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EXECUTIVE SUMMARY

1. Aims and Objectives

This study cxamines the scrvices scctor in Zimbabwe with the view ol assisting policy
makcers within both the national context and the context ofthe Uruguay Round. It is
hoped that this study, and others being conducted in other countrics, will put the
nations' ncgotiators in a strong and informed position in the current round GATT
ncgoliations.

In this regard. the study assesses the contribution of services to the national economy
directly through income and employment generation and indirectly through linkages
with other sectors of the economy. The study reviews the regulatory environment
within which the sector operates and examines how liberalisation can affect the
sector's role in facilitating competitive development of the productive sectors. The
study also addresses issues of regional co-operation within the various service
sub-sectors.

2. Methodology

The study was conducted in two phases. The [irst phasc cntailed examining the
national cconomic cnvironment and identifying the contribution of scrvices to
various aggregate macro-economic variables. It then went on to examine the
legal/regulatory (ramework and regional coopcration agrecments and arrangements.

To achicve the above. the study tcam cxamincd sccondary data published by the
Central Statistical OfTicc, policy documents and legal instruments governing the
operations of various service sub-sectors. In addition interviews were conducted with
government officials and officials from the various scrvice sub-scctors.

Phase 2 entailed detailed studies on selected sub-sectors. These are financial
services, transportation and telecommunications. For these detailed studies.
structured questionnaire interviews were conducted to get further information on
how the sub-sectors operate and interact with other sectors, the constraints faced and
competition within the sub-sectors and competitiveness of the sub-sectors. In both
phases the interface between the research team, representatives of the various
sub-sectors and policy makers was of critical importance as part of the methodology.
An inter institutional working group (1WG) was established to facilitate this process.



3. Summary of Study Findings

~

3.1 National  Economic  Environment

At independence. Zimbabwe inherited a regulated inward-looking economy. Control
measures in place included 1mport quotas, administrative allocation of foreign
exchange, restrictions on profit repatriation. interest rate management and control on
prices and wages. This was all within the context of an import substitution
development strategy and a socialist ideology (post independence). This continued
up to 1991, when government adopted the Economic Structural Adjustment
Programme. This entails deregulation. trade liberalisation, public enterprise reform,
fiscal and monetary policy reforms and reduction of budget deficit. Domestic
deregulation entails removal of price and wage controls, removal of subsidies and
regulations on markets for both input and output. The general thrust is an export
oriented development strategy with resource allocation based more and more on the
price system.

3.2 Place ofSendees in  the National Fconomy

Between 1985 and 1992 the average contribution ol scrvices to national income was
i the order of 53%. It was highest in 1987, when its sharc was 59% and lowcst in
1992 when the share contribution dropped to 49%. Within the scrvice scector, the
distribution, hotcls and rcstaurants sub-scctors, is the largest contributor to national
income, coniributing almost 11% on average. This 1s lollowcd by cducation (8%),
transport and communications (7%) and public administration (7%).

Excluding privatc domcstic scrvices, the smallest service sub-scctors, on the basis of
share in national income are health, construction and electricity and water.

Education (9%) and Public Administration (8%) wcre the largest scrvice sub-scctor
cmploycrs for the period 1985 to 1992, These were followed by distribution, hotcls
and rcstaurants which accounted for 7.8% oftotal formal cmployment on average (or
the samc pcriod. Elcctricity and watcer, linance, insurance and rcal cstatc and hecalth
arc the smallest cmploycers in that order. On the whole, scrvices account for 52% to
36% of formal scctor cmplovment in Zimbabwe.

Gross fixed capital formation (GFCF) in the service sector fluctuated considerably
between 1980 and 1989 (latest available data). It was highest in 1985 at 76% of total
GFCF and in 1989 it stood at 32%. The largest fluctuations were experienced in
electricity and water, distribution, hotels and restaurants and education.

3.3 Financial  Seivices

The financial intermediary system of Zimbabwe is well developed and fairly
sophisticated compared to many developing countries. It consists of: the Reserve
Bank of Zimbabwe. five commercial banks, four merchant banks (accepting houses),
six finance houses, three discount houses, three building societies (plus one recently
established), insurance companies, pension funds, the Post Office Savings Bank,
development finance institutions and the stock exchange. In 1992, finance and
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insurance accounted for 5.9% of GDP and only 1.6% of Emplovment.

Up to about 1992 the scctor experienced cxcess liquidity. Financial institutions
primarily functioncd as a mcans of channclling privatc scctlor savings to the public
scclor through short tcrm loans to the Agricultural Markcting Authority. This
occurrcd without crowding out investment because (irms (aced florcign cxchange
shortages (or investment purposcs.  Generally (inancial institutions tended to
discriminatc against ncw and particularly small firms. Government did not intervence
in the allocation of credit to the private scctor, although it cncouraged lending to
small cnterpriscs. Compctition (or both depositors’ funds and investment outlets was
limited because of excess liquidity on the part of many (irms (and at thc national
level) on the onc hand and possibilitics of purchasing government bonds on the other.

Recgulations governing the opcrations of the linancial scctor arc as lollows:

¢ Thosc aimed at protccting the dcpositors: These include minimum capital
rcquircments, maximum labilitics and minimum holding of spccificd asscts.

x

Rcgulations governing opcrations/transactions: These defline the opcerations of
different types of Financial institutions. with the objective of segmenting these
operations. They arc used to prohibit the provision of cerlain scrvices by some
financial institutions c.g. building socictics arc not authoriscd to issuc chcque books.

* Rcgulations governing cntry: In Zimbabwe, these arc not explicit other than the nced
to comply with the Banking Act and rcgisitcring with thc Recgistrar of Financial
Institutions and Building Societies. Insurance companies are required to be at least
51% locally owned.

®  Regulations affecting lending and borrowing operations: These are used for
macro-economic management to attain sectorial and social development objectives
through controlling of money supply. These regulations apply to interest rate
management and determination of liquidity ratios and discount rates.

With regards to regional co-operation, Zimbabwe is a member ofthe African
Development Bank. The Rescerve Bank of Zimbabwe is a member of the Association
of African Ccntral Banks which promolcs co-opcration among its members. The
African Centre for Monetary Studies provides research services on monetary matters
1o this organisation. Therc is also a harmonisation programme (o cncourage
co-opcration among rcgional (inancial institutions.

Trade in the sub-region has been enhanced by the establishment of the P.T.A.
clearing house in Harare. It is administered by the Reserve Bank.

Non residents arc allowed to invest funds rom an cxternal source through normal
banking channcls to purchasc sharcs on thc Zimbabwc Stock Exchange and arc
permittcd to disinvest and repatriate their capital, provided the amount docs not
cexceed $20,000.

The major technological development that has occurred in the Zimbabwce (inancial
sector 1s computerisation particularly introduction of ATMs and introduction of
on-linc lacilities at tellers counters. Computcrization has also led to nationwide
nciworks of cach institution's branches.

Constraints faccd by (inancial institutions include the following:
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* lugh interest rates
« rcgulations govcrning opcrations

» shortage of expertise especially 1n specialised fields such as corporate finance and
information technology system and

* inadequate telecommunications infrastructure.

With regards to deregulation, financial institutions are concerned that competition
should be on an equal basis. In this regard they feel that if this is to occur, then they
should have access to skilled manpower. modern technology and off-shore funds with
interest rates.

34 Transport

Transport and Communications as a service sector account for 7% of GDP, 4% of
formal scctor cmployment and 7% Gross Fixed Capital Formation (GFCF).
Howcver, looking at the composition of national GFCF, transport cquipment
(including that from outside the transport sector itself) account for 19%.

Zimbabwc has thrce modes oftransport that it c¢ffectively operates i.c. road, rail and
air. Walcr transport is rcstricted to Lake Kariba. The public scctor dominatcs air and
rail transport. Road haulage and passenger services (except for Road Motor Services
of the National Railways) arc in privatc hands.

The rcgulations that affcet this scctor are in the process oftransformation and arc at
three levels: parastatal reforms, legal reforms and gencral cconomic policy reforms.
Parastatal reforms are aimed at removing subsidies to the NRZ and Air Zimbabwe.
which in the past incurred huge losses. These reforms provide greater frcedom to the
cntitics in adjusting tarilfs. Lcgal rcforms arc aimed at incrcasing compctition by
introducing minibuses. particularly in passenger services in the urban areas where
previously ZUPCO had monopoly. General cconomic policy reforms that affect the
transport scctor include import tarills intcrest ratc management and cxchange ralc
policies. Since the sector is highly import dependant, devaluation increases
procurcment cost ofvchicles, and so does the high tarifflevel. With regards to
rcgional arrangcments the PTA trcaty has a protocol on transport that allows casy
access for regional transport operators to each other's routes.

Over the vears rail haulage has been losing its share ofthe market to road haulage.
This is mainly due to the long travel time associated with the railway and the
availability of a door to door delivery service in road haulage. The majority ofroad
haulage firms are involved in cross border haulage. Problems faced in this regard
were that, despite efforts at fostering regional cooperation and standardization of
tariffs. this has occurred only to a certain extent. Rules are different from country to
country and they are changed frequently. The other problem is delays in clearing
trucks on boarders especially at Beit Bridge, although this has improved with
computerisation.

With rcgards o passenger carricrs, the main problem cited was overtrading in certain
routcs. Compclition in road haulage is high. Whilc pricc is important in this rcgard,
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the chicf mechanisms [or maintaining compctitive advantage at thc moment is
rcliability, punctuality and trust. Small opcrators arc disadvantaged because of their
poor access Lo [inance to purchasc adcquate and suitablc vchicles. Their survival
scecms {o lic in the movement of small and/or irrcgular consignmcents that the large
opcrators would not normally carc aboult.

The transport industry is very much dependant on an cfficient telecommunications
nctwork for telephone, faxcs and telexes. This infrastructurc is not adcquatce.
Technological improvements that are necessary for communication are. long range
two way radios. ccllular telcphones and satellite tracking sysicms.

3.5 Post and Telecommunications

Telecommunications is important as a service in itself but more so as a mode of
supply to other service sectors. Service sub-sectors such as financial institutions,
tourism. transportation, other services and indeed the productive sectors, are heavily
dependent on an efficient telecommunications network for their daily operations.

The Post and Tclecommunications Corporation (PTC) has monopoly in most aspccts
of this scrvice sub-scctor. PTC has the exclusive monopoly of operating postal lctter
scrvice. Howcver, there is [rece competition in the arca of parcel post.

PTC holds a monopoly in tclegram scrvice. although privaic persons or companics
may transmit and dcliver tclegrams on the authority of the relevant Minister. It also
has the cxclusive privilege of cstablishing, maintaining and working of the wholc
transmission and local nctwork system ol tclecphoncs. Howcver PTC can issuc
licenses to other opcrators [or these purposcs.

The private sector is free to establish. maintain or work a PABX contained within a
building. although the work is subject to inspection by PTC. On the other hand. only
thc PTC 1s allowed to rcpair and maintain subscriber terminals for residential and
public office users although it has problems coping with these.

The telefax scgment has become a [ree competition arca cxcept that the cquipment
must be ofa tvpe approved by PTC. The telex, which has completely replaced
telegram scrviee 1s a monopoly ofthe PTC in terms of installation and maintenance.

Therc 1s close co-opcration among the post and telecommunications corporations in
the region. This 1s mainly n the technical ficld of developingjoint intecrnational
transmission networks around two projects - the PANAFTEL and RASCOM.

There arc at least 14 companics supplying inputs or services to the
telccommunications scclor. The dominant oncs arc the large multinationals like
Ericsson. Phillips. Sicmans. GEC, Plessey and Standard Telephone Cables. Somec of
these arc in partnership with Government through the Industrial Development
Corporation ¢.g. Sicmans and Plessey. The extent to which these firms can
participate in the scctor is limited by rcgulations that protect the PTC.

All firms in the telecomms service made significant technological advances. As most
leading lirms arc affiliates or subsidiarics of intcrnational [irms, access o latest
tcchnologics 1s not a big problem for them. Tt 1s however, a problem for locally
owned firms which face very high costs for importing the necessary components. In
general there is no cxpenditure on rescarch and development except for only onc
company in the sample of firms covered. This also applics to cxpenditure on



markcting possibilitics.

3.6 Fnergy

Zimbabwc uscs all forms of conventional cnergy i.c. clectricity, coal. wood fucl, solar
energy and liquid fuels. Wood fuel is the main source of energy consumed.
accounting lor almost 39% oflthc total. followed by coal. Petrolcum bascd fucls
account for 13% whilc clectricity supplics about 14% of total cnergy consumed.

Over the decade since 1980, the average ratc of growth ol cncrgy consumption (at
3.5% p.a.) outstrippcd that of GDP (at 2.7% p.a. at 1980 prices) partly due to the
impact of relatively low prices ol energy.

The main contributors to ecmployvment in the energy scctor arc clectricity and water.
Even then, these arc arguably the least contributors in the cconomy as a whole.
Between 1985 and 1992, the average sharc of clectricity and water in total
cmployment was about 0.7%. The share of the samc scctor to national income was
higher. at 3%. Coming to GFCF. the scctor dominates the rest, accounting for an
average ol 14%.

There is no single regulatory framework for the energy sector. However, the most
elaborate framework for energy generation and utilisation relates to electricity. The
Electricity Act forbids anvone, except ZESA to establish, maintain or operate any
electricity generating plant with a rated generating capacity of 100 kw or more, from
which he transmits. distributes or supplies electricity to any other person. This
creates monopoly in favour of ZESA. All major decisions within ZESA require the
approval or concern of the responsible Minister or the Minister of Finance.

ZESA can make by-laws covering things like terms and conditions under which it will
supply electricity and provide equipment and appliances; pavment and collection of
moneyvs due for electricity supplied and the cutting off of supplies for non pavment
etc.

With regard to petrolcum based cnergy. Zimbabwe has an agreement with
Mozambique, whercby an o1l pipeline runs through Mozambique [rom the port of
Beira to Mutare in Zimbabwe.

Zimbabwc and Zambia have an agreement on the utilisation of the Zambezi River
which is shared as a common border. and this includes use ofthe water in clectricity
generation. The Kariba Dam and the power station on the River (Zambezi) were
constructed during the Federation to provide hydro-clectricity to what arc now the
two countrics.

Zimbabwe imports electricity from Zambia through the inter-connected electricity
grid. A tripartitc agrcement was signed for Zimbabwe to import clectricity from
Zaire through Zambia in 1992. Movzambique and Zimbabwe signed an agrcement on
the supply of 300 mvv ofelectricity from the Cabora Bassa power station (in
Mozambiquc). Elcctricity could be flowing [rom Cabora Bassa to the National Gnid
by 1996.

ZESA and thc Botswana Powcr Corporation rcached an agrecement lor power
sourced from Zambia to comc to Botswana through the Zimbabwcan national grid.
These arrangements are an obvious milestone in regional co-operation, although
problems somectimes arise when pavment is required in hard currency. There is nced
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for a rcgional planning nctwork for cxample, to co-ordinate tarill charges.

3.7 Constriuction

The construction scclor has been depressed sinee the boom ycars of the carly 1970s.
In 1975 the scctor accounted for almost 3% of GDP, but this declined to almost 2%
by 1992, Howcver, it should be noted that there is a lot ofunder-reporting of
construction work in growth points and municipalitics. Intcrestingly cnough, the
sharc contribution of construction to ¢mployment has been steadily rising, (rom 4%
m 1985 to 7% by 1992, although the absolutc numbcrs cmployed (luctuated refllecting
fluctvating cmployment levels in the national cconomy.

Priccs of building matcrials and shortages of cssential parts have bedevilled the
pcrformance of the scctor. Between 1980 and 1983, the price index ofbuilding
matcrials grew at an avcrage rate of 18,9% per annum,

The housing sub-sector has performed below requircments. The housing waiting list
in major arcas and the incidence ol squatting arc testimony to this problem. In 1991
the housing waiting list in Hararc was lor 60 000 units and was growing at the rate of
900 units per month. Although the demand was mainly for low income housing. the
building standards rcquirecments by law pushed the cost beyond rcach of the low
incomc groups. For cxample. the high standards required mcant that the minimum
cost of a core house. consisting of onc room and ablutions in Harare. was some Z$12
000. About 60% ofthc 60 000 pcople on the Hararc waiting list in 1991 did not
qualify for a loan from building socictics bcecause they carned less than Z$480 per
month.

The Ministry of National Construction and Public Housing reviewed standards and
allowed building of shells without windows or door frames for only Z$2 600 excluding
site costs.

Constraints to dcvelopment of the scctor include shortage of new plant and
machinery due to forcign exchange constraints (which has now improved), shortage
of surveved land duc to shortage of land survevors and surveying cquipment and skills
shortages in the arcas of architecturc, cngincering, quantily surveying, valuation and
physical planning.

Establishcd companics dominaic contracts, to the dctriment of small contractors who
arc marginaliscd. Thc Construction Industry Federation of Zimbabwe (CIFOZ)
represent less than 25% of registered contractors and only 10 to 15 of these
monopoliscd 90% of the construction work.

Foreign companies are allowed to bring in their technologies free as long as they will
take them away upon completion of projects. CIFOZ complains that thesc
companics remain in the country and do local projects using their advantage in terms
of "connections" and technological supremacy. Local firms face foreign currency
constraints {(which have cased), and in addition have to pay duty [or importcd
machincry. With regard to cxporting of construction scrvices, cquipment taken out
of Zimbabwe should be brought back and this may not make economic sense to the
companics concerned. Companics also complain of the burcaucracy involved in
sccking clcarance which aflccts their ability to successfully compete (or projects
outside the country.
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There is not much rcgional co-opcration in construction. This is nccessary given the

fact that countrics such as Mozambiquc and Angola, dcvastated by civil wars, would
require much construction work and Zimbabwean firms could benefit from this.

5

3.8 Tourism

Tourism scrvices comprisc a heicrogenous mix of services which include thosc that
arc spccific to the tourism industry c¢.g. accommodation facilitics and food, and others
not specilic to the tourism industry such as travel. Statistics that indicatce the
contribution of tourism to dcvclopment arc thercfore usually classificd under other
scctors such as transport, and hoitcls and rcstaurants. It therelore docs not make
scnsc 1o asscss the contribution of tourism to national devclopment by cxamining its
contribution (o various macro-cconomic aggregalcs.

To asscss trends in the devclopment of tourism in Zimbabwc, data on visitor arrivals.
tourist rcccipts and average nights spent in hotels for the period 1980 to 1991 was
uscd.

Visitor arrivals grew at an average annual rate of 8.2% between 1980 and 1991, while
that for tourist rececipls grew at an annual average rate of25%. The biggest increase
in both occurred between 1988 and 1991, During that period, visitor arrivals and
tourist receipts incrcased at an annual rate of 12% and 80% respectively.  Avcerage
nights spent declined from about 12 between 1980 and 1984 1o six from 1988 10 1991.

In general, the tourism industry of Zimbabwe is growing. The major tourist centres
arc Victorial Falls, Kariba. Nyanga, Matopo Hills, Hwangc, thc Great Zimbabwe and
Gonorezhou. The major atiractions/activities arc viewing the Victoria Falls and the
Greal Zimbabwe (a national monument). fishing and angling. water sports. game
vicwing, scencry and casino.

Regulations governing [ishing and hunting arc mainly aimed at controlling the ratc of
resource depletion, cnsuring safcty and in somc cascs raising revenuc.

The Department of National Parks and Wild Lifc Management is a member ol the
Convention on International Trade in Endangered Species (CITES). Zimbabwe is a
mcmber of the Tourism Co-ordinating Unit of SADC, and is also a member of the
World Tourism Organisation.

3.9 Distribution

Distribution is the link between production and consumption of both final and
intcrmcdiatc products. It is organiscd through a nciwork ofrctail and wholcsalc
outlcts, and the statc markcting boards c.g. Cold Storagec Commission. the Cotion
Markcting Board and the Grain Markcting Board. The Zimbabwce Statc Trading
Corporation also cngages in both domestic and intcrnational trade on bchalfl of the
statc.

Distribution, including hotcls and restaurants, is the largest service sub-scclor in
tcrms of contribution to national incomc. Between 1985 and 1992, its avcrage
contribution to GDP was almost 11%. The sector depends very much on consumer
spending power and conscquently. its share in GDP is bound to lall during harsh
cconomic times. Between 1991 and 1992 the scctor regisiered its worst performance



because of the severe drought and the economic adjustment policies aimed at
rcducing consumer spending. During those two vears this scctor's contribution to
national incomc was 9.7% and 8.3% rcspectively,

The avcrage contribution of distribution, hotcls and rcstaurants, to cmployment is
7.8% and its sharc in GFCF is 5.3%.

Regulations that govern distribution are undergoing some formidable changes.
Government used three mechanisms to regulate distribution. These are economic,
institutional and legal. The chief economic means of regulating distribution has been
pricing policy ie. price controls which affected the whole economy and agricultural
pricing policy, applied through the state marketing boards. With the Economic
Reform Programme, price controls have been removed.

With rcgards to agricultural pricing. the statc marketing boards arc rcceiving greater
autonomy. The removal of controls over pricing and marketing ol agricultural
commoditics is a key feature of the economic rcform programme. Government only
fixcs [loor producer lor oil-secds, small grains and beel. Rectail prices have been
dccontrolled lor maize meal, bread. sugar and milk products.

Institutional reforms arc aimed at providing greater autonomy to the marketing
boards and encouraging them to opcratc more along commercial lines. There is a
wide range ol lcgal and other instruments that arc used to control distribution. These
include the Deeds Registry Act, the Shop Licenses Act, Land Surveyors Act, Income
Tax Act and the Companies Act. There arc three mechanisms through which
Zimbabwc has participated in regional trade. and hence distribution. These are
SADC. the PTA and bilateral arrangements signed with individual countries in the
region.

310 Health

The health structure is hierarchical. with four central hospitals at the top, eight
provincial hospitals, 28 district government hospitals and mission hospitals to be
upgradcd to district status. Bcelow the district hospital arc rural hcalth clinics which
are considered extensions of the former. The village community worker. a multi-
purposc cadre. replaced the village health worker in 1988, A department of National
Nutrition was sct up in the Ministry of Health, responsible for nutrition and hcalth
education, particularly regarding breast-feeding and weaning practices, growth
monitoring and nutrition surveillance and supervision of the children's
supplementary feeding schemes. Traditional medicine is also an important option in
the health care system.

Health services account for about 2% of formal employvment. Their contribution to
GDP isjust over 2%. During the first decade of independence, the health budget
increased in real terms at an annual rate of 4.7%.

At the introduction of ESAP. government noted that the cost recovery rate in health
was about 3% of total cxpenditure. .The target is to incrcasc this to 10% by 1994/95.

In 1987, regulations were introduced requiring doctors to practise at a designated
government institution for live ycars before being allowed Lo set up privale practice.
The private scctor provides health carc to the higher income groups and this carc is
sustained through private and public medical aid societies.

ximn



The Health Professions Council is the regulatory body in health practice®ts
protcct the public by cnsuring that standards arc maintained. The Counc  cnsu
that those who practise are in possession of current practice certificates, t s

cmpowered by law to form a Disciplinary Committec which can take disciplinary
action on acts ol improper conduct.

o

Local authorities also regulate public health and equipment and zoning.
The Ministry of Health introduced a national code on

substitutes. effectively promoting breast-feeding in accordance with the campaign
the WHO

Therc arc no official coopcration agrecments in the health sector
members of NAM AS, like CTMAS, may be mnvolved in advising or
setting up of private medical aid societies in some countries oftheregionasoccur
in Zambia. [t not possible for a medical aid socicty to operaic Achcm ¢ acros

borders. NAMAS maintains intcrnational contact through their membership of
International Federation of Health Funds.

n A a

3-11 Fducation

Although cducation accounts for about 8% of national

more in the fact that it represents human capital formation The educa*o Y
(both formal and informal) was expanded after mdepradena tec»nect

created during the colonial era. Between 1980 and 1990 primary schoofe nc

at an annual average rate of 3.8% and secondary schools by 34%, Teacne
vocational ,,y technical education and training facilities as well aA.university A

education were expanded to meet the expanding manpower requnc
economy.

With the expansion of the school system. emplovment in the sector increased from

900 in 1980 to 107 900 in 1990. Thus an avcrage annual incrcasc o
cmployment was scen during that (cn ycar period.

Besides the expansion of formal cducation, the Zimbabwe: Foundation
with Production (ZIMFEP) was cstablished m 1980 o (a) [
Zimbabwcan children rcturning from cxile, (b) cstablish A A A

mvolved n both cducation and productive activitics and (¢) to cnsurc
school-Icavers arc placed in jobs.

or E A

The existing legislation provides for the compulsory education of all children o
school-going age but does not provide for penalties upon default.

For lower cducation, legislation requires that all

registered with the Miihstrv. Conditions for registrationl that theschooshou
providc appropriatc premiscs and flacilitics, ¢flicicnt and A ablc instmcuo
adcquate qualifications and cxpcricnce of the proposcd stall =dAuatciin

provision fi,; i oper mainioance of the school and appropriate eqmpmen
satisfactory tuition in the subjccts offered. Other Agulations rclate to hea:it

facilities/standards, the conduct of schools, instruction "" YA . °j ., X ges except

There are no impediments to the cstablishment of correcspondence colleges

p
that the requirement of registration should be (ulfilled.

All regulations that are in place. governing the education sector are intended to



provide the service more as a social service rather than an investment area.
Generally private schools arc accepted., though their fee structures arc controlled.

Regulations governing higher education are aimed at ensuring the maintenance of
appropriate standards of teaching, examinations and academic qualifications in
institutions of higher learning.

Generally, the system of cducation and higher cducation is tightly controlled and this
is in the interest of safeguarding standards and quality of education.

There are no regional co-opcration agreemcents which exist in this sector. Zimbabwe
is considcred to have a good cducation system in the region and that explains the
significant prescnce of students rom the sub-region in both schools and institutions
ol higher lcarning.

Independent colleges and the universitics have their nctworks whereby
cross-fertilization of ideas takes place.

4. Conclusion

This study has shown that scrvices play an important role in the cconomy by way of
contributing to national incomc¢ and cmplovment. Even morc important, scrvices
facilitatc the development of other scctors of the cconomy, particularly the
productive scctors. The performance of services is crucial in determining the
cfficicncy and competitivencss ol the rest of the cconomy.

Whilc scrvices in Zimbabwe account for a large sharc of national income, their
performance on the balance of payments is limited. Export performance of scrvices is
allccted by the regulatory cnvironment both within Zimbabwe and in other countrics.

Liberalising the framework within which services operate can increase competition
and cfflicicncy. But this should be donc carclully and sclectively. taking into account
the specific conditions ofthe different service sub-scctors. For cxample, compcetition
m financial services can be increased by relaxing regulations that govern
opcrations/transactions. In other words, il scgmcentation of services provided by the
diffcrent financial institutions is removed, this can cnhance competition within the
sub-sector, even before relaxing regulations that govern the entry of foreign financial
institutions. [t is also nccessary to ensurc that local financial institutions and indccd
other scrvices sub-scctors, arc not cxposcd to cxicrnal compctition on an uncqual
basis. In this regard it i1s necessary to ensure that the services sector of Zimbabwe has
access o slatc-of-the-art technologics, skilled manpower and the nccessary linancial
rcsources.

Competition and efficiency can also be improved by reducing regulated state
monopoly in certain services. A good cxample is that of tclecommunications. [t was
notcd that the¢ PTC of Zimbabwc has monopoly in most aspccts of this scctor, yet it
does not have adequate capacity to meet all the requirements. Private sector
participation can be increascd by rcducing the monopoly status accorded to the PTC
through lcgislation. Similarly, in the transport scctor, monopoly accorded to ZUPCO
has resulted in poor passenger transport services in the urban areas.

Regional co-operation in the services sector is limited. There are a number of areas
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where regional co-opceration would be ofmutual beneflit to the countrics involved, in
terms ofenhancing efficiency and increasing export performance of services. It was
notcd that road haulage transporters involved in cross border haulage lace problems
duc to rulcs that arc diffcrent from country to country. This causcs dclays and
increases costs. Regional arrangements would certainly increase efficiency in this
regard.

In the casc of the construction industry, it was notced that recgulations governing the
movement ol cquipment across borders, and the proccdures involved in sccking
clearance. discourage exports ofthis type of service. Regional co-operation in this
ficld could incrcasc cxports. Finally, rcgional co-opcration and standardisation in the
ficld ofeducation and hcalth could encourage cxports of these services.



SECTION 1 INTRODUCTION

1.1  Broad context of the study

This country study 1s part ofa broadcr study being conducted simultancously in
Zimbabwc and cight other Alrican countrics under the auspices ofUNCTAD.

It 1s the product of a brainstorming workshop on "Services in Africa" held in Dar ¢s
Salaam, Tanzania, in March/April 1992, At the mecting, Alrican rescarchers and
policy makers discusscd the broad issucs rclating to scrvices and the current Uruguay
Round ofmultilateral trade ncgotiations. This workshop and the present studics can,
in many respects, be viewed as part of the ongoing work of the Group ofNcgotiations
on Scrvices cstablished under the auspices of GATT.

The "Ministerial Dcclaration on the Uruguay Round" states that the (ramcwork of
principles and rules for trade n scrvices 1s undertaken with a "view to cxpansion of
such tradc undecr conditions of transparcncy and progressive liberalisation and as a
mcans of promoting cconomic growth ol all trading partncrs and the devcelopment of
developing countrics.  Such framcwork shall respect the policy objectives ol national
laws and rcgulations applving to scrvice and shall takc into account the work of
rclevant intecrnational organisations”,

The general import of this declaration underpins the present study.

In its work, the Group ofNegotiations on Services looked at several issues relating to
services. In particular it looked at definitional and statistical issues. concepts,
possible disciplines for individual industries, existing international arrangements, and
existing measures and practices contributing to or limiting the expansion of services.
Specific industries were selected for examination by the group and these were:
telecommunications, construction, transportation, tourism and financial services.
The present study follows more or less along the logic of the work of the Group of
Negotiations on Services with minor variations.

1.2 Aims and Objectives

This study is primarily aimed at the policy maker. It scis out to ecxaminc the scrvices
sector as it is currently constituted with a view to assisting in the making of optimal
policy decisions within both the national context and the context of the Uruguay
Round.

Conscquently, the interface between the rescarcher and the policy maker has been of
critical importance particularly during the first phase ol this study.

It is hoped that this study. and others, will put the nations' ncgotiators in a strong and
informed position in the current round of GATT negotiations.

1 GATT Focus, No. 41 (October 1988) p.5.



where regional co-operation would be of mutual benefit to the countries involved, in
tcrms of cnhancing cfficiency and incrcasing cxport performance of services. [t was
noted that road haulage transporters involved in cross border haulage (ace problems
due to rules that are different from country to country. This causes delavs and

incrcascs costs. Regional arrangements would certainly incrcase clTiciency in this
regard.

In the case of the construction industry, it was noted that regulations governing the
movement of cquipment across borders, and the procedurcs involved in sccking
clcarance, discourage cxports of this typc ol service. Regional co-opceration in this
field could incrcasc cxports. Finally, rcgional co-operation and standardisation in the
ficld of cducation and hecalth could cncourage cxports of these services.
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SECTION 1 INTRODUCTION

1.1 Broad context of the study

This country study 1is part of a broadcr study being conducted simultancously in
Zimbabwc and cight other African countrics under the auspices of UNCTAD.

[t is the product of a brainstorming workshop on "Services in Africa” held in Dar cs
Salaam, Tanzania, in March/April 1992, At the mceting. Aflrican rescarchers and
policy makers discussed the broad issucs relating to services and the current Uruguay
Round of multilateral trade ncgotiations. This workshop and the prescnt studics can,
in many respects, be viewed as part of the ongoing work ofthe Group of Negotiations
on Scrvices cstablished under the auspices of GATT.

The "Ministerial Declaration on the Uruguay Round" states that the framcwork of
principles and rulcs for trade in scrvices is undertaken with a "view o cxpansion of
such tradc under conditions of transparcncy and progressive liberalisation and as a
mcans ol promoting cconomic growth of all trading partncrs and the development of
devcloping countrics.  Such [ramcwork shall respect the policy objectives ol national
laws and rcgulations applving to scrvicc and shall take into account the work of

rclevant international organisations".'

The general import of this declaration underpins the present study.

In its work, the Group ol Ncgotiations on Services looked at several issucs relating to
scrvices. In particular it looked at deflinitional and statistical issucs, concepts.
possible disciplines (or individual industrics, existing intcrnational arrangements, and
cxisting mcasurcs and practices contributing to or limiting the cxpansion of scrvices.
Speciflic industrics were sclected (or examination by the group and these werce:
tclecommunications, construction, transportation. tourism and financial scrviccs.
The present study follows morc or less along the logic ol the work of the Group of
Necgotiations on Services with minor variations.

1.2  Aims and Objectives

This study 1s primarily aimed at the policy maker. It sets out to examine the services
scclor as il is currcntly constituted with a view to assisting in the making ol optimal
policy deccisions within both thc national context and the context of the Uruguay
Round.

Conscquently, the interface between the rescarcher and the policy maker has been of
critical importance particularly during the first phase of this study.

It 1s hoped that this study, and othcrs, will put the nations' ncgotiators in a strong and
informed position in the current round of GATT ncgotiations.

1 GATT Focus, No. 41 (October 1986) p.5.



In this regard. the study sccks to place the service scctor within the national cconomy
and assess its contribution to development, dircctly through contributions to national
incomc and cmployment, and indirectly through linkages with other scctors of the
cconomy. In view olthe lact that the GATT ncgotiations on scrvices arc concerned
with liberalisation of the scctor. the study reviews the regulatory ramcework within
which the scclor operates, rcgional cooperation agreements and arrangements, and
cexamincs how liberalisation can aflcct the sector's role 1n facilitating competitive
devclopment of the productive scclors.

1.3  Mecthodology

The Dar es Salaam workshop discussed the issue of methodology at length and came
up with a document known as "CAPAS Dctailed Mcthodology”. In short this is madc
up ol cight building blocks which arc mecant to constitute the main clements of the
final report.

In accordance with the CAPAS methodology. this study was conducted in two phases.
The first phase entailed examining the national economic environment and
identifving the contribution of services to various aggregate macro-economic
variables. It also examined the legal/regulatory framework and regional cooperation
agreements and arrangements.

To achicve the above, the study tcam cxamincd sccondary data published by the
Central Statistical Office. policy documents and legal instruments governing various
service sub-sectors. In addition, structured interviews were conducted with
government oflicials and officials from various scrvice sub-scctors. In this rcgard,
members of the Inter-institutional Working group (IWG) facilitated and/or were
interviewed.

It should also bc pointed out that while phasc oc of the study was to bc mainly
concerned with providing a description of the various scrvice sub-scctors in terms of
contribution to macro-cconomic variables, rcgulatory framcwork and rcgional
coopcration agrcements, that phasec went a step ahcad for most sub-scctors and
provided morc information into their opcrations and analvzed how they arc likely to
be affectcd by liberalisation.

The second phase entailed detailed studies on selected service sub-sectors. These are
financial services, transport and telecommunications. For this phase. structured
questionnaire interviews were conducted to get further information on how the
sub-sectors operate and interact with other sectors, the constraints faced and
competition and competitiveness of the sub-sectors.

It should be emphasised that the interface between the rescarch tcam and
represcentatives of the various scrvice sectors and policy makers was ol critical
importance as part of the mcthodology.



1.4  Rcport Structure

The report structure does not follow the logic ofthe CAPAS methodology which
required presentation of a) the national economic environment b) Contribution of
services to aggregate macro-economic variables, c¢) regulatory framework, d)
regional cooperation agreements and arrangements, and e) detailed case studies.

The report 1s structurcd in a way that allows lor the provision of a complcte picture of
cach sub-scctor. Therclore scetions 1.5 and 1.6 below deseribe the cconomic
cunvironment and the place of scrvices in the national cconomy. This is donc bricfly
sincc grealer details arc provided in the scctions that address individual service
sub-scclors.

Scctions 2 to 4 present lindings on the detailed casc studics 1.c. linancial scctor,
transport and post and tcleccommunications in that order. Scctions 3 to 11 dcal with
cnergy, construction, tourism, public administration, distribution, hcalth and
cducation as per the findings in Phasc | ofthe study. As pointed out belore, the
information provided in somc cascs gocs bevond the rcquirements ol phasc onc.
Finally, scction 12 provides a summary ol the major [indings and conclusions.

1.5 National Economic Environment

In the past two to thrce decades, the Zimbabwean cconomy developed within a
protected economic environment. During the Unilateral Declaration of
Independence (U.D.1.) period (1965-1979) cconomic sanctions were imposcd against
the country and this provided a natural umbrclla of protcction to the cconomy,
However, the trade embargo imposed against the country led to foreign exchange
shortages. To dcal with the forcign cxchange problem. the then government
imtroduced scveral interventionist and control mcchanisms. These included import
quotas, admimistrative allocation of foreign exchange, restrictions on profit
repatriation, inicrest rale management and prices and wages controls.

At independence, thercfore, Zimbabwe inherited a regulated inward looking
cconomy. The post-independence government adopted a socialist idcology and
continucd to apply the inherited interventionist instruments and controls, but for
different reasons.

The government's intention was to usc the state to redircet development to benefit
the mass of the population in linc with its social idcology at that time. Besides the
inherited controls, government introduced new controls on wage dctermination and
labour rcgulations designed to provide job sccurity to workers. Wage controls were
designed to rcducce income incqualitics inherited from the colonial regime. In this
regard, government introduced minimum wage legislation. Job sccurity rcgulations
were aimed at complimenting minimum wage lcgislation by making it difficull for
firms to firc workers.

The application of controls in the absence ol rapport with the private sector. that had



existed under the UDI regime. led to a situation where the burcaucracy became an
obstacle to the running of cconomic enterprises. In particular firms were alfccted by
the lorcign exchange allocation mcchanism which crcated distortions in the cconomic
sysiem. Established enterpriscs were lavoured in the forcign cxchange allocation
system. They also received protection from forecign competition.

A large number of commercial and service scctors were dominated by parastatals
which in some cascs. had the sole right to provide a good or scrvice and in other cascs
were placed in a privileged position. This was the case lor example, in agricultural
marketing. mincrals marketing. broadcasting. air and rail transport. oil importation
and distribution and telccommunications.

The import substitution devclopment strategy and the associated protective
economic environment continued up to 1991. At that time, the government adopted
thc Economic Structural Adjustment Programmce (ESAP).

ESAP entails moving away from a highly regulated economy to one where market
forces dominate in determining the pace and course of economic activities. The
cornerstone of ESAP in Zimbabwe is trade liberalisation. Trade liberalisation simply
means removal ofbarriers to trade. These barriers were in the form of quantitative
and qualitative restrictions. Quantitative trade restrictions are import quarters which
in the case of Zimbabwe were administered through foreign currency allocation. On
the other hand. qualitative restrictions are high import duties designed to discourage
the importation of competing products.

