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6.1 BASE CASE AND 
ALTERNATIVE 
SCENARIOS

6.1.1 Overview 

There is little doubt that if Zimbabwe is 
to enjoy an extended period of economic 
recovery and sustained strong economic 
growth, the basic infrastructure of the country 
must be rehabilitated and related infrastructure 
services improved. The issue then is not 
whether it should be done, but rather when 
and how can it be done. This chapter brings 
together the various elements of the proposed 
Infrastructure Action Plan and explores the 
economic impact of the program. 

Implementation of a program of this 
magnitude in the decade ahead inevitably faces 
many risks and uncertainties, the details of 
which are discussed in the individual sectoral 
chapters in Part B of the Report. Some of these 
stem from the international environment, such 
as a weak global economy that affects demand 
for Zimbabwe’s exports and the prospects for 
mobilizing foreign direct investment for the 
development of mining and other opportunities 
in Zimbabwe. Other risks and uncertainties 
have their origins within Zimbabwe. These 
may include slow progress in addressing the 
current weaknesses in the overall operating 
environment for business that affects prospects 
for private investment in infrastructure services 
and other productive activities, lack of progress 
on clearance of Zimbabwe’s arrears with the 
international fi nancial community that affects 
the degree of donor support for infrastructure 
and other development initiatives in the 
country, and limited institutional, fi nancial, and 
human capacities within government and state 
enterprises for the design and implementation 
of an ambitious program for infrastructure 
rehabilitation along the lines proposed in this 
Report.

For the purposes of this Report, the 
risks and uncertainties of most interest at 
this stage relate to the design, funding and 
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implementation of the proposed program. It 
is therefore assumed that there is social and 
political stability in the decade ahead and 
that the Government continues to adhere to 
the sound macroeconomic policies that have 
laid the foundation for a recovery from the 
economic collapse of the past decade. For 
the purposes of designing and evaluating the 
economic impact of alternative scenarios, 
the following set of four broad issues play a 
central role in the analysis:

• Role of the national government. The 
extent to which the institutional and fi nancial 
capacities of the National Government to 
move forward with timely decisions on the 
policies and programs required to underpin 
the proposed Infrastructure Action Plan, 
and the prospects for growth in capacities 
of the Government to provided fi nancial 
support for the program from the national 
budget and through other initiatives, such as 
effective cost recovery for service provision 
and use of user taxes for improved routine 
maintenance.

• Prospects for arrears clearance with the 
international donor community. The 
prospects for an early start on the process 
of clearing arrears with the international 
fi nancial community that would then open 
the way for a major re-engagement with the 
donor community and on the level of donor 
support for the proposed program.

• Improvements in the operating environment 
for private investment. The prospects for 
early action on a series of policy issues that 
affect the operating environment for private 
business and international investment in 
Zimbabwe. Of particular concern here are 
the prospects for early action on the policy 
framework related to promoting competition 
in the private provision of infrastructure 
services, on the legal framework for private 
investment in PPP-type arrangements, and 
on the reform of the regulatory environment 
for infrastructure services. Actions on 
these fronts are required to reduce private 
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investor perceptions of risk and uncertainty 
associated with infrastructure investment in 
Zimbabwe.

• Prospects for reform of state enterprises. 
Nine parastatals are likely to be in 
partnership with potential private investors 
in PPP arrangements. Reliable partnerships 
with these state enterprises are central to the 
success of these various PPP arrangements. 
All of these entities will require fi nancial 
restructuring and, in some cases, there will 
be a need for privatization as well, if the 
required partnerships are to be implemented 
successfully. Early action on these concerns 
is required for full implementation of the 
Action plan in the decade ahead. 

