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Tho problcn vhich oxport hu- - for many prhary

: p:od\lcing devollbpi.ng ccnntriu lus been the lybject of lnch

rctatds mir procus ot dmlop-ont.' Iin, a nutchen, ox
o mtabilif; ‘can arise fron a combination of supgaly and/or dmnd v'
.lovgnents, bnt the prinary nature of production and cxports has
: b.en ident:ltied as the nost important (Lloyd and Proctcr 1983.
‘ Davies and Tironi, 1982)., ‘ )
!(ost of the developing countries have a ‘tendency to concentrato-
on few primary product exports as a source of foreiqn exchanqe‘
oarningq with which to obtain much needed imports, among other
'thinqs. Such an export concentration is generally believed to be

.- risky since it has the disadvantage of "having all one's

*ucturer. Departnent ot !conon:lcs, Un:l\nrsity ot zinbabuo.
'rhanks are due to K. Hlanbo tor h:l.s uu!u]. comntl.
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 eggs in one basket". -In oth-c;r.vo:rds, it reduces a country's chances
7 of having tluctﬁatio_hsl in. one direction in some ét its expotﬁs
boi.ng offset by '-counter-ﬂuc'tuation.o; stability in others. Note,
- hdiveve;, “that export. concentraﬁion is neither a nece#a:y"nor a
s&ffiéignt. 'condj.tion for export ] i.nstability. »rl-‘or‘ export
conccntration to }ead t.o export instability, -1t mse be presumad
that coum:rj.es have not concentrated their cxports on’ the least,
stable products.or that they have faslea to diversity t‘xeir e‘:por"
mix particulary into ‘those products :hat are’ mgatively corre;ated
- (Bird,1982). . ’ _
'mere are various pélicy opt ions vhich n.lght be undertaken by.
B ':'\policy nakers and planners in developinq eonntries to :uiugate the
: problem of export i'xstability. ot thace, i'lersifica‘:ion of ‘the
‘eomdity conposition ot exports - particula’ly into nanutac"u’es,
1- widely p\zrsqu. 'l‘he emphasis\ on nrufacturcd than prm-;-
Jexports is, based on the presumption that zarnings from the former .
are more ctable and predicta’ble than those fron thc latter expor"s,
and that the intércorrelation between earninqs from the twe types '
‘of axport products is likely to be less than between carnings ‘ron
pa:lrl of prinavy products (Love 1983; Massell, 1964) Hence, pohcy
makers in developing countries pursued and still con..inue'to pursue
at one time of another export diversification and/or expo;r‘ﬁ
"pronot:.ou afforts ‘aimed -at securing,.j.ncruse ‘and staSility ‘in
l.'oreiqn exchange. reccipts.
This study seeks to eéxamine the extent and nature of . oxport ’
instability of zilbabw'o,-and assess the significance of its ,varion ‘
ixpoﬂ: promotion measures for stabilizing and/or qo-m:atinq .



incfcaso& _export receipts. 'rhqte ’v nppears‘ to: be a growihé ‘
r&wnition h'ykp‘ql.icy makers in Zimbabwe to achieve a more rapid.
and »suutaimd growth in eprrtl, esp;ciany of manufactures. This
is reflected in the relatively rocent Press Statement by the Senior °
Minister of Finance, !ccnonlc Plnnning Development in which it was
“uilno\mced to introdnce new export incentives and enhance oxiceinq
onu (R B. z.,1990) Givcn this, it is inpcrativo to cminc the
extent to which such an eéxport promotion derive of Zimbabwe can
. succeed in ucting its objectives. ‘

The choice of Zimbabwe as a case study 13 also dictated by the - -

.tlct, as will be shown later, that compared with nny Atri.can
countries, zhbabwe hags a relatively divetsiﬁ.ed. export mix in
. vhrlch pri-ary product exports (other than fuels) and nnufaetured'
cxports each acconnt for about a third of. total exports. It is of
i.nt.r-st to cm.’mo tho implication ot guch an expon:
div‘qrsiticatioﬁ for ‘stability and growth in foreign “exchange - -
émings. on a priori grounds, diversification of the type .

mentioned per se does not necessarily guarantee a more stable and
increased foreign exchange earnings. For any. d1vers1!i.cation of
exports to yield thege. results the various co_mmodities exported
should be uncorrelated or -preterabiy. inversely. correlated
.(Bird 1982. Brainard and Cooper,1968). \ [

Before undexrtaking a detailed analysxs of Zimbabwe's export
instability and export pronot;:lor_: policies, it is useful to compare.
‘the export structure and overall export instaﬁility of Zimbabwe
vis-a-vis the rest of the developing countries. This is carrhd\out

in section II below followed by section IIIX which locks at the
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colpocition -of zllbabwe 8. cxportc and the inltabilitios ot\-ain
© export products. Section IV ptovides a comparative analysis of
variltions, co-varietions and\correlation pattorns between various
axport couloditiel while section V focuses upon the’ varioul .xport-
pronotion measures odopted in zinbabwe. The tinel section otferl'

a brief summary and concludinq remarks.

IX. THE PERPORMANCE OF EXPORTS ACROSS COUNTRIES

Table 1.1 provides sooe infornetion reqardihg‘tﬁe composition .
of nerchandize exports of a qroup of developing countries including’
zinbabwe, dividea into Low Incone and Internediate Inco-e countries
' following the Worlad Bank classxfication {ses, World" Bank,lsga). We'
. are principally concernod-here with eotabiliehing the tollovinq;
. Pirst, the extent to which oxportl.of ihe count:ies‘consideree;
cﬁch as those of zinbebwe,~are diversified into traditional prinmary
erports‘aod non-traditional exports‘including manufactures; and
‘second, tﬁe natore 'of association between diversificacion and
instability of exports. ; |

As the table provided reveals, for the low incone countries in
general, exports of primary prodncts (excluding tuel mineral and
Anetals) represented the overwhelminq proportion of total exports
An 1965. with tho exception of India, these exports accounted tor-
60% or more of thc total, the share ot India beinq 41%. Of the
seven low income countries considered, only India and Pakistan
_managed to.derive a cigniticant portion of their export receipts’
"g:t¥qlglipq:ectures, principally Textiles and_Cloﬁhing, in the same

\



" TABLE 1.3

CDMPOS!TION OF HERCHANDISI EXPORTS OF SELECTID CDUHTRIES, :
) ‘ (PERCENTAGE SHARE) '

PRIMARY PRODUCTS MANUFACTURES . ..

