Scheme, Incremental Export Bonus Scheme, Export Incentive Schemes,
and Import Duty Drawbacks and Rebates. All these provisions are
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presently being reviewed and a strategy for improved export
performance is being developed.

59. The projected increase in the export retention scheme
to 15 percent of exports and above, and the embodied right of
transfer of goods in the scheme, enhance the scope of trade
liberalization by introducing a strong incentive to export, while
maintaining a self-regulating mechanism from the point of view of
import resource requirements. The ERS will provide access to goods
except those included in a negative list.

60. With the exception of Import Duty Drawbacks, all these
incentives should become irrelevant by 1994/95 (or perhaps before)
because ready access to foreign exchange will be provided under the
OGIL. In the meantime, they will continue to provide exporters with
ready access to imported inputs.

C. DOMESTIC DEREGULATION

61. In order to secure the full benefits of trade
liberalisation, the Government has decided to relax domestic controls
over economic activity. This will help generate the much needed
supply response by providing domestic entrepreneurs with the freedom
necessary to respond to emerging market opportunities and pressures.
Specific actions have been taken and planned in the areas of price
and distribution controls, labour market regulations, local authority
bye-laws, transport regulations and investment approvals.

62. Remaining price controls will be removed as and when
goods are placed on OGIL, if not before. About 60 percent of
domestic goods are now free of day price control. The list of
products subject to strict price control (i.e. subject to Cabinet
approval) has been reduced to 8 basic products. It is the prospects
of excessive profit taking by local suppliers, coupled with the
importance of items such as vegetable oils and fertilizer to the
lower, and therefore more vulnerable, income groups that leads us to
delay decontrolling these prices until there is import competition.
However, prices of several of these products were raised
substantially in the past twelve months, for example milk, beef and
bread. The number of items subject to the second type of price
control -- percentage controls on mark-ups -- has also been reduced.
By August 1991, mark-up controls were removed from more than 30
products. Items recently completely decontrolled include selected
food products (such as pork and dressed chicken), beer and soft
drinks, certain items of office equipment, jute grain bags, knitting
yarn, and piece goods, cement and tyres and tubes.

63. Given the dominance of monopolies and oligopolies in
the Zimbabwe economy, Government is aware that it will be difficult
for market forces to determine prices during the transition period.
It is therefore our intention to establish a Monopolies Commission,
and several donors have already been approached to assist in this
regard. This Commission will study monopoly practices and make
policy recommendations to break such practices. Consultants have
been contracted to develop suggestions concerning the operation of
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such a Commission. The Commission will be set up after these
consultants submit their report in June 1992.

64. Existing support for producer prices for essential
agricultural commodities such as food commodities will be maintained
to encourage production. Price levels for these essential goods will
be guided by the concurrent needs to reduce the subsidy to marketing
boards and secure adequate supplies of key products such as maize.
Any subsidy to meet specific social objectives, such as providing
small growers with marketing infrastructure, will be made explicit.
We have already permitted free movement of maize between contiguous
and non-contiguous communal areas in Natural Regions IV and V, from
April 1, 1992, between commercial and communal areas. Maize can then
be bought and sold freely by producers and traders in these regions
while GMB will continue to provide a floor price for producers
wishing to sell to the Board.

65. Until recently, regulations restricting retrenchment
of employees have been very stringent; requiring prior approval of
the Government before any employee could be discharged for any
reason, including misconduct, breach of discipline, inefficiency, or
the financial and economic health of the firm. Over the past year,
we have relaxed these regulations, putting emphasis on collective
bargaining (for job security and also for wage settlements) rather
than government intervention. Two new instruments to this effect
were issued towards the end of 1990. One prescribes that employers
and employees agree on a code of conduct which would govern the
procedures for the discharge of an individual employee on grounds of
misconduct, inefficiency, etc. The other lays down a time-bound
procedure for retrenchment of workers that may become necessary for
cost reduction, reorganisation or adaptation to technical change. As
experience is gained with the working of these two new procedures,
the Government intends to establish, by June 1992, generalised
guidelines for compensation in the event of retrenchment.
Simultaneously, in order to avoid delays, the dispute settlement
procedure will be streamlined through proposed amendments to the
Labour Relations Act. By June 1992, all firms will be allowed to
lay-off workers, as needed, after paying them compensation according
to these guidelines, without an elaborate consultative procedure.

66. We are reviewing the Urban Councils Act, the Factories
Act, the Companies' Act, regulations imposed by local government,
other rules and bye-laws governing economic activities and the Road
Motor Transport Act with a view to simplifying and relaxing them to
promote small-scale and informal sector development, consistent with
the minimum necessary public health standards and orderly development
of urban areas. A Committee on De-Regulation has been appointed for
this purpose. This Committee has begun with a review of the Road
Motor Transport Act and changes are being made as indicated below. A
timetable is being designed for this Committee to complete its agenda
and have deregulation of this wide array of controls completed by the
end of 1993.

67. Complex transport regulations have impeded the
efficient movement of goods and raised production and marketing
costs. Deregulation will ease movement of crops and goods and help
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integrate the rural hinterland with the urban centres. It will also
make it easier for Zimbabwean citizens to engage in trucking
business, thus expanding the scope for self-employment. We have
begun to address this problem by selectively relaxing controls over
the past year. For instance, trucks with a carrying capacity of 15
tonnes or less no longer require any permit during the crop season.
Trucks with a carrying capacity of 10 tonnes or less no longer
require a multiplicity of permits specifying the quantity, products
and the routes over which movement can take place. We intend to
introduce further deregulation to gradually encompass all trucking
operations by June 1992. Our objective is to move away from the
present multiple permit system to a single license covering the
entire business of a transport operator. Such a license, the
validity of which will extend to three years, will not specify the
nature of the goods, except in health related cases, or the routes of
operation, but will focus solely on ensuring the road worthiness of
vehicles.

68. The shortage of urban transport has become a major
constraint on workforce mobility. To provide better passenger
service for urban areas, the Government will allow for new
competitors soon after the expiry of the monopoly franchise
agreement.

69. The Government recognises that complicated and time-
consuming procedures for investment approvals have not only
constituted serious disincentives for investors but have also
contributed to distortions in investment in the country. When
imported capital goods and materials become available through the
OGIL system, investment controls will cease, except on large projects
(currently more than Z$ 30 million). Such large projects will
continue to be scrutinised for environmental and social reasons. In
the meantime, simplification of investment sanctioning procedures is
an important element in the Government's efforts to stimulate both
local and foreign investment in the country. To achieve this, the
Government has already set up a single-window clearance agency for
investors - the Zimbabwe Investment Centre (ZIC). ZIC has been given
the power and the necessary foreign exchange allocation to clear
projects costing less than a certain amount, to be determined and
reviewed periodically by the Minister of Finance. Currently, this
amount is Z$10 million. The ZICs regulatory role will progressively
diminish until 1994/95, when the last of the capital goods are placed
on OGIL. From then on, it will function as an investment promotion
agency, a role it will progressively develop between now and 1994.

70. To encourage foreign investment, the Government has
introduced more liberal provisions for repatriation of capital and
remittance of profits in respect of projects undertaken by foreign
owned companies or under joint venture arrangements. Recognising the
importance that investors, especially foreign investors, attach to
fair and stable standards for the treatment of investment, the
Government maintains a legal framework that accords due protection to
investment, whether local or foreign, in the country. In order to
provide further protection to foreign investment, the Government has
also entered into a number of bilateral and multilateral investment
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guarantee treaties including one with OPIC and has taken up
membership in MICA.

D. SECTORAL POLICIES

71. Sectoral policy changes will complement the broad
policy changes already outlined to support the transformation of
Zimbabwe's economy from one constrained by trade and domestic
restrictions and characterised by low investment, to an open
competitive economy with increased investment, growth and employment
creation. The private sector will have a larger role in the economy
under the Government's new economic policy.

72. The Government would like to reiterate its commitment
to continue extending basic health and family planning services into
those areas of the country still under-served and to develop further
key programmes such as maternal and child care, nutrition and AIDS
prevention. We will co-ordinate efforts with non-governmental
institutions and will improve efficiency through better management
and planning to strengthen these basic services while also
controlling expenditures. As already mentioned, we plan to maintain
the present share of health expenditure to GDP.

73. Over the past decade, Government has shown strong
commitment to the provision of education and training and the
policies which have been pursued in this respect have yielded good
results. The new changes in financing are intended to achieve equity
in the provisions of the service. Government remains strongly
committed to education and training, and plans to sustain the
achievements so far by maintaining real per capita spending in this
area. Government programmes will focus primarily on the provision of
adequate facilities in schools and colleges, the training of teachers
and lecturers, and the further development of vocational training.

74. To support the growth of the agricultural sector,
Government programmes will place emphasis on the development of
irrigation facilities, the training of farmers, and the provision of
research, extension services and financial assistance particularly
for small scale and communal farmers. As already mentioned,
Government is in the process of restructuring marketing and
distribution arrangements, to facilitate more private sector
involvement.

75. Land resettlement will continue during the
implementation of the structural adjustment programme with the pace
of resettlement being determined by the availability of funds as
prescribed by fiscal targets and by the pace at which properly
trained farmers can be identified and assisted.

76. The Government is fully committed to implement
resettlement in such a way that it does not unduly affect
agricultural production and productivity. Details of the modalities
for acquisition of land for resettlement, and the settlement of any
price disputes will be spelt out in the Land Acquisition Act to be
presented to Parliament by June 1992.
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77. In order to encourage efficient utilisation of land,
Government intends to introduce a land tax, the details of which are
currently being worked out. Legislation to effect land tax is
expected to be presented to Parliament by June 1992.

78. The Government is committed to reduce and eventually
eliminate the gender gap. As farmers, women have significantly
benefitted from the strengthening of the agricultural extension
services. This will continue. Moreover, in the context of the land
resettlement programme, special consideration will be given to
improving women's access to land. Furthermore, the Government will
continue to address the issue of gender gap in school enrollments,
literacy and scholarships.

79. Efforts to protect the environment are being
reinforced. A review of existing legislation to support environment
protection is underway, and a forest conservation and management
project is under implementation. By December 1992, national
standards of effluent and emission control will be established.

80. Government recognises the potential which the smallscale business sector has in terms of creating employment as well as
redistribution and allocation of resources and in promoting rural
development. The growth and development of the micro-enterprise
sector has been inhibited by registration practices, fees, licensing
and price controls as well as by lack of credit from the financial
sector.

81. To redress these constraints, Government has increased
the capital base for the Small Enterprises Development Corporation
(SEDCO) from Z$5 million to Z$32 million. This will improve SEDCO's
lending base as well as increase its operations especially in the
area of technical training for its clients. Government also createdfurther credit facilities; through the Zimbabwe Development Bank -the Z$30 million external facility, the soft loan window and surplus
funds; through the Venture Capital Company of Zimbabwe which opened
on 1 July 1991. The Government has also facilitated the opening of
offices in Harare by the Africa Project Development Fund and the
Africa Enterprise Fund which assist small scale business.

82. Besides the technical and other managerial training
assistance which the small business sector has been obtaining from
institutions like SEDCO and various other institutions, this sector
will benefit from the recently established IBDC (Indigenous Business
Development Centre) which is a private institution established topromote the involvement of Zimbabweans in business. Some of the
major objectives of IBDC include business training, and provision oftechnical assistance to the small scale business sector.

83. The criteria for allocating foreign exchange for newinvestment projects has been improved in favour of the new and small
scale business people since the structural adjustment programme
started.

84. In order to identify and remove many of the
constraints operating on the small business sector, Government has
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established a Committee on deregulation. The commission will review
the existing regulations and controls inhibiting small business
development, and will make proposals for change with a view to
promoting new enterprise development. The Committee is expected to
report by June 1992.

85. The Government sees the transport sector as one of the
most important sectors in the economy because of its role in
distributing economic resources to all sectors of the economy. The
sector has been facing a number of constraints, including the
inadequacy of foreign exchange for importation of goods needed for
investments. As a result, for example, passenger transport services
both rural and urban have been unsatisfactory. Government has a
strong commitment to the development of transport infrastructure and
a significant proportion of public sector investment will go towards
the building and maintenance of roads and bridges.

86. The Government is fully aware that for the economy to
grow and to attract investors, important infrastructure such as posts
and telecommunications should be functioning well. The Posts and
Telecommunications Corporation (PTC) has been faced with problems
mostly related to shortage of foreign exchange to purchase essential
material inputs. Closely related to the problem of foreign exchange
shortage is that the corporation has been receiving inadequate
external loan financing. The corporation has also been facing
problems of shortage of manpower. This has necessitated the
recruitment of expatriates.

87. In the light of the problems in the telecommunication
sector, the services provided by PTC have been unsatisfactory,
characterised by network congestion and inadequate capacity (with
72,820 applications of telephone services and 823 for telex on
waiting list in December 1990). Consequently, the corporation in
line with government policy has come up with a comprehensive
programme which will address these problems and will be implemented
over the period 1991-95. For this purpose, a capital budget of over
Z$200 million has been approved. In addition, about Z$100 million of
equipment has been sourced from donor agencies during the current
financial year 1991-92.

88. The Government will continue with its strategy of
least-cost supply in the energy sector. It will continue to
encourage environmentally-sound exploitation of wood energy. Closely
linked with the aspect of environment conservation, people will be
encouraged to plant more private trees as part of the Government
afforestation programme.

89. While pursuing the least-cost generation strategy for
electric power, the Government will also take advantage of low cost
import options, whenever such supplies are considered reliable. In
anticipation of an increased demand of power, the Government intends
to rehabilitate all old power stations by 1993. Subject to final
agreement with the Government of Mozambique, the Government intends
to import about 500 MW from Cabora Bassa Power Station via a new
voltage line by 1995. Electricity tariffs will be managed in such a
manner so as to cover operating costs and debt service and make
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reasonable contribution to investment. By 1992, a power supply study
will be completed; pricing of power will then be based on long run
marginal cost.

90. Petroleum fuel prices reflect import costs of
products, domestic transportation costs and storage and also to avoid
cross-subsidization between different products. Coal prices, on the
other hand, will be determined by current financial and future
economic cost of production and transportation.

91. The manufacturing sector has been highly protected and
regulated for over 25 years and the Economic Structural Adjustment
Programme (ESAP) strategy of introducing competition through the
relaxation of controls and regulations means that the sector has to
brace itself for stiff competition. Taking cognisance of the age of
machinery and equipment in industry as well as capacity utilisation,
Government negotiated for facilities, with the African Development
Bank, and the International Finance Corporation, to allow industry to
retool, rehabilitate and modernise its machinery and equipment before
the economy is fully open to competition.

92. Since the ESAP industrial strategy is export led, the
industrial sector needs to diversify its exports from its
substantially commodity based exports with limited value added such
as ferro-chrome, cotton lint and steel. The placing of raw materials
onto OGIL has so far improved the performance of those few industries
whose inputs are guaranteed foreign currency through the OGIL such as
the textile and the packaging industries. Industry in general is
expected to develop an outward-looking culture which is responsive to
the stimulus of competition to improve efficiency and productivity.
This should be coupled with the development of innovative
entrepreneurial, managerial and above all technical skills which can
drive the sector onto a sustainable growth path.

93. Government plans to improve the living standards of
the growing urban population through the planned development of urban
infrastructure such as increasing provision of low-cost housing and
improving transport infrastructure and services. Government will
also strengthen its institutional capacity in planning, selection and
scheduling of urban investment and the identification of the most
cost-effective capital development proposals.

94. The urban sector will contribute towards the reduction
of the budget deficit through involving the private sector, companies
and building societies in financing low-income housing for their
employees with respect to companies and the public at large for
building societies. Consequently, Government will be able to reduce
transfers to local authorities for the finance of their development
programmes and recurrent expenditures; the aim is to ensure the
financial independence and viability of urban local authorities.
This will be facilitated through the implementation of a new
management tool referred to as the Financial Performance Plan.

95. The Financial Performance Plan is intended to: enable
continuous monitoring of the financial affairs of each urban local
authority; ensure capacity for financial planning and programming by
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each authority; and set out development standards and revenue
generation performance requirements for the urban local authorities
to qualify for investment loans from central government and other
sources at market interest rates.

E. SOCIAL DIMENSIONS OF ADJUSTMENT

96. We are committed to ensuring that the poor and
vulnerable are protected from any undue transitional costs arising
from the structural adjustment programme, and to this effect we are
carrying out policy and investment measures in four main areas: (i)
promoting employment for, and training of, retrenched workers and
other vulnerable groups, including through the development of micro-
enterprises and income-generating activities; (ii) ameliorating the
impact on the poor of increases in consumer price of essential
items, most notably maize; (iii) strengthening social services and
avoiding unaffordable cost recovery from the poor; and (iv)
introducing measures to monitor and analyse the socio-economic
effects of the adjustment process, particularly to ensure that
additional steps are taken when necessary to help the poor.

97. A Social Development Fund is being set up to support
social welfare measures and employment promotion. This will be
financed from a variety of sources, and the Government is making an
initial contribution to it of Z$20 million. It is anticipated that
this will attract additional resources from both domestic and
external sources. A detailed system for the operation of the Social
Development Fund will be designed by December 1991.

98. Regarding retrenchments, the Government has decided on
a package incorporating compensation for civil servants whose posts
are abolished. However, retrenched civil servants will need further
support from the Fund, and so the Government will also set aside 35
percent of the salary savings from civil service retrenchment to be
channelled through the Fund for training and other related assistance
to retrenched workers. While such savings will not accrue in 1991/92
because they will be offset by redundancy payments (and anyway the
Government will then be contributing Z$20 million to the Fund), they
will generate resources for the Fund in subsequent years. This
amount is currently estimated to be at least Z$20 million annually in
the period 1992/93 to 1994/95.

99. As noted above, a new statutory instrument for
retrenchment in the private and public enterprise sectors has already
been issued to facilitate retrenchment of workers where enterprises
or activities are not viable. Under these new arrangements,
employers are responsible for providing adequate compensation for
retrenched workers through a process of collective bargaining.
However, in order to assist this process especially in sectors where
collective bargaining is not applicable, the Government will also
issue guidelines for reasonable compensation packages, as referred to
before. In addition, retrenched workers in the private and
parastatal sectors will also be eligible to benefit from support
through the Fund.
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100. The central part of the Government's strategy to
address the social dimensions of the adjustment process will be to
facilitate the creation of more employment opportunities through the
use of the Fund. Support will be provided to labour-intensive public
works, the non-formal and small-scale enterprise sectors. The Fund
will provide training grants for out-placement, in-plant exposure and
self-employment preparation in both the informal and formal sectors;
channel investment funds to institutions or groups promote employment
in specified projects; provide grants for the support of guidance,
counselling for the unemployed and new entrepreneurs; and support
related research and information activities. NGOs, the private
sector and local authorities will have major roles to play,
especially in training and employment generating activities. The
detailed modalities of these employment activities to be supported
through the Fund are now being designed and will also be finalized by
December 1991.

101. To reduce the Government's subsidy to the Grain
Marketing Board (GMB), the consumer price of maize will have to be
increased. The Government is well aware of the impact that this will
have on food deficit households, and the SDA programme will address
this issue in two ways. In the short-term, a targeted, commodity-
specific subsidy will immediately be introduced to encourage low
income groups to consume the commodity which is more nutritious. The
first year cost of this will not exceed Z$30 million. As maize
marketing liberalization progresses, however, there will be scope for
reductions in the consumer price of maize, at least in some parts of
the country. A review of the level and type of the food subsidy will
be carried out by July 1992. This review will include a second phase
of the SDA action plan to maintain affordable food prices for the
vulnerable groups. The cost of these measures will be supported
through the Social Development Fund, and specifically the Government
will provide about Z$20 million initially and subsequent decreasing
amounts annually in the period up to 1994/95 from savings obtained
through subsidy reductions to the GMB for food security
interventions. These amounts will be in addition to the Government's
support to the Fund from the savings due to civil servant
retrenchment.

102. We will also ensure that poor people continue to have
access to priority social services, especially education and health.
In education, the Government will introduce fees at primary schools
according to the type of school, but parents who cannot afford to pay
will be screened by the Department of Social Welfare and fees for
their children will be paid from the Fund. In addition, communal,
resettlement and commercial farm areas will be excluded from primary
school fees initially. Secondary school fees will also be increased
in all urban areas, but not in the schools administered by district
councils. The existing system of screening parents who cannot afford
to pay school fees will continue. The existing scholarship programme
for secondary school students will also be strengthened, and
particular attention will be paid to the needs of girls. The Fund
will contribute to scholarships for secondary school students. For
equity and efficiency reasons, more revenue will be collected at the
higher levels of the education and training system, and consideration
will be given to extending the existing loan scheme for students at
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the university to students at other institutions.

103. In the health sector, the income threshold (currently
Z$150 per month) for access to free health facilities will be revised
upwards; and the Ministry of Health and the Department of Social
Welfare will continue to identify and exempt patients unable to pay
charges. In order to increase revenue from health fees, most
emphasis will be placed on improving the accounting and collection
efforts in the major hospitals. As noted earlier, the Government is
committed to ensuring that resources for the health sector are
maintained at their present level of the GDP. To ensure that the
vulnerable groups continue to have access to basic health services,
the Government will also review by December 1991 the system of giving
subsidies for exempted patients attending local authority or mission
health facilities.

104. To ensure that the social effects are closely
monitored, we are strengthening our data collection and analysis
activities. The national socio-economic database will be further
developed; the ongoing national household survey programme will be
strengthened; an indicators monitoring survey has been carried out;
and the system of price collection and reporting will be improved. A
major health and nutrition survey will shortly be carried out, and
the nutritional surveillance system of the Ministry of Health will be
strengthened so that the data collected can be used on a monthly
basis to monitor the effects of the structural adjustment programme.

F. FINANCING

105. Successful implementation of the adjustment programme,
and especially the trade liberalisation component, will require the
timely availability of foreign financing to complement export
earnings during the early years of the programme. A Consultative
Group has been established to help coordinate efforts aimed at
raising the required foreign resources and is scheduled to meet early
in 1992. In addition to the proposed adjustment loans from the
African Development Bank and the World Bank and an IMF facility, we
have approached a number of other donors about financing our
programme. We have received positive responses from a number of them
and we have been following up to secure this financing. Over the
past 18 months we have negotiated (i) lines of credit of US$100
million with the IFC and Z$130 million with the ADB to help finance
industrial modernization; (ii) loans of US$150 million to finance
infrastructure investments; and (iii) relatively short term
commercial loans of US$155 million to support the early expansions of
the OGIL system. We hope to receive additional external funds of
US$800 million during 1992 to support our adjustment programme. If
we are able to move ahead rapidly with fiscal deficit reduction,
effectively contain aggregate demand and obtain more financing, we
would seriously consider expanding the OGIL more quickly.

106. In order to more easily make use of the donor funds
that are available, we have asked donors to untie their balance of
payments assistance and to standardise and harmonise their assistance
(including procurement and disbursement procedures) as much as
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possible. A joint donors mission led by the World Bank to begin
exploring possibilities for doing this, took place in May of this
year. We are following up on the recommendations made by this
mission to both the donor community and the Government, and hope to
see increased levels of untied aid in the near future.

G. MONITORING

107. An Inter-ministerial Committee, chaired by the Senior
Secretary for Finance, Economic Planning and Development, has been
created to monitor the implementation of the programme. This
monitoring committee will report directly to the Senior Minister of
Finance, Economic Planning and Development who in turn reports to
Cabinet. As already mentioned, monitoring the social effects will be
an important aspect of this committee's task. Data systems are being
developed in the MFEPD, to make this monitoring possible. The
technical work of implementation is being led by a unit based in theMFEPD, but with membership from all the key ministries. UNDP
financing is providing consultant support for this implementation
unit. This support covers all major aspects of the programme
outlined in this letter, with special attention being given to public
enterprise reform.

108. During 1993, the Government will undertake a full mid-term evaluation of the structural adjustment programme. It is hoped
that the International Monetary Fund, the African Development Bank,
and the World Bank will work with government to provide technical
assistance for this evaluation.

109. The above described measures constitute the core of
the Government actions towards economic reform during this first
phase of the programme. We are confident that they will be
successfully implemented because of the strong commitment by the
Zimbabwean people and Government. We are also confident that theAfrican Development Bank, the World Bank, the International Monetary
Fund, and the donor community, in general, will provide the needed
financial resources to complement our efforts. In this regard, the
anticipated Structural Adjustment Loans from the ADB and the World
Bank are indeed very much appreciated by our Government and people.

Yours sincerely,

Dr. Bernard T.G. Chidzero
Senior Minister for Finance,

Economic Planning and Development



VISIT OF MR. PRESTON TO ZIMBABWE

(February 10 - 13, 1992)

Statement Upon Arrival at Harare Airport

(Tuesday, February 11, 10 a.m.)

[Mr. Preston's program includes a meeting with the

Zimbabwe press upon arrival in Harare. The meeting, which will

take place at the airport, includes a brief statement by Mr. Preston

followed by an opportunity for the press corps to ask some

questions.]

1. Mr. Senior Secretary and officials of the Government of

Zimbabwe,

2. Members of the Press,

3. Ladies and Gentlemen

It is a great pleasure for Mrs. Preston and me to be here,

in Zimbabwe. We spent last night at Victoria Falls and had an

opportunity to visit the magnificent Falls themselves. It has whetted

our appetite to see more of your beautiful country, which we intend

to do in the coming two days. But the most important reason for my
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visit, of course, is to assess, personally, Zimbabwe's economic

progress; that is the country's major achievements since

Independence in terms of overall economic development, and in

particular in such areas as the provision of social services,

development of small-holder agriculture, and maintenance of high

quality economic infrastructure. At the same time, I am keenly

interested to review, with the Government and the private sector,

progress being made in the program of economic structural

adjustment, which is now going into its second year and which, as

you know, is strongly supported by the World Bank and the

international donor community. Indeed, it gives me great pleasure

that my visit comes on the heels of the approval on January 21 by

the World Bank's Board of Executive Directors of the Zimbabwe

Structural Adjustment Loan of $175 million. This loan is tangible

proof of our support, which will continue in the future as the

structural adjustment program is being implemented in line with the

Government's "Framework for Economic Reform".

My visit comes also on the eve of the Zimbabwe

Consultative Group meeting which will take place in Paris, a week
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from today, under the chairmanship of the World Bank. The

Chairman, Mr. Stephen Denning, Director of the Bank's Southern

Africa Department, is accompanying me on this visit. I hope that

my visit can be an encouragement to the donor community to provide

the necessary financial backing for Zimbabwe's development

program and the courageous reform measures being implemented

under the leadership of His Excellency, President Robert Mugabe.

I am concerned about the reports that have reached me on

the ongoing drought and the severe impact this might have on the

population at large and on the economy. I am looking forward to

getting a full briefing on the extent of the drought, and my visits

during the next two days should also provide me with an opportunity

to see for myself how difficult the situation is in the urban and rural

areas.

Once again, Mrs. Preston and I are delighted to be here

and are looking forward to an interesting two and a half days.

Thank you.



VISIT OF MR. PRESTON TO ZIMBABWE

(February 10 - 13, 1992)

Lunch with Senior Government Officials

Tuesday, February 11, 12.00 p.m.

[Mr. Preston will be meeting with the permanent

secretaries responsible for the principal economic portfolios, covering

nearly all ongoing World Bank operations. Also present will be

senior staff of the Ministry of Finance, Economic Planning and

Development and the Governor and Deputy Governor of the Reserve

Bank of Zimbabwe who have been closely involved in the

implementation of the economic structural adjustment program for

which Bank and IMF support has just been approved.]

Ladies and gentlemen, and especially our honored guests,

permanent secretaries and officials of the Government of Zimbabwe,

Governor and Deputy Governor of the Reserve Bank of Zimbabwe.

As this is the first function I have attended on my first

visit to Zimbabwe, you will have to forgive the fact that I have not

had the chance yet to formulate my thoughts or to give you the
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benefit of any particular insights on the country and its prospects at

this stage. I can say though that I am looking forward to this lunch

and to the opportunity it presents to meet with you and get to learn a

lot very quickly about what is happening here and why.

Inevitably however the January 21 approval by the Board

of the World Bank of a loan and a credit to the amount of US$175

million taken together with the upcoming Consultative Group meeting

in Paris on February 17-19 turns my attention towards the

government's economic structural adjustment program. Let me say

that the government is to be congratulated for having launched this

program in early 1991 and to have stayed the course over the past

year or so. This program really constitutes the cornerstone of the

Bank's relationship with Zimbabwe and gives me hope that our

cooperation will go from strength to strength in the future.

The program is about many things, but primarily it seems

to me to be about giving a much wider, nay the widest possible, role

to the private sector in the economy of Zimbabwe. In this sense the

program is on the mark and reflects a growing consensus in the
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world about the potential economic and social benefits arising out of

a freeing up of private initiative.

Yet I want to stress too that the Bank's experience

indicates that the role of government is no less important for all these

changes, indeed in this period it may be as important as it has ever

been in Zimbabwe. The role of government will start according to

the program, over the next year, to go through a significant

transition. Government will become smaller, but will need to

become much more efficient. Government will become an important

facilitator and promoter of economic activity, but will undertake

directly fewer and fewer of such activities. The whole culture of

government will have to go through a process of reorientation which

will not be without the inevitable dislocations.

You ladies and gentlemen will have, I think, a vital role

to play in ensuring that this transition is effectively accomplished and

that the intended refocusing of the role of government is carried out.

As well as effectively managing your own portfolios and particularly

in ensuring the implementation of the economic structural adjustment
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program, you will have to set the tone and give an example to the

rest of the public service. This is not a straightforward task but one

I can assure you that many other public services in Africa are

currently grappling with. In addition to any other issue you might

like to raise, I would like to have your views on this process of

public service reform: what progress has been achieved and what are

the stumbling blocks? You might also want to comment on the

reaction of the private sector, until now, to the adjustment measures.

I am very much looking forward to my brief time in Zimbabwe to be

able to meet with as many people in the public and private sector as

possible. But in the meantime. Bon appetit!



VISIT OF MR. PRESTON TO ZIMBABWE

(February 10 - 13, 1992)

Statement at Meeting with the Private Sector

(Tuesday, February 11, 4 p.m.)

Background

0 This will be an opportunity to hear the concerns of the

private sector and share with them how important their

contribution is for Zimbabwe to achieve and sustain more

rapid growth. In particular, the supply response by the

private sector to improve efficiency and increase exports

will be critical.

* The participants will be representatives from a broad

cross section of the private sector - Manufacturing,

Commerce, Mining, Farming (both large scale and small

scale), Financial Institutions, and Small Scale Businesses.

* In contrast with most other Sub-Saharan countries,

manufacturing activities contribute more than 20% of
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GDP. Agriculture, manufacturing and mining each

generate more than 25% of exports.

* Four concerns that private sector representatives are

likely to express are:

- the private sector has not been consulted/involved

enough in the design and implementation of

structural adjustment.

- manufacturers support structural adjustment but

want more foreign exchange and more time to

modernize before facing import competition in their

output markets.

- provisions for arbitration regarding compensation in

the new Land Acquisition Act may not be adequate.

Farmers are likely to claim that (i) this Act will

undermine confidence and adversely affect

production, and (ii) controlled output prices are too

low.
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- the current higher interest rates (which have risen

from the mid teens to the mid 20's during 1991)

will badly affect investment and the cost of doing

business.

Recommended Bank Message

On this my first day in Zimbabwe I'm pleased to be able

to meet with both representatives of the private sector and

Government, because both have important contribution to make if

Zimbabwe's plans for higher growth and a better living for all are to

be realized. I have already met with senior Government officials and

shared with them our concern that plans for improving the operating

environment for private sector enterprises be implemented

expeditiously. This means a larger role for the private sector and for

markets.

This process has begun with the Government reducing its

fiscal deficit, reducing trade restrictions, moving the exchange rate,

and tightening monetary policy. In short, the Government has begun
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to make its contribution by opening up markets and improving the

operating environment. The central issues I want to share with you,

the private sector, is how you respond to emerging new opportunities

and challenges to make your important contribution to Zimbabwe's

development. Clearly, investment and productivity both have to

increase for Zimbabwe's transition to a more competitive and

dynamic economy to be realized. Moreover, much of this has to

happen in the private sector. Without your contribution to increase

competitiveness and generate export earnings, expectations for the

coming years will not be realized.

The business environment in Zimbabwe, as in the rest of

the world, is clearly becoming more competitive as government

implements policy reforms. You in the private sector may not feel

that you have been consulted as much as you should have been in the

design and implementation of structural adjustment. Moreover, the

substantial capabilities of the private sector to help with the actual

implementation of reforms may not be fully tapped. However, the

reality is that reform is under way. I've been advised that many

goods can now be imported more easily, either under the Open
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General Import Licence System or through the Export Retention

Scheme, and that parastatal losses and the fiscal deficit are falling.

The relatively rapid change in the exchange rate during 1991 must

improve your export prospects. Interest rates are much higher than a

year ago, but this was necessary to support saving, to encourage

available resources to flow to the most efficient uses, and to contain

inflationary pressure.

Private sector enterprises need to respond to these

changes and contribute to the success of Zimbabwe's adjustment by

becoming as efficient as possible as quickly as possible. You may

wish for more time to modernize before facing full import

competition, but time is a scarce commodity. The whole world is

changing quite rapidly. The success of Zimbabwe's reform program

now depends as much on you as it does on the Government.



VISIT OF MR. PRESTON TO ZIMBABWE

(February 10 - 13, 1992)

Statement of Mr. Preston at the Reception

(Tuesday, February 11, 6 p.m.)

[The reception is to be hosted by the Government of

Zimbabwe, in the person of Dr. Bernard Chidzero, Senior Minister

of Finance, Economic Planning and Development. Mr. Preston will

be asked to make a statement after Dr. Chidzero, who might include

comments in his speech to which Mr. Preston should respond.]

1. Senior Minister Chidzero

2. Ministers and Permanent Secretaries

3. Members of the Diplomatic Corps

4. Ladies and Gentlemen

I would like to thank the Senior Minister for his kind

words and for hosting this reception in my honor. As you know, I

am a newcomer to the World Bank and not fully familiar with the

history of the relations between the Bank and Zimbabwe. However,

I know enough - and have heard enough, even today - to understand

that the relationship has become stronger over time and that the last
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couple of years have witnessed a close collaboration in the

formulation and subsequent implementation of the structural

adjustment program. What pleases me in particular about this

relationship is that it is open and thoroughly professional. The Bank

has provided technical advice on the basis of its experience with

economic reform elsewhere, but the final design of the program has

rested with the Government. The Zimbabwe program is, indeed, a

"home-grown" program of which your country is justifiably proud!

But there are many other areas in which the collaboration has been

fruitful. The Bank is happy to have been associated with

Zimbabwe's very successful family health program, its family

planning activities, its urban development efforts, the process of

strengthening and developing the agricultural sector, and the

development of its power and transport systems. And IFC has taken

on an important role in the support of private sector development in

the country. These various projects and programs have laid the

foundation for even greater collaboration in the future. The Bank is

planning to increase its lending to Zimbabwe from about $200

million during 1986-90 to nearly $750 million for the period
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1991-95. This significant additional lending will take the form of

both project as well as program assistance, the latter being balance of

payments support for the adjustment program. IFC is also geared

towards a major expansion of its activities, supporting new

investment in the deregulated private sector. Indeed, we in the Bank

see our Zimbabwe operations as one of the most important in Sub-

Saharan Africa.

We also see Zimbabwe as a leader in the formulation and

development of a new regional economic partnership in Southern

Africa, made possible by the remarkable changes taking place in the

Republic of South Africa. Everybody is by now aware that the

"costs of non-integration" for Southern Africa would be great.

Market fragmentation in the face of a distinct move towards

regionalism in other parts of the world will mean that Southern

Africa as a whole would not be well placed in the future to attract

the foreign investment, technology and know-how needed to become

an efficient player on the world markets. Zimbabwe, which has

already had some success in penetrating such markets but will need

to expand its exports much more if its structural adjustment program
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is to succeed, should be a strong force in the drive towards closer

economic integration in the sub-region, well beyond what has so far

been achieved. The World Bank has been, and will continue to be, a

supporter of such an approach.

After having been in Zimbabwe for only 24 hours, I can

not give you any of my impressions about how the adjustment

program is going. However, from the briefings I have received from

my colleagues, as well as the views expressed by the private business

representatives whom I met this afternoon, I am impressed with the

comprehensiveness of the reform program and the determination of

people to make it work, despite a difficult first year with high

inflation, relatively modest growth and adverse weather conditions.

But the Zimbabwe economy has proven to be resilient in the past and

will, no doubt, bounce back with enhanced levels of efficiency,

productivity and employment.

I can not end this brief speech without paying tribute to you, Mr.

Senior Minister. Everybody inside as well as outside Zimbabwe, has

commented on the very important role that you have played in the
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formulation of the adjustment program, and are playing in its

execution. I say this without wanting to take anything away from the

valuable inputs provided by your colleagues in Government and,

most importantly, the strong commitment to the program of His

Excellency, President Mugabe. I wish you, and the Government of

Zimbabwe, all success on the road to economic reform. We in the

World Bank will provide all assistance we can.

Thank you for your kind hospitality!



VISIT OF MR. PRESTON TO ZIMBABWE

(February 10 - 13, 1992)

Statement of Mr. Preston at the Informal Get-Together
with the World Bank and IFC Resident Mission Staff

(Wednesday, February 12, 8.00 a.m.)

[This is an early morning opportunity to meet the higher

level and support level staff of the World Bank and IFC local offices

which are housed together. The total staff of the two offices

amounts to 20 people. The Bank office was established in 1985; the

IFC (Regional) office was opened in September 1990. Mr. Preston

will be asked to present a five-year service award to Mrs. Sue

Hollaway, Senior Secretary at the Resident Mission.]

1. Ladies and Gentlemen, colleagues of the World Bank and IFC,

Mrs. Preston and I are very pleased to be able to share a

few minutes with you during this rather hectic visit to Zimbabwe.

First of all, we would like to thank you for all the work that you

have, undoubtedly, put into the organization of our stay here. I

know how time-consuming the preparations for such a visit are, and I
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can only say that so far everything has gone very well. But you

received a visit from Mr. and Mrs. Conable only two years ago, so

you have had some experience!

I would also like to express may appreciation to all of

you for your efforts to develop such a successful relationship with

the general public and the Government of Zimbabwe. I know that

this wasn't easy in the beginning because of a lack of trust in, and

familiarity with, the Bank. But the staff of this office has, I

understand, worked very hard to change all this, and with great

success. I hear from all sides that the Bank and the IFC are highly

respected for their professional advice and their dedication to make a

meaningful contribution to Zimbabwe's development effort. You, in

the resident office, have helped establish a very good partnership

which is likely to become even stronger in the future when the

structural adjustment program gains momentum.

I also understand that the Bank's resident mission has

increased in size in recent years and may grow bigger as it takes on

more responsibilities of a regional character. Given the dynamism of
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the Southern Africa region, I expect that the Harare office will be

called upon to assist in a number of new Bank regional initiatives

along the lines of the recently established Municipal Development

Program. Indeed, you are facing a challenging and interesting

future!

Talking about the beginnings of the resident mission, it

gives me great pleasure that I can use the occasion of my visit to

present a service award to one of you who joined the office in the

early days after its opening. Sue Hollaway, who joined the mission

in 1986, was very much part of the initial group of staff that helped

establish the office, together with our first Resident Representative,

Mr. Burney. Mr. Poortman tells me that Sue Hollaway, as Senior

Secretary to the Resident Representative, continues to play an

essential role in the day-to-day operations of the mission and, very

important, in the relations with Government officials, private sector

representatives and the press. I understand that she also had a major

hand in putting together the program for my visit. Mrs. Hollaway,

on behalf of the World Bank, I thank you for your valuable services

during the last five years and hope that you will continue to assist us



4

in the future. As a token of our appreciation, I would like to present

you with this award.

Ladies and gentlemen, thank you for the welcome you

have given to Mrs. Preston and me. I hope to speak with a number

of you personally before we embark on our field trip.

Thank you.



VISIT OF MR. PRESTON TO ZIMBABWE

(February 10 - 13, 1992)

Statement at Meeting with Senior Minister. Dr. Chidzero
and other Economic Ministers

(Thursday, February 13, 8.30 a.m.)

I. Context

Dr. Chidzero has been the Senior Minister for Finance,

Economic Planning and Development since the early 80s. Until

1991, he was the chairman of the World Bank's Development

Committee. He will be accompanied by the following:-

(i) Dr. Tichaendepi Masaya, Minister of State for Finance,

Economic Planning & Development

(ii) Minister Kumbirai Kangai & Dr. Mark Nziramasanga,

Permanent Secretary, Industry and Commerce

(iii) Minister John Nkomo & Mr. July Moyo, Permanent

Secretary, Labour, Manpower Planning & Social Welfare

(iv) Minister (Dr.) Witness Mangwende & Dr. Boniface

Ndimande, Permanent Secretary, Lands, Agriculture and

Rural Resettlement
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(v) Minister Chris Andersen & Mr. David Murangari,

Permanent Secretary, Mines

(vi) Minister (Dr.) Herbert Ushewokunze & Mr. James

Chitauro, Permanent Secretary, Energy

(vii) Minister Denis Norman & Mr. Sam Geza, Permanent

Secretary, Transport

(viii) Dr. Kombo Moyana, Governor, & Mr. Richard Wilde,

Deputy Governor, Reserve Bank of Zimbabwe

II. Suggested Message

Over the past two days I've met with senior civil servants

and private sector representatives and seen something of your

country's development efforts by visiting factories, a communal area

and commercial farming. I must say I'm encouraged by your

investment in people through education and health and by the

beginning of your structural adjustment program. However, it is

apparent that maintaining the momentum for reform and following

through with effective implementation will be critical for ultimate

success. Zimbabwe can achieve and sustain higher growth to
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complement social sector achievements but it depends on following

through with what has been started.

In particular, I would like to encourage you to press

forward with continued reform in key areas. These include:

(i) Continued sound macro-economic management through

expenditure restraint to reduce the fiscal deficit,

appropriate monetary policy to help contain inflation and

active exchange rate management to provide appropriate

incentives for exports.

(ii) Progressive liberalization of domestic prices and markets

to enhance competition and facilitate a positive supply

response from private enterprise. The role of the public

sector will need to be further reduced, in particular, in

setting agricultural prices and taking control of

agricultural marketing which, in the past, has frequently

resulted in inefficiencies and financial losses.
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(iii) Increased support to the export sector which will be the

engine for growth in the first phase of the structural

adjustment program. In addition to supportive exchange

rate management, the export sector should be provided

with incentives which will allow Zimbabwe producers to

compete on an equal basis in overseas markets, i.e., duty

free access to imported raw materials and capital goods;

automatic access to foreign exchange; access to

technology and technical assistance, etc. The recent

expansion of the Export Retention Scheme is helpful but

more will be needed to realize fully the potential for

export growth.

(iv) Deregulation of investment to facilitate modernization,

capacity expansion and employment creation. Although

reform of the regulatory system is one of the main

elements of the Government's Framework for Economic

Reform, little progress has been made so far in

dismantling the restrictive laws and procedures that are

suppressing small scale and informal sector activity.
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(v) Strengthening the Government's capacity to manage and

monitor the implementation of policy reform.