6.2 ECONOMIC IMPACT OF 
THE INFRASTRUCTURE 
PROGRAM

6.2.1 Alternative Growth Scenarios

In times of economic crisis, national 
governments look for policy actions that can 
rapidly deal with rising unemployment and 
declining output. Infrastructure investments 
have been identifi ed as essential in this regard. 
This is partly because of their direct and short-
term employment effects in the building and 
construction industries and the substantial 
spillovers in terms of improving effi ciency and 
stimulating innovation in the production sector 
of the national economy. The Report considers 
three possible scenarios for the economic 
environment and growth in the decade ahead:

Baseline Scenario: The Report assumes full 
implementation of the proposed infrastructure 
program and early arrears clearance. The latter 
would allow both private sector investment 
and donor support resume. It also assumes an 
early start to the reform of the state enterprises 
and the business environment, including 
addressing solvency and sustainability issues 
in the fi nances of the key state enterprises and 
the creation of the sound regulation framework 

needed for private investment to fl ourish. Under 
this scenario, with the capital expenditure 
and maintenance program envisaged, and on 
incremental capital-output ratio of around 3 
derived from the growth accounting exercise in 
Chapter 1, GDP is estimated to grow strongly 
at an average rate of around 7 percent a year 
from 2011 to 2020. With population growing 
at a rate of around 2 percent over the same 
period, GDP per capita will rise from current 
levels of $376 to about $600 per year by 2020, 
and will impact positively on poverty levels. 
(Figure 6.1).

Scenario 1—Partial implementation of 
reform and slow arrears clearance process. 
Under this scenario, the Report assumes that 
only 50 percent of the identifi ed capital program 
is realized. Both private sector and donor 
funding are lower by 50 percent. Similarly, 
government can only come up with 50 percent 
of the needed funding. Under this scenario, 
with the capital expenditure and maintenance 
program envisaged, and an incremental capital- 
output ratio of around 3, GDP is estimated to 
grow at an average of around 4 percent during 
2011-20. With population growing at a rate of 
around 2 percent over the same period, GDP 
per capita will rise from current levels of $376 
to about $450 per year by 2020, and will impact 
positively on poverty levels (Figure 6.1).

Scenario 2—Arrears clearance and 
reforms to state enterprises are delayed 
and the infrastructure Action Plan is not 
implemented. Under this scenario, the Report 
assumes that very little donor support or 
private sector investment will be forthcoming 
and Government’s ability to generate the fi scal 
space to allow needed capital spending will 
mirror current conditions. Under this scenario 
GDP is estimated to grow at around 1 percent a 
year during 2011-20. With population growing 
at a rate of around 2 percent over the same 
period, GDP per capita will fall from current 
levels of $376 to $330 per year by 2020. The 
incidence of poverty indicators would continue 
to increase (Figure 6.1).
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6.2.2 Implications for Public 
Finance Policies 

The strong and sustained growth envisaged 
in the Base Case would result in major 
contributions to government revenues. The 
estimated level of revenues in 2010 is about 
$1.3 billion, or about 23 percent of GDP. 
Using GDP growth rates under the base case 
and conservative buoyancy levels averaging 
about 2.5 percent, the Government’s revenue 
position is projected to double by 2020 (at 
2009 constant prices). This will be equivalent 
to about 30 percent of GDP. More in-depth 
analysis for the budget and debt management 
are beyond the scope of this Report, but 
the combination of early arrears clearance 
and strong economic growth has profound 
implications for the Government’s fi scal 
position. Debt indicators, for example, are 
likely to improve sharply to levels that provide 
a signifi cant buffer against external shocks and 
lower the current vulnerability to debt distress.  

This, together with prudent policies and a 
supportive investment environment, may allow 
the Government to access capital markets and 
move forward with various PPP arrangements 
envisaged in the Action Plan (Table 6.1). 