COUNTRY . FUELS, OTHER MACHINERY ANO | TEXTILES JOTHER + . TOYAL

: MINERALS AND TRANSPORT .| AND . . . MANUFACTURE

¥ METALS ° ( EQUIPMENT CLOTHING ' S
1965 | 198§ ,19e>s| 1986 | 1965 ] 1935 1965 198¢' 1965 1986 1305 . [ 198
Burkina rFaso 1 4] P41 B 1 5 o2 = F 2 8 ) 13
Yanya 12 14 . &1 70 0 z o - ¢l 1< < 1e
wndis | 10 18 41 23 1 10 Ts w8l o121 B8 432 52
Hadawi ¢ ¢ | 93 84 o] <5 40 - 1)1 1 1¢
Pakizetan . 2 i 7% BN 3 1 1 3 - e B 31 &) 14 e se
Serggsl . 51 = €r 2o i 7. I 1] 22 | ==
Fed-tansa ) 7 7' 32 o 2 DN 1] | ? ol e
: /- . . .
untriss : _ ‘ : _ -

arazil - -3 i? 85' R 2 T2 15 4 3 5f 22 i 80
Colombis 1€ 1z R 70 ¢ 1, 2 -3 s 14 74 1&
Cote de Ivore 2 € 1:1 £3 : ol 1 il 32 6 .:- 3)
Kores . 15 jA 2 6 31 zﬁi . 27 A 0 A XY o
Liberia { ST 3 o5l 36 1 0 s - 2] i, 2 R
Malayeia : zs. 26 5 ha3 bl 2 o - 4 10 © Se
SAurisive v o 10 s /.0 2 6 - oy 9 Q 4
horocco 40 26 5 o2 ) i 4 18 4] 28 s | 4
>hilippinss 1 14 84 26 (+] 6. 1 7 4] 47 s 80
Theiland 11 4 g4 54 ¢ & G 1s5) 51 28 51 42
trinidad and Tooado g 64 5. 4 ol 5 o o 8 B 7 -
funicia Z1f 27 54 12 0} s 2 28] 1] 7 18 ﬁ’°
‘imbabwe ' 24 2 a3y a1 3 I 6 . s| 17{ 28 29 z¢

- Denote not aviiladble ,

+ tnrludes testiles and clotmna uhere data for these {iems are not record.d :aparately.
rees world eam-., . Yo xtord Univergity press, June 1968 .
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year. The dep'endonco on primary product exports. tather than

‘nanutacturos was louor for all ‘countries in. 1936, with some

countries experioncing subntanti.al variations in their dcpondency
ratios than the othors. Countrios such as India, Pakistan and sri

Lanka experionccd urked ‘ghifts :ln ‘their export composition away'

from prinary product exports towards unutactures, vhile sanegal

expgr_aned a uorn or loss proport:.onal diver:ltioat.{on of exports "

into all typot oz prinary products and nanutactu*es. For nurkina'
Paso, Konya and l'.alawi exports of non-tuel prinry products ’

' continued to constitute. for over 70% ot exports. _ _
Table 1.1  also. reveals that', _tor the pojority of the
intornodiate ~income -countries considered, exports of mh¥£u1
primary products, comprised for over half.of tl‘.e ‘total in 1965. The
" exceptions were Korea for which e‘i:portg of nanutaotnreé amounted

to 60%, and Liberi,a and Trinidad and Tobago for which 'exports of

fuels, minerals and metals accounted tor 70%" of the total inm ‘tha .

 same year. Of the catagories of countries considered, only Tanisia

. and Zimbabwe appear to have ‘ud a relatively diversified exports

composition ih"o all tjfpos of prinary producté exports and

'vmanutacturs i,n the corrosponding year. Other countries thus have

had a relatively high- ratio of dopendem.e on either a particular :

type of primary product oxportn or manufactures. ‘
‘ Hany of the intermedlate "income couﬁtries appear to have

<oxporienced subst‘mtial shifts away from- primry product exportl

a8 a wholo towards mnanufactures in 1986. The oxceptions were .

- Colombia, Cotede'lvoire, Liberia, zinbabwe and 'rrinidad and 'robago,
which expericncod only Jrola\::‘wnly small shifts in tho structure of

-



fhoir cxporﬁs._ror Colonbia and Cotede'Ivoire, prihary'products
{other than fuels) alone still accounted for upto 70 or more % of
the totul,."while ‘to: Liberia. end Trinided “and Tobego; tuels.
-minerals and metals comprised for over 60% of total. For Zimbabwe,
the relati&oiy)diversltied»stxucture of. export compositioh 15&0*
‘ prinary products cxports and nanufactures remained rclatively
undhanqed’iubstantially 4in 1986. Ftom among the other intcrnediato.
‘income countriea considered Malaysia and Horocco exhibitted a
sinilar pattern of diversification into‘prlmary product exports and
nanufactures as that of zimbabwe xn 1986. Tunisia which-had shared -
sinilarity with zimbabwe in its export composition in 196S: has now
managed to experience substantial shifts towards manufactq;es. i
'_.The evidence presented in table'1}1>above-thus tends to squeét
: that, while for a.few of both low and intermediate income countries
'iuch as ‘Burkina Faso, Kenya, Malawi,  Cotecde'lvoire, primary -
'products exports contxnued to be much nmore inpottant than
nanutactures in. 1986, . for others, there is evidence of marked
shifts and/or diversification into diggerent_types of exports. As
stated before, to the extent that exports are diversified into
different export commoditiee particulariy manufactured goods, this )
. may have an important bearing on ihe stability of total export
'receip;s, dependinq,'of course,.on tﬁ; type of goods“expotted. in:
an étteopt to examine this issue, growth and instability of
gerchandize “ exports were estimated ‘tor the Asample coungries
‘ oonsidored for‘the period 1972-87 and the sub-period 1980-87 and
presented in table 1,2, A ' |