Government policy within the context of ESAP is [irstly to move away [rom a sysiem
ol quantitative rcstrictions by progressively placing more and morc items on the
Opcn General Import Licence (OGIL). The target is by 1993, to place all goods,
cxcluding a small reserved list subject to salcty or delence considerations, on 1o
OGIL. This targct has becen almost achiecved. The programme also aims at reducing
and rationalising the tarifflevels and structure. Therclore, with the introduction of
ESAP, the major instrument that was previously used to rcgulate imports (namecly
foreign cxchange allocation) has been dismantled.

The other policies which arc complecmentary to the trade liberalisation programme
cntail dercgulation in the arcas of investment approvals, labour and wage rcgulations
and regulations on markets for both inputs and output which have affected
investment, cspecially for the small-scale scctor.

The major objcctive of monctary policy is pricc stability and mobilisation of domestic
savings. Monctary policy is therclore geared towards [ighting inflation, particularly
from cxcessive moncey growth. In this rcgard. an array ol traditional and
non-traditional instruments have been and arc being emploved. These include
interest policy and mcasurcs to influcnce credit allocation. From 1991, the Reserve
Bank applicd a restrictive monctary policy which reduced money supply.

The other policy objcctive of ESAP 1s to reducc the budget deficit.  Scveral measurcs
are being undertaken to achieve this policy objective. Firstly, government is removing
subsidics to loss making parastatals and restructuring their operations so that they
beccome commcercially viable. This involves commercialisation and/or privatisation,
In addition government has taken steps to streamlining the civil service and hence
reduce the sizc ol the burcaucracy. Finally. the government has introduccd cost
rccovery measures in hecalth, cducation and social scrvices.



Global and Regional Co-opcration

Foreign trade and international co-operation are crucial for the growth and
development of the Zimbabwean economy. and government is aware ofthis. During
the first five vears of Independence, Zimbabwe made great strides in the area of
international economic relations. It became a member of the Organisation of African
Unity (OAU), the Southern African Development Co-ordination Conference
(SADCC), the Preferential Trade Area (PTA) and the United Nations Organisation.

The main objectives of SADCC included the reduction of external cconomic
dcpendence, particularly on South Africa, before that country became independent,
and the forging of links among member states in order to create equitable regional
intcgration. SADCC was rcnamed the Southern African Development Community
(SADC) which rcfllccts the greater cmphasis on rcgional intcgration, aflter the South
African threat was over.

Zimbabwc signed a number of bilatcral and multilatcral trade and other cconomic
agrcements and these helped diversify the country's trade activitics. In 1990,
Zimbabwc had only lour bilatcral tradc agrcements and the number is now well over
25,

Zimbabwe rc-joincd the Gencral Agreement on Trade and Tariffs (GATT), in 1980
and a numbcer of developed countries made Zimbabwe a beneliciary ol their
respective Generalised System of Prelerences.

1.6  Place of Services in the National Economy

The importance ol the service scctor in the national cconomy can be highlighted by
cxamining ils contribution to various aggrcgalc macro-cconomic variables. These arc
provided in tables 1.1 to 13 below. A detailed analysis ofthese is provided in a
recent book by Jurger Reinhardt and others.”

It is sufficient to highlight a few important aspects. Between 1985 and 1992, services
contributed around 33% to national income on average. Within that period, the
sharc of scrvices in national output was [airly stable, although it pcaked 1 1987 when
its sharc was slightly over 39% and dcclined in 1991 and 1992 to 49.36% and 44.31%
m 1991 and 1992 respectively.

Within the scrvices scetor, the distribution, hotcls and restaurants sub-scctor 1s the
largest contributor to national income, contributing almost 11% on average. This is
followed by cducation, transport and communication and public administration. For
the period 1985 to 1992, these on average contributed 8.2%, 7.4% and 7%
respectively. Excluding private domestic services, the smallest sector on the basis of

2 Jurger Reinhardt et al, "The Services Sector of Selected Developing Countries: Development
and Foreign Trade Aspect. Case Studies: Malaysia, Jordan and Zimbabwe, 1989, Federal
Ministry of Ecanamic Co-operatioan, Germany.



sharc in national incomec arc hcalth, construction and clectricity and waltcr.

Table 1.1

Contribution eof Services to National Income (%)

1985 1986 1987 1988 1989 1990 1991 1992

Tlectricity and

Waler

2.21 3.00 3.44 3.01 3.03 2.08 2.65 2.07
Consiruction 2.37 2.27 2.81 2.39 2.62 2.46 2.29 1.94
I'inance. Insurance
and Rcal Tstate 6.32 5.95 7.11 7.23 7.12 6.65 5.78 4.94
Distribution, Hotcls
and Recstaurants 11.94 13.11 12.48 11.31 10.38 10.67 9.69 8.34
Transport and
Communication 6.03 7.86 8.38 7.73 7.68 7.26 6.35 7.26
Public Admin. 7.32 0.99 7.66 7.95 7.39 7.19 6.28 5.10
Fdueation 7.99 8.23 8.43 8.39 7.92 8.48 8.58 7.22
Health 2.20 2.21 2.29 2.17 211 2.42 2.46 2.03
Privatc Domestic 1.48 1.74 1.77 1.53 1.37 1.25 1.01 0.74
Other Services 6.44 5.02 4.95 4.13 4.09 4.32 4.31 4.07
Total Services 54.90 56.47 59.32 55.84 33.73 33.48 49.36 44.31
Sonrce; Quarterfy Digest of Statistics, (SO, Harare, 1993

Coming to cmployment, the largest contributor to this macro-cconomic aggregalce is
cducation and public administration with an avcrage sharc of 8.9% and 8%
respectively between 1983 and 1992, This is followed by distribution, hotcls and
restaurants, which accounts for 7.8% ofltotal formal cmplovment on average (or the
period 1983 to 1992, Elcctricity and water, (inancc, insurancce and rcal cstatc and
health arc the smallest cmployers in that order. On the whole, scervices account for
52% to 353% offormal sccltor cmployment,



Table 1.2

Contribution of Services to Employment (%)

1985 1986 1987 1988 1989 1990 1991 1992
Tleetricily and
Waler 0.73 0.76 0.76 0.76 0.75 0.73 0.72 0.60
Construction 4.26 4.38 4.57 3.18 3.7 6.36 6.51 7.38
Tinance. Tnsurance
and Real Estate 1.43 1.42 1.50 1.52 1.47 1.48 1.40 1.63
Distribution. llotels
and Restaurants 7.44 7.51 7.70 7.72 7.88 8.05 8.09 7.79
Transport and
Communication 4.73 4.69 4.67 4.52 4.44 4.47 4.53 4.19
Public Admin. 8.03 8.40 8.62 8.17 8.01 7.83 7.63 7.46
Lducation §.48 8.85 9.11 8.88 8.93 9.07 8.80 8.74
TTcalth 1.89 2.20 2.03 2.02 2.02 2.10 2.13 2.05
Private
Domestic 9.37 9.26 9.31 9.02 8.78 8.56 8.21 8.09
Other Services 5.47 3.78 3.09 6.08 6.10 6.18 6.80 7.51
Total Services 52.47 §2.90 53.95 §3.8% 5409 54.83 54.94 55.44
Source: Querterly Digest  of Statistics, SO, Hurare, 1993



Table 13

Contribution of Services (o Gross Fixed Capital Formation (%)

1980 1981 1982 1983 1984 1983 1986 1987 1988 1989
Elcetricity and
Waltcr 1.9 5.7 12.8 23.3 137 16.7 16.6 13.9 8.3 33
Constructlion 2.3 3.1 34 2.7 1.9 2.6 2.4 2.2 6.4 1.9
Finance, Insurance
and Real Lstate 9.3 10.3 9.1 9.1 2.9 10.0 9.2 9.6 7.7 8.4
Distribution, ITotcls
and Restaurants 8.1 6.0 4.5 2.3 8.4 5.7 4.4 33 4.1 6.5
Transport and
Communication 9.1 7.4 1 5.4 11.1 10.5 12.4 0.1 3.4 7.9 8.6
Public Admin. 4.0 31 3.2 3.3 4.9 5.6 2.2 2.7 3.0 2.7
Lducation 1.5 2.2 2.9 2.5 3.9 5.2 3.3 4.5 3.9 3.8
ITcalth 1.3 0.8 0.8 0.9 1.1 1.1 1.5 1.3 2.6 2.3
Gencral Purposc
Inv. by Govt. 7.8 5.7 7.1 9.1 12.2 13.0 10.1 2.9 11.6 8.5
Other Scrvices 2.7 4.5 ER 3.4 4.7 2.9 1.7 2.7 2.8 33
Total Service 50.9 48.8 63.6 69.9 71.2 75.8 62.6 58.8 59.1 S1.5
Source:  CSO. Harare 1993



Table 1.4

Contribution Of Services To Farnings.

1988 1986 1987 1988 1989 1990 1991 1992 Average

Llectricity and Walter 1.46 1.45 1.48 1.33 1.41 1.4 1.77 1.49 1.5
Construction 4.16 4.16 4.13 +4.31 4.57 4.76 5.37 5.53 4.6
Finance. Insurance

And Real Lstate 4.09 4.09 4..34 +4.51 4.38 4.52 5.13 6.17 4.65
Distribution,

Restaurants & Hotels 10.29 9.86 9.8 9.69 9.67 9.48 10.66 1105 10.006
Transport &

Communication 8.13 8.31 8.0 7.99 8.38 8.7 8.66 8.53 8.33
Public Administration 10.8 10.33 10.92 10.02 9.67 9.17 9.13 8.44 9.81
Fducation 12.18 13.7 14.09 14.62 14.38 15.36 17.3 16.77 1498
Hcalth 2.7 2.89 2.81 2.78 2.91 314 349 331 3
Private Domestic 2.46 2.9 2.84 2.66 2.46 2.2 2.02 1.75 2.41
Other 6.22 6.18 6.03 6.10 6.3 6.49 7.43 8.09, 6.61
TOTALS 63.51 63.89 64.5 39.76 65.47 65,42 71.16 71.13  65.99

Sonrce: 8O, Huarwre 1993

Gross [lixed capital formation for the whole scrvice scctor and within dilfcrent service
sub-sectors has exhibited tendencies of large fluctuations. In 1980, services, including
General Purpose Investment by Government. accounted for 51% of GFCF. This
declined to 49% the following ycar and pcaked to 76% in 1983, only to drop to 32%
by 1989. The largest fluctuations were experienced in electricity and water,
distribution, hotcls and restaurants and cducation. For the period 1985 to 1989,
GFCF was highest in clectricity and water (12%), transport and communication
(10%), finance, insurance and real estate (9.3%). The least investment was
rcgistered in health and construction.

The average sharc contribution of scryvices to carnings lor the period 1985 to 1992
was about 66%. It was highcest in 1991 and 1992, when it slightly ecxceeded 71%, and
was lowest in 1988 when it was just below 60%. Education is the largest scrvice
sub-scctor in tcrms of contribution to carnings (13%), (ollowed by distribution,
rcstaurants and hotcls (10%). public administration (9.8%) and transport and
communications (8.4%). Elcctricity and watcr, hcalth and privatc domestic scrvices
arc the lcast contributors to carnings in that ordcr.

Table 1.5 below depicts the balance of pavments (BOP) situation (or Zimbabwe for
the ycars 1990 and 1991. Ofparticular intcrest here is the contribution of services 1o
the balance ofpayments. Exports of services contribute only 11.9% to the current
account balance whilc import contributc 23%. Ofthe ovcrall BOP dclicit on the
currcnt account of Z$1 360 million, 78.8% 1s accounted (or by the dcflicit on (rade in
scrvices while the remainder is deflicit on investment income.



Table 1.5

atanee—o0 f—PRPav—nt— 111n
1990
ITEM 1991
CREDIT DEBIT N
1. TRADE BALANCE = CREDIT DEBIT NET
591. 9
Exports 292 .
Imports 4292.0 3700 1 6139.7
2.SERVICES 5847.6
672.8
Shi . 1199.3 930.6  2160.5 1229.9
ipmen
74 .0 379.3 109 .1 675. 0
Transportation
Passenger fares igz ; 243 .7 -34 284 . 8 371.9 87. 1
Port services : 94 .3 158 .2 129.7 '
92 . 6 .
Travel 158 1 123‘54 5 4 126,. 6 242 .2
’ . -5. 234 .3 256.3 .
Other Services e
Fees 231.6 412 . 8 302. 4
Commissions 20.5 101.9 38:9 222:2 °54-9
Education 13.9 57 .4 12.0 101.8
Diplomatic 2:'; 70.8 1. 8 161.0
Other len. o g;-i 50.9  157.9
' : 198 . 8 254 . 4
3.INVESTMENT INCOME 12 .7
: 703.4 92.0 1045.4 953. 4
NRZ '
Profits & Dividends
Interest: 2.1 227.2 1.1 285.5
Public sector 7.2 427.4 420.2 15.1 623 .8 -608.7
Private sector 409.5 0.3 552.2 '
Other ;-24 ZZ.: 14.8 71. 6
) : 75.8 136.1
1991
1990
Table 1.5 continued
i CREDIT DEBIT NET CREDIT DEBIT NET
4.TRANSFERS 468.3 208.9  -259.4 6528 Sy _332'?
' ) 203 .4 208 . 6 -5.4 327.4 321.3 '
Private: 0.9 18 .1 0.3 10.7
Migrant transfers ) 1636.2 99.8
NCI' s 61.2 32.8
134.2 46.3 181. 3 .
Other 265 .1 0.3 325.4 0.3
Oofficial ) )
5445.8 5811.7 7815.1 9375.1
5.CURRENT ACCOUNT BALANCE
1030.5 685 .2  365.9  2774.1 1092.9
6.CAPITAL ACCOUNT BALANCE
I ludi E & Omi i
7 OVER(AII..1§ I;All.l;gqc;rors missions) 6476.3 6496.9 10589.2  10468.0
Summary of Invisibles
CREDIT DEBIT NET CREDIT DEBIT NET
TOTAL -
INVISIBLES : 1153.8 2111.6 -957.8 1675.4 3527.5 1852.1
SERVICES 672 . 8 -526.5 930 .6 21(1)32'2 :2?,?9;9
INCOME 12.7 o ee s o2 8 321.6 331.2
TRANSFERS 468 . 3 259 .4 632 .8 ' '
7070.3
EXPORTS  (GNFS) 4964.8 8008 1
IMPORTS (GNFS) 4899.4 '




Notes to Table 1.5

Credits on shipment services include in-transit (reight carned by the National
Railways of Zimbabwe and [reight and insurance scrvices provided bevond borders
by Zimbabwc transport opcrators. Dcbits arc sca frecight and insurance scrvices
provided by lorcign carricrs as well as rail. road and frcight through adjacent
countrics.

Other transport services refer to passenger fares and port services. Port services
include harbour ducs. landing fecs. hure of carriers. repair/maintenance [ces and
conveyance ol mail.

Travel covers cxpenditure by Zimbabwcean residents when abroad and cxpenditure by
foreigners while visiting Zimbabwe. Fares to and from Zimbabwe are not included.

1.6.1 Women in the Services Sector

It is imperative, by way of preamble, to mention the historical context of the
participation of women in the scrvices scctor in Zimbabwe.

While there may be international parallels in the preponderance of women in the
teaching. nursing and secretarial fields, there are historical specificities that
characterise the situation in this country. The reliable data bank to date on this
scenario i1s the National Manpower Survey (NMS) of 1981 (GOZ).

Table L6

Proportion of Females in Trained Workforce by Racial Group

Black White Asian’Mixed Race Total
Total number of Prolessional,
Skilled and Scmi-skilled 222 806 66 224 9361 298 391
Number of Women in
trained worklorce 16104 21920 2 913 40 937
Perocntage 7 33 31 14
Sentree: Nationdd  Manpower  Swivey (19811

The above table shows the minuscule number and percentage ofwomen who fell into
the professional, skilled and semi-skilled categories at Independence. But this
proportion is even worse for black women who only constituted 7% of their
respective racial group. In fact only 0.4% ofthe black female population was in the
total trained labour force.

The majority of women were concentrated in the health sector where they comprised
64% of the workforce. This aside, they were generally concentrated in a narrow range
of occupations of a clerical/secretarial and professional nature.



L S

source: WS Report Vol. 1. (1981).



Table 1.7 gives a brcakdown of femalc participation in the traincd work(lorcc by skill
level. The highest (emale representation as noted carlicr. is in the health sector
(64%) lollowed by [inance cte. (42%). wellarc institutions, business cic. (28%) and
wholcsale and retail (23%). While in the first the high prepondcrance of women was
found in the nursing proflcssion, in financial scctor, these were in the sccrctarial,
accounting, cashicring and data processing liclds.

Tablcs 18 (a) and 1.8 (b) givc an indication ofthe trend in the participation of the
sexes in the different sectors ofthe economy. Of specific interest are the service
scclors.

As a percentage oftotal cmployment for cach vear, fcmalc participation remains very
low in comparison to malcs. Howcver, the lgurc is quite signilicant in the
community, social and pcrsonal scrvices scctor. As a percentage ol total
cmplovment, this sharc rosc from 6.7% to 8. 1% between 1982 and 1993,

In the electricity, gas and water sector the share is quite minuscule. In fact this has
remained low over the ten-vear period reflected in the table, 1e. still a mere 0.02% by
1993. The data under the trade. restaurants and hotels sector shows significant
female participation. However. it ought to be noted that this is mainly in the
trade/retail ndustry where women are emploved as salesladies. The hotel and
restaurants industry has historically been dominated by men. To what extent there
have been changes in favour offemale workers is difficult to assess in the absence of
pointed data.



Table 1.8 (a)

Employment by Industry hy gex

Aqriculture, Hunting
Forestry, Fishing

Nining & Quarrying

Manufacturing

Electricity, Gas &
Water

Construction

e ——

Trade, Restaurants &
Hotels

Transport Storage &
Comnunication

Finance, Insurance
Real Estate, Business
Services

Community, Social &
Personal Services

1982
¥ ¥

20.

16.2

0.61

4.9

b6

0.9

24.8

5,60

0.13
1.2

0.02

0.06

1.3

0.3

0.5

0,7

1984

20,3

5.1
14,7

0.7

4.3

0.6

4.5

1.0

261

0.12
1.3

0.02

0.06

1.1

0.3

0.5

1.3

1986

19.2

15.4

0.7

4.3

0.4

4.4

1.0

26.1

0.2

0.12
1.1

0.03

0.07

1.1

0.3

0.5

8.2

1988

18.0

1.1

0.6

5.1

0.5

4,2

1.0

26.0

0.4

0.13
15.4

0.03

0.1

1.2

0.3

0.5

0.8




Table 1, 8 (b)

1990 1991 1992 1993

¥ ¥ N F I F ! F
Aqriculture, Hunting |18.0 |64 (179 65 185 |74 185 | 7.4
Forestry, Fishing
Nining & Quarrying L2103 | A0 10 [T 0 AT 0D
Manufacturing 7% S A S I A | I B S R B [ N I Y
Electricity, Gas § 0.7 10,03 | 0.7 006 | 0.6 [0.02 | 0.6 ]0.02
Water
Construction 6.2 (0.1 (64 0.2 7.0 103 |0 0.3
Trade, Restaurants & | 6.8 1.2 6.8 1.3 6.5 1.2 0.5 1.2
Hotels
Transport, Storage & | 4.2 0.3 4.2 10,3 3.8 103 |38 |03
Communication
Finance, Insurance LO 105 [ L0 |05 | 46 (0.8 | &6 [0.8
Real Estate, Business
Services
Community, Social & (26,0 (8.2 {253 (83 |28 |&11 218 |81l
Personal Services

source, CS0, Harare 1993.




1.6.2 Informal Sector Activities

The informal sector has always presented analysts with a host ofproblems. That
notwithstanding, the productive and retail sectors are easier to monitor than the
other services that are under consideration in this study. On the one hand there are
the methodological problems of notjust quantifving the informal sector in general.
but those of quantifving the services sector because of their intangible nature. And
on the other hand there are problems that have to do with the discreet nature of
these services where they do exist.

Tinance

While 1t may be acknowledged that there are private money lenders and that income
generating projects and associations lend money out for a fee, this quite often is
difficult to pin down because it is an illegal activity. Bevond the provision of finance,
there are no other conceivable services that are provided by these
people/associations that one would normally find in a formal financial institution.

Construction

To the extent that people are able to by-pass the building regulations of local
authoritics by putting up illegal structures, then onc can talk of informal construction
activitics. This, too, is cqually dilficult to quantify.

‘I'rade, Restaurants and Hotels

A lot ofinformal scctor trading occurs. This is morc under the difficultics brought
about by the cconomic rcform programme. A casc in point is the sudden
mushrooming of (lca markets in the city centre of Hararc.

However. in the case of restaurants and hotels, there are very strict building, health
and licensing rcgulations that govern the opcration ol these activitics. In the casc of
food rctailing we cannot talk ofrcstaurants but food vendors. This occurs under a
variety of conditions 1.¢. ranging from fruit and confectionery vendors at street
corncrs Lo liquor outlets that sell food as well.

We are not in a position to comment on unregistered hotels, if they mayv be called
that. And yct on the other hand it is quite conccivable that there may be people
providing overnight accommodation (or a fec to strandced passcngers al transport
nodal points.

Transport

The transport scctor probably has got the most prolific informal scctor activity. This
ranges [rom pcople who provide a scrvice with their private motor vchicles Lo truck
owners who move goods.

The informality and non-formality ofthis service has a lot to do with the regulatory
cnvironment within which it opcrates. Until recently, the Road Motor
Transportation Act madec it very difficult for informal activity in the transport scctor.

The Act is currently under review. The usc of Presidential Powers to superscde this
17



Act has seen the increased activity of alternative modes of transport, especially
minibuscs with a carrving capacity ol morc than scven passcngers. This was
prohibited under the Act.

In the same vein as the above measures, there has been a move to relax the permit
svstem that only allowed operators to move goods only within stipulated points.

[t 1s very difficult to cstablish the number of informal scclor operators in this scctlor
despite its prolific nature. Those operators who operate within specified regulations
would most probably (all outside the scopc of the informal scctor. And vct on the
other hand their undelined working hours still throw them squarcly within the ambit
of the informal sector.



SECTION 11 FINANCIAL SERVICES

2.1 Overview of Financial Sector

Financial scrvices arc the most intcrnationally active scrvice scctor, and trade and
forcign dircet investment in the scctor is growing. At the same time this sector is
uniquc in that it is considercd stratcgic by governments in that (inancial
intermediation channcls investment and at the samc time is central to the payments
mcchanism and value storchousc of an cconomy. ° Becausc of the strategic nature of
financial services, governments are intercsted in monitoring and regulating the
operations of financial institutions so as to maintain a stable currency and a smoothly
operaling payvments system.

Comparcd to many devcloping countrics, the financial intcrmediary system of
Zimbabwe is well devcloped and flairly sophisticated. The (inancial institutional
structurc is broadly bascd and consists ofthe following: The Central Bank i.c. The
Reserve Bank of Zimbabwe, [ive commercial banks, (our merchant banks (accepting
houses). six finance houses, three discount houses. [our building socictics, insurance
companics, pension funds, the Post Office Savings Bank. development [inance
institutions and the Stock Exchange.

In 1992, (latest available data), finance and insurance accounted for almost 3% of
domestic product and only for 1.6% of employment (infact the emplovment figure
includes real estate). Emplovee earnings (including real estate) on the other hand
were just over of 6%. This, in a way. reveals the relative skill intensive nature of
financial institutions compared to other sectors of the economy. The contribution of
the financial sector to gross product. capital formation, emplovment and earnings 1s
depicted in tables 1.1 to 14 in section 1 above.

Between 1980 and 1991, the (inancial sector had an avcrage growth rate of 1% in rcal
lerms.

Howcver, 1t should be pointed out and stressed that the level of development and
sophistication of the lnancial scctlor of Zimbabwce has been blown out of proportion.
In the past, there was very himited competition among financial institutions cspecially
with rcgards to altracting dcpositors.

Sincc independence up to 1991 the banking scctor of Zimbabwe has been
characterised by cxcess liquidity. This 1s reflected by the fact that the liquidity ratios
of commercial banks. accepting houses, finance houses and building societies have
becen consistently higher than the statutory minimum: sce table below:

3 "Transitional Carparation, Services and the Uruguay Round”, United Nations Centre for
Transnational Corporations, New York, 1990.



Table 2.1.
Liquidity Ratios of Banks and Other l'inancial Institutions

Institutions Actual Ratios (%)

1984 1985 1986 1987 1988 1989 1990 1991 1992 1993*

Commercial

Banks 44 46 44 43 42 44 44 11 13 13
Accepling

IMouses 47 48 46 49 43 41 47 18 25 22
Finance

Mouses 24 25 24 27 22 22 15 13 15 14
Building

Socieliss 18 22 23 21 25 24 20 13 13 22
Source: Quarterly  Lceonomic  and  Statistical  Review.

*iguidity ratios for 1993 are  averages for the first nine  months  of thatyear.

Nolecs:

e With cffcct from 21 Junc 1984, commercial banks and accepting houscs required to
hold liquid asscts cqual to 40% of their liabilitics to the public as at the previous
month end.

With effcet from 20 December 1989, inance houses arc required to hold liquid asscts
cqual to 13% of their liabilitics to the public as at the end of the previous month.

o With effect from May 1984, building societies are required to hold liquid assets equal
to 13% of their habilitics specificd in scetion 37 (2) of the Building Socictics Act
(Chapter 189).

*  With effect from 11 October 1991. commercial banks, merchant banks, financial
institutions and building socictics arc required to hold liquid asseis cqual to 10% ofl
their liabilitics to the public as at the cnd of the previous month.

Financial institutions have primarily lunctioncd as a mcans of channclling private
scctor savings to the public scctor through short term loans to the Agricultural
Marketing Authority and through the purchase of medium and long term
Government bonds.  Private investments were not crowded out becausc there was
limited demand for credit. The Central Government budget has been and still is a
major user of domestic financial resources primarily from the institutional investors
and thc Post Office while the Agricultural Marketing Authority has borrowed
extensively from commcrcial banks., In the past, it was possiblc to lullil a large public
sector borrowing requirement without crowding out investment because of foreign
currcncy shortages. The availability of forcign cxchange ol both working and fixcd
capital was thc binding constraint on production cxpansion and as a rcsult, the
demand for private domestic credit was correspondingly depressed. Ifthe foreign
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exchange bottleneck is released. and productive investment increased, manufacturing
scctor credit demand will incrcasc and to avoid crowding out. cither by credit
rationing or by incrcascd interest rates (or the private scctor, then public scctor
borrowing should be reduced.

An arca ol concern with regards to the development ol the manufacturing scctor is
the conservative bias of financial institutions in their banking policies, which is
against ncw and particularly small firms. Deccisions to lend arc bascd mainly on the
basis of prior carnings, crcdit history and strength ol balance sheet. Banks lend on
term basis for general cxpansion or against cquipment purchases mainly to long-term
clients. Private financial institutions undertake very little project oricnted linancing
and thercflore they usually do not usc rate ol return calculations in asscssing lending
opportunitics. Becausc they want to protect depositors' lunds. they tend to be risk
averse. Such policies tend to discriminate against cmergent businesscs which do not
have collatcral. This type ol development occurred because ofthe environment
within which linancial institutions opcrated, i.c. onc of limited competition, given the
cxcess liquidity in the economy.

Government did not intervene in the allocation of credit to the private sector.
However, in recent years, government has put pressure on commercial banks to
increase their lending to small firms. In response, some commercial banks have
established structures to deal with small businesses. For example, Standard
Chartered Bank established a "Small Business Loan Scheme" and a "Small Business
Unit" (SBU) in 1988. Barclays Bank launched its "Small Business Unit" in August
1989, while Zimbank created a small Business Services Division in October 1990.
The small business units of the commercial banks referred to above provide a
mixture of financial support, advisory and training services to small firms.

2.2 Structure of the Financial Sector

Like in cvery country, the Rescrve Bank ofZimbabwe is at the apex of the [inancial
scctor. It performs the normal functions of a central bank such as issuing coins and
notes. being custodian of gold and other foreign assets. banker to government,
banker's banker and lender oflast resort and [inally it controls money supply.

Commercial Banks:- The five commercial banks are Stanbic (formerly ANZ
Grindlays) Barclays Bank, Commercial Bank of Zimbabwe (formerly Bank of Credit
and Commcrce Zimbabwce), Standard Chartcred Bank and the Zimbabwce Banking
Corporation (Zimbank).

The owncrship of commercial and merchant banks in Zimbabwe is both domcstic
and foreign. Ofthe five commercial banks that are operational in the country, two are
wholly forcign owncd, two others arc wholly locally owned and onc is partly forcign
and locally owncd.

Standard Chartered Bank is a wholly owned subsidiary of Standard Chartered Bank
PLC. Stanbic. formerly Grindlays Bank is 100% owned by Stanbic Africa Holding Ltd
(UK). On thc other hand, Zimbank, and Commecrcial Bank ofZimbabwe (CBZ) arc
wholly local owned. Zimbank, which is part of the Finhold group of companies. is
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61% owned by the Government of Zimbabwe. The other shareholders include
various insurance companies (16.4%). pension and provident fund (5.17%). Finhold
group trust (3.8%). nominee and trust companies (2.3%). and other companies and
individuals. CBZ, formerly Bank of Credit and Commerce (Zimbabwe), is 100%
owned by the Government of Zimbabwe. Barclays Bank is both foreign and locally
owned. Barclays Bank PLC (UK) controls 66% of the shares. Old Mutual Insurance
Company controls 25%. The rest of the shares are controlled by First Mutual
Insurance Company (2.7%), the National Railwavs of Zimbabwe (NRZ) Pension
Fund (2.3%), non-resident individuals (0.3%)., and the rest are controlled by resident
individuals.

Commercial banking is the largest [inancial sub-sccior. Commecrcial bank lending is
mostly short term to (inance working capital requirements of industry and
agricultural linancc. Most of the loans arc lincs of credit (generally termed overdraft
facilitics) usually provided against rcal property or commercial asscts as collateral.
Under certain circumstances. medium-term lending 1s granted (three to scven years),
but normally this type ollending is catcred for by merchant banks or [inance
companics. In addition. commercial banks arc significant providers of lunds to
central government through their holdings of government paper and also to some
parastatals, cspecially the Agricultural Marketing Authority. In 1987, around 50% of
their lending was 1o the public scctor.

Mecrchant banks (accepting houses): In Zimbabwc mecerchant banking dates back to
1956. Some of the merchant banks arc subsidiaries of commercial banks, while
others are owned by other entities. These are First Merchant Bank (Anglo American
Corporation), Mcrchant Bank of Central Africa (consortium of ovcrscas banks),
Standard Chartercd Mecrchant Bank (Standard Bank). and Sy(rets Merchant Bank
(Zimbank).

With rcgard to mcerchant banks, somc arc owned by the commercial banks listed
above while others arc owned by other cntitics.  Standard Chartered Merchant Bank
is a wholly owncd subsidiary of Standard Chartered Bank and Syflrcts Mcrchant Bank
is wholly owncd by Zimbank. The Mecrchant Bank of Central Africa is owned by a
consortium of overscas companics including Hill Samucl Company Lid (UK) NM
Rotschild and Sons (UK), Bank Amcrica (USA) Banquc Nationalc dc Paris
(Francc), Banquc Rotschild (Francc). Drasdncer Bank AG (Germany), Amax
Incorporatcd (USA) and Tanks Investment Lid (Zimbabwc). First Mcrchant Bank is
owncd by the Anglo Amcrican Corporation and the National Mcrchant Bank (NMB)
is owncd by a varicly ollocal sharcholders including First Mutual Lifc Insurance
Company, Local Authoritics Pcnsion Fund, NRZ Pcension Fund, Mining Industry
Pcnsion Fund, Rio Tinto Company cic.

Merchant banks, technically known as accepting houscs. arc gearcd mainly 1o
corporalc nceds and large account holders. They finance (orcign trade through
granting of acceptlance credits, process commercial Ictiers of credit and forcign bills
ol cxchange. provide short term financing. bridge linancing., and [orcign cxchange
transactions and dcalings. Merchant banks and commercial banks are Zimbabwe's
only authoriscd private forcign currency brokers. Merchant banks also engage in the
floatation of public companics and arc authorised to undecrwritc necw issucs, manage
portfolios, raisc development capital, and arrange [inancing [or mergers and
takcovers.
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Finance Houses: There arc six [inance houscs - Stanbic Finance (Stanbic), Fincor
(Privatc Company), Scotlin (Zimbank). Standard Finance (Standard Chartered),
Finhold (Zimbank) and UDC (public company). Thesc normally provided finance to
purchasc both consumer durablcs and capital cquipment on a hire purchasc basis.
However, since the mid-1980s government issucd a dircctive that led to a shilt of
financing capital goods. Financc houses used to lease capital equipment. but this has
been inhibited by the tax regime. Sales tax is raised on both the principal amount and
the finance charges and also on the terminal value ifthe items are subscquently sold
to the lcsscc. At lcast one of the finance houscs has introduced a new service, namely
debtors financing (termed lactoring). With [actoring. UDC undertakes to pay up to
80% of outstanding dcbts uplront. and this cnables a company to maintain its cash
flow and concentrate on its corc business activity while lcaving the finance house Lo
collcet the outstanding dcbts.

Building socictics: The three building socictics arc, the Central African Building
Society (CABS), Founders Building society and Beverly Building Society. The
building socicty movcment in Zimbabwe dates back to 1924, They specialise in
providing mortgage [linancce [or cxisting buildings and ncw construction activitics.
Theyv are also significant providers of funds to government and local authorities,
through their holdings of short-dated stock and play a major role in providing lunds
for the devclopment of low cost housing schemes.

Discount Houses: The two discount houses accept call money from banking and
other institutions. They invest this in short-dated assets such as treasury and other
bills and government securities.

P.0.S.B: Thc Post Officc Savings Bank accepts savings and time deposits from large
and small savers. The P.O.S.B. has attracted substantial savings from the public
becausc it held a competitive advantage over other institutions since it offers tax-[ree
dcposits.

Insurance Companies and Pension Plans: There arc about 50 insurance companics
and over 1 200 pcnsion lfunds opcrating in Zimbabwe. These arc csscentially long
term investors. Sixty percent of their assets must be invested in Government and
parastatal sccuritics and the rest 1s normally in property, cquily, corporate decbentures
and somc dircct industrial term loans.

These 1nstitutions play an important role in the operation of the stock exchange and
the capital market in general by channelling (unds both to government and the
privalc scclor.

Government sct up the Zimbabwe Re-insurance Corporation as a wholly owned state
institution to dcal with the outflow of forcign cxchange arising [rom rc-insurancc.
The role of the corporation is to create. develop and sustain local retention capacity
of re-insurance busincss.

Credit Guarantee Company (CGC): This was formed under the name of FEBCO in
1978 and was resuscitated in the late 1980s to overcome problecms laced by
commercial banks in lending to small firms duc to arrcars that had riscn to a level
where banks had curtailed lending to small firms. CGC isjointly owned by the
Reserve Bank (50) and the five commercial banks (10%). It operates by cextending
guarantccs ofup to 30% of the amount being loancd by a commercial bank for a
small project.
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Development Finance Institutions: There arc three development finance
institutions, namcly the Small Entcrprisc Development Corporation (SEDCQO). the
Zimbabwe Development Bank (ZDB) and the Agricultural Finance Corporation.
SEDCO was cstablished by Act of Parliament in 1984, to provide [inancial assistance
and training scrvices to small-scalc cntcrpriscs.

Likc SEDCO, ZDB was cstablished by Act of Parliament (in 1983). Tt is owncd by
government to the tunc of51%. Other share holders arc; the Rescrve Bank (7%).
the African Dcvclopment Bank (8%) and the remaining 24% is sharcd among the
Commonwcalth, Europcan, Finnish, Dutch and German devclopment agencics. As a
development bank its objectives arc to provide medium to long term loans, cquity
and tcchnical support to productive cntcrpriscs in the country. The bank placces
considcrable weight to projects that arc in line with national dcvelopmental
objcctives such as cmployment creation, forcign cxchange saving or gencration,
devclopment of linkages and the promotion of indigenous ownership and
managcment,

The AFC is a wholly government parastatal that is the successor of the former
Southern Rhodesia Land Agricultural Bank, after its amalgamation with the
Agriculture Assistance Board. lts overall mandate is the promotion of agriculture
through the provision of credit. It plays a crucial role in the provision of short.
medium and long term loans for seasonal inputs, capital equipment purchases and
land acquisition and development.

Since 1990, most development lending by the AFC 1s dirccted to small scale
communal and rcscttlement farmers and is under-written by government,
Commecrcial lending 1s advanced to the commercial farming scctor.

Venture Capital and Joint Ventures: There arc scveral investment
companies/institutions that can be used by the manufacturing sector in raising
investment capital by way ofjoint ventures. These include, the Venture Capital
Company of Zimbabwc (VCCZ), Zimbabwc Dcvelopment Corporation and Hawk
Ventures Ltd. In general, these provide equity and other forms of financing. and in
some cascs lechnical assistance to new and expanding business ventures of differcnt
sizcs. In addition, there arc scveral Corcign institutions which do not have offices in
Harare, but which offer equity finance for small enterprises in African countries.
These are listed in the ZDB/CZI handbook on projcet [inance.

The Zimbabwe Stock Exchange: The Zimbabwe Stock Exchange based in Harare
was given legal status through an Act of Parliament in 1974, but it had been operating
since 1946. Currently 62 companies are listed on the stock exchange and investment
is largely institutional (85%). Thus private investment represents only 15% of the
total investment on the stock exchange. Foreign investment is permitted under the
following conditions, i.e. that only 5% per investor or collectively 25% of the entire
issued share capital of a company can be purchased by foreign investors and that
capital gains and dividends may be freely remitted to the investor after the pavment
of relevant taxes.

Therc arc a total of live stockbroking lirms which arc operational in Zimbabwe.
through which investors may purchasc sharcs on the stock exchange. All the flive
companics arc based in Hararec.
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2.3  Regulatory Framcework

There arc (our statutory instruments that govern the opcrations of banking and
financial institutions. These arc thec Reserve Bank of Zimbabwe (RBZ) Act
(Chapter 173), The Banking Act (Chapter [88), The Building Socictics Act (Chapter
[89) and thc Post Officc Savings Bank Act (Chapter 249). The RBZ Act dctails the
ficld of opcration of thc RBZ to havce control over the banking scctor and (o monitor
the reserve balance that banks arc rcquired to hold with the Rescrve Bank. For
instance commercial and merchant banks and finance houscs must hold a minimum
rcserve balance with the Rescrve Bank cqual to 0% oftheir demand deposits
(including savings) plus 4% of thcir timc dcposits.

The Rescerve Bank is also empowered (o change thesc ratios when nccessary, but with
the permission ol the Minister of Finance. The Banking Act (Chapter 188) applics to
commecrcial banks, merchant banks, discount houscs and (inancc housecs and it
outlincs the conditions of opcrations of these.

Rcgulations governing the opcrations of the (inancial scctor can be broadly
catcgoriscd as f(ollows:-

« Those aimed at protecting the dcpositors;
* Thosc that definc/limit the opcrations of the different types of (inancial institutions;
®  Those that govern entry of new institutions: and

o Thosc that aflect the lending/borrowing policies of the financial institulions.