6.2.3 Employment Impact and 
Business Development

Reliable sector employment data are not 
available or suffi ciently disaggregated to allow 
for analysis of the impact of the proposed 
base case action plan on employment. Given 
the size and importance of the Infrastructure 
Action Plan, however, a signifi cant number 
of business opportunities will emerge. In 
this regard, early action to the design and 
implementation of complementary programs 
of support for local businesses will be critical 
to the success in implementing the Plan.  Some 
of the programs to support these new business 
opportunities are discussed below. 
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6.3 BENEFITS FROM THE 
PROPOSED PROGRAM

6.3.1 Overall Economic Impact

Chapter 6 provides an assessment of the overall 
economic impact of the proposed Action Plan 
for Infrastructure. Full implementation of 
the program results in average GDP growth 
of 7 percent a year in real terms for the 
period, 2011-20. In this case, the GDP of the 
country would increase from current levels of 
about $4.7 billion to about $9.5 billion and 
GDP per capita would increase from about 
$380 at present to about $600 (all at 2009 
constant prices). 

Weaker implementation of the program 
would reduce the overall economic benefi ts. 
As Chapter 6 indicates, if only 50 percent 
of the proposed $14 billion program was 
implemented, GDP would grow by about 4 
percent a year to about $7 billion by 2020 with 
GDP per capita at about $450. More limited 
implementation of the program would result 

in even lower GDP growth rates and slower 
increases in personal income for a majority of 
the population and slower progress in creating 
employment and reducing poverty.

6.3.2 Increased Business 
Opportunities in Service 
Provision and Construction

The foregoing discussion about the overall 
economic impact of the proposed Action Plan 
highlights the opportunities for development of 
a wide range of business activities and jobs in 
the decade ahead. But if there is to be a strong 
domestic supply response, the Government 
will need to develop a range of programs to 
ensure that a substantial part of the benefi ts do 
accrue to domestic business and workers.

Table 6.2 provides a very rough estimate 
of the composition of the proposed $14.2 
billion of development expenditures and the 
$7.2 billion of maintenance expenditures. The 
analysis suggests that about $6.4 billion would 
be spent on labor services under the program 
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in the decade ahead. Assuming about 25 
percent of the skill requirements would be met 
by internationally recruited personnel, about 
$4.8 billion would be spent on skilled and 
unskilled labor in the domestic market. This 
would represent a very substantial injection 
of wage income into the domestic economy. 
Assuming about 30 percent of the income was 
spent on imports, about $3.4 billion would 
be retained in the domestic economy in the 
form of savings and or expenditures. A strong 
domestic supply response would ensure that an 
even larger share of this income does not go to 
the purchase of imported goods and services. 

In the case of expenditures on capacity 
building and technical services, about $170 
million would likely be spent on international 
and domestic consultants, with the balance 

going to offi ce costs, travel, communications, 
and related business expenses.  This consultancy 
program may provide opportunities to attract 
members of the Zimbabwe diaspora to return, 
and may support further development of the 
domestic consultant industry in areas related 
to infrastructure services. To facilitate develop 
of the domestic consultancy industry, business 
organizations in Zimbabwe, with assistance 
from the donor community, might consider 
development of lists of qualifi ed national 
fi rms and individuals whose experience 
meets stringent international requirements 
established by donors and other entities. In 
some case, it may be possible to encourage the 
use of sub-contracting to domestic consultants 
in the event that contracts are awarded to 
international fi rms.

The $14 billion of proposed capital 
expenditures would likely include purchases of 
about $5 billion of equipment, much of which 
will have to be imported, and about $5 billion 

of construction materials, such as quarried 
materials for road and other construction, 
cement, asphalt, rebars, lumber and other 
construction materials, and a wide range of 
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fi xtures, all of which would offer opportunities 
for domestic supply. The proposed expenditure 
of almost $4 billion on labor services under 
the capital works program offers substantial 
employment opportunities in the construction 
industry for a range of skilled workers, as well 
as opportunities for employment of unskilled 
labor in road works and other activities.

In addition to the opportunities created by the 
capital development programs, the Action Plan 
calls for more than $7 billion of expenditures 
on maintenance activities in the decade ahead, 
approximately $2.3 billion of which would be 
applied to labor services that would include 
substantial amounts of skilled labor such as 
electricians and other trade-related skills, as 
well as semi-skilled and unskilled labor for 
road maintenance and similar activities.