The procedure adopted to eotipate growth rate figures reported



CROWTIl AND INSTABILITY OF MERCHANDISE EXPORTS OF SELECTED COUNTRIES

: 1872 - 1987 : _ 1980 - 1987
COUNTRY : - [ i
P Xg Ixr Imr - Xg ‘ IXr - Tar,
= o Fanndeiss

Purkina Fazo ) 0.029 f0.133 [o0.183 (1) | --% --8 0.202 ( 1)
Senya ' -0.047 {0.185 | 0.182 ( 2) -0.017 0.093 ‘| 0.081 (12)
India T - 0.042 [ 0.109 }0.100 {12) 0.075 | 0.083 | 0.085 (11)
Malawi . o oy 0.098 (13) -8 --=% | o0.124 ( 6)
Pakistan - 0.128 [o0.132 |0.131 ( 4) 0,078 0.123 0.136 { 2)
Ssncgal -3 --8 10,115 { 8) 0.073 0.066 0.087 (10)
evi-tanka - --a --a 0.132 ( 2) 6.076 0.082 £.128 (4
Pt pmmndlata Toucinmea Sayynbaeia -
fraczi! . n0.049 lo0.025 {C.074 (19) 9.080 0.071 | 0.079 {(14)
Colombia - . 0.045 [o0.:82 {o0.110 { 8) -0.260° | 0.130 | €:129 ( 3)
Cotede’ Ivoire o 0.022 Jo.121 }0.126 ( 5) -0.221 0.099 0,114 ( 7)
Karea ; ©6.126 {0.118 | 0.023 (13) 0.132 0,072 0.065 {18)
Liberia: - - .1 -0.046 §0.092 [0.077 {17) -p.062 | 0.91e 0.047 {19)
“Malsyaia ' .05 | 0.112 10.107 {.9) 0.080 .| 0.027 0.095 ( 9}
Moiritufer : --8 --a 0,102 (11) ~0.280 .1453 | 0.113 (. &)
‘Mnreccs. 0.012 }0.077 | 0.094 (14) -0.112 |. 0.212 0.026 {20}
Philippines o . o.020 lo.110 |e.081 {iE} -0.181 0.053 0.080 {13}
Thailand 2.056 Jo.122 |o0.075 (18} 0.0789 0.104 0.068 (1€)
Trinidad and Tihags Tl -0.248 [o0.116 [ Oi112 ( 7) -0.180 | ©.084 ] 0.127 { 5)
Tunisia _ oo §-0.003 ] 0.131 [0.103 (10) -8 --% 170,087 (17)
2izbhabue . ] 0.100 | o0.e83 |o0.066 (20) 0.0587 0.02%4 0.076 (13)

-«® . denotes ceses where no statistically significant tread estimates were obtaincd.

Xz - - growih rate.
,& : , ‘
v, Imr - Inalability of expert moasures, bascd on cstimated time trend ond § year moving
averages, roecpectively.  {Sco text) I - : . !

¢ } - Figurce in brackols arc Rozks.



- in table 1.2 above vas as follows: Firstly, to identify ,fhornatura'
.of the tx_'énd in exports of the sample countries by inspection 'o;.,
_actual movements of the export variables on scatter diagians:
cccondly, ‘to specity and. cstinate the trend form or to:nb which are
likely t:o be appropriate to the aeries, and, tinally, to measure
i ratgs ot export growth by the statipticglly significant r.oqrusion'
coefticients  (see, sinclair and Tségaye,1990; 'uojd and.
| ' Procter,1983). - |
'rhe above growth rate estimati.on procedure yielded results’ which
were derived mostly from flttinq the exponential andyor logarithuic ‘
parabola trend equqtions..rhe exponeqtiil equations‘represgnted
~consf.ant rates of growth behaviour whii; the latier eqna‘tiohb
.-captured better a dcceleration or acceleration in the _export.
trends. This sathod of growth rate estimat ion di:ters fron the
convential practj.qe in which growth rates are derived in lost cased
. arbitrarly by . titthg exponential or linear tnnction to the data
‘(see, for example, Alejamlro 1976).. -
Turning to the expor“ instability weasured used here, éxport
instabillty for our purpose can be deﬁned as deviations of export
earnings from trend. The trend represenfs the systematic or
- predictable couponents whi;euthgfdevxatlons from this trend are
unprc‘dicatable conéonents.' There is, however, no ‘unique way of
dctcrnining the trend and variability around’ j:his trend (sinclair
‘and  Tsegaye, 1990; Glezikos,1983; Lloyd and ' 'Procter,1983;
Lawson,1974) . Ac;qrding}y, t';vo_’ measu;:es are used here and the

~results obtained from using the two measures are compared. The

measures are spceifically:

- -



(a) I@ist Squpresllndox, Ixr i ‘
. | ." _A . ' . 2 Vi . ' " .v
Ixr =-3_:-[§ _;:(_X,-Xt_)]!\' (2.1):

vhere, Xt = acwal cxports at period t

e

xt = ¢stimated Value o: Xt calculated from using
least ;quares t:end line (cxPonontml or
‘logarithmic parahola‘ function) .

X » the mean value of Xt '

<

t =1,2,3...n and n ls the nmnber of observationa

+

(b) Hovinq-l\verage Indcx, Imr

g B2 e
. Imr.= [:4- ::2-'3"' x-x )] L (2.2)

gl

where Xt, X, t and n are as defined above

Xmt is a five-year moving averaﬁe,' or

N

Xinz

]
[V B

. (xw+xH ovl +x“.1 *X. )

I

s .