Beflore discussing these regulations, it should be pointed out that the legal lramcwork
that govern the operations of financial institutions is quite out-moded and is in a way
not compatible with the current policy thrust. The banking Act is thercfore being
reviscd and consultations in this rcgard, arc going on between government and the
relevant financial institutions. The regulatory framework at this point is therefore a
rather clusive phenomenon and any attempt at providing a picturc ofthe framework
is like shooting at a moving targct.

2.3.1 Regulations Aimed at Protecting Depositors:.

Rcgulations aimed at protccting depositors arc also aimcd at cnsuring viability and
continucd cxistiecnce of the (inancial scctor. In other words they arc aimed at avoiding
bankrupty. In (act at a global level, (inancial scetor recgulations cvolved in responsc to
a tendency ofunrcgulated lnancial institutions getting info recurring criscs and this 1is
damaging to dcpositors, investors, policy holders, industry and commerce and to the
wholc cconomy. Such an occurrence can have tremendous spill-over c¢lfcets in that
potential depositors can lose conlidence with (inancial institutions and kcep their
savings "in thc mattrcss” as il werc.

Minimum Capital Requirements: The Banking Act specifics the legal minimum
capital of the different financial institutions. For commercial and merchant banks,
the Act rcquires that these should have a minimum paid up cquity capital and
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unimpaired reserves of Z$1 million. For discount houses and fnance houses, the
figure is Z$0.5 million. The minimum requirements apply equally to institutions with
hcad offices in Zimbabwe and those that have hicad ofTices outside Zimbabwe. In the
latter casc, 1t 1s the offices and branches n the country that together arc required to
maintain the minimum specified capital and unimpaired reserve funds.

Maximum Liabilities: Financial institutions are required by law to have liabilities to
the public which at any time do not exceed ten times the aggregate of their paid up
cquity capital and unimpaircd reserve funds 1 the country. This regulation applics
equally to those financial institutions with head offices in Zimbabwe and those with
hcad offices outside Zimbabwe. [n the later casc the requirement is that the offices
and branches i Zimbabwc should have Labilitics to the public that cxceed ten times
the aggregate of capital and unmimpaired reserve funds in Zimbabwe ofthose offices
and branches.

Minimum Holding of Specified Assets: With effect from October 1991, commercial
and merchant banks, finance houses and building societies are required to maintain a
minimum holding ofliquid assets equal to 10% of'their liabilities to the public as at
the end of the previous month. Prior to that date, commercial banks and accepting
houses were required to hold liquid assets equal to 40% oftheir Labilities whilst
building societies and finance houses were required to maintain a ratio of at least
15%.

OfTicecs and branches in Zimbabwe ofinstitutions with hicad offices outside the
country arc rcgarded as ilthey consbilulc scparalc institutions carrying on business in
the country. Therefore all the lLiabilities to the public and assets ofthose branches
and oflficcs in the countiry arc regarded as il they constituted liabilitics ol scparatc
mstitutions. In addition habilitics to the public arc dcemed not to include Liabilitics
to the head office of branches outside Zimbabwe

For thosc nstitutions with head officcs in Zimbabwe, with the approval of the
Registrar, their liabilities are deemed not to include liabilities to an equity
sharcholder outside Zimbabwce ofl that institution. Except with the approval ol the
Registrar, no portion of the mimimum hquid asscts required to hold and maintain can
be pledged or encumbered. Failure to comply with this requirement results in a

penalty.

232 Regulations Governing Operations: 1 ransactions

This class ofrcgulations is aimed at defining the opcrations ofdilferent types of
financial institutions, with the am ol scgmenting these operations. The regulations
also prohibit certain transactions by some financial institutions.

With regard to segmentation of operations, commercial banks are not allowed to lend
for building while building socictics cannot lend lor working capital requircments of
firms. The Post Office Savings Bank and building socictics arc not allowed to issuc
cheque books. Only commercial banks and accepting houses are authorised to accept
decposits ol moncy withdrawable by cheque, dralt or order payable on demand.
Previously building socictics were not allowed to issuc ncegotiable certificates of
deposits, but this has been relaxed. Commercial banks and accepting houses are
prohibited by law from cngaging on their own account, in the wholcsale or retail
tradc including the cxport or import trade unless 1t is necessary 1n the course of
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recovering debts. I[n addition they arc prohibited lrom acquiring or holding
immovablc property except for conducting business or providing housing amcnitics
for stalT.

[n general commercial banks are not allowed to take cquity in non-Banking
mmstitutions. Banks fcel that at times 1t 1s better to blend debt and cquity. At the
moment this occurs only on exceptional basis e.g. in cases where companies are on
the verge ofbankruptcy and arc lailing to sustain debt scrvicing. However, this
rcgulation is being reviewcd.

2.3.3 Regulations Governing Entry

The Banking Act docs not have cxplicit regulations governing cntry of ncw busincsses
into the linancial scctor other than the neced to comply with the Banking Act in terms
of minimum capital requircments and other opcrations. But cvery [inancial
institution should be registered with the registrar of financial institutions and building
socictics.

In considering a new venture, the registrar requires that such a venture raise at least
Z$1() million in liquid assets in the case of commercial and merchant banks. In the
case of building societies. finance houses and discount houses, an amount equivalent
to Z$5 million should be raised. The amount should be raised not through
borrowing. The registrar strives to ensure that any new financial institution should be
potentially viable. There is therefore the requirement of a feasibility study which
proves viability before any new commercial bank, merchant bank. building society.
discount house or finance house is registered. The feasibility study should identify
the target group of clients 1.e. the deposit base. In addition it should provide proof
for financial back-up during periods oflosses. This requirement is also aimed at
protecting depositors' funds.

At the present moment, financial institutions are facing a liquidity crisis although this
is casing. Competition among [inancial institutions for depositors unds has
mmcrcascd tremendously in the past two ycars or so. They arc introducing scvcral
instruments to lure new clients and keep existing customers. The increasing internal
compctition makes it difficult for ncw cotrants to be potentially viable especially
given the limited market size of the country.

The registrar of financial institutions encourages and requires foreign banks to have
local counterparts. There is no fixed local participation but it i1s expected to be in the
order of 30% to 40% or more. But at the moment potential local counterparts are
facing a liquidity crunch due to the tight monetary policy. There are already several
international banks that have representative offices in the country and are exploring
the market. These include the Meridian Bank, Bank Mees and Hope (Dutch). Bank
of Yugoslavia and Society Generale. These are not operating as banks but can
facilitate loan syndication.

The banking scctor in Zimbabwe 1s dominated by British banks. The country
therefore has a bias towards non-British banks in order to install a new culture into
the banking scctor. [n particular cxisting banks have tended to stick to well
cstablished customers and arc very risk averse. Spceial consideration i1s being given
to those willing to take greater risk and in the process promote new businesses.

The registrar takes keen interest in approving directors, especially foreign ones. but
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also locals. The office prefers that the board consists of dircctors with dilferent
backgrounds such as lawyers. accountants, cconomists, industrialists ete. [t 1s to
national interest that new institutions cncourage devclopment of local skills and
introducc ncw technologics and products. The chiel exccutive or managing director
should not have becn put to liquidation beflorc.

2.3.4 Regulations Affecting Lending and Borrowing Operations

These regulations generally arise from government concern over macro-economic
management, with the purpose of attaining sectoral and social developmental
objectives. Financial institutions distribute credit and interest rate regulations can be
used to benefit certain social groups. In addition. these regulations can be used to
control money supply and hence, the rate of inflation. The Reserve Bank of
Zimbabwe has generally emploved traditional monetary instruments, especially the
determination of liquidity ratios and discount rates. Open market operations have
also played an important role.

The recent and current linancial and monctary scctor policics arc aimed at containing
mflationary pressurcs and mobilising domestic savings. Up to the end of 1989, the
Reserve Bank fixed the minimum lending rates and maximum deposit rates for banks
and linancc houscs. As a result, the level and structure ol intcrest rates remaincd
stable whilc inflation rosc during the past [ew vcars. Beginning October 1989, the
Reserve Bank adopted an active monetary policy stance in which indirect methods of
controlling credit and moncy supply and rcgulating the [linancial system are uscd.

"Essentially, the new system involves introduction of Base Lending Rates (BRL)
which are fixed taking into account prevailing market interest rates. Maximum
lending rates which are discriminating on the basis of sector are set by stipulating
specific margins over the BRL. *

In August 1991, minimum rates on demand and savings deposits were introduced,
and this marked a departurc from carlicr practice. With minimum rates stipulated,
ratcs on savings and demand deposits could move up to any level.

In general. it can be said that. from the sccond halfof 1991. the Reserve Bank has
applicd a restrictive monctary policy and this has causcd shortage of liquidity in the
money market. The high interest rates and liquidity crisis has become a major
constraint on manuflacturing and other scctors ofthe cconomy. Companics
particularly that arc agro-bascd (c.g. lood proccssing and textiles) have cxperienced
problems due to the last drought. These problems are worsened by high interest
rates to linancc working capital through borrowing. Finally, the viability ofncw
projccts that tend to have a high gearing ratio is adverscly affccted and hence there 1s
a squeeze on investment.

With the financial sector reform programme. interest rates were [reced [or the
banking scctor. The Finance Housc Association has been holding cxtensive
discussions with government to be able to push up interest rates on hirc purchasc to
cushion them against the high cost of borrowing. The hire purchase legislation

4 H. Ndaro, "Structural Adjustment and Financial Sector Refarms", Paper presented at ZIDS
Workshop on Economic Structural Adjustment Programme in Zimbabwe, November 1991.
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prevents (inance houses [rom passing on intercst incrcases to hire purchasc
borrowers. This 1s being revised so that interest rates arc (reed (or all Mnancial
institutions.

Howcver, mortgage rates [or building socictics arc government controlled. This in
turn implics that building socictics cannot offcr high interest rates to depositors.
These institutions borrow (rom the public in order to lend to the public principally
for home ownership, but also for industrial and commercial property development.
They therelore compete with other (inancial institutions for individual, corporate and
institutional savings. Beccausc of the higher interest rates offercd on savings by the
banking scctor and the Post Officc Savings Bank. building socictics have lost scveral
hundreds of millions of dollars worth ol depositors to thesc institutions. Their
position has been worsencd by the flact that they borrow short term and lend long
term. Building socictics can now issuc ncgotiable certilicates ol deposits which
mecans that they can borrow at a high intcrest rate e.g. 35%. but the rate at which they
can land is governed at a lower level.

The long term solution to the crisis faced by building socicties is not to free intercst
ratcs. There is a limit to which interest ratcs can be incrcascd and have housing
affordable. The long term solution lies in controlling inflation and the general rise in
interest ralces.

Govcernment has on somce occasions comc 1o the rescuc ofbuilding socictics by
providing loans. For cxamplc in Junc 1992, government injccted about Z$110
million to the three building socictics. Building socictics have also been allowed to
offer a tax frce account - but for a minimum of two vears. But stll this docs not quitc
cover the differential interest ratces.

2.4 Regional Co-operation Arrangements

Zimbabwc i1s a member ofthe African Development Bank. The Rescrve Bank of
Zimbabwe i1s a member of the Association of African Central Banks which promotes
co-opcration among its members. The African Centre for Monectary Studics provides
rescarch services on monctary matters to this organisation. There is also a
harmonisation programme to encourage co-operation among regional financial
institutions.

Trade in the sub-region has been enhanced by the establishment of the P. T A.
clearing housc in Harare. It is administered by the Reserve Bank.

Non-residents are allowed to invest funds from an external source through normal
banking channcls to purchasc sharcs on the Zimbabwe Stock Exchange and arc
permitted to disinvest and repatriate their capital provided the amount does not
cxceed $20.000.

2.5  Insurance Companics

There arc broad catecgorics ol insurance busincsses, namcly lifc and non-lifc
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insurance. Non life insurance companies provide property insurance against fire and
associated risk. accidents e.g.breakage of goods in transit, motor insurance and
engineering insurance. Engineering insurance covers losses when factory machinery
breaks down by accident. Some insurers engage in marine and aviation insurance to
cover goods being exported or imported. In addition there is insurance against loss of
profits which might arise from the accident mentioned above. Some companies
require insurance against injury to emplovees, in addition to the workmen's
compensation. Some insurance companies also provide insurance against liabilities.

The major rcgulations rclating to the opcration ol insurance companics arc aimed at
salc-guarding clicnts, and also at satisfying govcernment (inancial recquircments.

The Insurance Act of 1987 required insurance companies that are not in life
insurance business to maintain a margin of solvency such that the total value of assets
exceed the amount of liabilities by one million dollars or 23% of net premium
income in the processing vear - which ever is greater. For life insurance business, the
total value of assets should exceed liabilities under unmatured life policies by one
million dollars or an amount that the commissioner of insurance may determine on
the advice of the insurer's actuaries.

These requircments do not posc a problem to insurance companics since the
companics rccogniscd and apprcciate the nced for protection of policy holders. In
fact most companics have their solvency margins,

Insurcrs arc also rcquired to hold at lcast 30% of their investmcents in government
stock. Howcver, this requirecment is scen as burdensome to some cxtent. Insurcrs
feel that for practical purposes the figures are on the higher side.

Life insurance companics arc requircd Lo maintain in Zimbabwe a life insurance
fund, unimpaired assets of an aggregate value no less than the total lLabilities of the
company in Zimbabwc in respect of:

1) unexpired premium reserves,
i1) nct outstanding claims and

1) provision for the claims, incurrcd but not rcported.

Companics that undcrtake both lifc and other insurance business arc also required to
maintain unimpaircd rescrves to cover their labilitics. The insurance (und that cvery
insurer is requircd to maintain is to be held in prescribed asscts in such proportions
as dctecrmincd by the Minister of Finance, Economic Planning and Dcvclopment.

Insurance brokers are also rcquirced to hold and maintain investment in approved
sccuritics ol not less that $23 000,00 or a greater amount which the Commissioner of
Insurance may determine. In addition cvery insurance broker should maintain a
professional indemnity insurance with a limit of liability of not less that $500 000 or
50% nct brokage incomce in the last proceeding vear. This type of policy should be
insurcd in Zimbabwe.

The Insurancc Act prohibits insurance companics [rom carrying outl insurance
business outside Zimbabwe to cover risk that can occur in Zimbabwe.

The 1987 Insurancc Act requirces that all insurancc companics opcrating in
Zimbabwe should have a controlling interest held dircetly or indirectly by a person or
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persons who arc citizens of Zimbabwe ordinarily resident in the country or
permancnt residents of Zimbabwe. For cxisting insurance companics, this
requirement should be fulfilled before the 1st August 1993.

In general, insurance companies in Zimbabwe have accepted to comply with 51%
localisation requirements. However. some companies feel that this is not quite in
line with the current economic reform programme. There are certain advantages that
accrue to subsidiaries of international insurance companies. These are in the form of
technologies, exchange of knowledge through such things as provision of external
training programmes funded by the parent company. Ifthe major foreign
shareholder loses interest in a subsidiary because it does not hold at least 30% ofthe
shares, then some of these benefits could be lost.

It should be pointed out however. that a company can have a controlling interest in
another, cven with less than 30% sharcholding. provided that the remaining sharcs
arc divided among many othcr small sharcholders. A lorcign sharcholder with less
than 30% ol the shares can therelore still make the major decisions at a lower risk
cxposure.

On the localisation drive, if an external investor wanted to sell off some shares to
meet the 31% local share-holding requirement, money paid is not remittable
externally. The alternative way of meeting that requirement would be by increasing
the share capital. Unfortunately most insurance companies feel that they do not need
to increase their share capital at this point in time.

2.6 Financial Sector Survey Results

2.6.1 Introduction

To assess the contribution of the financial sector to the dvnamics of the national
cconomy. a questionnairc was administered to various represcentatives ol the scctor
which included commercial banks, building socictics, merchant banks, devclopment
finance institutions and representatives of insurance companies and pension plans.
Interviews were also carried out with representatives ol the major clicnts of the
scctor including, agriculturc (Commercial Farmers Union and National Farmcrs
Union), industry (Confederation of Zimbabwe Industry), commerce (Zimbabwe
National Chamber of Commerce) and the indigenous business pcople (Indigenous
Busincss Devcelopment Centre) to asscss the adcquacy of the services provided by the
sector to its clientele.

2.6.2 Service  Provision

The survey results indicated that the various [inancial sub-scctors still provide the
traditional services assigned to them especially to the domestic market with very little
or no cxportation at all. Commercial banks perecived their major function to be
banking, thus thc opcration ofindividual and corporatc accounts and provision of
short term credit facilities. Building societies on the other hand described their
scrvices as the provision ol mortgage [inance and the operation of savings accounts.
For mcrchant banks, thc main activitics were described as the acceptance of deposilts,
lending and the provision of financial advisory services. In the case ofthis sub-sector,
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in ccrtain cascs, the [inancial advisory scrvice and management consultancy scrvice is
cxtended to clients beyond the Zimbabwcan borders, cspecially in Botswana and
Malawi, through links with associatc firms. Also in the samc sub-scctor, there 1s a
significant development ofnew scrvices, for cxample, the introduction of intcrest
hedging by Standard Chartcred Merchant Bank of Zimbabwe and rctail credit by
UDC Limited. UDC also has plans to introducc Icasc hirc in the short tcrm and
insurance products in the long term. The main insurance companics described their
activitics as lifc assurancc and group pension schemes.  In addition they usc
substantial amounts of thcir proflits for investment in rcal cstatc for both residential
and commecrcial purposcs.

2.6.3 New  Services

The survey results show a glaring lack of plans to introduce new scrvices m almost all
the sub-scctors cxcept for onc merchant bank, onc finance housc and the Agricultural
Financc Corporation (AFC). Somc merchant banks plan to introducc ncw scrvices.
The AFC whosc main activity is currently {o provide loan lacilitics to farmcrs in both
the large scalc and small scale agricultural sub- scctors intends to introducc banking
scrvices [or s clients in the long tecrm. Most of the other institutions were more
concerncd about improving the quality of their current services through processcs
such as compultcrisation of functions. Compulcrisation programmes arc laking place
in almost all institutions in the scctor. Among the commercial banks and building
socictics, the process includes the introduction of Automatic Teller Machincs
(ATMs) in all of them cxcept the Commercial Bank of Zimbabwe and Stanbic. In
these two sub-scctors this technological development is aimed at specding up the
banking proccss and climinating qucucs. It is also aimecd at improving banking
convenicnee by providing an aflter hours banking [acility,

The introduction of on-line (acilities at tcller's counters has improved teller scrvice
considerably. The computerisation programme has also led to nation-wide
nciworking of cach institution's branchcs making it casicr lor transfers to be cffected.
In the particular casc of the Central African Building Socicty (CABS). plans arc
under way to place terminals in leading chain stores to enable account holders to use
thcir CABS cards [or shopping. Compulcrisation also dominatcs most institutions's
futurc plans. Particular cxamplcs include plans to upgradec management information
systems, to introduce cashless transactions and to reduce manual production of
information.

264 I'xportation  of Services

The survey results indicated that there was virtually no cxportation of services by the
Zimbabwcan flinancial scctor. TIn the casc of all respondents cxcept UDC and
Standard Chartered Merchant Bank. there was no exportation of services. Neither
had there been any atiempt to export scrvices. There were also no indications of
futurc plans to venturc into the cxport market. In the two cascs where some services
were exported, the services are provided through associated firms in the respective
countrics of scrvice destination. The Zimbabwc Banking Corporation (ZIMBANK)
has also venturcd into the forcign market. through the cstablishment of Zimbank
Botswana which is a subsidiary of Zimbank Zimbabwe limited. Internal
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infrastructural scrvices were considered, i onc ofthe cascs to be the major obstacle
to the cxportation of scrvices. In the other case, both the internal and (orcign
rcgulatory cnvironment was cited as the mnhibiting (actor. Howcver, ovcrall, there
scecmed to be a lack ofkcenness on the part of the scctor in genceral to test cxtcrnal
markets.

265 Competition  Within the Domestic Market

The Zimbabwean financial sector consists of about seven sub-sectors. Competition
within each ofthe sub-sectors i1s limited by factors ranging from the predominance of
one or two institutions, through the existence of a limited number of institutions, thus
promoting monopolistic tendencies. to the existence of government regulations which
favour some institutions at the expense of others.

The commercial banking sub-scctor 1s the largest [inancial sub-sector. [t has [ive
banks. However, Standard Chartercd Bank prcdominates this sub-scctor with a
control ofover 30% of the national market. The samc situation cxists within the
building socicties sub-scctor. Ofthe three building socictics there arc in this
sub-sector, CABS controls 32% ofthe national markct while Beverly and Founders
control 28% and 20% respectively. The insurance sub-sector is predominated by Old
Mutual. The lnance houses sub-scclor consists of six (irms most ol which arc linked
to the commercial banks. I[n this sub-scctor, UDC. which 1s a public company.
controls about 40% ofthe market. The other sub-scctors consist of two discount
houses. onec credil guarantce company, the Post Office Savings Bank (POSB). two
devclopment (inancc institutions and the AFC.

The POSB enjoys a competitive advantage against all the other financial institutions
because it offers tax-free investments for both savings and fixed deposits at higher
rates than any other institution. Its current rate of tax-free interests on fixed deposits
1s 21.75% while that for building societies' paid up permanent shares 1s 13%. The
development finance institutions are state corporations that were established by Act
of Parliament and given special mandate. Three such institutions exist. The Small
Enterprises Development Corporation (SEDCO) has the task of offering financial
assistance and training services to small scale enterprises. While the commercial
banks have also set up small business units, as mentioned before. SEDCO has a
competitive advantage over these because it can offer concessionary lending rates
since it can acquire funds from government at lower cost. For the same reason, the
AFC which offers financial assistance to the agricultural sector, also has a
competitive edge against the agribusiness units of commercial banks. The Zimbabwe
Development Bank playvs the unique role in supporting productive ventures which are
in line with national development objectives.

Government has made cllorts to target (inance to the small business scctor by
providing Z$400 million that is being channclled through commercial banks at
concessionary lerms.

2.0.6 Constraints Faced in the Delivery of Services

The factors which respondents cited as constraining their opcrations arc subdivisible
into two categories. i.e.. those that concern the general environment within which
(irms opcratc and thosc that rclate to internal problems of individual (irms.



The lollowing cnvironmental factors [caturc promincntly in most of the responses:

»  High interest rates, cspecially as they alfect finance houses. This factor was viewed
as rcsulting from high inflation which in turn rcsulted from excessive recurrcnt
cxpenditure on the part of government.

+ The implementation of the Economic Structural Adjustment Programme (ESAP)
and the effect of a world recession which have reduced the viability of corporate
clients and increased the amount of non-performing accounts.

o Loan rcpayment problems cspecially as they affcct the development [inance scctor.

»  Inhibitive legislation.

The internal problems cited as constraining some of the institutions' operations
include shortage of expertise in such specialised fields as corporate finance. an
inadequate telecommunications infrastructure. and poor progress in the installation
of modern information technology svstems. Most of the respondents reported a drain
on their qualified personnel. There seems to be a high level of mobility of qualified
personnel within the financial sector in search of better packages. In a few cases, the
losses were reported to be to destinations outside Zimbabwe. For development
finance institutions, the loss has been to the private sector which offers better
remuneration packages than statutory corporations. Despite the turnover, all the
respondents reported having adequately qualified and trained staff to render them
competitive. The notion created then is that, except in a few specialised fields. for
example, corporate finance, more concerted efforts should be placed on programmes
to encourage staff retention by offering attractive packages. Emplovee development
and the recruitment of new personnel is also inevitable given the technological
advances which most of the firms are embarking upon.

The existence of adequate telecommunications infrastructure is indispensable for the
cfTicicnt opcration of modern information systems. The Post and
Teclecommunications Corporation provides this infrastructurc. Howecever. duc to
technological and manpower problems within the corporation, [inancial institutions,
cspecially banks and building socictics with on-linc scrvices, experience frequent
brcakdowns which may have adverse cffects on the quality of their services. The
compulterisation programmeces which most (irms arc undcrtaking depend on imported
technology. Flowever, a [airly large network of computer companies exists (o provide
backup secrvices.

2.6.7 Regulatory and Market Fnvironment

The rcgulatory framcwork of the financial scctor in Zimbabwce has been adcequatcly
described above. Specific sub-scctors have own concerns with regard to the
regulatory environment.

The development [inance institutions arc morc conccrned about government
intervention in their opcrations and would favour morc autonomous opcrations. The
same goes for the POSB. For the AFC, the expressed concern is for the statutory
provision of its cxisicnce to be amended to allow it to engage in innovative mcans [or
raising funds in order to compcic cllectively. In particular, the AFC rcquires the
authority to become deposit taking and to operate banking services so as to be able to
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providc a (ull (inancial package to its customers. The POSB is concerned about the
hcavy protcction and control by the government. Duc to this control, the bank 1s
forced to invest in government stock which at times has viclds lar below the market
ratcs. As such it would likc to scc a removal of this control to allow it to opcratc on
thc open market. Tt would also like to be divorced from its current marriage with the
PTC and be allowed to opecratc autonomously. As pointed out beflore, building
sociclics arc morc conccrncd about the unfair compctition which they have to endurc
as a rcsult of government control over the interest rates they can offer to depositors
which arc pegged at lower lcvels than those offered by the commercial banking
sub-scctor and the POSB. For cxamplc, between October 1991 and January 1993,
according to the Building Socictics Association of Zimbabwe, the sub-scctlor lost
about $330 million in dcposits to other Mnancial institutions which offcr competitive
raics. The result of this lack of compctitivencss has been the drying up of funds (or
morigage advances tom building socictics between 1991 and 1993, Commercial
banks, (inancc houscs and mcrchant banks arc morc concerncd about Reserve Bank
of Zimbabwe (RBZ) controls of the¢ financial scctor and its limits on thc opcrational
flcxibility ofinstitutions cspccially with regard to interest rates and cxchange
controls. Spccifically, this sub-scctor would like to sce a complete removal of
cxchange controls and a reduction of government cxpenditure in order to reducce the
crowding out ¢ffcct and rclcasc more [inancial resources to the open market. Tt
should bc pointed out however, that great strides have been made in relaxing lorcign
cxchange rcgulations, cspecially removal of forcign cxchange allocation. Insurance
companics arc morc conccrncd about the introduction of the compulsory pension
scheme under the National Social Sccurity Authority which threatens their own
cxistence.,

The following incentives were recommended as nccessary in order (o incrcasc the
viability of the financial sector:

»  reduction of corporate taxes in order to boost the performance of the productive
scctors and boost resources available for private reinvestment;

* reduction of interest rates for borrowers: and

* the crcation of a stable cconomic and political cnvironment conducive for both

domestic and foreign investment.

With regard to the liberalisation of foreign investment, various views were expressed.
On the gencral, the participation of forcign investors was viewed as undesirable. It
was only in only onc casc where there was a preflerence for a high level of forcign
investment to the tune of 75%.

2.6.8 The Adequacy ofFinancial Services in  Zimbabwe: 1he Views ofMajor Clients

The vicews of five major representatives of the clientele of financial institutions were
solicited with regard to the adequacy of the services provided and the extent to which
current rcform programmes arc leading to cnhanced cfficicncy and cllcctivencss in

scryvice provision. Thosc included were CZI, ZNCC, CFU, ZFU and IBDC.

For all the respondents, the problem was not that of adequacy of linancial scrviccs,
but that ofcost. Thc high intcrest rates on credit provided by banks have put such
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facilitics bevond the reach of many clicots. The high interest rates levied push up the
cost of borrowing, thus adversely allTecting the opcrations ofthe scctor. According to
the CZI respondcent, in January 1993, the inflation rate stood at 18.5% and borrowing
rates were at 28% posing a 12% diffcrence. Thus interest rates should come down.
Banks should rcduce their lending rate in line with the decrcasing ratc ol inflation.

In the casc ofthe ZFU. the flacilitics currently cxisting are unsuitable [or their
requircments. Commecrcial [inancial scctor lacilitics arc inaccessible duc to the high
interest rates levied and their demand lor collateral sccurity. The short term lacility
offercd by the AFC on the other hand places hecavy repayment burdens on the
farmers over a very short space oftime. The IBDC cxperiences similar problcms
with the existing institutions. The demand for collatcral sccurity puts most of the
scrvices ol the commercial banking sector bevond its mecmbers' reach. The [BDC
vicw is that the situation in banks has rcmained stagnant with no new lending
instruments gearcd towards a new clicntele of small busincss people and the
indigenous scctor.

The liberalisation programme has brought a few improvements in the linancial sector
including the cstablishment of new institutions which include a new discount house. a
new merchant bank and a new building socicty opcrated by indigenous pcople.
Howcever, the benclits of the liberalisation programme still have to be fully
apprcciated by the productive scctors.

2.7 Conclusion

2.7.1 General  Remarks

Regulation of'the financial sector stems from its strategic position in the economy
and concerns by government to maintain a stablc monetary/payments systcm.
Financial intcrmcdiation can be usced to distribute f(inancial resources to mect
specific developmental and social objectives. Lending limits, reserve requirements
and minimum capital requircments arc administered to avoid insolveney. Interest
ratcs arc administcred as an instrumcent of macro-cconomic management.  Finally,
regulations that govern entry of new, particularly foreign institutions, are aimed at
protecting the domestic infant financial scctor. As mentioned belore, in Zimbabwe,
the rcgulatory cnvironment ofthe (inancial scctor is being revicwed.

2.7.2 Concerns  on  Deregulations.
e Competition on an Unequal Basis

Opcning ol borders should be reciprocal. In other words if an Amcrican bank is
allowed to operate in Zimbabwe, then Zimbabwe banks should be allowed to
opcratc in Amcrica.

Acccss to Skilled Manpower

» Local financial institutions need to have the flexibility to higher skilled manpower
cven abroad il such skills arc not locally available. But such a system could be abused
to the detriment of development of indigenous skills.

Access to Modern Technology.,
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Local (inancial institutions nced o gel access o modern technologics Lo compele
on an cqual (ooting with (orcign mslitutions.

+ External banks are likely to concentrate on offering cooperative services and could
avoid rural arcas. In other words high risk business could be left for local banks.

e Given the high interest rates prevailing in the country foreign financial institutions
can access low interest rate funds and be in a better competitive position.

These arc concerns raiscd by (inancial institutions and they nced to be considered in

the process of deregulation.
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SECTION TIT TRANSPORT

3.1 Definition and Significance

Zimbabwe has three modes of transport that it effectively operates i.e. road. rail and
air. The lourth. water, is oflittle significancc. being mainly restricted to Lake Kariba.
Howcver, the country is totally dependent on its ncighbours i1.c. South Africa and
Mozambique. for access to water-borne transportation and on international shipping
lines for the movecment ofits international trade.

The transport scctor is operated by both the public and private scctor. The public
sector dominatcs the air transport system. through the Air Zimbabwc Corporation
which runs the national passcnger carricr and Affretair the national cargo carricr.
The former is a statutory body and the laticr is publicly owned.

Apart from the regional and international airlines operating to and from Harare
international airport, therc arc other smaller private companics that provide charter
scrvices, cloud sceding and agricultural air spraying scrvices.

The air transport infrastructure consists of three international airports, three
acrodromes capable of accommodating large plancs and somc 190 small airficlds.

The railway sysicm is thc monopoly of the public scctor through the statutory
National Railways of Zimbabwe (NRZ). The NRZ opcrates 2 708 km of route in
Zimbabwe on which, over the period 1986 to 1990, it carried in cxcess of 13 million
tonncs olbulk good tralflic per yvear on average. [n 1991 1t carried 14.4 million
tonncs. This is about 90% of all bulk goods.

It also operates a [lecet of trucks and trailers - Road Motor Services (RMS) - which
opcrated both scheduled and unscheduled routes to arcas not served by the railway
sysiem.

Road haulage and passenger services, except for RMS are in private hands. There
are two significant organisations in this field i.e. The Zimbabwe Transport
Organisation (ZTO) which mainly represents rural passenger bus operators and the
Transport Operators Association (TOA) which represents goods freight operators.
The latter represents some passenger carriers including the Zimbabwe United
Passenger Company (ZUPCO) which, till recently, had a monopoly ofurban
commuter traffic.

The road nciwork itscllis approximatcly 85 000 kilometres ofwhich 18 300 kms arc
classified as state road, 23 700 kms are rural council roads and 5 300 kms are
municipality (urban) roads |National Transport Scctor Study (NTS). 1985]. The NTS
noted that gencrally the roads were good, despite the age, cxcept for those in the
communal areas i.e. those administered by district councils.

Communal roads are poorly serviced because of resource constraints. About 60% of
statc roads arc bevond lifc span.
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3.2 Broad Macro-Framework and Policy Objectives

321 Macro-I'ramework

The pattern of development of the transport scctor has historically been linked to the
political cconomy of the country, Of specilic signilicance here is that physical
infrastructure tends to live long after particular political. policy and economic
rcgimes.

The above point is simply demonstrated by the fact that despite the efforts of the
post-independence government, communal areas, by and large. are still serviced by
the network of gravel roads that can become quite inaccessible during the rainy
season. This network compared very badly with the one that serves commercial
farming areas. mines and urban areas. Similarly, the railwayv network tends to serve
and link these latter areas. Ifit serves communal areas this is purely by accident and
not design.

What the preceding observations mean is that there remains a substantial part of the
country that relies on a not so efficient transport network both for commuting and for
productive purposes. This has to be pointed out because there is a tendency to
provide a static picture of services 1.e. to examine services within existing confines.

But beyond these obscrvations it is important to rciterate that this is a landlocked
country that is totally dependent on its ncighbours for the movement ofits tradc by
sca. Conscquently the geopolitics of this rcgion have had such a major impact on the
cconomy ol this country through the bottlenccks that have becen crcated.

322 Policy  Objectives

Government is very much aware of the crucial importance oftransport. This is
reflected 1n the proposed capital expenditurcs in this seclor in government
dcvclopment plans. The First Five Ycar National Devclopment Plan (FFYNDP)
proposed an investment of Z$345 million. The estimated investment requirements in
the current plan arc put at Z$2.8 billion.

Three areas of concern have hitherto underpinned government policy on the
transport scctor. These are:

¢ the nced to reduce dependence on South Africa becausc of the apartheid regime,
This concern took dimensions that went bevond the transport cconomist's office 1.c.
joint sccurity patrols in Mozambique in order to kccp sca access routcs open. It has

also scen Zimbabwce's major involvement in the¢ SADCC (ransport commission
(SATCC).

¢ clflorts to make previously ncglecied communal arcas accessible. This has been done
through a programmc {o upgradc the rural road nctwork. Added to this is the
maintenance of the existing primary road network.

* rc-cquipping and incrcasing the capabilitics of the two major transport parastatals,
and continued access to new vehicles for private operators.

100



The last two policy concerns have been implemented mainly through the
dcterminants ol the budgcet and the lorcign cxchange allocation system, while the first
has been through geo-strategic considerations, a considcration ofwhich gocs beyond
the conlincs ofthis study. But these arc considerations that, hopelully, with recent
developments in the region, may fall away shortly.

With the advent of ESAP, government thinking on the scctor scems (o be a
movement towards a less rcgulated scctor. Thus the major transport parastatals arc
to have grecater autonomy in their operations. It is also cnvisaged that subsidics to
the parastatals will decline. Howecever, the point still remains that there arc other, not
so obvious ways ofrcgulating a scctor that shall always bc therec. Thesc shall be
cxamined flurther on,

3.3  Role of Transport in the Macro-Economy

331 Contribution 0 Employment

In 1979 cmployment in both the transport and communication scctor stood at 43 400,
By 1982 it had rcached 30 4000 belore dropping to 49 600 1983,

In 1989 the two emploved 531 800 emplovees which grew to 33 300 in 1990 or 4.4%
and 4.3% oftotal emplovment respectively. Of these Air Zimbabwe Corporation
emploved 1 812 and 1 810 in the 1989/90 and 1990/91 financial vears respectively,
while NRZ emploved 17 138 and 16 799 during the same vears. However.
employment figures are expected to drop with the restructuring of those
organisations. For example, in the first quarter of 1993, NRZ emploved 16 000
people and expected to reduce this figure to between 12 000 and 14 000, with
restructuring of the organisation,

It is cstimated in the SFYNDP that ofthe 30 000 plus cmployces n this scetor, 20 (000
arc in the private transport industry.

332 Contribution 1o GDP

The scctor's contribution to GDP at constant 1980 prices remained shightly above 6%
between 1985 and 1988, This dropped to 3,9% lor the ycars 1989 to 1990. Tt must be
recmembered that once the scctor has been cquipped its performance 1s very
dependent on the performance of the productive scctor and the market.
Conscquently the current policy reform is going to have an impact on the futurc
growth of the scctor,

3.3.3 Role in Gross Vixed Capital lormation

In 1980 transport cquipment accounted for 13.9% of gross lixed capital formation.
This ligurc dropped to 14,5% in 1981 only to risc again to 16,0% in 1982, From thcen
it declined to average 13.0% until it rose again to 16.3% in 1987. However, there was
a gencral decline in investment during that period. Furthermore this is a very forcign
cxchange dependent scetor for its major items like cngines and chassis, locomoltives,
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aircralt ctc. The gencral forcign exchange squccze led to a decline in gross fixed
capital formation.

34 Rcgulatory Environment

The regulations that alfcct this scctor arc in the process of transformation, with the
most being the parastatal recforms. Rcgulations can be cxamined at three levels 1.c.
parastatal rcforms, lcgal rcforms and gencral cconomic policy reforms.

Belore procceding 1o cxamining these. it should be stated that the general impression
from interviews conducted with those involved in the scctor is that regulations that
appertain to salcty should gencrally stay.

341 Parastatal Reforms

The accumulated subsidies and advances to the NRZ [rom the government between
1986/87 and 1990/91 is Z$655 million. For Air Zimbabwe the figure during that
period is Z$ 1189 million. The two parastatals have rcspective cumulative losses of
Z$668.8 million for NRZ and Z$90 million for Air Zimbabwe between 1983/86 and
1989/90.

With the policy reform programme, government intends to reducce its subsidics (rom
Z$70 million (1990/91) to about Z$14 million by 1993/94 for NRZ. Air Zimbabwc
ccascd to rcecive subsidics in 1990/91 (inancial ycar. In 1991/92, it rcaliscd profits.

The underlying reason behind government efforts to make parastatal more
enterprising is their burden on the fiscus. However, what i1s of immediate relevance
to the transport sector will be their ability to adjust tariffs without the previous
lengthy delay through the government machinery.

Onc ofthe results of this recent freedom in policy determination 1s the carclul
asscssment ofroute profitability. This applics particularly to NRZ, RMS and Air
Zimbabwe. The latter has dropped its route to Athens, and is said to be carcfully
cxamining other roulcs.

However, it has to be said that the question of deregulation has to be approached
very carefully. Air Zimbabwe currently has a monopoly to undertake domestic
scheduled flights. Currently there are 22 other airlines flving to and from Harare
International Airport from and to a variety of destinations. It would seem that the
level of competition for passengers is already sufficiently intense. Air Zimbabwe has
to compete with airlines such as British Airwayvs which, because of economies of
scale. have got lower operational costs. It should be quite clear that wholesale
deregulation, and not affording the national airline some measure of protection in
such circumstances. can produce quite negative results.