Coordinating the many parts of a comprehensive reform

program is a very demanding task and needs to receive

high priority. Such reform efforts have succeeded only

where there has been Government commitment and

adequate priority and resources given to implementation.

(vi) Reform of the public enterprise sector is necessary from

the point of view of fiscal deficit reduction and improved

operational and financial performance of key enterprises,

including public utilities. The Government has fallen

behind on its timetable to complete preparatory studies

which will lead to recommended policy reforms in this

area.

Lest I sound too discouraging though, let me note that

Zimbabwe's structural adjustment program has the strong support of

the World Bank. The Bank's Board has approved supporting loan

totalling US$175 million (of which US$50 million was IDA) only
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last month. My concern is to encourage you to press on with a task

that has begun well.



VISIT OF MR. PRESTON TO ZIMBABWE

(February 10 - 13, 1992)

Points to be raised by Mr. Preston
in his meeting with President Robert Mugabe

President Mugabe is likely to raise the status of the

structural adjustment program in Zimbabwe, explain some of the

problems that it is encountering (inflation, drought) and its initial

negative impact on the poor. He will also want to be reassured that

the Bank will continue to support the program financially as well as

use its position as chairman of the Zimbabwe Consultative Group

Meeting to encourage other donors to do the same. Mr. Preston

should confirm the Bank's strong support for the program and its

willingness to provide financial support as long as the program is

implemented in conformity with the Government's Framework for

Economic Reform, which the Bank helped to prepare. Some initial

hardships were to be expected and an appropriate social assistance

program is now in place. The drought will create additional

problems (balance of payments, subsidies, fall in incomes) but should

not detract from the need to make structural changes in the economy.
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As for structural adjustment, Mr. Preston might raise

some of the same issues raised with the economic ministers, in

particular:

* the need for continued prudent monetary policy to

underpin the reform program; the Reserve Bank might

need (external) assistance in improving its monetary

management, moving away from controls to a more

market-oriented intervention;

* strengthening Government's capacity to manage and

monitor the implementation of the adjustment program:

the challenge will be to reduce the size of the public

service while simultaneously improving its effectiveness;

* further liberalization of domestic markets and prices,

particularly in the agricultural sector: appropriate

agricultural policy could not have prevented the drought

but would have assured greater production in previous

years and thus a greater security stock.

Time permitting, Mr. Preston might raise two issues on

which President Mugabe has spoken out on a number of occasions:
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* the role of Africa/Southern Africa in a world of regional

trading blocs: will Africa be marginalized or,

alternatively, how will it ensure a position of efficient and

competitive producer in regional and world markets?

* regional integration: what would a regional community

for Southern Africa look like? What initial steps will

need to be taken to make such a community a reality?

What role might Zimbabwe and others, particularly the

Republic of South Africa (post-apartheid), play in such a

community?



VISIT OF MR. PRESTON TO ZIMBABWE

(February 10 - 13, 1992)

Lunch with representatives of the press

Thursday, February 13, 12.30 p.m.

[The Resident Mission has invited a number of

representatives of serious national and international press (written

media) to put questions to Mr. Preston about his visit and about the

World Bank in general. The lunch takes the place of a final press

conference.]

Ladies and gentlemen of the press,

I thank you for attending this lunch today and I assure

you that I am more than ready to answer the questions you may have

to put to me today.

Let me first of all tell you of my initial impressions of the

three days or so that I have been in Zimbabwe. I have greatly

enjoyed being in such a beautiful land and will cherish memories of

my visit to the Victoria Falls. I have been impressed with the

seriousness with which the government is pursuing its economic
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reform program and equally impressed by the interest on the part of

the private sector on pursuing the new opportunities that policy

reform is creating. I have had the chance with Mrs. Preston of

assessing the impact of reforms in the urban and rural areas of

Zimbabwe, and in the agricultural and industrial sectors. and last

but not least, this trip has enabled me to appreciate the breadth and

variety of interactions between Zimbabwe and the World Bank and to

learn that our contribution to the country's development is highly

valued.

Many individuals, agencies and organizations are making

a contribution to the success of Zimbabwe's economic structural

adjustment program. It would be remiss of me not to mention today

the role that the press needs to play. Ladies and gentlemen of the

press. The press has firstly, as it has been doing, to report

objectively on the process of structural change, to complement the

government's efforts to explain the program and to minimize

confusion or misapprehension. The press has secondly the

challenging role of educating the public at large about why changes

are happening and what impact these changes are expected to have.



3

This role calls on the press to sharpen its analytical tools and to

provide as much substantive coverage as possible of the program. I

would not expect every member of the press to agree on this, but

such differences are vital to ensuring a healthy and informed debate

on a program which is vital to the future of the country.

I want to assure you of our interest in the World Bank of

assisting you as far as we can in this process. Ultimately also the

World Bank cannot play its role fully in the country if the program,

and the contribution we are making to it, are not fully and accurately

explained. Beyond this lunch today therefore, let me assure you that

the resident mission of the Bank here in Zimbabwe will be more than

happy to keep you informed. In the mean time, I am ready to

answer your questions, to the extent that I will be able to.

Let me finish these remarks in asking you to let the

people of Zimbabwe know of the profound gratitude of Mrs. Preston

and myself for the warm welcome we received everywhere during

this week and of the fond memories we will cherish of this visit.

Thank you.
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COMMENTS AND REVIEW - YEAR END STATEMENT

The past year has been full of surprises and disappointments. Our profit

figure of $38 000 000, which includes substantial foreign exchange gains,

is one such surprise and is well in excess of the $20 015 000 achieved in

1990. - Equally, the annual dividend rate which increased from 8 cents to

12 cents per share is encouragingly ahead of inflation. The dedication

of our staff and workforce to produce is also worthy of comment as is our

export record of $61 398 000, 68% up on our 1990 figure. Thereafter, we

have run into production constraints that in our view must be overcome,

if we are to contribute to the success of ESAP as Zimbabwe's largest

industrial exporter. These may be summarised as follows:

Firstly, our export production target in volume terms was not met and actual

export tonnages only reached 80% of our budgetted export volumes of 5 850 tons.

This was entirely due to the shortage in cotton lint supplied to Glendale

Spinners during the year, which not only forced us to switch blends, but also

to close down earlier than usual in December. Since we add value by local

beneficiation to the lint, this outcome is extremely disappointing. Indeed,

had we sold the additional yarn our exports would have reached $75 000 000.

Secondly, the cost of exports has risen dramatically particularly in the

field of paper cartons and packaging, which we can only source through one

manufacturer. This problem is ongoing with a 46% rise contemplated this

year by this organisation, in spite of the 10% and 16% increases last year.

Why, one wonders? Transport charges too have risen steeply and no doubt will

continue to do so, but they are, in the main, linked to seafreight which is a

fairly constant US$ amount and therefore understandable.

Thirdly, interest rates have risen sharply in the last six months and our

interest cost of financing export debtors is now amongst the highest in the

world. This is in the face of depeening recession in the G.7 countries, a

stalled G.A.T.T./Uruguay round agreement and anti-dumping legislation in Europe

in yarns emphasising the competitive nature of the market. From this point

onwards it is becoming increasingly difficult to finance exports on a growing

basis.

Fourthly, payment by Government of the 9% Export Incentive Scheme claims is

now in arrears by six months and furthermore we have recently received a dis-

turbing letter (dated 21st January 1992) from Customs & Excise stating that they

have run out of funds to make payment for this incentive. At the year end our

2/....
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incentive claims not yet paid stood at.$3 087 000.

Finally, and by no means the least of importance, the investment decision
making process by the various authorities is still painfully long and has
jeopardised our export potential. This export potential has been
considerably enhanced by the Z$ devaluation,- but because of our difficulty
in gaining approvals to install the necessary plant and equipment quickly
that would create larger quality output from our mills, we are unlikely to
take full advantage of this window of opportunity. With local costs rising
inexorably, our 'export competitiveness will be sharply reduced in a short
span of time and investment decisions to expand more difficult to justify.

FACTORY DEVELOPMENTS

GLENDALE SPINNING DIVISION

There was considerable improvement in the value added potential of Glendale

by the introduction of a combing line. In additi3n the quality of our open-3ed

yarn was improved by the introduction of five new machines. It is hoped that

the Zimbabwe/Swiss Mixed Credit scheme will have approval timeously in Switzerland
to allow us to accelerate ringspun production capacity in finer counts, as well

a balancing out our production potential to maximise output on a linear basis.

KADOMA TEXTILES DIVISION

Kadoma has also improved its capacity considerably by utilising I.F.C. funds in the
sizing, warping and weaving departments. Its weaving department-and bleached yarn
capacity should also expand under the Zimbabwe/Swiss' Mixed Credit scheme.

M1ARTIN FIELD KNITTING DIVISION

Martin Field Knitters has made substantial progress and we were fortunate

enough to employ a U.K. trained dyehouse and finishing specialist. The

Nnitting division's capacity has increased by a further two machines and
once our combed yarn is on stream >Martin Field Knitters should be able to
offer both carded and combed fabric for the local and international markets.

MARTIN FIELD SPINNING DIVISION

is with regret we report that this division still remains dorman: and it

is our only factory where machinery stands idle and in a semi-operational state,

:ut this is entirely due to a shortace of lint and the fact that we as a Group

rave a lint quota. It is hooed that the Cotton Marketino Board will recocnise

3/ ...
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our claim for -lint for this expansion and deliver it on the same footing
as any new entrant or any other expansion programme in yarn spinning in
Zimbabwe.

EMPLOYMENT AND STAFF

It is sad to report that little progress has been made in improving employment
numbers. This in the main is due to all the aforementioned problems, but also
our-very narrow skills base, which is hard put to keep our mills running
satisfactorily, scarcely has the time or the necessary expertise to train
people to attain the skills necessary to be able to achieve m-aximum output
or added value from our respective plants.

FORECAST FOR 1992

Given the likelihood of world recession and substantial changes in Eastern
Europe and indeed in Zimbabwe, it is difficult to make a meaningful forecast
about your Group's prospects. It is important to stress, however, that our
management is dedicated to overcoming obstacles and hopefully given the
Investment Centre's support for our Stenter project at Kadoma inthe near
future, we can anticipate sales in-tie-order of $135 000 000, of which exports
sthould account for $80 000 000. This increase would largely emanate from
Kadoma and would be entirely dependent firstly on the aforementioned Stenter
approval and secondly on an adequate lint supply to Glendale and to

Martin Field Spinners. Our export orders at competitive prices
are increasing significantly.

However, shareholders should be advised that our profit growth is unlikely to
match the 1991 results, because it is only reasonable'to anticipate that the
ZS will devalue henceforth against the G.7 hard currencies on the basis of.
inflationary cost differentials as between the respective economies.. This will
ensure Zimbabwe's ongoing export competitiveness. Additionally, the cost
and quantity of lint' that is supplied to us from the Cotton Marketing Board
is of growing concern particularly in a world where many countries, in order
to gain hard currency, massively subsidise exporters in one way or another.

It is with relief that we learnt the 9% Export Incentive would continue
until June of this year and another scheme would be put in its place thereafter.
Much depends on this scheme as it will signal whether we can survive as a
growing exporter or alternatively we will have to channel our effor:s to the
internal market in future.

In the past your Board has made a profit forecast at this time, but in view
of all these uncertainties is unable to do so, but does undertake to give
a forecast in this year's annual report which will be published by -ay of this year.



VISIT OF MR. PRESTON TO ZIMBABWE
(February 10 - 13, 1992)

GENERAL BRIEF: UPDATE

Since the briefing book for Mr. Preston's visit to
Zimbabwe was prepared in December 1991, a number of
developments have taken place which should change, to some extent,
the main messages to be conveyed to Government, i.e., Minister
Chidzero, the economic ministers and President Mugabe. These
developments, which have already been covered in a number of new
briefs, are the following:

(i) The ongoing drought and, in particular, Government's
failure so far to come up with an effective plan to deal with the
impending food shortage; moreover, plans to deal with the
drought's BoP and budgetary impacts have not been prepared.

(ii) The draft Land Acquisition Bill which, if approved by
Parliament in its current version, could have a negative impact
on commercial agriculture as well as Zimbabwe's overall
investment climate.

(iii) The delay in the announcement of the first phase of the
civil service reform/reduction program which was widely
expected to take place in early January.

These developments, as well as concerns about delays in
the adjustment of important prices (power, fuel) have contributed to
an atmosphere in which the country's donors tend to disregard
Government's significant achievements in structural adjustment
during the last 9 - 12 months. Rather, there is a growing concern
about the Government's future commitment to the reform program as
well as its capacity to implement it in a coordinated manner.
Whereas we believe that such concerns are unjustified, at least at this
stage, it is important that the Government is made aware of these
concerns which will be raised at the upcoming Consultative Group
Meeting in Paris. The draft Land Acquisition Bill, in particular, is
likely to be discussed extensively in Paris. Some donors seem likely
not to pledge any additional resources to Zimbabwe at this time or,
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as a minimum, make disbursements on new commitments conditional
upon modifications being made to draft the legislation.

As set out in our brief, we share some of the concerns
about the draft Land Acquisition Bill, in particular its method of land
valuation. Similarly, the delay in mounting an effective drought
relief effort is of concern to us. As for civil service reform, we still
believe that an announcement will be made shortly; but reinforcing
the need for quick action in this area might be useful. Our message
to the Government should, however, remain balanced, i.e., we
should indicate our continued support to the adjustment program as
long as it is implemented in line with Government's plans outlined in
its Letter of Development Policy while stressing the need to deal
effectively with the concerns expressed above. The second tranche
review of our SAL, scheduled for June 1992, will provide an
opportunity to assess progress.
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VISIT OF MR. PRESTON TO ZIMBABWE

(February 10 - 13, 1992)

THE PROPOSED LAND ACQUISITION BILL IN HISTORICAL

PERSPECTIVE

The land problem originates from the colonial period

when, through several pieces of legislation, the country was divided

into two basic blocks along racial lines. Half of the country's

agricultural land, largely located in the higher rainfall areas and with

better land resources, was reserved for the whites. Blacks were

forcibly moved out of these areas and settled in over-crowded, agro-

ecologically inferior areas now called communal areas.

The land issue became one of the major political issues

during the liberation struggle and was one of the main issues of

discussion at the Lancaster House negotiations that led to

Zimbabwe's Independence from Britain in 1980.
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A compromise solution, which entailed a process of

gradual redistribution of land in the Large Scale Commercial Sector

(LSCS) through the resettlement program, was agreed. In order to

protect the interests of the white farmers, however, the British

imposed a clause in the Independence Constitution which effectively

barred the Government from acquiring land, other than that offered

willingly, from the LSCS during the first ten years. This clause was

accepted by the liberation movements very reluctantly, and this

Government has always maintained that these conditions were

imposed against their will, and impinged on its sovereignty, (as well

as being a major cause for its failure to fulfil the political

expectations for land redistribution). Hence the desire to remove

them soon after the expiry of the ten year period in April 1990.

In many people's minds, particularly in communal areas,

success or failure of the Government is measured by the extent to

which the land redistribution issue is resolved. Most of the land

that became available to Government through the willing

seller/willing buyer method was, however, in marginal areas not

suitable for intensive cropping and therefore not ideal for the

resettlement of smallholders. Land in the more suitable high



potential areas was not being offered to Government and tended to be

traded only in the private market. Although Government attempted

to close this loophole when in 1985 it amended the Land Acquisition

Act, giving it the right of first refusal on all agricultural land on

offer for sale, this did not result in a dramatic increase in the

availability of the right land. Since Independence, the Government

has only been able to transfer about 3 million out of 14 million

hectares from the white farmers to black smallholders through the

resettlement program. Only 55,000 families have been resettled and

the program has not had a significant impact on alleviating the

pressure on land in the communal areas. The electorate is impatient

and the Government is under pressure to increase the pace of land

redistribution. Hence it has been moving, since 1990, to remove the

constitutional constraints to satisfy these expectations.

In June 1990 the Government announced a national land

policy, the major element of which was its target for the further

transfer of an additional five million hectares of land from the

commercial sector through the resettlement program. The overall

target for the resettlement program was thus set at 8 million hectares

and 162,000 families, to be achieved by the end of the second five



year national development plan period in 1996. Later in 1990, the

Government proceeded to amend the constitution, removing the

constraining clause on land acquisition procedures.

These amendments, now contained in the new (draft)

Land Acquisition Bill, effectively remove limitations on the

Government's right to acquire land compulsorily. It can now resort

to compulsory acquisition in the case of unwilling sellers. The

Government has, however, stated that it would prefer to use the

willing seller/willing buyer method which is more acceptable to all

parties, and will continue to use this method for most of its

purchases. These changes are expected to result in an increase in

the availability of land for resettlement but the commercial farming

community are unhappy with the Bill as they fear that Government

can now grab any land at will and at well below market prices.

However, we hope Government will be reasonable in the

implementation of this Bill.

We are concerned that while the Bill provides that fair

prices shall be paid promptly for land acquired by Government in the

so called "non-designated" areas, these principles do not apply to
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"designated" areas where we fear that fair compensation may not be

paid, and in a timely manner. The criteria for determining

compensation levels for land in "designated" areas, as set out in

Schedule 1 of the proposed Bill, are very unsatisfactory. Clause 3

and 4 are particularly unfair as they preclude any compensation for

investments, such as buildings, which Government may not utilize

after acquisition (or resettlement). This is a potentially harmful

provision as it may discourage new investment on farms while

existing investments may be allowed to deteriorate by farmers in

anticipation of "below cost" acquisition by Government, resulting in

a general decline in productivity in this sector which may have very

negative consequences for economic growth. Some land owners may

find themselves bankrupt and highly indebted if a true valuation of

their investments is not paid by Government. The banks, which are

lending substantially to farmers on the basis of the market value of

these investments, could also be adversely affected. We would

therefore hope that the Government will be persuaded to drop these

clauses so that all land owners are compensated for the full value of

their investments, and that such compensation is paid promptly.
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The amendments to the Constitution leading to the Bill,

should be seen primarily as political since the reasons for the failure

of the resettlement program are not only related to the availability of

land but also to constraints on the financial and implementation

capability of Government. The Bill should be viewed as a question

of constitutional sovereignty, i.e. the removal of constraints on a

sovereign Government's right to self-determination on constitutional

issues. The removal of the impositions of the Lancaster House

Independence Constitution only restores rights that the Government

believes a sovereign state should have on issues relating to

compulsory acquisition of private property, as is common the world

over. The rights of the individual are still protected through the

legal system.

The commercial farmers, with strong support from the

British, are lobbying vigorously against this Bill. We, however,

believe that while the Bill is certainly defective in some areas.

particularly in the areas of compensation determination and payment

for land in the "designated" areas, our strategy should be to persuade

Government to correct these deficiencies as it will not be intimidated

into dropping the Bill. The current situation where 4.000 large scale
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farmers, mainly whites. hold 11 million hectares while more than 1

million smallholders have access to only 14 million hectares is not

morally justifiable and is not sustainable. But land redistribution

should be done in a manner that is fair and economically sound.

While we need to point out areas of concern, the Bank should also be

careful not to be seen to side with the white commercial farmers in

this mainly internal debate which is increasingly taking racial

dimensions. There is a real danger of the farmers doing more harm

to their cause if they succeed in persuading donors to withhold their

support for the structural adjustment program because of this Bill.

Such an outcome could lead to a severe backlash from Government.
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(February 10-13, 1992)

BRIEFING ON THE DROUGHT SITUATION IN ZIMBABWE

The normal rainy season in Zimbabwe runs from early

November to mid-March and half way through the season more than

80% of the country has received less than 50% of normal rainfall.

The country is thus facing a very serious drought which will have

severe consequences throughout the economy, particularly in

agriculture and industry, and this will inevitably have serious

implications for the implementation of the structural adjustment

program. This drought follows a similar dry season last year and

comes at a time when most major dams, particularly in the south of

the country, have very low levels of water while the country has also

no reserve stocks of the staple food, maize.

In the agricultural sector, production levels will be

significantly reduced. Latest reports indicate that, with the exception

of irrigated tobacco, there is widespread failure for most crops,

including maize, small grains, cotton and oilseed crops as well as

dryland tobacco. In the livestock area, pastures in most communal
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areas are in poor condition and already more than 10,000 cattle are

reported to have died due to lack of grazing. These deaths taken

together with the emergency sale of cattle in most areas are likely to

lead to acute shortages of draught power which will affect future

agricultural productivity in the smallholder sector. Particularly hard

hit are the communal and resettlement schemes, especially in the

south of the country. Not only will rural incomes be drastically

reduced, national food security is threatened and imports of food

crops, such as maize, sugar, milk and vegetable oils, may become

necessary. It is estimated that as much as 50% (up to 600,000

tonnes) of the country's maize requirements may have to be imported

in the coming year. Government will have to allocate more

resources to the drought relief program which is expected to increase

from 1 million people in 1991 to over 2 million this year.

Agricultural exports, which in 1990 accounted for about 40% of the

country's export earnings, will this year be drastically reduced while

output of agro-based industries will also be affected. The anticipated

shortfall in sugar production, for example, will result in a significant

reduction in ethanol production leading to increased fuel imports.
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In the urban and industrial sectors the drought is causing

serious problems in the availability of water for domestic and

industrial purposes with many cities and towns now rationing water.

Particularly affected are the large industrial cities of Bulawayo,

Mutare and Masvingo as well as other small towns in the south. In

Bulawayo, for example, it is reported that industrial water allocations

have been cut to 80% and may further be reduced shortly. These

shortages will inevitably result in cuts in industrial output, while

expansion plans may have to be delayed with serious consequences

for the economy and employment creation. One sector which is

particularly badly affected is the construction industry where water

rationing has forced postponement of many building projects,

including housing projects.

The drought does not augur well for the success of ESAP

in the coming year as both agricultural and industrial production are

likely to be reduced while more resources than originally planned are

diverted from the productive sectors to food security. On the

positive side, however, the drought has forced the Government to

rethink its food security and bulk water supply strategies. We are

likely to see drastic increases in agricultural producer prices,



4

accompanied by other incentives to encourage increased food

production and conservation of water, and more emphasis given to

water development projects both in the rural and urban areas.



PR NO 35

November 14, 1991

EDWARD GIBSON LANPHER
UNITED STATES AMBASSADOR TO ZIMBABWE

Edward Gibson Lanpher, a Career Member of the Senior
Foreign Service, Class of Minister-Counselor, was sworn in
on November 8, 1991 as the United States Ambassador to the
Republic of Zimbabwe. He succeeds J. Stephen Rhodes.

Mr. Lanpher joined the Foreign Service in 1966; his
first assignment was to the United States Embassy in Tel
Aviv. In 1969, he was posted to Gabon where he served as
Political Officer until 1971. From 1971 to 1973, he
served as the in the Executive Secretariat at the
Department of State in Washington, D.C. Mr. Lanpher
served as Personnel Officer in the Department from 1973 to
1975 and as Special Assistant to the Director General of
the Foreign Service from 1975 to 1976. He was a Political
Science Fellow on Capitol Hill from 1976 to 1977. From
1977 to 1979, Mr. Lanpher was the Legislative Management
Officer in the Office of Congressional Relations at the
Department of State. In 1979 he returned overseas and
served as Political Officer in London. He was the Deputy
Chief of Mission -in Harare, Zimbabwe from 1982 to 1986.
Mr. Lanpher was the Director of the Office of Southern
African Affairs at the Department from 1986 to 1989. From
1989 until 1991, he served as the Deputy Chief of Mission
at the American Embassy in Canberra, Australia.

Mr. Lanpher was born in Richmond, Virginia in 1942.
He received his B.A. from Brown University in 1966. He is
married to June M. Kronholz and has three sons.

:ur. finrtmar infcarmnct~vi lcguntcmt:



International Finance Corporation
Regional Mission for Southern Africa

Proposed Visit of Mr. Preston to
Zimbabwe Spinners and Weavers (ZIMSPIN) Limited

February 12, 1992

In attendance to receive Mr. Preston will be Mr. Peter
Dorward, the Executive Chairman, Mr. F. Badat the Managing
Director of Glendale and Mr. K. Tsingo the Group Secretary and
Financial Director.

Mr. Dorward has held the position of Executive Chairman
since 1985 and is also the Chairman of Schweppes and Tedco.
Mr. Badat and Mr. Tsingo have been with the company prior to 1983
and have climbed their way through the ranks of Zimspin making
the management team strong and successful.

The sponsor, ZIMSPIN, is a locally owned and controlled
company whose shares are openly traded on the Harare Stock
Exchange. Its shares are widely distributed with institutional
shareholders controlling an estimated 44% of the outstanding
capital. It is the largest manufacturing exporter in the
country.

The project involves modernization and expansion of the
company's spinning and weaving mills located in Glendale and
Kadoma respectively aimed at increasing yarn production capacity
from 7,320 tons to 8,425 tons (a 15% increase), loomstate cloth
capacity by 2.83 million linear meters per annum, and enhance
production efficiency.

All equipment financed by the IFC loan has been installed
and is already operational. The project was completed in May
1991, six months ahead of schedule.

The major problem facing the spinning mill is the
availability of lint. Monthly supplies from the Cotton Marketing
Board were cut by 20% during the first half of this calendar year
and 25% for the remainder of the year. This is mainly as a
result of falling cotton production due to inadequate producer
prices. This problem is expected to be resolved in the context
of the structural adjustment program which envisages liberalizing
the marketing of all agricultural commodities including cotton.

The company's financial performance has been impressive with
sales revenue increasing by about 36% between FY89 and FY90.
Turnover for the just ended FY91 is estimated at Z$99.94 million
(US$20.4 million). The company's net income has significantly
improved from Z$10.8 million (US$2.2 million) in FY89 to Z$20.3
million (US$4.1 million) in FY90. Profit margins increased from
21.5% in FY89 to 29.8% in FY90. The profit margin for FY91 is
estimated at 29.7% and is expected to improve to 30% in FY92.

The outlook for the company is positive.



HIS EXCELLENCY MR. ROBERT GABRIEL MUGABE
President of the Republic of Zimbabwe

First Secretary and President of ZANU (PF)

Born on February 21, 1924 at Kutama mission, west of
Harare, the President received his early education at the mission and
worked as a teacher from 1942-49. He obtained a BA from the
University of Fort Hare in South Africa in 1951 returning to
Southern Rhodesia in 1957 and taught at various schools while
studying by correspondence for a Bachelor's degree in Education
which he obtained in 1954. In 1955 he went to teach at Chalimbana
Training College in Zambia, where he remained until mid 1958. In
1959 and 1960 he taught at St. Mary's Training College in Ghana,
where he met his late wife, Sarah Hayfron. (His wife died on
January 27, 1992.)

In 1960 Mr. Mugabe was elected to the position of
Publicity Secretary for the National Democratic Party (NDP),
assuming the same office for ZAPU in 1961 after the NDP had been
banned. In 1962 his political activism led to a three month
restriction order within his home area in Zvimba. Arrested in 1963,
he escaped to Tanzania and when ZANU was formed on August 8,
that year he was elected Secretary-General.

On returning home he was arrested once again and for
the following 10 years was detained or imprisoned at Wha Wha
Detention Camp, Sikombela and Salisbury Maximum Security
Prison. He was released in November 1974 and escaped to
Mozambique in 1975 to lead and direct ZANU's armed struggle.
During his years in detention he obtained a B.Sc., an LLB, and BA
(Admin) and a B.Ed through correspondence and also spent
considerable time tutoring fellow detainees. At the time of his
release he was studying for a Master of Law degree.

In Mozambique in October 1976, Mr. Robert Mugabe
was elected President of ZANU and Commander-in-Chief of the
Zimbabwe African National Liberation Army - ZANLA forces. As
joint leader (with Mr. Joshua Nkomo) of the ZANU/ZAPU wartime
alliance, the Patriotic Front, at the Lancaster House Conference in
1979 he successfully negotiated independence for Zimbabwe and an



end to the liberation war. He returned from exile in January 1980
and led his party to victory in the elections held in February that
year winning 57 of the 100 parliamentary seats. In April that year
he became the first Prime Minister of the Republic of Zimbabwe and
following the unity agreement between ZANU and ZAPU and
constitutional changes in December 1987, Mr. Mugabe was elected
to the post of Executive President.

Although initially proclaiming to follow socialist
ideology, the President has, since 1980, succeeded in pursuing
pragmatic policies which have not compromised the principles and
policies of his party while maintaining and building on the inherited
economic infrastructure. He is strongly committed to the structural
adjustment program. He has had a number of local and international
honors bestowed upon him and is widely regarded as an outstanding
African statesman. His election to the chairmanship of the Non-
Alignment Movement in Harare in August 1986 is considered to be
the highest peak of his international career.



THE HON. SIMON VENGAI MUZENDA
Vice President of Zimbabwe

Member of Parliament - Gweru

Mr. Simon Muzenda was born on October 28, 1922 in
Gutu, Masvingo Province. He was educated at Nyamandi School,
Gokomere Mission and Domboshawa. He then left for South Africa,
where he studied for a Diploma in Carpentry at Marianhill College.
After completing the course in 1948, he taught at Mazenod
Secondary School, Mayville, until 1950, when he returned to
Zimbabwe.

Back home, Mr. Muzenda first worked at a furniture
factory in Bulawayo and later opened his own workshop in
Barbourfields suburb in 1953. Mr. Muzenda has been involved in
nationalist politics since the early 1950s when he was the Secretary
for the Voice Association, a nationalist political pressure group and
was also instrumental in the founding of the Barbourfields Tenants'
Association, one of the earliest bodies established in the country to
articulate the concerns of the black urban residents. He later moved
to Midlands town of Mvuma, where he set up another carpentry
workshop.

He was one of the founder members of the National
Democratic Party (NDP). As Chairman of the Mvuma Branch, he
worked hard to establish other branches in the district and was
subsequently elected Organizing Secretary for the party for Masvingo
Province, later becoming Administrative Secretary for ZAPU
(Masvingo Province).

In 1962, he was arrested at Zvishavane for what the
colonial authorities considered a seditious speech and was sentenced
to 12 years in prison but served for only two years. He was released
in time for ZANU's First Congress, where he was elected Deputy
Organizing Secretary.

Mr. Muzenda was placed under detention at Wha Wha in
Gweru, Sikombela and Harare from 1966. While in detention, Mr.
Muzenda pursued private studies and passed seven GCE O-level
subjects and three at advanced level. He also sat the London



Chamber of Commerce Examinations and passed the Intermediate
Certificate level in English and the Higher Certificate level in
economics.

He moved to Mozambique in 1976 and worked closely
with Mr. Mugabe in planning and prosecuting ZANU's armed and
diplomatic struggle for the liberation of Zimbabwe. He became the
party's Vice President in 1977.

Mr. Muzenda was elected to the House of Assembly in
1980 after he was appointed Deputy Prime Minister and Minister of
Foreign Affairs. He relinquished the post of Minister of Foreign
Affairs in 1981. He retained his post in the ZANU (PF) Central
Committee and became the party's Vice President and Second
Secretary at the second congress of the party in 1984. He was re-
elected to the House of Assembly in 1985 and retained his post as
Deputy Prime Minister until the end of 1987, when he was appointed
Vice President.

Mr. Muzenda is married and has eight children, one of
whom was killed in a raid by Rhodesian forces at Chimolo,
Mozambique.



THE HON. DR. JOSIUA MQABUKO NKOMO
Vice President

Member of the House of Assembly - Magwegwe, Bulawayo

Dr. Joshua Nkomo was born in 1917 near Bulawayo. He
received his early education in Zimbabwe then left for South Africa,
where he gained a Diploma in Social Science and a BA degree in
Economics and Social Science. In 1947 he was appointed Social
Worker on the Rhodesia Railways, a post he held until he was
elected Secretary of the Railway African Workers' Union in 1951.

He entered national politics in 1952, when he was elected
President of the African National Congress (ANC) and attended a
conference on the proposed Federation of the Rhodesia and
Nyasaland in London. He was opposed to the scheme. The ANC
was banned in 1956 while Nkomo was abroad and he remained in
London while travelling widely to state his case to the world.

A new party - the National Democratic Party (NDP) -
was formed and on his return, Dr. Nkomo was elected President in
October 1960. He led the NDP delegations to the Federal Review
Conference in London and the Southern Rhodesia Constitutional
Conference in Salisbury (Harare).

Dr. Nkomo was elected president of the Zimbabwe
African People's Union (ZAPU) when NDP was banned in 1962. In
August 1964, Dr. Nkomo, along with many other nationalist leaders
were arrested and remained in detention until 1974.

In January 1977, Dr. Nkomo went to Lusaka, Zambia,
from where he directed the activities of ZAPU within the Patriotic
Front, formed in October 1976 between ZAPU and ZANU with Dr.
Joshua Nkomo and President Robert Mugabe and co-leaders.

In the February 1980 elections, his party PF-ZAPU won
20 seats in the House of Assembly. He was appointed Minister of
Home Affairs and later moved to the Ministry of the Public Service,
and then became Minister without Portfolio. In a 1982 cabinet
reshuffle, Dr. Nkomo was dropped, together with some of his party
members who held ministerial posts.



Talks began in October 1985 between ZANU(PF) and
PF-ZAPU, culminating in the historic unity agreement signed by
President Mugabe and Dr. Nkomo on December 22, 1987. On
January 2, 1988 he was appointed Senior Minister in the President's
Office, responsible for the supervision of several development
ministries and was appointed Vice President in January 1990.

Dr. Nkomo is a very respected and influential political
leader with strong backing from his constituency and has recently
become one of the President's closest advisors.

Dr. Joshua Nkomo is married and has four children.



THE HON. DR. BERNARD T. G. CHIDZERO
Senior Minister for Finance, Economic Planning & Development

Dr. Chidzero was born on July 1, 1927. He first
attended a farm school and then went to Kutama, where he obtained
a scholarship to Marianhill, Natal. In 1949 he gained a first-class
matriculation, and a scholarship to study at Roma University in
Lesotho. He graduated B.A. (University of South Africa) in 1955
with a distinction in Psychology.

Dr. Chidzero then enrolled at Ottawa University and
graduated MA in Political Science. He was awarded an Alexander
MacKenzie Fellowship in Political Science at McGill University,
Montreal. In May 1958, he received his Doctorate of Philosophy.

After receiving his doctorate, Dr. Chidzero worked at
Nuffield College, Oxford, studying labor problems in Tanzania. In
July 1959, he returned to Zimbabwe, and by means of a grant from
the Ford Foundation, carried out research into political developments
in the then Federation.

In 1960, Dr. Chidzero took up a post as an assistant
research worker with the United Nations Economic Commission for
Africa in Addis Abbaba. Three years later he was appointed
Representative of the United Nations Technical Assistance Board and
Director of the Special Fund Programme in Kenya. In 1966 he was
made resident representative of the UN Programme in Kenya.

Two years after that he became Director of the
Commodities Division of UNCTAD and at the time of his Cabinet
appointment in April 1980, Dr. Chidzero was Deputy Secretary-
General of that organisation.

Dr. Chidzero joined the National Democratic Party in
1960 and, since 1963, he has been a strong supporter of ZANU
(PF).

In October 1976, he was elected as an economic and
political adviser to the nationalist delegations at the Geneva
Conference.



Dr. Chidzero was appointed Minister of Economic
Planning and Development and Senator in 1980. When the
ministries of Finance, Economic Planning and Development were
merged two years later, he was given the combined portfolio.

In 1984, he was elected to the ZANU (PF) Central
Committee. The following year he was elected to the House of
Assembly and retained his ministerial portfolio. In January 1988 he
was designated Senior Minister of Finance, Economic Planning and
Development, with additional supervisory functions in economic
issues.

Dr. Chidzero is a member of the following: United
Commission for Development Planning; World Commission on
Environment and Development; Board of the World Institute for
Development Economics and Research (United Nations University);
Board of Trustees of the Dag Hammerskjold Foundation; North-
South Roundtable; Board of the Vienna Institute for Development;
Society for International Development (President of the Zimbabwe
Chapter); and was Chairman of the Development Committee of the
World Bank/IMF from 1986 to 1990. Dr. Chidzero ran for the post
of UN Secretary-General in 1991 but narrowly lost to Dr. Boutras
Ghali.

Dr. Chidzero is married and has four children.



THE HON. MR. CHRISTIAN ANDERSEN
Minister of Mines

Born in Johannesburg on December 14, 1935, Chris
Andersen moved with his family to Zimbabwe in 1938. He attended
Prince Edward Boys' High School and later went to Rhodes
University in South Africa, where he obtained BA and LLB degrees.

After he left university, he worked with the Attorney-
General's Office for a short while. He then went into practice at the
Bar in 1961. He was appointed Senior Counsel in 1974 and became
leader of the Bar i 1976.

Mr. Andersen became a member of Parliament in 1974
on the Rhodesian Front ticket and was appointed Joint Minister of
Justice, Law and Order and Public Service in November 1978 in the
interim government. In the Muzorewa Government he was
appointed Minister of Justice, in which capacity he attended the
Lancaster House Conference.

In 1982 he left the Rhodesian Front to become an
independent member of parliament. In the same year, he was
appointed Minister of State (Public Service) in the PM's Office.

He was Chairman of the Parliamentary Caucus of
Independent members of Parliament until 1984, when he remained an
independent while the other members formed the Independent
Zimbabwe Group as a political unit.

In 1986 he was elected as an independent for the while
roll constituency of Mount Pleasant. In 1987, when the white roll
seats were abolished, he was re-elected as an independent non-
constituency MP. After the 1990 General Elections he was
appointed to Parliament as a non-constituency member and Minister
of Mines.

Mr. Andersen is married with three children.



THE HON. MR. KUMBIRAI MANYIKA KANGAI
Minister of Commerce and Industry

Member of the ZANU (PF) Central Committee
Member of the House of Assembly - Buhera South

Mr. Kumbirai Kangai has been actively involved in the
liberation struggle for much of his life.

He was born on February 17, 1938 and was educated at
Makumbe Mission, Buhera, and Zimuto Secondary School. He then
went to Mutare Teacher Training College in the early sixties, after
which he taught at several schools.

When ZANU was formed in 1963, he became one of its
leading activists, consequently being arrested in 1964. He lost his
teaching post but was fortunate enough to obtain a scholarship to the
United States in 1965. He studied Public Health and Clinical
Laboratory Pathology at the University of California until 1972.

In America Mr. Kangai was active in mobilizing public
opinion and material support for ZANU and later became the party's
Chief Representative in North America.

In 1973 he left for Zambia and was elected member of
the Revolutionary Council of ZANU, as Secretary for Labour and
Social Welfare. Mr. Kangai was made a member of the party's
Central Committee in 1977 at Chimoio, Mozambique, with
responsibility for Transport and Social Welfare.

Mr. Kangai was very active in organizing international
assistance for ZANU, especially for the welfare of thousands of
Zimbabwean refugees in Mozambique. He was a key delegate at all
the conferences that were convened in efforts to find a solution to the
Zimbabwean problem.

He was elected to the House of Assembly in 1980 and
subsequently appointed Minister of Labour and Social Welfare. He
retained that portfolio until 1984, when he was made Minister of
Industry and Technology.



At the ZANU (PF) Second Congress, he retained his
position in the Central Committee. He was re-elected to the House
of Assembly in 1985 and appointed Minister of Energy and Water
Resources and Development and was appointed to his current
portfolio of Minister of Commerce and Industry in April 1990.

Mr. Kangai is married and has seven children.



THE HON. DR. WITNESS PASICHIGARE M. MANGWENDE
Minister of Lands, Agriculture & Rural Resettlement

Dr. Witness Mangwende was born in Charter on October
15, 1946. Brought up in Buhera, he was educated at Zimuto
Mission, Goromonzi Government School and the School of Social
Work. Thereafter he went to the then University of Rhodesia, where
he was heavily involved in student and nationalist politics.

His party activism and militancy led to his expulsion
from the university, where he had become President of the Students'
Union. Mr. Mangwende then went to the University of Southampton
in England, where he was awarded a BA degree in International
Relations. Thereafter, he attended the London School of Economics
and obtained a Doctorate in International Relations.

While in Britain, Mr. Mangwende was President of the
Zimbabwe Students' Union, the ZANU wing of the students'
movement. In 1979 he was appointed Chief Representative of the
party in Mozambique and represented it at various international
conferences.

He was elected to the House of Assembly in 1980 and
was appointed Deputy Minister of Foreign Affairs. The following
year he was appointed Minister of Foreign Affairs and after being re-
elected to the House of Assembly in 1985, he retained his cabinet
post. Mr. Mangwende was appointed Minister of Information, Posts
and Telecommunications in January 1988 and to his current portfolio
of Minister of Land, Agriculture and Rural Resettlement in April
1990.

He is married.



Dr. Kombo J, Hoyana, Governor of the Reserve Bank of Zimbabwe. Dr. Moyana,
born in 1942, studied at Columbia University, New York, where he obtained a
B.S. (1967), an M.A. (1971), and a Ph.D. (1973) in International Finance,
Trade and Economic Planning. He was a Research Fellow at the Institut de
Developement Economique et de Planification in Dakar (1972), and a Fellow
at the United Nations Institute for Training and Research in New York
(1970), researching development problems and the new international economic
order. From 1974 to 1980, he worked at' UNCTAD in New York and Geneva as an
economist in the Division of Money, Finance and Development. He
participated in the UN Study, Economic and Social Survey of Zimbabwe (1978-
80), and was also seconded to the then Ministry of Economic Planning and
Development in charge of the Economic Planning Branch (1980). He was
appointed Deputy Governor of the Reserve lank of Zimbabwe in 1980, and
Governor in 1982.



THE HON. MR. JOHN LANDA NKOMO
Minister of Labour, Manpower Planning and Social Welfare

Member of the House of Assembly - Nyamandlovu
Member of the PF-ZAPU Central Committee and

Secretary for Publicity and Information

Mr. John Nkomo was born in Tsholotsho in 1934 and
was educated at the Mange Methodist School, The seventh Day
Adventist School of Mazibisa, St. Ninian's, Solusi Mission and
Lower Gweru Mission, where he did his Teacher's Diploma.

On leaving school, he worked as a stores assistant at a
Bulawayo clothing factory. Later, he taught at a mission school.

He joined the African National Congress in the late 1950s
and became an office bearer in the African Teachers' Association
and became interested in civic affairs, which resulted in his
appointment as secretary of the local residents' association. In 1964
he was a founder member of what was later to become the Bulawayo
African United Residents' Association and became its first secretary.

After the ANC was banned, he joined, in succession, the
National Democratic Party, ZAPU and the People's Caretaker
Council. In 1965 he was imprisoned and the following year he was
arrested again and sent to Gonakudzingwa Restriction Area, where
he spent two and a half years. During this time he passed six
subjects at '0' level, two at A level and a Diploma in Finance.

Upon his release in 1968, he joined a Bulawayo
packaging company as a ledger clerk, a post he held until 1975. He
was a founder member of the African National Council in 1971 and
served as Secretary of the Education Committee. In 1973 he was
appointed Deputy Secretary-General.

Mr. Nkomo participated in the 1974 Lusaka talks and
thereafter travelled extensively in Europe and Africa, representing
the ANC external wing. He attended the Victoria Falls talks in 1975
and the Geneva Conference in 1976, the Malta talks in 1977 and the
Lancaster House talks in 1979.