Both measures Ixr and Inr specified in equaticns {2.1) and (2.2)
above de:'ine an oxport. instability index as the standazd dovint.ions
of nomali-ed actual ‘earnings; and thereby perrit cross-sactional
canparisons of export insf:ab*l‘ty across cou'l..rics or variables.,
'Thoy differ, houever, ‘in the ncthod of detrcnding. Measure - IXr
co:;r;cts for trend using either an oxpcnential or lognrithnid

parabola trend function by implicitly assuming that therc is a
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conetant annual growth pattern or deceleration and/or acceleration :
" in the’ trend. Measure Inr, on the other 'hand, detrends the series
naing a s-year noving average measure.’ 'rhe latter neasure has some
relevance where there are short term variations in the trend
itselt. which not be captured by an exponential and/or logatithnic
parabola ‘function. Because none of the measures - can capture .
- uniquely the trend behavionr of the export series considered. it
. vas thus decided to enploy both neasures and compare the reeults.
‘rurning nou to an exanination of the estimated results given in
‘table 1.2 and focusing first on the estinated growth rates of -
- lerchahdize exports across countries in both periods, the table
reveals relatively poor or negative export performance of. countries
- such as Burkina Paso, COlo-bia, l(enya and COtede "Ivoire that depend
signiticantly on primary product exports. Included in thie category
are Liberia and 'rrinidad and Tobago which derived a substantial
portion of their foreign exchange earnings tron exports of t\;e\s, v,
-metals and ninerale, and ‘thereby expefienced declineo in their
export growth rates ‘in the corresponding periods. fhe g.enerally‘
poor .or declining export groﬁth per,fornance of these group of-
couritries ‘can largely.be‘ attributa'ble to _unfa_(vourable wo':l'g; demand
ané/or' eupply conditions of primairy product expotts as well as
increased agricultural protectionism of the part of Developed
Econonies (Koester 1990; Maizels, 1987 Tyler, 1983)
For the relatively divereii‘ied and/or increasmgly manufacturing
oriented countries, “the evidence"plrovided in table 1.2 shows -
_'i-elatively high or positive export performances -in both periods,

.with the“éxception of a few cases such as Morocco and Philipp’inoo ‘



AWE 1.3, - .
o COMROSITICN OF ZI(BADWE'S DOM
/ - : L. , . l .

ESTIC EXPORTS 74D CARHINGS INSTMILI\TY: 1980 - 1947 -

) % shara {0 Tatal Caoports Insturility Yalues .
Comvadity 1680 19C5 187 | 158> - L7 Inme KRZ
fls.n#' ‘J". [ -g-" - A'_‘d ““SLQJ'_;..‘J&& ’ ‘A ) X
Meat 1.7 2.0 2.7 1.5 C.4)4 C.215
C Tea 0.5 1.5 0.9 1.1 - 5.657 c.azk
Coften. 0.9 3.1 2.5 2.2 0.527 O3 04
“Raw Sugar 5.7 z.4 5.9 4.0 C.834 0.425
. Rgfined sugar , 0.8 1.0, 1.2 PRI 2,124 0.1:12
. Raw Teobaczo 18,7 Zz.5 FEER) Q1.2 5. 585 AT
prfined Tohaeco C.o o,z Lo .« 0,359 YT
BUR TOTAL 28.% 32.7 2.7 Zl.a4 o aest ] o angt
; ' ‘
Crusd foterisls ap Foen): :
. - ] i ! Y - N - P2 -
Catltle Hiduaz - 9.4 0.6 0.2 ~e.5 2.545 G.17%
Cotton Lint : 7.3 9.7 . 7.6 0,.251 £.237
Azbastes . _j1o.2 5.4 4.8 6.7 c.112 9.597 ,
Coal A . o5 2.2 | I A 4 O Bt 0,309
7 Coke c.o 0.7 2.0 2.9 G200 G492
SUG 10TAL . 13,2 16.7 1.8 16.0 G.072 c.oza"
L] . < HE
} ) .
Samefaniersd Cangs spd Othord
vospe ¥ B ATV u.e ot v.3 o.5un O.LES
varn: and Throalds : C.7 1.0 1.% o.C Q.145 Q.LEY
Ferro Allevs . ir.a 1.7 3.2 12,02 T - O BN S
Insoie and Lilless . 1.2 X6 3.0 >.2 c.Ive .29
Irun and Stoedl Core. crs. “.2 R 1.7 P O.dd, T O 237
Cozwer Muzal 3.1 o.2 2.¢ a7 J.249 l oL =
Mickel Metal o 5.7 5.2 N 5. 2207 P ounze :




TABLE 1.3 (CONTINGED: ST o ' o - RTINS

' COMPOSITION OF ZIMBABWE'S DOMESTIC EXPORTS AND :wxqcé‘_ INSTABILITY: 1980 - 1987

\ ’

‘ " % Share in Total Exports, * | Instability Values

cdhnodity ‘ 1960 | 1985, [1987 | 1980 - 87 | IMRL IMR2
Leather in the pieca 0.0 0.4 | 0.9 0.3 | o.43 o.z8z |

Tyres and Tubes - 0.1 0.1 . 0. 0.1 0.257 ‘0.356

Cemsnt » 0.2 0.2 6.4 ;- 0.3 0,168 ©0.117 :

WNire 0.7 0.2 0.3 . - 0.4 0.300 - 0.262 | {
Insulatad Electric Pable 0.3 Q.1 0.2" . 0.1 ! o.48% 0.7219 | LA
Railway Vehicle f.02 | oz 0.3 0.3 1 6.742 0.470 | .

Nos-elastric Machinery . ] 0.2 0.6 " | 0.3 - 0.7 |.0.162 | o.102

Rsdios Tve and Party “I o.8 0.2 6.0 0.1 c.202 ' 0.235
Auraiture and Tixtures. 0.6 ©.2 6.5 . 0.4 9.137 | o.12¢

Travel Gozce. : . 6.0 o.z 0.2 0.2 G.2e2 G 29z

Zlothing 1.6 i.i 1.9 LT A olza3 o018

Foot-woar -] 0.7 6.2 0.5 0.8 . 0.266" 5,206

SVE TOTAL j 7 '36.0 29.2 | 32.4 0.5 o.323* 1 o.a8

. - |

NOTE: =« Refer to (unweighted) mean values. oo R o R k

IMR} and IMAZ are Export Iﬁzfabiiity values based‘oﬁ'a < = Cing jﬁaf3§"'
respectively. _ ' T $ T YRAC.and S vear scving '

- : 1520 ¢
SOURCE:  Jomputed from data in Central Statistical Of‘ice. Lice  Harare®: 1980

:1953 (various Volumes)