In fact it is an acknowledged fact internationally that the transport scclor is a
carclully rcgulated onc for considcrations of national sccurity and sovercignty. °

5 [UNCTC Current Studies Nao. 19 Series A - New Issues in the Uruguay Round of Multilateral
Trade Negaotiations, July 1890, p. 23].



342 Legal Reforms

The ESAP programme makes it very clecar that the Icgal status of all parastatals will
be reviewed and changes made where necessary. There are two pieces of legislation
that have been the subject of much consternation among businessmen including the
IBDC. These are the Urban Arcas (Omnibuscs Scrvices) Act and the Road Motor

Transportation Act. They are the subject of the deliberations of the Deregulations

Committee.

Currently ZUPCO has a [ranchisc with the government duc to cxpire in 1999, This
gives ZUPCO a monopoly on urban transport. There are stipulations in the
agreement that any vchicle carrving more than scven passengers is delined as an
omnibus and thercfore should not operate in the urban arcas. This is a dircct import
from thc Road Motor Transportation Act. The Road Motor Transport Act has been
amecnded. as at March 1994, the amendments arc still under Cabinet consideration.

This stipulation which carries stiff penalties if it is broken, according to government
sources, has for a long time handicapped the government's efforts to legalise
minibuses operated privately. However, in the last quarter of 1993, privately operated
minibuses were authorised to operate in the urban areas because of the transport
crisis, provided that they are registered. In addition, there is a limit on the number of
licences that are issued to operators, and hence a limit on the number of minibuses
that can operate in any urban area. Minibuses, defined as vehicles carrving 8 to 18
passengers, were introduced under Presidential Powers which expired after six
months, and then Ministerial Emergency Powers were used for them to continue
operating.

There arc also suggestions that amendments be made to the Road Motor
Transportation Act that would lcad to the deregulation of the permit system. The
licensing system would be replaced by opcerator's licence. Effectively this would allow
opcrators Lo carry anything as long as the vchicle is suitable for the purposc.

There is also the need to dercgulate the routes themselves which would allow
operators to move between several onward destinations if they find them profitable
instcad of the present two destination system.  Alongside this is the partial or
complctc removal oftimetables to make rural transport more competitive. The
watchword in this exercise should be safety.

33 General Economic Policy Reforms

Three aspects of gencral cconomic policy arc of special intercest to the transport
sector viz. customs duty, monetary policy and the exchange rate policy.

35.1 Customs Duly

The Transport Opcrators Association cstimates that 30% of the vehicle [leet in road
motor transportation in Zimbabwe is time lifc cxpircd. Conscquently, there is nced
to re-equip and replace fully depreciated vehicles. This would make local operators
better able to withstand regional competition. At the moment they would secm to be
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competing on an uncqual (ooting becausc of fiscal considerations and the conscquent
heavy duty on imported vehicles and spares. In Malawi and Tanzania there is a zcro
duty on imported vchicles while in BLS states it is only 3%.

332 Monetary Policy and the Fxchange Rate:

The currently existing interest ratcs scem to be a big handicap to transport opcrators
in replacing their fleets. In July 1991 the ERF horsc and trader was available at $332
000. In January 1992 this had gonc up to $846 000 and by November 1992 this stood
at $940 000. The monectary policy and the devaluation ofthe currcney led to a price

increasc of 77% in a period of one and hallycars.

Generally currency devaluvation for a scctor that 1s dependent on imports [or its
cquipment tends to bring in unforcscen difficultics. The upshot of Zimbabwc's fiscal
and monctary policy, it was lcarnt, has been to [orce operators to register their
vchicles outside the country with the corresponding forcign currency losscs.

3.6 Rcgional Arrangements

Zimbabwe 1s a member of the PTA. The PTA treaty has a protocol on transport that
allows casy acccss [or rcgional transport opcrators to cach others' routcs.

Similarly, Zimbabwe is a mcmber of SADC and sits on its SATCC and has
participated in a number of regional projects 1n this capacity.

3.7 Transport Scctor Survey Results

While the situation with respect to rail and air haulage is (airly clcar in Zimbabwe,
the situation is not neccssarily so with road haulage.

Conscquently. greater attention was devoted to road haulage in the survey. Apart
from this, there arc other rcasons cngendered by (a) structural shifts in production,
(b) international regulations, and (¢) the number of actors involved. that makes the
focus on road haulage imperative.

Starting with (a) it would seem that over the vears rail haulage has been losing its
sharc ofthe markct to road haulage. This applics notjust to thc National Railways of
Zimbabwe butl to the South African Spoornct system and other railway systems
internationally.

This shift in modal choice is a result of the long travel time associated with the
railways, the lack of a door to door delivery scrvice that the use of the railways
cntails, and rcgularity. Undcrpinning this shift is the incrcasingly compcetitive
environment that firms find themselves in. Added to this is the development of
"just-in-time" production systems, no matter how rudimentary. The National
Transport Study of 1983 (NTS) cites the cxample of a major brewery that was able to
cut its stock of return bottles to one third through a modal switch-over. In the
process 1t saved morc than double the incrcased transport costs.

The current Economic Structural Adjustment Programme in Zimbabwe is bound to
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lend cven greater strength to this shift to road haulage. The NTS (1983) also nolcs
that customcrs were preparcd to pay the extra cost of road haulage usc becausc ofits
rchability and rcgulanty.

With respect to international regulations. [ATA gencrally governs the opcrations of
airlincs opcrating on intcrnational routcs. Dercgulation in this ficld is mainly
through the release of the government's grip on a national airline.

The numbcr of actors involved 1s largest in the road haulage sub-scctor. For most
intents and purposcs there are only threc major actors registered in Zimbabwe in the
air and rail sub-sectors i.e. Affretair. Air Zimbabwe and the NRZ. The air freighters
facc compctition (rom intcrnational airlincs that land in Zimbabwe, 22 in all.

Added to the abovce is the obscrvation that there scems to be little ecmphasis on road
haulage n discussions of multi-modal transport. At lcast this 1s the casc with the
Mcxico Study on scrvices. Emphasis 1s on air and shipping scrvices.  Such an
approach, to the cxtent that it is prevalent in intcrnational discussions would scem to
undcrplay the intercsts of landlocked countrics. The dcebate cannot revolve purcly
around the nced to improve trade facilitation in transit countrics. It has to look at the
modal splits occurring in these countrics and the cxigencies of their production
structurcs.

371 Road Haulage in  Zimbab we

Most road haulage firms in Zimbabwc arc members of the Transport Opcrations
Association (T.O.A)) 1.e. about 105. Efforts were made to conduct interviews with a
10% sample of this membership.

The sample cxhibited the (ollowing characteristics:

¢ wholly foreign owned.

¢ wholly locally owncd.

R a mixture of a) and b).

¢ road haulagc cum passcnger carricers.

¢ indigenously owned i.c. owned by black busincssmen.
¢ large and small.

« cross border operators and local opcrators

« a parastatal orgamisation i.c. D.M.B,

372 Ownership  Characteristics

From thc sample and discussions with the T.O.A. it emerged that the largest
opcrators tended to have an clement of forcign sharc-holding. In this casc it was
100% for Unifrcight, which is owned by the British Electiric Traction Company. and
49% for the Clan Group.

The smaller operators were generally 100% locally owned. However, there is a
phenomecenon that is gencrally known to cxist in the industry. This is the phenomenon
ol cxternally registered vchicles.- Unfortunatcly this could not be cstablished

empirically during the course ofthe study. All the same. a number of major
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opcrators arc known to have large (lects that arc cither cxternally owned or
rcgistered in ncighbouring countrics in order to avoid the local tax system that is
considered to be penal in its rates. Consequently, their earnings are not fully
accounted for in Zimbabwc (Nincth Report ofthe T.O.A. on Road Motor Transport:
Problecms Facing the Industry, Junc 1992).

It has also to bec added that therc arc many small operators that arc not necessarily
members of the T.O.A. However. their problems were captured through interviews
with various rcprescntatives of the industry,

3.7.3 Selected Items  of A ccounts

The rescarch tcam also sought to cstablish the nct book valuc and turnover of the
samplc [irms.

This is the type of information that firms arc gencrally reluctant to disclosec.
Conscquently, the data obtained would render any comparison mcaningless.

However, for comparative purposes, a publicly quoted company ie. Clan, reported a
turnover of $49.1 million for the ycar 1992. Comparable ligures for a medium sized
indigenous firm were $2.5 million for the same vear. By the samc progression the
figures for a smaller company. i.e. with 1-3 vehicles, would be much smaller.

It gocs without saving that these figurcs have a bearing on [lcet recapitalisation, cash
flow and the ability to handle large or cross border contracts where pavment is not
always immediate.

3.7.4 Organisational  Structure

The purpose ofthis information was to establish the level of division of labour within
the firm. This was donc through cstablishing the number of departments within an
organisation,

This cnabled the study tcam tojudge the level of inter-departmental specialisation

and conscquently the possibility for marketing these skills or the need to purchasc
them.

It gocs without saying that the larger the firm ic. siz¢ of flect, the greater the number
of departments involved. The structure of a large organisation i.e. Unifreight, can be
said to be typical oflarger organisations:

*  Opcrations - (lect movement

a Finance - accounts

» Personncl - labour

o Engincering - flcct mainicnance

+ Marketing - securing contracts

Within the smaller firms. these lunctions were vsually merged into two or three
departments:
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¢ Opcrations - flcct movement
» Administration e+ accounts, labour and marketing

»  Workshops - flcet maintenance

It gocs without saying. on the (ace of it that the potential for externalising some of
these scrvices lay with the larger organisation. But in practice. as the study tcam
discovered, there were circumstances that cnabled somce ofthe smaller firms to offer
their services on a specialiscd basis. This was cither duc to specialised skills alrcady
cmbodicd within the- [irm or the naturc of the market that forced the smaller firms to
offer these services.

Conscquently, onc [irm devcloped a scparate branch within its transport opcrations
to providc gear-cutting [acilitics and sparc parts rcfurbishment for the industry. And
ycl another provided consulting scrvices to larger firms 1.¢. contract brokcrage. In
this casc, whilc the opcrator had sufficicnt knowledge of the industry, he did not have
the sparc capacity to take up the contracts.

One respondent organisation deserves particular mention with respect to its fleet
management system 1.e. the DMB. While the DMB is not a transport company, the
sheer size ofits fleet makes it one: 1.e. 195 horses (leaving aside the smaller
non-delivery vehicles).

In this organisation Fleet Management as a specific department was introduced 1in
1992, Prior to this, the situation was chaotic. It had never been seen as an important
function. Traditionally it had been put under either an engineer or a sales manager.

By 1987 the system was collapsing. The government was approached (or assistance
because of the deterioration of the flect. The Zimbabwe government in turn
requested the U.K. government who brought in consultants. They recommended.
inter alia. the sciting up of a transport managcment unit. The present head of this
unit and two others underwent training in the U.K. on [lcet management.

The net effect of this programme has been to bring down expenditure on workshops,
running costs and distribution to $36 million per annum from $48 million. The aim
is still to increase savings.

Milk as a product is a good cxample ofthe nced for cfTicicnt and quick distribution
becausc of the perishability of the products. [n this rcgard the DMB transport
managcmcent unit may have something to offer the transport industry in tcrms of
training and the spccialisation ol its unit.

373 Main A ctivities and Problems Encountered

Road haulicrs arc in the business to move goods on bchallof clients.  Basically these
arc manulacturcd goods and inputs, agricultural products including livestock,
mincrals, lucl and other liquids, and perishables cte.

Out of the ten sample firms, six were nvolved in cross border haulage. As a
proportion ol total activitics this ranged lrom 7.3% to 100% ofltonnage.

Ol the recmaining (our, two were passcnger carricrs, bul also provided other specialist
services. One was a (urniture removals company and onc was the DMB.
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The only problems cited on the local routes were those experienced by the passenger
hauliers included in the sample. These were overtrading on some routes and the
application ofroad traffic regulations by the police. With respect to the latter it was
felt that the police were rather over-zealous in issuing traffic fines.

The main problems cited were on the international routes. Generally, the fecling 1s
that despite efforts at fostering regional cooperation and standardization of tariffs,
this has not occurred in some cascs. For cxample. while in other countries within the
region, road tolls arc harmonizced, in Mozambique, they arc higher because of their
road fund.

Local operators travel as far as Uganda and Zaire, and the South African ports of
Durban and Pietermaritzburg. They feel that to date the easiest routes to operate on,
are the South African ones. The only problems are the delays in clearing trucks at
Beit Bridge border post. However, there are reports that with the installation of
ASYCUDA at Beit Bridge border post, the clearance times have been reduced from
24 hours in a manual environment to five hours in a computerised environment.
|Foreign and Trading Weekly. Oct. 29 1993. Travel and Trade Publishing (Pvt) Ltd.
Johannesburg].

These problems were best summed up by one operations manager this way:

"The main problem is that the rules are dillerent [rom couniry to couniry and they are changed

overnight.”

Opcrators will quite often [ind out about these changes to the rules when their trucks
cannol go through a border post or arc impoundecd.

The most difficult routec at the moment, it would scem, 1s Mozambique. Mozambiquce
docs not allow interlink or semi-trailers with independent trailers coupled to them.
This quitc obviously incrcascs the cxpenscs [or the haulicrs. In addition, as pointed
out above, road tolls in Mozambiquc arc higher than clsewhere in the region.

The T.O.A. is very much awarc ol thcse problems. Alongside its own cflorts the
government and the SATCC should make concerted efforts to resolve them. A
reduction in the payloads of Zimbabwcan trucks cntails an incrcase in the number of
horscs nceded to move the same tonnage.

376 Competition in Road Haulage

As mentioned earlier on. this sub-sector is characterised by numerous actors and
thercfore competition is very intensc. In such a situation it is notjust the price that is
of critical 1mportance, but othcer non-pricc mechanisms [lor maintaining and gaining
market share. In two cases the rates charged were above the market average. but
ncevertheless customers were quite prepared to pay becausc ol reliability. Therelore
whilc there is a certain amount of price undercutting in the industry, it would scem
that the chief mechanisms for maintaining competitive advantage are reliability and
punctuality.

Further to the above. the road haulage industry thrives on trust. Clients arc unlikely

to switch over [rom haulicr to haulicr once they have cstablished working rclations

with one. But over and above this., smaller operators are disadvantaged because of

their poor access 1o [inance, to purchasc both adequate and suitable vchicles. Their
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survival seems to lie in the movement of small and/or irregular consignments that the
large cstablished operators would not normally carc about. However. these remarks
by and large apply to domcstic haulage. The scenario changes on the regional scenc.
The main reason for this has to do with the duty paid on imported trucks.

Customs duty for road haulage vehicles 1s 15% in Zambia while in Malawi and
Tanzania there were no duties on such vehicles. This effectively means that
operators in these countries can afford to offer lower rates than local operators.
Furthermore, new and modern vehicles quite obviously offer more reliable service.
It is the sheer ingenuity of local operators to have maintained the competition edge
with a fleet. 30% ofwhich 1s estimated to have time life expired 1e. it is more than
eight vears old. The situation has improved oflate. albeit at a cost, firstly with the
export retention scheme and now with the freer access to foreign exchange through
the banks.

377 Utifisation of Other Services

Although it was not possible to give a cost brecakdown of services utilised by
respondent lirms. the most frequently mentioned i.c. 100%. was telecommunications.
The industry is very much dependent on an clTicient telecommunications network
both for telephone, lacsimiles and telexcs. However, these scrvices were not always
adcquately provided cither in terms of the number of lincs available to an operator or
accessing clients.

However, it appears the industry nceds a different kind of communications scrvice
from the existing one:

¢ Thc industry nccds access to alfordable long range two way radios. At thc moment
installing these scts for two vchicles would cost around $80 000. This may prove
prohibitive if a whole fleet has to be equipped. This equally applied to the small
mdigenous opcrators.

The operators that have such equipment ¢.g. GDC Hauliers and Truck Africa. have
casicr control over the trucks and theirmovements. Such systems allow for flexibility.

¢ Cellular telephones were mentioned by operators on more than one occasion. These
would be an additional advantage in terms of fleet management if they were
affordable.

+  While the cost of satellite tracking svstems may be prohibitive to most operators, it
sounds the most efficient for fleet management. Such a system, if available. would
allow the tracking ofeach individual truck in the region. This information would be
picked up by the operator through a satellite dish, thus enabling sufficient forward
planning for operators.

Apart [rom maintenance services, where these are not provided in house. lorcign
forwarding agents sourcc work for hauliers. Electricity and water arc very common
utilitics used by almost cvery modern building no matter how small and nced no
spccial mcntion.
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3.78 Vehicle Fleet

For analysing the vehicle fleet data, a survey conducted by the T.O.A. in 1993 was
used. The table below gives a breakdown of the composition of the vehicle fleet both
by type and mass, and by age. This data is based on a survey of 84 companies out of a
total membership of 120, giving a 60% response rate.

Table 3.1

VEIIICLE AGE ANALYSIS AS AT: 30/09/93

VEMICLE PRIOR 1986 1987 1988 1989 1990 1991 1992 1993 TOTAL

TYPE 1985

A, FREIGITT

Ricids

TUp to S 132 7 9 2 [ 21 15 1 15 208
9 o 301 137 16 14 20 17 29 37 44 18 332
Over 30 1 2 0 0 0 0 0 1 0 0 3
TOTAL 271 23 23 22 23 50 53 45 33 543
Articulated

Trailer

Up to 25t 115 15 6 O 7 9 26 17 19 220
25 1o 5 101 12 11 18 26 38 26 16 8 256
Over 501 481 31 20 56 49 59 104 50 35 883
TOTAL 986 81 [+{1] 120 105 156 209 128 95 1904
Y% 50.8 1.3 3.1 5.4 5.5 8.2 10. 6.8 5 100
Vanclic 117 9 16 19 14 12 53 52 29 a2
B. BUSES

Rural Bus 26 5 8 12 14 5 3 2 5 81
Urban Bus 659 76 71 76 99 118 32 00 12 1204
Mini Bus 12 68 81 22 1 184
TOTAL 685 81 79 89 125 191 116 84 19 1469
% 46.6 5.5 5.4 6 8.6 13 7.6 5.7 1.3 100
C. TOURING

Thirce Cars 1 8 15 23 21 Al 27 126
Vancttes 117 9 16 19 14 12 53 52 29 a2l
TOTAL 119 9 30 29 29 63 74 83 56 494
% 24.1 1.8 6 3.9 3.9 13 15 16 1 100

100
Source: Transport  Operators ssociation  Survey, 1993



Looking at the percentage ofthe time life expired freight vehicles. i.e. more than
eight vears old, the situation seems to have deteriorated from 49% in 1992 to 50.8%
in 1993. However. this increase is accounted for by one operator in the survey
population who imported second hand reconditioned vehicles from the U.S.A.
Otherwise by and large the situation seems to be improving.

The over 30 tonne articulated trailer vechicle is the long haul cross border vehicle. It
constitutes 46% oflthe (reight vehicle population i.c. 885 out of | 904 vchicles. This
makes it the standard vchicle for notjust cross border operations, but domesltic
opcrations {oo.

Continucd [iscal relicf from the government as has been the case of late should sce to
fleet recapitalisation in the industry.

Currcently, improvements in truck tcchnology and new cnvironment regulations in the
USA arc making it possible to import recconditioncd vchicles at 20% of the imported
cost ol a similar new vchicle. According to intervicws, i the USA, rcconditioncd
vchicles cxcept for being left hand drives, were [ully compatible with the local
standard horscs c¢.g. the ERF. They arc powcercd by the samc Cummins dicsel
cnginc, Fuller gearboxes and Rockwell power trains.

Unflortunatcly, only thosc opcrators involved in cross border opcrations or thosc who
have trucks rcgistered outside Zimbabwe and carn [orcign cxchange arc the only
oncs beneflitting from this scheme.  Current government regulations do not allow the
usc of forcign currcncy on cither sccond hand vchicles or sparcs.

In its 1992 June Survey. the T.O.A. estimated the value of an ERF horse at $846 000
ofwhich $290 000 was duty and sales tax. Notwithstanding the fiscal rclicl (rom
government, the intercst rates hitherto prevailing have proved cxorbitant.

Vehicle management devices installed in trucks are difficult to fit in older vehicles.
Howecver, these newer vehicles were [itted with tachograph rccorders. Of the
opcrators visited, most however, had a vchicle fitted with a Tacholog on Board
recorder. One operator argued that the cost did notjustify installation.

While there is a range oftechnologies available to bring down the cost of trucking
and gencral vchicle maintenance c.g. on board tyre inflators to prevent delays duc to
puncturcs and tyrc damage, tachograph rccorders to monitor vehicle movement cic.
the local prices of these make them prohibitive. This is an area that the industry
nceds to lobby the government on.

379 Regulation ofthe Industry

Rcgulations that specifically alfcct the industry cmanate from the application of the
Road Motor Transportation Act. However, the rcgulatory cnvironment facing the
transport industry in gencral has cither been changing or is duc for some major
changes. What dcscrves specilic mention is the removal of the power of objection by
cstablishcd opcrators on specific routes. EffTcctively the Act has hitherto proteeted
cstablished opcrators.

Sccondly, the movement rom the permit system {o the operator licence system will
make the administration of the transport system casier. Ofintcrest here also is the
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ability ol opcrators with lcss than Mve vchicles 1o obtain an opcrator's licence without
the need for a registered company. This should enable small operators ceteris
paribus to compclc.

Still on the subject of small opcrators, government's support for these ought to be
total e.g. the Tender Board has its own laid down procedures which up to now are not
lavourablc to them.

Il the government i1s sincere in its support for small opcrators then the Tender Board
ought to given an allowance for small operators' bids to be above the big and
cstablished ones.  Similarly, small opcrators ought to be allowed to bid as a
consortium so that they can mcct the number of vehicles required.

Establishing a vibrant transport sector that can withstand international competition
lies bevond the confines ofthe present Act and the proposed amendments to it
Besides sector specific policies, the overall macro-economic policy frame work need
to be addressed.
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SECTION 1V POST AND TELECOMMUNICATIONS

4.1 The General Context

Post and telecommunications should be examined within the broad economic
environment and policy framework of Zimbabwe since independence. Three major
issues emerge in this regard and these are elaborated on below,

411 Inherited  Structures

Like most "public" services. post and telecommunications were designed mainly to
service the White scttler community. African pcasants in the rural arcas and working
classcs in the high density townships received lower quality scrvices of this kind, 1f
any,

The main priority of the post-indcpendence government was to address the inherited
imbalances, by democratizing the social structures both on the scrvice provider and
the consumer side. The main cfforts were achicved by 1983 on the personncl side,
and by 1992 on the scrvice provision side. Government has been successlul in
providing access to postal scrvices in rural arcas and high density suburbs. On the
other hand, the capital and import intensive naturc ol telccommunications has
restrained progress. Howcever, a programme to provide a subscriber-dialled
automatic and dircct access to the national trunk from cvery district of Zimbabwe is

. 5
ncar successful completion.

412 Infrastructural decay in  the 1980

During UDI there was a gencral shortage of capital and technology in the country,
duc to the international sanctions. State finances were incrcasingly diverted to mect
the hcavy burden of military expensces ofthe regime. The telecommunications scctor
in particular, was vulnerable to the lack of adequate investments, and this brought
about a staic ol scrious undercapitalization. As a result, by the cend of the 1980s, the
national nctwork suflfered rom a sccmingly endless congestion and deterioration of
the quality of services. A three-ycar and a [ive-yvear development plan tricd to
address these problems in the carly 1980s, starting with the international exchange.
But these plans were flawed by lack ol linancial backing, and this reflected, most
likely, that tclecommunications wcere not a priority scctor in the cyves of government
and the Ministry of Finance. However, the signing ol a contract with the Japancse
government in the last month ofthe decade, to digitalize Mashonaland and
Manicaland. initiated a new cra. ’

6 See Annual Report, 1980 to 1992.
7 Ibid.
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4.1.3 The New Government Policy

This is the cconomic rclform programme adopted in 1991, The programme, which
was dcvcloped in collaboration with thec World Bank, placcs greater weight on post
and tcleccommunications. Partly on thc World Bank's own initiative, and partly
because of the nced ofthe Ministry of Finance to cross-check the capital cxpenditure
plans prescented by the PTC, a World Bank Mission of scnior tclccommunications
cxperts visited Zimbabwe scveral times since 1991 and produccd an aidc-mcmoire.
This gocs cven (urther than the PTC documents in ecmphasising the nced flor urgent
imvestment in this scctor. It has also helped the government o commit itsclf to
imstitutional changes i the scctor, including the lollowing actions:

e scparation ol postal from tclccommunication scrvices, to cnd the subsidisation of
posts by tclccoms, This rcquircd about 30% of the¢ nct income (rom
tclccommunications over vcars,

e precparation of new scclor policics and statutes that will cnsurc that the scctlors
operate in a competitive environment on separate and fully commercial basis:

» cstablishment of the nccessary regulatory framework that will determine the rules
for compctition and monitor the obscrvation of these rules:

¢ development ofprinciples and procedures to guide formulation and implementation
of appropriatc tarifl structurcs and levels. *

A proposcd study by a private consultancy (irm. financed by thc World Bank Project
Preparation Facility fund. was to support the implcmentation of this new scclor
policy. The study was duc to be presented in the first quarter of 1994, Sadly though,
the study has to date not taken place.

The general trend between 1980 and 1992 is that there has been a significant and
stcady growth in the scrvice opcrations, both in tcrms oftralfic volume and in
revenues. © However. this has not been a result of deliberate government policy:
rather it is a result ol a step-by-sicp responsc by the PTC to the market within sirong
financial and tcchnological constraints. The numbcer in ecmployment has been ncarly
constant, varving between 4 800 and 3 200 in telecoms and between 2 800 and 2 900
in posts. The number in the catcgory "administration” [or both posts and (clccoms
saw an incrcasc rom 772 in 1984 to 1 476 in 1991. The administration was howcver
trimmed down to about 800 in 1992.

The structural adjustment policics and the scctor reform actions under way, arc notl
likely to bring about any retrenchment plans. By contrast, the high investment
activitics planned cspecially in the labour-intensive extcrnal plant (civil works, cable
laving, intcrnal wiring, digital nctwork cte), should incrcasc the amount of
emplovment significantly in the telecoms sector as a whole.

8 Kachinge, 1993.
) A Quarterly Abstract of PTC Statistics, December, 1992.
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4.2 Macro-Economic Aggregates

There arc at lcast two scts ol methodological and statistical problems that arisc when
assessing the macro-economic contribution of posts and telecommunications.

The first set of problems is related to assessing PTC as a single state enterprisc
operator. Therc arc scveral aspects ol this:

The PTC Contribution to State Finances: This should take into consideration the
fact that tclecommunications subsidisc postal services. The whole organisation
therefore does not receive subsidies from government. In addition, PTC attracts soft
forcign loans or grants which the Ministry of Finance lends on to the PTC at a higher
interest rate.  Finally. like other organisations. the PTC contributes indircctly to the
budgct in terms oftax from the salaries ofils cmployveces and the levies on ils services.

The PTC Contribution to the National Finance, Trade and Forcign Exchange
Deficit: This is possible, but more difficult to mcasurc. Firstly there 1s the
intcrnational trade or tralfic opcrations olthe PTC. Statistics of thc volumes arc
available over all the ycars. Thosc of pavments arc not available, nor arc prices in
diffcrent currency denominations.  Sccondly, there is the contribution to the forcign
debt of Zimbabwe. All forcign loans. including the local on-lent loans, can be
accountcd in the financial statcments ofthe PTC annual rcports. But data on the
debt scrvice capacity, which depends on the net forex income/delicit of the PTC, 1s
not rcadily availablc.

The PTC contribution to activitics of the productive scectors:

Mcasuring the contribution of th¢ PTC to the development ofthe productivity and
intcrnational compectitivencss of the productive scctors is rather problematic. This
can bc asscsscd with a certain level ol accuracy, but only in retrospect, through
rcgression analyvsis ol a longitudinal time-scrics from a samplc of countrics. However,
anccdotal studics may give usclul mdications. In Zimbabwc, complaints of the
busincss community in the press in the past two vears or so, give strong indications
that the contribution oftclccommunications 1s not adcquatc. But then onc
communication scrvice must not be reviewed in isolation. Firstly, the mail, tclcgram
and ftclex scrvices may compensate lor the shortcomings ofthe telecphone: sccondly,
the scrvice quality in Zimbabwe must be comparcd to the scrvice quality ofthe
country of thec main competitors, market by market.

The second set of problems relates to assessing the contribution of private
enterprises participating in the telecoms sector. Analysis of such enterprises faces
the same problems as the last two mentioned above. In addition to that, the private
enterprises present a few more methodological problems. They have since 1980
contributed mainly in the customer premises equipment marker - by trading,
mstalling and maintaining PABX, facsimiles. various radio stations etc. However, the
companies involved are usually general electrical traders and dealers. Therefore,
their financial (and emplovment) statements are not always adequately broken down
to refer to the telecoms category as a source of income. And their contribution to the
trade and forex balance of the country are even more difficult to estimate. because on
the one hand their installing activities are based on imported equipment; on the
other hand, their repairs and maintenance activities may be regarded as substitutes
for imports.
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4.3 Other Contributions of the PTC

The PTC is the main produccr of skilled labour in the scctor, assistcd by the
University of Zimbabwe and to some degree the Polytechnic in the supply of
cngincers. The PTC technicians, and to a less extent the cngincers, move in to the
othcr parastatals and the private scctor to satisly their nceds of skilled labour.
Furthcrmore, the cngincers and other profcssionals in the PTC middle and scnior
managcment, provide a pool oftop managers for all industrics in the country. PTC
submits that it has lost somc ofits qualificd personncl who have lclt to sct up own
firms, to work for compctitors within the country or to overscas and to the rcgion,

4.4 Regulatory Environment

The Post & Telecommunications Company (PTC) was cstablished by an Act of
Parhiament in July 1970, prior to which posts and tcleccommunication scrvices wcre
administered as a government department in the Ministry of Posts.

The financial scrvices operated by the PTC, like the money and postal order as well
as the Post Officc Savings Bank. arc not takcn into considcration here.

441 Lelter Post

Here, PTC is conferred a monopoly: "the Corporation shall have the exclusive
privilege of receiving, collecting, dispatching, conveving and delivering letters and of
performing all the services incidental thereto" (Section 3). Here it is spelt out that
courier service, that is convevance and delivery of a letter "personally" or "bv a
friend", is not "unlawful” only when there is no "hire. reward or other profit or
advantage for receiving. carrving or delivering it".

This mcans that commercial quick-dclivery of lctiers, containing urgent documecents
and other relatively large items, by motor-bike etc.. which is common in many market
cconomics. is literally illegal in Zimbabwe. Probably this kind ofurgent lcticr post is
cxpedited nonctheless, but disguiscd as parcel post. A morc important source of
competition to state monopoly of letter post (as well as of telegrams), however,
globally and in Zimbabwe is the lacsimile.

Given the monopoly accorded to PTC, a question that ariscs is how quality of service
is cnsurcd. Firstly, there is the convention concluded between countries of the
Universal Postal Union (UPU). That union decides on certain international
standards for the quality ol postal scrvice recommended to the member
organisations. Therclorc, PTC is adhering ¢.g. to the norm that cvery internal letter
should be dclivered within five days. Another target is that there should be a post
officc per 30 000 inhabitants. By 1992 this target was achicved but it is difficult to
uphold considering the population growth ol 3% a vcar.

Two rcecent and interesting trends in the provision of lctier post scrvices nced to be
mcntioned:



Private and Commercial Participation in Service Provision: Since 1992 there has
been a deliberate policy to improve access to postal services in rural and high-density
arcas (thc target of onc post office per 30 000 inhabitants). Liccnscs or sub-contracts
will be handcd out 1o local busincssmen - in botile-stores and shopping centres.
These will run sub-post offices and operate as agents for the PTC (PTC remunerates
per scrvice transaction and gives training to the pcerson who has been cmployed as a
sub-post master by the business-person). The first four sub-post officer were opencd
in February 1993.

The PTC post planning department is going to sclect numcrous busincssmen for
coniracts in thc coming ycar. At this point, the rcgulatory and control lunctions ol
PTC transactions with the privale scctor lack a clcar and distinct institutional basis.

International Business Reply Service (IBRS):

This is spccially designed for business uscrs to conduct cconomically their advertising
and publicity Campaigns through posts. Internationally, PTC startecd providing the
scrvice with a numbcer of countrics on a bilatcral basis from Ist July 1992,

4.2 Parcel Post

Hecre there is free competition (PTC Act, Scction 20). The PTC share ofthe market
is only 253-30%. The multinational DHL and thc national transport companics Swill,
Clan and TNT arc th¢ main privatc compectitors. Unlike letter post, this scgment has
ncver been a statc monopoly. There is free entrance to the market. All that is
nceded is to register as a company. With ncw cmphasis on the courier service EMS
(cxpedited mail service), PTC hopes to continuc the cxpansive trend that was
cxpericuced between 1991 and 1992, During that period, the volume of EMS
incrcascd [rom 23 000 articles to 31 338 articles. The market for "cash-on-declivery”
scrvice 1s also on the incrcasc. Again, the rcgulatory mechanisms of this market is
non-cxistant. A main issuc hcre is the cross-subsidisation within the PTC, with the
tcleccommunications subsiding the posts, thus putting its couricr scrvicc {(EMS) on a
favourablc looting for compctition.

4.4.3 Telegram Seivice (by lelex)

PTC holds in the telegram service. a virtual monopoly (Section 27). It is today. may
be, the best example ofthe improvement of a public service by combining one good
old distribution system (posts) and a relatively new technology (telex) in quite an
mnovative way.

But privaic pcrsons or companics may {ransmit and deliver telegrams on the
authority of the Minister. in accordance with conditions recommended by the PTC.
This licensing service is howcver outdated by the development ofthe technology and
of the scrvice organisation, respectively. Telcgram messages arc no longer
transmiticd by telegraph. but by a tclex nctwork commissioned in 1983, An in-housc
telex nctwork ofthe PTC connects most ol the post offices. The telegram has become
an increasingly popular service within Zimbabwe because of the lollowing supply side
factors: (a) thc incrcascd penciration of post ofTices, (b) the high cfTiciency, with low
maintcnance and opcration costs of the telex system compared with the (clephone
and (c) the sct-up by PTC ofscparate telex burcaus in the major post offices. The



domestic telegraphic traffic in 1991/92 has increased to 296% of the volume five
vears carlier for messages transmitted and to 130% flor messages reccived.

444 Telephone Services

Scction 26 ol the PTC Act distinguishes between teleccommunication scrvices "within,
mto and [rom Zimbabwc", and thosc "containcd within a single building".

Telephones "within, into and from Zimbabwe': This refers to the whole
transmission and local network system (cxternal plant) oftelephoncs. Here PTC has
the cxclusive privilcge of ¢stablishing, maintaining and working of the scrvices. This
applies even to:

« the installation of a telephone apparatus in the residential arcas as long as this 1s not
defined as a PABX - subscribers may however use alternative licensed handsets:

«  the installation ofa telephone linc (called "drop wirc") [rom the "distribution points"
in the outside plant or cable network, into the business building - the "distribution
frame" which is usually in the basement;

e the installation of lines from the distribution frame and into the various offices or
rooms of the building (called "internal wiring").

However, PTC can issuc licences cither in accordance with the prescribed conditions
and on payment of prescribed fecs, or on a special basis with the consent of the
Ministry when PTC (inds it "impracticable and inexpedient” to provide the service.
Such licences have for telephoncs. however, not been issued for operation in any
urban and cconomically viable arca. The licences have therefore been used not Lo
promole competition, but to complecment a monopolist telephone network without
any compctition.

Telephone "within a single building”: Conccrning services "contained within a
building”, the¢ PTC "shall not c¢stablish, maintain or work a privalc automatic branch
exchange (PABX) on behalf of any person". This is left to the private sector without
any compctition from the PTC. But infact, this is a very protected and rcgulated
markct. Any suppler to and repairer for the PABX market has to be approved by the
PTC. and the work is subject to the inspection ofthe PTC. In addition to establishing
the PABX itscll, the supplicrs may also do the internal wiring. By April 1993 there
were 14 approved supplicrs. The main oncs arc subsidiarics of multinational
companies. They include Ericsson, Phillips. Siemens, GEC Plessev Telecoms. and
Standard Tclephones and Cables (STC).

The PTC has monopoly over establishment, maintenance and works on any PABX
for "the President, the State and the Parliament”. Considering the large size ofthe
public scctor, this cnsurcs PTC a monopoly of a potentially large scgment of the
PABX market. The Minister can also, "in the public interest, direct the Corporation
to cstablish, maintain and work any privatc PABX". As lar as we know, this is applied
only to the parastatals and "privatc" companics owncd by the government or by

10 Quarterly Abstract of PTC Statistics, December 1992.



ggvcrnmcnl-conlrollcd holding companics.

Tclephone Maintenance Scrvices: [t is nccessary to distinguish between
mainticnance of, on the onc hand, the terminal cquipment (the telephonce scts or
"stations" - consisting ofthc "box" called basc-unit, the handhold picce and its wire)
and on the other hand the cxternal plant (the cables and other devices linking the
stations to thc public nctwork). The lcgal regulations governing these arc in the PTC
Act, Scction 20.

For subscribers' terminals, the privileges conferred to PTC in "establishing” secrvices
for residential and public office users, cnsurc the PTC a dominant position in the
procurcment and manulacturing ofthe cquipment. The telephone apparatus (when
installed called telephone stations) are rented from the PTC to the end uscr. The
PTC is the only onc allowed to repair and maintain these stations. The rights of the
uscrs towards this monopoly arc not specilicd. They are repaired at onc central PTC
factory in Hararc, assisted by a workshop in Bulavvayo. Therc is no scopc ofdirect
contact between users and repairers. This arrangemecent has been justified by the high
costs ol the test cquipment. Howcver. as 40% ol all the laults reported in the
neiwork stem from these terminal cquipment, the PTC management would not mind
to get rid of this burden and lcave the installations and maintcnancc ol all the
terminal cquipment to the market or to licensees, like in the PABX scgment.

By contrast, lor the cxternal plant, there is scope for dircct contact but the scrvice is
not backed up by an adcquately dccentralised organisation by PTC,

As will be claborated below. PTC is allowed to sub-contract any services Lo other
companics (PTC Act. Scction 20, Paragraph 21). As there alrcady cxist approved
suppliers for the private busincss PABX market, there is a huge potential for
sub-contractors and private participation in the construction and maintenance ol the
external plant/customer conncctlions.

445 Telefax  (Facsimile)

The telefax segment has become a completely [ree competition arca. There are no
scparate rcgulations lor lacsimilc. The telefax and the tclephone sct arc connccted
to the same pair of wires. Telefax is therefore treated equal to the alternative
telephone handscts that subscribers arc allowed to add to the PTC-owned terminal
cquipment they arce forced to hire. The only rcgulation or restriction here is that the
equipment must be of a tvpe approved by the PTC.

The PTC compcics in this scgment through their combined Tcelex and Fax Burcaus in
the post oflices. But the PTC considers this a public scrvice and therclore charges
only the ordinary tariff, without calculating profits and costs ol running the burcaus
themsclves. Many private vendors like onc name "Fax World" have cmerged over the
last ycars.