In 1977 he was seriously injured by the parcel bomb that
killed Mr. Jason Moyo, a senior member of ZAPU, in Lusaka,
Zambia. He was ZAPU's Secretary for Administration then.

Mr. Nkomo was elected to the House of Assembly in
1980 and the following year he was appointed Deputy Minister of
Industry and Energy Development. In 1982 he became Minister of
State in the Deputy Prime Minister's office and two years later he
was appointed Minister of State in the Prime Minister's office. He
was relieved of his duties in November 1984.

In the 1985 elections, he was re-elected to the House of
Assembly and was appointed Minister of Labour, Manpower
Planning and Social Welfare in January 1988, a post which he has
held since.

Mr. Nkomo is married and has 5 children.



THE HON. MR. DENIS ROBERT NORMAN
Minister of Transport and National Supplies

Mr. Denis Norman has spent a considerable part of his
life in the farming community in Zimbabwe, actively involved in
various bodies concerned with the farming industry.

He was born in Chalgrove, England, on March 26, 1931.
He was educated at Carlton House and Bloxham School, where he
obtained his Joint Oxford/Cambridge Certificate in 1947. On leaving
school, he worked on the family farm in England until 1953, when
he came to Zimbabwe. Mr. Norman worked as a farm assistant,
then farm manager, until he bought his own farm in 1959. He has
been chairman of various agricultural organisations including the
Grain Producers' Association. In 1978 he was elected President of
the Commercial Farmers' Union, in which capacity he attended the
Lancaster House Conference the following year.

Although he has always been a non-party member, Mr.
Norman was an active opponent of the Rhodesian Front from 1962
onwards. In 1980 he was appointed Senator, and Minister of
Agriculture, a post he held until 1985. Following the abolition of
reserved seats for whites in Parliament, he was elected to the Senate
in 1987. He was appointed to Parliament as a non-constituency
member after the 1990 General Elections and to his current portfolio
in April 1990.

Mr. Norman is director and chairman of several
companies, many of which have agricultural interests. He is also
Chairman of the Beira Corridor Group.

He is married, and has a son, three daughters and two
grandchildren.



THE HON. DR. HERBERT SYLVESTER M. USHEWOKUNZE
Minister of Energy, Water Resources and Development

Dr. Herbert Ushewokunze was born on June 7, 1938 in
Marondera communal land.

He attended Madzima Primary School, Chirimamhunga
Primary School, United School in Bulawayo, the Marshall Hartley
Mission, the Waddilove Institution, Goromonzi School and the
University of Natal in South Africa. He qualified as a physician in
1963 and spent time serially at King Edward VII Hospital and
McCord Zulu Hospital, South Africa.

Towards the end of 1965, Dr. Ushewokunze took up the
position of Railways Medical Officer with the Rhodesia Railways.
The following year he established the Marondera Polyclinic in
Bulawayo and went into private practice in Mkoba Township in
Gweru and Amaveni Township, Kwekwe. He also established and
ran a charity clinic at Marundu in the Gokwe area. While at the
University of Natal, Mr. Ushewokunze became a member of the Pan
African Congress of South Africa before joining the ZANU youth
wing.

Dr. Ushewokunze was the first ZANU doctor-cadre to
join the struggle in Mozambique, where he administered to the health
needs of both refugees from Zimbabwe and ZANLA forces. In 1977
he became a member of the ZANU Central Committee and Secretary
for Health in the party's National Executive Committee.

He was elected Member of Parliament for Matebeleland
North in 1980 then appointed Minister of Health. He was put out of
office in October 1981 but was recalled in February 1982 to become
Minister of Home Affairs. Dr. Ushewokunze was appointed
Minister of Transport in 1984 and in the January 1988 re-shuffle, he
was appointed Minister of State for Political Affairs (Commissariat).

At the 1984 elections he was the ZANU (PF) Director of
Elections and was elected Member of Parliament for the Chinamora
Constituency. He was elected MP for Highfield in 1990 and was
appointed to his present portfolio in April 1990.



Dr. Ushewokunze is a former President of the Medical
Student's Council, University of Natal, and a former Vice President
of the Association of Medical Students of South Africa. He was the
Editor-in-Chief of the University of Natal Medical School Journal for
five years. An all round sportsman then, he won University Colours
in rugby and lawn tennis and represented the university at soccer,
table tennis and badmington.

Dr. Ushewokunze is married and has 16 children.
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Mr. & Mrs. Lewis Preston's Visit - February 9 - 13, 1992
Transp Requirements

Sunday February 9, 1992

Time Venue/Activity Parties Transport
Vehicle Number Driver

Depart for Lusaka Alec Bangure Cressida 211-CD-1 04

Monday February 10, 1992

06:00 Leave home for Harare Airport Mr McKay Peugeot 211-CD-103 Lloyd
Lloyd to pick-up Mrs P/man Mrs Hollaway Landcruiser 211-CD-102 Bothwell
Bothwell to p/up Sue/Fred Mr King

08:00 Collect Peugeot from airport Mr Brushett Landcruiser 211-CD-102 Bothwell

08:30 Alec to collect luggage and leave Lusaka and return to Zimbabwe from Vic Falls once plane has left.

08:45 Arrive Victoria Falls from Harare. Echo driver Mr McKay Mazda 323 x 2 Echo Driver x 2
to collect from Vic. Falls airport and take Mrs Poortman
to Vic Falls hotel Mr King/Mrs Hollaway

11:00 Mr Poortman to leave for Harare Airport Mr Poortman Mercedes 211-CD Bothwell-WB

16:00 Arrive Victoria Falls by chartered plane Mr/s Preston Cressida Echo Vehicle & driver
from Lusaka, Zambia Ms. Mohadjer

Mr Denning Mazda 323 Echo vehicle & driver
Mr Langley

Mr/s Poortman Mazda 323 Echo vehicle & driver

Mr McKay Cressida 211-CD-104 Alec
Mr King
Mrs Hollaway

17:00 Take Pilots to Victoria Falls Hotel Pilots x2 Mazda 323 Echo Driver
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Tuesday February 11, 1992

Time Venue/Activity Parties Transport
Vehicle Number Driver

07:00 . Depart for Victoria Falls Airport Mr McKay Mazda 323 x 2 Echo car Echo drivers x 2

with all luggage Mr King Cressida 211 -CD-104 Alec

Mrs Hollaway
Pilots x 2

** Mazda x 2 to return to Victoria Falls hotel -- Alec to return to Harare from Airport and straight home and report to the office Wednesday morning 7am

08:30 Prior Check-In for Party - Harare Sheraton Ms. Williams Mercedes 211-CD Bothwell-WB

(wait for Sue & Luggage)

** Bothwell to then proceed to the airport and wait for Preston Party. Simba to to leave office and proceed to airport

09:45 Arrive in Harare with luggage on Air Zimbabwe Mr McKay
Commercial flight to Sheraton Mr King

Mrs Hollaway Landcruiser 211-CD-1 02 Echo Driver

** Mr McKay to remain at airport-- Mr King and Mrs Hollaway to bring luggage to Sheraton

08:15 Depart Victoria Falls Hotel Mr/s Preston Cressida Echo Car & Driver

Ms. Mohadjer
Mr Denning Mazda 323 Echo vehicle & driver

Mr Langley
Mr/s Poortman Mazda 323 Echo vehicle & driver

09:00 Depart for Harare via Chartered plane from Vic. Falls

10:30 Arrive Harare Airport VIP Lounge Mr/s Preston Mercedes 222-CD Simba (to be waiting)

Ms. Mohadjer
Mr Langley Mercedes 211-CD Bothwell (to be waiting)

Mr Denning
Mr/s Poortman to link with waiting transport from WB office
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Tuesday February 11, 1992

Time Venue/Actvty Parties Transport
Vehicle Number Driver

09:30 - 10:00 Preston Party to be met by WB staff . Mr McKay
Mr Brushett responsible the Photographer Mr Brushett Peugeot 211-CD-103 Brushett

Mr Mills WWS L/Cruiser 221-TCE-16 Mills
Mr Chidawanyika Echo Car Chidawanyika

IFC Mr/s Milton Ford Sierra 222-CD-
Mr Munatsi

The Photographer** Fidelus Zvomuya

GOZ Minister Chidzero

brief statement to Press
answer press questions

11:15 Leave Airport for Hotel

11:30 Check-in at Sheraton Hotel - to be met by Mr/s Preston
Mr Robert Barsby, General Manager/Carol Ms. Mohadjer
Van der Kaars, Director of Sales Mr Langley

Mr Dennning

12:15 for Luncheon in La Chandelle Mr Preston
12:30 Restaurant - Sheraton Ms Mohadjer

Hosted by World Bank Mr Langley
Mr Denning
Mr Poortman
Mr McKay
Mr Milton
Mr Mills
Mr Chidawanyika

Mr Munatsi

* Bothwell and Simba to remain at Sheraton Hotel. 3 Echo Drivers and Peugeot, Landcruiser (211-TCE-16) & Echo Car to be at Sheraton Hotel by noon
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Tuesday February 11, 1992

Time Venue/Activity Parties Transport
Vehicle Number Driver

12:00 Luncheon - Mrs Preston Mrs Preston

Presidential Suite, Sheraton Mr/s Brushett
Mr King/Mrs Grinham

13:00 Urban Visit - Mrs Preston Mrs Preston Peugeot 211 -CD-103 Bothwell-WB

National Art Gallery Mr/s Brushett WWS L/Cruiser 211-TCE-16 Echo Driver

Driver to collect Mrs Brushett Mr King
Mrs Grinham

14:15 Private Meeting at Hotel Mr Preston

15:30 Meeting with ZABO private Mr Preston Mercedes 222-CD Simba

sector managers - CFU Ms Mohadjer

offices, Agriculture Hse Mr Milton
Leopold Takawira St Mr Denning Mercedes 211-CD Bothwell-Echo

Mr Langley
Mr McKay
Mr Poortman Echo Car Echo Driver

Mr Chidawanyika

17:00 Return guests to hotel-- Bothwell-WB take over 211-CD from Bothwell-Echo and return Peugeot to office

17:00 Send Waiters to Poortman's residence - taxis Gillian/Crispen

18:00 Reception hosted by GOZ Mr/s Preston

VIP Lounge, Harare Intl Ms Mohadjer

Conference Centre Mr Langley
Mr Denning

World Bank/IFC support staff to also attend Mr/s Poortman Private CD vehicles Mrs Poortman

Mr/s McKay Mrs McKay
Mr/s Mills " Mrs Mills

Mr Chidawanyika " " Mr Chidawanyika
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Tuesday February 11, 1992

Time Venue/Activity Parties Transport
Vehicle Number Driver

Reception hosted by GOZ (cont..) Mr/s Brushett . Private CD vehicle Mrs Brushett

Mr King

IFC Staff Mr/s Milton " Mrs Milton

Mr/s Munatsi

20:30 Dinner at Poortman's Mr/s Poortman Peugeot 211-CD (pvt vehicle)

Mr/s Preston Mercedes 222-CD Simba

Ms Mohadjer
Mr Denning Mercedes 211-CD Bothwell-WB

Mr Langley
Mr/s Milton Mercedes 222-CD (pvt vehicle)

Mr/s Lanpher 81-CD

Wednesday February 12, 1992

07:00 Bothwell to collect pastries from Harare Sheraton Echo Driver with Echo vehicle

07:45 Leave Hotel Mr/s Preston Mercedes 222-CD Simba

08:00 Visit Resident Mission Mr King

and meet staff (informal)
Coffee/tea and pastries in Mr Langley Mercedes 211-CD Bothwell-WB

WB Conference Room Mr Denning
Ms Mohadjer

08:30 Depart Harare for field trip Mr/s Preston Mercedes 222-CD Simba

to Concession Mr Poortman
Mr Langley/Denning Cressida 211-CD-104 Alec

& Mr Chidawanyika
Mrs Poortman/Mr King WWS L/Cruiser 211-TCE-16 Bothwell-WB

& Mr Brushett
Ms Mohadjer/Mr Mills WB L/Cruiser 211-CD-102 Echo Driver
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Wednesday February 12, 1992

Time Venue/Activity Parties Transport
Vehicle Number Driver

10:00 Field trip by road to Mrs Preston/Mr Sekeramayi Mercedes 222-CD Simba (Hospital)
Chiweshe Communal Area & Mr Mills
am - visit primary health care centres and Mrs Poortman/Mr Brushett Cressida 211-CD-104 Alec (Hospital)

Family Planning activities Mr Masaya
Mr Poortman/Mr Denning WWS L/cruiser 211-TCE-16 Bothwell-WB (Irrigation)

community nurseries & Ms Mohadjer
communal farming area & irrigation Mr King/Mr Langley WB L/cruiser 211-CD-102 Echo Driver (Irrigation)
schemes Mr Preston/Gov Gorojena Peugeot 405 211-CD-1 03 Echo Driver (Irrigation)

& Mr Chidawanyika

13:00 Lunch - Glendale Club

14:00 pm - leave for visit to commercial farming Mr Preston/Mr Milton Mercedes 222-CD Simba
area (maize, tobacco, & Mr Masaya
horticulture) Mrs Preston/Chidawanyika Cressida 211-CD-1 04 Alec
visit Glendale Spinners & Mr Sekeramayi

Mr Langley/Mr Brushett WWS L/Cruiser 211-TCE-14 Bothwell-WB
& Mr King
Gov Gorojena/Mr Poortman WB L/Cruiser 211-CD-102 Echo Driver
Mr Denning/Mrs Poortman
Mr Mills/Ms Mohadjer Peugeot 405 211-CD-103 Echo Driver
& Mrs Milton

Mr/s Milton to join group for lunch with Ford Sierra 222-CD

17:00 Return to Harare

19:30 Dinner Msasa Room, Sheraton Mr/s Preston No official vehicles required
hosted by Minister Chidzero Ms Mohadjer

Mr Langley

Mr Denning
Mr/s Poortman
Mr/s Milton
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Thursday February 13, 1992

Time Venue/Activity Parties Transport
Vehicle Number Driver

08:00 Murewa area field trip focussing on Women Mrs Preston/GOZ off WB-L/Cruiser 211-CD-102 Alec
In Development related issues Mr Brushett
meet with women's groups and visit vegetable Mr/s Mills WWS L/Cruiser 211-TCE-16 Echo Driver
gardens/group plots Mrs McKay

08:00 Briefing Resident Rep. Mr Preston
in Presidential Suite at Ms Mohadjer
Sheraton Hotel Mr Langley

Mr Denning
Mr Poortman Mercedes 211-CD Bothwell-WB
Mr McKay
Mr King
Mr Milton

08:30 Mtng with Snr Min MFEPD Mr Preston Mercedes 222-CD Simba
Mr Chidzero & economic Ms Poortman
ministers in GOZ Mr Mohadjer Mercedes 211-CD Bothwell-WB
(List attached) Mr Langley

Munhumutapa Building Mr Denning
Mr McKay Cressida 211-CD-104 Echo Driver
Mr King
Mr Chidawanyika
Mr Milton

10:30 Mtng with President Mugabe Mr Preston Mercedes 222-CD Simba
State House Ms Mohadjer

Mr Poortman
Mr Langley Mercedes 211-CD Bothwell-WB
Mr Denning

11:00 Luncheon - Hungwe Bar Gillian/Sue Peugeot 211-CD-103 Echo Driver
check arrangements are in order
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Thursaay February 13, 1992

Time Venue/Activity Parties Transport
Vehicle Number Driver

Noon Return to Room to Freshen Up
Check last details for luggage

** Alec to take over Cressida 211-CD-104 from Echo Driver and ED to take L/Cruiser 211-CD-102 and return to office

Check-out etc Gill/Sue Peugeot 211-CD-103 Echo Driver
WB-L/Cruiser 211-TCE-16 Echo Driver

12:30 Luncheon Hungwe Bar - 2nd Mr/s Preston Mercedes 222-CD Simba
Mezzanine Floor, Sheraton Ms Mohadjer
Hotel Mr Poortman

Mr Langley Mercedes 211-CD Bothwell-WB
Local Representative of Mr Denning
the Press Mr McKay
(Mrs Preston et al to have Mr Brushett Cressida 211-CD-1 04 Alec

returned from field trip) Mr King
Mr Chidawanyika
Mr Mills
Mr Milton
Mr Munatsi

13:00 Luggage to be taken & checked in at Airport Gillian/Sue Landcruiser 211-TCE-16 Echo Driver

14:15 Leave for Airport Mr/s Preston Mercedes 222-CD Simba
Ms Mohadjer

Mr Langley/Mr Denning Mercedes 211-CD- Bothwell-WB
Mr Poortman
Mrs Poortman Cressida 211-CD-104 Alec

Mr/s Milton

15:00 Depart Johannesburg



222-CD Mercedes Simba to be in the office parking bay in the basement

211 -CD Mercedes Bothwell-WB to be taken home and kept at the nearest Police Station

211-CD-104 Cressida Alec " " " " " "

211-CD-103 Peugeot Echo Driver leave vehicle at office parking bay in basement

211-CD-102 WB-L/Cruiser " " " " " I

211-TCE-16 WWS L/Cruiser " "

Echo Vehicle " " " " "



MEMBERSHIP OF ZABO

COMMERCIAL FARMERS UNION
V(A D P Burl
A Swire-Thompson
D Hasluck

CHAMBER OF MINES OF ZIMBABWE
)kP K Banks
D S Trott
C D C Bain

CONFEDERATION OF ZIMBABWE INDUSTRIES
J A Deary
B Katz
A Read

INDEGENOUS BUSINESS DEVELOPMENT CORPORATION
J T E Mapondera
M W Chihuri

ZIMBABWE COUNCIL ON TOURISM/HOTEL AND RESTAURANT ASSOCIATION OF
ZIMBABWE
D Chapman
A S Mahleka

ZIMBABWE NATIONAL CHAMBER OF COMMERCE
#-J L Torond

E S Makoni
J M D Saungweme

ZIMBABWE TOBACCO ASSOCIATION
M M Taggart
A B Alcock
H Barnard

ZIMBABWE NATIONAL FARIERS UNION
G Magadzire

EMPLOYERS CONFEDERATION OF ZIMBABWE
E T C Chiweshe
P R G Johnston

ZIMTRADE
N L Sifelani
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MR. R.K. BANKS

Vice-President 1989 - 1991

Rodney Kenneth Banks was born in South Africa and attended primary school at
Kwekwe. He completed his secondary education at Ndola and Lusaka, Lamoaa,

On leaving school he started his mining career with Rhodesian Broken Hi.1
Company in 1957 as a Learner Surveyor. In 1960 he moved to KXtwe as -n
Underground Surveyor.

In 1963 he joined Anglo American in Harare to work with Prospecting Venture,
doing surveying plus any other ground work on gold prospecting that wasrequired.

He returned to Kitwe, Zambia in 1965 as a Section Surveyor, and trained foL a
period in the Underground Mining School.

In 1968 he returned to Harare and joined Messina Transvaal -,-veloprre;it
Company, firstly as a Technical Assistant based in the Harare Offic-, then as
Section Surveyor to Gwaai River Mines in 1970.

In 1972 he was transferred to the underground department as a Leacner
Official, and moved to Mhangura as a.Mine Captain in 1974.

In 1975 he joined Rhodesian Alloys as a Mine Captain at Vanad Mine. He was
made Mine Manager in 1976 and transferred to Caesar Mine Div LSunal riead
Office in 1978 as Technical Assistant to the General Manager, Mia.ihg
Division. He became General Manager, Mining Division, in 1982.

He left Zimalloys in 1985 and joined Union Carbide Zimbabwe as General Manager
at Kwekwe responsible for the gold division, Mopane Mines and Technical
Services. He was transferred to Shurugwi as General Manager in 1987.

He was appointed Managing Director of Union Carbide Zimbabwe in June 1988.

Mr. Banks was a Council member of the Association of Mine Managers of Zimbabwe
for three years.

He is married with three children. He is a keen sportsman and has national
colours in rugby.
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A L L - I N - 1 N O T E

DATE: 02-Mar-1992 02:53pm

TO: Gisu Mohadjer ( GISU MOHADJER )

FROM: Stephen Denning, AF6DR ( STEPHEN DENNING )

EXT.: 34035

SUBJECT: Zimbabwe: land redistribution issue

Mr Preston mentioned to me this morning that he was

interested in an update on the Zimbabwe land redistribution

issue. He said he was taken aback by the Financial Times

report.

I presume he is referring to the Financial Times report of

February 18 from Harare which announced (wrongly) that the CG
would fail, after running into "barbed wire" on the land

distribution issue.

You might want to draw his attention (if he hasn't seen it)

to the Financial Times report of February 20 from Paris which

announced (correctly) that the CG had been a success, with the

requisite increase in pledges from $700 million to $1 billion,
and that the land issue had not been as contentious as expected.

At the CG, we were able to get everyone to agree on the

basic principles -- land reform must proceed, compensation must

be fair and efficient, the private sector investment climate

should not be adversely affected. The Government said "trust

us", and the donors said in effect "we trust you, but be

careful".

The land issues are now being discussed in Harare.

On February 19, President Mugabe met for the first time

with the commercial farmers.

- Overall, the outcome of the meeting was positive in

the sense that President Mugabe reiterated to the farmers the

points made to Mr. Preston concerning fair compensation and

valuation, appropriate methods of payment, and the need to keep

the commercial farming community productive and viable.

President Mugabe indicated that he wanted the Commercial Farmers

Union (CFU), the Attorney General, the Ministry of Justice and

the Ministry of Agriculture to sit together and work out new

language for the draft Bill with respect to the above issues.

There was no agreement as to which specific articles would be

affected.

- Nevertheless, the meeting (which lasted 3 1/2



hours) seems to have been quite tense, in part because the
commercial farmers started out by expressing their strong
objection to the Minister of Agriculture which did not go down
well with President Mugabe. This understandably made things

somewhat confrontational. Moreover, President Mugabe seems to
have expressed great displeasure about the fact that the CFU had
lobbied with outsiders against the draft Bill and had not kept
things "internal".

On Tuesday, February 25, the follow-up meeting between
Justice, Attorney General, Agriculture and the CFU took place to
discuss modifications to the draft Bill. The commercial farmers

were taken aback that instead of the farmers being given an

opportunity to present their proposed amendments, they were given
a small number of predetermined amendments which they were told

would be tabled before Parliament together with the draft Bill on

February 27. The CFU and other sources view the proposed changes
as marginal and do not improve the legislation in the areas of

valuation, recourse or payment.

As of today (March 2), I have no confirmation that the
proposals have been tabled in parliament, and we have not had a

chance to study the proposals.

We are now in a "wait and see" mode. We have played our
role in getting a level playing field for the Government vis-a-
vis the donors.

We should be careful about jumping to negative conclusions
yet, based simply on the Government's discussions with the

commercial farmers. Thus, whether the Government's stance is a

negotiating tactic, or a failure to hear the message of Paris,
remains to be seen. On the one hand, we have the Government's 12

year record of pragmatic and responsible management. On the
other, we have the somewhat antagonistic and adversarial stance

by the commercial farmers, spurred on (at least initially) by the

UK.

The substantive issues are critical, since the private
investment climate is at stake here, and in a sense the future of

the economic reform program.

On balance, our suggestion for the Bank is to wait on the

sidelines for the moment, to see whether there is a need for us

to intervene, and then find an opportune time and manner to
intervene. Our resident mission in Harare is keeping a close
watch on the situation.

CC: Attila Karaosmanoglu ( ATTILA KARAOSMANOGLU )
CC: Jane Armitage ( JANE ARMITAGE )
CC: Edward V.K. Jaycox ( EDWARD V.K. JAYCOX )



A L L - I N - 1 N O T E

DATE: 02-Mar-1992 02:53pm

TO: Gisu Mohadjer ( GISU MOHADJER )

FROM: Stephen Denning, AF6DR ( STEPHEN DENNING )

EXT.: 34035

SUBJECT: Zimbabwe: land redistribution issue

Mr Preston mentioned to me this morning that he was
interested in an update on the Zimbabwe land redistribution
issue. He said he was taken aback by the Financial Times
report.

I presume he is referring to the Financial Times report of

February 18 from Harare which announced (wrongly) that the CG
would fail, after running into "barbed wire" on the land

distribution issue.

You might want to draw his attention (if he hasn't seen it)
to the Financial Times report of February 20 from Paris which
announced (correctly) that the CG had been a success, with the

requisite increase in pledges from $700 million to $1 billion,
and that the land issue had not been as contentious as expected.

At the CG, we were able to get everyone to agree on the

basic principles -- land reform must proceed, compensation must
be fair and efficient, the private sector investment climate

should not be adversely affected. The Government said "trust

us", and the donors said in effect "we trust you, but be
careful".

The land issues are now being discussed in Harare.

On February 19, President Mugabe met for the first time
with the commercial farmers.

- Overall, the outcome of the meeting was positive in

the sense that President Mugabe reiterated to the farmers the

points made to Mr. Preston concerning fair compensation and

valuation, appropriate methods of payment, and the need to keep
the commercial farming community productive and viable.
President Mugabe indicated that he wanted the Commercial Farmers

Union (CFU), the Attorney General, the Ministry of Justice and

the Ministry of Agriculture to sit together and work out new

language for the draft Bill with respect to the above issues.
There was no agreement as to which specific articles would be

affected.

- Nevertheless, the meeting (which lasted 3 1/2



hours) seems to have been quite tense, in part because the
commercial farmers started out by expressing their strong
objection to the Minister of Agriculture which did not go down
well with President Mugabe. This understandably made things
somewhat confrontational. Moreover, President Mugabe seems to
have expressed great displeasure about the fact that the CFU had
lobbied with outsiders against the draft Bill and had not kept
things "internal".

On Tuesday, February 25, the follow-up meeting between
Justice, Attorney General, Agriculture and the CFU took place to

discuss modifications to the draft Bill. The commercial farmers
were taken aback that instead of the farmers being given an
opportunity to present their proposed amendments, they were given
a small number of predetermined amendments which they were told
would be tabled before Parliament together with the draft Bill on
February 27. The CFU and other sources view the proposed changes
as marginal and do not improve the legislation in the areas of
valuation, recourse or payment.

As of today (March 2), I have no confirmation that the

proposals have been tabled in parliament, and we have not had a

chance to study the proposals.

We are now in a "wait and see" mode. We have played our
role in getting a level playing field for the Government vis-a-
vis the donors.

We should be careful about jumping to negative conclusions
yet, based simply on the Government's discussions with the
commercial farmers. Thus, whether the Government's stance is a
negotiating tactic, or a failure to hear the message of Paris,
remains to be seen. On the one hand, we have the Government's 12
year record of pragmatic and responsible management. On the
other, we have the somewhat antagonistic and adversarial stance
by the commercial farmers, spurred on (at least initially) by the
UK.

The substantive issues are critical, since the private
investment climate is at stake here, and in a sense the future of
the economic reform program.

On balance, our suggestion for the Bank is to wait on the
sidelines for the moment, to see whether there is a need for us
to intervene, and then find an opportune time and manner to
intervene. Our resident mission in Harare is keeping a close
watch on the situation.

CC: Attila Karaosmanoglu ( ATTILA KARAOSMANOGLU )
CC: Jane Armitage ( JANE ARMITAGE )
CC: Edward V.K. Jaycox ( EDWARD V.K. JAYCOX )



The World Bank/IFC/MIGA
0 F F I C E M E M 0 R A N D U M

DATE: March 3, 1992 10:18am

TO: Edward V.K. Jaycox ( EDWARD V.K. JAYCOX )

FROM: Stephen Denning, AF6DR ( STEPHEN DENNING )

EXT.: 34035

SUBJECT: Zimbabwe Land Redistribution Issue

Kim,

Here is a further update on the land issue in Zimbabwe.

The most important news is that the crucial point of fair

compensation has in fact been addressed in the draft of the Bill

that has been submitted to parliament. This was the central
point raised by Mr. Preston in his meting with President Mugabe,

and the Bill not only explicitly mentions the underlying
principle of fair compensation, but also changes the provision
that eliminated improvements from the calculation of value: all

improvements to the property are now explicitly to be taken fully
into account in computing the buying price.

On the issue of recourse to the courts, there is no change
in the Bill, i.e. it is not mentioned. Everyone however now

agrees that there will be recourse under the Constitution to the

High Court. The commercial farmers would prefer recourse to a

lower court, since they apparently feel that cases in the High
Court will be high profile and will lead to further polarization.
We are still discussing this among ourselves, but I am not sure
that this is a "make or break" issue for the World Bank, or in

the end, private sector investors in Zimbabwe.

The international press is very active in Harare, and there

is considerable misinformed discussion. We are endeavoring to

adopt a low profile, while following the issues closely.

Steve

CC: Gisu Mohadjer ( GISU MOHADJER )
CC: Attila Karaosmanoglu ( ATTILA KARAOSMANOGLU )
CC: Jane Armitage ( JANE ARMITAGE )
CC: Praful Patel ( PRAFUL PATEL )
CC: CHRISTIAAN POORTMAN ( CHRISTIAAN POORTMAN @SSWWB )



A L L - I N - 1 N O T E

DATE: 12-Feb-1992 01:40am

TO: CHRISTIAAN POORTMAN ( CHRISTIAAN POORTMAN @Al@ZIMBW

FROM: Nonna Ponferrada, EXC ( NONNA PONFERRADA@A1@VAX12 )

EXT.: 82004

SUBJECT: Message for Ms. Gisu Mohadjer

Kindly pass following message on to Ms. Mohadjer. Thanks.

Gisu -

Just to alert you that LTP will be getting an envelope from ES in
London when he boards the Concorde on Saturday.

JFK-Dulles part of Mr. & Mrs. Preston's trip is open for them to
take either Delta or Trump Shuttle. Saturday schedule is as
follows:

Delta - first shuttle leaves at 10:30AM (every hour hence
on the half hour)

Trump - first shuttle leaves at 11:00 AM (every hour on the
hour thereafter).

Pat would like to be able to tell the driver what time to get to
the airport and which shuttle to look for.

Thanks---and see you soon.

Nonna



The World Bank/IFC/MIGA
C F I C E M E MXO R A N D U M

DATE: February 8, 1992 07:28am

TO: CHRISTIAAN POORTMAN ( CHRISTIAAN POORTMAN @Al@ZIMBW

FROM: Richard Frank, CFPVP ( RICHARD FRANK@Al@VAX12 )

EXT.: 30585

SUBJECT: Urgent Message for Mr. Preston

Attached to this message is a WORDPERFECT document. You
cannot use ALL-IN-1 to display or print it. You must
first transfer the attachment to your PC using the FAP
option. Then you may process the file with the same
software that was used to create it.



February 7, 1992

URGENT DELIVERY TO MR. LEWIS PRESTON IN DAR-ES-SALAAM AND HARARE

Mr. Preston,

Re: IFC Three Year Rolling Plan FY93-95
FY93 Business Plan and Budget Framework

At Bill Ryrie's request I am sending this summary of the
Framework paper due to be released to the Board on February 12. I
will be trying to reach you at the World Bank Offices in Dar-es-
Salaam or Harare to see if you have any comments for us.

Richard Frank



The World Bank/IFC/MIGA

OFFICE MEMORANDUM

DATE: February 7, 1992

TO: Mr. Lewis Preston

FROM: Richard H. Frank

EXTENSION: 30585

SUBJECT: IFC's Three-Year Plan and Budget Framework

As noted in my memorandum to you on January 28th we will be
circulating IFC's 3-Year Plan and Budget Framework for FY93 to the Board on
February 12 for the March 5 discussion. I would like to highlight the key features and
seek any guidance you may wish to provide. Overall, we expect the next three year
period to be one of strong growing demand for our full range of services in nearly all
regions and the prospects for achieving a solid profitability performance and
maintaining a sound financial condition are good. There are two major questions
which overshadow this year's planning exercise: the timing of the approval of our $1
billion capital increase and the timing and impact of starting operations in the Baltic
Republics and the Commonwealth of Independent States (Baltic/CIS).

Strategy and Priorities

The strategic content and direction of IFC's program over the next three
years reflect the Board discussions at the time of the 1991 capital increase as well as
changes in the environment that shape our marketplace, including the developing
countries' increased reliance on market forces and the private sector. In short, there
is a reconfirmation of the three main roles developed by IFC in the recent past, namely
the investment role, the mobilization role, and the advisory role. Priority activities will
include development of domestic capital markets, assistance to small- and medium-
sized businesses, privatization and restructurings as well as support to infrastructure
projects.

With the exception of Sub-Saharan Africa, demand for our investment
in all regions exceeds the level we set out in our capital increase program for this
period. Because business conditions continue to be very difficult in Sub-Saharan
Africa we will only do about 9% of our investments in Africa this year versus the
12% planned level and the 14% objective for the 1990's. In view of the bleak
outlook in Africa we will again set out a 12% objective for FY93 with a cautionary
note that this level may not be achieved. While this will disappoint a number of our
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Board members especially the African and some of the Europeans, we believe the
lower expectations are more realistic. We expect to continue our recent success in
building up business in Middle East and North Africa which should account for about
10% of our program, and Eastern Europe (not including Baltic/CIS) should also take
a more prominent position.

Resources

We continue to base our plans on the assumption that the 1991 $1
billion capital increase will be approved in the near future. However, we are
cautioning the Board that should the approval not materialize by early May, when we
finalize the FY93 Business Plan and Budget, we will reduce the projected growth to
the limit we can prudently sustain with our current capital base.

We are assuming, like the Bank, that most if not all members of the
Baltic/CIS will join IFC in the near future facilitated through an agreed Selective Capital
Increase. (The U.S. Treasury has started laying the groundwork with Congress to deal
with the particular issues associated with an IFC Selective Capital Increase that I
described in my earlier memorandum.) Our medium term financial projections thus
assume receiving about $100 million additional capital over a five year period
assuming a 4% combined ownership for the new members. For planning purposes,
we are treating the Baltic/CIS membership, program and budget considerations as over
and above what we had planned for this period. Thus, there will be no immediate
diversion of our capacity to assist the present membership of developing countries.
However, we will make clear that IFC's capacity will be taxed by this additional
workload leading to a shorter period over which our capital, augmented by the
expected increases, can sustain a significant growth in investment operations.

Program

The program proposed for FY93 includes some 146 transactions for $2.0
billion for IFC's own account, a 15% increase over the estimated outcome for FY92.
Taking into account increased revenues from our fee-based business, we project
tentatively at this time a FY93 net income of $161 million, a 6.3% return on net
worth. This is below the 7.2% assumed when the Board approved the FY92 Business
Plan and Budget, and results from expenditures associated with the Baltic/CIS
program not envisaged last year and the drop in interest rates.

The $2 billion program includes a small investment program in the CIS
during FY93 - $50 million - and we propose to devote between $8 and $11 million of
budget resources next year to pursue advisory assignments, identify projects for
financing, and to establish a small local presence. By FY94, we project a program of
$100 million, moving to $250 million in FY95 and growing at 12% p.a. thereafter.
By necessity these numbers are largely illustrative at this stage.
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Budget

We are proposing a FY93 budget framework of 3.0%-4.5% increase in
FY92 terms, not including expenses related to Baltic/CIS, but taking into account the
savings achieved as a result of the reduction in office occupancy fees paid by IFC to
the Bank. Most of the increase will go to our operations complex (6 to 7.6%
increase). Combined with the price escalation assumption supplied by the Bank of
5.3%, our nominal budget for FY93 would increase from $139 million to a range of
$151 to $153 million ($158 to $164 million including Baltic/CIS which is presented
as an add-on). Of this overall total, about $21 million is for our fee-based services
budget which is covered by fee revenues from advisory work. Most efficiency
measures in FY93 either remain constant or decline slightly as the incremental
administrative expenses associated with the new membership are not yet
compensated by portfolio or fee income.

FY92 CIS Budget Contingency. In view of the accelerating pace of the
Baltic/CIS membership in IFC and the increasing requests for IFC services there, we
want to make sure we have enough budget resources to carryout critical work during
the remainder of FY92. In particular, we want to be in a position to start pre-
investment work on some of the more promising joint ventures that we have seen and
take on high priority advisory work. Since the additional expenses in FY92 that would
be incurred are difficult to predict, we would like to get Board approval for a
budgetary contingency, in the amount of $1.0 million. Thus, in our FY93 framework
document, we will be including a request for a FY92 budgetary contingency of $1
million to cover Baltic/CIS related expenses.

cc: Mr. Ryrie (o/r)
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MASHONALAND CENTRAL PROVINCE

1. Bindura

2. Shamva

3. Mt. Darwin

.Rushinga

5. Mazowe

6. Centenary

7. Guruve

Mashonaland Central Province is the second smallest of the country's eight Provinces.

It lies in the North eastern part of the country and shares common borders with
Mozambique in the North, Mashonaland East in the east and Mashonaland West in the
west.

The Province is the centre of the most intensive farming in the whole country.



POPULATION ated at 8.7 million in 1987 and the annual rate

Zimbabwe's population 
was estim

of growth at nearly 3%.

At this high rate of growth, 
our population will reach 

9.4 million by 1990,

still double by theblyeby y027.
12.5 million by year 2 000 and will double by year 2010. Even if an immediate

and major effort is made to reduce population 
growth, the population would

still double by the 
year.2027.

Nearly half of Zimbabweans 
population, about 4 million is under 15 years of age.

Therefore theinumberofyo dults - the country's potential parents, job
Threfore the number of young a tdyschlrngruodr

seekers and householders pill increase rapidly 
as today's children grow older.

Mashonaland Central Is the A populated province of 
Zimbabwe.

SIZE AND COMPOSITION

Population by sex 
Number Percentage

Miales 
268 937 48.0%

Females 
291 910 52.0%

TOTAL 
560 847 100%

POPULATION BY AGE

0 -14 years 
283 375 50.6%

15 - 64 years 
258 211 46.0%

65 years and over 
16 018 2.9%

Not stated 
3 043 0.5%

CiBIRTH RATE
Current fertility levels 

appear to be lower than 
the levels prevailing 

in the

past. In 19ff0 the crude birth rate was estimated 
at 47 births per 1 000 popu-

lation and the total fertility was estimated at 6.6 per woman. 
Advances In

providing health care for the population 
has resulted in the decline of crude

death rate.

DEATH RATES

The Infant Mortality Rate in 1988 was 76 
deaths per live births. With the

continued improvement of health services 
in the country further declines in

mortality are to be expected. Life expectant is about 
58. Additional gains

will depend on improved 
nutrition and public 

health condition such 
as abundant

supplies of uncontaminated 
water and proper sanitation.

ECONOMIC VARIALES

Zimbabwe's population is predominantly rural, although Increasingly, rural
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workers are migrating to municipalities.

According to 1982 census data the communal lands contain over half the population

of Zimbabwe, while approximately a quarter of the population lives in rural

councils which are comprised of commercial farming and mining areas. The

remaining quarter lives in urban areas. Many households in the communal areas

are headed by women, the men being employed elsewhere on commercial farms, in

mines or in ubarn areas.

NATIONAL DEVELOPMENT

Increasing Agricultural Production

Happily, Zimbabwe is not one of the African countries that is currently suffering

from either food shortages or declining food production. However Zimbabwe is not

yet able to produce enough food to feed an expected 14 million people by the

year 2000.

Zimbabwe cannot now produce the sufficient amounts of maize and wheat that will

be needed in 20 years, because of draught and decreased productivity in communal

lands. Greater productivity will require modern agricultural and land use pra-

ctices in the communal and resettlement areas. Such practices must be enviroi-

mentally sound, preserving the soil and forest and avoiding po ULu.tion of rivers

and lakes. The government is striving for sustainable agricultural development.

LAND DISTRIBUTION

Zimbabwe is a country of considerable potential for further economic growth .

Its land is rich in natural resources - agriculture, minerals and hydro-electric.

It has an extensive transportation network and agricultural servicing infra-

structure. Zimbabwe exports its agricultural products, except in years of

drought.

The rural population is not distributed according to the ability of the land t

produce, however. As a legacy o the colonial Government's Land Apportionment

Act of 1932, more than half of Zimbabwe's population lives on communal lands,

which are of margical agricultural value.

The government's resettlement programme was developed to help redress population

imbalances in the communal areas. To date 30 000 families have been resettled

on land purchased from willing sellers. In addition, the government has actively

supported and sustained commercial farm output while building smallholder capa-

bility. As a result smaller land holders are improving their agricultural

practices and are obtaining good yields.

/3...........



The Government is trying to improve land distribution 
and resettlement

programmes by:

- researching the carrying capacity of different geographical 
regions and

matching land distribution programmes with land-use planning.

- establish a criteria for ecting people for resettlement.

- provide back-up capital and training to facilitate 
appropriate land use.

- Improve food production and distribution through detailed 
planning and

assessment of agricultural regions.

- Increase economic incentives for farmers by increasing 
credit and extension

services and improving marketing and commodity pricing.

- Construct more grain storage facilities in drought prone areas.

- Research and implement appropriate technologies that will increase produ-

ctivity in communal areas.

- Develop alternative fuel resources and improve the management of tree

plantations.

- Educate farmers about how unsound agricultural pactices 
such as streambank

cultivation increase silting in rivers and dams and 
degrade the environ-

ment.

PROVINCIAL DEV ELOPMENT

Medical Facilities:

The Provincial Health facilities are:-

I Provincial Hospital

3 District Hospitals (Mt. Darwin, Mazowe and Guruve)

5 Mission Hospitals (2 designated as district hospitals)

4 Rural hospitals

27 Government Rural Health Centres

34 District and Rural Council Health Centres

8 Approved mobile Clinics

4 Health Centres (Army, Agriculture, 2 Ministry of Education)

8 Private Clinics

5 Private Surgeries

3 Training Schools

5 Commercial Clinics (4 - Mining and 1 - Agriculture)

SERVICES

MATERNAL CHILD HEALTH

PREGNANCY

It has been the pledge of the Province that all pregnant 
mothers should be exa-

mined at least once at a health facility. This process has bee" strengthened by

the training of all health wcrkers including nurse aides 
to identify the "at

risk factors" of both mother and the unborn baby.

/4 .......



-4-

All pregnant mothers are immunised against Tetanus.

DELIVERY

All mothers are encouraged to deliver under trained personnel. Upgrading of

traditional midwives is an ongoing exercise at health centres under the tuition

of trained midwives.

POST NATAL

Not all mothers attend post-natal clinic at six-weeks. Efforts are being made

to establish a suitable period when they can attend. The CBDs on their daily

home visits encourage mothers to attend post-natal clinics and so they will

only issue the client with one packet of oral contraceptives.

Perinatal meetings are held at district hospitals to determine the causes and

rates of infant mortality and morbidity and maternal deaths.

NUTRITION

Growth monitoring of the new born baby is an ongoing process. To ensure nutri-

tional status in the community all District Nursing Officers are expected to

take an active part in the Interministerial Protein Food Management programme

headed by Agritex which involves vegetable and fruit growing, fish ponds,

poultry and pig keeping.

The target is to feed children under the age of five.

FAMILYUPLANNING

Mothers enjoy the service of the supermarket approach practised in health centres.

The objective is to train all health workers in the delivery of Family Planning

in all health facilities.

EXTENDED PROGRAMME ON IMMUNISATTON

The total target population within the province is 680 000 and the project is

expected to have achieved an 80% coverage by the end of 1990. All health centres

are provided with refrigerators. in order to sustain the cold chain.