St



cxpoft category, Ctndq materials and-?ucls (s1TC 2—5); had a,shnte :
of isz of total exports over the cor:espondincrperiod. The data in .-
E table.l:a, ndwever, reveal an elenentiot increaced,concenttaticn>‘
on a single prinarj export product, namely Raw Tobacco, as a ‘source
oftsubstantial tnrélgn exchanéeéeatnings} The contribntion of this
:-ost important product in total export earnings rose tron 15. 7% in
‘1930 to 21.9% in 1987 other ‘items of importance in terms of their
percentage contributions to export earnings are . Ferro Alloys,
‘Cotton’ Lint, Asbestos, ,1cke1,Heta1,and Raw Sugar. ‘The share in
total ‘export earnings.of some of theése. and other,cnport jtems-
exhibitted declines somewhat overtine, the effect of which was to
‘reduce the overall contribution of nanutactured goods, and Crude
Haterials_ and Fuel. to total foreign exchange earnings. Fopd;
‘Products and Beverages, on the other hand, became réiqtivg;y nore
importint: accounting for 32.7% in:1987 cdnpared‘vith 25.7¥>1n
1980. . . _ :

Ip terms of export in'stabitit;} -magnitudes, table 1.5 also
reveals estimates of . export instability of zinbapne'c domestic
exports for the period 1980-87, ontained trom'using 2 types of
measures, a 5 Year uovmg Average (I‘\ﬂu) and 2 3 Year- Hov.mg‘
Average (mnz). Because of marked varxabilxty ot nos.. of the
‘variables consadered it was not possible to’ obtain statistically”
‘lignifxcant least squares trend estimates. Resort hasrthns ‘been
nadc to the use of the two types of moving averagac mentioned whicn'
can be expected reasonably to capture the'sho:t-term varjations in
the export trends. Both measures indicate that ‘Food products and

f.Beverages are nore unstable on the vhole than crude natetials and



17
Fuels, and Hanufac‘t'u.re.s, havin'q ‘ne‘a‘n flnstab‘nity vaiués' of 0.465
and 0.325 bascd -on IMR1 and IMR2, respecuvely. ‘The correspondinq"
inltability ﬂqutes for Hanufactures are’0.323 and 0.248 and crude'
Materials and Fuels 0.272 and 0.274. These results impl.y that
increased concentration on Food pr@cts and ‘Beverages at ftfst '
expense of Manufactures and the like would "not, be desifabl'e from -

_the point of - view of maintaining stabinty of total export ‘

) almings .

f€ is inportant to note that the a-boVe ob‘sefvations hive been
reached at by consxdering the average nqures for the. major expor*v. :
categories. It is evident frqm the dxsaggregated data. on table 1.3
that not all individual export items are as unstablo as the average

figures seem to suggest. For instance, the instabnity values for

Rznned Sugar and Refined Tobacco are considerabiy lower than the -

. averaga of those for Manufactures, based on aither of the ‘measures

' upioyed. On the other hand, trom among manufactures, procducts sucli '

as Soaps and'Railway Vehicles exhibit hiqher instabxlity values
thah the- average ‘of those for. Food and - Bevorages. oOother

ianutacturi_nq products sich as Iron Steel, Tyres and Tubes and

_ Insulated Electrical cable  are virtyally as volatile as the

~

'- averages for Food -and Beverages, depending on the 1n'stabnit'yr

measure cqns'idcred. Proi éhong exports of Crucde materials and mel,'

'_.Asbestos aﬁpears‘ to be the _lgasti unstable export‘j_ product of all

zexpott.:-ca_tegoties_ and itemS &xtept for Yarns and mreéds based on

measure IHR:.“' Cotton Lint, which is the other major export item
vithin the class ot Crude materials and Fuel, hns initabilify
valucs which” are’ lower than those of the avex-agcs for both Food



products and Beverages .as well as Manufactures. .

The results on the whole tend to support the view that a mc
divorsiticat.ton of export producti.on into nanutactures or any other-'f
export’ category does not necessarily guarantee stability in export
oarnings\ As stated bgfore, for a divers:ltication and/or cxport
-promotion policy to yiald lower lcvels of export - instabnity.
movements in expo_rt eaminqs from the choscn comnodities nusj:-
o __genctally,b'n"e' dampening or oftqetting effects to cach‘-othc'r'. The
’jgntitiéation tor‘ this is that if receipts from two export _pro‘duct's
are highly ixwex:'sely' correlated, the risk of total loss associqt;ed
.with negapive ilovenen_ts in 'rece_ipts‘.éron one export product can be
reduced partly by positive returns. from the other product. '

IV, mnnos AND COVARITAION IN 43:»0'3': COMMODITY EARNINGS

As ‘qiscusied above, bcherits trom-.diver'sivtication-.and/or oxpérf '
promotion depend intimately on variations in. export earnings from
different : export commodities being uncorrelated (-or, 'p!e/tetaﬁly;

- j.nirersoly correlated). To exainine this in the case of ziibqbwe;
‘we refer to“ .thebdat.a in table 1.4 which.sho{rs, for pairs of.
coxmodities A and B, the correlation coefficients, viriatiqﬁ and
cova:igﬁi_on patitern in ' export 'eaminés b’ctv@en 1980 ~19&7.
Spgcitically, colum"x_ 1 of this table | indicates ‘the corrc]‘.z‘lti.cn“,
coefficient between movements in export .earnings from the 2
_commodities in each row. The next 2 columns shéw_the instability
‘values (as measured by the normalized .sum‘hrd deviation) bt‘o':_