4.4.6 1elex

This 1s a complete monopoly of PTC, both in installation, maintcnancc and

opcrations. Stll, cven for this scrvice, the cxisting legal and rcgulatory (ramcwork is
under-specified. Being a technology introduced in Zimbabwe after the PTC Services
Act, there 1s no reference to telex there. Telex is now partly the new basis for an old



public service, the telegram, as outlined belore above. Partly, it 1s an independent
subscriber scrvice offcred to non-residential uscers, providing a global nctwork
separate from the telephone. Nevertheless, telex is under a stricter monopoly regime
than {tclephones.

For intcr-busincss communication and inicrnational tradc activitics, (clex has
completely replaced the telegram scrvice. The international traffic statistics show
that the telegraphic traffic volume in 1990/91 is 10-20% of that of 1980/81 (10%
mcasurcd in messages and 20% in words, whilce the tclex volume has incrcascd by
around 160% (in calls and minutcs alike). As thc number of annual intcrnational
tclcgrams have dropped by 224 000, the telex calls have incrcased by 334 000.'

The high cfficicncy ofthe telex network not only worldwide, but also mn Africa
comparcd to other post and tcleccom scrvices, may cxplain this development. The
main compcling scrvice {o the telex 1s the facsimile. But as the tclephone network
transmitting the lacsimiles 1s quilec congested and suffcring from a high lault rate, the

telex 1s regarded as the "cleancst" side of the tclecommunication opcrations of the
PTC.

The scparate telex switch is an Elcctronic Digital Exchange (EDX) supplicd by
Sicmens and commissioned in 1983, The PTC supplics and installs the telex tcrminal
cquipment, imported from Sicmens and SAGEM (Alcatcl) manuflacturcrs abroad.
There 1s an unlortunate mismatch i the customer relations. There arc as many idle
tclex lines as there arc would-be-uscers on the waiting list (approximatcly 1 200 and 1
000, respectively, out ol an cquipped telex capacity of 4 162, This 1s duc to shortage
of forex to import the required cables to install new telex channels.'”

447 Data  Transmission  Sendees

Until July 1991, PTC was not able to providc access [or the customer to its own dala
transmission scrvices. Instcad it has bcen lcasing point-lto-point {ransmission
facilitics, by lour wirc circuits. So [ar, 324 local, 221 inter-city and 12 intcrnational
circuits arc being lcascd by privaic companics (PTC: Report on Teleccoms Network
Status, Fcbruary 1993).

After commissioning on the 27 of July 1992, PTC offers its own data transmission
neiwork called ZIMNET. 1t is bascd on packetl swilching exchange technology.
offcring a varicly ol transmission spceds and a dial-up data communication scrvice
from other regional centres, with its own network control unit and billing computer in
Hararc. In this regard. thercfore, onc can conclude that there is regional coopceration.

4.4.8 Radio-communication Setvices

The role of the PTC 1is primarily rcgulatory, control and supcrvision. The control
takes the lorm of licensing. The growth of privately owned radio-communication
scrvices is, thereflore, captured by the growth oflicenses. The licenses increased lrom
14 000 in 1980 1o 25 496 in 1992 (PTC Annual Report. 1982/83, Annual Radio

11 Quarterly Abstract of PTC Statistics, December 1992.

12 PTC, Report on Telecommunications Network Status, February 1993.
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Scction Statistics, 1991/92). This is viewed as a good devclopment in the scnsc that it
cascs the pressurc on PTC lines® However it also implics that there would no longer
bc any controls on outgoing information and it might glso aflcct the proflitability of
PTC intcrnational tclecom scrvices by reducing the volume of demand for such

SCTvices.
4.5 Regulations Governing Allocation of Jobs

All contractjobs offcred by the¢ PTC go through the Public Tender Board. The idca
bchind this 1s to ¢nsurc that a fair allocation is adhcred to. However, there are
instances where conflicts arosc between PTC and the Tender Board in this respect.

For the construction of new buildings, post offices. houses for staff etc. every project
is sub-contracted to the private sector. Where such construction is outside the big
cities, indigenous businesses are the sole bidders for the contract.

Macro-Regulatory Aspects: macro-regulation of the posts and iclecoms scclor is
confincd to the regulations ol the Post and Tclecommunications Corporation, as
cxpressed in the PTC Act (9/1970 - Chapter 230). The act itscll and its application
indicates that the regulations of inancial operations arc thc most important. That
also cventually brings in the Audit and Exchequer Act (Chapier 168).

It docs not make scnsc to distinguish between the regulatory and the policy
framework, respectively. At least not from the point ofview of the PTC Act.

4.5.1 Policy Guidelines

The main policy guidclines arc contained in thc PTC Act. These pertain to the
commcrcial orieniation, autonomy. tarifls and borrowing approvals ol the PTC.

These are dealt with below:

¢«  Commercial Orientation; This mcrcly states that the P TC should opcrate on viable

commercial lincs. ! N T .

¢« Autonomy: In the case of failure to make a profit the Act provides that the PTC

draws from its rcscrves or borrow rom the Treasury.

e Authorisation of Tariff Changes and Borrowing: Any changes in tqriffs is subject to
approval by the Cabinet. Any borrowing by the PTC needs the approval of the
Ministry of Finance.

This scems {o be in contradiction with (a) and (b) abovec. It also tends to reduce the
cflicicncy of policy implementation duc to the burcaucracy in government '
dcpartments, e g, e e
> . .l.iul... I M T

4.6  Regional Cooperation:

Close cooperation is already 'institutionalised among the posts and
tclccommunications corporations in the rcgion. This is mainly in the technical (icld of
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devcloping joint intcrnational transmission nctworks around (wo projccts:
- THE PANAFTEL
- THE RASCOM

PANAFTEL is an clTort by the Aflrican tclccoms administrations organiscd in the
Southern African Telecommunication Administration (SATA). to develop a
terrestrial nctwork of micro-wave links. This ¢ffort was sped up with the formation of
SADCC/SATTC and the intention of rcgional intecgration: to link the infrastructurces
between the member-countries. PANAFTEL is now nearly complete and provides
cffcetive communication.

Less successful has becen RASCOM. As a spin-offfrom SATA. it was mcant {0
develop an Africa-operated satellite transmission scrvice, but has never taken ofT.
The African countrics disagreed on where to locate the hcadquarters. in Abijan or
not.

Nevertheless, two recent developments scem to intensify the process of incrcased
rcgional coopcration:

a Tcchnological development, with incrcased global compctition and off-springs to
the Southern African region in the mobile and satellite communications,

e Re-orientation of existing regional organisations. nurtured by the global and
technological developments, with the perspective ofdeveloping a regional common
policy and institutional or regulatory framework for telecommunications.

4.6.1 The Satellite and Mobile Communications Development

In 1997 there will be a low-orbit-satellite system globally, promoted by a consortium
around Motorola. That is a real threat to the local telecoms administrations. The
customer shall only pay oncc. to the global opcrator. lor the license for a hand held.
Even today there is INMARSAT - a London-bascd satcllitec organisation. Its
satellites charge $6 dollars per minute of transmission, and an earth satellite station
for mobilc telephones which costs US$6 million dollars. This makes it non-viable to
opcratc in onc couniry, given the small number of customers in Africa. But onc
regional earth satellite, e.g. in connection with the international gateway in Gweru
and carth satellitc in Mazowe, can carn money on the transit tralfic. requiring from
INMARSAT a ccrtain perecentage ofthe revenucs [rom the tralfic. Onc organisation,
e.g. the PTC could lease, on behalf of multinational companies based in the region, a
time-sharing satellitc circuit and charge the companics.

Another project in the GSM - Global System for Mobile Communications. If
introduced, this European system has to be adapted, both in its hardware and
software, to the local natural and political-economic environments. With a potential
for a common market in the manufacturing establishment and operation of the GSM,
a regional regulatory framework. e.g. for tvpe approvals and bill collection
enforcements is necessary. The SATTC had its first planning seminar on the issues
and options in mobile communications in Harare. March 1993
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libcralisation particularly of the telecommunications scctor. The capacity ol private
firms to bec compctitive in this arca is probably not in doubt.

All the firms in the telecomms service had made significant technological advances,
moving from electro-mechanical exchanges through analogue electronic to digital
electronic exchanges. Others had even diversified into solar and power engineering
fields.

As most lcading lirms arc alfiliates or subsidiarics ol international firms, access to the
latest technology is not a big problem for them. This however. is a problem for
locally owned lirms which lacc very high costs of importing the nccessary componcnts
to install the latest technology. For example, one [irm connected to GEC UK and
Sicmens had becn able to introduce the Printed Circuit Board (PCB) manuflacturing
opcrations which cnable it to manulacture PCBs to Double-Sided Throughole Plated
Level. It has plans for expansion of PCB capabilities and clecctronic asscmbly to
cnablc it to.do Surfacc Mount Technology. [i clearly was ablc to accomplish this due
to its connection to and hacking of a major internationally combined group. Yel, a
wholly locally owned [irm. involved in thec manufacturc of tclecomms cquipment and
with the capacity to do as the onc mcntioned above. could not contemplate
undertaking this latest statc-of-thc-art technology because the end result would be
cost-prohibitive.

It is noted that the (irms in this scclor arc in all catcgorics of small, medium to large
in tcrms of the worklorce they cmploy and percentage sharce of the national market
for their scrvices. For cxample, apart (rom the PTC, two of the six lirms responding
havc a workflorcc oflcss than 20. Two had between 20 and 30, the rest had 100 and
abovc.

Howcver, it must be noted that the two f(irms with below 20, gave only the number of
employees in the telecommunications activity and not other activities connected with
this or being undertaken by the firms. Furthermorc, such companics tended to be
thosc that simply import and distribute (install and scrvice) teleccomms cquipment
rather than assemble or manufacture, distribute and provide maintenance services.
Those that did the latier (and are mainly local lirms) were bigger cmplovers of
labour. Thosc that do the formcr (and mainly subsidiarics of multinationals) cmploy
a small workforce, the majority of whom are in skilled and semi-skilled categories.
At the samc time, a big local enterprisc like PTC cmploys over 9 000 persons. But
these include ecmployces in other scervices like postal and banking.

Apart rom the PTC taking 93% of thc national market in tcrms of the Statutory
scrvices that it has the monopoly of supply, there appcars to be sound compctition
among (irms in the activity that they arc allowed to undertake. No onc (irm has a
monopoly. TIn (act, nonc ofthe (irms cxcept onc, a locally owned manufacturer,
claimed to take up to 40% of the national market. The rest claimed between 13%
and 30% of thc national markct in the scrvice activitics they supplied. In fact, it
becomes clecar that the competitivencss of firms 1s hampercd by the lcgalised
monopoly cnjoyved by the PTC. This is negative in the sensc that the PTC 1s obviously
unablc to fulfil decmand, particularly in the telccomms scrvice.

The study camc across two [irms (both affliliated) providing a radio communication

scrvice through sub-contracting (military radio). There is a diversificd modality of

service supply by firms. One firm used a patent, while others used registered service
marks. Most [irms however, operate under license except the PTC itscll and the



dircet manufacturcrs.

4.7.2 International  Linkages

All enterprises responding except one, had linkages with international organisations
with corporate status. For example, three firms were linked to GEC PLC (London) a
holding company; one had links with AT&T Corporation, while others were linked
with Siemens. The advantages cited by firms with these linkages range from ability to
source technology., keeping abreast of latest know-how and other developments, and
the advantages of being backed by or being linked to internationally renowned
heavy-weights in communications technology. Certain advantages seemed to accrue
if one had the backing of a major world corporation. One firm suggested that it had
learned better management flexibility and adaptiveness through its links with one of
the world's largest corporations, AT&T.

As pointed out before, the PTC is a member of a number of regional and
intcrnational organisations. Thesc include ITU. UPU, PANAFTEL. TATELSAT,
PATU. AFRALT./SATA. ARTC and RASCOM. The benefits arc really those of
co-ordination, standardisation and harmonisation ol regulatory and deveclopment
issucs. There are others such as provision of or sourcing of lunding lor projects,
courses for training of personnel and general sharing ol expertisc and advice. Access
to softwarc and cquipment is another beneflit from such linkages.

The PTC is not a mcmber ol any national organisation. In lact. only two of the
responding firms indicated membership of 'national' organisations. The national
organisations were Confederation of Zimbabwe Industries (CZI), the Zimbabwe
National Chamber of Commerce (ZNCC), and ZIMTRADE. The conflederations,
ZNCC and CZI were criticised for providing no beneflits lor membership while
ZIMTRADE hcelped to liaisc with the governmecnt in scarch for "markets”. The tcam
was unablc to sccure an interview with cither the CZI or the ZNCC.

4.7.3 Profile  of Fxpenditure

Only (our of the responding (irms provided statistics on the profilc of their
expenditures for 1992/93. It was only in one firm that compensation and salaries took
up to 30% ofexpenditure. This was a local subsidiary of a multinational company.
The next highest expenditure (or this lirm was on cquipment depreciation and other
expenditures (both making up 36.3% of expenditure). The PTC spent only 29.26%
on compensation and salaries. Its cxpenditurc on other itcms unspecilicd was quite
high at 40.17%. This situation howcver, comparcs very well with that of a local (irm
which spent 29% on compensation and salaries. and 44% on other expenditures.
Only onc company indicated cxpenditure on rescarch and development and this was
only 3%. Others spent 0% on this. This undcrlines the technology dependence that
prevails in this sector and the fact that this is being reproduced.

Again, cxpenditure on markcting is not that significant. This might on the onc hand
be indicative of the monopoly situation enjoved by PTC or on the other, the
abundance ol the market and shortage of supplicrs. Flowever, since the monopoly
situation is known for a fact, thc fact that the PTC spends only [.20% on markcting,
while other companies in the sector spend between 1 and 10% on the item could be
indicative ofno high compectition. Thc opcrators in the scctor therelore scem Lo
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recmain [lairly circumscribed.

1
-?9. + Possibilitv for  Fxport

The possibilities for export of service activities here seem to be very lLimited at the
moment. All the firms cited the frustration by domestic bureaucratic procedures as
barriers to export. Apart from the nauseating paper work, there were said to be
trivial regulations which made locally-based companies uncompetitive in the region.
One local company involved in the telecomms equipment manufacturing for
example, had out-competed others in the region to start up a project in Namibia. It
lost the opportunity to less competitive SA-based firms because it could not provide a
back-up service due to Zimbabwe's restrictive policies. It gave up tryving to export its
services again. Another company. a subsidiary of a multinational, castigated the
domestic policy regime for being restrictive on export of service and declared that the
only way it could expand in the region was for the mother company to open up
branches in the region and not link these to Zimbabwe because of its restrictive
policies. This, the company submitted. was preventing Zimbabwe from being a
springboard for economic expansion in the region, a role which countries with more
progressive and liberalised environments would gladly take up.

Another barricr to cxports in the rcgion was said to be dishonesty. Whilc onc
company had won tender to put in placc a communications physical nciwork in a
country in the sub-region, it could not (ulfil this as the top person in the host
country's corporation demandced a bribc as a reward for awarding the contract. The
company nolcd that a French company ultimately took up the project at double the
cost that 1t (thc company) had offcrcd. The French consortium had probably
complicd with thc demand. This mcthod of doing busincss had convinced the local
company that rcgional coopcration was a non-staricr,

475 Regulatory Environment

Ovcrall, it must bc cmphasiscd that all thc companics with intcrnational conncction
arc quitc happy with the current regulations which they sce as changing lor the betier,
It must b¢ understood that companics which arc linked to multinationals arc also
linked in sharcholding with the government through the IDC. There 1s stll
unhappincss with PTC control on manuflacturc, supply and maintcnance of
tcleccomms cquipment. There is also unhappincss with removal of the 9% cxport
mcentive scheme. This has been unlavourable particularly to (irms involved in
manulacturing,

It is indigenous firms that are particularly bitter with the PTC monopoly particularly
in the telecommunications service activity where it is clearly failing to meet the public
demand. A group offirms came together to form a network (the Enhanced
Communications Network - ECONET) and led by Retrofit challenged the PTC's
legal monopoly on this and declared its intention to establish a mobile cellular
telephone network. The PTC had indicated its intention to introduce the same in its
public sector investment programme for 1993 to 1998. However, the matter remains
sub judice as the PTC has recently appealed to the Supreme Court after Retrofit had
won Its case before the High Court.

The matter really appears to be one of seeking to enjoy monopoly in an area



obviously promising high rcturns. Tt is not clcar what the ncgative and positive
outcomces would be with liberalisation ofthe communications scctor. The PTC and
government have not undertaken a thorough study to determine the issuc on the
cconomic standpoint, in terms ol what the national cconomy would gain and/or losc
with libcralisation of the scctor, particularly the tclecomms activity. Up (o now,
unconvincing arguments of the national sccurity risk: ol indigenous cnterpriscs as
“fronts for a (orcign clement" arc being uscd without any cogent cconomic basis. The
communications is such a vital scctor that no investment, (orcign or local, will be
attracted without a sound and dynamic modcern communications infrastructurc. This
is hcard in the local press almost on a daily basis.

With developments in the region, Zimbabwce cannot afford to act irrationally on the
cconomic [ront. The major conclusion ofthe sccond annual US-Africa
Teleccommunication and Broadcasting Conference in Scptember 1993 (AFCOM'93)
was that African countrics should open their continent to embracc new modes of
communication {cchnology and allow the private scetlor the frecedom to develop and
cnhance better communications. Zimbabwe has to consider developments in the
sub-rcgion. In South Africa,, no doubt the strongest compctitor to Zimbabwe's
cconomy, libcralization in this scclor was reported at the end of 1993 to have
involved the awarding to two privale consortiums, the licences to introduce ccllular
tclecphoncs. Onc ofthe lMrms, Vodacom (50% ownced by Telkom) announced that it
would roll out its nctwork carly this vear (1994), "providing somec 2 2000 subsidiscd
communitly telecphoncs to morce than 60 townships over the next five vears". The
company aimcd to provide 20 million South African citizens with access to
tclephoncs in (ive years. "Onc ol the biggest impacts would be a big incrcasc in
productivity”, said thc¢ company chicl cxccutive (Financial Gazctic, Scptember 30,
1993, p.30). What is morc, the South Africa government could cxpect to carn at lcast
R3 billion in taxcs and (ces from the two lirms over the next 10 ycars,

There is a case for Zimbabwe to consider in an honest way its rcgulatory environment
on this scctor. What is on the surface at th¢ moment is rather ncgative. An impartial
and comprehensive national study ofthis is urgent. There is required in this respect,

honcst political will in the interest ol national development.
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SECTION V ENERGY

S.1 Placc in the Economy

Zimbabwe uscs all forms ol conventional cnergy. Firewood is the main source of
cnergy consumed, accounting [or almost 39% ofthe total, lollowed by coal (30%).
Petroleum based fucls account lor almost 15% while clectricity supplics about 14%
ol total encrgy consumed. All petroleum products arc imporied in Zimbabwe.

Over the decade since 1980, the average rate of growth of energy consumption (at
3.5 % p.a.) outstripped that of GDP (at 2,7% p.a. in 1980 prices), and this was partly
due to the impact of relatively low prices of energy.

The main contributors to cmployment 1n the cnergy scctor arc clectricity and walter.,
Even then these arc arguably least contributors in the economy as a whole.
Electricity and water's share of total emplovment averaged 0.73% in the period 1985
o 1992. "

During the same period. clectricity and water's average contribution to national
incomc was 3%. This scctor expericnced large investments between 1980 and 1992
and this constituted 14% of GFCF. While the sharc contribution to cmployment and
national income was fairly stable. investmcent had large (luctuations. It was lowest in
1980. at 4.9% of GFCF. and highest in 1985, at 16.7% ol GFCF.

Over the vears. the structure of electrical energy consumed by different sectors of the
cconomy has been changing. During 1989, manuflacturing consumcd 47% ol total
clectrical cnergy consumed in the country. Mining consumcd 18%, the domestic
sector 10% and agriculture 9%. The SFYNDP notes that the annual rate of growth
ol clectrical cncrgy consumed over the period 1980 to 1990 was high lor the
agriculturc and domcstic scctlors at 3,8% and 4,9% respectively whilst that for mining
and manufacturing was low at below 2%. Overall electrical energy consumed grew by
4.8% p.a. between 1985 and 1990. [t is suggested that the above average increase in
the consumption of clectricity by the domestic scctor 1s duc to the higher rate of
urbanisation, with the number of domestic consumer connections rising from 167 393
in 1981 to 269 624 in 1989. The rural clectrification programmec was also active
mostly during thc pcriod 1984 to 1988 when up to 32 growth centres were clectrified.

At independence, the country's main source of domestic clectricity gencration was
the Kariba South hydro-clectric power plant supported by threc thermal power
stations namcd bclow and their capacity indicated:

1. Kariba South - F'ydro = 666 Mcgawalls
2. Hararc - Thermal = 135 Megawatts

0l

3. Bulawayo- Thermal 120 Mcgawalts

4. Munyat - Thermal 120 Mcgawalts

Total 1041 Megawatts



There were somce privale scclor gencrating plants that contributed to the clectnicity
supplics, but the shortfalls were gencrally met by imports from Zambia. The
commissioning of the Hwangc Thermal Power Plant, donc in two phascs, was the
most significant development between 1980 and 1990, The first phasc provided somc
480 mcgawatts and the sccond, somc 440 mcgawatts. This achicvement deercascd
Zimbabwc's dependence on the import of clectricity from 44% to about 20% of total
cleetricity  supply.

Investment in clectricity gencration and supply has been signilicant. Close to Z§1.2
billion was apportioned for the implemcntation of programmes proposcd in the
Government's First Five-Yecar National Dcvelopment Plan (FFYNDP). The major
projects that the investment went into werce: Kariba South Extension; Hwange units
no. 7 and 8§ and the cxtension oflthe transmission nctwork. Work also started on the
upgrading ol cxisting gencrating cquipment at Kariba Power Station.  Overall, the
investment on Hwange Power Station amounted to $967 million. The actual
cxpenditure over the period ofthe FFYNDP was $1.3 billion.

As far as the liquid fuels are concerned. the main fuel for the transport sector is
petrolecum bascd. cxcept for the railways system where clectricity and coal arc also
uscd. Zimbabwc also manufacturcs cthanol which it blends with pectrol to the cxtent
of 13%. Research results show that butanol and ethanol can be used as diesel
cxtenders.  Studies arc being conducted to assess the feasibility ol manulacturing
dicsel cxtenders in the country,

During 1989, about a million tonnes of liquid fucl were consumed. [t was not
possible to incrcase the proportion of cthanol in blend petrol since cthanol
production could not be incrcascd duc to the waler constraint on incrcasing sugar
canc production. Explorations ofoil and gas werc under way in the Zambcezi Valley
while a 200km oil pipclinc connecting Harare and Fcruka was approved. Through
the National Oil Company of Zimbabwe (NOCZIM), Zimbabwe sources oil from the
world market which is shipped to Beira in Mozambique and transported to Feruka
(ncar Mutarc) by pipelinc.

5.2 Regulatory Framework

There is no one regulatory ramcwork lor the energy scctor. This is because in this
scctor there arc a number of sub-scetors deflined by the different fucl types. The
most predominantly wsed, as wec have alrcady indicated, are the wood fucls. Therc
arc various picces of legal instruments falling under the Forestry Act which regulate
the wood-bascd fucls cg. the prohibition on the cutting of trecs cic. The major
shortcoming obviously is that wood [ucls arc the oncs mostly used by the majority and
vel there is no direct legislation governing their gencration and utilisation.

Coal 1s put to many uvscs including cleetricity gencration. Howcever, it 1s considered a
mineral when 1t is being mined underground, but becomes energy once on the
surface. It is currently governed by legislation in the mining scctor. The iron and
stcel industry and thecrmal power plants arc the major consumers of coal. The
ferrochrome industry requires low-sulphur, low-phosphorus coal which until recently
was imported. Coal is produced by private companics like the Wankic Collicry
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Company and the Sengwa Coal Mine. In the agriculture scctor tobacco and tea
growcrs arc the major consumcrs of coal.

Ncarly 4.5 million tonncs of coal was consumed in the country during 1989, 49% ol 1t
being uscd for clectricity gencration and about 32% consumed in the manuflacturing
scctor, Coal 1s also uscd as cooking lucl via usc ofcflicicnt coal burning stoves
miroduccd in somec parts of the country which have suffcred acute delorcstation.

Field testing of solar absorption refrigerators was undertaken during the first half of
the 1980s and some solar crop driers were constructed for demonstration in
communal areas. These are still being evaluated. A feW solar water heaters were
installed in high density residential urban areas to study their possible economic
benefits for use by low income urban households. This evaluation is still under way.

Photovoltaic technology has bcen used to convert solar cnergy into clectricity. This
tecchnology would be suitable for mceting the requirements of clectricity in arcas that
arc lar {rom the clectricity grid. This projcct. being undertaken with co-operation
from Germany, is proving to be of great benelil to remote arcas. However, there is
as vel no legal instrument regulating this form of energy gencration and utilisation.

There 1s no legislation governing the liquid fuels. The National Oil Company of
Zimbabwe (NOCZIM) was established according to the Companies Act. 1t only has
to adhere to the provisions of the Income Tax Act. However, practically there are
some constraining aspects. The company has a Board whose relationship with the
Minister responsible for Energy is not in black and white. However. the Board
cannot make decisions and implement them without referring to the Minister. There
is no law, for example. which savs NOCZIM cannot increase the price of petrol or oil
without the consent of government, but practically thev seek such consent. The
relationship between the responsible ministry and the company can sometimes be
discerned through memoranda - the only form of tangible communication between
the two. This unclear relationship makes for operational inefficiency. (To date
NOCZIM has not been keen to make an input into this study).

The most claborate lcgal framcwork [or cnergy gencration and utilisation relates to
cleetricity. This form ofencrgy is governed by the Elcctricity Act of 1985 which
repealed the Electricity Act (Cap 282) and amcendcd the Rural Councils Act (Cap
211), and the Urban Councils Act (Cap 214), thc Central African Power Act (Cap
279). and thc Local Authoritics Employces (Pension Schemes) Act 1978, The Act
also cstablished the Zimbabwce Elcctricity Supply Authority (ZESA) and provided
for the constitution and lunctions ofthc ZESA Board. Thc Elcctricity Act, 1985 (the
Act) rcgulates the gencration, transmission, distribution and supply of clcetricity
within Zimbabwe.

Section 3 of the Act cstablished ZESA and Scction 4. the Zimbabwe Electricity
Supply Board (the Board). The ZESA (or thc Authority) is a body corporaic and its
operations arc controlled and managed by the Board. Thc Board consists of the
gencral manager and no fewer that six and no more than nine other members
appoinicd by the Minister in charge of Encrgy (or any minister charged with the
administration ofthe Act). At least onc of the members of the Board must represent
local authoritics in Zimbabwe and on this member's appointment, Scction 53 (2) of
the Act provides for the Minister to consult with the Minister responsible for Local
Government.



The Minister also appoints the Chairman and Deputy Chairman of the Board and
may assign to the Chairman, through written notice to the Board. such dutics as he
may specifly [or the better implementation of the provisions of the Act and may
amend or revoke any such notice. Mcmbers arc appointed for a period not cxceeding
threc vears (as the Minister may [ix on their appointment) and thosc retiring arc
cligible for re-appointment. The Minister may. in terms of Section 9 (1) (a) (b) (c)
and (2) dismiss or suspend mcmbers on grounds ofunsuitability.

Scction 18 specifics the functions ofthe Authority as: to acquirc, generatle, transmit,
distribute and supply clcetricity: to investigate new or additional (acilitics for the
gencration, transmission, distribution or supply of clectricity and to advisc the
Minister of the result of such nvestigations (provided that if the Minister so dircets,
the Authority shall consult the central African Power Corporation in any such
investigations); to acquire, control and opcrate other undertakings within Zimbabwe:
and to acquirc asscts (rom the Central African Power Corporation (CAPCQ) (or the
purposc of gencration, transmission, distribution or supply of clectricity. The powers
ol the Authority arc spccificd mn Scction 19 (in the First Schedule) and arc (airly
cextensive. Scveral have to have the approval or conscnt of the Minister, and others
should havc the approval of thc Minister and the Minister responsible (or lnance,
particularly where borrowing and/or cxpenditurc 1s involved.

With respect to the relationship between the Authority and the Minister, Scction 20
ofthe Act requires the Authority to submit to the Minister any report which may be
recquircd in terms of the Act, (or in terms of Audit and Exchcquer Act (Cap 168):
such other reports as the Minister may rcquirc and may submit to the Minister such
other reports as the Board may consider advisable; in regard to the operations.
undcrtakings and property of the Authority. The Board is required to give to the
Minister all such information relating to the undcrtakings of the Authority as the
Minister may require.

Scction 21 ofthe Act allows the Minister alter consultation with the Board, to issuc
such dircctions ol a gencral character to the Authority relating to the cxcreise of its
functions as appcar to him to bc rcquisite in the national interest. The Authority is
rcquircd to comply.

Scction 22 (1) provided for the appointment of the general manager of ZESA by the
Board "on such terms and conditions as the Board. with the approval of thc Minister,
may [ix". The person appointed must also be approved by the Minister. The
cxperience with these processes underlines the fact that these provisions arc nol
mere formalities. The gencral manager is required to be ordinarily resident in
Zimbabwe. The Board may terminate the appointment of the gencral manager in
terms of conditions sct in paragraphs (a), (b) and (¢) or (¢) of Section 8 and
paragraphs (a). (b) and (c) of Scction 7 ofthe Act.

The gencral manager subject to the control of the Board sces to the management of
opcrations, undertakings and property ol the Authority.

Scction 23 of the Act allows the Authority to make by-laws prescribing anything
which by the Act is to be prescribed in by-laws or which. in the opinion of the Board,
is nccessary or convenicentl to be prescribed in by-laws [or the better excreise of the
functions of the Authority. The by-laws would not be of force and cflect until
approved by the Minister and published in the Gazette. By-laws made by the
Authority may range (rom: the terms and conditions under which the Authority will



supply clectricity and provide cquipment, apparatus and appliances: to the pavment
and collection ol moneys duc for clectricity supplicd and rentals of meters and other
apparatus; to the cutting off of the supply of clectricity for the non-payment of any
pricc. lec, charge or rental and the reconnection of a supply that has been so cut ofT:
to the lecs chargeable by the Authority for services incidental to the transmission,
distribution or supply ol clectricity: and to the construction, operation of works,
plant, machincry. apparatus, appliances and cquipment for transmission, distribution,
conncclion, installation and usc of clectricity supplied by the Authority and to the
rcgulation of the opcration ofundertakings by local authoritics with which and
persons with whom the Authority has entered into contracts in terms of Section 33 of
the Act.

The Act requires the Authority to conduct its busincss on sound commercial lincs.
Scction 24 rcads:

It shall be the duty of'the Authority so to excorcise its functions and conduct its busincss as to
cnsure that its income, taking onc vear with another. is not less than sutticiont to cnable the
Authority to meet the expenditure of'the Authority and other matters properly chargeable to
opecrating account. and in gencral the Authority shall conduct its busincss on sound commercial

lines.

The funds of the Authority consist of those pavable to the Authority from moneys
appropriated for the purpose by Parliament and those moneys or assets accruing to
the Authority in the course ofits operations or otherwise.

The law forbids anyonc to cstablish, maintain or opcratc any undcrtaking, the plant
of which has a rated generating capacity at the site where it i1s installed of one
hundred kilowatts or more, from which he transmits, distributes or supplics clectricity
to any other person. It crcates a monopoly in favour of (a) CAPCO, (b) the
Authority or (¢) a private undertaker who has obtained the consent ofthe Authority
and the Minister or who, being a member of or associated with a group of associated
companics, transmits, distributcs or supplics clectricity to that group of companics or
(d) a local authority which or other person who has entered into a contract with the
Authority for the opcration of an undertaking, or for carrying oul any aclivily
incidental therclore, by the local authority or person within the arca specificd in the
contract. Applications for consent are submitted to the Authority in a prescribed
manncr and must contain the requisite dctails as stated in Secction 34 (2). The
Authority will forward the application to the Minister il it 1s agrceable to it. The
Minister and the Authority, upon consenting to the application, may impose
conditions as they see [it and shall cancel their conscnt if any of the conditions arc not
complicd with. The Authority itsclf may makc by-laws rcgulating the gencration,
transmission, distribution and supply of electricity by any contractor.

The prices at which a contractor may supply electricity to a consumer shall be
determined in accordance with the contract concerned provided that such prices and
any variations thereof are approved by the Minister. Every contract is required to
make provision for an increase in prices in the event of a development levy being
umposed.

Section 37 (1) ofthe Act forbids the Authority or a private undertaker permitted to

supply clectricity to another person to incrcasc or decrcasc the rated gencrating

capacity ol 1its or his plant, or to crcct a new gencrating station, or the Authority to
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alter its contractual rights to purchase power from outside Zimbabwe without the
approval ofthe Minister. The Minister consults CAPCO in the consideration of any
such application,

Scction 40 (1) of the Act provided for the approval ol prices chargcable by the
Authority lor the supply ofclectricity to various classcs of consumers. The prices at
which the Authority may supply clectricity 1o consumers shall be those specified in
the current schedule of standard prices approved by the Minister. Subjcct to this
proviso. the Authority may [rom time to time vary the price or prices lor the supply of
clectricity to a particular consumer above or below the prices specilicd in the current
schedule of approved standard prices. after paving duc regard to any onc ol the
following circumstanccs:

* the amount of clectricity consumed;

X the uniformity and regularity of demand for electricity;

K The time when or during which clectricity is required;

¢  The cxpenditure of the Authority in furnishing the supply;
« the need to phase in new prices or tariffs; an

¢ any other circumstances approved by the Mimister.

Ifa consumcr objccts to the proposcd variation ol prices. he mayv appcal to the
Minister who may, afller considering representations made to him by the Authority,
conlirm the proposcd variation of prices or order that the proposcd variation be not
madc or order the Authority to make such variation as the Mimister thinks
appropriatc. Ifthcre 1s no objcction and application for review by the consumer, the
proposcd variation may comc into cllect.

There 1s disquiet over the degree of control exercised by the State over the Authority
as it is [clt that this harms clficiency. Although autonomous. the Authority still
rcmains a parastatal and thercfore has to comply with restrictive regulations, cg.
Tender procedure must comply with Government Tender Board regulations. Capital
projccts have to be approved by Ministry of Finance while tariffs have to be rcgulated
by Ministry of Industry. The dclays arc usually harm(ul to viability and c(licicncy.
Besides, time is usually wasted and wrong decisions taken with disastrous
conscquences [or the consumer. The best situation would. it is suggested. be that in
which ccrtain intermediate stages of the Authority's opcrations arc privatiscd or
commercialised. It is thought that full privatisation may not be that feasible and/or
desirable given that there arc huge capital outlays required lor investment and lew
forcign investors might want to venture into this given also the other controls which
still exist in the economy. The Authority is currently being studied with a view to
making institutional and rcgulatory adjustmcnts.

The other important regulatory framework is the Zambezi River Authority Act, 1987
(the Act) which was enacted to give effect to certain provisions of an inter-state
agreement relating to the utilisation of the Zambezi River between the governments
of Zimbabwe and Zambia. The Act also repealed Part Il of the Federation of
Rhodesia and Nyasaland (Dissolution) Order in Council, 1963 and the Central
African Power Act, (Cap. 270).
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Scection 4 (1) ofthe Act renamed the Central African Power Corporation (CAPCOQO)
thc Zambezi River Authority (ZRA). Its status did not change and rcmained as a
body corporatc. The composition, [unctions, administration, [inancing proccdurc,
privileges and immunitics of the Authority arc sct out in Articles 7 through 15 and 17
of thc inter-state agreemcent.

5.3  Regional Co-opcration

With rcgard to the pectrolcum basced cnergy, Zimbabwe has an agrcement with
Mozambiquc whereby an o1l pipcline runs through Mozambique from the port of
Beira to Mutare in Zimbabwe. The pipcline was completed towards the end of 1964
but its usc stopped with the Unilateral Dceclaration of Independence (UDI) in 1963,
It was rcsuscitated between 1982 and 1983 when a subscquent "Loss agrcement”
camc into being. In this agrcement, Mozambique had rcaliscd the loss it was making
on its rail system which was alfccted by that country's civil war. Mozambique argucd
for compcensation tom Zimbabwe which was using the pipcline rather than the
non-lfunctioning rail and road sysicm. Zimbabwc has rcsisted payment (or these
losscs and the 1ssuc is at a stalcmate. Zimbabwc (ccls this agrcement should be
tcrminatcd as it implics that Zimbabwc must pay (or the cffects of Mozambique's
civil war. Although the opcration of the pipcline is an cxpensive undertaking, it still
remains checaper than the raill and road system. Onc problem with this co-opcration
agrcement is that Mozambique demands pavment on the charges in US dollars.

Article 3 of the Zimbabwc-Zambia Agrcement on the utilisation of the Zambeui
River (hencelorth the Agreement) staics that both states reccognised that the
operation and maintenance ofthe Zambezi scheme 1s an economical and effective
mecans ol providing walcr {or the gencration of clectric power and (or other purposcs
and dccided to utilisc, opcratc and maintain the said scheme. The pre-existing
Higher Authority for Power was retained in the Agreement as the Council of
Ministers (as the Council). The Council consists of four members, two of whom must
bc Ministers ofthe Government of Zambia and the other two Ministers of the
Government of Zimbabwe. The Chairmanship of the Council alternates every vear
(through clection) between the two states and council mceets at least once cvery year.
The Council's decision must be unanimous to be ol cffcet, lailurc to which the matter
at issue 1s referred to the governments ofthe two countries.

The Council's responsibility is on matiers ol policy relating to the usc of the Zambezi
River and any installations thercon and gives dircctions to the ZRA as will ¢nsurce the
most clTicicnt usc of the River and its nstallations. The Council also gencrally
supcrviscs the opcrations ofthe ZRA and may ordcr any cnquirics into ils activitics.
It considers and approves devclopment plans ofthe ZRA and the schedule of dates
for payment relating thercto and adviscs the two statcs on any matter relating to the
usc ofthe River and its installations. The ZRA 1s governed by political authority i.c.
thc Council which may makc rules providing (or (a) thc manncr in which th¢ ZRA
shall perform any particular Cunction conferrecd or imposcd on it by the Agrcement:
(b) thc manncr in which thc ZRA shall manage its (inanccs and in which its accounts
shall bc audited: (¢) the tcrms and conditions of scrvicc of Board members: and (d)
the manncr in which the Authority shall preparc reports lor submission to the
Council,
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Articlc 8 ofthe Agrcement provides [or a Board of Dircctors which shall be
rcsponsible for the policy, control and management of the ZRA., The composition of
thc Board 1s six members with cach contracting country appointing hall of these. Onc
member was to be appointed by the Council and acceptable to the Commonwecalth
Devcelopment Corporation while the loan rom the said Corporation lasted. The
appointing authoritics arc to appoint altcrnates in respect of cach member and avoid
mcmbers of their national Parliaments. Appointees should have recognised
compclence in industry, cnginccring, the cncrgy scctlor, [inance or management or
with such other tcchnical cxperience or qualilication as arc dircctly relevant to the
running ol the alfairs of thc ZRA. The Chairman of the Board is clected cvery vear
and altcrnatcs between the two countrics in the Agrecement,

Article 9 ofthe Agrcement lays out the functions ofthe ZRA as: to operale, monitor
and maintain the Kariba Complex: in consultation with the National Elcetricity
Undertakings, to investigate the possibility of constructing new dams on the Zambezi
River and make recommendations thercon: to conduct rescarch on the Zamberzi
River for the better performance of its functions: in consultation with the National
Electricity Undertakings. to regulate the watcr level in the Kariba reservoir and in
any other reservoirs owned by the ZRA and, in liaison with the National Electricity
Undertakings, in the performance ol its functions that may affcct the gencration and
transmission of clectricity to the countries in the Agrcement. The ZRA is also
cxpected to submit a deveclopment plan and programmes to the Council for approval.