6.3.3 Support for a Strong 
Domestic Supply Response

A number of initiatives can be taken by 
government and business leaders to ensure 
that the proposed Action Plan does produce 
substantial benefi ts for the domestic business 
community. These actions include the 
following: (i) improvements in the business 
environment and information about business 
opportunities that fl ow from the proposed 
program; (ii) programs to ensure that small 
and medium business entities in Zimbabwe 
are able to benefi t from the program; (iii) 
measures needed to promote the development 
of technical skills in the labor market; and (iv) 
development of contracting arrangements for 
domestic supply of goods and services for 
the program. 

Improving the business environment. As 
noted elsewhere in this Report, in recent years 
various international surveys in developing 
countries have found the business environment 
in Zimbabwe is less favorable than in many 
other countries. A range of actions might be 
taken by the government to address these 
concerns. These might include specifi c actions 
on areas where Zimbabwe’s ranking is poor; 
for example, the amount of time required 

to start a business, and the amount of time 
required to obtain construction permits 

Support for small and medium business. 
A range of initiatives can be taken to promote 
and develop small and medium business 
entities in Zimbabwe. A widely used approach 
in other developing countries relies on the 
use of a network of business development 
centers (BDCs) throughout a country. These 
centers provide training and support for small 
and medium business entities to bid on and 
implement construction and or maintenance 
contracts. Training programs offered by 
BDCs typically include preparation of tender 
documents, support for preparing applications 
to the banking sector for working capital loans, 
arrangements for the lease of equipment, and 
bookkeeping  and record keeping. 

Development of technical skills for the 
labor market. The proposed program for 
infrastructure development will generate a 
large demand for a wide range of skilled and 
semi-skilled workers, as well as creating job 
opportunities for large numbers of unskilled 
workers. A wide range of equipment operators 
will be required in the construction, for example, 
along with electricians, welders, mechanics, 
and others. The key policy issues here will be 
the manner in which these people are trained, 
by whom and at what cost. In the case of 
equipment operators, it is not unusual for the 
successful contractor to assume responsibility 
for hire and training of the personnel required. 
To meet the demand for skilled trades people 
such as electricians, surveyors, welders, and 
so on, the issue is extent to which Zimbabwe 
has accredited training institutions whose 
training programs meet specifi c standards that 
are consistent with international practice or 
accredited standards already in place within 
Zimbabwe. Closely related to these concerns is 
the accreditation of those training institutions 
whose programs do conform with agreed 
standards for the industry. In the absence of 
agreed standards and accreditation process, 
donor support for such capacity building may 
be considered. 
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Public procurement of goods and services 
in the domestic market. A range of initiatives 
can be taken to ensure that a reasonable portion 
of the infrastructure-related procurement by 
government, donors, and the private investors 
is awarded to qualifi ed domestic suppliers of 
goods and services. Procurement policies for 
various parts of the infrastructure program 
will need to address the following types of 
issues: (i) the choice of standards for civil 
works and good and materials.; (ii) to what 
extent can local materials be used and do 
their technical specifi cations comply with 
contract requirements; the number, size and 
type of contracts to be tendered and the extent 
to which locally bid contracts will be geared 
to contractor capacities within the domestic 
market. 

Further work is required on these types 
of issues to develop a clear set of policies for 
promoting local content in public infrastructure 
procurement. Early consideration could, for 
example, be given to awarding maintenance 
contracts to qualifi ed local fi rms in the various 
infrastructure sectors, initially for a year or 
less. As the capacities of these fi rms increase, 
consideration could be given to the competitive 
award of multi-year or so-called “period” 
contracts for routine maintenance. The size of 
such contracts could be increased, consistent 
with the further growth of local capacities. 
Longer-term contracts that are implemented 
according to the standards required can help 
reduce the cost of asset maintenance, and will 
also permit contractors to purchase necessary 
equipment and meet the costs of staff training. 