HEALTH EDUCATION

This programme forms the basis of all primary health care components.

It is an integral part of all health workers activities to impert knowledge on

health issues to the community so as to achieve the goal Health for all by the

Year 2000. The department arranges mass campaigns on health issues on a yearly

basis.
/5.........
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FARM HEALTH WORKER SCHEME

This scheme was started in 1987 and is funddd by Save the Children Fund, UK.

Its aim is to intensively educate farm workers 
in health issues through trained

workers selected from within the farming community.

SCHOOLS HEALTH PROGRAMME

Health centre staff visit schools to address health issues 
concerning young

children and to assess the nutritional status 
especially iodine deficiency which

results in goitre.

HOUSING

The demand for additional housing units depends 
largely on increases in the

population and number of households. 
Expected large scale urban migration in

coming years will lead to enomous demands for new housing.
A

VILLAGISATION

Themis a model village in every district set 
as an example to the rest of the

district.

Ministries involved in the input of this model village are Agritex, 
Department of

Development, the District Administrator representing 
Administration of Local

Government and Physical Planning. The plan involves the demorcation of resi-

dential, grazing and arable land.

The aim is to have stable well structured villages where the 
provision of piped

water, roads and electricity as a future plan, is enhanced. Mobilisation of

communities is made easier where homes are well planned.

URBANISATION

There are four urban centres within the province 
- Shamva, Bindura, Mvurwi and

Glendale.

These were formed as commercial farm settlements and the growth depended on the

farming and mining operations within the vicinity. 
There has not been much

change except that housing units are being 
increased.

COMMUNAL AREAS

Rural Service centres have been more structured 
than !i the past where commer-

cial or business centres were scattered all over 
growing haphazardly. The

more viable of these service centres eventually grow into "GROWTH POINTS", The

growth is controlled by goverhment making 
allowances for future expansion.

/6.....
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Proper planning is carried out with demOrcation 
of the land into stands with

the aim of providing facilities such as water, 
electricity and telephones.

The Government provides such infrastructure 
as bus termini, bus shelters, blair

toilets, market stalls with a kitchen attached. 
These also become collection

points for grain to storage depots.

REFUGEE CAMPS

With the civil unrest in neighbouring Mozambique, 
there has been an influx of

refugees into the province* There are two refugee camps in the Rushinga

District - Mazowe river Bridge with a population of 28 
thousand and Nyamati-

kiti with a population of 2 000. The latter population is not allowed to grow

beyond the present mark due to limited 
water supply in the area. There is

piped communal water supply and each family 
has a blair toilet.

The Non-governmental organisation (NGOs) involved 
in the sponsoring of activities

are:-

CADEC involved in training inmates skills like 
building, carpentry and woodwork.

Norwegian People's Aid (NPA) which has supplied material 
such as welding equip-

ment.

Association of Women's Clubs - involved in teaching women needlework.

Food is supplied by the UN High Commissionef for ,Refugees. V4

EDUCATION

Mashonaland Central is an expansive land which 
is thinly populated in certain

areas.

Before independence there were only 3 missions 
run secondary schools. Now the

province has 320 primary schools and 104 secondary 
schools. Basically the

rural school suffer for lack of trained teachers as there 
are not enough

incentives to attract them.

Education is due to the corporate action between responsible authorities V the

government and the parents. The Government gives financial aid in the 
form of

per capita grant for the development of secondary schools. 
In primary schools

parents meet the building grant in the form of levies and provide bricks and

labour.

The Education Apt encourages farmers to build schools on their farms 
but does

not force. Normally farmers will provide for primary schoole ducation as it

/7......
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is cheaper than secondary school education and also as a control to keep educa-

tion at its minimum for the supply of cheap labour.

There is a large percentage of dropouts especially girls as they tend to be given

cc y1nmarriage at puberty as is custom in the border areas of the province.

Girls who fall pregnant are withdrawn from the formal system of education and

will join the non- :ormal system later on.

ADULT AND NON-FORMAL EDUCATION

District Literacy co-ordinators have launched a literacy campaign assisted by

headmasters and the political party to mobilise and conscientise the community.

About 80% of Zimbabwe's population is illiterate - a colonial inheritance.

The Province runs 541 literacy classes with an attendance of 13 298 Females and

1 291 Males. The reasons for the low figure in male attendance is attributed

to:

- Men out working.

- M en were more educated customarily.

- Men are ashamed to come out as needing education.

STUDY GROUPS

These are a lot cheaper in fees. They provide education facilities for the wor-

king community, for supplementing, opportunities for formaL school dropouts.

They are run by headmasters, and controlled by the region.

EMPLOYMENT

Most people are employed in agriculture of one type or another.

Small Scale Farming - Chesa and Karuyana in Mt. Darwin

Nyakapupu in Guruve

Commercial - as labourers in the large commercial farms.

Subsistence - In all the communal areas whcre cash crops such as
cotton, soya beans and groundnuts are grown and also
grain for coesumption and the surplus sold.

MINING:-

Mines are owned by conglamerates like:

LONRHO - Gold (Mazowe and Shamva)

ANGLO-AMERICAN - Nickel (Trojan and Madziva)

CLUFF (BRI ISH) - Gold (Bindura)

Most 'of the underground workers are immigrants from neighbouring Malawi and

/8.........



Mozambique.

TRANSPORT:

There are huge haulage firms which carry mostly grain and cotton from the commercial

farms.

DESTRICT.DEVELOPMENT FUND:

Offer employment to local inhabitants during the construction of roads and bridges

which may take ariything from 12 - 24 months.

POVERTY LEVELS

The most disadvantaged are residents of areas in the border districts 'of Mt.

Darwin, Rushinga, Guruve and Centenary. These areas have been neglected due to

distance and there is lack of basic infrastructure eg. roads. They also lie in

region 4 with very little rainfall.

The situation has been aggr(lvated by the fact that adjacent areas in neighbouring

Zambia and Mozambique have also been neglected resulting in lack of influence.

These residents of these areas still follow some (1trogressive customs, eg.

girls are given away in marriage at puberty. This has serious implications on

the education of the girls, their fertility (as they start child-bearing at an

early age) and on the health aspects of the community.

RELIGION:

The Salvation Army and the Catholic Churches are very involved in the development

of the province, in education and health.

There is also a substantial number of 'Vapostori' who neither send children to

school, hospitals nor for immunisation, making the implementation of Government

policy very difficult.

FAMILY PLANNING

For administrative purposes, the Zimbabwe National Family Planning Council has

offices in its eight provinces ensuring an effective implementation of the pro-

gramme throughout.

The Council is divided into three service units, theee supporting units and a

general administrative and housekeeping unit.

/9........
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EDiCAL CLINICAL UNIT

The Province has a Provincial Nursing Officer whose duty is to coordinate Family
Planning services and delivery within the province in close liaison with Ministry
of Health and private sector personnel.

Duties include:-

- Examination of clients

- Selection of suitable method

- Issuing of contraceptives and insertion of IUDs
- Management of problems

- Counselling of clients

- Taking pap smears for the early detection of cervical cancer
- Referring at risk clients to medical specialists.

CBD PROGRAMME

The Province has 63 CBDs and six Group Leaders each in charge of 10 to 11 CBDs
within a district and a Senior Educator who is the overall coordinator at
provincial level.

The CBD programme forms the backbone- of the Zimbabwe National Family Planning
Council programme.

The medical aspect of the CBDs work is supervised by the Senior State Certified
Nurse, who in turn is supervised by the Provincial Nursing Officer. It is gene-
rally acknowledged that the success of the CBD programme is attributed to the
quality of supervision obtained from this structure.

Under this programme the CBDs educate, motivate and supply pills and condoms to
clients in their homes in the rural areas. The CBDs are selected from the
community, by the community where they live.

After their selection they receive six weeks' training in family planning inter-
personal communication and primary health care.

YOUTH ADVISORY SERVICES PROGRAMME

The Youth Advisory Services has three members who cover the whole province in
their activities which are:

- Making presentations on Family Life Education and population issues to
youths in and out of schools.

- Educating parents and equiping them with the correct knowledge attitudes
and skills for them to communicate more effectively with their children in
matters relating to family life and growing up.

... .. ..



- Liaising with teachers, headmasters and members of relavant ministries,

making them aware of the programmes in order to gain backing and support.

THE ENTERPRISE PROJECT

In the province the Enterprise Project is involved in the provision of a comp-

rehensive health package to its workers and their dependants.

Family Planning services include the examination of clients, issuing of contra-

ceptives, insertion of IUDs, distribution of condoms and management of problems.

The commercial organisation involved in the Private Sector programme are two

gold mines, one in Mazowe the other in Shamva and both owned by the Lonrho group.

The Zimbabwe National Family Planning Council personnel only provide technical

input in the form of supervision of!-

a) Clinic services

b) Community based distribution services

c) The male motivation campaign.

The personnel who carry out these services are employed and remunerated by the

mines. All necessary equipment and contraceptives are procured by the mines.

CONSTRAINTS IN THE PROVISION OF FAMILY PLANNING

- Lack of trained manpower in the health centres to deal with clients referred

by CBDs.

- Not enough CBDs to effectively cover the whole province, as each CBD only

covers a 20 kilometer radius.

- Three Youth Advisors are not enough to cover all youths in and out of schools

and all parents in the Province.

STATUS OF WOMEN

Social Injustices were rampant at independence where women worked more hours

in commercial farms for very little pay, were not allowed to own property

and were treated as minors - legally represented by their husbands.

Since 1980 the shift has been towards a more favourable status for women where

they are now involved in building, are extension workers and officers in

Agriculture, Government officers in districts and also hold positions as heads

of departments. Of the G27 multi-purpose cadres at village level nearly three

quarters are women who are responsible for implementing the government's deve-

lopmental policies - a very challenging and responsible endevour.

OFFICIAL POLICIES ON FAMILY PLANNING AND PUBLIC ATTITUDES

Recognizing the relationship between population growth and economic development

/17...
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the Parliament of Zimbabwe in consultation with the Ministry of Health and

the Zimbabwe National Family Planning Council invited Zimbabwean parliamenta-

rians to participate in four regional 3-day workshops on population and deve-

lopment.

A fifth meeting was held to summarise the findings of the four workshops.

Invited participants included:-

- All parliamentarians from each region.

- Provincial Officers of various Government departments in each region.

- Head Office personnel from Ministries of Health, Lands, Agriculture and

Rural Resettlement, Finance Economic Planning and Development, Central Statistic

Office and Zimbabwe National Family Planning Council.

- Non-governmental organisations including rural party officials, Christian Care,

United Nations Agencies, and the University of Zimbabwe, among others.

Workshop participants recognised that the Ministry of Health, the Zimbabwe

National Family Planning Council and other departments were responsible for

recent decreases in population growth and infant and matem al mortality rates.

To support the continuation of this work and to encourage environmentally sound

economic growth the following recommendations were made.

A. THE NEED TO DEVELOP A COMPREHENSIVE NATIONAL POPULATION POLICY

Steps must be taken to implement that policy, involving all levels of our

country's leadership in population and development planning, including

educating our citizens about the relationship of population growth and

development and changing attitudes toward the status of women, family size

and family planning.

B. THE NEED TO IMPROVE FAMILY OPLANNING POLICIES, PROGRAMMES AND SERVICES

Continued economic development requires a strong and healthy population and

a rate of population growth that does not impede economic growth. Birth

spacing of at least two years can greatly improve maternal and child health

and reduce infant and maternal mortality while reducing the birth rate.

Death and suffering caused by illegal abortions from unwanted pregnancies

must be reduced.

Recommendations to support these goals were!-

- Strengthen and continue to expand health services so as to further reduce

infant and maternal mortality.

- Consider increased finding for Zimbabwe National Family Planning Council

so as to expand its scope of operation.

- Establish counselling facilities to help families deal with the problem of

unwanted children.

/13......



- - Develop approaches to discourage early marriages.
- Research the effectiveness of traditional methods of contraceptives using

indigenous people as resea-rchers.

- Consider revising abortion legislation as a step towards reducing deaths from
illegal abortions.

C. THE NEED FOR COMPREHENSIVE EDUCATIONAL CAMPAIGNS To INFORM PEOPLE ABOUT
POPULATION ISSUES AND FAMILY PLANNING OPTIONS
The entire population needed to learn about the effects of rapid population
growth on the family and the nation. Because one quarter of all pregnancies
and half of all abortions occur among our teenagers, the education effort
must be extended to young people.

It was recommended that government:

Extend the effort to inform parliamentarians about population issues to the
provincial and district councils. Parliamentarians should take the lead to
educate their constituents about population issues.

- Intensify dissemination of sex education in schools and youth organisations
through Ministry of Health in conjunction with Ministries of Youth Sport and
Culture, Community and Co-operative Development and Women's- Affairs. In
addition population studies should be added to the curriculum.

- Increase educational campaigns about Family Planning and child spacing.
Educational efforts must target young people and men as well as women.

D. THE NEED TO NmSiDER A REVISION OF ECONOMIC DEVELOPMENT POLICIES SO THAT
RESOURCES ARE MORE EFFECTIVELY AND EQUITABLY DISTRIBUTED THROUGHOUT
ZIMBABWE

The workshop urged the Government to:
- Accelerate social transformation of society.
- Reduce rural to urban migration by investing more resources in rural areas.
- Establish a national security scheme that will provife old age security for

Zimbabweans and respond to the needs vulnerable groups such as infants,
children and mothers-

- Broaden the industrial base to provide alternatives to employment in the
agricultural sectors.

- Improve the status of women by providing more educational and equal employ-
ment opportunities.

- Include environmental assessments in cost benefit analysis for agricultural,
mining and industrial projects.

MALE MOTIVATION CAMPAIGN

Opinion leaders, mostly men, from the village structure, riligious organisations
political structure, have been the target of the male motivation campaign. The

/14..
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aim is to sensitise these leaders 
in order to gain support from them in mobilising

an d educating the male members 
of communities on the importance 

of Family Planning.

Zimbabwe does not have a population 
policy as such but has accepted that 

for

development to be speeded families 
should be small and manageable.

GOVERNMENTAL AND NDGOVERNN-NTAL AGENCIES

The family planning IEC component 
is integrated in the daily 

activities of re-

levant ministries responsible for 
the mobilisation of communities 

for develop-

mental activities, eg. Agritex, Ministry of Local Government 
Rural and Urban

Development, Community and 
Co-operative and Women's Affairs, 

Youth Sport and

Culture, Education, Labour 
and Social Welfare and many 

others. The political

party's women' league is also involved in 
teaching women in health and 

family

planning issues.

All Non-Governmental Organisations 
in Zimbabwe fall under VOICE 

(Voluntary

Organisations in Community 
Enterprise) which sis an umbrella 

body of these or-

ganisations. The director of VOICE sits 
on the Family Planning Board. 

In

this respect it would be easier to 'sell' the concept of family planning 
to

Non-Governmental Organisations.

With government taking an active 
part and providing a substantial 

part of the

budget to Zimbabwe National 
Family Planning Council for 

family planning activities,

it is only a matter of time 
before Family Planning is accepted by the whole

nation as an essential componant 
in development.



FAMILY PIANNING - ZIMBABWE

1 MANICALAND
2 MASHONALAND EAST
3 MASHONALAND CENTRAL
4 MASHONALAND WEST
5 MATEBELELAND SOUTH
6 MATEBELELAND NORTH
7 MIDLANDS
8 MASVINGO.

SOUTH AFRICA

FAMILY PLANNING PROGPAME IN ZIMBABWE

INTRODUCTION:

Zimbabwe has an area of 390 759 square kilometres and lies in the

Southern paxt of Africa. The country has boundaries with Zambia in the

North, Mozambique to the East, South Africa to the South and Botswana

to the West,
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Zimbabwe has a subtropical climate modified by its high altitude,

consequently, the country enjoys pleasant weather in both summer and

winter.

DEMOGRAPHIC STRUCTURE:

1. Population as per 1982 census 7,5 million

Estimated population 1988 9,7 million

2. Population density is 25 people per sq. kn.

3. Composition of Population:

Females 4,9 million - 51%

Males 4,8 million - 49%

Below age of 15 years 4,7 million - 48%

4. Growth rate - 2,8%

5. Fertility rate- 5,7

7. Life Expectancy:

Males - 59 years

Females - 61 years

HISTORY OF FAMILY PLANNING IN ZIMBABWE:

Family Planning was started as early as 1953 in Harare by a group of

volunteers. By 1965 a non-governmental -organization called Family

Planning Association of Rhodesia was formed. The following years saw

more and more government involvement in family planning initially with

Financial assistance then allowing Family Planning Association to

distribute contraceptives at Government health institutions. The
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programme grew in strength until 1980 when it had various units such as

Community Based Distribution (CBD), Medical/Clinical unit with static

and mobile clinics and Youth Advisory Services. With the adoption of

the Primary Health Care strategy which meant the integration of health

services including Family Planning, all progranmes had to be decentralised;

the Government took over the Family Planning Association in 1981 ran it

as a department in Ministry of Health until 1985 when it was made a

parastatal.

With the awareness of inbalances between population growth and the country's

resources more and more organizations have taken to actively participation

in Family Planning in either disseminating information or dispensing

contraceptives.

ORGANIZATIONS INVOLVED IN FAMILY PLANNING:

The organisations involved in family planning in Zimbabwe fall under the

following three categories:

1. Public Sector

(a) Ministry of Health

(b) Zimbabwe National Family Planning Council

(c) City Health Departments

(d) Uniformed Forces Departments - that is Defence, Police

and Prisons.

2. Private Sector

(a) Mission Related Hospitals

(b) Population Services of Zimbabwe

(c) Women's organization
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3. Commercial Sector

(a) Social Marketing

(b) Comerce and Industry (companies)

(c) Private (Doctors) Practitioners

(d) Enterprise Project

i. Mining - Lonrho (PUT) Ltd.

ii. Agriculture - Commercial Farmers

iii. Manufacturing - B.A.T. Zimbabwe and Triangle Ltd.

THE OVERALL GOALS AND OBJECTIVES OF THE ORGANIZATIONS:

(a) Ministry of Health : PUBLIC SECTOR

HEALTH RELATED GOALS AND OBJECTIVES:

The goal of Ministry of Health is the realization of health for all

by the Year 2000.

Ministry of Health has adopted the ambitious programme of Primary

Health Care as a means of achieving that goal; the components of

which are:

i. Health Education

ii. Inun~ization

iii. Prevention of comunicable diseases

iv. Provision of essential drugs

v. Control of locally endemic diseases e.g. diarrhoeal diseases

vi. Water and sanitation programmes

vii. Nutrition programmes

viii. Family Planning.
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Zimbabwe has added two more elements to meet the needs of a

developing country. These are: Provision of Mental Health

Provision of Dental Health.

Besides providing the physical facilities to improve on the health

care services the Ministry of Health is making all efforts to train

essential manpower locally to manage and dispense the services of

the people who need them.

(b) The Zimbabwe National Family Planning Council.: PUBLIC SECTOR

The overall goal is to increase the contraceptive prevalence rate

of modern methods from 35% to 65% by the year 2000.

The Council will achieve this goal by performing the following

objectives:

i. Popularising and promoting the provision'of adequate

suitable, acceptable and accessible facilities in the

country for child spacing and family planning.

ii. Providing facilities for the investigation and treatment

of infertility among persons in need of such investi-

gation or treatment.

iii. Systematically pranoting the practice of child spacing

by offering information and service to the entire

population with special emphasis on the youth, semi-

urban and rural population, thereby increasing their

social well-being especially in the area of family health.
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iv. Participating actively with other organisations or

institutions in the formulation and implementation of

primary health care progranms and other comunity.

v. Extending of child spacing information and services

by increasing the Councilts management, technical

and training capacity.

vi. Stimulating and developing and awareness among

medical students and medical personnel generally

regarding the scientific basis of child spacing,

and family planning and the practical implementation

of related progrnames by medically acceptable methods

and practices.

vii. Carrying out or assisting and carrying out research

into reproductive health and the effects of contra-

ceptives on the health of the users of contraceptives

and other persons.

(c) Local Government Authorities - City Councils, Rural Councils

and District Councils : PUBLIC SECTOR.

The overall goal of the above authorities is to provide affordable

public amenities e.g. water angI electricity roads; social

services e.g. health, education, housing and welfare to all

citizenq of the local authority.

In order to achieve the above goal the local authorities have
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embarked on the following undertakings:

i. Providing a conprehensive health package with

special emphasis on primary health care.

ii. Providing and administering water, electricity

and sanitation in towns and rural service centres,

grazing, residential, and arable land in ccnmunal

areas.

(d) Unifonned Forces Departments (Defence, Police and Prisons)

The overall goal is to maintain law and order and defend

the country in times of unrest.

The health related objective is to provide basic health

facilities in the form of hospitals and clinics and

services like treatment of minor ailments and family planning

to the force members and their immediate families in their

work environment without having to travel long distances

for the services.

PRIVATE SECI'OR

(a) Mission Related Hospitals

These are managed by church organisations but work under the

technical direction of District Health Services Authorities.

Their objeqtive is to support, supervise and up-grade the

health activities in the country.
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(b) Women's Group - Kubatsirana Project Status of Women Related:

This project is guided by the philosophy tiat women have inter-

related needs - education, infonation, economic self-sufficiency,

health and family planning. The needs must be addressed simulta-

neously. The three major components of the Kubatsirana Project

are:

i. ADULT LITERACY

Seerl as the key to self development focuses on practical

reading, writing and numerical skills and rely on day to

day examples.

ii. INCOME GENERATION

Women are taught democratic decision making, project

developmentplanning and budgeting, book-keeping, cost

exercises, marketing, loan policies and.procedures,

credit and project monitoring and evaluation. As part

of the process, women are taught how to assess promising

income generating activities in their camunities and how

to mobilise local resources.

iii. FAMILY PLANNING

A cammunity based teacher trained in population issues

helps the women understand the relationship between

family size, self development and family planning.

As follow-up, Carnmunity Depot Holders who are volunteers

chosen by the women groups received training and now

keep modern contraceptives in their homes for distribution
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to group members.

COMMERCIAL SECTOR

The general objective of this sector is to make profit.

i. SOCIAL MARKETING FOR CHANGE

The Family Health Care Progranme makes contraceptives available

through pharmacies and private practitioners to the clients

who can afford it. The brands of the oral contraceptives,

I.U.Ds and condoms available through this programne are different

from those obtained from the public sector programnes.

ii. PRIVATE ETERPRISE PROGRAMME

The main objective is to increase the provision of family planning

information, nwtivation and education as well as counselling

skills provided by their health personnel.

Another objective is to provide family planning services to

workers and their families in their work environment without

having to travel long distances for the services.

The Private Sector has consistantly adopted innovative approaches

in health care. The sectors involved seek to improve the health

and well being of their comunities by expanding the family planning

service ccmponent of their health care.

iii. COMMERCE AND IN1DUSTRY

The rationale and objectives are same as for the Private

Enterprise Programme.
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DIFFERENT STRATEGIES TO FAMILY PLANNING SERVICES DELIVERY IN ZIMBABWE:

A - CLINIC BASED

i. MATERNAL CHILD HEALTH/FAMILY PLANNING CLINICS

Mothers and children constitute over 70% of the population.

Besides being numerically the largest users of health

services, mothers and children also form a special risk

group due to conditions and complications associated with

pregnancy and child birth as well as growth in infancy

and childhood. Hence the need for health services to take

full cognisance of the problems of mothers and children.

ii. FAMILY PLANNING SEPARATE CLINICS

These are regarded as specialist services where clients with

-contraceptive related problems are referred for consultations.

They also deal on a small scale with infertility investigations.

B - MOBILE CLINICS

These services were set up specifically for areas which were badly

affected by the war particularly Manicaland Province.

They were also set up for resettlement areas where the infrastructure

for a good health service take time to develop. They also cover comnrer-

cial areas which are too big and far apart where health services are

scarce or non-existant.

C - COMMUNITY BASED DISTRIBUICION PROGFRAMME

The Ccmmunity Based Distribution Programme was introduced in 1968.

It is the principal outreach mechanism of the Council. Under this

programme, 780 CBDs provide education, motivation and screening
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services to clients in their homes in rural areas.

C.B.Ds are selected fram the canmunity by the community and

receive six weeks of training in child spacing, interpersonal

comnunication and Primary Health Care. They must be literate

and able to speak both English and at least one of the two

major indigenous languages (Shona and Ndebele).

C.B.Ds visit villages on a planned 21 day rotation. They are

equipped with a bag and record books and forms, oral contraceptives

and copdoms, screening checklists, a uniform, a hat and a bicycle.

Supervision of the C.B.Ds is provided by a Group Leader (GL)

who is based at district level. Each Group Leader manages 10-12

C.B.Ds. Group Leaders are in turn supervised and supported by

Senior Educators based in the provincial offices. The technical

aspect of the C.B.Ds' work (distribution of contraceptives) is

supervised by the Senior State Certified Nurse who in turn is

supervised by the Provincial Nursing Officer.

MANAGEMENT RELATED PROBLEMS FACING FAMILY PLANNING PROGRAMMES IN GENERAL:

With two-thirds of its funding provided by Central Government the Zimbabwe

National Family Planning Council enjoys the approval and full support of

the government. As a result, nost of the problems faced are internal.

Internal Problems:

i. Lack of trained personnel

Since the training of staff in Family Planning skills was not

integrated in their initial training most nurses who run health
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THE WORLD BANK
Washington, D.C. 20433

U.S.A.

LEWIS T. PRESTON
President

March 5, 1992

The Honorable Dr. Bernard T. G. Chidzero
Senior Minister for Finance, Economic
Planning and Development

Munhumutapa Building
Samora Machel Avenue
Post Bag 7705
Causeway
Harare
ZIMBABWE

Dear Mr. Senior Minister:

I would like to thank you for your kind hospitality during
my recent visit to Zimbabwe. My colleagues and I appreciated
your efforts in designing a program which enabled us to conduct
high level discussions as well as to see development projects.
We were impressed with the economic and social achievements made

in Zimbabwe since Independence.

As we discussed, the impact of the drought was clearly
visible in the agricultural areas we visited. It is as a result

of our shared concern that we are in the process of determining
what assistance the World Bank might render to mitigate the food

and water shortages. I expect that discussions on this issue

will start shortly in Harare between our Resident Mission and

your Government's agencies.

I was happy to see in Harare that the relationship between

Zimbabwe and the World Bank remains strong and open. I am
looking forward to a continued partnership in the further
economic and social development of the country.

Sincerely,



THE WORLD BANK
Washington, D.C. 20433

U.S.A.

LEWIS T. PRESTON
President

March 5, 1992

His Excellency
Mr. Robert G. Mugabe
President of the Republic of Zimbabwe
Munhumutapa Building
Samora Machel Avenue
Post Bag 7700
Causeway
Harare
ZIMBABWE

Excellency:

I would like to thank you for receiving me on February 13
and sharing your views on Zimbabwe's current economic situation
as well as its challenges for the future. I would like to
express my gratitude to the Government for its hospitality and
efforts to make my visit to Zimbabwe so interesting and
memorable.

As we discussed, the ongoing drought could have a serious impact.
We are currently assessing how the World Bank might provide some

immediate assistance to Zimbabwe to cover the foreign exchange
costs of various drought-related expenditures.

From my discussions in Zimbabwe, I have come away impressed
with the strong commitment of the Government as well as the

private sector to pursue the, sometimes difficult, adjustment

program. I am confident that, with the support of the donor
community, Zimbabwe will bring this process to a successful
conclusion. Please be assured that the World Bank will render

all assistance possible to achieve this result.

Sincerely,

(Sig \ e!-- T. Preston



THE WORLD BANK
Washington, D.C. 20433

U.S.A.

LEWIS T. PRESTON
President

March 5, 1992

The Honorable Dr. S. T. Mombeshora
Minister of State
Ministry of Local Government, Rural

and Urban Development
20th Floor, Mukwati Building
Post Bag 7706
Causeway
Harare
ZIMBABWE

Dear Mr. Minister:

Mrs. Preston and I wish to thank you for showing us around
the various development projects in the Mashonaland Central
Province during our recent visit to Zimbabwe.

We very much enjoyed our field visits which gave us an
opportunity to see development activities and to meet with people
to discuss with them their aspirations and problems. We
appreciated the effort which your officials took in preparing for
our trip. We were impressed with the commitment of all people
concerned to the development effort.

I was happy to note the excellent cooperation that exists
between the Bank and the people of Zimbabwe at all levels, and
can assure you of the Bank's continued commitment to assisting
Zimbabwe in its economic development programs.

Sincerely,

(Sgd) isT. Preston



THE WORLD BANK
Washington, D.C. 20433

U.S.A.

LEWIS T. PRESTON
President

March 5, 1992

Mr. E. N. Mushayakarara
Senior Secretary
Ministry of Finance, Economic

Planning and Development
Munhumutapa Building
Samora Machel Avenue
Post Bag 7705
Causeway
Harare
ZIMBABWE

Dear Mr. Senior Secretary:

I would like to thank you for the efforts made by you and
your colleagues in organizing an informative and interesting
program for us. I am grateful that you took the time to
accompany me to my meetings with Government officials.

The discussion at the luncheon with the Permanent
Secretaries was particularly helpful in giving me an initial
insight on progress in the implementation of various aspects of
the structural adjustment program. From our discussions with
Government officials and the private sector, we came away very
impressed with Zimbabwe's commitment to the successful
implementation of its adjustment program.

I was happy to note the cooperation that exists between the
World Bank and the people of Zimbabwe at all levels, and can
assure you of the Bank's continued commitment to assisting in the
country's economic and social development programs.

Sincerely,



The World Bank CABS Centre Tel: 729611/2/3
INTERNATIONAL BANK FOR RECONSTRUCTION (1Ith floor) Telex: 22704 ZW

AND DEVELOPMENT Jason Moyo Avenue Fax: 708659
INTERNATIONAL DEVELOPMENT ASSOCIATION P.O. Box 2960

Harare

DRAFT February 25, 1992

Mr. Govere
District Officer - Glen Norah
c/o Department of Housing & Community Services
Harare City Council
Remembrance Drive
P. 0. Box 1976
Harare

Dear Mr. Govere,

I wish to thank you for showing Mrs. Preston around the interesting urban
development projects in Harare during our recent visit to Zimbabwe.

I regretted that I could not join her on her visit, but I did manage to visit some
projects in the Mashonaland Central Province on the next day. We very much enjoyed our stay in
Zimbabwe which gave us an opportunity to see development activities on the ground, to meet with
people at the grassroots level and to discuss with them their aspirations and problems. We greatly
appreciated the effort which you and your colleagues took in preparing for our visit.

I was happy to note the excellent cooperation that exists between the World Bank and
Zimbabwe at all levels, and can assure you of the Bank's continued commitment to assisting in the
country's various economic development initiatives.

Yours sincerely,

Lewis T. Preston
President



DRAFT February 25, 1992

Mrs. Chakudunga
Headmistress
Kanhukamwe Primary School
P. 0. Box 2016
Glendale

Dear Mrs. Chakudunga,

Mrs. Preston and I would like to thank you for showing us around Kanhukamwe
School during our recent visit to Zimbabwe.

We very much enjoyed the visit which gave us an opportunity to see, and to
understand your plans and problems. We greatly appreciated the effort which you and your
colleagues took in preparing for our visit. We were particularly impressed with the commitment of
both teachers and pupils to protecting the environment and making education work in the face of some
very serious constraints. We hope that the trees that we planted are growing well despite the water
shortage.

Thank you for making an important contribution to our understanding of Zimbabwe's
economic and social development programs.

Yours sincerely,

Lewis T. Preston
President



DRAFT February 25, 1992

Mrs. M. Guvi
Chairperson
Provincial Women's League
c/o Department of Women's Affairs
Ministry of Political Affairs
ZANU (PF) Headquarters
P. Bag 7762
Harare

Dear Mrs. Guvi,

Although I could not join Mrs. Preston on her field visit, I wish to thank you for
showing her around the various development projects at Murewa during our recent stay in Zimbabwe.

We both very much enjoyed our visit to Zimbabwe which gave us an opportunity to
see development activities on the ground, to meet with people at the grassroots level and to discuss
with them their aspirations and problems. We greatly appreciated the effort which you and your
colleagues took in preparing for our visit. We were impressed with the commitment of all people
concerned in tackling the country's development challenges, despite the serious constraints imposed
by the ongoing drought.

I was happy to note the excellent cooperation that exists between the World Bank and
the people of Zimbabwe at all levels, and can assure you of the Bank's continued commitment to
assist in furthering the country's economic and social progress.

Yours sincerely,

Lewis T. Preston
President



D R A F T February 25, 1992

Mrs. S. Nyoni
Deputy Secretary
Department of Women's Affairs
Ministry of Political Affairs
ZANU (PF) Headquarters
3rd Floor (West)
P. Bag 7762
Harare

Dear Mrs. Nyoni,

Although I could not join Mrs. Preston on her field visit, I wish to thank you for
showing her around the various development projects at Murewa during our recent stay in Zimbabwe.

We both very much enjoyed our visit to Zimbabwe which gave us an opportunity to
see development activities on the ground, to meet with people at the grassroots level and to discuss
with them their aspirations and problems. We greatly appreciated the effort which you and your
colleagues took in preparing for our visit. We were impressed with the commitment of all people
concerned in tackling the country's development challenges, despite the serious constraints imposed
by the ongoing drought.

I was happy to note the excellent cooperation that exists between the World Bank and
the people of Zimbabwe at all levels, and can assure you of the Bank's continued commitment to
assist in furthering the country's economic and social progress.

Yours sincerely,

Lewis T. Preston
President



DRAFT February 25, 1992

Mr. Dhlamini
Rukunguwe Irrigation Scheme
c/o Governor
Mashonaland Central Province
P. 0. Box 445
Bindura Il

Dear Mr. Dhlamini,

I wish to thank you for showing me and my World Bank colleagues around the
Rukunguwe Irrigation Scheme during my recent visit to Zimbabwe.

I very much enjoyed my visit which gave me an opportunity to see development
projects on the ground, to meet with people at the grassroots level and to discuss with them their
aspirations and problems. I greatly appreciated the effort which you and your colleagues took in
preparing for my visit. I was impressed with the commitment of all people involved in the irrigation
scheme despite the current serious water constraints.

I was happy to note the excellent cooperation that exists between the World Bank and
Zimbabwe, and assure you of the Bank's continued commitment to assisting in the country's
development efforts. L

Yours sincerely,

Lewis T. Preston
President



DRAFT February 25, 1992

Captain Joan Gibson
Matron
Howard Hospital
P. O. Box 109
Glendale

Dear Captain Gibson,

I wish to thank you for showing Mrs. Preston around Howard Hospital during our
recent visit to Zimbabwe. Unfortunately, I could not join her as I was visiting the Rukunguwe
Irrigation Scheme.

We both very much enjoyed our field visits which gave us an opportunity to see
development projects on the ground, to meet with people at the grassroots level and to discuss with
them their aspirations and problems. We greatly appreciated the effort which you and your
colleagues took in preparing for our visit. Mrs. Preston was particularly impressed with the family
planning and maternal health care services being provided at the Hospital and with the commitment of
all health workers concerned, despite obvious constraints.

Thank you for making an important contribution to our understanding of Zimbabwe's
economic and social development programs.

Yours sincerely,

Lewis T. Preston
President



DRAFT February 25, 1992

Mr. R. Banks
Chairman
Zimbabwe Association of Business Organizations
Chamber of Mines
Stewart House, North Wing
Central Avenue
P. 0. Box 712
Harare

Dear Mr. Banks,

I would like to thank you for arranging a very interesting meeting with the leaders of
the private sector during my recent visit to Zimbabwe.

The meeting gave me an excellent opportunity to appreciate the important role that the
private sector plays in Zimbabwe's economy and to understand its problems and aspirations. I was
impressed with the commitment of the sector in tackling the challenges associated with structural
adjustment despite some serious constraints, including the current drought.

I was happy to note the excellent relationship that exists between the World Bank and I
the private sector in Zimbabwe, and can assure you of the Bank's continued commitment to assisting
in the country's economic and social development.

Yours sincerely,

Lewis T. Preston
President



DRAFT February 25, 1992

Mr. F. T. Millar
Sachel Farm (Pvt) Ltd
P. 0. Box 96
Glendale

Dear Mr. Millar,

I wish to thank you for showing me and my World Bank colleagues the horticultural
activities at your farm during my recent visit to Zimbabwe.

I very much enjoyed the visit which gave me an opportunity to see development
projects on the ground, to meet with farmers and to discuss with them their aspirations and problems.
I greatly appreciated the effort which you took in preparing for my visit and your detailed explanation
of the various aspects of horticultural production and marketing. I wish you good luck in your
endeavours and hope that your farm will not be affected too badly by the current drought.

Thank you for making an important contribution to my understanding of Zimbabwe's
economic and social development programs.

Yours sincerely,

Lewis T. Preston
President



DRAFT February 25, 1992

The Hon. A. Kabasa
Governor
Mashonaland East Province
P. 0. Box 445
Marondera

Dear Governor Kabasa,

Although I could not join Mrs. Preston on her field visit, I wish to thank you for
showing her around the various development projects at Murewa during our recent stay in Zimbabwe.

We both very much enjoyed our visit to Zimbabwe which gave us an opportunity to
see development activities on the ground, to meet with people at the grassroots level and to discuss
with them their aspirations and problems. We greatly appreciated the effort which you and your
colleagues took in preparing for our visit. We were impressed with the commitment of all people
concerned in tackling the country's development challenges, despite the serious constraints imposed
by the ongoing drought.

I was happy to note the excellent cooperation that exists between the World Bank and
the people of Zimbabwe at all levels, and can assure you of the Bank's continued commitment to i
assist in furthering the country's economic and social progress. L

Yours sincerely,

Lewis T. Preston
President



DRAFT February 25, 1992

The Hon. M. Gorejena
Governor
Mashonaland Central Province
P. 0. Box 445
Bindura

Dear Governor Gorejena,

Mrs. Preston and I would like to thank you for showing us around the various
development projects in the Mashonaland Central Province during our recent trip to Zimbabwe.

We very much enjoyed our field visit which gave us an opportunity to see
development activities on the ground, to meet with people at the grassroots level and to discuss with
them their aspirations and problems. We greatly appreciated the effort which you and your
colleagues of the Provincial Development Committee took in preparing for our visit. We were
impressed with the commitment of all people concerned in tackling the various development
challenges, despite the serious constraints imposed by the ongoing drought.

I was happy to note the excellent cooperation that exists between the World Bank and
the people of Zimbabwe at all levels, and can assure you of the Bank's continued commitment to
assisting in the country's economic and social development programs.

Yours sincerely,

Lewis T. Preston
President



DRAFT February 25, 1992

Mr. B. Masanzu
Deputy Director of Housing
Department of Housing & Community Services
Harare City Council
Remembrance Drive
P. 0. Box 1976
Harare

Dear Mr. Masanzu,

I wish to thank you for showing Mrs. Preston around the interesting urban
development projects in Harare during our recent visit to Zimbabwe.

I regretted that I could not join her on her visit, but I did manage to visit some
projects in the Mashonaland Central Province on the next day. We very much enjoyed our stay in
Zimbabwe which gave us an opportunity to see development activities on the ground, to meet with
people at the grassroots level and to discuss with them their aspirations and problems. We greatly
appreciated the effort which you and your colleagues took in preparing for our visit.

I was happy to note the excellent cooperation that exists between the World Bank and
Zimbabwe at all levels, and can assure you of the Bank's continued commitment to assisting in the
country's various economic development initiatives.

Yours sincerely,

Lewis T. Preston
President



DRAFT February 25, 1992

Mrs. Mudzura
District Officer, Budiriro
c/o Department of Housing & Community Services
Harare City Council
Remembrance Drive
P. 0. Box 1976
Harare

Dear Mrs. Mudzura,

I wish to thank you for showing Mrs. Preston around the interesting urban
development projects in Harare during our recent visit to Zimbabwe.

I regretted that I could not join her on her visit, but I did manage to visit some
projects in the Mashonaland Central Province on the next day. We very much enjoyed our stay in
Zimbabwe which gave us an opportunity to see development activities on the ground, to meet with
people at the grassroots level and to discuss with them their aspirations and problems. We greatly
appreciated the effort which you and your colleagues took in preparing for our visit.

I was happy to note the excellent cooperation that exists between the World Bank and i
Zimbabwe at all levels, and can assure you of the Bank's continued commitment to assisting in the
country's various economic development initiatives.

Yours sincerely,

Lewis T. Preston
President
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To welcome Frank & a Aine Taverner of Devej 'ment
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(DBSA) who joined th- Office



PROGRAM FOR MR. PRESTON'S VISIT TO SOUTH AFRICA
FEBRUARY 13 TO 15, 1992

Thursday, February 13, 1992

16.45 - Arrival in Johannesburg
Jan Smuts Airport (no official ceremony)

17.30 - Arrive at Sandton Sun Hotel

19.30 - Briefing on recent developments by
Messrs. Isaac Sam and Alun Morris of
the Bank's South Africa Country Team

20.00 - Dinner with Mr. Nelson Mandela and
senior ANC colleagues at the Sandton Sun

Friday, February 14, 1992

07.30 - Breakfast with Mr. Barend du Plessis, Minister of Finance, who plans
to fly from Cape Town overnight for the breakfast. Also
attending: Professor Owen Horwood, acting Chairman of the
Development Bank of South Africa; and Mr. Andre Le Grange, chief
executive of the same bank.

9.00 - End of breakfast

Mid-morning - Meeting with Mr. Derek Keys, newly-appointed Minister for
Economic Cooperation, formerly a leading figure in the corporate
sector, at the Sandton Sun

12.30 - Lunch hosted by Dr. Christian Stals, Governor of the Reserve Bank of
South Africa, and Governor of the Central Bank; to be attended by
leading figures from government, business and finance. In Pretoria or
Sandton Sun.

14.30 - End of lunch

16.00 - Meeting with Julian Ogilvie-Thompson, head of the Anglo-American
group. At the group's Johannesburg headquarters.

17.30 - Arrive at Sandton Sun

18.15 - Check out



18.45 - Meeting with Mr. Frank Mdlalose, Nation Chairman of Inkatha, and
senior colleagues in VIP Lounge at Jan Smuts Airport (he plans to fly
from KwaZulu in a chartered plane)

19.45 - Board flight for 20.15 take-off

Note: If Mr. Mandela cannot meet Mr. Preston for dinner on
February 13, Mr. Preston would instead have dinner with Mr. Cyril
Ramaphosa, General Secretary of the ANC, and Thabo Mbeki,
Secretary for International Affairs; and then pay a short courtesy call
on Mr. Mandela during the Friday.

20.15 - Departure for London
(British Airways flight 234)

Saturday, February 15, 1992

06.45 - Arrival at London Heathrow
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* MR L PRESTON
P ESIDENT OF TtfE WORLD 13ANK GROUP

Mr and Mrv Lewio Preaton President of the World Bank

Mr Ayo Langley Executive )DrGctor1 English African

$r Stephen Df nntrectori Southern Afriea
Department

t14 Alu; MoriA Cutntry Opertions 1ivis i
Southern Afkrica Deparhint.