The ZRA may make by-laws prescribing anything which, in the Board's opinion. is
for the better cxcrcise ol the lunctions of the Authority (sce Article 10). The by-laws
so madc have Icgal lorce only il approved by the Council and published in the
Government Gazette of each of the states in the Agreement.

Article 11 ofthe Agreement provides [or the appointment ol a Chicl Exccutive who
shall, subjcct to the approval ofthe Council, be appoinicd by the Board and shall be a
national or resident of the contracting state other than that in which the ZRA's head
olfice is situated. The tcrms and conditions of scrvice of the Chicl Exccutive shall be
detecrmined by the Board and approved by the Council. The Board may dismiss,
suspend or reprimand the Chief Executive with the approval of the Council for any
rcason considcred sulficient. The Chiel Exccutive is responsible for the day-lo-day
managcement of the opcrations and property ofthe ZRA, subject to the control of the
Board, which may. with Council's approval, delegate anv ofits functions, as
appropriatc. to the Chiel Exccutive.

Article 12 makces provision lor the appointment of a Scerctary to the ZRA by the
Board upon tcrms and conditions sct by thc Board. In appointing any of its
emplovees including the Secretary and the Chief Executive, the ZRA 1s required not
to appoint, unless the Council approves, any person who is not a national or resident
of cither of the two countrics in the Agrecement, and in order to cnsurc the highest
standard ofperformance in its operations, to only appoint persons of high integrity,
sufficient qualifications and cxpericnce. having regard to the desirability ol
maintaining an cquitable distribution of appointments from among nationals of the
two countries in the Agreement.

The ZRA's funds consist of moneyvs paid in equal shares to the annual budget of the

ZRA by the two countrics involved after taking account of the levels ol the other

recvenucs to the Authority; tarilfs, fces, or other charges which the ZRA may, with the
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Council's approval, charge for services or facilities rendered, grants, donations, loans,
etc. from any source whatsoever approved by Council, and interests for investments
and loans to its employees.

The Board is required to submit to the Council and to the Minister responsible for
energy 1n each state, an annual report consisting of an income and expenditure
account, a balance sheet, a report of the Auditors to the ZRA and other details which
may have been directed as required by the Council and a Statement of capital
expenditure certified as correct by the Auditors to the ZRA. The ZRA is, except as
provided in the Agreement. exempt from the provision of any legislation of the two
countries involved regarding the audit and control of public accounts and in
particular. from such legislation regarding: the pavment of surplus monevs to the
Consolidated Revenue Funds or other equivalent funds of the contracting states: the
submission of capital budgets: the submission of revenue and expenditure budgets:
the submission of annual reports and accounts: and the powers of the Comptroller
and Auditor-General or the official carrving out similar duties in each country in the
Agreement.

The Agrecement restricts rights of private individuals rom usc of the Zambezi River.
Article 24 reads:
To the extent that those rights will not be inconsistent with the constitutional rights ol private
individualy in cach State, the rights ofthe Contracting States in the use ofthe Zamberzi River shall
take precedence over all private rights and cach Contracting State shall, within its erritory, take
such stops as are noeessary to onsure the observance ol such rights.

The provisions of this Agreement clearly establish political authority as the
controlling onc in the regional agrecment and running of the Zambezi River
utilisation scheme. Tt delinitely cstablishes a highly burcaucratiscd and politically
controlled system whose efficiency might be negatively affected. Yet the fact of the
Agrecment is a milestone in nccessary regional co-operation.

The ZRA agreement provided for an initial possible way of co-operation between the
two contracting country's National Elcctricity Undertakings. Thus, the countrics
continuc lo co-opcralc.

The Kariba Dam and power station on the River (Zambezi) were constructed during
the period of the Federation (of the Rhodesias and Nyvasaland) to provide
hydro-clectricity to today's Zambia and Zimbabwe. This project provided the two
countrics with abundant chcap clectricity for many ycars. Through the UDI vcars,
with strained political and economic relations with Zambia, the then Rhodesia
continucd to import power from the northern bank of the Kariba Dam complex
while using the cntirc output of the south bank station as wcll. This continucd up to
1987 with Zimbabwe importing up to a third ofits electricity from the north bank.
Zimbabwe installed two morc 1[50 MW gencrators at Kariba South and cmbarked on
prcliminary work for the construction of a ncw dam and powcer station at Batoka
Gorge on the same River. Domestic generating capacity was boosted by the
construction of large thermal power stations at Hwange. Stage Onc of this project
coming on sircam in 1983, Stagec Two camc on strcam in Junc 1987, and with its
raising of capacity to 920 MW, imports from Zambia ceased then.

However, imports from Zambia continucd to mect shortlalls in clectricity supply.
With the devastating drought in Southern Africa during 1991, electricity generation



became affected both for Zambia and Zimbabwe. The rivers Zambezi and Kafue
were too low [or suflicient gencration. In carly May 1992, Zambia advised
Zimbabwc of a scven days' notice to disconncet hvdro-clcetricity supplics. The
power squeeze became exarcebated in Zimbabwe due to the low capacity of the
Hwange Thermal Station which had onc ol its units out ol function for a ycar while
awailing nccessary lorex to import sparc parts for major rcpairs. Zimbabwc was
forced into load-shedding, urging users to cut consumption by 10-20%.

[n October 1990, the Governments of Zambia and Zimbabwe signed an agrecment to
procced with a pre-feasibility study on thc Batoka Gorge hydro-clectric projcet. A
change ol government took place in Zambia and the new government scamed intent
on cancclling the project with the fceling that only Zimbabwe would be the main
beneliciary. However, lollowing the signing of an accord in Deccmber 1991, and with
support of Zambian cxpcrts, the feasibility study is under way although the
commissioning ofthe dam and power station is not to be until the next century.

In May 1993, an agrccment was being lnalised between ZESA of Zimbabwe and
ZESCO of Zambia for thc Zimbabwc undcrtaking to import up to 100 mcgawatts of
power [rom July | 1993 to Junc 30 1995. In addition to this, it was agrceed that
ZESCO would supply on a daily basis additional firm powcr upon rcquest [rom
ZESA with no limits being sct. According to prcss reports, the two sources of
imports would provide ZESA with 200 to 400 MW of firm capacity up to mid 1995."

Mozambique and Zimbabwc signed an agrecement on the supply of 500 MW
clectricity rom the Cabora Bassa power station to Hararc on April 15,1992, This
source's capacity depended on (a) the watcer levels at Cabora Bassa. (b) cessation of
hostilitics in Mozambique to allow high-tension lincs and sub-stations Lo be
constructed. Electricity could be flowing onto Zimbabwe's national grid (rom
Cabora Bassa by late 1995 or carly 1996. Currently, with enough water, Cabora Bassa
can only bc able to pick up Zimbabwe's SMW Mutare load. Zimbabwe became a
mcmber of the permancentjoint committee which supervises the Cabora Bassa
hydro-clectric projecet. The commitice includes Portugal, Mozambique and South
Aflrica. The output of Cabora Bassa bought by Zimbabwe was previously reserved
for Eskom of South Africa. South Africa agreed to lct Zimbabwe usc this capacity at
Icast until the year 2003.

A tripartitc agrcement was also signed in Lusaka on May 6,1992, for Zimbabwe to
import 120 MW of power from Zaire through the Zambian grid. ZESA of
Zimbabwe had alrcady been buying power [rom Zaire since March 20, 1992,
Zimbabwc and Zairc had signcd an agrcement in Scptember 1991 for Zaire to supply
electricity to Zimbabwe.

Zimbabwe, through ZESA, has.been buying a maximum of 3MW from South Africa
mainly to supply Beitbridge on the Southcrn border, but now also supplying the
lowveld sugar production and ranching arcas. In 1992 Zimbabwc signed an
agreement with Eskom of South Africa for some 40MW to be supplied from South
Aflrica through thc Beitbridge/Messina link. However, technical problems arc said to
be sull hampering the full rcalisation of this agreccment. While South Africa has an
available capacity of 40MW, the demand is for some 30MW permanently connected

13 The Herald, May 8, 1993, p.3.
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to the South African system but which could be connected on to the ZESA national
grid. The ZESA-ESKOM agreement is believed to promise sales in either direction
for future vears.

Zimbabwce's ZESA and thc Botswana Powcr Corporation ol Botswana also rcached
an agrcement towards the closc ofthe 1980s for power sourced in Zambia to come on
to the Zimbabwcan national grid into Botswana. Zimbabwc gets "willing charges” for
this scrvice. Howcever, when Zambia (ailed to cxport its clectricity, Zimbabwc also
lost rcvenue.,

These arrangements within the region are an obvious milestone in regional
co-operation. However, some noted big problems with this co-operation are: the
demand by countries for pavment to be in hard currency. Once one or two countries
demand this. every other country is forced to do so. Then there is the fact that the
concept of generation of electrical energy in co-operation with countries of the
region is not built into national plans. A regional planning framework is not in
existence: more also. there is no 'regional' framework for arriving at the tariffs
charged. some countries end up taking advantage of the sitmation. With these kinds
of problems, it 1s believed that more regional co-operation would be of benefit with
the problems here mentioned being attended to. Much of the regional co-operation
agreements Zimbabwe is involved in are with countries in the SADC grouping and,
this co-operation is done through the SADC Technical and Administrative Unit
(TAU) (Energy) which is based in Luanda. Angola. It 1s felt that this co-operation
could be extended bevond SADC to include countries like Zaire - which already has
agreements with Zambia and Zimbabwe - and South Africa - which too has
agreements with Botswana, Mozambique and Zimbabwe. Such regional
co-operation could facilitate minimisation of the huge capital investments one
country would require to undertake projects that would vield output nearly sufficient
for its requirements for development. It could help in either reducing or at least
checking the increase in tariffs.

A study referred to as the SADC Energy Project AAA. 3.8 is currently under way to
assess the scope of co-ordinated utilisation and development of regional generation
and transmission facilities and to evalnate the potential benefits and costs of
increased regional co-operation related to transfers of electrical power and energy.
The study aims to take into account the requirements of individual SADC Member
States in terms of reliability, quality of service and planning criteria, security of
supply and self-reliance as well as considerations of institutional, contractual and
pricing matters. The study aims to include an assessment of the opportunities and
potential benefits of power exchanges with neighbouring non-SADC countries
including Zaire and South Africa.



SECTION VI CONSTRUCTION

6.1 Placc in Economic Environment

[n its SFYNDP, the government re-cmphasized the importance ol the construction
industry as part and parcel of the country's fixed capital formation. The sector's
sub-scctors of the building and civil cngincering arc responsible (or putting up the
country's socio-cconomic infrastructurc in the form of schools. lactorics, hospitals,
houses, offices, shops., roads, dams, canals etc. Adequate support for the sector is
therelore scen as crucial so as not to constrain currcnt and (uturc growth and
development.

The construction scctor has been depressed since the boom years of the carly  1970s.
In 1973, the scctlor accounted for almost 3% of GDP but this (cll to 2.2% in 1990 and
this was despite that the turnover ol the industry was morc than Z$930 million
(Z$380 million) in 1990."" Howcver, it should be pointed out that there is a lot of
undcr-reporting in the construction industry (rom the growth points and the
municipalitics.

Valuc addcd in the scctor rosc in 1981 and consistently declined thercalicr up to
1985. It increcased in 1986 but declined in 1990. The avcerage annual rate of growth
between 1980 and 1985 was a 0.8% with the growth rate averaging 2.6% between
1985 and 1990 and 4,7% in thc 1980-1990 dccadc.

The valuc of construction work done rose by 10% (rom between 1980 and 1981
beflore falling in 1985, By 1987 the valuc had fallen from the pecak ofZ$292,9 million
(at constant 1980 prices) to Z$§ 157.6 million. On average, the annual growth rate of
valuc of construction work donc between 1980 and 1985 was 3.2%.

The SFYNDP indicates that of the total work done between 1980 and 1987, more
than hallwas civil engincering, reflecting government's cmphasis on infrastructural
programmcs. Tablc 6.1 below shows the valuc ofbuilding and civil cngincering
works done between 1980 and 1987.

Fixed capital formation rosc in rcal tcrms from Z$12 million in 1980 to Z$24 million
in 1982 but started declining to reach the 1980 level in 1986. The sector's
coniribution to total gross fixcd capital formation was 2.3% in 1980, rising by a slight
margin to 2,6% in 1983.

14 See Econamic Intelligence Unit (EIU), Zimbabwe; Malawi Country Report No. 3, 1991 p. 21;
and EIU Country Profile 1991-92, Zimbabwe, Malawi p. 26. See also SFYNDP Vol.1 p. 51-54.
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Table 6.1

Building And Civil Engincering ($m, current prices)

Building Civil Lngineering T'otal
1980 104.7 152.6 257.3
1981 157.1 210.5 367.6
1982 171.1 239.7 410.8
1983 197.3 242.1 439.4
1984 173.1 286.2 459.3
1983 165.4 255.0 420.4
1986 190.6 270.3 461.1
1987 193.5 267.3 460.8

Source:  SFYNDP, 1993

The cmployment trend has been sce-sawing (rom 64 000 in 1974 to 42 200 in 1980,
pcaking at 31 100 in 1982 and dcclining to 44 800 in 1985. It remaincd less than 50
000 between 1985 and 1987. The construction scclor's share ol non-agricultural
cmployment was 6.2% in 1980. It (ell to 5.8% in 1985 and rosc to 5.9% in 1986. With
cmployment in the scctor rcaching 74 400 in 1990, duc to thc boom in the late 1980s
the share rosc to 7.7%.

Prices of building materials and shortages of essential parts have bedevilled the
performance ofthe sector. In the SFYNDP. it is noted that the building material
price index grew at an average of 18.9% p.a. between 1980 and 1985 Brick prices
were the largest contributors to this, followed by sanitary ware which grew by 21%
and 19.5% p.a. respectively.

The housing sub-scctor has performed very much below requirements. The
mammoth waiting lists in major urban centres, particularly Harare and Bulawayo, and
the growing incidence of squatting arc testimony to this crisis. In 1990, the housing
waiting list in Hararc was for 35 000 units and was growing at the ratc of 900 units per
month. Despite the fact that the demand was mainly for low income houses - because
the majority ofthe pcople were in the low income bracket - conditions were not
conducive to flacilitating these samc pcople to acquire housing. The costs and
standards required by law militated against this. For example. the high standards
required mecant that the minimum cost of a corc house. consisting ol onc room and
ablutions, m Hararc was somc Z$12 000. This put such housing bevond the recach of
most applicants. Estimates, according to the EIU Country Report are that 60% of
the 60 000 pcople on the Hararc waiting list in 1991 did not qualily (or a loan rom a
building socicty beecausc they carncd less than Z$480 per month,

The Ministry of Construction and Public Housing revised standards and allowed

building ‘of shells' without windows or door [framcs for only Z$2.600 cxcluding site

costs (ncarly double this). As alrcady mentioncd. not only inappropriately high

standards were the problem but also shortages. e.g. of glass, cement, bricks. gypsum

products, window and door framcs ctc. Howcver, the situation has improved duc to
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the trade liberalisation programmec. Apart from rclaxing standards. the Government,
during its First Five Ycar Plan pcriod, introduccd some incentives to enhance private
sector participation in low income housing development. Tax laws were reviewed for
building socicties while employvers were allowed tax rebates for putting up low
incomc houscs lor cmployces up to a maximum valuec of Z$18 000. But problems
have been faced due to shortage offunds in building societies which offer
uncompetitive interest ratles to depositors.

Between 1986 and 1990, 49 000 housing units were constructed by both public and
private scctors in both rural and urban arcas. Governmecnt also upgraded housing.
constructed schools, hospitals, rural hcalth centres, office blocks, barracks cle.

Table 6.2

Public Sector Investment: 7Z$'000, Current Prices

Total

1986/87

1986/87 1987/88 1988/89 1989/90 1990/91 -1990/91

1. 103379 134075 289579 305491 240246 1174791

2. 1620 4094 3288 2179 6041 17222

3. 88941 100142 250647 263474 289176 992380

4, 11368 14787 19417 19106 17400 32078
J.

6. 3450 15052 7707 5732 12650 44591

7. 36727 46882 43265 54554 51918 2333406

8. 32604 41882 35265 42100 42718 194369

9. 4123 5000 8000 12454 9200 38777

10. 142106 180957 332844 360043 392185 1408137

1. Construction 6. Ilousing

2 Various Works 7. National ITousing
3. Government Buildings 8. Urban

4. Office Accommodation 9. Rural

5. Civil Scervice 10 Total

Source:  SFYNDP. 1992,

The construction scctor sulfcred a scvere shortage ol new plant and machinery duc to
the foreign exchange constraint. Shortage of surveved land due to shortage ofland
survevors and surveying cquipment was another problem. A survey undertaken in
May 1988 cstimated that 43,7% ofl all plant and cquipment held by construction
companies predated 1975 whilst only 9.1% of their plant, equipment and vehicles
post-dated 1983.

Apart from shortages already mentioned, skilled personnel in the areas of
architecture, cngincering. quantity surveying, valuation and physical planning were in
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short supply. Also unavailablec to mcct demand were middle management and
supcrvisory personncl with ‘on site' cxpericnce. The cxpansion which occurred in
this scctor in the latc 1980s also shot up the demand which (ar cxceeded supply. The
shortage of cquipment plus insulTicient government support strangled the growth of
the small contractor. In fact there arc now loud crics against monopoly in the
construction scctor and the strangulation of the small, mainly indigcnous, contractor,

6.2  Level of Competition

Established companics dominate contracts o the detriment of small contractors. A
World Bank Report in 1991 warned ol an impending collapse of the construction
industry and accuscd it of discrimination against the Black contractors. The rcport
argucd that a major constraint was this marginalisation of small contractors: the
Construction Industry Federation of Zimbabwe (CIFOZ) was acknowledged to
represent less than 25% of the registered contractors. but only 10-15 of these
monopolised 90% ofthe construction work. This situation has led to the formation
ol a rival, mainly Black. association called the Zimbabwc Building Construction
Association. The World Bank report detailed unfair trading practices against Black
contractors and obstruction of access to materials and machincry. It concluded with
rccommendations for alfirmative action including that 13% ol major public scclor
contracts should be sub-contracted by large contractors to indigenous small
contractors and that there should be preference in tendering of projeets, (sce EIU
Country Report No. 3, p. 21,1991, Zimbabwe. Malawi).

Thus, there are problems rclating to shortages ol esscntial inpuls. inappropriately
high standards, shortages of essential skills, monopoly and diminished state support
for the up-coming small contractor.

The cstablished firms in CIFOZ complain ofunlair advantage allorded to lorcign big
companies that are allowed to come in and undertake projects which could be done
by local (irms. The foreign concecrns arc allowed to bring in their technologics (frec)
as long as they will take them away upon complction ofprojccts. Howcever, upon
completion of initial projects, they remain in the country and do local projects
utilising their advantage in terms of "conncctions” and technological supremacy. The
local (irms facc not only forcign currcncy consiraints in obtaining tcchnology but have
to pay dutv for what they import. Apart from this unfair advantage afforded foreign
capital, the local big companics do not leel [rustrated by the public scctor or
constraincd by its undertaking of certain projects. In (act, a look at projccts
undertaken betweer 1980 and 1990 shows that the public sector takes much ofthe
civil construction while the private sccltor dominates building. Table 6.3 below shows
percentages ol construction work undertaken by the public and private scclors.
Column 1 shows the percentage oftotal work undertaken by the Ministry of Public
Construction and National Housing: column 2 the percentage of total work funded by
government but undertaken by the private scctor, and column 3 shows the proportion
undertaken by the private sector. The total of columns (1) and (2) shows the
percentage ol construction work lunded by government. while the totals of columns
(2) and (3) shows thc percentage ofwork undertaken by the private scctor [irms.
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Table 63

Percentages of Work Undertaken by the Public and Private Scectors

Building

Public Sector Private Sector
Year By Public Bv Private
1980 13.7 35.7 30.6
1985 22.4 42.4 35.2
1990 199 28.1 52.0
Civil
1980 60.2 12.4 27.3
1985 65.1 24.1 10.3
199 75.6 14.2 10.2
Columns m ) 3)

Senree: CSO and  compiled by CITOZ, 1993,

6.3 Regulatory Framework

Firms in the construction scctor arc cstablished in accordance with the Companics
Act and adhcre to the provisions of the Income Tax Act. The principal Act governing
the conduct of industrial relations i1s the Labour Relations Act No. 16 of 1985. Every
vear the industry enters ncgotiations with the representative organisation of labour.
A Collective Bargaining Agrcement is rcached and rcgistered in terms of Scetion 84
of the principal Act. Currently, Statutory Instrument 199 of 1988 provides for the
collecctive agrcement of the National Emplovment Council for the Industry. The
partics to the Agrcement arc the CIFOZ and the Zimbabwce Construction and Allicd
Trades Workers' Union. This instrument. which includes a code of conduct replaces
all other previous instruments and codes.

Due to the already mentioned inappropriately high standards and regulations
governing the undertaking of construction work, the government, in keeping with its
liberalisation programme, has set up a Deregulation Committee chaired by the
Ministry of Local Government, which has already identified the Housing and
Building Act and the Housing Standards Control Act as pieces oflegislation
requiring deregulation.

With respeet to building reform regulations. The Urban Councils Model (Use and
Occupation and Building) by-laws at prescent cover arcas like construction dctails.
Local Government Circular No. 120 of 1993 introduced minimum planning standards
which reduce minimum stand sizes, inlrastructurce and superstructurc for residential
propertics in the low and middle incomce range. The circular forms the basis upon
which more affordable standards for industrial development can be formulated. The
rcforms arce said to be aimed at reducing unnccessary regulation ol the private sector
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and thus stimulate privaic scctor aclivily. "

There arc other burcaucratic rcgulations which arc viewed as lrustrating local
companics, particularly their ability to successlully compete lor projects outside the
country, 1n the sub-rcgion. The central bank burcaucratic proccdurcs for approving
certain aspects lcave companics uncompetitive, for cxample, against their South
Aflrican counicrparts. The burcaucracy 1s [clt to be cumbersome while some
rcquircments such as that cquipment taken out should be brought back may be
unrcasonablc or may makc no cconomic scnsc,

6.4  Regional Co-opcration

There 1s not much ofthis. There should be. given that countries such as Mozambique
and Angola. devastated by civil wars, would require much construction work and the
Zimbabwean firms are in a good position to take advantage of this. However, with
the bureaucratic hurdles already mentioned. these firms may be out-competed.

A protocol was signed with Angola for Zimbabwean firms to undertake construction
work. This fell through when war broke out again after the recent elections.

15 ESAP Highlights: Monitoring and Evaluation Unit; See also Business Heralf, March 13, 1993
p.4.
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SECTION VII TOURISM

7.1 Introduction

Tourism can be broadly deflined as travel from onc location to another (or
rccrcational, business or other purposes. Where the locations reler to countrics this

is termed "international tourism”. Travel is a prerequisite (or the consumption of
tourism scrvices.

Tourism scrvices comprisc a hcterogenous mix ol services which include those that
arc spcceilic to the tourism industry, c¢.g. accommodation lacilitics, lood, cic., and
othcr scrvices that are not specific to the tourism industry, c.g. travel. This presents a
number of problems when it comes to data collection, studying the industry, and cven
when 1t comes to policy decisions.  For instance supposing that the transport scctor
cxpericnced an annual incrcasc of 30% and all of this was duc to an incrcasc in the
tourist tralfic, then this would be rellected under the transport scctor. The relative
importance ofthe tourism industry would therelore be diflicult to capture and policy
is likely to favour the transport sccior rather than the tourism scctor. The World
Tourism Organisation dclincs tourism scrvices as thosc that arc the objcct of
payment madc by intcrnational visitors for their own consumption, but cxcludes
intcrnational transport as this is covered under the transport scctor. For the purposcs
of this study tourism scrvices would include:

a Hotcls and Restaurants:

3

Tour Opcrators and Car Hirc:
R Travel Agents;

¢ Hunting:

»  Gamec Vicwing; and

a  Sight Seeing.

Following the "Transnational Corporations, Services and the Uruguay Round., United
Nations, New York, 1990" study, firms providing tourism services are subdivided into
two, viz, purvevors and those that act as intermediaries. Purvevors are those that
provide services that are specific to the tourism industry. e.g. hotels and restaurants,
while intermediaries are those that are not specific to the tourism sector. e.g. travel
agents. This subdivision is likely to cater for most of the tourist dollar expenditure in
the host country. This is based on the fact that it is estimated that between 20% and
30% of the total expenditure by international tourists is on air transport, whilst food
and lodging account for approximately 30% of the total expenditure.'®

16 Transnational Corporations, Services and the Uruguay Round, U.N. New York, 1990.
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7.2 Development Potential of Tourism

Devclopments in the world tourism is summarized in Tables 7.1 and 3.2, The tablcs
show that with the cxception of the ycars 1982 and 1983, world tourism cxpericnced a
rcmarkablc avcrage rcal annual growth ratc of 7.4% bctween 1983 and 1988, Ofthe
total world tourist arrivals in (988, Europc rccorded the highcest arrival rate,
accounting (or about 64% ofthc world total arrivals. North and South Amcrica was
sccond with [8.6%, (ollowed by East Asia and the Pacific with 10.7%, Aflrica with 3%,
Middlc East with 2.3%, and South Asia with 0.7%. Decspitc its low contribution to
world tourist arrivals, Africa rccorded an incrcasc in the avcrage arrival rate of 9.4%
between 1983 and 1988 comparcd with 7.4% (or the wholc world, 6% (or Europec,
8.4% (or North and South Amcrica, [8.2% (or East Asia and thc Pacific, 3.2% for the
Middlc East, and 1.3% f(or South Asia. Given that the tourism industry in Africa is
still in its infancy this indicatcs that Africa still has a potential to devcelop its tourism.

As pointed out carlicr, the classification of the tourism industry provides a uniquc
opportunity for gross overlaps with other scetors when it comes to data collection.
This ovcrlap almost always Icads to an undcrstatcment of the contribution of the
tourism industry, 1t i1s in actual (act this very rcason that lcads most African
governments {o underplay the importance ofthe tourism industry. Tt would therclore
makc no scnsc to talk about the contribution of the tourism industry to GDP,
cmployment, forcign currency carnings ctc. In view ol thc above comments onc
sccks to have an insight ofwhat was happening in the tourism industry by looking at
the tourist arrivals and rcccipts, the average hotcl occupancy, the hotcl occupancy
ratc, and thc average night spent.

Tablc 7.3 gives the figurcs lor visitor arrivals, tourist rcecipts, the average night spent
in hotcls, and the avcrage hotel occupancy for the vecars [980-1991. The table shows
that the visitor arrival ratc grew at an annual average of 14.4% between 1983 and
1991. That for tourist rcceipts was 100.1%. The avcrage nights spent declined at an
avcrage annual ratc of 5.6% while the avcrage hotel occupancy grew al an avcrage
annual ratc of3.7% during the samc pceriod.

Table 7.4 gives the lgures for available bed nights, the bed nights sold and the
occupancy ratc lor the vears 1980-1991. The lgurcs show that between 1983 and
1991 the available bed nights grew at an average annual rate of 3.2%, while the bed
nights sold grew by an annual average ratc of 10.7% and the occupancy rate by 3.7%.
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International Tourism Arrival and Reccipts World-Wide and by Region, 1983 and

Table 7.1

1988

Region Arrival Million Receipt SBil
1983 1988 1983 1988
World 284.4 390 098.4 195
Percentage of World 'Total 100 100 100100
Index (1983-100) 100 137 100 108
Annual Growth Ratc 1983-88 7.4 19.6
Aflrica 8.2 12 2.6 4.3
Percentage ol World Total 2.8 3 2.6 2.3
Index (1983 — 100) 100 147 100 14.2
Annual Growth Ratc 1983-88 9.4
North and South Amcrica 50.9 72.6 24.3 39
Percentage of World Total 17.9 18.6 24.7 20
Index (1983 100) 100 142 100 160
Annual Growth Rate 1983-88 8.4 12
Tast Asia and the Pacilic 21.9 42 10.1 24.3
Peroentage of World Total 7.7 10.7 10.2 12.5
Index (1983 100) 100 101 100 142
Annual Growth Ratcl983-88 18.2 28.4
Furope 192.8 251.5 55.3 118
Perecntage of World ‘Total 67.7 64.4 56.2 60.7
Index (1983 — 100) 100 130 100 213
Annual Growth Rate 1983-88 6 22.6
Middle Fast 7.7 9 3 7
Perecntage of World Total 2.7 2.3 4.3 3.5
Index (1983 — 100) 100 16 100 162
Annual Growth Ratc 1983-88 3.2 12.4
South Asia 2.7 2.9 1.6 2
Pereentage of World Total 0.9 0.3 1.6 1
index (983 — 100) 100 109 100 121
Annual Growth Rate 1983-88 1.8 4.2
Source:  Limbabwe Tourist  Development  Corporation. 1993,

100



Table 7.2

World Tourism Arrivals and Receipts, 1930-1988

Arrivals Receipts
Years (Millions) Annual % (Billions $) Annual %
Change Change

1950-1960 25.3-69.3 10.6 2.1-6.9 12.6
1960-1970 69.3-159.7 8.7 6.9-17.9 10.1
1970-1980 139.7-284.8 5.6 17.9-102.4 18.1
1981 288.8 1.4 104.3 1.9
1082 286.8 -0.7 98.6 -5.5
1983 284.4 -0.8 98.5 -0.1
1984 311.2 9.4 102.5 4.1
1985 3257 4.7 108.1 5.4
1986 332.9 22 130.1 20.4
1987 358.7 7.7 158.7 22
1988 390.0 8.7 195.0 22.9
Sentree: World  Towrism  Organisation, Compendium of Tourism Stutistics, 1983-1987.

Note: 1988figures  are provisional

Table 7.3
Visitor Arrivals and Ietel Statistics
Year Visitor Tourist Av. Nights Av. Tlotel
Arrivals Receipts Spent Occupancy

1980 268418 24196 11 43
1981 272436 32645 12 40
1982 331740 32810 12 37
1983 276804 27580 12 33
1084 314383 39103 12 34
1985 301640 39247 9 38
1986 395091 49137 7 37
1987 454779 54786 7 36
1988 451844 47659 6 41
1989 466161 91959 6 45
1990 382682 158884 6 47
1991 636767 276867 6 50
Sonrce: The Zimbubwe  Tourist  Development  Corporation, 1993,
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Table 7.4

Ilotel Occupancies

Year Bed Nights Bed Nights Occupancy
Availahle Available Rate %

1980 1829479 776880 43

1981 2043450 813522 40

1982 2030548 749811 a7

1983 2053854 673978 33

1984 2041963 678979 34

1985 2121110 797763 38

1986 2123467 784248 37

1987 2371154 §38730 30

1988 2391773 976073 41

1989 2570044 1144427 45

1990 2580918 1220620 47

1991 2645552 1324910 50
Senuree: The  Zimbabwe  Developpent  Corporation, 1993,

Average Annual Average Annuval

Growth Rate 1983-1991 % Growth Rates 1983-1991 %
Visitor Arrivals 14.4 Bednights Available 3.2
Tourist Receipls 100.1 Bednight Sold 10.7
Aver. Night Spent -5.6 Oc¢cupancy Rate (%) 5.7

Aver. llotel Occupancy 5.7

The fligurcs arc intercesting in that:

©

Whilc the visitor arrivals incrcascd at an annual average of 14.4% between 1983 and
1991, the bed nights sold increased at an annual average of only 10.7%. This tends
to imply that somc of the arrivals rccorded were cither cross border shoppers or
pcople visiting fricnds or rclatives since ncither would rcquire  hotcl
accommodation.

Whilc the visitor arrivals was incrcasing at the ratc ol 14.4% per annum between
1983 and 1991 thc avcrage nights spent was decrcasing at the rate of 5.6%, and the
tourist rcccipts was incrcasing at the ratc of 100.1% per annum. This tends to point
al two possiblc factlors, viz:

the incrcasc in visitor arrivals rcflects an incrcasc in cross boarder shopping:

the increase in tourist receipts is a reflection ofincreased prices and this reflects
that hotelicrs maintained profitability mainly by increasing prices.
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Table 7.5 gives annual visitor arrivals in Zimbabwe by region of origin for the vears
1980, 1983-1991. The table shows that in 1991 a total of 636 676 tourists arrived in
Zimbabwe. South Africa, Botswana, and Swaziland were the major sources of
tourists. accounting for 42% of the total tourist arrivals in that year. This was
followed by Zambia with 32%. and the rest of Africa with 11%. All in all Africa
accounted for 84% ofthe total tourist arrivals in 1991, while Europe accounted for
10%, and the rest of the world 3%.

Between 1985 and 1991 total tourist arrivals in the country increased by 706%
compared with 87% for tourists originating from Africa, 37% for those originating
from Europe, and 31% for those originating from the rest ofthe world.

The above breakdown shows that:
* the tourism industry is a (ast growing industry;
« there is still room to incrcasc the tourism industry in Zimbabwe:

¢ morc nceds to be donc to attract tourists to Zimbabwce, particularly (rom North
Amcrica and Europec.
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Table 73

Annual Visitor Areivals by Region of Origin

Region of Origin 1980 1985 1986 197
Arivals — Ratioof  Areivals  Ratioof  Amivals  Ratioof Areivals  Ratioof
Total Total Total Total
RSA, Botswana & Swazland 120900 045 150190 04 1415 03 1208% 04
Zambia %8t 034 104700 00 126913 031 MR 04
Rest of Afric 1443 003 2810 0 Y 0.0 RN 009
Sub-Total Africa 2628 084 9170 040 414 080 37978 081
Britain & lreland 84 007 1% 007 19163 (07 0T 007
Germany 413 00 T4 00 8 466 002 9318 002
Restof Europe w0 BN 08 il 04 R AR ¢
Sub-Totel Enrope 3131 (04 {67 0. U0 0.14 %3 013
USA & Canada Y91 000 13464 004 14634 004 154% 03
South America o9 00 U 000 R 000 il 00
Asta 40 001 194 001 4104 001 3 001
Aurahn§ NewZewnd 2080 001 W 0 6480 002 §99 (00
Sub-Tota 11048 004 YA 007 20 6% (0] B4 006
Grand-Total 268618 10 164 10 o - W N 0




Table 7.5 (continued)




7.3  Major Tourist Centres in Zimbabwe

Zimbabwe has a number of tourist attractions some of which are unique to
Zimbabwe. These include:

o The Victoria Falls:

¢ Gamc Parks:

a lunting Safaris:

o Dams good for fishing and angling:
» National Monuments:

9 Casinos; and

« Beautiful sccnery.

Below 1s a table showing somc of the major tourist centres and their major activitics.
Tourist Centre Major Activities
Victoria Falls Viewing The Victoria Falls (One of the Seven
Wonders of the World )
Casino
Kariba Fishing and Angling
Casino
Water sports
Nyanga Gamc Vicwing
Scenery
Casino

Trout Fishing

Matopo Ilills National Monument
Scenery
Iwange Game Viewing

lunting
Grecat Zimbabwe National Monument

Gonarezhou Game Viewing

There arc also a number of hunting salari camps which will be discusscd 1n the
rclevant scctions.



7.4  Regulatory Environment and Regional Cooperation in Tourism
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7.4.1 Fishing

There 1s not much in terms ofrcgulatory cnvironment when 1t comes to fishing. No
distinction is made between locals and foreigners. The few existing regulations
include the following:

. An individual 1s allowed a maximum oftwo rods. cach with a maximum ol two hooks.

®  The bag limit, i.e. the quantity of fish that an individual is allowed to take home at
the end ofthe day. is [iltcen.

o The charge 1s Z$2 per day per person.  For angling, that is fishing as a sport, the
charge 1s Z$200 per day per group irrespective of the group size.

There 1s no regional cooperation in fishing.

7.4.2 Hunting

Hunting is a major tourist attraction in Zimbabwe. There are several hunting camps
in Zimbabwe. These include Nyakasanga, Chipatani. Chemakunguwo. Rosslyn.
Charara, Makuti and Dandawa. Thc demand for hunting safaris 1s so big that hunicrs
have to be screened. There are four types of hunts. viz: tenders, draws, auctions, and
lcasing. The [irst two arc [or locals while the last two are spccifically [or intcrnational
hunters.

Tenders: With tenders people are given a list of the available hunts together with the
bags (i.e. the list of game in each hunt) and tenders are invited). The most lucrative
tender for a given hunt wins 1it.

Draws: With draws people buy tickets at $20 each so as to participate in the draw. A
draw 1s then conducted and the owncers ol the tickets drawn win the hunts.  Since
there arc a number ofbags per hunt on tendering pecople also indicate the bags they
are imnterested . On winning the tender the winner is supposed to pay an amount
cqual to the valuc ofthe bag. The value ofthe bag is the value attached to the
anmimals in the bag by thc Dcpartment of National Parts and Wild Lifc Managcement,
In the last hunting seasons a total of 7 378 tickets were sold and an amount of Z$147
560 was raiscd. Speccial trcatment is accorded to The Zimbabwe Hunters Association
who arc given a quarter which they then split among their members.

Auctions: Auctions are specifically for international hunters. A prospectus is sent
outl to all known hunters all over the world and other intcrested partics between
Scptember and October cach ycar. The auction i1s then held in February or March of
the following vear. Bidders are required to attend in person or to appoint an agent
who would act on their behall. The agent has to be resident in Zimbabwe. Moncy in
forcign currcncy has to be deposited in the agent's bank account before the auction.

On winning a bid, a hunter is given a hunting permit which also enables the hunter to
obtain an export licensc should he or she wish to export the trophies (i.c. horns,
hooves, hides ctc.) and/or the mcat. Howcver, if a hunter wishes to export the mcat
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then permission has to be sought rom the Veterinary Department. In the casc of the

endangered species, such as the elephant. the leopard. and the lion, which are
prohibited in somc countrics. production of a valid import license from the hunter's
country of origin is rcquircd belore an cxport license is granted. Hunters arc also
allowed to sell the meat of the animals they kill provided this is not done in the
hunting arca.

In the last auction a total of Z$4.1 million was raised in foreign currency in a matter
of four hours. The highest bid for an elephant was Z$125 000 (approximately US$20
000).

