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For the past twenty five years, the Zimbabwean economy has been COW

an extent that it was difficult to trade with foreign countries, for the economy to
grow and be able to create many jobs, just to cite a few examples.

The advent of the Economic Structural Adjustment Programme, popularly known
as ESAP, meant the gradual relaxation of those controls and regulations which

inhibit growth.

The purpose of this factsheet is to give

(i) an outline of the major components of ESAP and

(ii) a list of some of the controls and regulations which the Government intends to
relax in 1993, so as to create an enabling environment conducive to investment,
thus increase the productive capacity of our economy.

COMPONENTS OF ESAP

Trade Liberalisation

Economic deregulation, which is further composed of

- rationalisation of investment promotional guidelines

relaxation of prices and distribution controls

relaxation of agricultural pricing and marketing

relaxation of labour and wage regulations and

relaxation of transport regulations.

relaxation of Local Authority bye - laws

Fiscal reform, which is further composed of
- civil service reform and

- public enterprise reform
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SUBSIDIES

For many years government has pald subsidies on

certain foodstuffs such as maize, milk and beef. These

_subsidies have cost a great deal of money (much of
which has been paid by the high taxes pald by the
people ) and govermment has now decided to reduce
these subsidies each yearuntilby 1995 It nolonger pays
any subsidies at all. This means that the prices of maize,
milk and beef will go up every year. But wages will be
going up too and taxes will be coming down so people
will not feel the effects of these increases too badly. In
the end the result will be a market-led economy which
is much more stable and in which job opportunities and
wages will be much better than they are at the mo-
ment.

PRICE CONTROL

A veryimportant part of the programme s the freedom
for manufacturers to price their products realistically
without government controls. This is why government
has begun to remove price controls, and will continue
to do so until these are completely removed. Once the
programme begins to work prices will go down be-
cause local manufacturers will be forced to compete
with imported goods. Those who cannot do so will go
out of business.

PERSPECTIVE

During the past few years many countries in the world
have done whatZimbabwe Is doing now. Inmost cases
where the programme has been properly managed
the economies are now far healthier than they were
before, However, in some Instances the programmes
have been reversed because people became dis-
confented before the programmes had enough time
to work, Inallinstances, there Is a difficult period once
the prograrmme has started but before It really begins
to work, This perlod Is unavoldabile. It is characterised
by feing prices and unemployment, but as the pro-
gramme beglins to work, usually within a period of

about 18 months, the situation Improves dramatically.
Many more jobs are created than would otherwise
have been the case, wages Improve, prices go down
as market levels begin to operate, and the country is
better off as a direct rasult of the Programme.

'CONCLUSION

The government of Zimbabwe and the private sector,
that Is manufacturing, commerclal business, mining,
agriculture and tourlsm, are committed to the ESAP.
Our economy cannot continue the way it has been
going. If it Is allowed to continue we are heading for
eventual economic collapse, The ESAP Is the only
answer. If we manage to get through the difficuit
period we will emerge In only five years' time with a
strong healthy economy, plenty of Jobs for our school
leavers who have been well educated since Inde-
pendence. Ourshops will be full and our Zimbabwe
dollar will be negotiable on the International market.

No longer will holiday allocations have to be con-
trolled. People will be able to buy whatever they can
afford. The success of the ESAP depends on many
factors - but very importantly It depends on every
Zimbabwean. It is Important that we all understand
and support the ESAP in every way we can. We must
expl aln the programme to our family, to our friends. We
must all work hard, become quality consclous and
accept that when times are hard they will get better.

Remember, things will definitely get better. The pro-
gramme Is here to stay - it has already begun and
nothing can stop It now. Five yearsls a very short time
and in five years' time we wil be reaping the
rewards of the programme.

Produced by the CZI.
Sponsored by the Friedrich Naumann Foundation.
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INTRODUCTION

In October 1990, the Govermment of Zimbabwe an-
nounced the beginning of the Economic Structural
Adjustment Prograrmnme (ESAP for short), This Is a five-
year plan to change the economy of the country from
one where economic activity s very stiictly controlled
by the government to one where there are less controls
and more freedom for averyone fo buy and sell goods
and services, to fravel and to Import and export,

' ADVANTAGES

The main advantages of this programme are

* many more jobs will be created;

* many more companies will be started;

* people will pay less tax (both Income and sales tax):

* goods will be freely avallable:

* there will be no more shortages,

* there will not be any foreign currency problems;

* people will ba able to buy anything In ZImbabwe
that they can buy anywhere else in the world.

L

DISADVANTAGES

For the first few years while the programme Is still getting
off the ground, there will be some problems. These will
be:

* Increased unemployment;

* increased cost of basic goods;

= general increase in the cost of living.

These problems will be temporary. As companies
begin to become cost-effective and as goods are
imported from around the world, prices will be forced
down. Employment will increase because new com-
panies will be formed and others will expand.
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5.

- tax reform
Monetary policy and financial sector reform

Social Dimensions of Adjustment

WHERE:

TRADE LIBERALISATION involves the opening up of the economy through
removal of quantitative controls or trade barriers which inhibit domestic and
international trade. This entails removal of administrative foreign exchange
allocations and regulations, tariff reform.Successful trade liberalisation will
therefore lead to efficiency in production and exports, competition and availability
of a wider choice of goods and services of quality and at affordable prices.

ECONOMIC DEREGULATION involves removal of various controls which are
inhibiting investment.eg removal of a vast array of controls,permits and licensing
procedures which are inherent in our system, and which have often driven
legitimate private business into the underground or the parallel economy.

FISCAL REFORM involves the restructuring of all organs charged with the
handling of public funds, so that they efficiently allocate and utilise the scarce
resources.The major objective of fiscal reform being to reduce the budget deficit
through a gradual reduction of Government expenditure and taxation, which tends
to negatively affect people’s incomes. This exercise entails reforming the civil
service and public enterprises which are expected to operate along commercial and
profitable lines.

MONETARY AND FINANCIAL SECTOR REFORMS This involves reforming
our monetary policy and the financial sector through relaxation of controls which
are inhibiting entry of new financial institutions such as commercial
banks.Monetary policy instruments would be managed in such a way as to
encourage resource mobilisation and therefore increase investment, such as
removal of direct controls on interest rates so that they would be determined by
market forces.

SOCIAL DIMENSIONS OF ADJUSTMENT This is a programme put in place by
the Government to cushion vulnerable groups from the adverse transitional costs
or effects of ESAP. Assistance to those who are affected is given through the Social
Development Fund.The transitional effects of ESAP manifest themselves through
frictional unemployment, hardships brought about by cost recovery measures in
education and health, and inflation.

CONTROLS AND REGULATIONS TO BE REMOVED / RELAXED IN 1993