Mr Isaac Sa- Infra4trutturf Operationsi Divialonz
Southern Africa DepaitMent

Mg Gisu mnhadjej Personal Assiot;-;m. Lo the P~rres idcnt

Fred Brorttt
Dtapirtment of Finande

-Tel; (01?-) 31 -5569 (work)-
(012) 9 -1063 (ho 1e)

Fax: (012) 2 K-95EI0

16145 Arrival on A r Zmbabwe'
Transfer to andtlon Sun Hotel
P0 Box 78490
SANOTON
Tel: (Ott) 383-0701

Will be mnt ly My Browne
Protocol ha been arrangod
Tranetport to 1iothl has been arranrigr.-d (Ref: J 009105)

20:0041br Nolson Mar dtMl and r
*Sandton Sun Ifotal (d;' (a -6 Alt"

07:30 Brea fast
"Fusahin
Safld tor Sun fut.
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12:45 Lunch

Sandton Munr Hotel

Host! Dr CL Mtals (2)
Pre idehtt South Atrican Reserve Bank

14!30 Car to pick up Mi Langloy at Hotel for Airport
(Ref J 009 i06i)

14:30 Mr vrestdn eavo* fot M Hixry oppanhei 6

15;45 meeting witl Inkktha Freldom Party (3)
SantonSun 11otal,

17:00 Meeting wit & Minlter Derok Keya-
Min$ster of TrjAd and Industry rnd Econt Caordina on
sandton Sun KMt.*

16;45 Transfer to Airpbzt
Transport h s boen arranged (Ref: J 0096107)
VIP Rubm ha beeh arraned

20115 Depart with 8vitlsh Air SA 56 to Loridon
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MR PRESTON'S SOUTH AFRICA PIOGRAM

= Mrs Preston included)

Thursday, February 13

4:45pm: Arrive at Jai) Smuts Airport, Johannesburg. Met byMr Fred Browne, Deputy Direltor, Department ofFinance (low-key).

5:30pm: Arrive at Sandton Sun h tel in Johannesburg
northern suburbs.

7:00pm: * Briefing on political and economic developments by(to 7:45pm) Isaac Sam And Alun MorriV, AF6C0.

Venue: Gardenia Room, Sandton Sun.

A-0opm: * Dinner. Dr, Nclawn Mandela, Pretldont of the ANC,
and Thabo Mbeki, ANC Secretary for International
Affair:. Attendiny rur Lhe banK: Mrs Preston, Ms
Mohadjer, Mr Langley. Mr Thahana, Mr Donning, Mr
Sam, Mr Morris.

Dress: Business Suit.

Vonuc: To be decidvd.

Friday, February 14

7:30am: Breakfast. Given by the Hon. Barend Du Plessis,(to 9:00) Minister of Finance. Accompanied by: Mr GerhardCroeser, Director-General, Finance; Dr. EstienCalitz, Deputy-Director-General, FinancialPlanning, Dr. Frans Le Roux, South Africa's.Principal Resident Representative to the IMF andWorld Bank, Washington DC; Mr Fred Browne, Deputyfirector, Dcpartment 6r Fi11011LmJ.

Venue: Fuschia Room, Sandton Sun

9:30am: Meeting. Mr Julian Ogilvie Thompson, Chairman of(to about Anglo American and De Beers.
10:50)

Venue: Gardenia Room, Sandton Sun
11:15am: * Meeting. Mrs Albertina Sisulu, Deputy President,(to about ANC Women's League, and member of ANC National12:25pm) Executive, and her daughter-in-law, Sheila Sisulu,

Co-ordinator of Joint Enrichment Project for"marginalized youth".

Venue: Gardenia Room, Sandton Sun



12:45pm: Lunch. Hosted by Dr. C.L. itals, Governor of(to 2:30) South African Reserve Bank, and Governor of WorldBank. Accompanied by: Orofessor Owen Horwood,Acting Chairman, Devegopment Bank of SouthernAfrica (DBSA), Mr Andre La Grange, Acting ChiefExecutive of DBSA, Mr I-J. Mloolman, Director, S.A.Reserve:Bank, Mr D. Krogh,: Adviser, S.A. Reserve.Bank, and Dr. Frans Le Poux, South Africa's.Principal Resident Represenitative to the IMF andWorld Bank, Washington D.C.

Venue: "Chapters" private dining room, SandtonSun

(2:30pm: Mr Langley departs for airport for 4:05pm flight.having checked out before lunch).
2 13OpM! * Mj PuebLum leaves Dy Anglo American car to joinMrs Preston at the end of her lunch with Mrs HarryOppenheimer at the Oppenheimer home in Parktown.
2:50pm: Mr Preston arrives at Oppenheimer home.
3:20pm: * M Yn n A U t,-.S 0

J*4Qnm; Arrive at iindton tuA.

3:45pm: Meeting. Inkatha Freedom Party. Mr Musa Myeni,(to 4:45) head of International Relations, Ms Suzanne Vosand Mr Alistair Macauley, Members, of InkathaExecutive Board.

Venue: Gardenia Room, Sandton Sun.
5:00pm:
(to 6:00) Meeting. The Hon. Derek Keys, (new) Minister forTrade and Industry and for Economic Co-ordination,and former Chairman of Gencor .

Venue: Gardenia Room (optional: Mr & MrsPreston's suite).

6:45pm: Leave hotel for airport.

7:15pm: Arrive at airport for 8:15pm, flight (use of VIPlounge). Attended by Mr Fred Browne, DeputyDirector, Department of Finance.
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SOUTH FRICA PROGRAM FOR MRS PRESTON

T I iu rsd gy, F jehy, *

530pm; A i, t Sandton Sun Itel Jehannesburg

8, 00wi, D" V DI . Ncla M1.1J4l& &AS Mv Tha Hbeki (as
ver-4, Preston's program).

Venu To be decided

(Shoft cocktail dress would be appropriate).

Friday February 14

8:' am: Car ahd driver will bring Ms Lili dri s Lu
Sandton Sun Hotel to take you to the "Streetwise"
projecit in Hillbrow, Johannesburg, where you will
meet wi th- Robert-Kirkhaim- ead-f- he -school; and-
others. ("Streetwise" is a charity - supported
project for homeless street boys, who are provided
accomnodation and enrolled in school).

9:00am: Arrive at "Streetwise"

10:00am: Depart for Sandton Sun Hotel.

10:30am: Arri.ve..at hotel.

10:30-11:00am Free time for crafts shopping in hotel mall.

11:15am: Meett ng with Mrs Albertina Sisulu and Mrs Sheila
Sisul.u (as per Mr Preston's program).

Venue. Gardenia Room, Sandton Sun

12:30pm: Leave'hoteI by Anglo American car for lunch with
Mrs Harry Oppenheimer at Parktown.

3:20pm. Leave For hotel with Mr Preston (who will have
joined you at 2:50pm).

3:40pm: Arriv0. at hotel.

3 . 45pm. Fr 1 i f.i Jhvppi'y in Sandton Sun mall (shops
close at 5:00pm - a few maybe at 5:30pm).

6:45pm: Leave hotel for airport.



MR PRESTON'S SOUTH AFRICA PROGRAM

= Mrs Preston included)

Thursday, February 13

4:45pm: Arrive at Jan Smuts Airport, Johannesburg. Met oy
Mr Fred Browne, Deputy Director, Department of
Finance (low-key).

5:30pm: Arrive at Sandton Sun hotel in Johannesburg
northern suburbs.

-33qA: -2 er'av4TC fe,- ArvC crea-
7:00pm: * Briefi on polit-cal and economic developments by
(to 7:45pm) Isaac am and Al n Morris, AF6CO.

Ven e: Gard ia Room, Sandton Sun.

8:00pm: * Dinner. Dr. Nelson Mandela, President of the ANC,
and Thabo Mbeki, ANC Secretary for International
Affairs. Attending for the bank: Mrs Preston, Ms
Mohadjer, Mr Langley, Mr Thahane, Mr Denning, Mr
Sam, Mr Morris.

Dress: Business Suit.

Venue: To be decided.

Friday, February 14

7:30am: Breakfast. Given by the Hon. Barend Du Plessis,
(to 9:00) Minister of Finance. Accompanied by: Mr Gerhard

Croeser, Director-General, Finance; Dr. Estien
Calitz, Deputy-Director-General, Financial
Planning, Dr. Frans Le Roux, South Africa's
Principal Resident Representative to the IMF and
World Bank, Washington DC; Mr Fred Browne, Deputy
Director, Department of Finance.

Venue: Fuschia Room, Sandton Sun

9:30am: Meeting. Mr Julian Ogilvie Thompson, Chairman of
(to about Anglo American and De Beers.
10:50)

Venue: Gardenia Room, Sandton Sun

11:15am: * Meeting. Mrs Albertina Sisulu, Deputy President,
(to about ANC Women's League, and member of ANC National
12:25pm) Executive, and her daughter-in-law, Sheila Sisulu,

Co-ordinator of Joint Enrichment Project for
"marginalized youth".

Venue: Gardenia Room, Sandton Sun



12:45pm: Lunch. Hosted by Dr. C.L. Stals, Governor of
(to 2:30) South African Reserve Bankt -and Governor of World

Bank. Accompanied by: Professor Owen Horwood,
Acting Chairman, Development Bank of Southern
Africa (DBSA), Mr Andre La Grange, Acting Chief
Executive of DBSA, Mr I.J. Moolman, Director, S.A.
Reserve Bank, Mr D. Krogh, Adviser, S.A. Reserve
Bank, and Dr. Frans Le Roux, South Africa's
Principal Resident Representative to the IMF and
World Bank, Washington D.C.

Venue: "Chapters" private dining room, Sandton
Sun

(2:30pm: Mr Langley departs for airport for 4:05pm flight
having checked out before lunch).

2:30pm: * Mr Preston leaves by Anglo American car to join
Mrs Preston at the end of her lunch with Mrs Harry
Oppenheimer at the Oppenheimer home in Parktown.

2:50pm: Mr Preston arrives at Oppenheimer home.

3:20pm: * Mr and Mrs Preston leave together.

3:40pm: * Arrive at Sandton Sun.

3:45pm: Meeting. Inkatha Freedom Party. Mr Musa Myeni,
(to 4:45) head of International Relations, Ms Suzanne Vos

and Mr Alistair Macauley, Members, of Inkatha
Executive Board.

Venue: Gardenia Room, Sandton Sun.

5:00pm:
(to 6:00) Meeting. The Hon. Derek Keys, (new) Minister for

Trade and Industry and for Economic Co-ordination,
and former Chairman of Gencbr .

Venue: Gardenia Room (optional: Mr & Mrs
Preston's suite).

6:45pm: Leave hotel for airport.

7:15pm: Arrive at airport for 8:15pm, flight (use of VIP
lounge). Attended by Mr Fred Browne, Deputy
Director, Department of Finance.



SOUTH AFRICA PROGRAM FOR MRS PRESTON

Thursday February, 13

5:30pm: Arrive at Sandton Sun Hotel, Johannesburg

8:00pm: Dinner Dr. Nelson Mandela and Mr Thabo Mbeki (as
per Mr Preston's program).

Venue: To be decided

(Short cocktail dress would be appropriate).

Friday, February 14

8:30am: Car and driver will bring Ms Lilian Isaacs to
Sandton Sun Hotel to take you to the "Streetwise"
project in Hillbrow, Johannesburg, where you will
meet with Robert Kirkham, head of the school, and
others. ("Streetwise" is a charity - supported
project for homeless street boys, who are provided
accommodation and enrolled in school).

9:00am: Arrive at "Streetwise"

10:00am: Depart for Sandton Sun Hotel.

10:30am: Arrive at hotel.

10:30-11:00am Free time for crafts shopping in hotel mall.

11:15am: Meeting with Mrs Albertina Sisulu and Mrs Sheila
Sisulu (as per Mr Preston's program).

Venue: Gardenia Room, Sandton Sun

12:30pm: Leave hotel by Anglo American car for lunch with
Mrs Harry Oppenheimer at Parktown.

3:20pm: Leave for hotel with Mr Preston (who will have
joined you at 2:50pm).

3:40pm: Arrive at hotel.

3:45pm: Free time for shopping in Sandton Sun mall (shops
close at 5:00pm - a few maybe at 5:30pm).

6:45pm: Leave hotel for airport.
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Development News-Daily Summary

This summary is prepared by the Information & Public Affairs Division of the World Bank. All material is taken
directly from published and copyrighted wire service stories and newspaper articles. Accordingly, external distribution
or reproduction in any form is prohibited.

Tuesday, February 18, 1992

ASTONISHING TURNAROUND IN THE DOMINICAN REPUBLIC'S ECONOMY. In the
second half of 1990, the Dominican Republic appeared on the brink of financial
collapse, reports the Financial Times (p.4). The net foreign exchange
reserves were negative and the government was behind in payment to all its
creditors, forcing the World Bank to suspend disbursements on its loans.
However, since then, there has been an astonishing change. Estimates suggest

prices rose by less than 5 percent in 1991. Because interest rates were freed

and adjusted for inflation, yielding positive returns for depositors,
Dominicans have started to bring money back from the U.S., where interest

rates have dropped. Dominican central bank figures show the public sector
deficit dropped from 6 percent of gross domestic product (GDP) in 1989 and 5.1
percent in 1990 to 0.1 percent last year. Arrears to the World Bank and other
international organizations were cleared in April.

CHILE'S POOR AWAIT BENEFITS OF NATION'S ECONOMIC TURNAROUND. Nearly two
decades of free-market, export-oriented economic policies have generated
growth in Chile, with many other countries in the region rushing to follow its
example, the Washington Post (p.A7) reports. But there is a marked contrast
between rich and poor, which is more visible than ever throughout Latin
America and may represent an important threat to the region's new and still
precarious economic and political stability. Now, Chile is the first nation
in the region to begin efforts to narrow the income gap. Between a third and
a half of Chileans live in poverty, and 12 percent in "extreme poverty," with
a family income of about $130 a month. Deputy Planning Minister Alvaro Garcia
said the government is trying to make good on President Patricio Aylwin's
promise of "growth with equity" by making changes in the behavior of the
economic model. Garcia said he believes the government can eliminate extreme
poverty by the turn of the century, although some other government officials
are skeptical, the story notes.

BANGLADESH LEARNS LITTLE FROM CYCLONE. Nine months after the cyclone,
despite several hundred million dollars in humanitarian aid and a surfeit of
committee meetings, the government has done little to reduce the death toll if
another cyclone strikes, relief officials said, the Washington Post (2/16,

p.A51) reports. One lesson from the last cyclone was the crucial lifesaving

role of elevate concrete cyclone shelters. The Bangladesh Rural Advancement
Committee, a large independent development group, estimates that between 4,000
and 5,000 shelters would be required to protect the residents of the cyclone
belt. There are at present only about 300 shelters, and not a single one has
been built since last April's cyclone, says the article. The New York Times
(2/16, P.6) carries a story.

U.S. POPULATION POLICY. An op-ed piece in the Washington Post (2/16,
P.C7) by Jessica Mathews, vice president of World Resources Institute, says
that President George Bush's intransigence on world population growth is
keeping the U.S. from saving the lives of millions of women in developing
countries. The article refers to a recent speech to the United Nations by

mohadjler, MS. Gisu
EXC
E 1235 ci)
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former World Bank President Robert S. McNamara in which he outlined an
aggresgive program to slow global population growth, including comprehensive
family planning.

PAKISTAN STRUGGLES TO INCORPORATE BOTH MUSLIM AND WESTERN OUTLOOKS.
Sixteen months after he came to power, Pakistani Prime Minister Nawaz Sharif
has built his centrist government on two hardly complementary political
pillars, the Washington Post, (pA14) reports. He has offered rhetorical and
practical backing for politicized Islamic movements, while at the same time he
tried to create radical free-market economic structures that emphasize
integration with the global economy. But this dual approach is producing
conflict. A decision by a new Islamic court earlier this year to ban all
interest charges in financial transactions has alarmed international investors
and Pakistani bankers. While the decision is subject to review by the
civilian supreme court and is expected to be reversed, economic reformists
worry that the government's desire to appease Muslim conservatives could
scuttle its free-market plan.

WORLD BANK WILL NOT GIVE AID TO SOUTH AFRICA YET. World Bank President
Lewis Preston said last Friday South Africa would not be considered for aid
until black and white leaders had reached a consensus on a democratic
constitution, Reuters reports. At the end of an exploratory visit Mr. Preston
told a press conference that he had been surprised at the speed of political
change, but that the Bank was being careful in its approach. "We cannot move
until the environment is correct for the World Bank to re-enter the country,"
Agence France-Presse quotes Mr. Preston as saying. The Frankfurter Allgemeine
(2/15) notes that Mr. Preston's visit demonstrates that the Bank is eager to
formalize relations to be able to help revitalize the country's economy. The
institution will wait, however, until a transition government is established
which is to be expected some time this year, the article states.

IMF COULD IMPOSE NEW SANCTIONS ON ZAIRE. The IMF on Friday announced it
may impose new sanctions on Zaire, including a suspension of its IMF
membership, if the country does not meet its financial obligations to the
organization, AFP reports. Zaire has been in arrears with the IMF since
November 1990 and has been ineligible to receive credit from the lender since
last September. A story in the New York Times (2/15, p.5) says that despite
dire predictions from most Zairian political analysts and foreign diplomats,
Zaire's President Mobutu Sese Seko seems more firmly in control than ever.

AID DONORS TO ASK PHILIPPINES HOW MONEY HAS BEEN SPENT. The Philippines
will be called to account for billions of dollars in foreign development aid
at a donors meeting in Hong Kong next month, AFP reports. Representatives of
foreign governments and multilateral institutions which contributed to the
World Bank-run Multilateral Aid Initiative for the Philippines will ask Manila
to say what it has achieved with the aid. The March 12 to 13 meeting is to be
chaired by Callisto Madavo (EAlDR), the account states.

POLISH MINISTER RESIGNS OVER ECONOMIC RIFT. Polish Finance Minister
Karol Lutkowski resigned yesterday, reports the Financial Times (p.3). Mr.
Lutkowski, who has only been in office for two months cited "significant
differences" between himself and the rest of the government's economic team as
the reason for his "irreversible" move. AFP notes that he rejected the latest
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economic policy as lax and at variance with commitments to the IMF. A story
in the Guardian (2/17, p.12) says that the Polish governmtnt announced a plan
on Sunday to reflate the country's economy by increasing the money supply in
real terms.

FIVE EX-SOVIET REPUBLICS JOIN ECONOMIC PACT. Five former Soviet
republics yesterday became new members of a regional economic club, reports
the Washington Post (p.A14). Tajikistan, Kirgizstan, Azerbaijan, Uzbekistan
and Turkmenistan were admitted to the Economic Cooperation Organization,
founded by Iran, Pakistan and Turkey 27 years ago. The Wall Street Journal
(p.1) also reports. Separately, the WSJ .(p.Al2) notes that Russia has picked
Goldman, Sachs & Co. as its adviser on foreign investment. The New York-
based investment firm will be advising on how to improve Russia's investment
climate via changes in its tax rates and other areas of legislation. The
WP (p.E4) carries a story.

HUNGER IN THE HORN. Unlike Eastern Europe and the more fortunate
developing countries, the Horn of Africa is too hungry and torn by strife to
do much thinking about early democratization or establishment of a market-
oriented economy, says an editorial in the Washington Post (pA16). In the
face of massive poverty and ethnic strife, issues of governance have tended to
be overshadowed by the immediate struggle for daily human survival. But
despite the magnitude of their needs, these countries have had trouble winning
the full attention of the United States and the world's other major relief
donors, which remain more preoccupied with the former republics of the Soviet
Union and with Eastern Europe. It hardly seems fair, the editorial states.

ETHIOPIA WANTS FAMINE AID FOR 1.3 MILLION DROUGHT VICTIMS. Some 1.3
million people face famine in Northeastern Ethiopia but little aid has so far
been provided, AFP reports. According to a senior Ethiopian relief official,
there had been no response to an appeal for 166,793 tons of food, and he
called on aid agencies and the international community to respond generously.

POLLUTION AND THE POOR. In an editorial on the publication of Lawrence
Summers' (DECVP) memo, the Economist (2/15, p.18/19), which published a story
last week, hopes Mr. Summers will succeed in provoking the debate on "clean
development," which is muddled and risks causing "great, if well-intentioned,
harm to the world's poorest people." All of Mr. Summers' arguments share the
economic premise that environmental policy involves trade-offs, and should
seek a balance between costs and benefits. Many environmentalists would say
his premise if false, as they appear to believe that the only acceptable
amount of pollution is zero and that all pollution above some arbitrarily low
threshold must be stopped. This cannot be right. Controlling pollution is
expensive and the benefits may be small. Environmentalists and "eco-sceptics"
may disagree about these costs and benefits, and where the balance should be,
but the notion that the "right" level of pollution is greater than zero and
varies according to circumstances ought to be uncontroversial. Without that
idea, intelligent discussion of environmental policy is impossible, the
article notes, also pointing to the immense complexities of environmental
policy. The magazine also carries a letter from Mr. Summers and a letter from
James Winpenny of the Overseas Development Institute in London.
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This summary is prepared by the Information & Public Affairs Division of the World Bank. All material is taken
directly from published and copyrighted wire service stories and newspaper articles. Accordingly, external distribution
or reproduction in any form is prohibited. Friday, February 14, 1992

LEWIS PRESTON MEETS WITH SOUTH AFRICAN LEADERS. Nelson Mandela's
African National Congress yesterday thanked the World Bank for staying out of
South Africa, after a meeting in Johannesburg between ANC leaders and World
Bank President Lewis Preston, Agence France-Presse reports. ANC President
Mandela, economics chief Max Sisulu, Secretary-General Cyril Ramaphosa and
other ANC leaders met Mr. Preston soon after his arrival in Johannesburg from
Harare, Zimbabwe. AFP also reports that Mr. Preston met with South African
Finance Minister Barend Du Plessis this morning. No details of the breakfast
discussion were released and a government spokesman said there would be no
statement as Mr. Preston regarded the visit as unofficial. Mr. Mandela
expressed gratitude to Mr. Preston at a dinner meeting Thursday for the World
Bank's "non-engagement with the apartheid regime." Reuters reports that Mr.
Preston said before flying to South Africa yesterday that he hoped his trip
would increase understanding on all sides on the need for preparatory talks
before the Bank resumed operations there.

BANK OPTIMISTIC ON ZIMBABWE. Top World Bank officials predicted
yesterday that Zimbabwe would receive a positive response from aid donors at a
consultative meeting in Paris next week on the country's economic reform
program, Reuters reports. World Bank President Lewis Preston told reporters
he had been impressed in talks in Harare on the "unanimity on the importance
of the successful completion of the program." "If anything is a plus, it's
the depth of the commitment to the economic structural adjustment program
here," Mr. Preston said. "There will be questions about the land reform
program, about civil service reform, if they have done enough contingency
planning for the drought, but I think things are going to go very well at the
donors' meeting in Paris," he added. Stephen Denning (AF6DR) said there was a
consensus on the principles for land reform, which he said had been discussed
at length and in depth at the 1991 Paris donors' meeting.

KARAOSMANOGLU: GATT AGREEMENT IS IMPORTANT. Attila Karaosmanoglu (EXC)
said yesterday it was urgent to reach agreement in the Uruguay round of global
trade talks because failure could stifle world economic growth, Reuters
reports from a meeting of the United Nations Conference on Trade and
Development (UNCTAD) in Cartagena, Colombia. "Failure at this juncture to
make significant progress could postpone by many years much needed benefits.
It could also degenerate into greater discord and further restrictions, which
at worst could stifle growth in industrial and developing countries alike,"
Mr. Karaosmanoglu said.

BANK NAMES NEW TREASURER. Jessica Einhorn yesterday was appointed
treasurer of the World Bank, succeeding Donald Roth, who is leaving for the
private sector, the Financial Times (p.5) reports. She is the first woman to
achieve this rank through internal promotion, the story says.

IFC MAKES HEADWAY IN LATIN AMERICA. IFC is making important headway
encouraging commercial investors to lend more money to Latin America in the
1990s, the Journal of Commerce (p.2A) reports. This year, IFC will double the
volume of its syndicated commercial loans to Latin America's private sector to
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some $600 million, officials say. Participants in these loans are mostly
European banks willing to make long-term loans in the region, unlike their
U.S. counterparts, according to Everett Santos (CL2DR), the story says.

FINANCING A GREEN FUTURE. Representatives from 24 countries today will
discuss in Geneva the future of the Global Environment Facility--a pilot
project that could eventually form the foundation for effective global action,
the Financial Times (p.5) reports. Participants will review ways of
developing the GEF beyond the initial three-year pilot phase which expires in
1994. In a side bar, the FT also reports that developing countries will need
as much as $125 billion a year to introduce the measures likely to be approved
at the United Nations Earth Summit in Rio de Janeiro in June. Maurice Strong,
secretary-general of the summit, said that some of this would come from
existing aid programs but new money of $75 billion a year would also be
required. He added that these figures were likely to be confirmed by the
World Bank's forthcoming World Development Report, and could be achieved if
industrial countries fulfilled their proclaimed aid targets.

WORLD BANK URGES MANILA TO CRACK DOWN ON SMUGGLERS. The World Bank is
pressing Manila to take stronger action against smuggling, Reuters reports.
More than $1 billion of goods are smuggled into the Philippines every year,
notes the Wall Street Journal (p.A8).

PERU RECEIVES IMF PRAISE. IMF Managing Director Michel Camdessus has
praised the success of Peru's 18-month-old structural adjustment program as
"an example for.many countries around the world," the Financial Times (p.5)
reports. But he warned that continuing international support for Peru's
efforts would depend on substantial improvements in tax collection levels.
Mr. Camdessus also stressed the dangers of "adjustment fatigue," both for
Peruvians suffering the direct consequences of economic stabilization and for
those abroad supporting it.

YELTSIN TO 'CORRECT' ECONOMIC REFORMS. Russian President Boris Yeltsin
will issue a decree in the next few days to "correct" some economic reforms,
Agence France-Presse reports. The Russian leadership has "confirmed its
adherence to the strategic line of reforms," but Yeltsin's impending decree
will correct those reforms in the fields of taxation, prices, loans and social
protection, the account says. The European Community plans to draft a common
strategy for aid to the former Soviet republics in time for a key meeting in
March, Reuters reports. A strategy paper to be presented at that meeting will
set parameters for future financial transfers and structural assistance to the
Commonwealth of Independent States. The paper will also be discussed at the
IMF's spring meeting. Separately, Reuters notes that Ukraine's insistence on
servicing its share of former Soviet debts independently could endanger the
EC's aid to the CIS. Growing opposition in Russia to economic reforms has
sparked some concern at the IMF and raised fresh questions about the country's
ability to westernize its economy, Reuters reports. Reuters also notes that
the United States and its allies are close to striking a deal on how best to
smooth the entry of the CIS into the IMF. The Group of Seven looks likely to
agree to give the states of the former Soviet Union a combined stake of some
4.25 percent in the IMF and a seat on the Fund's board, the account states.

Mothadjer, M Gis
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BANK PRESIDENT LAUDS ZIMBABWE'S REFORM PROGRAM. World Bank President
Lewis Preston said Tuesday he was impressed by Zimbabwe's economic reform

program but feared it could be hit hard by the current drought, Agence France-
Presse reports. The World Bank, which three weeks ago agreed to lend Zimbabwe
$175 million, "vigorously supported" the reforms launched just over a year
ago, he said. "I hope that out of this visit with the government, we will

develop some enthusiasm and encouragement which we can share with the donors'
group meeting next week," he told a press conference shortly after arriving in
Harare. Zimbabwe will hold an international donors' consultative meeting in

Paris next week, a year after a similar meeting earned Zimbabwe pledges
totaling $700 million for its reform program. The reforms aim to boost
exports and reduce government expenditure while liberalizing the economy.

Zimbabwe, along with its southern African neighbors, has been hard hit by
drought, forcing a country once seen as the region's breadbasket, to import
grain.

PRESTON VISIT COULD HELP SOUTH AFRICA REGAIN FUNDING. Lewis Preston
arrives in South Africa this week on an informal visit which could help ease
the lifting of a 25-year freeze on funding once white minority rule ends,
Reuters reports. Mr. Preston is due on Thursday afternoon on a stopover
following official visits to Zambia, Zimbabwe and Tanzania. He will stay
barely 24 hours, but he is expected to hold informal talks with leading
players in democracy talks, the story says and adds that the Bank has spent
two years preparing comprehensive studies of South Africa's economy.

GATT: TRADE LIBERALIZATION WILL AID ENVIRONMENT. Trade liberalization
would enhance environmental protection worldwide, the GATT said, the Wall
Street Journal (p.A2) reports. GATT locked horns with environmental groups
today when it released a study arguing that increased trade and income should
make it easier to protect the environment, Reuters says. The study criticized
the efforts of some countries, spurred by ecologists, to influence the
environmental policies of others by adopting unilateral trade measures such as

import bans. It opposed those who, in a bid to enable "clean" companies to
compete, advocated applying duties on imports of products made in countries
with lower environmental standards. In the report, "Trade and the

Environment," GATT reaffirmed its previously stated position that
environmental protection measures should not be manipulated to discriminate
against imported products, the Journal of Commerce (p.1A) says. The Financial
Times carries several stories, one of which says the GATT report argues that,
in general, positive incentives to comply with international environmental
agreements will be more effective than trade sanctions. Another FT story says
that, according to GATT, industrial nations should pay countries such as
Brazil and Indonesia for the "carbon absorption services" provided by the
latter countries' rainforests.

miohadJer, Ms. Gisu
EXC
E 1235 C



-2-

U.S. STEPS UP CFC PHASEOUT. U.S. President George Bush yesterday
announced that the United States will speed up the phaseout of ozone-depleting
chemicals and urged other nations to do the same, the Wall Street Journal
(p.A3) reports. U.S. products of chlorofluorocarbons (CFCs), which are widely
used in refrigerants and solvents, and other chemicals that destroy the
stratospheric ozone layer, will have to be eliminated by Dec. 31, 1995, four
years sooner than required under an international treaty. The Washington Post
(p.A2) and the Washington Times (p.A3) carry reports.

ENVIRONMENTAL GROUPS UNVEIL PLAN TO SAVE ENDANGERED SPECIES.
Conservation groups yesterday urged the industrialized world to forgive some
of the debts of developing nations that implement programs to save endangered
plant and animal species, Reuters reports. The "Global Biodiversity
Strategy," which calls for international treaties, covering trade and debt as
well as the environment, is to be implemented over the next decade to save the
world's rich natural heritage. The plan unveiled at a Caracas conference was
prepared by the World Resources Institute, the World Conservation Union, and
the United Nations Environment Program. Specialists introducing the plan

stressed that the strategy must allow poor nations to protect the environment

while continuing development.

$1.2 BILLION LATIN AMERICAN FUND SIGNED. Twenty-one countries have
agreed to commit $1.25 billion to a new fund to help develop private
enterprise in Latin America and the Caribbean, the Journal of Commerce (p.10A)
reports. But the agreement depends on the U.S. Congress' approving a proposed

$500 million U.S. contribution to the fund. The fund would be allocated to
Latin American and Caribbean countries opening their markets wider to private
investors. Much of the fund would be disbursed in technical assistance

grants, to help governments plan and implement investment policy reforms.

ECONOMIC CONDITIONS IN CIS SEEN WORSENING IN 1992. Economic conditions
in the former Soviet republics are expected to worsen in 1992 with new drops
in production and spiralling inflation, according to a study released by the

Washington-based Institute of International Finance, Agence France-Presse
reports. IIF said the economic performances of Commonwealth of Independent
States members "are likely to worsen further" in 1992 due to the disruption of
the commercial ties between these nations and worsening shortages of
materials. Economic activity should fall by "another 15 percent in Russia
this year (after a 14 percent drop in 1991) even if privatization and
reductions in enterprise subsidies are delayed to limit employment losses,"
the IIF report said.

POLISH LEADERS PAVE WAY FOR ANTI-RECESSION PLAN. Poland's government,
putting the final touches to a plan to fight recession, called yesterday for
public support amid pressure to abandon austerity measures, Reuters reports.
According to a government spokesman, the social and economic program will take
an anti-recessionary direction by keeping elements of the previous program
that are healthy and effective, but the general direction will be changed.
The cabinet is expected to approve the plan at its weekly meeting and unveil
it by the end of the week, the account states.
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MOZAMBIQUE HOPES FOR A BETTER 1992. Mozambique is hoping for better
times in 1992 after failing to reach its economic growth target last year,
Reuters reports. Nils Tcheyan, World Bank Representative in Maputo, estimated
growth in gross domestic product last year at between 4 percent and 4.5
percent. Mozambique's Vice-Minister of Cooperation Oldemiro Baloi noted that
while this estimate was reasonable, it was below the 5 percent target. He
added: "If we can get fulfillment of pledges on time, I'm convinced this year
will be a good year."

INDIA WILL CONTINUE REFORMS, PM SAYS. India will persist with economic
reforms and the opening of the economy to the private sector, according to
Prime Minister Narasimha Rao, the Financial Times (p.4) reports. He dismissed
doubts over the pace of reform, said the direction was irreversible and also
brushed aside criticism that he had pulled back from rapid rationalization and
privatization of the public sector.

PHILIPPINE RECOVERY SEEN POSING FRESH DANGERS. The Philippines is in
danger of plunging into a new financial crisis as its economy picks up unless
it introduces further reforms to boost government revenues, Reuters reports.
According to a World Bank report, the Philippines will be unable to match the
sustained high growth rates of its Southeast Asian neighbors without further
measures to increase tax collection, boost savings and curb widespread
smuggling. The country must build on its economic stabilization program
agreed with the IMF to develop a long-term strategy for growth. This must
include measures to enable the economy "to break away from the structural
constraints that have repeatedly hobbled its performance," the account states.

BANK PRESIDENT COMMENTS ON 'DIRTY' INDUSTRIES STATEMENT. Bank President
Lewis Preston said a memo by Lawrence Summers (DECVP) suggesting that the
institution encourage the export of "dirty" industries to the developing world
was "outrageous," Agence France-Presse reports. "In life, I think very bright
people say some very foolish things and this is an example of that, and as far
as I am concerned the incident is closed," Mr. Preston said at a press
conference at Harare airport on his arrival there yesterday. "I think that
the comments which were taken out of a longer document that Mr. Summers wrote
to his staff which was meant to be a provocative document but that
language... is really outrageous and not acceptable taken outside the full
content of the memorandum." He added that "The Bank's position on the
environment is set by the management and it's approved by our Executive
Directors, and Mr. Summers supports that position."
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LEWIS PRESTON IN ZAMBIA TO DISCUSS THE ECONOMY. World Bank President
Lewis Preston arrived in Zambia yesterday on a two-day visit during which he

is expected to discuss the country's economic plans, Reuters reports. Mr.

Preston, who is touring several African countries, is due to meet economic

officials and President Fredrick Chiluba, a government spokesman said. Zambia

paid $51 million of arrears to the World Bank two weeks ago, allowing it to
draw $71 million of its second tranche from 1991 allocations. The IMF, the
World Bank and donor nations suspended aid when the government of former
President Kenneth Kaunda defaulted on arrears payments in September and failed
to implement economic reforms agreed with the IMF. A Paris Club meeting on
debt rescheduling will precede a consultative meeting with donors in Paris on

March 21.

ETHIOPIA PROMISED $600 MILLION IN AID. International aid organizations

led by the World Bank have put together a $672 million program to help the new
government in Ethiopia rebuild after nearly two decades of civil war and

ideological mismanagement of the economy, the New York Times (2/9, p.11)
reports. Ethiopia's minister for foreign economic relations, Abdul-Mejid

Hussein, said about $7 million in emergency medical aid would be available
almost immediately. American officials and experts at the World Bank and the

IMF expressed "guarded optimism" about Ethiopia's future, the story says. The

Japan Times (2/9, p.17) carries a Reuters story saying that nearly 4,000

people have died of starvation in Ethiopia's drought-stricken eastern region
of Ogaden.

DROUGHT THREATENS MAIZE HARVEST IN SOUTHERN AFRICA. Prolonged drought
in southern Africa is causing serious concern over the maize harvest, the

staple food in the region, food security officials say, Reuters reports.
"Prolonged dry spells continue to affect Botswana, Lesotho, southern Malawi,
southern Mozambique, Swaziland, and Zimbabwe into late January," the regional

Early Warning Unit on food security for the 10-nation Southern African
Development Coordinating Conference (SADCC) said in its latest bulletin.

AID DONORS PLEDGE $825 MILLION FOR SRI LANKA. Twelve industrial donor
countries agreed here Friday to continue supporting Sri Lanka's development

and economic reform effort by pledging financial assistance worth $825 million
over the next year, Agence France-Presse reports. This was announced by the
World Bank at the end of a meeting of the Sri Lanka Aid Group chaired by the
Bank. The donors--Australia, Britain, Canada, Denmark, Finland, France,
Germany, Japan, the Netherlands, Norway, Sweden, and the United States--
stressed "the overriding need for peace if Sri Lanka is to achieve its
development objectives."

MANILA MEETS IMF TERMS. The Philippine government is to ask the IMF to

release $250 million under a suspended financing program after the country's

congress approved measures to cover the projected budget deficit, the
Financial Times (2/8-9, p.12) reports. In its final session under the
government of President Corazon Aquino, congress passed five of the six

remaining tax enhancement measures sought by the administration. Approval of
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the measures provided the government with new sources of finance which will

almost cover the projected budget deficit for 1992 of 27.4 billion pesos
(about $1 billion).

VENEZUELAN LEADER PRESSES ON AFTER COUP ATTEMPT. Venezuela's President
Carlos Andres Perez has vowed to press on with unpopular economic reforms
despite last week's frustrated uprising by dissident army units, the Financial
Times (p.4) reports. But in his first press conference since the coup
attempt, Mr. Perez said he was bringing forward a $4 billion social welfare

"mega-project." He admitted that economic benefits from the reforms had "not

trickled down, way down."

AMAZON NATIONS PLAN ENVIRONMENT STRATEGY. Leaders of the countries
bordering the Amazon river basin open a two-day summit today to prepare a

strategy for the United Nations Conference on the Environment and Development
in June, Reuters reports. The presidents of Bolivia, Brazil, Colombia,
Ecuador, Guyana, and Surinam are due to attend the summit in Manaus, Brazil.
Delegates at the summit say their countries are willing to put checks on the

development of areas like the Amazon but are burdened with debt and weak

economies and lack the resources to fund expensive environmental projects.

U.N. GROUP OFFERS PLAN TO CONTROL POLLUTION. A group of experts
sponsored by the United Nations is proposing cheaper and more efficient ways
to control global air pollution by creating a worldwide market in pollution

permits, the New York Times (2/8, p.45) reports. The plan is the most
ambitious yet in the effort to control harmful emissions through the forces of
the free market. It would for the first time put a worldwide price on one or

more of the pollutants blamed for global warming. The plan, commission by the

United Nations Conference on Trade and Development (UNCTAD) and released in

Geneva last week, would set national quotas on emissions.

WARNING FROM THE SKIES. In an article in the editorial section of the

Washington Post (2/9, p.Bl) on the deterioration of the ozone layer, U.S. Sen.
Al Gore says that "what is needed is a plan--call it a Global Marshall Plan

for the environment--that combines large-scale, long-term, carefully targeted

financial aid to developing nations, massive efforts to design and then

transfer to poor nations the new technologies needed for sustained economic
progress, a worldwide program to stabilize world population, and binding

commitments by the industrial nations to accelerate their transition to an

environmentally responsible pattern of life."

FUROR ON MEMO AT WORLD BANK. Several newspapers report on a memo by

Lawrence Summers (DECVP) which, the New York Times (2/7) reports, has angered
environmentalists by arguing that many developing countries are underpolluted

and that dirty industries should be encouraged to move to them. The

Washington Post (p.A9) reports that in an interview last week, Mr. Summers
apologized for using "inflammatory" language and stressed "it is not my policy
view that pollution is good anywhere." The Post story adds that he insisted

"it is a legitimate question whether environmental standards should be the
same worldwide." The Journal of Commerce (p.10A), Japan's Mainichi Daily News
(2/9, p.4), the Financial Times (p.26) and Agence France-Presse also carry

stories.
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WORLD BANK ARM SEES OPPORTUNITIES IN INDIA. IFC will step up investment

in India to take advantage of the government's sweeping program of economic

change, according Sir William Ryrie (CEXVP), the International Herald Tribune

(p.7) reports. He said that the IFC plans to assist Indian companies in

raising capital by underwriting their securities issues, and to help joint
ventures between Indian and foreign companies involving direct foreign
investment.

DEBT OF DEVELOPING COUNTRIES TO DOMINATE UNCTAD SESSION. Member states

of the United Nations Conference on Trade and Development opened their eighth
session in Cartagena, Colombia, on Saturday with the aim of overcoming the

distrust felt by industrialized countries toward the organization, Agence
France-Presse reports. Formal deliberations for the session begin today.
According to an UNCTAD official, the foreign debt of poor countries would

continue to be the main bone of contention between rich and poor nations.
UNCTAD also released a report saying that the costs of international trade

could be cut by 25 percent, saving the world economy about $75 billion per

year.

BUSH ADMINISTRATION CONSIDERS STABILIZATION FUND FOR RUSSIA. The Bush

administration has begun internal discussions on possible creation of a

multibillion-dollar fund drawn from the leading industrial powers to help

Russia stabilize currency and improve its prospects for a long-term transition

to free markets, the Washington Post (p.A16) reports. Officials said it is

not clear whether a stabilization fund would be put together with direct
contributions from the Western countries, or through the resources of the IMF,
or both.

EX-SOVIETS AGREE TO REPAY DEBT SINGLY. The heads of government of the
Commonwealth of Independent States failed over the weekend to resolve any of
the urgent economic and military issues which increasingly divide them--

agreeing instead to loosen their trade links further, to go their separate
ways on foreign debt repayment, and to postpone the vital issues again to a

heads of state meeting in Minsk on Friday, reports the Financial Times (p/l).

Ukraine said that it would itself repay the estimated 16.37 percent of the
Soviet debt reckoned to be owed by it to foreign creditors. While Russia

would not oppose such a course, there is as yet no agreement from the Group of

Seven industrialized nations which established an agreement last year with the

former Soviet states that they would be "jointly and severally" responsible

for debt repayment, the account states.

BULGARIA EASES CURBS ON FOREIGN INVESTMENT. The Bulgarian parliament

has passed a foreign investment law aimed at attracting western enterprises,

which may finally be part of a much more comprehensive economic reform

package, reports the Financial Times (p.2). The law abolishes restrictions on

the repatriation of profits, allows western enterprises to own Bulgarian

companies, and permits foreign investors to set up their own enterprises in

the country.

ALGERIA IMPOSES EMERGENCY RULE. The Algerian government declared a 12-

month state of emergency yesterday to quell spreading Muslim fundamentalist

unrest and said it will ban the Islamic Salvation Front, reports the

Washington Post (p.A19).
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Brief for Mr. Preston

Meeting with Nelson Mandela

Mr. Mandela, President of the African National Congress of South Africa, is visiting the
United States mainly to: (a) tell the UN General Assembly and President Bush about political
developments in his country, and (b) give his views on how and when the external community
should accelerate its engagement with South Africa. He is also reportedly talking to business
leaders in Pittsburgh and Houston asking for investment in South Africa but not until the remnants
of apartheid are removed.