Lcasing: Leasing is yct another way hunts arce allocated. In this mcthod hunting
arcas arc lcascd out to locally registered salari opcrators through auction. The Saflari
Opcrators then travel the world over trving to scll their (ranchise to international
hunters. The locals do not participate in this type of hunt. To be cntitled to a leasc
the concession holders have to pay an amount cqual to 30% ol the lixcd charges as
leasc [ccs for the yvear. The flixed charge 1s the valuation ofthe game in the bag.

Any huntcer who is not resident in Zimbabwe 1s rcquired to obtain permission to hunt
from the Director of The Department of National Parks and Wild Life Management.
Any hunter entering Zimbabwe should use the samc port for both cntry and exist
unlcss prior arrangements have been made.

The Parks and Wild Life Act of 1975 stipulaies a number of regulations which arc
pertinent to hunting. The following arc somc of the relevant regulations i the act:

a The custodianship of wild lifc on land is cntrustcd to the approprniatc authority
(generally the owner) of the land.

o State license fees for hunting is not applicable on privately owned land.

¢ No pcrson other than the appropriate authority for the land may hunt any animal
(which includes birds) or rcmove any animal or part ofan animal, cxcept in tcrms of
a pcrmit issucd by thc appropriatc authority.

¢ Only the Minister of Natural Resources and Tourism may issue a permit for specially
protcctecd game.

» Il a buffalo, an clephant, hippopotamus, lcopard or lion is shot at and is only
wounded, this fact must be reported to the appropriate authority for the land on
which it was last sighted within 24 hours.

¢ Ifspecially protected game is killed or injured, except in terms of a permit, a report
must be made to either the police or the Department of National Parks and Wild
Life Management.

o  The third schedule (Scction 33) ofthe Act gives specifications ofthe types ofweapons
to be used for the various tvpes of game.

Other pertinent regulations include the (ollowing: -
8nly two hunters arc allowed per hunt
No persons may purchase or participate in more than one hunt.

No persons may act as an agent for any bidder who is normally resident in
Zimbabwe.

- A person who wishes to act as an agent for a non-resident bidder shall apply to



the Dircctor of National Parks and Wild Life Managcment in writing at least
one calendar month prior to the date of the commencement of the auction.

- Payment in full is madc at the timc ofpurchasc (i.c. at the auction floor).

7.4.3 Touwr Operators

To qualify as a tour operator onc nceds to have a tour opcrators license which can be
obtained by applying through thc Ministry of Environment and Tourism. The license
allows the holder to conduct gamc-viewing drives with clicnts.  Open vchicles may be
uscd only ifin the company of a licensed professional hunter or guide, otherwisc
vchicles have to be solidly built up to shoulder level. The vchicle should have public
service vchicle licenses.

Tour operators using a vchicle of over three tonnes in weight are required to pay an
annual levy lor cach park. Thosc using morce than 20 vchicles per park arc also
requircd to pay an annual levy. All tour operators operating commercially, arc
required to pay the prescribed tour operators entry fce for cach park. This can be for
the whole vcar for a given park for any number of clicats, or payment would be on
cntering the park, in which casc payvment would be per clicat.  In the case of foreign
basced tour operators payment has to be in [oreign currency.

Guides arc required to have a couriers license which is obtainable rom the Ministry
of Environment and Tourism on application. A special canoc guide license has to be
sought rom the Dcpartment of National Parks and Wild Lifc Management for those
who wish to conduct canoe, kayak, or rafting salaris.

Each park has its own park rulcs and rcgulations which all tour opcrators opcrating in
that area are required to be acquainted with. Parks facilities like camping sites and
accommodation have to be booked in advance in competition with the gencral public.

Most of the rcgulations governing tourism arc containcd in the Development of
Tourism Act, No. 36 of 1975 and the ancillary Statutory Instruments. 767 of 1979
|Development of Tourism (Tour Operators and Couricers) Regulations, 1979, 78 of
1980 |Decvclopment of Tourism (Designated Tourist Amenitics) (General)
Regulations. 1980); 424 of 1980 |Development of Tourism (Hotels) (Groups and
Grades) Notice, 1980, and 4223 of 1980 |Dcvelopment of Tourism (Hotels)
(Genceral) Regulations, 1980]. The rclevant scctions in these instruments arc given
below.

The Development of Tourism Act. No. 36 of 19735

Among other things the Act sets up the Zimbabwe Tourist Development
Corporation, ZTDC, whose duties include:-

R the promotion, fostering and development of tourism:

®  cncourage the provision and improvement of tournist lacilitics in Zimbabwe and
cnsurc that tourist devclopment takes place within the ccological and physical
capacity of the tourist attractions themselves.

The Act also scts the broad guidclines on the powers ofthe ZTDC, the rcgistration,
grading. regrading, and exit of hotels, restaurants. tour operators and couriers, and

other tourist amcnitics. The specilic details arc contained in Statutory lnstrumecnts
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78 of 1980, 79 of 1980, 423 of 1980, 424 of 1980 and 767 of 1979. A bricf of the
regulations set out in each one of these is given below.

Decvelopment of Tourism |Designated Tourist Amenitics General|] Rcegulations,
1980: These regulations stipulate the sicps to be followed when applyving for the
registration of a designated tourist amcnity. The (ollowing arc some of the
rcgulations in the instrument relevant to this study:

* On application for rcgistration an application fee of Z$10 and a registration fec of
Z$10 (which i1s rcfundced in the casc of the application not being approved) is paid:

=

Amecnitics nced to be insurcd before being registered:
[t Registration is valid for a period of twelve moniths:

«  On rencwal of registration aflter the twelve months period a fce of Z$10 is charged;

3

Every tourist amenily is rcquircd to mcecet the minimum standards for a tourist
amcnity as stipulated in Statutory Tnstrumcent 79 of 1980 and this 1s dcalt with below:

3

The minimum standards arc subjcct to regular checks by a designated officer who
may visit the amcenily at any rcasonablc timc:

»  Where accommodation is offered a levy is charged on guests who are over the age
oftwelve vears. The levy ranges lrom [ive cents per guest per night where the charge
for accommodation 1s {two dollars or Icss per night to (ifteen cents per guest per night
where the charge for accommodation is over thirteen dollars per night.

Development of Tourism (Designated Tourist Amenities) (Declaration and
Requirements for Registration') Notice, 1980: The first schedule ofthis Statutory
Instrument declares the following amenities as designated tourist amenities:

o All animal parks:

o  All caravan and camping parks;
o All holiday rcsorts;

o All places where the business of supplving tourists with lodging for a reward 1is
conducted;

e All other places where the primary purpose of the business conducted i1s that of
providing a service to tourists.

The second schedule gives a whole range of measures that have to be fulfilled at
tourist amcnitics. These include:

«  The conditions of cquipment and (acilitics;

«  Safecty precautions;

a Medical facilities:

9 The general maintenance of a tourist amenity;

e Specifications and the general conditions of bedrooms., bathrooms. toilets, bars.
public rooms, water supply. lighting, ventilation, rclusc disposal, rcercation facilitics,
kitchens, dinning-rooms, f(irc prccautions, cooking lacilitics clc.
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Dcvelopment of Tourism (Hotels) (Groups and Gradcs) Notice. 1980

This Statutory Instrumcnt classifics hotels in tcrms of licensing and grading. In tcrms
of licensing a hotel can be classified as:

« licensed;
e partially licenscd; or

« unlicensed.

With rcgard to grading,a hotcl can be graded on a scalc onc to five with onc being the
lowest grade. Howcver, there arc also some ungraded hotels. This is not to say the
hotcl cannot qualily to be on any onc ofthe scalc had it applicd for grading.

The first schedule of this statutory instrument, among other things, scis the minimum
standards flor hotels. Thesc include, sizcs and conditions of bedrooms, bathrooms,
dinm'ng rooms, electricity etc. The second schedule give the various grading
rcquirements for hotels. The third schedule gives details as to how holcls arc graded.
Development of Tourism (Hotels) (Genceral) Regulations, 1990. This Statutory
Instrument sets our procedures for registration, grading. cancellation of registration,
change of ownership, registration of guests at hotcls, and the levy pavable by guests.
Somc of the pertinent regulations include the following:

e An application (or rcgistration should bc accompanicd by information on:
the full extent ofthe land on which the hotel is situated.
- all the buildings on the land: and
any scrvitude over or building-linc restriction on the land.

e A copy of every brochure, pamphlet or booklet relating to accommodation and
catering of a registered hotel which is issued by the hotel should be furnished to the
Recgistrar within (ourtcen davs of being madc available to the public,

A pcrson shall be disqualificd rom being registcred as a hotelier if:

- he/she has, within the five vears preceding his/her application, been convicted
of an offence within or outside Zimbabwe and scenienced to imprisonment
without the option ofa [inc, and the scnicnce has not been wholly suspended or
set aside on appeal or review or been the subject of a free pardon; or

he/she 1s an unrchabilitated insolvent.
A fee of $20 is charged for an appeal against the decision of the Registrar.

» The Registrar may give notice of cancellation ofregistration ifhe/she feels that some
of the conditions for registration are not met.

e The rates oflevy pavable by gucsts at a hotel range from twently cents per gucst per
night for a one-star hotel to sixty cents per guest per night in the case of a five-star
hotel. The levy is payable il a person stays for a period in cxcess ol ten days in any
onc calendar month, The levy should not excced $2.00 in a month (or onc-star hotcl
and $3.00 for a three-star hotel. Where the charge for accommodation is less that
$2.00, no levy is pavablc. Levy is only pavable for the gucsts who arc over twelve
ycars old.
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Tour Operators: The application fee for a tour operator is Z$20. The license fee is

Z$100. The tour operator's license is valid for twelve months. On renewal of the
license a fee of Z$100 is charged. In the case ofthe application not going through the
fees are refundable.

Courier's License: The application fee is Z$15, and the license fee is Z$5. The
license 1s also valid lor a period of twelve months. On renewal a rencewal Ice of Z$5

is charged.

The Statutory Instrument stipulates special conditions for tour opcrators' licensec,
These include that:

* no hunting safari for a tourist who is a visitor to Zimbabwe shall be permitted by the
tour opcrator unless it will be under the dircet control of a prolcssional hunter or
lecarncr prolcssional hunter, and

prior to thc commencement ol any hunting salari arranged by the tour opcrator for
a tourist who is a visitor to Zimbabwe the tour operator shall:

- conclude an agrcement with the tourist:
- submitl two copics ofthe agrecement to the Registrar, and

- the tour operator shall, as soon as possible. advise the Registrar of any
cancellation or amendment of the agreement:

¢ three copics of any brochurc, booklct or pamphlct published or issucd by the tour
operator should be lodged by the tour operator with the Registrar within 28 days
after publication. advertisement or issue: and

¢ lour opcrators arc required to provide and keep in force a policy of insurance
approved by the Registrar which insures cvery tourist who undcrtakes a tour
arranged by the tour operator against injury, or loss ol life or loss or damage to
property which may be causcd by the wrongflul act or omission ol the tour operator
or any of his emplovces in respect of such amount as may be approved by the
Registrar in respect of cach individual.

Travel Agents

There arc virtually no controls on travel agents. The only requircment is that all
tickets sold should have a bank guarantee. Originally there was a minimum capital
requircment but this was abolished with the advent of the Economic Structural
Adjustment Programme (ESAP). Onc thing nceds to be pointed out, and that is that
the competitiveness of the tourism industry depends very much on the
compctitivencss of travel agents. In light ofthis (act it is important that travel agents
bc interlinked with the major international airlines through the computers.

Hotcels

The biggest hotel chain in the country is owned by the South African Southern Sun
Group. It has a hotcl in cvery major city and tourist resort in the country,
Objcctively, it could be the only hotel chain with a centralised reservation sysiem.

:I:lc}is sysiem is very mygh deC]ldCl‘l(lP%lb)llcaSésd lincs l‘r(il‘n lzhf l1(’)0 ls’caz:]ld

ccommunications Corporation onscqucnt chni problcms that



arc notcd under the PTC arc bound to alfcct this rescrvation sysiem,

Elscwhere 1.¢c in other hotels, the process of computcerisation has found application in
accounting and billing of guests.

Hotels with international aflfiliations or famc arc thc Hararc Shcraton and thc
Mcikles Hotcl, both ofwhich are [ive star hoicls.

7.5 Regional Co-opceration

There is no clcar-cut co-opceration in the arca of hunting and fishing. Thc only thing
that comecs close to regional cooperation is the fact that the Department of National
Parks and Wild Life Management is a member of the Convention on International
Tradc in Endangcred Spccics (CITES). CITES has rcgional represcntation, and to
the extent that only onc or two rcpresentatives have to come

from the Southcern African region, it follows that the rcgion has to have a common
stand at this international forum. Zimbabwe is a member of the Tourism
Co-ordinating Unit of SADC. It is also a member ofthe World Tourism Organisation.

7.6  Problems Faced by the Tourism Industry in Zimbabwe

There are scveral problems faced by the tourism industry in Zimbabwe. The [irst onc
is that of failure ofrecognition as a major foreign currency earner and a major
contributor to GDP and cmployment (both formal and informal). This ecmanates
from the problems of definition which have been alluded to. The sccond problem is
that of lack of publicity. The Zimbabwe Tourist Development Corporation was
formed to scll Zimbabwe as a tourist destination, and to be an investment arm of
government in industry. The [irst task was dillicult to accomplish for two rcasons.
The first of these is lack of adequate funding to do the job. Thus it is reported that at
times the international offices in Franklurt, New York. London and Johanncsburg
somctimes go without brochurcs that show what Zimbabwe has to offcr. Probably
related to this is the fact that these international offices are manned by civil servants
who arc not dircctly answerable to the ZTDC. The problems associated with this sct-
up arc too obvious to warrant furthcr comment,

The other problems which the ZTDC was lacing was that ol having to carry oul two
contradictory functions; i.c. that ol promoting ils own inlcrests as a corporation
competing in the tourism industry and that of promoting Zimbabwe as a tourist
destination. This is however going to be resolved when the new bill which secks to
split the two functions is passed. ZTDC will be split into Zimbabwe Tourism
Development Authority (ZTDA) and the Zimbabwe Tourism Investment
Corporation (ZTIC). The ZTIC would be responsible for investment aspects of the
currcnt ZTDC. The ZTDC would be responsible for the promotion of tourism and
the training ofthosc in tourism-rclated business. In this rcgard. it necds to be
pointcd out that the private scclor is also running parallel training courses which it
claims has international rccognition. It might pay dividends (or the two to put their
hecads together and work jointly.
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Yect another problem rclates to delays at customs check points.  For instance, it was
rcported that it used to takc up to scven hours to cross the border at the Beitbridge
border post. Howcever, this has improved duc 1o compultcrisation. This tended to
frustratc tourists and discourage would-be tourists. It is claimed that the problems
arosc partly out ol lack of organisation on the part ofthe customs oflficers rather than
the customs procedurcs themsclves. For instance the abscnce ol clcarly marked signs
showing which qucuc pcople shouldjoin causcd a lot ofconlusion. Therc is also a
problem ofmanpowcr shortage during holidays and these arc periods when the
dcmand for tourism secrvices are high. Perhaps an unjustificd complaint is the onc
where tourists [cel they arc being treated as crooks when they arc required to declarc
their hard currency.

Finally there 1s a problem of co-ordination of the various aspccts oftourism. Thus we
find that casinos arc rcgulatcd by the Ministry of Home Affairs, the opcration of
hotcls is the responsibility of the Ministry of Tourism, liquor licenscs arc a
responsibility of the Ministry of Justice. To show how this causcs problems: Supposc
the Ministry of Tourism wants to closc a hotcl becausc of poor standards it cannot do
so unlcss the Ministry of Justice confliscates the liquor license. Tt is suggested that a
commitice be cstablished that coordinates all these various activitics.
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SECTION VIlI DISTRIBUTION

8.1 Definition and Significance

A discussion of distribution scrvices 1s slightly complicated comparcd to other
scrvices. This is becausc, while the main concern ofthe study is with producer
scrvices as distinguished (rom consumer scrvices, part of distribution cntails
consumer scrvices. In lact in both the national accounts, it is largely trcated as
mcaning both. Conscquently, rctail scrvices arc included.

Distribution is the link between production and consumption of both final and
intermediate products. [t is organised through a nctwork ofretail and wholesale
outlets, and the statc markcting boards i.c. the¢ Cold Storage Commission (CSC) that
buvs and markets beef, the Dairy Marketing Board (DMB) - milk, the Cotton
Markcting Board (CMB) - cotton, and the Grain Marketing Board (GMB) - grains.
These lour fall under the Agricultural Markcting Authority (AMA). The Zimbabwe
State Trading Corporation (ZSTC) also engages in both domestic and international
trade in specified and unspecificd goods on behall of the state.

Apart from the just mentioned organisations the distribution scctor is largely
privatcly owned.

Onc fcaturc of companics in Zimbabwe is both their vertical and horizontal
integration. This monopolistic characteristic is very much a product of past autarchic
policics engendered by U.N sanctions during U.D.I1.

The upshot ofthis structure is that companies are engaged notjust in the
extractive/primary activities, but see to the processing and marketing of final goods.
As a result a substantial element of trading 1s subsumed under this structuring.
Typical examples are Lonrho (Pvt) Ltd and its subsidiaries and Anglo-American
Corporation which is the biggest economic entity in the region.

There arc (irms specifically cngaged in rctailing and wholesaling, chicl among which
are Delta Corporation, T.A. Holdings and the Thomas Meikles Group. Added to this
arc wholesalers. The latter arc organised into the Wholesalers' Association with an
official membership of 43 although there arc more wholcsalers.

8.2 Broad Macro Framework and Policy Objectives

821 Macro-lramework:

As has long been obscerved with respect to the political cconomy of the country, there
has been a maldistribution of virtually all services that 1s rooted in its history. Thus in
the casc ol distribution therc was at indcpendence concentration of these in the
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than 5% in the communal areas.

In the immediate post independence period, the cconomy expericnced a boom which
camc as a rcsult ol a combination of factors, the main oncs being the lifting of
sanctions and a good agricultural scason. The cnsuing wage and salary increases, (rec
hecalth and primary cducation, the lifting of sales tax on some basic [ood itcms and the
reductions in sales tax cnabled the retail scctor to register real growth rates ol 33%
and 17% for 1980 and 1981 respectively.'®

Howcver, the cconomic decline ofthe 1982 to 1984 period led to negative real
growth ratcs of the scctor of 14% and 3.1% respectively.'? Despite the recovery in
subscquent vears, the retail aspect of the distribution scctor has suflered in the 1980s
duc to thc prevailing tight monetary situation and the worst drought in living
memory. In short this aspect of the scctor is very income clastic.

The incomce clasticity of this scctor was confirmed by the chairman of the
Wholcsalers' Association. He said that during an cconomic crunch manuflacturers ftry
to go to the consumers or rctailers dircetly thercby by-passing wholesalers. Howcver,
manulacturcrs tecnded to insist on cash whercas wholesalers offered 30-90 davs credit.
This credit linc was becoming incrcasingly difficult to sustain because of the
monclary squccze. Conscquently, fewer customers (retailers) were having casy
access Lo it as in the past.

822 Policy Objectives

Two distinct phascs can bec obscrved in government policy on the distribution scctor,
The first onc is the cgalitarian and dirigiste approach of 1980 to 1990. The sccond
one 1s the approach that is in keeping with the economic structural adjustment
programmc (ESAP).

One ofthe stated policy objectives of the government at independence was "the
balanced development and equitable distribution of income and productive
resources”. " Thus during the first phase of government policy its aim was to expand
and decentralise trading outlets into the rural areas. This would enable people in the
rural areas to obtain goods at comparable prices to those in urban areas and in
adequate quantities.

This policy objcctive was partly c¢flectcd through the sctting up of the Small
Enterpriscs Development Corporation (SEDCO) in 1984, whosc loans were mainly
taken up by solc-proprictorships: through the markcting boards rclerred to carlicr on
and thc Zimbabwc Statc Trading Corporation. Furthcrmorc, through their price
control mechanism it was hoped that somc mcasurc of cquity would be introduced
into the scctor.

17 CS0, Census of Distribution Report, 1980/81.

18 Social Economic Review, 1980 - 1985, Ministry of Finance, Economic Planning and
Development, 1986.

19 Ibid.
20 Grawth with Equity op. cit.



With respect to the establishment of infrastructure, apart from the improvement of
the road network which is treated elsewhere in this report, the improvement in the
marketing of agricultural produce was one ofthe mechanisms of attaining the stated
policy objectives. As can be seen from Table 8.1, there was a deliberate effort to
increase the storage capacity of the Grain Marketing Board in order to accommodate
deliveries from the peasant communal sector. Between 1981-1982 and 1990-1991 the
silo capacity increased from 295 750 tonnes to 328 500 tonnes ie. by 79%, while
platform capacity during the same period increased from 240 790 tonnes to 4 260 000
tonnes.

Notwithstanding these broad policy objectives and clforts. it is gencrally
acknowledged that trade services in these arcas are still not adequate. The
communal (armers have to pay rather high charges lor the marketing of their produce
and their supplics ol inputs and goods 'for personal consumption arc obtained at high
cost’. !

While the stated policy objective may not have changed much, recently the approach
has. Thc cconomic reform programme is said to be aimed at improving primarily the

living conditions of the poor.

21 Secand Five Year National Development Plan (SFYNDP), p. 64; December 1991, Gaovernment
of Zimbabwe (G.0.Z.).
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Table &.1

Stopage Capacity (tonnes)

Silos owned Sheds owned leased Plattorm owned Totals

IToards Agents by Boards & Agents by loard

1982-1988 295 730 158 795 240 790 728 705
28 100 5270

1983-1984 295 750 153 040 240 790 723 930
29 100 5 260

1984-1985 295 940 139 590 - 254 340 20 870

1985-1986 363 949 131 000 292 140 795 670

1986-1987 427 000 131000 292 000 880 000
30 000

1987-1988 427 000 . 397 000 985 500
30 000

1988-1989 427 000 637 500 1 094 300
30 000

1989-1990 427 000 183 000 4 155 000 4 793 000
30 000

1990-1991 528 500 136 000 4 175 000 4 839 000

1991-1992 528 300 136 000 4 260 000 4 924 300

Source:  AMA Annnal Report.  30:06:91.

The chiclmechanism for achicving this objcctive, among others, is the market
through dercgulation. Conscquently, the subsidics to, and tight rcgulation of, the
markcting boards arc being removed. Tt is envisaged that between 1990/91 and
1993/94 dircet subsidics and transfcrs will be reduced from $166.7 million (o $33.3



Table 8.1

Stopage Capacity (tonnes)

Silos owned Sheds owned/Teased Platlform owned Totals

[Toards Agents by Boards & Agents by Iloard

1982-1988 295 750 138 795 240 790 728 703
28 100 3270

1983-1984 295 750 133 040 240 790 723 950
29 100 5260

1984-1985 295 940 139 590 - 254 340 90 870

1983-1986 363 949 131 000 292 140 795 670

1986-1987 427 000 131000 292 000 880 000
30 000

1987-1988 427 000 ) 397 000 985 500
30 000

1988-1989 427 000 637 500 1 094 300
30 000

1989-1990 427 000 183 000 4 133 000 4 795 000
30 000

1990-1991 528 300 136 000 4 175 000 4 839 000

1991-1992 528 500 136 000 4 260 000 4 924 300

Sowrce:  AMA Annual Report.  30:06191.

The chief mechanism for achieving this objective, among others, is the market
through deregulation. Consequently, the subsidies to, and tight regulation of, the
marketing boards are being removed. It is envisaged that between 1990/91 and
1993/94 direct subsidies and transfers will be reduced from $166.7 million to $33.3
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million. Alongsidc this mcasurc the price control system in place since 1980 has
virtually been lifted. The import control programmec through the allocation of
forcign cxchange is being relaxed through the placing of some items on the Open
General Tmport License. The rules and rcgulations with respect to the cstablishment
ol busincsscs arc being cxamined with a view to rclaxing them. To this end the
government has sct up a Dercgulation Committce that is chaired by the Ministry of
Local Govcernment, Rural and Urban Dcvclopment.

The upshot ofthese mcasures, it 1s anticipated, will be the crcation ofmore
cnlerpriscs resulting in competition and a better delivery of scrvices to both the
urban and rural poor.

It 1s against this background that an cxamination of the distribution scrvices is set.
83 Rolc of Distribution in thc¢ Macro-Economy

831 Contribution to G.D.P.

At constant 1980 prices this scctor, including hotcls and restavrants, along with
agriculture, were the second largest contributor to G.D.P at 14.0% each. They only
came sccond to manufacturing which was 24,9%. Howcver, the sharc of distribution
fell over the following ycars to a low of 10,1% in 1983, before a slight recovery (o
10.8% in 1986 and 11.4% in 1991. *' As already stated, this sector depends very
much on consumer spending power and conscquently its sharc in G.D.P. was bound
to fall during harsh cconomic timcs.

832 Contribution to IFmployment

In 1970 thc combincd distribution, hotcl and rcstavrants scctor had a sharc of 7,7%
oftotal employment. This sharc had declined to 7.0% by 1980. However, from 1985
to 1990 its sharc continucd to risc rom 7,4% to 8,1%. Dcscgregated data for the
period between 1989 and 1983 reveal that hotels and restaurants only contributed 10
574 cmployces out of a total of 70 266 while wholesalers had 22 296 and rctail shops
had 37 396. By 1983 the total cmployment (igurcs for the sector stood at 80 614 and
brokzcsdown as lollows: wholcsalc 27 383, rctail 41 769, hotcls and rcstaurants 11

261. Clearly the biggest growth has occurred in the retail sub-sector. This growth
can partly be attributed to post-war reconstruction.

22 Zimbabwe: A Framework for Econamic Reform (1991 - 1885). January, 18, 1991, G.0.Z.

23 Second Five Year National Development Plan (SFYNDP), p. 64; December 1991, Government
of Zimbabwe (G.0.Z.)

24 C.S.0. op. cit.

25 Ibid. Socio - Economic Review.
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8.4 The Regulatory Environment of Distribution

The rcgulations that govern distribution arc undcrgoing somc formidable changc.
The shift from dirigisme to market (orces and dercgulation has alrcady been touched
on. Ncvertheless i1t 1s still important to cxamine the speeific rules and rcgulations.

Distribution, it has been noted, is largely in private hands. Conscquently, the bulk of
the regulations in place pertain to the private sector. But still there is a substantial
part of it that is done through the statc marketing boards.

There are three interrelated mechanisms that have hitherto been used by the state to
regulate domestic distribution. These are the economic, the institutional and the
legal. For analvtical purposes each one shall be examined in turn.

8.4.1 Fconomic Regulations

The chiel cconomic mcans ol rcgulating distribution has been pricing policy. Two
types ol these operated i.c. price control which alfccted the whole cconomy and
agricultural pricing policy applied through the marketing boards.

Pricc Controls: This form ofcconomic rcgulation has its roots in the immediate
post-independence efforts of government to control the inflationary pressures that
were building up then. Price control rcgulations were introduced in 1982 and were
administered by the then Mimistry of Trade and Commerce. Through these
regulations, which had December 1981 as the base date. the method of price
adjustment, mark-ups and costings could be determined.

The general complaint from both traders and manufacturers with regard to this
svstem were the bureaucratic delavs in the processing of applications for price
increases. Furthermore, rural traders felt disadvantaged in that they could not pass
on transportation costs to the consumer. The latter was subsequently amended to
enable a price differential to compensate for such costs without unduly
disadvantaging the rural consumer.

However, as part ofthe cconomic reform programme the price frecze [irst instituted
in 1981 has, for all intents and purposes. been lifted.

Agricultural Pricing: Historically. marketing boards performed the function of
strengthening and protecting While settler agriculture from the competition it faced
from pcasant agriculturc. There were able to do this through their marketing
mechanisms. In tandem with the land tenure svstem, they were able to ensure the
growth of a viable White commercial agriculture.

Independence cxtended this "privilege” to Blacks cven though this was not neccessarily
matched by infrastructural devclopment previously the preserve ofwhite commercial
agriculture. This i1s a fact acknowledged by the government itselfthus:

"Despite a cortain amount of rationalisation, therefore, the effects ot previous discriminatory

policics still continuc to influcnce the overall availability of facilitics to communal farmers, and

theretore lovels o‘r'prod.uc‘rion".‘6

28 Socio-Ecanomic Review ap. cit.
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In the first decade of independence the government continued to set the prices for
conirolled commoditics. In the samc vein producer prices were guaraniced through
the pavment of subsidics to the markcting boards.

The ESAP in the 1990s ushered in a new cra of decontrol of pricing policics for
agricultural commodities. For instance in the period between 1990-19935 it is
convisaged that the Grain Marketing Board will only sct a cciling on consumer prices
and a (low on production priccs (or small grains and oil sccds. Similarly regional
price differentials will be allowed to occur.

8.4.2 Institutional Regulation

Economic regulation continued to be implemented through the various institutions
sct up by the government. Mention has alrcady been made ofthese. Thesce
organisations arc sct up by an Act of Parliament and it is this Act that governs their
operations. Each one of these Acts is assigned to a minister who oversees the
functioning of thc organisation in question and in this case. o the Minisier of Lands.
Agriculture and Rural Rescttlement (or the marketing boards and Trade and
Industry for the Zimbabwe State Trading Corporation.

The rcports of the Committee of Inquiry into the Administration ol Parastatals point
out scveral instances of the negative influcnce of government intervention in the
functioning ol thcse organisations. For instance, in the Agricultural Markcting
Authority Report it is stated that the Cotton Markcting Board was not permitied a
pricc incrcasc ol cotton lint sold on the local market and of cotton sced between 1984
and 1988 becausce the ministrics of Lands, Agriculture and Rural Rescttlement and
Trade and Commecrce could not agree on the levels to be allowed.

In linc with ESAP there is a move (o give greater autonomy to the boards and
management of these organisations and pressure to make them more commercially
viable. This thinking is revealed in the ZSTC's proposcd Sccond Three Ycar Plan
thus:

“T'he envisaged parastatal reforms under ESAP will give the corporation autonomy ol making
speedy business decisions without unnecessarily seeking prior clearance [rom (he Government”
(p. 10).

It was cstablished during an interview that the current conirols cxercised by (he
government over ZSTC were a handicap to it if it was to become a fully commercial
cnicrprisc under the competitive conditions ol ESAP.

Apart [rom the implementation of cconomic rcgulation through these organisations
the latter also play a pivotal rolc through their infrastructurc that is sprcad
throughout the country. Table 8.1 indicated that growth in the storage capacity of the
GMB. Similar cxpansions in the distribution points of other organisations has
occurrcd over the past 13 vcars. The ZSTC currently has warchouscs in Hararc and

27 SEYNDP, op. cil
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Bulawayo and is in thc proccss ofopening another onc in Mutare. In addition to
these it also has a number of appointed agents who market goods (or a commission,
Among its proposcd plans is a bondcd warchousc in Hararc.

8.4.3 Legal Instruments

There 1s a whole gamut of legal and other instruments that the government has
introduced to control distribution c¢.g. commitices, rcgulations, ¢cmergency powcrs
and Acts of Parliament.

As alrcady bcen obscrved some appertain to the chicl institutions of distribution
while somc aflfcct the whole cconomy. Each group shall be taken in turn,

[nstruments Alfceting The Whole Economy

One of the most pervasive policies with respect to distribution has been the foreign
exchange allocation system based on applications to government by individual users
and the allocation by government. Together with the import duties in place they
constituted the import control programme.

It was not alwayvs easy for new applicants to get an allocation of foreign exchange
especially where it entailed the importation of competing final consumption goods.
However, with the move towards trade liberalisation. traders only need to abide by
Ministry regulations ifthey are applving for a Direct Local Market Allocation. They
can now approach their banks directly for foreign exchange ifthey are prepared to
pay the plus 30% premium on the Export Retention Scheme. This has the effect of
making the imported goods expensive and therefore uncompetitive.

This aim of the trade liberalisation programme is to cventually place all goods on the
Open Genceral Tmport License system.

With the lifting ofprice control the Emergency Powers Regulations used by
government since indcpendence to control the distribution of goods fcll away.

Instruments Spcceiflic to Distribution

There 1s a monopoly that has traditionally been enjoved by the respective marketing
authoritics that should fall away due to the currcnt rcforms. For example. although
the Tobacco Marketing Board is not a parastatal but a statutory body. it controls and
rcgulatcs the markcting of tobacco through the supervision of the auction floor,
licensing buyers, grades and allocatling growcers quotas. For the time being, at lcast.
this arrangcment scems scl Lo stay.

All grain producers intending to sell controlled products to the Grain Marketing
Board must register with it before the start of the marketing season. Furthermore,
they must also identify a depot to which they intend to deliver their produce. Table
8.2 shows the growth in the number of producer registrations between 1980-1991.
There was a drop in the number of large scale commercial farmers from 3 370 to 3
151. The number of communal peasant farmers grew from 28 119 to 516 454,

Like in all other aspccis ofthe cconomy there 1s a move toward rclaxing the
monopoly cnjoved by these boards. The slaughtcring of registered private abatloirs
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m 1990 increased by 34.3% over 1989. whereas that ofthe CSC only went up by 5.6%
t he Lceather Institute of Zimbabwe puts the ligurce of slaughtcring in 1990 at 600 000
giving the CSC a market sharc of 51% (309 118 herd) compared to 87% in 1980, =° '

Agricultural Marketing Authority Annual Report, 30th June, 1991,
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The marketing regulations of grains have been relaxed. Mhunga. rapoko. and red
sorghum are now classified as "regulated products" which can be sold directly to
users. The Grain Marketing Board only acts as a residual buver. Farmer to farmer
transactions for vellow maize are now also allowed. The effect of the relaxation of
past regulations is that movement of grain is now possible for surplus to deficit areas
without either having to go through the GMB itself or millers and then
re-transported back to the rural market.

As part of the reform programme the Deregulation Committee has identified pieces
of legislation, inter alia. with a direct bearing on distribution:

Dceds Registry Act: Once ofthe sorc points with rural businessmen is the lack oftitle
dceds on the land on which they put up their business. This point was cmphasized by
the President of the Indigenous Business Development Council. He said that the
complaint from his mcmbers was that the land on which they operate had zero valuc
and could not be turned into assets and uscd as collateral.

Shop Licenses Act: This was being examined with a view to decentralising the
issuing of shop liccnses away [rom the head offices ofthe Ministry of Local
Govcrnment and Rural and Urban Dcvelopment to the Local Authoritics.

Urban Councils Act: The zoning regulations for economic activities were being
revicwed. Ofspecific mention here is the informal scctor.

Land Survevors Act: This act has a direct bearing on the issuc oftitle decds to rural
businessmen. The availability of qualified survevors has been raised in the past as
part of the problem in issuing title deceds to rural busincssmen.

But as the Act stands at thc moment it imposes a handicap on the filling olthis gap.
The Act states that anyonc wishing to practicc as a land survcyor must have been
trained in Namibia. South Africa or Zimbabwe. Without this one has to go through
270 days of internship and at the cnd write a qualification examination. Quiltc
obviously this has driven away a lot ofwould bc survcyors.

Income Tax Act: The effort to promote small and medium enterprises necessitates
the need to review this Act with a view to changing the manner in which the tax
system affects them.

Companies Act: This Act require that, inter alia, there should be two or more people
to form a company and that books of accounts should be produced and that there be
directors' meetings. The small rural operator may not always be able to meet the
requirements.

A Privatc Busincss Corporation Act is proposcd. This would be [or the small man
and wormian would cnablc onc person to form a company. There shall not be any
nced to specifly objectives in this proposal. This would cnable flexibility,

It can be safely said that by and large the picture painted above covers the nature of
domestic distribution in the country.
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8.5 Regional Arrangements

There are three mechanisms through which Zimbabwe has participated in regional
trade and, therefore, distribution. These are the then Southern African Development
Coordination Conference now the Southern African Development Community: the
Preferential Trade Areca for Eastern and Southern Africa States: and the bilateral
arrangements signed with individual countries in the region.

Generally all these regional arrangements are subject to the same regulations that
have been cxamined above ic. import control and tradc liberalisation. For instance,
tradc with PTA countrics through the Clearing Housc is still dependent on a basic
allocation of foreign exchange put at $80 million for the 1992/93 vear.

The trade agrcements signed with individual countrics, including South Africa, have
to bc undertaken within the usual balance of payments considerations.
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SECTION IX HEALTH

9.1 Historical Background

The inherited structure ofhealth delivery service in 1980 was a very inequitable one.
Figures of infant mortality rates show the stark fact of the presence of two societies in
one country. The formerly colonized population was disadvantaged while the White
settler community had lifestyles and health standards of developed societies. The
infant mortality rate for the colonizers was 14/1000 and for the indigenous population
was 120/1000. Mortality rates varied greatly by geographical areas, race and social
class, reflecting social and economic status of the population involved.

[n the late 1970s, the doctor-patient ratio for the 230 000 whitecs was 1:830, which put
the level ol medical carc for this population at the level ol developed Western
countrics. There was onc hospital bed for every 219 Whites, and the hospitals had
arguably the samc sophisticated equipment commonly lound in Western hospitals.
About $144 per annum was spent on health care for cach White. This contrasts
sharply with health care service for the indigenous population that vast majority of
whom lived in rural arcas. For example, cstimations were that there was one doctor
for 50 000 to 100 000 pcoplc in rural arcas. with onc hospital bed for 525 pcople. The
facilities were of poor quality and ovcrcrowded.

Only some $31 was spent on health care for cach urban Black person and only $4 on
cach Black in the rural arcas comparcd to the $144 mentioncd above for Whilcs,
This disparity in the health services, itself compounded by and reflecting the general
incquality in the colony's socio-cconomic sysicm conditioned the kind of discascs the
two population scctors sullered from and their life cxpectancy. The discasc paticrn
of the White settlers was almost identical to that seen in Western industrial societies
with dcgenerative and stress discascs and cancer accounting for the bulk. The
indigenous population's health profilc on the other hand was typical of the sitvation
in a Third World country. "It was estimated in the late 1970s, for instance. that the
infant mortality rate for rural Blacks was betwecen 120 and 220 per 1000 live births.
Africans suffcred mainly from malnutrition, airborne discascs such as mcasles and
tuberculosis. water-borne ailments_such as trachoma and vcctor-borne discascs
including malaria and bilharzia".

The rural arcas were to a limited cxtent scrved by mission hospitals and smaller
clinics but their services (cll far short of fullilling the nceds there. The inherited
hcalth carc system had scrvices concentrated in the larger urban centres.

29 Zimbabwe: Country Study and Norwegian Aid Review, Hifab and Zimcansult, Harare, 1989, -
Chapter 3.
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9.2 Policy Objectives in Health

At indcpendence, therclore, an cquitable distribution of health carc facilitics became
a kcy 1ssuc ofdcvelopment. The principles of Primary Hcalth Carec (PHC) as
outlincd by WHO, werc adopted as official policy. The urgent priority was to mcct
the hcalth nceds of the masscs. The higher levels of services were to be developed
according to what was rcquircd (or them to function as rclerral and support scrvices
for the basic hcalth facilitics." Significant in the programmec ol providing incrcascd
medical carc lacilitics was the preventive clement. An intcgral aspcct in such a
programmc then was the rural health centre or clinic (RHC) becausc it was the first
point of contact between the pecople and the formal hcalth scctor.