éonoditiqs Aand B in'égch pair, relpdcti.vqu. Column 2 p:;soﬂts
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the normalized covarhnce tigures;‘ and the tinal 2 coiun;\s show the
mean values ot conodity A and B met of export earnings,
respectively" ‘The commodities listed in table 1.5 are classitied
ifto 3 groups, following Brainard and cOoper,:LQGa. ‘meso .are
speciﬂcany, Agricultural Subst:itutcs, Processing Produéts and
Others. The first _group ot commodities, Agricultural Subst.ttutes,
are those for which there j.s\ a tairly high. clast;&.city of -
subs‘titntién in production. The second, P;ocessinq 'produi:ﬁs, are .
those which involve processing one product .into the »ot'her-; and .thg
ginal group, are a _viriety of .others includinq joint products,
close suﬁsti.tutes in consumption alid 8o on, mostly ;néhut#ct;urés,
It is evident from the data in table 1.4 that earnings {:o- _
exports 4 of Agriéultural .substitutes are not inversely and
siqniticant].y correlated. In a few cases, such as those between
" meat and cgt!ee, meat "and Raw 'robacco_,\ COttee and Raw 'robacco,
qaffeé and Cotton Lint, there is a posi:ive correla-‘:.io_n between
,carnings f-_r.:om A these prodﬁcts.‘ The "posit:h;e associai:ion between
earﬁint‘;s in thesevproducts arise due the fact that thé;d cipqrts
depend to some extent on t_:hé Strength of overall dew;and situation. .
in the foreign matk‘e,t. Hex‘zce, they fluctuaté together in if:esponse"."
to correép_onding iluctu;\iions in output and demand in- the impd:t:
‘- countries. It may, oh the other hand, be the case thaﬂt‘s.om.of '
' ﬁése ekporﬁs are all subject to the same vicissitude of weatheg'>
or long run supply cycleti. and 86 nuétuit'e in a s’imila: manner.
’ 'rhe hplication of all these is that simply diversitying from the
production of say, Raw ’roQaccg to Meat, Rav Tobacco to Cotteo, or

vicc versa, would not b_e desirable since movements in egr_nings from.
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those pairs of comoditieé are broadly. 'povallol t’ovfoné "variothc*'-
‘Turning to ptocessmg products it is the cage that *etu:ns frcn
processcd export products are generally uucﬁ leos va:.'ia!’s].c,J> lmt
oxpected to be positivel-y corralated with returns- from proceso-ng .
inputs. The positive correlation, in this case, behaves - iiko a
ﬁgative correlation for thé case of 2 tinal products (Brainard. and v
'coopor,lsss). AS. table 1.5 ;:eveals, heowever, urninqs tron’ arl’
pairs ot procssing pxoducts ccncidered are nct positivoly ard
signitimtlj correlated thou;‘t these products-are generally nuch
km umtablc. Lo S B ) "_. e
Ilf tl'lo .hi:d groap or export conuod ties con,idored, we :obs'e‘rvo

iavc:telj :ugnitican* correlations betm_en earnings froa pai-s ot
eonloditias’ ‘rhese are nos betwcen agrxc.llt.ura_i substitutes and
u:\utac ures such as r.\eat and ccpper metal, cott:m line and nicrcl,
.“'l‘o'a‘ond ‘rurnituzel.‘ and ketwecn various menufactures such é\s
Egzinod Tobaceo and I-:cﬁ and Steal, Clothing and Ferro Alloys, ane
. ctothioé_ond ‘Trav'el goonis. It is 1:3 these and similar pairs of
ncqativeiy 4 cor:oiated prodects trat .;otent‘ial benefits from
diversification appear to_arvise.i In. a t_ow other o".i_scs, sizch as
be.tween't.ianufactured vTobacco and copper, leath.e‘r a’h_cl‘ mczt, ~_s'oaps
and Raw tooacco, and cement and Yaras and ’I{hteafl,x thorov are
posit ively 'sign'J.t‘E.icant' correlations. This moant that ‘
.diversif.ication énd/or e*port- promotion 'nea;ures into _ “hese
pos'itively'correlatgd p,roddct pairs would nbt simply yield the
dosired\‘:osﬁlts'.. For these x_ae;suren to achieve -reduotioxi : iq
instability requires ohoosing commodities which gcnorany ato

inversely correlated. . _ o
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V. BXPORT PROMOTION POLICIES
.-‘. In thlis _looti.on, ve consider zimbsbwe's exp'ortfj orOmotion efforts
that are dosigncd to stimulate‘ rapi,o growth of ekports,, especio;ly '
of unutacturos. o » ‘ .

By detinit:.on, export pronotion -is the purposeful govermnontal
.' ot_tort to _try to stimnulate exports through provision of various
incenti.ves which may bo in the !orm‘ of sxport subsidios, tax
‘rebates and/or other torms of fimnc1a1 and. 1on-£inancia1'
assistance. over tho-past ‘decade or go, Zimbabwe has introduced '
several of these measureg, including the Export Revolving Pund,\,
zxpost Incentive Schene, ﬁxport 'Pronotion Programmes, sxport Bonus
Scheme and Export Retention Scheme (¢ridlestone,‘19:82_;. \R..B.z. ,1990) .

The Export Rovo;ving Fund ‘.is a schemer aimed at 'provfdiné the
‘ necessary foreign exchange roquii-enent to uamltacturo ‘exportable
- goods by using imported taw.uteriail and uchi:nory.‘ In other _wofds,
it is a scheme deoigned to holp "break the vicious circle arising
“from. a shortage of .hported raw uterials, spare,' parts, otc;, '
pz’evonting export expansion". (Robinsop.lss‘l. §.39) . The schoie,
vwhich was initated in 1983 with the Worid Bank loan of US$ 70
u—_ill‘ion, is thought to have benenfited gr_eatly porticula:iy the
processing industries like those of Refined Sugar, Refined Tobacco,
‘and Iron and Steel. These ;ndustri‘cs together roceived substantial

. suns of money: from the Fund in 1984 to be used to restore worn out.
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) .nchinary and :I.lpox.'ted spare parts. )
By way ot comments, as tables 1. 3 ‘and 1.4 show, of zhe abovo

tvo beneficial export product:s, Retined Suqat and Refined Tobacco

are the least unstablae 1tens among the class of Food Products nnd.