Mr. Mandela is likely to say that the economic and social needs in South Africa are
desperate (43% unemployment in the formal sector and 8 million people without housing). But
he is also likely to stress that the Bank should not jump the gun in providing financial assistance
to South Africa before there is an internal consensus on this question. (South Africa has per
capita income similar to Brazil's and is technically creditworthy for significant IBRD borrowing.)

Overall, our suggested strategy for the meeting is to set a tone of being willing to listen to
Mr. Mandela rather than, at this stage, telling him what to do, unless he asks for our advice.
One reason for this strategy is that we believe the ANC is supicious that the Bank may do
something that will undermine the party's negotiating stance on the new constitution -- for
instance, by appearing to tilt the balance in favor of other parties to the negotiations.

The FIRST TOPIC should be to ask Mr. Mandela for his assessment of the political
situation in South Africa.

The Government and ANC have agreed on multi-party talks on December 20 and 21
aimed at setting the framework for establishing a new constitution for South Africa. However,
reaching agreement on a new constitution and electing a new government may take several years.

There is much talk in South Africa of the possibility of some kind of interim arrangements
for governing the country, with the participation of the unrepresented opposition groups, while the
new constitution is being worked out and implemented. Collaboration on a greatly-expanded
development effort would be part of the deal. Such arrangements are even more urgent in the
light of the ANC's effective tactics of showing that the existing government cannot introduce new
taxes or undertake foreign borrowing without the endorsement of the ANC and other opposition
groups.

We understand that the Government is opposed to any real power-sharing during
the transition, and will accept only broad "consultative" arrangements. Our suggestion is that Mr.
Preston ask Mr. Mandela for his view of the situation.

The SECOND TOPIC should be to ask Mr. Mandela whether he has any advice for the
Bank in its preparations to assist a post-apartheid South Africa.

In collaboration with the ANC and other parties, we are doing studies on the general
economy, urban development, education and the promotion of black businesses. Work on land
reform and wider access to electricity will start soon.
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Tim Thahane has explained this program to Mr. Mandela, stressing the Bank's emphasis
on equity as well as growth. You could ask Mr. Mandela whether he is satisfied with the way the
Bank's study program is evolving (its pace, scope and content).

As the timing of eventual Bank lending depends on an internal consensus, it would be
useful to know when Mr. Mandela sees this consensus emerging, given the differences between
the ANC and Government over the interim arrangements.

The THIRD TOPIC should be to ask Mr. Mandela for his advice on the timing and focus
of a possible trip by you to South Africa.

You might indicate that you are interested in visiting South Africa at an appropriate time
and in an appropriate way, and would welcome his suggestions.

AF6/ 3 December 1991



POINTS FOR BREAKFAST WITH MINISTER BAREND DU PLESSIS

a. Also Attending:

Mr Gerhard Croeser, Director General Finance; Dr. Estien
Calitz, Deputy Director General Finance; Mr F Browne,
Ministry of Finance; Dr. Frans Le Roux, South Africa's
Principal Resident Representative to IMF and World Bank.

b. Background on Mr Du Plessis

His ministry and role have changed in the past few months.
The Ministry of Finance now concentrates on the budget,
while long-term economic planning has been moved to Derek
Keys (see separate note). Moreover, Mr Du Plessis has been
assigned by President De Klerk to be a leading Government
negotiator at the CODESA constitutional talks. Mr Du
Plessis has been under fire recently for the way he
introduced a Value Added Tax, which caused a national
strike.

c. Issues/Questions

1. There has been a sharp increase in social spending,
which accounts for about 43% of government expenditure
including off-budget items. Some of this spending has
come form the "peace dividend" and from the sale of
strategic oil reserves. As these resources are
exhausted, how does the Minister see the revenue
situation developing?

2. More equitable distribution of wealth will depend on
both economic growth and the restructuring of
expenditure patterns (there are limits to how much of
the burden can be borne by white tax payers, who-
according to a new IMF report - contribute 23% of their
income to disadvantaged groups). What kind of
expenditure restructuring does the Minister envisage?

3. There is a serious need for an economic forum in South
Africa to begin to find common ground on the main
economic issues and trade-offs. How can the bank and
IFC help?

4. From his vantage point at CODESA, when does he foresee
the creation of an interim government?



d. Appreciation etc..

1. Mr Du Plessis has re-arranged his schedule to see you
(he is at present based in Cape Town, where Parliament
is in session).

2. Frans Le Roux, South Africa's Principal Resident
Representative to the IMF and World Bank, based in
Washington, is a very effective liaison between the
Gov.ernment and bank; it would be helpful if you
mentioned this.



NOTES FOR MEETING WITH MR OGILVIE THOMPSON

1. Mr. Ogilvie Thompson will probebly be

accompanied byl his Deputy Chairman, Peter
Gush.

2. Mr Ogilvie Thompson is likely to have a

helpful independent view of the political
process and the agendas of the leading
players.

3. He would like to see more progress in the
creation of i national economic forum.
It would be worth dicussing the prospects

of this, as well as how the Bank and IFC
can play a catalytic role in helping
to focus on the major issues.

4. He will have a special insight into industrial
relations in South Africa, and the present
and future role of the well-organized
trade unions.

5. Anglo American's staff training and career
development programs are well known for their
excellence. It would be fitting to ask
Mr. Ogilvie Thompson for his views on skills
training for black South Africans and the-
prospects frbakadvancement to management
positions in the private sector.

6. Because of the presence of Anglo Amerikn and
de Beers in several African countries, he
will have on above-average grasp of South
Africa's future place in the reg:6nal economy.



ROFILE - JULIAN OGILVIE THOMPSON

Mr Julian Ogilvie Thompson is Chairman of Anglo American
Corporation of South Africa Limited, Do Beers Consolidated Nines
Limited and Minorco S.A. of Luxembourg.

He is on the Boards of several major Do Beers and Anglo American
group companies, as well as other non-group companies, including
First National Sank.

Son of an eminent lawyer and former Chief Justice of South
Africa, Julian Ogilvie Thompson was born in Cape Town on 27th
January, 1934 and educated at Diocesan College (Bishops) where

he won a Rhodes Scholarship in 1953.

After reading philosophy, politics and economics at Worcester
College, Oxford, he joined Anglo American Corporation and spent
some time in London at the CSO, with the Group's brokers, Rowe
and Pitman, and with Lazards, the merchant bankers.

Soon after his return to Johannesburg in 1957, he was appointed
personal assistant to Mr Harry Oppenheimer. In 1961 he was
assigned to Anglo American's finance division where he was
closely involved in a number of major developments. In 1965 he
was appointed a manager in the division and four years later its
head. In 1970 he began to devote more time to Do Beers, whose
Board he had joined in 1966.

Mr Ogilvie Thompson was appointed an executive director of Anglo
American in 1971 and became directly connected with shaping
central policy and financial direction. He was closely involved
in the development of Minorco, succeeding Mr Harry Oppenheimer
as Chairman in 1982, and of the group's south American interests.

He was appointed Deputy Chairman of Do Beers in August 1982 and
joint Deputy Chairman of Anglo American on 1st January, 1983.
He became chairman of De Beers in January 1985 when
Mr Oppenheimer retired, and Chairman of Anglo American on 31st
March 1990 when Mr G.W.H. Relly retired.

In April 1988 the honorary degree of Doctor of Laws (LLD) was
conferred on Mr Ogilvie Thompson by Rhodes University, the
university having conferred the same degree on his father
fourteen years earlier.

Mr Ogilvie Thompson has been a director of The Urban Foundation
since April 1979. He joined the State President's Economic
Advisory Council in 1985 and is a member of the Executive
Committee.

He enjoys a close family life and spends as much time as he can
with his wife Tessa and their two sons and two daughters and
four grandsons, especially at their game farm in, the eastern
Transvaal. He enjoys bird shooting, trout fishing and is an
occasional golfer.

18th February 1991



NOTES FOR LUNCH WITH DR. STALS

Also Attending:

Prof. Owen Horwood, Acting Chairman, Development Bank of Southern
Africa (DBSA); Mr Andre La Grange, Acting Chief Executive, DBSA;
Mr I.J. Moolman and Mr Krogh of S.A. Reserve Bank; Dr. Frans Le
Roux, South Africa's Principal Resident Representative to the IMF
and World Bank.

a. Background

In his meeting last week with Kim Jaycox, Dr. Stals revealed
the following:

- The business cycle is in its longest downward curve
since World War II. Declining GDP growth (of about
minus 0.5%) in 1990 and 1991 is likely to continue in
1992, although modest growth is expected from about
1993.

- Long term investment is weak.

- GDP gro.wth of at least 4% a year for the rest of the
decade will be needed to make a dent on unemployment.

b. Issues/Questions

1. At the meeting with Kim Jaycox, Dr. Stals said that it
was vital for South Africa to undertake fundamental
structural adjustments. He was concerned about:

- The high capital-intensity of industry

- The low industrial output per capital invested

- The acute, destabilizing problems caused by failed
policies in urban development, education and
agriculture.

Dr. Stals said that South Africa needed help from the Bank and
IMF to design structural adjustment programs that would put the
economy on a high-growth, labour-demanding course.

It would be helpful to explore these ideas with Dr. Stals, and
mention that these same issues are highlighted in a recent
informal maco-economic study on South Africa by the bank.



2. Foreign Borrowings. The Government, some of its
agencies, and Z SA have recently made significant
borrowings on European capital markets. These actions
have been highly provocative to the ANC. You could
explore the rationale for the borrowings, and ask why
South Africa's substantial liquidity has not been put
to productive use.

3. Appreciation

You may wish to thank the Reserve Bank and DBSA for the
substantial help they have given our economists and sector
teams with data and studies.



RESERVE BANK LUNCH

Main Points of Response to Dr Stals:

This is my first visit to South Africa as

President of the World Bank. It's a short visit,

coming at the end of a tour of Bank member

countries to the north. You can be sure I will be

back - and for a longer stay.

2. The idea for my visit grew out of my discussions

with the South African delegation to the World

Bank's annual meeting in Bangkok and my meeting in

Washington in December with Nelson Mandela.

3. I do not want to raise too many expectations. I'm

here mainly to learn.

4. I would like to improve my understanding of the

economy and the powerful social pressures 'it is

experiencing. I'm especially interested in the

structural changes needed to promote equitable

economic growth and alleviate poverty, as these

are the primary objectives of the Bank.

5. My colleagues have told me of your own concern, Dr

Stals, about the need for long-term adjustment to

the economic and social structures. Economic

growth, and the stability and investor confidence

to support it, cannot be divorced from social

development. It is a complex equation, requiring

extraordinarily difficult solutions.



6. The Worldi Bank is prepared to help. We have much

to learn about South Africa, after an operational

absence of about 25 years. But we can offer South

Africans an experience of more than four decades

of development in many countries of comparable

economic size and with similar problems.

7. I am encouraged by the progress being made under

CODESA ( i.e. the multi-party talks ) towards

constitutional reform. I hope that the process

will soon create the political consensus needed to

enable an expanded role by the World Bank.

8. Progress on the political front needs to be

paralleled by agreement on how to build South

African's economic and social future. We at the

World Bank are on call to act as a catalyst for

providing that consensus.

a.m.. .1 7 f eb '92



SOUTH AFRICA_ i__UPDATE AN ISSUES

(a) Recent Developments

1. The multi-party constitutional talks, known
as the Convention for a Democratic South
Africa (CODESA), are making good progress,
with the positions of the Government/National
Party and the ANC converging on broad
constitutional principles, and both sides
agreeing that an interim government is
needed. The hardest bargaining will be over
the mechanism for apr ovin ____ a ___new
constitution, and the process of creating an
interim government (the relative positions on
this are changing almost daily). Predictions
of the installation of an interim government
range from August 1992 to June 1993.

2 CODESA has subsumed ___many___.. of the
decision-makingfunctionsofggovernment, with
Parliament and all parties tending to defer
to the Convention.

3. One exception is the budget. The Finance
Minister, Barend du Plessis, refuses toyield
control of fiscal affairs.

4. The ANC_ ise xperiencin_ a. c ute __capacity
constraints as it strives to develop a
long-term economic and social strategy while
dealing with day-to-day crises. The World
Bank's positive response to Mr Mandela's
signal to start preparing projects for an
interim government is putting pressure on the
ANC's overstretched economics department.
We have been discussing with them ways of
distributing the load more evenly, and
(through EDI) helping with training.
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5. At a World Economic Forum meeting at Davos,
Switzerland, a week ago, and in subsequent
press interviews in Europe, Mr Mandela
renounced the threat of nationalization and
the repudiation of new loans undertaken by
the present Pretoria government. But
contradictory statements by ANC officials in
Johannsburg indicate internal tensions in the
ANC on these issues.

(b) Issues for Discussion

1. A main aim of your visit is to appreciate the
complexities of the transition. These have
deepened in the past three months, with all
sides very sensitive to the posture of
external agencies like the Bank.

2. It would be helpful if you revisit the

_question of the Bank's role dur in,.. the
transition when you meet Mr Mandela. We
expect him to continue to support Bank
lending to an interim government or other
acceptable form of consensus, although he may
have views on the momentum and focus of our
current program of economic and sector work.

3. It will be worth exploring the future role
and structure of the Rriva te sector with
those you meet. There has been a large
corrmunications gap between the corporations
and the black opposition groups on such
issues as the concentration of ownership of
the private sector by the "Big Five"
conglomerates, the lack of anti-trust
legislation, the competitiveness of the
manufacturing sector and its capacity to
create jobs, and the progression of blacks to
management positions. You may wish to explore
how the Bank and IFC could be a cat alyst in
stimulating constructive debate of these
issues e.g. by contributing to the
discussions at an "economic forum" proposed
by the trade unions and big business.
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(c) Other Bank Missions

Ihere may be references to recent Bank missions to

South Africa. These are as follows

i) A team from EDI came to prepare a training
program in economic and project management,
using local institutions;

( ii) an education sector mission co-sponsored a
symposium on education policy, and expanded
its study of needed reform;

(iii) a household energy mission explored ways of
connecting lower-income households to the
country's surplus power supply; and

( iv) a mission studying the potential for
expanding mining investment and improving
efficiency has been meeting with Anglo
American and De Beers.

A.Morris/February 11, 1992



.FOR HEETIHQ WITH M MANDEL

1. You could seek Mr Mandela's views about the apparent good

progress of the CODESA Constitutional talks during the past

several days, and ask when an interim government is likely to

le in place.

2. You may wish to congratulate Mr Mandela on his bold statement

at the World Economic Forum in Davos renouncing the previous

ANC policy of nationalisation, and recognizing the importance

of attracting investors. We are, however, sympathetic to ANC

concerns that the large oligopolistic private sector has been

slow to respond to ANC pleas to come up with new ideas to

meet the demands of a new South Africa. You could ask what

kind of reforms and actions the ANC would like to see.

3. This will be a good opportunity to discuss ANC-Bank working

relations. Since your meeting with Mr Mandela in early

December, we have increased the frequency of our missions,

and begun a process of identifying investments, although this

has put a strain on the small and fully-stretched ANC

economics and sectoral units. We have been discussing with

them ways of distributing the mission burden more evenly, and

helping with training through a proposed EDI program.

To strengthen the ANC-Bank dialogue, we plan the following:

(i) A one-week workshop at the Bank in April or May in which

development staff of the ANC, trade unions and community

groups will learn about the Bank and its goals and operating

style.

(ii) Starting early in September this year, the ANC amd related

organisations will send six interns to work as fully-

integrated members of Bank country teams,,,,. der intern-

ships will follow.

(iii) The ANC "extended family" will work with EDI to help

develop a long-term program, using South African

institutions, for training future economic and project

managers.

4. The ANC has told us that it expects quality input from the

Bank, which should deploy the highest-caliber staff. You may

wish to give this reassurance.

5. At this, and all other meetings, it would be important for

you to reiterate the Bank's basic philosophy of supporting

equitable economic growth and the alleviation of poverty.

If the occasion arises, you might mention that on your next

visit you would like to experience conditions in the

townships. You could add that you will be meeting Albertina

Sisulu, the ANC Women's Leader, and her activist daughter-in-

law, Sheila Sisulu, to gain an appreciation of the plight

of women in the townships and rural areas, and the alienation

of youth.



NOTES FOR HEETING WITH MINISTER KEYS

BACKGROUND ON MR KEYS / ISSUES

Derek Keys took up his present job, as Minister of Trade and
Industry and of Economic Coordination, less than a month ago. He
was recruited by President De Klerk from the corporate sector,
where he had been chairman of GENCOR, one of the "Big Five"
mining and finance houses.

Mr Keys must coordinate the numerous ministries and government
departments concerned with development. Some of them are
creaking relics of the apartheid era, and will need to be brought
into the reform process.

Mr Keys' maiden speech to Parliament (digest attached) gave the
highest priority to investor confidence as a prerequisite for
economic growth. He is also concerned that a new government does
not embark on an ambitious spending program without the right
policies.

During his meeting recently with Kim Jaycox, he gave the
impression that he was still forming a view of such issues as the
patterns of economic growth, the failure of the manufacturing
sector to create significant numbers of jobs, the ability of
highly protected South African companies to compete in export
markets, and the difficulties of black contractors and
entrepreneurs to break into the vertically-integrated production
structures of the big mining/finance companies.

These would be interesting areas to explore with the Minister.

Mr Keys may emphasize the importance of Bank and EDI support for
capacity-building in economic and project management. This is
the Bank's priority, too.

It is important for the Bank to maintain good relations with
Mr Keys during the political transition and even beyond, and you
may wish to emphasize this.

Appreciation. Mr Keys is flying from Cape Towm and back on the
same afternoon just for his meeting with you.
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The private sector needs a partner in the state:
THE fixed investment decisions of question I am prepared to become so. Clearly, the underlying basis of I have been talking about invest-
businesses are not taken in Parlia- obsessed by. It could not unfairly be DEREK KEYS this challenge will not change quick- ment decisions which centre on the
ment. They are also not taken in the described as the question that ly. How then, against this back- entrepreneurial factor. However, I
offices of Ministers and government brought me to this place. In terms of ground, can we increase entrepre- should not like anyone to think that I
officials. These growth-determining instruments to promote investment, vate sector seems less promising neurs'level of certainty? underrate the role to be played by
decisions are taken in large and there is a veritable arsenal available than that to which it is accustomed. The answer is simply confidence. labour or the critical importance of
small businesses throughout the in the shape of goverment actions of Thet o fted god and Firstly, the state must demonstrate its contribution to accelerated
country, in the light of their projec- one kind or another. In this my first mer mediate ods The its own confidence by calmly and economic growth.
tions and expectations and their speech I would prefer to try to reach their intermedia roducts. The
views of the opportunities the future the root of the problem rather than second is the whole domestic socio- systematically striving towards the In all the international examples

offrs hem tnke wih emeiesfo syptos. economic field. highest long-term economic goals. of superior economic growth -offers them. tinker with remedies for symptoms. Compared to the internal market, Secondly, we must let entrepre- Sweden in the'30s, postwar Germany
Their record is not a bad one. The root of the problem of an inad- the export market is a jungle. This neurs develop confidence in the state and Japan, Korea in the '60s and so

There are examples of where the pri- equate level of investment is uncer- jungle is not neutral. Every man's as a reliable partner in the success- on - there is one common factor, the
vate sector invested in the wrong di- tainty. Before an entrepreneur takes hand is against one, and he is backed ful extension of business. I am not golden triangle of business, labour
rection and received no return. On a growth decision, he must reach a by his home government at every talking about money. I am referring and the state joined in a consensus
average, however, our entrepre- particular level of certainty. In turn. The governments of the largest to co-operation, flexibility, and the carefully and consciously aimed at
neurs have shown healthy judgment times of strong growth in the world countries jump left and right in trade willingness to undertake any trans- economic growth.
and have read the future investment economy, it is relatively easy to matters to protect and advance the actions that will advance the general This is very much in my mind, and
climate well. reach this level, and also when the interests of their nation's firms. welfare. The motto must be that the I am watching every attempt being

But we need more investment. We decision is in essence simply the ex- There is still plenty for South Afri- entrepreneur can depend on the made to develop areas of business-
need more investment in productive tension of an existing undertaking. cans to learn in this area. state. labour consensus with the keenest
capacity. How do we get the private As a country we have, however, As regards the socio-economic This does not happen overnight: interest.
sector firms to decide, to a greater reached the point where, against the area, a crucial one for us to get right, we are talking attitudes, we are talk- 0 This Is an edited extract of Trade
extent, to venture in the fixed invest- background of a lukewarm world we have still not developed a satis- ing transactions, we are talking and Industry and Economic Co-
ment area? This is the crucial ques- economy, we must enter two impor- factory mechanism for fully enlist- deals, we are talking about a process ordination Minister Keys's maiden
tion. It is the main question I am tant new investment fields where the ing private sector participation. If which begins with a trickle and ends speech In Parliament on
interested in. If you like, it is the risk-reward relationship for the pri- we want to win, we shall have to do in a flood of confidence. Wednesday.

LETTERS--



CRISIS IN THE INSIDE-OLT CITIES

Nearly all economic growth in South Africa occurs in the cities. With theremoval of restrictions on human movement. a massive migration to the urban areas hasbeen taking place, creating squatter settlements that now constitute a third of the country shousing. About 65 percent of the population lives in the urban areas. and this will increase tothreequarters by the turn of the century.

The urban sector is inefficient on a grand scale. Cities and townships weredesigned to keep blacks far apart from whites. Costs of the policy are unsustainable in humanas well as efficiency terms. The average one-way commuting distance for black workers is37 km. Some workers and domestics leave the homeland of KwaNdebele at three in themorning to reach their workplaces in the Pretoria area. The transport subsidy for urbancommuters is expected to reach USD 700 million in 1993. Commuters spend 10 percent oftheir incomes on public transport, and high transport costs are translated into higher foodprices.

Small-scale businesses are handicapped by inside-out urban profiles.Unlike urban structures in other countries. South African cities have their greatest densities onthe periphery, and most economic activity at the center. These distortions, affecting workers'productivity and spending power, have resulted in a depressed housing sector, withinvestment in housing less than half of that in countries with comparable GDP (2.55% ofGDP compared with between 4% and 7.5%). And the pattern of dispersed settlements hasresulted in high-cost provision of urban infrastructure and services.

To deal with these distortions and inefficiencies, greater integration of urbancommunities is essential. This must be achieved at the physical level (in the location ofhousing development and provision of services) and at the institutional and fiscal levels (themerger of municipal and other local authorities and creation of joint fiscal bases).

Progress toward the creation of new metropolitan structures must waitultimately for resolution of the central political debate on the question of decentralization,which is politically sensitive because of the perceived risks of political or racialgerrymandering.

However, escalating urban poverty has led to the evolution of effectivecommunity-based "civic associations" which are working with authorities, or in the absence ofthem, to provide basic services while engaging in the debate on national urban policy.In some areas, such as the Greater Witwatersrand around Johannesburg, the civics have joinedwith govermnentall and other groups to design urban development strategies. This process isoutpacing progress with national negotiations. These forums provide a unique frameworkfor planning urban reconstruction, and most of the World Bank's work in the urban sector isnow being conducted within their ambit.

jr/am/urbMn.brf/:!Ojn92



EDUCATION AND TE LOST GENERATION

Most black South Africans under the age of about 45 are victims of a bizarreexperiment known as "Bantu Education". Introduced in 1953. the system consciouslysought to give blacks an inferior education to whites by training them for menial work anddenying inquiry into any branch of study capable of undermining apartheid.

The Soweto riots of the 70s signalled a massive rejection of the system by thestudents; the resulting politicization of education in townships throughout the country createda "lost generation" of some 4 million unschooled and illiterate young people who will formmuch of the human resource pool of a post-apartheid South Africa.

Despite marginal reforms in recent years, the education system is still largelysegregated along racial lines. White and Indian education is First World. For blacks and"coloureds", standards are at the low end of Third World. To adminster such a variegatedsystem in the cities and homelands, there are 19 departments of education.

Most white students (90%) matriculate. Only half of black students make itpast primary school, with frequent repeating of grades. There are 17 white sudents to ateacher, while the ratio for black children is over 40:1. Spending on education for whites isfour times that for blacks - an improvement on the sevenfold difference 10 years ago,before the recent crash spending program for blacks by the government.

This discrimination has resulted in daunting backlogs. The cost of providingclassrooms to accommodate all school-age children is estimated at USD 2.2 billion, notcounting the recruitment and training of teachers and managers and the provision ofinstructional materials.

Satisfactory reform of the system must address a number of key issues. (1)Political leaders will need to redirect the energies of the and-learning culture into morepositive channels. (2) Given the unsustainable cost of bringing all education up to whitestandards in the medium-term, innovative ways are needed to provide rudimentary access toeducation while aiming for high quality of instruction. (3) Leaner and more rationaladministrative structures must be developed. (4) A present Government proposal tovocationalize the curriculum should be treated with caution, given the poor return to such anapproach in other countries.

The internal debate on education policy has been highly fragmented. TheGovernment recently issued an "Educational Renewal Strategy" which envisages a non-racial system under a single authority with a reformed curriculum and improvedstandardization. An opposition group, the National Education Policy Investigation (NEPI)is struggling to produce a coherent policy. A multi-party Joint Working Group hasdisbanded with mixed results, although participants learnt enough from the process to proposea national Education Forum to design a new system.

dm/am/educaw. brf/20jan92



WONIEN AND TIE "REMIfANCE 1WCONOMy

Apartheid has separated not only white from black but has torn families apart.

The great majority of inhabitants of the homelands are women, childrenand old men. When black families were uprooted during the forced removals of the 60s and0s. they found themselves in such poorly-endowed rural areas that the able-bodied men hadto leave for jobs in the industrial centers to sustain their homesteads. They sent most of theirwages home. and returned at Christmas and Easter to see their wives and children.

Over time, the separation became permanent. Men found new wives in thecities (polygamy is traditional among some tribes), and failed to keep up the remittancetransfers. Growing unemployment in recent years has sharply worsened the situation.Typically, middle-aged women in the so-called independent state of Transkei use their smallstate pension to pay for food and education for their grandchildren. Pension payments arenow drying up because the Transkei government is broke. The result: alarmingly high infantmortality rates in rural areas.

In the black settlements closer to the industrial centers, family relations arestrained by excessive commuting. The average one-way commuting trip for blacks is 37 krm(see Crisis in the Cities brief). A significant proportion of commuters travels over 50 km pertrip.

In the urban areas, many men are trapped in a cycle of political violence,crime, drink and sexual promiscuity. The murder rate in South Africa is five times that ofthe United States. The number of daily murders in the slums around Cape Town (likeCrossroads and Kayelisha) has reached unimaginable proportions. The spread of AIDS isseribus.

During the "children's revolution" of the 70s, which began in Soweto as aprotest against so-called Bantu education, many women found themselves alienated fromtheir teenage children, who looked on their parents as collaborators of the apartheid system.

In an unstable environment, the women strive to provide a sound family base -- but the cost can be high. Health workers in the Northern Transvaal homeland of Lebowatold World Bank staff of unusually high levels of mental illness among women, who blamethemselves for the death of their children from malnutrition and disease.

There is no quick fix. Unmuddling the locational tangle of apartheid is along-term task. Nor can a significant increase in employment be achieved at once.Meanwhile, the present efforts by NGOs like Operation Hunger and some of the developmenttrusts need to be massively expanded within the context of a national program of poverty-alleviation as soon as an acceptable democratic government is installed. In the rural areas.cultivation of food lots by women has proved successful, and can be expanded, and pilotprograms for women-centered rural industries in some of the homelands are promising.

Increasingly, the woman's voice is being heard. In a country ofbrotherhoods, the ANC for example is evolving as a non-sexist party with an influentialWomen's League. With the arrival of a parliamentary democracy is South Africa, politicianswill discover the potency of the "women's vote".
a.mors/women.dft/2jan92



BRIEFING FOR MR. PRESTON
MEETING WITH SADCC DELEGATION, DECEMBER 6TH, 4.30 PM

Background
You are being visited by a Delegation from the Southern African Development

Coordination Conference (SADCC) -- an organization created for promoting regional
economic integration and for reducing dependence on South Africa. The member
countries are: Angola, Botswana, Lesotho, Malawi, Mozambique, Namibia, Swaziland,
Tanzania, Zambia, and Zimbabwe.

SADCC is one of the more important regional organization in Africa. For the eleven years of
its existence, it has fostered a common purpose aiming at reducing dependence on apartheid
South Africa. SADCC is now facing a new challenge on the prospect of a post-apartheid
South Africa, potentially reversing SADCC's role to that of encouraging economic
integration with a new South Africa. SADCC is thus an organization in transition from one
role to another.

The Delegation is led by Vice-President Mmusi (pronounced Musi; he is one of Africa's
strongest proponents of regional integration) of Botswana, Chairman of SADCC Council of
Ministers, accompanied by Dr. Simba Makoni, SADCC's Secretary General. The purpose of
the visit is to inform you of the intent to reformulate SADCC strategy vis-a-vis South
Africa and seek continued Bank support. The proposed strategy will be the theme of the
forthcoming annual consultative conference in January 29-31, 1992, in Maputo, Mozambique.
The Delegation's meeting with the Staff is scheduled for December 5, prior to your meeting.

The Bank has supported SADCC its activities to date. This assistance has
focussed on: i) support to projects of regional significance through our operations in
individual countries, especially in developing transport corridors; ii) strengthening SADCC's
capacity for economic and sector analysis and program implementation; and iii) identifying
cost-effective options for regional development.

Points to Make

o Praise SADCC for the foresight in rethinking its strategy.

o Refer to Vice President Mmusi's contribution to the cause of regional
integration.

o Pledge continued Bank support to SADCC in reformulating its strategy vis-a-
vis South Africa. Mention your understanding that a joint work program has
already been agreed at the staff discussions.

o Offer to share the findings of our current study program on South Africa.

o (If asked:) Decline to attend the SADCC annual meeting this time (Mr. Jaycox
will be attending).



BRIEFING PAPER: PTA AND SWAZILAND
MEETING WITH: KING OF SWAZILAND AND PTA DELEGATION

SEPTEMBER 18, 1991

I. Preferential Trade Area (PTA):

A. Background

Although formally established in 1982, PTA became functional in 1984. Its current
membership consists of: Angola, Burundi, Comoros, Djibouti, Ethiopia, Kenya,
Lesotho, Mauritius, Malawi, Mozambique, Rwanda, Somalia, Sudan, Swaziland,
Tanzania, Uganda, Zambia and Zimbabwe. Its major objective under the terms of the
treaty is to expand intra-PTA trade through liberalization and facilitation of trade
among the PTA member states. The King of Swaziland (biographical details are
attached) is the current Chairman of the PTA Council. The Secretariat is headed by
Dr. Bingu Mutharika, an ex-Bank Staff. There are two other PTA institutions: the
Clearing House for intra-PTA transactions located in the Reserve Bank of Zimbabwe,
and the PTA. Bank which finances mainly public sector projects of the member states.

B. Issues

The PTA Secretariat has proposed a program to the Bank for discussions with the
staff with a view to securing Bank's cooperation. The staff discussions are scheduled
for September 16. A draft paper, PTA Trade and Development Issues, has also been
received and is being reviewed and staff comments will be conveyed to the PTA
Delegation during the staff discussions.

The general view is that the proposed PTA program is far too ambitious, straying
from PTA's recognized mandate to deal with trade and trade-related issues into such
matters as environment, irrigation development, establishment of a Stock Exchange,
and Agricultural Research. The proposed initiatives in these diverse areas, while of
significance for the general purpose of development, are inappropriate for PTA given
competing mandate for other regional and multilateral bodies and that some of these
are really bilateral concerns.

The Bank would advise a program, focussed on PTA's mandate for promoting
efficient intra-regional trade. The central element of this program would be the
Regional Integration Study, now under implementation by the European Community
and the Bank, in cooperation with PTA. The Study is expected to be completed by
June 1992 and hopefully, will identify the appropriate policy framework for
promoting efficient cross-border private investment designed for production not only
for the regional market, but also for exports outside the region. The Bank and the
donor community would be able to support such a project.



The proposed approach to regional integration is different from the failed attempts of
the past at fostering integration, notably in Latin America, behind high tariff and non-
tariff barriers. The proposed approach is based on macroeconomic policy reform and
promotes factor mobility, both labor and capital. Its success will depend on PTA
member states' willingness to undertake such policy reform. While the Study is under
implementation, PTA could perform the very important task of mobilizing political
support for the proposed approach to regional integration.

PTA has proposed a US$ 40 million concessionery line of credit to finance PTA
projects, presumably for multinational projects. The proposal is premature. PTA's
institutional capacity is poor for proper utilization of such funds and the Bank is
assisting building of such capacity by organizing training programs, in cooperation
with City Bank at Nairobi, for the PTA Bank and commercial banks of the PTA
member states. The proposal for IFC's equity participation is similarly premature.
The Bank would consider the possibility of another SPPF to finance the second phase
of the Road Transit Traffic Facilitation project, upon evaluation of the outcome of the
first phase.

II. SWAZILAND ISSUES

The King could express a concern about the potential impact of a post-apartheid
South Africa, that investment could be diverted from Swaziland to South Africa and
Swaziland's exports could be less competitive in the face of a resurgent South Africa.
The King may be reassured that the Bank's work program is cognizant of the
need to analyze such possibilities and to identify remedial policies. The
forthcoming Bank missions (e.g., public expenditure review, education, South Africa-
SADCC Trade Links) will focus on these.

The King could seek Bank financing for the proposed Komati dam. The Bank is
currently assisting in examining the feasibility of this project. The King may be
informed that any such assistance would be conditional upon satisfactory consultation
with the affected rural community which will need to be resettled.

Attachment

Biographical Details: King of Swaziland



BIOGRAPHICAL INFORMATION
KING MSWATI III

KING OF SWAZILAND

MSWATI III (Phonetic: emSWATee)
King since 1986
Addressed as: Your Majesty

King Mswati III is a descendent of Swaziland's royal clan, which

traces its roots back to the 15th century. At 23, he is Africa's youngest

monarch. He is the son of King Sobhuza II, who died in 1982 after a

reign of more than 60 years.

Mswati has played an active role in the international arena and has

traveled extensively in recent years. Since 1989, he has visited the United

States, countries in Western Europe and Asia, and a number of Southern

African nations. He was elected 1991 Chairman of the Preferential Trade

Area Authority, a regional association of African states that was created to

foster improved economic ties and cooperation among its members.

Mswati was born Prince Makhosetive on April 19, 1968. He was

educated in Swaziland and in the United Kingdom. An all-round

sportsman, Mswati enjoys hunting and playing soccer and rugby. He is

also a fan of pop music. In 1988, he sponsored a successful three-day
concert featuring top African and European musicians in order to raise

funds for a newly created royal trust fund for disadvantaged Swazis.

In keeping with Swazi tradition, Mswati is polygamous and has five

wives and several children. Each wife comes from a different clan, a

practice historically used to cement alliances and unify the country.
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THE WORLD BANK/IFC/M.I.G.A.

ROUTING SLIP DATE: March 11, 1992

NAME ROOM NO.

Gisu Mohadjer E1234

URGENT PER YOUR REQUEST

FOR COMMENT PER OUR CONVERSATION

FOR ACTION SEE MY EMAIL

X PER APPROVAL /CLEARANCE FOR INFORMATION

FOR SIGNATURE LET'S DISCUSS

NOTE AND CIRCULATE NOTE AND RETURN

RE:\

REMARKS: We would appreciate your returning the
attached draft to us at your convenience, with any
comments you may wish to make.

Thank you.

FROM: ROOM NO.: EXTENSION:
Balwant Garcha D11033 81143
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OFFICE MEMORANDUM

DATE: February 26, 1992

TO: Distribution Below

FROM: Alun Morris, AF6CO

EXTENSION: 34417

SUBJECT: Mr. Preston's Visit to South Africa

Mr. Preston's visit spanned 26 hours on February 13 and 14.
He used Sandton, outside Johannesburg, as his base for the convenience
of cabinet ministers and Reserve Bank officials travelling from Cape
Town and Pretoria, and Inkatha officials flying in from KwaZulu.

The Program

A balanced program was crucial because of heightened
political sensitivities, with the main players fearing there would be
attempts to hijack the visit for political gain.

On the first evening, Mr. and Mrs. Preston travelled to
hill-country outside Johannesburg where Nelson Mandela and the inner
cabinet of the ANC were attending a retreat at a secret location. Mr.
Mandela and his colleagues gave a warm welcome to Mr. and Mrs. Preston
and the Bank party, and hosted an informal dinner attended by Cyril
Ramaphosa, Secretary-General of the ANC, Thabo Mbeki, Secretary for
International Affairs, and other party leaders.

On the second day, Mr. Preston attended a breakfast meeting
with the Finance Minister, Barend du Plessis, and was formally welcomed
to South Africa at a luncheon given by Dr. C. L. Stals, Governor of the
South African Reserve Bank and Governor of the World Bank, which was
attended by heads of parastatal and financial organizations. Mr.
Preston had separate meetings with Derek Keys, formerly head of the
mining and finance house, Gencor, who was recently brought into the
cabinet to coordinate economic policy; Julian Ogilvie Thompson, Chairman
of Anglo American Corporation and De Beers, and Peter Gush, Deputy
Chairman; and Frank Mdlalose, National Chairman of the Inkatha Freedom
Party. Mr. Preston was joined by his wife for a meeting with Mrs.
Gertrude Shope and Mrs. Albertina Sisulu, President and Deputy President
respectively of the ANC Women's League. On Mr. Preston's departure from
Jan Smuts Airport, the Foreign Minister, Roelof "Pik" Botha, made a
brief spontaneous appearance in the VIP lounge to thank Mr. Preston for
visiting South Africa.

Mr. Preston gave one media interview -- to the Financial
Editor of the South African Press Association, which serves most South
African newspapers. The report accurately reflected Mr. Preston's
views, and helped to clarify a good deal of misreporting about the Bank
that had preceded the visit.

The Setting

The visit took place against a background dominated by two
recent developments, one positive and the other negative:

First, the multi-party constitutional discussions, known as
the Convention for a Democratic South Africa (CODESA), had reached an
intensive phase of bargaining, with indications that the National
Party/Government and the ANC were converging on the issue of an interim
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government and the mechanism for drafting a new constitution. CODESA
had in practice subsumed many of the policy functions of government.

Second, South Africa's white population had clearly reached
a psychological Rubicon in surrendering political power. In the week of
Mr. Preston's visit, the lines were being drawn physically in some areas
of the Witwatersrand, where black squatters, forced from the homelands
by drought and a declining rural economy, had come up against barricades
erected by whites around middle-class suburbs. And white fears about
the economy were not allayed by Nelson Mandela's disavowal (at the Davos
conference in Switzerland) of ANC threats of nationalization. These
fears and reactions have contributed to the marked shift to the right by
white voters, and prompted President De Klerk's decision last week to
reaffirm his mandate for reform through a white referendum.

Mission Obiectives

Mr. Preston visited South Africa to improve his
understanding of political and economic developments, and to determine
how the World Bank should adapt to these developments. His visit
followed discussions with the South African Government's delegation to
the Bank's last annual meeting, and with Nelson Mandela during the ANC
leader's visit to the Bank in December last year.

Mr. Preston came to South Africa with a good deal of
background experience of the country from his J. P. Morgan days, his
past support for the South African Urban Foundation, and his friendship
with influential South Africans like Harry Oppenheimer, formerly
Chairman of the Anglo American/De Beers group, and the Hon. Jan Steyn,
Chairman of the Independent Development Trust. He had also previously L
met black leaders in South Africa, including Chief Buthelezi. Thus Mr.
Preston was able to get quickly into stride during his brief visit.

The Issues

These main issues emerged:

(i) Constitutional negotiations. The tension existing
between the Government/National Party and the ANC over the country's
constitutional future seemed to be far more creative than destructive.
Although each side was publicly critical of the other, Mr. Preston and
the Bank party were given the impression that CODESA had engendered a
spirit of compromise among the 19 parties and groups participating. Mr.
Preston did however ask about those constituencies -- e.g. the
Conservative Party and the Pan Africanist Congress -- that refused to
take part in CODESA, and about concerns that had been expressed to him
of radical right-wing tendencies in the security forces. The CODESA
participants admitted that their efforts to create a "coalescing center"
were perpetually threatened by extremism from both sides, while Mr.
Mandela reiterated his deep concern about the presence of a
destabilizing "third force" in the townships.

Mr. Preston was curious about the position of Inkatha in the
multi-party talks, and led the discussion in this direction when he met
with Dr. Frank Mdlalose, National Chairman of Inkatha, and a group of
party leaders. Dr. Mdalalose said that Inkatha had attended the first
round of CODESA talks, but would resist any constitution-drafting body
created through an election, as this would exclude smaller parties from
the crucial process, or at least diminish their contribution (note: a
recent poll in South Africa claimed that Inkatha's share of the vote was
less than 5 percent). Musa Myeni, a senior Inkatha official, told Mr.
Preston that the South Africa Communist Party had a stranglehold on the
CODESA talks, and planned to launch a "world-wide communist movement"
from South Africa. Any attempt by the ANC to impose policies without
minority safeguards would result in civil war.
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(ii) Pace of Bank engagement. Members of the Cabinet and
representatives of the private sector stressed that the deepening
recession and the social disintegration in South Africa threatened
advances on the political front, i.e. there could be no "democracy
without development". There was a strong interest in the U.S. Gramm
amendment being lifted so that the IMF could provide financial
assistance (accelerated growth was seen as creating enough of a balance
of payments problem to justify IMF support).

There was a general perception among government and business
leaders that the ANC wanted the Fund and Bank to hold back so that the
ANC would eventually get the credit for letting them in. During
discussions with Dr. Mandela and his colleagues in the ANC's inner
cabinet, Mr. Preston was told that the ANC's position in favor of a
phased removal of sanctions was intended to keep the pressure on the
constitutional reform process, as a satisfactory conclusion was by no
means guaranteed. It would suit the present Government's narrow
political ends to claim success in tapping the resources of the Bretton
Woods institutions, but the effort would not be sustainable without the
blessing of a legitimate government.

Mr. Preston took the position, which he repeated at most of
his meetings, that the Bank could not lend to South Africa until there
was significant consensus for an expanded role both within the country
and among the Bank's shareholders. However, he had been given
sufficient encouragement by the main Players to accelerate the Bank's
engagement in South Africa so that financial assistance could be
provided without delay when the time was right. It would be extremely
unfortunate if the Bank could not respond promptly to the massive
economic and social expectations that a new government would immediately L
have to deal with. Dr. Mandela had (during his visit to Mr. Preston in
December) proposed that a suitable trigger for Bank lending would be the
creation of an interim government, although Mr. Preston avoided going
into such specifics.

(iii) Structural Adjustment and the Role of the Private
Sector. Mr. Preston explored the status of the dialogue on structural
adjustment and on the future role of the private sector. There were
some signs of convergence by the Government and ANC on broad economic
policy, with Dr. Stals of the Reserve Bank and Minister Keys both
stressing the need to address such long-term issues as the pronounced
capital intensity of industrial growth and the poor capital-output
ratios (a well-known ANC theme). Meanwhile, the head of the ANC's
Department of Economic Planning told Mr. Preston that the ANC eschewed
free-spending and populist fiscal policies : the challenge would be to
try to instill a sense of realism in the country (a well-known Reserve
Bank theme).