The aim was to provide the whole population with a health care facility within 8km of
their residence.  Shortly after independence, a target was sct to construct and
upgradc 400 rural hcalth centres. By the end of 1988, 220 ncw centres had been
completed or were under development. One ofthe first programmes to address the
construction and upgrading ol nceds was the Family Hcalth Project supported with
rcsources [rom Norway,

With the rccogniscd flact that the causcs of ill-health lay in the socio-cconomic
condition ofthe pcople and in the context of an urban, racially and curatively-biascd
health-carc system, the government in 1980 guarantced to transform hcalth carc so

that all its citizens would have access to a comprchensive and intcgrated National
Hcalth Scrvice.

In line with the popular-oriented and popular-participatory PHC approach. new
resources had to be dirccted towards previously deprived arcas in the improvement
of nutrition and control ofprcventable discascs. The lact of multiple and
unco-ordinated providers of health care and a maldistribution of manpower between
urban and rural arcas and between socio-cconomic calegorics was recognised (o be a
hindrancc to thc cstablishment of a national hcalth service. The government repeal
of proposed racially discriminatory laws; a restriction on the expansion of private
facilitics: post training bonding ofhealth workers to the public scrvice: barring ofl
immigrants (rom privatc practice: incorporation of the traditional hcalth scctor;
rationalising of therapeutic procedure through the establishment of an essential

drugs list; and the cstablishment of a universally applicd national health insurance
scheme,

30 Zimbabwe: A Framework for Economic Refort (1991 -95) January 1991
31 Ibid.



9.3 Structure of the Health Sector

The hecalth structure is hicrarchical with four central hospitals in Hararc and
Bulawavo at the top. The next level has eight provincial hospitals with district
hospitals under them. Within Zimbabwe's 33 districts arc 28 government district
hospitals, and i all cxcept lor only two of the remaining districts, there arc
designated mission hospitals. The policy was to eventually upgrade these to district
status.

The RHCs or former clinics arc considered cxtensions of the district hospitals.
Mobilc outrcach tcams [rom thc RHCs and the district hospitals scrve commercial
farming arcas and othcr rcmotc rural arcas which have as yct no permancnt health
facilitics. The country has a system of Village Health Workers (VHWs) who were
choscn by the community, were given short-tecrm training in [irst aid, hygicne and
sanitation, rcmaincd communitly-bascd and provided the link between the local
population and hcalth carc profcssionals. They were in 1988 (ransformed into a
multi-purposc cadre known as the Villagc Community Workers (VCWs).

The Primary Hcalth Carc (PHC) scrvices arc linked with the referral scrviecs
through the District Medical Officer (DMO) under whom falls the responsibility for
both district hospitals and PHC scrvices. Howcever, the lacuna in this arrangement 1s
that districts without a hospital arc disadvantaged as they have to rcly on the
ncighbouring DMQO. Mission hospital doctors may be cutrusted with these dutics.
NGOs, mining hospitals and privatc doctors also provide hcalth carc supplcmentary
to government scrvices.

Traditional medicine is also an important option in the health care system in
Zimbabwe. The traditional hecalcrs, the "n'angas" arc deeply rooted in a culture
sharcd by their paticnts and rcpresent the first choice of trcatment for many, as well
as a parallel syvstem used with modern medicine by others. The healers are often very
influcntial pcople in their local community as they arc held to have remedial powers
over a wider range of social problems. Traditional midwives have cxperience in
helping members of their community with deliveries and post and pre-natal care.

They may also be knowledgeable about remecdies for other conditions such as fertility.

Another health care option is sclf-trcatment or home medications where women
would constitute the primary health carc agents. Acute illnesscs and some chronic
conditions arc trcated this way. Women arc howcever not the sole decision-makers in
major hecalth problems and consultations with n'angas arc only madc asjoint lamily
cndecavours. This may crcalc problems where cmergency situations may not be
tackled in the abscnce ofmale family members who may be away c.g. as migrant
workers.

It therelore was the nced to deal with the glaring incqualitics and imbalances, which
led the government to significantly incrcasc cxpenditure on health. Statc and mission
provided health care became free for those earning less that $150 per month. Those
carning morc paid standard [ces. The figurc was reviewed and with the adjustment
programmc currcntly in place, the cut-off wage 1s now $400 pcer month.

The health structure would be linked (as already mentioned) at all levels with
socio-political local government structurcs. These popular-oriented and
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participatory social-rclormist policics would conflict witli opposing policics of the
IMF/World Bank which started coming to the scenc in the first half of the 1980s. The
implementation of the progressive government policy (as outlined in Planning for
Equity in Hcalth) was bound to mect with resistance from these (wo institutions.

A department of National Nutrition was set up in the Ministry of Health, responsible
for nutrition and health education, particularly regarding breast-feeding and weaning
practices. growth-monitoring and nutrition surveillance using health cards. and
supervision of the Children's Supplementary Feeding Scheme (CSFS) and
food-production plots. At its peak the CSFS had over a quarter of a million children
in over 8 000 communal feeding points receiving food. This scheme shot bevond this
number in the 1991-92 devastating drought. The child spacing programme came
under the parastatal. the Child Spacing and Family Planning Council (CSFPC) which
later changed to the Zimbabwe National Family Planning Council. reflecting a shift
from concern solely with child spacing to population growth. Zimbabwe came to
have the highest rate of contraceptive use in Sub-Saharan Africa.

The new health carc system has its own budgctary implications. In the SFYNDP, the
government noted that the capital development programme for the scctor amounted
to $67 million for the period 1986 to 1990. The programmes rcquired an cxpansion
mm government expenditure. In real terms, there was a 27,5% incrcase i cxpenditure
and thc Ministry of Health's (MOH) sharc of the budget rosc to 5.1%. Thus the
MOH's actual c¢xpenditure has almost doubled in rcal tecrms in the fiscal ycar 1981/82.

However, in mid-1982 the government faced problems and from 1993 onwards,
IMF-type of stabilisation policies were put in place. The real growth of 47% 1n the
1981/82 budget turned into a real decrease of 9.1% in the 1982/83 fiscal vear (and this
was the time the 1MF standby credit was in operation). The expenditure restraint
continued to the 1984/85 vear. The MOH's share of the budget was cut in 1982/83
and remained at the reduced level in 19853/86. These changes in expenditure levels
implied changes in the pattern of expenditure. Table 9.1 below shows a rise in the
share of preventive services and a fall in that of medical-care services.
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Over | tic first decade of independence the health budget increased in rcal tcrms at an
annual rate of 4.7 per cent, roughly 30% rlaster than the rate ol cconomic growth. [t
was projccted to grow annually at about the same rate over the 1994/95 period. with
the sharc of GDP remaining constant and thc proportion of central government
cxpenditure rising slightly. Scc table 9.2 on scctoral budgct projections. 1990/91 -
1994/95.

Table 9.2

Sectoral Budget Projections: Health 1990/91-1994/95

1990/91 1991/92 1992/93 1993/94 1994/95
Health Budget
1 460 552 651 756 872
: 160 184 510 538 565
3. 2.77 2.77 2.77 2.77 2.77
4 5.6 5.9 6.2 6.4 6.5
Memo: Terms
1.2 4.3 4.4 4.6 4.8 5.0
1.3 0.16 0.14 0.12 0.10 0.10
key: 1 XNominal terms (Z$m)

2 Real terms (ZSm)

3 Proportion. of GDP (%)

4 Proportion of Govt. Lxpenditure (%)

1.2 GDP Growth rale (")

1.3 GDP Defllator
Source: Zimbabwe ;A Framework for keonomic  Reformn 1991-95  Govermnent  of Zimbabwe.

In its economic reform programme. the government noted that the current revenue
from cost recovery was about Z$ 15 million. ie. equivalent to about 3% of
expenditures. Z$60 million (or about 10% of health expenditures or 0.2% of GDP)
is the chosen target to be achieved by 1994/95. The MOH's strategy to achieve this is
two-pronged: (i) by strengthening efforts to collect fee revenue currently due, and (i)
by reviewing and raising upwards the hospital fee at least in line with inflation.

Despite these reforms, the Health scctor continues to be a high riding beneliciary in
rccurrent cxpenditure. Together with Education, Home AfTairs and Dclence., Health
still accounted for 69% of total recurrent cxpenditure (cxcluding Constitutional and
Statutory provision and subsidics) in the 1991/92 budget. The MOH's allocation for
that [liscal ycar was a 4% incrcasc on the previous out turn. Table 9.3 below shows
the Health secctor's share of GDP at currcnt and at constant prices, its percentage
contribution and the nominal and rcal growth rate.
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Table 93

Ilealth Contribution to GDP (ZS Million)

1980 1983 1983 1987 1989 1990 1991
At Current Prices 7 108 143 187 256 336 481
Percentlage 2.3 2.0 2.2 2.3 2.2 2.5 2.5
Total 3224 5432 6503 8019 11903 14494 19003
Percentage 100 100 100 100 100 100 100
Al Constant (1980) Prices 7 89 97 103 110 116 128
Perecntage 2.2 2.6 2.6 2.7 2.5 2.6 2.8
Total 3224 3461 3803 3861 4332 4426 4587
Percentage 100 100 100 100 100 100 100
Nominal Giowth Rate 1.02 1.23 1.12 1.16 1.39 1.35
GDP Growth Rate 1.17 1.15 1.08 1.17 1.22 1.31
Real Growth Rate 1.01 104 1.03 1.03 1.05 1.10
GDP Growth Rate 0.96 1.07 0.99 1.05 1.02  1.0364
Implied Dellators 1.01 1.18 1.09 1.13 1.32 1.22

Source:  CSO. 1993,

The T Tealth scctor has suflcred significant losscs of qualificd personncl to the region
duc to poor conditions ol work and pav. Thc cconomic rcform programmec has also
led to (rcezing of hundreds of nursing posts and the dismissal of scveral lower level

hecalth personnel.

9.4 Regulatory Environment

The major pieces of legislation governing the health delivery service are (a) the
Medical, Dental and Allied Professions Act Chapter 224, (b) the Psvchological
Practices Act Chapter 225 which were amended by the Medical, Dental and Allied
Professions Amendment Act, 1984; and the Public Health Act Chapter 328 as
amended by the Public Health Amendment Act, 1985,

9.4.1 Direct  Government Regulation  of Private Medical Practice

At independence the new government sought to control the activities of government
doctors regarding private practice, to limit the lurther expansion of private medical
facilitics at the institutional level and to remove the usc by private practitioncrs of
statc [acilitics for [rec. [n 1987. regulations were introduced requiring doctors to
practice at a dcsignated government institution [or (ive vcars prior to being allowed
to sct up privalc practice.
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942 Medical A id Societies

The private sector continucs to provide health carc to the higher income groups and
this carc 1s sustaincd mainly through the cxpansion ofthe private and public medical
aid socictics. Contributing members can claim tax rcbates under the Income Tax
Act. The socicties, which arc organiscd undecr the National Association ol Mecdical
Aid Socictics (NAMAS) opcratc under no legal ramework as such cxcept the
Income Tax Act. Thus, apart rom the direct subsidy, the private medical carc scclor
gets indircct subsidy through tax abatcments on medical aid contributions and on
pavment lor private mcdical carc.

The NAMAS ncgotiates tariffs only with the Zimbabwe Medical Association (ZMA),
an association ol practising doctors and only adviscs other associations who may
approve or reject NAMAS's advice. Private hospitals normally advice NAMAS on
their tariffs which NAMAS will approve or reject on the basis on whether members
can pay or not. NAMAS always approves tari[fs sct by government hospitals because
"they are reasonable".

94.3 Regulation  Through the Health Professions Council

The significance of the Mcdical, Dcntal and Allicd Profcssions Amcendment Act,
1984, is that 1t transformed the pre-cxisting Mcdical, Dental and Allicd Profcssions
Council into the Hcalth Profcssions Council. This Council 1s a rcgulatory body. All
persons wanting to cngage in medical practicc must be registered with the Council.
Obviously the rationale for such a body 1s to protcet the public and also the
proflessions under the Council, i.c. to maintain the standards of the profcssions. The
Council cnsurcs that thosc who practisc arc in posscssion of current practice
ccrtificates and arc practising in what they arc trained to do.

The Council also looks at the cducation and training of various personncl. Some
training is undcr its recgulations and sces to their implementation. The Council docs
not have its own training institutions but uses state hospitals. It approves the
University's medical degrees, the nursing degrec and the psychology degree.

The Council 1s empowcred by law to form a Disciplinary Committec which can take
disciplinary action on acts of omission or improper conduct. The Council. which
though autonomous, 1s a statutory body which is responsible to the Minister of Health
who may give it his dircctions as appropriate and cxpedicnt. [t has 27 mcmbers who
include the Sccretary ofthe Ministry of Health 10 members appointed by the
Minister and 16 others who arc elected by the prolessions under the Council.

The law provides for the provisional registration of anybody even those of foreign
qualification for an imitial period of three vears. The practitioner can then apply to
be on the main register. If it i1s considered necessary. the provisional registration can
be extended to a total six vears but on a vearly basis after the mitial three vears. The
Council may at any time cancel the provisional registration of any practising person.
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9.4.4 Other Controls

There arc other authoritics which rcgulate public health and cquipment, and zoning,
e.g. local authorities.

There arc no barricrs to the introduction ol technical cquipment as long as the uscr
has the capability to usc the cquipment and the resources to bring it in. The foreign
currcncy nceded lor acquiring the technologically advanced cquipment is the
handicap.

The controls that the Statc sought to imposc on the private scctor - whether local,
forcign or transnational - wcre scen in the amendment to the Public Health Act of
1985. In this Amcndment Act, the Ministry of Health introduccd a national code on
the markcting of brcast milk substitutics clTcctively promoting breast fceding in
accordance with the campaign of thc WHO.

9.3 Rcgional Co-opcration in Health

There are no official co-operation agrcements in this scctor. Individual members of
the NAMAS like the Commercial and Industrial Medical Aid Socicty (CIMAS) may
bc advising or helping with the sctting up of privatc mcdical aid socictics in some
countrics of the region (c.g. Zambia) which had such schemes run by the State. Tt 1s
undcrstood that it 1s not possiblc for a medical aid socicly to opcrale its scheme
across bordcrs ifthe country to benefit 1s "not open”, 1.c. not liberaliscd. In countrics
c.g. Botswana, 1t is Ministrics ol Hecalth rathcr than autonomous bodics that arc the
registering and controlling bodics while others may have cqual numbers such as in
South Africa. The other co-operation would be with collcagucs of an applicant
practitioncr in the country in which he or she is practising.

Organisations like NAMAS maintain international contact through their membership
of the International Federation of Health Funds with its hcadquarters in Rcading.
This body holds conlcrences cvery two yvears around the World and disscminates its
information to members through a two-month magazine.

In the Southern African region. Malawi, South Africa and Zimbabwc belong to a
regional network which also holds periodical meetings for cross-fertilization of ideas.
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SECTION X EDUCATION

10.1  An Overvicew

Since 1980, the Zimbabwe government's policy thrust was aimed at creating an
education syvstem better able to address the socio-economic needs of the country.
Specifically, its major policy thrust was to advance the indigenous population's
participation in the country's socio-economic development through a relevant
education programme. The centre-piece of the programme was free tuition for
primary school education. This increased enrolment in secondary schools, with most
students proceeding to write "Ordinary Level" examinations. The secondary school
svstem itself was reviewed to suit the Zimbabwean conditions and requirements.

The cxpansion of the cducation system at both formal and informal levels had the
objcct of correcting imbalances crcated during the colonial cra. This corrcction has
been onc single most significant achicvement since independence. "From a system of
racially scgregated schools when ten times as much was spent on the cducation ol a
Whitc child as comparcd to a black child; and where total primary cnrolment was 800
000 and sccondary only 66 000, Zimbabwc has achicved an intcgrated school system,
a threc-fold incrcasc in primary cnrolment and ncarly ten fold incrcasc in sccondary
cnrolment”,

The very high cnrolment ligurcs in primary and sccondary schools some ofwhich had
to adopt the doublc-shift system so as to copc with demand bcar witness to this (sce
Table 10.1 below).

Table 10.1

School Enrolment

Ycar Primary Sceondary Total
1980 1235994 74321 1310315
1985 2216878 482000 2698878
1986 2265053 537427 2802480
1987 2251319 604652 2855971
1988 2212103 6410035 2853108
1989 2220856 670552 2944730
1990 2119865 676884 2796749
Seurce: Second live-Year National 'Development  Plan (SEYNDP), 1991-1993

32 Hifab and Zimconsult, op. cit.



And to cater for the cxpansion in cnrolment, new schools were built in addition to the
expansion of existing ones. Primary schools increased by an annual average of 3.8%
and sccondary schools by 34.1% between 1980 and  1990.

Teacher. vocational and technical education and training facilities as well as
universily cducation were cxpanded to mect the cxpanding manpower requircments
of the cconomy. Vocational and tcchnical cducation were particularly meant to
address the historically induced technical skills gap.

With the cxpansion in the school svstem, cmployment in the scctor incrcascd (rom 41
900 . 1980 to 107 900 in 1990, and most ofthese were tcachers. Thus, an avcrage
annual incrcasc of 9.9% in cmployment was scen during the ten-vear period.  Much
ol this incrcasc howcver, was during the (ast cxpansionary period, 1980 to 1985 when
the avcrage annual incrcasc was 16.3% and this tailed-offto 3.7% during 1983 to
1990,

The State's commitment to the cducation system undcer the Public Scctor Investment
Programme amounted to $305.6 million (in current prices) over the period 1986/87 to
1990/91. This includcs infrastructure (or human resource development in other
scctors such as Public Administration, Hcalth, Agriculturc, Forcstry and Natural
Resource Management. Even with the new cost recovery policy in the context of the
cconomic reform and adjustment programme, budgctary allocations to education
continuc to take the largest sharc. Table 10.2 provides government cxpenditure on
the human resources capital programme.

Table 10.2

IIuman Resources Capital Programme 1986/87-1990/91

Sector 1986/87 1987/88 1988/89 1989/90 1990/91 Cumulative
Lducation & Culture 15 393 17 263 25 186 9 830 15 181 8 315
Teachers' Colloges 38 332 5 270 29142 7 017 10 909 90 670
Technical Colleges 13 983 9 364 14 385 14 534 24 930 77 198
Vocational 'lI'raining 232 630 5 694 1772 500 8 798
University 3 797 13 130 11 276 7 897 7 708 43 808
Total 73 739 45 677 85 083 41 000 39 228 303 627
Source: Second  Five-Year  Nutional  Development Plan.

Apart from expansion of formal education. the Zimbabwe Foundation for Education
with Production (ZIMFEP) was established in 1980 with the concept of education
with production. ZIMFEP is a non-governmental organisation (NGQO) established by
the Minister of Education in 1980. Its briefwas to rehabilitate displaced
Zimbabwean children returning from exile, to establish schools where pupils are
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involved in both cducation and productive activitics, to cxperiment and propagatc
curricula mvolving cducation witli production and (inally to cnsurc that cx-rclugece
school-lcavers arc placed injobs.'

While the ZIMFEP concept has been a success and achievements have been
impressive in the students' academic and productive activities. the programme
remains marginalised and not integrated in the mainstream education programme.
Thus, it remains. as it were, a counter-culture.

The cxpansion of educational opportunities nccessitated an cxpansion ol teacher
training facilitics. [nitially it was unavoidablc to cmploy a large force ofunqualificd
tcachers to meet primary school tcacher shortages and forcign teachers for sccondary
school oncs. The acute stall shortages in rural arcas was tackled by the Zimbabwe
Intcgrated National Teacher Education Course (ZINTEC) which became fully
opcrational in 1981 when ZINTEC tcacher cducation centres were cstablished at five
centres around the country. The course was a four-ycar acadcmic and practical onc.
Ovcrall, the number of Tcachers' Education Colleges were incrcased from cight to 14
over the ten vear period (1980-1990). Enrolment at thesc colleges also increcascd
from 2824 in 1980 to 17 665 in 1990. In addition. thc Zimbabwecan and Cuban
Governments had a Teacher Education Agreecment whereby Cuba trained
Zimbabwean student teachers beginning

in 1986 and the [irst group qualifying in
1991, Between 1980 and 1990, the total number of primary school teachers rose rom
28 4335 to 39 468 (ofwhom 30% were untrained) and olsccondary school teachers
from 3 730 to 27 967. The output from the Tcacher Training Colleges increased
tremendously. The University of Zimbabwe also introduccd a Bachelor of Education
(Scicnce and Technology) degree programme in 1987 which would boost the number
ol graduatc tcachers in technical subjects at sccondary schools.
An incrcasc has also been scen in cnrolment in vocational cducation which cover
study and training in tcchnical and other applicd ficlds providing basic and
specialiscd vocational skills. A vocational training centre at Belvedere in Harare was
upgradcd to an I[nstitute of Technology while Msama (in Hararc) and Westgate (in
Bulawayo) rcmain vocational training ccotres under government.
Enrolmcnt at these centres increascd at an average ol 30% between 1980 and 1990,
Trade testing was introduced in ficlds such as auto-clcetronics, motor mechanics,
fitting and turning. Gaps in offered disciplines arc observed in chemical cengincering,
bio-cngincering, clectronic and dicsel mcchanies cic. Total enrolment at the
technical college rosc from 3 469 in 1980 1o 9 445 in 1990, an incrcasc of 172%. This
was duc to a dcliberate cffort by Government to tackle the shortage oltechnicians
(Scc Table 103 for cnrolment between 1986-1990).

33 Fay Chubg, "Education: Revolution or Reform?’, in Stoneman, C. (ed), Ch. 8, (Macmillan,
London,)



Table 103

Technical Colleges Enrelment by Discipline (1986-19%0)

Tvpe ofl'rade 1986 1987 1988 1989 1990
Automotive 636 590 660 443 720
Civil Lngineering 471 951 587 521 474
Llectrical 698 998 801 374 718
Mcechanical 822 322 1422 1207 886
Wood Technology 5 96 50 72 70
Printing & Graphic Arts 154 127 159 169 270
Science lTechnology 673 458 729 825 794
Business Lducation 2747 2783 6191 6901 4333
Computer Studies 16 10 109 190 234

Library & Information

Secience 04 27 13 102 109
Ilotel Catering 102 110 180 203 147
Cooperatives 66

Mass Communications 32 79 139 100 100
Others 575
Total 6416 6551 11160 11373 9445

Source: SIYNDEP

The Bulawavo Training School undertakes manpower training (or the hotcl and
caltering sub-scctor (Scc Tourism sub-scctor).

Apprenticeship training averaged about 1 100 p.a. during the 1986-1990 pcriod.
Three hundred and lorty thrce cnterpriscs or organisations were involved in
apprenticeship training (See Table 10.4).



Table 10.4

Intake of apprentices (1986-1990)

Industry/Year 1986 1987 1988 1989 1990
Aldreraflt 40 186 44 19 62
Automoltive 216 200 136 309 339
Consltruction 73 56 118 22 113
Llectrical 302 216 225 235 303
Mechanical 456 372 351 489 355
ITairdressing 17 27 a7 50 40
Printing 41 34 22 30 67
Total 1145 1097 933 1274 1541

The Post and Telecommunications Corporation set up training centres at Belvedere
(Harare) and Gweru (Sce Communications sub-seclor).

Other training had been in forestry with foresters trained at diploma level and forest
rangers at certificate level at the Zimbabwe Collecge of Forestry,

Zimbabwc has six agricultural training institutions. two colleges (Chibero and
Gwebi) which provide training leading to a Diploma in Agriculture and lour other
institute whosc training leads to a Certificate in Agriculture.

Private colleges have contributed to the training of professional and technical staff
mainly for the business world. On average, some 12 GOO students per annum went
through these colleges, taking courses such as managerial. secretarial. business,
computers etc. In 1990, the number of such registered colleges was 108.

Universily education also cxpanded with the nced for high level manpower or both
public and privatc scctor. Both local and (orcign training has been utilised although
much of the degree level training requirement i1s met locally. New faculties were
introduced at the University of Zimbabwe while a new National University of Scicnece
and Tcchnology (NUST) has bcen sct up in Bulawayo.

A privatc university (The Africa University) open for students from all over Africa,
has also been sct up by the United Mcthodist Church in Multare.

Education is a significant emplover among other sectors ofthe economy. Its share of
total formal scctor cmployment rosc from about 3.6% in 1970, to 4.13% in 1980, (o
8.352% in 1985 and to 9.16% in 1990. Thus, this sccior's sharc ol ecmployment has
trebled since 1970 and doubled between 1980 and 1990. The sector has also risen
from being the 10th and 11th largest cmployer in 1970 and 1980 respectively to being
the (ilth largest employer in 1983 and the third largest cmployer by 1990,

Table 103 beclow shows the contribution of cducation to GDP. It is not a lcading
contributor to GDP. In 1980, Education was thc cighth contributor. Howcver, by
1990, Education has risen to (ourth place (at current prices) and [(ifth place (at
constant 1980 priccs), thus showing the growing signiflicance of the scclor.
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Table 10.3

Percentage Contribution of Education to GDP

1980 1985 1986 1989 1990 1991
AL Current
Prices 5.2 8.0 8.4 8.1 N
Constant prices 5.2 9.4 10.0 9.2 9.1 8.8
Gnre 100.0 100.0 100.0 100.0 100.0 100.0

Source: SO,

Following the alrcady mentioncd cxpansion of primary, sccondary and higher
cducation opportunitics, the cducation budgct. as a proportion of rccurrent
cxpenditurc rosc from 14.8% in 1980/81 to an cstimated 23.1% in 1989/90. The
critical issuc is that while investment in cducation is nccessary, sincc it is long-lerm
investment in human rcsources development, this investment was not balanced with
investment in immediately productive scctors. The resultant costs could not be
sustaincd as social sectors like cducation werc growing at the cxpensc of the
productive scctors. Sce Table 10.6 lor this trend from 1980 to 1983 as cxample.

Table 10.6

Government Investment in Education and I'raining. Compared to Investment in Production and
Production Services., 1980-85

Investmentin Investment in Investment in

cducation and productive production

training seclors services

Amount %ot Amount %ol Amount %3 Of

(5 mn) GNP (Smn) GNP ($ mn) GNP
198081 217.3 6.4 123.9 3.7 102.7 3.0
198182 324.4 7.5 194.3 4.5 127.6 3.0
1982/83 413.2 8.3 305.1 6.2 124.7 2.5
198384 487.3 8.5 359.9 6.3 194.1 3.4
198483 477.3 6.8 308.9 4.4 184.2 2.6
Sonrce: SO, Monthly  Digest  of Statistics  and  Quarterly  Digest  of Statistics.

Apart [rom thc imbalance mcentioned above, the proclaimed objective of achicving
cquily was nol nccessarily met since [ree primary cducation was available to both rich
and poor alike. Addcd to this, although primary cducation was supposcd to be [rec,
parcnts paid building funds cither in kind or in moncy and also paid levies collected
by diffcrent schools at diffcrent levels. The richest were not necessarily the oncs
paving thc highest levies. In its cconomic reform programme, the Government
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sought to introduce cost recovery measures through fees at primary school level

beginning 1991 (deferred to 1992 due to the 1991-92 devastating drought). In order
to make savings on recurrent expenditure, the Government sought to review its
assistance to private schools in order to get maximum contribution from the
community and to decentralise the syvstem of administration of education so as to
obtain maximum efficiency. Some ofthese measures have been realised in the
current regulatory framework for the sector.

10.2 Regulatory Environment

Education in Zimbabwe is categorised into lower (which is pre-school, primary and
secondary) education and Higher Education which is above 'Advanced’ Level
Secondary education. These two categories are administered by the Ministry of
Education and Culture (responsible for the former) and the Ministry of Higher
Education (responsible for the latter).

The Ministry of Education and Culture administers the Education Act 1987 and its
amendment, the Education Amendment Act 1991, and the attendant Statutory
lnstrumcents, while the latter Ministry administcrs the Manpower Planning and
Development Act 1984 and its attendant Statutory Instruments: the University of
Zimbabwe Act 1982 and University of Zimbabwe Amendment Act 1990; the
National University of Scicnce and Technology (NUST) Act 1990, the National
Council for Higher Education Act 1990.

The major picce of legislation governing cducation is rcally the Education Act of
1987 and its Amendment Act of 1991. The Principal Act provided for the declaration
of fundamecntal rights to. and objectives of, education in Zimbabwe: the
cstablishment, maintenance and rcgulation of Government schools, Government
teachers' colleges and other Government educational facilities; the establishment
and administration ol non-Government schools and tcachers' colleges. and for their
registration and control of correcspondence colleges and indcpendent colleges and for
the establishment of an advisory council for such colleges; to make financial provision
for schools and tcachers' colleges and [lacilitate the transfer of tcachers to Public
Scrvice. The Education Amendment Act 1991 amended the principal act with
respect to the minimum fees for education; classification of schools; the need for
rcgistration of nursery schools and their regulation: and the establishment of the
National Education Advisory Board and thc Rcgional Education Advisory Board.

The cxisting lcgislation provides for the compulsory cducation of all children of
school-going age but does not provide for penalties upon default for the simple
rcason ol lack of lunds or resources 1o enforce this and the lact that it may be an
infringement of human rights where parcnt and child mayv choosc not to atiend school.

Apart from rcgulation of Government schools, the lcgislation requires that all
non-governmental schools be registered with the Ministry's Secretary who will
register such schools upon satisfaction that they mect the requirements as set oul in
Sub-scction (4) of Scction |3 ofthe Act. Such conditions rclatc to appropriatc
premises and facilities: efficient and suitable instruction: adequate qualifications and
cxperience of proposcd stall: adequate (inancial provision for proper maintcnance of
the school and appropriatc cquipment for satisfactory tuition in the subjccts to be



offered. Ifthe Secretary feels there i1s adequate provision for schooling in the area,
he may recommend establishment in another suitable area. In the Statutory
Instrument 59 of 1993, the specifications with regard to classrooms sanitation and
water supply and hostels are laid out and have to be met by non-Governmental
schools. Government provides Grants-in-Aid to non-governmental schools and the
regulations governing this are laid out in the above-mentioned Statutory Instrument.
In the same Regulations are specifications with respect to inspection by health
authorities. the conduct of schools, instructions and hours of attendance, the school
calendar and restrictions on the date of enrolment. The Statutory Instrument No. 87
of 1992 lays out Regulations governing the establishment of School Development
Committees for non-government schools which. like the School Development
Associations of the Government Schools (governed by the Regulations in Statutory
Instrument 70 of 1993) are a way of decentralisation of the administration of the
education system in an attempt to achieve maximum efficiency.

There are no impediments to the establishment of correspondence colleges and
independent colleges except that the requirements as specilicd in Scction 33
(recquiring rcgistration); Scction 36 of the Principal Act and Scction 3-3 of the
Statutory Instrument 23 of 1990 governing correspondence and independent colleges
must be met.

All the regulations that arc in place governing cducation arc intended to provide the
service morc as a social scrvice rather than an investment arca. There are no
prospccts for cxtended liberalisation ofthis service. Generally, private schools are
accepted though their fee structurcs arc controlled. Government chooses Lo pay
limited subsidics 1o such schools rather than shoulder the (ull cost of providing the
service. Controls arc mcant to widen the regime ofbencliciarics. [t is accepted that
current controls should be therc in order to protect the beneliciary and to cnsure
standards arc maintaincd although burcaucratic proccdurcs in dcaling with
applications to establish non-government schools still attract criticisms.  Government
belicves that apart rom its own requircments, there arc also local authority by-laws
which applicants ought to know of. c.g. zoning rcgulations.

The biggest problem is with acquiring modern equipment necessary for use in schools
and colleges. This is dircctly the problem ol access to forex resources and its only
solution probably lics in the libcralisation in other cconomic scclors since
preferential treatment for education services - though desirable - seems quite remote.

The lcgal framcwork which cxists for Higher Education has basically the samc objccts
as the forcgoing. The Manpowecer Planning and Development Act provided for: the
cstablishment and maintecnance of manpower training schemes and institutions: the
rescarch in and training of manpowcer resource: the imposition of a levy and
cstablishment of a fund to linance manpowcr development cic; and the cstablishment
ol the National Manpowcr Advisory Council (NAMACOQO). The Act provided (or the
cstablishment of both government vocational or technical training and rescarch
nstitutions and for the rcegistration of private vocational or technical tramming
mstitutions.  The latter must by law, be registcred by the Dircctor in the Ministry of
Higher Education. The conditions for registration arc specificd mn Sub-scction (1) of
Scction 3 ofthe Act and in the Statutory Instrumcent 208 of 1987, They rclate to
adcquacy and appropriatcncss of premiscs [or both instruction and/or
accommodation: clficicnt and suitable instruction: qualification and suitability of stall
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members, sufficient finance and internal residence of the proprietor. The institution
will only charge fees as approved by the Director and only run those courses
appearing in the Second Schedule ofthe Regulations in Statutory Instrument 208 of
1987. The examination and certification is also specified in this Schedule. The
Principal Act specifically states in Section 12 its restriction of training in designated
trades by private vocational or technical training institutions unless the institution is
licensed by the Registrar for that purpose.

The Act provided for the establishment of a National Manpower Advisory Council
which shall advisc thc Minister on any maltter alfccting national manpower
development and supply. The full lunctions of this Council arc sct out in Sub-scction
(2) of Section 20 ofthe Principal Act. In a nutshell, the Council is to develop and
advisc on skillecd manpower recquircments and dcal with whatever skill shortages
there may be in the cconomy. The Act also governs apprenticeship training and
upgrading of skills.

The National Council for Higher Education Act, 1990 cstablished the National
Council for Higher Education and provided for the establishment of private
universitics and university colleges.

Section 4 (1) ofthe Act spells out the functions and powers of the Council such as: to
ensure the maintenance of appropriate standards ofteaching, examinations and
academic qualifications in institutions of higher learning: to receive and consider
applications for the establishment of private universities and university colleges and
to advise the Minister generally on all issues relating to higher education. The
Council also arranges and conducts visitations and inspections of institutions of
higher education and makes recommendations to the Minister on the disbursement
of funds to its functions with a view to promoting the balanced development of
institutions of higher learning in Zimbabwe so that their resources can be used to the
greatest advantage ofthe country. In the discharge ofits duties. the Council is
expected to: co-operate with ministries. departments of State and institutions of
higher education: co-operate with other persons or authorities within or outside the
country; do anything incidental or conducive to the proper discharge of its duties.
Thus the Council is given a relatively free hand in the world of higher education. The
composition of its members 1s specified m Section 5 (1) ofthe Act. There 1s a
provision of a full-time Executive Secretary of the Council whose office is a public
office and who is responsible as chief executive and secretary to the Council. It is
required to meet at least three times a vear.

Belore Council may recommend to the Minister who in turn shall reccommend to the
Prcsident ofthe Rcpublic on any for the cstablishment ofa privatc universily or
universily college, the application for such cstablishment must meet the requircments
sct out in Scction 18 (2), chiclamong which is a draft ofthe charter of the proposcd
university or universily college and, any other information the Council may rcquire.
If finally approved, the President publishes a proclamation in the Garzcttc declaring
the cstablishment of the institution and sctting forth the terms of its charter. 1l the
institution fails to carry out any ofils objccts or breaches its charter, or docs not carry
out its functions in a proposcd manncr, Council mav rccommend to the Minister who
will in turn rccommend to the President for the Charter to be revoked. It 1s an
off¢nce to refer to any cducational institution as a umiversity or university college or
confcr degrees or any tvpe to anyonc unless such an institution is a public university,
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a privalc universily or universily collcge.

Thus, the field of education and higher education is tightly controlled in Zimbabwe
and this 1s in the interest of safeguarding standards, quality of education and the
protection of would-be beneficiaries from being taken advantage off. The criticism is
that it might be taking too long for decisions to be made with respect to applications
for the establishment of these private educational institutions (bureaucracy issue).
There is no dissatisfaction with the regulatory framework as such.

10.3  Rcgional Co-opcration

There are no regional co-operation agreements which exist in this scctor. There is a
vicw that in the long-tcrm, it might be a good idca to have a SADC common standard
- not standardisation of cducation - but a limitcd common standard of cducation in
order to make possible transfcrability. Zimbabwc is considercd to have a good
cducation system in the rcgion and that cxplains the significant prescnce of students
from thc sub-rcgion in both schools and institutions ol higher cducation. Africa
University is basically a rcgional university lor students rom all over Africa.

The loss of Zimbabwe's qualified teaching staffto countries in the sub-region is itself
testimony to the good quality manpower the country has. However. it also points to
the increasing need to review pay and working conditions, tax levels and availability
of requisite consumer items in order to retain this qualified manpower.

Independent colleges or Correspondence colleges or Universitics have their
networks whereby cross-fertilisation of ideas takes place. but there are no regional
co-opcration agrecements to [acilitate dclivery ofthe scervice in the region.
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SECTION IX CONCLUSION

This study has shown that scrvices play an important role in the cconomy by way of
contributing to national incomec and cmployment. Even morc important, services
facilitate the devclopment ol other scctors of the cconomy. particularly the
productive scctlors. The performance of services is crucial in determining the
clliciency and compctitiveness of the rest ofthe cconomy.

While services in Zimbabwe account for a large share of national income. their
performance on the balance of pavments i1s limited. Export performance of services is
affected by the regulatory environment both within Zimbabwe and in other countries.

Liberalising the framework within which services operate can increase competition
and efficiency. But this should be done carefully and selectively, taking into account
the specific conditions ofthe different service sub-sectors. For example, competition
in financial services can be increased by relaxing regulations that govern
operations/transactions. In other words, if segmentation of services provided by the
different financial institutions is removed. this can enhance competition within the
sub-sector, even before relaxing regulations that govern the entry of foreign financial
institutions. It 1s also necessary to ensure that local financial institutions and indeed
other services sub-sectors, are not exposed to external competition on an unequal
basis. In this regard it 1s necessary to ensure that the services sector of Zimbabwe has
access to state-of-the-art technologies, skilled manpower and the necessary financial
resources.

Competition and cfficicncy can also be improved by reducing regulated state
monopoly n certain scrvices. A good cxamplc is that of tclccommunications. It was
noted that the PTC of Zimbabwe has monopoly in most aspects of this sector, vet it
does not have adequate capacity to meet all the requirements. Private scctlor
participation can bc incrcased by rcducing the monopoly status accorded to the PTC
through legislation. Similarly, in the transport sector. monopoly accorded to ZUPCO
has resulted in poor passcnger transport services in the urban arcas.

Recgional co-opcration in the services scctor is limited. There arc a number of arcas
where regional co-opceration would be of mutual benefit to the countrics involved, in
tecrms ol cnhancing cfficicncy and incrcasing cxport performance of services. It was
notcd that road haulage transporters nvolved in cross border haulage facc problems
duc to rulcs that arc diffecrent from country to country. This causcs dclays and
incrcascs cosls. Regional arrangements would certainly increcase cfficicncy in this
rcgard.

In the case ofthe construction industry, it was noted that rcgulations governing the
movement of cquipment across borders, and the proccdurcs mvolved n sccking
clearance, discourage exports of this tvpe of service. Regional co-operation in this
ficld could increase cxports. Finally, rcgional co-opcration and standardisation in the
ficld of cducation and hcalth, could cncourage cxports ofthesc scrvices.
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