Beverages. This im:selg righ‘tly nakes then favqurqble t_arg‘et: to; .

exf),o-rt promotion. Iron ahd Steel, vhich falls under nandtac_tu:e’c"

is, on the other hand, relativeiy unséable’, with’ the instability

value of about as - high as the aierage ‘of those Zox Food Producr.s
which is 1nverse1y and siqniticantly correlat ted with Manufactured
Tobacco, and 'rytes bnd 'mbes, but positively correlated with

uathei' This means that any adverse effect aris fron the

ingtability ‘6f Iron and Steel could be nitiga!ed in pa't through

increased exports of the 'neqatively correlated products rather than
through Leather cxpoz'tl.b G‘iven that the nean oxpor‘.; earnings of

Iton and steel is by far larger than those ot bo h Ham.factured

Tobacceo and Tyres and Tubes, this means the.proportion of the rise

in t!ie latter products would, however, have to be substantial

enough to have any of'!se_f_.ging effect -op variation in the export‘of
Iron and Steel. . | ‘ ) |
; .Turning to the ease of 'the Export Incentive Scheme (EIS), this
i; a scheme which provides a tax free payment to exporters on the
basis of ._actual export performance of a list of qualifying export
coamodities (C.Z.1.,1987). It is in effect a subsidy to qualified
exporters and, enables tbcp to sell the exportable counoditio_s "at
relatively llo_wer prices. The tex free peyaent rate abpiied s:lnce

~

and Beverages. As table 1.4 revea]..., Iron and s eel is a ptod\:ct
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1984 has been 9%. This is 'equivalent on a taxed basis to an 18%
increase in the FOB prices" (Robinoon.. 1587, p. 39) 'ro.quality tor
~the incentive rate, exports should have to. fulfill certain
requirenents such as the need to be nanutaotured locally or to have
a minimum of 25% local content. '

The above  being “the case, the EIS applies to only about a
. quarter of total exports, mainly manufactures. These ihclu,d_e_
products such as copper metal, nickel metal, clothing, . footwear, . -

travel goods, furniture and fixtures. As table 1.4‘ shows, earnings

from these exports have a general te’hdency, to be neqatively and
siqnificantly correlated with those from the other 'export -ptoducts
' 'including the h:.ghly unstable prinary export products thereby

contributing to a reduction in the overall level of export )

instability’ rron among the other products included in the 1list of
qualifying manufactures, two- ot thenm; namely I.eather and Scoaps,
show a tendency to exhibit similar variations with those from other
products, such as, for example, the vcorrelations between leather
and meat, leather ’and‘-clothi.ng, soaps and raw tobacco, leather and
fron and steel. These uositive ‘correlations suggest - that the
inclusion of the two ment‘ioned products  in the list of 'qualitying
Ianufactures does nét serve any purpose in ensuring stability in
total export earnings. ‘

v Among the remaining Wanufactured exports not covered by EIS fall
‘products such as Iron and Steel, Ingotl ‘and Billets, and Perro
Alloys - the contributions to total expdrt earnings of which are

rel_atively significant, with the latter product bting the second

s

e
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- major toreién exchange earner, as shown in table 1.3. It 1s‘unclear
as to- why these :I.nportant export itens, cspeciany l-‘crro Alloys
vh:lch happons to be among tlm least’ unstable products :ln the class
of ﬂnutactures, should h“i’n to. be exclnded t'rou coverage of the -
" scheme. Some of the above mentioned export itemc tend “to be
negatively ccrrelated with those of other exaort;s, such és’, as for -
: exanple, between Ferro Alloys and CIothing, Iron and Steal and
. Manufactured 'rehacco. This should haye provided in p'a‘:t\\?. a
justification for the ‘inclusion of these products under the s"chene;
* gince a'n; adversc movement éxeate& 15 the export of these 'péoducts
could be ‘cét‘mter'acted By increasing the export of t_._hé negatively .
corrolated ptoducts. R : # ‘
Iook.lnq at the case of %he exports of .agricul turil substitutes
and procassing products.shown also in table 1.4 , we .observ'eﬁthat
most of these exports aré excluded from the EIS présﬁnab:_ly beca;ésé‘
- of the ‘various d‘isildva'nt.aqes associated with increaséd dependéf\ce
;an the p"oduction and exports of nost of these’ prodﬁcts. Tha
exclusion of these exports from past EIS has also been 'ju..titied'
on the ground that "primary producers did not need an incentive to
do what thcy cpt_xld not in any case avoid doing" (Gridlaestone, 1982 o
p. 118); The scheme is designed to prowote mainly the ‘nanutacturinq .
" -gector as a major toreign exchange eamer. 0f the agticultu*al
subst:ltues supported u-ldex: the scheme, we have Tea which iz a
~ product marked with a rglatively high degree of export instability, )
as is evident from tables 1.3 and 1.4. However, the same export

product is .negatively and 'signi:iéan_tly cp::elated' with wmost
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'nanufacturcs such as Travel Goodc, Footwear, rurniture and Fixture;

._Non—eloctrical anhinery, thercby justitying partly its inclusion

RS

under the schene. _
Thc above obse:vations cuggent; 56.:;11 that, for purposes of
’pronoting the growth and stability of exborts, it is nccessary t07
choosc from’ among export products those which pOSSGSS»thA capacity
'to earn relatively stablo and increased toreign exchanqe oarnings. 
Not a1l export producto falling undor the 'EIS appear to fulffil
this essential requirement for promotion. It is pcrhaps for this
and other considerations that the scﬁeme is intendcd to ‘be phascd '
"out by the financial year 1994/95 (R.B.Z.,1990).  Alternatively,
ve have the so called Erport BonucIScpeme which, unlike the casoty
of EIS, provides bonus allocation in foreign currency on the basis
of real growth in’ manufactured exportc..rn addition, we have the
Export Rotontion'Schenr designed for all productive sectors of the
‘economy based on actual export carnihos. Specitica11§. .aono‘.'
oroducts taliing within the agricultural and mining sectors that
contribute significantly to foreign exchange earnings, such as
. perro Alloys and Steel, Cotton Lint and Beef-are allowed, tnder the
'schéue,_to retain 5% of the value‘of their ékports for the purchasc'_
' 0£ inportod rav material and capital goods The -anufacturing—
oxportcrl, includinq touris-, construction, horticulturc and road
' fhanlliers. are granted to retain as much as 7. 5% of the value of
thoir exports for similar purposes\ This ' discrimination in"
' ‘retentention of the proportion of exports by di:!oreﬂt sectors
. ‘reflects the recognition of - the greatest';potcntial of ’tho‘

\



" manufacturing soctor as a major foreign excbal{g_e earner
- (R.B.2.,1990). B

| VI. SUMIGRY AMD CONCLUSIONS

In this paper;_ e looked at the interrelationships bctween
export aiversification, export 1n§tab1nty and .export promotiea
issues :l.n the contcxt of Zimbabwe. It was noted that, by an African
stanaard, Zimbabwe's export structure is subsf.antiany diversitiod.
Despite such diversitic&ion paricularly into nanutactures, the
cogntry has experienced and  still , does foreign exchange
constraints. The fo:eign’ -axchange problem of the country stems in..
‘part from the 'ﬁtqrc of expoit oonodities_ éraded, whose qrouth
rates and stability patterns are not alvays in the’ desired
‘airections. various measures are beinq implenented in até?npt to
.:l-ptove the pertomnce of export:s, and as part ot the on-going
Bcononic structural Adjustnent Programnes.