There was little evidence of the corporate sector being
adequately involved in the economic debate, although corporate and union
leaders were trying (without much success) to create a national economic
forum.

Julian Ogilvie Thompson, the Chairman of Anglo American and
De Beers, told Mr. Preston that he was prepared to defend the domination
of the South African economy by the "Big Five" conglomerates built on
mining profits and insurance money. The concentration of ownership was
the result of a shortage of capital and skills in the economy, and the
need to remain competitive on world markets, especially through large
export projects. Bigness, far from creating monopoly, had in fact
increased competition in South Africa by breaking up previous monopolies
in steel and paper production, for example. The bigness itself was
exaggerated : the fixed assets of the Anglo American group amounted to 6
percent of the total in South Africa, compared with the 50 percent owned
by the Government. Mr. Ogilvie Thompson said it was tragic that the



Distribution Below - 4 - February 26, 1992

economy was so capital intensive with unemployment at dangerous levels,
but a major cause had been labor unrest -- a threat that remained.

Around the table with the ANC, it was clear that the
concentration of ownership of the South African economy is deeply
divisive, as is the vertical integration of the large groups (e.g. each
with its own bank and manufacturing or construction function) and the
perception among extra-parliamentary groups that black business and
black managers can never break into the favored circle or survive
outside it. This gulf between the two sides prompted Mr. Preston on
several occasions to warn of the dangers of the economic debate falling
too far behind political progress.

(iv) Managing Development. Mr. Preston returned a number
of times to the theme of the country's future capacity to manage a
reoriented economy, especially in the medium term, while the education
system was being reshaped and black South Africans were trained in
development. He was particularly concerned that existing developmental
institutions, such as the Independent Development Trust and the
Development Bank of Southern Africa, were distrusted both by members of
the Government (who viewed leaders of the institutions as left-wing
radicals on such issues as land reform) and members of the black
opposition (who told Mr. Preston that the IDT was a "captive" of
Pretoria). Mr. Preston said it was important for the country's limited
development capacity not be disabled on ideological grounds, and for
compromises to be reached; knowing something of IDT, he found the talk
of "captives" disturbing.

(v) Crisis of the Family. Mr. and Mrs. Preston were moved
by their meeting with the group of women's leaders from the townships, L
who described how an era of "family bashing" by successive apartheid
governments had dehumanized personal relations, with families broken up
and a generation of children alienated from their parents and resentful
of any form of authority.

Mrs. Albertina Sisulu: "Apartheid has made our women
uneducated, illiterate, unemployed. They must even learn to bring up
children. They do not know what it means to vote. They see their men
killed in the violence. Their children go to schools where there are no
books and no teachers and where classrooms are bombed. Homework is a
candle in a shack with a war outside."

Mrs. Gertrude Shope: "Family planning? People do not think
of family planning when there are families that have lost all their
children. In the townships, we count how many people are buried every
weekend. All you own are your children, and even if they get their food
out of dustbins, they are all we have."

Mrs. Sheila Sisulu: "We must reestablish a culture of
learning, which means more than educational reform. Without housing and
lighting and security, children will not learn. We must also encourage
"parent empowerment", because respect of parents has been lost, and is
an essential element of the learning process. Parents are ashamed of
what they believe to be their failure. We must try to restore their
self-respect".

The women told Mr. and Mrs. Preston that women's
groups had embarked on a program, called Big Ears, to find out what
women felt and how they could contribute to community-based development.
The ANC Women's League was drafting a women's bill of rights to be
incorporated in a new constitution. Mr. Preston said it was inevitable
that future World Bank projects in South Africa would address the issues
that had been raised, and involve women in the design (Bank staff have
in fact begun such discussions with women's groups).
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Next Stevs

The Bank has accelerated its economic and sector work
in South Africa, and begun identifying a series of quick-impact basic
services projects that would precede support for restructuring of the
economy. Initial emphasis in the sectors is on urban development,
education and capacity-building, and household energy. In the
referendum scheduled for March 17, De Klerk seeks a renewed mandate from
the white electorate to proceed with constitutional negotiations. If he
succeeds, progress towards a multi-racial interim government is likely
to be accelerated, as the ANC has made important constitutional
concessions to the Government in the past few days. The Bank would be
under acute pressure to get projects ready, requiring substantial
additional resources. A Conservative Party victory in the referendum is
likely to lead to widespread civil strife and the suspension of Bank
activities in the country.

Distribution:

Messrs Jaycox, Wai, Denning, Patel, Sam, Thahane, Langley;
Ms. Mohadjer and Ms. Armitage;
AF6DMT and SA Country Team
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HEAD OFFICS
TD'TU T~I~' P.O. BOX 1312 PARKLANDSSTREET-WISE JOHANNESBURG 2121

JOHANNESBURG, SOWETO, PRETORIA, DURBAN & (011) 648-1203/4
Fax (011) 648-5538

EDUCATION, CHILD-CARE AND VOCATION PREPARATION
FOR STREET CHILDREN IN SOUTH AFRICA
FUND RAISING UNDER THE AUSPICES OF THE CHILDREN'S FOUNDATION

01-100173-000-7

14TH FEB 1992
Mrs Gladys Pulitzer Preston
Sandton Sun Hotel
Johannesburg

Dear Mrs Preston,

I was very sorry to hear that you felt unwell and so could not visit
the Street-Wise project in Johannesburg. Lilian who was to be your
guide, phoned me this morning to let me know. I hope that you are
feeling a bit more rested now and that you are back to your normal
self.

As I am up in Sandton this evening, I thought I should take the
opportunity to drop off something for you to remember us by, even
though you could not take home personal memories.

I have enclosed some very recent photos of our school in action, and
two information brochures. If you are interested in getting involved
in any way, or if you would like to help us raise funds through any
organizations with which you have a connection, please contact me and

will be able to give you specific proposals.

I hope that you enjoyed your stay in South Africa andthat you have.a
safe journey homeward.

With very best wishes

Robin Kirkham
National Education Coordinator
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Sipho sleeps on the street
Sipho begs for money to stay alive

Sipho is not delinquent
Sipho has not committed any crime

Sipho might die this winter
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STREET-WISE
EDUCATION, CHILD-CARE AND VOCATION PREPARATION FOR

STREET CHILDREN IN SOUTH AFRICA

INFORMATION BROCHURE



STREET CHILDREN IN SOUTH AFRICA
It is remarkable that street children all over the world have so much in common. The following are reasons for the street child

phenomenon in any country:

* Broken homes * Parental alcoholism * Migrant labour * Child abuse * Child neglect * Poverty * Child labour * Death of
parents

In South Africa, however, there are some special contributing factors. Political violence has destroyed many families. The

lack of opportunities in townships attract many teenagers to the white cities and many children are sent to the cities by
parents who need to supplement family income through their children's begging. This has been aggravated by the fact that

until now education was not compulsory for all South African children. The diagnostic environment of school has been

denied many children who could have been saved from abuse and neglect.

Migrant labour is also particularly problematic in South Africa. Not only do many fathers work away from home, but mothers
are often employed as domestic servants and sleep away from their children at the homes of their employers.

It is a common misconception that amongst black South Africans the extended family structures are intact and that all street

children could stay with family members. Although this is the case in many rural areas and certainly does help to keep the
numbers of street children below what one would expect, rapid urbanization has destroyed family bonds. The westernization
process in the vast urban townships soon create more nuclear families, often, as has been shown, with one or sometimes

both parents working and living away from home.

But most societies can absorb potential street children into care centres and children's homes. In South Africa, however,

the provision of such services for all but white children has been grossly inadequate. As a result numerous non-

governmental organizations have been set up during the Apartheid years to meet the most pressing welfare needs.

Even though change is taking place in South Africa the economy is such that it will be many years before adequate services

would be provided. Also, street children are neglected even in some first world countries because of their political
insignificance. The need for an NGO such as Street-Wise will exist for many years to come.

LIFE ON THE STREET
The case histories of individual children clearly show that children on the street are not delinquents who have escaped
parental discipline. Also, when you become aware of the harshness and deprivations of street life, you begin to realize just
how personally devastating a child's life must have become for him or her to have sought refuge in such inhospitable places

as the streets of our cities.

To cope with their harsh circumstances street children adopt survival behaviour that are unacceptable to the general com-
munity. Almost all street children sniff or "smoke" glue, which has a devastating and long-term effect on their health. It is

interesting that in winter the incidence of glue-sniffing increases radically. It is a cheap and effective way for the children to
forget the cold and the emotional pain of their isolation.

Street children also become very good at improving their begging ability. Tall stories are told to evoke sympathy and
children would often not wear all their clothes on a winter's night to attract sympathy.

All street children are undernourished, disease-ridden and emotionally very unstable. Some street children commit petty
crime in order to survive.

When children come into Street-Wise programmes we also observe other effects of street life. Concentration span is very

short, which makes special developmental teaching a necessity. They also demand constant attention and their behaviour
is erratic. Many projects for street children have failed because they did not provide bridging programmes before sending
the children to formal schools.

Street-wise is not only serving the children. We serve the community by taking children off the street and into programmes
that do much more than occupy them out of sight of the irritated shop-owners and customers of city establishments. We are
effectively providing children with a dignified future. Without that, the street children of today will become the desperate

unemployed of years to come, who might commit crime to survive.

9t-



BRIEF HISTORY OF STREET-WISE
Origin:
STREET-WISE was co-founded in late 1986 by South African anthropologist Jill Swart and British educationist and
musician, Chris Williams. From the first the project was emphasized as nonpolitical, interdenominational and non-racial.

It was established to meet the stated need of street children for education and job skills training. While they felt that they
could get food, shelter and clothing of sorts on the streets, the children were anxious not to become hoboes and drop-outs in
adulthood. They were concerned that without adequate education they would be unable to find employment and hence
attain independence in adulthood.

Development:
The project started with "street schooling"; that is, the children living on the streets were taught on the pavements and in
parks in Johannesburg. Although the children enjoyed this, it alarmed members of the local (white) community who called in
the police on a number of occasions to disperse the gatherings of black children on public lawns.

From February 1987, the children attended lessons in the garden of a private home, walking 4 kilometres to do so.
Permanent premises were exceptionally difficult to find as people were hostile to the idea of street "delinquents" being
housed and taught alongside their own homes. A number of temporary premises were used until in May 1990 STREET-
WISE at last obtained its own premises in Johannesburg.

In mid-1988, pilot studies were undertaken in Durban and Soweto to establish the feasibility of setting up branches of
STREET-WISE there. The need was found to warrant this and programmes were started in 1989. In Durban the programme
is being temporarily run from the Clermont Mission, generously made available by Catholic Archbishop Denis E Hurley,
while other premises are sought; in Soweto it is based at the lpelegeng Community Centre under the caring eye of Anglican
Archbishop David Nkwe.

STREET-WISE DEVELOPMENT In 1988 sociologist Dr Janet Mills opened a soup kitchen for street
TOTAL STAFF AND SERVICES children in Pretoria. When problems were encountered in develop-

ing the programme her committee asked STREET-WISE to take

STREET-WISE had branches in Johannesburg, Soweto, Durban
400 and Pretoria.

In 1990 the existing branches were consolidated and expanded
,00 - iand in January 1991 the Street-Wise head office was established

1986 1987 1988 1989 1990 1991 to serve not only existing branches but anyone working with street
=STAFF ME SERVICES children in South Africa.

NO GOVERNMENT SUPPORT AT ANY TIME

EXISTING STREET-WISE CENTRES AND SERVICES AS ON 1 JULY 1991
Johannesburg: Street outreach

Tshepo shelter
Comprehensive education and job-skills training
Comprehensive social and psychological support
Support for ex street children attending formal school
Communal home for the children attending formal school

Soweto: Street outreach
Comprehensive education
Social support
Support for ex-street children attending formal school
Botshabelo home for children attending formal school

Pretoria: Street outreach
Soup Kitchen
Basic education programme
Support for ex street children attending formal school
Mamelodi home for children attending formal school

Durban: Clermont Shelter
Comprehensive education and job-skills training Soweto Pretoria
Comprehensive social and Psychological support s P Johannesburg

Support for ex street children attending formal school
Accommodation for the children attending formal school = Street-Wise Projets urban

Head Office: Management of the above 0 - Sister Project
Fundraising for the above Port Shepstone

Staff training and development Uitenhage East London

Programme development
Marketing for the above
Financial administration for all of Street-Wise
Support for Sister Projects in Port Shepstone, Uitenhage, East London and Pietermaritzburg.



SOLVING THE STREET CHILD PROBLEM

The Street-Wise approach has five main aspects. These are aimed at solving the street child problem in any
community and achieving this goal depends largely on how complete a range of services can be offered.

1. STREET OUTREACH T4. STREET-WISE EDUCATION PROJECT

This aspect has two main objectives: THE STR ET-E MODEL Our education programmes have been called the best of their kind in

a) To provide in the needs of children who are still on the street. the world. Street-Wise pioneered street child education in South

This involves giving food, warm clothes, blankets and medical Africa and the success of the organization can be attributed mainly

attention, and protecting the children from abuse. We are careful to its very strong emphasis on breaking the vicious circle of the

not to make children on the street too comfortable, because we children's lives through relevant education. There are four main

do want them to enter our shelter. Unfortunately, though, our STREET UTREACH focal points:

shelters are not big enough to take in all street children. a) All street children are behind in their education and some have

b) To advertise our other services. Children are made aware of never been to school before. Remedial programmes concen-

our education programme and are invited to attend. The most trate on numeracy and literacy and the general educational

needy children are identified and taken into the shelter. SHELTER rehabilitation of the children.
b) Educational strong points are not ignored while the child catches

up in the remedial programme. Formal education within the

,ASSESSMENT Street-Wise school continues to prevent loss of vital time in the
SSE educational development of the child.

c) Life skills training is done largely by volunteers and include
religious instruction, sex education, drug and solvent abuse

RECONCILIATION counselling, health and hygiene education, art therapy, drama
FOSTE CAREtherapy and many other short courses during the year.

d) Job skills training is done with all children, no matter how

young. This helps to instill work ethic and to develop concentra-

STREET- tion span. For older children, who may not return to formal

schools, this aspect of the programme is a preparation for formal
REMEDIAL FORMAL LIFE SKILLS JOB-SKILLS training and for eventual employment.

EDUCATION EDUCATION TRAINING TRAINING

GRADL' TE PW 2RAMME
FORMAL SCHOOLING FORMAL TRAINING

EMPLOYMENT & INDEPENDENCE
3. ASSESSMENT

Our first option always is to reconcile the child with his or her home. Unfortunately this
is rarely possible as we do not often have the means to remove the reasons why the
child left home in the first place. Alternatively we try to find suitable foster care for the
child in his or her family or original community. As a last resort we keep a child in our

2. SHELTER shelter and enrol him or her in our

This is really a misnomer, education programme. The assess-

as children receive much ment aspect therefore comprises the5.GAUTPR RME
mose hadrn jusroover fllom ng. hrf p sThis term is used for lack of a better one, and refers to the preparation of children

their theads uShtrfer affa) A sociological study is done to to leave Street-Wise programmes for formal schooling or formal training. It also

are child care workers determine family background and includes the continued support of such ex street children until they are fully

who create a substitute the reasons why the child ended independent of our help.

home environment for up on the street. We believe strongly that

the children. Afternoons b) A psychological study deter- children should not be
are taken up by recrea- mines the effect that street life kept isolated from their

are~~~~~~~kp takente upo byrcehenipeiuseprinerhv
tional activities until a and previous experiences have 'normal' peers. It is also

homework session starts. had on the child. This also deter- important to make space
After supper informal mines the level of counselling the for new intakes of children

child needs.
guidance and develop- c) An educational assessment is
ment work are done by done to compare the child's There are more than a

the child care workers. cognitive development an 'el hundred success stories

The shelters stay open of education. This determii.Ano of ex-street children who
throughout the year. group in which the child will be have left Street-Wise in its

placed in our education pro- short history, and that

gramme and provides the number increases every
remedial teachers with vital year.
information.



STREET-WISE MANAGEMENT
Street-Wise activities and management are defined by a Constitution which was written by the first
Board of Street-Wise under the chairmanship of Father Bill MacCurtain, SJ. The constitution was up-
dated and expanded in February 1990 and again in May 1991. (See next two pages)

Street-Wise policy and general management are governed by a Board comprising a balance of
democratically elected employees, appointed employees and volunteers co-opted to specified port-
folios. The chairman is always a non-employee and is elected by the Board.
The Board appoints an Executive that is responsible for the day-to-day management of the organiza-
tion. The executive consists of the Director, The National Co-Ordinator and an elected non-employee
who is also a member of the Board.

Branches are managed by Co-Ordinators and decisionmaking is monitored by the Director.

THE BOARD OF STREET-WISE AS ON 1 JULY 1991
Honorary President:
Jill Swart. MA, HDLS, FRAI.

Chairman:
Neil Tooley. Dip Polymer Tech. Dip.Man.

Executive:
Burt Neethling. Hons BA, H.Dip.Ed, Cert.Fin.Man. (Director)
Lilian Isaacs. MA Social Science (National Co-Ordinator)
Barbara Watson. BA Social Science (Elected Volunteer)

Members:
Minah Motaung. Dip. Ed.
Mark van Niekerk. BA, H.Dip.Ed.
Knox Mogashoa. BQCC
Vusi Zwane
Lorraine Rakau
Melinda Swift
Sr Helena McKinney. BSc, Dip.Ed.
Sally Engelbrecht. Hons BA. HDE
Jack Sutton. Dip.Eng.
Brother Neil McGurk. Phd.

Advisors:
Prof. Linda Richter. Phd.
John Craner. CA. The youngest child in Street-Wise

with a Co-ordinator from the
Pretoria branch.

Tea break at the Johannesburg Education Project. In a tailoring class at Johannesburg Street-Wise.



STREET-WISE CONSTITUTION
1. NAME & LEGAL PERSONALITY

The association shall be called STREET-WISE and shall function as an autonomous, non-profit making association. It

shall be strictly non-racial, non-political and not affiliated to any one religious denomination.

2. OBJECTIVES

Street-Wise exists solely to help street children by providing the following:
2.1 Education to bridge the gap between street-life and a return to formal schooling.
2.2 Vocational Preparedness skills for those who are unable to return to formal schooling.

2.3 Child-Care in the form of shelter, food and clothing, and through the co-ordination of medical, welfare,
psychological and legal services provided by the community.

3. ACTIVITIES
Street-Wise shall engage in the following activities to meet the objectives set out above:
3.1 Run outreach programmes to get children off the streets and into the education projects and/or shelters.

3.2 Run education programmes to provide functional literacy and numeracy, consolidation of previous schooling and/or

skills to prepare pupils for meaningful employment.
3.3 Co-ordinate support programmes for ex-street children in formal schools or in employment.

3.4 Provide accommodation for participants of these programmes.
3.5 Assist other organizations to extend similar services to street children.

4. AREA OF OPERATION

Street-Wise shall extend its services to any street-child found within the Republic of South Africa. It shall operate

branches in Johannesburg, Durban, Soweto and Pretoria, and elsewhere as the need arises.

5. MEMBERSHIP

The membership of Street-Wise comprises of the members of its Board and all paid employees appointed by the Board

or its executive. Members shall not be individually responsible for any liabilities incurred by Street-Wise.

6. THE BOARD

6.1 Composition
6.1.1 The founders of Street-Wise who are still associated with Street-Wise until such time as they cease to be

associated with Street-Wise.
6.1.2 The Director and National Co-Ordinators of Street.
6.1.3 The Project Co-Ordinator of each Street-Wise branch or, in the case of projects managed by co-ordinating

teams with more than four members, two co-ordinators approved by The Board.
6.1.4 One elected employee from each Street-Wise project, provided that such elected employee has been a

member of Street-Wise for at least two years.
6.1.5 A maximum of three co-opted paid employees of Street-Wise.
6.1.6 A maximum of five members co-opted from outside Street-Wise.

6.2 Powers and Duties.
The Board shall be the body which governs the association and shall have all the powers and duties associated with

that function which, without derogating from the generality thereof, shall include the following:
6.2.1 To consider and approve new members.
6.2.2 To terminate the association of individual members whom it considers to be unsuitable.

6.2.3 To regulate conditions of employment of all staff.
6.2.4 To consider and approve annual budgets for all Street-Wise projects.

6.2.5 To ensure an audit and to approve the financial report of the treasurer.

6.2.6 To appoint or approve, regulate the operation of or dissolve such committees as it may deem expedient.

6.2.7 To frame such policies and procedures and to do all such other acts as may be necessary for the proper
and efficient administration of the association.

6.2.8 To elect a chairperson from its membership.
6.2.9 To monitor the duties of the executive committee.
6.2.10 To promote Street-Wise in the broader community.
6.2.11 To appoint or co-opt a central treasurer for Street-Wise.
6.2.12 To institute, conduct, defend or abandon any legal proceedings on behalf of Street-Wise.

6.3 Term of Office
6.3.1 With the exception of members defined under 6.1.4, 5 and 6 above, membership of the Board shall be

perpetual until resignation or until termination of such membership through a decision of the Board.

6.3.2 Elected representatives from each project, as defined under 6.1.4 above, shall be members for one year

only, unless re-elected by the colleagues they represent. There shall be no restriction on the number of

times such members may be re-elected.
6.3.3 All co-opted members shall have a term of office of two years only, but may be co-opted again. There shall

be no restriction on the number of times such members may be co-opted.

6.3.4 The term of office of the chairperson shall be two years from election, but a chairperson may be re-elected.

There shall be no restriction on the number of times a chairperson may be re-elected.



6.4 Meetings
6.4.1 The Board shall meet at least once in every three months.
6.4.2 Special meetings may be called at the request of the Executive or at the request of three or more members

of the Board.
6.4.3 A quorum shall be 50% plus one person of the members of the Board.
6.4.4 In the event of election or voting, this shall be by show of hands of the members present or by secret ballot

if requested by two or more members present. Each member shall have one vote only and the Chair-
person shall have a casting vote.

6.4.5 No member may be represented by proxy.
6.4.6 Minutes shall be kept of all meetings and such minutes, when confirmed at the next Board meeting, and

signed by the chairperson, shall be prime facie evidence of the correctness of the matters recorded
therein.

6.4.7 An open day shall be held annually at each branch of Street-Wise.
6.4.8 Persons and organisations other than members of Street-Wise shall be invited to the open day.
6.4.9. The annual report and audited financial statements shall be presented at the open day.
6.4.10 Only members of the Board and those proposed by them may address the meeting at open day.

7. THE EXECUTIVE COMMITTEE

7.1 Composition
7.1.1 The Director of Street-Wise as appointed by the Board.
7.1.2 The National Co-Ordinators as appointed by the Board.
7.1.3 Any one other member of the Board who is not an employee, elected annually by the Board.

7.2 Duties
The Executive Committee shall be responsible for the daily management of all Street-Wise resources and for all
decisions pertaining to the effective operation of Street-Wise activities. These duties shall include the following:
7.2.1 To administer funds and monies in such a way as may be necessary to further the agreed objectives of

Street-Wise.
7.2.2 To deal by way of pledge, sale, purchase, exchange, hire, lease, mortgage or in any way with any property

whether movable or immovable, and any right or interest therein so as to further agreed objectives of
Street-Wise.

7.2.3 To construct, purchase, maintain and alter any building necessary or convenient to Street-Wise.
7.2.4 To insure against any damage and risks of any kind which may affect Street-Wise.
7.2.5 To conclude contracts and sign documents in the name of Street-Wise.
7.2.5 To ensure the effective management and the maintenance of standards of individual projects.
7.2.7 To employ and dismiss staff, in accordance with the conditions set out in the staff contract, as may be

necessary to further the agreed objectives of Street-Wise. This shall be done in consultation with the rele-
vant project co-ordinator.

7.2.8 to open and operate banking and savings accounts in the name of Street-Wise.
7.2.9 To raise, collect and receive funds.

8. FINANCE

8.1 The financial year shall be from 1 April each year to 31 March of the year following.
8.2 All monies received by Street-Wise shall be paid into a central bank account and all disbursements shall be made

by cheque signed by two members of the Executive.
8.3 The Board and each project shall keep true and full accounts and such accounts shall be balanced and audited by

the end of each financial year.
8.4 The treasurer of the Board and of each project shall submit quarterly financial statements to the Board.
8.5 Copies of the annual balance sheet and revenue and expenditure account of Street-Wise shall, after audit and

adoption by the Board, be sent to each member of Street-Wise.

9. AMENDMENT OF THE CONSTITUTION

9.1 This constitution may be amended with the approval of no less than 75% of the full membership of the Board at a
meeting called for this purpose.

9.2 The Chairperson shall give all members of the Board notice of such meeting and such notice shall include the text
of the proposed alteration.

10. DISSOLUTION OR MERGER

Street-Wise may be dissolved or merged with an organisation with similar objectives if 80% of the full membership of the
Board at a meeting of members convened for the purpose of considering the matter are in favour thereof. Not less than
fourteen days' notice shall be given of such a meeting and the notice convening such meeting shall clearly state that the
dissolution or merger of Street-Wise and the disposal of its assets is to be considered. If there are not 80% of members
present at such a meeting, the meeting shall stand adjourned for at least one week while the meeting is re-convened. At
such re-convened meeting the quorum shall be 50% of the full membership of the Board and a decision shall be taken
by a majority vote.
If upon the dissolution of Street-Wise any assets whatsoever remain after the satisfaction of all its debts and liabilities,
such assets shall not be paid to or distributed among its members, but shall be given to any other organisation(s),
preferably with similar objectives and which is/are authorised in terms of the Fundraising Act 107 of 1978 to collect con-
tributions, as may be decided at the general meeting at which it is decided to dissolve Street-Wise or, in default of such
decision, as may be decided by the Director of Fundraising.



STREET-WISE SOUTH AFRICA
NEW EDUCATION PLAN - PROPOSED DESIGN

At the end of 1991 in our National Planing Seminar, Street-Wise
resolved to make its education system more relevant to the children

in its care. The main objective for the new education system is
therefore to equip each individual child to become independent and
self sufficient.

Once a child has been assessed and admitted to the Street-Wise

programme, a two stage development towards independence is planned.

In stage 1 the accent is on education, in stage 2 it is on self

sufficiency.

Stage 1
Education for Self Sufficiency

Areas of Education:

Literacy - Numeracy - Economics - Practical
Skills - Social, Moral & Material Values

Methodology:

A. Production based education system

What is Produced?

Children are involved in activities which have an end product. This

'output' will be in many forms for example manufactured goods such as
designer t-shirts or welded security gates. It will be food produced
on a Street-Wise agricultural project, a performance devised and
produced by the children or a written work exhibited or published

How Will Products be Used?

These products will be used in two ways. Firstly as marketable
commodities producing a cash income. Leather work could be sold to
the public for instance, or a street performance may bring in a
revenue. Secondly the products will be used as internal resources.
Street-Wise can provide much of its own food and furniture in this
way.

How Does This Provide an Education?

While engaged in these creative activities, all the previously listed
areas of education can be introduced to the children. The
possibilities are endless but for instance, theatre work can be used
to debate moral and social values and the sale of agricultural
produce teaches a practical approach to economics. For a small
percentage of academically excellent boys, high school places will be
found, and their afternoon activities will then link in to the Self
Sufficiency programme

B. Constructive Recreation

In addition to this production based system there will be a programme
of constructive recreation including sporting activities, reading and
writing for fun, and attendance of arts and entertainment functions.



Stage 2
Independence Programme

This will be a 12 to 18 month programme partially supported by

Street-Wise, but to a large extent self funding. Boys aged 16, 17 &

18 will be engaged in production based activities similar to those

carried out in the education programme, but with the accent on I
independently motivated and executed activities.

An extension of this programme will be a job creation/placement

scheme. This will be funded by the independence programme and will

work in two principle ways:-

A. by sponsoring small businesses initiated by groups or individuals

participating in the Street-Wise Programme.

B. by arranging placement of participants in local business as

employees.

Aims of the Street-Wise Education Plan

By implementing this plan we believe that Street-Wise children will

come out of our organization as independent adults. They will be able

to support themselves financially by competing in the job market or

by initiating their own small businesses. Their practical skills will

be appropriate to the environment in which they will be expecting to

live.

As the diagram below indicates, the input from our Donors will be

better utilised when this plan is in operation. Donors funds will

generate an income which can be re-invested in the Street-Wise

programmes. While helping our children to become self sufficient,
Street-Wise will become less dependant on external resources.

STREET-WISE
Movement of Resources

KEY FINANCIAL RESOURCE INDEPENDANCE PROGRAMME
GOODS AND ERVICES

NSHELTWER H OFTP

OUTREACH

EDUCATION FOR
SELF SUFFICIENCY

DONORS STREET-WISE HEAD OFFICE AKET PLACE



DEAR DONOR...
We hope that the contents of this brochure inspires you to extend your caring support to Street-Wise. For us
there is nothing as rewarding as seeing these battered, abused and neglected children regaining their lost
childhood. The self respect that they develop and the dignity that comes from being loved and stimulated to
learn, are the results of a partnership between Street-Wise and our circle of supporters.

You can become a partner in the future of these children by investing any of the following:

1. Money needed to fund the feeding, clothing,
4 ~accommodation, education and training of

the almost five hundred children in our care.

2. Goods such as unwanted furniture, clothes,
stationery and toys, or food to help us supply
the 1 500 meals we prepare every day.

3. Time to help with excursions, our homework
programmes, cooking, teaching or skills
training.

PLEASE HELP US TO GIVE
THESE CHILDREN A CHILDHOOD ON

Like the boy on the inside of the front cover, these children were found WHICH TO BUILD AN ADULTHOOD
sleeping in a vacant lot in Hillbrow, Johannesburg. They ranged from WITH INTEGRITYage 8 to 14.

Contact addresses and numbers:

THE DIRECTOR Branches:
STREET-WISE
PSOREBOX-1312 JOHANNESBURG: 011 614 7883

SOWETO: 011 9825810PARKLANDS PRETORIA: 012 44 67492121 JOHANNESBURG DURBAN: 031 701 3455TEL 011 614 6321
STREET-WISE FUND-RAISES UNDER THE AUSPICES OF THE CHILDREN'S

FOUNDATION. FUND-RAISING NUMBER: 01-100173-000-7.

FUND-RAISING ACCOUNT:
THE STREET-WISE CHILDREN'S FOUNDATION TRUST ACCOUNT

STANDARD BANK SMALL STREET BRANCH
ACCOUNT NUMBER 001 364 510

STREET-WISE IS A MEMBER OF THE SOUTHERN AFRICAN ASSOCIATION OF
INDEPENDENT SCHOOLS AND OF THE NATIONAL ASSOCIATION OF CHILDCARE WORKERS.

STREET-WISE IS NOT AFFILIATED TO ANY ONE RELIGIOUS DENOMINATION OR TO ANY POLITICAL ORGANIZATION.

This boy was 3 years
- old when we found

him on the streets of
Johannesburg. He is
now being cared for
by the house parents
of our Mamelodi
Home.

This brochure was compiled by Street-Wise Head Office. Thanks to Jill Swart for extracts from articles she had written. Thanks to Rory
Robertshaw who was responsible for most of the photographs. Thanks to our donor, who does not want to be named, for covering the cost
of production.
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Sipho sleeps on the street
Sipho begs for money to stay alive

Sipho is not delinquent
Sipho has not committed any crime

Sipho might die this winter
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STREET-WISE
EDUCATION, CHILD-CARE AND VOCATION PREPARATION FOR

STREET CHILDREN IN SOUTH AFRICA

INFORMATION BROCHURE



STREET CHILDREN IN SOUTH AFRICA
It is remarkable that street children all over the world have so much in common. The following are reasons for the street child

phenomenon in any country:

0 Broken homes 0 Parental alcoholism @ Migrant labour e Child abuse e Child neglect * Poverty 0 Child labour 0 Death of

parents

In South Africa, however, there are some special contributing factors. Political violence has destroyed many families. The

lack of opportunities in townships attract many teenagers to the white cities and many children are sent to the cities by

parents who need to supplement family income through their children's begging. This has been aggravated by the fact that

until now education was not compulsory for all South African children. The diagnostic environment of school has been

denied many children who could have been saved from abuse and neglect.

Migrant labour is also particularly problematic in South Africa. Not only do many fathers work away from home, but mothers

are often employed as domestic servants and sleep away from their children at the homes of their employers.

It is a common misconception that amongst black South Africans the extended family structures are intact and that all street

children could stay with family members. Although this is the case in many rural areas and certainly does help to keep the
numbers of street children below what one would expect, rapid urbanization has destroyed family bonds. The westernization

process in the vast urban townships soon create more nuclear families, often, as has been shown, with one or sometimes

both parents working and living away from home.

But most societies can absorb potential street children into care centres and children's homes. In South Africa, however,

the provision of such services for all but white children has been grossly inadequate. As a result numerous non-

governmental organizations have been set up during the Apartheid years to meet the most pressing welfare needs.

Even though change is taking place in South Africa the economy is such that it will be many years before adequate services

would be provided. Also, street children are neglected even in some first world countries because of their political

insignificance. The need for an NGO such as Street-Wise will exist for many years to come.

LIFE ON THE STREET
The case histories of individual children clearly show that children on the street are not delinquents who have escaped

parental discipline. Also, when you become aware of the harshness and deprivations of street life, you begin to realize just
how personally devastating a child's life must have become for him or her to have sought refuge in such inhospitable places

as the streets of our cities.

To cope with their harsh circumstances street children adopt survival behaviour that are unacceptable to the general com-

munity. Almost all street children sniff or "smoke" glue, which has a devastating and long-term effect on their health. It is

interesting that in winter the incidence of glue-sniffing increases radically. It is a cheap and effective way for the children to

forget the cold and the emotional pain of their isolation.

Street children also become very good at improving their begging ability. Tall stories are told to evoke sympathy and
children would often not wear all their clothes on a winter's night to attract sympathy.

All street children are undernourished, disease-ridden and emotionally very unstable. Some street children commit petty

crime in order to survive.

When children come into Street-Wise programmes we also observe other effects of street life. Concentration span is very

short, which makes special developmental teaching a necessity. They also demand constant attention and their behaviour

is erratic. Many projects for street children have failed because they did not provide bridging programmes before sending

the children to formal schools.

Street-wise is not only serving the children. We serve the community by taking children off the street and into programmes

that do much more than occupy them out of sight of the irritated shop-owners and customers of city establishments. We are

effectively providing children with a dignified future. Without that, the street children of today will become the desperate

unemployed of years to come, who might commit crime to survive.

~P4KK e



BRIEF HISTORY OF STREET-WISE
Origin:
STREET-WISE was co-founded in late 1986 by South African anthropologist Jill Swart and British educationist and
musician, Chris Williams. From the first the project was emphasized as nonpolitical, interdenominational and non-racial.

It was established to meet the stated need of street children for education and job skills training. While they felt that they
could get food, shelter and clothing of sorts on the streets, the children were anxious not to become hoboes and drop-outs in
adulthood. They were concerned that without adequate education they would be unable to find employment and hence
attain independence in adulthood.

Development:
The project started with "street schooling"; that is, the children living on the streets were taught on the pavements and in
parks in Johannesburg. Although the children enjoyed this, it alarmed members of the local (white) community who called in
the police on a number of occasions to disperse the gatherings of black children on public lawns.

From February 1987, the children attended lessons in the garden of a private home, walking 4 kilometres to do so.
Permanent premises were exceptionally difficult to find as people were hostile to the idea of street "delinquents" being
housed and taught alongside their own homes. A number of temporary premises were used until in May 1990 STREET-
WISE at last obtained its own premises in Johannesburg.

In mid-1988, pilot studies were undertaken in Durban and Soweto to establish the feasibility of setting up branches of
STREET-WISE there. The need was found to warrant this and programmes were started in 1989. In Durban the programme
is being temporarily run from the Clermont Mission, generously made available by Catholic Archbishop Denis E Hurley,
while other premises are sought; in Soweto it is based at the Ipelegeng Community Centre under the caring eye of Anglican
Archbishop David Nkwe.

STREET-WISE DEVELOPMENT In 1988 sociologist Dr Janet Mills opened a soup kitchen for street
TOTAL STAFF AND SERVICES children in Pretoria. When problems were encountered in develop-

ing the programme her committee asked STREET-WISE to take
over the project to develop it further. By the end of 1989, therefore,
STREET-WISE had branches in Johannesburg, Soweto, Durban

400 and Pretoria.
In 1990 the existing branches were consolidated and expanded

1oo and in January 1991 the Street-Wise head office was established
0 18 1987 1988 198 9 1990 1991 to serve not only existing branches but anyone working with street

=STAFF ME SERVICES children in South Africa.
NO GOVERNMENT SUPPORT AT ANY TIME

EXISTING STREET-WISE CENTRES AND SERVICES AS ON 1 JULY 1991

Johannesburg: Street outreach
Tshepo shelter
Comprehensive education and job-skills training
Comprehensive social and psychological support
Support for ex street children attending formal school
Communal home for the children attending formal school

Soweto: Street outreach
Comprehensive education
Social support
Support for ex-street children attending formal school
Botshabelo home for children attending formal school

Pretoria: Street outreach
Soup Kitchen t
Basic education programme
Support for ex street children attending formal school
Mamelodi home for children attending formal school

Durban: Clermont Shelter
Comprehensive education and job-skills training Soweto Pretoria
Comprehensive social and Psychological support to .Johannesburg

Support for ex street children attending formal school Pieterma
Accommodation for the children attending formal school * = Street-Wise Projetsr i urban

Head Office: Management of the above * - Sister Project
Fundraising for the above Port Shepstone

Staff training and development Uitenhage East London

Programme development
Marketing for the above
Financial administration for all of Street-Wise
Support for Sister Projects in Port Shepstone, Uitenhage, East London and Pietermaritzburg.



SOLVING THE STREET CHILD PROBLEM

The Street-Wise approach has five main aspects. These are aimed at solving the street child problem in any
community and achieving this goal depends largely on how complete a range of services can be offered.

1. STREET OUTREACH TH T T Ai~ M D L4. STREET-WISE EDUCATION PROJECT

This aspect has two main objectives: THE ST ME'ET-W aE MODEL O education programmes have been called the best of their kind in

a) To provide in the needs of children who are still on the street. the world. Street-Wise pioneered street child education in South

This involves giving food, warm clothes, blankets and medical Africa and the success of the organization can be attributed mainly
attention, and protecting the children from abuse. We are careful to its very strong emphasis on breaking the vicious circle of the

not to make children on the street too comfortable, because we children's lives through relevant education. There are four main

do want them to enter our shelter. Unfortunately, though, our STREET UTREACH focal points:
shelters are not big enough to take in all street children. a) All street children are behind in their education and some have

b) To advertise our other services. Children are made aware of never been to school before. Remedial programmes concen-

our education programme and are invited to attend. The most trate on numeracy and literacy and the general educational

needy children are identified and taken into the shelter. SHELTER rehabilitation of the children.
b) Educational strong points are not ignored while the child catches

up in the remedial programme. Formal education within the
Street-Wise school continues to prevent loss of vital time in the
educational development of the child.

c) Life skills training is done largely by volunteers and include
religious instruction, sex education, drug and solvent abuse
counselling, health and hygiene education, art therapy, dramaRECONCILIATION FOSTER CARE therapy and many other short courses during the year.

d) Job skills training is done with all children, no matter how
young. This helps to instill work ethic and to develop concentra-

STREET-WISE EDUCATION PROJECT tion span. For older children, who may not return to formal

schools, this aspect of the programme is a preparation for formal
REMEDIAL FORMAL LIFE SKILLS JOB-SKILLS training and for eventual employment.I EDUCATION EDUCATION TRAINING TRAINING

GRADLI TE PR'I RAMME
FORMAL SCHOOLING FORMAL TRAINING

EMPLOYMENT & INDEPENDENCE
3. ASSESSMENT

Our first option always is to reconcile the child with his or her home. Unfortunately this
is rarely possible as we do not often have the means to remove the reasons why the
child left home in the first place. Alternatively we try to find suitable foster care for the
child in his or her family or original community. As a last resort we keep a child in our

2. SHELTER shelter and enrol him or her in our

This is really a misnomer, education programme. The assess-
ascide eev uhment aspect therefore comprises the.... ,5.GAUTPR RMEas children receive much mThis term is used for lack of a better one, and refers to the preparation of children

more than just a roof over following.
their heads. jShter sf a) A sociological study is done to to leave Street-Wise programmes for formal schooling or formal training. It also
are hild cewoers determine family background and includes the continued support of such ex street children until they are fully

ar chtdcareob s the reasons why the child ended independent of our help.
who create a substitute idpneto u ep

home environment for up on the street. We believe strongly that
the children. Afternoons b) A psychological study deter- children should not be
aremines the effect that street life kept isolated from their

are akenup b recea-and previous experiences have
tional activities until a ndpvisexrenshvenormal' peers. It is also
homework session starts. had on the child. This also deter- important to make space

tional ctivitis untila hadin the cheld Thiousealog dthenomlpes.Iisao
After supper informal mines the level of counselling the for new intakes of children

guidance and develop- c) An educatinal assessment is on the street.

ment work are done by done to compare the child's There are more than a

the child care workers. cognitive development an iel hundred success stories
The shelters stay open of education. This determi ne of ex-street children who
throughout the year. group in which the child will be have left Street-Wise in its

placed in our education pro- short history, and that

gramme and provides the number increases every
remedial teachers with vital year.
information.



STREET-WISE MANAGEMENT
Street-Wise activities and management are defined by a Constitution which was written by the first
Board of Street-Wise under the chairmanship of Father Bill MacCurtain, SJ. The constitution was up-
dated and expanded in February 1990 and again in May 1991. (See next two pages)

Street-Wise policy and general management are governed by a Board comprising a balance of
democratically elected employees, appointed employees and volunteers co-opted to specified port-
folios. The chairman is always a non-employee and is elected by the Board.

The Board appoints an Executive that is responsible for the day-to-day management of the organiza-
tion. The executive consists of the Director, The National Co-Ordinator and an elected non-employee
who is also a member of the Board.

Branches are managed by Co-Ordinators and decisionmaking is monitored by the Director.

THE BOARD OF STREET-WISE AS ON 1 JULY 1991
Honorary President:
Jill Swart. MA, HDLS, FRAL.

Chairman:
Neil Tooley. Dip Polymer Tech. Dip.Man.

Executive:
Burt Neethling. Hons BA, H.Dip.Ed, Cert.Fin.Man. (Director)
Lilian Isaacs. MA Social Science (National Co-Ordinator)
Barbara Watson. BA Social Science (Elected Volunteer)

Members:
Minah Motaung. Dip. Ed.
Mark van Niekerk. BA, H.Dip.Ed.
Knox Mogashoa. BQCC
Vusi Zwane
Lorraine Rakau
Melinda Swift
Sr Helena McKinney. BSc, Dip.Ed.
Sally Engelbrecht. Hons BA. HDE
Jack Sutton. Dip.Eng.
Brother Neil McGurk. Phd.

Advisors:
Prof. Linda Richter. Phd.
John Craner. CA. The youngest child in Street-Wise

with a Co-ordinator from the
Pretoria branch.

Tea break at the Johannesburg Education Project. In a tailoring class at Johannesburg Street-Wise.



STREET-WISE CONSTITUTION
1. NAME & LEGAL PERSONALITY

The association shall be called STREET-WISE and shall function as an autonomous, non-profit making association. It

shall be strictly non-racial, non-political and not affiliated to any one religious denomination.

2. OBJECTIVES

Street-Wise exists solely to help street children by providing the following:
2.1 Education to bridge the gap between street-life and a return to formal schooling.
2.2 Vocational Preparedness skills for those who are unable to return to formal schooling.
2.3 Child-Care in the form of shelter, food and clothing, and through the co-ordination of medical, welfare,

psychological and legal services provided by the community.

3. ACTIVITIES
Street-Wise shall engage in the following activities to meet the objectives set out above:
3.1 Run outreach programmes to get children off the streets and into the education projects and/or shelters.
3.2 Run education programmes to provide functional literacy and numeracy, consolidation of previous schooling and/or

skills to prepare pupils for meaningful employment.
3.3 Co-ordinate support programmes for ex-street children in formal schools or in employment.
3.4 Provide accommodation for participants of these programmes.
3.5 Assist other organizations to extend similar services to street children.

4. AREA OF OPERATION

Street-Wise shall extend its services to any street-child found within the Republic of South Africa. It shall operate

branches in Johannesburg, Durban, Soweto and Pretoria, and elsewhere as the need arises.

5. MEMBERSHIP

The membership of Street-Wise comprises of the members of its Board and all paid employees appointed by the Board

or its executive. Members shall not be individually responsible for any liabilities incurred by Street-Wise.

6. THE BOARD

6.1 Composition
6.1.1 The founders of Street-Wise who are still associated with Street-Wise until such time as they cease to be

associated with Street-Wise.
6.1.2 The Director and National Co-Ordinators of Street.
6.1.3 The Project Co-Ordinator of each Street-Wise branch or, in the case of projects managed by co-ordinating

teams with more than four members, two co-ordinators approved by The Board.
6.1.4 One elected employee from each Street-Wise project, provided that such elected employee has been a

member of Street-Wise for at least two years.
6.1.5 A maximum of three co-opted paid employees of Street-Wise.
6.1.6 A maximum of five members co-opted from outside Street-Wise.

6.2 Powers and Duties.
The Board shall be the body which governs the association and shall have all the powers and duties associated with

that function which, without derogating from the generality thereof, shall include the following:
6.2.1 To consider and approve new members.
6.2.2 To terminate the association of individual members whom it considers to be unsuitable.

6.2.3 To regulate conditions of employment of all staff.
6.2.4 To consider and approve annual budgets for all Street-Wise projects.
6.2.5 To ensure an audit and to approve the financial report of the treasurer.
6.2.6 To appoint or approve, regulate the operation of or dissolve such committees as it may deem expedient.

6.2.7 To frame such policies and procedures and to do all such other acts as may be necessary for the proper
and efficient administration of the association.

6.2.8 To elect a chairperson from its membership.
6.2.9 To monitor the duties of the executive committee.
6.2.10 To promote Street-Wise in the broader community.
6.2.11 To appoint or co-opt a central treasurer for Street-Wise.
6.2.12 To institute, conduct, defend or abandon any legal proceedings on behalf of Street-Wise.

6.3 Term of Office
6.3.1 With the exception of members defined under 6.1.4, 5 and 6 above, membership of the Board shall be

perpetual until resignation or until termination of such membership through a decision of the Board.

6.3.2 Elected representatives from each project, as defined under 6.1.4 above, shall be members for one year

only, unless re-elected by the colleagues they represent. There shall be no restriction on the number of

times such members may be re-elected.
6.3.3 All co-opted members shall have a term of office of two years only, but may be co-opted again. There shall

be no restriction on the number of times such members may be co-opted.

6.3.4 The term of office of the chairperson shall be two years from election, but a chairperson may be re-elected.

There shall be no restriction on the number of times a chairperson may be re-elected.



6.4 Meetings
6.4.1 The Board shall meet at least once in every three months.
6.4.2 Special meetings may be called at the request of the Executive or at the request of three or more members

of the Board.
6.4.3 A quorum shall be 50% plus one person of the members of the Board.
6.4.4 In the event of election or voting, this shall be by show of hands of the members present or by secret ballot

if requested by two or more members present. Each member shall have one vote only and the Chair-
person shall have a casting vote.

6.4.5 No member may be represented by proxy.
6.4.6 Minutes shall be kept of all meetings and such minutes, when confirmed at the next Board meeting, and

signed by the chairperson, shall be prime facie evidence of the correctness of the matters recorded
therein.

6.4.7 An open day shall be held annually at each branch of Street-Wise.
6.4.8 Persons and organisations other than members of Street-Wise shall be invited to the open day.
6.4.9. The annual report and audited financial statements shall be presented at the open day.
6.4.10 Only members of the Board and those proposed by them may address the meeting at open day.

7. THE EXECUTIVE COMMITTEE

7.1 Composition
7.1.1 The Director of Street-Wise as appointed by the Board.
7.1.2 The National Co-Ordinators as appointed by the Board.
7.1.3 Any one other member of the Board who is not an employee, elected annually by the Board.

7.2 Duties
The Executive Committee shall be responsible for the daily management of all Street-Wise resources and for all
decisions pertaining to the effective operation of Street-Wise activities. These duties shall include the following:

7.2.1 To administer funds and monies in such a way as may be necessary to further the agreed objectives of
Street-Wise.

7.2.2 To deal by way of pledge, sale, purchase, exchange, hire, lease, mortgage or in any way with any property
whether movable or immovable, and any right or interest therein so as to further agreed objectives of
Street-Wise.

7.2.3 To construct, purchase, maintain and alter any building necessary or convenient to Street-Wise.
7.2.4 To insure against any damage and risks of any kind which may affect Street-Wise.
7.2.5 To conclude contracts and sign documents in the name of Street-Wise.
7.2.5 To ensure the effective management and the maintenance of standards of individual projects.
7.2.7 To employ and dismiss staff, in accordance with the conditions set out in the staff contract, as may be

necessary to further the agreed objectives of Street-Wise. This shall be done in consultation with the rele-
vant project co-ordinator.

7.2.8 to open and operate banking and savings accounts in the name of Street-Wise.
7.2.9 To raise, collect and receive funds.

8. FINANCE

8.1 The financial year shall be from 1 April each year to 31 March of the year following.
8.2 All monies received by Street-Wise shall be paid into a central bank account and all disbursements shall be made

by cheque signed by two members of the Executive.
8.3 The Board and each project shall keep true and full accounts and such accounts shall be balanced and audited by

the end of each financial year.
8.4 The treasurer of the Board and of each project shall submit quarterly financial statements to the Board.
8.5 Copies of the annual balance sheet and revenue and expenditure account of Street-Wise shall, after audit and

adoption by the Board, be sent to each member of Street-Wise.

9. AMENDMENT OF THE CONSTITUTION

9.1 This constitution may be amended with the approval of no less than 75% of the full membership of the Board at a
meeting called for this purpose.

9.2 The Chairperson shall give all members of the Board notice of such meeting and such notice shall include the text
of the proposed alteration.

10. DISSOLUTION OR MERGER

Street-Wise may be dissolved or merged with an organisation with similar objectives if 80% of the full membership of the
Board at a meeting of members convened for the purpose of considering the matter are in favour thereof. Not less than
fourteen days' notice shall be given of such a meeting and the notice convening such meeting shall clearly state that the
dissolution or merger of Street-Wise and the disposal of its assets is to be considered. If there are not 80% of members
present at such a meeting, the meeting shall stand adjourned for at least one week while the meeting is re-convened. At
such re-convened meeting the quorum shall be 50% of the full membership of the Board and a decision shall be taken
bya majority vote.
If upon the dissolution of Street-Wise any assets whatsoever remain after the satisfaction of all its debts and liabilities,
such assets shall not be paid to or distributed among its members, but shall be given to any other organisation(s),
preferably with similar objectives and which is/are authorised in terms of the Fundraising Act 107 of 1978 to collect con-
tributions, as may be decided at the general meeting at which it is decided to dissolve Street-Wise or, in default of such
decision, as may be decided by the Director of Fundraising.



STREET-WISE SOUTH AFRICA
NEW EDUCATION PLAN - PROPOSED DESIGN

At the end of 1991 in our National Planing Seminar, Street-Wise
resolved to make its education system more relevant to the children
in its care. The main objective for the new education system is
therefore to equip each individual child to become independent and
self sufficient.

Once a child has been assessed and admitted to the Street-Wise
programme, a two stage development towards independence is planned.
In stage 1 the accent is on education, in stage 2 it is on self
sufficiency.

Staae 1
Education for Self Sufficiency

Areas of Education:

Literacy - Numeracy - Economics - Practical
Skills - Social, Moral & Material Values

Methodoloav:

A. Production based education system

What is Produced?

Children are involved in activities which have an end product. This
'output' will be in many forms for example manufactured goods such as
designer t-shirts or welded security gates. It will be food produced
on a Street-Wise agricultural project, a performance devised and
produced by the children or a written work exhibited or published

How Will Products be Used?

These products will be used in two ways. Firstly as marketable
commodities producing a cash income. Leather work could be sold to
the public for instance, or a street performance may bring in a
revenue. Secondly the products will be used as internal resources.
Street-Wise can provide much of its own food and furniture in this
way.

How Does This Provide an Education?

While engaged in these creative activities, all the previously listed
areas of education can be introduced to the children. The
possibilities are endless but for instance, theatre work can be used
to debate moral and social values and the sale of agricultural
produce teaches a practical approach to economics. For a small
percentage of academically excellent boys, high school places will be
found, and their afternoon activities will then link in to the Self
Sufficiency programme

B. Constructive Recreation

In addition to this production based system there will be a programme
of constructive recreation including sporting activities, reading and
writing for fun, and attendance of arts and entertainment functions.



Stage 2

Independence Programme

This will be a 12 to 18 month programme partially supported by

Street-Wise, but to a large extent self funding. Boys aged 16, 17 &

18 will be engaged in production based activities similar to those

carried out in the education programme, but with the accent on

independently motivated and executed activities.

An extension of this programme will be a job creation/placement

scheme. This will be funded by the independence programme and will

work in two principle ways:-

A. by sponsoring small businesses initiated by groups or individuals

participating in the Street-Wise Programme.

B. by arranging placement of participants in local business as

employees.

Aims of the Street-Wise Education Plan

By implementing this plan we believe that Street-Wise children will

come out of our organization as independent adults. They will be able

to support themselves financially by competing in the job market or

by initiating their own small businesses. Their practical 
skills will

be appropriate to the environment in which they will be expecting to

live.

As the diagram below indicates, the input from our Donors will be

better utilised when this plan is in operation. Donors funds will

generate an income which can be re-invested in the Street-WisE

programmes. While helping our children to become self sufficient, -

Street-Wise will become less dependant on external resources.

STREET-WISE
Movement of Resources

DONNCRA SRESOUCE INDEPENDANCE PROGRKAMMET
60ODS AND SERVICES]

OUTREACH

EDUCATION FOR
SELF SUFFICIENCY

DONRSSTREET-WISE HEAD OFFICE]_ MARKET PLACE



DEAR DONOR...
We hope that the contents of this brochure inspires you to extend your caring support to Street-Wise. For us
there is nothing as rewarding as seeing these battered, abused and neglected children regaining their lost
childhood. The self respect that they develop and the dignity that comes from being loved and stimulated to
learn, are the results of a partnership between Street-Wise and our circle of supporters.

You can become a partner in the future of these children by investing any of the following:

1. Money needed to fund the feeding, clothing,
accommodation, education and training of
the almost five hundred children in our care.

2. Goods such as unwanted furniture, clothes,
stationery and toys, or food to help us supply
the 1 500 meals we prepare every day.

3. Time to help with excursions, our homework
programmes, cooking, teaching or skills
training.

PLEASE HELP US TO GIVE
THESE CHILDREN A CHILDHOOD ON

Like the boy on the inside of the front cover, these children were found WHICH TO BUILD AN ADU LTHOOD
sleeping in a vacant lot in Hillbrow, Johannesburg. They ranged from WITH INTEGRITY
age 8 to 14.

Contact addresses and numbers:

THE DIRECTOR Branches:
STREET-WISE JOHANNESBURG: 011 614 7883P.O. BOX 1312 SOWETO: 011 982 5810PARKLANDS PRETORIA: 012 44 67492121 JOHANNESBURG DURBAN: 031 701 3455TEL 011 614 6321

STREET-WISE FUND-RAISES UNDER THE AUSPICES OF THE CHILDREN'S
FOUNDATION. FUND-RAISING NUMBER: 01-100173-000-7.

FUND-RAISING ACCOUNT:
THE STREET-WISE CHILDREN'S FOUNDATION TRUST ACCOUNT

STANDARD BANK SMALL STREET BRANCH
ACCOUNT NUMBER 001 364 510

STREET-WISE IS A MEMBER OF THE SOUTHERN AFRICAN ASSOCIATION OF
INDEPENDENT SCHOOLS AND OF THE NATIONAL ASSOCIATION OF CHILDCARE WORKERS.

STREET-WISE IS NOT AFFILIATED TO ANY ONE RELIGIOUS DENOMINATION OR TO ANY POLITICAL ORGANIZATION.

This boy was 3 years
old when we found
him on the streets of
Johannesburg. He is
now being cared for
by the house parents
of our Mamelodi
Home.

This brochure was compiled by Street-Wise Head Office. Thanks to Jill Swart for extracts from articles she had written. Thanks to Rory
Robertshaw who was responsible for most of the photographs. Thanks to our donor, who does not want to be named, for covering the cost
of production.
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A L L - I N - 1 N O T E

DATE: 23-Jan-1992 11:03am

TO: Gisu Mohadjer ( GISU MORADJER )
TO: Patricia O'Hara ( PATRICIA OHARA )

FROM: Stephen Denning, AF6DR ( STEPHEN DENNING )

EXT.: 34035

SUBJECT: Mr. Preston's visit to Southern Africa

I assume you know, but just to make sure: Mr. Jaycox is not

planning to join Mr. Preston's visit to Southern Africa, owing to

other pressing business in the Region.

There will of course be many other staff on hand for the

visit, including myself (throughout), and the resident

representative, and the country officer for each country.

I assume that these arrangements are satisfactory to Mr.

Preston, but if there is any need to reconsider, please let me

know soonest.

Many thanks.

CC: Nolita Pontanilla ( NOLITA PONTANILIA )
CC: Praful Patel ( PRAFUL PATEL )



OFFICE MEMORANDUM

Date: January 22, 1992 Confidential

To: Mr. Lewis T. Preston o/r DECLASSIFIED
To: Mr. Attila Karaosmanoglu DEC 2 6 2013

From: Edward V. K. Jaycox WBGARCHIVES

Subject: South Africa

I. This memorandum briefs you on the status of our work on South Africa and asks

for approval of some specific decisions.

2. Launch of project preparation activities: Since the meetings of Nelson Mandela

with Mr. Preston and myself in early December, the discussion of the Regional Business Plan, and

the very positive outcome of the constitutional discussions in South Africa on December 20-21,

we are pressing ahead with work on South Africa, so as to be ready with a quick response once

an interim government is in place, probably some time between June 1992 and December 1992.

The basic framework for this work is laid out in our note of December 13, 1991 which we shared

with you prior to the Business Plan discussion (Attachment A). Project identification/preparation
missions in the urban, household energy and education sectors have been launched this month to

get this effort under way.

3. Incremental resource implications: This work is being undertaken on the

assumption that additional resources will be added to the South Africa work program in FY92 and

FY93, and obviously we will have to change course if this turns out not to be the case.

4. Need for a resident mission: The scale of operations in South Africa are rapidly

reaching a point where a resident mission will be essential for the effective management of our

work. South Africa constitutes a particularly difficult political environment in which to work, and

there is an urgent need to establish a day-to-day dialogue with the numerous groups that will

eventually make up the new government or form the institutional fabric of a post-apartheid South

Africa, as well to have mechanisms in place to dispel the inevitable misunderstandings that arise

when the Bank is starting up in a country from scratch. Nearly all the main donors have been

represented in South Africa for some years through embassies, legations or liaison offices (two

exceptions are the African Development Bank and UNDP). A donor group is already functioning

effectively in Pretoria, and donor representatives are fully engaged in the economic and social

debate. Although we have made every effort in the past two years to build up connections in a

country from which we have been operationally absent for 25 years, we are handicapped by the

distance and the long lines of communication. We believe that a resident mission should be

established in South Africa as soon as an interim government in place. The likely timing of such a

mission would be the start of the interim government, i.e. between June 1992 and December

1992, and would of course require the normal consultations and approvals. We would like to

have your approval in principle for the eventual establishment of the resident mission, so that we

can make appropriate preparatory arrangements.
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5. Need for building up country operations division staff: The rapid expansion of

work on South Africa, with the multiple parties involved around the world, with many

international meetings, and with the establishment of a full country team on South Africa, has

overwhelmed the single country officer currently devoted to South Africa. We are planning to
add a senior country officer and an assistant level staff to the South Africa country team.

6. Preparations for setting up the resident mission: With the establishment of the

resident mission only months away, we are planning to use the build-up of the COD staff on

South Africa to lay the groundwork for the resident mission staffing in South Africa. Specifically,

we plan to recruit as the senior country officer the person who would become in due course the

resident representative in South Africa. In this way, we would ensure a seamless transition once

the resident mission is established, This plan was developed with the support of the personnel

staff (Messrs Dyck and Lydic) who believe it is responsive to the special needs of the South Africa

situation .

7. Identification of resident representative designate: We obtained the assistance of

Mr. Dyck and the personnel staff to identify suitable candidates Bank-wide for the eventual

position of the Resident Representative in South Africa, who could be appointed to the country

officer position, pending the formal establishment of the resident mission. Essentially, a process

similar to that adopted for the Resident Representative position in Moscow was followed. Full

information on the process followed and the candidates reviewed is contained in Attachment B,
which concludes that the strongest candidate by far is Mr. Isaac Sam. Mr. Sam is the Region's

top rated division chief in his sector for the last four years, and has already established a strong

rapport with all groups in South Africa. He has demonstrated his ability to handle the most

complex assignments with the successful completion of the $2 billion Lesotho Highlands Water

project. He is available and strongly interested in taking the position. I now seek your approval

to move Mr. Sam to the COD Division as senior country officer, with the understanding that he
is lead candidate for the Resident Representative position in South Africa, once that is set up.

cc. Mr. Bilsel Alisbah, Mr. Dyck, Mr. Lydic



Attachment A

PROPOSED EXPANSION OF SOUTH AFRICA WORK PROGRAM

The Africa Region proposes rapid expansion of the South Africa work
program to reflect promising new political developments in the country. We envisage an
IBRD lending program beginning early in FY93 and reaching a level of about USD 1 billion a
year in three years subject to the country maintaining its present creditworthiness. For
business plan purposes, we are proposing a core program of 14 staffyears per annum for three
years. However, the program described below assumes that good progress will be maintained
towards the formation of an interim government in South Africa during CY92, triggering
higher resource levels.

Present Bank Program: Recent Country Developments

Since the start of the reform process in South Africa in February 1990, the
Bank has carried out basic country economic and sector work to become familiar with the
main socio-economic issues, especially in the urban and education sectors, while developing a
dialogue with the main players in and outside government. We have achieved most of these
objectives, although the pace of our engagement has been constrained by the concern of the
main black opposition groups and the Bank's larger constituency that we should not be seen to
bail out the government while it functions essentially within an apartheid system.

Our work during 1991 was carried out against a background of increasing
factional violence and political recrimination that pushed economic issues to the sideline. In
November, however, there was a marked improvement in relations between the Government
and the ANC and related organizations, which agreed to hold multi-party talks on December
20 and 21 to accelerate agreement on constitutional reform. The creation of an interim
government embracing the main parties is high on the agenda for these talks, and the
opposition groups are hopeful that such a government can be in place by about the middle of
next year. As a result, the ANC has given a clear signal to the fnancial and investment
community including the Bank, to 2ear-up now for lending to an interim government as soon
as this is in place. Mr. Mandela conveyed this message to Mr. Preston and Mr. Jaycox at
meetings in the United States recently, while another black opposition party, the PAC, holds
similar views. The present Government has long favored Bank lending.

Although agreement on an interim government is not assured, with a number
of difficult constitutional and psychological barriers to be overcome, the current disintegration
of the economy and the social fabric is impelling the parties to reach accommodation. South
Africa is in a deep recession, with the gold mining industry in crisis and recent layoffs in the
manufacturing sector worsening unemployment. Chronic neglect of basic urban services and
the politicization of the education system have produced intolerable human conditions in the
swelling black urban townships, where the murder rate is now estimated to be five times that
of the United States.

Underlying Structural Problemst

South Africa is a relatively rich country, and its USD 100 billion economy is
the largest in Sub-Saharan Africa. Its economy dwarfs the rest of Southern Africa (some
USD 30 billion combined GDP), with which it has crucial links. The failure of the economy
to fulfil its potential cannot be attributed soley to the imposition of economic and financial
sanctions in the mid-80s, and the chronically-depressed price of gold. The economy faces
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major struc-turalpro-blems. Symptoms include declining per capita incomes (averaging 1
percent per annuhm for the last 10 years), unemployment above 40 percent, declining
investment, and disturbingly large population movements.

One set of structural problems relates to the social and economic inequalities
caused by apartheid. While the legal framework of the system is being dismantled, the
redressal of inequalities (in education, health, housing) will take a massive long-term effort,
compounded by the locational problems created over the past 30 years by the forced removal
of blacks to unviable homelands and townships. One sympton of such skewness is the fact
that the mass of South Africans are ill-prepared for managing the reconstruction and
contributing intellectually to a new South Africa.

A second set of structural problems concerns the inward-looking orientation of
the manufacturing industry (23 percent of GDP) and the highly-concentrated ownership of
industry in general. Industry operates behind high tariff barriers, and import-substitution has
been carried to the limit. A recent report by the South African Industrial Development
Corporaltion (IDC) has recommended measures for improving competitiveness of
manufacturing, while recent trade union agreements link wages increases to productivity.

South Africa also has a "second world" economy (between the first and the
third), with large state-run organizations monopolizing -- for example -- transport, all forms

of energy production, and iron, steel and other metals. Plans to privatize much of the state
sector have been halted during the political transition. Similarly, the agriculture sector is top-
heavy with an array of marketing boards set up to serve only white farmers.

Bank LendijngStra egy for South Africa

We propose making a significant investment in Bank budget resources in
advance of the creation of an interim government so that we can respond promptly to the
economic and social problems that such a government will immediately have to deal with if
anarchy is to be averted. The present sectoral priorities of our current program will not
change significantly, although the scale will.

Our lending will be divided into two phases -- one for quick-impact assistance
to ease the worst poverty, the other supporting structural reform.

The ir stphm will meet URGENT SOCIAL NEEDS through a series of
three BASIC SERVICES PROJECTS. This approach assumes that certain essential services
can be provided that do not depend on the resolution of complex administrative and policy
issues. The main target population will be the inhabitants of the squatter cities and the most
deprived public housing developments, although the rural population may be included. We
are aiming to take the following projects to the Board during FY93 or FY94:

lasic Services Project 1 (Urban). This will include water supply and
sewerage (the lack of which has reached appalling proportions), slum
upgrading, garbage removal (waste dumps have become a major health
hazard), townships roads, and possibly urban transport. Timing: Board
approval in December 1992, although a September 1992 target will be
attainable if the impressive collaboration among the various sides continues
under the umbrella of the Greater Witwatersrand working group. The needs
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are so great, and the administrative infrastructure sufficiently engaged, for an
IBRD loan of up to USD 300 million to be prepared.

Basic Services Project II (Household Energy). The project, executed by the
power utility ESKOM, will improve distribution of South Africa's present
surplus of electric power to reach low-income areas in urban and some rural
areas; it will also improve distribution of other forms of household energy.
ESKOM has since its inception concentrated on serving white interests, and
has asked the Bank to help it refocus its activities. This is seen by the black
opposition as being politically important. Project timing: Board approval in
FY93 or FY94. Size of loan: In the range of USD 75 million to USD 150
million.

Basic Services Project III (Education). There is enough agreement in South
Africa on at least the basic goals of education for a project to accelerate the
basic provision of educational services and perhaps serve as a pilot for a
process of rehabilitation. Timing: Board approval FY93 or FY94. Size of
loan: In the range of USD 100 to USD 200 million.

Most of these project activities are likely to give direct support to community
empowverment, with township and rural inhabitants learning to work again with local
government administrative structures (this time of their own creation) after almost two
decades of working against them. Bank staff are already collaborating closely with
community groups like the civic organizations, which have effectively taken over local
government in the townships. The involvement of such groups will be built into project
design.

Linked to the Basic Services Projects will be an operation (also for FY93 or
FY94) to promote small-scale industry, given that black entrepreneurship has been
suppressed or forced into an underground informal sector by decades of petty-restrictive
legislation. It will be important for blacks to share in the fruits of an expanded development
effort, especially in the construction industry.

The four projects proposed could involve total lending in the range of USD
500 million to USD 700 million. We expect a leaa! two to be approved in FY93.

The cnjph ase of lending (with board dates in FY94) will be more closely
linked to CESW (see below), and will support longer-term SECTORAL REFORM
PROGRAMS. The min players in South Africa are likely to agree on the principles of
economic restructuring as part of the constitutional process, and we must anticipate that the
Bank will be asked to support the subsequent adjustments (Mr. Mandela told Mr. Preston
that, as well as financial resources, he would like the Bank to "help sort out our many
economic problems"). If adjustment is inadequate, or of the wrong kind, we would envisage
a lower-level of investment lending (we may need such a scenario in the eventual strategy
paper).

Assuming we will have a role in the adjustment process, three projects are
proposed, involving large amounts of funding from various sources, and focussing on:
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Urban Sector Restructuring

Social Sector Restructuring

Export Promotion and Restructuring

The policy measures and adjustments to be sought through these projects are
outlined under SECTOR WORK below.

Also in FY94, we propose the first of a series of projects for small farmers,
especially in the homelands. The agricultural support system in South Africa has traditionally
been geared to subsidizing white farmers; only in recent years have there been efforts (mainly
by the Transvaal-based Development Bank of Southern Africa, or DBSA) to assist small black
farmers with production and marketing. We would build on these promising beginnings.

In our lending in general, we will explore how the existing development
infrastructure (e.g. DBSA and the larger independent development and housing trusts) can be
utilized for channelling IBRD loans. Although some of these institutions have been
discredited in opposition eyes because of their association with the present Government or
with the homelands, it may be possible to promote the creation of a broadly-acceptable
steering group that would set priorities and principles for the use of IBRD money channelled,
say, through the proposed consortium of such trusts. As an interim government begins to
operate effectively and take a developmental lead, the political correctness of the various
institutions will cease to become an issue.

South Africa's Creditworthiness for Bank Lending

South Africa (including the four so-called independent states) has a population
of just under 40 million, and a per capita income of about USD 2,500, thus making the
country eligible for IBRD loans. South Africa is a paid-up member of the Bank and IFC, and
a contributor to IDA. It has repaid all Bank loans made in an earlier era (our last project was
approved in 1966).

South Africa's creditworthiness can be favorably compared with that of
existing major IBRD borrowers in a similar income per capita range. Total foreign debt
stood at about 19 percent of GDP at end-1990, compared with 60, 24 and 51 percent for
Argentina, Brazil and Mexico respectively. While debt service information is closely guarded
in South Africa, the debt service ratio is unlikely to stand at more than 10 percent.

Egonomicand ctor Work

The phasing of economic and sector work will roughly follow the approach of
the lending program; i.e. a first phase will address the immediate needs of an interim
government, while a second phase will seek greater depth and analytical content and will
supporting the sector ajdustment operations.

Phase One will involve close collaboration between the Bank and the new
interim government on a PER specially designed to help the government assess its financial
needs and funding expectations and plan a crash public expenditure strategy. The basis for
such a study will be in place at the start of the political transition in the form of (a) basic
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public expenditure data already gathered by the Bank, (b) follow-up analytical work to be
undertaken early-in CY92; and (c) a recently-completed study on the fiscal deficit. New work
would concentrate on the financial and expenditure options available to the new government.
The Bank will also develop a detailed macro model for use in subsequent analyses.

Phase Two of the CESW work program will concentrate on developing a
structured, long-term series of studies, including a CEM (FY94). The CEM and our
economic work generally will aim to develop a consistent policy framework compatible with
both high economic growth and emjploy enLcreation; the distributional consequences of
policy measures will be given prominence. In reviewing the regulatory and incentives
environment in the industrial sector, we will examine the effects of corporate taxation and
related incentives, the structure of protection, and the pattern of industrial concentration. This
review will be essential, with an early start planned, as the industrial sector will constitute a
key element in any rational development strategy.

Looking further ahead, it will be necessary to examine regional issues within
South Africa, as these emerge from the political arena, given the extreme differences in inter-
regional per capita income levels and the strains imposed by ongoing demographic
movements. A study of regional development potential will be started in FY94.

We have already begun to address many of the main sectoral issues in our
ongoing work program. In the urban sector we have examined a wide range of issues
concerning the structures of local government, the regulatory framework, the potential for the
administrative merging of white and black areas, and the ability of municipal and regional
authorities to finance rapid urban reconstruction. The role of the public utilities, and the need
for them to serve black communties, is also being examined. This work will be intensified
within the framework of the proposed sectoral adjustment lending.

In the educ~gtionLctr, we have begun an effective dialogue with both the
opposition groups as well as government agencies on the formulation of a new education
policy based on a unified system. Our expanded CESW will assess the funding needs and the

potential for cost-recovery, and deal for instance with potentially divisive curricular issues,
such as the degree of vocationalization.

In the ind al sector, our work program is closely linked to the industry-
related to the CEM-linked issues described above; in addition, we propose to extend our
collaboration with black business groups to determine the potential of SSI development and of
the large informal sector. In ggrJiultur_, we are in the process of identifying the main issues.
Planned work will concentrate on small-farmer productivity and support, reform of the
marketing system (now biased heavily towards the large farmers), and land reform (although
we must move cautiously with the latter, given the high political sensitivity of the issues).

Capacity Buildin2

Even in a post-apartheid South Africa, government will depend heavily during
the early years on whites, as the only surviving black bureaucracies are in the homelands,
where standards and exposure to training are dismally low. In recent years, donor
governments have trained significant numbers of black South Africans in universities
overseas, adding to the ranks of returning political exiles with tertiary education. Much of
this potential talent needs to be reintegrated into the unique South African scene (some
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graduates have been away from home for so long they have lost touch with the vigorous
township culture). The training focus is now shifting on developing the capacity of local
institutions; for example, the Bank is associated with a multi-donor effort to improve
economics training.

A major role in South Africa is proposed for EDI, which plans to visit the
country in January 1992 to identify South African institutions that can help prepare courses in
basic economic and project management. We also propose to arrange internships in the
Africa Region for trainee South African development practitioners. All Bank projects in
South Africa will include significant training components.

Country Work: Aid Coordination

An important element of country work is likely to be donor coordination. The
Bank will be prominent in a donor consultative group proposed by the Commonwealth for
coordinating educational assistance. The proposed expanded Bank program assumes that a
new interim government will ask us during FY93 to help lay the foundations of an overall
consultative group for South Africa.

A series of workshops are planned during the remainder of FY92 in which the
ANC and other opposition groups are exposed to the Bank's global experience in the different
sectors, as well as learning more about the Bank itself -- how it works and what it thinks.

Resident Mission

We propose to open a resident mission in South Africa as soon as an interim
government is formed. The cost will be higher than average because of the need to open two
offices (senior government officials move from Pretoria to Cape Town for half the year when
Parliament is in session).

Staffing Implications of Above Program

The attached tables give details of the proposed staffing allocations. These
assume the creation of new slots for the South Africa program. They also show the expected
use of consultancy trustfu4nds. The use of such funds for South Africa is at present very
limited for political reasons; only the British government has been able to help fund some
consultant field work. We are compensating to some degree by using resources from
independent foundations. We expect these restraints to evaporate as soon as an acceptable
interim government is formed. Overall there will be limits to the use of consultants, however
they are funded, because of the need for the Bank to function with extraordinary diplomatic as
well as technical skill in such a sensitive and volatile situation.

For the FY92 program, AF6 has already identified a staffing plan, involving
use of current task managers, supported by redeployed staff in the sector operations divisions
as well as from the TD and PRE (several of whom are already involved in our CESW
program).

AF6CO December 13 1991
a.m./rsa/sa-plan.mem
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Mr L.T. Preston 1992-04- 2 9
President
The World Bank
1818 H Street, N.W.
WASHINGTON, D.C. 20433
UNITED STATES OF AMERICA

Dear Mr Preston

I write to acknowledge your kind letter of March 5, 1992.

It would naturally please my government to see the World Bank becoming involved

both technically and financially, in South Africa as soon as possible. Although the

process of negotiating a new constitutional dispensation is well under way, the

instability and violence the process of democratisation has unleashed, the high rate

of population growth, the burgeoning demands for state services, the accelerating
urbanisation process and widespread poverty all pose grave problems. Financial and

technical assistance from the Bank and other development institutions would
naturally be of great assistance in this regard.

I am therefore most encouraged by your decision to raise your budget allocation to

the Southern Africa division substantially. This will go far towards enabling not only
officials of the Bank but also new participants in our process of democratisation, to
gain a deeper understanding of the developmental problems facing this country.

My government would welcome a second but longer visit to South Africa by you and

your chief advisors. I am surehatfurther high level discussions between aff

interested parties would bear much fruit and contribute significantly to the
development of our country and this region of Africa.

Kindest regards
Yours sincerely

B.J. DU PLESSIS, MP
MINISTER OF FINANCE



LEWIS T. PRESTON
1818 H Street, N.W.

Washington, D.C. 20433

March 5, 1992

Mr. Stephen Denning

Steve,

Thank you for organizing an excellent
visit to Southern Africa. Mrs. Preston and I
thoroughly enjoyed it, and learned a great
deal. It was a pleasure to have you
accompany us.
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DATE: 10-Mar-1992 09:34am

TO: Gisu Mohadjer ( GISU MOHADJER )

FROM: Alun W. Morris, AF6CO ( ALUN W. MORRIS )

EXT.: 34417

SUBJECT: Mr. Preston's South Africa letters

Gisu:

Thanks for the South Africa letters, which we are sending both
by fax and airmail. We can't find any trace of the letter from

the Hon. D. L. Keys. Do you have it somewhere? (typing note:
there is no Mr. after the Hon. in South African usage).

What are the chances of having the Mandela letter resigned? He's

shown as Dr. in the address and . in the salutation (my draft
showed Dr. in each case). Maybe a new version could be done
painlessly and without delay ... if not, we can go with the

present version.

Alun
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DATE: 05-Mar-1992 02:llpm

TO: Gisu Mohadjer ( GISU MOHADJER )

FROM: Alun W. Morris, AF6CO ( ALUN W. MORRIS )

EXT.: 34417

SUBJECT: South Africa addresses

Gisu:

As Parliament in Cape Town will be in recess soon, we're advised
to send the Government letters to Pretoria, as follows:

du Plessis
Ministry of Finance
240 Vermeulen Street /
Pretoria 0001

keys
Ministry of Trade and Industry
PB X274
Pretoria 0001

stals
Reserve Bank of South Africa ,
PO Box 427
Pretoria 0001

And for mdlalose:

National Headquarters, Inkatha Freedom Party
Ulundi
KwaZulu
South Africa 3838

I'd be happy to send the letters on by fax with a cover note that

the real product is in the mail.

Alun



THE WORLD BANK
Washington, D.C. 20433

U.S.A.

LEWIS T. PRESTON
President

March 5, 1992

Dr. Nelson Mandela
President
African National Congress
51 Plein Street
Johannesburg
SOUTH AFRICA

Dear Dr. Mandela:

It was my great pleasure to spend such an interesting and
relaxed evening with you and your colleagues. Mrs. Preston joins
me in thanking you for your warm hospitality. I appreciate the
special efforts you made to see me.

My discussions with you confirmed my belief that the World
Bank can make a real contribution to the economic reconstruction
of South Africa. I am encouraged, after talking to you and other
leading South Africans, to ask my colleagues to accelerate the
work we are doing to increase our understanding of the economic
and social needs of your country. I am also encouraged to press
ahead with plans to prepare the Bank for a lending role, so that
critical time will not be lost once there is a consensus on an
expanded Bank role both within South Africa and among the Bank's
shareholders. It will be essential for my colleagues to
collaborate closely with the ANC's economic team and the broader
democratic group with which the ANC is associated.

I hope we will meet again before long. Meanwhile, I wish
you all speed and strength in realizing your vision of a
democratic South Africa.

Sincerely,



THE WORLD BANK
Washington, D.C. 20433

U.S.A.

LEWIS T. PRESTON
President

March 5, 1992

The Honorable Mr. D. L. Keys
Minister of Trade and Industry

and Economic Coordination
PB X274
Pretoria 0001
SOUTH AFRICA

Dear Mr. Minister:

It was most considerate of you to fly to Johannesburg to
tell me about your ideas on managing the economy. Although it
was a short meeting, I could not have hoped for a more lucid and
focussed overview of the Government's present economic strategy
and the challenges ahead. I look forward to learning about the
outcome of the policy review that you and your colleagues plan in
April.

I am concerned that the economic debate does not fall too
far behind political developments, and I share your hope that
present efforts to bring the main players together to help create
a common reference point for the economy are fruitful. The World
Bank and its affiliate, the International Finance Corporation,
are on call to help contribute to a more focussed economic debate
and, where possible, help on the key adjustment issues.
Resumption of lending by the Bank, however, must await consensus
on an expanded Bank role both within the country and among the
Bank's shareholders.

I look forward to seeing you again.

Sincerely,

T.I



THE WORLD BANK
Washington, D.C. 20433

U.S.A.

LEWIS T. PRESTON
President

March 5, 1992

Mrs. Gertrude Shope
President
Mrs. Albertina Sisulu
Deputy President
Mrs. Sheila Sisulu
ANC Women's League
c/o African National Congress
51 Plein Street
Johannesburg
SOUTH AFRICA

Dear Ladies:

I am most grateful for the trouble you and your colleagues
took to meet me in Johannesburg. Mrs. Preston and I were deeply
moved by your descriptions of the daily struggle of women in the

townships and rural areas to maintain the family and deal with
the alienation of a whole generation of young South Africans. As

we did not have time during such a brief visit to see the

townships, our meeting with you was particularly valuable in

providing a balanced perspective.

When the time is right for the World Bank to provide
financial assistance to South Africa, it will be important for

our economists and sectoral specialists not to lose sight of the

problems of the women and alienated youth. I trust that the

meetings my colleagues and I have had with you and other women's

leaders in recent weeks will form the basis for a long lasting
dialogue between women's groups and the World Bank.

Mrs. Preston and I wish you every success in your efforts to

build up the organizational framework for espousing women's
rights and for providing practical help to uneducated young
people.

Sincerely,



THE WORLD BANK
Washington, D.C. 20433

U.S.A.

LEWIS T. PRESTON
President

March 5, 1992

The Honorable Mr. Barend du Plessis
Minister of Finance
Ministry of Finance
240 Vermeulen Street
Pretoria 0001
SOUTH AFRICA

Dear Mr. Minister:

I would like to thank you for so generously giving up your
time to meet me in Johannesburg and for welcoming me by hosting
an excellent breakfast meeting. Your clear summing up of the
Government's position in CODESA, and on the management of the
economy, was invaluable to me during such a concentrated program.

I was heartened by the progress being made in the
constitutional discussions. It is clear that the World Bank
should waste no time in preparing to assist a post-apartheid
South Africa, although resumption of lending by the Bank must
await consensus on an expanded Bank role, both within the country
and among the Bank's shareholders. In the meantime, we need to
deepen out understanding of the country's economic and social
issues. My colleagues and I are grateful for the strong personal
support you have always given to our efforts to do this.

I share your hope that present efforts to bring the main
players together to help create a common reference point for the
economy are fruitful. The World Bank and its affiliate, the
International Finance Corporation, are on call to help contribute
to a more focussed economic debate and, where possible, help with
the key adjustment issues.

Sincerely,

22J) Lewis T. Preton



THE WORLD BANK
Washington, D.C. 20433

U.S.A.

LEWIS T. PRESTON
President

March 5, 1992

Dr. Christian L. Stals
Governor of The Reserve Bank

of South Africa
Post Office Box 427
Pretoria 0001
SOUTH AFRICA

Dear Chris,

It was as always a great pleasure to meet you. The lunch
you hosted for me was very enjoyable, and I valued my discussions
with you and the well-informed group of South Africans who joined
us.

I share you concern that the democratic process is being
jeopardized by escalating economic and social problems. My visit
confirmed my conviction that the World Bank should waste no time
in preparing to help a post-apartheid South Africa. It is clear
to me that the Bank cannot provide financial assistance until
there is a consensus on an expanded Bank role both within South
Africa and among the Bank's shareholders. Without this
consensus, our long-term credibility, and our potential for
acting as a catalyst and intermediary on economic and social
matters, would be impaired. The Bank will be pressing ahead in
the coming months in deepening the Bank's understanding of the
economy and the key sectors. You and your colleagues have
already been tremendously helpful in this regard, and I hope we
will continue to enjoy such collaboration.

Sincerely,

_.nwis T. Preston



THE WORLD BANK
Washington, D.C. 20433

U.S.A.

LEWIS T. PRESTON
President

March 5, 1992

Dr. Frank Mdlalose
National Chairman
National Headquarters
Inkatha Freedom Party
Ulundi
KwaZulu
SOUTH AFRICA 3838

Dear Dr. Mdlalose:

I much appreciated the trouble you took to journey from
Ulundi to meet me at Sandton. As my visit was unavoidably a
short one, it was impossible for me to travel far from the
Johannesburg area.

It was essential for me to see Inkatha, as the World Bank's
present effort to become familiar with the economic and social
issues in South Africa requires us to be exposed to a broad
spectrum of views. My colleagues had previously met with Inkatha
and members of the KwaZulu Government, and we intend to maintain
these contacts. The condition of agriculture in KwaZulu is of
particular interest to us.

It is clear that the World Bank should waste no time in
preparing to assist a post-apartheid South Africa, although
resumption of lending by the Bank must await consensus both
within the country and among the Bank's shareholders on an
expanded role.

I look forward to our continued collaboration.

Sincerely,

(S e)L-ewis T. Preston



THE WORLD BANK
Washington, D.C. 20433

U.S.A.

LEWIS T. PRESTON
President

March 5, 1992

Mr. Julian Ogilvie Thompson
Chairman
Anglo American Corporation

of South Africa and De Beers
P.O. Box 61631
Marshalltown
Johannesburg
SOUTH AFRICA

Dear Julian,

Thank you for meeting with me in Johannesburg and for giving
me the private sector perspective on changes in South Africa. I
share your hope that present efforts to bring the main players
together to help create a common reference point for the economy
are fruitful.

It is clear from my short visit and our discussions that the
World Bank should waste no time in preparing to assist a post-
apartheid South Africa, although resumption of lending by the
Bank must await consensus on an expanded Bank role both within
the country and among the Bank's shareholders.

I look forward to seeing you soon.

Sincerely,

(S7:gnzd) Lewis T. Preston
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