As the findings ot the empirical sections suqggest, from policy
point of .\_vicv. it is vital to look at the phttérn of variations and
covgi‘iat_in.ons\botween terms. This is because thare is, for 'insf.anco,__
a tendency for earnings from primary etporﬁ products to show
.s\i-ilar pattern of con'elatidns té each othai', with some exceptions _
noted. This means that Zimhabwe would not bemefit much from
\ .ncounging the qrowth ot primary export products in genetal. There
i.s, on the other hand, some ottsetting in the movements of pr:lnry
axport products and manufactures and/or vithin the class
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. . R . - i . o
‘of manufactures. This observation signifies the need to undertake

,careful choice of varia_)_alu tor diversiticat.'iox.\ and/or export A

- . promotion particularly among the class of manufactures.



3t

REPERENCES - e

-

AioJandr‘or C.F. 1976, Foreign ‘l'rade Regimes and Ecotomic A
Development: (olombia, New York. Colombia Dm.verm'.r.y F Tess..

.Ar'i-ff. M 157 Expo=t Trade and the Jest Malaysian Eeonomy -. AR’

into thc’ Implications of Export Ins:nbx‘itv. ‘ U'u.vers:l:ti
'!“‘9"‘\1{% ays T—"m;mr . ' ' '

Bell M.'7, et al, 1982 " hy G:owth Rates No Di!‘t‘er?" J'ou.:‘nel ot‘
'Esanmis__s._qgm. Vol., 9, No. 2, p» 51-67.

)

_B:l.rd. G. 1982, The Iﬂtemntional Monetary Svstom and tne Inss o
Doveloﬂed Fountries, Londtn, ‘Macmillan, .

~

: Brainard, 'f. a.n.d Cooper, R,, 1968, "Uncertainity and D:lversifi-
cation in Interaational Trade" \‘.‘»tmto »d University Institute in
| Agricultural .,conc-:l.cs. o gxe agg ng"g;ognant, vol. 8, Vo. 3,‘
. PO, 257- 285, ) :

Central Stabistical O"ﬂ.cc, ﬁua-rte‘lv Dives. of Sta‘istics,
Harare, Various Issues.

PR

Cont‘ederaticn or . Zipbabve Ir.dustriee, zzmbab.m Ix~ort

B iroctu.:z 1989 €21, '{:\rn:-o.

Dnvi._os, P.F., and "‘u-onﬁ., ey 1982. I.a‘in Ane*i\.n and the New -

Inteznational Zconomic Grder, Hacpilian,

GleZakos, C., 1983, "Instnbili.ty and the Growth of v:cz*ts"
Journal of Develonment Zconomics Yol.* 12, YNo.

} 2, 1/2 .
?eBruary?T\prII, PP- 5:2*5-'.‘530. : ot i

~

Gr!dlestone, J. 1682, Trado and Invas t:-lent in Zinbabwo, whitasun
7‘oundntion "ro:ject 107, Jarare, '

Intornaticnn‘ *lonotn:'y und (Annual), International Minance
‘Statistics, chrbock, MR, '

Xoester, U. et al, 1990, "The “Tommon Agricultural Pelicy.

A Poviev of its Operation and Effects on Developing Countries®,
‘ Rescarch Observer, The {orld Bank, Vol. $ No. 1, January,

PP. 95-121-

Lloyd. P.J. and Procter. R.G. 1983. *Cosmodity chonpo-!.eion of
Export~Import Inotaburtty', Joyrnal of. Dovolo et - ..eononica. “
Vel. 12, pon. 41-57. _ o

. e



2

. "'\ \
h"- Jeos 1983. "Conc,cntrntion. Dimaitienti.on and tu-n:l.nga :
. Instability: Some Bupirical Evidence on Developing Countries'

Exports of manufactures sad Primary Products®, Jorld Devwlopment
vol. 11, No, 9, PPe 737-193. :

" Maizels, A, , 1987. *Commudities in Crisis: An Overview of thc
‘Main Issues”, Hn::.d._nuum:. - Yal. 15, No, 5. pp$37—5h9.

ERPRN

Magsell, Bu.- 1964, “3xpoct Instability and Economic Structu:o .

Amcr:lcn.n Economic Review, 60. pn.6l&-b)0. e

Reserve Bank of Zizbabwe (‘!.B.Z), various, Qua.eorlx "co'zon;lc
a.nd Statisti-al Reviaw, Harare. ° : :

aobinson;' P.BY 1987, Trade and Pinancing Strategies for “the
New NICC~ The Zimbabwa -::uo. Jorking Paper no 23, 0.D.I., July.
Sinclair, M.T. and Tsogaye. A. 1990, "Insernational Tariawm

and Export Instability"®, The Journal of - Dovclop-.ut Studies
‘ Vol.. 26, no., 3 Apr:ll. pp. #7508,

‘
"Tylor W.G, 1983, The Anti-knort Bias in Commercial Policies and

- Export Performance: Some Evidence from the Recen: 32xperience” -
oviow of World . .acongmicgrfbmd 19, Heft 1, pp. 97-107.

'Yorld Bank, 1988, world Development Report 1988, Oxford
. University Press, June, e v o

/



This work is licensed under a
Creative Commons
Attribution - Noncommercial - NoDerivs 3.0 License.

To view a copy of the license please see:
http://creativecommons.org/licenses/by-nc-nd/3.0/

This is a download from the BLDS Digital Library on OpenDocs
http://opendocs.ids.ac.uk/opendocs/

Institute of
Development Studies


http://creativecommons.org/licenses/by-nc-nd/3.0/
http://opendocs.ids.ac.uk/opendocs/

